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LETTER TO SHAREHOLDERS 2019

Fellow shareholders,

Since announcing our strategy in February 2018, we have made great progress
toward our goal of creating a semiconductor powerhouse in silicon carbide and
GaN technologies. We grew Wolfspeed by more than 100 percent, acquired the
Infineon RF Power business, more than doubled our manufacturing capacity of
silicon carbide materials, jointly announced with Valeo an innovative forward-
lighting solution for the automotive industry and signed multiple long-term
silicon carbide materials supply agreements.

Over the past year, we continued to make significant advancements in the
transformation of Cree, with the announcement of several pivotal milestones.

« Cree made one of the most significant announcements in the company’s
history: plans to expand our silicon carbide and GaN capacity by 30 times
with the development of a state-of-the-art, automated silicon carbide and
GaN fabrication facility and materials factory. We believe this represents
the largest capital investment in the history of silicon carbide and GaN and
will support the growing global demand for our technologies that we have
identified in our device opportunity pipeline, which now stands at more
than $9 billion.

« We were selected as the exclusive silicon carbide partner for the
Volkswagen Group’s “Future Automotive Supply Tracks” Initiative. The goal
of the FAST program is to foster even greater collaboration among VW’s
key partners and accelerate the delivery of new electric vehicles to the
marketplace. Volkswagen has committed to launch almost 70 new electric
models in the next decade, which by itself presents a great opportunity for
Cree.

«We announced a multi-year, $85 million wafer supply agreement with ON
Semiconductor, making this the fourth long-term agreement we have
signed in the past year and a half. Totaling close to $600 million, these
agreements demonstrate how our solutions are helping to drive the
transition in the power semiconductor industry from silicon to silicon
carbide.

« We closed the sale of Cree Lighting to IDEAL INDUSTRIES, INC., which allows
us to become a more focused semiconductor company and channel more
of our energy and expertise into building the Wolfspeed business.

We also continued to make progress on driving a cultural shift within the
company. Simply put, we implemented substantial changes in our people
strategy to help foster long-term growth, focus and satisfaction so that we
retain the best available talent to drive our competitive edge. We rolled out new
values, internal mobility structures and community engagement opportunities,
as well as established an experienced executive team with vital expertise and a
strong track record of execution to guide our success.

As we look ahead, Cree remains focused on two key measures of success:
growing revenue to gain market share and increasing gross margins to improve
profitability. Our fiscal 2019 results showed continued progress against these
objectives, with the overall company revenue growing by 17 percent and
Wolfspeed revenue growing by 64 percent year over year.

While fiscal 2019 represents a banner year for progress toward our goal, we
are not relaxing our commitment to advancing our performance as we work
through business challenges. We remain confident about the future that lies
ahead but recognize the path to success is not a straight line, and there are
market challenges that we must navigate.

The LED industry remains under pressure due to continued market softness and
tariff concerns. As such, we are taking steps to optimize our LED business, focus
on high-value customer opportunities and accelerate the outsourcing of our
LED fabrication activities.

While we will continue to navigate events and market forces that will temper
our growth trajectory from time to time, we believe there is a significant
opportunity to help customers make the shift from silicon to silicon carbide
solutions for their next-generation applications.

Recent estimates from Canaccord Genuity are calling for the demand of silicon
carbide to grow more than $20 billion by 2030, mainly driven by a major
expansion in electric vehicles and related charging needs. These vehicles, along
with a host of other wireless broadband dependent devices, will be connected
to ultra-fast 5G networks that will be capable of transferring massive amounts
of data and supporting a level of interconnectivity that has previously been
impossible. At the core, helping to power these solutions will be silicon carbide
and GaN technologies that we have pioneered over the last 30 years and that
we continue to refine each and every day.

As the pioneering leader in silicon carbide and GaN technologies, Cree has one
of the most advanced portfolios within the industry. Our robust pipeline of
opportunities reinforces our confidence in Cree’s long-term growth prospects.
This year, | have met with some of our top customers and prospects, and they
continue to tell me how our silicon carbide and GaN solutions are key to their
future growth plans.

We believe the long-term outlook for the company remains very strong and
remain confident that we have differentiated technologies that are critical to
our customers’ success. Cree is on the right path, and we will continue to take
steps to position the company for success. We will continue our commitment
to creating a semiconductor powerhouse and accelerating the industry’s global
transition from silicon to silicon carbide and GaN to meet the growing demand
for these technologies.

Thank you for your continued support.

o

Gregg A. Lowe
President and CEO
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Forward-Looking Information

Information set forth in this Annual Report on Form 10-K contains various ‘‘forward-looking statements” within the meaning of
Section 274 of the Securities Act of 1933, as amended (the Securities Act), and Section 21E of the Securities Exchange Act of
1934, as amended (the Exchange Act). All information contained in this report relative to future markets for our products and
trends in and anticipated levels of revenue, gross margins and expenses, as well as other statements containing words such as
“believe,” “project,” “may,” “will,” “anticipate,” “target,” “plan,” “estimate,” “expect” and “intend” and other similar
expressions constitute forward-looking statements. These forward-looking statements are subject to business, economic and other
risks and uncertainties, both known and unknown, and actual results may differ materially from those contained in the forward-
looking statements. Any forward-looking statements we make are as of the date made, and except as required under the U.S. federal
securities laws and the rules and regulations of the Securities and Exchange Commission (the SEC), we have no duty to update
them if our views later change. These forward-looking statements should not be relied upon as representing our views as of any
date subsequent to the date of this Annual Report. Examples of risks and uncertainties that could cause actual results to differ
materially from historical performance and any forward-looking statements include, but are not limited to, those described in
“Risk Factors” in Item 1A of this Annual Report.



PART I

Item 1. Business

Overview

Cree, Inc. (Cree, we, our, or us) is an innovator of wide bandgap semiconductor products for power and radio-frequency (RF)
applications and lighting-class light emitting diode (LED) products. Our products are targeted for applications such as transportation,
power supplies, inverters, wireless systems, indoor and outdoor lighting, electronic signs and signals and video displays.

We operate in two reportable segments:

*  Wolfspeed, which consists of silicon carbide (SiC) and gallium nitride (GaN) materials, power devices and RF devices
based on silicon (Si) and wide bandgap semiconductor materials. Our materials products and power devices are used in
electric vehicles, motor drives, power supplies, solar and transportation applications. Our materials products and RF
devices are used in military communications, radar, satellite and telecommunication applications.

*  LED Products, which consists of LED chips and LED components. Our LED products enable our customers to develop
and market LED-based products for lighting, video screens, automotive and specialty lighting applications.

In addition, we previously designed, manufactured and sold LED lighting fixtures and lamps for the commercial, industrial and
consumer markets. We referred to these product lines as the Lighting Products business unit. On May 13,2019, we sold our Lighting
Products business unit to IDEAL Industries, Inc. (IDEAL) and have classified this business unit as discontinued operations. The
Lighting Products business unit represented the Lighting Products segment disclosed in our historical financial statements.

The majority of our products are manufactured at our production facilities located in North Carolina, California, Arkansas and
China. We also use contract manufacturers for certain products and aspects of product fabrication, assembly and packaging. We
operate research and development facilities in North Carolina, Arizona, Arkansas, California and China (including Hong Kong).

Cree, Inc. is a North Carolina corporation established in 1987, and our headquarters are in Durham, North Carolina. For further
information about our consolidated revenue and earnings, please see our consolidated financial statements included in Item 8§ of
this Annual Report.

Products by Reportable Segment

Wolfspeed

Our Wolfspeed segment includes SiC materials, power devices and RF devices.
SiC Materials

Our SiC materials products consist of crystals, bare and epitaxial wafers. Our SiC materials are targeted for customers who use
them to manufacture products for RF, power switching, gemstones and other applications. Corporate, government and university
customers also buy SiC materials for research and development directed at RF and power devices.

Power Devices

Our power device products consist of SiC Schottky diodes, metal oxide semiconductor field effect transistors (MOSFETs), power
modules and gate driver boards. Our SiC power products provide increased efficiency, faster switching speeds and reduced system
size and weight over comparable silicon-based power devices. Power products are sold primarily to customers and distributors
for use in applications such as electric vehicles, including charging infrastructure, server power supplies, solar inverters,
uninterruptible power supplies, industrial power supplies and other applications.

RF Devices

Our RF devices consist of GaN die, high-electron mobility transistors (HEMTs), monolithic microwave integrated circuits
(MMICs), and laterally diffused MOSFET (LDMOS) power transistors that are optimized for next generation telecommunications
infrastructure, military and other commercial applications. Our RF devices are made from Si, SiC and GaN and can provide
improved efficiency, bandwidths and frequency of operation as compared to silicon or GaAs. We also provide custom die
manufacturing for GaN HEMTs and MMICs that allow a customer to design its own custom RF circuits to be fabricated by us, or
have us design and fabricate products that meet their specific requirements.
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During fiscal 2018, we expanded our RF product offerings through the acquisition of certain assets of Infineon Technologies AG's
(Infineon) Radio Frequency Power Business (RF Power) as discussed in Note 6, "Acquisition", in our consolidated financial
statements included in Item 8 of this Annual Report.

LED Products
Our LED Products segment includes LED chips and LED components.
LED Chips

Our LED chip products include blue and green LED chips based on GaN and related materials. LED chips or die are solid state
electronic components used in a number of applications and are currently available in a variety of brightness levels, wavelengths
(colors) and sizes. We use our LED chips in the manufacturing of our LED components. Customers use our blue and green LED
chips in a variety of applications including video screens, gaming displays, function indicator lights and automotive backlights,
headlamps and directional indicators. Customers may also combine our blue LED chips with phosphors to create white LEDs,
which are used in various applications for indoor and outdoor illumination and backlighting, full-color display screens, liquid
crystal display (LCD) backlighting, white keypads and the camera flash function.

LED Components

Our LED components include a range of packaged LED products, from our XLamp® LED components and LED modules for
lighting applications to our high-brightness LED components.

Our XLamp LED components and LED modules are designed to meet a broad range of market needs for lighting applications
including general illumination (both indoor and outdoor applications), portable, architectural, signal and transportation lighting.
We also sell XLamp LED components externally to customers and distributors for use in a variety of products, primarily for lighting
applications.

Our high-brightness LED components consist of surface mount device (SMD) and through-hole packaged LED products. Our
SMD LED component products are available in a full range of colors designed to meet a broad range of market needs, including
video, signage, general illumination, transportation, gaming and specialty lighting. Our through-hole packaged LED component
products are available in a full range of colors primarily designed for the signage market and provide users with color and brightness
consistency across a wide viewing area.

In fiscal 2018, Cree formed a joint venture, Cree Venture LED Company Limited (Cree Venture LED), with San'an Optoelectronics
Co., Ltd. (San'an) to sell mid-power LED components. These mid-power components are focused on indoor general illumination
applications where customers are more price sensitive.

For further information about our reportable segments, please refer to Note 17, “Reportable Segments,” in our consolidated financial
statements included in Item 8 of this Annual Report.

Research and Development

We invest significant resources in research and development. Our research and development activity includes efforts to:
» convert existing SiC and GaN fabrication technology to a 200mm platform;
» develop higher power diodes/switches and higher power/linearity RF devices;
* increase the quality, performance and diameter of our substrate and epitaxial materials;
» develop brighter, more efficient and lower cost LED chip and component products; and

*  continually improve our manufacturing processes.

When our customers participate in funding our research and development programs, we recognize the amount funded as a reduction
of research and development expenses to the extent that our customers’ funding does not exceed our respective research and
development costs. For further information about our research and development, see “Research and Development” in Item 7,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations."



Sales and Marketing

We continue to make investments to expand our sales, marketing, technical applications support, as well as distribution capabilities
to further enable new and existing customers to implement our SiC materials, power, RF, and LED technology into their products.
We also continue to make investments to promote and build market awareness of the Cree and Wolfspeed brands. Our sales,
marketing and technical applications teams include personnel throughout North America, Asia and Europe.

Customers

We have historically had one key customer who represented more than 10% of our consolidated revenue. Arrow Electronics, Inc.
(Arrow) has accounted for 19%, 21% and 24% of our total consolidated revenue in fiscal 2019, 2018 and 2017, respectively. Arrow
is a customer of our Wolfspeed and LED Products segments. For further discussion regarding customer concentration, please see
Note 18, “Concentrations of Risk,” in our consolidated financial statements included in Item 8 of this Annual Report. The loss of
any large customer could have a material adverse effect on our business and results of operations.

Distribution

A substantial portion of our products are sold to distributors. Distributors stock inventory and sell our products to their own customer
base, which may include: value added resellers, manufacturers who incorporate our products into their own manufactured goods
and ultimate end users of our products. We also utilize third-party sales representatives who generally do not maintain a product
inventory; instead, their customers place orders directly with us or through distributors.

Seasonality

Similar to other global semiconductor component suppliers, both our Wolfspeed and LED Products segments have historically
experienced, and in the future may experience, seasonally lower sales during our fiscal third quarter due to the Chinese New Year
holiday.

Our sales also vary based on other factors such as customer demand and government regulation.

If anticipated sales or shipments do not occur when expected, our results of operations for that quarter, and potentially for future
quarters, may be adversely affected.

Backlog

Our backlog at June 30, 2019 was approximately $644.6 million, compared with a backlog of approximately $519.7 million at
June 24,2018. Because of the generally short cycle time between order and shipment and occasional customer changes in delivery
schedules or cancellation of orders (which at times may be made without significant penalty), we do not believe that our backlog,
as of any particular date, is necessarily indicative of actual net revenue for any future period. Additionally, our June 30, 2019
backlog contained $10.1 million of research contracts signed with the U.S. Government, for which approximately $2.8 million
had not been appropriated as of the last day of fiscal 2019. Our June 24, 2018 backlog contained $24.1 million of research contracts
signed with the U.S. Government, for which approximately $14.3 million was not appropriated as of the last day of fiscal 2018.
Our backlog could be adversely affected if the U.S. Government exercises its rights to terminate our government contracts or does
not appropriate and allocate all of the funding contemplated by the contracts.

Sources of Raw Materials

We depend on a number of suppliers for certain raw materials, components and equipment used in manufacturing our products,
including certain key materials and equipment used in critical stages of our manufacturing processes. We generally purchase these
limited source items pursuant to purchase orders and have limited guaranteed supply arrangements with our suppliers. Our suppliers
are located around the world and can be subject to constraints beyond our control that may limit supply. We believe our current
supply of essential materials is sufficient to meet our needs. However, shortages have occurred from time to time and could occur
again.



Competition by Reportable Segment

Our success depends on our ability to keep pace with the evolving technology standards of the industries we serve. These industries
are characterized by rapid technological change, frequent introduction of new products, short product life cycles, changes in end
user and customer requirements, and a competitive pricing environment. The evolving nature of these industries may render our
existing or future products obsolete, noncompetitive or unmarketable. Any of these developments could have an adverse effect on
our business, results of operations and financial condition.

Wolfspeed Segment

SiC Materials

We have continued to maintain our well-established leadership position in the sale of SiC bulk material, SiC wafer and SiC and
GaN epitaxy products. As market adoption of the technology grows with rapidly expanding power and RF device designs, we are
experiencing increased competition from companies such as Dow Corning, [I-VI Advanced Materials, SiCrystal and Showa Denko.
We believe our leading technology and leveraged production scale position us to reliably supply production volumes to the device
manufacturers in the market.

Power Devices

Our SiC-based power devices compete with SiC power semiconductor solutions offered by Infineon, Microsemi Corporation
(Microsemi), Mitsubishi Electric Corporation (Mitsubishi), ON Semiconductor, Rohm Co. Ltd., and STMicroelectronics, Inc.
(ST). Our SiC products also compete with other Si semiconductor devices offered by a variety of manufacturers. Our power
products compete in the power semiconductor market on the basis of performance, reliability and overall system price.

RF Devices

Our RF devices compete with Ampleon, M/A-COM Technology Solutions Inc., Microsemi, Mitsubishi, NXP Semiconductor,
Qorvo, Inc., and Sumitomo Electric Device Innovations, Inc., which all offer competing RF products and solutions. Our products
also compete with a variety of companies offering silicon and GaAs-based products. Our products compete in the RF semiconductor
market on the basis of reliability, performance, design predictability and overall system price.

LED Products Segment

Our LED Products segment’s primary competitors are Nichia Corporation (Nichia), OSRAM Opto Semiconductors GmbH
(OSRAM), Samsung LED Company (Samsung), Seoul Semiconductor (SSC), Lumileds Holdings B.V. (Lumileds), and Nationstar.

LED Chips

The primary competition for our LED chip products comes from companies that manufacture and/or sell nitride-based LED chips.
We consider Nichia to be a competitor because it sells LED chips to a select number of LED packaging companies and it sells
packaged LEDs that most often compete directly with packaged LEDs made and sold by our chip customers. We believe, based
on industry information, that Nichia currently has the largest market share for nitride-based LEDs. There are many other LED chip
producers who sell blue, green and white LED chip products, including OSRAM, Epistar Corporation and San'an. These competitors
make products for a variety of applications in a range of performance levels that compete directly with our LED products.

Overall, we believe that performance, price and strength of intellectual property are the most significant factors to compete
successfully in the nitride LED market. We believe our products are well positioned to meet the market performance requirements;
however, there is significant pricing pressure from a number of competitors, including new companies based in China. We
continually strive to improve our competitive position by developing brighter and higher performing LED chips while focusing
on lowering costs.

LED Components

The market for lighting class LED components is concentrated primarily in indoor and outdoor commercial lighting; specialty
lighting, including torch lamps (flashlights); color changing architectural lighting; signs and signals; and transportation. Nichia,
OSRAM, Lumileds, MLS, Everlight, SSC and Samsung are the main competitors in these markets. These companies sell LED
components that compete indirectly with our target customers for LED chips and compete directly with our XLamp LED components
and LED modules. There are a large number of other companies, primarily based in Asia, that offer products designed to compete
both directly and indirectly with our LED components in lighting and other applications. We are positioning our XLamp LED
components and LED modules to compete in this market based on performance, price and usability.



Our high-brightness LED components compete with a larger number of companies around the world in a variety of applications
including signage, video, transportation, gaming and specialty lighting. We are positioning our high-brightness LED components
to compete in this market based on performance, price, availability and usability.

Patents and Other Intellectual Property Rights

We believe it is important to protect our investment in technology by obtaining and enforcing intellectual property rights, including
rights under patent, trademark, trade secret and copyright laws. We seek to protect inventions we consider significant by applying
for patents in the United States and other countries when appropriate. We have also acquired, through license grants, purchases
and assignments, rights to patents on inventions originally developed by others. As of June 30, 2019, we owned or were the
exclusive licensee of 1,379 issued U.S. patents and approximately 2,394 foreign patents with various expiration dates extending
up to 2039. We do not consider our business to be materially dependent upon any one patent, and we believe our business will not
be materially adversely affected by the expiration of any one patent. For proprietary technology that is not patented, we generally
seek to protect the technology and related know-how and information as trade secrets by keeping confidential the information that
we believe provides us with a competitive advantage. We attempt to create strong brands for our products and promote our products
through trademarks that distinguish them in the market. We may license our customers to use our trademarks in connection with
the sale of our products, and we monitor for the proper and authorized use of our marks.

Licensing activities and lawsuits to enforce intellectual property rights, particularly patent rights, are a common aspect of the
semiconductor and LED industries, and we attempt to ensure respect for our intellectual property rights through appropriate actions.
The breadth of our intellectual property rights and the extent to which they can be successfully enforced varies across jurisdictions.
We both make and receive inquiries regarding possible patent infringements and possible violations of other intellectual property
rights in the normal course of business. Depending on the circumstances, we may seek to negotiate a license or other acceptable
resolution. If we are unable to achieve a resolution by agreement, we may seek to enforce our rights or defend our position through
litigation. Patent litigation in particular is expensive and the outcome is often uncertain. We believe that the strength of our portfolio
of patent rights is important in helping us resolve or avoid such disputes with other companies in our industry.

Environmental Regulation

We are subject to a variety of federal, state and local provisions regulating the discharge of materials into the environment or
otherwise relating to the protection of the environment. These include statutory and regulatory provisions under which we are
responsible for the management of hazardous materials we use and the disposition of hazardous wastes resulting from our
manufacturing processes. Failure to comply with such provisions could result in fines and other liabilities to the government or
third parties, injunctions requiring us to suspend or curtail operations or other remedies, and could have a material adverse effect
on our business.

Working Capital

For a discussion of our working capital practices, see “Liquidity and Capital Resources” in Item 7, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations."

Employees

As of June 30, 2019, we employed 5,319 regular full and part-time employees. We also employ individuals on a temporary full-
time basis and use the services of contractors as necessary. Certain employees in various countries outside of the United States
are subject to laws providing representation rights.

Available Information

Our website address is www.cree.com and our investor relations website is located at https://investor.cree.com. Our Annual Reports
on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, proxy statements, statements of changes in
beneficial ownership and amendments to those reports are available for free on our investor relations website as soon as reasonably
practicable after we electronically file them with, or furnish them to, the SEC. The contents of our website is not incorporated by
reference into this filing or any other report we file with or furnish to the SEC. We have no duty to update or revise any forward-
looking statements in this Annual Report or in other reports filed with the SEC, whether as a result of new information, future
events or otherwise, unless we are required to do so by law. The SEC maintains a website (www.sec.gov) that contains reports,
proxy and information statements and other information regarding issuers that file electronically with the SEC.



Item 1A. Risk Factors

Described below are various risks and uncertainties that may affect our business. If any of the risks described below actually
occurs, our business, financial condition or results of operations could be materially and adversely affected.

Our operating results are substantially dependent on the acceptance of new products.

Our future success may depend on our ability to deliver new, higher performing and/or lower cost solutions for existing and new
markets and for customers to accept those solutions. We must introduce new products in a timely and cost-effective manner, and
we must secure volume purchase orders for those products from our customers. The development of new products is a highly
complex process, and we have in some instances experienced delays in completing the development, introduction and qualification
of new products which has impacted our results in the past. Our research and development efforts are aimed at solving increasingly
complex problems, and we do not expect that all our projects will be successful. The successful development, introduction and
acceptance of new products depend on a number of factors, including the following:

* achievement of technology breakthroughs required to make commercially viable products;
*  the accuracy of our predictions for market requirements;
*  our ability to predict, influence and/or react to evolving standards;

» qualification and acceptance of our new product and systems designs, specifically entering into automotive applications
which require even more stringent levels of qualification and standards;

* acceptance of new technology in certain markets;
* the availability of qualified research and development personnel;
*  our timely completion of product designs and development;

* our ability to develop repeatable processes to manufacture new products in sufficient quantities, with the desired
specifications and at competitive costs;

*  our ability to effectively transfer increasingly complex products and technology from development to manufacturing;
*  our customers’ ability to develop competitive products incorporating our products; and

»  market acceptance of our products and our customers’ products.

If any of these or other similar factors becomes problematic, we may not be able to deliver and introduce new products in a timely
or cost-effective manner.

We face significant challenges managing our growth strategy.

Our potential for growth depends significantly on the adoption of our products within the markets we serve and for other applications,
and our ability to affect this rate of adoption. In order to manage our growth and business strategy effectively relative to the
uncertain pace of adoption, we must continue to:

*  maintain, expand, construct and purchase adequate manufacturing facilities and equipment, as well as secure sufficient
third-party manufacturing resources, to meet customer demand, including specifically the expansion of our SiC capacity
with the construction of a state-of-the-art, automated 200mm capable SiC and GaN fabrication facility and a large
materials factory;

* manage an increasingly complex supply chain that has the ability to supply an increasing number of raw materials,
subsystems and finished products with the required specifications and quality, and deliver on time to our manufacturing
facilities, our third-party manufacturing facilities, or our logistics operations;

»  expand the capability of information systems to support a more complex business;

* expand research and development, sales and marketing, technical support, distribution capabilities, manufacturing
planning and administrative functions;

*  manage organizational complexity and communication;

*  expand the skills and capabilities of our current management team;
* add experienced senior level managers and executives;

*  attract and retain qualified employees; and

*  execute, maintain and adjust the operational and financial controls that support our business.

While we intend to continue to focus on managing our costs and expenses, we expect to invest to support our growth and may
have additional unexpected costs. Such investments take time to become fully operational, and we may not be able to expand
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quickly enough to exploit targeted market opportunities. For example, we continue converting the majority of our Wolfspeed power
production from 100mm to 150mm substrates. If we are unable to make this transition in a timely or cost-effective manner, our
results could be negatively impacted. In connection with our efforts to cost-effectively manage our growth, we have increasingly
relied on contractors for production capacity, logistics support and certain administrative functions including hosting of certain
information technology software applications. If our contract manufacturers, original design manufacturers (ODMs) or other
service providers do not perform effectively, we may not be able to achieve the expected cost savings and may incur additional
costs to correct errors or fulfill customer demand. Depending on the function involved, such errors may also lead to business
disruption, processing inefficiencies, the loss of or damage to intellectual property through security breach, or an impact on
employee morale. Our operations may also be negatively impacted if any of these contract manufacturers, ODMs or other service
providers do not have the financial capability to meet our growing needs. There are also inherent execution risks in starting up a
new factory or expanding production capacity, whether one of our own factories or that of our contract manufacturers or ODMs,
or moving production to different contract manufacturers or ODMs, that could increase costs and reduce our operating results,
including design and construction cost overruns, poor production process yields and reduced quality control.

We are also increasingly dependent on information technology to enable us to improve the effectiveness of our operations and to
maintain financial accuracy and efficiency. Allocation and effective management of the resources necessary to successfully
implement, integrate, train personnel and sustain our information technology platforms will remain critical to ensure that we are
not subject to transaction errors, processing inefficiencies, loss of customers, business disruptions or loss of or damage to intellectual
property through a security breach in the near term. Additionally, we face these same risks if we fail to allocate and effectively
manage the resources necessary to build, implement, upgrade, integrate and sustain appropriate technology infrastructure over the
longer term.

If we fail to evaluate and execute strategic opportunities successfully, our business may suffer.

From time to time, we evaluate strategic opportunities available to us for product, technology or business transactions, such as
business acquisitions, investments, joint ventures, divestitures, or spin-offs. For example, during the first quarter of fiscal 2018
we formed Cree Venture LED, a joint venture between San'an and us to produce and supply to customers high-performance mid-
power LED components, in the third quarter of fiscal 2018, we acquired the Infineon RF Power business and in the fourth quarter
of fiscal 2019, we completed the sale of our Lighting Products business unit to IDEAL. If we choose to enter into such transactions,
we face certain risks including:

» the failure of an acquired business, investee or joint venture to meet our performance and financial expectations;
» identification of additional liabilities relating to an acquired business;

* loss of existing customers of our current and acquired businesses due to concerns that new product lines may be in
competition with the customers’ existing product lines or due to regulatory actions taken by governmental agencies;

» that we are not able to enter into acceptable contractual arrangements with the significant customers of an acquired
business;

« difficulty integrating an acquired business's operations, personnel and financial and operating systems into our current
business;

» that we are not able to develop and expand customer bases and accurately anticipate demand from end customers, which
can result in increased inventory and reduced orders as we experience wide fluctuations in supply and demand,;

« diversion of management attention;

» difficulty separating the operations, personnel and financial and operating systems of a spin-off or divestiture from our
current business;

» the possibility we are unable to complete the transaction and expend substantial resources without achieving the desired
benefit;

» the inability to obtain required regulatory agency approvals;

» reliance on a transaction counterparty for transition services for an extended period of time, which may result in
additional expenses and delay the integration of the acquired business and realization of the desired benefit of the
transaction;

* uncertainty of the financial markets or circumstances that cause conditions that are less favorable and/or different than
expected; and

+ expenses incurred to complete a transaction may be significantly higher than anticipated.

We may not be able to adequately address these risks or any other problems that arise from our prior or future acquisitions,
investments, joint ventures, divestitures or spin-offs. Any failure to successfully evaluate strategic opportunities and address risks
or other problems that arise related to any such business transaction could adversely affect our business, results of operations or
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financial condition.

Global economic conditions could materially adversely impact demand for our products and services.

Our operations and performance depend significantly on worldwide economic conditions. Uncertainty about global economic
conditions could result in customers postponing purchases of our products and services in response to tighter credit, unemployment,
negative financial news and/or declines in income or asset values and other macroeconomic factors, which could have a material
negative effect on demand for our products and services and, accordingly, on our business, results of operations or financial
condition. For example, any economic and political uncertainty caused by the United States tariffs imposed on goods from China,
among other potential countries, and any corresponding tariffs from China or such other countries in response, may negatively
impact demand and/or increase the cost for our products.

Additionally, our international sales are subject to variability as our selling prices become less competitive in countries with
currencies that are declining in value against the U.S. Dollar and more competitive in countries with currencies that are increasing
in value against the U.S. Dollar. In addition, our international purchases can become more expensive if the U.S. Dollar weakens
against the foreign currencies in which we are billed.

We are subject to risks related to international sales and purchases.

We expect that revenue from international sales will continue to represent a significant portion of our total revenue. As such, a
significant slowdown or instability in relevant foreign economies or lower investments in new infrastructure, could have a negative
impact on our sales. We also purchase a portion of the materials included in our products from overseas sources.

Our international sales and purchases are subject to numerous U.S. and foreign laws and regulations, including, without limitation,
tariffs, trade sanctions, trade barriers, trade embargoes, regulations relating to import-export control, technology transfer
restrictions, the International Traffic in Arms Regulation promulgated under the Arms Export Control Act, the Foreign Corrupt
Practices Act and the anti-boycott provisions of the U.S. Export Administration Act. For example, on May 15, 2019, the Bureau
of Industry and Security (BIS) of the U.S. Department of Commerce added Huawei Technologies Co., Ltd. and 68 of its affiliates
(collectively, “Huawei”) to the “Entity List” maintained by the U.S. Department of Commerce, which imposes limitations on the
supply of certain U.S. items and product support to Huawei. To comply with the Entity List restrictions, we suspended shipments
of all products to Huawei and cannot predict when we will be able to resume such shipments, which has reduced our revenue and
profit in at least the near term and increased our inventories of product intended for Huawei. If the U.S. Government maintains
the restrictions on Huawei or imposes restrictions on sales to other foreign customers, it will reduce company revenue and profit
related to that customer at least in the short term and could have a potential longer-term impact. Additionally, like many global
manufacturers, we continue to address the short-term and potential long-term impact of the United States tariffs imposed on Chinese
goods and corresponding Chinese tariffs in response. If we fail to comply with these laws and regulations, we could be liable for
administrative, civil or criminal liabilities, and, in the extreme case, we could be suspended or debarred from government contracts
or have our export privileges suspended, which could have a material adverse effect on our business.

International sales and purchases are also subject to a variety of other risks, including risks arising from currency fluctuations,
collection issues and taxes. We have entered and may in the future enter into foreign currency derivative financial instruments in
an effort to manage or hedge some of our foreign exchange rate risk. We may not be able to engage in hedging transactions in the
future, and, even if we do, foreign currency fluctuations may still have a material adverse effect on our results of operations.

We are subject to a number of risks associated with the recently completed sale of the Lighting Products business unit, and
these risks could adversely impact our operations, financial condition and business.

On May 13,2019, we closed the sale of our former Lighting Products business unit to IDEAL. We are subject to a number of risks
associated with this transaction, including risks associated with:

» the operation of our retained businesses without the Lighting Products business unit;

» the restrictions on and obligations with respect to our remaining businesses following closing set forth in the transition
services agreement and the LED supply agreement, in each case between us and IDEAL, including the need to provide
transition services in connection with the transaction, which may result in the diversion of resources and focus from our
remaining businesses;

*  issues, delays, complications and/or additional costs associated with the transition of the operations, systems, technology
infrastructure and data, third-party contracts, and personnel of the Lighting Products business unit and provision of
transition services, each, as applicable, within the term of the transition services agreement;
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» any required payments of indemnification obligations under the Purchase Agreement for retained liabilities and breaches
of representations, warranties or covenants; and

»  our failure to realize the full purchase price anticipated under the Purchase Agreement, including the ability of the Lighting
Products business unit to generate adjusted EBITDA in the third year post-closing sufficient to result in payment of the
targeted earnout or any earnout payment.

As a result of these risks, we may be unable to realize the anticipated benefits of the transaction, including the total amount of
cash we expect to realize. Our failure to realize the anticipated benefits of the transaction would adversely impact our operations,
financial condition and business and could limit our ability to pursue additional strategic transactions.

Our operations in foreign countries expose us to certain risks inherent in doing business internationally, which may adversely
affect our business, results of operations or financial condition.

We have revenue, operations, manufacturing facilities and contract manufacturing arrangements in foreign countries that expose
us to certain risks. For example, fluctuations in exchange rates may affect our revenue, expenses and results of operations as well
as the value of our assets and liabilities as reflected in our financial statements. We are also subject to other types of risks, including
the following:

»  protection of intellectual property and trade secrets;

« tariffs, customs, trade sanctions, trade embargoes and other barriers to importing/exporting materials and products in a
cost-effective and timely manner, or changes in applicable tariffs or custom rules;

* the burden of complying with and changes in U.S. or international taxation policies;
«  timing and availability of export licenses;

*  rising labor costs;

« disruptions in or inadequate infrastructure of the countries where we operate;

» difficulties in collecting accounts receivable;

« difficulties in staffing and managing international operations; and

* the burden of complying with foreign and international laws and treaties.

For example, the United States tariffs imposed on Chinese goods, among other potential countries and any corresponding tariffs
from China or such other countries in response may negatively impact demand and/or increase the costs for our products. In some
instances, we have received and may continue to receive incentives from foreign governments to encourage our investment in
certain countries, regions or areas outside of the United States. In particular, we have received and may continue to receive such
incentives in connection with our operations in Asia, as Asian national and local governments seek to encourage the development
of the technology industry. Government incentives may include tax rebates, reduced tax rates, favorable lending policies and other
measures, some or all of which may be available to us due to our foreign operations. Any of these incentives could be reduced or
eliminated by governmental authorities at any time or as a result of our inability to maintain minimum operations necessary to
earn the incentives. Any reduction or elimination of incentives currently provided for our operations could adversely affect our
business and results of operations. These same governments also may provide increased incentives to or require production processes
that favor local companies, which could further negatively impact our business and results of operations.

Changes in regulatory, geopolitical, social, economic, or monetary policies and other factors, if any, may have a material adverse
effect on our business in the future, or may require us to exit a particular market or significantly modify our current business
practices. Abrupt political change, terrorist activity and armed conflict pose a risk of general economic disruption in affected
countries, which could also result in an adverse effect on our business and results of operations.

We operate in industries that are subject to significant fluctuation in supply and demand and ultimately pricing that affects
our revenue and profitability.

The industries we serve are in different stages of adoption and are characterized by constant and rapid technological change, rapid
product obsolescence and price erosion, evolving standards, short product life-cycles in the case of the LED industry and fluctuations
in product supply and demand. The power, RF, and LED industries have experienced significant fluctuations, often in connection
with, or in anticipation of, product cycles and changes in general economic conditions. The semiconductor industry is characterized
by rapid technological change, high capital expenditures, short product life cycles and continuous advancements in process
technologies and manufacturing facilities. As the markets for our products mature, additional fluctuations may result from variability
and consolidations within the industry’s customer base. These fluctuations have been characterized by lower product demand,
production overcapacity, higher inventory levels and increased pricing pressure as currently experienced in the LED market. These
fluctuations have also been characterized by higher demand for key components and equipment used in, or in the manufacture of,
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our products resulting in longer lead times, supply delays and production disruptions. We have experienced these conditions in
our business and may experience such conditions in the future, which could have a material negative impact on our business,
results of operations or financial condition.

In addition, as we diversify our product offerings and as pricing differences in the average selling prices among our product lines
widen, a change in the mix of sales among our product lines may increase volatility in our revenue and gross margin from period
to period.

Our results of operations, financial condition and business could be harmed if we are unable to balance customer demand and
capacity.

