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DIALOG SEMICONDUCTOR REPORTS RESULTS FOR THE FOURTH  

QUARTER AND YEAR ENDED 31 DECEMBER 2016 

Dialog reports fourth quarter revenue up 5% on Q3 2016 and strong cash flow generation. 

 

London, UK, February 23, 2017 - Dialog Semiconductor plc (XETRA: DLG), a provider of highly integrated power management, AC/DC, solid state 

lighting and Bluetooth® low energy wireless technology, today reports results for the fourth quarter ended 31 December 2016.  

Q4 and full year 2016 financial highlights 

e Q4 revenue of US$365 million slightly above the mid-point of November guidance. Full year revenue of US$1,198 million. 

e Q4 gross margin at 45.6% and underlying1 gross margin at 46.1%. Full year gross margin at 45.7% and underlying gross margin at 46.3%, in line with the 

November guidance. 

e Q4 operating profit of US$74.2 million and underlying1 operating profit of US$84.5 million. Full year  operating profit of US$309.8 million and underlying 

operating profit of US$221.0 million. 

e All operational business segments profitable on an underlying1 basis for Q4 2016 and the full year. 

e Q4 diluted EPS of US$0.66  and underlying1 diluted EPS of US$0.78. Full year diluted EPS of US$3.25  and underlying diluted EPS of US$2.09 . 

e Q4 cash flow from operating activities of US$88.9 million (Q4 2015: US$109.7 million). US$59.8 million of free cash flow1 generated in Q4 2016, down 6% 

over Q4 2015. US$697 million of cash and cash equivalents, US$130 million above 31 December 2015. 

Subsequent to year end the second tranche of the share buyback programme concluded on 17 February 2017. During the second tranche the Company 

purchased 1,451,048 ordinary shares at an average price of €38.7651. 

 
Q4 and full year 2016 operational highlights 

e Design win momentum for custom Power Management ICs (PMICs) at leading smartphone OEM. 

e Expanded our portfolio of Application Specific Standard Products (ASSP) with next generation Chargers and PMICs. 

e On target with the development of an integrated PMIC targeting new LTE platform for future Asia smartphone business expansion. 

e Rapid Charge™ success for Asia smartphone power adapters, supporting a record year revenue for the Power Conversion business. 

e Gallium Nitride (GaN) product development on track, demonstrating leading power density and efficiency.  

e Built a solid presence in the Bluetooth® low energy market, delivering over 70% year-on-year revenue growth, with our SmartBond™ SoCs. 

e Entered the wireless charging market, with a strategic partnership and US$10 million investment in Energous, a NASDAQ-listed wireless charging 

technology company. Design win momentum for custom Power Management ICs (PMICs) at leading smartphone OEM. 

1) Underlying measures and free cash flow quoted in this Press Release are non-IFRS measures (see page 4). 

 

Commenting on the results, Dialog Chief Executive, Dr Jalal Bagherli, said: 

“We closed out the year with another quarter of strong financial performance and cash flow. Our Mobile Systems business completed the important fourth quarter 

in line with our expectations and our Bluetooth® Low Energy and Power Conversion businesses delivered strong performances. 

Although the full year results reflect a transition year where we faced lower year on year smartphone units I am very proud of the many achievements  and excited 

about the opportunities ahead. We maintained strong financial performance, solid  gross margin and returned cash to our shareholders: the very first time we have 

done so. At the same time, we have remained focused on new areas for growth, making significant strides forward in the development and commercialisation of 

our newest products. All of this underpins my confidence in our prospects in 2017.”  

  

Press release – 23 February 2017 
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Outlook 

Based on our current visibility and typical seasonal trends, we anticipate revenue for Q1 2017 to be in the range of US$255-US$285 million. 

Good business momentum and a pipeline of key product launches, gives us confidence in expecting  2017 to be a year of good revenue growth. As in 

previous years, revenue performance will be strongly weighted towards the second half of the year.  

In line with the revenue performance, we expect gross margin percentage for Q1 2017 and the full year 2017 to be broadly in line with Q4 2016. 

Financial overview 

IFRS Fourth Quarter Full Year 

US$ million 2016 2015  Change 2016 2015  Change 

Revenue 364.7 397.2 -8% 1,197.6 1,355.3 -12% 

Gross Margin 45.6% 45.6% - 45.7% 46.1% -40bps 

R&D %2 16.3% 13.6% +270bps 20.2% 16.5% +370bps 

SG&A %2 8.9% 11.6% -270bps 11.1% 10.6% +50bps 

Other operating income %2 - - - 11.5% - nm 

Operating profit 74.2 81.3 -9% 309.8 259.7 +19% 

Operating margin 20.4% 20.5% -10bps 25.9% 19.2% +670bps 

Net income 52.1 52.6 -1% 258.1 177.3 +46% 

Basic EPS $ 0.69 0.70 -1% 3.43 2.42 +42% 

Diluted EPS $ 0.66 0.67 -1% 3.25 2.29 +42% 

Cash flow from operating activities 88.9 109.7 -19% 248.8 317.7 -22% 

       

Underlying1 Fourth Quarter Full Year 

US$ million 2016 2015 Change 2016 2015  Change 

Revenue 364.7 397.2 -8% 1,197.6 1,355.3 -12% 

Gross margin 46.1% 45.9% +20bps 46.3% 46.7% -40bps 

R&D %2 15.3% 12.7% +260bps 19.0% 15.6% +340bps 

SG&A %2 7.6% 6.8% +80bps 8.9% 7.7% +120bps 

EBITDA 97.8 116.2 -16% 269.7 357.8 -25% 

EBITDA % 26.8% 29.2% -240bps 22.5% 26.4% -390bps 

Operating profit 84.5 105.1 -20% 221.0 317.7 -30% 

Operating margin 23.2% 26.5% -330bps 18.5% 23.4% -490bps 

Net income 61.6 77.6 -21% 165.4 238.4 -31% 

Basic EPS $ 0.82 1.03 -20% 2.20 3.25 -32% 

Diluted EPS $ 0.78 0.98 -20% 2.09 3.02 -31% 

2) R&D, SG&A and other operating income as a percentage of revenue. 

 

Revenue in Q4 2016 was down 8% year on year to US$365 million. Mobile Systems was down 14% year on year and up 7% sequentially. The year-on-year 

revenue decline was due to lower sales volumes, reflecting soft market conditions in the high-end segment of the smartphone market during 2016. Power 

Conversion delivered the fifth consecutive quarter of strong double digit year-on-year growth (+25%) but was down 6% sequentially in line with seasonal 

patterns. Connectivity was up 20% year-on-year and 7% sequentially on the solid performance of Bluetooth® low energy products. Automotive & Industrial 

was up 22% year-on-year and 6% sequentially. 

Q4 2016 gross margin was 45.6%, in line with Q4 2015. Q4 2016 underlying1 gross margin was 46.1%, 20bps above Q4 2015. The resilience of gross margin 

in Q4 2016 and for the full year 2016 is the result of the flexibility of our fabless business model combined with rigorous management of costs and the 

lower value of inventory write-offs.  

OPEX, comprising SG&A and R&D expenses, in Q4 2016 was US$92.2 million, or 25.2% of revenue. Underlying1 OPEX, comprising underlying SG&A and 

R&D expenses, in Q4 2016 was US$83.5 million, or 22.9% of revenue.  

R&D expense in Q4 2016 was up 11% from Q4 2015. As a percentage of revenue, R&D in Q4 2016 was up 270bps year-on-year to 16.3%. On an underlying1 

basis, R&D expense was up 11% from Q4 2015. As a percentage of revenue, underlying1 R&D in Q4 2016 was up 260bps year-on-year to 15.3%. This 
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increase was predominantly the result of the on-going investment in large application-specific customer opportunities as well as in programmes 

supporting new growth areas and the diversification of the business.  

SG&A expense in Q4 2016 was down 30% from Q4 2015. This decrease was predominantly the result of the US$14.7 million of Atmel related  costs 

accounted for in Q4 2015. As a percentage of revenue, SG&A in Q4 2016 was 270bps below Q4 2015. Underlying1 SG&A in Q4 2016 was up 2% over Q4 

2015. As a percentage of revenue, underlying SG&A was 80bps above Q4 2015 to 7.6%. This increase was the result of the slightly higher SG&A costs and 

the lower revenue. 

Operating profit in Q4 2016 was US$74.2 million, down 9% year-on-year as a result of the lower revenue and higher operating expenses. Operating profit 

improved 21% sequentially, mainly as a result of the higher revenue and lower R&D costs in Q4 2016. Operating profit margin in the quarter was 20.4%, 

broadly in line with Q4 2015. Underlying1 operating profit was US$84.5 million, down 20% year-on-year, also as a result of the lower revenue and higher 

operating expenses. Underlying1 operating profit increased 15% sequentially, for the same reasons as operating profit. Underlying1 operating margin in 

the quarter was 23.2%, 330bps below Q4 2015, mostly due to the year-on-year increase in OPEX. 

The effective tax rate in 2016 was 15.4% (2015: 30.4%). The low effective tax rate for 2016 reflects the tax treatment of the Atmel termination fee of 

US$137.3 million.The underlying1 effective tax rate in 2016 was 24.0%, in line with Q3 YTD 2016 (24.0%) and down 100bps year-on-year (2015: 25.0%).  

In Q4 2016, net income was down 1% year-on-year but up 13% over the previous quarter (Q3 2016: US$46.3 million). Underlying1 net income was down 

21% year-on-year but up 12% over the previous quarter (Q3 2016: US$55.5 million).  The year-on-year Q4 net income decline was the result of the lower 

operating profit partially offset by a net gain of US$1.9 million resulting from the fair valuation of the Energous warrants. The Q4 year-on-year decrease in 

underlying1 net income was driven by the movement in underlying1 operating profit. Underlying1 diluted EPS in Q4 2016 was down 20% year-on-year and 

up 10% over the previous quarter (Q3 2016: 71 cents).  

At the end of Q4 2016, our total inventory level was US$105 million, 27% below the previous quarter (or ~48 days), representing a 21-day decrease in our 

days of inventory from the previous quarter. During Q1 2017, we expect inventory value to remain at a similar level to Q4 2016 and days of inventory to 

increase from Q4 2016. 

On 30 December 2016, the first interim settlement of the second tranche of the buyback programme took place. The Company purchased 473,592 

ordinary shares at an average price of €36.8557. Subsequent to year end, on 17 February 2017, the final settlement of the second tranche of the buyback 

programme took place. During the second tranche, the Company purchased 1,451,048 ordinary shares at an average price of €38.7651. The total number 

of shares purchased by the Company under the buy back programme until the 17 February 2017 was 2,783,206 at an average price of €33.6842 and at an 

aggregate total cost of €93,750,060, corresponding to 3.6% of the Company's ordinary share capital. 

At the end of Q4 2016, we had a cash and cash equivalents balance of US$697 million. Cash flow from operating activities in Q4 2016 was US$88.9 million, 

19% below Q4 2015 (Q4 2015: US$109.7 million) as a result of the US$27.2 million income tax paid during the quarter (Q4 2015: US$8.9 million). 

Operational overview 

Our commitment of targeted  investment  into innovative  R&D and IP development remains at the core of our strategy. This  is allowing rapid new 

product introduction and IP re-use demonstrating leading performance over incumbent suppliers. In 2016 we hired over 100 new employees, 82% of 

whom were engineers, taking the global employee base to approximately 1,7703 in 15 countries. During 2016, we continued to expand our design centres 

in North America, Europe and Asia, to take advantage of the opportunities we see for our technology. 

Combining technical excellence with short design cycles, we continue to deliver value to our customers with highly integrated and differentiated 

products. This value underpins the potential for content increase in 2017 and over the medium term. In 2016, the Average Selling Price (ASP) of our main 

products remained broadly in line with 2015 at US$3.15 (2015:US$3.13). In Q4 2016, we also added new custom PMIC design wins for next generation 

models at our largest customer.  

In line with our strategic goals, during 2016 the Mobile Systems Business Group made good progress in expanding its product portfolio of Application 

Specific Standard Products (ASSP) with next generation Chargers ICs and PMICs, targeting smartphones and computing platforms. We expect this to allow 

us to increase our content share in smartphones and tablets for products entering production in 2017. Additionally, Dialog brought its power 

management expertise into adjacent markets such as DSLR cameras, auto-infotainment, TVs, set-top boxes, and WiFi routers. 

The Power Conversion Business Group delivered a record 38% year-on-year revenue performance in 2016. RapidCharge™ solutions for power adapters 

continued to be adopted as a differentiated technology by OEMs in Asia. Through a combination of technology, speed of execution and wide support of 

rapid charge protocols, Dialog has successfully built approximately 70% market share of the rapid charge adapter market for smartphones and tablets. 

Through a focused R&D approach, the Company continued to innovate in charging technologies. In 2016 Dialog entered the Gallium Nitride (GaN) market 

with the launch of its first GaN monolithic integrated device, enabling our customers to market more efficient and smaller travel adapters. This was the 

result of a close cooperation with our foundry partner Taiwan Semiconductor Manufacturing Corporation (TSMC). GaN offers the potential to replace 

incumbent MOSFET technology in many applications with a new power technology, and offers significant TAM expansion for Dialog. 
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During 2016, our Connectivity Business Group shipped over 50 million Bluetooth® low energy SoC units into the Internet of Things (IoT) market. This is a 

strong indication of the value we bring to customers and the continuing adoption of the technology across a wide range of applications. Our strategy 

remains focused on targeted verticals, namely wearables, proximity tags, advanced remote controls, gaming accessories, and augmented reality and 

virtual reality accessories. In support of this: 

e We expanded the SmartBond™ product portfolio with the extended launch of the DA14681 offering high integration and flexibility that provides 

connectivity for re-chargeable devices, including wearables, smart home and other emerging IoT devices. The DA14681 shipped in high volume for 

fitness tracker wearable products, such as Xiaomi’s Mi Band 2. 

e Additionally, in 2016 Dialog launched an OpenThread Sandbox development platform and a second Apple HomeKit development kit, targeting an 

increasing customer base developing innovative applications for the future smarthome. 

In Q4 2016, the Company made a US$10 million investment in Energous Corporation, a Nasdaq-listed wireless charging technology company. As part of 

the agreement, Dialog became the exclusive component supplier of the WattUp ICs while Energous is able to leverage Dialog’s distribution channels  and 

customer relations to accelerate market adoption. 

