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Item 2.02     Results of Operations and Financial Condition.  

On October 29, 2014, the Company issued a press release announcing its results for its second quarter and first six months of fiscal year 
2015.  The full text of the press release is furnished as Exhibit No. 99.1 to this Current Report on Form 8-K.    

Item 7.01     Regulation FD.  

On October 29, 2014, in addition to issuing a press release, the Company posted on its website a shareholder letter to investors summarizing the 
financial results for its second quarter and first six months of fiscal year 2015.  The full text of the shareholder letter is furnished as Exhibit No. 
99.2 to this Current Report on Form 8-K.  

Use of Non-GAAP Financial Information  

To supplement Cirrus Logic's financial statements presented on a GAAP basis, Cirrus has provided certain non-GAAP financial information, 
including gross margin, operating expenses, net income, income from operations, operating margin and diluted earnings per share. A 
reconciliation of the adjustments to GAAP results is included in the tables to the press release furnished as Exhibit No. 99.1 to this Current 
Report on Form 8-K. Non-GAAP financial information is not meant as a substitute for GAAP results, but is included because management 
believes such information is useful to our investors for informational and comparative purposes. In addition, certain non-GAAP financial 
information is used internally by management to evaluate and manage the company. As a note, the non-GAAP financial information used by 
Cirrus Logic may differ from that used by other companies.  These non-GAAP measures should be considered in addition to, and not as a 
substitute for, the results prepared in accordance with GAAP.  

The information contained in Items 2.02, 7.01, and 9.01 in this Current Report on Form 8-K and the exhibits furnished hereto contain forward-
looking statements regarding the Company and cautionary statements identifying important factors that could cause actual results to differ 
materially from those anticipated.  In addition, this information shall not be deemed “filed” for purposes of Section 18 of the Securities 
Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that section, nor shall they be deemed 
incorporated by reference in any filing under the Securities Act of 1933, as amended, or the Exchange Act, except as expressly set forth by 
specific reference in such a filing.  

Item 9.01     Financial Statements and Exhibits.  

(d)        Exhibits  

          Exhibit                    Description  

         Exhibit 99.1          Cirrus Logic, Inc. press release dated October 29, 2014  
         Exhibit 99.2          Cirrus Logic, Inc. shareholder letter dated October 29, 2014  

SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, Registrant has duly caused this report to be signed on its behalf by 
the undersigned thereunto duly authorized.  

   CIRRUS LOGIC, INC.  
   

  
Date:  October 29, 2014  By: /s/ Thurman K. Case  

   Name: Thurman K. Case  
   Title:  Chief Financial Officer  
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Exhibit 99.1 

Cirrus Logic Reports Revenue of $210.2 Million  

Strong Demand for Portable Audio Drives September Quarter Revenue Growth  

AUSTIN, Texas--(BUSINESS WIRE)--October 29, 2014--Cirrus Logic, Inc. (Nasdaq: CRUS), a leader in high-precision analog and digital 
signal processing components, today posted on its investor relations website at http://investor.cirrus.com the quarterly Shareholder Letter that 
contains the complete financial results for the second quarter fiscal year 2015, which ended Sept. 27, 2014, as well as the company’s current 
business outlook.  

“Q2 was an outstanding quarter for Cirrus Logic, as strong demand for portable audio products drove revenue above expectations. In addition, 
we were pleased to have closed the acquisition of Wolfson Microelectronics on Aug. 21,” said Jason Rhode, president and chief executive 
officer. “The acquisition further strengthens Cirrus Logic’s position as a market leader and helps accelerate critical R&D programs we believe 
will fuel revenue growth in the future.”  

Reported Financial Results – Second Quarter FY15  

� Revenue of $210.2 million, including $197.2 million from Cirrus Logic and $13 million from five weeks of Wolfson Microelectronics;  

� GAAP gross margin of 47.8 percent and non-GAAP gross margin of 48.7 percent;  

� GAAP operating expenses of $82.5 million and non-GAAP operating expenses of $57.3 million. GAAP operating expense includes 
$18.7 million in acquisition costs and $6.5 million of share-based compensation and amortization of acquired intangibles; and  

� GAAP diluted earnings per share of $0.01 and non-GAAP diluted earnings per share of $0.68.  



A reconciliation of the non-GAAP charges is included in the tables accompanying this press release.  

Business Outlook – Third Quarter FY15  

� Revenue is expected to range between $265 million and $285 million;  

� GAAP gross margin is expected to be between 42 percent and 44 percent, which includes roughly 200 basis points of costs associated 
with the fair value write up of acquired inventory; and  

� Combined R&D and SG&A expenses are expected to range between $86 million and $90 million, which includes approximately $9 
million in share-based compensation and $7 million in amortization of acquired intangibles.  

Cirrus Logic will host a live Q&A session at 5 p.m. EDT today to answer questions related to its financial results and business outlook. 
Participants may listen to the conference call on the Cirrus Logic website. Participants who would like to submit a question to be addressed 
during the call are requested to email investor.relations@cirrus.com . A replay of the webcast can be accessed on the Cirrus Logic website 
approximately two hours following its completion, or by calling (404) 537-3406, or toll-free at (855) 859-2056 (Access Code: 13896797).  

Cirrus Logic, Inc.  

