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PART I—FINANCIAL INFORMATION

ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
SYNAPTICS INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(in millions, except par value and share amounts)

(unaudited)
December
31, June 30,
2016 2016
ASSETS
Current Assets:
Cash and cash equivalents $347.2 $352.2
Accounts receivable, net of allowances of $3.8 and $3.7 at December 31, 2016 and
June 30, 2016, respectively 259.7 252.6
Inventories 159.7 146.4
Prepaid expenses and other current assets 38.6 28.9
Total current assets 805.2 780.1
Property and equipment at cost, net of accumulated depreciation of $95.4
and $87.3 at December 31, 2016 and June 30, 2016, respectively 115.1 112.7
Goodwill 206.8 206.8
Acquired intangibles, net 129.1 160.3
Non-current other assets 46.3 40.3

$1,302.5 $1,300.2
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:

Accounts payable $168.7 $172.8
Accrued compensation 33.8 39.9
Income taxes payable 9.4 11.5
Acquisition-related liabilities 8.7 25.5
Other accrued liabilities 93.3 82.3
Current portion of long-term debt 15.0 18.8
Total current liabilities 328.9 350.8
Long-term debt, net of issuance costs 209.7 216.7
Acquisition-related liabilities 5.5 6.2

Deferred tax liabilities 4.2 9.0
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Other long-term liabilities 13.9 12.5
Total liabilities 562.2 595.2
Stockholders' Equity:

Common stock:

$0.001 par value; 120,000,000 shares authorized,

60,129,621 and 59,532,148 shares issued, and 35,301,551 and 35,212,141

shares outstanding, at December 31, 2016 and June 30, 2016, respectively 0.1 0.1
Additional paid-in capital 964.2 928.6
Treasury stock: 24,828,070 and 24,320,007 common treasury shares at

December 31, 2016 and June 30, 2016, respectively, at cost 9173 ) (892.3 )
Accumulated other comprehensive income 1.5 33
Retained earnings 691.8 665.3
Total stockholders' equity 740.3 705.0

$1,302.5 $1,300.2

See accompanying notes to condensed consolidated financial statements (unaudited).
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SYNAPTICS INCORPORATED AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in millions, except per share data)

(unaudited)

Net revenue

Cost of revenue

Gross margin

Operating expenses:

Research and development

Selling, general, and administrative
Acquired intangibles amortization
Change in contingent consideration
Restructuring costs

Total operating expenses
Operating income

Interest and other income/(expense), net

Income before provision for income taxes

Provision for income taxes
Net income

Net income per share:
Basic

Diluted

Shares used in computing net income per share:

Basic
Diluted

See accompanying notes to condensed consolidated financial statements (unaudited).

Three Months
Ended
December 31,
2016 2015
$461.3 $470.5
322.6  305.3
1387 165.2
73.5 78.6
32.3 41.0
2.4 4.6
- 4.3 )
1.7 -
1099 119.9
28.8 45.3
0.6 0.8 )
29.4 44.5
6.6 9.5
$22.8 $35.0
$0.65 $0.96
$0.64 $0.93
35.1 36.4
35.9 37.7

Six Months
Ended
December 31,
2016 2015
$847.5 $940.5
5854 611.5
262.1 329.0
1469 159.1
66.9 81.2
6.9 9.3
- (1.6 )
7.0 1.9
2277 249.9
34.4 79.1
(0.3 (1.6 )
34.1 77.5
7.6 18.7
$26.5 $58.8
$0.76 $1.61
$0.74 $1.55
35.0 36.6
35.7 38.0
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SYNAPTICS INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions)

(unaudited)

Three
Months Six Months
Ended Ended

December 31, December 31,
2016 2015 2016 2015

Net income $22.8 $35.0 $26.5 $58.8
Other comprehensive loss:
Change in unrealized net loss on investments (1.5) (0.7) 1.5) 1.0)

Reclassification from accumulated other comprehensive

income to interest income for accretion of

non-current investments - 0.5) (03) (0.9)
Net current period-other comprehensive loss (1.5) (1.2) (1.8) (1.9)
Comprehensive income $21.3 $33.8 $24.7 $56.9

See accompanying notes to condensed consolidated financial statements (unaudited).
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SYNAPTICS INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)

(unaudited)

Cash flows from operating activities
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Share-based compensation costs
Depreciation and amortization

Acquired intangibles amortization
Accretion and remeasurement of contingent consideration liability
Deferred taxes

Impairment of property and equipment
Non-cash interest

Amortization of debt issuance costs
Impairment recovery on investments
Foreign currency remeasurement loss
Changes in operating assets and liabilities, net of acquisitions:
Accounts receivable, net

Inventories

Prepaid expenses and other current assets
Other assets

Accounts payable

Accrued compensation
Acquisition-related liabilities

Income taxes payable

Other accrued liabilities

Net cash provided by operating activities
Cash flows from investing activities
Proceeds from sales of investments
Purchase of intangible assets