3) Excluding Dyna-Image employees 

 

 

Non-IFRS measures 

Underlying measures of profitability and free cash flow quoted in this Press Release are non-IFRS measures. Our use of underlying measures and 

reconciliations of the underlying measures to the nearest equivalent IFRS measures for  Q4 2016  and FY 2016 are presented in Section 4 of the FY 2016  

Results Announcement. For ease of reference, we present below reconciliations for the non-IFRS measures quoted in this Press Release:   

Income statement items 

 

FY 2016 

 

 

US$’000 IFRS basis 

Share-based 
compensation 

and related 
payroll taxes 

Amortisation 
of acquired 
intangible 

assets 

Aborted 
merger 

with Atmel 
Effective 
interest 

Strategic 
derivative 

investments 
Underlying 

basis 

Revenue 1,197,611 - - - - - 1,197,611 

Gross profit 546,715 1,120 7,029 - - - 554,864 

SG&A expenses (133,271) 15,826 7,473 3,485 - - (106,487) 

R&D expenses (241,345) 13,570 - - - - (227,775) 

Other operating income 137,708 - - (137,300) - - 408 

Operating profit 309,807 30,516 14,502 (133,815) - - 221,010 

Net finance income/(expense) (4,601) - - 1,913 526 (1,199) (3,361) 

Profit before income taxes 305,206 30,516 14,502 (131,902) 526 (1,199) 217,649 

Income tax expense (47,090) (4,686) (351) (383) (105) 386 (52,229) 

Net income 258,116 25,830 14,151 (132,285) 421 (813) 165,420 
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Q4 2016 

 

US$’000 IFRS basis 

Share-based 

compensation 

and related 

payroll taxes 

Amortisation 

of acquired 

intangible 

assets 

Aborted 

merger 

with Atmel 

Effective 

interest 

Strategic 

derivative 

investments 

Underlying 

basis 

Revenue 364,705 - - - - - 364,705 

Gross profit 166,404 (198) 1,761 - - - 167,967 

SG&A expenses (32,587) 3,073 1,824 95 - - (27,595) 

R&D expenses (59,598) 3,646 - - - - (55,952) 

Other operating income 30 - - - - - 30 

Operating profit 74,249 6,521 3,585 95 - - 84,450 

Net finance income/(expense) 

expense (2,332) - - - 110 (1,199) (3,421) 

Profit before income taxes 71,917 6,521 3,585 95 110 (1,199) 81,029 

Income tax expense (19,774) (307) 298 - (22) 386 (19,419) 

Net income 52,143 6,214 3,883 95 88 (813) 61,610 

 

EBITDA 

US$’000     Q4 2016 FY2016 

Underlying measures      

Net income    61,610 165,420 

Net finance expense    3,421 3,361 

Income tax expense    19,419 52,229 

Depreciation expense    7,284 27,219 

Amortisation expense    6,112 21,452 

EBITDA    97,846 269,681 

 

Free Cash Flow is defined as net income of US$52.1 million (Q4 2015: US$52.6 million), before depreciation of US$7.3 million (Q4 2015: US$6.6 million), 

amortisation of US$9.7 million (Q4 2015: US$8.5 million), minus income from the fair value adjustment of warrants to purchase Energous shares of US$(1.9) 

million (Q4 2015: nil), and net interest (income) expense of US$(0.7) million (Q4 2015: US$1.3 million), plus (minus) the net decrease (increase) in working 

capital of US$20.0 million (Q4 2015: US$15.7 million) and minus capital expenditure of US$26.7 million (Q4 2015: US$21.4 million). 

***** 

Dialog Semiconductor invites you today at 09.30 am (London) / 10.30 am (Frankfurt) to take part in a live conference call and to listen to management's 

discussion of the Company's Q4 and full year 2016 performance, as well as guidance for Q1 2017. Participants will need to register using the link below 

labelled ‘Online Registration’. A full list of dial in numbers will also be available. To register for the webcast and receive dial in numbers, the conference PIN 

and a unique User ID please click on the link below: 

http://members.meetingzone.com/selfregistration/registration.aspx?booking=CF0UvXwvzCW6uthC1SHHmh9MJqajzyHOjXb43Tqu4KE=&b=d58ae4ab-

80e5-47f2-8295-e04d92bbba83 

In parallel to the call, the analyst presentation will be available at: 

http://webcast.openbriefing.com/semiconductor_q4_results_230217/ 

A replay will be posted on the Dialog website four hours after the conclusion of the presentation and will be available at http://www.dialog-

semiconductor.com/investor-relations 

Full release including the Company’s condensed consolidated income statement, consolidated balance sheet, consolidated statements of cash flows and 

selected notes for the year ended 31 December 2016 is available under the investor relations section of the Company’s website at: 

http://www.dialog-semiconductor.com/investor-relations 

Dialog, the Dialog logo, SmartBond™, Rapid Charge™, are registered trademarks of Dialog Semiconductor Plc or its subsidiaries. All other product or service 

names are the property of their respective owners. © Copyright 2017 Dialog Semiconductor. All rights reserved.  
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For further information please contact:  

 

Dialog Semiconductor 

Jose Cano       

Head of Investor Relations      

T: +44 (0)1793 756 961      

jose.cano@diasemi.com 

  

FTI Consulting London 

Matt Dixon 

T: +44 (0)2037 271 137  

matt.dixon@fticonsulting.com 

 

FTI Consulting Frankfurt 

Anja Meusel 

T: +49 (0) 69 9203 7120 

Anja.Meusel@fticonsulting.com 

 

Note to editors 

Dialog Semiconductor provides highly integrated standard (ASSP) and custom (ASIC) mixed-signal integrated circuits (ICs), optimised for smartphone, 

tablet, IoT, LED Solid State Lighting (SSL), and Smart Home applications. Dialog brings decades of experience to the rapid development of ICs while 

providing flexible and dynamic support, world-class innovation and the assurance of dealing with an established business partner. With world-class 

manufacturing partners, Dialog operates a fabless business model and is a socially responsible employer pursuing many programs to benefit the 

employees, community, other stakeholders and the environment we operate in. 

Dialog’s power saving technologies including DC-DC configurable system power management deliver high efficiency and enhance the consumer’s user 

experience by extending battery lifetime and enabling faster charging of their portable devices. Its technology portfolio also includes audio, Bluetooth® 

Low Energy, Rapid Charge™ AC/DC power conversion and multi-touch.  

Dialog Semiconductor plc is headquartered in London with a global sales, R&D and marketing organisation. In 2016, it had US$1.2 billion in revenue and 

approximately 1,770 employees worldwide. The company is listed on the Frankfurt (FWB: DLG) stock exchange (Regulated Market, Prime Standard, ISIN 

GB0059822006) and is a member of the German TecDax index.  

Forward Looking Statements 

This press release contains “forward-looking statements” that reflect management’s current views with respect to future events. The words “anticipate,” 

“believe,” “estimate”, “expect,” “intend,” “may,” “plan,” “project” and “should” and similar expressions identify forward-looking statements. Such statements are 

subject to risks and uncertainties, including, but not limited to: an economic downturn in the semiconductor and telecommunications markets; changes 

in currency exchange rates and interest rates, the timing of customer orders and manufacturing lead times, insufficient, excess or obsolete inventory, the 

impact of competing products and their pricing, political risks in the countries in which we operate or sale and supply constraints. If any of these or other 

risks and uncertainties occur (some of which are described under the heading “Managing risk and uncertainty” in Dialog Semiconductor’s most recent 

Annual Report) or if the assumptions underlying any of these statements prove incorrect, then actual results may be materially different from those 

expressed or implied by such statements. We do not intend or assume any obligation to update any forward-looking statement which speaks only as of 

the date on which it is made, however, any subsequent statement will supersede any previous statement.
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In support of organic growth opportunities, we are investing in the development of innovative and differentiated products, 
as well as expanding our global distribution network and the R&D infrastructure in North America, Europe, and Asia. 
Dialog is a cash generative business with a strong balance sheet. During 2016, the Company returned US$ 60 million of 
cash to our shareholders through our share buyback programme. 

Summary of the Group’s results 

 IFRS basis Underlying basis(1) 

Year ended 31 December 

US$ millions unless stated otherwise 2016 2015 Change 2016 2015 Change 

Revenue3 1,197.6 1,355.3 -12% 1,197.6 1,355.3 -12% 

Gross profit 546.7 624.8 -12% 554.9 632.3 -12% 

Gross margin %3 45.7% 46.1% -40bps 46.3% 46.7% -40bps 

R&D % of revenue 20.2% 16.5% +370bps 19.0% 15.6% +340bps 

SG&A % of revenue 11.1% 10.6% +50bps 8.9% 7.7% +120bps 

EBITDA1,2 n/a n/a n/a 269.7 357.8 -25% 

EBITDA margin %1,2 n/a n/a n/a 22.5% 26.5% -390bps 

Operating profit3 309.8 259.7 +19% 221.0 317.7 -30% 

Operating margin %3 25.9% 19.2% +670bps 18.5% 23.4% -490bps 

Profit before income taxes 305.2 254.8 +20% 217.6 317.6 -31% 

Net income 258.1 177.3 +46% 165.4 238.4 -31% 

Basic EPS (US$) $3.43 2.42 +42% $2.20 3.25 -32% 

Diluted EPS (US$)3 $3.25 2.29 +42% $2.09 3.02 -31% 

Cash flow from operating activities 248.8 317.7 -22% n/a n/a n/a 
       

1 Non-IFRS measures (see explanations and reconciliations to the nearest equivalent IFRS measures in the section entitled “Financial performance measures” on pages 32 to 38. 

2 Prior year underlying EBITDA and EBITDA margin have been recalculated to no longer exclude a loss of US$1.7 million on the disposal of fixed assets (see page 37). 

3 Key performance indicators. 

 

 

Basis of preparation  

Accounting policies 
The Group’s financial statements have been 
prepared in accordance with International 
Financial Reporting Standards (IFRS) as 
adopted by the EU and those parts of the 
Companies Act 2006 that are applicable to 
companies reporting under IFRS. The Group’s 
financial statements also comply with IFRS as 
issued by the International Accounting 
Standards Board. 
 
The Group’s significant accounting policies 
were unchanged compared with 2015. 
 

Non-IFRS measures 
We assess the performance of the Group’s 
businesses using a variety of measures. 
Certain of these measures are non-IFRS 
measures because they exclude amounts 
that are included in, or include amounts that 
are excluded from, the most directly 
comparable measure calculated and 
presented in accordance with IFRS or are 
calculated using financial measures that are 
not calculated in accordance with IFRS. All 

underlying measures of profitability are non-
IFRS measures. 

An explanation of the adjustments made to 
the equivalent IFRS measures in calculating 
the non-IFRS measures and reconciliations of 
the non-IFRS measures to the equivalent IFRS 
measures for each of the periods presented 
are set out in the section entitled ‘‘Financial 
performance measures’’ on pages 32 to 38. 
 
We report non-IFRS measures because they 
provide useful additional information about 
the financial performance of the Group’s 
businesses. We do not regard these non-IFRS 
measures as a substitute for, or superior to, 
the equivalent IFRS measures. Non-IFRS 
measures used by Dialog may not be directly 
comparable with similarly titled measures 
used by other companies. 
 
Strategic investments 

Investment in Energous Corporation 
In November 2016, Dialog entered into a 
strategic alliance with Energous whereby we 

agreed to become the exclusive component 
supplier of its WattUp® integrated circuits. 
 
At the same time as entering into the 
strategic alliance, Dialog paid US$10.0 million 
in cash on subscription for 763,552 common 
shares in Energous and was granted warrants 
to purchase up to 763,552 common shares in 
Energous that are exercisable in full or in part 
on a cashless basis at any time between May 
2017 and November 2019.  

At the end of 2016, Dialog held 
approximately 3.8% of Energous’s issued 
common shares. 

Investment in Dyna Image Corporation 
In June 2015, we acquired a 45.7% 
shareholding in Dyna Image and were 
granted a call option over the shares that we 
do not own that expires in June 2018. Due to 
the existence of the call option, Dyna Image 
is accounted for as a subsidiary and therefore 
its results subsequent to our initial 
investment are included in the Group’s results. 
 

Year ended 31 December 2016 

 Financial review
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In January 2017, we participated in a new 
issue of shares by Dyna Image. We invested 
US$2.0 million, thereby increasing our 
shareholding in the business from 45.7% to 
48.5%. We will account for the increase in our 
shareholding as a transfer within equity 
during the first quarter of 2017. 
 

Aborted merger with Atmel 

In January 2016, Atmel Corporation, Inc. 
terminated the merger agreement that 
existed with Dialog. Under the terms of the 
agreement, Atmel paid us a termination fee 
of US$137.3 million, which we recognised as 
other operating income in the first quarter of 
2016. 
 
During 2016, we incurred related transaction 
costs of US$3.5 million (2015: US$17.6 million) 
and commitment fees of US$1.9 million (2015: 
US$1.2 million) in relation to the US$2.1 
billion borrowing facility that was arranged to 
finance the transaction before the 
cancellation of the facility in January 2016. 

Results of operations 

Analysis by operating segment 

Mobile Systems segment revenue was 
US$923.0 million in 2016 compared with 
US$1,114.5 million in 2015, a decrease of 17%. 
Revenue declined principally due to reduced 
demand for our PMICs resulting from softer 
demand for high-end smart phones. Mobile 
Systems represented 77.1% of the Group’s 
revenue in 2016 (2015: 82.2%).  
 
Mobile Systems’ gross margin was broadly 
unchanged at 47.3% (2015: 47.2%). 
 
Mobile Systems’ operating profit declined by 
30% to US$239.9 million (2015: $341.9 
million). Operating profit declined in 
response to the reduction in revenue and 
also reflected the increase in our R&D 
activities compared with 2015. Operating 
margin declined to 26.0 % (2015: 30.7%), 
principally reflecting the lower contribution 
to fixed costs. 
 
Mobile Systems’ underlying operating profit 
was US$241.5 million in 2016 compared with 
US$343.7 million in 2015. Underlying 
operating margin was also lower at 26.2% in 
2016 (2015: 30.8%). 
 
Mobile Systems’ underlying operating profit 
excludes payroll taxes arising on share-based 

compensation of its employees, which 
amounted to US$1.6 million in 2016 (2015: 
US$1.8 million). 

Automotive & Industrial segment revenue 
was US$30.0 million in 2016 compared with 
US$34.4 million in 2015, a decrease of 13%. 
Revenue declined primarily because of 
reduced demand for traditional industrial 
lighting and certain automotive applications. 
Automotive& Industrial represented 2.5% of 
the Group’s revenue (2015: 2.5%). 
 
Automotive & Industrial’s operating profit 
increased by 9% to US$10.1 million (2015:$9.3 
million) and its operating margin increased to 
33.7% (2015: 27.0%) reflecting tight control 
over costs and more selective investment in 
R&D projects. 
 