As customer demand for our products changes, we must be able to adjust our production capacity to meet demand. We are continually
taking steps to address our manufacturing capacity needs for our products. If we are not able to increase or decrease our production
capacity at our targeted rate or if there are unforeseen costs associated with adjusting our capacity levels, we may not be able to
achieve our financial targets when our factories are underutilized. For example, while our utilization in Wolfspeed remains high,
our LED capacity is currently underutilized. We may be unable to build or qualify new capacity on a timely basis to meet customer
demand and customers may fulfill their orders with one of our competitors instead. In addition, as we introduce new products and
change product generations, we must balance the production and inventory of prior generation products with the production and
inventory of new generation products, whether manufactured by us or our contract manufacturers, to maintain a product mix that
will satisfy customer demand and mitigate the risk of incurring cost write-downs on the previous generation products, related raw
materials and tooling.

Due to the proportionately high fixed cost nature of our business (such as facility costs), if demand does not materialize at the rate
forecasted, we may not be able to scale back our manufacturing expenses or overhead costs to correspond to the demand. This
could result in lower margins and adversely impact our business and results of operations. Additionally, if productdemand decreases
or we fail to forecast demand accurately, our results may be adversely impacted due to higher costs resulting from lower factory
utilization, causing higher fixed costs per unit produced. Further, we may be required to recognize impairments on our long-lived
assets or recognize excess inventory write-off charges, or excess capacity charges, which would have a negative impact on our
results of operations.

In addition, our efforts to improve quoted delivery lead-time performance may result in corresponding reductions in order backlog.
A decline in backlog levels could result in more variability and less predictability in our quarter-to-quarter net revenue and operating
results.

If we are unable to effectively develop, manage and expand our sales channels for our products, our operating results may

suffer.

We sell a substantial portion of our products to distributors. We rely on distributors to develop and expand their customer base as
well as anticipate demand from their customers. If they are not successful, our growth and profitability may be adversely impacted.
Distributors must balance the need to have enough products in stock in order to meet their customers’ needs against their internal
target inventory levels and the risk of potential inventory obsolescence. The risks of inventory obsolescence are especially relevant
to technological products. The distributors’ internal target inventory levels vary depending on market cycles and a number of
factors within each distributor over which we have very little, if any, control. Distributors also have the ability to shift business to
different manufacturers within their product portfolio based on a number of factors, including new product availability and
performance. Similarly, we have the ability to add, consolidate, or remove distributors.

We typically recognize revenue on products sold to distributors when the item is shipped and title passes to the distributor (sell-
in method). Certain distributors have limited rights to return inventory under stock rotation programs and have limited price
protection rights for which we make estimates. We evaluate inventory levels in the distribution channel, current economic trends
and other related factors in order to account for these factors in our judgments and estimates. As inventory levels and product
return trends change or we make changes to our distributor roster, we may have to revise our estimates and incur additional costs,
and our gross margins and operating results could be adversely impacted.

Additionally, our distributors have in the past and may in the future choose to drop our product lines from their portfolio to avoid
losing access to our competitors’ products, resulting in a disruption in the project pipeline and lower than targeted sales for our
products. Our distributors have the ability to shift business to different suppliers within their product portfolio based on a number
of factors, including customer service and new product availability. If we are unable to effectively penetrate these channels or
develop alternate channels to ensure our products are reaching the intended customer base, our financial results may be adversely
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impacted. In addition, if we successfully penetrate or develop these channels, we cannot guarantee that customers will accept our
products or that we will be able to manufacture and deliver them in the timeline established by our customers.

Variations in our production could impact our ability to reduce costs and could cause our margins to decline and our operating
results to suffer.

All of our products are manufactured using technologies that are highly complex. The number of usable items, or yield, from our
production processes may fluctuate as a result of many factors, including but not limited to the following:

*  variability in our process repeatability and control,
*  contamination of the manufacturing environment;

* equipment failure, power outages, fires, flooding, information or other system failures or variations in the manufacturing
process;

* lack of consistency and adequate quality and quantity of piece parts, other raw materials and other bill of materials items;
* inventory shrinkage or human errors;
* defects in production processes (including system assembly) either within our facilities or at our suppliers; and

e  any transitions or changes in our production process, planned or unplanned.

In the past, we have experienced difficulties in achieving acceptable yields on certain products, which has adversely affected our
operating results. We may experience similar problems in the future, and we cannot predict when they may occur or their severity.

In some instances, we may offer products for future delivery at prices based on planned yield improvements or increased cost
efficiencies from other production advances. Failure to achieve these planned improvements or advances could have a significant
impact on our margins and operating results.

In addition, our ability to convert volume manufacturing to larger diameter substrates can be an important factor in providing a
more cost-effective manufacturing process. We continue converting the majority of our Wolfspeed power production from 100mm
to 150mm substrates. If we are unable to make this transition in a timely or cost-effective manner, our results could be negatively
impacted.

We rely on a number of key sole source and limited source suppliers and are subject to high price volatility on certain commodity
inputs, variations in parts quality, and raw material consistency and availability.

We depend on a number of sole source and limited source suppliers for certain raw materials, components, services and equipment
used in manufacturing our products, including key materials and equipment used in critical stages of our manufacturing processes.
Although alternative sources generally exist for these items, qualification of many of these alternative sources could take up to
six months or longer. Where possible, we attempt to identify and qualify alternative sources for our sole and limited source suppliers.

We generally purchase these sole or limited source items with purchase orders, and we have limited guaranteed supply arrangements
with such suppliers. Some of our sources can have variations in attributes and availability which can affect our ability to produce
products in sufficient volume or quality. We do not control the time and resources that these suppliers devote to our business, and
we cannot be sure that these suppliers will perform their obligations to us. Additionally, general shortages in the marketplace of
certain raw materials or key components may adversely impact our business. In the past, we have experienced decreases in our
production yields when suppliers have varied from previously agreed upon specifications or made other modifications we do not
specify, which impacted our cost of revenue.

Additionally, the inability of our suppliers to access capital efficiently could cause disruptions in their businesses, thereby negatively
impacting ours. This risk may increase if an economic downturn negatively affects key suppliers or a significant number of our
other suppliers. Any delay in product delivery or other interruption or variation in supply from these suppliers could prevent us
from meeting commercial demand for our products. If we were to lose key suppliers, if our key suppliers were unable to support
our demand for any reason or if we were unable to identify and qualify alternative suppliers, our manufacturing operations could
be interrupted or hampered significantly.

We rely on arrangements with independent shipping companies for the delivery of our products from vendors and to customers
both in the United States and abroad. The failure or inability of these shipping companies to deliver products or the unavailability
of shipping or port services, even temporarily, could have a material adverse effect on our business. We may also be adversely
affected by an increase in freight surcharges due to rising fuel costs and added security.

In our fabrication process, we consume a number of precious metals and other commodities, which are subject to high price
volatility. Our operating margins could be significantly affected if we are not able to pass along price increases to our customers.
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In addition, production could be disrupted by the unavailability of the resources used in production such as water, silicon, electricity
and gases. Future environmental regulations could restrict supply or increase the cost of certain of those materials.

The markets in which we operate are highly competitive and have evolving technical requirements.

The markets for our products are highly competitive. In the semiconductor market, we compete with companies that have greater
market share, name recognition, distribution and sales channels, and/or technical resources than we do. Competitors continue to
offer new products with aggressive pricing, additional features and improved performance. Competitive pricing pressures remain
a challenge and continue to accelerate the rate of decline in our sales prices, particularly in our LED Products segment. Aggressive
pricing actions by our competitors in our businesses could reduce margins if we are not able to reduce costs at an equal or greater
rate than the sales price decline.

As competition increases, we need to continue to develop new products that meet or exceed the needs of our customers. Therefore,
our ability to continually produce more efficient and lower cost power, RF, and LED products that meet the evolving needs of our
customers will be critical to our success. Competitors may also try to align with some of our strategic customers. This could lead
to lower prices for our products, reduced demand for our products and a corresponding reduction in our ability to recover
development, engineering and manufacturing costs. Any of these developments could have an adverse effect on our business,
results of operations or financial condition.

We will continue to face increased competition in the future across our businesses. If the investment in capacity exceeds the growth
in demand, such as exists in the current LED market, the LED market is likely to become more competitive with additional pricing
pressures. Additionally, new technologies could emerge or improvements could be made in existing technologies that may also
reduce the demand for LEDs in certain markets.

We depend on a limited number of customers, including distributors, for a substantial portion of our revenue, and the loss of,
or a significant reduction in purchases by, one or more of these customers could adversely affect our operating results.

We receive a significant amount of our revenue from a limited number of customers, including distributors, one of which represented
19% of our consolidated revenue in fiscal 2019. Many of our customer orders are made on a purchase order basis, which does not
generally require any long-term customer commitments. Therefore, these customers may alter their purchasing behavior with little
or no notice to us for various reasons, including developing, or, in the case of our distributors, their customers developing, their
own product solutions; choosing to purchase or distribute product from our competitors; incorrectly forecasting end market demand
for their products; or experiencing a reduction in their market share in the markets for which they purchase our products. If our
customers alter their purchasing behavior, if our customers’ purchasing behavior does not match our expectations or if we encounter
any problems collecting amounts due from them, our financial condition and results of operations could be negatively impacted.

Our revenue is highly dependent on our customers’ ability to produce, market and sell more integrated products.

Our revenue in our Wolfspeed and LED Products segments depends on getting our products designed into a larger number of our
customers’ products and in turn, our customers’ ability to produce, market and sell their products. For example, we have current
and prospective customers that create, or plan to create, power, and RF products or systems using our substrates, die, components
or modules. Even if our customers are able to develop and produce products or systems that incorporate our substrates, die,
components or modules, there can be no assurance that our customers will be successful in marketing and selling these products
or systems in the marketplace.

As a result of our continued expansion into new markets, we may compete with existing customers who may reduce their orders.

Through acquisitions and organic growth, we continue to expand into new markets and new market segments. Many of our existing
customers who purchase our Wolfspeed substrate materials or LED products develop and manufacture products using those wafers,
die and components that are offered into the same lighting, power and RF markets. As a result, some of our current customers
perceive us as a competitor in these market segments. In response, our customers may reduce or discontinue their orders for our
Wolfspeed substrate materials or LED products. This reduction in or discontinuation of orders could occur faster than our sales
growth in these new markets, which could adversely affect our business, results of operations or financial condition.

In order to compete, we must attract, motivate and retain key employees, and our failure to do so could harm our results of
operations.

Hiring and retaining qualified executives, scientists, engineers, technical staff, sales personnel and production personnel is critical
to our business, and competition for experienced employees in our industry can be intense. As a global company, this issue is not
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limited to the United States, but includes our other locations such as Europe and Asia. For example, there is substantial competition
for qualified and capable personnel, particularly experienced engineers and technical personnel, which may make it difficult for
us to recruit and retain qualified employees. If we are unable to staff sufficient and adequate personnel at our facilities, we may
experience lower revenue or increased manufacturing costs, which would adversely affect our results of operations.

To help attract, motivate and retain key employees, we use benefits such as stock-based compensation awards. If the value of such
awards does not appreciate, as measured by the performance of the price of our common stock or if our stock-based compensation
otherwise ceases to be viewed as a valuable benefit, our ability to attract, retain and motivate employees could be weakened, which
could harm our business and results of operations.

Our results may be negatively impacted if customers do not maintain their favorable perception of our brands and products.

Maintaining and continually enhancing the value of our brands is critical to the success of our business. Brand value is based in
large part on customer perceptions. Success in promoting and enhancing brand value depends in large part on our ability to provide
high-quality products. Brand value could diminish significantly due to a number of factors, including adverse publicity about our
products (whether valid or not), a failure to maintain the quality of our products (whether perceived or real), the failure of our
products or Cree to deliver consistently positive consumer experiences, the products becoming unavailable to consumers or
consumer perception that we have acted in an irresponsible manner. Damage to our brand, reputation or loss of customer confidence
in our brand or products could result in decreased demand for our products and have a negative impact on our business, results of
operations or financial condition.

We may be subject to confidential information theft or misuse, which could harm our business and results of operations.

We face attempts by others to gain unauthorized access to our information technology systems on which we maintain proprietary
and other confidential information. Our security measures may be breached as the result of industrial or other espionage actions
of outside parties, employees, employee error, malfeasance or otherwise, and as a result, an unauthorized party may obtain access
to our systems. The risk of a security breach or disruption, particularly through cyber-attacks, or cyber intrusion, including by
computer hackers, foreign governments, and cyber terrorists, has generally increased as cyber-attacks have become more prevalent
and harder to detect and fight against. Additionally, outside parties may attempt to access our confidential information through
other means, for example by fraudulently inducing our employees to disclose confidential information. We actively seek to prevent,
detect and investigate any unauthorized access, which sometimes occurs. We might be unaware of any such access or unable to
determine its magnitude and effects. The theft and/or unauthorized use or publication of our trade secrets and other confidential
business information as a result of such an incident could adversely affect our competitive position and the value of our investment
inresearch and development could be reduced. Our business could be subject to significant disruption and we could suffer monetary
or other losses.

Our disclosure controls and procedures address cybersecurity and include elements intended to ensure that there is an analysis of
potential disclosure obligations arising from security breaches. In addition, we are subject to data privacy, protection and security
laws and regulations, including the European General Data Protection Act (GDPR) that governs personal information of European
persons, which became effective on May 25, 2018. We also maintain compliance programs to address the potential applicability
of restrictions against trading while in possession of material, nonpublic information generally and in connection with a cyber-
security breach. However, a breakdown in existing controls and procedures around our cyber-security environment may prevent
us from detecting, reporting or responding to cyber incidents in a timely manner and could have a material adverse effect on our
financial position and value of our stock.

Litigation could adversely affect our operating results and financial condition.

We are often involved in litigation, primarily patent litigation. Defending against existing and potential litigation will likely require
significant attention and resources and, regardless of the outcome, result in significant legal expenses, which could adversely affect
our results unless covered by insurance or recovered from third parties. If our defenses are ultimately unsuccessful or if we are
unable to achieve a favorable resolution, we could be liable for damage awards that could materially affect our results of operations
and financial condition.

Where necessary, we may initiate litigation to enforce our patent or other intellectual property rights, which could adversely impact
our relationship with certain customers. Any such litigation may require us to spend a substantial amount of time and money and
could distract management from our day-to-day operations. Moreover, there is no assurance that we will be successful in any such
litigation.
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Our business may be impaired by claims that we, or our customers, infringe the intellectual property rights of others.

Vigorous protection and pursuit of intellectual property rights characterize our industry. These traits have resulted in significant
and often protracted and expensive litigation. Litigation to determine the validity of patents or claims by third parties of infringement
of patents or other intellectual property rights could result in significant legal expense and divert the efforts of our technical
personnel and management, even if the litigation results in a determination favorable to us. In the event of an adverse result in
such litigation, we could be required to:

*  pay substantial damages;

* indemnify our customers;

*  stop the manufacture, use and sale of products found to be infringing;

*  incur asset impairment charges;

» discontinue the use of processes found to be infringing;

*  expend significant resources to develop non-infringing products or processes; or

*  obtain a license to use third party technology.

There can be no assurance that third parties will not attempt to assert infringement claims against us, or our customers, with respect
to our products. In addition, our customers may face infringement claims directed to the customer’s products that incorporate our
products, and an adverse result could impair the customer’s demand for our products. We have also promised certain of our
customers that we will indemnify them in the event they are sued by our competitors for infringement claims directed to the
products we supply. Under these indemnification obligations, we may be responsible for future payments to resolve infringement
claims against them.

From time to time, we receive correspondence asserting that our products or processes are or may be infringing patents or other
intellectual property rights of others. If we believe the assertions may have merit or in other appropriate circumstances, we may
take steps to seek to obtain a license or to avoid the infringement. We cannot predict, however, whether a license will be available;
that we would find the terms of any license offered acceptable; or that we would be able to develop an alternative solution. Failure
to obtain a necessary license or develop an alternative solution could cause us to incur substantial liabilities and costs and to suspend
the manufacture of affected products.

There are limitations on our ability to protect our intellectual property.

Our intellectual property position is based in part on patents owned by us and patents licensed to us. We intend to continue to file
patent applications in the future, where appropriate, and to pursue such applications with U.S. and certain foreign patent authorities.

Our existing patents are subject to expiration and re-examination and we cannot be sure that additional patents will be issued on
any new applications around the covered technology or that our existing or future patents will not be successfully contested by
third parties. Also, since issuance of a valid patent does not prevent other companies from using alternative, non-infringing
technology, we cannot be sure that any of our patents, or patents issued to others and licensed to us, will provide significant
commercial protection, especially as new competitors enter the market.

We periodically discover products that are counterfeit reproductions of our products or that otherwise infringe on our intellectual
property rights. The actions we take to establish and protect trademarks, patents and other intellectual property rights may not be
adequate to prevent imitation of our products by others, and therefore, may adversely affect our sales and our brand and result in
the shift of customer preference away from our products. Further, the actions we take to establish and protect trademarks, patents
and other intellectual property rights could result in significant legal expense and divert the efforts of our technical personnel and
management, even if the litigation or other action results in a determination favorable to us.

We also rely on trade secrets and other non-patented proprietary information relating to our product development and manufacturing
activities. We try to protect this information through appropriate efforts to maintain its secrecy, including requiring employees and
third parties to sign confidentiality agreements. We cannot be sure that these efforts will be successful or that the confidentiality
agreements will not be breached. We also cannot be sure that we would have adequate remedies for any breach of such agreements
or other misappropriation of our trade secrets, or that our trade secrets and proprietary know-how will not otherwise become known
or be independently discovered by others.

We may be required to recognize a significant charge to earnings if our goodwill or other intangible assets become impaired.

Goodwill is reviewed for impairment annually and when events or changes in circumstances indicate that the carrying value of an
asset may not be recoverable. We assess the recoverability of the unamortized balance of our finite-lived intangible assets when
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indicators of potential impairment are present. Factors that may indicate that the carrying value of our goodwill or other intangible
assets may not be recoverable include a decline in our stock price and market capitalization and slower growth rates in our industry.
The recognition of a significant charge to earnings in our consolidated financial statements resulting from any impairment of our
goodwill or other intangible assets could adversely impact our results of operations.

The adoption of or changes in government and/or industry policies, standards or regulations relating to the efficiency,
performance, use or other aspects of our products could impact the demand for our products.

The adoption of or changes in government and/or industry policies, standards or regulations relating to the efficiency, performance
or other aspects of our products may impact the demand for our products. Demand for our products may also be impacted by
changes in government and/or industry policies, standards or regulations that discourage the use of certain traditional lighting
technologies. For example, efforts to change, eliminate or reduce industry or regulatory standards could negatively impact our
Wolfspeed power and LED businesses. These constraints may be eliminated or delayed by legislative action, which could have a
negative impact on demand for our products. Our ability and the ability of our competitors to meet these new requirements could
impact competitive dynamics in the market.

We are exposed to fluctuations in the market value of our investment portfolio and in interest rates, and therefore, impairment
of our investments or lower investment income could harm our earnings.

We are exposed to market value and inherent interest rate risk related to our investment portfolio. We have historically invested
portions of our available cash in fixed interest rate securities such as high-grade corporate debt, commercial paper, municipal
bonds, certificates of deposit, government securities and other fixed interest rate investments. The primary objective of our cash
investment policy is preservation of principal. However, these investments are generally not Federal Deposit Insurance Corporation
insured and may lose value and/or become illiquid regardless of their credit rating.

From time to time, we have also made investments in public and private companies that engage in complementary businesses. For
example, during fiscal 2015 we made an investment in Lextar Electronics Corporation (Lextar), a publicly traded company based
in Taiwan. An investment in another company is subject to the risks inherent in the business of that company and to trends affecting
the equity markets as a whole. Investments in publicly held companies are subject to market risks and, like our investment in
Lextar, may not be liquidated easily. As a result, we may not be able to reduce the size of our position or liquidate our investments
when we deem appropriate to limit our downside risk. Should the value of any such investments we hold decline, the related write-
down in value could have a material adverse effect on our financial condition and results of operations. For example, the value of
our Lextar investment declined from the date of our investment in December 2014 through the end of fiscal 2019 with variability
between quarters, and may continue to decline in the future.

’

Our business may be adversely affected by uncertainties in the global financial markets and our or our customers’ or suppliers
ability to access the capital markets.

Global financial markets continue to reflect uncertainty. Given these uncertainties, there could be future disruptions in the global
economy, financial markets and consumer confidence. If economic conditions deteriorate unexpectedly, our business and results
of operations could be materially and adversely affected. For example, our customers, including our distributors and their customers,
may experience difficulty obtaining the working capital and other financing necessary to support historical or projected purchasing
patterns, which could negatively affect our results of operations.

Although we believe we have adequate liquidity and capital resources to fund our operations internally and under our existing line
of credit, our inability to access the capital markets on favorable terms in the future, or at all, may adversely affect our financial
performance. The inability to obtain adequate financing from debt or capital sources in the future could force us to self-fund
strategic initiatives or even forego certain opportunities, which in turn could potentially harm our performance.

If our products fail to perform or fail to meet customer requirements or expectations, we could incur significant additional
costs, including costs associated with the recall of those items.

The manufacture of our products involves highly complex processes. Our customers specify quality, performance and reliability
standards that we must meet. If our products do not meet these standards, we may be required to replace or rework the products.
In some cases, our products may contain undetected defects or flaws that only become evident after shipment and installation.
Even if our products meet standard specifications, our customers may attempt to use our products in applications for which they
were not designed or in products that were not designed or manufactured properly, resulting in product failures and creating
customer satisfaction issues.
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We have experienced product quality, performance or reliability problems from time to time and defects or failures may occur in
the future. If failures or defects occur, they could result in significant losses or product recalls due to:

*  costs associated with the removal, collection and destruction of the product;

*  payments made to replace product;

*  costs associated with repairing the product;

« the write-down or destruction of existing inventory;

* insurance recoveries that fail to cover the full costs associated with product recalls;
* lost sales due to the unavailability of product for a period of time;

* delays, cancellations or rescheduling of orders for our products; or

* increased product returns.

A significant product recall could also result in adverse publicity, damage to our reputation and a loss of customer or consumer
confidence in our products. We also may be the target of product liability lawsuits or regulatory proceedings by the Consumer
Product Safety Commission (CPSC) and could suffer losses from a significant product liability judgment or adverse CPSC finding
against us if the use of our products at issue is determined to have caused injury or contained a substantial product hazard.

We provide warranty periods ranging from 90 days to 5.5 years on our products. Although we believe our reserves are appropriate,
we are making projections about the future reliability of new products and technologies, and we may experience increased variability
in warranty claims. Increased warranty claims could result in significant losses due to arise in warranty expense and costs associated
with customer support.

Changes in our effective tax rate may affect our results.

Our future effective tax rates may be affected by a number of factors including:
* the jurisdiction in which profits are determined to be earned and taxed;

* changes in tax laws or interpretation of such tax laws and changes in generally accepted accounting principles, for
example interpretations and U.S. regulations issued as a result of the significant changes to the U.S. tax law included
within the Tax Cuts and Jobs Act of 2017 (the Tax Legislation);

» the resolution of issues arising from tax audits with various authorities;

*  changes in the valuation of our deferred tax assets and liabilities;

* adjustments to estimated taxes upon finalization of various tax returns;

* increases in expenses not deductible for tax purposes, including impairment of goodwill in connection with acquisitions;
* changes in available tax credits;

* the recognition and measurement of uncertain tax positions;

*  variations in realized tax deductions for certain stock-based compensation awards (such as non-qualified stock options
and restricted stock) from those originally anticipated; and

* the repatriation of non-U.S. earnings for which we have not previously provided for taxes or any changes in legislation
that may result in these earnings being taxed, regardless of our decision regarding repatriation of funds, for example,
the Tax Legislation, enacted in the second quarter of fiscal 2018, included a one-time tax on deemed repatriated earnings
of non-U.S. subsidiaries.

Any significant increase or decrease in our future effective tax rates could impact net (loss) income for future periods. In addition,
the determination of our income tax provision requires complex estimations, significant judgments and significant knowledge and
experience concerning the applicable tax laws. To the extent our income tax liability materially differs from our income tax
provisions due to factors, including the above, which were not anticipated at the time we estimated our tax provision, our net (loss)
income or cash flows could be affected.

Failure to comply with applicable environmental laws and regulations worldwide could harm our business and results of
operations.

The manufacturing, assembling and testing of our products require the use of hazardous materials that are subject to a broad array
of environmental, health and safety laws and regulations. Our failure to comply with any of these applicable laws or regulations
could result in:

» regulatory penalties, fines, legal liabilities and the forfeiture of certain tax benefits;
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*  suspension of production;
» alteration of our fabrication, assembly and test processes; and

*  curtailment of our operations or sales.

In addition, our failure to manage the use, transportation, emission, discharge, storage, recycling or disposal of hazardous materials
could subject us to increased costs or future liabilities. Existing and future environmental laws and regulations could also require
us to acquire pollution abatement or remediation equipment, modify our product designs or incur other expenses, such as permit
costs, associated with such laws and regulations. Many new materials that we are evaluating for use in our operations may be
subject to regulation under existing or future environmental laws and regulations that may restrict our use of one or more of such
materials in our manufacturing, assembly and test processes or products. Any of these restrictions could harm our business and
results of operations by increasing our expenses or requiring us to alter our manufacturing processes.

Our results could vary as a result of the methods, estimates and judgments that we use in applying our accounting policies,
including changes in the accounting standards to be applied.

The methods, estimates and judgments that we use in applying our accounting policies have a significant impact on our results
(see “Critical Accounting Policies and Estimates” in Management’s Discussion and Analysis of Financial Condition and Results
of Operations included in Item 7 of this Annual Report). Such methods, estimates and judgments are, by their nature, subject to
substantial risks, uncertainties and assumptions, and factors may arise over time that lead us to change our methods, estimates and
judgments. Changes in those methods, estimates and judgments could significantly affect our results of operations or financial
condition.

Likewise, our results may be impacted due to changes in the accounting standards to be applied, such as the increased use of fair
value measurement standards and changes in revenue recognition requirements.

Catastrophic events may disrupt our business.

A disruption or failure of our systems or operations in the event of a natural disaster, health pandemic, such as an influenza outbreak
within our workforce, or man-made catastrophic event could cause delays in completing sales, continuing production or performing
other critical functions of our business, particularly if a catastrophic event occurred at our primary manufacturing locations or our
subcontractors' locations. Any of these events could severely affect our ability to conduct normal business operations and, as a
result, our operating results could be adversely affected. There may also be secondary impacts that are unforeseeable as well, such
as impacts to our customers, which could cause delays in new orders, delays in completing sales or even order cancellations.

Our stock price may be volatile.

Historically, our common stock has experienced substantial price volatility, particularly as a result of significant fluctuations in
our revenue, earnings and margins over the past few years, and variations between our actual financial results and the published
expectations of analysts. For example, the closing price per share of our common stock on the Nasdaq Global Select Market ranged
from a low of $33.72 to a high of $68.50 during fiscal 2019. If our future operating results or margins are below the expectations
of stock market analysts or our investors, our stock price will likely decline.

Speculation and opinions in the press or investment community about our strategic position, financial condition, results of operations
or significant transactions can also cause changes in our stock price. In particular, speculation on our go-forward strategy,
competition in some of the markets we address such as electric vehicles and LED lighting, the ramp up of our Wolfspeed business,
and the potential or perceived potential impact of tariffs, may have a dramatic effect on our stock price.

We have outstanding debt which could materially restrict our business and adversely affect our financial condition, liquidity
and results of operations.

Our indebtedness currently consists of $575.0 million aggregate principal amount of 0.875% convertible senior notes due September
1, 2023 (the Notes) and potential borrowings from our revolving line of credit. Our ability to pay interest and repay the principal
for any outstanding indebtedness under our line of credit or the Notes is dependent upon our ability to manage our business
operations and generate sufficient cash flows to service such debt. There can be no assurance that we will be able to manage any
of these risks successfully.

The level of our outstanding debt may adversely affect our operating results and financial condition by, among other things:

* increasing our vulnerability to downturns in our business, to competitive pressures and to adverse general economic and
industry conditions;
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*  requiring the dedication of an increased portion of our expected cash flows from operations to service our indebtedness,
thereby reducing the amount of expected cash flow available for other purposes, including capital expenditures, research
and development and stock repurchases;

*  limiting our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;

* placing us at a competitive disadvantage compared to our peers that may have less indebtedness than we have by limiting
our ability to borrow additional funds needed to operate and grow our business; and

* increasing our interest expense if interest rates increase.

Our line of credit requires us to maintain compliance with certain financial ratios. In addition, our line of credit contains certain
restrictions that could limit our ability to, among other things: incur additional indebtedness, dispose of assets, create liens on
assets, make acquisitions or engage in mergers or consolidations, and engage in certain transactions with our subsidiaries and
affiliates. The Indenture governing the Notes requires us to repurchase the Notes upon certain fundamental changes relating to our
common stock, and also prohibits our consolidation, merger, or sale of all or substantially all of our assets except with or to a
successor entity assuming our obligations under the Indenture. The restrictions imposed by our line of credit and by the Indenture
governing our Notes could limit our ability to plan for or react to changing business conditions, or could otherwise restrict our
business activities and plans.

Our ability to comply with our loan covenants and the provisions of the Indenture governing our Notes may also be affected by
events beyond our control and if any of these restrictions or terms is breached, it could lead to an event of default under our line
of credit or the Notes. A default, if not cured or waived, may permit acceleration of our indebtedness. In addition, our lenders could
terminate their commitments to make further extensions of credit under our line of credit. If our indebtedness is accelerated, we
cannot be certain that we will have sufficient funds to pay the accelerated indebtedness or that we will have the ability to refinance
accelerated indebtedness on terms favorable to us or at all.

Regulations related to conflict-free minerals may force us to incur additional expenses.

The Dodd-Frank Wall Street Reform and Consumer Protection Act contains provisions to improve transparency and accountability
concerning the supply of minerals originating from the conflict zones of the Democratic Republic of Congo (DRC) and adjoining
countries. As a result, in August 2012 the SEC established new annual disclosure and reporting requirements for those companies
who may use “conflict” minerals mined from the DRC and adjoining countries in their products. Our most recent disclosure
regarding our due diligence was filed in May 2019 for calendar year 2018. These requirements could affect the sourcing and
availability of certain minerals used in the manufacture of our products. As a result, we may not be able to obtain the relevant
minerals at competitive prices and there will likely be additional costs associated with complying with the due diligence procedures
as required by the SEC. In addition, because our supply chain is complex, we may face reputational challenges with our customers
and other stakeholders if we are unable to sufficiently verify the origins of all minerals used in our products through the due
diligence procedures, and we may incur additional costs as a result of changes to product, processes or sources of supply as a
consequence of these requirements.

Item 1B. Unresolved Staff Comments

Not applicable.
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Item 2. Properties

The table below sets forth information with respect to our significant owned and leased facilities as of June 30, 2019. The sizes
of the locations represent the approximate gross square footage of each site’s buildings.

Size (approximate gross square footage)

Facility
Segment Services and  Administrative Housing /

Location Utilization' Total Production = Warehousing Function Other
Owned Facilities

Durham, NC........ccoevneuennee. All 920,096 472,126 14,037 433,933 —

Research Triangle Park, NC . 1 203,995 91,063 62,855 50,077 —

Huizhou, China..................... 2 823,951 332,271 116,568 41,764 333,348
Total owned.................ccccoeennenn. 1,948,042 895,460 193,460 525,774 333,348
Leased Facilities

Morgan Hill, CA................... 1 83,828 54,488 — 29,340 —

Fayetteville, AR .................... 1 33,631 18,771 — 14,860

Hong Kong......c.cccceevvevvcnnenne. All 29,891 — 4,100 24,602 1,189
Total leased .................cccceenenen. 147,350 73,259 4,100 68,802 1,189
Total gross square footage.......... 2,095,392 968,719 197,560 594,576 334,537

M Segments are identified as follows: 1) Wolfspeed and 2) LED Products.

Our corporate headquarters, primary research and development operations, and primary manufacturing operations are located
within the Durham, North Carolina facilities that we own and sit on 141 acres of owned land.

Our power and RF products are primarily produced at our owned manufacturing facility located in Research Triangle Park, North
Carolina, which sits on 55 acres of owned land. Additionally, these products are produced at a leased facility in Morgan Hill,
California.

LED products are produced at our owned manufacturing facilities located in Huizhou, Guangdong Province, China. We also own
dormitories for housing our Chinese employees that are located near and adjacent to the owned manufacturing facilities. The
owned manufacturing facilities, dormitories, and support buildings are located on land that is leased from the Chinese government
through two leases. The first land lease is for 12 acres that expires in June 2057 and supports the manufacturing facilities. The
second land lease is for five acres that expires in December 2082 and is used for dormitory buildings.

We also maintain manufacturing, sales and support offices in leased office premises in North America, Asia, and Europe.
Item 3. Legal Proceedings

The information required by this item is set forth under Note 16, “Commitments and Contingencies,” in our consolidated financial
statements included in Item 8 of this Annual Report, and is incorporated herein by reference.

Item 4. Mine Safety Disclosures

Not applicable.
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PART 11

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Common Stock Market Information

Our common stock is traded on the Nasdaq Global Select Market and is quoted under the symbol CREE. There were 285 holders
of record of our common stock as of August 16, 2019.

Stock Performance Graph

The following information in this Item 5 of this Annual Report on Form 10-K is not deemed to be “soliciting material” or to
be “filed” with the SEC or subject to Regulation 144 or 14C under the Exchange Act or to the liabilities of Section 18 of the
Exchange Act, and will not be deemed to be incorporated by reference into any filing under the Securities Act or the Exchange
Act, except to the extent we specifically incorporate it by reference into such filing.

The following graph and related table compare the cumulative total return on our common stock with the cumulative total returns
of the Nasdaq Composite Index and the Nasdaq Electronic Components Index, assuming an investment of $100.00 on June 29,
2014 and the reinvestment of dividends.

$250
©
$200
$150
$100
$50 - =
$0 \ \ \ \ \ \
6/29/2014 6/28/2015 6/26/2016 6/25/2017 6/24/2018 6/30/2019
—E— Cree, Inc. —k Nasdaq Composite Index —e— Nasdaq Electronic Components Index
6/29/2014  6/28/2015  6/26/2016  6/25/2017  6/24/2018  6/30/2019
Cree, Inc. ..o $100.00 $55.69 $47.83 $50.74 $95.39 $112.44
Nasdaq Composite Index........................ 100.00 116.85 106.99 144.05 178.76 188.12
Nasdaq Electronic Components Index .. 100.00 110.50 108.52 154.43 218.78 219.17

Sale of Unregistered Securities

Other than as previously reported in our Current Reports on Form 8-K, there were no unregistered securities sold during fiscal
2019.
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Item 6. Selected Financial Data

The consolidated statement of operations data set forth below with respect to the fiscal years ended June 30,2019, June 24, 2018,
and June 25, 2017 and the consolidated balance sheet data at June 30, 2019 and June 24, 2018 are derived from, and are qualified
by reference to, the audited consolidated financial statements included in Item 8 of this Annual Report and should be read in
conjunction with those financial statements, the notes thereto and the information in Item 7, "Management's Discussion of Analysis
of Financial Condition and Results of Operations." The consolidated statement of operations data for the fiscal years ended June 26,
2016 and June 28, 2015 and the consolidated balance sheet data at June 25, 2017, June 26, 2016, and June 28, 2015 are derived
from audited consolidated financial statements not included herein.

Selected Consolidated Financial Data

(in millions of U.S. Dollars, except share data)

Statement of Operations Data @

Revenue, Net........occveviincineniincree e
Operating 10SS......cc.evvereirieireee e
Net loss from continuing operations .........................
Net (loss) income from discontinued operations.......

Net loss attributable to controlling interest ...............

Basic loss per share

Continuing operations attributable to controlling

TNEETESE. ..ottt

Net loss attributable to controlling interest.............

Diluted loss per share

Continuing operations attributable to controlling

TN (] TR

Net loss attributable to controlling interest.............

