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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

™ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended June 27, 2008
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 1-5560

SKYWORKS SOLUTIONS, INC.

(Exact name of registrant as specified in its charter)

Delaware 04-2302115
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
20 Sylvan Road, Woburn, Massachusetts 01801
(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code: (781) 376-3000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. ™M Yes O No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2
of the Exchange Act. (Check one):

Large accelerated filer ~ Accelerated filer O Non-accelerated filer O Smaller reporting company [
4}

(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). O Yes M No

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date.

Class Outstanding at July 31, 2008
Common Stock, par value $.25 per share 164,943,657
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SKYWORKS SOLUTIONS, INC.

QUARTERLY REPORT ON FORM 10-Q
FOR THE QUARTER ENDED JUNE 27, 2008

TABLE OF CONTENTS

PART I FINANCIAL INFORMATION

ITEM 1: FINANCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF OPERATIONS — THREE AND NINE MONTHS ENDED
JUNE 27, 2008 (UNAUDITED) AND JUNE 29, 2007 (UNAUDITED)

CONSOLIDATED BALANCE SHEETS — JUNE 27, 2008 (UNAUDITED) AND SEPTEMBER 28,
2007

CONSOLIDATED STATEMENTS OF CASH FLOWS NINE MONTHS ENDED JUNE 27, 2008
(UNAUDITED) AND JUNE 29, 2007 (UNAUDITED)

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

ITEM 2: MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF

OPERATIONS

ITEM 3: QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

ITEM 4: CONTROLS AND PROCEDURES

PART II OTHER INFORMATION

ITEM 1A: RISK FACTORS

ITEM 2: UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

ITEM 6: EXHIBITS

SIGNATURES
EX-31.1
EX-31.2
EX-32.1
EX-32.2

PAGE NO.

16

25

26

26

26

26

27

28

Source: SKYWORKS SOLUTIONS I, 10-Q, August 06, 2008



Table of Contents

PART 1. FINANCIAL INFORMATION

Item 1. Consolidated Financial Statements

SKYWORKS SOLUTIONS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited, in thousands, except per share amounts)

Three-months Ended

Nine-months Ended

June 27, June 29, June 27, June 29,
2008 2007 2008 2007
Net revenues $ 215210 $ 175,050 $§ 627,451 $ 551,290
Cost of goods sold 128,776 106,418 378,312 338,640
Gross profit 86,434 68,632 249,139 212,650
Operating expenses:
Research and development 36,561 30,549 107,236 92,344
Selling, general and administrative 25,975 24,874 74,608 72,652
Amortization of intangible assets 1,101 536 4,904 1,608
Restructuring and special charges — 257 — 5.730
Total operating expenses 63.637 56.216 186.748 172.334
Operating income 22,797 12,416 62,391 40,316
Interest expense (1,658) (2,565) (5,635) (9,928)
Other income, net 1,064 2.766 4.997 7.824
Income before income taxes 22,203 12,617 61,753 38,212
Provision for income taxes 1.737 1.194 5.536 2.555
Net income $ 20,466 $ 11,423 § 56,217 $ 35,657
Per share information:
Net income, basic $ 0.13 $ 0.07 $ 0.35 $ 0.22
Net income, diluted $ 0.12 $ 0.07 $ 0.34 $ 0.22
Number of weighted-average shares used in per share computations, basic 162,095 158,606 161,166 160,159
Number of weighted-average shares used in per share computations, diluted 164,649 160,032 163,323 161,278

The following table summarizes share-based compensation expense for the three and nine-month periods ended June 27, 2008 and

June 29, 2007 which is included in the financial statement line items above as follows:

Three-months

Nine-months

Ended Ended
June 27, June 29, June 27, June 29,
(In thousands) 2008 2007 2008 2007
Cost of goods sold 651 475 2,162 876
Research and development 2,436 1,545 6,202 3,653
Selling, general and administrative 3,025 1,625 8,398 5,187

The accompanying notes are an integral part of these consolidated financial statements.
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SKYWORKS SOLUTIONS, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except per share amounts)

ASSETS
Current assets:
Cash and cash equivalents
Short-term investments
Restricted cash
Receivables, net of allowance for doubtful accounts of $1,613 and $1,662
Inventories
Other current assets
Total current assets
Property, plant and equipment, net
Goodwill
Intangible assets, net
Deferred tax assets
Other assets
Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
Short-term debt
Accounts payable
Accrued compensation and benefits
Other current liabilities
Total current liabilities
Long-term debt, less current maturities
Other long-term liabilities
Total liabilities

Commitments and contingencies (Note 9)

Stockholders’ equity:
Preferred stock, no par value: 25,000 shares authorized, no shares issued
Common stock, $0.25 par value: 525,000 shares authorized; 169,570 shares issued
and 164,880 shares outstanding at June 27, 2008 and 165,593 shares issued and
161,101 shares outstanding at September 28, 2007
Additional paid-in capital
Treasury stock
Accumulated deficit
Accumulated other comprehensive loss
Total stockholders’ equity
Total liabilities and stockholders’ equity

The accompanying notes are an integral part of these consolidated financial statements.