Automotive & Industrial’s underlying 
operating profit was US$10.2 million in 2016 
compared with US$9.5 million in 2015. 
Underlying operating margin was also higher 
at 34.0% in 2016 (2015: 27.6%). 
 
Automotive & Industrial’s underlying 
operating profit excludes payroll taxes arising 
on share-based compensation of its 
employees, which amounted to US$0.1 
million in 2016 (2015: US$0.2 million). 
 

Connectivity segment revenue was 
US$118.3 million in 2016 compared with 
US$117.0 million in 2015, an increase of 1%. 
Strong growth in Bluetooth® low energy 
more than offset the expected continuing 
decline in the legacy (DECT) business. 
Connectivity represented 9.9% of the Group’s 
revenue (2015: 8.6%). 
 
Connectivity’s operating profit declined by 37% 
to US$5.3 million in 2016 (2015: US$8.4 
million), with the reduction due largely to 
higher expenditure on R&D projects. 
 
Connectivity’s underlying operating profit 
was US$5.6 million in 2016 compared with 
US$9.3 million in 2015. Underlying operating 
margin was also lower at 4.7% in 2016 
compared with 8.0% in 2015. 
 
Connectivity’s underlying operating profit 
excludes payroll taxes arising on share-based 
compensation of its employees, which 
amounted to US$0.3 million in 2016 (2015: 
US$0.3 million) and, in 2015, additional 
amortisation of US$0.8 million on the fair 

value uplift of intangible assets acquired with 
SiTel BV in 2011. 
 

Power Conversion segment revenue 
increased by 38 % to US$116.8 million in 2016 
compared with US$84.6 million in 2015. 
During 2016, we successfully rolled out our 
Rapid ChargeTM solutions with several Asian 
OEMs, the effect of which significantly 
exceeded the decline in the legacy (AC/DC) 
business. Power Conversion represented 9.8% 
of the Group’s revenue (2015: 6.2%). 
 
Power Conversion incurred an operating loss 
of US$7.5 million in 2016 but this was a 
significant improvement compared with its 
operating loss of US$20.7 million in 2015. 
Power Conversion’s operating result 
improved significantly as the effect on 
profitability of higher sales came to outweigh 
the higher expenses arising from our 
increased investment in R&D and 
manufacturing support activities in the 
second half of 2015. Operating margin 
improved to (6.5)% in 2016 compared with 
(24.4)% in 2015. 
 
Power Conversion delivered an underlying 
operating profit of US$6.1 million in 2016 
compared with an underlying operating loss 
of US$6.6 million in 2015. Underlying 
operating margin also turned round to 5.2% 
in 2016 (2015: (7.8)%). 
 
Power Conversion’s underlying operating 
result excludes payroll taxes arising on share-
based compensation of its employees, which 
amounted to US$0.2 million (2015: US$0.3 
million), additional amortisation of US$13.4 
million (2015: US$13.5 million) on the fair 
value uplift of intangible assets acquired with 
iWatt, Inc. in 2013 and, in 2015, further costs 
of integrating that business of US$0.3 million. 
 

Corporate activities include emerging 
market businesses (principally Dyna Image 
and those involved in the development of 
low cost PMICs for the Chinese consumer 
markets). Corporate’s revenue of US$9.5 
million (2015: US$4.8 million) was attributable 
to Dyna Image, in which we invested in June 
2015. 
 
Corporate activities also include the costs of 
operating central corporate functions, and 
the Group’s share-based compensation 
expense and certain other unallocated costs. 
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Corporate activities showed an operating 
profit of US$62.0 million in 2016 compared 
with an operating loss of US$79.2 million in 
2015.  
 
Corporate activities included the Atmel 
termination fee of US$137.3 million, Atmel 
related transaction costs of US$3.5 million 
(2015: US$17.6 million) and, in 2015, the 
expense of US$3.4 million recognised on the 
settlement of the iWatt contingent 
consideration. Excluding these items, 
Corporate activities incurred an operating 
loss of US$71.8 million in 2016 compared 
with US$58.2 million in 2015. Corporate’s 
operating loss was higher principally due to 
an increase in the Group’s share-based 
compensation expense (which is not 
allocated to operating segments), the scaling 
up of our business support functions and 
advisory fees. 
 
Corporate’s underlying operating result 
additionally excludes the Group’s share-based 
compensation expense of US$28.2 million 
(2015: US$19.2 million), payroll taxes arising 
on share-based compensation of Corporate 
employees of US$0.1 million (2015: US$0.1 
million) and, in 2016, additional amortisation 
of US$1.1 million on the fair value uplift of 
intangible assets acquired with Dyna Image.  
 
Corporate’s underlying operating loss was 
US$42.4 million compared with US$38.3 
million in 2015, an increase of 11%. 
 
Analysis of the Group’s results 

 

Revenue was US$1,197.6 million in 2016 
compared with US$1,355.3 million in 2015, a 
decrease of 12%. Revenue declined 
principally due to reduced demand for our 
PMICs in Mobile Systems though this was 
partially offset by strong revenue growth in 
Power Conversion. Revenue was largely 
unaffected by price movements with the 
average selling price of our main products 
remaining broadly unchanged at US$3.15 in 
2016 compared with US$3.13 in 2015. 
 
Dialog’s revenue, particularly in its Mobile 
Systems segment, is dependent on the 
lifecycle of its customers’ products and the 
seasonal nature of the spending pattern in 
the consumer markets in which they operate. 
As a result, Dialog’s business may fluctuate 
seasonally with lower revenue in the first half 
of the year, since many of its larger consumer-
focused customers tend to have stronger 

sales later in the year as they prepare for the 
major holiday selling seasons. 
 

Cost of sales was US$650.9 million in 2016 
compared with US$730.5 million in 2015, a 
decrease of 11% that principally reflected 
lower sales volumes. 
 

Gross profit was US$546.7 million in 2016 
compared with US$624.8 million in 2015, a 
decrease of 12%. 
 
Gross margin declined by 40 basis points to 
45.7% in 2016 (2015: 46.1%). Gross margin 
held up reasonably well because improved 
margins on our more complex products 
partially offset the lower contribution to fixed 
costs due to reduced volumes. Reflecting 
these factors, underlying gross profit was 12% 
lower at US$554.9 million in 2016 (2015: 
US$632.3 million) and the underlying gross 
margin declined by 40 basis points to 46.3% 
(2015: 46.7%). 

Selling and marketing expenses were 
broadly unchanged at US$62.3 million (2015: 
US$62.1 million). We continued to invest in 
our sales and marketing efforts in our 
Connectivity and Power Conversion 
segments, but maintained tight control over 
our overall costs. 
 
Underlying selling and marketing expenses 
were also broadly unchanged at US$51.4 
million in 2016 compared with US$52.1 
million in 2015, but increased as percentage 
of the Group’s revenue from 3.8% in 2015 to 
4.3% in 2016. 
 
Underlying selling and marketing expenses 
exclude share-based compensation expenses 
and related payroll costs totaling US$3.4 
million (2015: US$2.4 million) and additional 
amortisation of US$7.5 million (2015: US$7.6 
million) on the fair value uplift of acquired 
intangible assets. 
 

General and administrative expenses 

were lower at US$70.9 million in 2016 
compared with US$80.9 million in 2015.  
 
General and administrative expenses 
included Atmel related transaction costs of 
US$3.5 million (2015: US$17.6 million) and, in 
2015, the expense of US$3.4 million 
recognised on the settlement of the iWatt 
contingent consideration. Excluding these 
items, general and administrative expenses 
were higher at US$67.4 million in 2016 

compared with US$59.9 million in 2015, 
reflecting an increase in the share-based 
compensation expense and higher corporate 
costs. 
 
Underlying general and administrative 
expenses additionally exclude share-based 
compensation and related payroll costs 
totaling US$12.3 million (2015: US$8.1 million). 
 
Underlying general and administrative 
expenses were US$55.1 million in 2016 
compared with US$51.8 million in 2015, an 
increase of 6%. Underlying general and 
administrative expenses increased as a 
percentage of the Group’s revenue from 3.8% 
in 2015 to 4.6% in 2016. 
 

R&D expenses were US$241.3 million in 
2016 compared with US$223.2 million in 
2015, an increase of 8%. R&D expenditure was 
US$264.2 million in 2016 (2015: US$254.1 
million), of which US$15.8 million (2015: 
US$24.8 million) was capitalised, and we 
recognised R&D expenditure credits of US$7.1 
million (2015: US$6.1 million). 
 
Dialog has an extensive R&D engineering 
team focused on mixed signal semiconductor 
power saving technologies. Dialog believes 
that its R&D activities are critical to support its 
strategy of growth and product diversification. 
We continued to hire engineers during 2016 
and our R&D activities focused on application 
specific PMICs for mobile devices and 
standard products for Bluetooth®, AC/DC 
chargers, LED Solid State Lighting and mobile 
devices. 
 
Capitalised development costs were lower 
than in 2015 due to a reduction in the 
number of products under development that 
had satisfied the required technical and 
commercial feasibility conditions at a stage in 
the development process beyond which 
significant further development costs were 
still to be incurred. 
 
Underlying R&D expenses were US$227.8 
million in 2016 compared with US$211.9 
million in 2015, an increase of 7%. Underlying 
R&D expenses increased as a percentage of 
the Group’s revenue from 15.6% in 2015 to 
19.0% in 2016. 
 
Underlying R&D expenses exclude share-
based compensation expenses and related 
payroll costs totalling US$13.6 million (2015: 
US$10.4 million) and, in 2015, additional 
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amortisation of US$0.8 million on the fair 
value uplift of acquired intangible assets. 
 

Other operating income was US$137.7 
million in 2016 compared with US$1.2 million 
in 2015. In 2016; other operating income 
included the Atmel termination fee of 
US$137.3 million. 
 

Operating profit was US$309.8 million in 
2016 compared with US$259.7 million in 
2015. Excluding the Atmel termination fee 
and related transaction costs, operating profit 
was US$176.0 million in 2016 compared with 
US$277.3 million in 2015, with the decline 
principally due to lower gross profit and 
higher R&D expenses. 
 
Underlying operating profit was 
correspondingly lower at US$221.0 million in 
2016 compared with US$317.7 million in 
2015 and the underlying operating margin 
was 18.5% in 2016 compared with 23.4% in 
2015. 
 

Interest income increased to US$3.7 million 
(2015: US$1.2 million), reflecting an increase 
in market interest rates and higher cash 
balances. 
 

Interest expense was US$3.4 million in 2016 
compared with US$6.4 million in 2015.  
 
During 2016, we incurred commitment fees 
of US$1.9 million (2015: US$1.2 million) in 
relation to the Atmel borrowing facility and, 
in 2015, we recognised interest of US$3.5 
million in relation to the US$201 million 
Convertible Bonds before their conversion 
into shares in April 2015. Excluding these 
items, we incurred interest of US$1.5 million 
in 2016 compared with US$1.7 million in 
2015, principally in relation to amounts drawn 
under our receivables financing facilities, hire 
purchase arrangements and finance leases. 
 

Other finance income (expense) showed a 
net expense of US$4.8 million in 2016 
compared with net income of US$0.3 million 
in 2015. 
We recognise within other finance income 
(expense) foreign currency translation gains 
and losses that arise on monetary assets and 
liabilities that are denominated in currencies 
other than the functional currencies of the 
entities by which they are held (principally on 
the translation of Euro and pound sterling 
denominated amounts into US dollars). We 
recognised a net currency translation loss of 

US$6.0 million in 2016 compared with a net 
gain of US$0.4 million in 2015. 
 
We also recognise within other finance 
income (expense) fair value gains and losses 
on derivative instruments that we hold in 
relation to our strategic investments in 
Energous and Dyna Image. 

We consider that the grant of the Energous 
warrants was linked to the negotiation of the 
strategic alliance with Energous. On the grant 
date, we therefore recognised the warrants at 
their fair value of US$4.7 million and an 
equivalent deferred credit within non-current 
liabilities. We will amortise the deferred credit 
to profit or loss in relation to the royalties that 
may be payable by Dialog for the use of 
Energous’s Intellectual Property over the 
initial seven-year term of the strategic 
alliance. By the end of 2016, the fair value of 
the Energous warrants had increased to 
US$6.6 million and we recognised the 
resulting gain of US$1.9 million as other 
finance income. 

During 2016, we recognised a loss of US$0.7 
million (2015: loss of US$0.1 million) on the 
remeasurement at fair value of our call option 
to acquire the non-controlling interests in 
Dyna Image. 

Income tax expense was US$47.1 million 
(2015: US$77.6 million) on profit before tax of 
US$305.2 million (2015: US$254.8 million), an 
effective tax rate for the year of 15.4% (2015: 
30.4%). The low effective tax rate for 2016 
reflects the tax treatment of the Atmel 
termination fee of US$137.3 million. We have 
obtained tax advice that the termination fee 
should not be taxable in the UK. We have 
therefore concluded that no tax liability 
should arise and have not recognised a tax 
expense in relation to the termination fee. 
 
Our effective tax rate is sensitive to the 
geographic mix of the Group’s profits, 
reflecting combination of different tax rates in 
different countries, and to foreign exchange 
movements which give rise to deferred tax 
movements where functional and tax 
currencies are different. A large proportion of 
Dialog’s R&D activities are undertaken in the 
UK and we are therefore able to benefit from 
the UK tax regime for technology companies. 
 
Our underlying income tax expense was 
US$52.2 million (2015: US$79.3 million) on 
underlying profit before tax of US$217.6 

million (2015: US$317.6 million), an 
underlying effective tax rate for the year of 
24.0% (2015: 25.0%). The reduction in our 
underlying effective tax rate is as a result of 
the ongoing exercise to align the ownership 
of the Group’s Intellectual Property with the 
underlying value contributions of group 
companies. These arrangements are the 
subject of an application for a Bilateral 
Advance Pricing Agreement. Our income tax 
expense on the profit for the year reflects our 
expectation of the likely final agreement. 
 
We believe the gradual decrease in our 
underlying effective tax rate is sustainable 
and will continue in the years to come. 
 

Net income was US$258.1 million (2015: 
US$177.3million), of which a loss of US$2.8 
million (2015: US$1.5 million) was attributable 
to the non-controlling interest in Dyna Image. 
Underlying net income was US$165.4 million 
compared with US$238.4 million in 2015, a 
decrease of 31%. 
 
Basic earnings per share were US$3.43 (2015: 
US$2.42) based on the weighted average of 
76.0 million shares (2015: 73.8 million shares) 
that were in issue during the year excluding 
1.3 million shares (2015: 1.7 million shares) 
held by employee benefit trusts and, in 2016, 
0.5 million of our own shares held in treasury. 
Underlying basic earnings per share were 
US$2.20 (2015: US$3.25), a decrease of 32% 
that principally reflected our lower sales 
volumes in 2016. 
 