Weighted average shares (in thousands)

Consolidated Balance Sheet Data (V@

Total cash, cash equivalents and short-term

INVESTMENLS ...ttt

Working capital...........cccovevvivieiiiieieieieieieiennn

Total assets

Total long-term liabilities ...........c.ccceveveinecnenne.

Total €qUILY ....cveeveevieeieiieieeeeieeeeeeeee e

Fiscal Years Ended
June 30,2019 June 24,2018 June 25,2017 June 26,2016 June 28, 2015
$1,080.0 $924.9 $771.5 $727.5 $726.0
(15.9) (28.0) (20.1) (36.3) (90.4)
(57.9) (16.4) (88.1) (39.4) (75.5)
(317.2) (263.5) (10.0) 17.9 10.8
(375.1) (280.0) (98.1) (21.5) (64.7)
($0.56) ($0.17) ($0.89) ($0.39) ($0.67)
($3.62) ($2.81) ($1.00) ($0.21) ($0.57)
($0.56) ($0.17) ($0.89) ($0.39) ($0.67)
($3.62) ($2.81) ($1.00) ($0.21) ($0.57)
103,576 99,530 98,487 101,783 113,022
103,576 99,530 98,487 101,783 113,022
June 30,2019 June 24,2018 June 25,2017 June 26,2016 June 28, 2015
$1,051.4 $387.1 $610.9 $605.3 $713.2
1,144.6 641.8 888.6 933.7 1,053.5
2,816.9 2,637.8 2,649.9 2,766.1 2,948.0
507.5 317.1 215.0 175.2 231.3
2,041.2 2,072.1 2,222.8 2,367.8 2,462.0

() Statement of operations data presented for the years ended June 30, 2019 and June 24, 2018 and the consolidated balance sheet data presented as of June 30,
2019 and June 24, 2018 include the financial impacts of the acquisition of the RF Power business from Infineon, which was completed on March 6, 2018.

@ Statement of operations data presented for the years prior to June 30, 2019 have been adjusted to reflect the results of our Lighting Products business unit as a
discontinued operation. The business unit was sold on May 13, 2019.

@ Consolidated balance sheet data for years prior to June 30, 2019 includes the historical balance sheet data of our former Lighting Products business unit.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Executive Summary

The following discussion is designed to provide a better understanding of our audited consolidated financial statements and notes
thereto, including a brief discussion of our business and products, key factors that impacted our performance and a summary of
our operating results. The following discussion should be read in conjunction with our consolidated financial statements included
in Item 8 of this Annual Report. Historical results and percentage relationships among any amounts in the financial statements are
not necessarily indicative of trends in operating results for any future periods. Unless otherwise noted, the following information
and discussion relates to the Company's continuing operations.

Industry Dynamics and Trends

There are a number of industry factors that affect our business which include, among others:

Overall Demand for Products and Applications using SiC power devices, GaN and Si RF devices, and LEDs. Our potential
for growth depends significantly on the adoption of SiC and GaN materials and device products in the power and RF
markets, the continued use of Si devices in the RF telecommunications market, the continued adoption of LEDs and LED
lighting, and our ability to win new designs for these applications. Demand also fluctuates based on various market cycles,
continuously evolving industry supply chains, trade and tariff terms, as well as evolving competitive dynamics in each
of the respective markets. These uncertainties make demand difficult to forecast for us and our customers.

Intense and Constantly Evolving Competitive Environment. Competition in the industries we serve is intense. Many
companies have made significant investments in product development and production equipment. Product pricing
pressures exist as market participants often undertake pricing strategies to gain or protect market share, increase the
utilization of their production capacity and open new applications in the power, RF and LED markets we serve. To remain
competitive, market participants must continuously increase product performance, reduce costs and develop improved
ways to serve their customers. To address these competitive pressures, we have invested in research and development
activities to support new product development, lower product costs and deliver higher levels of performance to differentiate
our products in the market. In addition, we invest in systems, people and new processes to improve our ability to deliver
a better overall experience for our customers.

Governmental Trade and Regulatory Conditions. Our potential for growth, as with most multi-national companies,
depends on a balanced and stable trade, political, economic and regulatory environment among the countries where we
do business. Changes in trade policy such as the imposition of tariffs or export bans to specific customers or countries
could reduce or limit demand for our products in certain markets.

Technological Innovation and Advancement. Innovations and advancements in materials, power, RF, and LED
technologies continue to expand the potential commercial application for our products. However, new technologies or
standards could emerge or improvements could be made in existing technologies that could reduce or limit the demand
for our products in certain markets.

Intellectual Property Issues. Market participants rely on patented and non-patented proprietary information relating to
product development, manufacturing capabilities and other core competencies of their business. Protection of intellectual
property is critical. Therefore, steps such as additional patent applications, confidentiality and non-disclosure agreements,
as well as other security measures are generally taken. To enforce or protect intellectual property rights, litigation or
threatened litigation is common.

Fiscal 2019 Overview

The following is a summary of our financial results for the year ended June 30, 2019:

Our year-over-year revenue increased by $155.1 million to $1.1 billion.
Gross margin increased to 36.2% from 32.7%. Gross profit increased by $89.0 million to $391.0 million.

Operating loss from continuing operations was $15.9 million in fiscal 2019 compared to operating loss from continuing
operations of $28.0 million in fiscal 2018.

Diluted loss per share from continuing operations attributable to controlling interest was $0.56 in fiscal 2019 compared
to $0.17 in fiscal 2018.

Combined cash, cash equivalents and short-term investments increased to $1,051.4 million at June 30, 2019 from $387.1
million at June 24, 2018. Cash provided by operating activities was $202.3 million in fiscal 2019 compared to $173.5
million in fiscal 2018.

Purchases of property and equipment were $142.4 million in fiscal 2019 compared to $185.7 million in fiscal 2018.
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Business Outlook

We are uniquely positioned as an innovator in both of our business segments. The strength of our balance sheet and operating cash
flow provides us the ability to invest in our businesses, as indicated by our planned construction of a state-of-the-art, automated
200mm capable SiC and GaN fabrication facility and a large materials factory to expand our SiC capacity which was announced
in May 2019.

We are focused on the following priorities to support our goals of delivering higher revenue and shareholder returns over time:

*  Wolfspeed - invest in the business to expand the scale, further develop the technologies, and accelerate the growth
opportunities of SiC materials, SiC power devices and modules, and GaN and Si RF devices.

*  LED Products - focus our efforts where our best-in-class technology and application-optimized solutions are differentiated
and valued.

» Improve the customer experience and service levels in all of our businesses.
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Results of Operations

Selected consolidated statement of operations data for the years ended June 30,2019, June 24,2018 and June 25,2017 is as follows:

Fiscal Years Ended
June 30,2019 June 24,2018 June 25,2017
% of % of % of

(in millions of U.S Dollars, except share data) Amount Revenue Amount Revenue Amount Revenue
Revenue, net .............ccccocoevvrinininnnnnne $1,080.0 100.0 % $924.9 100.0 % $771.5 100.0 %
Cost of revenue, net..........ccoeevvvvennenn. 689.0 63.8 % 622.9 67.3 % 527.5 684 %
Gross profit.............ccoceviiiiiiiiniii, 391.0 36.2 % 302.0 32.7 % 244.0 31.6 %
Research and development................... 157.9 14.6 % 127.3 13.8 % 113.8 14.8 %
Sales, general and administrative ......... 200.7 18.6 % 170.3 18.4 % 145.7 18.9 %
Amortization or impairment of
acquisition-related intangibles.............. 15.6 14 % 7.2 0.8 % 34 04 %
Loss on disposal or impairment of
Other @SSELS...ccueveieieieeieiieiee e 4.7 04 % 8.4 0.9 % 1.8 0.2 %
Other operating expense (income)........ 28.0 2.6 % 16.8 1.8 % (0.6) (0.1)%
Operating loss.............ccooevvvviveneennn. (15.9) 1.5% (28.0) 3.0)% (20.1) (2.6)%
Non-operating expense (income), net... 293 2.7 % (10.4) (1.1)% (13.0) 1.7)%
Loss before income taxes.................... 45.2) 4.2)% (17.6) 1.9% 7.1 0.9%
Income tax expense (benefit)................ 12.7 1.2 % (1.2) (0.1)% 81.0 10.5 %
Net loss from continuing operations . (57.9) S.H% (16.4) (1.8)% (88.1) (11.4)%
Net loss from discontinued operations . (317.2) (29.4)Y% (263.5) (28.5)% (10.0) (1.3)%
Net1oSS .....ovoieieieieieieeeee e (375.1) (B4.7)% (279.9) 30.3)% (98.1) (12.71%
Net income attributable to
noncontrolling interest............ccccoevuenee. — — % 0.1 0.0 % — — %
Net loss attributable to controlling
interest ..........cocooeviiiiiininininee ($375.1) (B4.7)% ($280.0) 30.3)% ($98.1) (12.7)%
Basic loss per share

Continuing operations attributable

to controlling interest....................... ($0.56) ($0.17) ($0.89)

Net loss attributable to controlling

INEETES..vivecviietieetieeeteceeee e ($3.62) ($2.81) ($1.00)
Diluted loss per share

Continuing operations attributable

to controlling interest....................... ($0.56) ($0.17) ($0.89)

Net loss attributable to controlling

1S (] R ($3.62) ($2.81) ($1.00)
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Revenue

Revenue was comprised of the following:

Fiscal Years Ended Year-Over-Year Change
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25,2017 2018 to 2019 2017 to 2018
Wolfspeed.......cccoeeireeneenee. $538.2 $328.6 $221.2 $209.6 64 %  $107.4 49%
Percent of revenue............... 50% 36% 29%
LED Products........cccccvrueunnee. 541.8 596.3 550.3 (54.5) 9)% 46.0 8%
Percent of revenue............... 50% 64% 71%
Total revenue.........cccceeeeen.... $1,080.0 $924.9 $771.5 $155.1 17 % $153.4 20%

Wolfspeed Segment Revenue

Wolfspeed revenue increased 64% to $538.2 million in fiscal 2019 from $328.6 million in fiscal 2018. This increase was primarily
due to strong organic growth combined with revenue from the RF Power business acquisition, a 58% increase in overall average
selling prices (ASP) and a 4% increase in the number of units sold. The increase in ASP was due to a greater overall mix of higher
priced wafer and device products.

Wolfspeed revenue increased 49% to $328.6 million in fiscal 2018 from $221.2 million in fiscal 2017. This increase was primarily
the result of a 30% increase in units sold and a 21% increase in ASP, which was partially offset by a decrease in contract revenue.
The increase in units sold was the result of an increase in power products, substrate materials, and the new RF Power business
sales. The increase in ASP was primarily due to a greater mix of higher priced products in all product lines.

LED Products Segment Revenue

LED Products revenue decreased 9% to $541.8 million in fiscal 2019 from $596.3 million in fiscal 2018. This decrease was
primarily due to a 4% decrease in the number of units sold and a 6% decrease in ASP. The decrease in revenue is a result of global
market uncertainty with China in light of the United States and China tariff and trade dispute and current market dynamics, which
was partially offset by an increase in license and royalty income.

LED Products revenue increased 8% to $596.3 million in fiscal 2018 from $550.3 million in fiscal 2017. The number of units sold
increased 11% which was partially offset by 2% decrease in ASP. The increase in the units sold was primarily the result of higher
demand in component product sales for the following applications: high power general lighting, video screen and specialty lighting
applications. The decrease in ASP was due to competitive pricing pressures, which was partially offset by favorable product mix.
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Gross Profit and Gross Margin

Gross profit and gross margin were as follows:

Fiscal Years Ended Year-Over-Year Change
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25,2017 2018 to 2019 2017 to 2018
Wolfspeed gross profit .......... $258.7 $158.5 $103.5 $100.2 63 % $55.0 53 %
Wolfspeed gross margin ........ 48% 48% 47%
LED Products gross profit..... 150.0 157.9 151.7 (7.9) %)% 6.2 4%
LED Products gross margin.. 28% 26% 28%
Unallocated costs .................. (17.7) 9.0) (11.2) 8.7) 9% 2.2 20 %
COGS acquisition related
COSES ettt — 5.4 — 5.4 100 % (5.4) (100)%
Consolidated gross profit....... $391.0 $302.0 $244.0 $89.0 29 % $58.0 24 %
Consolidated gross margin ... 36% 33% 32%

Wolfspeed Segment Gross Profit and Gross Margin

Wolfspeed gross profit increased 63% to $258.7 million in fiscal 2019 from $158.5 million in fiscal 2018. Wolfspeed gross margin
remained flat at 48%. Wolfspeed gross profit increased primarily due to higher revenues and Wolfspeed gross margin remained
flat primarily due to changes in product mix.

Wolfspeed gross profit increased 53% to $158.5 million in fiscal 2018 from $103.5 million in fiscal 2017. Wolfspeed gross margin
increased to 48% in fiscal 2018 from 47% in fiscal 2017. Wolfspeed gross profit increased primarily due to higher revenues, a
more favorable product mix, higher factory utilization, and improved production yields. Wolfspeed gross margin increased primarily
due to changes in product mix and improved production yields.

LED Products Segment Gross Profit and Gross Margin

LED Products gross profit decreased 5% to $150.0 million in fiscal 2019 from $157.9 million in fiscal 2018. LED Products gross
margin increased to 28% in fiscal 2019 from 26% in fiscal 2018. LED Products gross profit decreased due to lower revenue and
tariff costs. LED Products gross margin increased due to more favorable product mix, higher license and royalty revenue, and
better factory costs for the first half of the year, partially offset by tariff costs.

LED Products gross profit increased 4% to $157.9 million in fiscal 2018 from $151.7 million in fiscal 2017. LED Products gross
margin decreased to 26% in fiscal 2018 from 28% in fiscal 2017. LED Products gross profit increased due to higher component
sales while gross margin decreased due to lower pricing resulting from competitive pricing pressures and a less favorable mix of
LED products sold.

Unallocated Costs

Unallocated costs were $17.7 million, $9.0 million and $11.2 million for fiscal 2019, 2018 and 2017, respectively. These costs
consisted primarily of manufacturing employees’ stock-based compensation, expenses relating to annual incentive plans and
matching contributions under our 401(k) plan. These costs were not allocated to the reportable segments’ gross profit because our
CODM does not review them regularly when evaluating segment performance and allocating resources.

Unallocated costs increased by $8.7 million in fiscal 2019 compared to fiscal 2018, primarily due to higher profit sharing which
resulted from improved company performance and increased stock-based compensation incurred as a result of our higher average
share price.

Unallocated costs decreased by $2.2 million in fiscal 2018 compared to fiscal 2017, primarily due to lower stock-based
compensation.

COGS Acquisition Related Costs Adjustment
The cost of goods sold (COGS) acquisition related costs adjustment was $5.4 million for fiscal 2018. The COGS acquisition related
costs adjustment includes inventory fair value amortization of the fair value increase to inventory recognized at the date of the RF

Power acquisition and other RF Power acquisition costs impacting cost of revenue for fiscal 2018. These costs were not allocated
to the reportable segments’ gross profit for fiscal 2018 because they represent an adjustment which does not provide comparability
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to the corresponding prior and subsequent period and therefore were not reviewed by our CODM when evaluating segment
performance and allocating resources.

Research and Development

Research and development expenses include costs associated with the development of new products, enhancements of existing
products and general technology research. These costs consisted primarily of employee salaries and related compensation costs,
occupancy costs, consulting costs and the cost of development equipment and supplies.

Research and development expenses were as follows:

Fiscal Years Ended Year-Over-Year Change
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25,2017 2018 to 2019 2017 to 2018
Research and development.... $157.9 $127.3 $113.8 $30.6 24% $13.5 12%
Percent of revenue.................. 15% 14% 15%

The increase in research and development expenses for fiscal 2019 compared to fiscal 2018 was primarily due to the inclusion of
the acquired RF Power business research and development spend for a full year.

The increase in research and development expenses for fiscal 2018 compared to fiscal 2017 was primarily due to an increase in
Wolfspeed research and development to accelerate 150mm substrate development, next generation power and RF device research
and development and the inclusion of the acquired RF Power business research and development spend for the last four months
of fiscal 2018.

Our research and development expenses vary significantly from year to year based on a number of factors, including the timing
of new product introductions and the number and nature of our ongoing research and development activities.

Sales, General and Administrative

Sales, general and administrative expenses were comprised primarily of costs associated with our sales and marketing personnel
and our executive and administrative personnel (for example, finance, human resources, information technology and legal) and
consisted of salaries and related compensation costs; consulting and other professional services (such as litigation and other outside
legal counsel fees, audit and other compliance costs); marketing and advertising expenses; facilities and insurance costs; and travel
and other costs.

Sales, general and administrative expenses were as follows:

Fiscal Years Ended Year-Over-Year Change
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25, 2017 2018 to 2019 2017 to 2018
Sales, general and
administrative..........ccceeveenennee $200.7 $170.3 $145.7 $30.4 18% $24.6 17%
Percent of revenue................... 19% 18% 19%

The increase in sales, general and administrative expenses in fiscal 2019 compared to fiscal 2018 was primarily due to an increase
in stock-based compensation and profit sharing.

The increase in sales, general and administrative expenses in fiscal 2018 compared to fiscal 2017 was primarily due to the additional
costs assumed in running the business and operations acquired in the RF Power acquisition, which closed in March 2018, and the
additional non-recurring costs associated with completing and integrating the RF Power acquisition, partially offset by the decrease
in Wolfspeed transaction expenses associated with the terminated sale to Infineon in fiscal 2017.

Amortization or Impairment of Acquisition-Related Intangibles

As a result of our acquisitions, we have recognized various amortizable intangible assets, including customer relationships,
developed technology, non-compete agreements and trade names.
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Amortization of intangible assets related to our acquisitions was as follows:

Fiscal Years Ended Year-Over-Year Change
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25,2017 2018 to 2019 2017 to 2018
Customer relationships.... $7.3 $3.0 $1.1 $4.3 143% $1.9 173%
Developed technology..... 5.4 32 2.2 2.2 69% 1.0 45%
Non-compete agreements 2.9 1.0 0.1 1.9 190% 0.9 900%
Total....coooveieieiriciee $15.6 $7.2 $3.4 $8.4 117% $3.8 112%

Amortization of acquisition-related intangibles increased in fiscal 2019 compared to fiscal 2018 due to the inclusion of a full year
of the RF Power business intangible asset amortization.

Amortization of acquisition-related intangibles increased in fiscal 2018 compared to fiscal 2017 due to the acquisition of the RF
Power business that was purchased during the third quarter of fiscal 2018.

Loss on Disposal or Impairment of Other Assets

We operate a capital-intensive business. As such, we dispose of a certain level of our equipment in the normal course of business
as our production processes change due to production improvement initiatives or product mix changes. Due to the risk of
technological obsolescence or changes in our production process, we regularly review our long-lived assets and capitalized patent
costs for possible impairment.

Loss on disposal or impairment of other assets were as follows:

Fiscal Years Ended Year-Over-Year Change
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25,2017 2018 to 2019 2017 to 2018
Loss on disposal or
impairment of other assets $4.7 $8.4 $1.8 ($3.7) (44)% $6.6 367%

The decrease in loss in fiscal 2019 compared to fiscal 2018 was primarily due to the higher than usual loss recognized in fiscal
2018 as a result of a fair value market write-down for a sold aircraft in fiscal 2018.

The increase in loss in fiscal 2018 compared to fiscal 2017 was primarily due to the closure of certain manufacturing facilities
and a fair value market write-down for a sold aircraft.

Other Operating Expense (Income)

Other operating expense (income) was as follows:

Fiscal Years Ended Year-Over-Year Change
June 30, June 24, June 25,

(in millions of U.S. Dollars) 2019 2018 2017 2018 to 2019 2017 to 2018
Factory optimization restructuring.......... $4.1 $— $— $4.1 100 % $— —%
Severance and other restructuring........... 4.2 3.8 — 0.4 11 % 3.8 100%
Total restructuring Costs.........c.ccecevueruenne. 8.3 3.8 — 4.5 118 % 3.8 100%
Project and transaction costs.................... 16.9 8.5 — 8.4 99 % 8.5 100%
Executive severance............oceeevveeveenennns 1.3 4.5 2.2 (3.2) (7DH)% 2.3 105%
Factory optimization start up costs ......... 1.5 — — 1.5 100 % — —%
Gain from termination of Wolfspeed

transaction, Net ..........ccceevveeereerriescieenneenns — — (2.8) — — % 2.8 100%
Other operating expense (income)........... $28.0 $16.8 (30.6) $11.2 67 % $17.4 *

* Percentage change not meaningful
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The increase in other operating expense in fiscal 2019 compared to fiscal 2018 was primarily due to expenses for a new factory
optimization plan implemented in May 2019, costs relating to restructuring our geographical sales team to realign our skills and
experience needed to execute on our business objectives and transaction costs relating to the sale of our Lighting Products business
unit.

Other operating income in fiscal 2017 relates to a termination fee of $12.5 million in cash in March 2017 as a result the termination
of an agreement to sell the Wolfspeed business to Infineon, offset by transaction costs related to the terminated agreement, and
various executive severance payments.

Non-Operating Expense (Income), net

Non-operating expense (income), net was comprised of the following:

Fiscal Years Ended Year-Over-Year Change
June 30, June 24, June 25,

(in millions of U.S. Dollars) 2019 2018 2017 2018 to 2019 2017 to 2018
Loss (gain) on sale of investments,

NIEE ettt $0.1 $0.1 (50.1) $— — % $0.2 200 %
Loss (gain) on equity investment ...... 16.2 (7.1) (7.5) 233 328 % 0.4 5%
Interest expense (income), net........... 12.0 (1.8) 3.7 13.8 767 % 1.9 51 %
Foreign currency loss (gain), net....... 1.3 (1.8) (2.3) 3.1 172 % 0.5 22 %
Other, Net......ooevivivirerieeeee 0.3) 0.2 0.6 0.5)  (250)% (0.4) (67)%
Non-operating expense (income), net $29.3 ($10.4) ($13.0) $39.7 382 % $2.6 20 %

Loss (gain) on equity investment. We had a loss on equity investment in fiscal 2019 due to the decrease in the fair value of our
Lextar investment. We had a gain on equity investment in fiscal 2018 and fiscal 2017 due to the increase in the fair value of our
Lextar investment. Lextar’s stock is publicly traded on the Taiwan Stock Exchange and its share price increased from 18.40 New
Taiwanese Dollars (TWD) per share at June 25, 2017 to 21.00 TWD per share at June 24, 2018 before decreasing to 14.75 TWD
per share at June 30, 2019. This volatile stock price trend may continue in the future given the risks inherent in Lextar’s business
and trends affecting the Taiwan and global equity markets. We have a 16% common stock ownership interest in Lextar and utilize
the fair value option in accounting for the ownership interest. Any future stock price changes will be recorded as further gains or
losses on equity investment based on the increase or decrease, respectively, in the fair value of the investment during the applicable
fiscal period. Further losses could have a material adverse effect on our results of operations.

Interest expense (income), net. Interest expense, net in fiscal 2019 was primarily due to the accretion of the equity portion and
interest expense related to the Notes issued during the first quarter of fiscal 2019. Interest income, net decreased in fiscal 2018
compared to fiscal 2017 primarily due to lower invested balances and higher interest expense due to overall higher borrowings
associated with our line of credit, partially offset by higher investment yields.

Foreign currency loss (gain), net. Foreign currency loss (gain), net primarily consists of remeasurement adjustments resulting
from our Lextar investment and from our international subsidiaries.

Income Tax Expense (Benefit)

Income tax expense (benefit) and our effective tax rate was as follows:

Fiscal Years Ended Year-Over-Year Change
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25,2017 2018 to 2019 2017 to 2018
Income tax expense (benefit). $12.7 ($1.2) $81.0 13.9 1,158% (82.2) (101)%
Effective tax rate.................... (28)% 7% (1,141)%

We recognized income tax expense of $12.7 million in fiscal 2019 as compared to an income tax benefit of $1.2 million in fiscal
2018. The decrease in the effective tax rate from 7% in fiscal 2018 to (28)% in fiscal 2019 was primarily due to the tax benefit of
remeasuring our U.S. deferred taxes as a result of the Tax Legislation enacted on December 22, 2017. The increase in the effective
tax rate from (1,141)% in fiscal 2017 to 7% in fiscal 2018 was primarily attributable to the tax expense on the establishment of a
valuation allowance against our U.S. deferred tax assets during the fiscal 2017.
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In general, the variation between our effective income tax rate and the current U.S. statutory rate of 21.0% is primarily due to: (i)
changes in our valuation allowances against deferred tax assets in the U.S. and Luxembourg, (ii) income derived from international
locations with lower tax rates than the U.S., and (iii) tax credits generated.

Net Loss from Discontinued Operations

We recorded a net loss from discontinued operations of $317.2 million, $263.5 million and $10.0 million in fiscal 2019, 2018 and
2017, respectively. The net loss from discontinued operations in each period relates to operational results of the discontinued
operations of the Lighting Products business unit, with the addition of a $66.2 million loss on the sale of the Lighting Products
business unit included in the net loss from discontinued operations for fiscal 2019. The net loss from discontinued operations for
fiscal 2019 and 2018 includes $90.3 million and $247.5 million of goodwill impairment, respectively.

Liquidity and Capital Resources

Overview

We require cash to fund our operating expenses and working capital requirements, including outlays for research and development,
capital expenditures, strategic acquisitions and investments. Our principal sources of liquidity are cash on hand, marketable
securities, cash generated from operations and availability under our line of credit. Our ability to generate cash from operations
has been one of our fundamental strengths and has provided us with substantial flexibility in meeting our operating, financing and
investing needs. We have a $500.0 million line of credit as discussed in Note 11, “Long-term Debt,” in our consolidated financial
statements included in Item 8 of this Annual Report. The purpose of this facility is to provide short term flexibility to optimize
returns on our cash and investment portfolio while funding share repurchases, capital expenditures and other general business
needs.

Based on past performance and current expectations, we believe our current working capital, availability under our line of credit,
proceeds from our Note offering completed in August 2018 (see Note 11, "Long-term Debt," in our consolidated financial statements
included in Item 8 of this Annual Report) and anticipated cash flows from operations will be adequate to meet our cash needs for
our daily operations and capital expenditures for at least the next 12 months. With our strong working capital position, we believe
that we have the ability to continue to invest in further development of our products and, when necessary or appropriate, make
selective acquisitions or other strategic investments to strengthen our product portfolio, secure key intellectual properties or expand
our production capacity.

From time to time, we evaluate strategic opportunities, including potential acquisitions, joint ventures, divestitures, spin-offs or
investments in complementary businesses, and we anticipate continuing to make such evaluations. We may also access capital
markets through the issuance of debt or additional shares of common stock in connection with the acquisition of complementary
businesses or other significant assets or for other strategic opportunities.

Contractual Obligations

At June 30, 2019, payments to be made pursuant to significant contractual obligations are as follows:

Payments Due by Period

Less than One to Three to More Than
(in millions of U.S. Dollars) Total One Year Three Years  Five Years Five Years
Operating lease obligations.............cccccceveeueune... $8.3 $4.1 $3.5 $0.7 $—
Purchase obligations ............cccceevevenieeenneennenne. 143.3 129.6 5.7 4.0 4.0
Long-term debt ) ..o 575.0 — — 575.0 —
Interest payments on long-term debt @ ............. 27.2 6.0 12.1 9.1 —
Other long-term liabilities @ .............cocovvevnene. — — — — —
Total contractual obligations.............c.ccceveveene. $753.8 $139.7 $21.3 $588.8 $4.0

M Long-term debt represents the principal due on the Notes, but does not include interest expense.
@ Interest payments on long-term debt are based on the interest rate at June 30, 2019.

@ Other long-term liabilities as of June 30, 2019 includes customer deposits of $27.3 million, long-term tax contingencies and other tax liabilities of $3.4 million,
LED supply agreements of $7.3 million and other long-term contingent liabilities (for example, extended warranty) of $0.4 million. These liabilities were not
included in the table above as they will either not be settled in cash and/or the timing of payments is uncertain.
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Operating lease obligations include rental amounts due on leases of certain office and manufacturing space under the terms of
non-cancelable operating leases. These leases expire at various times through May 2024. Most of the lease agreements provide
for rental adjustments for increases in base rent, property taxes and general property maintenance that would be recognized as
rent expense, if applicable.

Purchase obligations represent purchase commitments, including open purchase orders and contracts, and are generally related to
the purchase of goods and services in the ordinary course of business such as raw materials, supplies and capital equipment.

Financial Condition

The following table sets forth our cash, cash equivalents and short-term investments:

(in millions of U.S. Dollars) June 30,2019 June 24,2018 Change

Cash and cash eqUIVAIENTS............c.covveviieriiieriieiieeeeeeee e $500.5 $118.9 $381.6
ShOrt-term INVESTMENLS .........ccceeiuiiieriieieirierecteeteere et eteereeeeesseeeee e eaesaeesaens 550.9 268.2 282.7
Total cash, cash equivalents and short-term investments...............c.ceceevnennen. $1,051.4 $387.1 $664.3

Our liquidity and capital resources primarily depend on our cash flows from operations and our working capital. The significant
components of our working capital are liquid assets such as cash and cash equivalents, short-term investments, accounts receivable
and inventories reduced by trade accounts payable.

The following table presents the components of our cash conversion cycle:

Three Months Ended
June 30,2019 June 24,2018 Change
Days of sales outstanding () ..........cceeeevvereeriereerieiieieeeeieeee e seeennas 34 29 5
Days of supply in inventory (b) ........ccceevevieviiieeieceecieeeeereeeeere e 104 76 28
Days in accounts payable (c) (72) (54) (18)
Cash CONVETSION CYCIC......ceivvieriiiiceieeie ettt 66 51 15
a) Days of sales outstanding (DSO) measures the average collection period of our receivables. DSO is based on the ending net trade receivables less

receivable related accrued contract liabilities and the revenue, net for the quarter then ended. DSO is calculated by dividing ending accounts receivable,
less receivable related accrued contract liabilities, by the average net revenue per day for the respective 90-day period.

b) Days of supply in inventory (DSI) measures the average number of days from procurement to sale of our product. DSI is based on ending inventory
and cost of revenue, net for the quarter then ended. DSI is calculated by dividing ending inventory by average cost of revenue, net per day for the
respective 90-day period.

c) Days in accounts payable (DPO) measures the average number of days our payables remain outstanding before payment. DPO is based on ending
accounts payable and cost of revenue, net for the quarter then ended. DPO is calculated by dividing ending accounts payable and accrued expenses
(less accrued salaries and wages) by the average cost of revenue, net per day for the respective 90-day period.

The increase in the cash conversion cycle was primarily driven by an increase in days of supply in inventory, partially offset by
an increase in days in accounts payable. The increase in days of supply in inventory was caused by matching timing of supply and
demand for Wolfspeed in the short term, increased inventories of product intended for Huawei following their addition to the
Entity List and higher ending inventory in LED Products.

As of June 30, 2019, we had unrealized losses on our investments of $0.1 million. All of our investments had investment grade
ratings, and any such investments that were in an unrealized loss position at June 30, 2019 were in such position due to interest
rate changes, sector credit rating changes or company-specific rating changes. We intend and believe that we have the ability to
hold such investments for a period of time that will be sufficient for anticipated recovery in market value, and we currently expect
to receive the full principal or recover our cost basis in these securities. The declines in value of the securities in our portfolio are
considered to be temporary in nature and, accordingly, we do not believe these securities are impaired as of June 30, 2019.

Cash Flows

The following cash flow information and discussion includes the cash flows from our former Lighting Business unit through May
13, 2019, the date we completed the sale.
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In summary, our cash flows were as follows (in millions of U.S. Dollars):

Year-Over-Year
Fiscal Years Ended Change

2018to 2017 to
June 30,2019 June 24,2018 June 25,2017 2019 2018

Cash provided by operating activities........................ $202.3 $173.5 $220.5 $28.8  ($47.0)
Cash used in investing activitieS..........c.coceervereeruennenn (227.1) (423.9) (145.2) 196.8 (278.7)
Cash provided by (used in) financing activities......... 406.5 236.5 (108.7) 170.0 345.2
Effect of foreign exchange changes............c..ccceu..... 0.1) 0.2 0.1) 0.3) 0.3
Net increase (decrease) in cash and cash equivalents $381.6 ($13.7) ($33.5) $395.3 $19.8

The following is a discussion of our primary sources and uses of cash in our operating, investing and financing activities.

Cash Flows from Operating Activities

Net cash provided by operating activities increased to $202.3 million in fiscal 2019 from $173.5 million in fiscal 2018 primarily
due to generating higher cash from earnings and improved working capital. Net cash provided by operating activities decreased
to $173.5 million in fiscal 2018 from $220.5 million in fiscal 2017, primarily due to a higher net loss in fiscal 2018 and lower
cash generated from working capital in fiscal 2018 as compared to fiscal 2017.

Cash Flows from Investing Activities

Our investing activities primarily relate to transactions within our short-term investments, purchases of property and equipment,
payments for patents and licensing rights and the acquisition and sales of businesses. Net cash used in investing activities was
$227.1 million in fiscal 2019 compared to $423.9 million in fiscal 2018. The decrease in net cash used in investing activities in
fiscal 2019 compared to fiscal 2018 is primarily due to $429.2 million of net expenditures to acquire the Infineon RF Power
business in fiscal 2018. Fiscal 2019 included $293.4 million of net purchases of short term investments as compared to a source
of cash in fiscal 2018 of $200.5 million from the sale and maturity from short term investments. Other investing activities during
fiscal 2019 compared to fiscal 2018 include a decrease in the purchase of property, equipment and patent rights of $42.8 million
offset by net proceeds from the sale of the Lighting Products business unit of $219.0 million.

Net cash used in investing activities was $423.9 million in fiscal 2018 compared to $145.2 million in fiscal 2017. The increase is
primarily due to purchases of property, equipment and patent rights, which increased by $96.5 million in fiscal 2018 compared to
fiscal 2017, and net proceeds from the sale short-term investments, which increased $247.8 million in fiscal 2018 compared to
fiscal 2017 to help contribute to the $429.2 million in cash used in the Infineon RF Power acquisition.

For fiscal 2020, we target approximately $198.0 million of capital investment, which is primarily related to capacity and
infrastructure projects to support our Wolfspeed segment longer-term growth and strategic priorities.

Cash Flows from Financing Activities

Net cash provided by financing activities was $406.5 million in fiscal 2019 compared to $236.5 million in fiscal 2018. Our financing
activities for fiscal 2019 primarily consisted of proceeds of $575.0 million from the issuance of the Notes and net proceeds of
$136.4 million from issuances of common stock pursuant to the exercise of employee stock options, partially offset by the net
repayment on our line of credit of $292.0 million and the payment of debt issuance costs of $12.9 million from the issuance of
the Notes.

In fiscal 2018, net cash provided by financing activities was $236.5 million compared to net cash used in financing activities of
$108.7 million in fiscal 2017. Our financing activities in 2018 primarily consisted of a net draw on our line of credit of $147.0
million to help fund the Infineon RF Power acquisition, $86.4 million in net proceeds from issuance of common stock pursuant
to the exercise of employee stock options and proceeds of $4.9 million from San'an's capital contribution to Cree Venture LED,
slightly offset by payment of acquisition-related contingent consideration of $1.8 million in connection with our acquisition of
Arkansas Power Electronics International, Inc., which was completed in fiscal 2016. Our financing activities in
fiscal 2017 primarily consisted of repurchases of common stock of $104.0 million, net payments on long-term borrowings of $15.0
million on our line of credit and $13.1 million in net proceeds from issuance of common stock pursuant to the exercise of employee
stock options.
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Financial and Market Risks

We are exposed to financial and market risks, including changes in interest rates, currency exchange rates and commodities risk.
We have entered, and may in the future enter, into foreign currency derivative financial instruments in an effort to manage or hedge
some of our foreign exchange rate risk. We may not be able to engage in hedging transactions in the future, and even if we do,
foreign currency fluctuations may still have a material adverse effect on our results of operations and financial performance. All
of the potential changes noted below are based on sensitivity analysis performed on our financial positions at June 30, 2019 and
June 24, 2018. Actual results may differ materially.