Cirrus Logic develops high-precision, analog and mixed-signal integrated circuits for a broad range of innovative customers. Building on its 
diverse analog and signal-processing patent portfolio, Cirrus Logic delivers highly optimized products for a variety of audio, industrial and 
energy-related applications. The company operates from headquarters in Austin, Texas, with offices in the United States, United Kingdom, 
Europe, Japan and Asia. More information about Cirrus Logic is available at www.cirrus.com .  



Use of non-GAAP Financial Information  

To supplement Cirrus Logic's financial statements presented on a GAAP basis, Cirrus has provided non-GAAP financial information, including 
gross margins, operating expenses, net income, operating profit and diluted earnings per share. A reconciliation of the adjustments to GAAP 
results is included in the tables below. Non-GAAP financial information is not meant as a substitute for GAAP results, but is included because 
management believes such information is useful to our investors for informational and comparative purposes. In addition, certain non-GAAP 
financial information is used internally by management to evaluate and manage the company. The non-GAAP financial information used by 
Cirrus Logic may differ from that used by other companies. These non-GAAP measures should be considered in addition to, and not as a 
substitute for, the results prepared in accordance with GAAP.  

Safe Harbor Statement  

Except for historical information contained herein, the matters set forth in this news release contain forward-looking statements, including our 
estimates of third quarter fiscal year 2015 revenue, gross margin, combined research and development and selling, general and administrative 
expense levels, share-based compensation expense, amortization of acquired intangibles and acquisition related costs associated with the fair 
value write up of acquired inventory. In some cases, forward-looking statements are identified by words such as “expect,” “anticipate,” 
“target,” “project,” “believe,” “goals,” “opportuni ty,” “estimates,” “intend,” and variations of these types of words and similar expressions. 
In addition, any statements that refer to our plans, expectations, strategies or other characterizations of future events or circumstances are 
forward-looking statements. These forward-looking statements are based on our current expectations, estimates and assumptions and are 
subject to certain risks and uncertainties that could cause actual results to differ materially. These risks and uncertainties include, but are not 
limited to, the following: the level of orders and shipments during the third quarter of fiscal year 2015, as well as customer cancellations of 
orders, or the failure to place orders consistent with forecasts; and the risk factors listed in our Form 10-K for the year ended March 29, 2014, 
and in our other filings with the Securities and Exchange Commission, which are available at www.sec.gov . The foregoing information 
concerning our business outlook represents our outlook as of the date of this news release, and we undertake no obligation to update or revise 
any forward-looking statements, whether as a result of new developments or otherwise.  

Cirrus Logic, Cirrus and Wolfson are registered trademarks of Cirrus Logic, Inc. or its subsidiaries. All other company or product names noted 
herein may be trademarks of their respective holders.  



Summary financial data follows:  

                    
CIRRUS LOGIC, INC. 

CONSOLIDATED CONDENSED STATEMENT OF OPERATIONS 
(unaudited) 

(in thousands, except per share data) 
  

Three Months Ended Six Months Ended 
  

Sep. 27, Jun. 28, Sep. 28, Sep. 27, Sep. 28, 
2014 2014 2013 2014 2013 

Q2'15 Q1'15 Q2'14 Q2'15 Q2'14 
Portable audio products $ 163,563 $ 112,570 $ 150,949 $ 276,132 $ 267,556 
Non-portable audio and other products   46,651     39,995     39,722     86,647     78,240   

Net sales   210,214     152,565     190,671     362,779     345,796   
Cost of sales   109,647     77,190     91,223     186,837     166,850   

Gross profit 100,567 75,375 99,448 175,942 178,946 
Gross margin 47.8 % 49.4 % 52.2 % 48.5 % 51.7 % 

  
Research and development 44,557 39,777 29,722 84,334 58,252 
Selling, general and administrative 21,545 19,683 19,215 41,228 38,413 
Restructuring and other 1,455 - (154 ) 1,455 (584 ) 
Acquisition related costs 14,937 - - 14,937 -
Patent infringement settlements, net   -     -     -    -    695   

Total operating expenses   82,494     59,460     48,783     141,954     96,776   

  
Operating income 18,073 15,915 50,665 33,988 82,170 

  
Interest income (expense), net (2,670 ) (467 ) 201 (3,137 ) 359 
Other income (expense), net   (11,994 )   501     (38 )   (11,493 )   (55 ) 

Income before income taxes 3,409 15,949 50,828 19,358 82,474 
Provision for income taxes   2,557     5,701     17,461     8,258     28,465   

Net income $ 852   $ 10,248   $ 33,367   $ 11,100   $ 54,009   

  
Basic earnings per share: $ 0.01 $ 0.17 $ 0.53 $ 0.18 $ 0.85 
Diluted earnings per share: $ 0.01 $ 0.16 $ 0.50 $ 0.17 $ 0.82 

  
Weighted average common shares outstanding: 

Basic 62,241 62,032 63,217 62,137 63,329 
Diluted 65,085 64,688 66,125 64,892 66,203 

  
Prepared in accordance with Generally Accepted Accounting Principles 



                    
CIRRUS LOGIC, INC. 