As of
June 27,
2008 September 28,
(Unaudited) 2007

$ 248,015 $ 241,577

— 5,700

5,962 6,502

169,289 167,319

96,119 82,109

10,282 10,511

529,667 513,718

171,636 153,516

489,961 480,890

21,157 13,442

14,536 14,459

14,051 13,883

$ 1,241,008 $1,189,908

$ 50,000 $ 99,335

69,239 56,417

29,168 28,392

8,444 13.079

156,851 197,223

200,000 200,000

5,773 6,338

362,624 403,561

41,220 40,275

1,420,336 1,382,230
(33,581) (31,855)
(547,872) (604,089)
(1,719) (214)

878,384 786,347

$ 1,241,008 $1,189,908

Source: SKYWORKS SOLUTIONS I, 10-Q, August 06, 2008
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SKYWORKS SOLUTIONS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited, in thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Share-based compensation expense
Depreciation
Charge in lieu of income tax expense
Amortization of intangible assets
Amortization of deferred financing costs
Contribution of common shares to savings and retirement plans
Non-cash restructuring expense
Deferred income taxes
Loss on sales of assets
Provision for (losses) recoveries on accounts receivable
Changes in assets and liabilities:
Receivables
Inventories
Other current and long-term assets
Accounts payable
Other current and long-term liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Capital expenditures

Payments for acquisitions

Sale of short-term investments
Purchase of short-term investments

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from notes offering

Payments on long-term borrowings
Deferred financing costs

Retirement of Junior Notes

Change in restricted cash

Repurchase of common stock

Net proceeds from exercise of stock options

Net cash provided by (used in) financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental cash flow disclosures:
Taxes paid

Interest paid

Nine-months Ended

June 27, June 29,
2008 2007

$ 56,217 $ 35,657
16,762 9,716
33,434 28,829
4,709 1,515

5,522 1,608

1,332 1,800

6,378 5,259

— 419
(313) (324)

292 226

(48) 1,725
(1,922) (7,271)
(8,427) (1,989)
619 (174)
12,822 (15,396)
(5,302) (6,839)
122,075 54,761
(51,846) (30,565)
(32,627) —
10,000 587,183
(7,500) (633.933)
(81.973) (77.315)

— 200,000
— (130,000)
— (6,189)

(49,335) —
541 (200)
(1,727) (30,764)
16,857 6,153
(33.664) 39,000
6,438 16,446
241,577 136,749

$ 248,015 § 153,195
$ 679 $ 926
$ 4159 $ 10195

The accompanying notes are an integral part of these consolidated financial statements.
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SKYWORKS SOLUTIONS, INC.
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Skyworks Solutions, Inc. (“Skyworks” or the “Company”) designs, manufactures and markets a broad range of high performance
analog and mixed signal semiconductors that enable wireless connectivity. Our power amplifiers (PAs), front-end modules (FEMs)
and integrated radio frequency (RF) solutions can be found in many of the cellular handsets sold by the world’s leading
manufacturers. Leveraging our core analog technologies, we also offer a diverse portfolio of linear integrated circuits (ICs) that
support automotive, broadband, cellular infrastructure, industrial and medical applications.

The accompanying unaudited consolidated financial statements have been prepared pursuant to the rules and regulations of the
Securities and Exchange Commission (the “SEC”). Certain information and footnote disclosures, normally included in annual
consolidated financial statements prepared in accordance with accounting principles generally accepted in the United States of
America, have been condensed or omitted pursuant to those rules and regulations. However, in the opinion of management, the
financial information reflects all adjustments, consisting of adjustments of a normal recurring nature necessary to present fairly the
financial position, results of operations, and cash flows of the Company. The results of operations for the three and nine-month
periods ended June 27, 2008 are not necessarily indicative of the results to be expected for the full year. This information should be
read in conjunction with the Company’s financial statements and notes thereto contained in the Company’s Form 10-K for the fiscal
year ended September 28, 2007 as filed with the SEC.