Interest Rate Risk

We maintain an investment portfolio principally composed of money market funds, municipal bonds, corporate bonds, U.S. agency
securities, U.S. treasury securities, commercial paper, certificates of deposit, and variable rate demand notes. In order to minimize
risk, our cash management policy permits us to acquire investments rated “A” grade or better. As of June 30, 2019 and June 24,
2018, our cash equivalents and short-term investments had a fair value of $789.0 million and $346.0 million, respectively. If
interest rates were to hypothetically increase by 100 basis points, the fair value of our short-term investments would decrease by
$7.9 million at June 30, 2019 and $3.5 million at June 24, 2018.

As of June 30, 2019, we maintain a secured revolving line of credit under which we can borrow, repay and reborrow loans from
time to time prior to its scheduled maturity date of January 9, 2022. At June 30, 2019 and June 24, 2018, we had $0.0 million and
$292.0 million outstanding, respectively, under the line of credit. If interest rates were to increase by 100 basis points, the annual
interest incurred under our line of credit would increase by $0.0 million at June 30, 2019 and $2.9 million at June 24, 2018.

Currency Rate and Price Risk

We operate internationally and have transactions denominated in foreign currencies and are exposed to currency exchange rate
risks. As a result, fluctuations in exchange rates may adversely affect our expenses and results of operations as well as the value
of our assets and liabilities. Our primary exposure relates to the exchange rate between the USD and the TWD as our Lextar
investment is held in TWD. Additionally, our investment relates to owning shares that are publicly traded on the Taiwan Stock
Exchange and subject to price risks from market trading. The value of our Lextar investment was $39.5 million and $57.5 million
as of June 30, 2019 and June 24, 2018, respectively. A hypothetical 10% increase in the value of the USD compared to the TWD
or a hypothetical 10% increase in quoted market values on our investment would each individually result in potential gains of
approximately $4.0 million for the year ended June 30, 2019 and $5.8 million for the year ended June 24, 2018.

Commodities

We utilize significant amounts of precious metals, gases and other commodities in our manufacturing processes. General economic
conditions, market specific changes or other factors outside of our control may affect the pricing of these commodities. We do not
use financial instruments to hedge commodity prices.

Off-Balance Sheet Arrangements

We do not use off-balance sheet arrangements with unconsolidated entities or related parties, nor do we use any other forms of
off-balance sheet arrangements. Accordingly, our liquidity and capital resources are not subject to off-balance sheet risks from
unconsolidated entities. As of June 30, 2019, we did not have any off-balance sheet arrangements, as defined in Item 303(a)(4)
(i1) of SEC Regulation S-K.

We have entered into operating leases primarily for certain of our U.S. and international facilities in the normal course of business.
Future minimum lease payments under our operating leases as of June 30, 2019 are detailed above in “Liquidity and Capital
Resources” in the section entitled “Contractual Obligations.”

Critical Accounting Policies and Estimates

Our consolidated financial statements are prepared in accordance with U.S. GAAP. In the application of U.S. GAAP, we are
required to make estimates that affect the reported amounts of assets, liabilities, revenue and expenses, and related disclosure of
contingent assets and liabilities in our consolidated financial statements. Changes in the accounting estimates from period to period
are reasonably likely to occur. Accordingly, actual results could differ significantly from the estimates made by management. To
the extent that there are material differences between these estimates and actual results, our future financial statement presentation
of our financial condition or results of operations may be affected.
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We evaluate our estimates on an ongoing basis, including those related to revenue recognition, valuation of inventories, tax related
contingencies, valuation of stock-based compensation, valuation of long-lived and intangible assets, other contingencies and
litigation, among others. We base our estimates on historical experience and on various other assumptions, including expected
trends that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about
the carrying values of assets and liabilities that are not readily apparent from other sources.

Our significant accounting policies are discussed in Note 2, “Basis of Presentation and Summary of Significant Accounting
Policies,” to the consolidated financial statements included in Item 8 of this Annual Report. We believe that the following are our
most critical accounting policies and estimates, each of which is critical to the portrayal of our financial condition and results of
operations and requires our most difficult, subjective and complex judgments. Our management has reviewed our critical accounting
policies and the related disclosures with the Audit Committee of our Board of Directors.

Revenue Recognition

Revenue is recognized when control of a good or service promised in a contract (i.e., performance obligation) is transferred to a
customer. Control is obtained when a customer has the ability to direct the use of and obtain substantially all of the remaining
benefits from that good or service. The majority of our revenues are recognized at a point-in-time as control is transferred at a
distinct point in time per the terms of a contract. We adopted Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC) 606 "Revenue from Contracts with Customers" (ASC 606) on June 25, 2018 using the modified retrospective
approach. Refer to Note 2, "Basis of Presentation and Summary of Significant Accounting Policies" and Note 4, "Revenue
Recognition" for additional information related to the adoption of ASC 606.

We provide our customers with limited rights of return for non-conforming shipments and product warranty claims. We estimate
an allowance for anticipated sales returns based upon an analysis of historical sales returns and other relevant data. We recognize
an allowance for non-conforming returns at the time of sale as a reduction of product revenue. We recognize a liability for product
warranty claims at the time of sale as an increase to cost of revenue.

For the year ended June 30, 2019, 53% of our revenue was from sales to distributors. Distributors stock inventory and sell our
products to their own customer base, which may include: value added resellers; manufacturers who incorporate our products into
their own manufactured goods; or ultimate end users of our products. We recognize revenue upon shipment of our products to our
distributors. This arrangement is often referred to as a “sell-in” or “point-of-purchase” model as opposed to a “sell-through” or
“point-of-sale” model, where revenue is deferred and not recognized until the distributor sells the product through to their customer.

Our distributors may be provided limited rights that allow them to return a portion of inventory (product exchange rights or stock
rotation rights) and receive credits for changes in selling prices (price protection rights) or customer pricing arrangements under
our “ship and debit” program or other targeted sales incentives. When determining our net revenue, we make significant judgments
and estimates corresponding with product shipments. We recognize a reserve for estimated future returns, changes in selling prices,
and other targeted sales incentives when product ships. We also recognize an asset for the estimated value of product returns that
we believe will be returned to inventory in the future and resold, and these estimates are based upon historical data, current
economic trends, distributor inventory levels and other related factors. Our financial condition and operating results are dependent
upon our ability to make reliable estimates. Actual results may vary and could have a significant impact on our operating results.

From time to time, we will issue a new price book for our products, and provide a credit to certain distributors for inventory
quantities on hand if required by our agreement with the distributor. This practice is known as price protection. These credits are
applied against the reserve that we establish upon initial shipment of product to the distributor.

Under the ship and debit program, products are sold to distributors at negotiated prices and the distributors are required to pay for
the products purchased within our standard commercial terms. Subsequent to the initial product purchase, a distributor may request
a price allowance for a particular part number(s) for certain target customers, prior to the distributor reselling that particular part
to the customer. If we approve an allowance and the distributor resells the product to the target customer, we credit the distributor
according to the allowance we approved. These credits are applied against a reserve we establish upon initial shipment of product
to the distributor.

In addition, we run sales incentive programs with certain distributors, such as product rebates. We recognize these incentives at
the time they are offered to customers and record a credit to their account with an offsetting expense as either a reduction to
revenue, increase to cost of revenue, or marketing expense depending on the type of sales incentive.

37



Inventories

Inventories are stated at the lower of cost or net realizable value. We write-down our inventories for estimated obsolescence equal
to the difference between the cost of the inventory and its estimated market value based upon an aging analysis of the inventory
on hand, specifically known inventory-related risks (such as technological obsolescence), and assumptions about future demand.
We also analyze sales levels by product type, including historical and estimated future customer demand for those products to
determine if any additional reserves are appropriate. For example, we adjust for items that are considered obsolete based upon
changes in customer demand, manufacturing process changes or new product introductions that may eliminate demand for the
product. Any adjustment to our inventories as a result of an estimated obsolescence or net realizable condition is reflected as a
component of our cost of revenue. At the point of the loss recognition, a new, lower-cost basis for that inventory is established,
and any subsequent improvements in facts and circumstances do not result in the restoration or increase in that newly established
lower-cost basis.

In order to determine what costs can be included in the valuation of inventories, we determine normal capacity for our manufacturing
facilities based on historical patterns. If our estimates regarding customer demand are inaccurate, or market conditions or technology
change in ways that are less favorable than those projected by management, we may be required to take excess capacity charges
in accordance with U.S. GAAP, which could have an adverse effect on our operating results.

Deferred Tax Asset Valuation Allowances

In accordance with FASB ASC 740, “Income Taxes” (ASC 740), we evaluate all available evidence, both positive and negative,
to determine whether, based on the weight of that evidence, a deferred tax asset is more likely than not to be realized. In assessing
the adequacy of a recognized valuation allowance, we consider all available positive and negative evidence to estimate if sufficient
future taxable income will be generated to utilize the existing deferred tax assets by jurisdiction. This consideration includes a
variety of factors such as historical and projected future taxable income and prudent and feasible tax planning strategies. When
we establish or increase a valuation allowance, our income tax expense increases in the period such determination is made. If we
decrease a valuation allowance, our income tax expense decreases in the period such a determination is made.

Tax Contingencies

We are subject to periodic audits of our income tax returns by federal, state, local and foreign agencies. These audits typically
include questions regarding our tax filing positions, including the timing and amount of deductions and the allocation of income
among various tax jurisdictions. In accordance with ASC 740, we regularly evaluate the exposures associated with our various
tax filing positions. ASC 740 states that a tax benefit should not be recognized for financial statement purposes for an uncertain
tax filing position where it is not more likely than not (likelihood of greater than 50%) of being sustained by the taxing authorities
based on the technical merits of the position.

In accordance with the provisions of ASC 740, we establish unrecognized tax benefits (as a reduction to the deferred tax asset or
as an increase to other liabilities) to reduce some or all of the tax benefit of any of our tax positions at such time that we determine
the position has become uncertain based upon one of the following: the tax position is not “more likely than not” to be sustained,;
the tax position is “more likely than not” to be sustained, but for a lesser amount; or the tax position is “more likely than not” to
be sustained, but not in the financial period in which the tax position was originally taken. For purposes of evaluating whether or
not a tax position is uncertain, we presume the tax position will be examined by the relevant taxing authority that has full knowledge
of all relevant information; the technical merits of a tax position are derived from authorities such as legislation and statutes,
legislative intent, regulations, rulings and case law and their applicability to the facts and circumstances of the tax position; and
each tax position is evaluated without consideration of the possibility of offset or aggregation with other tax positions taken. We
adjust these unrecognized tax benefits, including any impact on the related interest and penalties, in light of changing facts and
circumstances, such as the progress of a tax audit.

A number of years may elapse before a particular matter for which we have established an unrecognized tax benefit is audited and
fully resolved. To the extent we prevail in matters for which we have established an unrecognized benefit or are required to pay
amounts in excess of what we have recognized, our effective tax rate in a given financial statement period could be materially
affected. An unfavorable tax settlement might require use of our cash and/or result in an increase in our effective tax rate in the
year of resolution. A favorable tax settlement would be recognized as a reduction in our effective tax rate in the year of resolution.
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Stock-Based Compensation

We account for awards of stock-based compensation under our employee stock-based compensation plans using the fair value
method. Accordingly, we estimate the grant date fair value of our stock-based awards and amortize this fair value to compensation
expense over the requisite service period or vesting term. We currently use the Black-Scholes option-pricing model to estimate
the fair value of our stock option and Employee Stock Purchase Plan (ESPP) awards. The grant date fair value of performance
stock units that vest upon meeting certain market conditions is estimated using the Monte Carlo valuation model. The determination
of the fair value of stock-based awards on the date of grant using an option-pricing model is affected by our then current stock
price as well as assumptions regarding a number of complex and subjective variables. These variables include the expected stock
price volatility over the term of the awards, actual and projected employee stock option exercise behaviors, the risk-free interest
rate and expected dividends.

Due to the inherent limitations of option-valuation models, future events that are unpredictable and the estimation process utilized
in determining the valuation of the stock-based awards, the ultimate value realized by award holders may vary significantly from
the amounts expensed in our financial statements. For restricted stock and stock unit awards, grant date fair value is based upon
the market price of our common stock on the date of the grant. This fair value is then amortized to compensation expense over
the requisite service period or vesting term.

We estimate expected forfeitures at the time of grant and revise this estimate, if necessary, in subsequent periods if actual forfeitures
differ from initial estimates. Our determination of an estimated forfeiture rate is primarily based upon a review of historical
experience but may also include consideration of other facts and circumstances we believe are indicative of future activity. The
assessment of an estimated forfeiture rate will not alter the total compensation expense to be recognized, only the timing of this
recognition as compensation expense is adjusted to reflect instruments that actually vest.

If actual results are not consistent with our assumptions and judgments used in estimating key assumptions, we may be required
to adjust compensation expense, which could be material to our results of operations.

Long-Lived Assets

We evaluate long-lived assets such as property, equipment and finite-lived intangible assets, such as patents, for impairment
whenever events or circumstances indicate that the carrying value of the assets recognized in our financial statements may not be
recoverable. Factors that we consider include whether there has been a significant decrease in the market value of an asset, a
significant change in the way an asset is being used, or a significant change, delay or departure in our strategy for that asset. Our
assessment of the recoverability of long-lived assets involves significant judgment and estimation. These assessments reflect our
assumptions, which, we believe, are consistent with the assumptions hypothetical marketplace participants use. Factors that we
must estimate when performing recoverability and impairment tests include, among others, the economic life of the asset, sales
volumes, prices, cost of capital, tax rates, and capital spending. These factors are often interdependent and therefore do not change
in isolation. If impairment is indicated, we first determine if the total estimated future cash flows on an undiscounted basis are
less than the carrying amounts of the asset or assets. If so, an impairment loss is measured and recognized.

After an impairment loss is recognized, a new, lower cost basis for that long-lived asset is established. Subsequent changes in facts
and circumstances do not result in the reversal of a previously recognized impairment loss.

Our impairment loss calculations require that we apply judgment in estimating future cash flows and asset fair values, including
estimating useful lives of the assets. To make these judgments, we may use internal discounted cash flow estimates, quoted market
prices when available and independent appraisals as appropriate to determine fair value.

If actual results are not consistent with our assumptions and judgments used in estimating future cash flows and asset fair values,
we may be required to recognize additional impairment losses which could be material to our results of operations.

Goodwill

We test goodwill for impairment at least annually as of the first day of the fiscal fourth quarter, or when indications of potential
impairment exist. We monitor for the existence of potential impairment indicators throughout the fiscal year. We conduct impairment
testing for goodwill at the reporting unit level. Reporting units, as defined by FASB ASC 350, “Intangibles - Goodwill and Other”,
may be operating segments as a whole or an operation one level below an operating segment, referred to as a component. We have
determined that our reporting units are our two operating and reportable segments.
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We may initiate goodwill impairment testing by considering qualitative factors to determine whether it is more likely than not that
a reporting unit’s carrying value is greater than its fair value. Such factors may include the following, among others: a significant
decline in the reporting unit’s expected future cash flows; a sustained, significant decline in our stock price and market capitalization;
a significant adverse change in legal factors or in the business climate, unanticipated competition; and slower growth rates; as
well as changes in management, key personnel, strategy, and customers. If our qualitative assessment indicates that goodwill
impairment is more likely than not, we determine the amount by which the reporting unit's carrying value exceeds its fair value,
not to exceed the carrying amount of goodwill.

We compare the fair value of the reporting unit to its carrying value, including goodwill. We derive a reporting unit’s fair value
through a combination of the market approach (a guideline transaction method) and the income approach (a discounted cash flow
analysis). The income approach utilizes a discount rate from the capital asset pricing model. If all reporting units are analyzed
during the goodwill impairment test, their respective fair values are reconciled back to our consolidated market capitalization.

If the fair value of a reporting unit exceeds its carrying value, then we conclude that no goodwill impairment has occurred. If the
carrying value of the reporting unit exceeds the fair value, we recognize an impairment loss in an amount equal to the excess, not
to exceed the carrying value of the reporting unit’s goodwill. Once an impairment loss is recognized, the adjusted carrying value
of the goodwill becomes the new accounting basis of the goodwill for the reporting unit.

Contingent Liabilities

We provide for contingent liabilities in accordance with U.S. GAAP, under which a loss contingency is charged to income when
(1) it is probable that an asset has been impaired or a liability has been incurred at the date of the financial statements, and (2) the
amount of the loss can be reasonably estimated.

Periodically, we review the status of each significant matter to assess the potential financial exposure. Ifa potential loss is considered
probable and the amount can be reasonably estimated, we reflect the estimated loss in our results of operations. Significant judgment
is required to determine the probability that a liability has been incurred or an asset impaired and whether such loss is reasonably
estimable. Because of uncertainties related to these matters, accruals are based on the best information available at the time. Further,
estimates of this nature are highly subjective, and the final outcome of these matters could vary significantly from the amounts
that may have been included in the accompanying consolidated financial statements. In determining the probability of an
unfavorable outcome of a particular contingent liability and whether such liability is reasonably estimable, we consider the
individual facts and circumstances related to the liability, opinions of legal counsel and recent legal rulings by the appropriate
regulatory bodies, among other factors. As additional information becomes available, we reassess the potential liability related to
our pending and threatened claims and litigation and may revise our estimates accordingly. Such revisions in the estimates of the
potential liabilities could have a material impact on our results of operations and financial position. See also a discussion of specific
contingencies in Note 16, “Commitments and Contingencies,” to our consolidated financial statements in Item 8 of this Annual
Report.

Recent Accounting Pronouncements

See Note 2, “Basis of Presentation and Summary of Significant Accounting Policies,” to our consolidated financial statements in
Item 8 of this Annual Report for a description of recent accounting pronouncements, including the expected dates of adoption and
estimated effects, if any, on our consolidated financial statements.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

See the section entitled “Financial and Market Risks” included in Management’s Discussion and Analysis of Financial Condition
and Results of Operations in Item 7 of this Annual Report.
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Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of Cree, Inc.
Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of Cree, Inc. and its subsidiaries (the “Company”) as of June
30, 2019 and June 24, 2018, and the related consolidated statements of operations, comprehensive loss, sharcholders’ equity,
and cash flows for each of the three years in the period ended June 30, 2019, including the related notes (collectively referred to
as the “consolidated financial statements”). We also have audited the Company's internal control over financial reporting as of
June 30, 2019, based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of June 30, 2019 and June 24, 2018, and the results of its operations and its cash flows for each of
the three years in the period ended June 30, 2019 in conformity with accounting principles generally accepted in the United
States of America. Also in our opinion, the Company maintained, in all material respects, effective internal control over
financial reporting as of June 30, 2019, based on criteria established in Internal Control - Integrated Framework (2013) issued
by the COSO.

Change in Accounting Principle

As discussed in Note 2 to the consolidated financial statements, the Company changed the manner in which it accounts for
revenues from contracts with customers on June 25, 2018.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal
control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included
in Management's Report on Internal Control over Financial Reporting appearing under Item 9A. Our responsibility is to express
opinions on the Company’s consolidated financial statements and on the Company's internal control over financial reporting
based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United
States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audits to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement,
whether due to error or fraud, and whether effective internal control over financial reporting was maintained in all material
respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement
of the consolidated financial statements, whether due to error or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements. Our audit of internal
control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the
risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk. Our audits also included performing such other procedures as we considered necessary in the
circumstances. We believe that our audits provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures
that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
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company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Critical Audit Matters

The critical audit matter communicated below is a matter arising from the current period audit of the consolidated financial
statements that was communicated or required to be communicated to the audit committee and that (i) relates to accounts or
disclosures that are material to the consolidated financial statements and (ii) involved our especially challenging, subjective, or
complex judgments. The communication of critical audit matters does not alter in any way our opinion on the consolidated
financial statements, taken as a whole, and we are not, by communicating the critical audit matter below, providing a separate
opinion on the critical audit matter or on the accounts or disclosures to which it relates.

Reserves for distributor programs - Ship and debit and price protection rights

As described in Note 2 to the consolidated financial statements, products are sold to distributors at negotiated prices and the
distributors are required to pay for the products purchased within the Company’s standard commercial terms. Certain
distributors may be provided limited rights that allow them to return a portion of inventory and receive credits for changes in
selling price (price protection rights) or customer pricing arrangements under the Company’s “ship and debit” program.
Distributor sales account for approximately 53% of total net revenue of $1.1 billion for the year ended June 30, 2019 and the
associated reserves for ship and debit and price protection rights programs to distributors make up a portion of the accrued
contract liabilities account balance of $45.8 million. Under the Company’s ship and debit program, subsequent to the initial
product purchase, a distributor may request a price allowance for a particular part number(s) for certain target customers, prior
to the distributor reselling the particular part to that customer. If the Company approves an allowance and the distributor resells
the product to the target customer, the Company credits the distributor according to the allowance the Company approved.
Under the price protection rights program, if the Company issues a new price book for its products, the Company will provide a
credit to certain distributors for inventory quantities on hand. The credits associated with these programs are applied against the
reserve the Company establishes upon initial shipment of product to the distributor. Upon shipment, management uses
significant judgment in establishing reserves for the ship and debit and price protection rights programs, which includes
developing assumptions related to changes in selling prices.

The principal considerations for our determination that performing procedures relating to reserves for distributor programs -
ship and debit and price protection rights is a critical audit matter are there was significant judgment by management in
estimating the reserves for ship and debit and price protection rights programs. This in turn led to a high degree of auditor
judgment, subjectivity and effort in performing procedures and evaluating audit evidence relating to management’s assumption
related to changes in selling prices.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall
opinion on the consolidated financial statements. These procedures included testing the effectiveness of controls relating to the
valuation of ship and debit and price protection rights reserves. These procedures also included, among others, (1) testing
management’s process for determining the estimate for ship and debit and price protection rights reserves, (2) evaluating the
appropriateness of management’s methodology to calculate the ship and debit and price protection rights reserves, (3)
evaluating the reasonableness of management’s significant assumption related to changes in selling prices, which included the
evaluation of management’s ability to estimate the changes in selling prices in comparison to historical selling prices, (4)
testing the completeness and accuracy of data inputs to the ship and debit and price protection rights reserves calculation, and
(5) evaluating the reasonableness of management’s prior period estimates for ship and debit and price protection rights reserves
to actual credits granted during the current period by performing a retrospective comparison subsequent to year-end.

/s/PricewaterhouseCoopers LLP

Raleigh, North Carolina
August 21, 2019

We have served as the Company’s auditor since 2013.
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CREE, INC.
CONSOLIDATED BALANCE SHEETS

in millions of U.S. Dollars, except share data

Assets

Current assets:

Cash and cash @QUIVALEIILS .............ccceuiiiiiiiiiiiciccect ettt b et st eb et s s sse e besessssesesessesesessesesesens

SHOTt-tEIM INVESLIMENES .........oeuieiiaiieietiscietee ettt ettt sttt st ebe bt b et b ettt bbbttt ettt et senebeneeneas
Total cash, cash equivalents and ShOrt-term INVESTMENS ............ccooiiiiriiiiiiieeeeeeee s

ACCOUNLES TECEIVADIE, NMET.........oouiieiieiiieiceeceeeeee ettt ettt e et et ete et et ens et eseseeseeseseeseete e enseneesensenesaenseneeressans

INCOME tAXES TECEIVADIC .........uiuiiiiiiiiiiciciciticii ittt ettt ettt ettt et eeees

IIIVEIEOTIES. . ...ttt h e eb s s s s eb s st s s et s s et s s s s s s et seaes e ta e s e e s ta et ats s s ts ettt taeaenentaes

PrEpaid @XPENSES........cuiiciieiieieiiieteteie ettt ettt ettt b et as bttt e st et s et e et eb et e st s et eae et b et e st b tese b eb et et ebesee s s etese s seteasesets

OFNET CUITENE @SSELS........cuiievitieieretesiteteteeeteteee et etese e setese et etesessesesesseseseasssesesessesetessesesesssseseseseaseseesssesessssesesessssesesesseseseneas

Current assets related to discONtinUEd OPETAtIONS...............ceieieueuieeeieeieceeeteeeee ettt ee et ae et seseseseaseseseseeseseseaeas

Total current assets

Property and €QUIPIMIENL, TIET ..........c.ccvcveriiriereiiirieteiietetet et teset et stesesesessebesessesesesessesesassesesasassesesessesesessssesasessesesansesess
GOOAWIIL ...ttt st a et s et a st s s s s s s et a e ts s e e s s te s e et s s st ta ettt et tacneataen
INtANGIDIC ASSELS, MOt .......iuivivieieictieiiet ettt ettt s ettt eb ettt as e besess et et ess s esessasesesese s eseas s esessasesetess s esetenseseseneas
Other [0NZ-tEIM INVESTMENLS. .........cuiuiuiuiuiriiiieieeieeseeeeeseseseseeesesesesesesesesesesesesesesesesesesesesssssesssesssssssssssesesssessssssssssssssasasssasnes

DETEITEA tAX ASSELS .......iviviitiitieceieteetee ettt ettt ettt e b et et et et eseete et e s eseeb e s easeseesessessese s esses e s easesseseesessessesesseseesensensenesens

OFNET BSSELS .....cuvevetiuiieiesitetetei et tes et etete et etesesaeseses e seseseesesesesseseseseesesesesseseses st et ese s eseseasesesaseaseseseseesesenesesasenseseseneasesanens

Liabilities and Shareholders' Equity

Current liabilities:

Accounts payable and aCCTUEA EXPEIISES ..........ceeveueririrreririeresesiteseseiesesesestesesessssesesessesasessesesesessesessssesesessssesesssesesenseseses
INCOME tAXES PAYADIC ........ocveiviieeietieieeeee ettt ettt ettt ettt eae et et e s ese et et esees et ese et et e s enseseesenseseesesseneesensensersesenes
Accrued CONraCct HADIIIIES .........c.cuiiiiiteieicieicietete ettt bbbttt b bbbttt b bbbt b e b bbb bene
Other CUITENE HADIIIEIES ........c.ouiuiuiiiiiiiiiiitit ettt ea s es st e e s e e e e s e ee e s eaeee e aeaeseees s eaea e easasacasaes

Current liabilities related to discontinued operations .

Total current HADILLIES ...............ocooiiie ettt ettt e e s et et eaesenens
Long-term liabilities:

LONE-EIIN AEDL.......c.eeiivieiieietiieteteiet ettt ettt ettt et eb et e e s e s ese st e s et es e s e s ese s esesessesesesaasesesessesesese s esasensesesensesesenens
CONVETTIDIE NOLES, TIET .......uiiiiieiiiiiieieieietet ettt es s ea e es st s e es e s s eses s s s eseaes s eaes e s tataes e te s taea e st s ta e tats e eatatatatatacataes
Deferred tax HADIIITIES. ... ..c.cuiuiieieietcictetet ettt ettt ettt ettt b bbbt et b bbb bt e bbb e bbb e bt e b e bt ebebebebeb et et ebesesesesne
Other 10NG-teIM HADIIIIES ..........ouiuiiiiiiiiiiiiieiieeici et es e s e seseses s e esese e sesesesesssesessseasssseasnes

Long-term liabilities related to discontinued OPETALIONS .............ccooviiiriiiiiiiieeeeceee e esees

Total long-term liabilities
Commitments and contingencies (Note 16)
Shareholders’ equity:

Preferred stock, par value $0.01; 3,000 shares authorized at June 30, 2019 and June 24, 2018; none issued and
OUESTANAING ........oveeieieieteee ettt ettt ettt s et e e e et e s e e et et eae et esese s eseseaseseseseas et et easesesessasesesessasesessesesensasesesenssesesenseseseneas

Common stock, par value $0.00125; 200,000 shares authorized at June 30, 2019 and June 24, 2018; 106,570 and
101,488 shares issued and outstanding at June 30, 2019 and June 24, 2018, respectively ...........cccocvevvveveeeeevreeeneennne.

Additional Paid-IN=CAPILAL...........cociiuiiiiiiiiiiiiei ettt s st es ettt e ettt s es ettt eaeaen
Accumulated other cCOMPreNeNSIVE INCOME ..........c.cueuiuiiiiiieieieieteictetetete ettt ettt ettt ettt ettt bbbttt aeseseseseseaeseseseses
ACCUMUIALEA AETICIE.......victeiieieicicieici ettt ettt ettt ettt bbb st s s b bbbt e st es et esesesesesesesesesesesesesns
Total Shareholders’ €QUILY ...............ccocooioiiiiiieiciee ettt b st s et e b ese e s esesesseseseseesesanens
NON-CONTOLINEG INEETEST ........cueuieiiietiiiietieiietetetet ettt ettt ese et e sesessssebeseseesesesessesesessesesasassesesessesesesssesesessesasensesesas

Total equity

Total liabilities and shareholders’ qQUItY .................c.ccocoiiriiiiiiiiceeee e

June 30, 2019 June 24,2018
$500.5 $118.9
550.9 268.2
1,051.4 387.1
128.9 86.4
0.2 23
187.4 151.6
233 24.5
19.7 12.9
1.9 22
— 223.4
1,412.8 890.4
625.2 589.1
530.0 530.0
197.9 215.8
39.5 57.5
5.6 5.8
5.9 11.5
— 337.7
$2,816.9 $2,637.8
$200.9 $148.5
3.0 —
45.8 —
18.5 19.3
— 80.8
268.2 248.6
— 292.0
469.1 —
2.0 3.1
36.4 0.5
— 21.5
507.5 317.1
0.1 0.1
2,874.1 2,549.1
9.5 0.6
(847.5) (482.7)
2,036.2 2,067.1
5.0 5.0
2,041.2 2,072.1
$2,816.9 $2,637.8

The accompanying notes are an integral part of the consolidated financial statements
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CREE, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Fiscal Years Ended
June 30, 2019 June 24, 2018 June 25, 2017

in millions of U.S. Dollars, except share data

REVEIUE, NEL ..ot eeeeeeee et ee et et eeueeseeeeeeeeseseeeneneeseneesenes $1,080.0 $924.9 $771.5
COSt OF TEVENUE, TIET ..vvveeeiiiiiiiieeeeeeeeee ettt eenaae e 689.0 622.9 527.5
GTOSS PLOTIE cuviiieiieiieeiieie ettt ettt ettt ensesne e e eneenes 391.0 302.0 244.0
Operating expenses:
Research and development...........cccooceiirininieninerieeeee 157.9 127.3 113.8
Sales, general and adminiStrative ..........cocceeeeverieeceeneecieseeee e 200.7 170.3 145.7
Amortization or impairment of acquisition-related intangibles ..... 15.6 7.2 34
Loss on disposal or impairment of other assets...........cccceeverueeneee. 4.7 8.4 1.8
Other operating expense (INCOME) ........eecverrerrrerrersueseerreneeeeenneens 28.0 16.8 (0.6)
OPETAtING LOSS ..oovviieieiieiiiitieiieeete ettt ettt b et ess e ae e s eeeenns (15.9) (28.0) (20.1)
Non-operating expense (INCOME), NEL ........erverruerrrerieeienieeieneeeeeneeenees 29.3 (10.4) (13.0)
Loss before income taxes ................c.ccceeeevieiiieciieiicceeeec e (45.2) (17.6) (7.1
Income tax expense (benefit) ..........cceevveviiriiieniecieiicecee e 12.7 (1.2) 81.0
Net loss from continuing operations................c....ccoeeeeviieciennenen. (57.9) (16.4) (88.1)
Net loss from discontinued Operations.............cocceeveeeerieeceereeeneenneenes (317.2) (263.5) (10.0)
INEELOSS ...ttt (375.1) (279.9) (98.1)
Net income attributable to noncontrolling interest ............cccceceeeueeee. — 0.1 —
Net loss attributable to controlling interest ...................ccccoenrnneee. ($375.1) ($280.0) ($98.1)

Basic loss per share
Continuing operations attributable to controlling interest.............. ($0.56) ($0.17) ($0.89)
Net loss attributable to controlling interest .............ccooevevevveeevenenne. ($3.62) ($2.81) ($1.00)

Diluted loss per share
Continuing operations attributable to controlling interest.............. ($0.56) ($0.17) ($0.89)
Net loss attributable to controlling interest ............coceeereeeeeeeenens ($3.62) ($2.81) ($1.00)

Weighted average shares (in thousands)

BaSIC ..ot e 103,576 99,530 98,487
DAIULE ... 103,576 99,530 98,487

The accompanying notes are an integral part of the consolidated financial statements
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CREE, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

Fiscal Years Ended
June 30, 2019 June 24,2018 June 25,2017

in millions of U.S. Dollars
INEE L0SS 1.ttt ($375.1) ($279.9) ($98.1)
Other comprehensive income (loss):

Currency translation gain (10SS) ..........ccceveevveeeecrieieereeieereeee e 4.4 0.6 0.2)
Net unrealized gain (loss) on available-for-sale securities ................ 4.5 5.9 (2.6)
ComPIrehenSIVE LOSS. .. ...eeuieiieiieiieiierie ettt (366.2) (285.2) (100.9)
Net income attributable to non-controlling interest ............cccccceueeneene. — 0.1 —
Comprehensive loss attributable to controlling interest....................... ($366.2) ($285.3) ($100.9)

The accompanying notes are an integral part of the consolidated financial statements
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CREE, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

in millions of U.S. Dollars
Cash flows from operating activities:
INEE LOSS 1ottt sttt sttt ettt s ettt be e
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amOTtiZAtION ..........ccueveirieieirieieietesieeee ettt ese et saese s sseseese e sseneenes
Amortization of debt issuance costs and diSCOUNL.............cccevvrueirrecrinereireneceree e
Stock-based compensation ..

L0Ss 01 Sal€ OF DUSINESS .....cuvveviuiiieiiirieicirietctrtiet ettt ettt ettt
Goodwill iIMPAITMENt CRATZES .....evevviieiieiiieieiieteeee ettt ene s
Impairment of acquisition-related iNtangibIes...........ccooerveieerierieinieieeeeeeese e
TMPAITMENt OF INVENLOTY ....eevieteiieeieiiieietereie ettt ettt eae et sse s eseesebeneenens

Loss on disposal or impairment of long-lived assets ..

Amortization of premium/diScount 0N INVESTMENLS ........c.evrverieriererierieieteieeeeeseeeeeseseeneenes
Loss/(gain) on equity INVESIMENL ........cveuirierierieriieieesteeeeeesieteseetete e esesseseesesseseeseesesseneenens
Foreign exchange loss/(gain) on equity inVEStMENt ...........cccoerveeieerierieieierieieeseeeese e
Deferred INCOME tAXES .......cueueririeueieieieiirieteetre ettt ettt ettt s et s eaebenes
Changes in operating assets and liabilities, net of effect of acquisition:
ACCOUNLS TECEIVADIE, TNEL.......eeviiiieiieiieiectiet ettt ettt et v et a st ta s e eae e s ebeeneenns
INVEILOTIES ..ottt ettt sttt sttt ettt b et s bt saebenenes
Prepaid expenses and Other @SSELS .......eviirieieerieieietiteeee ettt enes
Accounts payable, trade

Accrued salaries and wages and other Habilities...........ccocveeirerieieinenicieeeeeeeee e

Accrued contract HabilItIes. ... ....c.couvueueiririeirinieicirie ettt
Net cash provided by operating activities ...
Cash flows from investing activities:

Purchases of property and equipment

Purchases of patent and licensing rights
Proceeds from sale of property and eqUIPIMENt..........cocveieirierieieirieeeeeeee s
Purchases of Short-term INVEStMENTS ... ....c.c.coivveueirinierinirietcireeeenteeeec e eteeeseeees et eaenens
Proceeds from maturities of short-term inVeStMEnts...........c.covueerrreucinerecrenerireneecneeenenes
Proceeds from sale of short term INVEStMENTS...........c.eueeirieueiririeeniniecinerccrene e
Purchase of acquired business, net of cash acquired...........ccocovveveirenieiinenececeeceee
Proceeds from sale 0f DUSINESS, NEL........c.oooviiiiiiiiicee ettt
Net cash used in investing activities...............c.cccooeviiniiiniiiniccc e
Cash flows from financing activities:
Proceeds from issuing Cree Venture LED stock to noncontrolling interest............cc.c.coveueneee.
Payment of acquisition-related contingent consideration ............cccocevveveeeriererenierieeserienene
Proceeds from long-term debt BOITOWINGS ........ccevveieririeieirieieiieereeeeee e
Payments on long-term debt BOITOWINGS.........cerverieieririeieirieieieieseee et eees

Proceeds from issuance of common stock .

