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To our shareholders, colleagues, customers and partners:

Our long-standing passion and ambitions

For decades, Texas Instruments has operated with a passion to create a better world by making electronics more
affordable through semiconductors. With each generation, technology has become more reliable, more affordable and
lower in power, with semiconductors used by a growing number of customers and markets. Our passion continues to
be alive today, as we help customers develop electronics and new applications, particularly in industrial and automotive
markets.

Our founders had the foresight to know that passion alone was not enough and that building a great company required

a special culture to thrive for the long term. For many years, we’ve run our business with three overarching ambitions in
mind. First, we will act like owners who will own the company for decades. Second, we will adapt and succeed in a world
that’s ever changing. And third, we will be a company that we’re personally proud to be a part of and would want as our
neighbor. When we’re successful in achieving these ambitions, our employees, customers, communities and shareholders
all win.

Our commitment to being a good corporate citizen

We take great pride in our commitment to being a good corporate citizen, which impacts our communities and the world
in two ways. First, our ambitions guide how we run our business and are foundational to ensuring that we operate in a
sustainable, socially thoughtful and environmentally responsible manner. Central to these ambitions is a belief that in order
for all stakeholders to benefit, the company must grow stronger over the long term. Second, semiconductors will play a
critical role in creating a better world and helping to reduce the impact on the environment. With our ambitions guiding our
decision-making for the long term and our products helping to create a better world, we are confident that our collective
efforts will be impactful and long-lasting.

Our objective and strategy

As engineers, we're fortunate to work on exciting technology which helps our customers innovate to create a better world.
Technology is the foundation of our company, but ultimately, our objective and the best metric to measure progress and
generate long-term value for owners is the growth of free cash flow per share. Our strategy to maximize free cash per
share growth has three elements: first, a great business model that’s focused on analog and embedded processing
products and built around four sustainable competitive advantages; second, discipline in allocating capital to the best
opportunities; lastly, a focus on efficiency, which means more output for every dollar spent.

2020 performance

2020 was possibly the most challenging year the world has collectively faced in a long time and highlighted the power of
our ambitions to guide our decisions and actions:

e \We operated our factories to support our customers when their ability to forecast was minimal.

e We invested in our people and kept them safe.

e We invested in R&D, long-term manufacturing capacity and new capabilities.

e We invested in our communities in a year when the need was particularly high.

When 2020 was complete, Tl was stronger, revenue grew slightly and the balance sheet remained strong. Additionally,
consistent with our commitment to return free cash flow to owners, we increased our dividend 13%.

Perhaps most importantly, | couldn’t be prouder of how Tlers adapted and performed in 2020. We have learned through
the decades that challenging years are when our ambitions are most critical in guiding our decisions and when Tlers rise to
the challenge.

Note: Free cash flow (non-GAAP) = Cash flow from operations less capital expenditures. See page 19 in the 10-K for reconciliation.



Looking ahead

As engineers, it’s a privilege to get to pursue our passion of creating a better world by making electronics more affordable
through semiconductors.

We will remain focused on the belief that long-term growth of free cash flow per share is the ultimate measure to generate
value. To achieve this, we will invest to strengthen our competitive advantages, be disciplined in capital allocation and stay
diligent in our pursuit of efficiencies.

You can count on us to stay true to our ambitions: to think like owners for the long term, adapt and succeed in a world
that’s ever changing and behave in a way that makes our stakeholders proud. When we’re successful, our employees,
customers, communities and shareholders all win.
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Rich Templeton
Chairman, president and CEO
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PART I

ITEM 1. Business

We design and make semiconductors that we sell to electronics designers and manufacturers all over the world. Our operations
began in 1930, and we are incorporated in Delaware. With headquarters in Dallas, Texas, we have design, manufacturing or
sales operations in more than 30 countries. Our two reportable segments are Analog and Embedded Processing, and we report
the results of our remaining business activities in Other. In 2020, we generated $14.46 billion of revenue.

For decades, we have operated with a passion to create a better world by making electronics more affordable through
semiconductors. We were pioneers in the transition from vacuum tubes to transistors and then to integrated circuits. As each
generation became more reliable, more affordable and lower in power, semiconductors were used by a growing number of
customers and markets. This passion is alive today as we help our customers develop electronics and new applications,
particularly in industrial and automotive markets.

For many years, we have run our business with three overarching ambitions in mind. First, we will act like owners who will
own the company for decades. Second, we will adapt and succeed in a world that is ever changing. And third, we will be a
company that we are personally proud to be a part of and that we would want as our neighbor. When we are successful in
achieving these ambitions, our employees, customers, communities and shareholders all win.

As engineers, we are fortunate to work on exciting technology which helps our customers innovate to create a better world.
Technology is the foundation of our company, but ultimately, our objective and the best metric to measure progress and
generate long-term value for owners is the growth of free cash flow per share.

Our strategy to maximize free cash flow per share growth has three elements:

The first element of our strategy is a business model that is focused on analog and embedded processing products and built
around four competitive advantages. This business model is the result of a series of strategic decisions made over the years and
that continue today. The four sustainable competitive advantages are a strong foundation of manufacturing and technology, a
broad portfolio of analog and embedded processing products, the reach of our market channels, and diversity and longevity of
our products, markets and customer positions. In combination, these four competitive advantages provide tangible benefits, are
difficult to replicate and ultimately separate us from our best peers. Together, these competitive advantages help position TI in
a unique class of companies capable of generating and returning significant amounts of cash for our owners. We make our
investments with an eye towards long-term strengthening and leveraging of these advantages.

The second element of our strategy to maximize free cash flow per share growth is disciplined allocation of capital. This spans
how we select R&D projects, develop new capabilities like TI.com, invest in new manufacturing capacity or how we think
about acquisitions and returning cash to our owners. Over a 10-year period from 2011 to 2020, we allocated $83 billion, which
reinforces the importance of discipline in capital allocation. The largest allocation over this period was to drive organic growth,
which includes investments in R&D, sales and marketing, capital expenditures and working capital for inventory. Beyond that,
we also allocated capital to dividends and share repurchases. Dividends are designed to appeal to a broad set of investors, and
share repurchases are made with the goal of the accretive capture of future free cash flow for long-term investors. Lastly, we
allocate to acquisitions for inorganic growth, which we last did in 2011 when we acquired National Semiconductor.

The third element of our strategy is efficiency, which we think of as constantly striving for more output for every dollar spent.
This is about getting our investments in the most impactful areas to maximize the growth of long-term free cash flow per share;
it is not just about optimizing cost-cutting to get to the last dollar of expense. We bring this philosophy of efficiency and
continuous improvement to all areas of the company, and this focus on efficiency contributes to revenue growth, improved
gross margins, disciplined R&D and SG&A expense, free cash flow margins and ultimately to free cash flow per share growth.

We believe that our business model with the combined effect of our four competitive advantages sets TI apart from our peers
and will for a long time to come. We will invest to strengthen our competitive advantages, be disciplined in capital allocation
and stay diligent in our pursuit of efficiencies. Finally, we will remain focused on the belief that long-term growth of free cash
flow per share is the ultimate measure to generate value.
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Product information

Semiconductors are electronic components that serve as the building blocks inside modern electronic systems and equipment.
Semiconductors, generally known as “chips,” combine multiple transistors to form a complete electronic circuit. We have

a diverse product portfolio that is used to accomplish many different things, such as converting and amplifying signals,
interfacing with other devices, managing and distributing power, processing data, canceling noise and improving signal
resolution. This broad portfolio includes approximately 80,000 products that are integral to almost every type of electronic
equipment.

Our segments represent groups of similar products that are combined on the basis of similar design and development
requirements, product characteristics, manufacturing processes and distribution channels. Our segments also reflect how
management allocates resources and measures results.

Analog

Our Analog segment generated $10.89 billion of revenue in 2020. Analog semiconductors change real-world signals, such as
sound, temperature, pressure or images, by conditioning them, amplifying them and often converting them to a stream of digital
data that can be processed by other semiconductors, such as embedded processors. Analog semiconductors are also used to
manage power in all electronic equipment by converting, distributing, storing, discharging, isolating and measuring electrical
energy, whether the equipment is plugged into a wall or using a battery. As the digitization of electronics continues, there is a
growing need and opportunity for analog chips to provide the power to run devices and the critical interfaces with human
beings, the real world and other electronic devices. Our Analog products are used in many markets, particularly industrial,
automotive and personal electronics.

Sales of our Analog products generated about 75% of our revenue in 2020.

Our Analog segment includes the following major product lines: Power and Signal Chain.

Power

Power includes products that help customers manage power in electronic systems in all end markets. Our broad portfolio is
designed to manage power requirements across different voltage levels, including battery-management solutions, DC/DC
switching regulators, AC/DC and isolated controllers and converters, power switches, linear regulators, voltage supervisors,
voltage references and lighting products.

Signal Chain

Signal Chain includes products that sense, condition and measure real-world signals to allow information to be transferred
or converted for further processing and control. Our Signal Chain products, which serve a variety of end markets, include

amplifiers, data converters, interface products, motor drives, clocks, logic and sensing products.

Embedded Processing

Our Embedded Processing segment generated $2.57 billion of revenue in 2020. Embedded Processing products are the digital
“brains” of many types of electronic equipment. They are designed to handle specific tasks and can be optimized for various
combinations of performance, power and cost, depending on the application. Our devices vary from simple, low-cost
microcontrollers used in applications such as electric toothbrushes to highly specialized, complex devices such as motor
control. Our Embedded Processing products are used in many markets, particularly industrial and automotive.

An important characteristic of our Embedded Processing products is that our customers often invest their own research and
development (R&D) to write software that operates on our products. This investment tends to increase the length of our

customer relationships because many customers prefer to reuse software from one product generation to the next.

Sales of Embedded Processing products generated about 18% of our revenue in 2020.
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Our Embedded Processing segment includes microcontrollers, digital signal processors (DSPs) and applications processors.
Microcontrollers are self-contained systems with a processor core, memory and peripherals that are designed to control a set of
specific tasks for electronic equipment. DSPs perform mathematical computations almost instantaneously to process or improve
digital data. Applications processors are designed for specific computing activity.

Other

We report the results of our remaining business activities in Other, which includes operating segments that do not meet the
quantitative thresholds for individually reportable segments and cannot be aggregated with other operating segments. Other
generated $1.01 billion of revenue in 2020 and includes revenue from DLP® products (primarily used to project high-definition
images), calculators and certain custom semiconductors known as application-specific integrated circuits (ASICs).

In Other, we also include items that are not used in evaluating the results of or in allocating resources to our segments.
Examples of these items include acquisition charges, restructuring charges and certain corporate-level items, such as litigation

expenses, environmental costs and gains and losses from other activities, including asset dispositions.

Markets for our products

The table below lists the major markets for our products in 2020 and the estimated percentage of our 2020 revenue that the
market represented. The chart also lists, in declining order of our revenue, the sectors within each market.

Market Sector
Industrial Factory automation & control
(37% of TI revenue) Medical

Building automation

Grid infrastructure
Aecrospace & defense
Appliances

Test & measurement

Motor drives

Power delivery

Pro audio, video & signage
Retail automation & payment
Industrial transport

Lighting
Automotive Infotainment & cluster
(20% of TI revenue) Advanced driver assistance systems (ADAS)

Hybrid, electric & powertrain systems
Passive safety
Body electronics & lighting

Personal electronics Mobile phones
(27% of TI revenue) PC & notebooks
Portable electronics
Connected peripherals & printers
TV
Home theater & entertainment
Tablets
Wearables (non-medical)
Data storage

Gaming
Communications equipment Wireless infrastructure
(8% of TI revenue) Wired networking

Broadband fixed line access
Datacom module

Enterprise systems Data center & enterprise computing
(6% of TI revenue) Enterprise projectors
Enterprise machine

Other (calculators and other)
(2% of TI revenue)
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Market characteristics

Competitive landscape

Despite recent consolidation, the analog and embedded processing markets remain highly fragmented. As a result, we face
significant global competition from dozens of large and small companies, including both broad-based suppliers and niche
suppliers. Our competitors also include emerging companies, particularly in Asia.

We believe that competitive performance in the semiconductor market generally depends on several factors, including the
breadth of a company’s product line, the strength and reach of its channels to market, technological innovation, product
development execution, technical support, customer service, quality, reliability, price and manufacturing capacity and
capabilities. In addition, manufacturing process and package technologies that provide differentiated levels of performance
and a structural cost advantage are competitive factors for our analog products, and customers’ prior investments in software
development is a competitive factor for our embedded processing products.

Market cycle

The “semiconductor cycle” refers to the ebb and flow of supply and demand and the building and depleting of inventories. The
semiconductor market historically has been characterized by periods of tight supply caused by strengthening demand and/or
insufficient manufacturing capacity, followed by periods of surplus inventory caused by weakening demand and/or excess
manufacturing capacity. These are typically referred to as upturns and downturns in the semiconductor cycle. A semiconductor
cycle could be affected by the significant time and money required to build and maintain semiconductor manufacturing
facilities.

We employ several strategies which have many benefits, including dampening the effect of the semiconductor cycle on TI.
As an example, we are focused on building closer direct relationships with customers. When it comes to market cycles, these
relationships provide improved insight into customer demand and allow us to more accurately and efficiently manage factory
loadings and inventory levels, which lead to more stable lead times and higher product availability. Finally, we focus our
resources on analog and embedded processing products and industrial and automotive markets. Generally, our products serve
a large and diverse customer base, which reduces our dependence on the performance of any single product, market or
customer. In addition, they typically have long shelf lives and low risk of obsolescence. Industrial and automotive markets
also benefit from long product life cycles, with revenue often lasting 10 years or more, which help to smooth the impact of
cyclicality.

Seasonality

Our revenue is subject to some seasonal variation. Historically, our sequential revenue growth rate tends to be weaker in the
first and fourth quarters when compared with the second and third quarters.

Customers, sales and distribution

We sell our products to over 100,000 customers. Our customer base is diverse, with more than one-third of our revenue derived
from customers outside our largest 100.

We market and sell our products through direct sales channels, including our website and broad sales and applications team,
and through distributors. Over the past several years, we have been investing in new capabilities and evolving our distribution
network to better align with our strategy to establish closer direct relationships with our customers. With less business flowing
through the distribution channel, we require fewer distributors. During 2020, we completed our transition to a single worldwide
distributor, coupled with a few region-specific distributors, for order fulfillment. Building closer direct customer relationships
strengthens our reach of market channel advantage, which gives us access to more customers and more of their design projects,
leading to the opportunity to sell more of our products into each design. Additionally, broader and deeper access gives us better
insight and knowledge of customer needs.

Our investments in new and improved capabilities to directly support our customers include website and e-commerce
enhancements as well as inventory consignment programs and order fulfillment services.
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Manufacturing

Semiconductor manufacturing begins with a sequence of photolithographic and chemical processing steps that fabricate a
number of semiconductor devices on a thin silicon wafer. Each device on the wafer is packaged and tested. The entire process
takes place in highly specialized facilities that require substantial investments.

We own and operate semiconductor manufacturing facilities in North America, Asia, Japan and Europe. These include both
wafer fabrication and assembly/test facilities.

We invest in manufacturing technologies and do most of our manufacturing in-house. This strategic decision to make
manufacturing and technology a core competitive advantage delivers tangible benefits of lower manufacturing costs and greater
control of our supply chain. We have focused on creating a competitive manufacturing structural cost advantage by investing in
our advanced analog 300-millimeter capacity. An unpackaged chip built on 300-millimeter wafers costs about 40% less than

an unpackaged chip built on 200-millimeter wafers. To strengthen this advantage, construction is underway on our new
300-millimeter wafer fabrication facility in Richardson, Texas, as 300-millimeter wafers will continue to support the majority
of our Analog growth.

We assess and are careful to address potential health, safety, and environmental risks presented by our operations, including our
manufacturing operations. We care for our environment and work to prevent pollution and the potential risks related to climate
change by implementing practices such as recycling and reusing materials, controlling harmful emissions, and properly
handling hazardous and restricted substances.

We expect to continue to maintain sufficient internal manufacturing capacity to meet the majority of our production needs and
to obtain manufacturing equipment to support new technology developments and revenue growth. To supplement our
manufacturing capacity and maximize our responsiveness to customer demand, we selectively use the capacity of outside
suppliers, commonly known as foundries, and subcontractors. In 2020, we sourced about 20% of our total wafers from external
foundries and about 40% of our assembly/test services from subcontractors.

Inventory

Our objectives for inventory are to maintain high levels of customer service, maintain stable and competitive lead times,
minimize inventory obsolescence and improve manufacturing asset utilization. To meet these objectives and to allow greater
flexibility in periods of high demand, we build ahead of demand our broad-based products that are used across a diverse set of
applications and customers and have low risk of obsolescence. Inventory levels will vary based on market conditions and
seasonality.

Raw materials

We purchase materials, parts and supplies from a number of suppliers. In some cases we purchase such items from sole-source
suppliers. The materials, parts and supplies essential to our business are generally available at present, and we believe that such
materials, parts and supplies will be available in the foreseeable future.

Intellectual property

We own many patents and have many patent applications pending in the United States and other countries in fields relating to
our business. We have developed a strong, broad-based patent portfolio and continually add patents to that portfolio. We also

have license agreements, which vary in duration, involving rights to our portfolio or those of other companies. We do not
consider our business materially dependent upon any one patent or patent license.
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Executive officers of the Registrant

The following is an alphabetical list of the names and ages of the executive officers of the company and the positions or offices
with the company held by each person named:

Name Age Position

Ahmad S. Bahai........cccccceneneninnne. 58 Senior Vice President

Kyle M. Flessner .........ccccceevuveeennne. 50 Senior Vice President

Mark S. Gary ....cccoceveeveeiiececee 46 Senior Vice President

Haviv IIan........cccoocovvevienienieicee 52 Executive Vice President and Chief Operating Officer

Hagop H. Kozanian .........c..cccoeeneee 38 Senior Vice President

Rafael R. Lizardi ......c.cccceverininnnene 48 Senior Vice President, Chief Financial Officer and Chief Accounting Officer
Amichai Ron.......ccccoceevieinincncne, 43 Senior Vice President

Richard K. Templeton....................... 62 Director, Chairman of the Board, President and Chief Executive Officer
Cynthia Hoff Trochu...........cccceen. 57 Senior Vice President, Secretary and General Counsel

Julie M. Van Haren...........ccccooereene 51 Senior Vice President

Darla H. Whitaker ...........ccccceeveeene 55 Senior Vice President

The term of office of these officers is from the date of their election until their successor shall have been elected and qualified.
All have been employees of the company for more than five years. Mr. Templeton and Mses. Trochu and Whitaker have served
as executive officers of the company for more than five years. Messrs. Ilan and Lizardi and Ms. Van Haren became executive
officers of the company in 2017. Messrs. Bahai, Flessner and Kozanian became executive officers of the company in 2018.

Mr. Ron became an executive officer in 2019. Mr. Gary became an executive officer in 2020.

Human capital management

At December 31, 2020, we had about 30,000 employees worldwide. Of those, about 85% were in Sales, R&D or
manufacturing. Our objective for human capital management is to recruit, develop and retain the best talent possible. As a
technology and manufacturing company, our success is grounded in having strong engineering talent and a reliable factory
workforce. We have a promote-from-within culture and offer training and rotation programs that provide the opportunity to
quickly gain experience in different areas. In 2020, our turnover rate was 7.1%.

It is important that our employees represent a mix of experiences and backgrounds in order to make our company stronger,
more innovative and more inclusive. Inclusion is one of our core values, and we have programs in place to promote diversity
and inclusion. To learn more, review our Corporate Citizenship Report. Information in our Corporate Citizenship Report is not
part of this report.

Available information

Our internet address is www.ti.com. Information on our website is not part of this report. We make available free of charge
through our Investor Relations website our reports on Forms 10-K, 10-Q and 8-K, and amendments to those reports, as soon as
reasonably practicable after they are filed with the SEC. Also available through the TI Investor Relations website are reports
filed by our directors and executive officers on Forms 3, 4 and 5, and amendments to those reports.

Available on our website at www.ti.com/corporategovernance: (i) our Corporate Governance Guidelines; (ii) charters for the
Audit, Compensation, and Governance and Stockholder Relations Committees of our board of directors; (iii) our Code of
Conduct; and (iv) our Code of Ethics for TI Chief Executive Officer and Senior Finance Officers. Stockholders may request
copies of these documents free of charge by writing to Texas Instruments Incorporated, Attention: Investor Relations, P.O. Box
660199, MS 8657, Dallas, Texas, 75266-0199.
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ITEM 1A. Risk factors

You should read the following risk factors in conjunction with the factors discussed elsewhere in this and other of our filings
with the Securities and Exchange Commission (SEC) and in materials incorporated by reference into these filings. These risk
factors are intended to highlight certain factors that may affect our financial condition and results of operations and are not
meant to be an exhaustive discussion of risks that apply to TI, a company with broad international operations. Like many
companies, we are susceptible to a potential downturn associated with macroeconomic weakness, which may affect our
performance and the performance of our customers. Similarly, the price of our securities is subject to volatility due to
fluctuations in general market conditions, actual financial results that do not meet our and/or the investment community’s
expectations, changes in our and/or the investment community’s expectations for our future results, dividends or share
repurchases, and other factors, many of which are beyond our control.

Risks related to our business and industry

The extent to which the COVID-19 pandemic will adversely affect our business, results of operations and financial
condition is uncertain.

The global spread of the novel coronavirus, severe acute respiratory syndrome coronavirus 2 (SARS-CoV-2), and the
coronavirus disease, COVID-19, has created significant uncertainty and economic disruption, both near-term and potentially
long-term. We have modified, and might further modify, our business practices in response to the COVID-19 pandemic,
related third-party responses, including from government authorities and our suppliers, customers and distributors, and the
economic and social ramifications of the disease and societal responses across the markets in which TI operates. The extent
to which the COVID-19 pandemic will continue to affect our business, results of operation and financial condition is difficult
to predict and depends on numerous evolving factors including: the duration and scope of the pandemic; government, social,
business and other actions that have been and will be taken in response to the pandemic; and the effect of the pandemic on
short- and long-term general economic conditions. We might experience short- or long-term constrained supply or volatility
in customer demand, which could materially and adversely affect our business and financial results in future periods.

Our global operations subject us to risks associated with domestic or international political, social, economic or
other conditions.

We have facilities in more than 30 countries. About 90% of our revenue comes from shipments to locations outside the

United States; shipments of products to China-based customers represent about 20% of our revenue. Certain countries where
we operate have experienced, and other countries may experience, trade tension that affects global trade and macroeconomic
conditions through the enactment of tariffs, import or export restrictions, trade embargoes and sanctions, restrictions on cross-
border investment and other trade barriers. Trade tensions impact our ability to deliver products and product support into China,
cause Chinese customers to seek alternate suppliers and could otherwise adversely affect our operations and financial results.

We are exposed to political, social and economic conditions, security risks, terrorism or other hostile acts, health conditions
and epidemics, labor conditions, and possible disruptions in transportation, communications and information technology
networks of the various countries in which we operate. In addition, our global operations expose us to periods when the U.S.
dollar significantly fluctuates in relation to the non-U.S. currencies in which we transact business. The remeasurement of
non-U.S. dollar transactions can have an adverse effect on our results of operations and financial condition.

We face substantial competition that requires us to respond rapidly to product development and pricing pressures.

We face intense technological and pricing competition in the markets in which we operate. We expect this competition will
continue to increase from large competitors and from small competitors serving niche markets, and also from emerging
companies, particularly in Asia, that sell products into the same markets in which we operate. For example, we may face
increased competition as a result of China actively promoting and reshaping its domestic semiconductor industry through
policy changes and investment. These actions, in conjunction with trade tensions, may restrict us from participating in the
China market or may prevent us from competing effectively. Certain competitors possess sufficient financial, technical and
management resources to develop and market products that may compete favorably against our products, and consolidation
among our competitors may allow them to compete more effectively. The price and product development pressures that result
from competition may lead to reduced profit margins and lost business opportunities in the event that we are unable to match
the price declines or cost efficiencies, or meet the technological, product, support, software or manufacturing advancements
of our competitors.
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Changes in expected demand for our products could have a material adverse effect on our results of operations.

Our customers include companies in a wide range of end markets and sectors within those markets. If demand in one or more
sectors within our end markets declines or the rate of growth slows, our results of operations may be adversely affected. The
cyclical nature of the semiconductor market occasionally leads to significant and rapid increases and decreases in product
demand. Additionally, the loss or significant curtailment of purchases by one or more of our large customers, including
curtailments due to a change in the design or manufacturing sourcing policies or practices of these customers, the timing of
customer or distributor inventory adjustments, changes in demand for customer products, or trade restrictions, may adversely
affect our results of operations and financial condition.

Our results of operations also might suffer because of a general decline in customer demand resulting from, for example:
uncertainty regarding the stability of global credit and financial markets; natural events, epidemics or domestic or international
political, social, economic or other conditions; breaches of customer information technology systems that disrupt customer
operations; or a customer’s inability to access credit markets and other sources of needed liquidity.

Our ability to match inventory and production with the product mix needed to fill orders may affect our ability to meet a
quarter’s revenue forecast. We manufacture products based on forecasts of customers’ demands. These forecasts are based on
multiple assumptions, and if inaccurate, could cause us to hold inadequate, excess or obsolete inventory that would reduce
our profit margins and adversely affect our results of operations and financial condition.

Our operating results and our reputation could be adversely affected by breaches, disruptions or other incidents
relating to our information technology systems.

Breaches, disruptions or other incidents relating to our information technology systems or the systems of our customers,
vendors and other third parties could be caused by factors such as computer viruses, system failures, restricted network access,
unauthorized access, terrorism, employee malfeasance, or human error. These events could, among other things, compromise
our information technology networks; result in corrupt or lost data or the unauthorized release of our, our customers’ or our
suppliers’ confidential or proprietary information; cause a disruption to our manufacturing and other operations; result in the
release of personal data; or cause us to incur costs associated with increased protection, remediation, regulatory inquiries or
penalties, or claims for damages, any of which could adversely affect our operating results and our reputation. Cybersecurity
or other threats to our information technology systems or the systems of our customers, vendors and other third parties are
frequent and constantly evolving, thereby increasing the difficulty of defending against them.

Our ability to successfully implement strategic, business and organizational changes could affect our business plans
and results of operations.

From time to time, we undertake strategic, business and organizational changes, including acquisitions, divestitures and
restructuring actions, to support or carry out our objectives. If we do not successfully implement these changes, our business
plans and operating results could be adversely affected. We may not achieve or sustain the expected growth, cost savings or
other benefits of strategic, business and organizational changes, and charges associated with these actions could differ
materially in amount and timing from our expectations.

Our results of operations could be affected by natural events in the locations in which we operate.

We have manufacturing, data and design facilities and other operations in locations subject to natural occurrences such as
severe weather, geological events or epidemics that could disrupt operations. A natural disaster that results in a prolonged
disruption, particularly where we have principal manufacturing and design operations, as listed in the Properties section in
Item 2, may adversely affect our results and financial condition.

Rapid technological change in markets we serve requires us to develop new technologies and products.

Rapid technological change in markets we serve could contribute to shortened product life cycles and a decline in average
selling prices of our products. Our results of operations depend in part upon our ability to successfully develop, manufacture
and market innovative products in a timely and cost-effective manner. We make significant investments in research and
development to improve existing technology and products, develop new products to meet changing customer demands, and
improve our production processes. In some cases, we might not realize a return or the expected return on our investments
because they are generally made before commercial viability can be assured. Further, projects that are commercially viable
may not contribute to our operating results until at least a few years after they are completed.
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We face supply chain and manufacturing risks.

We rely on third parties to supply us with goods and services in a cost-effective and timely manner. Our access to needed goods
and services may be adversely affected by potential disputes with suppliers or disruptions in our suppliers’ operations as a result
of, for example: quality excursions; uncertainty regarding the stability of global credit and financial markets; domestic or
international political, social, economic and other conditions; natural events or epidemics in the locations in which our suppliers
operate; or limited or delayed access to key raw materials, natural resources and utilities. Additionally, a breach or other
incident relating to our suppliers’ information technology systems could result in a release of confidential or proprietary
information. If our suppliers are unable to access credit markets and other sources of needed liquidity, we may be unable to
obtain needed supplies, collect accounts receivable or access needed technology.

In particular, our manufacturing processes and critical manufacturing equipment require that certain key raw materials, natural
resources and utilities be available. Limited or delayed access to and high costs of these items could adversely affect our results
of operations. Our products contain materials that are subject to conflict minerals reporting requirements. Our relationships
with customers and suppliers may be adversely affected if we are unable to describe our products as conflict-free. Additionally,
our costs may increase if one or more of our customers demand that we change the sourcing of materials we cannot identify as
conflict-free.

Our inability to timely implement new manufacturing technologies or install manufacturing equipment could adversely affect
our results of operations. We subcontract a portion of our wafer fabrication and assembly and testing of our products, and we
depend on third parties to provide advanced logic manufacturing process technology development. We do not have long-term
contracts with all of these suppliers, and the number of alternate suppliers is limited. Reliance on these suppliers involves risks,
including possible shortages of capacity in periods of high demand, suppliers’ inability to develop and deliver advanced logic
manufacturing process technology in a timely, cost-effective, and appropriate manner, the possibility of suppliers’ imposition
of increased costs on us and the unauthorized disclosure or use of our intellectual property.

Our results of operations and our reputation could be affected by warranty claims, product liability claims, product
recalls or legal proceedings.

Claims based on warranty, product liability, epidemic or delivery failures, or other grounds relating to our products,
manufacturing, services, designs, communications or cybersecurity could lead to significant expenses as we defend the claims
or pay damage awards or settlements. In the event of a claim, we would also incur costs if we decide to compensate the affected
customer or end consumer. Any such claims may also cause us to write off the value of related inventory. We maintain product
liability insurance, but there is no guarantee that such insurance will be available or adequate to protect against all such claims.
In addition, it is possible for a customer to recall a product containing a TI part, for example, with respect to products used in
automotive applications or handheld electronics, which may cause us to incur costs and expenses relating to the recall. Any

of these events could adversely affect our results of operations, financial condition and reputation.

Our results of operations and financial condition could be adversely affected if a customer or a distributor suffers a
loss with respect to our inventory.

We have consignment inventory programs in place for some of our largest customers and distributors. If a customer or
distributor were to experience a loss with respect to TI-consigned inventory, our results of operations and financial condition
would be adversely affected if we do not recover the full value of the lost inventory from the customer, distributor or insurer, or
if our recovery is delayed.

Our results of operations could be adversely affected by distributors’ promotion of competing product lines or our
distributors’ financial performance.

In 2020, about half of our revenue was generated from sales of our products through distributors. Our distributors carry
competing product lines, and our sales could be affected if semiconductor distributors promote competing products over our
products. Moreover, our results of operations could be affected if our distributors suffer financial difficulties that result in their
inability to pay amounts owed to us. Disputes with current or former distributors could be disruptive or harmful to our business.
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Our margins vary.

Our profit margins vary due to a number of factors, which may include customer demand and shipment volume; our
manufacturing processes; product mix; inventory levels; tariffs; freight costs; and new accounting pronouncements or changes
in existing accounting practices or standards. In addition, we operate in a highly competitive market environment that might
adversely affect pricing for our products. Because we own much of our manufacturing capacity, a significant portion of our
operating costs is fixed. In general, these fixed costs do not decline with reductions in customer demand or factory loadings,
and can adversely affect profit margins as a result.

Our continued success depends in part on our ability to retain and recruit a sufficient number of qualified employees
in a competitive environment.

Our continued success depends in part on the retention and recruitment of skilled personnel, as well as the effective
management of succession for key employees. Skilled and experienced personnel in our industry, including engineering,
management, marketing, technical and staff personnel, are in high demand and competition for their talents is intense. There
can be no assurance that we will be able to successfully retain and recruit the key engineering, management and technical
personnel that we require to execute our business strategy. Our ability to recruit internationally or deploy employees to various
locations may be limited by immigration laws.

Legal and regulatory risks

Our operations could be affected by the complex laws, rules and regulations to which our business is subject.

We are subject to complex laws, rules and regulations affecting our domestic and international operations relating to, for
example, the environment and climate change, safety and health; trade; bribery and corruption; financial reporting; tax; data
privacy and protection; labor and employment; competition; market access; epidemics; intellectual property ownership and
infringement; and the movement of currency. Compliance with these laws, rules and regulations may be onerous and expensive
and could restrict our ability to manufacture or ship our products and operate our business. If we do not comply or if we
become subject to enforcement activity, we could be subject to fines, penalties or other legal liability. Furthermore, should
these laws, rules and regulations be amended or expanded, or new ones enacted, we could incur materially greater compliance
costs or restrictions on our ability to manufacture our products and operate our business.

Some of these complex laws, rules and regulations — for example, those related to environmental, safety and health
requirements — may particularly affect us in the jurisdictions in which we manufacture products, especially if such laws and
regulations: require the use of abatement equipment beyond what we currently employ; require the addition or elimination

of a raw material or process to or from our current manufacturing processes; or impose costs, fees or reporting requirements on
the direct or indirect use of energy, natural resources, or materials or gases used or emitted into the environment in connection
with the manufacture of our products. A substitute for a prohibited raw material or process might not be available, or might

not be available at reasonable cost.

Our results of operations could be affected by changes in tax-related matters.

We have facilities in more than 30 countries and as a result are subject to taxation and audit by a number of taxing authorities.
Tax rates vary among the jurisdictions in which we operate. If our tax rate increases, our results of operations could be
adversely affected. A number of factors could cause our tax rate to increase, including a change in the jurisdictions in which
our profits are earned and taxed; a change in the mix of profits from those jurisdictions; changes in available tax credits or
deductions, including for amounts relating to stock compensation; changes in applicable tax rates; changes in tariff regulations
or surcharges; changes in accounting principles; or adverse resolution of audits by taxing authorities. We have deferred tax
assets on our balance sheet. Changes in applicable tax laws and regulations or in our business performance could affect our
ability to realize those deferred tax assets, which could also affect our results of operations.

In addition, we are subject to laws and regulations in various jurisdictions that determine how much profit has been earned
and when it is subject to taxation in that jurisdiction. These laws and regulations can be complex and subject to interpretation.
Changes in these laws and regulations, including those that align with the Organisation for Economic Cooperation and
Development’s Base Erosion and Profit Shifting recommendations, could affect the locations where we are deemed to earn
income, which could in turn affect our results of operations. Each quarter we forecast our tax expense based on our forecast
of our performance for the year. If that performance forecast changes, our forecasted tax expense will change.
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Our performance depends in part on our ability to enforce our intellectual property rights and to maintain freedom
of operation.

Access to worldwide markets depends in part on the continued strength of our intellectual property portfolio in all jurisdictions
where we conduct business. There can be no assurance that, as our business evolves, we will obtain the necessary intellectual
property rights, or that we will be able to independently develop the technology, software or know-how necessary to conduct
our business or that we can do so without infringing the intellectual property rights of others. To the extent that we have to rely
on technology from others for which a license is required, there can be no assurance that we will be able to obtain such a
license at all or on terms we consider reasonable. We, directly and indirectly, face infringement claims from third parties,
including non-practicing entities that have acquired patents to pursue enforcement actions against other companies. We also
face infringement claims where we or our customers make, use or sell products and where the intellectual property laws may
be less established or less predictable. These assertions, whether or not of any merit, expose us to claims for damages and/or
injunctions from third parties, as well as claims for indemnification by our customers in instances where we have a contractual
or other legal obligation to indemnify them against damages resulting from infringement claims.

We actively enforce and protect our own intellectual property rights. However, our efforts cannot prevent all misappropriation
or improper use of our protected technology and information, including, for example, third parties’ use of our patented or
copyrighted technology, or our trade secrets in their products without the right to do so, or third parties’ sale of counterfeit
products bearing our trademark. The risk of unfair copying or cloning may impede our ability to sell our products. The laws
of countries where we operate may not protect our intellectual property rights to the same extent as U.S. laws.

Increases in health care and pension benefit costs could affect our results of operations and financial condition.

Federal and state health care reform programs could increase our costs with regard to medical coverage of our employees,
which could reduce profitability and affect our results of operations and financial condition. In addition, obligations related
to our pension and other postretirement plans reflect assumptions that affect the planned funding and costs of these plans,
including the actual return on plan assets, discount rates, plan participant population demographics and changes in pension
regulations. Changes in these assumptions may affect plan funding, cash flow and results of operations, and our costs and
funding obligations could increase significantly if our plans’ actual experience differs from these assumptions.

Risks related to our financing activities and other risks

Our debt could affect our operations and financial condition.

From time to time, we issue debt securities with various interest rates and maturities. While we believe we will have the ability
to service this debt, our ability to make principal and interest payments when due depends upon our future performance, which
will be subject to general economic conditions, industry cycles, and business and other factors affecting our operations,
including our other risk factors, many of which are beyond our control. In addition, our obligation to make principal and
interest payments could divert funds that otherwise might be invested in our operations or returned to shareholders, or could
cause us to raise funds by, for example, issuing new debt or equity or selling assets.

Our results of operations and liquidity could be affected by changes in the financial markets.

We maintain bank accounts, one or more multiyear revolving credit agreements, and a portfolio of investments to support the
financing needs of the company. Our ability to fund our operations, invest in our business, make strategic acquisitions, service
our debt obligations and meet our cash return objectives depends upon continuous access to our bank and investment accounts,
and may depend on access to our bank credit lines that support commercial paper borrowings and provide additional liquidity
through short-term bank loans. If we are unable to access these accounts and credit lines (for example, due to instability in the
financial markets), our results of operations and financial condition could be adversely affected and our ability to access the
capital markets or redeem our investments could be restricted.

Material impairments of our goodwill or intangible assets could adversely affect our results of operations.

We have a significant amount of goodwill and intangible assets on our consolidated balance sheet. Charges associated with
impairments of goodwill or intangible assets could adversely affect our financial condition and results of operations.
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ITEM 1B. Unresolved staff comments

Not applicable.

ITEM 2. Properties

Our principal executive offices are located at 12500 TI Boulevard, Dallas, Texas. The following table indicates the general
location of our principal manufacturing and design operations and the reportable segments that make major use of them. Except
as otherwise indicated, we own these facilities.

Embedded
Analog Processing

North Texas (Dallas, Richardson and Sherman)............c..ccoevieiieiiiiieiiiciecie e X X
HOUSEOMN, TEXAS ..vvieeiieiiiiiiee et e et e e e e e e e etaa e e e e e e e eeetaaeaeeeeeeeeasarreeeeeeaas X
B RV TeTNY o) s N 5 0 ) o - DRSS
NF: Votr: B OF F:3 v T OF:1 1T (o) v 0 L £: NS
SoUth POrtland, MAINE ........c..oiiiiiiii ittt e e e et e e e e e s eaeeeean
CREN@AU, CRINGA T ..veiiiiiiiiii ettt ettt ettt e et e et e e aeeete e eaeeeateeeseeeateseaseeeaseeeaseeennes
Shanghai, ChINa *..........c.cociiiiiiieiieiece ettt ettt et et este et e esbeessesseesseesseessesssessaesseenseenseans
FreiSiNg, GOIMNANY .....cccvieiiiieiieiiieeie et ete et e et e ettt e taeeseteestaeestbeessaeessseensseesseensseesseensseensseenseeenns
Bangalore, INAIA T ....cceeiiiiiiiiiii ettt ettt r et a e e aeenae e e
ATZU JAPAI 1.ttt et e e st e et e et e ettt e ta e e tb e e tae e bt e e tae e taeetaeenteeeneeentbeensaeenns
IMINO, JAPAN ..ttt ettt e et e et e et e e et e e s aae e abeesaaeestbeensae e tbe e saeesbeennaeesseenseaenns

I T T o T i

Kuala Lumpur, MalaQySIa T ......eeccvieeiieiiieiiiecieesie et eeee et steesiveestaeestseessaeessseessseessseessseessseensseenns
Melaka, MalaySia T ....cccvieiiieiiieiieeciie ettt et e st e e et eesbeeesbeessbeessaeesabeesraeestbeensseenabeensaeenns
Aguascalientes, MEXICO ®......cciiiiiiiiiiicie ettt ettt e bt e e eteeeeteeeteeeteeeneeebeeeenaeenes
Baguio, PRIlIPPINES T ...ooiiiiiiiiiiiiecce ettt ettt et e et e e tb e e tbeestbeeeaseesaseeesaeenes
Pampanga (Clark), Philippines T ......cc.oooiioiiiieiieiiee et
TaIPEL, TAIWAN T ..eviiiiiiiiiiieie ettt ettt et b e tbeetaesba e beesbeesseesseesaesseesseesseesseessenseesens

T T I e R I I e
Sl

*  Leased.
1  Portions of the facilities are leased and owned. This may include land leases.

Our facilities in the United States contained approximately 12.9 million square feet at December 31, 2020, of which
approximately 0.4 million square feet were leased. Our facilities outside the United States contained approximately 9.7 million
square feet at December 31, 2020, of which approximately 1.6 million square feet were leased.

At the end of 2020, we occupied substantially all of the space in our facilities.

Leases covering our currently occupied leased facilities expire at varying dates, generally within the next five years. We believe
our current properties are suitable and adequate for their intended purpose.

ITEM 3. Legal proceedings

We are involved in various inquiries and proceedings that arise in the ordinary course of our business. We believe that the

amount of our liability, if any, will not have a material adverse effect upon our financial condition, results of operations or
liquidity.

ITEM 4. Mine safety disclosures

Not applicable.
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PART II

ITEM 5. Market for Registrant’s common equity, related stockholder matters and issuer purchases
of equity securities

TI common stock is quoted on The Nasdaq Global Select Market under the ticker symbol TXN. At December 31, 2020, we had
12,624 stockholders of record.

The following table contains information regarding our purchases of our common stock during the fourth quarter of 2020.

Total Number Approximate
of Shares Dollar Value
Purchased as of Shares that
Part of Publicly May Yet Be
Total Number Average Announced Purchased
of Shares Price Paid Plans or Under the Plans
Period Purchased per Share Programs (a) or Programs (a)
October 1, 2020 through October 31, 2020 .................... 1,323 $ 146.19 — $ 10.65 billion
November 1, 2020 through November 30, 2020 ............ 91,680 156.59 91,680 10.63 billion
December 1, 2020 through December 31, 2020 ............. 4,513 159.96 4,513 10.63 billion
TOAL. oo ee e e ee e ee e eesee 97,516 (b) $156.61 (b) 96,193 $ 10.63 billion (c)

(a)  All open-market purchases during the quarter were made under the authorization from our board of directors to purchase
up to $12.0 billion of additional shares of TI common stock announced September 20, 2018.

(b)  In addition to open-market purchases, 1,323 shares of common stock were surrendered by employees to satisfy tax
withholding obligations in connection with the vesting of restricted stock units.