The Company’s fiscal year ends on the Friday closest to September 30. Fiscal 2007 consisted of 52 weeks and ended on

September 28, 2007, and the third quarters of fiscal 2008 and fiscal 2007 each consisted of 13 weeks and ended on June 27, 2008 and
June 29, 2007, respectively. Fiscal 2008 will consist of 53 weeks and end on October 3, 2008, with the first three quarters of fiscal
2008 consisting of 13 weeks, and the fourth quarter of fiscal 2008 consisting of 14 weeks.

2. BUSINESS COMBINATIONS

In October 2007, the Company paid $32.6 million in cash to acquire certain assets from two separate companies. The Company
acquired raw materials, die bank, finished goods, proprietary GaAs PA/FEM designs and related intellectual property in a business
combination from Freescale Semiconductor. We also acquired sixteen fundamental HBT and RF MEMs patents in an asset acquisition
from another company. The purchase accounting on these acquisitions was finalized in March 2008.

The purchase prices as of October 23, 2007 were allocated based upon the fair value of the tangible and intangible assets acquired to
allocate the purchase prices in accordance with Statement of Financial Accounting Standards (“SFAS”) 141, Business Combinations.
Based upon those calculations, the Company has definitively concluded that customer relationships have a fair value of $8.5 million,
order backlog has a fair value of $1.6 million, developed technology has a fair value of $1.3 million, the Master Foundry Services
agreement has a fair value of $0.9 million, patents have a fair value of $0.9 million, inventories have a fair value of $5.6 million and
the remaining purchase price of $13.8 million is allocated to goodwill. The intangible assets will be amortized over periods ranging
from .5 years to 5 years.

The Company’s primary reasons for the above acquisitions were to expand its market share in power amplifiers and front end modules
at certain existing customers, and increase the probability of future design wins with these customers. The significant factors that
resulted in recognition of goodwill in one of the transactions were: (a) the purchase price was based on cash flow projections assuming
the sale of the acquired inventory and the sale of the Company’s next generation product (a derivative of the acquired inventory); and
(b) there were very few tangible and identifiable intangible assets that qualified for recognition.

Source: SKYWORKS SOLUTIONS I, 10-Q, August 06, 2008
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SKYWORKS SOLUTIONS, INC.
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS — Continued

The Consolidated Financial Statements include the operating results of the acquired business from the date of acquisition. Pro forma
results of operations for these acquisitions completed during the nine-month period ended June 27, 2008 have not been presented
because the effects of the acquisitions were not material to the Company’s financial results.

3. AVAILABLE FOR SALE SECURITIES

The Company accounts for its investment in debt and equity securities in accordance with SFAS No. 115, Accounting for Certain
Investments in Debt and Equity Securities, and classifies them as “available for sale”. These securities consist of $3.2 million in
amortized cost of auction rate securities (“ARS”), which are long-term debt instruments which provide liquidity through a Dutch
auction process that resets interest rates each month. The recent uncertainties in the credit markets have disrupted the liquidity of this
process resulting in failed auctions.

In the three and nine-month periods ended June 27, 2008, the carrying value of these securities was reduced by $0.0 million and
$1.5 million, respectively, reflecting a change in fair value. The Company assessed these declines in fair value to be temporary and
recorded this reduction in shareholders’ equity in accumulated other comprehensive loss. The Company will continue to closely
monitor these ARS and evaluate the appropriate accounting treatment in each reporting period. The Company holds no other auction
rate securities.

ARS were classified in prior periods as current assets under “Short-term Investments”. Given the failed auctions, the Company’s ARS
are considered to be illiquid until there is a successful auction. Accordingly, the remaining ARS balance has been reclassified to
non-current other assets.

4. INVENTORIES

Inventories consist of the following (in thousands):

June 27, September 28,
2008 2007
Raw materials $ 7,570 $ 6,624
Work-in-process 58,907 48,128
Finished goods 29,642 27,357
$ 96,119 $ 82,109
5. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consist of the following (in thousands):
June 27, September 28,
2008 2007
Land $ 9,423 $ 9,423
Land and leasehold improvements 4,453 4,394
Buildings 39,998 39,730
Furniture and Fixtures 25,884 24,485
Machinery and equipment 378,897 343,551
Construction in progress 24.866 12,671
483,521 434,254
Accumulated depreciation and amortization (311,885) (280,738)
$ 171,636 $ 153,516

Source: SKYWORKS SOLUTIONS I, 10-Q, August 06, 2008
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SKYWORKS SOLUTIONS, INC.
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS — Continued