Tax withholding on stock option exercises
Proceeds from cONVErtible NMOTES .........c.covvveueririerioirinieiiirieicte ettt eaeaens
Payments of debt iSSUANCE COSES.....vvviiriririerieririeieieteteeee ettt sttt ese e seesessenseneenes
Repurchases of COMMON STOCK .......ooviieiiiieieiirieieieteeee ettt eees
Net cash provided by (used in) financing activities

Effects of foreign exchange changes on cash and cash equivalents.............cccoeueeenecerneccnnnnene
Net change in cash and cash equivalents................c..coocconiiiiniinic e

Cash and cash equivalents, beginning of Period ...........ceceveverieirienieiirireeee e

Cash and cash equivalents, end of period

Supplemental cash flow information
Cash Paid fOr INEETEST. .....c.covereuiirieieiirietee ettt ettt ettt s eaene
Cash paid fOr INCOME TAXES .....c.coveveuiririeiiirieieiiieeeiet ettt sttt eaene

Fiscal Years Ended
June 30, 2019 June 24,2018 June 25,2017
($375.1) ($279.9) ($98.1)
143.6 153.9 150.5
18.3 — —
78.0 432 47.7
66.2 — —
90.3 247.5 —
107.3 — —
12.2 — 7.4
32 10.7 2.5
2.4 4.8 5.4
16.2 (7.1) (7.5)
1.3 (0.6) (2.6)
0.4) (40.0) 74.9
22.3 (4.8) 17.0
(43.3) 11.0 10.5
3.8 5.4 17.4
6.4 14.3 (4.8)
28.0 25.9 0.2
21.6 — —
202.3 173.5 220.5
(142.4) (185.7) (86.9)
(10.6) (10.1) (12.4)
0.3 0.6 1.4
(517.2) (200.7) (200.4)
177.4 224.2 125.9
46.4 177.0 272
(429.2) —
219.0 — —
(227.1) (423.9) (145.2)
49 —
(1.8) (2.8)
95.0 670.0 468.0
(387.0) (523.0) (483.0)
158.0 92.6 17.7
(21.6) (6.2) (4.6)
575.0 — —
(12.9) — —
— (104.0)
406.5 236.5 (108.7)
0.1) 0.2 0.1)
381.6 (13.7) (33.5)
118.9 132.6 166.1
$500.5 $118.9 $132.6
$4.0 $6.1 $3.6
$6.1 $1.2 $8.5

The accompanying notes are an integral part of the consolidated financial statements.
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CREE, INC.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Accumulated
Common Stock Additional Other Total Equity - Non
Number Par Paid-in Accumulated  Comprehensive Controlled controlling
of Shares Value Capital deficit Income Interest Interest Total Equity
share data in thousands, U.S. Dollar information in millions
Balance at June 26, 2016 100,829 $0.1 $2,359.6 (50.6) $8.7 $2,367.8 $— $2,367.8
Net 10SS...cveveireeeieeeeee — — — (98.1) — (98.1) — (98.1)
Currency translation loss..... — — — — 0.2) 0.2) — 0.2)
Unrealized loss on
available-for-sale securities — — — — (2.6) (2.6) — (2.6)
Comprehensive loss................ (100.9) — (100.9)
Income tax expense from
stock option exercises — — (4.6) — — (4.6) — (4.6)
Repurchased shares................ (4,460) — — (104.0) — (104.0) — (104.0)
Stock-based compensation..... — — 46.8 — — 46.8 — 46.8
Exercise of stock options and
issuance of shares................... 1,305 — 17.7 — — 17.7 — 17.7
Balance at June 25, 2017 97,674 $0.1 $2,419.5 ($202.7) $5.9 $2,222.8 $— $2,222.8
Net 1088, — — — (280.0) — (280.0) 0.1 (279.9)
Currency translation gain.... — — — — 0.6 0.6 — 0.6
Unrealized loss on
available-for-sale securities — — — — (5.9) 5.9) — (5.9)
Comprehensive loss................ (285.3) 0.1 (285.2)
Income tax expense from
stock option exercises............ — — (6.2) — — (6.2) — (6.2)
Stock-based compensation..... — — 432 — — 43.2 — 432
Exercise of stock options and
issuance of shares................... 3,814 — 92.6 — — 92.6 — 92.6
Contributions from
noncontrolling interests.......... — — — — — — 4.9 4.9
Balance at June 24, 2018 101,488 $0.1 $2,549.1 ($482.7) $0.6 $2,067.1 $5.0 $2,072.1
Net 1088, — — — (375.1) — (375.1) — (375.1)
Currency translation gain.... — — — — 44 4.4 — 44
Unrealized gain on
available-for-sale securities — — — — 4.5 4.5 — 4.5
Comprehensive loss................ (366.2) — (366.2)
Income tax expense from
stock option exercises............ — — (21.6) — — (21.6) — (21.6)
Stock-based compensation..... — — 78.0 — — 78.0 — 78.0
Exercise of stock options and
issuance of shares................... 5,082 — 158.0 — — 158.0 — 158.0
Adoption of ASC 606 ............ — — — 10.3 — 10.3 — 10.3
Convertible note issuance....... — — 110.6 — — 110.6 — 110.6
Balance at June 30, 2019 106,570 $0.1 $2,874.1 ($847.5) $9.5 $2,036.2 $5.0 $2,041.2

The accompanying notes are an integral part of the consolidated financial statements.
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Note 1 — Business

Overview

Cree, Inc. (the Company) is an innovator of wide bandgap semiconductor products for power and radio-frequency (RF) applications
and lighting-class light emitting diode (LED) products. The Company's products are targeted for applications such as transportation,
power supplies, inverters, wireless systems, indoor and outdoor lighting, electronic signs and signals and video displays.

The Company operates in two reportable segments:

*  Wolfspeed, which consists of silicon carbide (SiC) and gallium nitride (GaN) materials, power devices and RF devices
based on silicon (Si) and wide bandgap semiconductor materials. The Company's materials products and power devices
are used in electric vehicles, motor drives, power supplies, solar and transportation applications. The Company's materials
products and RF devices are used in military communications, radar, satellite and telecommunication applications.

*  LED Products, which consists of LED chips and LED components. The Company's LED products enable its customers
to develop and market LED-based products for lighting, video screens, automotive and specialty lighting applications.

Previously, the Company designed, manufactured and sold LED lighting fixtures and lamps for the commercial, industrial and
consumer markets. The Company referred to these product lines as the Lighting Products business unit. As discussed in Note 3,
“Discontinued Operations,” on May 13, 2019, the Company sold its Lighting Products business unit to IDEAL Industries, Inc.
(IDEAL). Unless otherwise noted, discussion within these notes to the consolidated financial statements relates to the Company's
continuing operations.

The majority of the Company's products are manufactured at its production facilities located in North Carolina, California, Arkansas
and China. The Company also uses contract manufacturers for certain products and aspects of product fabrication, assembly and
packaging. The Company operates research and development facilities in North Carolina, Arizona, Arkansas, California and China
(including Hong Kong).

Cree, Inc. is a North Carolina corporation established in 1987, and its headquarters are in Durham, North Carolina.

Note 2 — Basis of Presentation and Summary of Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements include the accounts of the Company, its wholly owned subsidiaries, and the joint venture.
All material intercompany accounts and transactions have been eliminated.

Fiscal Year

The Company’s fiscal year is a 52 or 53-week period ending on the last Sunday in the month of June. The Company’s 2019 fiscal
year was a 53-week fiscal year. The Company's 2018 and 2017 fiscal years were 52-week fiscal years. The Company’s 2020 fiscal
year will be a 52-week fiscal year.

Reclassifications

Certain prior period amounts in the accompanying consolidated financial statements have been reclassified to conform to the
current year presentation. These reclassifications had no effect on previously reported net loss or shareholders’ equity.

Revisions

The Company revised net cash provided by operating activities and net cash provided by (used in) financing activities for the
years ended June 24, 2018 and June 25,2017 to correct the presentation of tax withholding for stock option exercises. The Company
increased net cash provided by operating activities by $6.2 million and $4.6 million and decreased net cash provided by (used in)
financing activities by the same amounts for the years ended June 24,2018 and June 25,2017, respectively. The Company concluded
these errors were not material individually or in the aggregate to any of the periods impacted.

Additionally, the Company corrected the classification of certain money market funds which were previously disclosed as non-
U.S. certificates of deposits within cash equivalents in Note 9, "Fair Value of Financial Instruments." As a result, non-U.S.
certificates of deposit decreased by $40.9 million and money market funds increased by the same amount as of June 24, 2018.
Total cash equivalents was not affected.
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Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United
States of America (U.S. GAAP) requires management to make estimates and assumptions that affect the reported amounts of
assets, liabilities, revenue and expenses, and the disclosure of contingent assets and liabilities. The Company evaluates its estimates
on an ongoing basis, including those related to revenue recognition, product warranty obligations, valuation of inventories, tax
related contingencies, valuation of stock-based compensation, valuation of long-lived and intangible assets, other contingencies
and litigation, among others. The Company generally bases its estimates on historical experience and on various other assumptions
that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results could differ materially from
those estimates.

Segment Information

U.S. GAAP requires segmentation based on an entity’s internal organization and reporting of revenue and operating income based
upon internal accounting methods commonly referred to as the “management approach.” Operating segments are defined as
components of an enterprise about which separate financial information is available that is evaluated regularly by the chief operating
decision maker (CODM), or decision making group, in deciding how to allocate resources and in assessing performance. The
Company’s CODM is its Chief Executive Officer. The Company has determined that it currently has two operating and reportable
segments.

Cash and Cash Equivalents

Cash and cash equivalents consist of unrestricted cash accounts and highly liquid investments with an original maturity of three
months or less when purchased. Cash and cash equivalents are stated at cost, which approximates fair value. The Company holds
cash and cash equivalents at several major financial institutions, which often exceed insurance limits set by the Federal Deposit
Insurance Corporation (FDIC). The Company has not historically experienced any losses due to such concentration of credit risk.

Investments

Investments in certain securities may be classified into three categories:

*  Held-to-Maturity — Debt securities that the entity has the positive intent and ability to hold to maturity, which are reported
at amortized cost.

*  Trading — Debt and equity securities that are bought and held principally for the purpose of selling in the near term, which
are reported at fair value, with unrealized gains and losses included in earnings.

*  Available-for-Sale — Debt and equity securities not classified as either held-to-maturity or trading securities, which are
reported at fair value with unrealized gains or losses excluded from earnings and reported as a separate component of
shareholders’ equity.

The Company reassesses the appropriateness of the classification (i.e. held-to-maturity, trading or available-for-sale) of its
investments at the end of each reporting period.

When the fair value of an investment declines below its original cost, the Company considers all available evidence to evaluate
whether the decline is other-than-temporary. Among other things, the Company considers the duration and extent of the decline
and economic factors influencing the capital markets. For the fiscal years ended June 30, 2019, June 24, 2018, and June 25, 2017,
the Company had no other-than-temporary declines below the cost basis of its investments. The Company utilizes specific
identification in computing realized gains and losses on the sale of investments. Realized gains and losses on the sale of investments
are reported in non-operating expense (income).

Investments in marketable securities with maturities beyond one year may be classified as short-term based on their highly liquid
nature and because such marketable securities represent the investment of cash that is available for current operations.

Other long-term investments consist of the Company's approximately 16% common stock ownership interest in Lextar Electronics
Corporation (Lextar), which the Company acquired in December 2014. The Company currently utilizes the fair value option in
accounting for its investment in Lextar.
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Inventories

Inventories are stated at the lower of cost or net realizable value, with cost determined on a first-in, first-out (FIFO) method or an
average cost method. The Company writes down its inventory balances for estimates of excess and obsolete amounts. These write-
downs are recognized as a component of cost of revenue. At the point of the write-down, a new lower cost basis for that inventory
is established, and any subsequent improvements in facts and circumstances do not result in the restoration or increase in that
newly established lower cost basis. If that inventory is subsequently sold, the sale is recorded at the actual selling price and the
related cost of revenue is recorded at the new lower cost basis.

Property and Equipment

Property and equipment are stated at cost and depreciated on a straight-line basis over the assets’ estimated useful lives. Leasehold
improvements are amortized over the lesser of the asset life or the term of the related lease. In general, the Company’s policy for
useful lives is as follows:

Machinery and eqUIPIMENT ..........ccceevueuirieirieineinieineteeeeeeeeeenee e srenene 3 to 15 years

Buildings and building improvements............c.ccoeeveeiereererenenenienenenenennens 5 to 40 years

Furniture and fIXTUIES .......cccoeeeruiiririeinieiecnecrieenieeeee e 3 to 5 years

Aircraft and Vehicles...........ccoooiiiiiiiiii 5 to 20 years

Leasehold ImMpProvements. ........cceeiieirerenienenienieeieceeee e Shorter of estimated useful life or lease term

Expenditures for repairs and maintenance are charged to expense as incurred. The costs for major renewals and improvements are
capitalized and depreciated over their estimated useful lives. The cost and related accumulated depreciation of the assets are
removed from the accounts upon disposition and any resulting gain or loss is reflected in operating income.

Shipping and Handling Costs

Shipping and handling costs are included in cost of revenue, net in the consolidated statements of operations and are recognized
as a period expense during the period in which they are incurred.

Goodwill and Intangible Assets

The Company recognizes the assets acquired and liabilities assumed in business combinations at their respective fair values at the
date of acquisition, with any excess purchase price recognized as goodwill. Valuation of intangible assets entails significant
estimates and assumptions including, but not limited to, estimating future cash flows from product revenue, developing appropriate
discount rates, continuation of customer relationships and renewal of customer contracts, and approximating the useful lives of
the intangible assets acquired.

Goodwill

The Company recognizes goodwill as an asset representing the future economic benefits arising from other assets acquired in a
business combination that are not individually identified and separately recognized. The Company tests goodwill for impairment
at least annually as of the first day of the fiscal fourth quarter, or when indications of potential impairment exist. The Company
monitors for the existence of potential impairment indicators throughout the fiscal year.

The Company conducts impairment testing for goodwill at the reporting unit level. Reporting units may be operating segments
as a whole, or an operation one level below an operating segment, referred to as a component. The Company has determined that
its reporting units are its two operating and reportable segments.

The Company may initiate goodwill impairment testing by considering qualitative factors to determine whether it is more likely
than not that a reportable segment’s carrying value is greater than its fair value. Such factors may include the following, among
others: a significant decline in the reporting unit’s expected future cash flows; a sustained, significant decline in the Company’s
stock price and market capitalization; a significant adverse change in legal factors or in the business climate; unanticipated
competition; and slower growth rates; as well as changes in management, key personnel, strategy and customers. If the Company's
qualitative assessment indicates it is more likely than not that the estimated fair value of a reporting unit exceeds its carrying value,
no further analysis is required and goodwill is not impaired. Otherwise, the Company performs a quantitative goodwill impairment
test to determine if goodwill is impaired. The quantitative test compares the fair value of a reporting unit with its carrying amount,
including goodwill.

52



If the fair value of the reportable segment exceeds the carrying value of the net assets associated with the segment, goodwill is
not considered impaired. If the carrying value of the net assets associated with the reportable segment exceeds the fair value of
the segment, the Company recognizes an impairment loss in an amount equal to the excess, not to exceed the carrying value of
the reportable segment's goodwill. Once an impairment loss is recognized, the adjusted carrying value of the goodwill becomes
the new accounting basis of the goodwill for the reporting unit. The Company derives a reportable segment’s fair value through
a combination of the market approach (guideline transaction method and guideline public company method) and the income
approach (a discounted cash flow analysis). The income approach utilizes a discount rate from the capital asset pricing model. If
all reportable segments are analyzed, their respective fair values are reconciled back to the Company’s consolidated market
capitalization.

Finite-Lived Intangible Assets

U.S. GAAP requires that intangible assets, other than goodwill and indefinite-lived intangibles, must be amortized over their useful
lives. The Company is currently amortizing its acquired intangible assets with finite lives over periods ranging from one to 20
years.

Patent rights reflect costs incurred by the Company in applying for and maintaining patents owned by the Company and costs
incurred in purchasing patents and related rights from third parties. Licensing rights reflect costs incurred by the Company in
acquiring licenses under patents owned by others. The Company amortizes both on a straight-line basis over the expected useful
life of the associated patent rights, which is generally the lesser of 20 years from the date of the patent application or the license
period. Royalties payable under licenses for patents owned by others are generally expensed as incurred. The Company reviews
its capitalized patent portfolio and recognizes impairment charges when circumstances warrant, such as when patents have been
abandoned or are no longer being pursued.

Long-Lived Assets

The Company reviews long-lived assets such as property and equipment for impairment based on changes in circumstances that
indicate their carrying amounts may not be recoverable. In making these determinations, the Company uses certain assumptions,
including but not limited to: (1) estimations of the fair market value of the assets and (2) estimations of future cash flows expected
to be generated by these assets, which are based on additional assumptions such as asset utilization, length of service the asset
will be used in the Company’s operations and estimated salvage values.

Contingent Liabilities

The Company recognizes contingent liabilities when it is probable that an asset has been impaired or a liability has been incurred
at the date of the financial statements and the amount of the loss can be reasonably estimated. Disclosure in the notes to the financial
statements is required for loss contingencies that do not meet both these conditions if there is a reasonable possibility that a loss
may have been incurred. See Note 16, “Commitments and Contingencies,” for a discussion of loss contingencies in connection
with pending and threatened litigation. The Company expenses as incurred the costs of defending legal claims against the Company.

Revenue Recognition

Revenue is recognized when control of a good or service promised in a contract (i.e., performance obligation) is transferred to a
customer. Control is obtained when a customer has the ability to direct the use of and obtain substantially all of the remaining
benefits from that good or service. Substantially all of the Company's revenue is derived from product sales. Revenue is recognized
at a point in time based on the Company’s evaluation of when the customer obtains control of the products, and all performance
obligations under the terms of the contract are satisfied. If customer acceptance clauses are present and it cannot be objectively
determined that control has been transferred based on the contract and shipping terms, revenue is only recorded when customer
acceptance is received and all performance obligations have been satisfied. Sales of products typically do not include more than
one performance obligation.

A substantial portion of the Company’s products are sold through distributors. Distributors stock inventory and sell the Company’s
products to their own customer base, which may include: value added resellers; manufacturers who incorporate the Company’s
products into their own manufactured goods; or ultimate end users of the Company’s products. The Company recognizes revenue
upon shipment of its products to its distributors. This arrangement is often referred to as a “sell-in” or “point-of-purchase” model
as opposed to a “sell-through” or “point-of-sale” model, where revenue is deferred and not recognized until the distributor sells
the product through to their customer.

Master supply or distributor agreements are in place with many of the Company's customers and contain terms and conditions
including, but not limited to payment, delivery, incentives and warranty. These agreements typically do not require minimum
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purchase commitments. If a master supply, distributor or other similar agreement is not in place with a customer, the Company
considers a purchase order, which is governed by the Company’s standard terms and conditions, to be the contract governing the
relationship with that customer.

Pricing terms are negotiated independently on a stand-alone basis. Revenue is measured based on the amount of net consideration
to which the Company expects to be entitled to receive in exchange for products or services. Variable consideration is recognized
as a reduction of net revenue with a corresponding reserve at the time of revenue recognition, and consists primarily of sales
incentives or rebates, price concessions and return allowances. Variable consideration is estimated based on contractual terms,
historical analysis of customer purchase volumes, or historical analysis using specific data for the type of consideration being
assessed. The Company offers product warranties and establishes liabilities for estimated warranty costs based upon historical
experience and specific warranty provisions. Warranty liability estimates are included in cost of revenue in the Company’s
consolidated statements of operations, and further detail is presented in Note 16, "Commitments and Contingencies."

Certain of the Company’s distributors are provided limited rights that allow them to return a portion of inventory (product exchange
rights or stock rotation rights) and receive credits for changes in selling prices (price protection rights) or customer pricing
arrangements under the Company’s “ship and debit” program or other targeted sales incentives. These estimates are calculated
based upon historical experience, product shipment analysis, current economic conditions, on-hand inventory at the distributor,
and customer contractual arrangements. The Company believes that it can reasonably and reliably estimate the allowance for
distributor credits at the time of sale. Accordingly, estimates for these rights are recognized at the time of sale as a reduction of

product revenue and as a contract liability.

From time to time, the Company will issue a new price book for its products, and provide a credit to certain distributors for
inventory quantities on hand ifrequired by the Company’s agreement with the distributor. This practice is known as price protection.
These credits are applied against the reserve that the Company establishes upon initial shipment of product to the distributor.

Under the ship and debit program, products are sold to distributors at negotiated prices and the distributors are required to pay for
the products purchased within the Company’s standard commercial terms. Subsequent to the initial product purchase, a distributor
may request a price allowance for a particular part number(s) for certain target customers, prior to the distributor reselling the
particular part to that customer. If the Company approves an allowance and the distributor resells the product to the target customer,
the Company credits the distributor according to the allowance the Company approved. These credits are applied against the
reserve that the Company establishes upon initial shipment of product to the distributor.

In addition, the Company runs sales incentive programs with certain distributors, such as product rebates. The Company recognizes
these incentives at the time they are offered to customers and records a credit to their account with an offsetting expense as either
a reduction to revenue, increase to cost of revenue, or marketing expense depending on the type of sales incentive.

From time to time, the Company may enter into licensing arrangements related to its intellectual property. Revenue from licensing
arrangements is recognized when earned and estimable. The timing of revenue recognition is dependent on the terms of each
license agreement. Generally, the Company will recognize non-refundable upfront licensing fees related to patent licenses
immediately upon receipt of the funds if the Company has no significant future obligations to perform under the arrangement.
However, the Company will defer recognition for licensing fees where the Company has significant future performance
requirements, the fee is not fixed (such as royalties earned as a percentage of future revenue), or the fees are otherwise contingent.

Accounts Receivable

For product revenue, the Company typically invoices its customers at the time of shipment for the sales order value of products
shipped. Accounts receivable are recognized at the invoiced amount and are not subject to any interest or finance charges. The
Company does not have any off-balance sheet credit exposure related to any of its customers.

Allowance for Doubtful Accounts

The Company evaluates the collectability of accounts receivable based on a combination of factors. In cases where the Company
becomes aware of circumstances that may impair a specific customer’s ability to meet its financial obligations subsequent to the
original sale, the Company will recognize an allowance against amounts due, and thereby reduce the net recognized receivable to
the amount the Company reasonably believes will be collected. For all other customers, the Company recognizes an allowance
for doubtful accounts based on the length of time the receivables are past due and consideration of other factors such as industry
conditions, the current business environment and the Company’s historical experience.
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Advertising

The Company expenses the costs of producing advertisements at the time production occurs and expenses the cost of communicating
the advertising in the period in which the advertising is used. Advertising costs are included in sales, general and administrative
expenses in the consolidated statements of operations and amounted to approximately $4.2 million, $3.9 million, and $5.3 million
for the years ended June 30, 2019, June 24, 2018 and June 25, 2017, respectively.

Research and Development

Research and development activities are expensed when incurred.

Loss Per Share

Basic loss per share is computed by dividing net loss by the weighted average number of shares of common stock outstanding for
the applicable period. Diluted loss per share is determined in the same manner as basic loss per share except that the number of
shares is increased to assume exercise of potentially dilutive stock options, nonvested restricted stock and contingently issuable
shares using the treasury stock method, unless the effect of such increases would be anti-dilutive. Under the treasury stock method,
the amount the employee must pay for exercising stock options, the amount of compensation cost for future service that the
Company has not yet recognized, and the amount of tax benefits that would be recognized in additional paid-in capital when the
award becomes deductible are assumed to be used to repurchase shares.

Stock-Based Compensation

The Company recognizes compensation expense for all share-based payments granted based on the fair value of the shares on the
date of grant. Compensation expense is then recognized over the award’s vesting period.

Fair Value of Financial Instruments

Cash and cash equivalents, short-term investments, accounts and interest receivable, accounts payable and other liabilities
approximate their fair values at June 30, 2019 and June 24, 2018 due to the short-term nature of these instruments.

Taxes

Deferred tax assets and liabilities are recognized for the estimated future tax consequences attributable to differences between the
carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets are recognized for deductible
temporary differences, along with net operating loss carryforwards and credit carryforwards, if it is more likely than not that the
tax benefits will be realized. To the extent a deferred tax asset cannot be recognized under the preceding criteria, valuation
allowances are established. Deferred tax assets and liabilities are measured using enacted tax rates in effect for the year in which
those temporary differences are expected to be recovered or settled.

Taxes payable which are not based on income are accrued ratably over the period to which they apply. For example, payroll taxes
are accrued each period end based upon the amount of payroll taxes that are owed as of that date; whereas taxes such as property
taxes and franchise taxes are accrued over the fiscal year to which they apply if paid at the end of a period, or they are amortized
ratably over the fiscal year if they are paid in advance.

Sales Taxes

The Company presents sales taxes collected from customers and remitted to governmental authorities on a net basis (i.e. excluded
from revenue and expenses).

Foreign Currency Translation

Foreign currency translation adjustments are recognized in other comprehensive (loss) income in the consolidated statements of
comprehensive loss for changes between the foreign subsidiaries’ functional currency and the United States (U.S.) dollar. Foreign
currency translation gains and losses are included in the Company’s equity account balance of accumulated other comprehensive
income, net of taxes in the consolidated balance sheets until such time that the subsidiaries are either sold or substantially liquidated.

Due to the sale of the Lighting Products business unit, $5.2 million of currency translation loss was reclassified out of other
comprehensive (loss) income and recognized in the consolidated statements of operations as part of the loss on transaction.
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The Company and its subsidiaries transact business in currencies other than the U.S. Dollar and as such, the Company will continue
to experience varying amounts of foreign currency exchange gains and losses.

Recently Adopted Accounting Pronouncements
Nonemployee Stock Compensation

In June 2018, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2018-07:
Compensation - Stock Compensation (Topic 718): Improvements to Nonemployee Share-Based Payment Accounting. The ASU
applies to all share-based payment transactions in which a grantor acquires goods or services to be used or consumed in a grantor's
own operations by issuing share-based payment awards. The Company early adopted this standard in the second quarter of fiscal
2019. There was no material impact upon adoption of this standard.

Fair Value Measurement Disclosure

In August 2018, the FASB issued ASU 2018-13: Fair Value Measurement (Topic 820): Disclosure Framework - Changes to the
Disclosure Requirements for Fair Value Measurement. The ASU modifies the disclosure requirements required for fair value
measurements. The Company early adopted this standard in the first quarter of fiscal 2019.

Cloud Computing Arrangements

In August 2018, the FASB issued ASU 2018-15: Intangibles - Goodwill and Other - Internal-Use Software (Topic 350-40):
Customer's Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement that is a Service Contract. The
ASU allows companies to capitalize implementation costs incurred in a hosting arrangement that is a service contract over the
term of the hosting arrangement, including periods covered by renewal options that are reasonably certain to be exercised. The
Company early adopted this standard in the first quarter of fiscal 2019. There was no significant impact on the financial statements.

Revenue from Contracts with Customers

In May 2014, the FASB issued ASU No. 2014-09: Revenue from Contracts with Customers (Topic 606) (ASC 606). The FASB
has subsequently issued multiple ASUs that amend and clarify the guidance in ASC 606. The ASU establishes a principles-based
approach for accounting for revenue arising from contracts with customers and supersedes existing revenue recognition guidance.
The ASU provides that an entity should apply a five-step approach for recognizing revenue, including (1) identify the contract
with a customer; (2) identify the performance obligations in the contract; (3) determine the transaction price; (4) allocate the
transaction price to the performance obligations in the contract; and (5) recognize revenue when, or as, the entity satisfies a
performance obligation. Also, the entity must provide various disclosures concerning the nature, amount and timing of revenue
and cash flows arising from contracts with customers. The Company adopted this standard on June 25, 2018.

The cumulative effect of the adoption recorded to beginning accumulated deficit as of June 25, 2018 was $10.3 million. The
Company did not recognize a discrete tax impact related to the opening deferred tax balance as of June 25, 2018 due to a full U.S.
valuation allowance. The Company recorded $1.6 million less revenue for the fiscal year ended June 30, 2019 as a result of the
adoption and expects the ongoing effect to be immaterial to the consolidated financial statements. See Note 4, "Revenue
Recognition," for discussion of the impacted financial statement line items.

Recently Issued Accounting Pronouncements

Leases

In February 2016, the FASB issued ASU No. 2016-02: Leases (Topic 842) (ASC 842), and ASU 2018-10: Codification
Improvements to ASC 842, Leases. These ASU’s require that a lessee recognize in its statement of financial position a liability to
make lease payments (the lease liability) and a right-of-use asset representing its right to use the underlying asset for the lease
term and will require enhanced disclosures about an entity’s leasing arrangements. The Company will adopt this standard on July
1, 2019, under the modified retrospective transition approach with the cumulative effect of application recognized at the effective
date, without reclassification of previous financial statements. Upon adoption, the Company plans to elect the transition package
of practical expedients that allows it to not reassess (1) whether any expired or existing contracts are leases, or contain leases, (2)
the lease classification for any expired or existing leases, and (3) initial direct costs for any existing leases. Further, upon
implementation of the new guidance, the Company intends to elect the practical expedient to not separate lease and non-lease
components for all leases and account for the combined lease and non-lease components as a single lease component. The Company
also plans to make an accounting policy election to exclude leases with an initial term of 12 months or less from the consolidated
balance sheets.
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The Company expects the adoption of this standard will result in the inclusion of a significant component of the Company’s future
minimum lease obligations, as disclosed in Note 16, “Commitments and Contingencies” on its consolidated balance sheets, as
right-of-use assets and lease liabilities with no material impact to its consolidated statements of operations and consolidated
statements of comprehensive loss. Any new lease arrangements or material modifications entered into subsequent to the adoption
date will be accounted for in accordance with the new standard. The Company is continuing to assess the potential impacts of the
ASC 842. The Company anticipates disclosing additional information, as necessary, to comply with the new leasing standard.

Note 3 — Discontinued Operations

On May 13, 2019, the Company completed the sale of (a) certain manufacturing facilities and equipment, inventory, intellectual
property rights, contracts, and real estate of the Company used by the Company's Lighting Products business unit, which includes
LED lighting fixtures, lamps and corporate lighting solutions for commercial, industrial and consumer applications, and (b) all of
the issued and outstanding equity interests of E-conolight LLC (E-conolight), Cree Canada Corp. and Cree Europe S.r.l., each a
wholly owned subsidiary of the Company (collectively, the Lighting Products business unit) to IDEAL, pursuant to the Purchase
Agreement, dated March 14, 2019, as amended between Cree and IDEAL (the Purchase Agreement). The Company retained
certain liabilities associated with the Lighting Products business unit arising prior to the closing of the sale. The Lighting Products
business unit represented the Lighting Products segment disclosed in the Company's historical financial statements.

The aggregate net proceeds from the sale of the Lighting Products business unit was $219.0 million in cash, which is subject to
certain adjustments. Additionally, the Company is entitled to an earnout payment subject to the future performance of the Lighting
Products business unit. In connection with the transaction, the Company and IDEAL entered into certain ancillary and related
agreements, including (i) an Intellectual Property Assignment and License Agreement, which assigned to IDEAL certain intellectual
property owned by the Company and licensed to IDEAL certain additional intellectual property owned by the Company; (ii) a
Transition Services Agreement (the TSA), which is designed to ensure a smooth transition of the Lighting Products business unit
to IDEAL,; (iii) an LED Supply Agreement (the LED Supply Agreement), pursuant to which the Company will supply IDEAL
with certain LED chip and component products for three years; and (iv) a Real Estate License Agreement, which will allow IDEAL
to use certain premises owned by the Company to conduct the Lighting Products business unit after closing. The Company
recognized a loss on the sale of $66.2 million.

The Company has classified the results of the Lighting Products business unit as discontinued operations, the results of which for
the fiscal years ended June 30, 2019, June 24, 2018, and June 25, 2017 are as follows:

Fiscal Years Ended
June 30, 2019 June 24, 2018 June 25,2017

(in millions of U.S. Dollars)

REVENUE, NCL....uiieeiietiieiieieiietet ettt $419.8 $568.8 $701.5
COSt OF TEVEIUE, TIET ...t 3243 463.2 510.9
GTOSS PIOTIE cuvivieiiiieieiieiieeteet ettt ettt b e ee b b beeeb e teensenreenes 95.5 105.6 190.6
Research and development..............cooueeieeiiieiiicieciecieeeeeeeeeev 37.1 359 44.7
Sales, general and adminiStrative............cceevevvieienieeeeneeeese e 100.6 97.6 119.6
Amortization or impairment of acquisition-related intangibles.......... 116.4 23.6 24.1
Goodwill impairment Charges ............cccoceevevierieecienieieseeeeeeee e 90.3 247.5 —
Loss on disposal or impairment of long-lived assets.......................... 2.0 2.1 0.8
Operating (10SS) INCOME .........cceevirieriieierieiieteeeesreeeesreeeresreeseseeenns (250.9) (301.1) 1.4
NON-0perating iNCOME............ccveereerriereeireereeereereereeire e eereereeereesseereennas — (1.3) (1.0)
(Loss) income before income taxes and loss on sale....................... (250.9) (299.8) 2.4
LLOSS ON SALE ..ottt 66.2 — —
(Loss) income before income taxes .................ccoooeeevveeeiiicneeeneeenne.. 317.1) (299.8) 2.4
Income tax expense (benefit) ..........ccoceeieviiiiiiiiiieeeceeeee 0.1 (36.3) 12.4
INEELOSS ..ottt ene e ($317.2) ($263.5) ($10.0)

Assets and liabilities held for sale relating to the sale of the Lighting Products business unit as of June 24, 2018 are as follows:
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(in millions of U.S. Dollars) June 24,2018
Assets

ACCOUNTS TECEIVADIE, TIEL ......eiiieiiiiiieie ettt e ettt e e e e et e e e et et e e eaeeeesaeeeesrteeesneeeeenneessraeeesnnneesnees $ 67.5
INCOME tAX TECEIVADIC. ... ..veivietiiiicticeie ettt ettt ettt ettt ettt e teeateete e e e eteeaaeeaeentesteenteereenseessenseessenns 0.4
IIIVEIEOTICS ..ottt ettt ettt ettt e te et esteesaesaeesbesteesbeeseesseessessaessesseessesseessasseesaesseessesaeessesssensasssensenseensanseenes 144.4
PIEPAIA ©XPEIISES ....ouvviuvivieiietiecte et ettt ettt e ete et e eteeteeteebeeteeaeetseteetseseetseeteeaseeseeateeteeaseeteenteeteenteereeteeteenreereenns 3.8
OLhET CUITEIE ASSELS ...euvivierietietietieteetesteetesteetesteestesteesseaseesseessessaessesseessasseassasseessesseessesssessesssessesssessenssensenseenes 7.3
TOLAL CUTTENE ASSELS........cccuiiiiiiiiieeiieetiecte et et e et et e ebeesteeebeesebeesbeestseesseessseeasaassseesseessseasseessseansaesseensaesssesnsens 223.4
Property and €qQUIPIMENT, NMET..........cc.coviiiiiriieiietietieeet ettt et este et esbeeaesbeesaesbeessesseesseeseessesssessesssessesssessesssessenssans 72.2
(o ToT 44 | RSP 90.3
INtANGIDIE ASSELS, NCL ....viviieiieiieiieeiete ettt ettt sttt ettt eete e b e ete e b e ete e beessebeessesteesaesaeessessaessesssessesssensensnenns 174.3
DEferred INCOME TAKES ... ..uieieiiieieeiietieiesteetete et e et eteeteestesetesesseeseesaeseesseseessesseansesseassesseansesssensesssensesnsessennsans 0.7
OLHET @SSELS ...vvivieiiiitieieete et ettt ettt et eete et e s bt et e s teesaesteesbeeseesseessessaessesseessesseessasseessesseessesesessesssessenssensenssensenseanns 0.2
TOEAL ASSEES ........cuiiiiiieiiiee ettt ettt ettt a et s ettt e st et e e ekt eb e e bt et e b e et e st st e st e b e st et ene et et et et et et ere e $ 561.1
Liabilities

Accounts PAYADIE, trAAE .........ccveiviiieiieieitiet ettt ettt ettt et b et e s b e reerbeereesbeereesbeeraebeeraeaeennans $ 44.7
Accrued SAlaries AN WAZES........ccviieiiiiiiieiicciie ettt ettt et e st e e teesteeebeesaeeebeestaeeabeestbeebeette e beentaeeareesrreanreenes 11.6
INCOME tAX PAYADIC.....c.viiuiiiietieiieiee ettt ettt ettt et et e b e eteesbeeteesbeeseesbeesaesseesaesaeessessaessasseensenssensenseenns 0.3
Other CUITENE HADIIITIES. .....cvieviivieeieeti ettt ettt ettt ettt e et et e eteeeteeseeeaeeaseeteesaesaeensesssenseessenseessenseeseenns 24.2
Total current Habilities...............coooiiiiiiiiiei et et e e et e e e e et e e staesbeenaeesanees 80.8
Other 10Ng terM HADIIIIES .......ecviiiiieieieeieieieiet ettt ettt ettt teeseeseetessessessesbessessessensensasaessesenns 21.5
TOLAL THADIIEIES...........ovoeiieiiieicteceee ettt ettt ettt et et e st e s e ebese e b e st e b ene et ensesensesesesennas $ 102.3

The cash flow impacts of the Lighting Products business unit are as follows:

Fiscal Years Ended

(in millions of U.S. Dollars) June 30, 2019 June 24,2018 June 25,2017
Cash (used in) provided by operating activities of discontinued

OPETALIONS .....oveveeieeeeeeeee et eteee et et e e eteee et ee et e esereeeese et ese et ese et eseesereeseneens $ (17.9) $ 61.0 § 85.2
Cash used in investing activities of discontinued operations................. (15.4) (17.9) (16.9)

The Company recognized $1.6 million in administrative fees in fiscal 2019 relating to the TSA, all of which are accrued in accounts
receivable, net in the consolidated balance sheets as of June 30, 2019. These fees were recorded as a reduction of sales, general
and administrative expense in the consolidated statements of operations.