RECONCILIATION BETWEEN GAAP AND NON-GAAP FINANCIAL INFORMATION 
(unaudited, in thousands, except per share data) 

(not prepared in accordance with GAAP) 
  

Non-GAAP financial information is not meant as a substitute for GAAP results, but is included because management believes such information is useful to our investors for 
informational and comparative purposes. In addition, certain non-GAAP financial information is used internally by management to evaluate and manage the company. As a note, 
the non-GAAP financial information used by Cirrus Logic may differ from that used by other companies. These non-GAAP measures should be considered in addition to, and not as 
a substitute for, the results prepared in accordance with GAAP. 

  
  
  

Three Months Ended Six Months Ended 
  

Sep. 27, Jun. 28, Sep. 28, Sep. 27, Sep. 28, 
2014 2014 2013 2014 2013 

Net Income Reconciliation Q2'15 Q1'15 Q2'14 Q2'15 Q2'14 
GAAP Net Income $ 852 $ 10,248 $ 33,367 $ 11,100 $ 54,009 
Amortization of acquisition intangibles 2,524 246 - 2,770 -
Stock based compensation expense 6,496 5,622 5,739 12,118 11,513 
Provision for litigation expenses and settlements - - - - 695 
Restructuring and other costs, net 1,455 - (154 ) 1,455 (584 ) 
Wolfson acquisition items 30,875 2,304 - 33,179 -
Provision for income taxes   1,764     5,226     16,378     6,990     26,539   

Non-GAAP Net Income $ 43,966   $ 23,646   $ 55,330   $ 67,612   $ 92,172   

  
Earnings Per Share Reconciliation 
GAAP Diluted earnings per share $ 0.01 $ 0.16 $ 0.50 $ 0.17 $ 0.82 
Effect of Amortization of acquisition intangibles 0.04 - - 0.04 -
Effect of Stock based compensation expense 0.10 0.09 0.09 0.19 0.17 
Effect of Provision for litigation expenses and settlements - - - - 0.01 
Effect of Restructuring and other costs, net 0.03 - - 0.02 (0.01 ) 
Effect of Wolfson acquisition items 0.47 0.04 - 0.51 -
Effect of Provision for income taxes 0.03 0.08 0.25 0.11 0.40 

          

Non-GAAP Diluted earnings per share $ 0.68   $ 0.37   $ 0.84   $ 1.04   $ 1.39   

  
Operating Income Reconciliation 
GAAP Operating Income $ 18,073 $ 15,915 $ 50,665 $ 33,988 $ 82,170 
GAAP Operating Profit 9 % 10 % 27 % 9 % 24 % 
Amortization of acquisition intangibles 2,524 246 - 2,770 -
Stock compensation expense - COGS 253 231 239 484 245 
Stock compensation expense - R&D 2,781 2,543 2,158 5,324 5,012 
Stock compensation expense - SG&A 3,462 2,848 3,342 6,310 6,256 
Provision for litigation expenses and settlements - - - - 695 
Restructuring and other costs, net 1,455 - (154 ) 1,455 (584 ) 
Wolfson acquisition items   16,547     2,192     -    18,739     -  

Non-GAAP Operating Income $ 45,095   $ 23,975   $ 56,250   $ 69,070   $ 93,794   

Non-GAAP Operating Profit 21 % 16 % 30 % 19 % 27 % 
  

Operating Expense Reconciliation 
GAAP Operating Expenses $ 82,494 $ 59,460 $ 48,783 $ 141,954 $ 96,776 
Amortization of acquisition intangibles (2,524 ) (246 ) - (2,770 ) -
Stock compensation expense - R&D (2,781 ) (2,543 ) (2,158 ) (5,324 ) (5,012 ) 
Stock compensation expense - SG&A (3,462 ) (2,848 ) (3,342 ) (6,310 ) (6,256 ) 
Provision for litigation expenses and settlements - - - - (695 ) 
Restructuring and other costs, net (1,455 ) - 154 (1,455 ) 584 
Wolfson acquisition items   (14,937 )   (2,192 )   -    (17,129 )   -  

Non-GAAP Operating Expenses $ 57,335   $ 51,631   $ 43,437   $ 108,966   $ 85,397   

  
Gross Margin/Profit Reconciliation 
GAAP Gross Margin $ 100,567 $ 75,375 $ 99,448 $ 175,942 $ 178,946 
GAAP Gross Profit 47.8 % 49.4 % 52.2 % 48.5 % 51.7 % 
Wolfson acquisition items 1,610 - - 1,610 -
Stock compensation expense - COGS   253     231     239     484     245   

Non-GAAP Gross Margin $ 102,430   $ 75,606   $ 99,687   $ 178,036   $ 179,191   

Non-GAAP Gross Profit 48.7 % 49.6 % 52.3 % 49.1 % 51.8 % 



CONTACT:  
Cirrus Logic, Inc.  
Investor Contact:  
Thurman K. Case, 512-851-4125  
Chief Financial Officer  
Investor.Relations@cirrus.com  

        
CIRRUS LOGIC, INC. 