Diluted earnings per share were US$3.25 
(2015: US$2.29). Diluted earnings per share 
additionally reflect the weighted average of 
4.4 million (2015: 3.5 million) dilutive 
employee share options and awards and, in 
2015, 2.4 million shares in relation to the 
US$201 million Convertible Bonds that were 
converted into shares in April 2015. 
Underlying diluted earnings per share were 
US$2.09 (2015: US$3.02). 
 

Cash flows 

Cash and cash equivalents increased by 
US$130.4 million during 2016 (2015: 
increased by US$242.5 million). 
 

Cash flow from operating activities was 
US$248.8 million in 2016 compared with 
US$317.7 million in 2015. 
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Cash generated from operations before 
changes in working capital was US$402.8 
million in 2016. Excluding the receipt of the 
Atmel termination fee of US$137.3 million, 
cash flow from operating activities before 
changes in working capital was US$265.5 
million in 2016 compared with US$345.2 
million in 2015. 
 
Net working capital increased by US$17.1 
million (2015: decreased by US$17.4 million). 
Excluding Atmel transaction costs amounting 
to US$16.7 million that were included in 
payables at the end of 2015, networking 
capital increased by US$0.4 million (2015: 
decreased by US$0.7 million). 
 
As a fabless business, Dialog commits to 
purchase inventory from its suppliers in 
advance in order to satisfy expected demand 
for its products. Demand was significantly 
lower than we had expected in the fourth 
quarter of 2015. As a result, by the end of 
2015, we were carrying relatively high 
inventories and correspondingly higher trade 
and other payables. Inventory levels were 
reduced during 2016, releasing cash of 
US$21.6 million. At the end of 2016, 
inventories represented 48 days cost of sales 
in the fourth quarter of 2016 (end of 2015: 56 
days cost of sales). 

Trade and other payables were lower at the 
end of 2016 compared with the end of 2015 
absorbing cash of US$44.2 million, principally 
as a consequence of lower materials 
purchases in the fourth quarter in 2016 
compared with 2015 and the settlement of 
the Atmel transaction costs. Excluding the 
Atmel transaction costs, trade and other 
payables absorbed cash of US$27.5 million 
during 2016. 
 
Trade and other receivables were US$8.1 
million higher at the end of 2016 compared 
with the end of 2015. Our reduced use of our 
receivables financing facilities more than 
offset the decline in trade receivables due to 
our lower fourth quarter sales in 2016 
compared with 2015. Gross receivables sold 
under the facilities amounted to US$105.0 
million at the end of 2016 compared with 
US$155.7 million at the end of 2015. At the 
end of 2016, trade and other receivables 
represented 20 days sales in the fourth 
quarter of 2016 (end of 2015: 16 days sales). 
 

Changes in other assets and liabilities had the 
effect of releasing cash of US$13.9 million 
during 2016. 
 
Interest paid was US$3.4 million (2015: US$3.6 
million), including the payment of 
commitment fees in relation to the Atmel 
borrowing facility of US$1.9 million (2015: 
US$1.2 million). Interest received was US$3.3 
million (2015: US$1.1 million). 
 
Income taxes paid were US$94.4 million 
higher at US$136.8 million in 2016 compared 
with US$42.4 million in 2015. Tax payments 
comprise payments on account in respect of 
current year taxable profits and also adjusting 
payments in respect of earlier years. The 
increase in income taxes paid largely 
reflected the increase in our taxable profits in 
earlier years. 
 

Cash flow used in investing activities was 
US$63.8 million in 2016 compared with 
US$71.7 million in 2015. 
 
Purchases of property, plant and equipment 
amounted to US$25.8 million (2015: US$33.0 
million) and principally comprised tooling 
(masks), laboratory equipment, probe cards, 
load boards and other advanced test 
equipment to support our R&D activities. 
 
Purchases of intangible assets amounted to 
US$11.8 million (2015: US$11.7 million) and 
principally comprised spending on patent 
applications, purchased software and licences 
and software development for internal 
business applications. 
 
Payments related to capitalised development 
expenditure amounted to US$15.8 million in 
2016 compared with US$24.8 million in 2015, 
the decrease reflecting the lower number of 
products under development whose costs 
qualified for capitalisation. 
 
In June 2015, we paid initial consideration 
equivalent to US$12.9 million to acquire a 
45.7% shareholding in Dyna Image, which net 
of cash held by Dyna Image at the time of our 
investment, resulted in a net cash outflow of 
US$2.6 million. In June 2016, we paid the 
equivalent of US$0.6 million to settle the 
deferred element of the consideration. We 
continue to hold a call option over the shares 
in Dyna Image that we do not already own 
that expires in June 2018. 
 

During 2015, we paid US$3.4 million in 
settlement of the contingent consideration 
payable on the purchase of iWatt (this was 
reflected in cash generated from operations). 
 
In November 2016, we purchased our 
shareholding in Energous for US$10.0 million 
in cash. 
 

Cash flow used in financing activities was 
US$54.7 million in 2016 compared with 
US$2.4 million in 2015, with the substantial 
increase being due to purchases made under 
the Company’s share buyback programme 
during 2016. 
 
We purchased 1,805,750 of the Company’s 
shares under the share buyback programme 
at a total cost of US$61.5 million (including 
related transaction costs of US$1.1 million). 
We also made cash payments of US$1.2 
million on the settlement of currency 
forwards and swaps that were used to hedge 
the currency translation exposure on the 
Euro-denominated share buyback obligation. 
 
During 2016, employee benefit trusts 
purchased Dialog shares at a cost of US$3.1 
million (2015: US$14.0 million) and received 
proceeds of US$11.1 million (2015: US$11.6 
million) on the exercise of share options 
awarded under employee share schemes. 
 

Liquidity and capital resources 

Financial risk management 

Dialog is exposed to financial risks including 
counterparty credit risk, liquidity risk and 
market risks, which include foreign exchange 
risk and interest rate risk. 
 
Dialog has a centralised treasury function that 
is responsible for ensuring that adequate 
funding is available to meet the Group’s 
requirements as they arise and for 
maintaining an efficient capital structure, 
together with managing the Group’s 
counterparty risk foreign currency and 
interest rate exposures. All treasury 
operations are conducted in accordance with 
strict policies and guidelines that are 
approved by the Board. 
 
We use forward currency contracts to 
manage currency risks and we hold certain 
equity options and warrants for strategic 
reasons. We do not hold derivative financial 
instruments for speculative purposes. 
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Cash and cash equivalents 
Cash is managed in line with Treasury policy 
to ensure there is no significant 
concentration of credit risk in any one 
financial institution. Credit risk is measured 
using counterparty credit ratings. As a 
minimum, a counterparty must have a long-
term public rating of at least ‘single A’. 
Counterparty limits are based on a rating 
matrix and closely monitored. Credit risk is 
further limited by investing only in liquid 
instruments. 
 
At the end of 2016, cash and cash equivalents 
amounted to US$697.2 million (end of 2015: 
US$566.8 million), which principally 
comprised cash available under receivables 
financing facilities and short-term deposits 
with a maturity of three months or less. 
 
Borrowing facilities 
Dialog is a cash-generative business and cash 
and cash equivalents held by the Group have 
increased substantially in recent years. 
Accordingly, we voluntarily cancelled the 
Group’s revolving credit facility in June 2015 
and, since that time; the Group has had no 
committed borrowing facilities. 
 

Receivables financing facilities 
We utilise non-recourse receivables financing 
facilities provided by two financial institutions. 
We reviewed these facilities during 2016. In 
March 2016, the aggregate amount of the 
facilities was increased from US$112 million 
toUS$187 million. In November 2016, we 
reduced the number of facilities from three to 
two but the aggregate amount of the 
facilities was further increased to US$240 
million. The principal facility is for US$220 
million and matures on 30 April 2018. 
 
At the end of 2016, cash and cash equivalents 
included US$88.9 million (end of 2015: 
US$131.8 million) in relation to receivables 
sold under these facilities. We are confident 
that the receivables financing facilities 
together with our significant cash balances 
and cash generation will be more than 
sufficient to satisfy the Group’s working 
capital requirements in the near to medium 
term. 
 
Currency hedging activities 
Dialog uses forward currency contracts and 
currency swaps to manage the Group’s 
exposure to currency risk on highly probable 
forecast cash flows denominated in foreign 
currencies; principally employment costs, 

rents and other contractual payments. We 
also use derivatives to hedge the currency 
translation exposure on the Euro-
denominated liabilities to purchase shares 
that are recognised by the Company in 
relation to its share buyback programme. 
 
Derivative financial instruments are measured 
at fair value that is determined based on 
market forward exchange rates at the 
balance sheet date. At the end of 2016, 
currency derivatives held by the Group were 
represented by a liability of US$12.5 million 
(end of 2015: liability of US$4.6 million). All 
currency derivatives held to hedge forecast 
cash flows were designated as hedging 
instruments in cash flow hedge relationships. 
During 2016, a loss of US$13.3 million (2015: 
loss of US$19.0 million) was recognised in 
other comprehensive income representing 
the change during the year in the fair value of 
derivatives in effective hedging relationships 
and a cumulative fair value loss ofUS$8.4 
million (2015: loss of US$32.0 million) was 
transferred from equity to profit or loss on the 
occurrence of the hedged cash flows. 
 
After taking into account hedging, during 
2016 we recognised a net currency 
translation loss of US$0.6 million in profit or 
loss in relation to liabilities to purchase shares 
under the first and second tranches of the 
Company’s share buyback programme. 
 

Share buyback programme 
At the Company’s AGM on 28 April 2016, the 
Directors were granted the authority to 
purchase up to 7,786,595 ordinary shares in 
the capital of the Company (representing 
approximately10% of the issued ordinary 
share capital of the Company as at 30 March 
2016). Such authority shall (unless previously 
renewed, varied or revoked) expire on the day 
before the next AGM of the Company or on 
30 June 2017, whichever is the earlier. 
 
Purchases made under the authority are off 
market from the perspective of the Company 
and are effected by way of contingent 
forward share purchase contracts entered 
into with Barclays, HSBC or Merrill Lynch 
acting as brokers who will purchase interests 
in the Company’s ordinary shares (‘‘CIs’’) on 
the Frankfurt Stock Exchange. 
 
On 9 May 2016, the Company announced the 
first tranche of the share buyback programme 
under which it committed to purchase shares 
with a minimum cost of €37.5 million and a 

maximum cost of €50 million. Final 
settlement and conclusion of the first tranche 
took place on 28 September 2016. We 
purchased a total of 1,332,158 shares under 
the first tranche at a cost of €37.5 million 
(US$42.0 million). 
 
On 8 November 2016, the Company 
announced the second tranche of the 
programme under which it committed to 
purchase shares with minimum cost of €56.25 
million and a maximum cost of €75 million. 
On 30 December 2016, we completed the 
first intermediate settlement under the 
second tranche purchasing 473,592 shares at 
an initial cost of €17.45 million (US$18.4 
million). 
 
At the end of 2016, we held 1,805,750 shares 
purchased under the first and second 
tranches in treasury at a total cost of 
US$61.5million (including related transaction 
costs of US$1.1million). We also recognised a 
debit to equity amounting to US$63.1 million, 
which comprised the remaining obligation to 
purchase shares under the second tranche of 
€57.55 million (US$62.8 million) and related 
transaction costs of US$0.3 million. 
 
A further intermediate settlement of the 
second tranche took place on 9 February 
2017 and final settlement and conclusion of 
the tranche took place on 17 February 2017. 
In these further settlements, we purchased 
977,456 shares at a cost of €38.8 million 
(US$41.4 million) and incurred transaction 
costs of US$0.2 million. 
 
In total, the Company purchased 2,783,206 
shares representing 3.57% of the Company’s 
issued share capital at an average cost of 
€33.68 per share under the first two tranches. 
We will seek renewal of the share buyback 
authority at the Company’s AGM on 4 May 
2017. 

 

Capital management 
The Group’s capital is represented by its total 
equity (shareholders’ equity plus non-
controlling interests). At the end of 2016, the 
Group’s total equity was US$1,194.9 million 
(end of 2015: US$1,024.9 million). 
 
We seek to maintain a capital structure that 
supports the ongoing activities of our 
business and its strategic objectives in order 
to deliver long term returns to shareholders. 
We allocate capital to support organic and 
inorganic growth, investing to support 
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research and development and our product 
pipeline. 
 
We will fund our growth strategy using a mix 
of equity and debt after giving consideration 
to prevailing market conditions. 

Balance sheet 

Goodwill 
At the end of 2016, the carrying amount of 
goodwill was US$251.2 million (end of 2015: 
US$251.1 million), with the slight increase 
during the year being due to changes in 
currency exchange rates. 
 
Goodwill impairment tests carried out during 
2016 showed that the recoverable amount of 
each cash-generating unit to which goodwill 
is allocated was comfortably in excess of its 
carrying amount and therefore no 
impairment was recognised. 
 

Other intangible assets 
At the end of 2016, the carrying amount of 
other intangible assets was US$125.6 million 
(end of 2015: US$138.6 million). During 2016, 
additions amounted to US$24.0 million; 
comprising capitalised product development 
costs of US$15.8 million and purchased 
software, licences and patents totalling 
US$8.2 million. During 2016, the amortisation 
expense was US$35.9 million (2015: US$31.1 
million). 

 

Property, plant and equipment 
Since Dialog operates a fabless business 
model, it does not have any manufacturing 
facilities but it does occupy R&D facilities and 
administrative offices. At the end of 2016, 
Dialog operated in 31 locations worldwide 
covering a total of 42,500 square metres. 
Dialog’s facilities are all held under operating 
leases. Management believes that Dialog’s 
facilities are adequate for its current 
requirements. 

Property, plant and equipment principally 
comprises test equipment, office equipment 
and leasehold improvements. At the end of 
2016, the carrying amount of property, plant 
and equipment was US$69.7 million (end of 
2015: US$68.4 million). Additions during the 
year amounted to US$30.0 million and the 
carrying amount of assets disposed of was 
US$0.8 million. During 2016, the depreciation 
expense was US$27.9 million (2015: US$24.2 
million). 
 
With the exception of assets held 
underfinance leases, which are secured by a 
lessor’s charge over the leased assets, the 
Group’s property, plant and equipment is not 
subject to any encumbrances. 
 

Other non-current assets 
Other non-current assets increased by 
US$18.5 million to US$22.3 million (end of 
2015: US$3.8 million), primarily due to the 
addition of our strategic investment in 
Energous shares and warrants during 2016. 
 
