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Texas Instruments creates the digital solutions that are shaping the network;ed society. As the 

market leader in digital signal processing solutioos - pcl'N(!rful semiconductor devices·· we help 

connect you to the networked society through countless personal electronic products 

Headquartered in Oallas. Texas. but with sales and manufacturing operations in more than 30 

countnes. TI offers products and services including semiconductors. instructional calculators, 

electrical controls, metallurgical materials and software productivity tools. 
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The future. A future shaped by technology into a different world than the onc 

we live in today. We call it a networked society - a society where personal 

electronics are commonplace and connected - all sharing and communicating 

digital information. 

We envision a world where every bit that's processed - every message that's 

communicated - every image that's projected - are all touched by TI technology. 

Every connection in the net\vorked socictywi ll be made through a digital signal 

processor or DSP - an exceptionally fast and smart semiconductor device. DSPs 

are the engines that drive the network in the networked SOCiety, and Texas 

Instruments is the market leader in digital signal processors. 

We are committed to building on our world leadership position in DSP 

Solutions, and we'll do that by rocusing on three things - value, growth and 

improved financial stability. We believe that by sharpening this rocus year after 

year 11 will be a premier electronics company, one that sets the pace for the 

networked society. 



TO OUR STOCKHOLDERS 

At Texas Instruments, 1996 was a year of challenge. 

Net revenues from continuing operations were 59.9 billion in 1996, down from $11 .4 billion in 1995. PF'O 

from continuing operations, excluding special charges for ('ost reduction actions and in-process R&D, was S374 

million, down from 51439 million in 1995. As a resultoCthc announced sale ofTl's defense business to Ra)thoon 

Company, fi nancial figures throughout this report have been adjusted to renect defense as a discontinued 

business. We hare also announced the sale of our mobile computing business to The Acer Group, 

In TI's continuing operations, most of the decrease in revenues was due to a precipitous drop in dynamic 

random access memory (DRAM ) prices. From the fourth quarter of 1995 to the fo urth quarter of 1996, DRAM 

prices dropped about 80 percent. In ou r differentiated semiconductor business, however, rerenues for digital 

signal processing solutions (DSPS), comprised of digital signal processors plus mixed-signaVanalog products, 

continued to establish new records. Revenues for all differentiated semiconductor products were nearly two­

thirds of the company's total semiconductor revenues in fourlh-quarter 1996. 

As an extended family, Texas Instruments faced its greatest challenge of the year in the sudden death of our 

leader and our friend, Jerry Junkins. A tribute to Jerry immediately follows this letter. 

Our vision. In last year's annual report, we introduced a new vision for Texas Instruments. That ... ision 

is World Leadership in Digital Solutions for the Networked Society. There are three very significant global 

trends shaping the networked society. 

Number one is the continuing personalization of electronics across computing, communication and enter­

tainment. The second trend is digitalization. While unknown to most users, this digitalization trend means that 

for the fi rst time all personal electronics will be speaking a common digital language. The third trend is 

connccthity, brought on primarily by computer networking and the recent emergence of the Internet in the 

public domai n, and by the growing wireless networks of the world. 

Personalized electronics for computing, com munication and entertainment - all speaking a common 

language - all connected together. These trends will create a networked society, with its profound impact on 

the way we lire, learn, work and play. The networked society is still more talk than reality right now. At TI, we 

will be a leader in creating the digital solutions that shape the networked society. It's the companies who get out 

in front today that will lead that society forward. TI \\ill be one of those companies. 

Our strategic direction. 1996 wasayearofstratcgydevelopmcnt at TI, pro\iding a company direction thal 

will help us realize our \ision. It has three elements - value, growth and improved financial stability. 

Value. first, we wi ll deliver high-quaiity, value-added solutions to our customers and to end-users-solutions 

that pro\ide sustainable differentiation. Technology and market understanding are at the core of a \'alue-added 

solution. At TI, we want to hare architectural leadership in every major market where we compete. Then 

• 
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we have to push beyond that and deliver fully integrated solutions around 

our leading architectures. That means Ilroliding the software and systems 

expenise, the lools and customer support to make the TI solution 

a superior solution. 

Growth. The next clement is growth. We will focus on high-gro\\th 

markets. Growth means opportunities for all of us - our stockholders, 

our employees, our customers, our suppliers and our communities. 