6. GOODWILL AND INTANGIBLE ASSETS

Goodwill and intangible assets consist of the following (in thousands):

Weighted
Average June 27, 2008 September 28, 2007
Amortization Gross Net Gross Net
Period Carrying Accumulated Carrying Carrying Accumulated Carrying
(Years) Amount Amortization Amount Amount Amortization Amount

Goodwill $ 489,961 § — § 489,961 $ 480,890 $ = $ 480,890
Amortized

intangible assets
Developed

technology 510 $ 11,850 $  (7,249) $ 4601 $ 10550 $  (6,399) $ 4,151
Customer

relationships 5-10 21,210 (8,907) 12,303 12,700 (6,678) 6,022
Patents 3 900 (225) 675 — — —
Other .5-3 2,649 (2.340) 309 122 (122) —

36,609 (18,721) 17,888 23,372 (13,199) 10,173

Unamortized

intangible assets
Trademarks 3,269 — 3.269 3.269 — 3.269
Total intangible

assets $ 39878 § (18,721) $§ 21,157 § 26,641 $ (13,199) 3 13,442

Amortization expense related to intangible assets are as follows (in thousands):

Three-months Ended Nine-months Ended
June 27, June 29, June 27, June 29,
2008 2007 2008 2007
Amortization expense $1,411 $536 $5,522 $1,608

The changes in the gross carrying amount of goodwill and intangible assets are as follows (in thousands):

Goodwill and Intangible Assets

Developed Customer Patents
Goodwill Technology Relationships Trademarks and Other Total
Balance as of September 28,
2007 $ 480,890 $ 10,550 $ 12,700 $ 3,269 $ 122 $ 507,531
Additions during period 13,779 1,300 8,510 — 3,427 27,016
Deductions during period (4,708) — — — — (4,708)

Balance as of June 27, 2008 § 489,961 § 11,850 $ 21,210 $ 3,269 § 3,549 § 529,839

In October 2007, the Company paid $32.6 million in cash to acquire certain assets from two separate companies resulting in the
allocation of approximately $13.8 million to goodwill. For additional information regarding these acquisitions see Note 2, Business
Combinations.

Goodwill was reduced by $4.7 million in the nine-month period ended June 27, 2008 as a result of the realization of deferred tax
assets. The benefit from the recognition of a portion of these deferred items reduces the carrying value of goodwill instead of reducing
income tax expense. Accordingly, future realization of certain deferred tax assets will reduce the carrying value of goodwill. The
remaining deferred tax assets that could reduce goodwill in future periods are $13.9 million as of June 27, 2008.

Annual amortization expense related to intangible assets for the next five years is expected to be as follows (in thousands):

2008 2009 2010 2011 2012
Amortization expense $6,933 $4,406 $4,406 $4,106 $3,560

Source: SKYWORKS SOLUTIONS I, 10-Q, August 06, 2008
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SKYWORKS SOLUTIONS, INC.
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS — Continued

7. BORROWING ARRANGEMENTS
Long-Term Debt

Long-term debt consists of the following (in thousands):

June 27, September 28,
2008 2007
Junior Notes $ — $ 49,335
2007 Convertible Notes 200,000 200,000
Long-term debt $ 200,000 $ 249,335

Less-current maturities — 49,335
$ 200,000 $ 200,000

On March 2, 2007, the Company issued $200.0 million aggregate principal amount of convertible subordinated notes (“2007
Convertible Notes”). The offering contained two tranches. The first tranche consisted of $100.0 million of 1.25% convertible
subordinated notes due March 2010. The second tranche consisted of $100.0 million of 1.50% convertible subordinated notes due
March 2012. The conversion price of the 2007 Convertible Notes is 105.0696 shares per $1,000 principal amount of notes to be
redeemed, which is the equivalent of a conversion price of approximately $9.52 per share, plus accrued and unpaid interest, if any, to
the conversion date. Holders may require the Company to repurchase the 2007 Convertible Notes upon a change in control of the
Company. The Company pays interest in cash semi-annually in arrears on March 1 and September 1 of each year. It has been the
Company’s historical practice to cash settle the principal and interest components of convertible debt instruments, and it is our
intention to continue to do so in the future, including settlement of the 2007 Convertible Notes.