Income tax assets and liabilities 
Due largely to the amount and timing of tax 
payments to the relevant tax authorities, the 
Group had net current tax receivables of 
US$35.4 million (end of 2015: net current tax 
payables of US$62.0 million). 
 
At the end of 2016, the Group had net 
deferred tax assets of US$25.4 million (end of 
2015: US$26.9 million), comprising deferred 
tax assets of US$27.4 million (end of 2015: 
US$28.5 million) and deferred tax liabilities of 
US$2.0 million (end of 2015: US$1.6 million). 
 

Consequences of Brexit 

On 23 June 2016, the UK voted in a 
referendum to leave the EU. As this result was 
largely unexpected, it initially caused turmoil 
in the financial markets. Uncertainty about 
the terms of the UK’s exit has given rise to 

concern about the impact on the UK 
economy, in particular with regard to the 
continuing access of UK businesses to 
markets in the EU and the attractiveness of 
teak to overseas investors. 
 
In January 2017, the UK’s Prime Minister 
confirmed the UK Government’s intention to 
commence formal Brexit negotiations with 
the other EU Member States by the end of 
March 2017 and set out the UK Government’s 
objectives for the negotiations ahead in a 
twelve-point ‘‘Plan for Britain’’. 
 
In the short term, we do not expect Brexit will 
have a significant adverse impact on Dialog 
because only a small amount of our revenue 
is derived from customers in the UK. Should 
the weakness of the pound sterling and the 
Euro against the US dollar be sustained, there 
may be a positive impact on our earnings 
due to the more favourable translation into 
US dollars of pound sterling and Euro-
denominated operating expenses. 
 
Our operations are spread across the world 
and we will continue to balance projects and 
workload among them. Approximately two-
thirds of our workforce is based in the EU and 
our teams are typically comprised of several 
nationalities. We will therefore monitor very 
closely any proposed changes to the current 
regulations in respect of the rights of EU and 
other nationals to work in the UK and any 
likely consequential changes to the rights of 
Nationals to work in the EU. In the meantime, 
we will operate on a business as usual basis 
within the existing regulations and our 
continuing focus will be on growing our 
business. 
 
Wissam Jabre 
Chief Financial Officer
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  Notes 2016 
US$000 

2015 
US$000 

2014 
US$000 

Revenue 3 1,197,611 1,355,312 1,156,105 

Cost of sales  (650,896) (730,508) (641,296) 

Gross profit  546,715 624,804 514,809 

Selling and marketing expenses  (62,331) (62,157) (60,070) 

General and administrative expenses  (70,940) (80,878) (59,445) 

Research and development expenses  (241,345) (223,182) (213,808) 

Other operating income  137,708 1,159 4,416 

Operating profit 3 309,807 259,746 185,902 

Interest income 4 3,665 1,215 419 

Interest expense 4 (3,447) (6,411) (14,829) 

Other finance (expense)/income 4 (4,819) 289 (2,171) 

Profit before income taxes  305,206 254,839 169,321 

Income tax expense 5 (47,090) (77,580) (31,242) 

Net income  258,116 177,259 138,079 

Attributable to:        

– Shareholders in the Company  260,940 178,766 138,079 

– Non-controlling interests   (2,824) (1,507) – 

Net income  258,116 177,259 138,079 

         

   2016 2015 2014 

Earnings per share (in US$)  6       

Basic  3.43 2.42 2.05 

Diluted  3.25 2.29 1.93 

Weighted average number of shares (in thousands) 6       

Basic   76,047 73,763 67,329 

Diluted   80,398 79,660 76,882 

 

  

Consolidated statement of income  
Year ended 31 December 
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  2016 2015 2014 
  US$000 US$000 US$000 

Net income 258,116 177,259 138,079 

Other comprehensive income  

Items that may be reclassified to profit or loss in subsequent periods       

Currency translation differences on foreign operations 227 (1,884) (1,032) 

Income tax relating to currency translation differences on foreign operations (47) (10) (265) 

Fair value gain on available-for-sale investments 2,866 – – 

Cash flow hedges:       

– Fair value loss recognised on effective hedges in the year (13,264) (18,960) (23,614) 

– Fair value loss transferred to profit or loss 8,382 31,980 3,820 

Income tax relating to cash flow hedges 765 (3,694) 5,445 

Other comprehensive (loss)/income for the year (1,071) 7,432 (15,646) 

Total comprehensive income for the year 257,045 184,691 122,433 

Attributable to:       

– Shareholders in the Company 259,769 186,619 122,433 

– Non-controlling interests  (2,724) (1,928) – 

Total comprehensive income for the year 257,045 184,691 122,433 
    
 

Consolidated statement of comprehensive income 
Year ended 31 December  
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  Notes 2016 
US$000 

2015 
US$000 

Assets       

Cash and cash equivalents  697,167 566,809 

Trade and other receivables  80,773 72,668 

Current financial assets  – 2,086 

Inventories 7 105,303 134,930 

Income tax receivables  35,878 129 

Other current assets  15,211 20,856 

Total current assets  934,332 797,478 

Goodwill 8 251,208 251,062 

Other intangible assets 9 125,619 138,604 

Property, plant and equipment 10 69,668 68,444 

Non-current financial assets 11 22,332 3,758 

Income tax receivables  – 51 

Deferred tax assets  27,379 28,454 

Total non-current assets  496,206 490,373 

Total assets  1,430,538 1,287,851 

Liabilities and equity      

Trade and other payables  89,645 131,553 

Other current financial liabilities  77,978 8,245 

Provisions  1,477 1,861 

Income taxes payable  528 62,181 

Other current liabilities  54,444 49,884 

Total current liabilities  224,072 253,724 

Provisions  3,370 2,725 

Deferred tax liabilities   1,970 1,598 

Other non-current liabilities  6,220 4,919 

Total non-current liabilities  11,560 9,242 

Ordinary shares  14,402 14,402 

Share premium account*  403,687 403,687 

Retained earnings*  862,914 631,548 

Other reserves* 15 (70,566) (7,923) 

Dialog shares held by employee benefit trusts  (20,608) (24,630) 

Equity attributable to shareholders in the Company  1,189,829 1,017,084 

Non-controlling interests  5,077 7,801 

Total equity  1,194,906 1,024,885 

Total liabilities and equity   1,430,538 1,287,851 

* Comparative amounts reclassified – see note 14. 

 

 

Consolidated balance sheet 
As at 31 December 
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  Notes 2016 
US$000 

2015 
US$000 

2014 
US$000 

Cash flows from operating activities         

Net income   258,116 177,259 138,079 

Non-cash items within net income:         

– Depreciation of property, plant and equipment   27,219 24,010 22,144 

– Amortisation of intangible assets   35,954 31,120 33,431 

– Write-down of inventories   4,375 9,047 9,828 

– Share-based compensation expense   28,146 19,215 21,173 

– Other non-cash items   2,139 1,751 407 

Interest (income) expense, net 4 (218) 5,196 14,410 

Income tax expense 5 47,090 77,580 31,242 

Cash generated from operations before changes in working capital  402,821 345,178 270,714 

Changes in working capital:        

– Trade and other receivables  (8,105) 29,737 26,764 

– Inventories  21,609 (42,624) 8,570 

– Prepaid expenses  (301) (354) (376) 

– Trade accounts payable  (44,206) 34,448 (7,494) 

– Provisions  260 122 816 

– Other assets and liabilities  13,601 (3,975) 9,657 

Cash generated from operations  385,679 362,532 308,651 

Interest paid  (3,434) (3,602) (4,680) 

Interest received  3,314 1,107 396 

Income taxes paid  (136,799) (42,374) (33,909) 

Cash flow from operating activities  248,760 317,663 270,458 

Cash flows from investing activities        

Purchase of property, plant and equipment  (25,774) (32,955) (23,842) 

Purchase of intangible assets  (11,790) (11,678) (12,058) 

Payments for capitalised development costs  (15,802) (24,778) (6,670) 

Purchase of businesses, net of acquired cash  (647) (2,636) – 

(Purchase)/sale of other investments 11 (10,000) 68 34 

Change in other long term assets  227 278 (474) 

Cash flow used for investing activities  (63,786) (71,701) (43,010) 

Cash flows from financing activities        

Repayment of borrowings  – – (105,000) 

Share issue costs  – – (39) 

Purchase of Dialog shares by employee benefit trusts  (3,127) (14,032) (6,172) 

Sale of Dialog shares by employee benefit trusts  11,083 11,589 22,114 

Purchase of own shares into treasury 13 (61,472) – – 

Currency hedges on share buyback obligation  (1,186) – – 

Cash flow used for financing activities  (54,702) (2,443) (89,097) 

Net increase in cash and cash equivalents  130,272 243,519 138,351 

Cash and cash equivalents at the beginning of the year  566,809 324,280 186,025 

Currency translation differences  86 (990) (96) 

Cash and cash equivalents at the end of the year  697,167 566,809 324,280 

 

Consolidated statement of cash flows 
Year ended 31 December 
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Ordinary 
shares 

US$000 

Share 
premium 
account* 
US$000 

Retained 
earnings* 
US$000 

Other 
reserves*  
(note 15)  
US$000 

Dialog shares  
held by 

employee 
benefit trusts  

US$000 

Equity 
attributable to 
shareholders  

in the 
Company 
US$000 

Non-
controlling 
interests 
US$000 

Total 
US$000 

As at 1 January 2014 - reclassified 12,852 198,364 211,227 36,449 (2,242) 456,650 – 456,650 

Net income – – 138,079 – – 138,079 – 138,079 

Other comprehensive income (loss) – – – (15,646) – (15,646) – (15,646) 

Total comprehensive income (loss) – – 138,079 (15,646) – 122,433 – 122,433 

Other changes in equity:                 

– Shares issued to employee benefit trusts 501 9,741 – – (10,281) (39) – (39) 

– Purchase of shares by employee benefit trusts – – – – (6,172) (6,172) – (6,172) 

– Sale of shares by employee benefit trusts – – 18,487 – 3,627 22,114 – 22,114 

– Share-based compensation, net of tax – – 28,690 – – 28,690 – 28,690 

As at 31 December 2014 13,353 208,105 396,483 20,803 (15,068) 623,676 – 623,676 

Net income – – 178,766 – – 178,766 (1,507) 177,259 

Other comprehensive income (loss) – – – 7,853 – 7,853 (421) 7,432 

Total comprehensive income (loss) – – 178,766 7,853 – 186,619 (1,928) 184,691 

Other changes in equity:                 

– Conversion of Convertible Bonds                 

   Issue of shares 1,049 182,089 – – – 183,138 – 183,138 

   Transfer of equity component – 13,493 23,086 (36,579) – – – – 

– Non-controlling interests in business acquired 
(note 4) – – – – – – 9,729 9,729 

– Purchase of shares by employee benefit trusts – – – – (14,032) (14,032) – (14,032) 

– Sale of shares by employee benefit trusts – – 7,119 – 4,470 11,589 – 11,589 

– Share-based compensation, net of tax – – 26,094 – – 26,094 – 26,094 

As at 31 December 2015 14,402 403,687 631,548 (7,923) (24,630) 1,017,084 7,801 1,024,885 

Net income – – 260,940 – – 260,940 (2,824) 258,116 

Other comprehensive income (loss) – – – (1,171) – (1,171) 100 (1,071) 

Total comprehensive income (loss) – – 260,940 (1,171) – 259,769 (2,724) 257,045 

Other changes in equity:                 

– Purchase of own shares into treasury – – (1,643) (61,472) – (63,115) – (63,115) 

– Share buyback obligation – – (63,077) – – (63,077) – (63,077) 

– Purchase of shares by employee benefit trusts – – – – (3,127) (3,127) – (3,127) 

– Sale of shares by employee benefit trusts – – 3,934 – 7,149 11,083 – 11,083 

– Share-based compensation, net of tax – – 31,212 – – 31,212 – 31,212 

As at 31 December 2016 14,402 403,687 862,914 (70,566) (20,608) 1,189,829 5,077 1,194,906 
         

* Comparative amounts reclassified – see note 14. 
  

Consolidated statement of changes in equity 
Year ended 31 December 
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1. Background 

Description of business 

Dialog Semiconductor Plc (‘the Company’) is a public limited company that is incorporated in England and Wales and domiciled in the United Kingdom. The 

Company’s ordinary shares are listed on the Frankfurt Stock Exchange.  

Dialog creates and markets highly integrated, mixed signal integrated circuits, optimised for personal, portable, hand-held devices, low energy short-range 

wireless, LED solid-state lighting and automotive applications. Dialog has four operating segments: Mobile Systems; Automotive & Industrial; Connectivity; and 

Power Conversion. Segment information is presented in note 3. 

Registered office 

The Company’s registered office is at Tower Bridge House, St Katharine’s Way, London E1W 1AA, United Kingdom. 

 

Basis of preparation of the financial information 

The financial information on pages 14 to 18 is derived from the consolidated financial statements of the Company and its subsidiaries (together, the 

‘Group’ or ‘Dialog’) for the year ended 31 December 2016. 

 

The consolidated financial statements for the year ended 31 December 2016 have been prepared in accordance with International Financial Reporting 

Standards (IFRS) as adopted for use in the European Union and those parts of the Companies Act 2006 that are applicable to companies reporting under 

IFRS and therefore comply with Article 4 of the IAS Regulation. The consolidated financial statements also comply with IFRS as issued by the International 

Accounting Standards Board. 

The consolidated financial statements have been prepared on a going concern basis and in accordance with the historical cost convention, except that 

certain investments and derivative financial instruments are stated at their fair value. Fair value is the price that would be received to sell an asset or paid to 

transfer a liability in an orderly transaction between market participants at the measurement date. 

 

The Group’s significant accounting policies during 2016 were unchanged compared with 2015. 

 

The financial information does not constitute the Company's statutory accounts for the year ended 31 December 2016 for the purposes of section 435 of 

the Companies Act 2006 or contain sufficient information to comply with the disclosure requirements of IFRS. 

Presentation currency 

The consolidated financial statements are presented in US dollars (US$), which is the functional currency of the Company. All amounts are rounded to the 

nearest thousand US dollars (US$000), except where otherwise stated. 

Approval of the consolidated financial statements 

The consolidated financial statements for the year ended 31 December 2016 were authorised for issue in accordance with a resolution of the Directors on 

23 February 2017. 

The Company’s auditors, Deloitte LLP, have given an unqualified report on the consolidated financial statements for the year ended 31 December 2016 in 

which they did not draw attention to any matters by way of emphasis without qualifying their report and did not make any statements under s498(2) or 

(3) Companies Act 2006. 

 

The consolidated financial statements will be filed with the Registrar of Companies, subject to their approval by the Company’s shareholders at the 

Company’s Annual General Meeting on 4 May 2017. 