Financial stability. The third and final clement is imlHoved 

financial st.ability. Consistency in financial performance is important 

to our stockholdrrs and our employees. It's a key clement in achieving 

the kind of stock valuation a[)J)ropMatc for a premier electronics company. 

By focusing on value, grol\th and improved financial stability, we can realize our vision for 

Tl and create powerful points of difference between us and our competitors that will ensure TI a winning position 

today and in the future. 

In the pages that follow, you \\-ill see examples ofTI providing value-added solutions, creating and captur­

ing market growth and working to improve financial stability. 

1997 - The time to FOCUS. With our strategic direction in place, 1997 is the year for implementation. To 

do that, we must focus: on the bUSinesses, products and technologies where we have strong leadership posi­

tions that are based on sustainable competitive advantagc; on the businesses and markets with strong growth 

potential; and on those areas and programs that can improve financial stability. 

Change. Our defense business has been an imponant contribuwr to Tl. It has performed consistently and 

positively throughout the ups and downs of the defense industry. In addition, it has been a role model inside 

and outside TI - winning the Malcolm Baldrige National Quality Award in 1992 and the U.S. Navy Best 

Manuracturing Practices Award in [995. 

However, increasing consolidation in the defense industry continued to put this business at a disadvan­

tage in winning new programs versus integrated defense su[)pliers. So, in January 1997, we reached agreement 

to sell Tl's Defense Systems and Electronics business to Raytheon. The sale is expected to close in scoond-Quar­

ler [997. We believe this best positions this business and its employees to competc and win over the long term. 

This cash sale for $2.95 billion also \\111 allow TI to focus management attention and funding in high-growth 

businesses where we have built or can build a leadership position. 
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In January 1997, we also announced the sale of our mobile computing business to TheAcer Group for cash. 

The agreement includes the purchase by Acer of our award-winning TravelMate"'" and Extensa"'" product lines 

and the associated assets of the business. The sale is expected to close in the first quarter of 1997. 

As we move forward, we wiII continue to fC\iew all of our businesses. We will focus on those where we can 

deliver value, growth and improved financial stability in ways our competitors cannot. While we are making 

progress in implementing our strategy, we still have work to do, and 1997 will be a year of transition. it will be 

a year of change for TI, but change that is grounded in our past and in our view of the future. 

People and community. We believe the I)eople ofTcxas Instruments are the best and the brightest in the 

busi ness. Without their dedication, Tl could never realize its vision. Also important is the support of the 

communities in which we work. One way we help build strong communities is by supporting minority-owned 

and women-owned suppliers - from whom we purchased five percent of our domestic goods and services in 

1996. Our commitment to people and community is detailed in this year's annual report. It has been and \\ill 

continue to be an important area of emphasis for T!. 

In 1996, Bill Lee, former chairman and CEO of Duke Power and a longtime director and friend, passed 

away. His many contributions to Texas Instruments will have a lasting impact on our company. 

Finally, it is with mixed emotions that we say good-bye and good luck to TI Vice Chairman Bill Mitchell, 

who retired at the end of 1996. Bill's 35 years "ith TI represent a lifetime of accomplishment We thank Bill 

for his many contributions and wish him well. 

Summary and outlook. 1997 \\ill be an exciting year ror TI - one or increased focus. We see tremendous 

opportunity in our major markets. Focused on these opportunities, we are in an excellent position to create 

strong, sustainable competitive advantage. We will compet.c and win on these advantages- our unique points 

or difference. And our stockholders, our employees, our customers, our suppliers and our communities \\ill 

win with us. 

James R. Adams 
Chainnan qJ Ih8 Boord 
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He had the vision to lead ... and the humility to listen. 

-He encouraged communications 
and was a great listener. This 
brought out the best in evel'y'OOE!: 

LEWIS McMAHAN 
T.nJ "'-'trumenrs...,.,. 

-Our state and nation have lost one 
of OUf linest business leaders, 
Jerry Junkins' integrity and 
forelight .ra unparalleled in 
modem American business.-

KAY BAILEY HUTCHISON 
US S. otOf' 

"People Will always remember Jerry 
because of the way he was able to 
integrate the different factors of 
Ihe community ,he did more for 
fl'lOOfllV business owners than 
8'vo tryOI else CO'lIbined" 

ALBERT BlACI 

• Jerry was a tireless advocate 
for American jobs and trade. 
Because of Jerry's leadership. 
more Amencans have and 
WIll realize the economic benefits 
of the global marketplace -

IIOB£," f. RU81N 

s.:"r.y of 1M 'rusurr 

"I always wanted to say thank you 
to Mr JunkinS for truly expanding 
my mind through leadership and 
dedication to edocatioo" 

EUZA8fTH JANG 
-- 'Iff' Htlh School Iludirll 

On May 29, 1996, Jerry R. Junkins died while on a business trip in Germany. In his 11 

years as president and CEO and eight years as chairman, ho inspired and led the most pro­

found cultural, organi...ational and business change in the history of Texas Instruments. 