(¢)  Asof December 31, 2020, this amount consisted of the remaining portion of the $12.0 billion authorized in September
2018. No expiration date has been specified for this authorization.
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ITEM 6. Selected financial data

For Years Ended December 31,

(Millions of dollars, except share and per-share amounts) 2020 2019 2018 2017 2016
Cash flow data:
Cash flows from operating activities ..........ccocevvrvreeieirrrirrererennas $ 6139 §$ 6,649 § 7,189 § 5363 $ 4,614
Capital exXpenditures.........cccueveerieeiieiieriereeie e 649 847 1,131 695 531
Free cash fIow (@) ...c.coovveevieiiiiiiicciececc e 5,490 5,802 6,058 4,668 4,083
Dividends paid.......cccooeeeiirieiieieee e 3,426 3,008 2,555 2,104 1,646
Stock rePUIChaSES ...covvieiieeiiieiie e 2,553 2,960 5,100 2,556 2,132
Income statement data:
Revenue by segment:

ANALOZ .o 10,886 10,223 10,801 9,900 8,536

Embedded Processing..........ccceeeerieeiieeieeieniiesiieie e 2,570 2,943 3,554 3,498 3,023

OthET .ot 1,005 1,217 1,429 1,563 1,811
REVENUE ....coviiiiiiiieie ettt ettt ebe e enaeneas 14,461 14,383 15,784 14,961 13,370
GIOSS PLOTIE...eeiiiietieie et 9,269 9,164 10,277 9,614 8,257
Operating expenses (R&D and SG&A)........ccoceevcvevveveerirennnn, 3,153 3,189 3,243 3,202 3,098
AcqUISItiON ChArZeS ......covvieiieiieie e 198 288 318 318 319
Restructuring charges/other...........ccoovevveriiviiiciiiieeee e 24 (36) 3 11 (15)
Operating Profit .........cecevveeeririerieirieieerieeeeereee e 5,894 5,723 6,713 6,083 4,855
NEE INCOIMNC .ottt e e et et et eeneeeeeeeeeseeenes $ 5595 §$ 5017 $ 5580 $ 3,682 $ 3,595

A portion of net income is allocated to unvested restricted stock units (RSUs) on which we pay dividend equivalents. Diluted

earnings per share (EPS) is calculated using the following:

NEETNCOMIE ...ttt $ 5595 §$ 5017 $ 5580 $ 3,682 $ 3,595
Income allocated to RSUS .......ceeviiiiieciieiieee e 27 31) (42) (33) (44)
Income allocated to common shares for diluted EPS ................ $ 5568 $ 498 $ 5,538 $ 3,649 $ 3,551
Average diluted shares outstanding (millions)..............ccevveneenn. 933 952 990 1,012 1,021
Diluted EPS ....ooiiiie e $ 597 § 524 § 559 § 361 $ 348
Cash dividends declared per common share..............c.ccocueuee... $ 372 § 321 $ 263 $ 212 $ 1.64

(a)  Free cash flow is a non-GAAP measure derived by subtracting capital expenditures from cash flows from operating

activities.
December 31,

(Millions of dollars) 2020 2019 2018 2017 2016
Balance sheet data:

Cash, cash equivalents and short-term investments................... $ 6568 $ 5387 $ 4233 § 4469 § 3,490
TOLAl ASSELS ..vevviviiriereeeie ettt ettt ettt 19,351 18,018 17,137 17,642 16,431
Current portion of long-term debt ............ccevvevievieciinieiienene 550 500 749 500 631
Long-term debt........ccooiiiiiiiieieeeeeeee e 6,248 5,303 4,319 3,577 2,978

See “Management’s discussion and analysis of financial condition and results of operations” and “Financial statements and

supplementary data.”
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ITEM 7. Management’s discussion and analysis of financial condition and results of operations
Overview

We design, make and sell semiconductors to electronics designers and manufacturers all over the world. Technology is the
foundation of our company, but ultimately, our objective and the best metric to measure progress and generate long-term value
for owners is the growth of free cash flow per share.

Our strategy to maximize free cash flow per share growth has three elements:

1. A great business model that is focused on analog and embedded processing products and built around four sustainable
competitive advantages. The four sustainable competitive advantages are powerful in combination and provide
tangible benefits:

i. A strong foundation of manufacturing and technology that provides lower costs and greater control of our
supply chain.

ii. A broad portfolio of analog and embedded processing products that offers more opportunity per customer and
more value for our investments.

iii. The reach of our market channels that gives access to more customers and more of their design projects,
leading to the opportunity to sell more of our products into each design and gives us better insight and
knowledge of customer needs.

iv. Diversity and longevity of our products, markets and customer positions that provide less single point
dependency and longer returns on our investments.

Together, these competitive advantages help position TI in a unique class of companies capable of generating and
returning significant amounts of cash for our owners. We make our investments with an eye towards long-term
strengthening and leveraging of these advantages.

2. Discipline in allocating capital to the best opportunities. This spans how we select R&D projects, develop new
capabilities like TI.com, invest in new manufacturing capacity or how we think about acquisitions and returning cash
to our owners.

3. Efficiency, which means constantly striving for more output for every dollar spent.

We believe that our business model with the combined effect of our four competitive advantages sets TI apart from our peers
and will for a long time to come. We will invest to strengthen our competitive advantages, be disciplined in capital allocation
and stay diligent in our pursuit of efficiencies. Finally, we will remain focused on the belief that long-term growth of free cash
flow per share is the ultimate measure to generate value.

Management’s discussion and analysis of financial condition and results of operations (MD&A) should be read in conjunction
with the financial statements and the related notes that appear elsewhere in this document. In the following discussion of our
results of operations:

*  Our segments represent groups of similar products that are combined on the basis of similar design and development
requirements, product characteristics, manufacturing processes and distribution channels, and how management
allocates resources and measures results. During 2020, we reorganized the product lines within our Analog segment
to simplify our business structure into our Power and Signal Chain product lines. These changes had no impact on our
previously reported consolidated financial statements or on our reportable segment results. See Note 1 to the financial
statements for more information regarding our segments.

e When we discuss our results:

o Unless otherwise noted, changes in our revenue are attributable to changes in customer demand, which are
evidenced by fluctuations in shipment volumes.

o New products do not tend to have a significant impact on our revenue in any given period because we sell
such a large number of products.

e From time to time, our revenue and gross profit are affected by changes in demand for higher-priced or
lower-priced products, which we refer to as changes in the “mix” of products shipped.
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o Because we own much of our manufacturing capacity, a significant portion of our operating cost is
fixed. When factory loadings decrease, our fixed costs are spread over reduced output and, absent other
circumstances, our profit margins decrease. Conversely, as factory loadings increase, our fixed costs are
spread over increased output and, absent other circumstances, our profit margins increase. Increases and
decreases in factory loadings tend to correspond to increases and decreases in demand.

*  For an explanation of free cash flow and the term “annual operating tax rate,” see the Non-GAAP financial
information section.

e All dollar amounts in the tables are stated in millions of U.S. dollars.

Our results of operations provides details of our financial results for 2020 and 2019 and year-to-year comparisons between
2020 and 2019. Discussion of 2018 items and year-to-year comparisons between 2019 and 2018 that are not included in this
Form 10-K can be found in “Management’s discussion and analysis of financial condition and results of operations” in Part II,
Item 7 of the Company’s Annual Report on Form 10-K for the year ended December 31, 2019.

Impact of COVID-19

The coronavirus (COVID-19) pandemic and its follow-on effects are impacting and will likely continue to impact business
activity across industries worldwide, including TI. Therefore, we remain cautious about how the economy might behave for
the next few years.

The impact to our lead times and ability to fulfill orders was minimal in 2020. However, depending on pandemic-related factors
like the potential of local manufacturing restrictions on our factories, we could experience constraints in fulfilling customer
orders in future periods. The coronavirus pandemic remains dynamic with uncertainty around its duration and broader impact.
We continue to monitor and assess the situation and address implications to our business, supply chain and customer demand.

We have long had a business continuity plan in place for unforeseeable situations, like we have seen with COVID-19.
Additionally, over the past several years, we have invested in building inventory and expanding our global internally owned
manufacturing footprint. Investing in these capabilities has given us flexibility, such as the ability to build products across
multiple manufacturing sites. These investments have helped to minimize disruptions, but may not be sufficient to eliminate
them.

Results of operations

Our strategic focus is on analog and embedded processing products sold into six end markets: industrial, automotive, personal
electronics, communications equipment, enterprise systems and other. While all end markets represent good opportunities, we
place additional strategic emphasis on designing and selling those products into the industrial and automotive markets, which
we believe represent the best growth opportunities. Gross margin of 64.1% reflected the quality of our product portfolio, as
well as the efficiency of our manufacturing strategy, including the benefit of 300-millimeter Analog production.

Our focus on analog and embedded processing allows us to generate strong cash flow from operations. Our cash flow from
operations of $6.14 billion underscored the strength of our business model. Free cash flow was $5.49 billion and represented
38.0% of revenue. During 2020, consistent with our commitment to return free cash flow to owners, we returned $5.98 billion
to shareholders through a combination of dividends and stock repurchases. Our dividend represented 62% of free cash flow,
underscoring its sustainability.

Details of financial results — 2020 compared with 2019

Revenue of $14.46 billion increased $78 million, or 1%, primarily due to higher revenue from Analog, partially offset by lower
revenue from Embedded Processing.

Gross profit of $9.27 billion was up $105 million, or 1%, due to higher revenue and increased factory loadings. As a percentage
of revenue, gross profit increased to 64.1% from 63.7%.

Operating expenses (R&D and SG&A) were $3.15 billion compared with $3.19 billion.

Acquisition charges were $198 million compared with $288 million and were non-cash. See Note 7 to the financial statements.
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Restructuring charges/other was a charge of $24 million due to an Embedded Processing action, compared with a credit of
$36 million due to the sale of our manufacturing facility in Greenock, Scotland in 2019.

Operating profit was $5.89 billion, or 40.8% of revenue, compared with $5.72 billion, or 39.8% of revenue.

Other income and expense (OI&E) was $313 million of income compared with $175 million of income, which increased
primarily due to higher royalty income. See Note 12 to the financial statements.

Interest and debt expense of $190 million increased $20 million due to the issuance of additional long-term debt.

Our provision for income taxes was $422 million compared with $711 million. The decrease was due to higher discrete tax
benefits, which included a $249 million benefit from the settlement of a depreciation-related uncertain tax position and, to a
lesser extent, higher U.S. tax benefits, partially offset by higher income before income taxes.

Our annual operating tax rate, which does not include discrete tax items, was 14% compared with 16% in 2019. We use “annual
operating tax rate” to describe the estimated annual effective tax rate. Our effective tax rate, which includes discrete tax items,
was 7% in 2020 compared with 12% in 2019. See Note 4 to the financial statements for a reconciliation of the U.S. statutory
corporate tax rate to our effective tax rate.

Net income was $5.60 billion compared with $5.02 billion. EPS was $5.97 compared with $5.24.

Segment results — 2020 compared with 2019

Analog (includes Power and Signal Chain product lines)

2020 2019 Change
REVENIUE ... ettt et et ettt e e et e et e s e e eae s eas $ 10,886 $10,223 6%
OPErating PIOTIt....coueeuiiiiiiieieici ettt 4,912 4,477 10%
Operating profit %6 Of TEVENUE ........cccuiiiiiiie ettt 45.1% 43.8%

Analog revenue increased in both product lines about evenly. Operating profit increased due to higher revenue and associated
gross profit.

Embedded Processing (includes microcontrollers and processors)

2020 2019 Change
REVEIUE ...ttt ettt ettt se st e e et et e b seeeae e st eneeneens $ 2,570 $ 2,943 (13)%
OPETALING PIOTI ...eeniieiiieeie ettt ettt ettt et eee st et e se e s e enaesneesseesseenseenes 743 907 (18)%
Operating profit %6 Of TEVENUE .....cc.eeiuiiiiiiiiiieiiet e e 28.9% 30.8%

Embedded Processing revenue decreased. Operating profit decreased due to lower revenue and associated gross profit.

Other (includes DLP® products, calculators and custom ASIC products)

2020 2019 Change
REVEIUEC ...ttt ettt ettt ettt et et e se et e e beessessessesbesseeseeseeseessessansensens $ 1,005 $ 1,217 (17)%
Operating Profit ™ ........ccoiiiiriiiiirieee ettt 239 339 (29)%
Operating profit %6 0f TEVENUE .........eoieiiiiiiiiecieieee e 23.8% 27.9%

*  Includes acquisition charges and restructuring charges/other
Other revenue decreased $212 million, and operating profit decreased $100 million.
Financial condition

At the end of 2020, total cash (cash and cash equivalents plus short-term investments) was $6.57 billion, an increase of
$1.18 billion from the end of 2019.
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Accounts receivable were $1.41 billion, an increase of $340 million compared with the end of 2019. Days sales outstanding at
the end of 2020 were 31 compared with 29 at the end of 2019.

Inventory was $1.96 billion, a decrease of $46 million from the end of 2019. Days of inventory at the end of 2020 were 123
compared with 144 at the end of 2019.

Liquidity and capital resources

Our primary source of liquidity is cash flow from operations. Additional sources of liquidity are cash and cash equivalents,
short-term investments and a variable rate, revolving credit facility. Cash flows from operating activities for 2020 were
$6.14 billion, a decrease of $510 million primarily due to an increase in cash used for working capital, partially offset by
higher net income.

Our revolving credit facility is with a consortium of investment-grade banks and allows us to borrow up to $2 billion until
March 2024. This credit facility also serves as support for the issuance of commercial paper. As of December 31, 2020, our
credit facility was undrawn, and we had no commercial paper outstanding.

Investing activities for 2020 used $922 million compared with $1.92 billion in 2019. Capital expenditures were $649 million
compared with $847 million in 2019 and were primarily for semiconductor manufacturing equipment and facilities in both
periods. Short-term investments used cash of $241 million in 2020 compared with $1.14 billion in 2019.

Financing activities for 2020 used $4.55 billion compared with $4.73 billion in 2019. In 2020, we received net proceeds of
$1.50 billion from the issuance of fixed-rate, long-term debt and retired maturing debt of $500 million. In 2019, we received
net proceeds of $1.49 billion from the issuance of fixed-rate, long-term debt and retired maturing debt of $750 million.
Dividends paid in 2020 were $3.43 billion compared with $3.01 billion in 2019, reflecting an increase in the dividend rate,
partially offset by fewer shares outstanding. We used $2.55 billion to repurchase 23.4 million shares of our common stock
compared with $2.96 billion used in 2019 to repurchase 27.4 million shares. Employee exercises of stock options provided
cash proceeds of $470 million compared with $539 million in 2019.

We had $3.11 billion of cash and cash equivalents and $3.46 billion of short-term investments as of December 31, 2020. We
believe we have the necessary financial resources and operating plans to fund our working capital needs, capital expenditures,
dividend and debt-related payments and other business requirements for at least the next 12 months.

Non-GAAP financial information

This MD&A includes references to free cash flow and ratios based on that measure. These are financial measures that were not
prepared in accordance with generally accepted accounting principles in the United States (GAAP). Free cash flow was
calculated by subtracting capital expenditures from the most directly comparable GAAP measure, cash flows from operating
activities (also referred to as cash flow from operations).

We believe that free cash flow and the associated ratios provide insight into our liquidity, our cash-generating capability and
the amount of cash potentially available to return to shareholders, as well as insight into our financial performance. These

non-GAAP measures are supplemental to the comparable GAAP measures.

Reconciliation to the most directly comparable GAAP measures is provided in the table below.

For Years Ended December 31,

2020 2019
Cash flow from operations (GAAP) ......coooiei e $ 6,139 $ 6,649
Capital EXPENAITUIES ... .ooviiitieieeie ettt ettt ettt e ee e enee et e nne e e enes (649) (847)
Free cash flow (NON-GAAP)..........ooooeieeeeeeeeeeeeeeeeeee ettt $ 5,490 $ 5,802
REVETIUE ...ttt ettt bbb bbbt a ettt bbb s s st s s s s s s $ 14,461 $ 14,383
Cash flow from operations as a percentage of revenue (GAAP)......cccovevveeevciiievieeee 42.5% 46.2%
Free cash flow as a percentage of revenue (NON-GAAP).......ccocceiiiiiiiiiiiiieeeeee e, 38.0% 40.3%
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This MD&A also includes references to an annual operating tax rate, a non-GAAP term we use to describe the estimated annual
effective tax rate, a GAAP measure that by definition does not include discrete tax items. We believe the term annual operating
tax rate helps differentiate from the effective tax rate, which includes discrete tax items.

Long-term contractual obligations

Payments Due by Period

Contractual Obligations 2021 2022/2023  2024/2025  Thereafter Total

Long-term debt (a).............. $§ 726 $ 1,326 $1,337 $6,172 $ 9,561
Purchase commitments (b) 400 196 55 96 747
Transition tax on indefinitely reinvested earnings (¢) ............... 44 155 302 — 501
Operating 1€aSes (d)......eeveerveerieeierierieie e 76 98 59 138 371
Deferred compensation plans (€).......c.eceevveevvereerveneeneeneeenenns 25 68 66 154 313
TOLAL (£)reneeneeieeieee e $1,271 $1,843 $1,819 $ 6,560 $ 11,493

(a)  Principal and related interest payments for our long-term debt obligations, including amounts classified as the current
portion of long-term debt.

(b)  Includes payments for software licenses and contractual arrangements with suppliers when there is a fixed, non-
cancellable payment schedule or when minimum payments are due with a reduced delivery schedule. Excludes
cancellable arrangements. See Note 11 to the financial statements.

(c)  Includes payments for the one-time transition tax on our indefinitely reinvested earnings related to the 2017 enactment
of the U.S. Tax Cuts and Jobs Act.

(d)  Includes minimum payments for leased facilities and equipment and purchases of industrial gases under contracts
accounted for as operating leases. See Note 10 to the financial statements.

(e)  Estimated payments for certain liabilities that existed as of December 31, 2020.

()  Excludes $89 million of uncertain tax liabilities under ASC 740, as well as any planned future funding contributions to
retirement benefit plans. Amounts associated with uncertain tax liabilities have been excluded because of the difficulty
in making reasonably reliable estimates of the timing of cash settlements with the respective taxing authorities.
Regarding future funding of retirement benefit plans, we plan to contribute about $10 million in 2021, but funding
projections beyond 2021 are not practical to estimate due to the rules affecting tax-deductible contributions and the
impact from the plans’ asset performance, interest rates and potential U.S. and non-U.S. legislation.

Critical accounting policies

Our accounting policies are more fully described in Note 2 of the consolidated financial statements. As disclosed in Note 2,
the preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make estimates
and assumptions about future events that affect the amounts reported in the financial statements and accompanying notes.
However, based on facts and circumstances inherent in developing estimates and assumptions, management believes it is
unlikely that applying other estimates and assumptions would have a material impact on the financial statements. We consider
the following accounting policies to be those that are most important to the portrayal of our financial condition and that
require a higher degree of judgment.

Income taxes
In determining net income for financial statement purposes, we must make certain estimates and judgments in the calculation

of tax provisions and the resultant tax liabilities and in the recoverability of deferred tax assets that arise from temporary
differences between the tax and financial statement recognition of revenue and expense.
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In the ordinary course of global business, there may be many transactions and calculations where the ultimate tax outcome is
uncertain. The calculation of tax liabilities involves dealing with uncertainties in the interpretation and application of complex
tax laws, and significant judgment is necessary to (i) determine whether, based on the technical merits, a tax position is more
likely than not to be sustained and (ii) measure the amount of tax benefit that qualifies for recognition. We recognize potential
liabilities for anticipated tax audit issues in the United States and other tax jurisdictions based on an estimate of the ultimate
resolution of whether, and the extent to which, additional taxes will be due. Although we believe the estimates are reasonable,
no assurance can be given that the final outcome of these matters will not be different from what is reflected in the historical
income tax provisions and accruals.

As part of our financial process, we must assess the likelihood that our deferred tax assets can be recovered. If recovery is not
likely, the provision for taxes must be increased by recording a reserve in the form of a valuation allowance for the deferred
tax assets that are estimated not to be ultimately recoverable. Our judgment regarding future recoverability of our deferred tax
assets may change due to various factors, including changes in U.S. or international tax laws and changes in market conditions
and their impact on our assessment of taxable income in future periods. These changes, if any, may require adjustments to the
deferred tax assets and an accompanying reduction or increase in net income in the period when such determinations are made.

Inventory valuation allowances

Inventory is valued net of allowances for unsalable or obsolete raw materials, work in process and finished goods. Statistical
allowances are determined quarterly for raw materials and work in process based on historical disposals of inventory for
salability and obsolescence reasons. For finished goods, quarterly statistical allowances are determined by comparing inventory
levels of individual parts to historical shipments, current backlog and estimated future sales in order to identify inventory
considered unlikely to be sold. A specific allowance for each material type will be carried if there is a significant event not
captured by the statistical allowance, such as an end-of-life part or demand with imminent risk of cancellation. Allowances are
also calculated quarterly for instances where inventoried costs for individual products are in excess of the net realizable value
for those products. Actual future write-offs of inventory for salability and obsolescence reasons may differ from estimates and
calculations used to determine valuation allowances due to changes in customer demand, customer negotiations, technology
shifts and other factors.

Changes in accounting standards
See Note 2 to the financial statements for information regarding the status of new accounting and reporting standards.
Off-balance sheet arrangements

As of December 31, 2020, we had no significant off-balance sheet arrangements as defined in Item 303(a)(4)(ii) of SEC
Regulation S-K.

Commitments and contingencies

See Note 11 to the financial statements for a discussion of our commitments and contingencies.
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ITEM 7A. Quantitative and qualitative disclosures about market risk

Foreign exchange risk

The U.S. dollar is our functional currency for financial reporting. Our non-U.S. entities own assets or liabilities denominated in
U.S. dollars or other currencies. Exchange rate fluctuations impact taxable income in those jurisdictions and consequently
impact our effective tax rate.

Our balance sheet also reflects amounts remeasured from non-U.S. dollar currencies. Because most of the aggregate non-U.S.
dollar balance sheet exposure is hedged by forward currency exchange contracts, which are based on year-end 2020 balances
and currency exchange rates, a hypothetical 10% plus or minus fluctuation in non-U.S. currency exchange rates relative to the
U.S. dollar would result in a pretax currency exchange gain or loss of approximately $3 million.

We use these forward currency exchange contracts to reduce the earnings impact that exchange rate fluctuations may have on
our non-U.S. dollar net balance sheet exposures. As of December 31, 2020, we had forward currency exchange contracts
outstanding with a notional value of $416 million to hedge net balance sheet exposures (including $147 million to sell Japanese
yen, $85 million to sell euros and $82 million to sell British pounds). Similar hedging activities existed at year-end 2019.

Interest rate risk

We have the following potential exposure to changes in interest rates: (i) the effect of changes in interest rates on the fair value
of our investments in cash equivalents and short-term investments, which could produce a gain or a loss; and (ii) the effect of
changes in interest rates on the fair value of our debt.

As of December 31, 2020, a hypothetical 100 basis point increase in interest rates would decrease the fair value of our
investments in cash equivalents and short-term investments by about $9 million and decrease the fair value of our long-term
debt by $650 million. Because interest rates on our long-term debt are fixed, changes in interest rates would not affect the cash
flows associated with long-term debt.

Equity risk
Long-term investments at year-end 2020 include the following:

*  Investments in mutual funds — includes mutual funds that were selected to generate returns that offset changes in
certain liabilities related to deferred compensation arrangements. The mutual funds hold a variety of debt and equity
investments.

*  Investments in venture capital funds — includes investments in limited partnerships (accounted for under either the
equity method or at cost as non-marketable equity securities).

o Equity investments — includes non-marketable (non-publicly traded) equity securities.

Investments in mutual funds are stated at fair value. Changes in prices of the mutual fund investments are expected to offset
related changes in certain deferred compensation liabilities. Non-marketable equity securities and certain venture capital funds
are stated at cost minus impairment, if any, plus or minus changes resulting from qualifying observable price changes.
Investments in the remaining venture capital funds are stated using the equity method. See Note 6 to the financial statements
for details of equity and other long-term investments.

We also utilize total return swaps to economically hedge exposure to changes in liabilities related to the equity market risks of

certain deferred compensation arrangements with employees. Gains or losses from changes in the fair value of these total
return swaps generally offset the related losses or gains on the deferred compensation liabilities.
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ITEM 8. Financial statements and supplementary data
List of financial statements:

* Income for each of the three years in the period ended December 31, 2020

»  Comprehensive income for each of the three years in the period ended December 31, 2020
e Balance sheets as of December 31, 2020 and 2019

*  Cash flows for each of the three years in the period ended December 31, 2020

»  Stockholders’ equity for each of the three years in the period ended December 31, 2020

Schedules have been omitted because the required information is not present or not present in amounts sufficient to require

submission of the schedule or because the information required is included in the consolidated financial statements or the
notes thereto.
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Consolidated Statements of Income For Years Ended December 31,

(Millions of dollars, except share and per-share amounts) 2020 2019 2018

REVENUE ... ettt ettt ettt e e e e et e et e ea e e eaeeeaestestesaseeaeesanans $14,461 $ 14383 $15,784
CoSt Of TEVENUE (COR) ..ottt st e s be e s ae e sabeessaeessseessneensnas 5,192 5,219 5,507
GTOSS PIOTTE 1ttt ettt ettt ettt ettt e st e st et et e beese et e eseeseensensanseseeseeseeneeseeneensenes 9,269 9,164 10,277
Research and development (R&D).......coouiiiiiiiiieiiee e 1,530 1,544 1,559
Selling, general and administrative (SG&A) ......oovieierieriieieeieeie st 1,623 1,645 1,684
ACQUISTEION CRATZES ...eeuvieeiieiiietiet ettt ettt et et e et e et e eneeeneeeneennean 198 288 318
Restructuring charges/Other..........oo.oiiiiiiii e 24 (36) 3
OPETAtING PIOTIL ....eeueiiitiie ettt ettt s et e e e e e e e e 5,894 5,723 6,713
Other income (expense), Nt (OI&E).......cccioviiiiiiiiiiicieeeeieeee et 313 175 98
Interest and debt EXPENSEC......ccveruiiriieiieieetieeteett ettt ettt ste e er e e steesseeseenseesseesaensaens 190 170 125
INCOME DEfOTE INCOME TAXES ....vuventetiteiteetieit ettt sttt ettt st ettt 6,017 5,728 6,686
Provision fOr INCOME tAXES ......vveiiieeeieieeeeeie ettt e e e e e e enaeeeeeaeeeeenaees 422 711 1,106
INEE INCOIMIE ...vvievtieiieteeiet ettt ettt ettt b et b et s bt e s et e b te s s e s essesesensesesens $ 5595 § 5,017 $ 5,580

Earnings per common share (EPS):
BUSIC. c1 vttt b ettt $ 605 § 533 § 571

DHIULEA. .ttt et ettt $ 597 $§ 524 § 559

BaSIC. .ttt e e 921 936 970

DHIULEA. c .ottt ettt e 933 952 990

A portion of net income is allocated to unvested restricted stock units (RSUs) on which we pay dividend equivalents. Diluted
EPS is calculated using the following:

INEE IIICOINEC ettt ettt ettt e eeeeee e e et ee e et et e e e e eeeeeaeeeeea e et eeeeeeeeseeneseeeneeaeeeeenennen $ 5595 $ 5017 $ 5,580
Income allocated t0 RSUS ....ceoiiiiiiiiiiciiceeeeeete ettt ettt reens 27 (31) (42)
Income allocated to common stock for diluted EPS.........oooiiioiiioiiieeeeeeeeeeeeeee e $ 5568 $ 498 $ 5,538

See accompanying notes.
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Consolidated Statements of Comprehensive Income For Years Ended December 31,

(Millions of dollars) 2020 2019 2018
INEE TTICOINIE ..o ettt et e et e et e e e e e e et e e et eeaeeeaeeeesee st eeeseeeeeeeeeeeeen $ 5595 $ 5017 $ 5,580
Other comprehensive income (loss)
Net actuarial losses of defined benefit plans:
Adjustments, net of tax effect of $3, ($37) and $35 .....cocvovieivieieieeeeeceeee 41) 38 (98)
Recognized within net income, net of tax effect of ($9), ($13) and ($15)......cccvvveneeene 29 38 50
Prior service credit of defined benefit plans:
Adjustments, net of tax effect of $0, $0 and $1......ccccveivieiiiiiiieeee, — — (6)
Recognized within net income, net of tax effect of $0, $0 and $1 ........ccoceveiriernnnnn. §)) — 3)
Derivative instruments:
Change in fair value, net of tax effect of $0, $0 and $1........ccooeiniiiiiniiii — — 2)
Other comprehensive income (108S), Net OF tAXES ....oovevveveieiiieieieieeeee e (13) 126 (59)
Total COMPreNENSIVE INCOME .......ovivieeiiieietiieeietiieie ettt $ 5582 § 5,143 § 5,521

See accompanying notes.
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Consolidated Balance Sheets

December 31,

(Millions of dollars, except share amounts) 2020 2019
Assets
Current assets:
Cash and cash eqUIVALENLS ........c.oecuieiiiiiieiie ettt e saee e e $ 3,107 § 2437
ShOTt-terM INVESTMENLS ... .eevieeieiieiieeieeiiesieeteeteeeeste st e et e e et e eseesseenseenseesseeseesseenseenseenees 3,461 2,950
Accounts receivable, net of allowances of ($11) and ($8) .....ccecvevvevirieieiiieieieeeee, 1,414 1,074
RAW MALEIIALS ...ttt et s s e e ne 180 176
WOTK 11 PIOCESS ..ttt ettt ettt ettt ettt e et e e ete e et e e ebaeeseeebaeeasesenbaesasessnsaasaseeans 964 916
FINiShed OOMS.....ccuviiiiiiiiii et ettt ettt e e stbeeeaaaens 811 909
INVEIIEOTIES ...vovvieeeeteeceetcecee ettt ettt ettt ettt ee et et e st esese et et ees s et eaeeseseeseseseeneneans 1,955 2,001
Prepaid expenses and Other CUTTENE ASSETS ..........ocvovevieveveriieeeeieeieteeeeteteee e 302 299
TOTAl CUITENT ASSELS........voveeveeeceeeteeceetesceetet et ettt eee et et ee et es e eseseee et essesesesesesesneseseseeeeseas 10,239 8,761
Property, plant and eqUIPMENT At COST.........eviirveririerereriieteteeet ettt es e eenenes 5,781 5,740
Accumulated dePreCIation ..........ccuiiiuiieiiiiiiieeiee ettt ettt e e sib e et e e etbeeeaaeesaseeeaee e (2,512) (2,437)
Property, plant and €qUIPIMENT ............c.ceieviuieieieeeeieeeeeceeeteeceee et 3,269 3,303
LONE-tEIM INVESIMENES ........cvovevetieceeteeceetetceeetetcee et etee et et eee et e s et esees et seas et eseeseseseseeseseesesesenens 49 300
(oo Tk | SRS 4,362 4,362
Acquisition-related INtangIDIES.........c.coovviieiiiiii et 152 340
DEfEITEA tAX @SSCLS...viiviiiieiiieiieieeieeee et et ettt e et e ete et e esbeesbeeseesseesreesseesseessesssesseesseesseensenssens 343 197
Capitalized SOtWAre LICENSES. .......ccuveriieiieiieiieiteie ettt 122 69
Overfunded retir€MENT PLANS .......eiieuiiiiiiieeiie ettt ettt ettt et e eeveeeeaeeeveeeereeenns 246 218
Other 10NZ-TEIMN ASSELS .....eeiuiiiiiiiiieiiierie ettt ettt et eeete s e e teesbeesseesaessaesseesseesseesseessesssenseens 569 468
TOTAL ASSELS ...v.vieeveeceeeeeeceee ettt ettt ettt ettt s et eae et et e e et e s eee et e s eas et e s ees s esese e esean s eseneas $19,351 $18,018
Liabilities and stockholders’ equity
Current liabilities:
Current portion of 1ong-term debt.........c.cccveiieriiiiiiiicie e $ 550 § 500
ACCOUNLES PAYADIC......eeuiieeiiieieiiecieeie ettt ettt e eseesaeseeesseesseeseesseesseesaenseens 415 388
ACCIUCd COMPENSATION......ecvieiieeiietieetietiete et et e eteete et e eteesteesteesseesseesseeseesseeseesseesseessesseens 767 714
INCOME tAXES PAYADIC......oiiviiieiiiicieeie ettt ettt et e 134 46
Accrued expenses and other [Habilities..........ccviviiiieiiieciiiiicieceee e 524 475
Total CUITENt HADIIHES ......o.voveviecveeceeeeeee ettt eaene s 2,390 2,123
LONGAEIN AEDE ....vveieieiceeeeeeeee ettt ettt s ettt ettt en e 6,248 5,303
Underfunded retirement PIANS ...........cceecieiiieiiieiieiecieceeste et see e 131 93
Deferred tax HabilItIes ... ..ecveeiiiiiiieeiie ettt ettt ree et e et e e beeesbeeebaeenbeeesaeenseeens 90 78
Other [ong-term HAbIIIIES ....ccvieiiieiiieiie ettt ettt e e saeeeaeeeaeeenes 1,305 1,514
TOTAl HHADIIIEIES .....vvceeveeeeee ettt ettt s e e s ea et eae e eseeene s eeeneesenenens 10,164 9,111
Stockholders’ equity:
Preferred stock, $25 par value. Authorized — 10,000,000 shares
Participating cumulative preferred — None iSSued...........ccveevieeiiiiiieeiie e ecee e — —
Common stock, $1 par value. Authorized — 2,400,000,000 shares
Shares 1SSUEA — 1,740,815,939 ... eeeeeneneee 1,741 1,741
Paid-in CaPItal .....vieeiieiiece e et ta e et e e taeenneas 2,333 2,110
REtaINed CaAIMINGS.....cccuvieiiieeiiecieeeiee ettt ettt et e e e ste e st e e s beesebeessseessbeesssaessseesssaesssens 42,051 39,898
Treasury common stock at cost
Shares: 2020 — 821,461,787; 2019 — 808,784,381 ..ccvvieveieieeieieeeieee e (36,578)  (34,495)
Accumulated other comprehensive income (loss), net of taxes (AOCI).......c..cccvvevuvrennnee. (360) (347)
Total StOCKNOIAETS™ EQUILY ........cvevieeieeeieieeetceceee ettt n s 9,187 8,907
Total liabilities and StOCKNOIAErs” €QUILY ........ccvevirieieieieiiiicie ettt $19,351 $ 18,018

See accompanying notes.
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Consolidated Statements of Cash Flows For Years Ended December 31,

(Millions of dollars) 2020 2019 2018
Cash flows from operating activities
NEETTICOMIE ...t ettt ettt e et e ea e e eae e te st e et eeaeeeteeaeeneeeaeesaeas $ 5595 $ 5,017 $ 5,580
Adjustments to net income:
DIEPIECIATION ..ttt ettt ettt ettt te e te e b e esbeesaeesaessaesseesseessesssesssenseeseensenns 733 708 590
Amortization of acquisition-related intangibles ...........ccceeveeriiiinienieiieeeee 198 288 318
Amortization of capitalized SOTtWAIE ..........ccovvieriieiiiieiieece e 61 54 46
StOCK COMPENSALION. ......eiuiieiieeiieitiesie ettt ettt ettt ettt e seee e e sae e e e enes 224 217 232
GaINS 0N SALES OF ASSCLS ..eevvieiieiiieiiieiecieeie ettt ettt ettt steeseenseessesseesaens “@ (23) 3)
DETEITEA LAXES ...vieeeiieiirieeiieeiee ettt e et et e et e e ste e et eeteeesbeeetaeesseeenseeenseeenseeenseeas (137) 81 (105)
Increase (decrease) from changes in:
ACCOUNLS TECRIVADIEC ....vviiiiiiciieciee ettt ettt e et eesaaeenaee s (340) 133 71
IIIVENTOTICS ...ttt ettt ettt ettt et e et e e b e esbeesa e seesseeseesseessesseesaeeseenseensenns 46 216 (282)
Prepaid expenses and other CUITENt ASSELS.......c.eeueeeerierieieeie e seeie e (79) 265 669
Accounts payable and accrued EXPENSES........ccvervieirrierieieeiesieseere e eee e sreereens 63 (93) @)
AcCIued COMPENSATION ....eueiiieiiieetieie et etee et ettt et et et e e eee e steeeeeeeeneesneenseeneeens 63 (15) 7
INCOME taXES PAYADIC ....viiiiiiieiieiieieeeeeee ettt raen (181) (193) 158
Changes in funded status of retirement plans ............occeeeeiieiieiiiie e 9 29 36
ORCT 1.ttt ettt ettt b ettt 94) (35 (107)
Cash flows from Operating aCtiVItIES ........ccuerueruerereieereeeieteeieieie e ee st eee e enee e aeseenees 6,139 6,649 7,189
Cash flows from investing activities
Capital eXPENAITUIES ....ocvieeiieiieiiieiecie ettt ettt ettt este e teesaeeseesseereesseesseenseans (649) (847) (1,131)
Proceeds from aSSEt SALES.......c.eiiririiiiiiieieiect e 4 30 9
Purchases of sShort-term iNVEStMENTS ...........ccveeierrieriieiiiieiie et sre e (5,786) (3,444) (5,641)
Proceeds from Short-term INVESTMENTS. ........ccc.eeeiiiuiieeeiieeeeeeeee e e e 5,545 2,309 6,708
OFRCT <.ttt ettt h bttt bbbt st ene et ennenen (36) 32 (23)
Cash flows from inVesting aCHVILICS........ccveeruierierreiieriieieeeesee e esre e eeresreesseeseesseseaeseees 922) (1,920) (78)
Cash flows from financing activities
Proceeds from issuance of long-term debt...........ccoeoieiirieiieiieiiee e 1,498 1,491 1,500
Repayment of debt.........ooiiiiiiiie e (500) (750) (500)
Dividends Paid......cceeeuieriieiieieiieseese ettt sre et naeeneeeneenaeens (3,426) (3,008) (2,555)
StOCK TEPUICNASES ....cuveiviiiieiiiciie ettt et sre e e teesaeeaeeaseeaaeeseesreereens (2,553) (2,960) (5,100)
Proceeds from common Stock transactions..........coeeeeeeieierienienieneneneeeeeeeeee e 470 539 373
OFRCT <.ttt ettt h bttt bbbt st ene et ennenen (36) (42) (47)
Cash flows from financing aCtIVITIES ......c.ecververiirieeiieiieeeiieii ettt ee e e s ssenees (4,547) (4,730) (6,329)
Net change in cash and cash equivalents...........coccooiiiiiiiiieieeee e 670 (1) 782
Cash and cash equivalents at beginning of period...........ccoeevvierierieiiieeieeeeee e 2,437 2,438 1,656
Cash and cash equivalents at end of PEriod.............ccooveveviiiierieiiieeiicieeeeeee e $ 3,107 §$ 2437 $§ 2438

See accompanying notes.
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Consolidated Statements of Stockholders’ Equity

Treasury

Common Paid-in Retained Common
(Millions of dollars, except per-share amounts) Stock Capital Earnings Stock AOCI
Balance, December 31, 2017 .....c.ccoviiininininininenenenene $ 1,741 $ 1,776  $34,662 $(27,458) $ (384)
2018
INEE INCOMIE ...t — — 5,580 — —
Dividends declared and paid ($2.63 per share).................... — — (2,555) — —
Common stock issued for stock-based awards .................... — (55) — 428 —
Stock repuIChases .......cecveeveiieiierieie e — — — (5,100) —
Stock COMPENSALION .....cveevieeiieeiiciieieere et — 232 — — —
Other comprehensive income (loss), net of taxes ................ — — — — (59)
Dividend equivalents on RSUS ........cccccovvviiviieiieieciieieenene — — (17) — —
Cumulative effect of accounting changes ............cccceeueennene — — 236 — (30)
OthET ot — 3) — — —
Balance, December 31, 2018 .........cccovieiviieciieiiieciecieeeeeeee 1,741 1,950 37,906 (32,130) (473)
2019
INET INCOMIE ...ttt e eanees — — 5,017 — —
Dividends declared and paid ($3.21 per share).................... — — (3,008) — —
Common stock issued for stock-based awards .................... — (55) — 594 —
Stock repuIChases ........cceeeverieiierieiiee e — — — (2,960) —
Stock COMPENSALION .....cveevieeiieeieciieii et — 217 — — —
Other comprehensive income (loss), net of taxes................ — — — — 126
Dividend equivalents on RSUS .........cccoeviiviieiieieciereennee — — (17) — —
(0711 1S) USSP — 2) — 1 —
Balance, December 31, 2019.......coovuiiiiiiiiiiieeeeeeeeeee 1,741 2,110 39,898 (34,495) (347)
2020
NetinCOME ..o — — 5,595 — —
Dividends declared and paid ($3.72 per share) ............... — — (3,426) — —
Common stock issued for stock-based awards................ — — — 470 —
Stock repurchases .............cccooieiiiiiiiiiieeeee e — — — (2,553) —
Stock compensation ...............ccoecvieiiieniiieniiene e — 224 — — —
Other comprehensive income (loss), net of taxes............. — — — — (13)
Dividend equivalents on RSUS.............ccooeiviiiniinnennnen. — — (16) — —
OURET ... — 1) — — —
Balance, December 31,2020 ..............cccoeevvevveeeeeecieeeneee $ 1,741 $§ 2333 $42,051 $(36,578) $ (360)

See accompanying notes.
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Notes to financial statements

1. Description of business, including segment and geographic area information

We design, make and sell semiconductors to electronics designers and manufacturers all over the world. We have two
reportable segments, Analog and Embedded Processing, each of which represents groups of similar products that are combined
on the basis of similar design and development requirements, product characteristics, manufacturing processes and distribution
channels.

*  Analog semiconductors change real-world signals, such as sound, temperature, pressure or images, by conditioning
them, amplifying them and often converting them to a stream of digital data that can be processed by other
semiconductors, such as embedded processors. Analog semiconductors are also used to manage power in all
electronic equipment by converting, distributing, storing, discharging, isolating and measuring electrical energy,
whether the equipment is plugged into a wall or using a battery. Our Analog segment consists of two major product
lines: Power and Signal Chain.

*  Embedded Processing products are the digital “brains” of many types of electronic equipment. They are designed to
handle specific tasks and can be optimized for various combinations of performance, power and cost, depending on
the application.

During 2020, we reorganized the product lines within our Analog segment to simplify our business structure into our Power and
Signal Chain product lines. These changes had no effect on either our previously reported consolidated financial statements or
our reportable segment results.

We report the results of our remaining business activities in Other. Other includes operating segments that do not meet the
quantitative thresholds for individually reportable segments and cannot be aggregated with other operating segments. Other
includes DLP® products, calculators and custom ASIC products.

In Other, we also include items that are not used in evaluating the results of or in allocating resources to our segments.
Examples of these items include acquisition charges (see Note 7); restructuring charges (see Note 12); and certain corporate-
level items, such as litigation expenses, environmental costs, insurance settlements, and gains and losses from other activities,
including asset dispositions. We allocate the remainder of our expenses associated with corporate activities to our operating
segments based on specific methodologies, such as percentage of operating expenses or headcount.

Our centralized manufacturing and support organizations, such as facilities, procurement and logistics, provide support to our
operating segments, including those in Other. Costs incurred by these organizations, including depreciation, are charged to the
segments on a per-unit basis. Consequently, depreciation expense is not an independently identifiable component within the
segments’ results and, therefore, is not provided.

With the exception of goodwill, we do not identify or allocate assets by operating segment, nor does the chief operating
decision maker evaluate operating segments using discrete asset information. We have no material intersegment revenue. The
accounting policies of the segments are consistent with those described in the summary of significant accounting policies and
practices.

2020 FORM 10-K ¢ PAGE 29



Segment information
For Years Ended December 31,

2020 2019 2018

Revenue:

AANALOE 1.ttt ettt h ettt et bt te b et te b et teebens s e $10,886 $ 10,223 $ 10,801

Embedded ProCESSING.......cveiuiiiieiiiieriiesie ettt ettt esesaessaessaesseenneennenes 2,570 2,943 3,554

OBNET oo oo e e e e e e e e e e s e s 1,005 1217 1,429
TOTAL TEVEIMUE ..ottt ettt e e ee et e et ses st eseaesesennana $ 14461 $14383 $15,784
Operating profit:

AANALOE 1.ttt ettt ettt b et b ettt neene st ne e $ 4912 § 4477 $ 5,109

Embedded ProCESSING ... ...c.veiuieiieieeieciiesit ettt ettt eaesseenseeseenee e 743 907 1,205

OBNET 1.ttt bttt ettt b et s et et st s bttt e e ae b neene e 239 339 399
Total OPErAtiNg PrOfIL.......cvivieeeeeeeeeeeeieteteteeeeee ettt ete et es et senesenenena $ 5894 § 5723 § 6,713

Geographic area information

The following geographic area information includes revenue, based on product shipment destination, and property, plant and
equipment, based on physical location. The geographic revenue information does not necessarily reflect end demand by
geography because our products tend to be shipped to the locations where our customers manufacture their products.