Purchases of property and equipment
Investment in direct financing lease

Net cash used in investing activities
Cash flows from financing activities
Payment of debt

Purchases of treasury stock

Proceeds from issuance of shares
Payment of debt issuance costs

Six Months
Ended
December 31,
2016 2015
$26.5 $58.8
30.2 25.9
16.6 15.5
31.2 37.9

- (1.6 )
5.6 ) 84 )
- 2.4
0.3 ) 09 )
0.6 0.4
(1.9 ) -

0.8 0.7
(7.1 ) 124 )
(13.3) 3.6
(10.8) 2.7
2.5 2.4
2.0 ) 17.7)
59 ) 75
(16.8) 9.6 )
4.6 ) 46 )
12.3 4.2
52.4 106.8
7.5 0.6

- 44 )
(20.3) (15.1 )
(15.8) -
(28.6) (18.9 )
(11.3) (3.8 )
(25.0) (125.0)
13.1 19.5

- 0.3 )



See accompanying notes to condensed consolidated financial statements (unaudited).
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Excess tax benefit from share-based compensation

Payroll taxes for deferred stock and market stock units

Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental disclosures of cash flow information
Cash paid for taxes

Cash refund on taxes

Non-cash investing and financing activities:
Property and equipment received but unpaid

1.0 4.7
@7 ) d12)
(26.9) (116.1)
1.9 ) 03
5.0 ) 279)
3522 3999

$347.2 $372.0

$15.8 $25.8
$9.9 $10.8
$1.8 $3.5
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SYNAPTICS INCORPORATED AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

1. Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared pursuant to the rules
and regulations of the Securities and Exchange Commission, or the SEC, and U.S. generally accepted accounting
principles, or U.S. GAAP. Certain information or footnote disclosures normally included in financial statements
prepared in accordance with U.S. GAAP have been condensed or omitted pursuant to SEC rules and regulations. In
our opinion, the financial statements include all adjustments, which are of a normal and recurring nature and necessary
for the fair presentation of the results of the interim periods presented. The results of operations for the interim periods
are not necessarily indicative of the operating results for the full fiscal year or any future period. These financial
statements should be read in conjunction with the audited consolidated financial statements and related notes included
in our Annual Report on Form 10-K for the fiscal year ended June 25, 2016.

The consolidated financial statements include our financial statements and those of our wholly owned subsidiaries. All
significant intercompany balances and transactions have been eliminated upon consolidation.

Our fiscal year is the 52- or 53-week period ending on the last Saturday in June. Our fiscal 2017 and 2016 years are
52-week periods ending on June 24, 2017 and June 25, 2016, respectively. The quarterly fiscal periods presented in
this report were 13-week periods and 26-week periods for the three and six months ended December 24, 2016 and
December 26, 2015, respectively. For simplicity, the accompanying condensed consolidated financial statements have
been shown as ending on calendar quarter end dates as of and for all periods presented, unless otherwise indicated.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. GAAP requires us to make estimates and
judgments that affect the reported amounts of assets, liabilities, revenue, expenses, and related disclosure of
contingent assets and liabilities. On an ongoing basis, we evaluate our estimates, including those related to revenue
recognition, allowance for doubtful accounts, cost of revenue, inventories, loss on purchase commitments, product
warranty, accrued liabilities, share-based compensation costs, provision for income taxes, deferred income tax asset
valuation allowances, uncertain tax positions, goodwill, intangible assets, investments, contingent consideration
liability and loss contingencies. We base our estimates on historical experience, applicable laws and regulations, and
various other assumptions that we believe to be reasonable under the circumstances, the results of which form the
basis for making judgments about the carrying value of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates under different assumptions or conditions.

Foreign Currency Transactions and Foreign Exchange Contracts
The U.S. dollar is our functional and reporting currency. We remeasure our monetary assets and liabilities not
denominated in the functional currency into U.S. dollar equivalents at the rate of exchange in effect on the balance

sheet date. We measure and record non-monetary balance sheet accounts at the historical rate in effect at the date of

10
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transaction. We remeasure foreign currency expenses at the weighted average exchange rate in the month that the
transaction occurred. Our foreign currency transactions and remeasurement gains and losses are included in selling,
general, and administrative expenses in the condensed consolidated statements of income, and resulted in net losses of
$0.1 million and less than $0.1 million in the three and six months ended December 31, 2016, and net losses of $0.3
million and $2.1 million in the three and six months ended December 31, 2015, respectively.