He initiated a process to engage the entire company in a search for an enduring vision 

that would serve Texas Instruments weU into the 21st century. He saw strength in di\'ersity 

- both in our businesses and our people - and sought to bring them together to motivate 

Tiers and dri\'e the corporation to new levels of growth and profitability. I nspired by the 

Baldrige Quality challenge, he insti tuted a completely ncw system of management based on 

teams and the sharing of best practices. His sense of humility and respect fo r others drove a 

new emphasis on the customer. He pioneered an era of business alliances that has given 1'1 

a global reach and access to leading-edge capacity unparalleled in the industry. 

Jerry will especially be remembered inside the company for his personal relationships 

with employees. He cared deeply about people. He was as comfortable talking with a machin­

ist on the shop floor as he was in arguing for free trade on Capitol Hill. 

Outside the company, Jerry's seltless integrity and sense of commitment - to the cause 

of education and to a forceful confrontation with the social and economic challenges facing 

our communities - steadily led him to a remarkable position of leadcrship in the Dallas-Fort 

Worth Metroplex, in the State of Texas and on 

the national and international stage. He became 

a counselor of mayors, governors, presidents and 

prime ministers with his intelligence, his vision 

and his disarmingly effective common sense. 

In sharing those talents, Jerrywon respect 

and admiration for Texas Instruments 

throughout the nation and the world, all while 

keeping sight of his first priority- his family. 

His example .... iU remain an inspiration for all 

of us whose lives he touched. 

This photogrB{il. tatoo from last yuars repon, is illSt Oflfl 

fJXamp/fJ of JIJny Junkins' COfT/f1)llmfJnl lO fJttIcatnt 8S he 
listens to studsfl /s from GunttJr fIiV1 School desaibB thtJir 
fitst-p/ac6 wnww Mlly in 1995~ Texas BEST (Boosting 
EnginfJ6ring. &:iBnce IIJd T«inJJogy)~IiIion. 
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We build solutions. Digital solutions that place technology at your 

fingertips. That make technology work for you. Our differentiated solutions 

are a strategic part of our customers' products and services. 

A strategic part that delivers added 

"Commu-ti- cating" 
Convnuting and communicating 
at the same time. In Japan, people 
often spend several hours a day 
commuting to and from work, They 
use thaI lime to communicate. And 
the best way to do that is with a 
mobile phooe. In Japan. cellular 
phooes must be very small, very thin 
and very light on power consumption. 
Mitsubishi designs its advanced 
phones for the Japanese cellular 
market with a 11 DSP. Using the 
global design and manufacturing 
resources of both companies and 
fOCUSing them on the specific needs 
of Japanese customers are what 
created a winning solution for 
Mitsubishi and Tl 

• 
The \'alue starts \\~th arch itecluralleadcrship and market understanding. As lechnology 

markets o\,ol\'c, each aspccl.of processing - clata processing in computer.; or signal processing 

in phones, modems and computers, to namcjusl. a fc\\,- wi ll be dependent on a small num­

ber or~tcm architectures. Companies that provide architccturalleadership dri\'e change 

in their markets. 

At TI, we're sharpening our focus and building architecluralleadership. We are the 

market leader for digital signal processors. Our OSP architecture is found in digital solu­

tions for wireless communications, modems, set-top boxes and hard disk drives. We're build­

ing on that leadership position with investments in new technologies like our O.IS.micron 

Tlmeline process technology. And in february 1997, we introduced the industry's most 

powerful DSP, the 'C6x.lt cuts design eyrie times in half, while pro\iding unmatched leveb 

of performance. 

Architccturalleadcrship is essential, but it's not enough. To deli\'er strategic value in a 

differentiated solution. companies have to integrate around that leading architecture. And 

that means combining advanced technology with software and systems expertise and with 

tools for customer usc and sU I>port. It means leveraging TI's strong position in mixed-signal 

chips - devices that translate the outside "analog" world of signals into the 'zeros and ones' 

of the digital world, [n fact Tl became the number two SUPI>lier of analog chips worldwide 

in 1996. 