CONSOLIDATED CONDENSED BALANCE SHEET 
(in thousands) 

Sep. 27, Mar. 29, Sep. 28, 
2014 2014 2013 

(unaudited) (unaudited) 
ASSETS 
Current assets 

Cash and cash equivalents $ 48,214 $ 31,850 $ 68,886 
Marketable securities 85,796 263,417 199,423 
Accounts receivable, net 126,161 63,220 97,640 
Inventories 121,169 69,743 91,247 
Deferred tax assets 16,435 22,024 38,398 
Other current assets   29,089     25,079     23,978   

Total current assets 426,864 475,333 519,572 
  

Long-term marketable securities 9,228 89,243 40,254 
Property and equipment, net 133,458 103,650 101,885 
Intangibles, net 187,030 11,999 4,734 
Goodwill 265,410 16,367 6,027 
Deferred tax assets 24,998 25,065 16,638 
Other assets   17,658     3,087     10,051   

Total assets $ 1,064,646   $ 724,744   $ 699,161   

  
LIABILITIES AND STOCKHOLDERS' EQUITY 
Current liabilities 

Accounts payable $ 81,549 $ 51,932 $ 56,868 
Accrued salaries and benefits 17,706 13,388 16,894 
Other accrued liabilities 34,946 11,572 6,313 
Deferred income   5,218     5,631     4,858   

Total current liabilities 139,419 82,523 84,933 
  

Other long-term liabilities 25,376 4,863 11,231 
Long-term debt 226,439 - -

  
Stockholders' equity: 

Capital stock 1,104,379 1,078,878 1,055,256 
Accumulated deficit (430,144 ) (440,634 ) (451,532 ) 
Accumulated other comprehensive loss   (823 )   (886 )   (727 ) 

Total stockholders' equity   673,412     637,358     602,997   

Total liabilities and stockholders' equity $ 1,064,646   $ 724,744   $ 699,161   

  
Prepared in accordance with Generally Accepted Accounting Principles 
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October 29, 2014 Dear Shareholders, Q2 was an outstanding quarter for Cirrus Logic as we delivered revenue of $210.2  mil lion , which included approximately five weeks of contribution from Wolfson  Microelectronics. On  a s tandalone basis, Cirrus Logic’ s revenue exceeded expectat ions, increasing 29 percent quarter over quarter and  three percen t year over year to $197.2 mill ion, as strong demand for portable audio  products was fueled by  shipments ramping in several new flagship smartphones. T he September quarter was very productive as we b roadened bo th our custom and general-market product portfolios with both  the US and UK teams tap ing ou t several  new devices in advanced geometries targeting the audio and voice markets . We were pleased  to close the Wolfson Microelectron ics transact ion on Aug. 21. The strategic rationale for the acquisit ion was primari ly driven  by the fundamental value of Wolfson’s  technology, ski lled engineering  teams, and the potential  for the combined  company to capi talize on additional  opportunities . The acqu isit ion accelerates Cirrus Logic’ s strategic roadmap; further strengthens our techno logy portfolio  with the addition  



 



of MEMS microphones, advanced DSP technology , and extensive software capab ili ties, particularly in the Android ecosystem; and  expands our development capaci ty and customer base. As a premier suppl ier of IC solutions that span the complete audio signal chain  from capture to playback, Cirrus Log ic is now wel l pos itioned as a market leader with a broad port fol io of custom-and general-market products shipping in  many t ier-one flagsh ip devices today, including five o f the top ten  global smartphone OE Ms. We believe as the value placed on audio and  voice technology continues to increase there is an opportuni ty to  drive revenue g rowth over the next several years th rough the add ition of new customers and  expanding con tent with exist ing customers. Revenue and  Gross Margins Revenue for the second quarter was $210.2 mill ion, including $13  mil lion  from the acquisi tion  of Wo lfson. On  a s tandalone basis, Cirrus Logic’ s revenue increased 29 percent sequentially and three percent year over year to  $197.2 mil lion, as we experienced strong demand for ou r custom portable audio p roducts. As an ticipated, the previously mentioned year-over-year revenue headwinds associated with  the change in ou r portable audio p ricing structure are largely behind  us as we have transit ioned to a different product mix . While revenue from the Wolfson acqu isit ion only contributed five weeks of sales to the combined results in  Q2, for the full quarter 
they generated total  revenue of $28.8 million. Our largest customer contributed approximately 73 percent o f total revenue in Q2.  Our relat ionsh ip with this customer remains outstanding with design  activity  continuing on various products. Whi le we understand there is  intense interest in this   



 



customer,  in accordance with  our pol icy, we do not discuss specifics about our bus iness relationship . As a combined  company, we derive the vast majority of our revenue from the audio  market; therefore, going forward we are adjust ing how we identify  revenue to better reflect our sales by product lines. Beginn ing this quarter, revenue will  be designated as Portable Audio Products, wh ich includes devices selling in to such end  applications as tablets  and smartphones. The remainder of the revenue will  be defined  as Non-Portab le Audio  and  Other Products, which target high-end home entertainment, au tomotive, energy, industrial  and various general markets. In  the September quarter, revenue generated by  the combined company cons isted o f approx imately 78 percent of Portable Audio Products  and  22 percent of Non-Portable Audio  and Other Products. In the December quarter we expect revenue to range from $265  mil lion  to $285 mi llion, represent ing g rowth on  both a quarter-over-quarter and a year-over-year basis. This guidance reflects reduced revenue expectations for general-market portable products  selling into high-end  Android  applications. Sales into  this application have been  negat ively impacted by a variety o f market factors over the past several quarters, and  as a resul t, we have lowered  our out look for Wolfson revenue in Q3. However, on a s tandalone basis , Cirrus Logic’ s revenue outlook is exceeding prior expectations and 
contributing to year over year revenue growth for FY15. GAAP gross margins for the September quarter, including Wo lfson, were 47.8 percen t and non-GAAP gross margins were 48.7 percent. GAAP gross marg ins reflect  a seasonal ly higher mix  of portable products and costs  related to the accounting requirements associated  with the fair value wri te up of acquired inven tory. We expect these charges to also affect Q3,  but to be largely behind us by the end of the quarter. In the December quarter,  we expect GAAP gross marg in to range from 42 percent to 44  percent, wh ich includes an  impact of approximately 200 basis  points due to acqu ired  invento ry   