For Years Ended December 31,

2020 2019 2018

Revenue:

UNIEEA STALES ...ttt ettt ettt e e et e et eeaeeeaeeeaeete st e saeeene s $ 1,547 $ 1,827 $ 2,288

AASI () weroeveeeeeeeee e e e e e s e e e e et s e e e e e e er e 9,541 8,650 9,240

Europe, Middle East and AfTiCa..........ccvevuiiiiiieiiieieeie et 2,249 2,707 3,047

JAPAM ...ttt ettt e eneeeneen 734 796 869

RESt Of WOTIA ...ttt e esbeeseenaesnne e 390 403 340
TOLAl TEVEIUE ...ttt ettt ettt et ene e s eneeteseneeneans $ 14461 $14383 $15,784

(a)  Revenue from products shipped into China was $8.0 billion, $7.2 billion and $7.0 billion in 2020, 2019 and 2018,
respectively, which includes shipments to customers that manufacture in China and then export end products to their
customers around the world, as well as distributors that transship inventory through China to service other countries.

December 31,
2020 2019

Property, plant and equipment:

UNIEEA STALES ...ttt ettt ettt et et e et e et e e e e eee et e st e eae e e s eateeaee et e e e eeaeeeaeeaeeaes $ 2,036 $ 1,998

AASTA () +eeieveeeitieeiee et et et e et e et e et e et e e e bt e e e e e bt e e ae e e beeaabe e e baeebeeeataeenbeeebeeenaeeenbeeenbeeasbeesnraennns 1,005 1,046

Europe, Middle East and AfTICa.........cocoviiiiiiiiiiiie ettt 52 63

JAPAM ...ttt ettt ettt e ettt et et eneeeneeteenneens 165 185

RESE OF WOTTA ..ottt ettt ettt 1 11
Total property, plant and EQUIPIMENT ...........eoiiieieieieiei ettt ese e e enaeseenees $ 3,269 § 3,303

(a)  Property, plant and equipment at our two sites in the Philippines was $333 million and $394 million as of December 31,
2020 and 2019, respectively. Property, plant and equipment at our sites in China was $370 million and $304 million as of
December 31, 2020 and 2019, respectively.
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2. Basis of presentation and significant accounting policies and practices
Basis of presentation

The consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the
United States (GAAP). The basis of these financial statements is comparable for all periods presented herein.

The consolidated financial statements include the accounts of all subsidiaries. All intercompany balances and transactions have
been eliminated in consolidation. All dollar amounts in the financial statements and tables in these notes, except per-share
amounts, are stated in millions of U.S. dollars unless otherwise indicated. We have reclassified certain amounts in the prior
periods’ financial statements to conform to the 2020 presentation.

The preparation of financial statements requires the use of estimates from which final results may vary.

Significant accounting policies and practices

Revenue recognition

We generate revenue primarily from the sale of semiconductor products, either directly to a customer or to a distributor. We

have a variety of types of contracts with our customers and distributors. In determining whether a contract exists, we evaluate
the terms of the arrangement, the relationship with the customer or distributor and their ability to pay.

We recognize revenue from sales of our products, including sales to our distributors, when control is transferred. Control is
considered transferred when title and risk of loss pass, when the customer becomes obligated to pay and, where required,
when the customer has accepted the products. This transfer generally occurs at a point in time upon shipment or delivery to
the customer or distributor, depending upon the terms of the sales order. Payment for sales to customers and distributors is
generally due on our standard commercial terms. For sales to distributors, payment is not contingent upon resale of the
products.

Revenue from sales of our products that are subject to inventory consignment agreements is recognized at a point in time,
when the customer or distributor pulls product from consignment inventory that we store at designated locations. Delivery and
transfer of control occur at that point, when title and risk of loss transfers and the customer or distributor becomes obligated to
pay for the products pulled from inventory. Until the products are pulled for use or sale by the customer or distributor, we
retain control over the products’ disposition, including the right to pull back or relocate the products.

The revenue recognized is adjusted based on allowances, which are prepared on a portfolio basis using a most likely amount
methodology based on analysis of historical data and contractual terms. These allowances, which are not material, generally
include adjustments for pricing arrangements, product returns and incentives. The length of time between invoicing and
payment is not significant under any of our payment terms. In instances where the timing of revenue recognition differs from
the timing of invoicing, we have determined our contracts generally do not include a significant financing component.

In addition, we record an allowance for credit losses on accounts receivable that we estimate may not be collected. We monitor
collectability of accounts receivable primarily through review of accounts receivable aging. When collection is at risk, we
assess the impact on amounts recorded for credit losses and, if necessary, record a charge in the period such determination is
made.

We recognize shipping fees, if any, received from customers in revenue. We include the related shipping and handling costs in
cost of revenue. The majority of our customers pay these fees directly to third parties.

Advertising costs
We expense advertising and other promotional costs as incurred. This expense was $28 million, $30 million and $34 million

in 2020, 2019 and 2018, respectively.

Income taxes

We account for income taxes using an asset and liability approach. We record the amount of taxes payable or refundable for the
current year and the deferred tax assets and liabilities for future tax consequences related to events that have been recognized
in the financial statements or tax returns. We record a valuation allowance when it is more likely than not that some or all of
the deferred tax assets will not be realized.
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Other assessed taxes
Some transactions require us to collect taxes such as sales, value-added and excise taxes from our customers. These transactions
are presented in our Consolidated Statements of Income on a net (excluded from revenue) basis.

Leases
We determine if an arrangement is a lease at inception. Leases are included in other long-term assets, accrued expenses and
other liabilities, and other long-term liabilities on our Consolidated Balance Sheets.

Lease assets represent our right to use underlying assets for the lease term, and lease liabilities represent our obligations to
make lease payments over the lease term. On the commencement date, leases are evaluated for classification, and assets and
liabilities are recognized based on the present value of lease payments over the lease term. We use our incremental borrowing
rate based on the information available at commencement in determining the present value of lease payments. Operating lease
expense is generally recognized on a straight-line basis over the lease term. Our lease values include options to extend or not to
terminate the lease when it is reasonably certain that we will exercise such options.

We have agreements with lease and non-lease components, which are accounted for as a single lease component. Leases with
an initial lease term of 12 months or less are not recorded on the balance sheet; we recognize lease expense for these leases on
a straight-line basis over the lease term.

Earnings per share (EPS)

We use the two-class method for calculating EPS because the restricted stock units (RSUs) we grant are participating securities
containing non-forfeitable rights to receive dividend equivalents. Under the two-class method, a portion of net income is
allocated to RSUs and excluded from the calculation of income allocated to common stock.

Computation and reconciliation of earnings per common share are as follows (shares in millions):

For Years Ended December 31,

2020 2019 2018
Net Net Net
Income Shares EPS Income Shares EPS Income Shares EPS
Basic EPS:
Net INCOME ..., $5,595 $5,017 $5,580
Income allocated to RSUs................... 27 (32) (43)

Income allocated to common stock..... $5,568 921 $6.05 $4,985 936  $5.33  $5,537 970  $5.71

Dilutive effect of stock

compensation plans.............cccceeeuenns 12 16 20
Diluted EPS:

NEt INCOME .. $5,595 $5,017 $5,580

Income allocated to RSUs.................. 27) 3D (42)

Income allocated to common stock..... $5,568 933 $5.97 $4,986 952 $5.24  $5,538 990 $5.59

Potentially dilutive securities representing 4 million, 6 million and 4 million shares of common stock that were outstanding in
2020, 2019 and 2018 respectively, were excluded from the computation of diluted earnings per common share during these
periods because their effect would have been anti-dilutive.

Investments
We present investments on our Consolidated Balance Sheets as cash equivalents, short-term investments or long-term
investments, which are detailed below. See Note 6 for additional information.

*  Cash equivalents and short-term investments — We consider investments in available-for-sale debt securities with
maturities of 90 days or less from the date of our investment to be cash equivalents. We consider investments in
available-for-sale debt securities with maturities beyond 90 days from the date of our investment as being available for
use in current operations and include them in short-term investments. The primary objectives of our cash equivalent
and short-term investment activities are to preserve capital and maintain liquidity while generating appropriate returns.
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*  Long-term investments — Long-term investments consist of mutual funds, venture capital funds and non-marketable
equity securities.

Inventories

Inventories are stated at the lower of cost or estimated net realizable value. Cost is generally computed on a currently adjusted
standard cost basis, which approximates cost on a first-in, first-out basis. Standard cost is based on the normal utilization of
installed factory capacity. Cost associated with underutilization of capacity is expensed as incurred. Inventory held at
consignment locations is included in our finished goods inventory.

We review inventory quarterly for salability and obsolescence. A statistical allowance is provided for inventory considered
unlikely to be sold. The statistical allowance is based on an analysis of historical disposal activity, historical customer
shipments, as well as estimated future sales. A specific allowance for each material type will be carried if there is a significant
event not captured by the statistical allowance. We write off inventory in the period in which disposal occurs.

Property, plant and equipment; acquisition-related intangibles; and other capitalized costs

Property, plant and equipment are stated at cost and depreciated over their estimated useful lives using the straight-line method.
Our cost basis includes certain assets acquired in business combinations that were initially recorded at fair value as of the date
of acquisition. Leasehold improvements are amortized using the straight-line method over the shorter of the remaining lease
term or the estimated useful lives of the improvements. We amortize acquisition-related intangibles on a straight-line basis over
the estimated economic life of the assets. Capitalized software licenses generally are amortized on a straight-line basis over the
term of the license. Fully depreciated or amortized assets are written off against accumulated depreciation or amortization.

Impairments of long-lived assets

We regularly review whether facts or circumstances exist that indicate the carrying values of property, plant and equipment or
other long-lived assets, including intangible assets, are impaired. We assess the recoverability of assets by comparing the
projected undiscounted net cash flows associated with those assets to their respective carrying amounts. Any impairment charge
is based on the excess of the carrying amount over the fair value of those assets. Fair value is determined by available market
valuations, if applicable, or by discounted cash flows.

Goodwill

Goodwill is reviewed for impairment annually or more frequently if certain impairment indicators arise. We perform our annual
goodwill impairment test as of October 1 for our reporting units, which compares the fair value for each reporting unit to its
associated carrying value, including goodwill. See Note 7 for additional information.

Foreign currency
The functional currency for our non-U.S. subsidiaries is the U.S. dollar. Accounts recorded in currencies other than the U.S.

dollar are remeasured into the functional currency. Current assets (except inventories), deferred taxes, other assets, current
liabilities and long-term liabilities are remeasured at exchange rates in effect at the end of each reporting period. Property, plant
and equipment with associated depreciation and inventories are valued at historical exchange rates. Revenue and expense
accounts other than depreciation for each month are remeasured at the appropriate daily rate of exchange. Currency exchange
gains and losses from remeasurement are credited or charged to OI&E.

Derivatives and hedging

We use derivative financial instruments to manage exposure to foreign exchange risk. These instruments are primarily forward
foreign currency exchange contracts, which are used as economic hedges to reduce the earnings impact that exchange rate
fluctuations may have on our non-U.S. dollar net balance sheet exposures. Gains and losses from changes in the fair value of
these forward foreign currency exchange contracts are credited or charged to OI&E. We do not apply hedge accounting to our
foreign currency derivative instruments.

We are exposed to variability in compensation charges related to certain deferred compensation obligations to employees. We
use total return swaps to economically hedge this exposure and offset the related compensation expense, recognizing changes
in the value of the swaps and the related deferred compensation liabilities in SG&A.

In connection with the issuance of long-term debt, we may use financial derivatives such as treasury-rate lock agreements that
are recognized in AOCI and amortized over the life of the related debt. The results of these derivative transactions have not

been material.

We do not use derivatives for speculative or trading purposes.
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Changes in accounting standards — adopted standards for current period

We adopted the following Accounting Standards Updates (ASU) during the current period, none of which had a material impact
on our financial position or results of operations.

ASU Description Adopted Date
ASU No. 2016-13 Financial Instruments — Credit Losses (Topic 326): Measurement of January 1, 2020
Credit Losses on Financial Instruments
ASU No. 2018-13 Fair Value Measurement (Topic 820): Disclosure Framework — Changes January 1, 2020
to the Disclosure Requirements for Fair Value Measurement
ASU No. 2018-15 Intangibles — Goodwill and Other — Internal-Use Software January 1, 2020

(Subtopic 350-40): Customer s Accounting for Implementation Costs
Incurred in a Cloud Computing Arrangement That Is a Service Contract

3. Stock compensation

We have stock options outstanding to participants under long-term incentive plans. The option price per share may not be less
than the fair market value of our common stock on the date of the grant. The options have a 10-year term, generally vest ratably
over four years and continue to vest after the option recipient retires.

We also have RSUs outstanding to participants under long-term incentive plans. Each RSU represents the right to receive one
share of TI common stock, issued on the vesting date, which is generally four years after the date of grant. RSUs continue to
vest after the recipient retires. Holders of RSUs receive an annual cash payment equivalent to the dividends paid on our
common stock.

We have options and RSUs outstanding to non-employee directors under director compensation plans. The plans generally
provide for annual grants of stock options and RSUs, a one-time grant of RSUs to each new non-employee director and the
issuance of TI common stock upon the distribution of stock units credited to director deferred compensation accounts.

We also have an employee stock purchase plan (ESPP) under which options are offered to all eligible employees in amounts
based on a percentage of the employee’s compensation, subject to a cap. Under the plan, the option price per share is 85% of
the fair market value on the exercise date.

Total stock compensation expense recognized is as follows:
For Years Ended December 31,

2020 2019 2018
(610 ) 2 S USSP RPN $ 21 $ 21 $ 25
RED ..ot e e e 68 66 69
SGEA ... e e e et e et e e et e e araa e e 135 130 138
TTOTAL ..ottt ettt ettt ettt ettt ee ettt et en e nens $ 224 $ 217 $ 232

These amounts include expenses related to non-qualified stock options, RSUs and stock options offered under our ESPP and are
net of estimated forfeitures.

We recognize compensation expense for non-qualified stock options and RSUs on a straight-line basis over the minimum
service period required for vesting of the award, adjusting for estimated forfeitures based on historical activity. Awards issued
to employees who are retirement eligible or nearing retirement eligibility are expensed on an accelerated basis. Options issued
under our ESPP are expensed over a three-month period.
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Fair-value methods and assumptions

We account for all awards granted under our various stock compensation plans at fair value. We estimate the fair values for
non-qualified stock options using the Black-Scholes-Merton option-pricing model with the following weighted average
assumptions:

For Years Ended December 31,

2020 2019 2018
Weighted average grant date fair value, per sShare............cccoooeveveeeeveieieecceeeceeeen $ 25.55 $22.08 $23.20
Weighted average assumptions used:
EXPECted VOLALIIILY ...veivieeieiieiieieieiee ettt 26% 26% 23%
EXpected 1IVES (N YEAIS) ..vvevuveiiiiiiieeieeieeeeeie ettt esre et e e eaeesbeessessaesseesseesneenneens 6.8 7.1 7.2
RiSK-1T@€ INTEIEST TALES....cuveeuieeiieiiieitieie ettt 1.53% 2.66% 2.57%
Expected dividend yields .......cciveviiieiieriieiieieeieeee e 2.76% 2.95% 2.25%

We determine expected volatility on all options granted using available implied volatility rates. We believe that market-based
measures of implied volatility are currently the best available indicators of the expected volatility used in these estimates.

We determine expected lives of options based on the historical option exercise experience of our optionees using a rolling
10-year average. We believe the historical experience method is the best estimate of future exercise patterns currently available.

Risk-free interest rates are determined using the implied yield currently available for zero-coupon U.S. government issues with
a remaining term equal to the expected life of the options.

Expected dividend yields are based on the annualized approved quarterly dividend rate and the current market price of our
common stock at the time of grant. No assumption for a future dividend rate change is included unless there is an approved
plan to change the dividend in the near term.

The fair value per share of RSUs is determined based on the closing price of our common stock on the date of grant.

Our ESPP is a discount-purchase plan and consequently the Black-Scholes-Merton option-pricing model is not used to
determine the fair value per share of these awards. The fair value per share under this plan equals the amount of the discount.

Long-term incentive and director compensation plans

Stock option and RSU transactions under our long-term incentive and director compensation plans are as follows:

Stock Options RSUs
Weighted Average Weighted Average
Exercise Price Grant Date Fair
Shares per Share Shares Value per Share

Outstanding grants, December 31, 2019...................... 32,493,944 $ 66.57 5,897,800 $ 79.62
GIANLE ..o 4,253,606 130.48 1,005,778 130.59
Stock options exercised/RSUs vested ....................... (8,392,354) 53.28 (2,034,933) 53.88
Forfeited and expired.................cccooeniininnne. (359,919) 111.06 (157,021) 103.90
Outstanding grants, December 31,2020.................. 27,995,277 79.69 4,711,624 100.80

The weighted average grant date fair values per share of RSUs granted in 2020, 2019 and 2018 were $130.59, $106.58 and
$110.05, respectively. In 2020, 2019 and 2018, the total grant date fair values of shares vested from RSU grants were
$110 million, $125 million and $123 million, respectively.

As of December 31, 2020, the number of shares remaining available for future issuance under these plans was 40,334,683.
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Summarized information about stock options outstanding as of December 31, 2020, is as follows:

Stock Options Outstanding Options Exercisable
Number ‘Weighted Average ‘Weighted Number ‘Weighted
Outstanding Remaining Contractual  Average Exercise Exercisable Average Exercise
Exercise Price Range (Shares) Life (Years) Price per Share (Shares) Price per Share
$ 281310 161.98 ..o 27,995,277 5.8 $79.69 17,221,451 $59.33

In 2020, 2019 and 2018, the aggregate intrinsic values (i.e., the difference in the closing market price on the date of exercise
and the exercise price paid by the optionee) of options exercised were $681 million, $819 million and $561 million,
respectively.

Summarized information as of December 31, 2020, about outstanding stock options that are vested and expected to vest, as
well as stock options that are currently exercisable, is as follows:

Outstanding Stock
Options (Fully Vested Options
and Expected to Vest) (a) Exercisable
Number of outstanding (ShAres) .........cccoveeiieiieiiiieciee e 27,596,705 17,221,451
Weighted average remaining contractual life (in years) ........cccoceveriiiieieieiieieee e 5.8 4.4
Weighted average eXercise price Per SNAre ..........cooeeirieieieieierieeee e $ 79.13 § 5933
Intrinsic value (Millions 0f dOLATS) ......c.eecviiiiiiiiciiciieeeeeeee e e $§ 2346 $ 1,805

(a)  Includes effects of expected forfeitures. Excluding the effects of expected forfeitures, the aggregate intrinsic value of
stock options outstanding was $2.36 billion.

As of December 31, 2020, total future compensation related to equity awards not yet recognized in our Consolidated
Statements of Income was $237 million, consisting of $103 million related to unvested stock options and $134 million related
to unvested RSUs. The $237 million is expected to be recognized as follows: $115 million in 2021, $77 million in 2022,

$40 million in 2023 and $5 million in 2024.

Employee stock purchase plan
Options outstanding under the ESPP as of December 31, 2020, had an exercise price equal to 85% of the fair market value of
TI common stock on the date of automatic exercise. The automatic exercise occurred on January 4, 2021, resulting in an

exercise price of $137.89 per share. Of the total outstanding options, none were exercisable as of December 31, 2020.

ESPP transactions are as follows:

Exercise

Shares Price
Outstanding grants, December 31, 2019........ccccoiiiiiiiieieieeee e 173,849 $ 110.14
GIANEE ... e e e e e et e e et e e e et e e e e ata e e e eaeeean 714,680 108.74
EX@ICISEU ......oovviieiiieiiiee ettt ettt ettt s e st e e st e e et e e e b e e enbe e e abeennbeeenbeennreas (745,483) 103.48
Outstanding grants, December 31, 2020............c.cooiiiiiiiiiiiiiieeeeee e 143,046 137.89

The weighted average grant date fair values per share of options granted under the ESPP in 2020, 2019 and 2018 were $19.19,
$18.05 and $15.43, respectively. In 2020, 2019 and 2018, the total intrinsic value of options exercised under these plans was
$14 million, $13 million and $13 million, respectively.

As of December 31, 2020, the number of shares remaining available for future issuance under this plan was 33,097,602.

Effect on shares outstanding and treasury shares

Treasury shares were acquired in connection with the board-authorized stock repurchase program. As of December 31, 2020,
$10.63 billion of stock repurchase authorizations remain, and no expiration date has been specified.
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Our current practice is to issue shares of common stock from treasury shares upon exercise of stock options, distribution of
director deferred compensation and vesting of RSUs. The following table reflects the changes in our treasury shares:

Stock Options RSUs Treasury Shares
Balance, December 31, 2017 .....ooiioeiieeeeeeeeeeee e 757,657,217
ReEPUICRASES..... .ot 49,482,220
Shares used for:

Stock OPtIONS/RSUS ....ccvviiiiiiiiiciecee et (8,432,458) (2,769,994)

Stock applied t0 TAXES ..evereeeiieiieie ettt — 553,720

ESPP ettt (819,878) —

Director deferred Stock UNits.........coecvvvierieriiriieiiecieeee e — — (5,181)
TOtAl TSSUCH.....viivieiieie ettt ettt ettt eb e e e sseesaessaenseas (9,252,336) (2,216,274)  (11,468,610)
Balance, December 31, 2018 .......c.oieiiiiiiiieeciieeee et 795,665,646
REPUICRASES ... et 27,398,701
Shares used for:

Stock OPIONS/RSUS ....ovviiiiiiiiicieceee et (11,529,174) (2,370,762)

Stock applied t0 TAXES ..ovviiveiieieiieie ettt — 490,347

ESPP .ot re b ens (798,800) —

Director deferred StOCK UNILS.........cevveieeiieeiieiieecie e — — (71,571)
TOAl TSSUCH.....veivieeietieeie ettt ettt ettt et eae v (12,327,980) (1,880,415)  (14,208,395)
Balance, December 31, 2019 .....cc.oooviiiiiiieiieieeeeeee e M
REPUICRASES .......ooeviiiiiiiiicieeeee e 23,430,215
Shares used for:

Stock options/RSUS.........c.ocovviiiiiieiieieeceee e (8,392,354) (2,034,933)

Stock applied t0 taXes ............coiiiiiiiiii e — 421,518

ESPP ..ottt (745,483) —

Director deferred stock units ................cccooevvieeiiiiiieecie e — — (1,557)
TOtal iSSUCM.........ooiiiieiieieeee e (9,137,837) (1,613,415) (10,751,252)
Balance, December 31, 2020 ............cccoeieiiiiiiiee e 821,461,787

The effects on cash flows are as follows:

For Years Ended December 31,

2020 2019 2018
Proceeds from common stock transactions (@) .............ccoeeeveevereeveeereenenennn. $470 $539 $373
Tax benefit realized from stock compensation ...............ccoceeveeveieveeeereenensa, $ 195 $224 $179
Reduction to deferred tax asset..........ccevvevvieieniieniieieeie e (44) (49) (43)
Excess tax benefit for stock compensation............ccccceeveeeiereereeneeneeeeene. $ 151 $175 $ 136

(a)  Net of taxes paid for employee shares withheld of $53 million, $52 million and $60 million in 2020, 2019 and 2018,

respectively.
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4. Income taxes

Income before income taxes is comprised of the following components:

For Years Ended December 31,

2020 2019 2018
ettt ettt ettt a ettt a et h et e ae e st st nns $ 5210 $ 4915 § 5,672
NONULS. ettt a et bttt e h et a et h et b et b et b bt ettt 807 813 1,014
TOTAL .t bbbttt b sttt ettt $ 6,017 § 5728 § 6,686
Provision for income taxes is comprised of the following components:
For Years Ended December 31,
2020 2019 2018
Current Deferred Total Current Deferred Total Current Deferred Total
U.S. federal............. $ 357 $ (122) $ 235 $ 483 $ 25 $ 508 $ 979 $ (98) $ 881
Non-U.S.....ccceeenie. 192 (15) 177 135 56 191 225 (8) 217
U.S. state .....cceeueeneeee 10 — 10 12 — 12 7 1 8
Total....cocovveneinennn $ 559 $ (137) $ 422 § o630 $ 81 $ 711 $ 1,211 $ (105 §$ 1,106

Principal reconciling items from the U.S. statutory income tax rate to the effective tax rate (provision for income taxes as a
percentage of income before income taxes) are as follows:

For Years Ended December 31,

2020 2019 2018
U.S. statutory INCOME tAX TALE .....cc.eeuiruieiiiieieieieterte sttt st 21.0% 21.0% 21.0%
U.S. tax benefit for foreign derived intangible INCOME ..........ccovvverviiviieieeienieieie e 6.1) 4.9 (5.3)
Impact of changes in uncertain taX POSItIONS. ......ccueeeerrierieeriieieeieetiene e eee e e 4.0) (0.1) —
U.S. excess tax benefit for stock COMPENSAtION ........cc.eeevivieiiieniieiieieeieeeeie e 2.5) 3.1 (2.0)
U.S. R&D taX CIEAIL ..ouviiiiiieeiiieeiieeie ettt ettt et ettt et e et e eteeeseessbeesnseesesaessseessseesneeas (1.3) (1.4) (1.3)
U.S. Tax Act transitional NON-Cash EXPENSE .......ccueveeruierierieiieriiere ettt ere e eereseenaees — — 4.2
(0711 13 SRS 0.1) 0.9 (0.1)
BATECTIVE tAX TALE ... .vvevevevitetieieiii ettt sttt s s s et n s s 7.0% 12.4% 16.5%

The earnings represented by non-cash operating assets, such as fixed assets and inventory, will continue to be permanently
reinvested outside the United States. Provisions of the U.S. Tax Cuts and Jobs Act (the Tax Act), such as the one-time tax on
indefinitely reinvested earnings and the global intangible low-taxed income (GILTI) tax for years beginning in 2018, eliminate
any additional U.S. taxation resulting from repatriation of earnings of non-U.S. subsidiaries to the United States. Consequently,
no U.S. tax provision has been made for the future remittance of these earnings. However, withholding or distribution taxes in
certain non-U.S. jurisdictions will be incurred upon repatriation of available cash to the United States. A provision has been
made for deferred taxes on these undistributed earnings to the extent that repatriation of the available cash to the United States
is expected to result in a tax liability. As of December 31, 2020, we have no basis differences that would result in material
unrecognized deferred tax liabilities.

We have made an allowable policy election to account for the effects of GILTI as a component of income tax expense in the
period in which the tax is incurred.
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The primary components of deferred tax assets and liabilities are as follows:

December 31,

2020 2019
Deferred tax assets:
Deferred loss and tax credit carryfOrwards ............c.ooveriereieriiiieiee e $ 207 § 213
ALCCIUCA EXPCIISES.c.veueeiieeeieteete et et etee et et e e bt enteeaeeeseesstesae e et eneeeneeeneeeseenseenseenseenseeneesmeenseenseeneeenes 180 182
StOCK COMPENSALION ...ttt eiie et ettt et e st ettt e et e e st e steesseenseessesseesseesseenseensesnsesseanseanseans 106 109
Inventories and related TESETVES ........couiriiriirtirirtirierie ettt st 105 109
Retirement costs for defined benefit and retiree health care ............coccecveiviiiinininnince 44 49
OBRCT ettt bttt ettt b bbbt et ettt b e bt bt ettt neen 3 —
Total deferred tax assets, before valuation allOWANCE ...........ccccveeeieveeeeiiiiieeeeee e 645 662
Valuation AllOWANCE ........cocveieiiiiiieeiie ettt ettt et e et e et e et e e teeebeeeaeeeabeeebeesabeeeaseeeasessnseennnes 179) (180)
Total deferred tax assets, after valuation allOWaNnCE ..............ooovuiiiiiiiiiiiiiie e 466 482
Deferred tax liabilities:
Property, plant and eqUIPIMENL...........c.ccvveriieiirieriieie ettt see e e e eae e e sreeseeesseesseesseesaenseesens (116) (164)
INtErNAtioNAl CAIMINES. ......c.veivierieieiie et ete et et et ebeesbeesaessaesteesseesseessesssesssesssesaenseessenssesssessens (44) (62)
Acquisition-related intangibles and fair-value adjustments ...........cccoecvevveeierieneeneeie e (40) (82)
OERCT ettt b bt e ettt b bbbt ettt bbbt ettt nnen (13) (55)
Total deferred tax HADIIITIES ......c.veivieivieiieiectiecte ettt ettt ettt teesteesbeenteereesreesaeesseensens (213) (363)
NEt AEFEITEA TAX ASSEL 1.vuvviriietieicteteiiet ettt ettt ettt ettt s et s et s sese s etese s s ese s eseseesesesesseseseenas $ 253 § 119

The deferred tax assets and liabilities based on tax jurisdictions are presented on our Consolidated Balance Sheets as follows:

December 31,
2020 2019
DIETEITEA tAX ASSEES....iviuieuiirieietiititetietet ettt e ettt ettt et ettt eseete et esseteesessese et essese s essesessessesessesseseesessenas $ 343 § 197
Deferred tax HADIIITIES .. ..coveieiiiiiieeie ettt ettt et e it e e b e e s abeesabeeeaseesabeesaseessseesaneenenes 90) (78)
NEt AEfEITEA TAX ASSEL ..vvvirieietiietietiiettet ittt ettt ettt ettt ete s e eseebessesesbesseseebesseseesesseseesessesens $ 253 § 119

We make an ongoing assessment regarding the realization of U.S. and non-U.S. deferred tax assets. This assessment is based on
our evaluation of relevant criteria, including the existence of deferred tax liabilities that can be used to absorb deferred tax
assets, taxable income in prior carryback years and expectations for future taxable income. Valuation allowances decreased

$1 million in 2020 and increased $8 million and $7 million in 2019 and 2018, respectively. These changes had no impact to net
income in 2020, 2019 or 2018.

We have no tax loss carryforwards as of December 31, 2020.

Cash payments made for income taxes, net of refunds, were $720 million, $570 million and $705 million in 2020, 2019 and
2018, respectively.

Uncertain tax positions

We operate in a number of tax jurisdictions, and our income tax returns are subject to examination by tax authorities in those
jurisdictions who may challenge any item on these tax returns. Because the matters challenged by authorities are typically
complex, their ultimate outcome is uncertain. Before any benefit can be recorded in our financial statements, we must
determine that it is “more likely than not” that a tax position will be sustained by the appropriate tax authorities. We recognize
accrued interest related to uncertain tax positions and penalties as components of OI&E.
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The changes in the total amounts of uncertain tax positions are as follows:

2020 2019 2018
Balance, JANUATY L.......cocoovoivieieiereieeeeeeeteececee ettt ettt se e $ 303 $ 2806 § 300
Additions based on tax positions related to the current year ............coceeeeeienienieneneneeee. 3 3 3
Additions for tax pOSItiONS Of PIIOT YEAIS ......eervieeiriieitieieerie e stte sttt eeeeeee et et ee e eeeens 35 63 1
Reductions for tax positions Of Prior YEATS . ......cceivirieriiie ettt (249) (41) —
Settlements With tax aUtNOTIEIES......c..eeiiiiiieiieecie ettt et e et e b e e ae e et eeseeeenas — (8) (18)
Expiration of the statute of limitations for assessSing taXes.........cecueeeerieriierieeieenieneeneeeeeee A3 — —
Balance, DECEMDBET 31 ......coouiiiiiiioeiiceeeee ettt ettt e e $ 89 $ 303 § 286
Interest income (expense) recognized in the year ended December 31........c.coovvevieriienrnnnen. $ 39 3§ 9 $ (15
Interest payable as 0f DecemMbEr 31 ........cooviiiiiieiiieiieiieieeeeeee e $ 8§ $§ 44 $ 49

The liability for uncertain tax positions is a component of other long-term liabilities on our Consolidated Balance Sheets.

All of the $89 million and $303 million liabilities for uncertain tax positions as of December 31, 2020 and 2019, respectively,
are comprised of positions that, if recognized, would lower the effective tax rate. If these liabilities are ultimately realized,

$2 million of existing deferred tax assets in both 2020 and 2019 would also be realized. Reductions for tax positions of prior
years in 2020 include a $249 million tax benefit for the effective settlement of a depreciation-related uncertain tax position.
Accrued interest of $46 million related to this uncertain tax position was reversed and included in OI&E.

As of December 31, 2020, the statute of limitations remains open for U.S. federal tax returns for 2013 and following years.
Audit activities related to our U.S. federal tax returns through 2015 have been completed except for certain pending tax treaty
procedures for relief from double taxation and an Internal Revenue Service appeals process related to the 2013 through 2015
audit. The procedures for relief from double taxation pertain to U.S. federal tax returns for the years 2007 through 2012.

In non-U.S. jurisdictions, the years open to audit represent the years still open under the statute of limitations. With respect to
major jurisdictions outside the United States, our subsidiaries are no longer subject to income tax audits for years before 2007.

5. Financial instruments and risk concentration

Financial instruments

We hold derivative financial instruments such as forward foreign currency exchange contracts, the fair value of which was not
material as of December 31, 2020. Our forward foreign currency exchange contracts outstanding as of December 31, 2020,
had a notional value of $416 million to hedge our non-U.S. dollar net balance sheet exposures, including $147 million to sell
Japanese yen, $85 million to sell euros and $82 million to sell British pounds.

Our investments in cash equivalents, short-term investments and certain long-term investments, as well as our deferred
compensation liabilities, are carried at fair value. Our postretirement plan assets are carried at fair value or net asset value per
share. The carrying values for other current financial assets and liabilities, such as accounts receivable and accounts payable,
approximate fair value due to the short maturity of such instruments. As of December 31, 2020, the carrying value of long-term
debt, including the current portion, was $6.80 billion, and the estimated fair value was $7.78 billion. The estimated fair value

is measured using broker-dealer quotes, which are Level 2 inputs. See Note 6 for a description of fair value and the definition
of Level 2 inputs.

Risk concentration

We are subject to counterparty risks from financial institutions, customers and issuers of debt securities. Financial instruments
that could subject us to concentrations of credit risk are primarily cash deposits, cash equivalents, short-term investments and
accounts receivable. To manage our credit risk exposure, we place cash investments in investment-grade debt securities and
limit the amount of credit exposure to any one issuer. We also limit counterparties on cash deposits and financial derivative
contracts to financial institutions with investment-grade ratings.
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Concentrations of credit risk with respect to accounts receivable are limited due to our large number of customers and their
dispersion across different industries and geographic areas. We maintain allowances for expected returns, disputes, adjustments,
incentives and credit losses. These allowances are deducted from accounts receivable on our Consolidated Balance Sheets.

Accounts receivable allowances changed to reflect amounts charged (credited) to operating results by $3 million, ($11) million
and $11 million in 2020, 2019 and 2018, respectively.

Major customer
One of our end customers accounted for 10%, 8% and 8% of revenue in 2020, 2019 and 2018, respectively, recognized

primarily in our Analog segment. No end customer accounted for 10% or more of revenue in 2019 or 2018.

6. Valuation of debt and equity investments and certain liabilities

Investments measured at fair value

Available-for-sale debt investments, money market funds and mutual funds are stated at fair value, which is generally based on
market prices or broker quotes. See Fair-value considerations. Unrealized gains and losses from available-for-sale debt
securities are recorded as an increase or decrease, net of taxes, in AOCI on our Consolidated Balance Sheets, and any credit
losses on available-for-sale debt securities are recorded as an allowance for credit losses with an offset recognized in OI&E in
our Consolidated Statements of Income.

Our mutual funds hold a variety of debt and equity investments intended to generate returns that offset changes in certain
deferred compensation liabilities. We record changes in the fair value of these mutual funds and the related deferred
compensation liabilities in SG&A.

Other investments

Our other investments include equity-method investments and non-marketable equity investments, which are not measured at
fair value. These investments consist of interests in venture capital funds and other non-marketable equity securities. Gains and
losses from equity-method investments are recognized in OI&E based on our ownership share of the investee’s financial

results.

Non-marketable equity securities are measured at cost with adjustments for observable changes in price or impairments. Gains
and losses on non-marketable equity investments are recognized in OI&E.

Details of our investments are as follows:

December 31, 2020 December 31, 2019
Cash and Cash and
Cash Short-Term Long-Term Cash Short-Term Long-Term
Equivalents Investments Investments Equivalents Investments Investments
Measured at fair value:
Money market funds................ $ 886 $ — $ — $1,213 $  — $ —
Corporate obligations............... 256 407 — 174 1,216 —
U.S. government agency
and Treasury securities ............ 1,340 3,054 — 604 1,734 —
Mutual funds........cccceevvveeenee. — — 18 — — 272
Total..ooveiieeieeeee e, 2,482 3,461 18 1,991 2,950 272
Other measurement basis:
Equity-method investments ..... — — 27 — — 24
Non-marketable equity
INVEStMENts .......ocevvereeenneennnne. — — 4 — — 4
Cashonhand .........cccvenrnnnne. 625 — — 446 — —
Total..ooveieeeieiee e $ 3,107 $ 3,461 $ 49 $2,437 $2,950 $ 300

2020 FORM 10-K ¢ PAGE 41



As of December 31, 2020 and 2019, unrealized gains and losses associated with our available-for-sale investments were not
material. We did not recognize any credit losses related to available-for-sale investments in 2020, 2019 or 2018. All of our debt
securities classified as available for sale as of December 31, 2020, have maturities within one year.

In 2020, 2019 and 2018, the proceeds from sales, redemptions and maturities of short-term available-for-sale investments were
$5.29 billion, $2.31 billion and $6.71 billion, respectively. Gross realized gains and losses from these sales were not material.

In 2020, we entered into total return swaps to economically hedge the variability of certain deferred compensation obligations
to employees. As a result, we received proceeds of $253 million from the sale of investments in mutual funds that were
previously being utilized to offset this exposure.

Fair-value considerations

We measure and report certain financial assets and liabilities at fair value on a recurring basis. Fair value is defined as the price
that would be received to sell an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market
for the asset or liability in an orderly transaction between market participants on the measurement date.

The three-level hierarchy described below indicates the extent and level of judgment used to estimate fair-value measurements.

*  Level 1 — Uses unadjusted quoted prices that are available in active markets for identical assets or liabilities as of the
reporting date.

»  Level 2 — Uses inputs other than Level 1 that are either directly or indirectly observable as of the reporting date
through correlation with market data, including quoted prices for similar assets and liabilities in active markets and
quoted prices in markets that are not active. Level 2 also includes assets and liabilities that are valued using models or
other pricing methodologies that do not require significant judgment since the input assumptions used in the models,
such as interest rates and volatility factors, are corroborated by readily observable data. We utilize a third-party data
service to provide Level 2 valuations. We verify these valuations for reasonableness relative to unadjusted quotes
obtained from brokers or dealers based on observable prices for similar assets in active markets.

»  Level 3 — Uses inputs that are unobservable, supported by little or no market activity and reflect the use of significant
management judgment. These values are generally determined using pricing models that utilize management estimates
of market participant assumptions. As of December 31, 2020 and 2019, we had no Level 3 assets or liabilities.

The following are our assets and liabilities that were accounted for at fair value on a recurring basis. These tables do not include

cash on hand, assets held by our postretirement plans, or assets and liabilities that are measured at historical cost or any basis
other than fair value.

December 31, 2020 December 31, 2019
Level 1 Level 2 Total Level 1 Level 2 Total

Assets:

Money market funds...........c.ccoceievereieiiieiieeen. $ 86 $ — $ 86 $1213 § — $ 1,213

Corporate 0bligations............cceevvvevieeieneenieereenenenns — 663 663 — 1,390 1,390

U.S. government agency and Treasury securities ..... 4,394 — 4,394 2,338 — 2,338

Mutual funds........cooeverininiiie 18 — 18 272 — 272
TOtal ASSELS ..veeuveeeeieiieeiieii ettt e $5298 $ 663 $5961 § 3823 $ 1,390 § 5213
Liabilities:

Deferred compensation.............ccoeeeeeveeereeveeereenennan. $ 350 $ — $ 350 § 298 § — § 298
Total lHabilities ......ceeeveieiirienirireeeeececccee e $ 350 $ — §$ 3350 § 298 $§ — § 298

2020 FORM 10-K ¢ PAGE 42



7. Goodwill and acquisition-related intangibles

Goodwill by segment as of December 31, 2020 and 2019, is as follows:

Goodwill
AATIALOE ...ttt ettt ettt ettt e b et ettt e et s e st e b e he ke R e ke es b eRses b e b e b e ehe ekt et s estenbesbebeebeeseeseeneesbensensen $ 4,158
EMDEAAEA PrOCESSINE. ... ettt ettt sttt ettt e st e st et e st e te bt eteeseeseeseeneenbeabeeseeseeseeneeneannennens 172
ORCT ettt b bt ettt et b e bbbt ettt h e bt bt bt st bbbt bt bttt eat et eaen 32
TOTALL ..ottt ettt ettt ettt e ettt et et et ae et s st et a et et ee st et e st b et a et et ae st ea et et eae s et ess et et eae s etensenas § 4,362

We perform our annual goodwill impairment test as of October 1 and determine whether the fair value of each of our reporting
units is in excess of its carrying value. Determination of fair value is based upon management estimates and judgment, using
unobservable inputs in discounted cash flow models to calculate the fair value of each reporting unit. These unobservable
inputs are considered Level 3 measurements, as described in Note 6. In 2020, 2019 and 2018, we determined no impairment
was indicated.

The components of acquisition-related intangibles are as follows:

December 31, 2020 December 31, 2019
Amortization  Gross Carrying Accumulated Gross Carrying  Accumulated
Period (Years) Amount Amortization Net Amount Amortization Net
Developed technology............ 8-10 $ 1,895 $ 1,753 $142 $ 2,000 $ 1,660 $ 340
Other intangibles .................... 5 10 — 10 — — —
Total...cocoeieiirinireceeceen $ 1,905 $1,753 $ 152 $ 2,000 $ 1,660 $ 340

Acquisition charges

Acquisition charges represent the ongoing amortization of intangible assets resulting from the acquisition of National
Semiconductor Corporation. These amounts are included in Other for segment reporting purposes, consistent with how
management measures the performance of its segments.

Amortization of acquisition-related intangibles was $198 million, $288 million and $318 million in 2020, 2019 and 2018,
respectively. Fully amortized assets are written off against accumulated amortization. The remaining estimated amortization is

$144 million in 2021.

8. Postretirement benefit plans

Plan descriptions

We have various employee retirement plans, including defined contribution, defined benefit and retiree health care benefit
plans. For qualifying employees, we offer deferred compensation arrangements.

U.S. retirement plans

Our principal retirement plans in the United States are a defined contribution plan, an enhanced defined contribution plan and
qualified and non-qualified defined benefit pension plans. The defined benefit plans were closed to new participants in 1997,
and then current participants were allowed to make a one-time election to continue accruing a benefit in the plans or to cease
accruing a benefit and instead to participate in the enhanced defined contribution plan.

Both defined contribution plans offer an employer-matching savings option that allows employees to make pretax and post-tax
contributions to various investment choices. Employees who elected to continue accruing a benefit in the qualified defined
benefit pension plans may also participate in the defined contribution plan, where employer-matching contributions are
provided for up to 2% of the employee’s annual eligible earnings. Employees who elected not to continue accruing a benefit in
the defined benefit pension plans and employees hired after November 1997 and through December 31, 2003, may participate
in the enhanced defined contribution plan. This plan provides for a fixed employer contribution of 2% of the employee’s
annual eligible earnings, plus an employer-matching contribution of up to 4% of the employee’s annual eligible earnings.
Employees hired after December 31, 2003, do not receive the fixed employer contribution of 2% of the employee’s annual
eligible earnings.
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As of December 31, 2020 and 2019, as a result of employees’ elections, TI’s U.S. defined contribution plans held shares of TI
common stock totaling 7 million shares and 8 million shares valued at $1.12 billion and $988 million, respectively. Dividends
paid on these shares in 2020 and 2019 were $27 million and $26 million, respectively. Effective April 1, 2016, the TI common
stock fund was frozen to new contributions or transfers into the fund.

Our aggregate expense for the U.S. defined contribution plans was $61 million in 2020, 2019 and 2018.

The defined benefit pension plans include employees still accruing benefits, as well as employees and participants who no
longer accrue service-related benefits, but instead, may participate in the enhanced defined contribution plan. Benefits under
the qualified defined benefit pension plan are determined using a formula based on years of service and the highest five
consecutive years of compensation. We intend to contribute amounts to this plan to meet the minimum funding requirements
of applicable local laws and regulations, plus such additional amounts as we deem appropriate. The non-qualified defined
benefit plans are unfunded and closed to new participants.