The result? We're creating highly integrated, high-quality solutions for our customers that 

get them to market first with the latest innovations, We're delivering the modem chipset plat­

form for U.S. Robotics' x2'" technology - up to 56 kilobits per second, the new standard for 

on-line speed. \\c de\'e[opcd a onc-ehip solution - replacing a scvcn<hip solution - for SeagalP 

Technology, improving the performance and reducing the cost or their hard disk drin'S 

We .... ill continue to focus on our market-leading position in digital signal processors.. That 

rocus gi\'es our customers a powerful ad\1l1ltage, It lets them movc faster. It reinrorces our 

whitecturalleadcrship. It helps us develop integrated solutions. And it ensures that we're 

building differentiated solutions that delh'er strategic value to our customers. 

6 TN' In$UUmenIS Incorpo<ated arid SuN,d",rie$ 1996 Annual Aepofl 





We drive change. Our leading technologies drive change in end-equipment 

markets. And that change creates growth. We participate 

in some of the fastest growing markets in the world. But the goal 

isn't to participate. The goal is to accelerate 

and capture market 

Zip It 
Gatta 101 of stuff? Zip it in an 
Iomega- ZiplMdrive, Iomega brings 
inexpensive storage teclvlology 
to computer users and makes their 
lives easier. If you've ever had your 
hard drive crash, you'll appleciste 
the comfort of having an external 
lip drive on your desk. Trs mixed­
signal portfolio - enhanced by the 
recent acquisition of SSi - helps 
Iomega bring that inexpensive 
technology to you. With the informa­
tion age upon us, we're all going 
to have more stuff, Iomega and TI 
can help you zip il up. 

• 
OUf goal is to be the first to deliver the next Jevel of performance - in power, connectivity, 

flexibility and speed - to our customers. We're already aggressively pursuing that goal in three 

markets - wireless, networking and mass storage - with more to come. 
Wireless. In 1996, our wireless-<lptimized OSP solutions were incorporated into 23 mil­

lion digital cellular phones worldwide. That's more than half the digital cellular phones made 

last year. Our OSPs for wireless are focused on high-speed number crunching and are excep­

tionallyefficient at voice coding, channel coding, error correction, demodulation and enc~ 

tion. All of that means clear connections for cellular users. TI provides the most complete set 

of digital solutions for wireless communications in the semiconductor industIY. 

Networking. In 1996, we introduced the industry's first complete Ethernet switch on a 

chip called ThunderSwitchTII
- a family of products that is revolutionizing the way local area 

network switches are built. OurThunderLanni products provide a seamless connection bet\\'een 

the personal computer and the network, positioning TI silicon at both ends of the wire in 

office data communications. We've also invested millions of dollars in our Networking 

Technology Center. Its capabilities are unmatched in the industry. Its sole purpose is to 

get better networking products to market faster. It has paid orf in one of the broadest 

portfolios of semiconductor networking solutions. 

Mass storage. Our acquisition of Silicon Systems, Inc. (SSi) in the third quarter of 1996 

firmly established TI as the leading semiconductor supplier to the mass storage market. 

We have substantial engagements with all major hard disk drive manufacturers as well as 

key designs in emerging areas like digital video disks (OVO) and removable storage. A!5 a 

market leader, we intend to provide the higher levels of density, integration and performance 

that will drive the mass storage market. 
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Our strategy is to deliver more consistency in our results. We are pursuing 

many ideas - some innovative. some basic. Ideas focused 

on generating business results with • 
improved financial 

Hit the Brakes 
But don't wnny about skidding, 
thallb to antilock brake systems 
Of ASS. ITT Automotive leads 
the fastijfowing v.ur1dwide mallet 
for antilocl: brake systems in 
passengercars.ln 19913. n delivered 
customized 8-bit and l6·bit 
microconlroUer solutions for 
In Automotive. n engineers in Fraoc8 
and ITT engiaeers in Germany are 
laying the grouodwort for third­
generation ABS products that will 
further reduce «1st and ir.creasa 
performarce. Strong, close customer 
relationships such as the OI1e we 
have with ITT Automotive help ackl 
financial stability 10 our business. 