 



accoun ting  charges. Gross margin guidance also reflects  a product mix more in-l ine with  our long-term model in the mid-40 percent range. Operat ing Profit and Cash Operat ing pro fi t in  the September quarter, including the contribution from the acquis ition of Wolfson , was nine percent GAAP and  21 percent non-GAAP. Operat ing expenses on a GAAP bas is were $82.5 mill ion and $57.3 mill ion non-GAAP. GAAP operating expenses include approximately  $6.5 mill ion in share-based compensation  and roughly $18.7  mil lion in costs associated with the acquisition of Wolfson. In the December quarter R&D and SG&A expenses should range from $86 mill ion to $90  mil lion , includ ing $9  mil lion in share-based compensation and $7  mil lion  in amort izat ion of acquired in tangibles. Our total  headcount exit ing Q2 was 1,099, which includes the addit ion of 381 Wolfson employees. A key  consideration  in the acquisition of Wolfson was the abil ity of the combined  company to  aggress ively target a s ignificant number of meaning ful  opportunit ies in the audio and voice market that we believe wi ll fuel futu re revenue growth and d iversification . Since the acquisition closed in August, our eng ineering and technical marketing teams have d iligent ly evaluated and al igned our s trateg ic roadmaps. Consequently, we are increasing investment in  several critical p ro jects being developed by our UK teams, including  next  



 



generat ion smart  codecs,  which we believe wil l enable the company  to deliver innovative solu tions across a broader range of key customers and  markets. Operating  expense guidance fo r the December quarter includes costs associated with design tools and  contract resources needed to expedite these projects. As a resul t of our decision to  accelerate R&D investment and our adjusted expectat ions fo r sales of general market portable products , we do not an ticipate the Wolfson acquisi tion  to be accretive in the December quarter. However, longer-term, we cont inue to expect to see improvements in operat ing efficiencies and profitabil ity  as these product l ines benefit from Cirrus Logic’ s supply chain and eng ineering processes. Furthermore, we remain  on track to meet our ongo ing annual savings goal for the acquisi tion. The ending  cash balance in  the September quarter was $143 mi llion, down from the prio r quarter as a portion of ou r cash was ut ilized to finance the acqu isit ion o f Wolfson. As o f Q2 , the company’s  balance sheet reflects $226  mil lion  in debt associated with funding the acquisi tion . Interest expense related to th is debt is expected to  range from $1 mil lion to $1.5 mi llion per quarter for FY15. T axes Our G AAP tax expense during the quarter was $2 .6 mi llion, which included $1.8 mi llion of non-cash charges associated with our deferred tax asset and  other tax credi ts. A t this time, we an ticipate our effective quarterly  cash tax  rate 
to be less than fou r percen t for the remainder of the fiscal year.  Our U.S.  deferred tax  assets and other tax credits should be largely dep leted by the end  of FY15 . We ant icipate paying  an  annual worldwide tax rate of approximately  30 percent in FY16, with the rate being higher in  the first hal f o f the fiscal  year. Moving  fo rward, we expect a growing portion  of our revenue and income wil l be generated offshore, accord ingly, our worldwide effect ive tax rate has the po tential to be further reduced in  FY17 and beyond .  



 



We are exci ted to  have closed the acquisi tion  of Wolfson during the quarter. Th is acquisi tion accelerates Cirrus Logic’ s strategic roadmap and s trengthens our technology portfolio with the addition  of MEMS microphones, extens ive software infrastructure and proven smart codec technology. The comb ined company is leveraging our unparal leled expert ise in  analog and mixed-signal technology , comprehensive software capabi lit ies and world-class eng ineering teams to drive cont inued innovation in the rapidly changing audio  market. With  a b road portfolio of products,  including ampl ifiers, codecs, DSPs and MEMS microphones, Cirrus Log ic is curren tly the only  IC company with a so lution that encompasses the complete audio  signal chain  from capture to playback. Cirrus Log ic and Wolfson’ s product development approach and our vision  of the audio market are very complementary.  On a standalone bas is, Cirrus Log ic has his torical ly dedicated a large portion of our engineering  resources to the rapid development o f custom s ilicon  products, while Wolfson has largely focused on  general market p roducts for Android platforms where they can prov ide added differentiat ion v ia embedded software algorithms. Both  companies have been successful engaging tier-one customers but have been limited by engineering resource constraints and scale in effo rts to meaningfully address addit ional opportun ities. As a combined company, we are 
maximizing  our engineering experience and  resources to target ini tiatives we view as cri tical for fu ture growth. We have a robust product roadmap that spans the complete audio signal chain and wou ld like to highlight three of ou r key investment areas: smart codecs, MEMS microphones and  software. Smart codecs in tegrate the funct ionali ty of several  discrete audio components , includ ing codecs, audio and voice DSP's, and class-D amp lifiers, in to one component with comp lex dig ital signal processing capabi lit ies and programmable DSP. This integ ration great ly reduces the amount of board space requ ired  fo r the audio subsystem and lowers the total b ill  of materials for customers. As a result o f these benefits combined with  the  