U.S. retiree health care benefit plan

U.S. employees who meet eligibility requirements are offered medical coverage during retirement. We make a contribution
toward the cost of those retiree medical benefits for certain retirees and their dependents. The contribution rates are based upon
various factors, the most important of which are an employee’s date of hire, date of retirement, years of service and eligibility
for Medicare benefits. The balance of the cost is borne by the plan’s participants. Employees hired after January 1, 2001, are
responsible for the full cost of their medical benefits during retirement.

Non-U.S. retirement plans

We provide retirement coverage for non-U.S. employees, as required by local laws or to the extent we deem appropriate,
through a number of defined benefit and defined contribution plans. Retirement benefits are generally based on an employee’s
years of service and compensation. Funding requirements are determined on an individual country and plan basis and are
subject to local country practices and market circumstances.

As of December 31, 2020 and 2019, as a result of employees’ elections, TI’s non-U.S. defined contribution plans held TI
common stock valued at $36 million and $28 million, respectively. Dividends paid on these shares of TI common stock in
2020 and 2019 were not material.

Effects on our Consolidated Statements of Income and Balance Sheets

Expenses related to defined benefit and retiree health care benefit plans are as follows:

U.S. Defined U.S. Retiree Non-U.S.
Benefit Health Care Defined Benefit

2020 2019 2018 2020 2019 2018 2020 2019 2018
SCIVICE COSL wvereeeeeeee et eee e e e e e $18 $18 $19 $3 $3 $5 $34 $31 $36
INtErest COSt ..cuviiiiniiiiiiiiiiieiceee e 31 38 35 13 14 15 38 43 45
Expected return on plan assets ..........cccoceevveeereevernenne. 36) 1) 42 12) (14) (15) (78) (86) (67)
Amortization of prior service cost (credit) .................. — — - 2 @O 3 1 1 )
Recognized net actuarial 10SS ........cccocvevveriiieeiernenen. 7 9 17 — — 2 14 29 20
Net periodic benefit COStS .........covrvvereireereeeerereenenn. 20 24 29 2 2 4 9 18 33
Settlement LOSSES .....oovvevieiiiieriieiieieeieere e 16 10 23 —- = = 1 3 3
Total, including other postretirement losses................. $36 $34 §52 $2 $2 $4 $10 $21 $36

All defined benefit and retiree health care benefit plan expense components other than service cost are recognized in OI&E in
our Consolidated Statements of Income. Service cost is recognized within operating profit.

For the U.S. qualified pension and retiree health care plans, the expected return on plan assets component of net periodic

benefit cost is based upon a market-related value of assets. In accordance with U.S. GAAP, the market-related value of assets
is the fair value adjusted by a smoothing technique whereby certain gains and losses are phased in over a period of three years.
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Changes in the benefit obligations and plan assets for defined benefit and retiree health care benefit plans are as follows:

U.S. Defined U.S. Retiree Non-U.S.
Benefit Health Care Defined Benefit
2020 2019 2020 2019 2020 2019
Change in plan benefit obligation
Benefit obligation at beginning of year: ................... $ 90 § 874 §$ 359 $ 361 $2581 $ 2411
SEIVICE COSL...uvemiiiiiiriiniiriieiieteeee e 18 18 3 3 34 31
INtErest COSt.c.miiiiiiiaiieiiiie e 31 38 13 14 38 43
Participant contributions..........cceceeeveveeeveneennnne — — 13 13 7 7
Benefits paid........cocooeeieieiieneeee e (12) (11) 39) (41) 95) (103)
SEtICMENLS ..o 94) (66) — — )] (12)
Curtailments ........ccoeeveeveeieieerieeie e — — — — — (1)
Actuarial 10SS (aiN)......ccocverierieieeieieie e 194 107 40 9 143 193
Plan amendments...........ccccoooeeviinieniniinienieeene — — — — 1 —
Effects of exchange rate changes............cc.ccc...... — — — — 167 12
Benefit obligation at end of year...........ccccceeveeenee. $1,097 § 90 $ 389 $ 359 $2,868 $ 2,581
Change in plan assets
Fair value of plan assets at beginning of year:.......... $ 987 § 89 $ 35 $ 330 $2661 § 2410
Actual return on plan assets...........cceevervverveennnns 164 185 58 53 260 337
Employer contributions (qualified plans) ............ — — 1 1 11 9
Employer contributions (non-qualified plans)..... 16 10 — — — —
Participant contributions..........ccceceeveeveerieneeeene — — 13 13 7 7
Benefits paid........cccooceveeiiieniiiee (12) (11) 39) (41) 95) (103)
SettIeMENtS ..o.vveeveeeiieeiee e 94) (66) — — 8 (12)
Effects of exchange rate changes............c..cccu..... — — — — 172 13
Fair value of plan assets at end of year-..................... $1061 $§ 987 $ 38 $ 356 $3,008 S 2,661
Funded status at end of year..............coceeveveveveiennnn. $ @) § 27 8 — $ (3 $ 140 S 80

The actuarial loss (gain) for all pension plans was primarily related to a change in the discount rate used to measure the benefit
obligations of those plans in 2020 and 2019.

Amounts recognized on our Consolidated Balance Sheets as of December 31, are as follows:

U.S. U.S. Retiree Non-U.S.
Defined Benefit Health Care Defined Benefit Total

2020

Overfunded retirement plans....................cccococeevennnnnn. $ 9 $ 3 $ 234 $ 246

Accrued expenses and other liabilities

& other long-term liabilities....................c..ccoooevrrnnnn. (6) — Q)] an

Underfunded retirement plans ....................c.ccoeveiennnnnn. 39 3) (89) (131)
Funded status at end 0f 2020 .....................ccocovevrererennne. $ (36) $ — $ 140 $ 104
2019

Overfunded retirement plans .........c.cccceveveneneneereenienenne. $ 73 § — $ 145 $ 218

Accrued expenses and other liabilities

& other long-term liabilities .........cccoeeeeieiieiieienieee, (17) — 4) (21)

Underfunded retirement plans ...........ccocereenieiieiieienenns (29) 3) (61) (93)
Funded status at end 0f 2019 .....ccovvveiiiiiiiiiieeeeeeeeeee e $ 27 $ () $ 80 $ 104
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Contributions to the plans meet or exceed all minimum funding requirements. We expect to contribute about $10 million to our

retirement benefit plans in 2021.

Accumulated benefit obligations, which are generally less than the projected benefit obligations as they exclude the impact of
future salary increases, were $992 million and $878 million as of December 31, 2020 and 2019, respectively, for the U.S.
defined benefit plans, and $2.72 billion and $2.46 billion as of December 31, 2020 and 2019, respectively, for the non-U.S.

defined benefit plans.

The change in AOCI is as follows:

U.S. Defined U.S. Retiree Non-U.S.
Benefit Health Care Defined Benefit Total
Net Net Prior Net Prior Net Prior
Actuarial Actuarial Service Actuarial Service Actuarial Service
Loss Loss Credit Loss Credit Loss Credit
AOCI balance, net of taxes,
December 31, 2019.................... $ 91 $ 3 S @ $ 259 $ 2 $ 347 $ ()
Changes in AOCI by category:
Adjustments .......................... 66 6) — (16) — 44 —
Recognized within net
income............ccooooevveeeneeennennn. (23) — 2 as) 1) (38) 1
Tax effect.............ccoovveeeeninnn. 9) 1 — 14 — 6 —
Total change to AOCI ........... 34 5) 2 a7 a 12 1
AOCI balance, net of taxes,
December 31, 2020................... $ 125 $ ® $ (@ $ 242 $1 $ 359 $ ()

Information on plan assets

We report and measure the plan assets of our defined benefit pension and other postretirement plans at fair value. The tables
below set forth the fair value of our plan assets using the same three-level hierarchy of fair-value inputs described in Note 6.

December 31, 2020
Level 1 Level 2 Other (a) Total

Assets of U.S. defined benefit plan:

Fixed income securities and cash equivalents........................c......... $ — $ — $ 743 $ 743

Equity securities............ccocooiiiiiiiiiiiie e — — 318 318
TOLAL.......oiiciieieicec ettt bbbttt bbbt esenens $ — $ — $ 1,061 $ 1,061
Assets of U.S. retiree health care plan:

Fixed income securities and cash equivalents.........................c........ $ 29 $ — $ 222 $ 251

Equity securities............ccocooiiiiiiiiiinii — — 138 138
TOLAL ..ottt $ 29 $ — $ 360 $ 389
Assets of non-U.S. defined benefit plans:

Fixed income securities and cash equivalents.................................. $ 69 $ 146 $2,063 $ 2,278

Equity SECUIities...........ccocovviiiiiiiiiiiiieeccceee e 43 2 685 730
TOLAL ..ottt $ 112 $ 148 $2,748 $ 3,008

(a)  Consists of bond index and equity index funds, measured at net asset value per share, as well as cash equivalents.
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December 31, 2019

Level 1 Level 2 Other (a) Total

Assets of U.S. defined benefit plan:

Fixed income securities and cash equivalents..............cceeevevevveiereieieveeenennen, $§ — $ — $ 640 § 0640

EQUILY SECULTEICS ...evviivieiieiiieiiieieeie ettt e e e sbeese s snaesneesseeseenns — — 347 347
TOUAL. ... eceeeeeteee ettt sttt ettt s e s senas $ — $ — § 987 $§ 987
Assets of U.S. retiree health care plan:

Fixed income securities and cash equivalents..............ccocevvevevveierevreiereeeennen. $ 62§ — § 168 § 230

EQUILY SECULTEICS ...ivviivieiieeiieeiieteeie ettt esteesreeseense e eneesseeseenes — — 126 126
TOTALL .ttt ettt ettt ettt ettt nne § 62 § — § 294 § 356
Assets of non-U.S. defined benefit plans:

Fixed income securities and cash equivalents..............ccocceevevevieieecieiereeenenne. $ 59 $ 126 $ 1,762 $ 1,947

EQUILY SECUIIEICS ..vivviivieiieiieiieeteeie ettt teesreeseensesseesneesseeseenes 41 2 671 714
TOLAL. vttt ettt b bbb ne e e § 100 $ 128 § 2433 $ 2,661

(a)  Consists of bond index and equity index funds, measured at net asset value per share, as well as cash equivalents.

The investments in our major benefit plans largely consist of low-cost, broad-market index funds to mitigate risks of
concentration within market sectors. Our investment policy is designed to better match the interest rate sensitivity of the plan
assets and liabilities. The appropriate mix of equity and bond investments is determined primarily through the use of detailed
asset-liability modeling studies that look to balance the impact of changes in the discount rate against the need to provide asset
growth to cover future service cost. Most of our plans around the world have a greater proportion of fixed income securities
with return characteristics that are more closely aligned with changes in the liabilities caused by discount rate volatility.

Assumptions and investment policies

U.S. Defined U.S. Retiree Non-U.S.
Benefit Health Care Defined Benefit
2020 2019 2020 2019 2020 2019
Weighted average assumptions used
to determine benefit obligations:
DISCOUNE TALE ...ttt 2.81% 3.62%  2.74% 3.63% 1.31% 1.46%
Long-term pay progresSion.........cueeeereeeeereerreeneeseeseeneeens 3.70% 3.30% n/a n/a 3.15% 3.06%
Weighted average assumptions used
to determine net periodic benefit cost:
DISCOUNE TALE ...ttt 3.42%  435%  3.63%  4.30% 1.46% 1.85%
Long-term rate of return on plan assets ...........cccceevveeeenene. 4.00% 490%  3.50% 4.40% 2.93% 3.62%
Long-term pay progresSion.......c..ccuerveerveeceeseerreenveseeseeneeenns 3.30% 3.30% n/a n/a 3.06% 3.03%

We utilize a variety of methods to select an appropriate discount rate depending on the depth of the corporate bond market in
the country in which the benefit plan operates. In the United States, we use a settlement approach whereby a portfolio of bonds
is selected from the universe of actively traded high-quality U.S. corporate bonds. The selected portfolio is designed to provide
cash flows sufficient to pay the plan’s expected benefit payments when due. The resulting discount rate reflects the rate of
return of the selected portfolio of bonds. For our non-U.S. locations with a sufficient number of actively traded high-quality
bonds, an analysis is performed in which the projected cash flows from the defined benefit plans are discounted against a yield
curve constructed with an appropriate universe of high-quality corporate bonds available in each country. In this manner, a
present value is developed. The discount rate selected is the single equivalent rate that produces the same present value. For
countries that lack a sufficient corporate bond market, a government bond index is used to establish the discount rate.

Assumptions for the expected long-term rate of return on plan assets are based on future expectations for returns for each asset
class and the effect of periodic target asset allocation rebalancing. We adjust the results for the payment of reasonable expenses
of the plan from plan assets. We believe our assumptions are appropriate based on the investment mix and long-term nature of
the plans’ investments. Assumptions used for the non-U.S. defined benefit plans reflect the different economic environments
within the various countries.
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The target allocation ranges for the plans that hold a substantial majority of the defined benefit assets are as follows:

U.S. Defined U.S. Retiree Non-U.S.
Benefit Health Care Defined Benefit
Fixed income securities and cash equivalents .............cccooceevieienenncnne. 65% — 80% 65% — 80% 60% — 100%
EqQUItY SECUTTIES ..eeveeeieiieiie ettt e 20% — 35% 20% — 35% 0% — 40%
We rebalance the plans’ investments when they are outside the target allocation ranges.
Weighted average asset allocations as of December 31 are as follows:
U.S. Defined U.S. Retiree Non-U.S.
Benefit Health Care Defined Benefit
2020 2019 2020 2019 2020 2019

Fixed income securities and cash equivalents 70% 65%

30% 35%

65% 65%
35% 35%

76% 73%

EQUILY SECUTIIES ...evvivieiieiieeiieeteeie ettt e 24% 27%

None of the plan assets related to the defined benefit pension plans and retiree health care benefit plan are directly invested in
TI common stock.

The following assumed future benefit payments to plan participants in the next 10 years are used to measure our benefit
obligations. Almost all of the payments, which may vary significantly from these assumptions, will be made from plan assets
and not from company assets.

2021 2022 2023 2024 2025 2026 — 2030
U.S. Defined Benefit .........ccccceveirenininenineneceee, $ 95 $ 137 $ 102 $ 100 $ 102 $ 490
U.S. Retiree Health Care .........ccccooeveiiiiiciiiienee. 29 28 27 26 25 113
Non-U.S. Defined Benefit........ccccoceveeerineinenennenen 99 102 102 105 106 558
Assumed health care cost trend rates for the U.S. retiree health care benefit plan as of December 31 are as follows:

2020 2019

Assumed health care cost trend rate for NEXt YEar .......c..ccueviriririririiieiceerceeeeeeeee e 6.75% 7.00%
UIIMALE tIENA TALE .....eveiiieiiee ettt e e ettt e e e et e e e e e s setaeeeeaateeeseaneeesenaeessnnaeessnes 5.00% 5.00%
Year in which ultimate trend rate is 1eached...........coiiiiiiiiiiii e 2028 2028

Deferred compensation plans

We have deferred compensation plans that allow U.S. employees whose base salary and management responsibility exceed a
certain level to defer receipt of a portion of their cash compensation. Payments under these plans are made based on the
participant’s distribution election and plan balance. Participants can earn a return on their deferred compensation based on
notional investments in the same investment funds that are offered in our defined contribution plans.

As of December 31, 2020, our liability to participants of the deferred compensation plans was $350 million and is recorded in
other long-term liabilities on our Consolidated Balance Sheets. This amount reflects the accumulated participant deferrals and
earnings thereon as of that date. We utilize total return swaps and investments in mutual funds that serve as economic hedges
of our exposure to changes in the fair value of these liabilities. We record changes in the fair value of the liability and the
related total return swaps and mutual funds in SG&A, as discussed in Note 6. As of December 31, 2020, we held $18 million
in mutual funds related to these plans that are recorded in long-term investments on our Consolidated Balance Sheets.
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9. Debt and lines of credit

Short-term borrowings

We maintain a line of credit to support commercial paper borrowings, if any, and to provide additional liquidity through bank
loans. As of December 31, 2020, we had a variable-rate revolving credit facility from a consortium of investment-grade banks
that allows us to borrow up to $2 billion until March 2024. The interest rate on borrowings under this credit facility, if drawn,
is indexed to the applicable London Interbank Offered Rate (LIBOR). As of December 31, 2020, our credit facility was
undrawn, and we had no commercial paper outstanding.

Long-term debt

In March 2020, we issued a principal amount of $750 million of fixed-rate, long-term debt due in 2025. We incurred
$4 million of issuance costs. The proceeds of the offering were $749 million, net of the original issuance discount, and were
used for general corporate purposes and the repayment of maturing debt.

In April 2020, we retired $500 million of maturing debt.

In May 2020, we issued a principal amount of $750 million of fixed-rate, long-term debt due in 2030. We incurred $5 million
of issuance costs. The proceeds of the offering were $749 million, net of the original issuance discount, and were used for
general corporate purposes.

In March 2019, we issued a principal amount of $750 million of fixed-rate, long-term debt due in 2039. We incurred $7 million
of issuance costs. The proceeds of the offering were $743 million, net of the original issuance discount, and were used for
general corporate purposes.

In August 2019, we retired $750 million of maturing debt.

In September 2019, we issued a principal amount of $750 million of fixed-rate, long-term debt due in 2029. We incurred

$5 million of issuance costs. The proceeds of the offering were $748 million, net of the original issuance discount, and were
used for general corporate purposes.

In May 2018, we retired $500 million of maturing debt.

In the second quarter of 2018, we issued an aggregate principal amount of $1.5 billion of fixed-rate, long-term debt due in
2048, comprised of the issuance of $1.3 billion in May 2018 and an additional $200 million in June 2018. We incurred

$16 million of issuance and other related costs. The proceeds of the offering were $1.5 billion, net of the original issuance
discount and premium, and were used for general corporate purposes.
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Long-term debt outstanding is as follows:

December 31,

2020 2019
NOES dUE 2020 At 1.75%0 e eeneeeeseeeie ettt ettt ne e $ — $ 500
NOES AUE 2021 A 2.75%0 1 1cuveeiieeeeeiieieeee ettt et ettt eeta e seesbeebeenseenaeens 550 550
NOtES AUE 2022 At 1.85%0 . ueevienieeiieeiieeit ettt ettt ettt stee s esbeeseeneesneesseenseenseens 500 500
NOtES AUE 2023 At 2.25%0 1 eeveeneeeieeiieeie ettt ettt ettt et et estaesseeseeseeneesneesseenseenneens 500 500
NOtes AUE 2024 At 2.025%0.c..cueiveieeieieieee ettt ettt 300 300
NOtES AUE 2025 At 1.375%0 ettt ettt ettt 750 —
NOtes dUE 2027 At 2.90%0..ceveeneeeiieeeeeee ettt ettt ettt sn e eneeeae 500 500
NOtES AUE 2029 At 2.25%0 . .eeeeeee ettt ettt ettt ettt et ene et ens 750 750
NOtES dUE 2030 At 1.75%0 e eeueeeeeeeeieeie ettt ettt ettt 750 —
NOtES AU 2039 At 3.875%0 - eueeueeeeieee ettt ettt 750 750
NOES AUE 2048 At 4. 15%0. ettt ettt 1,500 1,500
TOLAL AEDL ...ttt ettt ettt bttt n et neennan 6,850 5,850
Net unamortized discounts, premiums and iSSUANCE COSES .....cvrrrvrrrrerrierieerierieneerieesseennenes (52) 47)
Total debt, including net unamortized discounts, premiums and issuance costs .................. 6,798 5,803
Current portion of long-term debt ...........ccceerieiiiiiirieieeee e e (550) (500)
LONG-EIM AEDE ...ttt ettt ettt bt sene s $ 6,248 $5,303

Interest and debt expense was $190 million, $170 million and $125 million in 2020, 2019 and 2018, respectively. This was net
of the amortized discounts, premiums and issuance costs. Cash payments for interest on long-term debt were $182 million,
$156 million and $114 million in 2020, 2019 and 2018, respectively. Capitalized interest was not material.

10. Leases
We conduct certain operations in leased facilities and also lease a portion of our data processing and other equipment. In
addition, certain long-term supply agreements to purchase industrial gases are accounted for as operating leases. Lease

agreements frequently include renewal provisions and require us to pay real estate taxes, insurance and maintenance costs.

Our leases are included as a component of the following balance sheet lines:

December 31,

2020 2019
Other TONZ-TEITN ASSELS .....vivivieriiieietiieetetet ettt teet et ete st eseete st essese s eseeseseseesesseseesesseseeseasens $ 319 $ 337
Accrued expenses and other [abilities ..........ccoccerieriiiiiiiieieie e $ 72 $ 73
Other 10ng-term HADIIILIES .....ceevviiiieiicieiieieeie ettt seeennas 249 259

Details of our operating leases are as follows:
For Years Ended December 31,

2020 2019
Lease cost related to lease Habilities.........ccueevviiiiiiiiiiiiieccie e S 70 $ 66
Variable 188SE COSL .....ouuiiiiiriiitiiiieiieii ettt ettt ettt seeenes 36 41
Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows fOr 1€aSE COSt .......cuiviiriiiriiiiiiiee e $ 59 $ 60
Lease assets obtained in exchange for new lease liabilities.........c.oocuevieriereeriiic i $ 59 $§ 167
Weighted average remaining 1€ase teIMN .......co.eeiuieriieiiieieiieieeie ettt 8.9 years 8.2 years
Weighted average diSCOUNT TALE ........ccvieviiieiierieeie ettt te e sbeebeesbe e eenenas 3.02% 3.37%
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As of December 31, 2020, we had committed to make the following minimum payments under our non-cancellable operating
leases:

2021 2022 2023 2024 2025 Thereafter Total
Lease payments ..........cccceeeveeeerennnan. $76 $ 60 $38 $33 $26 $ 138 $371
IMPULEA LEASE TNEETEST ....evvievieitieitieie ettt ettt ettt et e et e et et e e beesbeesaesseeeseesseesseesseesseessessaeseesseensesssesssesseeseensenns (50)
TOtAl 1€8SE THADIIILIES ....veuvevietiieticteiett ettt ettt ettt ettt s b e s e e s e b ese e s e s eseese s eneese s enseseseneess $321

11. Commitments and contingencies

Purchase commitments

Our purchase commitments include payments for software licenses and contractual arrangements with suppliers when there is
a fixed, non-cancellable payment schedule or when minimum payments are due with a reduced delivery schedule.

As of December 31, 2020, we had committed to make the following minimum payments under our purchase commitments:

2021 2022 2023 2024 2025 Thereafter Total
Purchase commitments...................... $ 400 $127 $ 69 $31 $24 $96 $ 747

Indemnification guarantees

We routinely sell products with an intellectual property indemnification included in the terms of sale. Historically, we have had
only minimal, infrequent losses associated with these indemnities. Consequently, we cannot reasonably estimate any future
liabilities that may result.

Warranty costs/product liabilities

We accrue for known product-related claims if a loss is probable and can be reasonably estimated. During the periods
presented, there have been no material accruals or payments regarding product warranty or product liability. Historically, we
have experienced a low rate of payments on product claims. Although we cannot predict the likelihood or amount of any future
claims, we do not believe they will have a material adverse effect on our financial condition, results of operations or liquidity.
Our stated warranties for semiconductor products obligate us to repair, replace or credit the purchase price of a covered
product back to the buyer. Product claim consideration may exceed the price of our products.

General
We are subject to various legal and administrative proceedings. Although it is not possible to predict the outcome of these
matters, we believe that the results of these proceedings will not have a material adverse effect on our financial condition,

results of operations or liquidity.

12. Supplemental financial information

Restructuring charges/other

Restructuring charges/other are included in Other for segment reporting purposes and are comprised of the following
components:

For Years Ended December 31,

2020 2019 2018
ReStruCtUring ChArZES () ... eoveeveeverueeeieiieiietiet ettt ne e neas $25 $(15) $6
GaINS 0N SALES OF ASSCLS ..eevviieiiieieiiieiie ettt ettt ettt seeesreeseesseesneeseenseens Q) (21) 3)
ResStructuring charges/Other ..............c.oioveueeeeeieeceeeeeeeeeeeeeeeeee e $24 $ (36) $3

(a)  Includes severance and benefits, accelerated depreciation, changes in estimates and other exit costs.
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Changes in accrued restructuring balances

2020 2019 2018
Balance, JANUATY ©.......ccovoiiiiiieieieieieieteeeeeeece ettt as $ — $ 28 $ 29
RESIUCIUIING CRATEES ....c.veevvieiieeiieieeieee ettt ettt et e eenaessaennees 25 (15) 6
INON-CASH TEEIMS (8)..uveenvieutieiiieiieeiiesttesit ettt ettt ettt e tee st ebeeseenaeenaesneesseeseenneenes 1 — 3)
PAYIMENLS ...ttt ettt et e sttt e et eena et e teeteenneenneenean 8 (13) “)
Balance, DECEMBET 31 ......oueeeeeeeeeeeeeeeeeeeeee ettt $ 18 $ — $ 28

(a)  Reflects charges for impacts of accelerated depreciation and changes in exchange rates.

The restructuring accrual balances are reported as a component of either accrued expenses and other liabilities or other long-
term liabilities on our Consolidated Balance Sheets, depending on the expected timing of payment.

In 2020, we recognized $25 million of restructuring charges primarily for severance and benefit costs associated with our
Embedded Processing business. As of December 31, 2020, $8 million of payments have been made.

In January 2020, we announced a multiyear plan to close our two remaining factories with 150-millimeter production, which
are more than 50 years old and located in Sherman and Dallas, Texas. Production will be transitioned from these sites to our
more advanced and cost-effective 300-millimeter wafer fabrication facilities in North Texas. We expect this transition to be
completed in the next two to four years. Charges for these closures cannot be reasonably estimated until a later phase of the
transition.

Other income (expense), net (OI&E)
For Years Ended December 31,

2020 2019 2018
OthEr INCOME (B)...vevvevivieieriirieietietei ettt ettt s et st e s e s esesbesseteebe s eseesesseseesessens $ 327 § 201 S 135
Other EXPENSE (D) 1.vvieviieiieitieiieieeie ettt ettt et et e e b e saesteesseeseesseessessaenseenseens (14) (26) (37)
TOTAL .ttt ettt ettt ettt s e st e st b s s bttt n s s st st s s enens $ 313 § 175 $ 98

(a)  Other income includes royalty income, reversals of tax interest accruals, interest and lease income, as well as investment
gains and losses.

(b)  Other expense includes a portion of pension and other retiree benefit costs, currency gains and losses and miscellaneous
items.

Property, plant and equipment at cost

December 31,

Depreciable

Lives (Years) 2020 2019
LAN.......coctitieieeeieiecee ettt ettt ettt ettt ettt ettt seaeas n/a $ 125§ 126
Buildings and IMPIroVEMENTS .........c.eeiuieiiriertieieeeeeiie sttt eeee et ee e eneeseeeneeas 5-40 2,571 2,504
Machinery and €qUIPIMENT ........cocuieiiriieiieie ettt ettt et enee e eneas 2-10 3,085 3,110
TOLALL ..ttt ettt et ettt e et te ettt entent et e b e teeteeteene st eneenaennen $ 5781 § 5,740
Other long-term liabilities

December 31,
2020 2019

Long-term portion of transition tax on indefinitely reinvested earnings ..........c.ccoceeveeveveevenienennenn $ 457 $ 506
Deferred compensation PLANS ..........ecueeriiiierierieieeteeteeeesteesteeaeeaeseesseesseeseesseessesssesseesseessesssessens 350 298
Operating 1€aSe HADIIILICS .......eevieiiiieiieiieeie ettt be et e e eseesaeebe e s e esseessessaenseas 249 259
UNCEITAIN tAX POSTEIONS ..eviieeieiietieteeetesttesteeteeteseeesteesseesseesseessesseesseesseessesssesssesseensesssesssesseesseesenns 89 303
L0711 <3 OO OO OO O ST UTURUSRUSRRRO 160 148
TOTALL .ttt ettt ettt ettt st b bbbt ses st s st $ 1,305 § 1,514
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Accumulated other comprehensive income (loss), net of taxes (AOCI)

December 31,

2020 2019
Postretirement benefit plans:

INEE ACTUATTIAL 10SS......vivvevitiieeeetee ettt ettt ettt ettt ettt et et ete et et ets et et eteesessetees e s essevesennas $ (359 $ (347
PriOT SEIVICE CTEAIE . ..c..eeieiieiieietete ettt sttt ettt see it enees 1 2
Cash flow hedge derivative INStIUMENES. .......eccviriertieiieeiertieieere e see e ere e eeee e esseesseeeseesaesseessees 2) (2)
TOUAL ...ttt ettt bttt s et a bbbt et b ettt a ettt n e $ (360) $ (347

Details on amounts reclassified out of accumulated other comprehensive income (loss), net of taxes, to net income

Our Consolidated Statements of Comprehensive Income include items that have been recognized within net income in 2020,
2019 and 2018. The table below details where these transactions are recorded in our Consolidated Statements of Income.

For Years Ended
December 31,

Impact to Related Statement
2020 2019 2018 of Income Lines

Net actuarial losses of defined benefit plans:
Recognized net actuarial loss and settlement losses (a)...... $38 $51 $ 65 DecreasetoOI&E

TaX €ffECT .oiieiieiie e e (&) (13) (15) Decrease to provision for income taxes

Recognized within net income, net of taxes .............cocue.... $29 § 38 § 50 Decrease tonetincome

Prior service credit of defined benefit plans:

Amortization of prior service credit (2) .....ccooveveerererieennne. $ 1) $— $ (4 Increaseto OI&E
TaX fFCCT .o — — 1 Increase to provision for income taxes
Recognized within net income, net of taxes ............cocue..... $ 1) $— $ (3) Increase tonetincome

(a)  Detailed in Note 8.

13. Quarterly financial data (unaudited)

2020 Quarters 2019 Quarters
4th 3rd 2nd 1st 4th 3rd 2nd 1st

Revenue......cocevvvereeeeneieeenen, $ 4076 $ 3,817 $ 3,239 $ 3,329 §$ 3350 $ 3,771 $ 3,668 § 3,594
Gross profit......cccceceeeceeeneeenneenne. 2,646 2,453 2,082 2,088 2,097 2,446 2,360 2,261
Included in operating profit:

Acquisition charges ................... 47 51 50 50 50 79 80 79

Restructuring charges/other ....... — — 24 — — — (36) —
Operating profit.........ccccoeeeeeuennene. 1,813 1,609 1,228 1,244 1,249 1,589 1,506 1,379
Net iNCOME ..c.venveeeveeeeeiieieieienne 1,688 1,353 1,380 1,174 1,070 1,425 1,305 1,217
Basic EPS ..o, $ 183 $ 147 $ 15 $ 125 § 114 §$§ 151 $ 138 § 129
Diluted EPS.....cocoovveieieieieeinee, $ 180 $ 145 $ 148 $ 124 § 112 §$§ 149 §$ 136 § 1.26
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Report of independent registered public accounting firm
To the Shareholders and the Board of Directors of Texas Instruments Incorporated
Opinion on the financial statements

We have audited the accompanying consolidated balance sheets of Texas Instruments Incorporated (the Company) as of
December 31, 2020 and 2019, the related consolidated statements of income, comprehensive income, sharcholders’ equity and
cash flows for each of the three years in the period ended December 31, 2020, and the related notes (collectively referred to as
the “consolidated financial statements”). In our opinion, the consolidated financial statements present fairly, in all material
respects, the financial position of the Company at December 31, 2020 and 2019, and the results of its operations and its cash
flows for each of the three years in the period ended December 31, 2020, in conformity with U.S. generally accepted
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the Company’s internal control over financial reporting as of December 31, 2020, based on criteria established in
Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(2013 framework) and our report dated February 5, 2021, expressed an unqualified opinion thereon.

Basis for opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on
the Company’s financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due
to error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical audit matter

The critical audit matter communicated is a matter arising from the current period audit of the financial statements that was
communicated or required to be communicated to the audit committee and that: (1) relates to accounts or disclosures that are
material to the financial statements and (2) involved our especially challenging, subjective or complex judgments. The
communication of the critical audit matter does not alter in any way our opinion on the consolidated financial statements,
taken as a whole, and we are not, by communicating the critical audit matter below, providing a separate opinion on the critical
audit matter or on the account or disclosure to which it relates.
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Uncertain tax positions

Description of the
matter

How we addressed the
matter in our audit

As discussed in Note 4 to the consolidated financial statements, the Company operates in the
United States and multiple international tax jurisdictions, and its income tax returns are subject to
examination by tax authorities in those jurisdictions who may challenge any tax position on these
returns. Uncertainty in a tax position may arise because tax laws are subject to interpretation. The
Company uses significant judgment to (1) determine whether, based on the technical merits, a tax
position is more likely than not to be sustained and (2) measure the amount of tax benefit that
qualifies for recognition. Auditing management’s estimate of the amount of tax benefit that qualifies
for recognition involved auditor judgment because management’s estimate is complex, requires a
high degree of judgment and is based on interpretations of tax laws and legal rulings.

We obtained an understanding, evaluated the design, and tested the operating effectiveness of
controls over the Company’s accounting process for uncertain tax positions. For example, this
included controls over the Company’s assessment of the technical merits of tax positions and
management’s process to measure the benefit of those tax positions. Among other procedures
performed, we involved our tax professionals to assess the technical merits of the Company’s tax
positions. This included assessing the Company’s correspondence with the relevant tax authorities
and evaluating income tax opinions or other third-party advice obtained by the Company. We also
evaluated the appropriateness of the Company’s accounting for its tax positions taking into
consideration relevant international and local income tax laws and legal rulings. We analyzed the
Company’s assumptions and data used to determine the amount of tax benefit to recognize and
tested the accuracy of the calculations. We also evaluated the adequacy of the Company’s financial
statement disclosures in Note 4 to the consolidated financial statements related to these tax matters.

Sanet + kL?

We have served as the Company’s auditor since 1952.

Dallas, Texas
February 5, 2021
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ITEM 9. Changes in and disagreements with accountants on accounting and financial disclosure

Not applicable.

ITEM 9A. Controls and procedures

Disclosure controls and procedures

An evaluation as of the end of the period covered by this report was carried out under the supervision and with the participation
of management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and
operation of our disclosure controls and procedures (as defined in Rules 13a-15(¢e) and 15d-15(e) under the Securities
Exchange Act of 1934). Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that
those disclosure controls and procedures were effective.

Internal control over financial reporting

Report by management on internal control over financial reporting

The management of TI is responsible for establishing and maintaining effective internal control over financial reporting. TI’s
internal control system was designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation and fair presentation of financial statements issued for external purposes in accordance with generally accepted
accounting principles. There has been no change in our internal control over financial reporting (as defined in Rule 13a-15(f)
and 15d-15(f) under the Securities Exchange Act of 1934) that occurred during the fourth quarter of 2020 that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.

All internal control systems, no matter how well designed, have inherent limitations and may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

TI management assessed the effectiveness of internal control over financial reporting as of December 31, 2020. In making this
assessment, we used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (2013
framework) (the COSO criteria) in Internal Control — Integrated Framework. Based on our assessment, we believe that, as of
December 31, 2020, our internal control over financial reporting is effective based on the COSO criteria.

TI’s independent registered public accounting firm, Ernst & Young LLP, has issued an audit report on the effectiveness of our
internal control over financial reporting, which immediately follows this report.
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Report of independent registered public accounting firm

To the Shareholders and the Board of Directors of Texas Instruments Incorporated
Opinion on internal control over financial reporting

We have audited Texas Instruments Incorporated’s internal control over financial reporting as of December 31, 2020, based on
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework) (the COSO criteria). In our opinion, Texas Instruments Incorporated (the Company)
maintained, in all material respects, effective internal control over financial reporting as of December 31, 2020, based on the
COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the consolidated balance sheets of the Company as of December 31, 2020 and 2019, the related consolidated
statements of income, comprehensive income, shareholders’ equity and cash flows for each of the three years in the period
ended December 31, 2020, and the related notes, and our report dated February 5, 2021, expressed an unqualified opinion
thereon.

Basis for opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting included in the accompanying report by management
on internal control over financial reporting. Our responsibility is to express an opinion on the Company’s internal control over
financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to be
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all
material respects.

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk,
and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

Definition and limitations of internal control over financial reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

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

{gwwg ¥ MLLP

Dallas, Texas
February 5, 2021
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ITEM 9B. Other information

Not applicable.

PART III

ITEM 10. Directors, executive officers and corporate governance

The information with respect to directors’ names, ages, positions, term of office, periods of service and business experience,
which is contained under the caption “Election of directors” in our proxy statement for the 2021 annual meeting of
stockholders, is incorporated herein by reference to such proxy statement.

A list of our executive officers and their biographical information appears in Part I, Item 1 of this report.

Code of ethics

We have adopted the Code of Ethics for TI Chief Executive Officer and Senior Finance Officers. A copy of the Code can be
found on our website at www.ti.com/corporategovernance. We intend to satisfy the disclosure requirements of the SEC
regarding amendments to, or waivers from, the Code by posting such information on the same website.

Audit committee

The information contained under the caption “Committees of the board” with respect to the audit committee and the audit

committee financial expert in our proxy statement for the 2021 annual meeting of stockholders is incorporated herein by
reference to such proxy statement.

ITEM 11. Executive compensation
The information contained under the captions “Director compensation” and “Executive compensation” in our proxy statement
for the 2021 annual meeting of stockholders is incorporated herein by reference to such proxy statement, provided that the

Compensation Committee report shall not be deemed filed with this Form 10-K.

The information contained under the caption “Compensation committee interlocks and insider participation” in our proxy
statement for the 2021 annual meeting of stockholders is incorporated herein by reference to such proxy statement.
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ITEM 12. Security ownership of certain beneficial owners and management and related
stockholder matters

Equity compensation plan information

The following table sets forth information about the company’s equity compensation plans as of December 31, 2020.

Number of Securities

Number of Remaining Available
Securities to be for Future Issuance
Issued Upon Weighted-Average under Equity
Exercise of Exercise Price of Compensation Plans
Outstanding Outstanding (excluding securities
Options, Warrants Options, Warrants reflected in
Plan Category and Rights (1) and Rights (2) column (1)) 3)
Equity compensation plans approved by security holders......... 32,946,484 (a) $79.99 (b) 73,432,285 (c)
Equity compensation plans not approved by security holders... — — —
TOAL et 32,946,484 (d) $79.99 73,432,285

(a)  Includes shares of TI common stock to be issued under the Texas Instruments 2003 Director Compensation Plan, the
Texas Instruments 2009 Long-Term Incentive Plan (the “2009 LTIP”) and predecessor stockholder-approved plans, the
Texas Instruments 2009 Director Compensation Plan, the TI Employees 2014 Stock Purchase Plan (the “2014 ESPP”)
and the Texas Instruments 2018 Director Compensation Plan (the “2018 Director Plan”).

(b)  Restricted stock units and stock units credited to directors’ deferred compensation accounts are settled in shares of T1
common stock on a one-for-one basis. Accordingly, such units have been excluded for purposes of computing the
weighted-average exercise price.

(c)  Shares of TI common stock available for future issuance under the 2009 LTIP, the 2014 ESPP and the 2018 Director
Plan. 38,457,158 shares remain available for future issuance under the 2009 LTIP and 1,877,525 shares remain available
for future issuance under the 2018 Director Plan. Under the 2009 LTIP and the 2018 Director Plan, awards may be
granted in the form of restricted stock units, options or other stock-based awards such as restricted stock.

(d)  Includes 27,995,277 shares for issuance upon exercise of outstanding grants of options, 4,711,624 shares for issuance
upon vesting of outstanding grants of restricted stock units, 143,046 shares for issuance under the 2014 ESPP and 96,537
shares for issuance in settlement of directors’ deferred compensation accounts.

Security ownership of certain beneficial owners and management

The information that is contained under the captions “Security ownership of certain beneficial owners” and “Security

ownership of directors and management” in our proxy statement for the 2021 annual meeting of stockholders is incorporated

herein by reference to such proxy statement.

ITEM 13. Certain relationships and related transactions, and director independence

The information contained under the captions “Related person transactions” and “Director independence” in our proxy

statement for the 2021 annual meeting of stockholders is incorporated herein by reference to such proxy statement.

ITEM 14. Principal accountant fees and services

The information with respect to principal accountant fees and services contained under the caption “Proposal to ratify

appointment of independent registered public accounting firm” in our proxy statement for the 2021 annual meeting of
stockholders is incorporated herein by reference to such proxy statement.
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PART IV

ITEM 15. Exhibits, financial statement schedules

The financial statements are listed in the index included in Item 8, “Financial statements and supplementary data.”

Incorporated by Reference Filed or
Designation Exhibit Furnished
of Exhibit Description of Exhibit Form File Number Date of Filing Number Herewith
Restated Certificate of Incorporation of
3(a) the Registrant, dated April 18, 1985, as 10-K  001-3761 February 24, 2015 3(a)
amended
3(b) By-Laws of the Registrant 8-K  001-3761 July 16, 2020 3
4(a) Indenture 8-K  001-3761 May 23, 2011 4.2
4(b) Officer’s Certificate 8-K  001-3761 May 8, 2013 4.2
4(c) Officer’s Certificate 8-K  001-3761 March 12, 2014 4.2
4(d) Officer’s Certificate 8-K  001-3761 May 6, 2016 4.1
4(e) Officer’s Certificate 8-K  001-3761 May 4, 2017 4.1
4(f) Officer’s Certificate 8-K  001-3761 November 3, 2017 4.1
4(g) Officer’s Certificate 8-K  001-3761 May 7, 2018 4.1
4(h) Officer’s Certificate 8-K  001-3761 June 8, 2018 4.1
4(i) Officer’s Certificate 8-K  001-3761 March 11, 2019 4.1
43G) Officer’s Certificate 8-K  001-3761 September 4, 2019 4.1
4(k) Officer’s Certificate 8-K  001-3761 March 12, 2020 4.1
4() Officer’s Certificate 8-K  001-3761 May 4, 2020 4.1
4(m) Description of Securities 10-K  001-3761 February 20, 2020 4D
TI Deferred Compensation Plan, as
10(a) amended * p 10-K  001-3761 February 24, 2016 10(a)
TI Employees Non-Qualified Pension Plan,
10(b) effective January 1, 2009, as amended * 10-K  001-3761 February 24, 2016 10(b)
10(c) g{aﬁrﬁpioyees Non-Qualified Pension 10-K  001-3761  February 24,2016  10(c)
Texas Instruments Long-Term Incentive
10(d) Plan, adopted April 15, 1993 * 10-K  001-3761 February 24, 2012 10(c)
Texas Instruments 2003 Director
10(e) Compensation Plan as amended 10-K  001-3761 February 24, 2015 10G)
January 19, 2012
Form of Non-Qualified Stock Option
Agreement for Executive Officers under
ey the Texas Instruments 2009 Long-Term ] February 23, 2017 L)
Incentive Plan *
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Incorporated by Reference

Filed
Designation Exhibit Fui‘lﬁisl?:d
of Exhibit Description of Exhibit Form File Number Date of Filing Number Herewith
Form of Restricted Stock Unit Award
Agreement for Executive Officers under
10(g) the Texas Instruments 2009 Long-Term SRS el ety 20, 20T 10(D
Incentive Plan *
Texas Instruments 2009 Long-Term DEF Appendix
10(h) Incentive Plan as amended April 21, 2016 * | 14A 001-3761 March 9, 2016 B
Texas Instruments 2009 Director
10(i) Compensation Plan as amended 10-K  001-3761 February 23, 2017 10(n)
January 19, 2012
Texas Instruments 2018 Director
10(j) Compensation Plan as amended 10-K  001-3761 February 20, 2020 10(k)
December 5, 2019
21 List of Subsidiaries of the Registrant X
Consent of Independent Registered Public
23 A . X X
ccounting Firm
31 Rule 13a-14(aRule 13a-14(a)/15(d)-14(a) X
@ Certification of Chief Executive Officer
31 Rule 13a-14(a)/15(d)-14(a) Certification X
(b) of Chief Financial Officer
Section 1350 Certification of Chief
2 Executive Officer X
Section 1350 Certification of Chief
32(b) Financial Officer X
101.ins Instance Document X
101.sch XBRL Taxonomy Schema X
101.cal XBRL Taxonomy Calculation Linkbase X
101.def XBRL Taxonomy Definitions Document X
101.1ab XBRL Taxonomy Labels Linkbase X
101.pre XBRL Taxonomy Presentation Linkbase X
Cover Page Interactive Data File
104 (embedded within the Inline XBRL X

document)

*  Management compensation plans and arrangements

Notice regarding forward-looking statements

This report includes forward-looking statements intended to qualify for the safe harbor from liability established by the Private
Securities Litigation Reform Act of 1995. These forward-looking statements generally can be identified by phrases such as TI

or its management “believes,

99 ¢ 99 ¢

expects,

anticipates,” “foresees,” “forecasts,

99 ¢

estimates” or other words or phrases of similar

import. Similarly, statements herein that describe TI’s business strategy, outlook, objectives, plans, intentions or goals also are
forward-looking statements. All such forward-looking statements are subject to certain risks and uncertainties that could cause
actual results to differ materially from those in forward-looking statements.
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We urge you to carefully consider the following important factors that could cause actual results to differ materially from the
expectations of TI or our management:

»  The duration and scope of the COVID-19 pandemic, government and other third-party responses to it and the
consequences for the global economy, including to our business and the businesses of our suppliers, customers and
distributors;

*  Economic, social and political conditions, and natural events in the countries in which we, our customers or our
suppliers operate, including global trade policies;

*  Market demand for semiconductors, particularly in the industrial and automotive markets, and customer demand that
differs from forecasts;

*  Our ability to compete in products and prices in an intensely competitive industry;

*  Evolving cybersecurity and other threats relating to our information technology systems or those of our customers or
suppliers;

*  Our ability to successfully implement and realize opportunities from strategic, business and organizational changes, or
our ability to realize our expectations regarding the amount and timing of associated restructuring charges and cost
savings;

*  Our ability to develop, manufacture and market innovative products in a rapidly changing technological environment,
and our timely implementation of new manufacturing technologies and installation of manufacturing equipment;

*  Availability and cost of raw materials, utilities, manufacturing equipment, third-party manufacturing services and
manufacturing technology;

*  Product liability, warranty or other claims relating to our products, manufacturing, delivery, services, design or
communications, or recalls by our customers for a product containing one of our parts;

*  Compliance with or changes in the complex laws, rules and regulations to which we are or may become subject, or
actions of enforcement authorities, that restrict our ability to operate our business or subject us to fines, penalties or
other legal liability;

*  Changes in tax law and accounting standards that impact the tax rate applicable to us, the jurisdictions in which profits
are determined to be earned and taxed, adverse resolution of tax audits, increases in tariff rates, and the ability to
realize deferred tax assets;

*  Aloss suffered by one of our customers or distributors with respect to TI-consigned inventory;

»  Financial difficulties of our distributors or semiconductor distributors’ promotion of competing product lines to our
detriment; or disputes with current or former distributors;

*  Losses or curtailments of purchases from key customers or the timing and amount of distributor and other customer
inventory adjustments;

*  Qur ability to maintain or improve profit margins, including our ability to utilize our manufacturing facilities at
sufficient levels to cover our fixed operating costs, in an intensely competitive and cyclical industry and changing
regulatory environment;

*  Our ability to maintain and enforce a strong intellectual property portfolio and maintain freedom of operation in all
jurisdictions where we conduct business; or our exposure to infringement claims;

» Instability in the global credit and financial markets;
* Increases in health care and pension benefit costs;
*  Our ability to recruit and retain skilled personnel, and effectively manage key employee succession; and

*  Impairments of our non-financial assets.