One basic approach has been to broaden ou r differentiated l>rodtlet portfolio. By building our 

business in digital signal processors, mixed-signal chips and other differentiated devices, 

we've shifted our semiconductor revenue base from less than 30 percent differentiated aboul 

JO years ago to nearly two-th irds by year-end 1996. This shift in revenues has dramatically 

improved the consistency of our semiconductor opt'rating results. 

Nowhere is stabili ty harder to achieve than in the DRAM market where the overall 

market in dollars decreased significantly during 1996. Our shared inrestment strategy was 

specifically designed to address market volatility. While these arrangements '\(~re unable 

to fully comprehend the 1996 market, the approach of sharing in the risks and rewards of the 

DRAM market did help cushion the impact of lower mrmory prices. We ",ill continue to look 

for opportunities to reduce volatility in our DRAM business. 

Another way we ha\'e added financial stability is through the negotiation of IO-year cross­

license patent agreements with a numbrr of companies, replacing fi\'c-ycar agre<'ments that 

had expired. 

Strong customer relationships arc the uhimate in stability builders. We want to work 

side by side with our customers during the design process to build a foundation of long, term 

strategic relationships. We arc building theS(' types of relationships e\'ery day~ith customers 

like Ericsson, Nokia, Seagate, Sony and U.S. Robotics. What we caU"design-ins· areonen the 

result of strong customer relationships. Wr will continue to look for opportunities to get TI 

solutions designed into our customers' next-generation products. That's how we build and 

retain market-leading positions, 

Another approach to improve financial stability has been to dhwsify our rerenue basE' 

geographically. Orer the last decade, we\'e moved from a hea\,yooncentration in the U,S, and 

European markets to a geographically balanced mix, well aligned with the total markeL To 

reach that le\'el of diversity, we significantly strengthened our share orthe market in Asia and 

Japan. We now ha\'e the world's best geographic coverage in the semiconductor industry, 
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In each of the businesses of Texas Instruments, 

you can find the unique ways 

we're focusing on 

.. 
~nt -
Blistering Speed 
u.s. Robotics is breaking barriers 
for on-line speed - x2technology. 
It brings up to 56l:ilobits per secood 
01 infOfmatioo to your computer over 
traditiooal phone lines, nearly twice the 
rate of yesterday's modems. INhether 
you're downloading from the Internet. 
telecommuting into your office Of simply 
seoding an e-mail, you can do it at 
blistering speed, And that'll make the 
mar1cel for Internet access, for modems 
and for modem chipsets grow laster 
than ever before. Us programmable 
modem chipsets - a OSP Solution­
were the first to mar1cet with this break­
through technology. With ii, modem 
product designers and U.S. Robotics 
customers can easily upgrade equip­
ment to K2 technology by reprogram­
miflg software, rather than changing 
Ihe hardware, Tl's leading OSP technol­
ogy adds the ftexibility that is key to 
getting xl technology to maltet quickly. 

TECHNOLOGY. 

.. 
~nt -
The Incredible 
Shrinking Chip 
With n's O.la-micron process technology, Tlmeline. 
125 million transistors can be packed onto a single chip. VVhy 
should you care? Because 125 million transistors is roughly 
the number of transistors found in a personal computer 
including the CPU. motherboard chips, mooem, sound card, 
hard disk drive and memory. Because with 125 million 
transistors, the traffic 01 today's Internet could be routed 
by a switch the size 01 a solt drink can. With 125 million 
transistors, picture-phones and wrist computers could be 
as common as digital watches. T1meline Technology 
will drive new applications we can't even begin to imagine. 
It'll tum science fiction into science lact. 
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The Beauty 
of Digital Light 
A digital window on the world. That's 
the idea behind our Digital Light 
Processing" j[)lplM) system. It 
creates clear. bright and vivid images 