 

2. Aborted merger with Atmel 

In January 2016, Atmel Corporation Inc. (‘Atmel’) terminated the merger agreement that existed with Dialog. Under the terms of the agreement, Atmel 

paid us a termination fee of US$137,300. We recognised the termination fee as other operating income during 2016.  

Also during 2016, we incurred residual transaction costs of US$3,485 (recognised within general and administrative expenses) and commitment fees of 

US$1,913 on the borrowing facility that was arranged to finance the transaction prior to the cancellation of the facility in January 2016 (recognised within 

interest expense). 

  

Notes to the consolidated financial information 
For the year ended 31 December 2016 
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3. Segment information 

Segment information is presented in the financial statements on basis consistent with the information presented to the Management Team (the 'chief 

operating decision maker') for the purposes of allocating resources within the Group and assessing the performance of the Group's businesses.  

The Group's reportable segments are determined based on the nature of the products that they provide to our customers and are as follows: Mobile 

Systems; Automotive & Industrial; Connectivity; and Power Conversion. 

e Mobile Systems provides power management and audio chips designed to meet the needs of the wireless systems markets and a range of advanced 

driver technologies for low power display applications – from PMOLEDs to electronic paper and MEMS displays. 

e Automotive & Industrial's products address the safety, management and control of electronic systems in cars and for industrial applications. 

e Connectivity's products include short-range wireless, digital cordless, Bluetooth® and VoIP technology.  

e Power Conversion's products include AC/DC converter solutions for smaller, fast charging power adaptors for portable devices as well as LED drivers for 

solid-state lighting products.  

No operating segments have been aggregated in determining our reportable segments. Each operating segment has a manager who is responsible for its 

performance and is accountable to the Chief Executive Officer. 

The Management Team uses operating profit as the principal measure of the profitability of each of the Group's operating segments. Operating profit is, 

therefore, the measure of segment profit presented in the Group's segment disclosures. Whilst the Management Team also uses underlying operating 

profit to measure segment profitability, this is used as a supplement to operating profit.  

In addition to our reportable segments, we present information for Corporate activities. Corporate activities do not meet the definition of an operating 

segment. Corporate activities include emerging market businesses (comprising Dyna Image and those developing low cost PMICs for the Chinese 

consumer market), together with central corporate costs, the share-based compensation expense and certain other unallocated costs. In 2016, Corporate 

activities also included the termination fee of US$137,300 that was paid to us by Atmel.  

Revenue and operating profit by segments are as follows: 

      Revenue (1)     Operating profit 
  2016 2015 2014 2016 2015 2014 
  US$000 US$000 US$000 US$000 US$000 US$000 

Mobile Systems 922,946 1,114,495 942,628 239,859 341,931 244,180 

Automotive & Industrial 30,014 34,367 40,952 10,126 9,340 11,232 

Connectivity 118,334 117,014 92,120 5,342 8,360 (2,163) 

Power Conversion 116,808 84,636 80,367 (7,535) (20,675) (21,135) 

Total segments 1,188,102 1,350,512 1,156,067 247,792 338,956 232,114 

Corporate activities 9,509 4,800 38 62,015 (79,210) (46,212) 

Total Group 1,197,611 1,355,312 1,156,105 309,807 259,746 185,902 

Interest income       3,665 1,215 419 

Interest expense       (3,447) (6,411) (14,829) 

Other finance (expense) income       (4,819) 289 (2,171) 

Profit before income taxes       305,206 254,839 169,321 
       

1 Revenue is from sales to external customers (there were no inter-segment sales). 
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4. Finance income/(expense) 

a) Interest income 

  2016 2015 2014 
  US$000 US$000 US$000 

Interest on cash deposits 3,657 779 379 

Other interest income 8 436 40 

Total 3,665 1,215 419 
    
 

b) Interest expense 

  2016 2015 2014 
  US$000 US$000 US$000 

Interest on receivables financing facilities (850) (815) (589) 

Interest on finance leases and hire purchase contracts (560) (885) (1,060) 

Commitment fees  (1,913) (1,153) – 

Interest on Convertible Bonds  – (3,482) (10,279) 

Interest on bank borrowings – – (2,814) 

Unwinding of discount on provisions  (110) (39) (54) 

Other interest expense (14) (37) (33) 

Total (3,447) (6,411) (14,829) 
    
 

c) Other finance (expense)/income 

  2016 2015 2014 
  US$000 US$000 US$000 

Currency translation (loss)/gain, net  (6,017) 408 (2,171) 

Fair value gain on Energous warrants (note 11) 1,929 – – 

Fair value loss on Dyna call option (note 11) (731) (119) – 

Total (4,819) 289 (2,171) 
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5. Income taxes 

Income tax recognised in profit or loss 

The components of the Group’s income tax expense for the year were as follows: 

  2016 
US$000 

2015 
US$000 

2014 
US$000 

Current tax       

United Kingdom (10,171) – – 

Foreign (36,127) (78,094) (57,565) 

Deferred tax       

United Kingdom (549) (10,976) 2,558 

Foreign (243) 11,490 23,765 

Income tax expense (47,090) (77,580) (31,242) 
    
 

  2016 
US$000 

2015 
US$000 

2014 
US$000 

Current tax       

Current income tax charge (46,993) (77,862) (57,559) 

Adjustments in respect of prior years 695 (232) (6) 

Deferred tax       

Origination and reversal of temporary differences (3,922) (10,014) (6,895) 

Recognition of previously unrecognised deferred tax assets – 8,105 11,009 

Movement in deferred tax liabilities following intra-group reorganisation  808 1,292 17,759 

Adjustments in respect of prior years 2,322 1,131 4,450 

Income tax expense (47,090) (77,580) (31,242) 
    
 

In 2014, we recognised a non-cash deferred tax credit of US$17,759 resulting from an intra-group reorganisation of certain Intellectual Property that was 

acquired with iWatt, Inc., which reduced the amount of the related deferred tax liabilities. We recognised further deferred tax credits of US$1,292 in 2015 

and US$808 in 2016 that related to the on-going impact of the reorganisation on the deferred tax liabilities. 
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Factors affecting the income tax expense for the year 

The Group’s income tax expense differed from the amount that would have resulted from applying the standard rate of corporation tax in the UK to the 

Group’s profit before income taxes for the reasons shown in the following table: 

  2016 
US$000 

2015 
US$000 

2014 
US$000 

Profit before income tax 305,206 254,839 169,321 

Income tax expense at UK corporation tax rate of 20.0% (2015: 20.25%; 2014: 21.5%) (61,041) (51,605) (36,404) 

Effect of different foreign tax rates (15,434) (18,131) (12,901) 

Non-taxable income :       

–  Atmel termination fee 27,460 – – 

–  Other non-taxable income 240 – – 

Non-deductible expenses:       

–  Atmel transaction costs (697) (3,798) – 

–  Non-deductible portion of share-based compensation (7,614) (5,008) (5,120) 

–  Other non-deductible expenses (3,068) (1,591) (553) 

Tax benefit from share-based compensation 4,871 2,509 4,267 

Tax benefit from Intellectual Property and research and development incentives 8,728 4,342 – 

Benefit from previously unrecognised deferred tax assets  – 8,105 11,009 

Additional tax losses for which no deferred tax asset is recognised (1,321) (2,828) (6,495) 

Movement in deferred tax liabilities following intra-group reorganisation  808 1,292 17,759 

Taxable gain on intra-group reorganisation – – (2,445) 

Differences arising from different functional and tax currencies (2,976) (12,089) (5,426) 

Adjustments in respect  of prior years 3,020 899 4,444 

Other items (66) 323 623 

Income tax expense (47,090) (77,580) (31,242) 
    
 

The Group’s income tax expense for 2016 was US$47,090 (2015: US$77,580; 2014: US$31,242), an effective tax rate for the year of 15.4% (2015: 30.4%; 2014: 

18.5%). 

Our effective tax rate is sensitive to the geographic mix of profits and reflects a combination of different tax rates in different countries, in particular higher 

tax rates in Germany and the US.  Our effective tax rate can also be affected by foreign exchange rate movements which give rise to deferred tax 

movements where an entity’s functional currency differs from the currency in which it is required to calculate and pay income taxes.  The effect on our 

2016 tax rate was lower than in 2015 and 2014 due to smaller US dollar to euro exchange rate movements in 2016.  

Our effective tax rate is reduced because a large proportion of Dialog’s research and development activities are undertaken in the UK and we are therefore 

able to benefit from the UK tax regime for technology companies. 

Our low effective tax rate for 2016 reflects the tax treatment of the Atmel termination fee of US$137,300.  We have obtained tax advice that the 

termination fee should not be taxable in the UK.  We have therefore concluded that no tax liability should arise and have not recognised a tax expense in 

relation to the termination fee. Our effective tax rate for 2014 was low principally as a consequence of the significant deferred tax credit resulting from the 

intra-group reorganisation of certain Intellectual Property acquired with iWatt, Inc. 

Factors affecting the income tax expense in future years 

Factors that may affect the Group’s future tax expense include foreign exchange rate movements, changes in tax legislation and tax rates and the 

resolution of open issues with tax authorities, including the conclusion of our application for a Bilateral Advance Pricing Agreement relating to the 

alignment of ownership of the Group’s Intellectual Property with the underlying value contributions of group companies. 

 

5. Income taxes continued 
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The Group maintains provisions for potential tax liabilities where uncertainty exists concerning the amount of current or deferred tax recognised.  In 

particular, current and deferred tax amounts recognised as at 31 December 2016 reflect our expectation of the likely final agreement of the Bilateral 

Advice Pricing Agreement.  Due to the complexity of tax laws and their interpretation, the amounts ultimately agreed with tax authorities in respect of 

these uncertainties may differ materially from the amounts provided and may therefore affect the Group’s income tax expense in future periods. 

International tax reform remains a key focus of attention, including the OECD’s Base Erosion & Profit Shifting project and the EU’s action plan for fair and 

efficient corporate taxation.   We continually monitor developments and assess the potential impact for Dialog of such initiatives.  We have concluded that 

current or announced future tax law changes as a result of such initiatives give rise to no changes to the principal risks for Dialog. 

6. Earnings per share 

Basic earnings per share amounts are calculated by dividing net profit (loss) for the year attributable to ordinary equity holders of Dialog by the weighted 

average number of ordinary shares outstanding during the year. 

Diluted earnings per share amounts are calculated by dividing the net profit (loss) attributable to ordinary equity holders of Dialog by the weighted 

average number of ordinary shares outstanding during the year plus the weighted average number of ordinary shares that would be issued if all the 

securities or other contracts to issue ordinary shares were exercised. 

Profit attributable to shareholders in the Company and the weighted average number of ordinary shares for calculating basic and diluted earnings per 

share were calculated as follows: 

    2016 
US$000 

2015 
US$000 

2014 
US$000 

Profit attributable to shareholders in the Company         

For calculating basic earnings per share a 260,940 178,766 138,079 

Add back:         

–  Interest expense on convertible bonds (net of tax)   – 3,483 10,279 

For calculating diluted earnings per share b 260,940 182,249 148,358 

    Number Number Number 

Weighted average number of ordinary shares         

Shares in issue   77,865,955 75,515,745 68,068,930 

Deduct:         

–  Shares held in treasury   (523,135) – – 

–  Shares held by employee benefit trusts   (1,296,216) (1,753,204) (739,976) 

For calculating basic earnings per share c 76,046,604 73,762,541 67,328,954 

Add:         

–  Dilutive share options and awards   4,351,328 3,537,414 2,745,904 

–  Dilutive effect of the Convertible Bonds   – 2,360,078 6,806,893 

For calculating diluted earnings per share d 80,397,932 79,660,033 76,881,751 

    US$ US$ US$ 

Basic EPS  a/c 3.43 2.42 2.05 

Diluted EPS b/d 3.25 2.29 1.93 
     
 

During 2016, the average number of anti-dilutive share options outstanding was 423,760 (2015: 632,893; 2014: 950,340). 

5. Income taxes continued 
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7. Inventories 

Inventories were as follows: 

  As at 31 December 
2016 

US$000 

As at 31 December 
2015 

US$000 

Raw materials 12,334 23,651 

Work-in-process 29,337 43,545 

Finished goods 63,632 67,734 

Total 105,303 134,930 
   
 

8. Goodwill 

Movements on goodwill during the years ended 31 December 2016 and 2015 were as follows: 

  2016 
US$000 

2015 
US$000 

At the beginning of the year 251,062 244,878 

Investment in Dyna Image  – 6,647 

Effect of movements in foreign currency 146 (463) 

At the end of the year 251,208 251,062 
   
 

Dialog’s operating segments comprise its cash-generating units (CGUs) for the purpose of allocating good will. Goodwill was allocated as follows: 

  As at 31 December 
2016 

US$000 

As at 31 December 
2015 

US$000 

Mobile Systems 108,113 108,092 

Connectivity 91,997 91,909 

Power Conversion 51,098 51,061 

Total 251,208 251,062 
   
 

Impairment tests carried out during the year 

Goodwill is tested for impairment annually and whenever there is an indication that it may be impaired. Goodwill is tested for impairment at the level of 

the operating segments to which it is allocated. Goodwill is impaired if the carrying amount of the operating segment to which it is allocated exceeds its 

recoverable amount. In conducting impairment tests of goodwill during 2016, we measured the recoverable amount of each operating segment to which 

goodwill is allocated on a value in use basis. Value in use represents the present value of the future cash flows that we estimate will be generated by the 

assets allocated to each operating segment in their current use and condition.  

Expected future cash flows in the first three years were forecast based on the Group’s medium range financial plan. Cash flows beyond the third year were 

estimated by applying a perpetuity growth factor to the forecast cash flow in the third year.  

We consider that the key assumptions used in determining value in use are the expected compound annual growth of revenue during the forecast 

period, the perpetuity growth rate and the discount rate.  

Expected future revenue of each operating segment is based on external forecasts of the future volume of the end markets for the operating segment’s 

products adjusted to reflect factors specific to the operating segment such as its customer base and available distribution channels, the possibility of new 

entrants to the market and future technological developments. Cash flows during the forecast period also reflect the cost of materials and other direct 

costs, research and development expenditure and selling, general and administrative expenses. We estimated the cost of materials and other direct and 

indirect costs based on current prices and market expectations of future price changes.  

We applied a perpetuity growth rate of 2% per annum in estimating the future cash flows of each operating segment in both 2016 and 2015, which we 

consider to be the long-term growth rate in the demand for the products of each operating segment in its end markets.  