The Company recognized $2.1 million in revenue in fiscal 2019 related to the LED Supply Agreement. No amounts were accrued
in accounts receivable, net in the consolidated balance sheets as of June 30, 2019 relating to the LED Supply Agreement.
Additionally, the Company recorded a contract liability of $13.4 million relating to the LED Supply Agreement as of June 30,
2019. The contract liability is recognized in contract liabilities and other long term liabilities on the consolidated balance sheets.

Note 4 — Revenue Recognition

In accordance with ASC 606, the Company follows a five-step approach defined by the new standard for recognizing revenue,
consisting of the following: (1) identify the contract with a customer; (2) identify the performance obligations in the contract; (3)
determine the transaction price; (4) allocate the transaction price to the performance obligations in the contract; and (5) recognize
revenue when, or as, the entity satisfies a performance obligation.

Contract liabilities primarily include various rights of return and customer deposits, as well as deferred revenue, price protection
guarantees and the Company's liability under the LED Supply Agreement. Contract liabilities were $80.4 million as of June 30,
2019 and $47.1 million as of June 25, 2018, the date the Company adopted ASC 606. The increase was primarily due to increased
customer deposits and the related contract liability from the LED Supply Agreement. Contract liabilities are recorded within
accrued contract liabilities and other long-term liabilities on the balance sheet. Before the adoption of ASC 606, liabilities relating
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to various rights of return were recorded as a deduction to accounts receivable. The adjustments do not impact net cash provided
by operating activities; however, they do impact the changes in operating assets and liabilities for the related accounts within the
disclosure of operating activities on the statement of cash flows.

Practical Expedients and Exemptions

The Company does not disclose the value of unsatisfied performance obligations for contracts with an original expected length
of one year or less.

Incidental contract costs that are not material in context of the delivery of products are expensed as incurred. Sales commissions
are expensed when the amortization period is less than one year. Contract assets, such as costs to obtain or fulfill contracts, are an
insignificant component of the Company’s revenue recognition process. The majority of the Company’s fulfillment costs as a
manufacturer consist of inventory, fixed assets, and intangible assets, all of which are accounted for under the respective guidance
for those asset types.

The Company’s accounts receivable balance represents the Company’s unconditional right to receive consideration from its
customers with contracts. Payments are typically due within 30 days of the completion of the performance obligation and invoicing,
and therefore do not contain significant financing components.

Sales tax, value-added tax, and other taxes the Company collects concurrent with revenue-producing activities are excluded from
revenue, and shipping and handling costs are treated as fulfillment activities and are included in cost of revenue in the Company’s
consolidated statements of operations.

Disaggregated revenue by geography is presented in Note 17, "Reportable Segments". For the fiscal year ended June 30, 2019,
the Company recognized revenue of $5.0 million that was included in contract liabilities as of June 25, 2018. The amount recognized
primarily related to deferred revenue and the recognition of contingent liabilities related to the LED Supply Agreement. Revenue
recognized related to performance obligations that were satisfied or partially satisfied in previous periods was not material for the
fiscal year ended June 30, 2019.

Opening Balance Adjustments

The impacts of adopting the new revenue standard on the Company's unaudited consolidated balance sheet are as follows:

Previous Balance Opening Balance
(in millions of U.S. Dollars) at June 24, 2018 Adjustments at June 25, 2018
Assets:"
Accounts receivable, NEt ........oovevuivveeeeeeeeeeeeeeeeeeeeee e $86.4 $42.7 $129.1
Other CUITENt @SSELS ......covevvereiriirienieeeteietecet e 12.9 0.7 13.6
Current assets related to discontinued operations® 2234 12.9 236.3
Liabilities:"
Other current liabilities™...........ccoooovrmmrriiinrriieereinnns 19.3 (4.4) 14.9
Accrued contract liabilities............cccooeeeverieciinieieeereceee, — 47.1 47.1
Current liabilities related to discontinued operations®........... 80.8 5.8 86.6
Long-term liabilities related to discontinued operations®....... 21.5 (2.5 19.0
Shareholders' Equity:®"
Accumulated deficit ...........oceeveevieiinieiecceeeee e (482.7) 10.3 (472.4)

M Adjustments are shown in debit/(credit) format for assets and (debit)/credit format for liabilities and shareholders' equity to match consolidated balance sheet
presentation.

@ Adjusted amounts related to current assets were previously adjusted in accounts receivable, net, amounts related to current liabilities were previously
adjusted in accrued contract liabilities and short-term deferred revenue, and amounts related to long-term liabilities were previously adjusted in long-term
deferred revenue. Amounts have been classified as discontinued operations due to the sale of the Lighting Products business unit subsequent to the adoption of
ASC 606.

® As a result of ASC 606 adoption, deferred revenue was reclassified from other current liabilities to accrued contract liabilities in the consolidated balance
sheets.

Note 5 — Joint Venture

Effective July 17, 2017, the Company entered into a Shareholders Agreement with San’an Optoelectronics Co., Ltd. (San’an) and
Cree Venture LED Company Limited (Cree Venture LED) pursuant to which the Company and San’an funded their contributions
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to Cree Venture LED and agreed upon the management and operation of Cree Venture LED. The Company contributed $5.1 million
of cash for a 51% ownership interest and San’an contributed $4.9 million of cash for a 49% ownership interest. Cree Venture LED
has a five-member board of directors, three of which were designated by the Company and two of which were designated by
San’an. As a result of the Company's majority voting interest, the Company consolidates the operations of Cree Venture LED and
reports its revenue and gross profit within the Company's LED Products segment. The Company classifies the 49% ownership
interest held by San'an as noncontrolling interest on the consolidated balance sheet. The noncontrolling interest increased by $0.0
million and $0.1 million for its share of net income from Cree Venture LED, for the fiscal years ending June 30, 2019 and June 24,
2018, respectively.

In connection with forming Cree Venture LED and entering into the Shareholders Agreement, Cree Venture LED and San’an also
entered into a manufacturing agreement pursuant to which San'an supplies Cree Venture LED with mid-power LED products, and
the Company and Cree Venture LED entered into a sales agency agreement pursuant to which the Company is the independent
sales representative of Cree Venture LED in the exclusive markets, among certain other ancillary agreements related to the
transaction. Cree Venture LED produces and delivers to market high performing, mid-power lighting class LEDs in an exclusive
arrangement serving the expanding markets of North and South America, Europe and Japan, and serves China and the rest of the
world on a non-exclusive basis. Cree Venture LED recorded its first sales to customers during the first quarter of fiscal 2018.

Note 6 — Acquisition

Infineon Radio Frequency Power Business

On March 6, 2018, the Company acquired certain assets of the Infineon Radio Frequency Power Business (RF Power), pursuant
to an asset purchase agreement with Infineon in exchange for a base purchase price of $429.2 million, subject to certain adjustments.
As part of the agreement, the Company paid $427.0 million of cash on the purchase date and agreed to purchase certain additional
non-U.S. property and equipment related to the RF Power business from Infineon for approximately $2.2 million, which was
completed during the fourth quarter of fiscal 2018. The acquisition allows the Company to expand its product portfolio into the
wireless market.

The acquisition of the RF Power business from Infineon was accounted for as a business combination. The assets, liabilities and
operating results of the RF Power business have been included in the Company's consolidated financial statements from the date
of acquisition. Additionally, the RF Power business's results from operations are reported as part of the Company's Wolfspeed
segment.

The final purchase price allocation is as follows:

(in millions of U.S. Dollars)

INIVEIIEOTIES . ......veeveeeee ettt ettt ettt teeteeteete et et e eae s et eas e e eaeeseeseeseeseeseeseeteeseeseesesesensensensenseneeseeseereereereereereres $22.5
Property and ©QUIPIMENL ...........cccviiiiiieietieieie ettt ettt et et ete st ebeette b e esaesbeess e seessesseessesseessesssensessaessesssesenssansanes 11.7
OhEr TECEIVADIES .....vicviiviciiiticiecteeee ettt ettt ettt et e bt et e eteeeteeaeeeaeessesbeeasesteesseetsessesteenseessenseessenreens 0.4
INEANEZIDIE @SSELS ... .iuvieiiitieiieetieieettete et et et este et et e et esbeesbesbeesbeeteesseeseesseeseessesseesseassesseessesseessaseesseaseenseeseenseeseenseenes 149.0
GOOAWIIL ...ttt ettt bt b s st ss et e s et e b e s b e s e e b eseebes e ebessesessesessesesbeseeseseebeseebeneesessens 249.0
Accrued exXpenses and HADIIIEIES ..........ccuecvieiiriieieriieiese ettt ettt et e et e be et e sseessesaeessesseessessnessesssesenssansenes 34
INEt ASSEES ACYUITEU...........ovieieeieieeeeeeeeeee ettt ettt ettt aeeaeeteeteeteeteete et e se s e s ensenseseeneeseeseereereeseereerenes $429.2

The weighted average life of the acquired intangible assets is approximately 13.8 years. The components of the acquired intangible
assets are as follows:

(in millions of U.S. Dollars, except year data) Asset Amount Estimated Life (in years)
LEaSE AZTEEIMENL ......cueveviiceireeieteee ettt ettt ettt et ete s teesesseseseeseseeseasevenens $1.0 10
Customer relatioNSRIPS .......c.eeviiuiiieiiecee ettt 92.0 15
Developed teChnOlOZY ........ccuveveiiieiieiieiiceeie ettt se e 44.0 14
NON-COMPELE AZTEEMENLS .......eeveeeeiieerieeireetieireeteesreeseesaeesteesseesseeseseeseesenes 12.0 4
Total identifiable intangible assets..............ccccoeeiiiiiiiiiiiiiiieee e $149.0
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Goodwill acquired largely consists of the manufacturing and other synergies of the combined companies, and the value of the
assembled workforce. For tax purposes, in accordance with Section 197 of the Internal Revenue Code of 1986, as amended (the
IRC), $245.0 million of the acquired goodwill will be amortized over 15 years.

The results of the RF Power business reflected in the Company's consolidated statements of operations for the fiscal year ended
June 24, 2018 from the date of acquisition (March 6, 2018) are as follows:

(in millions of U.S. Dollars) Amount
REVEIUE ...ttt ettt ettt ettt ettt et et e vttt et eae et e te et ess et eas et eas et ess et sasetsesese s ess et ese et essesensetensetensesssens $29.0
Net 10ss from CONtINUING OPETALIONS ........ocvieiiirieiiirieieeteeeteeteeeteeeeeteeeeeteesteeteeaesteeseereesseesseeseessereessenseenns (11.7)

The Company incurred total transaction costs related to the acquisition of approximately $3.8 million. These costs were primarily
included in operating expenses in the consolidated statements of operations in fiscal 2018.

Supplemental Pro Forma Financial Information

The following supplemental pro forma information presents the consolidated financial results as if the RF Power transaction had
occurred at the beginning of fiscal 2017:

Fiscal Years Ended

(in millions of U.S. Dollars, except share data) June 24,2018 June 25,2017
REVEIUE ...ttt ettt ettt ettt e s s et se b ese b e s e beseeseneeseneeseneens $990.3 $879.1
Net loss from continuing OPETALIONS. .........ecueeruerreerieeientieierteeeeseeeeesreeeeseessesneeseeeneenseens (20.8) 97.3)
Basic loss per share from continuing Operations..........c..eceeeveerreerveereeneeeseeneeesreesnesnns ($0.21) ($0.99)
Diluted loss per share from continuing OpPerations............cecceeevererreeseeriesieeseeseeneeeeeneeenes ($0.21) ($0.99)

Note 7 — Financial Statement Details

Accounts Receivable, net

Accounts receivable, net consisted of the following:

(in millions of U.S. Dollars) June 30,2019 June 24, 2018
Billed trade 1€CIVADIES. ....cc.uiiciiiiiieiiecit ettt te et e e e st e et e e s sbeeabeestaeenbeennee s $125.8 $128.9
Unbilled contract rECEIVADIES ........ccueiieriieiiiieieeieete ettt ettt e s eneeeneenseens 0.7 1.0
ROYAILICS .vevveiieiieiteeie ettt ettt ettt et e ste et e s te et e s ae e s s e esaesseessesseessesseessesseensesseessesseensesseas 2.8 —
129.3 129.9
Allowance for sales returns, discounts and other INCENtIVES .........cceeeveereeecreenieenieeeee e — 42.7)
Allowance for DA debES .........coviieriiiiiiieiicieet ettt se b e eseeaeees (0.4) (0.8)
ACCOUNTS TECEIVADIE, MET.......vveviiiiiiiiiiie ettt ettt e e e e e e e e e s setaae e e e s esnaaeeeeesennnees $128.9 $86.4

Changes in the Company’s allowance for sales returns, discounts and other incentives were as follows:

Fiscal Years Ended

(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25,2017
Balance at beginning of Period ...........ccceivveirieiinreiireieeeceeeeeee e $42.7 $36.7 $36.2
Current Period ClAIMS ........c.covieieriieieriieie ettt — (145.0) (153.6)
Provision for sales returns, discounts and other incentives ...........ccccoeeuveeen.. — 151.0 154.1
Reclassification to contract liabilities ..........ccceevverierierierienieeieneeiese e (42.7) — —
Balance at end of Period..........cccovvieieriieiiiieieiececeee e $— $42.7 $36.7
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Changes in the Company’s allowance for bad debts were as follows:

(in millions of U.S. Dollars)

Balance at beginning of period ............ccoevevenenenieiiiiiinnneeeen
Current period provision Change............cceeeeveereeeeriesceenieneeseecveseessenneens
Write-0ffS, NEt Of TECOVETIES. ...uvvviiiiiiieiiiee e
Balance at end of Period..........cceecvvrieiiirieriieiee et

Inventories

Inventories consisted of the following:

(in millions of U.S. Dollars)

Raw material.........ccoecoiiiiiiiiiicic e
WOTK-IN-PIOGIESS ...vvevveeieniieeieiieeieteetesieeaeseeesaeseeesesssesessseseessenseessenseenes
Finished Z00dS ......ccovviiuiiiicieiieiecieeeeeee ettt
TNVENTOTIES Lovviiiiieiieciie ettt ettt et e e teeetbeebeesebeeaeesabeebaeenaeenes

Property and Equipment, net

Property and equipment, net consisted of the following:

(in millions of U.S. Dollars)

Furniture and fiXtUres .........ccooieierieineee e
Land and DUildings .......ccecevieriieienieiereee e
Machinery and eqUIPMENt ..........c.ecververeeruereerieneesreseesreesesreesesseesesseens
VERICIES. ...ttt ettt
Computer hardware/SOftWare..........c.coevererienienienienieieeeeeeceeseeese e
Leasehold improvements and other.............cceeveveeriiiieniinieneeieeeeeeene
CONSIIUCTION 11 PLOZIESS -..venveenviereentieneerteeeeseeeneesteenteeseenteeseenteeneesseeneesseenes
Property and eqUipmMent, SrOSS .........ccevveruereeriereesierieneeeneseeeeesseeeeneeenes
Accumulated depreciation ...........c.ecveveeieriieienieeesieeeeseeeeseereseeseseeens
Property and equipment, Net.........ccoeviereeriiiereiieere e

Fiscal Years Ended
June 30,2019 June 24,2018 June 25, 2017
$0.8 $1.6 $1.5
0.3) 0.4 0.1
(0.1) (1.2) —
$0.4 $0.8 $1.6

June 30,2019 June 24, 2018

................................. $42.4 $35.1
................................. 101.1 86.2
................................. 43.9 30.3
................................. $187.4 $151.6

June 30,2019 June 24, 2018

................................. $9.7 $11.9
................................. 416.5 389.5
................................. 1,110.3 1,140.6
................................. 0.9 0.9
................................. 48.6 425
................................. 42 5.5
................................. 231.7 207.2
................................. 1,821.9 1,798.1
................................. (1,196.7) (1,209.0)
................................. $625.2 $589.1

Depreciation of property and equipment totaled $97.0 million, $94.8 million and $89.7 million for the years ended June 30,

2019, June 24, 2018 and June 25, 2017, respectively.

During the years ended June 30, 2019, June 24, 2018 and June 25, 2017, the Company recognized approximately $1.5 million,
$6.3 million and $0.9 million, respectively, as losses on disposals or impairments of property and equipment. These charges are
reflected in loss on disposal or impairment of other assets in the consolidated statements of operations.

Accrued property and equipment as of June 30,2019, June 24,2018 and June 25,2017 was $21.3 million, $15.0 million and $10.2

million, respectively.
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Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses consisted of the following:

(in millions of U.S. Dollars) June 30,2019 June 24,2018
AccoUNtS PAYADIE, trAAE ........ccvivevieiiieieeieeietcecee ettt $90.7 $68.4
Accrued Salaries and WAZES .......c.eecveriieiieniieieeieteeeesteete sttt st sae st et e st et e e seentenreennenns 70.9 419
ACCTUCH CXPEIISES. ..c.vrevvieeientieeietiettesteetesseestesteessesteessesseessesssesseessesseessesseessesseessesseessesssesesssessens 34.0 32.8
(1515 PR SRS 53 5.4
Accounts payable and accrued EXPENSES .......cccvervirieriiriierieeiesieeieseetesreereereeseeeesseeneesseennesns $200.9 $148.5

Accumulated Other Comprehensive Income, net of taxes

Accumulated other comprehensive income, net of taxes consisted of the following:

(in millions of U.S. Dollars) June 30,2019 June 24, 2018
Currency translation GAIN..........coeverierterierieteietetet ettt ettt ettt ettt s b st re e $9.5 $5.1
Net unrealized loss on available-for-sale SECUIIES. ......c.ecveriieeerierieriieiee et — 4.5)
Accumulated other comprehensive income, Net Of tAXES ....c.eevveereerieeiierieeiierie e $9.5 $0.6
Other Operating Expense (Income)
The following table summarizes the components of other operating expense (income):
Fiscal Years Ended
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25, 2017
Factory optimization reStruCtUring............cceevvevveevieereeireereeereeeeereeeeereereeveennas $4.1 $— $—
Severance and other reStruCturing...........ccveevevieciieieriieieie e se e saeeenens 4.2 3.8 —
Total reStrUCTUIING COSES ...vioviiiiiriiirietiiete e ettt eereetr v e e v 8.3 3.8

Project and transaction COSES...........cevieruirierieieeriiiieieeeere e e sreeee e ennas 16.9 8.5 —
EXECULIVE SEVETANCE ......eevveeeeeieeieiieiteeietieeeeieeteetestesteste e ssessessesseseensesseneeseeseenas 1.3 4.5 2.2
Factory optimization Start UP COSES .......ccevveeruereerieiieieeeeieeeesreeeesreeaeseeennas 1.5 — —
Gain from termination of Wolfspeed transaction, net............c.ccceeeveeveeveeneennn. 2.8)
Other operating eXpense (INCOME) ........c.ceevereeveeirereerereeteeeeeeereeeeeereeeeree s $28.0 $16.8 ($0.6)

InFebruary 2017, the Company announced that an Asset Purchase Agreement (the APA) from July 2016 with Infineon Technologies
AG (Infineon), in which Infineon agreed to purchase the assets comprising the Company's power and RF product lines and certain
other assets and liabilities, would be terminated due to the inability to address the national safety concerns of, and obtain approval
from, the Committee on Foreign Investment in the United States, one of the closing conditions under the APA. The Company
received a termination fee of $12.5 million in cash from Infineon in March 2017. The Company recognized $9.7 million of expenses
relating to the APA before the termination.

See Note 21, "Restructuring" for more details on the Company's restructuring costs.
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Non-Operating Expense (Income), net

The following table summarizes the components of non-operating expense (income), net:

Fiscal Years Ended
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25,2017
Loss (gain) on sale of investments, Nt ............ccceveeereiereveeiceeieeeeereeeereenes $0.1 $0.1 ($0.1)
Loss (gain) on equity iNVESTMENL ..........cceeoievveireerieireeereeeeeereeeeereeseeereeeeereeenas 16.2 (7.1) (7.5)
Interest expense (INCOME), NEL ........ceevreeveereerierierieeieieeeeteeeesreeeesreesesseennes 12.0 (1.8) 3.7)
Foreign currency 108s (Zain), NEt...........ccuevieviiirieiiiieieieeeeteeeeere e 1.3 (1.8) (2.3)
OtRET, NEL.. ittt et ettt et e e te e taeeveesaaeearee e (0.3) 0.2 0.6
Non-operating expense (INCOME), NEL ...........ceeveveereeeereereereereeeeeeeeeeeeeeeeaenes $29.3 ($10.4) ($13.0)

Reclassifications Out of Accumulated Other Comprehensive (Loss) Income

The Company reclassified a net loss of $0.1 million and $0.1 million, and a net gain of $0.1 million, on available for sale securities
out of accumulated other comprehensive (loss) income for the fiscal years ended June 30, 2019, June 24, 2018, and June 25, 2017,
respectively. There was no tax impact for the fiscal years ended June 30, 2019, June 24, 2018, June 25, 2017, respectively, due to
afull valuation allowance on U.S. operations. Amounts were reclassified to non-operating expense (income), net on the consolidated
statements of operations.

Additionally, the Company reclassified $5.2 million of currency translation loss out of accumulated other comprehensive (loss)
income for the fiscal year ended June 30, 2019 as a result of the sale of the Lighting Products business unit. Amounts were
reclassified to net loss from discontinued operations on the consolidated statement of operations.

Note 8 — Investments

Investments consist of municipal bonds, corporate bonds, U.S. agency securities, U.S. treasury securities, commercial paper,
certificates of deposit, and variable rate demand notes. All short-term investments are classified as available-for-sale. Other long-
term investments consist of the Company's ownership interest in Lextar.

Short-term investments as of June 30, 2019 consist of the following:

June 30, 2019
Gross Gross

Amortized Unrealized Unrealized Estimated
(in millions of U.S. Dollars) Cost Gains Losses Fair Value
Municipal bonds ...........cocoeeveeieeeeeeeeeeeeeeeee e $78.2 $0.4 ($0.1) $78.5
Corporate bonds..........c.ceveeieriieienieieneeeeee e 256.0 1.0 — 257.0
U.S. agency SECUITLIES. ......eeeeruerieriieieriieieeiieee e 25.6 — — 25.6
U.S. treasury SECUIItICS .........ccveeverreererreeresreereereeveeseeseeens 92.4 0.1 — 92.5
U.S. certificates of deposit.........cceoerveerieienieiinieeeceee 22.4 — — 22.4
Non-U.S. certificates of deposit ..........cceeververieecierieeiennenns 49.1 1.1 — 50.2
Commercial PAPET .......eevveruieriieieiieiese et 7.8 — — 7.8
Variable rate demand note ...........occeeeveveevierieniieieeeeee 16.9 — — 16.9
Total short-term iNvVestments ............c.ccceveveeeeeeeeeeerceerennen $548.4 $2.6 ($0.1) $550.9
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The following table presents the gross unrealized losses and estimated fair value of the Company’s short-term investments,
aggregated by investment type and the length of time that individual securities have been in a continuous unrealized loss position:

June 30, 2019
Less than 12 Months Greater than 12 Months Total
Unrealized Unrealized Unrealized

(in millions of U.S. Dollars) Fair Value Loss Fair Value Loss Fair Value Loss
Municipal bonds...........cceeeevririeerernnns $4.3 $— $29.8 (30.1) $34.1 (%0.1)
Corporate bonds ........cccceeveveeniencenennne 41.8 — 14.7 — 56.5 —
U.S. agency Securities ..........ccervervennnns 7.7 — — — 7.7 —
U.S. treasury Securities...........c.ccecueunenn. 2.0 — 3.9 — 59 —
Total et $55.8 $— $48.4 (50.1) $104.2 ($0.1)
Number of securities with an

unrealized 10SS ......cccceeverenenenenenenne. 46 47 93
Short-term investments as of June 24, 2018 consist of the following:

June 24,2018
Gross Gross
Amortized Unrealized Unrealized Estimated

(in millions of U.S. Dollars) Cost Gains Losses Fair Value
Municipal bonds ..........ccccveieveiiieiieeeeeeeeeeee e $110.2 — ($0.9) $109.3
Corporate bonds..........ceeceeieriieierieiene e 77.9 (1.1) 76.8
U.S. ageNnCy SECUIILIES....cverurerrieriereeieitiereeriereeseeseeeenseenns 3.9 — — 3.9
U.S. certificates of deposit.........cceeeeveerieienieiieieeecee 0.5 0.5
Non-U.S. certificates of deposit .........coceceveeereerccnecnienens 71.7 — — 71.7
Total short-term iNVesStMents .........c.cccveeeeeeereencieecreesieereenns $270.2 ($2.0) $268.2

The following table presents the gross unrealized losses and estimated fair value of the Company’s short-term investments,
aggregated by investment type and the length of time that individual securities have been in a continuous unrealized loss position:

June 24, 2018
Less than 12 Months Greater than 12 Months Total

Unrealized Unrealized Unrealized
(in millions of U.S. Dollars) Fair Value Loss Fair Value Loss Fair Value Loss
Municipal bonds...........cccoeevevereeirnnnn. $97.5 (30.9) $3.6 $— $101.1 (30.9)
Corporate bonds ........cccceevevieniencenennne. 61.5 (1.1) 1.5 — 63.0 (1.1)
U.S. agency Securities ..........ccocvrvennenne 3.9 — — — 3.9 —
Total..ccuvicceeeeeeeeeeee e $162.9 ($2.0) $5.1 $— $168.0 ($2.0)
Number of securities with an
unrealized 10SS .....cceeevveeieecrieiieeieenn 151 6 157

The Company utilizes specific identification in computing realized gains and losses on the sale of investments. Realized losses
on the sale of investments for the fiscal year ended June 30,2019 of $0.1 million were included in non-operating expense (income),
net in the consolidated statements of operations and unrealized gains and losses are included as a separate component of equity,
net of tax, unless the loss is determined to be other-than-temporary.

The Company evaluates its investments for possible impairment or a decline in fair value below cost basis that is deemed to be
other-than-temporary on a periodic basis. It considers such factors as the length of time and extent to which the fair value has been
below the cost basis, the financial condition of the investee, and its ability and intent to hold the investment for a period of time
that may be sufficient for an anticipated full recovery in market value. Accordingly, the Company considered declines in its
investments to be temporary in nature, and did not consider its investments to be impaired as of June 30, 2019 and June 24, 2018.
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The contractual maturities of short-term investments at June 30, 2019 were as follows:

After One, After Five,
Within One Within Five Within Ten After Ten

(in millions of U.S. Dollars) Year Years Years Years Total

Municipal bonds............cccceeerrrrirnnnnn. $22.0 $56.5 $— $— $78.5
Corporate bonds........cccceeverevecieniereeneenne. 149.6 107.4 — — 257.0
U.S. agency Securities..........ceeevervveveeneenn. 17.1 8.5 — — 25.6
U.S. treasury SeCurities .........c..cceceerueeueene 92.5 — — — 92.5
U.S. certificates of deposit..........ccueee.e. 22.4 — — — 22.4
Non-U.S. certificates of deposit............... 50.2 — — — 50.2
Commercial paper.........ccceeveeeeereeneeneenne. 7.8 — — — 7.8

Variable rate demand note....... — 5.0 — 11.9 16.9
$361.6 $177.4 $— $11.9 $550.9

Total short-term investments

Note 9 — Fair Value of Financial Instruments

Under U.S. GAAP, fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the
exit price) in an orderly transaction between market participants at the measurement date. In determining fair value, the Company
uses various valuation approaches, including quoted market prices and discounted cash flows. U.S. GAAP also establishes a
hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable
inputs by requiring that the most observable inputs be used when available. Observable inputs are obtained from independent
sources and can be validated by a third party, whereas unobservable inputs reflect assumptions regarding what a third party would
use in pricing an asset or liability. The fair value hierarchy is categorized into three levels based on the reliability of inputs as
follows:

. Level 1 - Valuations based on quoted prices in active markets for identical instruments that the Company is able to
access. Since valuations are based on quoted prices that are readily and regularly available in an active market,
valuation of these products does not entail a significant degree of judgment.

. Level 2 - Valuations based on quoted prices in active markets for instruments that are similar, or quoted prices in
markets that are not active for identical or similar instruments, and model-derived valuations in which all significant
inputs and significant value drivers are observable in active markets.

. Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value measurement.

The financial assets for which the Company performs recurring fair value remeasurements are cash equivalents, short-term
investments and long-term investments. As of June 30, 2019, financial assets utilizing Level 1 inputs included money market
funds, U.S. treasury securities and U.S. agency securities, and financial assets utilizing Level 2 inputs included municipal bonds,
corporate bonds, certificates of deposit, commercial paper, variable rate demand notes and common stock of non-U.S. corporations.
Level 2 assets are valued based on quoted prices in active markets for instruments that are similar or using a third-party pricing
service’s consensus price, which is a weighted average price based on multiple sources. These sources determine prices utilizing
market income models which factor in, where applicable, transactions of similar assets in active markets, transactions of identical
assets in infrequent markets, interest rates, bond or credit default swap spreads and volatility. The Company did not have any
financial assets requiring the use of Level 3 inputs as of June 30, 2019. There were no transfers between Level 1 and Level 2
during the year ended June 30, 2019.
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Financial instruments carried at fair value were as follows:

June 30, 2019 June 24, 2018
Levell Level2 Level3 Total Levell Level2 Level3 Total

Assets:

Cash equivalents:

Money market funds..............c.coc...... $ 950 $ — — $ 950 $ 429 § — — $ 429
Corporate bonds..........cccceeveirrerennns — 15.0 — 15.0 — — — —
U.S. agency securities........c.cceeruennee — 18.8 — 18.8 — — — —
U.S. treasury securities ...................... 2.5 — — 2.5 — — — —
Non-U.S. certificates of deposit......... — 105.8 — 105.8 — 34.6 — 34.6
Commercial paper...........c.ecveeveeevenenns — 1.0 — 1.0 — 0.3 — 0.3
Total cash equivalents...................... 97.5 140.6 — 238.1 429 34.9 — 77.8
Short-term investments:

Municipal bonds........ccccocevenerinennenn — 78.5 — 78.5 — 109.3 — 109.3
Corporate bonds.........cccceveverreerennns — 257.0 — 257.0 — 76.8 — 76.8
U.S. agency securities.........ccooceenennen. — 25.6 — 25.6 3.9 — — 3.9
U.S. treasury securities ...........cceeeueene. 92.5 — — 92.5 — — — —
U.S. certificates of deposit................. — 22.4 — 22.4 — 0.5 — 0.5
Non-U.S. certificates of deposit......... — 50.2 — 50.2 — 77.7 — 77.7
Commercial paper..........cceeeevvevenene — 7.8 — 7.8 — — — —
Variable rate demand note.................. — 16.9 — 16.9 — — — —
Total short-term investments.......... 92.5 458.4 — 550.9 3.9 264.3 — 268.2

Other long-term investments:

Common stock of non-U.S.
COTPOTAtIONS. ....cvreveereeerereerreereeereneans — 39.5 — 39.5 — 57.5 — 57.5

Total aSSets..........cccccevveeveveeeeenenn. $190.0 $638.5 $—  $828.5 $46.8 $356.7 $—  $403.5

Note 10 — Goodwill and Intangible Assets

Goodwill

The Company’s reporting units for goodwill impairment testing are:
*  Wolfspeed
*  LED Products

As of the first day of the fourth quarter of fiscal 2019, the Company performed a qualitative impairment test for the Wolfspeed
segment and concluded that it is more likely than not that the fair value of Wolfspeed exceeds its carrying amount and a quantitative
impairment test was not required. The Company performed a quantitative impairment test for the LED Products segment and
concluded that there was no impairment.

The Company derived each reporting unit's fair value through a combination of the market approach (guideline transaction method
and guideline public company method) and the income approach (a discounted cash flow analysis). The Company utilized a
discount rate from the capital asset pricing model for the discounted cash flow analysis. Once the reporting unit fair values were
calculated, the Company reconciled the reporting units' relative fair values to the Company's market capitalization as of the testing
date.
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Goodwill by reporting unit as of June 30, 2019 and June 24, 2018 was as follows:

(in millions of U.S. Dollars) June 30, 2019 June 24,2018
WOIESPEEA ...ttt ettt $349.7 $349.7
LED PrOQUCES......cuvivieietieeetiteteeeeteeteee ettt et eas et eae s eae e eae s 180.3 $180.3
Consolidated tOtal .......c.ocvevivveuiieeiieeieieeeieeeteeee bbb $530.0 $530.0
Intangible Assets

Intangible assets, net included the following:

June 30,2019 June 24,2018

Accumulated Accumulated
(in millions of U.S. Dollars) Gross Amortization Net Gross Amortization Net
Intangible assets:
Customer relationships................... $147.8 ($63.8) $84.0 $147.8 ($56.6) $91.2
Developed technology.................... 75.9 (24.5) 51.4 75.9 (19.0) 56.9
Non-compete agreements............... 12.2 4.1 8.1 12.2 (1.1) 11.1
Trade names .........ccceceeeverevevennnnnen. 0.5 (0.5) — 0.5 (0.5) —
Patent and licensing rights.............. 120.4 (66.0) 54.4 119.2 (62.6) 56.6
Total intangible assets .................... $356.8 ($158.9) $197.9 $355.6 ($139.8) $215.8

Total amortization of intangible assets was $25.4 million, $16.8 million and $13.6 million for the years ended June 30,
2019, June 24, 2018 and June 25, 2017, respectively.