For a more detailed discussion of these factors, see the Risk factors discussion in Item 1A of this report. The forward-looking
statements included in this report are made only as of the date of this report, and we undertake no obligation to update the
forward-looking statements to reflect subsequent events or circumstances. If we do update any forward-looking statement, you
should not infer that we will make additional updates with respect to that statement or any other forward-looking statement.

2020 FORM 10-K ¢ PAGE 62



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this
Report to be signed on its behalf by the undersigned, thereunto duly authorized.

TEXAS INSTRUMENTS INCORPORATED

By: /s/ Rafael R. Lizardi
Rafael R. Lizardi

Senior Vice President, Chief Financial Officer
and Chief Accounting Officer

Date: February 5, 2021

Each person whose signature appears below constitutes and appoints each of Richard K. Templeton, Rafael R. Lizardi and
Cynthia Hoff Trochu, or any of them, each acting alone, his or her true and lawful attorneys-in-fact and agents, with full power
of substitution and resubstitution, for such person and in his or her name, place and stead, in any and all capacities in
connection with the annual report on Form 10-K of Texas Instruments Incorporated for the year ended December 31, 2020, to
sign any and all amendments to the Form 10-K and to file the same, with all exhibits thereto, and other documents in
connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, each
acting alone, full power and authority to do and perform each and every act and thing requisite and necessary to be done in and
about the premises, as fully to all intents and purposes as he or she might or could do in person, hereby ratifying and confirming
all that said attorneys-in-fact and agents, or their substitutes or substitute, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below by the following
persons on behalf of the Registrant and in the capacities indicated as of the Sth day of February 2021.

Signature Title
/s/ Mark A. Blinn Director
Mark A. Blinn
/s/ Todd M. Bluedorn Director

Todd M. Bluedorn

/s/ Janet F. Clark Director

Janet F. Clark

/s/ Carrie S. Cox Director

Carrie S. Cox

/s/ Martin S. Craighead Director

Martin S. Craighead

/s/ Jean M. Hobby Director

Jean M. Hobby

/s/ Michael D. Hsu Director

Michael D. Hsu
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/s/ Ronald Kirk Director

Ronald Kirk
/s/ Pamela H. Patsley Director
Pamela H. Patsley
/s/ Robert E. Sanchez Director

Robert E. Sanchez

/s/ Richard K. Templeton Director, Chairman of the Board, President
Richard K. Templeton and Chief Executive Officer
/s/ Rafael R. Lizardi Senior Vice President, Chief Financial Officer
Rafael R. Lizardi and Chief Accounting Officer
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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

April 22, 2021

i3 TEXAS INSTRUMENTS

Dear Stockholder:

You are cordially invited to attend the 2021 virtual annual meeting of stockholders on Thursday, April 22, 2021, at 8:30 a.m.
(Central time). If you plan to participate in the virtual meeting, please see “Attendance and instructions for virtual annual
meeting”. Stockholders will be able to listen, vote and submit questions from their home or any remote location that has
internet connectivity. There will be no physical location for stockholders to attend. Stockholders may only participate online by
logging in at www.virtualshareholdermeeting.com/TXN2021. At the meeting we will consider and act upon the following
matters:

» the election of directors for the next year,
» advisory approval of the company’s executive compensation,

» ratification of the appointment of Ernst & Young LLP as the company’s independent registered public accounting firm
for 2021,

» astockholder proposal to permit shareholder action by written consent, and
*  such other matters as may properly come before the meeting.

Stockholders of record at the close of business on February 22, 2021, are entitled to vote at the annual meeting.

We urge you to vote your shares as promptly as possible by (1) accessing the voting website, (2) calling the toll-free
number or (3) signing, dating and mailing the enclosed proxy.

Sincerely,
Cynthia Hoff Trochu

Senior Vice President, Secretary and General Counsel

Dallas, Texas
March 9, 2021
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PROXY STATEMENT - MARCH 9, 2021

EXECUTIVE OFFICES
12500 TI BOULEVARD, DALLAS, TX 75243
MAILING ADDRESS: P.O. BOX 660199, DALLAS, TX 75266-0199

Voting procedures, quorum and attendance requirements

TI’s board of directors requests your proxy for the annual meeting of stockholders on April 22, 2021. If you sign and return the
enclosed proxy, or vote by telephone or on the internet, you authorize the persons named in the proxy to represent you and

vote your shares for the purposes mentioned in the notice of annual meeting. This proxy statement and related proxy are being
distributed on or about March 9, 2021. If you attend the meeting, you can vote during the meeting. If you do not attend the
meeting, your shares can be voted only if you have returned a properly signed proxy or followed the telephone or internet
voting instructions, which can be found on the enclosed proxy. If you sign and return your proxy but do not give voting
instructions, the shares represented by that proxy will be voted as recommended by the board of directors. You can revoke your
authorization at any time before the shares are voted at the meeting.

A quorum of stockholders is necessary to hold a valid meeting. If at least a majority of the shares of TI common stock issued
and outstanding and entitled to vote are present in person or by proxy, a quorum will exist. Abstentions and broker non-votes
are counted as present for purposes of establishing a quorum. Broker non-votes occur when a beneficial owner who holds
company stock through a broker does not provide the broker with voting instructions as to any matter on which the broker is
not permitted to exercise its discretion and vote without specific instruction.

Shown below is a list of the matters to be considered at the meeting (each of which is discussed elsewhere in this proxy
statement), and the vote required for election or approval, as the case may be.
Matter

Required Vote for Election or Approval Impact of Abstentions or Broker Non-Votes

Abstentions have the same effect as votes
against. Broker non-votes are not counted as
votes for or against.

Election of directors. Majority of votes present in person
or by proxy at the meeting and
entitled to be cast in the election
with respect to a nominee must be

cast for that nominee.

Abstentions and broker non-votes have the
same effect as votes against.

Advisory vote to approve
named executive officer

Majority of votes present in person
or by proxy at the meeting must be

compensation.

Proposal to ratify appointment
of independent registered
public accounting firm.

Stockholder proposal to permit
shareholder action by written
consent.

Any other matter that may
properly be submitted at the
meeting.

cast for the proposal.

Majority of votes present in person
or by proxy at the meeting must be
cast for the proposal.

Majority of votes present in person
or by proxy at the meeting must be
cast for the proposal.

Majority of votes present in person
or by proxy at the meeting must be
cast for the proposal.

Abstentions have the same effect as votes
against. (Brokers are permitted to exercise
their discretion and vote without specific
instruction on this matter. Accordingly,
there are no broker non-votes.)

Abstentions and broker non-votes have the

same effect as votes against.

Abstentions and broker non-votes have the
same effect as votes against.
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Attendance and instructions for the virtual annual meeting
Attendance at the virtual meeting is limited to stockholders or their legal proxy holders.

Due the continuation of the Covid-19 pandemic, to safeguard the well-being of our stockholders, directors and
employees, we are once again holding a virtual annual meeting. To participate in the virtual meeting, visit
www.virtualshareholdermeeting.com/TXN2021 and enter the 16-digit control number included on your notice of internet
availability of the proxy materials, on your proxy or voting instruction card, or on the instructions that accompanied

your proxy materials. You may log in to the meeting platform beginning at 8:15 a.m. Central time on April 22, 2021.
The meeting will begin promptly at 8:30 a.m. Central time on April 22, 2021.

The virtual meeting platform is supported across browsers (Internet Explorer, Firefox, Chrome and Safari) and devices
(desktops, laptops, tablets and cell phones) running the most updated version of applicable software and plugins.

The meeting platform will provide an opportunity for shareholders to vote during the meeting and ask questions related to
the business of the meeting by submitting a question into the “Ask a Question” field. Questions related to the business of the
meeting will be answered during the meeting, subject to time constraints, and those that are not able to be answered during
the meeting will be answered on www.ti.com/ir after the meeting. Similar questions will be aggregated and answered
together either during or after the meeting. Questions regarding personal matters or matters not relevant to the business of
the meeting will not be answered. Details regarding attendance logistics, including the meeting rules of conduct and the
stockholder list, will be available on www.virtualshareholdermeeting.com/TXN2021 closer to the meeting date.

If you encounter any technical difficulties with the virtual meeting platform on the meeting day, please call 844-986-0822

(Toll Free) or 303-562-9302 (International Toll). Technical support will be available starting at 8:15 a.m. Central time
on April 22, 2021, and will remain available until thirty minutes after the meeting has finished.
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Election of directors

Directors are elected at the annual meeting to hold office until the next annual meeting and until their successors are elected
and qualified. The board of directors has designated the following persons as nominees: Mark A. Blinn, Todd M. Bluedorn,
Janet F. Clark, Carrie S. Cox, Martin S. Craighead, Jean M. Hobby, Michael D. Hsu, Ronald Kirk, Pamela H. Patsley,
Robert E. Sanchez and Richard K. Templeton.

If you return a proxy that is not otherwise marked, your shares will be voted FOR each of the nominees.
Director nominees, qualifications and experience

All of the nominees for directorship are directors of the company. If any nominee becomes unable to serve before the meeting,
the persons named as proxies may vote for a substitute or the number of directors will be reduced accordingly.

Summary

This table provides a summary view of the qualifications, experience and demographics of each director nominee as of the
proxy statement filing date.
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Qualifications and experience
Independence. ..........oevvereiereiieieeee e ° ° ° ° ° ° ° ° ° °
Multinational eXperience ..........cceeeereereeereeseeneereeeeene ° ° ° ° ° ° ° ° ° ° °
Executive leadership (public or private)..........ccccceeeeneenne. ° ° ° ° ° ° ° ° ° ° °
Technology, research and development........................... ° ° ° ° ° ° ° ° ° °
ManUfACtULING ...cvveveeiieieeie e ° ° ° ° ° °
End market knowledge..........ccevvevieiiiniiinienieiee e ° ° ° ° ° ° ° ° °
Regulatory, public policy or legal .........ccccevvervenrnnnnne. ° ° ° ° °
Other public board SEervice.........ccouvvvereerierieeieeierieenene ° ° ° ° ° ° °
Financial acumen..........c.ccoeeiiieienieniencncsececeeee ° ° ° ° ° ° °
° ° °

Auditing/acCoOUNtING ......cecveevereieriierieerieeee e ereesreerens

Demographic background
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* A = Asian; B = Black/African American; W = White; H = Hispanic/Latino

The board prefers a mix of background and experience among its members. The board does not follow any ratio or formula
to determine the appropriate mix. Rather, it uses its judgment to identify nominees whose backgrounds, attributes and
experiences, taken as a whole, will contribute to the high standards of board service at the company. The board actively seeks
women and minority candidates for the pool from which board candidates are chosen. Maintaining a balance of tenure among
the directors is also part of the board’s consideration. Longer-serving directors bring valuable experience with the company
and familiarity with the strategic and operational challenges it has faced over the years, while newer directors bring fresh
perspectives and ideas. To help maintain this balance, the company has a mandatory retirement policy, pursuant to which
directors cannot stand for election after reaching age 70. The effectiveness of the board’s approach to board composition
decisions is evidenced by the directors’ participation in the insightful and robust, yet respectful, deliberation that occurs at
board and committee meetings, and in shaping the agendas for those meetings.
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Nominee criteria

In evaluating prospective nominees and as stated in our corporate governance guidelines, the Governance and Stockholder
Relations (GSR) Committee considers the following criteria:

e Outstanding achievement in the individual’s personal career.
*  Relevant commercial expertise.

» International operations experience.

*  Financial acumen.

*  Government experience.

»  Standards of integrity and soundness of judgment.

*  Ability to make independent, analytical inquiries.

»  Ability to represent the total corporate interests of TI (a director will not be selected to, nor be expected to, represent
the interests of any particular group).

*  Board diversity (viewpoints, gender, ethnicity).

*  Willingness and ability to devote the time required to perform board activities adequately. Directors should not serve
on the boards of more than four other public companies.

Nominee assessment

As it considered director nominees for the 2021 annual meeting, the board kept in mind that the most important issues it
considers typically relate to the company’s strategic direction; succession planning for senior executive positions; the
company’s financial performance; the challenges of running a large, complex enterprise, including the management of its risks;
major acquisitions and divestitures; and significant research and development (R&D) and capital investment decisions. These
issues arise in the context of the company’s operations, which primarily involve the manufacture and sale of semiconductors all
over the world into industrial, automotive, personal electronics, communications equipment and enterprise systems markets.

As described below, each of our director nominees has achieved an extremely high level of success in his or her career, whether
at multibillion dollar, multinational corporate enterprises or significant governmental organizations. In these positions, each has
been directly involved in the challenges relating to setting the strategic direction and managing the financial performance,
personnel and processes of large, complex organizations. Each has had exposure to effective leaders and has developed the
ability to judge leadership qualities. Ten of the director nominees have experience in serving on the board of directors of at
least one other major corporation, and one has served in high political office, all of which provides additional relevant
experience on which each nominee can draw.

In concluding that each nominee should serve as a director, the board relied on the specific experiences and attributes listed
below and on the direct personal knowledge, born of previous service on the board, that each of the nominees brings insight to

board deliberations as well as a willingness to ask challenging questions.

All nominees for directorship are currently directors. The board believes its current size is within the desired range as stated in
the board’s corporate governance guidelines.
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Director nominees

Mark Blinn
Former chief executive officer of Flowserve Corporation

Career highlights

Mr. Blinn served in various positions at
Flowserve, including as chief executive
officer and president from 2009 to 2017
and chief financial officer from 2004 to
2009. Prior to Flowserve, Mr. Blinn held
senior finance positions at several
companies, including FedEx Kinko’s
Office and Print Services, Inc. and
Centex Corporation. As an attorney, he
represented financial institutions, foreign
corporations and insurance companies.

N
Vi

Todd Bluedorn
Chairman and chief executive officer of Lennox International Inc.

Career highlights

At Lennox, Mr. Bluedorn has served as
chief executive officer since 2007 and
chairman of the board since 2012. Prior
to Lennox, Mr. Bluedorn served in
several senior management positions

at United Technologies Corporation
since 1995, including leading Otis
Elevator — North & South America.

Janet Clark
Former chief financial officer of Marathon Oil Corporation

Career highlights

Ms. Clark was chief financial officer and
executive vice president of Marathon Oil
Corporation from 2007 to 2013 and
senior vice president and chief financial
officer from 2004 to 2007. Prior to
Marathon, she served as chief financial
officer of Nuevo Energy Company and
Santa Fe Snyder Corporation. Ms. Clark
has served as a director of Dell Inc. and
Exterran Holdings, Inc.

Key skills and experience

*  Management responsibility of a large, multinational
manufacturer operating in industrial markets

*  Responsibility for significant capital and R&D
investments

»  Keen appreciation for audit and financial control
matters

Other current public company directorships

*  Emerson Electric Corporation
*  Kraton Corporation
e Leggett & Platt Corporation

Other public company directorships in the last five years
*  Flowserve Corporation

Key skills and experience

*  Management responsibility of a large, multinational
manufacturer operating in industrial markets

»  Responsibility for significant capital and R&D
investments

Other current public company directorships

¢ Lennox International Inc.

Other public company directorships in the last five years
»  Eaton Corporation plc

Key skills and experience

e Keen appreciation for audit and financial control
matters

e Oversight of large multinational companies, including
one in the technology industry

Other current public company directorships

¢ EOG Resources, Inc.

Other public company directorships in the last five years

¢ Goldman Sachs BDC, Inc.
¢ Goldman Sachs Private Middle Market Credit LLC
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Carrie Cox

Former chairman and chief executive officer of Humacyte, Inc.

Martin Craighead

Former chairman and chief executive officer of Baker Hughes Inc.

Jean Hobby

Career highlights

Ms. Cox was the executive chair of
Humacyte, Inc. from 2018 to 2019,
where she was also chairman and chief
executive officer from 2010 to 2018.
Prior to Humacyte, Ms. Cox held
several senior management positions in
the medical industry, including leading
the global pharmaceuticals business at
Schering-Plough Corporation and

the global prescription business at
Pharmacia Corporation.

Career highlights

At Baker Hughes Inc., Mr. Craighead
served as chief executive officer from
2012 to 2017 and chairman of the board
from 2013 until the company merged
with GE in 2017. He then served as vice
chair of Baker Hughes, a GE company,
until 2019. Prior to leading the
company, Mr. Craighead held several
senior management roles at Baker
Hughes, including as chief operating
officer.

Retired partner, PricewaterhouseCoopers LLP

Career highlights

Ms. Hobby was global strategy officer
of PricewaterhouseCoopers from 2013
to 2015. Prior to that, she held several
senior management positions at the
firm, including as technology, media
and telecom sector leader and chief
financial officer.

Key skills and experience

*  Management responsibility of a large multinational
company operating in a regulated industry

* Responsibility for significant capital and R&D
investments

Other current public company directorships

e Cardinal Health, Inc.
e Selecta Biosciences, Inc.

Other public company directorships in the last five years

e Array BioPharma Inc.
e Celgene Corporation
¢ ElectroCore, Inc.

Key skills and experience

* Management responsibility of a large, multinational
company operating in industrial markets

*  Responsibility for significant capital and R&D
investments

Other current public company directorships

*  Emerson Electric Corporation
e PQ Corporation

Other public company directorships in the last five years

*  Baker Hughes, a GE company
e Baker Hughes Inc.

Key skills and experience

»  Extensive audit knowledge and keen appreciation for
audit, financial control and technology matters

*  Management responsibility at a large, multinational
company

e Strategic planning expertise

Other current public company directorships

* Hewlett Packard Enterprise Company
* Integer Holdings Corporation

Other public company directorships in the last five years
e CA, Inc.
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Michael Hsu

Chairman and chief executive officer of Kimberly-Clark Corporation

Career highlights

At Kimberly-Clark, Mr. Hsu has served
as chief executive officer since 2019
and chairman since 2020. Prior to those
roles, he was group president North
America from 2012 to 2017, then
president and chief operating officer
from 2017 to 2019. Mr. Hsu has also
held senior leadership positions at Kraft
Foods, Inc. and H.J. Heinz Company.

Ron Kirk
Senior of counsel, Gibson, Dunn & Crutcher LLP

Career highlights

Mr. Kirk has been senior of counsel at
Gibson, Dunn & Crutcher since 2013,
and co-chairs the international trade
practice group. He served as the U.S.
Trade Representative from 2009 to
2013, where he focused on the
development and enforcement of U.S.
intellectual property law. Mr. Kirk has
been a director of Brinker International,
Inc. and Dean Foods Company.

Pamela Patsley

Key skills and experience

*  Management responsibility at a large, multinational
manufacturer

*  Responsibility for significant capital and R&D
investment

Other current public company directorships

*  Kimberly-Clark Corporation

Other public company directorships in the last five years
*  None

Key skills and experience

*  Management responsibility of a large, complex
organization operating internationally

» Keen insight into issues bearing on global economic
activity and international trade policies

Other current public company directorships

*  Macquarie Infrastructure Corporation

Other public company directorships in the last five years
* None

Former chairman and chief executive officer of MoneyGram International, Inc.

Career highlights

At MoneyGram, Ms. Patsley was chair
and chief executive officer from 2009 to
2015, then executive chair until 2018.
Prior to that, she was senior executive
vice president at First Data Corporation
and chief executive officer of
Paymentech, Inc. She also served as
chief financial officer of First USA, Inc.
and began her career as an auditor.

Key skills and experience

* Management responsibility of a large, multinational
company

»  Keen appreciation for audit, financial control and
technology matters

Other current public company directorships

¢ ACI Worldwide, Inc.
e Hilton Grand Vacations Inc.
*  Keurig Dr. Pepper Inc.

Other public company directorships in the last five years
*  MoneyGram International, Inc.
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Robert Sanchez

Chairman and chief executive officer of Ryder System, Inc.

)

Career highlights

Mr. Sanchez has been chairman and
executive officer of Ryder since 2013.
During his career at Ryder, Mr. Sanchez
has served as president, chief operating

Key skills and experience

*  Management responsibility of a large, multinational
transportation and logistics company

»  Responsibility for significant capital investments

»  Keen appreciation for technology matters

officer, chief information officer and
chief financial officer. He has also had Other current public company directorships
a broad range of leadership roles in «  Ryder System, Inc.

Ryder’s business segments, including
as president of its Global Fleet
Management Solutions business.

Other public company directorships in the last five years
* None

Rich Templeton
Chairman and chief executive officer of Texas Instruments Incorporated

Career highlights Key skills and experience

Mr. Templeton is a 40-year veteran of *  Deep knowledge of all aspects of the company and
the semiconductor industry, serving the semiconductor industry

the last 26 years at a senior level at the *  Management responsibility of the company
company. He has been the company’s »  Responsibility for significant capital and R&D

chairman since 2008, and chief investments
executive officer and president from

2004 to June 2018 and July 2018 to Other current public company directorships
present. e None

Other public company directorships in the last five years
* None

Director nomination process

The board is responsible for approving nominees for election as directors. To assist in this task, the board has designated a
standing committee, the GSR Committee, that is responsible for reviewing and recommending nominees to the board. The GSR
Committee is comprised solely of independent directors as defined by the rules of the Nasdaq Stock Market (Nasdaq) and the
board’s corporate governance guidelines. Our board of directors has adopted a written charter for the GSR Committee. It can be
found on our website at www.ti.com/corporategovernance.

It is a long-standing policy of the board to consider prospective board nominees recommended by stockholders. A stockholder
who wishes to recommend a prospective board nominee for the GSR Committee’s consideration can write to the Secretary of
the GSR Committee, Texas Instruments Incorporated, P.O. Box 655936, MS 8658, Dallas, TX 75265-5936. The GSR
Committee will evaluate the stockholder’s prospective board nominee in the same manner as it evaluates other nominees.

Under the company’s by-laws, a stockholder, or a group of up to 20 stockholders, owning at least 3% of the company’s
outstanding common stock continuously for at least three years, may nominate and include in the company’s proxy materials
director nominees constituting up to the greater of two individuals or 20% of the board of directors, provided that the
stockholder(s) and the nominee(s) satisfy the requirements specified in the by-laws, which can be found on our website at
WWwWw.ti.com/corporategovernance.

The company’s by-laws also allow stockholders to nominate directors without involving the GSR Committee or including the
nominee in the company’s proxy materials. To do so, stockholders must comply with the requirements set forth in the by-laws.

Communications with the board

Stockholders and others who wish to communicate with the board, a board committee or an individual director may write to
them at: P.O. Box 655936, MS 8658, Dallas, TX 75265-5936. All communications addressed to the board, a board committee
or an individual director that are sent to this address will be shared with the addressee.
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Corporate governance

The board has a long-standing commitment to responsible and effective corporate governance. We annually conduct extensive
governance reviews and engage in investor outreach specific to governance, executive compensation and environmental and
social matters. The board’s corporate governance guidelines (which include the director independence standards), the charters
of each of the board’s committees, TI’s Living our Values: TI’s ambitions, values and code of conduct, our code of ethics for
our CEO and senior financial officers and our by-laws are available on our website at www.ti.com/corporategovernance.
Stockholders may request copies of these documents free of charge by writing to Texas Instruments Incorporated, P.O. Box
660199, MS 8657, Dallas, TX 75266-0199, Attn: Investor Relations.

Annual meeting attendance

It is a policy of the board to encourage directors to attend each annual meeting of stockholders. Attendance allows for direct
interaction between stockholders and board members. In 2020, all directors attended TI’s annual meeting of stockholders.

Director independence

The board has determined that each of our directors is independent except for Mr. Templeton. In connection with this
determination, information was reviewed regarding directors’ business and charitable affiliations, directors’ immediate family
members and their employers, and any transactions or arrangements between the company and such persons or entities. The
board has adopted the following standards for determining independence.

A. Inno event will a director be considered independent if:
1. He or she is a current partner of or is employed by the company’s independent auditors;

2. A family member of the director is (a) a current partner of the company’s independent auditors or (b) currently
employed by the company’s independent auditors and personally works on the company’s audit;

3. Within the current or preceding three fiscal years he or she was, and remains at the time of the determination, a
partner in or a controlling shareholder, an executive officer or an employee of an organization that in the current
year or any of the past three fiscal years (a) made payments to, or received payments from, the company for
property or services, (b) extended loans to or received loans from, the company, or (c) received charitable
contributions from the company, in an amount or amounts which, in the aggregate in such fiscal year, exceeded
the greater of $200,000 or 2% of the recipient’s consolidated gross revenues for that year (for purposes of this
standard, “payments” excludes payments arising solely from investments in the company’s securities and
payments under non-discretionary charitable contribution matching programs); or

4. Within the current or preceding three fiscal years a family member of the director was, and remains at the time of
the determination, a partner in or a controlling shareholder or an executive officer of an organization that in the
current year or any of the past three fiscal years (a) made payments to, or received payments from, the company
for property or services, (b) extended loans to or received loans from the company, or (c) received charitable
contributions from the company, in an amount or amounts which, in the aggregate in such fiscal year, exceeded
the greater of $200,000 or 2% of the recipient’s consolidated gross revenues for that year (for purposes of this
standard, “payments” excludes payments arising solely from investments in the company’s securities and
payments under non-discretionary charitable contribution matching programs).

B. Inno event will a director be considered independent if, within the preceding three years:

1. He or she was employed by the company (except in the capacity of interim chairman of the board, chief executive
officer or other executive officer, provided the interim employment did not last longer than one year);

2. He or she received more than $120,000 during any twelve-month period in compensation from the company
(other than (a) compensation for board or board committee service, (b) compensation received for former service
lasting no longer than one year as an interim chairman of the board, chief executive officer or other executive
officer and (c) benefits under a tax-qualified retirement plan, or non-discretionary compensation);

3. A family member of the director was employed as an executive officer by the company;

A family member of the director received more than $120,000 during any twelve-month period in compensation
from the company (excluding compensation as a non-executive officer employee of the company);

5. He or she was (but is no longer) a partner or employee of the company’s independent auditors and worked on the
company’s audit within that time;

6. A family member of the director was (but is no longer) a partner or employee of the company’s independent
auditors and worked on the company’s audit within that time;
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7. He or she was an executive officer of another entity at which any of the company’s current executive officers at
any time during the past three years served on that entity’s compensation committee; or

8. A family member of the director was an executive officer of another entity at which any of the company’s current
executive officers at any time during the past three years served on that entity’s compensation committee.

C. No member of the Audit Committee may accept directly or indirectly any consulting, advisory or other compensatory
fee from the company, other than in his or her capacity as a member of the board or any board committee.
Compensatory fees do not include the receipt of fixed amounts of compensation under a retirement plan (including
deferred compensation) for prior service with the company (provided that such compensation is not contingent in any
way on continued service). In addition, no member of the Audit Committee may be an affiliated person of the
company except in his or her capacity as a director.

D. With respect to service on the Compensation Committee, the board will consider all factors that it deems relevant to
determining whether a director has a relationship to the company that is material to that director’s ability to be

independent from management in connection with the duties of a Compensation Committee member, including but not

limited to:

1. The source of compensation of the director, including any consulting, advisory or compensatory fee paid by the
company to the director; and

2. Whether the director is affiliated with the company, a subsidiary of the company or an affiliate of a subsidiary of
the company.

E. For any other relationship, the determination of whether it would interfere with the director’s exercise of independent
judgment in carrying out his or her responsibilities, and consequently whether the director involved is independent,
will be made by directors who satisfy the independence criteria set forth in this section.

For purposes of these independence determinations, “company” and “family member” will have the same meaning as under
Nasdaq rules.

Board organization

Board and committee meetings

During 2020, the board held eight meetings. The board has three standing committees described below. The standing
committees of the board collectively held 19 meetings in 2020. Each director attended at least 90% of the board and relevant
committee meetings combined. Overall attendance at board and committee meetings was approximately 99%.

Director

Governance and
Stockholder
Compensation Relations
Committee Committee

M. A. Blinn

T. M. Bluedorn
J. F. Clark

C. S. Cox

M. S. Craighead
J. M. Hobby

M. D. Hsu

R. Kirk *

P. H. Patsley

R. E. Sanchez
R. K. Templeton

*  Lead director

Chair
Chair
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Committees of the board

Audit Committee

The Audit Committee is a separately designated standing committee established in accordance with Section 3(a)(58)(A) of the
Securities Exchange Act of 1934, as amended. All members of the Audit Committee are independent under Nasdaq rules and
the board’s corporate governance guidelines. From April 25, 2019, to April 22, 2020, the committee members were Mr. Blinn
(chair), Mr. Bluedorn and Ms. Hobby, with Mr. Hsu joining the committee on April 1, 2020. Since April 23, 2020, the
committee members have been Mr. Blinn (chair), Ms. Clark, Ms. Hobby and Mr. Hsu.

The Audit Committee is generally responsible for:

e Reviewing:
o The annual report of TI’s independent registered public accounting firm related to quality control.

o TI’s annual and quarterly reports to the SEC, including the financial statements and the “Management’s
Discussion and Analysis” portion of those reports, and recommending appropriate action to the board.

TI’s audit plans.

Before issuance TI’s news releases regarding annual and interim financial results and discussing with
management any related earnings guidance that may be provided to analysts and rating agencies.

Relationships between the independent registered public accounting firm and TI.

The adequacy of TI’s internal accounting controls and other factors affecting the integrity of TI’s financial
reports, and discussing with management and with the independent registered public accounting firm.

TI’s risk assessment and risk management policies.

TI’s compliance and ethics program.

o A report of compliance of management and operating personnel with TI’s code of conduct, including TI’s
conflict of interest policy.

o TI’s non-employee-related insurance programs.

o Changes, if any, in major accounting policies of the company.

o Trends in accounting policy changes that are relevant to the company.

o The company’s policy regarding investments and financial derivative products.

e Discussing TI’s audited financial statements with management and the independent registered public accounting
firm, including a discussion with the firm regarding the matters required to be reviewed under applicable legal or
regulatory requirements.

e  Creating and periodically reviewing TI’s whistleblower policy.

e  Appointing, compensating, retaining and overseeing TI’s independent registered public accounting firm.

The board has determined that all members of the Audit Committee are financially sophisticated, as the board has interpreted
such qualifications in its business judgment. In addition, the board has designated Mr. Blinn as the audit committee financial
expert as defined in the Securities Exchange Act of 1934, as amended.

The Audit Committee met seven times in 2020. The Audit Committee holds regularly scheduled meetings and reports its
activities to the board. The committee also continued its long-standing practice of meeting directly with our internal audit staff

to discuss the audit plan and to allow for direct interaction between Audit Committee members and our internal auditors. See
page 44 for a report of the committee.

Compensation Committee

All members of the Compensation Committee are independent. Since April 25, 2019, the committee members have been
Ms. Patsley (chair), Ms. Cox and Mr. Craighead. The committee is responsible for:

e Reviewing the performance of the CEO and determining his compensation.

e Setting the compensation of the company’s other executive officers.
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e  Overseeing administration of employee benefit plans.
e Making recommendations to the board regarding:

o Institution and termination of, revisions in and actions under employee benefit plans that (i) increase benefits
only for officers of the company or disproportionately increase benefits for officers of the company more
than other employees of the company, (ii) require or permit the issuance of the company’s stock or
(iii) require board approval.

o Reservation of company stock for use as awards of grants under plans or as contributions or sales to any
trustee of any employee benefit plan.

e Taking action as appropriate regarding the institution and termination of, revisions in and actions under employee
benefit plans that are not required to be approved by the board.

e Appointing, setting the compensation of, overseeing and considering the independence of any compensation
consultant or other advisor.

The Compensation Committee met five times in 2020. The Compensation Committee holds regularly scheduled meetings,
reports its activities to the board, and consults with the board before setting annual executive compensation. See page 31 for a
report of the committee.

In performing its functions, the committee is supported by the company’s Human Resources organization. The committee has
the authority to retain any advisors it deems appropriate to carry out its responsibilities. The committee retained Pearl Meyer &
Partners as its compensation consultant for the 2020 compensation cycle. The committee instructed the consultant to advise it
directly on executive compensation philosophy, strategies, pay levels, decision-making processes and other matters within the
scope of the committee’s charter. Additionally, the committee instructed the consultant to assist the company’s Human
Resources organization in its support of the committee in these matters with such items as peer-group assessment, analysis

of the executive compensation market and compensation recommendations.

The Compensation Committee considers it important that its compensation consultant’s objectivity not be compromised by
other engagements with the company or its management. In support of this belief, the committee has a policy on compensation
consultants, a copy of which may be found on www.ti.com/corporategovernance. During 2020, the committee determined that
its compensation consultant was independent of the company and had no conflict of interest.

The Compensation Committee considers executive compensation in a multistep process that involves the review of market
information, performance data and possible compensation levels over several meetings leading to the annual determinations in
January. Before setting executive compensation, the committee reviews the total compensation and benefits of the executive
officers and considers the impact that their retirement, or termination under various other scenarios, would have on their
compensation and benefits.

The CEO and the senior vice president responsible for Human Resources, who is an executive officer, are regularly invited to
attend meetings of the committee. The CEO is excused from the meeting during any deliberations or vote on his compensation.
No executive officer determines his or her own compensation or the compensation of any other executive officer. As members
of the board, the members of the committee receive information concerning the performance of the company during the year
and interact with our management. The CEO gives the committee and the board an assessment of his own performance

during the year just ended. He also reviews the performance of the other executive officers with the committee and makes
recommendations regarding their compensation. The senior vice president responsible for Human Resources assists in the
preparation of and reviews the compensation recommendations made to the committee other than for her compensation.

The Compensation Committee’s charter provides that it may delegate its power, authority and rights with respect to TI’s
long-term incentive plans, employee stock purchase plan and employee benefit plans to (i) one or more committees of the
board established or delegated authority for that purpose; or (ii) employees or committees of employees except that no such
delegation may be made with respect to compensation of the company’s executive officers.

Pursuant to that authority, the Compensation Committee has delegated to a special committee established by the board the
authority to, among other things, grant a limited number of stock options and restricted stock units (RSUs) under the company’s
long-term incentive plans. The sole member of the special committee is Mr. Templeton. The special committee has no authority
to grant, amend or terminate any form of compensation for TI’s executive officers. The Compensation Committee reviews all
activity of the special committee.
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Governance and Stockholder Relations Committee

All members of the GSR Committee are independent. From April 25, 2019, to April 22, 2020, the committee members were
Mr. Kirk (chair), Ms. Clark and Mr. Sanchez. Since April 23, 2020, the committee members have been Mr. Kirk (chair),
Mr. Bluedorn and Mr. Sanchez. The GSR Committee is generally responsible for:

e  Making recommendations to the board regarding:

The development and revision of our corporate governance principles.
The size, composition and functioning of the board and board committees.
Candidates to fill board positions.

Nominees to be designated for election as directors.

Compensation of board members.

Organization and responsibilities of board committees.

Succession planning by the company.

Issues of potential conflicts of interest involving a board member raised under TI’s conflict of interest policy.
Election of executive officers of the company.

Topics affecting the relationship between the company and stockholders.
Public issues likely to affect the company.

O 0O 0O 0 0O 0o o 0 O O O o

Responses to proposals submitted by stockholders.

e Reviewing:
o Contribution policies of the company and the TI Foundation.
o Scope of activities of the company’s political action committee.
o Revisions to TI’s code of conduct.

e FElecting officers of the company other than the executive officers.

e Overseeing an annual evaluation of the board and the committee.

The GSR Committee met seven times in 2020. The GSR Committee holds regularly scheduled meetings and reports its
activities to the board. See “Director nomination process” for a discussion of stockholder nominations and recommendations
and “Communications with the board” for details on how to contact the board.

Board evaluation process

The board recognizes that a robust and constructive evaluation process is an essential part of good corporate governance and
board effectiveness. The board and committee annual evaluation processes are designed to assess board and committee
effectiveness, as well as individual director performance and contribution levels. The results of the evaluations are part of the
GSR Committee’s and the board’s consideration in connection with their review of director nominees to ensure the board
continues to operate effectively.

Annually, each of our directors completes comprehensive board and committee questionnaires. Each committee oversees its
own evaluation process, and the GSR Committee also oversees the board evaluation process. The questionnaires, and ongoing
feedback from individual directors, facilitate a candid assessment of (i) the board and committees’ oversight of risk, strategy
and operations; (ii) the board’s culture, leadership structure and mix of director skills, qualifications and experiences; and

(iii) board and committee meeting mechanics. Our directors are willing to have honest and difficult conversations as needed
during the evaluation and nomination process.

Board leadership structure

The board’s current leadership structure combines the positions of chairman and CEO and includes a lead director who presides
at executive sessions and performs the duties listed below. The board believes that this structure, combined with its other
practices (such as (a) including on each board agenda an opportunity for the independent directors to comment on and influence
the proposed strategic agenda for future meetings and (b) holding an executive session of the independent directors at each
board meeting), allows it to maintain the active engagement of independent directors and appropriate oversight of management.
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The lead director is elected by the independent directors annually. The independent directors have elected Mr. Kirk to serve as
lead director. The duties of the lead director are to:

e Preside at all meetings of the board at which the chairman is not present, including executive sessions of the
independent directors;

e Serve as liaison between the chairman and the independent directors;

e Approve information sent to the board;

e  Approve meeting agendas for the board;

e Approve meeting schedules to assure that there is sufficient time for discussion of all agenda items; and

e Ifrequested by major shareholders, ensure that he or she is available for consultation and direct communication.
In addition, the lead director has authority to call meetings of the independent directors.

The board, led by its GSR Committee, regularly reviews the board’s leadership structure. The board’s consideration is guided
by two questions: would stockholders be better served and would the board be more effective with a different structure. The
board’s views are informed by a review of the practices of other companies and insight into the preferences of top stockholders,
as gathered from face-to-face dialogue and review of published guidelines. The board also considers how board roles and
interactions would change if its leadership structure changed. The board’s goal is for each director to have an equal stake in

the board’s actions and equal accountability to the corporation and its stockholders.

The board continues to believe that there is no uniform solution for a board leadership structure. Indeed, the company has had
varying board leadership models over its history, at times separating the positions of chairman and CEO and at times
combining the two, and now utilizing a lead director.

Risk oversight by the board

It is management’s responsibility to assess and manage the various risks TI faces. It is the board’s responsibility to oversee
management in this effort. In exercising its oversight, the board has allocated some areas of focus to its committees and has
retained areas of focus for itself, as more fully described below.

Management generally views the risks TI faces as falling into the following categories: strategic, operational, financial and
compliance. The board as a whole has oversight responsibility for the company’s strategic and operational risks (e.g., major
initiatives, competitive markets and products, sales and marketing, R&D and cybersecurity). Throughout the year the CEO
discusses these risks with the board. Additionally, at least once each year, the company’s chief information officer provides
information on the cybersecurity risks and the company’s approach to protecting the company’s data and systems infrastructure
with the board. In the event of a material cybersecurity event, management would notify the board and, in compliance with our
procedures, determine the timing and extent of the response and public disclosure, and whether any future vulnerabilities

are expected.

TI’s Audit Committee has oversight responsibility for financial risk (such as accounting, finance, internal controls and tax
strategy). Oversight responsibility for compliance risk is shared by the board committees. For example, the Audit Committee
oversees compliance with the company’s code of conduct and finance- and accounting-related laws and policies, as well as the
company’s compliance program itself; the Compensation Committee oversees compliance with the company’s executive
compensation plans and related laws and policies; and the GSR Committee oversees compliance with governance-related laws
and policies, including the company’s corporate governance guidelines.

The Audit Committee oversees the company’s approach to risk management as a whole. The company’s CFO reviews the
company’s risk management process with the Audit Committee at least annually. In addition, the company’s chief information
officer reviews the company’s information technology systems with the Audit Committee periodically and includes a
discussion of key cybersecurity risks as appropriate.

The board’s leadership structure is consistent with the board and committees’ roles in risk oversight. As discussed above, the
board has found that its current structure and practices are effective in fully engaging the independent directors. Allocating
various aspects of risk oversight among the committees provides for similar engagement. Having the chairman and CEO review
strategic and operational risks with the board ensures that the director most knowledgeable about the company, the industry in
which it operates and the competition and other challenges it faces shares those insights with the board, providing for a
thorough and efficient process.
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Board oversight of environmental, social, and governance (ESG) matters

Management implements ESG-related policies and practices under the board’s oversight, including by (1) establishing broad
policies for guidance of the organization, such as those contained in the document Living our Values: TI’s ambitions, values
and code of conduct, which was approved by the board; (2) implementing those policies by delegation of authority and
assigning responsibility to board committees, the Chief Executive Officer, and other officers or employees as appropriate; and
(3) monitoring and evaluating performance to assure that the stated policies are being followed.

Where ESG-related issues may have significance for TI, these matters are reviewed in the relevant committee. We believe this
approach ensures that ESG issues are overseen by the Committee with the appropriate focus. For example, climate-related
issues are reviewed with the Audit Committee by the worldwide environmental, safety and health director. The GSR
Committee also oversees ESG matters in connection with its responsibility to review public issues of interest to company
stakeholders. Management also provides updates to the GSR Committee at least annually on shareholder policies and proposals
regarding ESG matters that are relevant to the company.