On December 21, 2006, the Financial Accounting Standards Board (“FASB”) issued FASB Staff Position Emerging Issues Task Force
00-19-2 (“FSP EITF 00-19-2”). FSP EITF 00-19-2 specifies that the contingent obligation to make future payments, or otherwise
transfer consideration under a registration payment arrangement, should be separately recognized and measured in accordance with
FASB Statement No. 5, Accounting for Contingencies (“FASB 5”). The Company adopted FSP EITF 00-19-2 on September 29, 2007.
The Company agreed to file a shelf registration statement under the Securities Act of 1933 (the “Securities Act”) not later than

120 days after the first date of original issuance of the 2007 Convertible Notes. The Company agreed to utilize commercially
reasonable efforts to have this shelf registration statement declared effective not later than 180 days after the first date of original
issuance of the notes, and to keep it effective until the earliest of: 1) two years from the effective date of the shelf registration
statement; 2) the date when all registrable securities have been registered under the Securities Act and disposed of; and 3) the date on
which all registrable securities held by non-affiliates are eligible to be sold to the public pursuant to Rule 144(k) under the Securities
Act. The Company filed the shelf registration statement within 120 days of the original issuance of the 2007 Convertible Notes and the
shelf registration statement was declared effective within 180 days after the first date of original issuance of the notes. If the shelf
registration statement ceases to be effective within two years from the effective date of the shelf registration statement the Company
will be obligated to pay an additional 0.25% interest per annum for the first 90 days after the occurrence of the registration default and
at the rate of 0.50% per annum thereafter. The Company has concluded that it is not probable that a contingent liability has been
incurred at June 27, 2008 pursuant to the application of FASB 5 and thus has not recorded a liability.

Junior Notes represent the Company’s 4.75% convertible subordinated notes due November 2007. During the three-month period
ended December 28, 2007, the Company retired the entire $49.3 million in aggregate principal amount of the Junior Notes at a price of
$1,000 per $1,000 principal amount of notes plus $1.2 million in accrued and unpaid interest.

9
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SKYWORKS SOLUTIONS, INC.
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS — Continued

Short-Term Debt

Short-term debt consists of the following (in thousands):

June 27, September 28,

2008 2007
Junior Notes $ — $ 49,335
Facility Agreement 50,000 50,000
$ 50,000 $ 99,335

On July 15, 2003, the Company entered into a receivables purchase agreement under which it has agreed to sell from time to time
certain of its accounts receivable to Skyworks USA, Inc. (“Skyworks USA”), a wholly-owned special purpose entity that is
consolidated for accounting purposes. Concurrently, Skyworks USA entered into an agreement with Wachovia Bank, N.A. providing
for a $50.0 million credit facility (“Facility Agreement”) secured by the purchased accounts receivable. As a part of the consolidation,
any interest incurred by Skyworks USA related to monies it borrows under the Facility Agreement is recorded as interest expense in
the Company’s results of operations. The Company performs collections and administrative functions on behalf of Skyworks USA.
The Company renewed the Facility Agreement on July 11, 2008 for a one year term. Interest related to the Facility Agreement is at
LIBOR plus 0.75%. As of June 27, 2008, Skyworks USA had borrowed $50.0 million under this agreement.

8. INCOME TAXES

We recorded tax provisions of $1.7 million and $5.5 million for the three and nine-month periods ended June 27, 2008 and

$1.2 million and $2.6 million for the three and nine-month periods ended June 29, 2007. Our effective tax rates were 7.8% and 9.0%
for the three and nine-month periods ended June 27, 2008 and 9.5% and 6.7% for the three and nine-month periods ended June 29,
2007. The difference between our effective tax rates and the 35% federal statutory rate resulted primarily from a tax benefit related to
a reduction in the federal and state deferred tax asset valuation allowance on the deferred tax assets utilized during the period and
foreign earnings taxed at rates lower than the federal statutory rate.

As noted in our most recent Annual Report on Form 10-K, no benefit has been recognized in the Statement of Operations for certain
pre-Merger deferred tax assets. The benefit from the recognition of these deferred items reduces the carrying value of goodwill instead
of reducing income tax expense. We will evaluate the realization of the pre-Merger deferred tax assets on a quarterly basis and adjust
the provision for income taxes accordingly. As a result, the effective tax rate may vary in subsequent quarters.

We utilize the asset and liability method of accounting for income taxes as set forth in SFAS No. 109, Accounting for Income Taxes,
or (“SFAS 109”). Under the asset and liability method, deferred taxes are determined based on the temporary differences between the
financial statement and tax basis of assets and liabilities using tax rates expected to be in effect during the years in which the basis
differences reverse. A valuation allowance is recorded when it is more likely than not that some of the deferred tax assets will not be
realized.