The Company invested $8.0 million, $5.6 million and $7.7 million for the years ended June 30, 2019, June 24, 2018 and June 25,
2017, respectively, for patent and licensing rights. For the fiscal years ended June 30, 2019, June 24,2018 and June 25, 2017, the
Company recognized $1.0 million, $0.6 million and $0.8 million, respectively, in impairment charges related to its patent portfolio.

Total future amortization expense of intangible assets is estimated to be as follows:

(in millions of

Fiscal Year Ending U.S. Dollars)
JUNE 28, 2020 ...ttt h bbbttt h e bttt a st ea e eh e eh e bt bt bbbt et et e e en b e st et ene bt eneene $20.7
JUNE 27, 2021 .ottt ettt ettt ettt e st ea e bt et e ekt te et e eA et et et eatea s eaeen e Rt eReeR e ekt bees e ek et e s et ensenteneeneeneenens 20.4
JUNE 26, 2022 ..ottt ettt b et bt h et h e e bt et R et e a e h et et e ek et bt b et b et b et ne et st et neetene 19.0
JUNE 25, 2023 ...ttt h bttt b bttt a e a e aeeh ekt e bt bt bbbt e et et et e st et eneeneeneene 16.1
JUNE 30, 2024 ...ttt a bttt et te et e eA et et et ea s At eaeenteR e eRe Rt ekt beeh et e te s et et enteneeneeneenens 15.2
TRETEATTT ...ttt b et sttt et a e bt eb e e bt bt s bt e bt be s bt ettt et et et eae bt bt 106.5
Total future AMOTtIZAtION EXPEIISEC ... .ccvieierriererteeierteeteeteesseeteeseeseesseessesseessesseessesseessesssessesssessesssessesssessesssesseessesseenses $197.9

Note 11 — Long-term Debt

Revolving Line of Credit

As of June 30, 2019, the Company had a $500.0 million secured revolving line of credit under which the Company can borrow,
repay and reborrow funds from time to time prior to its scheduled maturity date of January 9, 2022.

The Company classifies balances outstanding under its line of credit as long-term debt in the consolidated balance sheets. As of
June 30, 2019, the Company had $0.0 million outstanding under the Credit Agreement, $500.0 million in available commitments
under the Credit Agreement and $324.2 million available for borrowing. For the year ended June 30, 2019, the average interest
rate under the Credit Agreement was 2.26%. The average commitment fee percentage for the Credit Agreement was 0.19% for
the year ended June 30, 2019.

68



For the year ended June 24, 2018, the average interest rate under the Credit Agreement was 2.47%. The average commitment fee
percentage for the Credit Agreement was 0.11% for the year ended June 24, 2018.

The Company was in compliance with all covenants in the Credit Agreement at June 30, 2019.
Convertible Notes

On August 24, 2018, the Company sold $500.0 million aggregate principal amount of 0.875% convertible senior notes due
September 1, 2023 to qualified institutional buyers pursuant to Rule 144A under the Securities Act of 1933, as amended, and an
additional $75 million aggregate principal amount of such notes pursuant to the exercise in full of the over-allotment options of
the underwriters (the Notes). The total net proceeds from the debt offerings was approximately $562.1 million.

The conversion rate will initially be 16.6745 shares of common stock per one thousand dollars in principal amount of Notes
(equivalent to an initial conversion price of approximately $59.97 per share of common stock). The conversion rate will be subject
to adjustment for some events, but will not be adjusted for any accrued and unpaid interest. In addition, following certain corporate
events that occur prior to the maturity date, or following the Company's issuance of a notice of redemption, the Company will
increase the conversion rate for a holder who elects to convert its Notes in connection with such a corporate event, or who elects
to convert any Notes called for redemption during the related redemption period in certain circumstances. The Company may not
redeem the Notes prior to September 1, 2021. The Company may redeem for cash all or any portion of the Notes, at its option, on
a redemption date occurring on or after September 1, 2021 and on or before the 40th scheduled trading day immediately before
the maturity date, if the last reported sales price of its common stock has been at least 130% of the conversion price then in effect
for at least 20 trading days (whether or not consecutive), including the trading day immediately preceding the date on which the
Company provides a notice of redemption, during any 30 consecutive trading day period ending on, and including, the trading
day immediately preceding the date on which the Company provides notice of redemption. The redemption price will be 100%
of the principal amount of the Notes to be redeemed, plus accrued and unpaid interest to, but excluding, the redemption date. If
the Company undergoes certain fundamental changes related to the Company's common stock, holders may require the Company
to repurchase for cash all or any portions of their Notes at a fundamental repurchase price equal to 100% of the principal amount
of the Notes to be repurchased, plus accrued and unpaid interest to, but excluding, the fundamental change repurchase date.

Holders may convert their Notes at their option at any time prior to the close of business on the business day immediately preceding
March 1, 2023 only under the following circumstances: (1) during any calendar quarter commencing after the calendar quarter
ending December 31, 2018 (and only during such calendar quarter), if the last reported sale price of the common stock for at least
20 trading days (whether or not consecutive) during a period of 30 consecutive trading days ending on, and including, the last
trading day ofthe immediately preceding calendar quarter is greater than or equal to 130% of the conversion price on each applicable
trading day; (2) during the five business day period after any ten consecutive trading day period in which the trading price per
$1.0 thousand principal amount of Notes for each trading day of the measurement period was less than 98% of the product of the
last reported sale price of its common stock and the conversion rate on each such trading day; (3) if the Company calls such Notes
for redemption, at any time prior to the close of business on the second business day immediately preceding the redemption date;
or (4) upon the occurrence of specified corporate events. On or after March 1, 2023 until the close of business on the second
scheduled trading day immediately preceding the maturity date, holders may convert their Notes at any time, regardless of the
foregoing circumstances. Upon conversion, the Company will pay or deliver cash, shares of its common stock, or a combination
of cash and shares of its common stock, at the Company's election.

Inaccounting for the issuance of the convertible senior notes, the Company separated the Notes into liability and equity components.
The carrying amount of the liability of the equity component representing the conversion option was $110.6 million and was
determined by deducting the fair value of the liability component from the par value of the Notes. The equity component is not
remeasured as long as it continues to meet the conditions for equity classification. The excess of the principal amount of the liability
component over its carrying amount (the debt discount), along with related issuance fees are amortized to interest expense over
the term of the Notes at an effective interest rate of 0.49%.

The net carrying amount of the liability component of the Notes is as follows:

(in millions of U.S. Dollars) June 30, 2019
PIINCIPAL c.oe ettt ettt ettt ettt et e et e s e et eae et e st et et et et et et et et eae et eae et ene et ensetenseteserenn e $575.0
Unamortized diScount and 1SSUANCE COSES ........ccvuiirreiiiieirieiieeireeeteeeeteeeeeereesaeesseestseesseesseseseessseeseessseeseees (105.9)
NEL CAITYING AIMOUNT ........oueivieeitiieteeeteeeeteeeeteeteteeteseeteaeetessetessetesetesseteeseseeseseesesseseseesessesessesensesensetessesensesensns $469.1

The net carrying amount of the equity component of the Notes is as follows:
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(in millions of U.S. Dollars) June 30, 2019

Discount related to value of CONVEISION OPLIONS ..........cecveruierieiieriieiieieeiestietesreeeesseessesseessessaessesssessesssensenns $113.3
DIEDE ISSUANCE COSES....eiuviiuiiirietiietietieteete et eeteete ettt et esteetteebeesseeteesseeseeaseeseeseesseseessesteesseseessesseessesssensesssenreens 2.7
NEt CAITYING AIMOUNL........ocviietiietiieeiiteeeeteeeet ettt ettt eseete et ete et etessetessesessessesessesessesessesessesesessssetsssessssessssessesesnas $110.6

The interest expense recognized related to the Notes is as follows:

(in millions of U.S. Dollars) June 30, 2019

TNEETEST EXPENISE ...vevvveeeereeeeteeeteteteeseseeseseeseseesessesesseseesesseses e et eneeseneesessesensesensesesseseseneesenseseneeseneesensesenserensens $4.3
Amortization of disScount and ISSUANCE COSES .........ccuerrieruiirierieiierrieiesteeeesteeetesreeteereessesreesessaessesssessesssessenns 18.3
TOtAl INEETESE EXPEIISE ..cuvvieeriiiiieiieetieeteeette ettt e ettt eeteeebeeteesebeeseessseessaassssasbeassseesseessseasseessseansaessseensennssennss $22.6

There was no liability or equity carrying amounts relating to the Notes as of June 24, 2018 and no interest expense relating to
the Notes was recognized for the fiscal years ended June 24, 2018 and June 25, 2017.

The estimated fair value of the convertible notes is $664.4 million, as determined by a Level 2 valuation as of June 30, 2019.

Note 12 — Shareholders’ Equity

On June 14,2017, the Board of Directors approved the Company's fiscal 2018 stock repurchase program, authorizing the Company
to repurchase shares of its common stock having an aggregate purchase price not exceeding $200.0 million for all purchases from
June 26,2017 through the expiration of the program on June 24,2018. There were no shares repurchased under the stock repurchase
program in fiscal 2018, and the Board of Directors did not approve a stock repurchase program for fiscal 2019.

On August 24, 2016, the Board of Directors approved the Company's fiscal 2017 stock repurchase program, authorizing the
Company to repurchase shares of its common stock having an aggregate purchase price not exceeding $300.0 million for all
purchases from August 24, 2016 through the expiration of the program on June 25, 2017.

The repurchase program could be implemented through open market or privately negotiated transactions at the discretion of the
Company’s management. From the inception of the predecessor stock repurchase program in January 2001 through June 30, 2019,
the Company has repurchased 38.7 million shares of its common stock at an average price of $28.66 per share with an aggregate
value of $1.1 billion.

On May 29, 2002, the Board adopted a shareholder rights plan, pursuant to which stock purchase rights were distributed to
shareholders at a rate of one right with respect to each share of common stock held of record as of June 10, 2002. Subsequently
issued shares of common stock also carried stock purchase rights under the plan. The rights plan was designed to enhance the
Board’s ability to prevent an acquirer from depriving shareholders of the long-term value of their investment and to protect
shareholders against attempts to acquire the Company by means of unfair or abusive takeover tactics. On January 29, 2013, the
shareholder rights plan was amended solely to change the expiration date from September 30, 2018 to April 24, 2017. On April
24,2017, the shareholder rights plan expired pursuant to its terms and is no longer in effect.

At June 30, 2019, the Company had reserved a total of approximately 12.9 million shares of its common stock for future issuance
as follows (in thousands):

Number of
Shares
For exercise of outstanding common STOCK OPLIONS .......cuervieiiriieiiinieiieieie ettt sie e te e esseeseessesseenseens 2,418
For vesting of outstanding StOCK UNILS...........c.ociiiuiiiiiiieiiitieicetecteee ettt ettt et b et te b eteeaseereenseenis 3,081
For future equity awards under 2013 Long-Term Incentive Compensation Plan ............ccccecevvnininnncncnene. 6,014
For future issuance under the Non-Employee Director Stock Compensation and Deferral Program..................... 52
For future issuance to employees under the 2005 Employee Stock Purchase Plan ...........cccccecvnnininnnnne. 1,384
Total COMMON SNATES TESETVEM ......ooivviiiiiiieieeee ettt et e et e sttt e e aaeeeeaaeee s teeeeaateesasasessneeeesneeesnnnees 12,949
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Note 13 — Loss Per Share

The details of the computation of basic and diluted loss per share are as follows:

Fiscal Years Ended

(in millions of U.S. Dollars, except share data) June 30,2019 June 24,2018 June 25,2017
Net loss from continuing OPErations .............ccecveeeeeerresrerrerrerieeeseeeseeneneans $ (579) $ (16.4) $ (88.1)
Net income attributable to noncontrolling interest ............cccoeeveveevreereeveennenn. — 0.1 —
Loss from continuing operations attributable to controlling interest.............. (57.9) (16.5) (88.1)
Net loss from discontinued Operations..............ccceevieeevieeveereereesreesreereereeeeenns (317.2) (263.5) (10.0)
Net loss attributable to controlling interest ............ceevevcverereerienverieeeeeeeenenns (375.1) (280.0) (98.1)
Weighted average number of common shares - basic and diluted (in
TROUSANAS) vttt ettt ne s enas 103,576 99,530 98,487
Loss per share - basic:

Continuing operations attributable to controlling interest...............c..cocu..... $ (0.56) $ 0.17) $ (0.89)

Discontinued OPETAtIONS ............ceeveueereeerieeteeeteeeeteeeeeeeeeseetese e e eeeseas $ (3.06) $ (2.65) $ (0.10)
Loss per share - diluted:

Continuing operations attributable to controlling interest...............ccccveune. $ (0.56) $ 0.17) $ (0.89)

Discontinued OPETAtiONS ............cceeeeueerieriirierietieteeteeteeteeteeseteeeeee e ereereereas $ (3.06) $ (2.65) $ (0.10)

For the fiscal years ended June 30, 2019, June 24, 2018 and June 25, 2017, 1.4 million, 4.1 million and 11.4 million of dilutive
shares were excluded from the calculation of diluted loss per share because their effect would be anti-dilutive.

Note 14 — Stock-Based Compensation

Overview of Employee Stock-Based Compensation Plans

The Company currently has one equity-based compensation plan, the 2013 Long-Term Incentive Compensation Plan (2013 LTIP),
from which stock-based compensation awards can be granted to employees and directors. At June 30, 2019, there were 15.8 million
shares authorized for issuance under the plan and 6.0 million shares remaining for future grants. The 2013 LTIP provides for
awards in the form of incentive stock options, non-qualified stock options, stock appreciation rights, restricted stock, restricted
stock units, performance shares, performance units and other awards. The Company has other equity-based compensation plans
that have been terminated so that no future grants can be made under those plans, but under which stock options, restricted stock
and restricted stock units are currently outstanding.

The Company’s stock-based awards can be either service-based or performance-based. Performance-based conditions are generally
tied to future financial and/or operating performance of the Company and/or external based market metrics. The compensation
expense with respect to performance-based grants is recognized if the Company believes it is probable that the performance
condition will be achieved. The Company reassesses the probability of the achievement of the performance condition at each
reporting period, and adjusts the compensation expense for subsequent changes in the estimate or actual outcome. As with non-
performance based awards, compensation expense is recognized over the vesting period. The vesting period runs from the date
of grantto the expected date that the performance objective is likely to be achieved. For performance awards with market conditions,
the Company estimates the grant date fair using the Monte Carlo valuation model and expenses the awards over the vesting period
regardless of whether the market condition is ultimately satisfied.
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The Company also has an Employee Stock Purchase Plan (ESPP) that provides employees with the opportunity to purchase
common stock at a discount. At June 30, 2019, there were 7.0 million shares authorized for issuance under the ESPP, as amended,
with 1.4 million shares remaining for future issuance. The ESPP limits employee contributions to 15% of each employee’s
compensation (as defined in the plan) and allows employees to purchase shares at a 15% discount to the fair market value of
common stock on the purchase date two times per year. The ESPP provides for a twelve-month participation period, divided into
two equal six-month purchase periods, and also provides for a look-back feature. At the end of each six-month period in April and
October, participants purchase the Company’s common stock through the ESPP at a 15% discount to the fair market value of the
common stock on the first day of the twelve-month participation period or the purchase date, whichever is lower. The plan also
provides for an automatic reset feature to start participants on a new twelve-month participation period if the fair market value of
common stock declines during the first six-month purchase period.

Stock Option Awards

The following table summarizes option activity as of June 30, 2019 and changes during the fiscal year then ended (shares in
thousands):

Weighted Average Total

Number of = Weighted Average Remaining Intrinsic Value

Shares Exercise price Contractual Term @ ”’%’;’;l'l’frsf Us.
Outstanding at June 24, 2018............ccccvn..e. 6,287 $39.58
Granted ........ooeveerenieieeeee e — —
EXercised.....c.cooveveiiieiiiieiecieeeeeeeeee e (3,605) 38.85
Forfeited or expired .........ccocoveeieeieienierennne, (264) 47.44

Outstanding at June 30, 2019............cccuvneee. 2,418 39.81 2.2 $40.1

Vested and expected to vest at June 30, 2019. 2,416 39.82 2.2 $40.0

Exercisable at June 30, 2019 ...........ccoecneeen. 2,129 41.89 1.9 $30.9

The total intrinsic value in the table above represents the total pretax intrinsic value, which is the total difference between the
closing price of the Company’s common stock on June 28, 2019 (the last trading day of fiscal 2019) of $56.18 and the exercise
price for in-the-money options that would have been received by the holders if all instruments had been exercised on June 30,
2019. As of June 30, 2019, there was $0.5 million of unrecognized compensation cost related to non-vested stock options, which
is expected to be recognized over a weighted average period of 0.21 years.

The following table summarizes information about stock options outstanding and exercisable at June 30, 2019 (shares in thousands):

Options Outstanding Options Exercisable
Weighted Average
Remaining Weighted Weighted
Contractual Average Average
Range of Exercise Price Number Life (Years) Exercise Price Number Exercise Price
$0.01 t0 $30.92...cviieieieeee 1,015 3.1 $25.23 726 $25.54
$30.93t0 $43.94 ... 34 1.6 36.45 34 36.45
$43.95t0 $45.13 i 618 2.0 45.13 618 45.13
$45.14 t0 $54.26....cocuoeieieee 21 1.2 48.50 21 48.50
$54.27 10 §75.55 e 730 1.0 55.49 730 55.49
TOtal oo 2,418 2,129
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Other information pertaining to the Company’s stock option awards is as follows:

Fiscal Years Ended
June 30,2019 June 24,2018 June 25, 2017
Weighted average grant date fair value per share of options .........cccccccecenenne. $— $8.02 $8.20
Total intrinsic value of options exercised (in millions of U.S. Dollars) ......... $63.3 $24.3 $0.3

Restricted Stock Awards and Units

A summary of nonvested restricted stock awards (RSAs) and restricted stock unit awards (RSUs) outstanding as of June 30, 2019
and changes during the year then ended is as follows (shares in thousands):

Number of Weighted Average

RSAs/RSUs  Grant-Date Fair Value
Nonvested at JUne 24, 2018 ......oooouiiiiiieie et 3,689 $27.53
GIANTEA. ... e et e e e et e e et e s e e e e et e eeeateesenaeeesaneeaans 1,374 47.51
VESEEA. ettt ettt e e e e e et e e e e s eeeaae e e e ese et teeesee it eeeseneateeeenenaee (1,297) 28.89
FOTTRILEA ...ttt ettt ettt v e et ete e aeens (685) 31.98
Nonvested at June 30, 2019 ......ooviiiei ettt 3,081 $34.99

As of June 30, 2019, there was $66.8 million of unrecognized compensation cost related to nonvested awards, which is expected
to be recognized over a weighted average period of 2.14 years.

Stock-Based Compensation Valuation and Expense

The Company accounts for its employee stock-based compensation plans using the fair value method. The fair value method
requires the Company to estimate the grant-date fair value of its stock-based awards and amortize this fair value to compensation
expense over the requisite service period or vesting term.

The Company uses the Black-Scholes option-pricing model to estimate the fair value of the Company’s stock option and ESPP
awards. The determination of the fair value of stock-based payment awards on the date of grant using an option-pricing model is
affected by the Company’s stock price as well as assumptions regarding a number of complex and subjective variables. These
variables include the expected stock price volatility over the term of the awards, actual and projected employee stock option
exercise behaviors, the risk-free interest rate and expected dividends. Due to the inherent limitations of option-valuation models,
future events that are unpredictable and the estimation process utilized in determining the valuation of the stock-based awards,
the ultimate value realized by award holders may vary significantly from the amounts expensed in the Company’s financial
statements.

For RSAs and RSUs, the grant-date fair value is based upon the market price of the Company’s common stock on the date of the
grant. This fair value is then amortized to compensation expense over the requisite service period or vesting term.

Stock-based compensation expense is recognized net of estimated forfeitures such that expense is recognized only for those stock-
based awards that are expected to vest. A forfeiture rate is estimated at the time of grant and revised, if necessary, in subsequent
periods if actual forfeitures differ from initial estimates.

Total stock-based compensation expense was classified in the consolidated statements of operations as follows:

Fiscal Years Ended
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25, 2017
COSE OF TEVEIIUE, TET .ot e e e e sene e eeaee $8.8 $6.5 $7.8
Research and development..............ccooveeveiiieiiiieiecieieceeeeee e 7.7 6.8 7.5
Sales, general and adminiStrative..........cecveeeeriiecienierieeiee e 33.1 24.6 20.0
Total stock-based compensation EXPENSE..........ccceveueeueueerereereeeereerereereeereeenens $49.6 $37.9 $35.3
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The Black-Scholes and Monte Carlo option pricing models require the input of highly subjective assumptions. The assumptions
listed below represent management's best estimates, but these estimates involve inherent uncertainties and the application of
management judgment. As a result, if other assumptions had been used, recorded share-based compensation expense could have
been materially different from that depicted above.

The range of assumptions used to value stock issued under the ESPP were as follows:

Fiscal Years Ended
June 30,2019 June 24,2018 June 25,2017
RiSK-T€€ INTETESE TALE ......eeveeveetieierieetiie sttt eeneene 2.39-2.67% 0.89 -2.26% 41 -1.02%
Expected life, iN YEATS ......cvecverieieeeieieeeeie ettt ene 0.5-1.0 0.5-1.0 05-1.0
VOLALILILY ..ttt ettt sttt beeene 34.5-39.6% 34.5-40.2% 37.9 -42.4%
Dividend YIeld........cooieiieriieieeiieieetee e — — —
The weighted average assumptions used to value stock option grants were as follows:
Fiscal Years Ended
June 30,2019 June 24,2018 June 25,2017
RiSK-fTee INLETESt TALE ... .cveeveeieiieieieiete ettt ettt eeenees N/A 1.75% 1.06%
Expected life, N YEATS.......ccvivieiieiieieeiieieeteste ettt eaesre e sneens N/A 4.00 3.80
VOLAIIEY ...ttt ettt et neeseeneeneeaeneas N/A 38.6% 42.4%
Dividend Yield........ccovecuiiiieiiiieiicieieeeete ettt N/A — —
The range of assumptions used for issued performance units were as follows:
Fiscal Years Ended
June 30,2019 June 24,2018 June 25,2017
RiSK-free INTEIESt TALE .....c.eeveruiriirieriirtitertesteteeteeete et 2.68% 1.44-1.59% N/A
Expected Life, in YEATS......c..ccvicvieiierieiieieeie ettt 3.0 2.8-3.0 N/A
Average volatility of peer COMpPanies..........ccceovevveeririerinenienenenenenereeene 46.82% 46.37% N/A
Average correlation coefficient of peer companies.............ccccceevververueeenennen. 0.34 0.34 N/A
Dividend yield.......cccoeoiiiiiiinieeec e — — N/A

The following describes each of these assumptions and the Company’s methodology for determining each assumption:

Risk-Free Interest Rate

The Company estimates the risk-free interest rate using the U.S. Treasury bill rate with a remaining term equal to the expected
life of the award.

Expected Life

The expected life represents the period the awards are expected to be outstanding. In determining the appropriate expected life of
its stock options, the Company segregates its grantees into categories based upon employee levels that are expected to be indicative
of similar option-related behavior. The expected useful lives for each of these categories are then estimated giving consideration
to (1) the weighted average vesting periods, (2) the contractual lives of the stock options, (3) the relationship between the exercise
price and the fair market value of the Company’s common stock, (4) expected employee turnover, (5) the expected future volatility
of the Company’s common stock, and (6) past and expected exercise behavior, among other factors.

Expected Volatility

The Company estimates expected volatility for the options and ESPP awards giving consideration to the expected life of the
respective award, the Company’s current expected growth rate, implied volatility in traded options for its common stock, and the
historical volatility of its common stock. For purposes of estimating volatility for use in the Monte Carlo model for the market-
based awards, the Company utilizes historical volatilities of Cree and the members of the defined peer group.
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Expected Dividend Yield

The Company estimates the expected dividend yield by giving consideration to its current dividend policies as well as those
anticipated in the future considering the Company’s current plans and projections.

Correlation Coefficient

The correlation coefficients are calculated based upon the price data used to calculate the historical volatilities and are used to
model the way in which each entity tends to move in relation to its peers.

Note 15 — Income Taxes

In December 2017, the Securities and Exchange Commission issued Staff Accounting Bulletin 118 (SAB 118) to provide guidance
on accounting for the tax effects of the Tax Cuts and Jobs Act of 2017 (the Tax Legislation) enacted on December 22, 2017. SAB
118 allowed for a measurement period, not to extend beyond one year from the Tax Legislation date of enactment, for companies
to complete the accounting under ASC 740 - Income Taxes. The SAB 118 measurement period concluded during the six months
ended December 30, 2018, and consistent with the guidance provided in SAB 118, the Company has completed the accounting
for the income tax effects of the Tax Legislation.

The following were the components of loss before income taxes:

Fiscal Years Ended
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25,2017
DIOIMIESTIC ....vevivieveeveeeeeeeee ettt ettt ettt et e et e s e eseeae et et ese e ensenseneeneeneenes ($69.4) ($50.4) ($42.5)
FOT@IGN ..ttt ettt et et r e et eaaeereennas 24.2 32.8 354
Loss before inCoOme taXes ..................ccoevevieieiiioieieeeeeeeeeeeeeeeeee e ($45.2) ($17.6) ($7.1)
The following were the components of income tax expense (benefit):
Fiscal Years Ended
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25, 2017
Current:
FEACTAL ...ttt $2.4 $36.0 $9.0
0] (<) ¥ o RSP 10.1 4.5 6.0
STALE .ottt ettt ettt et b e beera e re et e ereenneereennas 0.3 1.1 0.5
TOtal CUFTENT .......ooiiiiiiiiiei ettt 12.8 41.6 15.5
Deferred:
Federal ......ooeeieiee et (1.9 (45.8) 59.4
FOT@IGN....uiiviiiiciicececeeeee ettt sttt ta b ereenns 2.0 6.1 0.4
STALE ...ttt ettt ettt ettt e sttt ettt et et et e st e st et e eneenneeneennas 0.2) 3.1 5.7
Total deferred ..............c.ocoeiieiiiiiiiiiecceee s 0.1 (42.8) 65.5
Income tax expense (benefit)..................ccooooeiiiiiiiiiiiieeeeeeeeeeeeee $12.7 ($1.2) $81.0

Actual income tax expense (benefit) differed from the amount computed by applying each period's U.S. federal statutory tax rate
to pre-tax earnings as a result of the following:

75



Fiscal Years Ended

June 30, June 24, June 25,
(in millions of U.S. Dollars) 2019 % of Loss 2018 % of Loss 2017 % of Loss
Federal income tax provision at statutory
TALE oottt ettt ettt ettt eneenes ($9.5) 21 % ($5.0) 28 % ($2.5) 35%
(Decrease) increase in income tax expense
resulting from:
State tax provision, net of federal benefit..... (1.4) 3% 3.4 19 % 0.5 (7%
Tax exempt interest........cceeveeeeeecreereeeneenne (0.4) 1% (1.2) 7 % (1.2) 17 %
48C investment tax credit.............cceeeveeenenn. — — % (1.6) 9 % (3.9) 54 %
Increase (decrease) in tax reserve................. 0.5 (D% 0.1 H% 3.3) 46 %
Research and development credits................ 3.9 9 % (1.7 10 % (1.3) 18 %
Foreign tax credit........oceeveeveeieieieieieiennne, (0.5) 1% (39.4) 224 % (0.2) 3%
Increase in valuation allowance.................... 8.2 (18)% (24.5) 139 % 93.3 (1,314)%
Stock-based compensation................c.cve... — — % 9.0 5% 1.2 (17%
Statutory rate differences.............cccoceveruennn. 1.9 @)% 2.0) 11 % (5.0 70 %
Foreign earnings taxed in U.S. ................... 0.9 2)% 52.1 (296)% 0.6 (8)%
Foreign currency fluctuations....................... 0.7 2)% (1.3) 7 % 0.8 (1D)%
Other foreign adjustments...........c..ccoceeurnenne. (0.1 0 % 0.4) 2% 1.3 (18)%
Net operating loss carryback ........................ — — % 0.1 1% 0.5 (M%
Provision to return adjustments..................... 11.8 (26)% — — % 0.2 3)%
Tax on distributable foreign earnings........... 1.0 2)% 54 (B1H)% — — %
Impact of rate changes...........ccccoeeveevineennn. 2.7 (6)% 11.2 (64)% — — %
Expiration of state credits...........c.cceevvennnn. 1.2 3)% 1.3 M% — — %
Other ...oovveeiiieeeeeeeeee e (0.4) 1 % 0.3 )% 0.1) 1%
Income tax expense (benefit)...................... $12.7 (28)% ($1.2) 7 % $81.0 (1,141)%
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The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities
were as follows:

(in millions of U.S. Dollars) June 30, 2019 June 24,2018
Deferred tax assets:

COMPENSALION ....vevveviveeiveeeeteee ettt ete et te et ete et ete et ete et etsetesseseseesessesesseseesetessesessetsssessesessaseneas $9.6 $3.3
IIIVEIIEOTICS ...ttt ettt ettt ettt et et e e te et e e teebeetseabeeaseteessesbeenseeaeensesreensensean 14.6 16.7
Sales return reserve and allowance for bad debts............cccoeeiieiieiiiiiiiccicce e 3.2 6.6
WATTANLY TESETVE ...ecuevieivieeereetieeieeteesiteeteestteeteesteeebeessbeesseessbeasseessseasseesssanseesssessseesssansennes 0.3 8.2
Federal and state net operating 10ss carryforwards............cccevveeveriievieniecieneeiese e 137.1 10.1
Federal CreditS........oouiiiiiriciieieccieceeete ettt ettt ettt et et ete e e saeeteereeaeerean 20.0 49.1
STALE CIEAILS ...vivieiiietietietieteeeete et et et e et e b e et et e et eereesseeseesseeseessesseessesssesseessessasssesseessansenss 2.9 3.5
48C INVEStMENT 1AX CTEAILS.....vviviieierieeieeteeteete ettt ere ettt et e ete e e ete e s e eteeasesteeaseeseenreeseeseenis 259 28.0
TIIVESIMEIES ..cvevieiiieiit ettt ettt ettt et e st e e bt e sabeesbeenseesnbeenseesnbeesasannseenes — 0.7
Stock-based COMPENSALION..........ceeiuieeieirietieiteeteeete et ettt ete e e eteereeeaeereeereeraeeseerseeseessenreens 11.3 21.3
DEferTed TEVEINUE. ......ccvivieiieiieieetete ettt ettt e sa e b e eteeseessesbeesaesaeensesaeensessnas 22.6 2.6
ONET .ttt ettt ettt e e te et e e te et e e te et e e ts et e ete e teeateebeeateeaeenteereenteerean 4.3 1.6
Total gross deferred ASSELS .......ccuivieriiiieriieiece ettt ettt sbe e sae e e saeesaesneas 251.8 151.7
Less valuation @allOWANCE .........ccuievieiiiiiicii ettt ettt ettt v e ve et et eaaeeaeeaeereeaeereas (185.2) (127.4)
Deferred tax assets, ML ............cc..ooiiiiiiiiiiiiiiieeic e e e e 66.6 24.3

Deferred tax liabilities:

Property and €qQUIPIMENL ...........ccvieiiriieiiriieieeie e ettt bt essesbeeseesaeesseseeesseseeas (20.1) (15.1)
INtANGIDIC ASSELS ....eevieiieiieieeiiete ettt ettt sttt ettt e e eae e e e st et e eneesaeennesneenneenean (16.9) 2.3)
INVESTMEIILS .....ouvieiiiiieeiectieieee ettt ettt ettt e e ae s te et e s te e b e s te e b e essesbeessesseessesseessesaeensesesensenseas (0.9) 0.9
Foreign earnings rECAPTULE. ......c.evieruieieriieierteestesteetesteetesseetesseenteeseesseeneesseeneesseensesseensesseen (2.0) (1.9)
Taxes on unremitted fOreign Carnings...........cccvevveveeriiieerieiierteeeereee ettt sre e seeeaeeeees 2.4) (1.4)
CONVEILIDIE NOTES .....eviiiieiiieiieeie ettt ettt et et e eveeetteebeesebeebeeseseesseessaesabeesseeesseesssannseenes (20.7) —

Total gross deferred Hability ....................ccoooiiiiiiiiiiicceeeee s (63.0) (21.6)
Deferred taX aSSEt, MEL ...............ooeiviiuiiiiiiiicei ettt ettt etsentesaeeteseeeaeenean $3.6 $2.7

The components giving rise to the net deferred tax assets (liabilities) have been included in the consolidated balance sheets as
follows:

Balance at June 30, 2019

(in millions of U.S. Dollars) Assets Liabilities

U.S. federal iNCOME tAXES .......coviiieriieeieitieeiecteeteeteet et ettt erte et esteesaesteessesteessesseesseeseensesseenseenes $— $—
FOT@IZN INCOME TAXES .....eeuiieeieiieeietieieeie et te st te st et e st e e ssee e eseesteeseeseeneesseensesseensesneensesnean 5.6 (2.0)
TORAL......oooeeeieieieeeee ettt et ettt ettt ettt e teaeaaeeeeteaeaaaa e e ————aaaaaaaae $5.6 ($2.0)

Balance at June 24, 2018

(in millions of U.S. Dollars) Assets Liabilities

U.S. federal iNCOME tAXES .......ccveivieriieeieirieeiieteet ettt ettt ste et e steesaesbeessesteessesseesseeseenseeseesseenns $— ($2.1)
FOT@IZN INCOME TAXES .....eeuiieeietieeietieiesie et ete st e et e e st e e sseesbeeseesteeneenseensasseensesseensesneensennean 5.8 (1.0)
TOTAL.......oo o e e et e e et e e et e e e e e arr e e e e narraeeas $5.8 ($3.1)

The Company assesses all available positive and negative evidence to estimate if sufficient future taxable income will be generated
to utilize the existing deferred tax assets by jurisdiction. The Company has concluded that it is necessary to recognize a full
valuation allowance against its U.S. and Luxembourg deferred tax assets as of June 30, 2019. While the Company has concluded
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that a full U.S. valuation allowance is appropriate as of June 30, 2019, as a result of improving Company performance and future
U.S. projected income, it is reasonably possible that the assessment of the realizability of the U.S. deferred tax assets could change
within the next twelve months resulting in a full or partial release of the U.S. valuation allowance. As of June 24, 2018, the U.S.
valuation allowance was $122.2 million. For the fiscal year ended June 30, 2019, the Company increased the U.S. valuation
allowance by $55.4 million due to the deferred tax impact of the sale of the Lighting Products business unit including the sale of
Cree Canada Corp. and Cree Europe S.r.1, offset by the deferred tax impact of the Notes issuance and the impact of the IRC Section
965(n) election related to the accounting of the Tax Legislation. As of June 24, 2018, the Luxembourg valuation allowance was
$5.2 million. For the fiscal year ended June 30, 2019, the Company increased this valuation allowance by $2.4 million due to year-
to-date income in Luxembourg.

As of June 30, 2019, the Company had approximately $34.6 million of foreign net operating loss carryovers, of which $30.3
million are offset by a valuation allowance. Of the Company's foreign net operating loss carryovers, $24.0 million have no carry
forward limitation and the remaining $10.6 million will begin to expire in fiscal 2035. As of June 30, 2019, the Company had
approximately $567.3 million of federal net operating loss carryovers and $216.6 million of state net operating loss carryovers
which are fully offset by a valuation allowance. Additionally, the Company had $46.4 million of federal and $3.7 million of state
income tax credit carryforwards which are fully offset by a valuation allowance. The state net operating loss carryovers will begin
to expire in fiscal 2020. The federal and state income tax credit carryforwards will begin to expire in fiscal 2033 and fiscal 2020,
respectively.