 



 

 

 

 

 

  

26 Dialog Semiconductor 

Financials and selected notes 2016 

Discount rates applied to the cash flow projections were determined using a capital asset pricing model and reflected current market interest rates, 

relevant equity and size risk premiums and the risks specific to the operating segment concerned. Pre-tax discount rates used were as follows: Mobile 

Systems 12.9% (2015: 11.9%); Connectivity 14.3% (2015: 11.6%); and Power Conversion 11.2% (2015: 11.4%). 

We did not recognise any goodwill impairment during 2016 and the recoverable amount of each operating segment to which goodwill is allocated was 

comfortably in excess of its carrying amount.  

9. Other intangible assets 

Movements on other intanbigle assets during the years ended 31 December 2016 and 2015 may be summarised as follows : 

  As at 31 December 
2016 

US$000 

As at 31 December 
2015 

US$000 

Net book value      

At the beginning of the year 138,603 131,505 

Effect of movements in foreign currency 115 (108) 

Additions 23,968 32,831 

Additions through business combinations – 5,600 

Amortisation charge for the year (35,949) (31,123) 

Disposals (1,119) (101) 

At the end of the year 125,619 138,604 
   
 

10. Property, plant and equipment 

Movements on property, plant and equipment during the years ended 31 December 2016 and 2015 may be summarised as follows : 

  As at 31 December 
2016 

US$000 

As at 31 December 
2015 

US$000 

Net book value     

At the beginning of the year 68,444 59,263 

Effect of movements in foreign currency (52) (193) 

Additions 29,970 32,730 

Additions through business combinations – 2,154 

Depreciation charge for the year (27,868) (24,154) 

Disposals (827) (1,356) 

At the end of the year 69,668 68,444 
   
 

  

8. Goodwill continued 
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11. Non-current financial assets 

Non-current financial assets were as follows: 

  As at 31 December 
2016 

US$000 

As at 31 December 
2015 

US$000 

Available-for-sale investments:     

– Shares in Energous Corporation 12,866 – 

– Shares in Arctic Sand Technologies, Inc. 1,446 1,446 

Derivative financial instruments:     

– Warrants over shares in Energous Corporation 6,624 – 

– Call option over shares in Dyna Image Corporation 142 873 

Rental and other deposits 1,254 1,439 

Total 22,332 3,758 
   
 

Energous Corporation (‘Energous’) 

Energous is the developer of WattUp®, a revolutionary wire-free charging technology that provides over-the-air power at a distance. In November 2016, 

Dialog entered into a strategic alliance with Energous whereby it agreed to become the exclusive component supplier of the WattUp® integrated circuits. 

At the same time as entering into the strategic alliance, the Company paid US$10,000 in cash on subscription for 763,552 common shares in Energous and 

was granted warrants to purchase up to 763,552 common shares in Energous that are exercisable in full or in part on a cashless basis at any time between 

May 2017 and November 2019.  

We have classified the shares held by the Company in Energous as available-for-sale. We consider that the subscription price paid for the shares 

represented their fair value at the date of issue.  As at 31 December 2016, the fair value of the shares held by the Company had increased to US$12,866 

and the resulting gain of US$2,866 was recognised in other comprehensive income. As at 31 December 2016, the Company held approximately 3.8% of 

Energous’s issued common shares. 

We consider that the grant of the warrants was linked to the negotiation of the strategic alliance.  On the grant date, we therefore recognised the warrants 

at their fair value of US$4,695 and an equivalent deferred credit within non-current liabilities.  We will amortise the deferred credit to profit or loss in 

relation to the royalties that may be payable by Dialog for the use of Energous’s Intellectual Property over the initial seven-year term of the strategic 

alliance.  As at 31 December 2016, the fair value of the warrants had increased to US$6,624 and the resulting gain of US$1,929 was recognised in profit or 

loss (as other finance income).  

Arctic Sand Technologies, Inc. (‘Arctic Sand’) 

During 2012, Dialog participated in the initial funding round of Arctic Sand, an MIT spin-off commercialising an innovative new approach to power 

conversion for multiple markets, including smartphones, tablets, UltrabooksTM and data centres. As at 31 December 2016, we held approximately 3.5% of 

the issued equity shares in Arctic Sand. We have classified the shares in Arctic Sand as available-for-sale but we carry them at cost because we are unable 

to measure reliably the fair value of the shares. 

Call option over shares in Dyna Image Corporation (‘Dyna’) 

The Company has a call option over the shares in Dyna that it does not already own. During 2016, the fair value of the call option decreased from US$873 

to US$142. Accordingly, a fair value loss of US$731 was recognised in profit or loss during 2016 (2015: loss of US$119). 
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12. Share-based compensation 

Development of plans 

Stock option plan activity (including stock options granted under the LTIP and the EIP) for the years ended 31 December 2016 and 2015 was as follows: 

  2016 2015 

  Options 

Weighted average 
exercise price 

€ Options 

Weighted average 
exercise price 

€ 

Outstanding at the beginning of the year 4,710,245 4.53 5,148,024 5.90 

Granted 1,432,827 0.10 1,008,344 0.10 

Exercised (1,304,595) 6.34 (1,306,386) 6.57 

Forfeited (368,500) 0.64 (139,737) 3.70 

Outstanding at the end of the year  4,469,977 2.90 4,710,245 4.53 

Options exercisable at year end 1,483,001 8.12 1,660,213 10.05 
     
 

The weighted average share price at the date of exercise of options was €31.92 and €39.42 in the years ended 31 December 2016 and 2015 respectively. 

The following table summarises information on stock options outstanding (including stock options granted under the LTIP and the EIP) as at 31 December 

2016: 

  Options outstanding Options exercisable 

Range of Exercise Prices 

Number exercisable 
as at 31 December 

2016 

Weighted average 
remaining 

contractual life 
(in years) 

Weighted average 
exercise price 

€ 

Number exercisable 
as at 31 December 

2016 

Weighted average 
exercise price 

€ 

€0.0 -  1.00 3,556,032 4.63 0.1 617,435 0.13 

€1.00 -  8.00 – n/a n/a n/a n/a 

€8.00 -  16.85 913,945 2.28 13.8 865,566 13.83 

€0.0 -  16.85 4,469,977 4.15 2.9 1,483,001 8.12 
      
 

13. Share buyback programme 

At the Company’s AGM on 28 April 2016, the Directors were granted the authority to purchase up to 7,786,595 ordinary shares in the capital of the 

Company (representing approximately 10% of the issued ordinary share capital of the Company as at 30 March 2016). Such authority shall (unless 

previously renewed, varied or revoked) expire on the day before the next AGM of the Company or on 30 June 2017, whichever is the earlier.  

Purchases made under the authority are off-market from the perspective of the Company and are effected by way of contingent forward share purchase 

contracts entered into with Barclays, HSBC or Merrill Lynch acting as brokers who will purchase interests in the Company’s ordinary shares (CIs) on the 

Frankfurt Stock Exchange.  

Shares purchased under the first and second tranches 

On 9 May 2016, the Company announced the first tranche of the share buyback programme under which it committed to purchase shares with a 

minimum cost of €37.5 million and a maximum cost of €50 million. Final settlement and conclusion of the first tranche took place on 28 September 2016. 

We purchased a total of 1,332,158 shares under the first tranche at a cost of €37.5 million (US$42,024).  

On 8 November 2016, the Company announced details of the second tranche of the share buyback programme under which it committed to purchase 

shares with a minimum cost of €56.25 million and a maximum cost of €75.0 million. On 30 December 2016, we completed the first intermediate 

settlement under the second tranche purchasing 473,592 shares at an initial cost of €17.45 million (US$18,383).  

As at 31 December 2016, we held 1,805,750 shares purchased under the first and second tranches in treasury at a total cost of US$61,472 (including 

related transaction costs of US$1,063).   
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During 2016, we recognised a debit to retained earnings of US$1,643, which mirrored the gain recognised in profit or loss on the translation into US dollars 

of the Euro-denominated liabilities that existed in relation to shares that were purchased during the year under the first and second tranches.  We hedge 

the currency translation exposure on outstanding liabilities to purchase shares using currency forwards and swaps.  After taking into account hedging, we 

recognised a net currency translation loss of US$593 in profit or loss in relation to liabilities to purchase shares under the first and second tranches. 

Share buyback obligation 

As at 31 December 2016, we recognised a debit to equity amounting to US$63,077, which comprised the maximum remaining obligation to purchase 

shares under the second tranche of €57.55 million (US$62,759) and related transaction costs of US$318. 

14. Reclassification of reserves 

In preparing the consolidated financial statements, the Directors have presented the share premium account separately within reserves in order to present 

more clearly the Company’s undistributable reserves. In previous years, the share premium account was subsumed within additional paid-in capital, which 

also included gains recognised on the sale or transfer of shares held by employee benefit trusts and the equity component of the US$201 million 1% 

Convertible Bonds 2017 (‘the Bonds’) that were issued by the Company during 2012 and converted by the bondholders during 2015. As shown in the 

following table, comparative information has therefore been restated as follows: 

e to transfer from additional paid-in capital to the share premium account the cumulative premium (net of issue costs) recognised on the issue of shares 

prior to 1 January 2014 of US$198,364, the premium of US$9,741 on shares issued to employee benefit trusts during 2014 and the premium of 

US$182,809 on shares issued on conversion of the Bonds during 2015; 

e to transfer from additional paid-in capital to retained earnings the cumulative gain of US$11,346 recognised on the sale or transfer of shares by 

employee benefit trusts prior to 1 January 2014 and the gain on such sales or transfers of US$18,487 during 2014 and US$7,119 during 2015;  

e to transfer from additional-paid in capital to a separate reserve the equity component of the Bonds amounting to US$36,579 that was recognised on 

the issue of the Bonds; and 

e on conversion of the Bonds during 2015, to transfer from the separate reserve to retained earnings an amount of US$23,086 representing the 

cumulative interest expense recognised in relation to the Bonds and to transfer the balance of the equity component amounting to US$13,493 to the 

share premium account. 

  Additional paid-in 
capital 
US$000 

Share premium 
account 
US$000 

Retained earnings 
US$000 

Equity component of 
Convertible Bonds 

US$000 

As at 1 January 2014 – as previously stated 246,289 –  199,881 – 

Reclassifications:         

– Premium on the issue of shares (net of issue costs) (198,364) 198,364 – – 

– Gain on sale of shares by employee benefit trusts (11,346) – 11,346 – 

– Equity component of Convertible Bonds (36,579) – – 36,579 

As at 1 January 2014 – reclassified – 198,364 211,227 36,579 

Movements – as previously stated 28,228 – 166,769 – 

Reclassifications:         

– Shares issued to employee benefit trusts (net of issue costs) (9,741) 9,741 – –  

– Gain on sale of shares by employee benefit trusts (18,487) – 18,487 – 

As at 31 December 2014 – reclassified – 208,105 396,483 36,579 

Movements – as previously stated 189,208 – 204,860 – 

Reclassifications:         

– Conversion of Convertible Bonds         

    Issue of shares (182,089) 182,089 – – 

    Transfer of equity component – 13,493 23,086 (36,579) 

– Gain on sale of shares by employee benefit trusts (7,119) – 7,119 – 

As at 31 December 2015 – reclassified – 403,687 631,548 – 
     

  

13. Share buyback programme continued 
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15. Other reserves 

Movements on other reserves were as follows: 

  
Currency 

translation 
reserve 
US$000 

Available-for-sale 
securities 
US$000 

Hedging        
reserve 
US$000 

Treasury         
shares 

US$000 

Equity 
component of 
Convertible 

Bonds 
US$000 

Total 
US$000 

As at 1 January 2014 (1,710) –  1,580 –  36,579 36,449 

Other comprehensive income (loss):             

– Currency translation differences on foreign operations  (1,032) – – – – (1,032) 

– Fair value loss recognised on effective hedges – – (23,614) – – (23,614) 

– Fair value loss transferred to profit or loss – – 3,820 – – 3,820 

– Income tax (expense)/credit (265) – 5,445 – – 5,180 

As at 31 December 2014  (3,007) – (12,769) – 36,579 20,803 

Other comprehensive income (loss):             

– Currency translation differences on foreign operations  (1,463) – – – – (1,463) 

– Fair value loss recognised on effective hedges – – (18,960) – – (18,960) 

– Fair value loss transferred to profit or loss – – 31,980 – – 31,980 

– Income tax (expense)/credit (10) – (3,694) – – (3,704) 

Other changes in equity:             

– Conversion of Convertible Bonds – – – – (36,579) (36,579) 

As at 31 December 2015 (4,480) – (3,443) – – (7,923) 

Other comprehensive income (loss):             

– Currency translation differences on foreign  
   operations  127 – – – – 127 

– Fair value loss recognised on effective hedges – – (13,264) – – (13,264) 

– Fair value loss transferred to profit or loss – – 8,382 – – 8,382 

– Fair value gain on available-for-sale investments – 2,866 – – – 2,866 

– Income tax (expense)/credit (47) – 765 – – 718 

Other changes in equity:             

– Purchase of own shares into treasury – – – (61,472) – (61,472) 

As at 31 December 2016 (4,400) 2,866 (7,560) (61,472) – (70,566) 
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16. Subsequent events 

Share buyback programme 

A further intermediate settlement of the second tranche of the Company’s share buyback programme took place on 9 February 2017 and final settlement 

and conclusion of the tranche took place on 17 February 2017. In these further settlements, we purchased 977,456 shares at a cost of €38.8 million 

(US$41,385) and incurred transaction costs amounting to US$207. 

Information about the Company’s share buyback programme is presented in note 13. 

Investment in Dyna Image Corporation 

In January 2017, the Group participated in a new issue of shares by its subsidiary, Dyna Image Corporation.  We invested the equivalent of US$2,000, 

thereby increasing our shareholding in the business form 45.7% to 48.5%.  We will account for the increase in our shareholding as a transfer within equity 

during the first quarter of 2017. 
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Use of non-IFRS measures 

We use a range of measures to assess financial performance, to ensure performance is aligned to strategy and to ensure continued alignment with 

shareholders’ interests. Certain of these measures are considered particularly important and are identified as ‘key performance indicators’ (KPIs).  We have 

identified the following financial measures as KPIs: revenue growth; gross margin, operating expenses as a percentage of revenue; operating profit growth; 

operating profit margin; and diluted EPS. We monitor these KPIs on both an IFRS basis and an underlying basis.  

Underlying measures of profitability are non-IFRS measures because they exclude amounts that are included in, or include amounts that are excluded 

from, the most directly comparable measure calculated and presented in accordance with IFRS or are calculated using financial measures that are not 

calculated in accordance with IFRS. We do not regard non-IFRS measures as a substitute for, or superior to, the equivalent IFRS measures.  Underlying 

measures of profitability presented by Dialog may not be directly comparable with similarly-titled measures used by other companies. 