using digltallnlormatJOn and more than 
SOO,!XXl microscopic mirrors. In the 
future. it may change the way you 
experience personal computlf"lg and 
televiSion. For now, It'S changing the 
way you can present your thoughts and 
ideas As the December 1996 issue 01 
PC Magazine said when it amounced 
DlP techoology as the wiMef of its 
Technical Excelleoce award "In the 
near luture, we expect DlP lectmtogy 
10 have a maJOf Impact on all sorts of 
displays. For now, we can make glowing 
pl"esenlations Without having 10 lum off 
lhe lights.· As the May 13, 1996, Issue 
of NewMedia Magazine said ·Oigltal 
Ughl ProcesSIng knocks the pixels off 
tradilionallCO and CRT technology" 
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The Battle for 
Bandwidth 
Chances are your computer is Ilooked 
11'1\0 some kim of network.. If you baule 
for bandwidth eYefY day - bandwidth 
to send data or video or an a-mail 
message - you may need a 
ThunderSwitch in your ootwort:. 
ThuOOerSwllm is the first Erhernel 
SWitch on a ctllp. and TI has illf! the 
IndUStry'S only system on a chlP­
replacJng more than 20 dlSCl'ete devices 
With a sWlgle piece of silicon. ThaI 
lowers costs, stvinks the Size of 
ne\WQl1( management hardware and 
simplifies designs. By making the 
advantages of a SWItched networt: 
more available and more affordable, 
we're driving a major trend in the 
netwMJlJg industry. When you add 
ThunderSWltdl to OUf broad line of 
nelWOtking products, you can see why 
n is OIliquelyqualified to help you win 
the banle for bandwidth 

Digital Insurance? 
lurich Insurance Group UK has responded 10 competitive 
business conditions by bringing new financial products 
and services to martel faster using Composer'" from 
TI. Composer software is used 10 reengineer business 
systems by using a component-based development 
approach. By standardizing OIl many of these systems 
globally, Zurich Insurance Group is able to reduce costs 
while providing greater choice and satisfaction to their 
customers worldwide 

~.2 t 

Composer" ---­_ ..... _.---

Get Your Motor Running 
Head out on the highway. The ride has never been smoother 
than it is nowwith our transmission range sensors, Fmd 
Motor Company was looking for an electronic sensor to 
provide digital input to their transmission control module­
Input that supports smoother shifting and a more enjoyable 
ride You can't see our sensor at woO:, but with ev8fY smooth 
shift your Ford vehicle makes, you'll know it's worfcing. 

• • 

co 
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This Calculator Rules! 
Some kids like cars, some like rap 
music, and some like the TI-92. The 
TI·92 was announced in 1995, and 
since then some amazing things have 
happened, TI-92 Web sites have sprung 
up all over the Internet - all 01 them 
created by TI-92 users, TWiI Tenrl8ssee 
higll school students thougllt tile TI-92 
so indispensable to their learning, they 
presented a prOlXlsal to their scllool 
administrators asking tile school to 
purchase 60 n-92s for student use We 
knew the n-92 was a great tool- with 
the intelligence of a desktop computer 
and tile IXlrtability of a handlleld 
calculator, We knew it would take 
tecllnology out 01 tile computer lab and 
put it in kids' hands, W'hat we didn't 
know and couldn't even begin to 
imagine were all the amazing places 
those kids wot/ld go with their n-92s. 



Without the support of our employees and the communities 

In w~lch wt work. we could "ever !aliz6 our VI~,on. As we sh.rpen OLr '0 , 

we renew our commitment to 

The people of Texas Instruments bring our company's future into focus every 

day, in evel)1hins they do. Whether they operate a multimillion dollar stepper 

in one of our wafer fabrication facilities, run the test equipment 

in an assembly-test operation or develop the next­

generation process technology in our new Research 

and Development Center, 1'1 employees hold the com­

pany's future in their hands. Their determination to delight 

their customers, to deliver products with unmatched performance 

and superior quality and to constantly challenge the status quo is 

what puts Texas Instruments on the leading edge. As we move toward 

our vision of world leadership in digital solutions for the networked society, the 

opportunities and challenges for our employees will be great. We know the peo. 

pie of TI will capture those opportunities and meet the chal· 

lenges head on. And we're not the only ones who think so. For 

example, in the fourth quarter of 1996, u.s. Black 

Engineer and lriformalion Technology magazine rec­

ognized the outstanding achievements of two TI engineers 

- Zephra Freeman and Dixie Garr - by 

awarding each of them the Black Engineer 

of the Year Award. Also, in 1996, we were 

honored to win the Catalyst Award, recog­

nizing our initiatives to advance the careers 

of women at T1. 



There's money in elmunaung waste 
By followlng an aggressive PogJaITI 

to design cut waste and to recycle, 
we've reducsd oor total cost. Our goal 
IS to reach zero wasted resources It 
makes sense lor n, for our employees 
and for our communities. And OUf 

efforts haven't gone unnoticed. In 
November, our Freising, Germany, 
site was certified both by the 
International Standards OrganizatJon 
usa 140011 and by the European 
Umon EnVlforvnental Management 
and Audit Scheme. These are two 
01 the toughest staodards for environ· 
mental management In the world 
TI Germany is the first sermconductor 
operation in tile world to be certified 
by both organizations. Our Taiwan 
operation is one 01 about 25 compa· 
nJes there to be ISO 14001 certified. 