We enter into foreign currency contracts to manage exposure related to certain foreign currency obligations. The
foreign currency contracts are not designated as hedging instruments and, accordingly, are not subject to hedge
accounting. In fiscal year 2015, we entered into foreign currency forward contracts to purchase Japanese yen, using
U.S. dollars. As of December 31, 2016, we had no outstanding foreign currency forward contracts. In the six months
ended December 31, 2016, and 2015 we recognized net gains of zero and $1.2 million, respectively, on the foreign
currency forward contracts, which are recorded in selling, general, and administrative expenses in the condensed
consolidated statements of income.

Recently Issued Accounting Pronouncements Not Yet Effective

In October 2016, the Financial Accounting Standards Board, or FASB, issued an accounting standard update, or ASU,
on Income Taxes: Intra-Entity Transfers of Assets Other Than Inventory, which reduces the complexity in the
accounting standards by allowing the recognition of current and deferred income taxes for an intra-entity asset

transfer, other than inventory, when the transfer

7
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occurs. Historically, recognition of the income tax consequence was not recognized until the asset was sold to an
outside party. This amendment should be applied on a modified retrospective basis through a cuamulative-effect
adjustment directly to retained earnings as of the beginning of the period of adoption. There are no new disclosure
requirements. This ASU is effective for us beginning in the first quarter of fiscal 2019, and early adoption is
permitted. We are evaluating the impact of this ASU on our condensed consolidated financial statements.

In August 2016, the FASB issued an ASU on Statement of Cash Flows-Classification of Certain Cash Receipts and
Cash Payments. This ASU will be effective for us beginning in the first quarter of fiscal 2019 on a retrospective basis,
and early adoption is permitted. We are evaluating the impact of this ASU on our condensed consolidated statements
of cash flows.

In May 2014, the FASB issued an ASU on Revenue from Contracts with Customers. The ASU will supersede most of
the existing revenue recognition guidance in U.S. GAAP when the new standard becomes effective, and requires
entities to recognize revenue when they transfer promised goods or services to customers in an amount that reflects
the consideration which the entity expects to be entitled to in exchange for those goods or services. The ASU is
effective for us in our fiscal year 2019, with early adoption permitted in the first quarter of fiscal 2018. We are
currently in the process of evaluating the impact of the adoption of the ASU on our condensed consolidated financial
statements and considering additional disclosure requirements. The new standard permits the use of either the
retrospective or cumulative effect transition method. We have not yet selected a transition method or determined the
effect of the standard on our ongoing financial reporting.

In March 2016, the FASB issued an ASU for Compensation-Stock Compensation. This update simplifies several
aspects of the accounting for employee share-based payment transactions including the accounting for income taxes,
forfeitures, and statutory tax withholding requirements, as well as classification in the statement of cash flows. The
ASU will be effective for us beginning in the first quarter of fiscal 2018, with early adoption permitted. We are
evaluating the effects of adoption of this ASU on our condensed consolidated financial statements.

In February 2016, the FASB issued an ASU on Leases. This update requires organizations that lease assets with lease
terms of more than 12 months to recognize assets and liabilities for the rights and obligations created by those leases
on their balance sheets. It also requires new qualitative and quantitative disclosures to help investors and other
financial statement users better understand the amount, timing, and uncertainty of cash flows arising from leases. The
new standard will be effective for us beginning in the first quarter of our fiscal year 2020, with early adoption
permitted. We are evaluating the effects of adoption of this ASU on our condensed consolidated financial statements.

In January 2016, the FASB issued an ASU on Recognition and Measurement of Financial Assets and Financial
Liabilities, which provides guidance for the recognition, measurement, presentation, and disclosure of financial assets
and liabilities. This ASU will be effective for us beginning in our first quarter of fiscal 2019, with early adoption
permitted. We are evaluating the effects of the adoption of this ASU on our condensed consolidated financial
statements.

In July 2015, the FASB issued an ASU that requires an entity to measure inventory at the lower of cost and net
realizable value when the first-in, first-out, or average cost method is used. Net realizable value is the estimated
selling price in the ordinary course of business, less reasonably predictable costs of completion, disposal, and
transportation. The ASU will become effective for us in our first quarter of fiscal 2018, with early adoption
permitted. We are evaluating the effects of the adoption of this ASU on our condensed consolidated financial
statements.

12
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2. Revenue Recognition

We recognize revenue from product sales when there is persuasive evidence that an arrangement exists, delivery has
occurred and title has transferred, the price is fixed or determinable, and collection is reasonably assured. We accrue
for estimated sales returns, incentives, and other allowances at the time we recognize revenue. Our products contain
embedded firmware and software, which together with, or consisting of, our ASIC chip, deliver the essential
functionality of our products and, as such, software revenue recognition guidance is not applicable. Our sales to
distributors are made under agreements that generally do not provide for price adjustments after purchase and revenue
recognition and provide for only limited return rights under product warranty. Revenue on these sales is recognized in
the same manner as sales to our non-distributor customers. When sales rebates and price allowances are applicable
they are estimated and recorded in the period the related revenue is recognized.