 



processing  capabil ities , enab le the company to command higher ASPs fo r smart codecs compared to individual components. The company is  shipp ing smart  codecs in flagship devices today  and we are heavily investing in  next generat ion p roducts with increased  performance and functional ity that target both high-end and mid-tier devices across numerous app lications. Through the acquisi tion  of Wolfson, we gained  MEMS microphone technology, which  is an integral  component of our strategic roadmap and  signi ficant ly broadens our served availab le market as two to three microphones are typ ical ly connected to  a codec in  each device. While we are shipping microphones today in several devices, we expect to target add itional  opportunit ies going forward where our microphones are des igned in  tandem with our smart  codecs to enable the chipset to del iver enhanced performance and features. We are also ramping our investment in software, as we believe it  is essent ial to deliver a complete, best-in-class hardware and software solution to our customers. The combinat ion offers  flex ible so lutions that provide compelling features to consumers across a variety o f use cases. We have seen a notable transformation in mobi le devices over the past few years as they have transit ioned from a tool used for basic communicat ions to a soph isticated device used  for creat ing, sharing and consuming  multimedia con tent. As this  market evolves and new 
product categories emerge, OEMs are increas ingly looking to di fferent iate their products with  features and functions that enab le a compelling and consistent aud io and vo ice user experience.  This interest is  fuel ing demand fo r ultra low power, smaller, smarter and more comp lex analog and mixed signal processing products , which aligns well with Cirrus Logic’s core competencies. St ill  in the early stages of development, the proli feration  of voice is expand ing beyond mobile devices and gain ing traction across many product categories includ ing wearables, headphones and accessories. While there has been concern  about slowing  sales in high-end smartphones, we believe audio and voice wi ll cont inue to  drive growth  as more manufacturers push penetration  of these features into mid and lower t ier devices. Addit ionally, we believe these same features and technologies wil l be increas ingly appeal ing in other markets such as automotive and wearables. At this t ime we do not expect wearables to contribute meaningful ly to  near-term revenue. However, longer  



 



term we believe our abi lity to p rov ide comprehensive hardware and  software solutions across the aud io signal chain g ives Cirrus Logic a significant advantage. We are extremely pleased  to be recognized in Fortune magazine, for the fourth year in a row, by the Great Places to Work® Inst itu te as one of the top 10 employers on the 2014 50 Best Smal l and Med ium Workp laces in America.  Cirrus L ogic has focused on  developing  a corporate culture that encourages innovat ion, creat ivity and timely execution, while fos tering an environment of in tegrity, trust and camaraderie. We believe th is un ique culture is a crit ical  element in to retaining motivated emp loyees and attracting  talented engineers, who  will strengthen our workforce, deliver best-in-class audio  solut ions and contribute to the company’ s long-term success. Summary and Guidance For the December quarter we expect the fol lowing resu lts:  • Revenue to  range between $265 mi llion and $285 mi llion; • GAAP gross marg in to be between 42 percent and 44 percent, which includes roughly 200 basis points of costs  associated with the fair value write up of acquired inventory;  and • Combined R&D and  SG&A expenses to  range between $86  mil lion and $90 mill ion,  including approximately $9  mil lion in share-based compensation expense and $ 7  mil lion  in amort izat ion of acquired in tangibles. In summary, Q2 was a great quarter for Cirrus Logic as we del ivered s trong sequen tial 
revenue g rowth and closed  the acquisi tion  of Wo lfson. With a broad range of solut ions spanning the audio signal chain from cap ture to playback, an innovative strategic  



 



roadmap and a commitment to accelerating R&D investment in compell ing programs we believe we are well posit ioned to drive future growth  opportunities . Sincerely, Jason Rhode Thurman Case President and Ch ief Execut ive Officer Chief Financial Officer Conference Call  Q&A Session Cirrus Logic wi ll host a live Q&A sess ion at 5  p.m. E DT today to answer questions related to i ts financial resul ts and business outlook. Participants  may listen to the conference call  on the Cirrus Logic website. Participants who wou ld l ike to submit a question to  be addressed  during the call  are requested to  emai l investor.relations@cirrus.com. A rep lay of the webcast can  be accessed on the Cirrus L ogic website approximately  two hours following i ts comp letion , or by calling (404) 537-3406, o r toll-free at (855) 859- 2056  (Access Code: 13896797). Use o f Non-GAAP Financial Information This shareholder letter and i ts attachments include references to non-GAAP financial  information, including gross margins, operating  expenses, net income, operat ing p ro fi t and di luted earn ings per share. A reconci liation of the adjustments to  GAAP resul ts is included  in the tab les below. Non-GAAP financial information is not meant as a substi tute for GAAP resu lts,  but is included because management believes such information  is useful   