Education 
TI and the TI Foundation are takiog an innovative approach to 
supporting education at all levels in all of our communities. 
As illustrated below, for children of every age, science and 
tochnology come alive at the n Founders'lMAX Theater at 

• 

the Science Place in Dallas. The new theater opeoed in June 
1993 and provides a jXl'NBrfulleaming experience and a finan­
cial boost for South Dallas At the university level, we have 
long partnered with premier colleges and universities on higll­
potential research. Much of the wort on digital signal process· 
ing was developed and published by Rice University faculty 
working with TI engineers. In 1996, we announced a $7 million 
cash grant to Rice University to continue that partnership. In 
Europe, we launched the Schools Network Internet Programme, 
a pan-European initiative lirting selected local schools and n 
Europe sites via the Internet to help develop their knowledge 
and understanding of the Internet and the networked society 

~{ '. 
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Work/Ufe 
We recognize that work,IIife programs 
are about committed employees 
producing exceptional business results. 
We want n to be a "Iamily friendly" 
enviroomen\. We're providillQ our 
employees with several resources to 
help them keep a healthy balance 
between work and family. Nate and 
Faye Rainey, TI employees, are pictured 
here with their two children at Texins 
Kids Room, a child-care service provided 
at one of Tl's fitness and activity cen­
ters. OUllifeWorks lesource program, 
our WorkingSmart training classes and 
our parents' on-line netwod are all part 
of our work/life program at TI.ln 1996. 
we were honored to be named as one of 
the "100 Best Companies for Working 
Mothers' by WOlking Mothermagazina, 
which recognizes companies making 
progress in work/life proglams alld in 
advancing women in the workplace. 
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With this focus. we will realize our vision of world leadership in digital 

solutions for the networked society. At the heart of this vision 

are digital signal processing 

Your World Today 
Your voice is clearlv transmitted 
over a cellular phone, You exchange 
e-mail- real-time - with a frieoo 
over the Internel Or you watch your 
favorite team play via direct satellite 
television. These coonections are 
made through a DSP Solution. 

• 
DSP. The engine of the networked society. A DSP is an incredibly powerful 

processor - 10 times as fast as the most powerful general-purpose micro­

processor. It handles information real-time - no waiting. When you combine 

a DSP with other semiconductor devices, you get a DSP Solution. These DSP 

Solutions take signals from the real world - such as light, sound, heat and 

pressure. They translate those signals into the digital language of zeros and 

ones. Then the speed and power ofthc DSP take over. The digital information 

is processed and people cc :t Every connection in the networked society 

is made by a DSP Solution. You connect with DSPs everyday. DSPs are your 

connection to the digital world. The everyday appliances of the future have 

1996 Annuall\epoo1 

not yet been invented. No one knows what 

they are. But we do know that DSPs will 

be the enabling engine of that future and 

the networked society. 



... your television becomes a 
window on the world - pulling 
in digital movies. games, 
videoconferences and news. 
tt keeps you connected. 
informed and entertained, 

",your personal computer 
recognizes your speech as 
well as a wink and a nod. 
Welcome to the world of 
hands-free computing . 

,.,a scanner verifies your 
bank balance and debits 
your account as you carry 
your merchandise out of 
the store. It eliminates check· 
out lines and paper checks, 

,a personal. intelligent 
phone knows your prefer­
ences and schedule. tt books 
your flight. dinner reserva­
tions and tickets for 8 show 
in London. 

1996 AnnuIII Repon Te!.l11nsllumen1llncorjXlf81ed 8nd Subsidiarlel 17 



CONSOLIDATED fiNANCIAL STATEMENTS 
(In millions of dollars, e:wept per-sJ1ar8 amaunls) 

Income 

Net revenues ................ . 

Operating costs and expenses: 
Cost of revenues ...................................................... . 
Hoscarch and development ................. •. . • . . . • . . . .....•. 
Marketing, general and administrati\'c ............................. ............ . 

Total ............................ .. . . 

Profit (toss) from operations...... . ........... . ......... . 
Other income (expense) nct . . . . ............................................. . 
Interest on loans .. . ... . ... . .......... . ... . ... . .... . 