13
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3. Net Income Per Share

The computation of basic and diluted net income per share was as follows (in millions, except per share data):

Three
Months Six Months
Ended Ended
December December
31, 31,
2016 2015 2016 2015
Numerator:
Net income $22.8 $35.0 $26.5 $58.8
Denominator:
Shares, basic 35,1 364 350 36.6
Effect of dilutive share-based awards 0.8 1.3 0.7 1.4
Shares, diluted 359 377 357 380
Net income per share:
Basic $0.65 $0.96 $0.76 $1.61
Diluted $0.64 $0.93 $0.74 $1.55

Our basic net income per share amounts for each period presented have been computed using the weighted average
number of shares of common stock outstanding over the period measured. Our diluted net income per share amounts
for each period presented include the weighted average effect of potentially dilutive shares. We use the “treasury stock”
method to determine the dilutive effect of our stock options, deferred stock units, or DSUs, and market stock units, or
MSUs.

Dilutive net income per share amounts do not include the potential weighted average effect of 1,900,374 and 969,730
shares of common stock related to certain share-based awards that were outstanding during the three months ended
December 31, 2016 and 2015, respectively, and 1,586,410 and 717,991 shares of common stock related to certain
share-based awards that were outstanding during the six months ended December 31, 2016 and 2015, respectively.
These share-based awards were not included in the computation of diluted net income per share because their effect
would have been antidilutive.

4. Fair Value

Financial assets measured at fair value on a recurring basis by level within the fair value hierarchy, consisted of the
following (in millions):

December 31, June 30,

2016 2016

Level Level Level Level Level Level
1 2 3 1 2 3

14
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Assets:

Money market funds $3302 $ - $- $319.1 $§ - $-
Auction rate securities - - 1.5 - - 8.6
Total available-for-sale securities $330.2 $ - $1.5 $319.1 $ - $8.6

In our condensed consolidated balance sheets, as of December 31, 2016 and June 30, 2016, money market balances
were included in cash and cash equivalents, and auction rate securities, or ARS investments, were included in
non-current other assets.

The changes in fair value of our Level 3 financial assets as of December 31, 2016 were as follows:

Balance as of June 30, 2016 $8.6
Net unrealized loss (1.5)
Impairment recovery on redeemed investments 1.9
Redemptions (7.5)
Balance as of December 31, 2016 $1.5

There were no transfers in or out of our Level 1, 2, or 3 assets during the three and six months ended December 31,
2016 and 2015.

9
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The fair values of our accounts receivable and accounts payable approximate their carrying values because of the
short-term nature of those instruments. Intangible assets, property and equipment, and goodwill are measured at fair
value on a non-recurring basis if impairment is indicated. The interest rate on our bank debt is variable, which is
subject to change from time to time to reflect a market interest rate; accordingly, the carrying value of our bank debt
approximates fair value.

5. Auction Rate Securities

Our ARS investments, which are included in non-current other assets in the condensed consolidated balance sheets,
have failed to settle in auctions beginning in 2007. These investments are not liquid, and in the event we need to
access these funds, we will not be able to do so without a loss of principal, unless redeemed by the issuers or a future
auction on these investments is successful.

As there are currently no active markets for our various failed ARS investments, we have estimated the fair value of
these investments as of December 31, 2016 using a trinomial discounted cash flow analysis. The analysis considered,
among others, the following factors:

the collateral underlying the security investments;

the creditworthiness of the counterparty;

the timing of expected future cash flows;

the probability of a successful auction in a future period;

the underlying structure of each investment;

the present value of future principal and interest payments discounted at rates considered to reflect current market

conditions;

a consideration of the probabilities of default, a successful future auction, or redemption at par for each period; and

estimates of the recovery rates in the event of default for each investment.
When possible, our failed ARS investments were compared to other observable market data or securities with similar
characteristics. Our estimate of the fair value of our ARS investments could fluctuate from period to period depending
on future market conditions.

We have ARS investments with a fair value of $1.5 million fair value with no maturity date. All of our ARS
investments are below investment grade.

The ARS investments we held as of December 31, 2016, including the original cost basis, other-than-temporary
impairment included in retained earnings, new cost basis, unrealized gain, and fair value, consisted of the following
(in millions):

Original Other-than- New Unrealized Fair
Cost Value
Cost temporary Gain
Basis Basis
Impairment

16
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in Retained

Earnings
Preferred stock $ 5.0 $ (5.0 )$ - $ 15

$1.5

17
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The ARS investments we held as of June 30, 2016, including the original cost basis, other-than-temporary impairment
included in retained earnings, new cost basis, unrealized gain, and fair value, consisted of the following (in millions):

Original

Cost
Basis

Other-than-
temporary

Impairment
in Retained

Earnings
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