In July 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes-an interpretation of FASB
Statement No. 109” (“FIN 48”). FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial
statements in accordance with SFAS 109. FIN 48 prescribes a recognition threshold and measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. This statement also provides
guidance on derecognition, classification, interest and penalties, accounting in the interim periods, disclosure, and transition. The
Company adopted FIN 48 on September 29, 2007, and the provisions of FIN 48 will be applied to all income tax provisions
commencing from that date.

During the quarter ended June 27, 2008, the statute of limitations period expired relating to an unrecognized tax benefit. The
expiration of the statute of limitations period resulted in the recognition of $0.6 million of previously unrecognized tax benefit, which
impacted the effective tax rate as a discrete item during the quarter. In addition,
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SKYWORKS SOLUTIONS, INC.
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS — Continued

$0.5 million of accrued interest related to this tax position was reversed during the quarter, resulting in a total year-to-date benefit for
accrued interest of $0.4 million.

Of the total unrecognized tax benefits at June 27, 2008, none would impact the effective tax rate, if recognized. There are no positions
which we anticipate could change within the next twelve months.

On October 1, 2007, Mexico enacted a new “flat tax” regime which became effective January 1, 2008. SFAS 109 prescribes that the
effect of the new tax on deferred taxes must be included in tax expense in the period that includes the enactment date. The effect of
recording deferred taxes in the first fiscal quarter of 2008 to the foreign tax provision (benefit) was ($0.2) million. In addition to the
deferred taxes, the Company has accrued flat tax for the three and nine-month periods ended June 27, 2008 of $0.1 million and

$0.2 million, respectively.

9. COMMITMENTS AND CONTINGENCIES
Legal Matters

From time to time, various lawsuits, claims and proceedings have been, and may in the future be, instituted or asserted against the
Company, including those pertaining to patent infringement, intellectual property, environmental, product liability, safety and health,
employment and contractual matters.

Additionally, the semiconductor industry is characterized by vigorous protection and pursuit of intellectual property rights. From time
to time, third parties have asserted and may in the future assert patent, copyright, trademark and other intellectual property rights to
technologies that are important to our business and have demanded and may in the future demand that we license their technology.
The outcome of litigation cannot be predicted with certainty and some lawsuits, claims or proceedings may be disposed of unfavorably
to the Company. Intellectual property disputes often have a risk of injunctive relief, which, if imposed against the Company, could
materially and adversely affect the Company’s financial condition, or results of operations.

From time to time we are involved in legal proceedings in the ordinary course of business. We believe that there is no such ordinary
course litigation pending that will have, individually or in the aggregate, a material adverse effect on our business.

Guarantees and Indemnifications

The Company has no guarantees. The Company generally indemnifies its customers from third-party intellectual property
infringement litigation claims related to its products, and, on occasion, also provides other indemnities related to product sales. In
connection with certain facility leases, the Company has indemnified its lessors for certain claims arising from the facility or the lease.

The Company indemnifies its directors and officers to the maximum extent permitted under the laws of the state of Delaware. The
duration of the indemnities varies, and in many cases is indefinite. The indemnities to customers in connection with product sales
generally are subject to limits based upon the amount of the related product sales and in many cases are subject to geographic and
other restrictions. In certain instances, the Company’s indemnities do not provide for any limitation of the maximum potential future
payments the Company could be obligated to make. The Company has not recorded any liability for these indemnities in the

accompanying consolidated balance sheets.
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SKYWORKS SOLUTIONS, INC.
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS — Continued
10. RESTRUCTURING AND SPECIAL CHARGES

Restructuring and special charges consists of the following (in thousands):

Three-months Ended Nine-months Ended
June 27, June 29, June 27, June 29,
2008 2007 2008 2007
Restructuring and special charges $ — $ 257 $ — $ 5,730
$§  — $ 257 $ — $ 5730

Restructuring and special charges consist of charges for asset impairments and restructuring activities, as follows:

On September 29, 2006, the Company implemented a plan to exit its baseband product area in order to focus on its core products
encompassing linear products, power amplifiers, front-end modules and radio solutions. The Company recorded various charges
associated with this action.

The Company recorded additional restructuring charges of $4.9 million related to the exit of the baseband product area during the
nine-month period ended June 29, 2007. These charges consist of $4.5 million relating to the exit of certain operating leases,

$0.5 million relating to additional severance, $1.4 million related to the write-off of technology licenses and design software, offset by
a $1.5 million credit related to the reversal of a reserve originally recorded to account for an engineering vendor charge associated
with the exit of the baseband product area.