Director compensation

The GSR Committee has responsibility for reviewing and making recommendations to the board on compensation for non-
employee directors, with the board making the final determination. The committee has no authority to delegate its responsibility
regarding director compensation. In carrying out this responsibility, it is supported by TI’s Human Resources organization. The
CEO, the senior vice president responsible for Human Resources and the Secretary review the recommendations made to the
committee. The CEO also votes, as a member of the board, on the compensation of non-employee directors.

The compensation arrangements in 2020 for the non-employee directors were:

e Annual retainer of $110,000 for board and committee service.
e Additional annual retainer of $35,000 for service as the lead director.

e  Additional annual retainer of $30,000 for service as chair of the Audit Committee; $20,000 for service as chair of the
Compensation Committee; and $20,000 for service as chair of the GSR Committee.

e Annual grant of a 10-year option to purchase TI common stock pursuant to the terms of the Texas Instruments 2018
Director Compensation Plan (Director Plan), which was approved by stockholders in April 2018. The grant date value
is approximately $100,000, determined using a Black-Scholes option-pricing model (subject to the board’s ability to
adjust the grant downward). These non-qualified options become exercisable in four equal annual installments
beginning on the first anniversary of the grant and also will become fully exercisable in the event of termination of
service following a change in control (as defined in the Director Plan) of TI. If a director’s service terminates due to
death, disability or ineligibility to stand for re-election under the company’s by-laws, or after the director has
completed eight years of service, then all outstanding options held by the director shall continue to become exercisable
in accordance with their terms. If a director’s service terminates for any other reason, all outstanding options held by
the director shall be exercisable for 30 days after the date of termination, but only to the extent such options were
exercisable on the date of termination.

e  Annual grant of restricted stock units pursuant to the Director Plan with a grant date value of $100,000 (subject to the
board’s ability to adjust the grant downward). The restricted stock units vest on the fourth anniversary of their date of
grant and upon a change in control as defined in the Director Plan. If a director is not a member of the board on the
fourth anniversary of the grant, restricted stock units will nonetheless settle (i.e., the shares will issue) on such
anniversary date if the director has completed eight years of service prior to termination or the director’s termination
was due to death, disability or ineligibility to stand for re-election under the company’s by-laws. The director may
defer settlement of the restricted stock units at his or her election. Upon settlement, the director will receive one share
of TI common stock for each restricted stock unit. Dividend equivalents are paid on the restricted stock units at the
same rate as dividends on TI common stock. The director may defer receipt of dividend equivalents.

e $1,000 per day compensation for other activities designated by the chairman.

e A one-time grant of restricted stock units with a grant-date value of approximately $200,000 upon a director’s initial
election to the board.
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The board has determined that annual grants of equity compensation to non-employee directors will be timed to occur in
January when grants are made to our U.S. employees in connection with the annual compensation review process. See “Process
for equity grants” for a discussion regarding the timing of equity compensation grants.

It is against TI policy for any employee, including an executive officer, or director to engage in trading in “puts” (options to sell
at a fixed price), “calls” (similar options to buy) or other options or hedging techniques on TI stock specifically designed to
limit losses on TI stock or equity compensation held by the employee or director. It is also against TI policy for directors and
executive officers to pledge TI stock.

Directors are not paid a fee for meeting attendance, but we reimburse non-employee directors for their travel, lodging and
related expenses incurred in connection with attending board, committee and stockholders meetings and other designated
events. In addition, non-employee directors may travel on company aircraft to and from these meetings and other designated
events.

Under the Director Plan, some directors have chosen to defer all or part of their cash compensation. These deferred amounts are
credited to either a cash account or stock unit account. Cash accounts earn interest from TI at a rate currently based on Moody’s
Seasoned Aaa Corporate Bonds. For 2020, that rate was 3.01%. Stock unit accounts fluctuate in value with the underlying
shares of TI common stock, which will be issued after the deferral period. Dividend equivalents are paid on these stock units.
Directors may also defer settlement of the restricted stock units they receive.

We have arrangements with certain customers whereby our employees may purchase consumer products containing TI
components at discounted pricing. In addition, the TI Foundation has a matching gift program. In both cases, directors are
entitled to participate on the same terms and conditions available to employees.

Non-employee directors are not eligible to participate in any TI-sponsored pension plan.

2020 director compensation

The following table shows the compensation of all persons who were non-employee members of the board during 2020 for
services in all capacities to TI in 2020.

Change in
Pension
Value and
Non-Equity Non-qualified
Fees Earned Stock Option Incentive Plan Deferred All Other
or Paid in Awards Awards Compensation Compensation Compensation

Name Cash (8) (2) % Q3) ($) 4) (6] Earnings (5) %) (6) Total ($)
M. A. Blinn......... $ 140,000 $ 99,978 $ 100,000 — — $ 40 $ 340,018
T. M. Bluedorn... $ 110,000 $ 99,978 $ 100,000 — — $ 40 $310,018
J.F.Clark ........... $ 110,000 $ 99,978 $ 100,000 — — $ 30,040 $ 340,018
C.S.COX e, $ 110,000 $ 99,978 $ 100,000 — $ 2,608 $ 25,040 $ 337,626
M. S. Craighead.. $ 110,000 $ 99,978 $ 100,000 — — $ 27,540 $337,518
J. M. Hobby........ $ 110,000 $ 99,978 $ 100,000 — — $ 12,540 $322,518
M.D.Hsu(1)..... $ 82,500 $ 199,981 — — — $ 40 $ 282,521
R. Kirk................ $ 153,333 $ 99,978 $ 100,000 — — $ 25,040 $ 378,351
P. H. Patsley ....... $ 141,667 $ 99,978 $ 100,000 — — $ 30,040 $ 371,685
R. E. Sanchez...... $ 110,000 $ 99,978 $ 100,000 — — $ 30,040 $ 340,018

(1)  Mr. Hsu was elected to the board effective April 1, 2020.
(2)  Includes amounts deferred at the director’s election.

(3)  Shown is the aggregate grant date fair value of restricted stock units granted in 2020 calculated in accordance with
Financial Accounting Standards Board Accounting Standards Codification™ Topic 718, Compensation-Stock
Compensation (ASC 718). The assumptions used for purposes of calculating the grant date fair value are described in
Note 3 to the financial statements contained in Item 8 (“Note 3 to the 2020 financial statements™) in TI’s annual report
on Form 10-K for the year ended December 31, 2020. Each restricted stock unit represents the right to receive one share
of TI common stock. For restricted stock units granted prior to 2007, shares are issued at the time of mandatory
retirement from the board (age 70) or upon the earlier of termination of service from the board after completing eight
years of service or death or disability. For information regarding share issuances under restricted stock units granted
after 2006, see the discussion on page 35.
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The table below shows the aggregate number of shares underlying outstanding restricted stock units held by the named

individuals as of December 31, 2020.
Restricted Stock Units

Name (in Shares)
ML AL BIINN oottt et ettt e be e e 11,901
T ML BIUCAOIN. ...t ee e et eeeeneeeeeenteeesetaeeeeennes 4,630
R IR O F: 1 PR PRSP 7,780
(O T 0> S USROS PPRRUUUPPRROY 30,926
M. S, Crai@hiead .....c..oevieiieie ettt sneenneenes 3,723
LY IR = () o] o) 2RSS 3,891
1A B B 2R = 1 TSRS 2,064
| G 1 SRS 3,891
P H. PatSleY ..ottt ettt et nee e 5,891
RuE. SANCREZ ...ttt 7,633

(4) Shown is the aggregate grant date fair value of options granted in 2020 calculated in accordance with ASC 718. The
discussion of the assumptions used for purposes of calculating the grant date fair value appears in Note 3 to the 2020
financial statements. The terms of these options are as set forth on page 35. The table below shows the aggregate number
of shares underlying outstanding stock options held by the named individuals as of December 31, 2020.

Name Options (in Shares)
ML AL BN oottt ettt 10,980
T ML BIUCAOIN. ...t e et e e e e e e enteeesetaeeeeennes 12,749
JoU B CIATK ettt ettt ettt e te e et eaeas 28,804
(O T 0> S PP SRUPUP PO PPRURPPPRRIOY 28,804
1Y B T O 2 s 1< o PSS 8,443
LY IR = () o] o) 2RSS 18,814
1A B B 2R = 1 USRS —
RuKITK oo 51,642
P H. PatSleY ..ttt ettt nne e 66,391
S Y 11 1e] 1 1</ SRR 51,642

(5)  SEC rules require the disclosure of earnings on deferred compensation to the extent that the interest rate exceeds a
specified rate (Federal Rate), which is 120 percent of the applicable federal long-term interest rate with compounding.
Under the terms of the Director Plan, deferred compensation cash amounts earn interest at a rate based on Moody’s
Seasoned Aaa Corporate Bonds. For 2020, this interest rate exceeded the Federal Rate by 0.38 percentage points. Shown
is the amount of interest earned on the directors’ deferred compensation accounts that was in excess of the Federal Rate.

(6)  Consists of (a) the annual cost ($40 per director) of premiums for travel and accident insurance policies and
(b) contributions under the TI Foundation matching gift program of $30,000 for Ms. Clark, $25,000 for Ms. Cox,
$27,500 for Mr. Craighead, $12,500 for Ms. Hobby, $25,000 for Mr. Kirk, $30,000 for Ms. Patsley, and $30,000 for
Mr. Sanchez.

Executive compensation

We are providing shareholders the opportunity to cast advisory votes on named executive officer compensation as required by
Section 14A of the Securities Exchange Act.

Proposal regarding advisory approval of the company’s executive compensation

The “named executive officers” are the chief executive officer, the chief financial officer and the four other most highly
compensated executive officers, as named in the compensation tables on pages 32-43.

We ask shareholders to approve the following resolution:
RESOLVED, that the compensation paid to the company’s named executive officers, as disclosed in this proxy statement
pursuant to the Securities and Exchange Commission’s compensation disclosure rules, including the Compensation

Discussion and Analysis, compensation tables and narrative discussion on pages 20-43 of this proxy statement, is hereby
approved.
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We encourage shareholders to review the Compensation Discussion and Analysis section of the proxy statement, which
follows. It discusses our executive compensation policies and programs and explains the compensation decisions relating to the
named executive officers for 2020. We believe that the policies and programs serve the interests of our shareholders and that
the compensation received by the named executive officers is commensurate with the performance and strategic position of
the company.

Although the outcome of this annual vote is not binding on the company or the board, the Compensation Committee of the
board will consider it when setting future compensation for the executive officers.

The board of directors recommends a vote FOR the annual resolution approving the named executive officer
compensation for 2020, as disclosed in this proxy statement.

Compensation discussion and analysis
This section describes TI’s compensation program for executive officers. It will provide insight into the following:

e  The elements of the 2020 compensation program, why we selected them and how they relate to one another; and
e How we determined the amount of compensation for 2020.

The executive officers of TI have the broadest job responsibilities and policy-making authority in the company. We hold
them accountable for the company’s performance and for maintaining a culture of strong ethics and compliance. Details of
compensation for our CEO, our CFO and the four other highest paid individuals who were executive officers in 2020
(collectively called the “named executive officers”) can be found in the tables following the Compensation Committee report.

Executive summary

e TI’s compensation program is structured to pay for performance and deliver rewards that encourage
executives to think and act in both the short- and long-term interests of our shareholders. The majority of total
compensation for our executives each year comes in the form of variable cash and equity compensation.
Variable cash is tied to the short-term performance of the company, and the value of equity is tied to the long-
term performance of the company. We believe our compensation program holds our executive officers
accountable for the financial and competitive performance of TI.

e 2020 compensation decisions for the CEO:

o Base salary was increased by 3.1 percent over 2019.
o The grant date fair value of equity compensation awarded in 2020 was unchanged from 2019.

o The bonus decision was based primarily on the following performance results in 2020:

2020 Absolute Performance | 2020 Relative Performance "
Revenue growth: Total TI 0.5% Below median
Profit from Operations as a % of Revenue (PFO%) 40.8% Above median
Total Shareholder Return (TSR) 31.7% Below median

Year-on-Year Change in CEO Bonus

o
(2020 bonus compared with 2019) 5% change

Relative to semiconductor competitors as outlined under “Comparator group;” includes estimates and projections
of certain competitors’ financial results. See “Analysis of compensation determinations — Bonus — Assessment of
2020 performance” for details of the Compensation Committee’s assessment of TI’s performance. (It is important
to note that the median growth rate of competitor companies includes the benefit of acquisitions, whereas TI’s
growth rate is entirely organic.)
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e  Our executive compensation program is designed to encourage executive officers to pursue strategies that serve the
interests of the company and shareholders, and not to promote excessive risk-taking by our executives. It is built on a
foundation of sound corporate governance and includes:

o Executive officers do not have employment contracts and are not guaranteed salary increases, bonus amounts or
awards of equity compensation.

o  We have never repriced stock options. We do not grant reload options. We grant equity compensation with
double-trigger change-in-control terms, which accelerate the vesting of grants only if the grantee has been
terminated involuntarily within a limited time after a change in control of the company.

Bonus and equity compensation awards are subject to claw back as described under “Recoupment policy” below.
We do not provide excessive perquisites. We provide no tax gross-ups for perquisites.
We do not guarantee a return or provide above-market returns on compensation that has been deferred.

O O O O

Pension benefits are calculated on salary and bonus only; the proceeds earned on equity or other performance
awards are not part of the pension calculation.

Detailed discussion

Compensation philosophy and elements

For years, we have run our business and invested in our people and communities with three overarching ambitions in mind.
First, we will act like owners who will own the company for decades. Second, we will adapt and succeed in a world that is ever
changing. And third, we will be a company that we are personally proud to be a part of and that we would want as our
neighbor. When we are successful in achieving these ambitions, our employees, customers, communities and shareholders all
win. Central to our ambitions, which are the foundation of our approach to environmental, social, and governance (ESG) and
sustainability, is a belief that in order for all stakeholders to benefit, the company must grow stronger over the long term. Our
compensation program is structured with these ambitions in mind.

The Compensation Committee of TI’s board of directors is responsible for setting the compensation of all TI executive officers.
The committee consults with the other independent directors and its compensation consultant, Pearl Meyer & Partners, before
setting annual compensation for the executives. The committee chair regularly reports on committee actions at board meetings.

In assessing performance and compensation decisions, the committee does not use formulas, thresholds or multiples. Because
market conditions can quickly change in our industry, thresholds established at the beginning of a year could prove irrelevant
by year-end. The committee believes its approach, which assesses the company’s absolute and relative performance in
hindsight after year-end (for the most recent one- and three-year periods), gives it the insight to most effectively and critically
judge results and encourages executives to pursue strategies that serve the long-term interests of the company and its
shareholders. It also promotes accuracy in our assessment and comparison to competition and eliminates the need for
adjustments to formulas, targets or thresholds during times of uncertain market conditions.

The primary elements of our executive compensation program are as follows:

Near-term compensation, paid in cash

Base Salary

Purpose Basic, least variable form of compensation, designed to provide a stable source of income.

Strategy Generally, target market median, giving appropriate consideration to job scope and tenure, to attract and retain
highly qualified executives.

Terms Paid twice monthly.
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Profit Sharing

Purpose Broad-based program designed to emphasize that each employee contributes to the company’s profitability
and can share in it.

Strategy Pay according to a formula that is the same for all employees to focus them on a company goal, and set pay-
out potential at a level that will affect behavior. Profit sharing is paid in addition to any performance bonus
awarded for the year.

For the last 16 years, the formula has been based on company-level annual operating profit margin. The
formula was set by the TI board. The committee’s practice has been not to adjust amounts earned under the
formula.

Terms Payable in a single cash payment shortly after the end of the performance year.
As in recent years, the formula for 2020 was:

e Below 10% company-level annual operating profit as a percentage of revenue (“Margin”): no
profit sharing
e At 10% Margin: profit sharing = 2% of base salary

e At Margin above 10%: profit sharing increases by 0.5% of base salary for each percentage point
of Margin between 10% and 24%, and 1% of base salary for each percentage point of Margin
above 24%. The maximum profit sharing is 20% of base salary.

In 2020, TT delivered Margin of 40.8%. As a result, all eligible employees, including executive officers,
received profit sharing of 20% of base salary.

Performance Bonus

Purpose To motivate executives and reward them according to the company’s relative and absolute performance and
the executive’s individual performance.

Strategy Determined primarily on the basis of one-year and three-year company performance on certain measures
(revenue growth percent, operating margin and total shareholder return') as compared with competitors and
on our strategic progress in key markets and with customers. These factors have been chosen to reflect our
near-term financial performance as well as our progress in building long-term shareholder value.

The committee aims to pay total cash compensation (base salary, profit sharing and bonus) appropriately
above median if company performance is above that of competitors, and pay total cash compensation
appropriately below the median if company performance is below competitors.

The committee does not rely on formulas or performance targets or thresholds. Instead, it uses its judgment
based on its assessment of the factors described above.

Terms Determined by the committee and paid in a single payment after the performance year.

Long-term compensation, awarded in equity

Stock Options and Restricted Stock Units

Purpose Alignment with shareholders; long-term focus; balance retention, particularly with respect to restricted stock
units, and performance.

Strategy We grant a combination of nonqualified stock options and restricted stock units, generally targeted at the
median level of equity compensation awarded to executives in similar positions within the Comparator
Group. The committee does not rely on formulas or performance targets or thresholds.

Terms The terms and conditions of stock options and restricted stock units are summarized under “Outstanding
equity awards at fiscal year-end 2020.” The committee’s grant procedures are described under “Process for
equity grants.”

! Total shareholder return refers to the percentage change in the value of a shareholder’s investment in a company over the
relevant time period, as determined by dividends paid and the change in the company’s share price during the period. See notes
to the performance summary table under “Analysis of compensation determinations — Bonus.”
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Comparator group

The Compensation Committee considers the market level of compensation when setting the salary, bonuses and equity
compensation of the executive officers. To estimate the market level of pay, the committee uses information provided by its
compensation consultant and TI’s Compensation and Benefits organization about compensation paid to executives in similar
positions at a peer group of companies (the “Comparator Group”).

The committee sets the Comparator Group and reviews it annually. In general, the Comparator Group companies (i) are U.S.-
based, (ii) engage in the semiconductor business, other electronics or information technology activities or use sophisticated
manufacturing processes, (iii) have executive positions comparable in complexity to those of TI and (iv) use forms of executive
compensation comparable to TI’s.

Shown in the table below is the Comparator Group used for the compensation decisions for 2020.

3M Company Honeywell International Inc.
Accenture plc Intel Corporation

Analog Devices, Inc. Medtronic Public Limited Company
Applied Materials, Inc. Motorola Solutions, Inc.

Broadcom Inc. Nvidia Corporation

Cisco Systems, Inc. QUALCOMM Incorporated
Corning Incorporated TE Connectivity Ltd.

DXC Technology Company Thermo Fisher Scientific Inc.
Emerson Electric Co. Western Digital Corporation

The committee set the Comparator Group in July 2019 for the base salary and equity compensation decisions it made in 2020.
For a discussion of the factors considered by the committee in setting the Comparator Group in July 2019, please see
“Comparator group” on pages 22-23 of the company’s 2020 proxy statement.

In July 2020, the committee conducted its regular review of the Comparator Group in terms of industry, revenue and market
capitalization. With the advice of its compensation consultant, the committee decided to make no change to the group.
Accordingly, the committee used the same Comparator Group for the bonus decisions in January 2021 relating to 2020
performance as it used to set salary and equity compensation in January 2020. The table below compares the Comparator
Group to TI in terms of revenue and market capitalization.

Company Revenue ($ Billion) * Market Cap ($ Billion) *
Intel COrPOTatiON .......ccvveiiieieiiieieeie ettt ettt be e eeae e e 78.1 204.2
CiSCO SyStemS, INC. ..cveiiriiriiiiiiieiiceeeeeee e 48.1 189.1
ACCENTUTE PIC ..ttt 44.7 172.8
Honeywell International INC. .........ccooeveneninincniiiiceceieeene 33.2 149.2
3M COMPANY ...ttt ettt ettt sttt ettt erees 31.7 100.8
Thermo Fisher Scientific INC. .......ccccveeivineiiinciinicncccce, 28.5 184.6
Medtronic Public Limited Company ...........cccceeeeeeeeieieneenenienenne. 27.9 157.7
Broadcom INC. ....c..oooiiiiiiiiiiii e 23.9 178.1
QUALCOMM Incorporated.........c.ccecueeeeneenieeienieniieieeieeie e 21.7 172.3
DXC Technology Company ...........coccueereereneenineeneneeeenreneene 18.9 6.6
Applied Materials, INC. .....ccooeiviiiriiiiieeeeeeee e 17.2 78.8
Emerson EIeCtric Co.....c.ovuiiiireiiiieiiiiesiceeeeee e 16.8 48.1
Western Digital Corporation ...........cocceeeverenenereereneneneeeeeenennes 16.6 16.9
Nvidia COrporation........ccceeeererierereeieeeeereneetene st 14.8 323.2
TE Connectivity Ltd. ......cccooiiinininiiiiicciecnceeeecrecens 12.2 40.0
Corning INcorporated...........eouveveirerieiniieinieeesee e 10.8 27.5
Motorola Solutions, INC. .......cooouviiiieiieiiee e 7.5 28.8
Analog Devices, INC. .....ooeeriiiieiieieeeeeeee e 5.6 54.6
IMEAIAN. ...t e 20.3 125.0
Texas Instruments Incorporated ............ccoeeeeriereeiieiienieeeieeeeeen 13.7 150.7

*  Trailing four-quarter revenue and market capitalization is as reported by Thomson Reuters on January 4, 2021.
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Analysis of compensation determinations

Total compensation

Before finalizing the compensation of the executive officers, the committee reviewed all elements of compensation. The
information included total cash compensation (salary, profit sharing and projected bonus), the grant date fair value of equity
compensation, the impact (if any) that proposed compensation would have on other compensation elements, and a summary of
benefits that the executives would receive under various termination scenarios. The review enabled the committee to see how
various compensation elements relate to one another and what impact its decisions would have on the total earnings opportunity
of the executives. In assessing the information, the committee did not target a specific level of total compensation or use a
formula to allocate compensation among the various elements. Instead, it used its judgment in assessing whether the total was
consistent with the objectives of the program. Based on this review, the committee determined that the level of compensation
was appropriate.

Base salary
The committee set the 2020 rate of base salary for the following named executive officers as follows:

Officer 2020 Annual Rate Change from 2019 Annual Rate
R.KLTEMPLEION ..o $ 1,340,000 3.1%

R. R LIZATI .ot $ 700,000 6.1%

H. TLAI oottt $ 850,000 18.9% *

KL FIESSNICT ...ttt $ 660,000 10.0%

H. KOZANIAN ......ooviiiiiiiiiiceeeee e $ 600,000 14.3%

N ANETSKOUY F¥ ..ot $ 740,000 3.5%

* 2020 annual rate for Mr. Ilan includes salary increase approved in August 2020, when Mr. Ilan assumed new responsibilities.

**  Mr. Anderskouv was no longer an executive officer effective October 15, 2020.

For each of these executive officers other than Mr. Ilan, the committee set the 2020 base-salary rate listed above in January
2020. In keeping with its strategy, the committee targeted the annual base-salary rates to be at the estimated median level of
salaries expected to be paid to similarly situated executives (considering job scope and tenure) of companies within the
Comparator Group in January 2020.

The salary differences between the named executive officers were driven primarily by the market rate of pay (considering job
scope and tenure) for each officer and not the application of a formula designed to maintain a differential between the officers.

Equity compensation

In 2020, the committee awarded equity compensation to each of the named executive officers listed below. The grants are
shown in the table under “Grants of plan-based awards in 2020.” The grant date fair value of the awards is reflected in that table
and in the “Stock Awards” and “Option Awards” columns of the 2020 summary compensation table. The table below is
provided to assist the reader in comparing the grant date fair values and number of shares for each of the years shown in the
summary compensation table.

Restricted

Grant Date Stock Options Stock Units

Officer Year Fair Value * (In Shares) (In Shares)
R.K. Templeton........cccooeeviiieeiiiiiiiieeecieeee, 2020 $ 13,000,042 254,216 49,801
2019 $ 13,000,057 294,627 62,255
2018 $ 12,000,110 258,403 54,472
R.R.Lizardie..ooecceccccceeeeee 2020 $ 3,300,044 64,532 12,642
2019 $ 3,000,064 67,991 14,367
2018 $ 2,400,097 51,681 10,895
HoT1an e 2020 $ 4,500,043 87,998 17,239
2019 $ 3,800,062 86,122 18,198
2018 $ 3,800,103 81,828 17,250
KL FIESSNET ..o 2020 $ 3,600,024 70,399 13,791
H. Kozanian .........ccccevevenininncniiccccieeees 2020 $ 3,000,089 58,666 11,493
N. Anderskouy .....c.ccoeeereeieienienieninenceeeeene 2020 $ 3,800,133 74,310 14,558
2019 $ 3,800,062 86,122 18,198
2018 $ 3,800,103 81,828 17,250

*

See Notes 1 and 2 to the summary compensation table for information on how grant date fair value was calculated.
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In January 2020, the committee awarded equity compensation to each of the named executive officers listed above. The
committee’s general objective was to award to those officers equity compensation that had a grant date fair value at
approximately the median market level of the most recently disclosed equity compensation granted by the Comparator Group.

In assessing the market level, the committee considered information presented by TI’s Compensation and Benefits organization
(prepared using data provided by the committee’s compensation consultant) on the estimated value of the awards expected to
be granted to similarly situated executives (considering job scope and tenure) of companies within the Comparator Group. The
award value was estimated using the same methodology used for financial accounting.

For each officer, the committee set the desired grant value. The committee decided to allocate the value equally between
restricted stock units and options for each officer, to give equal emphasis to promoting retention and performance, motivating
the executive and aligning interests with those of shareholders.

Before approving the grants, the committee reviewed the amount of unvested equity compensation held by the officers to assess
its retention value. In making this assessment, the committee used its judgment and did not apply any formula, threshold or
maximum. This review did not result in an increase or decrease of the awards.

The exercise price of the options was the closing price of TI stock on January 24, 2020, the second trading day after the
company released its annual and fourth-quarter financial results for 2019. All grants were made under the Texas Instruments
2009 Long-Term Incentive Plan, which shareholders approved in April 2009 and amended in 2016.

All grants have the terms described under “Outstanding equity awards at fiscal year-end 2020.” The differences in the equity

awards between the named executive officers were primarily the result of differences in the applicable estimated market level
of equity compensation for their positions, and not the application of any formula designed to maintain differentials between

the officers.

Bonus
In January 2021, the committee set the 2020 bonus compensation for executive officers based on its assessment of 2020
performance. In setting the bonuses, the committee used the following performance measures to assess the company:

e  The relative one-year and three-year performance of TI as compared with competitor companies, as measured by
o revenue growth,
o operating profit as a percentage of revenue,
o total shareholder return, and
e The absolute one-year and three-year performance of TI on the above measures.
In addition, the committee considered strategic progress by reviewing company and strategic positioning, operating
performance, and revenue growth, including TI competitiveness in key markets with core products and technologies and the

strength of relationships with customers.

In the comparison of relative performance, the committee used the following companies (the “competitor companies’):

Advanced Micro Devices, Inc. NVIDIA Corporation

Analog Devices, Inc. NXP Semiconductors N.V.
Broadcom Inc. ON Semiconductor Corporation
Infineon Technologies AG QUALCOMM Incorporated
Intel Corporation Skyworks Solutions, Inc.
Marvell Technology Group Ltd. STMicroelectronics N.V.
Maxim Integrated Products, Inc. Xilinx, Inc.

Microchip Technology Incorporated

To the extent the companies had not released financial results for the year or the most recent quarter, the committee based its
evaluation on estimates and projections of the companies’ financial results for 2020.

This list includes both broad-based and niche suppliers that operate in our key markets or offer technology that competes
with our products. The committee considers annually whether the list is still appropriate in terms of revenue, market
capitalization and changes in business activities of the companies. The committee made no changes to the list of
competitor companies in 2020.
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Assessment of 2020 performance

The committee spent extensive time in December and January assessing T1I’s results and strategic progress for
2020. In setting bonuses, the committee considered quantitative and qualitative measures on both an absolute
and relative basis, and the company’s strategic focus on long-term growth of free cash flow per share, and made
certain that resulting decisions were founded on both solid data and sound judgment. On an absolute basis,
revenue and operating profit margin were both positive, with operating profit being better than median relative
to competitors while revenue remained below median. TSR was also positive on an absolute basis and below
median relative to competitors. Free cash flow for the year was $5.5 billion and 38% of revenue. In aggregate,
the committee determined that the company continued to strengthen its strategic position and operating
performance, while also growing 2020 Analog revenue. Therefore, the committee targeted a bonus increase of
5 percent for 2020, except for two named executive officers who were newer to their roles and received higher
bonus increases in an effort to more closely align their total cash with the competitive market for their roles and
the company’s performance. Details on the committee’s assessment are below.

Strategic progress

e  Our primary objective is the long-term growth of free cash flow per share. To achieve this objective,
the company’s strategy is comprised of having a great business model, a disciplined approach to
capital allocation and a focus on efficiency.

e The company’s business model is designed around four sustainable competitive advantages that in
combination put us in a unique class of companies. These advantages include (i) a strong foundation of
manufacturing and technology, (ii) a broad portfolio of analog and embedded processing products,

(iii) the reach of our market channels and (iv) diversity and longevity of our products, markets and
customer positions. In 2020, the company continued to strengthen and leverage these advantages.

e The company’s strategic focus is on analog and embedded processing products sold into six end
markets: industrial, automotive, personal electronics, communications equipment, enterprise systems
and other. While all end markets represent good opportunities, the company places additional strategic
emphasis on designing and selling those products into the industrial and automotive markets, which we
believe represent the best growth opportunities. In 2020, the company continued the disciplined
allocation of R&D spending to strengthen its product portfolio, building on the existing foundation for
near- and long-term results.

o TI’s broad analog and embedded processing product portfolio includes tens of thousands of
products, with more products added each year, offering strong differentiation and longevity. In
2020, greater than 90 percent of TI’s revenue came from Analog and Embedded Processing
semiconductors.

o We believe the industrial and automotive markets represent the best growth opportunity for the
industry for the foreseeable future because of the increasing semiconductor content in these
markets. In 2020, approximately 57 percent of TI’s revenue came from industrial and automotive
markets.

e TI’s revenue continues to come from a diverse base of thousands of applications. This is an intentional
strategy that prevents dependence on a single market, customer or product.

e In 2020, the company made progress in building closer, direct relationships with its customers to
further strengthen and extend its reach of market channels. To enable this transition, the company has
made multi-year investments in its sales and applications team, TI.com, business processes, logistics
and distribution channel changes. In 2020, the company accelerated these efforts, with the percent of
direct business growing from 37% in 2019 to 48% in 2020, including ending the year with 63% of
revenue direct in December 2020. TI’s reach of market channels provides access to more customers
and more of their design projects, leading to the opportunity to sell more TI products into each design,
and also provides better insight and knowledge of customers’ needs and design trends.

e TI’s in-house capability to manufacture high volumes of Analog semiconductors on 300-millimeter
wafers remains a competitive advantage due to the inherent cost advantage associated with 300-
millimeter technology versus prior generation. This cost advantage is the result of more chips being
produced per wafer, thereby improving margins and cash generation. In 2020, the company began
construction of its third 300-millimeter wafer fabrication facility, located in Richardson, Texas.

e In total, the committee determined that TI’s strategic position was strengthened by management’s
decisions and actions in 2020.
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Revenue and margin

o Annual performance

o TI’s revenue was higher in 2020 than in the prior year, increasing by 0.5 percent, and was below the
median growth rate of competitor companies. It is important to note that the median growth rate of
competitor companies includes the benefit of acquisitions, whereas TI’s growth rate is entirely organic.

o Revenues for the company’s core businesses of Analog and Embedded Processing increased
6.5 percent and declined 12.7 percent, respectively.

o Operating profit margin was 40.8 percent, which was above both the prior year’s margin and the
median comparison with competitors.

o Three-year performance

o Compound annual revenue growth for 2018-2020 was -1.1 percent, which was below the median
competitor comparison. It is important to note that the median growth rate of competitor companies
includes the benefit of acquisitions, whereas TI’s growth rate is entirely organic.

o Average operating profit for 2018-2020 was 41.1 percent, which was above the median competitor
comparison.

Total shareholder return (TSR)

e TSR was 31.7 percent, below the median TSR as compared with competitor companies.

e The company again generated strong cash, with free cash flow at 38 percent of revenue.? Approximately
109 percent of free cash flow was returned to shareholders in 2020 through share repurchases and dividends.
Share repurchases of $2.6 billion reduced outstanding shares by 1.4 percent (net of stock issuances during
the year). The quarterly dividend rate increased 13.3 percent (the 19th increase in the last 17 years). Share
repurchases and dividend increases are important elements of TI’s capital management strategy.

e  The balance sheet remained robust, ending the year with cash and short-term investments of $6.6 billion.

e  The three-year compound annual growth rate for TSR was 19.5 percent, slightly below the median
competitor comparison.

Performance summary

1-Year 3-Year
Revenue growth: total TL........cccoeininiiininniniincccnes 0.5% -1.1% CAGR
Operating MargiN .........co.cceeerueerenieenenieeneneeeseneeesreneenens 40.8% 41.1% average
Free cash flow as % of revenue ..........ccoceeencvncnccncnencne 38.0% 38.9% average
% of free cash flow returned to shareholders...................... 108.9% 113.0% average
Increase in quarterly dividend rate...........cccoevvevvenneeiennenne. 13.3% 64.5%
Total shareholder return (TSR) .....ccoovevieniiininiiincicee 31.7% 19.5%

CAGR (compound annual growth rate) is calculated using the formula (Ending Value/Beginning
Value)l/number of years minus 1.

One-year and three-year TSR percentages are obtained from a report generated using a subscription
service to Equilar, an executive compensation and corporate governance data firm.

Before setting the bonuses for the named executive officers, the committee considered the officers’ individual
performance. The performance of Mr. Templeton was judged according to the performance of the company. For
the other officers, the committee considered the factors described below in assessing individual performance. In
making this assessment, the committee did not apply any formula or performance targets.

Mr. Lizardi is the chief financial officer. The committee noted the financial management of the company.

Mr. Ilan was responsible for our signal chain product line within our analog business until August 2020, when he
assumed responsibility for all business and sales operations, information technology, and global technology and
manufacturing operations. The committee noted the financial performance and strategic position of the product
lines and activities for which he was responsible.

2 Free cash flow was calculated by subtracting Capital expenditures from the GAAP-based Cash flows from operating
activities. For a reconciliation to GAAP, see Appendix A to this proxy statement.
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Mr. Flessner is responsible for our semiconductor manufacturing operations. The committee noted the
performance of those operations, including their cost-competitiveness and inventory management.

Mr. Kozanian was responsible for our high volume analog and logic product line within our analog business
until August 2020, when he assumed responsibility for our analog signal chain product line within our analog
business. The committee noted the financial performance and strategic position of these product lines.

Mr. Anderskouv was responsible for our power product line within our analog business prior to announcing his
retirement plans. The committee noted the financial performance and strategic position of this product line.

The bonuses awarded for 2020 performance are shown in the table below. The differences in the amounts
awarded to the named executive officers were primarily the result of differences in the officers’ level of
responsibility and related performance and the applicable market level of total cash compensation expected to
be paid to similarly situated officers at companies within the Comparator Group.

Results of the compensation decisions

Results of the compensation decisions made by the committee relating to the named executive officers are summarized in the
following table. This table is provided as a supplement to the summary compensation table for investors who may find it useful
to see the data presented in this form. Although the committee does not target a specific level of total compensation, it
considers information similar to that in the table to ensure that the sum of these elements is, in its judgment, in a reasonable
range.

Equity
Compensation
Salary Profit (Grant Date
Officer Year (Annual Rate) Sharing Bonus Fair Value) Total
R. K. Templeton.................. 2020 $ 1,340,000 $267,333 $ 3,745,000 $ 13,000,042 $ 18,352,375

2019 $ 1,300,000 $259,167 $ 3,550,000 $ 13,000,057 $ 18,109,224
2018 $ 1,250,000 $226,250 $ 3,800,000 $ 12,000,110 $17,276,360

R.R. Lizardi....c..coccevenenenne. 2020 $ 700,000 $139,333 $ 1,000,000 § 3,300,044 § 5,139,377
2019 $ 660,000 $ 131,000 $ 950,000 $ 3,000,065 $ 4,741,065
2018 $ 600,000 $ 118,333 $ 1,000,000 § 2,400,097 § 4,118,430
H. Han ... 2020 $ 850,000 $ 155,833 $ 1,700,000 § 4,500,043 $ 7,205,876
2019 $ 715,000 $ 142,333 $ 1,140,000 § 3,800,062 § 5,797,395
2018 $ 675,000 $ 133,750 $ 1,200,000 $ 3,800,103 $ 5,808,853
K. Flessner........cccocceveennennnn. 2020 $ 660,000 $ 131,000 $ 1,200,000 $ 3,600,024 $ 5,591,024
H. Kozanian...........cccccneeee. 2020 $ 600,000 $ 118,750 $ 1,200,000 $ 3,000,089 $ 4,918,839
N. Anderskouv..........c.......... 2020 $ 740,000 $ 147,583 $ 1,200,000 $ 3,800,133 $ 5,887,716
2019 $ 715,000 $ 142,333 $ 1,140,000 $ 3,800,062 $ 5,797,395
2018 $§ 675,000 $ 133,750 $ 1,200,000 $ 3,800,103 $ 5,808,853

This table shows the annual rate of base salary for each named executive officer. In the summary compensation table, the
“Salary” column shows the actual salary paid in the year. This table has separate columns for profit sharing and bonus. In the
summary compensation table, profit sharing and bonus are aggregated in the column for “Non-Equity Incentive Plan
Compensation,” in accordance with SEC requirements. Please see Notes 1 and 2 to the summary compensation table for
information about how grant date fair value was calculated.

The “Total” for Mr. Lizardi for 2020 was higher than 2019 primarily due to higher equity awards in 2020, reflecting an effort to
align with the projected market range for similarly situated executives in our comparator group. The “Total” for Mr. Ilan was
higher primarily due to higher equity awards and bonus in 2020. Mr. Ilan assumed chief operating officer responsibilities in
August 2020.
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The compensation decisions shown above resulted in the following 2020 compensation mix for the named executive officers:

CEO Other NEOs *

2% 3%

12%
71% 63%

OBase Salary @ Equity Compensation @ Profit Sharing @ Bonus

* Average data for the named executive officers other than Mr. Templeton

Equity dilution

The Compensation Committee’s goal is to keep net annual dilution from equity compensation under 2 percent. “Net annual
dilution” means the number of shares under equity awards granted by the committee each year to all employees (net of award
forfeitures) as a percentage of the shares of the company’s outstanding common stock. Equity awards granted in 2020 resulted
in 0.5 percent net annual dilution.

Process for equity grants

The Compensation Committee makes grant decisions for equity compensation at its January meeting each year. The dates on
which these meetings occur are generally set three years in advance. The January meetings of the board and the committee
generally occur in the week or two before we announce our financial results for the previous quarter and year.

On occasion, the committee may grant stock options or restricted stock units to executives at times other than January. For
example, it has done so in connection with job promotions and for purposes of retention.

We do not back-date stock options or restricted stock units. We do not accelerate or delay the release of information due to
plans for making equity grants.

If the committee meeting falls in the same month as the release of the company’s financial results, the committee’s practice is
to make grants effective (i) on the second trading day after the results have been released or (ii) on the meeting day if later. In
other months, its practice is to make them effective on the day of committee action. The exercise price of stock options is the
closing price of TI stock on the effective date of the grant.

Recoupment policy

The committee has a policy concerning recoupment (“clawback”) of executive bonuses and equity compensation. Under the
policy, in the event of a material restatement of TI’s financial results due to misconduct, the committee will review the facts
and circumstances and take the actions it considers appropriate with respect to the compensation of any executive officer or
senior vice president whose fraud or willful misconduct contributed to the need for such restatement. Such action may include
(a) seeking reimbursement of any bonus paid to such officer exceeding the amount that, in the judgment of the committee,
would have been paid had the financial results been properly reported and (b) seeking to recover profits received by such
officer during the 12 months after the restated period under equity compensation awards. All determinations by the committee
with respect to this policy are final and binding on all interested parties.
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Most recent stockholder advisory vote on executive compensation

In April 2020, our shareholders cast an advisory vote on the company’s executive compensation decisions and policies as
disclosed in the proxy statement issued by the company in March 2020. Approximately 91 percent of the shares voted on the
matter were cast in support of the compensation decisions and policies as disclosed. The committee considered this result and
determined that it was not necessary at this time to make any material changes to the company’s compensation policies and
practices in response to the advisory vote.

Benefits

Retirement plans
The executive officers participate in our retirement plans under the same rules that apply to other U.S. employees. We maintain

these plans to have a competitive benefits program and for retention.

We have a U.S. qualified defined benefit pension plan that was closed to new participants in 1997. Then-current participants
were given the choice to continue participating in the plan, or to have their plan benefits frozen (i.e., no benefit increase
attributable to years of service or change in eligible earnings) and begin participating in an enhanced defined contribution plan.
Messrs. Templeton and Flessner chose to have their benefits frozen. The other named executive officers joined the company
after 1997 and are not eligible to participate in the defined benefit plan.

The Internal Revenue Code (IRC) imposes certain limits on the retirement benefits that may be provided under a qualified plan.
To maintain the desired level of benefits, we have non-qualified defined benefit pension plans for participants in the qualified
pension plan. Under the non-qualified plans, participants receive benefits that would ordinarily be paid under the qualified
pension plan but for the limitations under the IRC. For additional information about the defined benefit plans, please see “2020
pension benefits.”

In general, if an employee who participates in the pension plan (including an employee whose benefits are frozen as described
above) dies after having met the requirements for normal or early retirement, his or her beneficiary will receive a benefit equal
to the lump-sum amount that the participant would have received if he or she had retired before death. Having already reached
the age of 55 and at least 20 years of employment, Mr. Templeton is eligible for early retirement under the pension plans.

All employees who are not accruing benefits in the qualified pension plan are eligible to participate in a defined contribution
plan that provides employer matching contributions. All named executive officers participate or participated until their
retirement. This plan provides for (i) a fixed employer contribution plus an employer matching contribution for employees
hired on or before December 31, 2003 or (ii) an employer matching contribution for employees hired after December 31, 2003.

The committee considers the potential effect on the executives’ retirement benefits when it sets salary and performance bonus
levels.

Deferred compensation

Any U.S. employee whose base salary and management responsibility exceed a certain level may defer the receipt of a portion
of his or her salary, bonus and profit sharing. Rules of the U.S. Department of Labor require that this plan be limited to a select
group of management or highly compensated employees. The plan allows employees to defer the receipt of their compensation
in a tax-efficient manner. Eligible employees include, but are not limited to, the executive officers. We have the plan to be
competitive with the benefits packages offered by other companies.

The executive officers’ deferred compensation account balances are unsecured and all amounts remain part of the company’s
operating assets. The value of the deferred amounts tracks the performance of investment alternatives selected by the
participant. These alternatives are identical to those offered to participants in the defined contribution plans described above.
The company does not guarantee any minimum return on the amounts deferred. In accordance with SEC rules, no earnings on
deferred compensation are shown in the summary compensation table for 2020 because no “above market” rates were earned
on deferred amounts in that year.

Employee stock purchase plan

We have an employee stock purchase plan. Under the plan, which our shareholders approved, all employees in the U.S. and
certain other countries may purchase a limited number of shares of the company’s common stock at a 15 percent discount. The
plan is designed to offer the broad-based employee population an opportunity to acquire an equity interest in the company and
thereby align their interests with those of shareholders. Consistent with our general approach to benefit programs, executive
officers are also eligible to participate.
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Health-related benefits
Executive officers are eligible under the same plans as all other U.S. employees for medical, dental, vision, disability and life
insurance. These benefits are intended to be competitive with benefits offered in the semiconductor industry.