  



to our investors for in formationa l and  comparat ive purposes.  In  addit ion,  certain non--‐ GAAP financial information  is used  internally by management to evalua te and manage the company. As a note, the non--‐GAAP financial  info rmation used by Cirrus Logic may di ffer f rom that used by o ther compan ies. These non--‐GAAP measures should be cons idered in addit ion to, and  not as a substi tute for, the resu lts prepared in accordance with GAAP.  Safe Harbor Statement Except fo r his torica l information contained herein , the matters set forth  in this news release contain forward--‐looking s tatements , includ ing our future growth  expectations and our  estimates of third quarter fiscal  year 2015 revenue, gross marg in, combined  research and development and sel ling , general and administrative expense levels, share--‐based compensat ion expense, amort izat ion o f acquired intangib les and acquisi tion related costs associated with  the fair value write up  of acquired inventory.  In  some cases, fo rward--‐looking statements a re identi fied by words such as “expect,” “anticipate,” “target,” “project,” “believe,”  “goals ,” “opportunity,” “est imates,” “intend ,” and varia tions of these types of words and s imilar expressions. In add ition, any statements that refer  to ou r plans, expecta tions, strategies o r other characteriza tions of future events or  circumstances a re forward--‐looking sta tements. These forward--‐looking sta tements are based  on our 

current expectations, est imates and assumptions and are sub ject to certain risks and uncertaint ies tha t could  cause actual results to d iffer m aterial ly. These r isks and  uncer tainties include, but are not limited to, the level  of orders and  shipments dur ing the third quar ter fisca l year 2015 , as wel l as  customer cancellat ions of orders, or  the fai lure to place orders  consis tent with forecasts ; and the r isk factors listed in  our Form 10--‐K for the year ended March 29, 2014 , and in our  other f ilings with  the Securities and E xchange Commission , which  are available at www.sec.gov. The foregoing information  concerning our business ou tlook represents our  outlook as of  the date of th is news release, and  we undertake no obl igation to upda te or revise any fo rward--‐looking s tatements,  whether as a resu lt of  new developments  or otherwise. Cirrus Logic, Cirrus and Wolfson are registered trademarks of Cirrus Log ic, Inc. or its subsidiaries. All  other company o r p roduct names no ted herein may be trademarks of their respective holders. Summary financial data fol lows:  



 



CIRRUS LOGIC,  INC. CONSOLIDATED CONDENSED STATEMENT OF OPERAT IONS (unaudited) (in thousands, except per share data) T hree Months E nded Six Months Ended Net sales 210,214 152,565 190,671 362 ,779 345,796 Cost of sales 109 ,647 77 ,190 91 ,223 186,837 166,850  Gross p rofi t 100,567 75,375 99 ,448 175,942 178,946   Gross margin 47.8% 49.4% 52.2% 48.5% 51.7%  Research  and development 44,557 39,777 29,722 84,334 58,252  Sel ling, general and  administrative 21 ,545 19,683 19,215 41,228 38,413  Restructu ring and other 1 ,455 - (154) 1 ,455 (584)  Acqu isit ion related costs 14,937 - - 14,937  -  Patent infringement settlements, net - - - - 695  T otal operating  expenses 82,494 59,460 48,783 141 ,954 96 ,776 Operating  income 18 ,073 15 ,915 50 ,665 33,988 82,170 Interest income (expense),  net (2,670) (467) 201 (3,137) 359 Other income (expense), net (11,994) 501 (38) (11,493) (55 ) Income before income taxes 3 ,409 15,949 50,828 19,358 82,474 Provision for income taxes 2,557 5,701 17,461 8,258  28,465  Net income $  852 $ 10,248 $ 33,367 $ 11,100 $ 54,009 Basic earnings per share: $ 0.01 $ 0.17 $ 0.53 $ 0.18 $ 0.85 Dilu ted earnings per share: $ 0.01 $ 0.16 $ 0.50 $ 0.17 $ 0.82 Weighted average common shares ou tstanding:  Basic 62,241 62 ,032 63 ,217 62 ,137 63 ,329  Di luted 65,085 64,688  66,125  64,892  66,203  Prepared in accordance with G enerally Accepted Accounting Principles  



  