Activity and liability balances related to the fiscal 2006 restructuring actions are as follows (in thousands):

License and

Facility Software Workforce Asset

Closings Write-offs Reductions Impairments Total
Charged to costs and expenses $ 105 $ 9,583 $ 13,070 $ 4,197 $ 26,955
Non-cash items — (6,426) — (4,197) (10,623)
Restructuring balance, September 29, 2006 $ 105 $ 3,157 $ 13,070 $ — $ 16,332
Charged to costs and expenses 4,483 (83) 530 — 4,930
Reclassification of reserves (128) (508) 636 — —
Non-cash items — (419) — — (419)
Cash payments (1,690) (1,847) (13,242) — (16,779)
Restructuring balance, September 28, 2007 $ 2,770 $ 300 $ 994 $ — $ 4,064
Reclassification of reserves 84 (75) 75 — 84
Cash payments (1,258) (225) (721) — (2,204)
Restructuring balance, June 27, 2008 $ 1,596 $ — $ 348 $ — $ 1,944

The Company anticipates that most of the remaining payments associated with the exit of the baseband product area will be remitted
during fiscal years 2008 and 2009.

11. SEGMENT INFORMATION

In accordance with SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information (“SFAS 131”), the
Company has one reportable operating segment which designs, develops, manufactures and markets proprietary semiconductor
products, including intellectual property, for manufacturers of wireless communication products. SFAS 131 establishes standards for
the way public business enterprises report information about operating segments in annual financial statements and in interim reports
to shareholders. The method for determining what information to report is based on management’s organization of segments within
the Company for making operating decisions and assessing financial performance. In evaluating financial performance, management
uses sales and operating profit as the measure of the segments’ profit or loss. All of the Company’s operating segments share similar
economic characteristics as they have a similar long term business model, and have similar research and development expenses and
similar selling, general and administrative expenses, thus, the Company has concluded at June 27, 2008 that it has only one reportable
operating segment. The Company will re-assess its conclusions at least annually.
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SKYWORKS SOLUTIONS, INC.
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS — Continued
12. EMPLOYEE STOCK BENEFIT PLANS

Net income for the three-month period ended June 27, 2008 and June 29, 2007 included share-based compensation expense under
SFAS No. 123(R) (revised 2004), Share-Based Payment (“SFAS 123(R)”) of $6.1 million and $3.6 million, respectively. Net income
for the nine-month period ended June 27, 2008 and June 29, 2007 included share-based compensation expense under SFAS 123(R) of
$16.8 million and $9.7 million, respectively.

The following table summarizes share-based compensation expense related to employee stock options, employee stock purchases,
performance stock grants, and restricted stock grants under SFAS 123(R) for the three and nine-month periods ended June 27, 2008
and June 29, 2007 which were allocated as follows:

Three-months Ended Nine-months Ended
June 27, June 29, June 27, June 29,
(In thousands) 2008 2007 2008 2007
Stock Options $ 3,052 $ 2,320 $ 8,099 $ 5,404
Non-vested restricted stock with service and market
conditions 761 460 3,129 2,046
Non-vested restricted stock with service conditions 270 238 798 761
Performance shares 838 300 2,653 500
Employee Stock Purchase Plan 380 327 1,174 1,005
Incremental Bonus 811 — 811 —
Other — — 98 —
$ 6,112 $ 3,645 $ 16,762 $ 9716

The Compensation Committee of the Company’s Board of Directors recommended the modification of certain of the terms of options
to purchase the Company’s common stock held by Board of Directors Chairman Dwight Decker effective upon his retirement from
the Board of Directors on March 27, 2008. The Board of Directors voted on and accepted this recommendation in January 2008. The
modification impacted stock options granted 24 months or prior to Mr. Decker’s retirement and those stock options scheduled to vest
within 12 months following his retirement date. Specifically, the vesting of 18,750 of Mr. Decker’s outstanding stock options was
accelerated such that they are now exercisable. In addition, the exercise period of 107,250 of Mr. Decker’s stock options (including
the 18,750 accelerated options discussed above) was extended so that, instead of expiring on June 25, 2008, such options would
continue to be exercisable for a period of two years from his retirement date. The modification of the 107,250 above-referenced
options resulted in the Company incurring a non-cash credit of approximately $0.1 million since the Company had previously
recognized expense on these awards.

Share-based compensation for the three and nine-month periods ended June 27, 2008 includes approximately $0.8 million related to
the anticipated payout of the portion of management incentive compensation that exceeds target metrics in unrestricted common stock.
The common stock awards, if earned under the management incentive program, relate to the second half of fiscal year 2008 and would
be issued in November 2008. The Company anticipates an immaterial amount of share dilution as a result of this arrangement.