Other benefits

Executive officers receive only a few benefits that are not available to all other U.S. employees. They are eligible for a
company-paid physical and financial counseling. In addition, the board of directors has determined that for security reasons, it
is in the company’s interest to allow Mr. Templeton, at his option, to use company aircraft for personal air travel. Please see
Footnote 5 of the summary compensation table for 2020 and “Potential payments upon termination or change in control —
Termination — Perquisites” for further details. The company provides no tax gross-ups for perquisites to any of the executive
officers.

Compensation following employment termination or change in control

None of the executive officers has an employment contract. Executive officers are eligible for benefits on the same terms as
other U.S. employees upon termination of employment or a change in control of the company. The current programs are
described under “Potential payments upon termination or change in control.” None of the few additional benefits that the
executive officers receive continue after termination of employment, except that financial counseling is provided for a
transition period following retirement. The committee reviews the potential impact of these programs before finalizing the
annual compensation for the named executive officers. The committee did not raise or lower compensation for 2020 based on
this review.

The Texas Instruments 2009 Long-Term Incentive Plan generally establishes double-trigger change-in-control terms for grants
made in 2010 and later years. Under those terms, options become fully exercisable and shares are issued under restricted stock
unit awards (to the extent permitted by Section 409A of the IRC) if the grantee is involuntarily terminated within 24 months
after a change in control of TI. These terms are intended to encourage employees to remain with the company through a
transaction while reducing employee uncertainty and distraction in the period leading up to any such event.

Stock ownership guidelines and policy against hedging

Our board of directors has established stock ownership guidelines for executive officers. The guideline for the CEO is six times
base salary and the guideline for other executive officers is three times base salary. Executive officers have five years from
their election as executive officers to reach these targets. Directly owned shares and restricted stock units count toward
satisfying the guidelines.

Short sales of TI stock by our executive officers are prohibited. It is against TI policy for any employee, including an executive

officer, to engage in trading in “puts” (options to sell at a fixed price), “calls” (similar options to buy), or other options or
hedging techniques on TI stock.

Consideration of tax and accounting treatment of compensation

Current tax law limits the tax deductibility of annual compensation paid to any publicly held corporation’s “covered
employees,” which includes all of our named executive officers. The Compensation Committee considers the impact of this
deductibility limit as one factor in its determination of compensation.

When setting equity compensation, the committee considers the cost for financial reporting purposes of equity compensation
it intends to grant. Its consideration of the cost of grants made in 2020 is discussed under “Analysis of compensation
determinations — Equity compensation.”

Compensation Committee report

The Compensation Committee of the board of directors has furnished the following report:

The committee has reviewed and discussed the Compensation Discussion and Analysis (CD&A) with the company’s
management. Based on that review and discussion, the committee has recommended to the board of directors that the CD&A be
included in the company’s annual report on Form 10-K for 2020 and the company’s proxy statement for the 2021 annual

meeting of stockholders.

Pamela H. Patsley, Chair Carrie S. Cox Martin S. Craighead
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2020 summary compensation table

The table below shows the compensation of the CEO, the CFO and each of the other four most highly compensated individuals
who were executive officers during 2020 (collectively called the “named executive officers” (NEOs)) for services in all
capacities to the company in 2020.

Change in
Pension Value
and
Non-Equity Nonqualified
Stock Option Incentive Plan Deferred All Other

Name and Principal Salary Awards Awards Compensation Compensation Compensation
Position Year [6)) [€)XEY) $ 2) $ 3) Earnings ($) (4) (IS Total ($)
Richard K. Templeton ... 2020 $1,336,667 $6,500,027 $6,500,015 $4,012,333 $199,431 $508,179  $19,056,652
Chairman, President & 2019 $1,295,833 $6,500,045 $6,500,012 $3,809,167  $202,588 $326,162 $18,633,807
Chief Executive Officer 2018 $1,131,252  $6,000,091 $6,000,019  $4,026,250 — $418,612  $17,576,224
Rafael R. Lizardi ........... 2020 $ 696,667 $1,650,034 $1,650,010 $1,139,333 — $116,989 $ 5,253,033
Senior Vice President & 2019 § 655,000 $1,500,058 $1,500,006 $1,081,000 — $125,671 $ 4,861,735
Chief Financial Officer 2018 § 591,667 $1,200,084 $1,200,013 $1,118,333 — $ 77,072 $ 4,187,169
Haviv 1an ........cooeoee...... 2020 $ 779,167 $2,250,034 $2,250,009 $1,855,833 — $ 87458 $ 7,222,501
Executive Vice President & 2019 $ 711,667 $1,900,053 $1,900,009 $1,282,333 — $ 68,153 § 5,862,215
Chief Operating Officer 2018 $ 668,750 $1,900,088 $1,900,015 $1,333,750 — $ 51,813 § 5,854,416
Kyle M. Flessner ........... 2020 $ 655,000 $1,800,001 $1,800,023 $1,331,000 $ 4,324 $107,992 § 5,698,340
Senior Vice President
Hagop H. Kozanian ....... 2020 $ 593,750 $1,500,066 $1,500,023 $1,318,750 — $ 47,905 $ 4,960,494
Senior Vice President
Niels Anderskouv.......... 2020 $ 737,917 $1,900,110 $1,900,023 $1,347,583 — $119,075 $ 6,004,708
Senior Vice President 2019 § 711,667 $1,900,053 $1,900,009 $1,282,333 — $103,898 $ 5,897,960

2018 § 668,750 $1,900,088 $1,900,015 $1,333,750 — $ 89,458 § 5,892,061

(M

2

3)

“4)

Shown is the aggregate grant date fair value of restricted stock unit (RSU) awards calculated in accordance with ASC
718. The discussion of the assumptions used for purposes of the valuation of the awards granted in 2020 appears in Note
3 to the 2020 financial statements. For a description of the grant terms, see the discussion following the outstanding
equity awards at fiscal year-end 2020 table. The discussion of the assumptions used for purposes of the valuation of the
awards granted in 2019 and 2018 appears in Note 3 to the financial statements in TI’s annual report on Form 10-K for
the year ended December 31, 2019 (2019 financial statements), and the financial statements in TI’s annual report on
Form 10-K for the year ended December 31, 2018 (2018 financial statements).

Shown is the aggregate grant date fair value of options calculated in accordance with ASC 718. The discussion of the
assumptions used for purposes of the valuation of options granted in 2020 appears in Note 3 to the 2020 financial

statements. For a description of the grant terms, see the discussion following the outstanding equity awards at fiscal year-
end 2020 table. The discussion of the assumptions used for purposes of the valuation of the awards granted in 2019 and
2018 appears in Note 3 to the 2019 and 2018 financial statements.

Consists of performance bonuses and profit sharing for 2020. See “Analysis of compensation determinations — Results
of the compensation decisions” for the amounts of bonus and profit sharing paid to each of the named executive officers
for 2020.

The company does not pay above-market earnings on deferred compensation. Therefore, no amounts are reported in this
column for deferred compensation. The amounts in this column represent the change in the actuarial value of the named
executive officers’ benefits under the qualified defined benefit pension plan (TI Employees Pension Plan) and the non-
qualified defined benefit pension plans (TI Employees Non-Qualified Pension Plan and TT Employees Non-Qualified
Pension Plan IT) from December 31, 2019, through December 31, 2020. This “change in the actuarial value” is the
difference between the 2019 and 2020 present value of the pension benefit accumulated as of year-end by the named
executive officer, assuming that benefit is not paid until age 65. Mr. Templeton’s and Mr. Flessner’s benefits under the
company’s pension plans were frozen as of December 31, 1997. Messrs. Lizardi, [lan, Kozanian and Anderskouv do not
participate in any of the company’s defined benefit pension plans.
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(5)  Consists of (i) the amounts in the table below, which result from programs available to all eligible U.S. employees, and
(i1) perquisites and personal benefits that meet the disclosure thresholds established by the SEC and are detailed in the

paragraph below.
Defined Unused
401(k) Contribution Vacation
Name Contribution Retirement Plan (a) Time(b)
R. K. TEMPIELON ..ot $ 11,400 $290,016 —
R R LIZAIAT oo $ 11,400 $ 91,537 —
HoTIAN et s $ 11,400 $ 65,333 —
KL ML FIESSINET ...t $ 11,400 $ 82,400 $ 14,192
H. H. KOZANIAN .....oviiiviiiieiiceeeeeeeeeee e $ 11,400 $ 25,620 —
N ANAEISKOUY ...t $ 11,400 $ 95,249 $ 12,427

(a) Consists of (i) contributions under the company’s enhanced defined contribution retirement plan of $5,700 for
Messrs. Templeton, Lizardi, Flessner and Anderskouv and (ii) an additional amount of $284,316 for Mr. Templeton,
$85,837 for Mr. Lizardi, $65,333 for Mr. Ilan, $76,700 for Mr. Flessner, $25,620 for Mr. Kozanian and $89,549 for
Mr. Anderskouv, applied by TI to offset IRC limitations on amounts that could be contributed to the enhanced
defined contribution retirement plan, which amount is also shown in the 2020 non-qualified deferred compensation
table.

(b) For Messrs. Flessner and Anderskouv, represents payment for unused vacation time that could not be carried
forward.

The perquisites and personal benefits are: $206,763 for Mr. Templeton consisting of financial counseling, an executive
physical and personal use of company aircraft (§190,898), $14,052 for Mr. Lizardi and $10,725 for Mr. Ilan, consisting
of financial counseling and an executive physical, and $10,885 for Mr. Kozanian, consisting of financial counseling.
Financial counseling and an executive physical were made available to the other named executive officers, but the
amounts attributable to those officers were below the disclosure thresholds.

Grants of plan-based awards in 2020

The following table shows the grants of plan-based awards to the named executive officers in 2020.

All Other All Other Exercise
Stock Awards: Option Awards: or Base Grant Date
Number of Number of Price of Fair Value
Date of Shares of Securities Option of Stock

Grant Committee Stock or Underlying Awards and Option

Name Date Action Units (#) (2) Options (#) (3) ($/Sh) 4) Awards (5)
R. K. Templeton.......... 1/24/2020 (1)  1/16/2020 254,216 $130.52 $ 6,500,015
1/24/2020 (1) 1/16/2020 49,801 $ 6,500,027
R.R. Lizardi................ 1/24/2020 (1) 1/16/2020 64,532 $130.52 $ 1,650,010
1/24/2020 (1) 1/16/2020 12,642 $ 1,650,034
H. an......ccccoevveinnns 1/24/2020 (1) 1/16/2020 87,998 $130.52 $ 2,250,009
1/24/2020 (1) 1/16/2020 17,239 $ 2,250,034
K. M. Flessner ............. 1/24/2020 (1) 1/16/2020 70,399 $130.52 $ 1,800,023
1/24/2020 (1) 1/16/2020 13,791 $ 1,800,001
H. H. Kozanian............ 1/24/2020 (1) 1/16/2020 58,666 $ 130.52 $ 1,500,023
1/24/2020 (1) 1/16/2020 11,493 $ 1,500,066
N. Anderskouv............. 1/24/2020 (1) 1/16/2020 74,310 $130.52 $ 1,900,023
1/24/2020 (1) 1/16/2020 14,558 $ 1,900,110

(1)  Inaccordance with the grant policy of the Compensation Committee of the board (described under “Process for equity
grants”), the grants became effective on the second trading day after the company released its financial results for the
fourth-quarter and year 2019. The company released these results on January 22, 2020.

(2)  The stock awards granted to the named executive officers in 2020 were RSU awards. These awards were made under the
company’s 2009 Long-Term Incentive Plan. For information on the terms and conditions of these RSU awards, see the
discussion following the outstanding equity awards at fiscal year-end 2020 table.

(3)  The options were granted under the company’s 2009 Long-Term Incentive Plan. For information on the terms and
conditions of these options, see the discussion following the outstanding equity awards at fiscal year-end 2020 table.
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(4)  The exercise price of the options is the closing price of TI common stock on January 24, 2020.

(5)  Shown is the aggregate grant date fair value computed in accordance with ASC 718 for stock and option awards in 2020.
The discussion of the assumptions used for purposes of the valuation appears in Note 3 to the 2020 financial statements.

None of the options or other equity awards granted to the named executive officers was repriced or modified by the company.
For additional information regarding TI’s equity compensation grant practices, see the Compensation Discussion and Analysis.
Outstanding equity awards at fiscal year-end 2020

The following table shows the outstanding equity awards for each of the named executive officers as of December 31, 2020.

Option Awards Stock Awards
Number of Number of Market Value
Securities Securities Number of of Shares or

Underlying Underlying Shares or Units of Stock
Unexercised Unexercised Option Option Units of Stock That Have Not

Options (#) Options (#) Exercise Expiration That Have Not Vested

Name Exercisable Unexercisable Price ($) Date Vested (#) [6)XEY)
R. K. Templeton.......... — 254,216 (2)  $130.52 1/24/2030 49,801 (6) $ 8,173,838
73,656 220,971 (3) $104.41 1/25/2029 62,255 (7) $10,217,913
129,201 129,202 (4)  $110.15 1/25/2028 54,472 (8) $ 8,940,489
250,211 83,404 (5) $ 79.26 1/26/2027 69,392 (9) $ 11,389,309
489,557 — $§ 5293 1/29/2026 — —
516,440 — $§ 5394 1/28/2025 — —
602,692 — $ 44.09 1/23/2024 — —
R.R. Lizardi ..cooovven...... — 64,532(2) $130.52  1/24/2030 12,642 (6) $ 2,074,931
16,997 50,994 (3)  $104.41 1/25/2029 14,367 (7) $ 2,358,056
25,840 25,841 (4)  $110.15 1/25/2028 10,895 (8) $ 1,788,196
— 15,165(5) $ 79.26 1/26/2027 12,617 (9) $ 2,070,828
— — — — 12,617 (9) $ 2,070,828
|50 1 VO — 87,998 (2)  $130.52  1/24/2030 17,239 (6) $ 2,829,437
21,530 64,592 (3) $104.41 1/25/2029 18,198 (7) $ 2,986,838
40,914 40,914 (4)  $110.15  1/25/2028 17,250 (8) $ 2,831,243
79,613 26,538 (5) $ 79.26 1/26/2027 22,080 (9) $ 3,623,990
K. M. Flessner ............. — 70,399 (2)  $130.52 1/24/2030 13,791 (6) $ 2,263,517
16,997 50,994 (3) $104.41 1/25/2029 14,367 (7) $ 2,358,056
21,534 21,534 (4)  $110.15 1/25/2028 9,079 (8) $ 1,490,136
22,746 7,583(5) $ 7926  1/26/2027 6,309 (9) $ 1,035,496
H. H. Kozanian............ — 58,666 (2)  $130.52  1/24/2030 11,493 (6) $ 1,886,346
— 33,996 (3)  $104.41 1/25/2029 9,578 (7) $ 1,572,037
— 10,767 (4)  $110.15  1/25/2028 4,540 (8) $ 745,150
— 3,792(5) $ 7926  1/26/2027 3,155 (9) $ 517,830
— — — — 9,736 (10)  $ 1,597,970
N. Anderskouv............. — 74,310 (2)  $130.52 1/24/2030 14,558 (6) $ 2,389,405
— 64,592 (3) $104.41 1/25/2029 18,198 (7) $ 2,986,838
— 40,914 (4)  $110.15  1/25/2028 17,250 (8) $ 2,831,243
— 26,538 (5) $ 79.26 1/26/2027 22,080 (9) $ 3,623,990

(1)  Calculated by multiplying the number of RSUs by the closing price of TI common stock on December 31, 2020
($164.13).

(2)  One-quarter of the shares became exercisable on January 24, 2021, and one-third of the remaining shares become
exercisable on each of January 24, 2022, January 24, 2023, and January 24, 2024.

(3)  One-third of the shares became exercisable on January 25, 2021, and one-half of the remaining shares become
exercisable on each of January 25, 2022, and January 25, 2023.

(4)  One-half of the shares became exercisable on January 25, 2021, and the remaining one-half become exercisable on
January 25, 2022.
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(5) Became fully exercisable on January 26, 2021.
(6)  Vesting date is January 31, 2024.

(7)  Vesting date is January 31, 2023.

(8)  Vesting date is January 31, 2022.

(9)  Vested on February 1, 2021.

(10) Vesting date is May 9, 2022.

Option awards

The “Option Awards” shown in the table above are non-qualified stock options, each of which represents the right to purchase
shares of TI common stock at the stated exercise price. The exercise price is the closing price of TI common stock on the grant
date. The term of each option is 10 years unless the option is terminated earlier pursuant to provisions summarized in the chart
below and in the paragraph following the chart. Options become exercisable in increments of 25% per year beginning on the
first anniversary of the date of the grant. The chart below shows the termination provisions relating to stock options outstanding
as of December 31, 2020. The Compensation Committee of the board of directors established these termination provisions to
promote employee retention while offering competitive terms.

Employment Termination
due to Death or

Permanent Disability Employment Termination
or at Least 6 Months (at Least 6 Months after Grant) Employment Other Circumstances
after Grant When with 20 Years of Credited Service, Termination of Employment
Retirement Eligible * but Not Retirement Eligible ** for Cause Termination
Unexercisable portion Continues Stops Stops Stops
of option
Exercisable portion Remains exercisable Remains exercisable Terminates Remains exercisable
of option to end of term to end of term for 30 days

*  Retirement eligibility is defined for purposes of equity awards made after 2012 as at least age 55 with 10 or more years of
TI service or at least age 65. For awards made before 2013, the definition of normal or early retirement eligibility in the
relevant pension plan applies (see “2020 pension benefits”).

** This provision is not applicable to grants made after 2012.

Options may be cancelled if, during the two years after employment termination, the grantee competes with TI or solicits TI
employees to work for another company, or if the grantee discloses TI trade secrets. In addition, for options received while the
grantee was an executive officer, the company may reclaim (or “claw back”) profits earned under grants if the officer engages
in such conduct. These provisions are intended to strengthen retention and provide a reasonable remedy to TI in case of
competition, solicitation of our employees or disclosure of our confidential information.

Options become fully vested if the grantee is involuntarily terminated from employment with TI (other than for cause) within
24 months after a change in control of TI. “Change in control” is defined as provided in the Texas Instruments 2009 Long-
Term Incentive Plan and occurs upon (i) acquisition of more than 50% of the voting stock or at least 80% of the assets of TI or
(i1) change of a majority of the board of directors in a 12-month period unless a majority of the directors then in office endorsed
the appointment or election of the new directors (‘“Plan definition”). These terms are intended to reduce employee uncertainty
and distraction in the period leading up to a change in control, if such an event were to occur.

Stock awards

The “Stock Awards” column in the table of outstanding equity awards at fiscal year-end 2020 are RSU awards. Each RSU
represents the right to receive one share of TI common stock on a stated date (the “vesting date”) unless the award is terminated
earlier under terms summarized below. In general, the vesting date is approximately four years after the grant date. Each RSU
includes the right to receive dividend equivalents, which are paid annually in cash at a rate equal to the amount paid to
stockholders in dividends.

The table below shows the termination provisions of RSUs outstanding as of December 31, 2020.

Employment Termination Due to Death or Permanent Disability Employment Termination Other Circumstances of
or at Least Six Months after Grant When Retirement Eligible For Cause Employment Termination
Vesting continues; shares are paid Grant cancels; no Grant cancels; no
at the scheduled vesting date shares are issued shares are issued
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These termination provisions are intended to promote retention. All RSU awards contain cancellation and clawback provisions
like those described above for stock options. The terms provide that, to the extent permitted by Section 409A of the IRC, the
award vests upon involuntary termination of TI employment within 24 months after a change in control. Change in control is
the Plan definition. These cancellation, clawback and change-in-control terms are intended to conform RSU terms with those of
stock options (to the extent permitted by the IRC) and to achieve the objectives described above in the discussion of stock
options.

In addition to the “Stock Awards” shown in the outstanding equity awards at fiscal year-end 2020 table, Mr. Templeton holds
an award of RSUs that was granted in 1995. The award, for 120,000 shares of TI common stock, vested in 2000. Under the
award terms, the shares will be issued to Mr. Templeton in March of the year after his termination of employment for any
reason. These terms were designed to provide a tax benefit to the company by postponing the related compensation expense
until it was likely to be fully deductible. In accordance with SEC requirements, this award is reflected in the 2020 non-qualified
deferred compensation table.

2020 option exercises and stock vested

The following table lists the number of shares acquired and the value realized as a result of option exercises by the named
executive officers in 2020 and the value of any RSUs that vested in 2020. For option exercises, the value realized is calculated
by multiplying the number of shares acquired by the difference between the exercise price and the market price of TI common
stock on the exercise date. For RSUSs, the value realized is calculated by multiplying the number of RSUs that vested by the
market price of TI common stock on the vesting date.

Option Awards Stock Awards
Number of Number of

Shares Acquired Value Realized Shares Acquired Value Realized
Name on Exercise (#) on Exercise ($) on Vesting (#) on Vesting ($)
R. K. Templeton .......ccceeveevieniieiieieeeeeeeeeeeeeeen, 525,000 $ 50,940,600 92,576 $11,518,306
R.R.LAZArdi o, 22,658 $ 1,354,271 5,668 $ 705213
H.T1AN i, 31,222 $ 2,307,337 23,617 $ 2,938,427
KL M. FIESSNET ..o, 102,653 $ 9,361,105 9,447 $ 1,175,396
H. H. KOzZanian...........cccccveeveevenieneeneeie e, 25,503 § 746,259 9,447 $ 1,175,396
N. ANderskoUV........coevierierieiieieeeeeeee e, 120,204 $ 7,180,966 23,617 $ 2,938,427

2020 pension benefits

The following table shows the present value as of December 31, 2020, of the benefit of the named executive officers under our
qualified defined benefit pension plan (TI Employees Pension Plan) and non-qualified defined benefit pension plans (TI
Employees Non-Qualified Pension Plan (which governs amounts earned before 2005) and TT Employees Non-Qualified
Pension Plan II (which governs amounts earned after 2004)). In accordance with SEC requirements, the amounts shown in the
table do not reflect any named executive officer’s retirement eligibility or any increase in benefits that may result from the
named executive officer’s continued employment after December 31, 2020.

Number of Present Value of Payments
Years Credited Accumulated During Last

Name (1) Plan Name Service (#) Benefit ($) Fiscal Year ($)
R. K. Templeton (2)........ TI Employees Pension Plan 16 (3) $ 1,020,767 (5) —

TI Employees Non-Qualified Pension Plan 16 (3) $ 467,976 (5) —

TI Employees Non-Qualified Pension Plan 11 16 (4) $ 277,402 (5) —
K. M. Flessner (2) .......... TI Employees Pension Plan 43 $ 21,338 (5) —

TI Employees Non-Qualified Pension Plan 4 (3) — —

TI Employees Non-Qualified Pension Plan 11 — — —

(1)  Messrs. Lizardi, Ilan, Kozanian and Anderskouv do not participate in any of the company’s defined benefit pension
plans because they joined TI after these plans were closed to new participants.

(2) In 1997, TI’s U.S. employees were given the choice between continuing to participate in the defined benefit pension
plans or participating in a new enhanced defined contribution retirement plan. Mr. Templeton and Mr. Flessner chose to
participate in the defined contribution plan. Accordingly, their accrued pension benefits under the qualified and non-
qualified plans were frozen (i.e., they will experience no increase attributable to years of service or change in eligible
earnings) as of December 31, 1997. Contributions to the defined contribution plan for Mr. Templeton’s and Mr.
Flessner’s benefits are included in the 2020 summary compensation table.
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(3)  Credited service began on the date the officer became eligible to participate in the plan. Eligibility to participate
began on the earlier of 18 months of employment, or January 1 following the completion of one year of employment.
Accordingly, Mr. Templeton and Mr. Flessner have been employed by TI for longer than the years of credited service
shown in the preceding table.

(4)  Credited service began on the date the named executive officer became eligible to participate in the TI Employees
Pension Plan as described in Note 3.

(5)  The assumptions and valuation methods used to calculate the present value of the accumulated pension benefits shown
are the same as those used by TI for financial reporting purposes and are described in Note 8 to the 2020 financial
statements, except that a named executive officer’s retirement is assumed (in accordance with SEC rules) for purposes of
this table to occur at age 65 and no assumption for termination prior to that date is used. The amount of the lump-sum
benefit earned as of December 31, 2020, is determined using either (i) the Pension Benefit Guaranty Corporation
(PBGC) interest assumption of 0.00% or (ii) the Pension Protection Act of 2006 (PPA) corporate bond yield interest
assumption of 2.81% for the TI Employees Pension Plan and 2.90% for the TI Employees Non-Qualified Pension Plans,
whichever rate produces the higher lump-sum amount. A discount rate assumption of 2.81% for the TI Employees
Pension Plan and 2.90% for the non-qualified pension plans was used to determine the present value of each lump sum.

TI Employees Pension Plan

The TI Employees Pension Plan is a qualified defined benefit pension plan. See “Benefits — Retirement plans” for a discussion
of the origin and purpose of the plan. Employees who joined the U.S. payroll after November 30, 1997, are not eligible to
participate in this plan.

Plan participants are eligible for normal retirement under the terms of the plan at 65 years of age with one year of credited
service. Participants are eligible for early retirement at 55 years of age with 20 years of employment or 60 years of age with
five years of employment. As of December 31, 2020, Mr. Templeton was eligible for early retirement.

Participants may request payment of accrued benefits at termination or any time thereafter. Participants may choose a lump-
sum payment or one of six forms of annuity. In order of largest to smallest periodic payment, the forms of annuity are (i) single
life annuity, (ii) 5-year certain and life annuity, (iii) 10-year certain and life annuity, (iv) joint and 50% survivor annuity,

(v) joint and 75% survivor annuity and (vi) joint and 100% survivor annuity. Participants who do not request payment will
begin to receive benefits in April of the year after reaching the age of 72 in the form of annuity required under the IRC.

The pension formula for the qualified plan is intended to provide a participant with an annual retirement benefit equal to

1.5 percent multiplied by the product of (i) years of credited service and (ii) the average of the five highest consecutive years of
the participant’s base salary plus bonus up to a limit imposed by the IRS, less a percentage (based on the participant’s year of
birth, when the participant elects to retire and the participant’s years of service with TI) of the amount of compensation on
which the participant’s Social Security benefit is based.

If an individual takes early retirement and chooses to begin receiving an annual retirement benefit at that time, such benefit is
reduced by an early retirement factor. As a result, the annual benefit is lower than the one the participant would have received
at age 65.

Participants whose employment terminates due to disability may choose to receive their accrued benefits at any time prior to
age 65. Alternatively, the participant may choose to defer receipt of the accrued benefit until reaching age 65 and then take a
disability benefit. The disability benefit paid at age 65 is based on salary and bonus, years of credited service the participant

would have accrued to age 65 had the participant not become disabled, and disabled status.

The benefit payable in the event of death is based on salary and bonus, years of credited service and age at the time of death,
and may be in the form of a lump sum or annuity at the election of the beneficiary. The earliest date of payment is the first day

of the second calendar month following the month of death.

TI employees non-qualified pension plans

TI has two non-qualified pension plans: the TI Employees Non-Qualified Pension Plan (Plan I), which governs amounts earned
before 2005; and the TI Employees Non-Qualified Pension Plan II (Plan II), which governs amounts earned after 2004. Each is
a non-qualified defined benefit pension plan. See “Benefits — Retirement plans” for a discussion of the purpose of the plans. As
with the qualified defined benefit pension plan, employees who joined the U.S. payroll after November 30, 1997, are not
eligible to participate in Plan I or Plan II. Eligibility for normal and early retirement under these plans is the same as under the
qualified plan (see above). Benefits are paid in a lump sum.
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A participant’s benefits under Plan I and Plan II are calculated using the same formula as described above for the TI Employees
Pension Plan. However, the IRS limit on the amount of compensation on which a qualified pension benefit may be calculated
does not apply. Additionally, the IRS limit on the amount of qualified benefit the participant may receive does not apply to
these plans. Once this non-qualified benefit amount has been determined using the formula described above, the individual’s
qualified benefit is subtracted from it. The resulting difference is multiplied by an age-based factor to obtain the amount of the
lump-sum benefit payable to an individual under the non-qualified plans.

Amounts under Plan I will be distributed when payment of the participant’s benefit under the qualified pension plan
commences. Amounts under Plan IT will be distributed subject to the requirements of Section 409A of the IRC. Because the
named executive officers are among the 50 most highly compensated officers of the company, Section 409A of the IRC
requires that they not receive any lump-sum distribution payment under Plan II before the first day of the seventh month
following termination of employment.

If a participant terminates due to disability, amounts under Plan I will be distributed when payment of the participant’s benefit
under the qualified plan commences. For amounts under Plan II, distribution is governed by Section 409A of the IRC, and the
disability benefit is reduced to reflect the payment of the benefit prior to age 65.

In the event of death, payment under both plans is based on salary and bonus, years of credited service and age at the time of
death and will be in the form of a lump sum. The earliest date of payment is the first day of the second calendar month
following the month of death.

Balances in the plans are unsecured obligations of the company. For amounts under Plan I, in the event of a change in control,
the present value of the individual’s benefit would be paid not later than the month following the month in which the change in
control occurred. For such amounts, “change in control” is defined as (i) acquisition of 20% percent of TI common stock other
than through a transaction approved by the board of directors, or (ii) change of a majority of the board of directors in a 24-
month period unless a majority of the directors then in office have elected or nominated the new directors. For all amounts
accrued under this plan, if a sale of substantially all of the assets of the company occurred, the present value of the individual’s
benefit would be distributed in a lump sum as soon as reasonably practicable following the sale of assets. For amounts under
Plan II, no distribution of benefits is triggered by a change in control.

TI Employees Survivor Benefit Plan

TI’s qualified and non-qualified pension plans provide that upon the death of a retirement-eligible employee, the employee’s
beneficiary receives a payment equal to half of the benefit to which the employee would have been entitled under the pension
plans had the employee retired instead of died. We have a survivor benefit plan that pays the beneficiary a lump sum that, when
added to the reduced amounts the beneficiary receives under the pension plans, equals the benefit the employee would have
been entitled to receive had the employee retired instead of died. Because Mr. Templeton was eligible for early retirement as of
December 31, 2020, his beneficiaries would be eligible for benefits under the survivor benefit plan if he were to die.

2020 non-qualified deferred compensation

The following table shows contributions to each named executive officer’s deferred compensation account in 2020 and the
aggregate amount of his deferred compensation as of December 31, 2020.

Executive Registrant Aggregate Aggregate Aggregate
Contributions Contributions Earnings Withdrawals/ Balance at Last

Name in Last FY ($) (1) in Last FY ($) (2) in Last FY ($) Distributions ($) FYE ($) (5)

R. K. Templeton.......... $ 182,100 $284316 $ 4,818,936 (3) $1,523,119(4)  $21,195,362 (6)

R.R. Lizardi.............. $ 142,500 $ 85,837 $ 54,325 — $ 898,978
H.lan.......cocooenenes, $ 164,358 $ 65,333 $§ 144,284 $ 83,693 $ 1,328,487
K. M. Flessner............ $ 52,500 $ 76,700 $ 43,981 $ 883817 $ 358,982
H. H. Kozanian........... $ 9,000 $ 25,620 $ 10,005 $ 21,250 $ 84,013
N. Anderskouwv............ $ 51,654 $ 89,549 $ 191,580 $ 178,483 $ 712,523

(1)  Amounts shown for Messrs. Templeton and Ilan include a portion of their salary and bonus paid in 2020; for Messrs.
Lizardi, Flessner and Kozanian include a portion of their bonus paid in 2020; and for Mr. Anderskouv include a portion
of his salary paid in 2020.

(2)  Company matching contributions pursuant to the defined contribution plan. These amounts are included in the “All
Other Compensation” column of the 2020 summary compensation table.
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(3)  Consists of: (a) $446,400 in dividend equivalents paid under the 120,000-share 1995 RSU award previously discussed,
settlement of which has been deferred until after termination of employment; (b) a $4,300,800 increase in the value of
the RSU award (calculated by subtracting the value of the award at year-end 2019 from the value of the award at year-
end 2020 (in both cases, the number of RSUs is multiplied by the closing price of TI common stock on the last trading
date of the year)); and (c) a $71,736 gain in Mr. Templeton’s deferred compensation account in 2020. Dividend
equivalents are paid at the same rate as dividends on TI common stock.

(4)  Consists of dividend equivalents paid on the RSU award discussed in Note 3 and a $1,076,719 deferred compensation
plan account distribution.

(5)  All amounts contributed by a named executive officer and by the company in prior years have been reported in the
summary compensation table in previously filed proxy statements in the year earned to the extent he was a named
executive officer for purposes of the SEC’s executive compensation disclosure.

(6)  Of this amount, $19,695,600 is attributable to Mr. Templeton’s 1995 RSU award, calculated as described in Note 3. The
remainder is the balance of his deferred compensation account.

See “Benefits — Retirement plans” for a discussion of the purpose of the plan. An employee’s deferred compensation account
contains eligible compensation the employee has elected to defer and contributions by the company that are in excess of the
IRS limits on (i) contributions the company may make to the enhanced defined contribution plan and (ii) matching
contributions the company may make related to compensation the executive officer deferred into his deferred compensation
account.

Participants in the deferred compensation plan may choose to defer up to (i) 25% of their base salary, (ii) 90% of their
performance bonus and (iii) 90% of profit sharing. Elections to defer compensation must be made in the calendar year prior to
the year in which the compensation will be earned.

During 2020, participants could choose to have their deferred compensation mirror the performance of one or more of the
following mutual funds, each of which is managed by a third party (these alternatives, which may be changed at any time, are
the same as those offered to participants in the defined contribution plans): BlackRock MSCI ACWI ex-U.S. IMI Index
Lendable Fund F, Northern Trust Short Term Investment Fund, Northern Trust Aggregate Bond Index Fund-Lending, Northern
Trust Russell 1000 Value Index Fund-Lending, Northern Trust Russell 1000 Growth Index Fund-Lending, Northern Trust
Russell 2000 Index Fund-Lending, Northern Trust MidCap 400 Index Fund-Lending, BlackRock Equity Index Fund F,
BlackRock (EAFE) (Europe, Australia, Far East) Equity Index Fund F, BlackRock Lifepath Index 2020 Fund F, BlackRock
Lifepath Index 2030 Fund F, BlackRock Lifepath Index 2040 Fund F, BlackRock Lifepath Index 2050 Fund F, BlackRock
Lifepath Index 2025 Fund F, BlackRock Lifepath Index 2035 Fund F, BlackRock Lifepath Index 2045 Fund F, BlackRock
Lifepath Index 2055 Fund F, BlackRock Lifepath Index 2060 Fund F and BlackRock Lifepath Index Retirement Fund F.

From among the available investment alternatives, participants may change their instructions relating to their deferred
compensation daily. Earnings on a participant’s balance are determined solely by the performance of the investments that the
participant has chosen. The company does not guarantee any minimum return on investments. A third party administers the
company’s deferred compensation program.

A participant may request distribution from the plan in the case of an unforeseeable emergency. To obtain an unforeseeable
emergency withdrawal, a participant must meet the requirements of Section 409A of the IRC. Otherwise, balances are paid to
participants pursuant to their distribution elections and are subject to applicable IRC limitations.

Amounts contributed by the company, and amounts earned and deferred by the participant for which there is a valid distribution
election on file, will be distributed in accordance with the participant’s election. Annually participants may elect separate
distribution dates for deferred compensation attributable to a participant’s (i) bonus and profit sharing and (ii) salary.
Participants may elect that these distributions be in the form of a lump sum or annual installments to be paid out over a period
of five or ten consecutive years. Amounts for which no valid distribution election is on file will be distributed three years from
the date of deferral.

In the event of the participant’s death, payment will be in the form of a lump sum and the earliest date of payment is the first

day of the second calendar month following the month of death. For any other circumstance resulting in termination of
employment, payments are distributed in accordance with the participant’s valid distribution election.
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Like the balances under the non-qualified defined benefit pension plans, deferred compensation balances are unsecured
obligations of the company. For amounts earned and deferred prior to 2010, a change in control does not trigger a distribution
under the plan. For amounts earned and deferred after 2009, distribution occurs, to the extent permitted by Section 409A of the
IRC, if the participant is involuntarily terminated within 24 months after a change in control. Change in control is the Plan
definition.

Potential payments upon termination or change in control

None of the named executive officers has an employment contract with the company. They are eligible for benefits on generally
the same terms as other U.S. employees upon termination of employment or change in control of the company. TI does not
reimburse executive officers for any income or excise taxes that are payable by the executive as a result of payments relating to
termination or change in control. For a discussion of the impact of these programs on the compensation decisions for 2020, see
“Analysis of compensation determinations — Total compensation” and “Compensation following employment termination or
change in control.”

Termination

The following programs may result in payments to a named executive officer whose employment terminates. Most of these
programs have been discussed above.

Bonus

Our policies concerning bonus and the timing of payments are described under “Compensation philosophy and elements.”
Whether a bonus would be awarded under other circumstances and in what amount would depend on the facts and
circumstances of termination and is subject to the Compensation Committee’s discretion. If awarded, bonuses are paid by the
company.

Qualified and non-qualified defined benefit pension plans

The purposes of these plans are described under “Benefits — Retirement plans.” The formula for determining benefits, the forms
of benefit and the timing of payments are described under “2020 pension benefits.” The amounts disbursed under the qualified
and non-qualified plans are paid, respectively, by the TI Employees Pension Trust and the company.

Survivor benefit plan

The purpose of this plan, along with the formula for determining the amount of benefit, the form of benefit and the timing of
payments, are described under “2020 pension benefits — TI Employees Survivor Benefit Plan.” Amounts distributed are paid by
the TI Employees Health Benefit Trust.

Deferred compensation plan

The purpose of this plan is described under “Benefits — Deferred Compensation.” The amounts payable under this program
depend solely on the performance of investments that the participant has chosen. The timing of payments is discussed under
2020 non-qualified deferred compensation” and except in the case of death, payments are made according to the participant’s
distribution election. Amounts distributed are paid by the company.

Equity compensation

Depending on the circumstances of termination, grantees whose employment terminates may retain the right to exercise
previously granted stock options and receive shares under outstanding RSU awards as described in the discussion following the
outstanding equity awards at fiscal year-end 2020 table. RSU awards include a right to receive dividend equivalents. The
dividend equivalents are paid annually by the company in a single cash payment after the last dividend payment of the year.

Perquisites

Financial counseling is provided to executive officers for a transition period following retirement. Otherwise, no perquisites
continue after termination of employment.
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In the case of a resignation pursuant to a separation agreement, employees above a certain job grade level, including executive
officers, might be offered a 12-month paid leave of absence before termination, in exchange for a non-compete and non-
solicitation commitment and a release of claims against the company. The leave period will be credited to years of service
under the pension plans described above. During the leave, the executive officer’s stock options will continue to become
exercisable and his or her RSUs will continue to vest. Amounts paid to an individual during a paid leave of absence are not
counted when calculating benefits under the qualified and non-qualified pension plans.

In the case of a separation agreement in which the executive officer will be at least 50 years old and have at least 10 years

of employment with the company on his or her last day of active employment before beginning the paid leave of absence, the
separation agreement will typically include an unpaid leave of absence, to commence at the end of the paid leave and end when
the executive officer has reached age 55 (bridge to retirement). During the bridge to retirement, the executive officer will
continue to accrue years of service under the qualified and non-qualified pension plans described above. Stock options will
continue to become exercisable and RSUs will remain in effect.

Change in control

Our only program, plan or arrangement providing benefits triggered by a change in control is the TI Employees Non-Qualified
Pension Plan. A change in control at December 31, 2020, would have accelerated payment of the balance under that plan. See
2020 pension benefits — TI employees non-qualified pension plans” for a discussion of the purpose of change in control
provisions of that plan as well as the circumstances and the timing of payment.

Upon a change in control there is no acceleration of vesting of stock options and RSUs granted after 2009. Only upon an
involuntary termination (not for cause) within 24 months after a change in control of TI will the vesting of such stock options
and RSUs accelerate. See the discussion following the outstanding equity awards at fiscal year-end 2020 table for further
information concerning change in control provisions relating to stock options and RSUs.
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The table below shows as of December 31, 2020, the potential payments upon termination or change in control for each of the

named executive officers.

Resignation;
Involuntary
Involuntary Termination
Termination (not for Change
Form of Compensation Disability Death for Cause Cause) Retirement in Control
R. K. Templeton (1)
Qualified Defined Benefit Pension Plan ........ $ 1,102,940(2) $  557,084(3) $ 1,112,181 (4) $ 1,112,181 (4) $ 1,112,181 (4) —
Non-Qual. Defined Benefit Pension Plan ...... $  609,677(5) $§ 256,240(3) $ 511,567(4)$  S511,567(4) § 511,567(4) $ 511,567 (4)
Non-Qual. Defined Benefit Pension Plan II... § 217,182 (5) $ 151,800 3) § 303,240(4)$  303,240(4) S 303,240 (4) —
Survivor Benefit Plan ..........cccccooveveiieiinenennns — $ 961,774 (6) — — — —
— $ 1,499,762 —

.'$ 58.417,150 (8) $ 58,417,150 (8) $19,695,600 (9) $ 58,417,150 (10)

Stock OPLIONS ....cevvveieiieieieiceireieeeeeenne $252,094,233 (11) $252,094,233 (11) — $252,094,233 (11)
R. K. Templeton Total ..................... $312,441,182 $313,938,133 $21,622,588 $312,438,371

R. R. Lizardi

Qualified Defined Benefit Pension Plan......... — — — —

Non-Qual. Defined Benefit Pension Plan ...... — — — —

Non-Qual. Defined Benefit Pension Plan II... — — — —

Survivor Benefit Plan ..........ccccoveeiinnnnne — — — —

Deferred Compensation (7) .......ccccevveevevevenene. — $ 898,978 — —

RSUS it $ 10,362,840 (8) $ 10,362,840 (8) — —

Stock Options .. $ 10,306,137 (11) $ 10,306,137 (11) — $ 2,409,904 (12)
R. R. Lizardi Total ...........c.coeuenenene $ 20,668,977 $ 21,567,955 — $ 2,409,904

H. Ilan

Qualified Defined Benefit Pension Plan......... — — — —

Non-Qual. Defined Benefit Pension Plan ...... — — — —

Non-Qual. Defined Benefit Pension Plan II... — — — —

Survivor Benefit Plan ..........cccoveeicnnnnne — — — —

Deferred Compensation (7). . — $ 1,328,487 — —

RSUS ittt $ 12,271,508 (8) $ 12,271,508 (8) — —

Stock OPLioNS ....cveveiieieeeieeieieeeieeeeeeieeeenne $ 21,526,929 (11) $ 21,526,929 (11) — $ 10,251,065 (12)
H. Han Total ...........occcoeervvnnne $ 33,798,437 $ 35,126,924 — $ 10,251,065

K. M. Flessner

Qualified Defined Benefit Pension Plan ........ $ 19,671(4) $ 19,671 (4)

30,953 (2) $ 9,119(3) $
Non-Qual. Defined Benefit Pension Plan ...... — — — —
Non-Qual. Defined Benefit Pension Plan II... — — — —
Survivor Benefit Plan ...........ccccooovevieeeiennnne — — — —
Deferred Compensation (7) — $ 358,982 — —
.8 7,147,205(8) $ 7,147,205 (8) —
Stock Options $ 11,325,366 (11) $ 11,325,366 (11) —
K. M. Flessner Total......................... $ 18,503,524 $ 18,840,672 $
H. H. Kozanian
Qualified Defined Benefit Pension Plan ........ — — — —
Non-Qual. Defined Benefit Pension Plan ...... — — — —
Non-Qual. Defined Benefit Pension Plan II... — — — —
Survivor Benefit Plan ........cccoccoveviinininns — — — —
Deferred Compensation (7). . — $ 84,013 — —
.8 6319,333(8) $ 6,319,333 (8) — —
. $ 4905,035(11) $ 4,905,035 (11) — —
H. H. Kozanian Total .................... $ 11,224,368 $ 11,308,381 — —
N. Anderskouv
Qualified Defined Benefit Pension Plan ........ — — — —
Non-Qual. Defined Benefit Pension Plan ...... — — — —
Non-Qual. Defined Benefit Pension Plan II... — — — —
Survivor Benefit Plan ..........ccccoveeiininnnne — — — —
Deferred Compensation (7). . — $ 712,523 — —
.8 11,831,475(8) $ 11,831,475 (8) — —

$ 4,107,919 (12)
$ 4,127,590

$ 58,417,150 (10) $ 19,695,600 (9)
$252,094,233 (11) —

$312,438371  $20,207,167
$ 19,671(4) —
$ 19,671 —

Stock Options .....c.ccceveveunee. .. $ 10,815,811 (11) $ 10,815,811 (11) — — — —
N. Anderskouv Total........................ $ 22,647,286 $ 23,359,809 — — — —
(1)  Mr. Templeton was retirement eligible for purposes of TI’s defined benefit pension plans and under the terms of his

equity compensation awards as of December 31, 2020.