Underlying measures of profitability 

We report underlying measures because we believe they provide both management and investors with useful additional information about the financial 

performance of the Group’s businesses.  Underlying measures of profitability represent the equivalent IFRS measures adjusted for specific items that we 

consider hinder comparison of the financial performance of the Group’s businesses either from one period to another or with other similar businesses.   

We exclude from our underlying results the following specific items of income and expense that are recognised in profit or loss in accordance with IFRS 

and their related tax effects: 

• Share-based compensation 

We exclude the share-based compensation expense recognised in relation to options and awards granted under the Company’s share-based 

compensation plans because the awards are equity-settled and therefore have no immediate effect on shareholders’ returns.  We additionally exclude 

the effect on profit or loss of changes in the accrual for payroll taxes payable on the exercise or vesting of options and awards made under the plans 

because the accrual fluctuates with the Company’s share price and the effect on profit or loss is therefore not necessarily indicative of the Group’s 

trading performance.   

• Business combinations 

We exclude from our underlying results those effects of applying the acquisition method of accounting under IFRS that we consider are not indicative 

of the Group’s trading performance, including the accounting for transaction costs, deferred revenue and inventories of acquired businesses, 

integration costs and contingent consideration.  We also exclude from our underlying results transaction costs and termination fees relating to 

business combinations that are not consummated. We excluded the following such items from our underlying results during the periods presented: 

– in 2016, the termination fee received in relation to the aborted merger with Atmel; 

– in 2016 and 2015, transaction costs relating to the aborted merger with Atmel and, in 2014, transaction costs relating to the aborted merger with 

AMS; 

– in 2015 and 2014, the adjustments made to the contingent consideration payable on the acquisition of iWatt and the residual costs of integrating 

that business. 

We also exclude the amortisation of identifiable intangible assets that are recognised in business combinations and the additional depreciation arising 

from the initial measurement at fair value of property, plant and equipment acquired in business combinations in order that the performance of those 

businesses that we have acquired may be compared fairly with those businesses that we have developed on an organic basis. 

• Effective interest on financial liabilities 

 

We adjust the Group’s interest expense to exclude the non-cash element of the interest expense recognised in relation to the liability component of 

the 1% Convertible Bonds 2017 prior to their early conversion during 2015 and a patent licensing agreement that is accounted for as a finance lease 

within other intangible assets.  We consider in each case that the cash interest payments are more indicative of the effect of these arrangements on 

shareholders’ returns.   

  

• Strategic derivative investments 

 

We exclude the gains or losses recognised on the measurement at fair value through profit or loss of the warrants that we hold to purchase additional 

shares in Energous and our call option over the non-controlling interests in Dyna Image.  We hold these instruments for strategic reasons linked to our 

commercial partnerships with these companies.  Since we do not hold these instruments for trading purposes, we exclude fluctuations in their fair 

values when assessing the Group’s trading performance.  

 

 

 

 Financial performance measures  



 

 

        

      Dialog Semiconductor Plc

Financials and selected notes 2016 33  Section 4 Financial performance measures  

            

• Intellectual property reorganisation 

 

We exclude the deferred tax credit that was recognised during 2014 as a consequence of the intra-group reorganisation of certain intellectual 

property following the acquisition of iWatt, because it was a discrete tax benefit that was not indicative of the Group’s trading performance. 

 

We calculate the income tax effect of the above Items by considering the specific tax treatment of each item and by applying the relevant statutory tax 

rate to those items that are taxable or deductible for tax purposes. 

Underlying measures of profitability exclude items that can have a significant effect on the Group’s profit or loss. We compensate for these limitations by 

monitoring separately the items that are excluded from the equivalent IFRS measures in calculating the underlying financial measures. 

Reconciliation of underlying measures to equivalent IFRS measures 

Reconciliations of the underlying measures of profitability used by Dialog to the equivalent IFRS measures for the years ended 31 December 2016, 2015 

and 2014 are presented in the following tables: 

Year ended 31 December 2016 

US$’000 

IFRS basis 

Share-based 
compensation 

and related 
payroll taxes 

Accounting for 
business 

combinations 
Aborted merger 

with Atmel 
Effective  
interest 

Strategic 
derivative 

investments 
Underlying 

basis 

Revenue 1,197,611 – – – – – 1,197,611 

Gross profit 546,715 1,120 7,029 – – – 554,864 

SG&A expenses (133,271) 15,826 7,473 3,485 – – (106,487) 

R&D expenses (241,345) 13,570 – – – – (227,775) 

Other operating income 137,708 – – (137,300) – – 408 

Operating profit 309,807 30,516 14,502 (133,815) – – 221,010 

Net finance (income) / expense (4,601) – – 1,913 526 (1,199) (3,361) 

Profit before income taxes 305,206 30,516 14,502 (131,902) 526 (1,199) 217,649 

Income tax expense (47,090) (4,686) (351) (383) (105) 386 (52,229) 

Net income 258,116 25,830 14,151 (132,285) 421 (813) 165,420 
        
 

Year ended 31 December 2015 

US$’000 

IFRS basis 

Share-based 
compensation  

and related payroll 
taxes 

Accounting for 
business 

combinations 
Aborted merger 

with Atmel 
Integration  

costs 
Effective  
interest 

Underlying  
basis 

Revenue 1,355,312 – – – – – 1,355,312 

Gross profit 624,804 940 6,600 – – – 632,344 

SG&A expenses (143,035) 10,287 11,061 17,604 176 – (103,907) 

R&D expenses (223,182) 10,418 824 – – – (211,940) 

Other operating income 1,159 – – – – – 1,159 

Operating profit 259,746 21,645 18,485 17,604 176 – 317,656 

Net finance expense (4,907) – – 1,153 – 3,724 (30) 

Profit before income taxes 254,839 21,645 18,485 18,757 176 3,724 317,626 

Income tax expense (77,580) (492) (1,027) – – (151) (79,250) 

Net income 177,259 21,153 17,458  18,757  176 3,573 238,376 
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Year ended 31 December 2014 

US$’000 

IFRS basis 

Share-based 
compensation 

and related 
payroll taxes 

Accounting for 
business 

combinations 

Aborted 
merger with 

AMS AG 
Integration 

costs 
Effective 
interest 

Intellectual 
property 

reorganisation 
Underlying 

basis 

Revenue 1,156,105 – – – – – – 1,156,105 

Gross profit 514,809 848 7,749 − − − − 523,406 

SG&A expenses (119,515) 13,700 9,914 1,268 1,253 – – (93,380) 

R&D expenses (213,808) 10,504 1,066 – – – – (202,238) 

Other operating income 4,416 – (1,939) – – – – 2,477 

Operating profit 185,902 25,052 16,790 1,268 1,253 − − 230,265 

Net finance expense (16,581) – – – – 9,269 – (7,312) 

Profit before income taxes 169,321 25,052 16,790 1,268 1,253 9,269 – 222,953 

Income tax expense (31,242) – (1,783) – – – (17,759) (50,784) 

Net income 138,079 25,052 15,007 1,268 1,253 9,269 (17,759) 172,169 
         
 

Accounting for business combinations 

We excluded from the underlying measures of the profitability the following specific items arising from business combinations accounting under IFRS: 

US$'000 unless stated otherwise 2016 2015 2014 

Acquisition-related costs − 86 1,912 

Amortisation of acquired intangible assets 14,502 15,024 15,129 

Additional depreciation of tangible assets − − 1,688 

Change in the fair value of contingent consideration payable − 3,375 (1,939) 

Increase in profit before tax 14,502 18,485 16,790 

Income tax credit (351) (1,027) (1,783) 

Increase in net income 14,151 17,458 15,007 
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Explanation of financial performance measures 

Change in revenue 

We monitor the change in revenue from one period to another and the trend in revenue over time because they are important measures of the growth in 

our business. During the periods presented there were no differences between IFRS and underlying revenue. Revenue was as follows: 

US$'000 unless stated otherwise 2016 2015 2014 

IFRS and underlying basis       

Revenue in the period  1,197,611 1,355,312 1,156,105 

Revenue in the comparative period   1,355,312 1,156,105 901,380 

(Decrease)/increase in revenue  (11.6)% 17.2% 28.3% 
    
 

Gross margin 

Gross margin is gross profit expressed as a percentage of revenue. We monitor gross margin because it provides a measure of the value that we add to our 

products. Gross margin on an IFRS basis and on an underlying basis was as follows: 

US$'000 unless stated otherwise 2016 2015 2014 

IFRS measures       

Revenue 1,197,611 1,355,312 1,156,105 

Gross profit  546,715 624,804 514,809 

Gross margin  45.7% 46.1% 44.5% 

Underlying measures       

Revenue  1,197,611 1,355,312 1,156,105 

Gross profit  554,864 632,344 523,406 

Gross margin 46.3% 46.7% 45.3% 
    
 

Operating expenses as a percentage of revenue 

We monitor operating expenses as a percentage of revenue because it provides a measure of our effort in innovation and the efficiency of our operating 

structure. Operating expenses comprise selling, general and administrative (SG&A) expenses and research and development (R&D) expenses. Operating 

expenses as a percentage of revenue on an IFRS basis and on an underlying basis was as follows: 

US$'000 unless stated otherwise 2016 2015 2014 

IFRS measures       

Revenue  1,197,611 1,355,312 1,156,105 

Operating expenses  (374,616) (366,217) (333,323) 

Operating expenses as a percentage of revenue  31.3% 27.0% 28.8% 

Underlying measures       

Revenue  1,197,611 1,355,312 1,156,105 

Operating expenses  (334,262) (315,847) (295,618) 

Operating expenses as a percentage of revenue  27.9% 23.3% 25.6% 
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Change in operating profit  

We monitor the change in operating profit from one period to another and the trend in operating profit over time because they are important measures 

of the performance of our operations. Operating profit growth on an IFRS basis and on an underlying basis was as follows: 

US$'000 unless stated otherwise 2016 2015 2014 

IFRS measures       

Operating profit in the period  309,807 259,746 185,902 

Operating profit in the comparative period  259,746 185,902 102,660 

Increase in operating profit  19.3% 39.7% 81.1% 

Underlying measures       

Operating profit in the period  221,010 317,656 230,265 

Operating profit in the comparative period  317,656 230,265 139,595 

(Decrease)/increase in operating profit  (30.4)% 38.0% 65.0% 
    
 

Operating profit margin 

Operating profit margin is operating profit expressed as a percentage of revenue. We monitor operating profit margin because it provides a measure of 

the overall profitability of our operations. Operating profit margin on an IFRS basis and on an underlying basis was as follows: 

US$'000 unless stated otherwise 2016 2015 2014 

IFRS measures       

Revenue  1,197,611 1,355,312 1,156,105 

Operating profit  309,807 259,746 185,902 

Operating profit margin 25.9% 19.2% 16.1% 

Underlying measures       

Revenue  1,197,611 1,355,312 1,156,105 

Operating profit  221,010 317,656 230,265 

Operating profit margin 18.5% 23.4% 19.9% 
    
 
  



 

 

        

      Dialog Semiconductor Plc

Financials and selected notes 2016 37  Section 4 Financial performance measures  

            

Underlying EBITDA and EBITDA margin 

Underlying EBITDA is a non-IFRS measure that we define as underlying net income before net finance expense, income tax expense and depreciation and 

amortisation expenses. Underlying EBITDA margin is a non-IFRS measure that represents underlying EBITDA expressed as a percentage of revenue. We 

present underlying EBITDA and underlying EBITDA margin because these measures are useful to investors and other users of our financial information in 

evaluating the sensitivity of our underlying trading performance to changes in variable operating expenses. Underlying EBITDA may be reconciled to 

underlying net income as follows: 

US$'000 2016 20151 20141 

Underlying measures       

Net income(1) 165,420 238,376 172,169 

Net finance expense 3,361 30 7,312 

Income tax expense 52,229 79,250 50,784 

Depreciation expense 27,219 24,010 20,456 

Amortisation expense 21,452 16,096 18,302 

EBITDA(2)                   269,681   357,762 269,023 
    

(1)     Underlying net income is reconciled to net income determined in accordance with IFRS basis in the tables set out under the heading ‘Reconciliation 

of underlying measures to equivalent IFRS measures’. 

(2)     Recalculated to no longer exclude gains and losses on the disposal of fixed assets in order that underlying EBITDA and EBITDA margin presented by 

Dialog are more comparable with similar measures presented by other companies. During 2015, we recognised a loss of US$1,751 on the disposal of 

fixed assets (2014: loss of US$407) that is now included in arriving at underlying EBITDA.  

Underlying EBITDA margin was as follows: 

US$'000 unless stated otherwise 2016 2015 2014 

Underlying measures       

Revenue  1,197,611 1,355,312 1,156,105 

EBITDA 269,681 357,762 269,430 

EBITDA margin 22.5% 26.4% 23.3% 
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Earnings per share (EPS) 

We monitor basic and diluted EPS on an IFRS basis and on an underlying basis. We believe that underlying EPS measures are useful to investors in 

assessing the Group’s ability to generate earnings and provide a basis for assessing the value of the Company’s shares (for example, by way of price 

earnings multiples). Earnings for calculating IFRS and underlying EPS measures were calculated as follows: 

US$'000 unless stated otherwise 2016 2015 2014 

IFRS measures       

Net income 258,116 177,259 138,079 

Loss attributable to non-controlling interests (2,824) (1,507) – 

Earnings for calculating basic EPS 260,940 178,766 138,079 

Effective interest on Convertible Bonds – 3,483 10,279 

Earnings for calculating diluted EPS 260,940 182,249 148,358 

Underlying measures       

Net income(1) 165,420 238,377 172,169 

Loss attributable to non-controlling interests (2,299) (1,507) – 

Earnings for calculating basic EPS 167,719 239,884 172,169 

Interest payable on Convertible Bonds – 503 2,010 

Earnings for calculating diluted EPS 167,719 240,387 174,179 
    

(1)     Underlying net income is reconciled to net income determined in accordance with IFRS basis in the tables set out under the heading ‘Reconciliation 

of underlying measures to equivalent IFRS measures’. 

 

Underlying and diluted EPS measures are calculated using the weighted average number of shares that are used in calculating the equivalent measures 

under IFRS as presented in note 9 to the consolidated financial statements. 

Basic and diluted EPS on an IFRS basis and on an underlying basis were as follows: 

US$ 2016 2015 2014 

IFRS measures       

Basic EPS 3.43 2.42 2.05 

Diluted EPS 3.25 2.29 1.93 

Underlying measures       

Basic EPS 2.20 3.25 2.56 

Diluted EPS 2.09 3.02 2.27 
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