The following table summarizes share-based compensation expense related to employee stock options, employee stock purchases,
performance stock grants, and restricted stock grants under SFAS 123(R) for the three and nine-month periods ended June 27, 2008
and June 29, 2007 which was allocated as follows:

Three-months Ended Nine-months Ended
June 27, June 29, June 27, June 29,

(In thousands) 2008 2007 2008 2007
Cost of sales 651 475 2,162 876
Research and development 2,436 1,545 6,202 3,653
Selling, general and administrative 3,025 1,625 8.398 5,187
Share-based compensation expense included in operating

expenses $ 6,112 $ 3,645 $ 16,762 $§ 9,716
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The Company utilized the following weighted average assumptions in calculating its share-based compensation expense using the
Black Scholes model at June 27, 2008 and June 29, 2007:

Three and Nine-months Ended

June 27, June 29,
2008 2007
Expected volatility 51.56% 57.32%
Risk free interest rate (7 year contractual life options) 3.95% 5.11%
Risk free interest rate (10 year contractual life options) 4.27% 5.11%
Dividend yield 0.00 0.00
Expected option life (7 year contractual life options) 4.42 4.57
Expected option life (10 year contractual life options) 5.80 5.86
13. EARNINGS PER SHARE
Three-months Ended Nine-months Ended
June 27, June 29, June 27, June 29,
(In thousands, except per share amounts) 2008 2007 2008 2007
Net income $ 20,466 $ 11,423 $ 56,217 $ 35,657
Weighted average shares outstanding — basic 162,095 158,606 161,166 160,159
Effect of dilutive stock options 2.554 1.426 2.157 1.119
Weighted average shares outstanding — diluted 164,649 160,032 163,323 161,278
Net income per share — basic $ 0.13 $ 0.07 $ 0.35 $ 0.22
Effect of dilutive stock options (0.01) — (0.01) —
Net income per share — diluted $ 0.12 $ 0.07 $ 0.34 $ 0.22

Basic earnings per share is calculated by dividing net income by the weighted average number of common shares outstanding. Diluted
earnings per share includes the dilutive effect of equity based awards using the treasury stock method, the Junior Notes on an
if-converted basis and the 2007 Convertible Notes using the treasury stock method, if their effect is dilutive.

Equity based awards exercisable for approximately 21.6 million shares were outstanding but not included in the computation of
earnings per share for the three-month period ended June 27, 2008 as their effect would have been anti-dilutive. Junior Notes
convertible into approximately 1.0 million shares and equity based awards exercisable for approximately 23.5 million shares were
outstanding but not included in the computation of earnings per share for the nine-month period ended June 27, 2008 as their effect
would have been anti-dilutive. If the Company had earned at least $59.4 million in net income for the nine-month period ended
June 27, 2008, the Junior Notes would have been dilutive to earnings per share.

The 2007 Convertible Notes contain cash settlement provisions, which permit the application of the treasury stock method in
determining potential share dilution associated with the conversion spread should the share price of the Company’s common stock
exceed $9.52. It has been the Company’s historical practice to cash settle the principal and interest components of convertible debt
instruments, and it is our intention to continue to do so in the future, including settlement of the 2007 Convertible Notes. These shares
have not been included in the computation of earnings per share for the three or nine-month period ended June 27, 2008 as their effect
would have been anti-dilutive. The maximum potential dilution from the settlement of the 2007 Convertible Notes would be
approximately 21.0 million shares.
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Junior Notes convertible into approximately 5.5 million shares and equity based awards exercisable for approximately 19.8 million
shares were outstanding but not included in the computation of earnings per share for the three-month period ended June 29, 2007 as
their effect would have been anti-dilutive. Junior Notes convertible into approximately 5.5 million shares and equity based awards
exercisable for approximately 19.8 million shares were outstanding but not included in the computation of earnings per share for the
nine-month period ended June 29, 2007 as their effect would have been anti-dilutive. If the Company had earned at least $19.5 million
and $59.2 million in net income for the three and nine-month periods ended June 29, 2007, respectively, the Junior Notes would have
been dilutive to earnings per share.

14. COMPREHENSIVE INCOME (LOSS)

The components of comprehensive income are as follows:

Three-months Ended Nine-months Ended
June 27, June 29, June 27, June 29,
(In thousands) 2008 2007 2008 2007
Net Income $ 20,466 $ 11,423 $ 56,217 $ 35,657
Other comprehensive income (loss):
Unrealized loss on auction rate securities — — (1,504) —
Total comprehensive income $ 20,466 $ 11,423 $ 54,713 $ 35,657
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