2

The amount shown is the lump-sum benefit payable at age 65 to the named executive officer in the event of termination

as of December 31, 2020, due to disability, assuming the named executive officer does not request payment of his
disability benefit until age 65. The assumptions used in calculating these amounts are the same as the age-65 lump-sum
assumptions used for financial reporting purposes for the company’s audited financial statements for 2020 and are

described in Note 5 to the 2020 pension benefits table.

2021 PROXY STATEMENT « PAGE 42



3

“

)

(6)
(7

®)

&)

(10)

)

(12)

Value of the benefit payable in a lump sum to the executive officer’s beneficiary calculated as required by the terms of
the plan assuming the earliest possible payment date. The plan provides that in the event of death, the beneficiary
receives 50% of the participant’s accrued benefit, reduced by the age-applicable joint and 50% survivor factor.

Lump-sum value of the accrued benefit as of December 31, 2020, calculated as required by the terms of the plans
assuming the earliest possible payment date.

The amount shown is the lump-sum benefit payable at age 65, in the case of the Non-Qualified Defined Benefit Pension
Plan, or separation from service in the case of Plan II. The assumptions used are the same as those described in Note 2.

Calculated as required by the terms of the plan assuming the earliest possible payment date.

In the event of death, a participant’s deferred compensation balance becomes payable immediately. The amount shown
in the column titled “Death” is the balance as of December 31, 2020, under the non-qualified deferred compensation
plan. For all separation events other than death, balances are distributed in accordance with the participant’s distribution
election as discussed in the narrative following the 2020 non-qualified deferred compensation table.

Calculated by multiplying the number of outstanding RSUs by the closing price of TI common stock as of December 31,
2020 ($164.13). In the event of termination due to disability or death, all outstanding awards will continue to vest
according to their terms. See the first table under “Outstanding equity awards at fiscal year-end 2020 for the number of
unvested RSUs as of December 31, 2020, and the related discussion following that table of an additional outstanding
RSU award held by Mr. Templeton.

Calculated by multiplying the previously discussed 120,000 vested RSUs by the closing price of TI common stock as of
December 31, 2020 ($164.13).

Due to retirement eligibility, calculated by multiplying the number of outstanding RSUs held at such termination by the
closing price of TI common stock as of December 31, 2020 ($164.13). RSU awards stay in effect and pay out shares
according to the vesting schedule.

Calculated as the difference between the grant price of all outstanding in-the-money options and the closing price of T1
common stock as of December 31, 2020 ($164.13), multiplied by the number of shares under such options as of
December 31, 2020.

Calculated as the difference between the grant price of all exercisable in-the-money options and the closing price of TI
common stock as of December 31, 2020 ($164.13), multiplied by the number of shares under such options as of
December 31, 2020.

Pay ratio

For 2020, the median of annual total compensation of all employees of our company (other than our CEO), was $74,102. The
annual total compensation of our CEO was $19,081,790. Based on this information, the ratio of the annual total compensation
of our CEO to the median of the annual total compensation of all employees was approximately 258 to 1.

To identify the median of the annual total compensation of all our employees, as well as to determine the annual total
compensation of the “median employee,” we used the following methodology and material assumptions, adjustments and
estimates:

We selected October 26, 2020, as the date upon which we would identify the “median employee.”

As of this date, our employee population consisted of approximately 29,568 individuals working at the company and
consolidated subsidiaries, excluding employees on leaves of absence who are not expected to return to work.

To identify the “median employee,” we used base salary and profit sharing information, each of which is paid to all
employees. Salaries were annualized for all permanent employees who were employees for less than the full fiscal
year or who were on an unpaid leave of absence during a portion of the year.

We identified and calculated the elements of the median employee’s compensation for 2020 in accordance with the
requirements of Item 402(c)(2)(x) of Regulation S-K, including the value of the employee’s health and welfare
benefits (estimated for the employee and the employee’s eligible dependents) and retirement-related benefits.

We applied the exchange rate that we utilize in our payroll system, as of the identification date, to convert foreign
currency to U.S. dollars.

The annual total compensation of our CEO is the amount reported in the “Total” column of our 2020 summary compensation
table, adding in the value of health and welfare benefits (estimated for our CEO and his eligible dependents) and retirement-
related benefits. This resulted in annual total compensation for purposes of determining the ratio in the amount of $19,081,790.
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Audit Committee report
The Audit Committee of the board of directors has furnished the following report:

As noted in the committee’s charter, TI management is responsible for preparing the company’s financial statements. The
company’s independent registered public accounting firm is responsible for auditing the financial statements. The activities of
the committee are in no way designed to supersede or alter those traditional responsibilities. The committee’s role does not
provide any special assurances with regard to TI’s financial statements, nor does it involve a professional evaluation of the
quality of the audits performed by the independent registered public accounting firm.

The committee has reviewed and discussed with management and the independent accounting firm, as appropriate, (1) the
audited financial statements and (2) management’s report on internal control over financial reporting and the independent
accounting firm’s related opinions.

The committee has discussed with the independent registered public accounting firm, Ernst & Young, the required
communications specified by auditing standards together with guidelines established by the SEC and the Sarbanes-Oxley Act.

The committee has received the written disclosures and the letter from the independent registered public accounting firm
required by the applicable requirements of the Public Company Accounting Oversight Board, regarding the independent
registered public accounting firm’s communications with the Audit Committee concerning independence, and has discussed
with Ernst & Young the firm’s independence.

Based on the review and discussions referred to above, the committee recommended to the board of directors that the audited
financial statements be included in the company’s annual report on Form 10-K for 2020 for filing with the SEC.

Mark A. Blinn, Chair Janet F. Clark Jean M. Hobby Michael D. Hsu

Proposal to ratify appointment of independent registered public accounting firm

The Audit Committee of the board has the authority and responsibility for the appointment, compensation, retention and
oversight of the work of TI’s independent registered public accounting firm. The Audit Committee has appointed Ernst &
Young LLP to be TI’s independent registered public accounting firm for 2021.

TI has engaged Ernst & Young or a predecessor firm to serve as the company’s independent registered public accounting firm
for over 60 years. In order to assure continuing auditor independence, the Audit Committee periodically considers whether the
annual audit of TI’s financial statements should be conducted by another firm.

The lead audit partner on the T engagement serves no more than five consecutive years in that role, in accordance with SEC
rules. The Audit Committee Chair and management have direct input into the selection of the lead audit partner.

The members of the Audit Committee and the board believe that the continued retention of Ernst & Young to serve as the
company’s independent registered public accounting firm is in the best interest of the company and its investors. Consequently,
the board asks the stockholders to ratify the appointment of Ernst & Young. If the stockholders do not ratify the appointment,
the Audit Committee will consider whether it should appoint another independent registered public accounting firm.

Representatives of Ernst & Young are expected to be present and available to respond to appropriate questions at the annual
meeting. They have the opportunity to make a statement if they desire to do so; they have indicated that, as of this date, they do

not.

The fees for services provided by Ernst & Young to the company are described below:

2020 2019
AUAIE .ttt et $ 9,884,000 $9,925,000
AUIt-REIAtEd ....ceiiieiiiiiciicc e $ 763,000 $ 796,000
K e $2,372,000 $ 1,515,000
AL OTRET .ttt et $ 29,000 $ 25,000
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The services provided were as follows:

Audit: our annual audit, including the audit of internal control over financial reporting, reports on Form 10-Q, assistance with
public debt offerings, statutory audits required internationally and accounting consultations.

Audit-related: including employee benefit plan audits and certification procedures relating to compliance with local-
government or other regulatory standards for various non-U.S. subsidiaries.

Tax: professional services for tax compliance (preparation and review of income tax returns and other tax-related filings) and
tax advice on U.S. and foreign tax matters.

All Other: TI Foundation audit and training.
Pre-approval policy. The Audit Committee is required to pre-approve the audit and non-audit services to be performed by the

independent registered public accounting firm to assure that the provision of such services does not impair the firm’s
independence.

Annually the independent registered public accounting firm and the director of internal audits present to the Audit Committee
services expected to be performed by the firm over the next 12 months. The Audit Committee reviews and, as it deems
appropriate, pre-approves those services. The services and estimated fees are presented to the Audit Committee for
consideration in the following categories: Audit, Audit-related, Tax and All Other (each as defined in Schedule 14A of the
Securities Exchange Act). For each service listed in those categories, the committee receives detailed documentation indicating
the specific services to be provided. The term of any pre-approval is 12 months from the date of pre-approval, unless the Audit
Committee specifically provides for a different period. The Audit Committee reviews on at least a quarterly basis the services
provided to date by the firm and the fees incurred for those services. The Audit Committee may revise the list of pre-approved
services and related fees from time to time, based on subsequent determinations.

In order to respond to time-sensitive requests for services that may arise between regularly scheduled meetings of the Audit
Committee, the committee has delegated pre-approval authority to its Chair (the Audit Committee does not delegate to
management its responsibilities to pre-approve services). The Chair reports pre-approval decisions to the Audit Committee and
seeks ratification of such decisions at the Audit Committee’s next scheduled meeting.

The Audit Committee or its Chair pre-approved all services provided by Ernst & Young during 2020.

The board of directors recommends a vote FOR ratification of the appointment of Ernst & Young LLP as the
company’s independent registered public accounting firm for 2021.

Stockholder proposal regarding right to act by written consent

Mr. John Chevedden, 2215 Nelson Avenue #205, Redondo Beach, CA 90278-2453, the beneficial owner of 40 shares of the
company’s common stock, has given notice that he or his designee intends to present the following nonbinding, advisory
proposal at the Annual Meeting. The board of directors opposes the stockholder proposal for the reasons set forth below the
proposal.

Proxies solicited by management will be voted against the stockholder proposal below unless stockholders specify a contrary
choice in their proxies.

In accordance with applicable rules of the SEC, we have set forth Mr. Chevedden’s proposal below.

Shareholder Right to Act by Written Consent — Proposal 4
Shareholders request that our board of directors undertake such steps as may be necessary to permit written consent by
shareholders entitled to cast the minimum number of votes that would be necessary to authorize the action at a meeting at

which all shareholders entitled to vote thereon were present and voting. This includes shareholder ability to initiate any
appropriate topic for written consent.
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Hundreds of major companies enable shareholder action by written consent. This proposal topic won majority shareholder
support at 13 large companies in a single year. This included 67%-support at both Allstate and Sprint. This proposal topic also
won 63%-support at Cigna Corp. (CI) in 2019. This proposal topic would have received higher votes than 63% to 67% at these
companies if more shareholders had access to independent proxy voting advice.

It is important to adopt this proposal because Texas Instruments shareholders also do not have the right to call a special
meeting.

Taking action by written consent in place of a meeting is a means shareholders can use to raise important matters outside the
normal annual meeting cycle like the election of a new director.

It is also more important than ever to be able to replace a director through written consent because it is almost impossible to get
a Board of Directors to remove a director who gets a failed vote at the regular annual shareholder meeting. Too many Board of
Directors have found ways to keep marginal directors on the Board who fail to obtain even a minimal 51%-vote when they are
the only candidate.

The Bank of New York Mellon Corporation (BK) said it adopted written consent in 2019 after 45%- support (less than a
majority vote) for a written consent shareholder proposal.

A shareholder right to act by written consent might be a way to motive some of our poorer performing directors. For instance
Carrie Cox and Todd Bluedorn each received more than 297 million against votes at our 2019 annual meeting. This compares
unfavorably to the only 2 million against votes that Martin Craighead received.

It is also important to adopt written consent to make up for loss of the right of shareholders to an in- person annual shareholder
meeting.

With the near universal use of internet annual shareholder meetings starting in 2020 shareholders no longer have the right to
discuss concerns with other shareholders and with their directors at a shareholder meeting which can now be an internet
meeting which is an inferior format to a Zoom meeting.

Shareholders are also severely restricted in making their views known at internet shareholder meetings because all critical
questions and comments can be screened out at an internet meeting. For instance Goodyear management hit the mute button
right in the middle of a formal shareholder proposal presentation at its 2020 shareholder meeting due to a well-deserved critical
statement that Goodyear management did not want to hear.

Please vote yes:
Shareholder Right to Act by Written Consent - Proposal 4

The board of directors recommends a vote “AGAINST” this proposal for the following reasons:

e  Written consent shortcuts debate on key company decisions and can disenfranchise stockholders. Delaware law
and SEC rules provide a meeting framework that promotes informed and deliberate engagement among a company’s
stockholders. Action by written consent ignores that framework. When stockholders are asked to take action at a
meeting, those soliciting votes are obligated to provide materials that inform the stockholder of the actions to be
considered and the consequences of any outcomes. That obligation is not required of written consent solicitations, with
the result that stockholders could be requested to take action without all necessary information and without appropriate
time to deliberate. Written consent further disenfranchises stockholders by eliminating the requirement that all
stockholders participate in key corporate decisions. Because only some stockholders need be solicited for their
consent, others lose the opportunity to engage on the requested action.

e Stockholders already have several methods through which they can influence company practices without acting
by written consent. Primarily, our annual stockholder meeting provides an opportunity for stockholders to provide
direct feedback by voting on director nominees, executive compensation, auditor selection and other matters that come
before the meeting, or to ask questions of management. If stockholders make the board or management aware of
events warranting stockholder action between annual meetings, the by-laws permit the Chairman, CEO, or Secretary to
call a special meeting of stockholders. Stockholders may also bring specific items of business before the company and
other stockholders by submitting proposals for inclusion in the company’s proxy materials to be voted on at the
meeting, or to be voted on at the meeting without being included in company proxy materials. Company by-laws also
allow stockholders to nominate directors at the meeting or using proxy access.
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e  Written consent is unnecessary because our stockholders already communicate with the board of directors and
management. TI has a robust investor engagement program that allows stockholders to ask questions of and express
their opinion to TI management and the board. Our investor relations team regularly engages with stockholders to
answer questions and seek feedback regarding our business operations, both at investor events and meetings as well as
through direct communication with our investor relations team. As part of TI’s governance, compensation,
environmental and social outreach program, members of TI management annually engage with top stockholders to
listen to their views and get feedback on these programs. Given these robust engagement opportunities for
stockholders, a written consent right is unnecessary.

e The company has been responsive to stockholder feedback it has received through existing communication
channels. Using the communication channels described above, stockholders have provided the company feedback on
its practices, and where appropriate, the company has responded. For example, our two directors who received low
stockholder support in 2019 due to stockholder concern about their other public company board commitments received
more than 97% in 2020. The increase in stockholder support is attributable to the directors’ reducing their number of
non-TI board commitments, despite the fact that those additional outside commitments were within the company’s
established guidelines.

For these reasons, the board of directors recommends a vote “AGAINST” this proposal.

Additional information
Voting securities

As stated in the notice of annual meeting, holders of record of the common stock at the close of business on February 22, 2021,
may vote at the meeting or any adjournment of the meeting. As of February 22, 2021, 923,008,297 shares of TI common stock
were outstanding. This is the only class of capital stock entitled to vote at the meeting. Each holder of common stock has one
vote for each share held.

Security ownership of certain beneficial owners
The following table shows the only persons who have reported beneficial ownership of more than 5% of the common stock of

the company by virtue of filing a schedule 13G with the SEC. Persons generally “beneficially own” shares if they have the right
to either vote those shares or dispose of them. More than one person may be considered to beneficially own the same shares.

Shares Owned at Percent
Name and Address December 31, 2020 of Class
The Vanguard Group
100 Vanguard Blvd.
Malvern, PA 19355 ..o 84,632,052 (1) 9.22%
BlackRock, Inc.
55 East 52" Street
NeW YOrk, NY 10055, ... ..ot 70,89,730 (2) 7.70%

(1)  According to its Form 13G filing, The Vanguard Group has shared voting power for 1,561,307 shares, sole dispositive
power for 80,505,280 shares, and shared dispositive power for 4,126,772 shares.

(2)  According to its Form 13G filing, BlackRock, Inc. has sole voting power for 60,835,380 shares and sole dispositive
power for 70,859,730 shares.
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Security ownership of directors and management

The following table shows the beneficial ownership of TI common stock by directors, the named executive officers and all
executive officers and directors as a group. Each director and named executive officer has sole voting power (except for shares
obtainable within 60 days, shares subject to RSUs and shares credited to deferred compensation accounts as detailed in the
footnotes to the table) and sole investment power with respect to the shares owned. The table excludes shares held by a family
member if a director or executive officer has disclaimed beneficial ownership. No director or executive officer has pledged
shares of TI common stock.

Shares Owned at Percent of
Name December 31, 2020 Class
Directors (1)
M. AL BNttt 25,672 *
T. M. BIUCAOIN ..ottt e 11,102 *
JoF . CIATK ettt 36,400 *
S COX ittt ettt et ettt ettt ettt eae e, 59,451 *
M. S, Crai@head........ooeieieiieeee e, 18,066 *
Jo ML HODDY et 16,928 *
ML D HSU ettt et ettt 2,687 *
RuKIIK ottt 61,429 *
P H. PatSICY oot e 143,321 *
RUE. SANCREZ.......oiiieeeeeeeeeeeee e, 73,336 *
R. K. TempPleton (2)...cceeeeeeieeeieieeiieie ettt sttt eaee e neeens 3,429,639 *
Management (3)
R R LAZATAL oot 185,667 *
= R 1 1 PSSPt 307,349 *
) Y B B (Y] 1 1<) SRR 167,384 *
H. H. KOZANIAN ......cvviiiiiiiiciceiiee e 73,675 *
N ANAEISKOUV ... et 163,623 *
All executive officers and directors as a group (4) .....coeeeeveeveevveereeeeeneennenns 5,631,984 *
*  less than 1%.
(1)  Included in the shares owned shown above are:
Shares
Credited
to Deferred
Shares Obtainable RSUs Compensation
Directors within 60 Days (in Shares) (a) Accounts (b)
M. A.BlinN ..ot 4,703 11,901 9,068
T. M. Bluedorn ........ccccoeeveeienieniieieeieeenene 6,472 4,630 —
JoF. Clark....coooviiieieieeeeeeeee e 22,527 7,780 6,093
C. S COXutrinitiiieeiietee et 22,527 30,926 2,859
M. S. Craighead.........ccoccvvverieieiinieeenene 3,243 3,723 —
J. M. HOBDY .o 12,537 3,891 —
M. D. HSU .o — 2,064 632
RUKIrK oo 45,365 3,891 4,160
P. H. Patsley....cccocevievieiieiecieeeeeeeeeeen 60,114 5,891 52,281
R.E. Sanchez........cccoocevveviiiiiiiiieieeie, 45,365 7,633 9,932
R. K. Templeton .......cccoeevveveeeeenieiieieeienenn 2,346,973 355,920 —

(@)  The non-employee directors’ RSUs granted before 2007 are settled in TI common stock generally upon the
director’s termination of service provided he or she has served at least eight years or has reached the company’s
retirement age for directors. RSUs granted after 2006 are settled in TI common stock generally upon the fourth
anniversary of the grant date.

(b)  The shares in deferred compensation accounts are issued following the director’s termination of service.

(2) Includes 13,013 shares credited to Mr. Templeton’s 401(k) account and 529,004 shares held by the Richard and Mary
Templeton Foundation, a charitable foundation. Mr. Templeton has no pecuniary interest in the Foundation’s shares.
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(3)  Included in the shares owned shown above are:

Shares Obtainable Shares Credited
Executive Officer within 60 Days to 401(k) Account RSUs (in Shares)
R.R.Lizardi ..ccooovieiiiiiececeeceeeees 104,096 — 63,138
HoTlan oo 232,582 — 74,767
K. M. FIESSNET ....oooviiiviiciiccrieeieecieeeiee 114,267 — 43,546
H. H. Kozanian ..........cccoceeeeevieeineecneeenen, 35,173 — 38,502
N. Anderskouv.......ccccoeveeeveeiiieeiiiiiiieeieeas 87,146 — 72,086

(4)  Includes:
(a) 3,742,718 shares obtainable within 60 days;
(b) 13,636 shares credited to 401(k) accounts;
(¢) 949,954 shares subject to RSU awards; for the terms of these RSUSs, see pages 18 and 35-36; and

(d) 96,537 shares credited to certain non-employee directors’ deferred compensation accounts; shares in deferred
compensation accounts are issued following a director’s termination of service.

Related person transactions

Because we believe that company transactions with directors and executive officers of TI or with persons related to TI directors
and executive officers present a heightened risk of creating or appearing to create a conflict of interest, we have a written
related person transaction policy that has been approved by the board of directors. The policy states that TI directors and
executive officers should obtain the approvals or ratifications specified below in connection with any related person transaction.
The policy applies to transactions in which:

1. TI or any TI subsidiary is or will be a participant;
The amount involved exceeds or is expected to exceed $120,000 in a fiscal year; and
3. Any of the following (a “related person”) has or will have a direct or indirect interest:
(a) A TI director or executive officer, or an Immediate Family Member of a director or executive officer;

(b) A stockholder owning more than 5% of the common stock of TI or an Immediate Family Member of such
stockholder, or, if the 5% stockholder is not a natural person, any person or entity designated in the Form
13G or 13D filed under the SEC rules and regulations by the 5% stockholder as having an ownership
interest in T1I stock (individually or collectively, a “5% holder”); or

(c)  An entity in which someone listed in (a) above has a 5% or greater ownership interest, by which someone
listed in (a) is employed, or of which someone listed in (a) is a director, principal or partner.

For purposes of the policy, an “Immediate Family Member” is any child, stepchild, parent, stepparent, spouse, sibling, mother-
in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, sister-in-law or any person (other than a tenant or employee)

sharing the household of a TI director, executive officer or 5% holder.

The policy specifies that a related person transaction includes, but is not limited to, any financial transaction, arrangement or
relationship (including any indebtedness or guarantee of indebtedness) or any series of similar transactions or arrangements.
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The required approvals are as follows:

Arrangement Involving: Approval Required by:

Executive officer who is also a member of the TI board, an Immediate GSR Committee
Family Member of such person, or an entity in which any of the
foregoing has a 5% or greater ownership interest

Chair of the GSR Commiittee, chief compliance officer, any of his or her GSR Committee
Immediate Family Members, or an entity in which any of the foregoing
has a 5% or greater ownership interest

Any other director or executive officer, an Immediate Family Member of Chief Compliance Officer
such person, or an entity in which any of the foregoing has a 5% or greater in consultation with the
ownership interest Chair of the GSR Committee
A 5% holder GSR Committee

No member of the GSR Committee will participate in the consideration of a related person arrangement in which such member
or any of his or her Immediate Family Members is the related person.

The approving body or persons will consider all of the relevant facts and circumstances available to them, including (if
applicable) but not limited to: the benefits to the company of the arrangement; the impact on a director’s independence; the
availability of other sources for comparable products or services; the terms of the arrangement; and the terms available to
unrelated third parties or to employees generally. The primary consideration is whether the transaction between TI and the
related person (a) was the result of undue influence from the related person or (b) could adversely influence or appear to
adversely influence the judgment, decisions or actions of the director or executive officer in meeting TI responsibilities or
create obligations to other organizations that may come in conflict with responsibilities to TI.

No related person arrangement will be approved unless it is determined to be in, or not inconsistent with, the best interests of
the company and its stockholders, as the approving body or persons shall determine in good faith.

The chief compliance officer will provide periodic reports to the committee on related person transactions. Any related person
transaction brought to the attention of the chief compliance officer or of which the chief compliance officer becomes aware that
is not approved pursuant to the process set forth above shall be terminated as soon as practicable.

The board has determined that the following types of transactions pose little risk of a conflict of interest and therefore has
deemed them approved:

»  Compensation paid to a TI director or executive officer for services as such, or where the sole interest in a related
person transaction of a TI director, executive officer or 5% holder is their position as such;

*  Transactions where the rates or charges involved are determined by competitive bids, involve the rendering of services
as a common or contract carrier, or public utility, at rates or charges fixed in conformity with law or governmental
authority;

» Transactions involving services as a bank depository of funds, transfer agent, registrar, trustee under a trust indenture
or similar services;
* Interests of a related person arising only from:
©  the direct or indirect ownership in another party to the transaction and that ownership, when combined with the
ownership of all the other individuals specified in 3(a)-(c) above, is less than 5% of the outstanding equity of such
party;
© aninterest as a limited partner in a partnership, and that ownership interest, when combined with all the other

ownership interests of the other individuals specified in 3(a)-(c) above, is less than 5% of the total ownership
interest of the limited partnership;

© their position as a director of another corporation or organization;
©  the ownership of TI stock and all holders of that class of stock receive the same benefit on a pro-rata basis;

» Transactions in the ordinary course of business where the only relationship of a TI director or executive officer, or
their Immediate Family Member, is as an employee (other than an executive officer) and/or less than a 10% beneficial
owner of the other entity if (i) the TI director or executive officer is not involved in negotiating the terms of the
transaction and (ii) amounts involved for the fiscal year do not exceed the greater of $200,000 or 2 percent of the
entity’s consolidated gross revenues for that year;
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*  Charitable contributions, grants or endowments by TI or the TI Foundation to an entity where the only relationship of
the TI director or executive officer, or their Immediate Family Member, is as a trustee or employee (other than as an
executive officer) if the aggregate payments for the fiscal year do not exceed the greater of $200,000 or 2% of the
recipient’s consolidated gross revenues for that year. “Payments” exclude payments arising solely from investments in
TI stock, payments under the TI Director Award Program and payments under non-discretionary charitable
contribution matching programs; and

»  Transactions involving the employment of an Immediate Family Member of a TI director or executive officer if such
director or executive officer does not participate in the decisions regarding the hiring, performance evaluation or
compensation of the Immediate Family Member and such hiring, performance evaluation or compensation is
determined on a basis consistent with TI’s human resources policies.

During 2020, two sons of R. Gregory Delagi (Senior Vice President through February 5, 2020) were employed in our facilities
and manufacturing organizations. Mr. Delagi was not involved in any decisions regarding his sons’ employment at TI, and their
compensation was consistent with that of similarly situated employees and was determined on a basis consistent with the
company’s human resources policies.

Compensation committee interlocks and insider participation

During 2020, Mr. Craighead and Mses. Cox and Patsley served on the Compensation Committee. No committee member

(1) was an officer or employee of TI, (ii) was formerly an officer of TI or (iii) had any relationship requiring disclosure under
the SEC’s rules governing disclosure of related person transactions (Item 404 of Regulation S-K). No executive officer of T1
served as a director or member of the compensation committee of another entity, one of whose directors or executive officers
served as a member of our board of directors or a member of the Compensation Committee.

Cost of solicitation

The solicitation is made on behalf of our board of directors. TI will pay the cost of soliciting these proxies. We will reimburse
brokerage houses and other custodians, nominees and fiduciaries for reasonable expenses they incur in sending these proxy
materials to you if you are a beneficial holder of our shares.

Without receiving additional compensation, directors, officers and employees of TI may solicit proxies personally, by
telephone, fax or email, from some stockholders if proxies are not promptly received. We have also hired Georgeson Inc. to
assist in the solicitation of proxies at a cost of $12,500 plus out-of-pocket expenses.

Stockholder proposals and nominations for 2022

The table below shows the deadlines for stockholders to submit proposals or director nominations for next year’s annual

meeting.
Other Proposals/Nominees to be

Director Nominees for Inclusion Presented at 2022 Annual Meeting
Proposals for Inclusion in in 2022 Proxy Materials (and Not for Inclusion in
2022 Proxy Materials (Proxy Access) Proxy Materials)
When proposal must be On or before No earlier than October 10, No earlier than December 18,
received by Texas Instruments November 9, 2021 2021, and no later than 2021, and no later than
November 9, 2021 January 22, 2022

Proposals are to be sent to: Texas Instruments Incorporated, 12500 T1 Boulevard, MS 8658, Dallas, TX 75243, Attn: Secretary.

We reserve the right to reject, rule out of order, or take any other appropriate action with respect to any proposal or nomination
that does not comply with these and other applicable requirements.

Benefit plan voting

If you are a participant in the TI Contribution and 401(k) Savings Plan, or the TI 401(k) Savings Plan, you are a “named
fiduciary” under the plans and are entitled to direct the voting of shares allocable to your accounts under these plans. The
trustee administering your plan will vote your shares in accordance with your instructions. If you wish to instruct the trustee on
the voting of shares held for your accounts, you should do so by April 19, 2021, in the manner described in the notice of annual
meeting.
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Additionally, participants under the plans are designated as “named fiduciaries” for the purpose of voting TI stock held under
the plans for which no voting direction is received. TI shares held by the TI 401(k) savings plans for which no voting
instructions are received by April 19, 2021, will be voted in the same proportions as the shares in the plans for which voting
instructions have been received by that date unless otherwise required by law.

Telephone and internet voting

Registered stockholders and benefit plan participants. Stockholders with shares registered directly with Computershare (TI’s
transfer agent) and participants who beneficially own shares in a TI benefit plan may vote telephonically by calling (800) 690-
6903 (within the U.S. and Canada only, toll-free) or via the internet at www.proxyvote.com.

The telephone and internet voting procedures are designed to authenticate stockholders’ identities, to allow stockholders to give
their voting instructions and to confirm that stockholders’ instructions have been recorded properly.

Stockholders with shares registered in the name of a brokerage firm or bank. A number of brokerage firms and banks offer
telephone and internet voting options. These programs may differ from the program provided to registered stockholders and
benefit plan participants. Check the information forwarded by your bank, broker or other holder of record to see which options
are available to you.

Stockholders voting via the internet should understand that there may be costs associated with electronic access, such as usage
charges from telephone companies and internet access providers, that must be borne by the stockholder.

Stockholders sharing the same address

To reduce the expenses of delivering duplicate materials, we take advantage of the SEC’s “householding” rules that permit us
to deliver only one set of proxy materials (or one Notice of Internet Availability of Proxy Materials) to stockholders who share
an address unless otherwise requested. If you share an address with another stockholder and have received only one set of these
materials, you may request a separate copy at no cost to you by calling Investor Relations at (214) 479-3773 or by writing to
Texas Instruments Incorporated, P.O. Box 660199, MS 8657, Dallas, TX 75266-0199, Attn: Investor Relations. For future
annual meetings, you may request separate materials, or request that we send only one set of materials to you if you are
receiving multiple copies, by calling (866) 540-7095 or writing to Investor Relations at the address given above.

Electronic delivery of proxy materials and copies of our Form 10-K

As an alternative to receiving printed copies of these materials in future years, we are pleased to offer stockholders the
opportunity to receive proxy mailings electronically. To request electronic delivery, vote via the internet at
www.proxyvote.com and, when prompted, enroll to receive or access proxy materials electronically in future years. After

the meeting date, stockholders holding shares through a broker or bank may request electronic delivery by visiting
www.icsdelivery.com/ti and entering information for each account held by a bank or broker. If you are a registered stockholder
and would like to request electronic delivery, visit www-us.computershare.com/investor or call TI Investor Relations at

(214) 479-3773 for more information. If you are a participant in a TI benefit plan and would like to request electronic delivery,
call TI Investor Relations for more information.
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Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to be held on April 22,
2021. This 2021 proxy statement and the company’s 2020 annual report are accessible at: www.proxyvote.com.

The company’s annual report on Form 10-K for the year ended December 31, 2020, which contains consolidated financial
statements, accompanies this proxy statement. You may also obtain a copy of the company’s 2020 Form 10-K, including a
list of exhibits and any exhibit specifically requested, without charge by writing to Investor Relations, P.O. Box 660199,
MS 8657, Dallas, TX 75266-0199. Our Form 10-K is also available in the “Investor Relations™ section of our website at
www.ti.com.

Sincerely,
Cynthia Hoff Trochu

Senior Vice President, Secretary and General Counsel

Dallas, Texas
March 9, 2021

Notice regarding forward-looking statements

This proxy statement includes forward-looking statements intended to qualify for the safe harbor from liability established by
the Private Securities Litigation Reform Act of 1995. These forward-looking statements generally can be identified by phrases
such as TI or its management “believes,” “expects,” “anticipates,” “foresees,” “forecasts,” “estimates” or other words or
phrases of similar import. Statements herein that describe TI’s business strategy, ability to generate free cash flow in the future,
outlook, objectives, plans, intentions or goals also are forward-looking statements. All such forward-looking statements are
subject to certain risks and uncertainties that could cause actual results and amounts to differ materially from those in forward-
looking statements. For a detailed discussion of the risks and uncertainties, see the Risk factors discussion in Item 1A of our
annual report on Form 10-K for the year ended December 31, 2020. The forward-looking statements included in this proxy
statement are made only as of the date of this proxy statement, and we undertake no obligation to update the forward-looking
statements to reflect subsequent events or circumstances.
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Appendix A
Non-GAAP reconciliations

This proxy statement refers to ratios based on free cash flow. These are financial measures that were not prepared in accordance
with generally accepted accounting principles in the U.S. (GAAP). Free cash flow is a non-GAAP measure calculated by
subtracting capital expenditures from the most directly comparable GAAP measure, cash flows from operating activities (also
referred to as cash flow from operations). We believe free cash flow and these ratios based on it provide insight into our
liquidity, our cash-generating capability and the amount of cash potentially available to return to shareholders, as well as
insight into our financial performance. These non-GAAP measures are supplemental to the comparable GAAP measures and
are reconciled in the table below to the most directly comparable GAAP measures.

For Years Ended December 31,

Free Cash Flow as a Percentage of Revenue 2020 2019 2018 Total
(Millions of dollars)

Cash flow from operations (GAAP).........ccccoeeeeeeeeeeeeeeeeeeeeeenn $ 6,139 $ 6,649 $ 7,189 $19,977
Capital eXPEnditures ..........cooviviveeeeieeeeeeeeeeeeee e (649) (847) (1,131) (2,627)
Free cash flow (NON-GAAP).........cooeueieiieeeeeeeeee e $ 5,490 $ 5,802 $ 6,058 $17,350
REVEIUE ...ttt ettt $14,461 $14,383 $15,784 $44,628
Cash flow from operations as a percentage of revenue (GAAP)....... 42.5% 46.2% 45.5% 44.8%
Free cash flow as a percentage of revenue (non-GAAP).................. 38.0% 40.3% 38.4% 38.9%
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OTHER INFORMATION
Comparison of total shareholder return

This graph compares TI’s total shareholder return with the S&P 500 Index and the S&P Information Technology Index over a
five-year period, beginning December 31, 2015, and ending December 31, 2020. The total shareholder return assumes $100
invested at the beginning of the period in TI common stock, the S&P 500 Index and the S&P Information Technology Index.
It also assumes reinvestment of all dividends.

COMPARISON OF FIVE-YEAR CUMULATIVE TOTAL RETURN

Among Texas Instruments Incorporated, the S&P 500 Index and the S&P Information Technology Index

$400
$350
$300
$250
$200
$150
$100
$50
$0
12/15 12/16 12/17 12/18 12/19 12/20
—B— Texas Instruments Incorporated --x--- S&P 500 —o—S&P Information Technology
12/15 12/16 12/17 12/18 12/19 12/20
Texas Instruments Incorporated 100.00 136.72 200.67 186.23 259.90 342.39
S&P 500 100.00 111.96 136.40 130.42 171.49 203.04
S&P Information Technology 100.00 113.85 158.06 157.60 236.86 340.83

Notice regarding forward-looking statements

This annual report includes forward-looking statements intended to qualify for the safe harbor from liability established

by the Private Securities Litigation Reform Act of 1995. These forward-looking statements generally can be identified by
phrases such as Tl or its management “believes,” “expects,” “anticipates,” “foresees,” “forecasts,” “estimates” or other
words or phrases of similar import. Similarly, statements herein that describe TI's business strategy, ability to generate free
cash flow in the future, outlook, objectives, plans, intentions or goals also are forward-looking statements. All such forward-
looking statements are subject to certain risks and uncertainties that could cause actual results to differ materially from
those in forward-looking statements. For a more detailed discussion of these factors, see the risk factors discussion that
begins on page 8 of this report. Forward-looking statements in this report are made only as of the date of this report, and
we undertake no obligation to update them to reflect subsequent events or circumstances.
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Board of directors, leadership

Directors

Leadership

Richard K. Templeton
Chairman of the Board,
President and

Chief Executive Officer,

Texas Instruments Incorporated

Mark A. Blinn

Retired President and
Chief Executive Officer,
Flowserve Corporation

Todd M. Bluedorn
Chairman of the Board and
Chief Executive Officer,
Lennox International Inc.

Janet F. Clark

Retired Executive Vice President
and Chief Financial Officer,
Marathon Oil Corporation

Carrie S. Cox

Retired Chairman of the Board
and Chief Executive Officer,
Humacyte, Inc.

Tl Fellows

Martin S. Craighead

Retired Chairman of the Board
and Chief Executive Officer,
Baker Hughes Inc.

Jean M. Hobby
Retired Partner,
PricewaterhouseCoopers LLP

Michael D. Hsu

Chairman of the Board and
Chief Executive Officer,
Kimberly-Clark Corporation

Ronald Kirk
Senior Of Counsel,
Gibson, Dunn & Crutcher LLP

Pamela H. Patsley

Retired Chairman of the Board
and Chief Executive Officer,
MoneyGram International, Inc.

Robert E. Sanchez
Chairman of the Board and
Chief Executive Officer,
Ryder System, Inc.

Richard K. Templeton
Chairman of the Board,
President and Chief
Executive Officer

Haviv llan
Executive Vice President
and Chief Operating Officer

Ahmad S. Bahai
Senior Vice President
and Chief Technology Officer

Gurshaman S. Baweja
Senior Vice President
and Chief Information Officer

Kyle M. Flessner
Senior Vice President

Mark S. Gary
Senior Vice President

Hagop H. Kozanian
Senior Vice President

Rafael R. Lizardi
Senior Vice President
and Chief Financial
Officer

Mark T. Roberts
Senior Vice President

Amichai Ron
Senior Vice President

Cynthia Hoff Trochu
Senior Vice President,
Secretary and
General Counsel

Julie M. Van Haren
Senior Vice President

Darla H. Whitaker
Senior Vice President

Tl Fellows are engineers, scientists or technologists who are recognized by peers and TI management for outstanding
performance. Fellows are elected or re-elected every five years based on their exceptional leadership in driving deeper levels of

innovation that make Tl stronger.

Announced in 2020: Tim Anderson, Yevgen Barsukov, Keerthi Heragu, Mahesh Mehendale, Sandeep Oswal and Vijay Rentala

were named Fellows.

Stockholder and other information

Stockholder records information

Stockholder correspondence:
Computershare

P.O. Box 505000

Louisville, KY 40233-5000

Toll free: 800-981-8676

Phone: 312-360-5151

Overnight correspondence:
Computershare

462 South 4th Street, Suite 1600
Louisville, KY 40202

Website: www.computershare.com/investor

Online inquiries: www-us.computershare.com/investor/contact

SEC Form 10-K

A copy of the company’s annual report to the Securities
and Exchange Commission on Form 10-K is available on
the Investor Relations website at www.ti.com/ir.

Copies of the Form 10-K, including a list of exhibits and
any exhibit specifically requested, are available without

charge by writing to:

Texas Instruments Investor Relations

P.O. Box 660199, MS 8657
Dallas, TX 75266-0199



© 2021 Texas Instruments Incorporated SZ70011



	Annual Report cover
	Chairman's letter
	Table of contents
	Form 10-K
	PART I
	ITEM 1. Business
	ITEM 1A. Risk factors
	ITEM 1B. Unresolved staff comments
	ITEM 2. Properties
	ITEM 3. Legal proceedings
	ITEM 4. Mine safety disclosures

	PART II
	ITEM 5. Market for Registrant's common equity, related stockholder matters and issuer purchases of equity securities
	ITEM 6. Selected financial data
	ITEM 7. Management's discussion and analysis of financial condition and results of operations
	Overview
	Impact of COVID-19
	Results of operations
	Financial condition
	Liquidity and capital resources
	Non-GAAP financial information
	Long-term contractual obligations
	Critical accounting policies
	Changes in accounting standards
	Off-balance sheet arrangements
	Commitments and contingencies

	ITEM 7A. Quantitative and qualitative disclosures about market risk
	ITEM 8. Financial statements and supplementary data
	Consolidated Statements of Income
	Consolidated Statements of Comprehensive Income
	Consolidated Balance Sheets
	Consolidated Statements of Cash Flows
	Consolidated Statements of Stockholders' Equity

	Notes to financial statements
	1. Description of business, including segment and geographic area information
	2. Basis of presentation and significant accounting policies and practices
	3. Stock compensation
	4. Income taxes
	5. Financial instruments and risk concentration
	6. Valuation of debt and equity investments and certain liabilities
	7. Goodwill and acquisition-related intangibles
	8. Postretirement benefit plans
	9. Debt and lines of credit
	10. Leases
	11. Commitments and contingencies
	12. Supplemental financial information
	13. Quarterly financial data (unaudited)

	Report of independent registered public accounting firm
	ITEM 9. Changes in and disagreements with accountants on accounting and financial disclosure
	ITEM 9A. Controls and procedures
	ITEM 9B. Other information

	PART III
	ITEM 10. Directors, executive officers and corporate governance
	ITEM 11. Executive compensation
	ITEM 12. Security ownership of certain beneficial owners and management and related stockholder matters
	ITEM 13. Certain relationships and related transactions, and director independence
	ITEM 14. Principal accountant fees and services

	PART IV
	ITEM 15. Exhibits, financial statement schedules
	Notice regarding forward-looking statements
	Signatures


	Proxy Statement
	Proxy Statement table of contents
	Voting procedures, quorum and attendance requirements
	Election of directors
	Director nominees, qualifications and experience
	Director nomination process
	Communications with the board
	Corporate governance
	Annual meeting attendance
	Director independence

	Board organization
	Board and committee meetings
	Committees of the board
	Board evaluation process
	Board leadership structure
	Risk oversight by the board
	Board oversight of environmental, social, and governance (ESG) matters

	Director compensation
	Executive compensation
	Proposal regarding advisory approval of the company’s executive compensation
	Compensation discussion and analysis
	Executive summary
	Detailed discussion
	Compensation philosophy and elements
	Comparator group
	Analysis of compensation determinations
	Equity dilution
	Process for equity grants
	Recoupment policy
	Most recent stockholder advisory vote on executive compensation
	Benefits
	Compensation following employment termination or change in control
	Stock ownership guidelines and policy against hedging
	Consideration of tax and accounting treatment of compensation

	Compensation Committee report
	2020 summary compensation table
	Grants of plan-based awards in 2020
	Outstanding equity awards at fiscal year-end 2020
	2020 option exercises and stock vested
	2020 pension benefits
	2020 non-qualified deferred compensation
	Potential payments upon termination or change in control
	Pay ratio


	Audit Committee report
	Proposal to ratify appointment of independent registered public accounting firm
	Stockholder proposal
	Additional information
	Voting securities
	Security ownership of certain beneficial owners
	Security ownership of directors and management
	Related person transactions
	Compensation committee interlocks and insider participation
	Cost of solicitation
	Stockholder proposals and nominations for 2022
	Benefit plan voting
	Telephone and internet voting
	Stockholders sharing the same address
	Electronic delivery of proxy materials and copies of our Form 10-K

	Notice regarding forward-looking statements
	Appendix A Non-GAAP reconciliations

	Other information	
	Comparison of total shareholder return
	Notice regarding forward-looking statements

	Board of directors, leadership
	Directors/Leadership
	TI Fellows
	Stockholder and other information



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 100
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 100
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 150
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 2.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (RRD Low Resolution \(Letter Page Size\))
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