U.S. GAAP requires a two-step approach to recognizing and measuring uncertain tax positions. The first step is to evaluate the
tax position for recognition by determining if the weight of available evidence indicates that it is more likely than not that the
position will be sustained on audit, including resolution of related appeals or litigation processes, if any. The second step is to
measure the tax benefit as the largest amount that is cumulatively more than 50% likely to be realized upon ultimate settlement.

As of June 24, 2018 the Company’s liability for unrecognized tax benefits was $8.6 million. During the fiscal year ended June 30,
2019, the Company recognized a $0.4 million decrease to the liability for unrecognized tax benefits resulting from a $0.5 million
increase related to intercompany transactions recently challenged by the German tax authority, offset by a $0.9 million decrease
due to statue expiration. As a result, the total liability for unrecognized tax benefits as of June 30, 2019 was $8.2 million. If any
portion of this $8.2 million is recognized, the Company will then include that portion in the computation of its effective tax rate.
Although the ultimate timing of the resolution and/or closure of audits is highly uncertain, the Company believes it is reasonably
possible that $1.0 million of gross unrecognized tax benefits will change in the next 12 months as a result of statute requirements
or settlement with tax authorities.

The following is a tabular reconciliation of the Company’s change in uncertain tax positions:

Fiscal Years Ended
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25, 2017
Balance at beginning of period ............cccoeeveieieiieieeieeeeeeeee e $8.6 $13.3 $17.7
Decrease related to current year change in law...........ccocoeevveieeieiececneenenne. — 4.7) —
Increases related to prior year taX POSItiONS.........cccccverveeeerveeierreeienreeeeseeennas 0.5 0.6 —
Decreases related to prior year tax poSitions...........cceceeeveeereereeereeeeereeneeereenne. — (0.1) 0.1)
Settlements with tax authorities ...........cceevviiiieeiiiiiccieeeece e — (0.1 (0.6)
Expiration of statute of limitations for assessment of taxes.............ccocoveneeee. 0.9) 0.4) 3.7
Balance at end of period............ccocivieuieieieieeicieeeeeeeeeee e $8.2 $8.6 $13.3

The Company's policy is to include interest and penalties related to unrecognized tax benefits within the income tax expense
(benefit) line item in the consolidated statements of operations. Interest and penalties relating to unrecognized tax benefits
recognized in the consolidated statements of operations totaled less than $0.1 million for the fiscal years ending June 30, 2019,
June 24,2018, and June 25,2017. The Company accrued less than $0.1 million for interest and penalties relating to unrecognized
tax benefits in the consolidated balance sheets as of June 30, 2019 and June 24, 2018.

The Company files U.S. federal, U.S. state and foreign tax returns. For U.S. federal purposes, the Company is generally no longer
subject to tax examinations for fiscal years prior to 2016. For U.S. state tax returns, the Company is generally no longer subject
to tax examinations for fiscal years prior to 2015. For foreign purposes, the Company is generally no longer subject to examination
for tax periods prior to 2009. Certain carryforward tax attributes generated in prior years remain subject to examination, adjustment
and recapture.
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The Company provides for income taxes on the earnings of foreign subsidiaries unless the subsidiaries’ earnings are considered
indefinitely reinvested outside the United States. As of June 30, 2019, the Company has approximately $129.9 million of
undistributed earnings for certain non-U.S. subsidiaries. The Company has determined that $125.5 million of the $129.9 million
of undistributed foreign earnings are expected to be repatriated in the foreseeable future. The Company accrued a deferred tax
liability of $2.4 million for foreign income taxes expected to be withheld upon repatriation of the $125.5 million foreign earnings.
As of June 30, 2019, the Company has not provided income taxes on the remaining undistributed foreign earnings of $4.4 million
as the Company continues to maintain its intention to reinvest these earnings in foreign operations indefinitely. If, at a later date,
these earnings were repatriated to the United States, the Company would be required to pay approximately $0.2 million in taxes
on these amounts.

Note 16 — Commitments and Contingencies

Warranties

Changes in the Company’s product warranty liabilities are as follows:

Fiscal Years Ended
(in millions of U.S. Dollars) June 30,2019 June 24,2018 June 25, 2017
Balance at beginning of period ...........ccceoieveieieiieieeeeeeceeeee e $1.8 $1.6 $0.1
Warranties accrued in current period ...........ccceoeeeveeueevreereeereeeeereeeeereere e 0.5 0.3 1.6
EXPONAITUIES.......cviiiiiiieiietieicetete ettt beesaesseensesaeennas (1.0) (0.1 (0.1)
Balance at end of Period..........cccoiiiiiiieiiiiciiececeeeeee e $1.3 $1.8 $1.6

Product warranties are estimated and recognized at the time the Company recognizes revenue. The warranty periods range from
90 days to 5.5 years. The Company accrues warranty liabilities at the time of sale, based on historical and projected incident rates
and expected future warranty costs. The Company accrues estimated costs related to product recalls based on a formal campaign
soliciting repair or return of that product when they are deemed probable and reasonably estimable. The warranty reserves are
evaluated quarterly based on various factors including historical warranty claims, assumptions about the frequency of warranty
claims, and assumptions about the frequency of product failures derived from quality testing, field monitoring and the Company’s
reliability estimates. As of June 30,2019, $0.4 million of the Company’s product warranty liabilities were classified as long-term.

Lease Commitments

The Company primarily leases manufacturing, office, housing and warehousing space under the terms of non-cancelable operating
leases. These leases expire at various times through May 2024. The Company recognizes net rent expense on a straight-line basis
over the life of the lease. Rent expense associated with these operating leases totaled approximately $4.6 million, $3.9 million and
$2.9 million for each of the fiscal years ended June 30, 2019, June 24, 2018 and June 25, 2017, respectively. Certain agreements
require that the Company pay property taxes and general property maintenance in addition to the minimum rental payments.
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Future minimum rental payments for leases as of June 30, 2019 are estimated as follows (in millions of U.S. Dollars):

Minimum Rental

Fiscal Years Ending Amount

JUNE 28, 2020 ...ttt ettt ettt et et et et et et et eaten e ent st eseeaeeaeeteeseesensensennennan $4.1
JUNE 27, 2021 1ttt b ettt et h bt h e eh e bbbt b bttt naeneen 23
JUNE 26, 2022 ...ttt ettt ettt ettt et et ettt e e en e eateae Rt eheeReeteeteeteesebensenennan 1.2
JUNE 25, 2023 ...ttt a bt eh e bt b et b e bbbt naeneen 0.7
JUNE 30, 2024 ...ttt ettt ettt et ettt e e ea e nteat st eneeaeeheeteeteesesesenennan —
TRETEATTRT ...ttt sttt ea bbbt b e bt s h e bbbt neeneen —
Total future MiniMUM rental PAYIMENLS...........ccviiiiiiiieieiiieieeteee ettt ettt eeesteeaesteessesteeaseereenseens $8.3

Litigation

The Company is currently a party to various legal proceedings. While management presently believes that the ultimate outcome
of such proceedings, individually and in the aggregate, will not materially harm the Company’s financial position, cash flows, or
overall trends in results of operations, legal proceedings are subject to inherent uncertainties, and unfavorable rulings could occur.
An unfavorable ruling could include money damages or, in matters for which injunctive relief or other conduct remedies may be
sought, an injunction prohibiting the Company from selling one or more products at all or in particular ways. Were unfavorable
final outcomes to occur, there exists the possibility of a material adverse impact on the Company’s business, results of operation,
financial position and overall trends. The outcomes in these matters are not reasonably estimable.

Note 17 - Reportable Segments

Reportable segments are components of the Company that the Chief Operating Decision Maker (CODM) regularly reviews when
allocating resources and assessing performance. The Company’s CODM reviews segment performance and allocates resources
based upon segment revenue and segment gross profit. The Company's identified CODM is the Chief Executive Officer.

The Company’s operating and reportable segments are:
*  Wolfspeed
*  LED Products

The Wolfspeed segment includes SiC materials, power devices and RF devices and the LED Products segment includes LED chips
and LED components.

Financial Results by Reportable Segment

The table below reflects the results of the Company’s reportable segments as reviewed by the CODM for fiscal 2019, 2018 and
2017. The Company used the same accounting policies to derive the segment results reported below as those used in the Company’s
consolidated financial statements.

The Company’s CODM does not review inter-segment transactions when evaluating segment performance and allocating resources
to each segment, and inter-segment transactions are not included in the segment revenue presented in the table below. As such,
total segment revenue in the table below is equal to the Company’s consolidated revenue.

The Company’s CODM reviews gross profit as the lowest and only level of segment profit. As such, all items below gross profit
in the consolidated statements of operations must be included to reconcile the consolidated gross profit presented in the table
below to the Company’s consolidated loss before income taxes.

In order to determine gross profit for each reportable segment, the Company allocates direct costs and indirect costs to each
segment’s cost of revenue. The Company allocates indirect costs, such as employee benefits for manufacturing employees, shared
facilities services, information technology, purchasing, and customer service, when the costs are identifiable and beneficial to the
reportable segment. The Company allocates these indirect costs based on a reasonable measure of utilization that considers the
specific facts and circumstances of the costs being allocated.
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Unallocated costs in the table below consisted primarily of manufacturing employees’ stock-based compensation, expenses for
profit sharing and quarterly or annual incentive plans, and matching contributions under the Company’s 401(k) plan. These costs
were not allocated to the reportable segments' gross profit because the Company’s CODM does not review them regularly when
evaluating segment performance and allocating resources.

The cost of goods sold (COGS) acquisition related costs adjustment includes inventory fair value amortization of the fair value
increase to inventory recognized at the date of acquisition, and other RF Power acquisition costs, impacting cost of revenue for
fiscal 2018. These costs were not allocated to the reportable segments’ gross profit for fiscal 2018 because they represent an
adjustment which does not provide comparability to the corresponding prior period and therefore were not reviewed by the
Company's CODM when evaluating segment performance and allocating resources.

Revenue, gross profit and gross margin for each of the Company's segments were as follows:

Revenue Gross Profit and Gross Margin
Year Ended Year Ended
June 30, June 24, June 25, June 30, June 24, June 25,
(in millions of U.S. Dollars) 2019 2018 2017 2019 2018 2017
Wolfspeed......coeveieeninieiieieeecene $538.2 $328.6 $221.2 $258.7 $158.5 $103.5
Wolfspeed gross margin .................... 48% 48% 47%
LED Products ........cccceerveenreiereeerennn. 541.8 596.3 550.3 150.0 157.9 151.7
LED Products gross margin............... 28% 26% 28%
Total segment reporting........................ $1,080.0 $924.9 $771.5 408.7 3164 255.2
Unallocated COStS........cccevveerreereenennne. (17.7) (9.0) (11.2)
COGS acquisition related costs............ — (5.4) —
Consolidated gross profit ..................... $391.0 $302.0 $244.0
Consolidated gross margin................... 36% 33% 32%

Assets by Reportable Segment

Inventories are the only assets reviewed by the Company’s CODM when evaluating segment performance and allocating resources
to the segments. The CODM reviews all of the Company's assets other than inventories on a consolidated basis. The following
table sets forth the Company’s inventories by reportable segment for the fiscal years ended June 30, 2019 and June 24, 2018.

Unallocated inventories in the table below were not allocated to the reportable segments because the Company’s CODM does not
review them when evaluating performance and allocating resources to each segment. Unallocated inventories consisted primarily
of manufacturing employees’ stock-based compensation, profit sharing and quarterly or annual incentive compensation, matching
contributions under the Company’s 401(k) plan, and acquisition related costs.
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Inventories for each of the Company's segments were as follows:

(in millions of U.S. Dollars) June 30, 2019 June 24,2018

WOIESPEEA ...ttt ettt ettt b et bt b ss b ssebesseressebeneas $81.6 $47.2
LED ProdUCES.....c.ociuiiiiiiciectieieeteeteete ettt ettt et ea et aesae s e sbaesaesbeessesseensenseenns 99.2 100.5
Total SEZMENT INVENTOTICS .....eeuveeieieeeieiieiieieeeeteeteseeeeesreeaesteeaesseesaesseensesseensenseenes 180.8 147.7
Unallocated INVENLOTIES ........eevveivieriiieieitieeestieeeeteeete e e sreesaesreesseseeessesreessesssesessnens 6.6 3.9
Consolidated INVENTOTIES ........ccveuivieuiieiiiieeiiteeeeeeee ettt ettt $187.4 $151.6

Geographic Information

The Company conducts business in several geographic areas. Revenue is attributed to a particular geographic region based on the
shipping address for the products. Disaggregated revenue from external customers by geographic area is as follows:

For the Years Ended

June 30, 2019 June 24, 2018 June 25,2017
% of % of % of

(in millions of U.S. Dollars) Revenue Revenue Revenue Revenue Revenue Revenue
United States ........ooveveveereveeirierieeeeciee e $ 2614 24% $ 2202 24% $  200.8 26%
CRINA ..o 367.2 34% 390.5 42% 327.1 42%
EUIOPE ..o 255.0 24% 167.4 18% 119.6 16%
Other ..o 196.4 18% 146.8 16% 124.0 16%
TOtal...oeieieceeeec e $ 1,080.0 $§ 9249 $§ 7715

The Company’s tangible long-lived assets by country is as follows:

(in millions of U.S. Dollars) June 30,2019 June 24,2018
UIIEEA SEAIES ...ttt ettt ettt ettt ettt ettt et e s aneens $558.6 $508.3
CRINA. .ttt 61.8 76.1
ORET ...ttt bbb bbbttt b et 4.8 4.7
L] USSP $625.2 $589.1

Note 18 — Concentrations of Risk

Financial instruments, which may subject the Company to a concentration of risk, consist principally of short-term investments,
cash equivalents, and accounts receivable. Short-term investments consist primarily of municipal bonds, corporate bonds, U.S.
agency securities, U.S. treasury securities, commercial paper, certificates of deposit, and variable rate demand notes at interest
rates that vary by security. The Company’s cash equivalents consist primarily of money market funds. Certain bank deposits may
at times be in excess of the FDIC insurance limits.

The Company sells its products on account to manufacturers, distributors and others worldwide and generally requires no collateral.

Revenue from Arrow Electronics, Inc. represented 19%, 21% and 24% of revenue for the fiscal years ended June 30,2019, June 24,
2018 and June 25, 2017, respectively. Arrow Electronics, Inc. is a customer of the LED Products and Wolfspeed segments.

No customers individually accounted for more than 10% of the consolidated accounts receivable balance as of June 30, 2019. As
of June 24,2018, Arrow Electronics, Inc. and Allied Group Limited accounted for 14% and 14% of the accounts receivable balance,
respectively. No other customers individually accounted for more than 10% of the consolidated accounts receivable balance as of

June 24, 2018.
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Note 19 — Retirement Savings Plan

The Company sponsors one employee benefit plan (the 401(k) Plan) pursuant to Section 401(k) of the IRC. All U.S. employees
are eligible to participate under the 401(k) Plan on the first day of a new fiscal month after the date of hire. Under the 401(k) Plan,
there is no fixed dollar amount of retirement benefits; rather, the Company matches a defined percentage of employee deferrals,
and employees vest in these matching funds over time. Employees choose their investment elections from a list of available
investment options. During the fiscal years ended June 30, 2019, June 24, 2018 and June 25, 2017, the Company contributed
approximately $7.9 million, $5.8 million and $4.9 million to the 401(k) Plan, respectively. The Pension Benefit Guaranty
Corporation does not insure the 401(k) Plan.

Note 20 — Related Party Transactions

In July 2010, Mark Swoboda was appointed Chief Executive Officer of Intematix Corporation (Intematix) and subsequently
resigned as Chief Executive Officer in 2017 when the company was sold. Mark Swoboda is the brother of the Company’s former
Chairman, Chief Executive Officer and President, Charles M. Swoboda. For a number of years, the Company has purchased raw
materials from Intematix pursuant to standard purchase orders in the ordinary course of business.

During fiscal 2018 and 2017, the Company purchased $3.3 million and $2.3 million of raw materials from Intematix, respectively.
Due to the resignation of Mark Swoboda during fiscal 2018, Intematrix is no longer considered a related party as of June 24, 2018
and as such, the Company does not have any liabilities associated with a related party on its consolidated balance sheets.

Note 21 - Restructuring

The Company has approved various operational plans that include restructuring costs. All restructuring costs are recorded in other
operating expense on the consolidated statement of operations.

Corporate Restructuring

In April 2018, the Company approved a corporate restructuring plan. The purpose is to restructure and realign the Company's
cost base with the long-range business strategy that was announced in February 2018. The restructuring activity was completed
in the second quarter of fiscal 2019.

The following table summarizes the charges incurred (in millions of U.S. Dollars):

Cumulative
Total Amounts Amounts amounts

estimated incurredin  incurred in incurred through
Capacity and overhead cost reductions charges fiscal 2018 fiscal 2019 fiscal year 2019
Loss on disposal or impairment of long-lived assets........... $0.2 $0.2 $— $0.2
SEVETANCE EXPEIISE...ceuvrerureerrrerreereerireerreenireeseesareenseenseesnnes 42 3.5 0.7 4.2
Lease termination and facility consolidation costs.............. 2.0 0.1 1.9 2.0
Total restructuring charges ..........c.cccceeveeeeveeeeeeeeeeeerenens $6.4 $3.8 $2.6 $6.4

An additional $3.6 million in previously reported estimated and incurred restructuring charges related to this plan were
classified as discontinued operations due to the sale of the Lighting Products business unit.

Factory Optimization Restructuring

In May 2019, the Company started a significant, multi-year factory optimization plan anchored by a state-of-the-art, automated
200mm capable SiC and GaN fabrication facility and a large materials factory at its U.S. campus headquarters in Durham,
North Carolina. As part of the plan, the Company will incur restructuring charges associated with the movement of equipment
as well as disposals and impairments on certain long-lived assets.

The following table summarizes the charges incurred (in millions of U.S Dollars):
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Cumulative

Amounts amounts
incurred in incurred through
Factory optimization costs fiscal 2019 fiscal year 2019
Loss on disposal or impairment of long-lived assets.............cocevivveirieerieinieeireiereeereeereneas $2.3 $2.3
Facility consolidation COSES.........ceevviiiiriieiiiiiieieiteeee ettt b et be e sreernesaeennas 1.8 1.8
Total reStruCturiNg CRATZES. .......vciveviieeiiieeieteeieteet ettt ettt et sb et eb e b b ssetasnerennas $4.1 $4.1

The Company expects $70.0 million in restructuring charges related to the factory optimization plan to be incurred through
2024.

Sales Restructuring

In June 2019, the Company approved and implemented a sales restructuring plan to restructure and realign the Company's
geographical sales team with the skills and experience needed to execute on the Company's business objectives. The Company
recorded $1.6 million in restructuring expense relating to this plan in the fourth quarter of fiscal 2019. No additional
restructuring expense relating to this plan is expected.
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Note 22 — Quarterly Results of Operations - Unaudited

The following is a summary of the Company’s consolidated quarterly results of operations for each of the fiscal years ended

June 30, 2019 and June 24, 2018:

September 23, December 30, March 31, June 30, Fiscal Year

(in millions of U.S. Dollars, except share data) 2018 2018 2019 2019 2019
Revenue, net $274.2 $280.5 $274.1 $251.2 $1,080.0
Cost of revenue, Net ..........coeeeeeuirieereieereeeeenes 175.9 177.0 173.6 162.5 689.0
GTOSS PrOTIt ..ovvivieieeiceeeeeeeeeee e 98.3 103.5 100.5 88.7 391.0
Net loss from continuing operations...................... (0.8) 0.2) (22.3) (34.6) (57.9)
Net loss from discontinued operations................... (10.3) 2.3) (205.4) (99.2) (317.2)
NEE10SS. ..ttt (11.1) 2.5) (227.7) (133.8) (375.1)
Net income (loss) attributable to noncontrolling
INECTEST...euvivivierierectecte ettt ettt ereene e ennens — — 0.1 0.1) —
Net loss attributable to controlling interest............ (11.1) 2.5) (227.8) (133.7) (375.1)
Basic loss per share:

Continuing operations attributable to

controlling interest............cccovveveeveeerirrereerennanns ($0.01) $— ($0.22) ($0.33) ($0.56)

Net loss attributable to controlling interest....... (%0.11) ($0.02) ($2.20) ($1.26) ($3.62)
Diluted loss per share:

Continuing operations attributable to

controlling interest............ccoovvveeereeererieennennnns ($0.01) $— ($0.22) ($0.33) ($0.56)

Net loss attributable to controlling interest....... (%0.11) ($0.02) ($2.20) ($1.26) ($3.62)

September 24, December 24, March 25, June 24, Fiscal Year

(in millions of U.S. Dollars, except share data) 2017 2017 2018 2018 2018
Revenue, Net........ccooeeiinieinieiiieeseeeeeee $210.7 $223.2 $225.2 $265.8 $924.9
Cost of revenue, Net ..........coeeeveeieieereieeieeeeenes 141.7 152.9 150.1 178.2 622.9
GTOSS PrOTIt ..ouvivieieeieeeeeeeeeeeeeeeereeeee e 69.0 70.3 75.1 87.6 302.0
Net (loss) income from continuing operations....... 9.6) 32.0 9.9 (28.9) (16.4)
Net loss from discontinued operations................... (10.4) (18.3) (230.4) 4.4 (263.5)
Net (108S) INCOME ......vevereereeriirieieieireieiceeeieieeeae (20.0) 13.7 (240.3) (33.3) (279.9)
Net income attributable to noncontrolling interest — — 0.1 — 0.1
Net (loss) income attributable to controlling
IEETESE . vttt (20.0) 13.7 (240.4) (33.3) (280.0)
Basic (loss) earnings per share:

Continuing operations attributable to

controlling interest............cccovveveereeerirrereerennanns ($0.10) $0.32 ($0.10) ($0.29) ($0.17)

Net (loss) income attributable to controlling

INEETESE ..veiieeieic et ($0.20) $0.14 ($2.40) ($0.33) ($2.81)
Diluted (loss) earnings per share:

Continuing operations attributable to

controlling interest...............ococeevevevereereveeeennn. ($0.10) $0.32 ($0.10) ($0.29) ($0.17)

Net (loss) income attributable to controlling

TEETESE L.ttt (30.20) $0.14 ($2.40) (50.33) ($2.81)

The Company will revise the Unaudited Consolidated Statements of Cash Flows for the year to date periods ended September 23,
2018, December 30, 2018 and March 31, 2019 to correct the presentation of tax withholding for stock option exercises within the
Company's future fiscal 2020 unaudited interim consolidated financial statements on Form 10-Q. The revisions will result in an
increase to net cash provided by operating activities of $10.8 million, $11.9 million, and $12.4 million, and a decrease to net cash
provided by (used in) financing activities by the same amounts for the year to date periods ended September 23, 2018, December
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30,2018 and March 31, 2019, respectively. The Company concluded these errors were not material individually or in the aggregate
to any of the periods impacted.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness
of our disclosure controls and procedures (as such term is defined in Rules 13a-15(¢) and 15d-15(¢e) under the Exchange Act) as
of the end of the period covered by this Annual Report. Based on such evaluation, our Chief Executive Officer and Chief Financial
Officer concluded that, as of the end of the period covered by this Annual Report, our disclosure controls and procedures are
effective in that they provide reasonable assurances that the information we are required to disclose in the reports we file or submit
under the Exchange Act is recorded, processed, summarized and reported within the time periods required by the SEC’s rules and
forms and that such information is accumulated and communicated to management, including our Chief Executive Officer and
Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.

Changes to Internal Control Over Financial Reporting

There have been no changes to our internal control over financial reporting, as such term is defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act, during the fourth quarter of fiscal 2019 that materially affected, or are reasonably likely to materially
affect, our internal control over financial reporting.

In the course of our ongoing preparations for making management’s report on internal control over financial reporting as required
by Section 404 of the Sarbanes-Oxley Act of 2002, from time to time we have identified areas in need of improvement and have
taken remedial actions to strengthen the affected controls as appropriate. We make these and other changes to enhance the
effectiveness of our internal controls over financial reporting, which do not have a material effect on our overall internal control.

We will continue to evaluate the effectiveness of our disclosure controls and procedures and internal control over financial reporting
on an ongoing basis and will take action as appropriate.

Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term
is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Our internal control system was designed to provide reasonable assurance
to our management and Board of Directors regarding the preparation and fair presentation of published financial statements.

Our internal control over financial reporting includes those policies and procedures that:

(1) pertainto the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions
of our assets;

(i1) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that our receipts and expenditures are being made only
in accordance with authorizations of our management and directors; and

(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of
our assets that could have a material effect on the financial statements.

All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems determined
to be effective can provide only reasonable assurance with respect to financial statement preparation and presentation.

In making the assessment of internal control over financial reporting, our management used the criteria issued by the Committee
of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control-Integrated Framework (2013 framework).
Based on that assessment and those criteria, management has concluded that our internal control over financial reporting was
effective as of June 30, 2019.

The effectiveness of our internal control over financial reporting as of June 30, 2019 has been audited by PricewaterhouseCoopers
LLP, an independent registered public accounting firm, as stated in their report in Item 8 of this Annual Report.
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Item 9B. Other Information

Not applicable.
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PART III

Certain information called for in Items 10, 11, 12, 13 and 14 is incorporated by reference from our definitive proxy statement
relating to our annual meeting of sharecholders, which will be filed with the SEC within 120 days after the end of fiscal 2019.

Item 10. Directors, Executive Officers and Corporate Governance

Item 11. Executive Compensation

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Item 13. Certain Relationships and Related Transactions, and Director Independence

Item 14. Principal Accountant Fees and Services
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(a)(1) and (2) The financial statements and reports of independent registered public accounting firm are filed as part of this Annual
Report (see “Index to Consolidated Financial Statements™ at Item 8). The financial statement schedules are not included in this
item as they are either not applicable or are included as part of the consolidated financial statements.

(a)(3) The following exhibits have been or are being filed herewith and are numbered in accordance with Item 601 of Regulation
S-K:

Incorporated by Reference

E)Ii\};éblt Description Hfl::rlelS;iith Form Exhibit Filing Date

2.17 Purchase Agreement, dated March 14, 2019, by and between Cree, Inc. 8-K 2.1 5/16/2019
and IDEAL Industries, Inc., as amended

3.1 Articles of Incorporation, as amended 10-K 3.1 8/19/2002

3.2 Bylaws, as amended and restated 8-K 3.1 1/28/2015

4.1 Specimen Common Stock Certificate 10-Q 4.1  1/24/2018

4.2 Indenture, dated as of August 24, 2018, between Cree, Inc. and U.S. 8-K 4.1  8/24/2018
Bank National Association

4.3 Form of Global 0.875% Convertible Senior Note due 2023 (included in 8-K 42  8/24/2018
Exhibit 4.2)

4.4 Description of the Registered Securities X

10.1* 2004 Long-Term Incentive Compensation Plan, as amended ("2004 8-K 10.1  10/25/2012
LTIP")

10.2*  Form of Nonqualified Stock Option Award Agreement for Non- 10-Q 10.3  10/17/2012
Employee Directors under the 2004 LTIP

10.3*  Form of Nonqualified Stock Option Agreement under the 2004 LTIP 10-Q 10.4 10/17/2012

10.4* 2013 Long-Term Incentive Compensation Plan, as amended ("2013 8-K 10.1 10/28/2016
LTIP")

10.5*  Form of Nonqualified Stock Option Award Agreement under the 2013 10-Q 104 1/22/2014
LTIP

10.6*  Form of Restricted Stock Unit Award Agreement under the 2013 LTIP 10-Q 10.5  1/22/2014

10.7*  Form of Master Performance Unit Award Agreement under the 2013 8-K 10.4  8/29/2014
LTIP

10.8*  Form of Performance Share Award Agreement - Section 16 Officer 10-Q 10.6  10/21/2015
under the 2013 LTIP

10.9*  Form of Stock Unit Award Agreement (Performance-Based) for Gregg 8-K 10.3  9/28/2017
A. Lowe, dated September 27, 2017, under the 2013 LTIP

10.10*  Form of Stock Unit Award Agreement (Performance-Based) under the 10-K 1041  8/20/2018
2013 LTIP

10.11*  Form of Stock Unit Award Agreement (Time-Based) under the 2013 10-K 1042  8/20/2018
LTIP

10.12*  Notice of Grant to Gregg A. Lowe, dated September 1, 2018, under the 8-K 10.1  8/24/2018
2013 LTIP

10.13*  Notice of Grant to Neill P. Reynolds, dated September 1, 2018, under 8-K 10.2  8/24/2018
the 2013 LTIP

10.14* Notice of Grant to David T. Emerson, dated September 1, 2018, under 8-K 10.3  8/24/2018
the 2013 LTIP

10.15* 2005 Employee Stock Purchase Plan, as amended 8-K 10.1 10/24/2017

10.16*  Change of Control Agreement for Chief Executive Officer between 8-K 10.1  9/28/2017

Cree, Inc. and Gregg A. Lowe, dated September 22, 2017
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10.17*

10.18*

10.19*

10.20%*

10.21*
10.22*
10.23*

10.24*

10.25

10.26

10.27

10.28

10.29

10.30

21.1
23.1
31.1

31.2

32.1

322

101

First Amendment to Change in Control Agreement (for Chief Executive
Officer), dated May 4, 2018

Cree Severance Plan - Senior Leadership Team, Plan Document and
Summary Plan Description, effective as of April 30,2018

Form of Participation Agreement Under Cree Severance Plan - Senior
Leadership Team

Separation, General Release and Consulting Agreement, dated June 7,
2018, between Cree, Inc. and Michael E. McDevitt

Schedule of Compensation of Non-Employee Directors
Non-Employee Director Stock Compensation and Deferral Program

Amendment One to Non-Employee Director Stock Compensation and
Deferral Program

Form of Cree, Inc. Indemnification Agreement for Directors and
Officers

Credit Agreement, dated January 9, 2015, by and among Cree, Inc.,
Wells Fargo Bank, National Association, as administrative agent and
lender, E-conolight LLC, a domestic subsidiary of Cree, Inc., as
guarantor, and the other lenders party thereto

First Amendment to the Credit Agreement, dated September 10, 2015,
by and among Cree, Inc., Wells Fargo Bank, National Association, as
administrative agent, E-conolight LLC, a domestic subsidiary of Cree,
Inc., as guarantor, and the other lenders party thereto

Credit Agreement Consent, dated as of July 13, 2016, by and among
Cree, Inc., Wells Fargo Bank, National Association, as administrative
agent and lender, E-conolight LLC, a domestic subsidiary of Cree, Inc.,
as guarantor, and the other lenders party to the Credit Agreement

Second Amendment to Credit Agreement, dated November 13, 2017, by
and among Cree, Inc., Wells Fargo Bank, National Association, as
administrative agent, E-conolight LLC, a domestic subsidiary of Cree,
Inc., as guarantor, and the other lenders party thereto

Third Amendment to the Credit Agreement, dated as of August 21,
2018, by and among Cree, Inc., Wells Fargo Bank, National
Association, as administrative agent, E-conolight LLC, as guarantor,
and the other lenders party thereto

Credit Agreement Consent, dated as of March 14, 2019, by and among
Cree, Inc., Wells Fargo Bank, National Association, as administrative
agent and lender, E-conolight LLC, a domestic subsidiary of Cree, Inc.,
as guarantor, and the other lenders party to the Credit Agreement

Subsidiaries of the Company
Consent of PricewaterhouseCoopers LLP

Certification by Chief Executive Officer pursuant to Rule 13a-14(a)
under the Securities Exchange Act of 1934, as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

Certification by Chief Financial Officer pursuant to Rule 13a-14(a)
under the Securities Exchange Act of 1934, as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

Certification by Chief Executive Officer pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002

Certification by Chief Financial Officer pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002

The following materials from Cree, Inc.’s Annual Report on Form 10-K
for the fiscal year ended June 30, 2019 formatted in Inline XBRL
(eXtensible Business Reporting Language): (i) Consolidated Balance
Sheets; (ii) Consolidated Statements of Operations; (iii) Consolidated
Statements of Comprehensive Loss; (iv) Consolidated Statements of
Cash Flows; (v) Consolidated Statements of Shareholders' Equity; and
(vi) Notes to Consolidated Financial Statements
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8-K
8-K

10-K/A
10-Q
10-Q

8-K

8-K

10-Q
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8-K

10-Q

10-Q

10.3

10.1

10.2

10.1

10.29
10.3
10.3

10.1

10.1

10.4

10.2

10.1

10.1

10.1

5/4/2018

5/4/2018

5/4/2018

6/7/2018

8/21/2018
10/21/2009
1/19/2011

10/29/2010

1/12/2015

1/24/2018

10/19/2016

11/16/2017

10/17/2018
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104 The cover page from Cree Inc.'s Annual Report on Form 10-K for the
fiscal year ended June 30, 2019 formatted in Inline XBRL (included in
Exhibit 101)

* Management contract or compensatory plan or arrangement

~ Portions of this exhibit have been omitted pursuant to Rule 601(b)(2) of Regulation S-K. The omitted information is not material
and would likely cause competitive harm to the registrant if publicly disclosed.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

CREE, INC.
Date: August 21,2019

By: /s/  Gregg A. Lowe
Gregg A. Lowe
Chief Executive Officer and President

(Principal Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons
on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s GREGG A. LOWE Chief Executive Officer and President August 21, 2019
Gregg A. Lowe (Principal Executive Officer)
/s/ NEILL P. REYNOLDS Executive Vice President and Chief Financial Officer August 21, 2019
Neill P. Reynolds (Principal Financial and Principal Accounting Officer)
/s/ DARREN R. JACKSON Chairman and Director August 21, 2019

Darren R. Jackson

/s/  JOHN C. HODGE Director August 21, 2019
John C. Hodge

/s/ CLYDE R. HOSEIN Director August 21, 2019
Clyde R. Hosein

/s/  DuY-LOANT. LE Director August 21, 2019
Duy-Loan T. Le

/s/ JOHN B. REPLOGLE Director August 21, 2019
John B. Replogle

/s/  THOMAS H. WERNER Director August 21, 2019
Thomas H. Werner

/s/ ANNE C. WHITAKER Director August 21, 2019
Anne C. Whitaker
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2019 CORPORATE INFORMATION

Corporate Headquarters
Cree, Inc.

4600 Silicon Drive
Durham, NC 27703-8475
Phone: 919.407.5300

Fax: 919.407.5615
www.cree.com

Independent Auditor
PricewaterhouseCoopers LLP
Raleigh, NC

Transfer Agent and Registrar

American Stock Transfer & Trust Company
6201 15th Avenue

Brooklyn, NY 11219

Phone: 800.937.5449
www.astfinancial.com

Investor Relations

Tyler Gronbach

919.407.4820

Additional investor materials may be obtained without
charge by contacting Investor Relations

Annual Meeting of Shareholders

The annual meeting of shareholders will be held on

Oct. 28,2019 at 12 p.m. in Customer Center 6, located at
4408 Silicon Drive, Durham, North Carolina 27703

Additional Information
The company’s stock is traded on the NASDAQ Global
Select Market and is quoted under the symbol “CREE”.

Executive Officers
Gregg A. Lowe
President and Chief Executive Officer

Neill P. Reynolds
Executive Vice President and Chief Financial Officer
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CREE< Wolfspeed.

Board of Directors

John C. Hodge

Founding Partner

Rubicon Technology Partners

Clyde R. Hosein
CFO
Automation Anywhere, Inc.

Darren R. Jackson
Retired CEO
Advance Auto Parts, Inc.

Duy-LoanT. Le
President
DLE Management Consulting LLC

Gregg A. Lowe
President and CEO
Cree, Inc.

John B. Replogle
Founding Partner
One Better Ventures, LLC

Thomas H. Werner
Chairman and CEO
SunPower Corporation

Anne C. Whitaker
CEO
Dance Biopharm Holdings, Inc.
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