CIRRUS LOGIC,  INC. RECONCILIATION BETWEEN GAAP AND NON-GAAP FINANCIAL INFORMATION (unaudited , in thousands, except per share data) Non-GAAP financial  information is  not meant as a subst itute for GAAP results, but is included because management believes such  information is  usefu l to our investors for informational and comparative purposes. In addit ion,  certain non-GAAP financial information is used internally by management to evaluate and manage the company. As a no te, the non-GAAP financial info rmation used by Cirrus Log ic may di ffer from that used by other compan ies. These non-GAAP measures shou ld be considered in addit ion to, and not as a subst itu te fo r, the resu lts prepared in accordance with GAAP.  Three Months Ended Six Months Ended Provis ion for li tigation expenses and settlements - - - - 695 Restructuring and other costs, net 1,455  - (154) 1,455  (584) Wolfson acquisition items 30,875 2,304 - 33,179 - Prov ision for income taxes 1 ,764 5,226 16,378 6,990 26,539 Non-GAAP Net Income $ 43 ,966 $ 23,646  $ 55,330 $ 67 ,612 $ 92,172 Earnings Per Share Reconci liation GAAP Dilu ted earnings per share $ 0.01  $ 0.16  $ 0.50 $ 0.17 $ 0.82 E ffect of Amortization of acquisi tion  intang ibles 0 .04 - - 0.04 - Effect of Stock  based compensation expense 0.10  0.09 0 .09 0.18 0.17 E ffect of Prov ision fo r litigation  expenses and sett lements - - - - 0.01 Effect of Restructuring and o ther costs, 
net 0.03 - - 0.02 (0.01) Effect of Wolfson  acquisit ion i tems 0.47 0.04  - 0.50 - Effect o f Provis ion for income taxes 0.03 0.08 0.25 0.11  0.40 Non-G AAP Di luted earn ings per share $ 0.68 $ 0.37 $ 0.84 $ 1.02 $ 1.39 Operating Income Reconci liation GAAP Operating Income $ 18 ,073 $ 15,915  $ 50,665 $ 33 ,988 $ 82,170 GAAP Operating  Profit  9% 10% 27% 9% 24% Amort izat ion o f acquisition in tangibles 2,524  246 - 2,770 - Stock compensation expense - COGS 253 231 239 484  245 Stock compensation  expense - R&D 2 ,781 2,543 2,158 5,324 5,012 Stock compensation expense - SG&A 3,462 2,848 3,342 6,310  6,256 Provision for l itigat ion expenses and settlements - - - - 695 Restructuring  and other costs , net 1,455 - (154) 1,455 (584) Wolfson acqu isit ion i tems 16,547 2 ,192 - 18 ,739 - Non-GAAP Operat ing Income $  45,095  $ 23,975 $ 56 ,250 $  69,070  $ 93,794 Non-GAAP Operating Profit 21% 16% 30% 19% 27% Operat ing E xpense Reconciliat ion GAAP Operat ing Expenses $ 82,494 $  59,460  $ 48,783 $ 141,954 $  96,776 Amortization of acquisi tion intang ibles (2,524) (246) - (2,770) - Stock compensation expense - R&D (2,781) (2,543) (2,158) (5,324) (5,012) Stock  compensation expense - SG&A (3,462) (2,848) (3,342) (6,310) (6,256) Provision for li tigation expenses and settlements  - - - - (695) Restructuring and other costs, net (1,455) - 154 (1,455) 584 Wolfson acquisi tion  items (14,937) (2,192) - (17,129) - Non-GAAP 
Operat ing E xpenses $ 57 ,335 $ 51,631 $ 43,437 $ 108,966 $  85,397  Gross Margin/Pro fi t Reconcil iation  GAAP Gross Margin $  100,567 $ 75 ,375 $ 99,448  $ 175,942 $ 178,946 GAAP Gross Profit  47.8% 49.4% 52.2% 48.5% 51 .7% Wolfson acquisition i tems 1,610 - - 1,610  - Stock  compensation expense - COGS 253 231 239 484 245 Non-GAAP Gross Margin $ 102,430 $  75,606  $ 99,687 $ 178,036 $ 179,191 Non-GAAP Gross Profit 48.7% 49.6% 52.3% 49 .1% 51.8%  



 



CIRRUS LOGIC,  INC. CONSOLIDATED CONDENSED BAL ANCE SHEET Sep. 27, Mar. 29, Sep . 28, 2014 2014 2013 (unaudited) (unaudited) ASSETS Current assets  Cash and  cash equ ivalents $ 48,214 $ 31,850 $ 68,886 (in thousands) Marketable securities 85,796 263,417 199,423 Accounts receivable, net 126,161 63,220 97,640 Inven tories 121,169 69,743 91,247 Deferred tax assets 16,435 22,024 38,398 Other current assets 29 ,089 25 ,079 23 ,978  T otal current assets 426,864 475,333  519,572 Long-term marketab le securit ies 9,228 89,243 40,254 Property and equipment, net 133,458 103,650 101 ,885 Intang ibles, net 187,030 11,999 4,734 Goodwill 265,410  16,367  6,027 Deferred tax assets 24,998 25,065 16,638 Other assets 17,658  3,087 10,051  Total assets  $ 1,064,646 $  724,744 $ 699,161 L IABILITIES AND STOCKHOLDERS' E QUITY Curren t liab ilit ies Accounts  payab le $ 81,549 $ 51 ,932 $ 56,868 Accrued salaries and benefits 17,706 13,388 16,894  Other accrued  liabil ities  34,946  11,572 6,313  Deferred income 5,218  5,631 4,858  Total curren t liabi lit ies 139,419 82 ,523 84 ,933 Other long-term liab ili ties 25 ,376 4,863 11,231 Long-term debt 226,439 - - Stockho lders' equi ty: Capital  stock 1,104,379 1,078 ,878 1,055,256  Accumulated deficit (430,144) (440 ,634) (451,532) Accumulated other comprehensive loss (823) (886) (727)  Total stockholders' equity 673,412 637 ,358 602,997  Total l iabili ties and s tockholders' 
equity $ 1,064,646  $ 724,744 $ 699,161  Prepared in accordance with General ly Accep ted Accounting Principles  