Income (loss) before provision for income taxes 
Provision for income taxes ..... 

Income (loss) from continuing operations 
Income from discontinued operations 

Net income ............. . 

Earnings (loss) per common and common equivalent share: 
Continuing operations ........................................................ . 
Discontinued operations ...................................................... . 
Netincome ........... . 

See accompanying tWle$. 
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For the years ended lJ«Nnber ~ 
1996 1995 1994 

$ 9,940 11 1,4119 ~ 8llO8 

7,146 7,401 5,725 
1,181 842 578 
1,639 1,727 1~37Q 

9,966 9,970 7,682 

(26) 1,439 926 
76 79 6 
73 48 45 

(23) 1,470 7 
23 474 295 

(46) 996 592 
109 92 99 

$ 63 $ 1,088 $ 691 

$ ( .24) $ 5.15 $ 3.12 
.67 .48 .51 

$ .33 S 5.63 S 3.63 



Balance Shael 

Assets 
Current assets: 

Cash and cash equivalents ....... , ..... , ............ , ......... . 
Short-term im·cstments.. . . . . ... . . ... . ......... •..... . ..... 
Accounts rceeh'able, less allowance for losses of 

$90 million in 1996 and $45 million in 1995 .. 
inventories. . . . ...... .. . . . . ... .. . . . ...... ... ..... . .............. . 
Prepaid expenses .............................. . .......•......... . ...•. . ....... . . 
Deferred income taxes ... .... .................................... , ........... . .... . ..... . 
Net assets of discontinued operations . . . . . . . . . . . . . . . . . . . . ......................... . 

ToUlI cu rrent assets ........... . 

Property, plant and equipment at cost ............... . ........ . 
U>SS accumulated depreciation ............ . 

Prol)erty, plant and e(luipment (net) ... . 

Deferred income taxc-s . . . . . . . . . . . . . . . . . . ......................... •... . . . 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. ............ . ....•.. 

Total assets ................... . ...............•... . .............. . ......... . 

Liabilities and Stockholders' Equity 
Current liabilities: 

Loans payable and current portion long-term debt ..... . ....... . .... . ........... . ........ . .... . 
Accounts pay-dble and uccruoo expenses ............................................... . 
I ncome taxes pay-dble . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ........ . 
Accrued retirement and profit shari ng contributions ............•...................•........ 

Total current liabilities ........ . 

Long-term debt . . . .. . . . . . .... . ......... . 
Accrued retirement costs ...... . 
i)eferred credits and other liabilities ....... . 

SlOCkholders' equity: 
Preferred stock, $25 par value. Authorizcd- IO,OOO,OOO shares. 

Participating cumulative preferred. None issued ......... . 
Common stock, $1 par value. Authorizcd-500,OOO,OOO shares. 

Shares issued: 1996--190,396,797; 1995-189,526,939 ... . ... . ......... . ....... . .... . .... . .. . 
Paid·in ('allilal ... . .. ...... .. ...... . ....................................... . 
Retainro earnings ..................................... . ......... . ... . ....... . .... .. ... ... . 
Less treasury common stock at cost. 

Shares: 1996--143,525; 1995-138,129 ...................................... . ............ . 
Other ................... . ................ . ..................................... . 

Total stockholders' equity ........................................................ . 
Total liabilities and stockholders' C<lui ty ......... . . . 

~ (lC(XJmpanying nolet 

DecemberS! 

1996 

S 964 
14 

1,799 
703 
50 

395 
529 

4,454 

6,712 
(2,55!!) 
~162 

192 
552 

$9,360 

$ 314 
1,940 

163 
69 

2,486 

1,697 
719 
361 

190 
1,116 
2,814 

$9,360 

1995 

S 1,364 
189 

2,079 
978 
57 

357 
421 

5,445 

4,880 
H,986) 

S 

2,894 

175 
234 

,748 

27 
2,313 

170 
369 

2,879 

S04 
643 
327 

190 
I,OSI 
2,881 

(12) 
45) 

4,095 
$8,743 
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CONSOLIDATED FINANCIAL STATEMENTS 
(In lIIiilionsoj dollars, except per.sharo am~)Unts) 

Cash Flows 

Continuing operaiions: 
Cash Hows from operating activities: 

Income (Joss) from continuing operations ......... .. .. . ...•.. . .......... . ...... 
Depreciation ..... .............................. •......... 
Deferred income taxes ............................................... . 
Net currency exchange losses ... . ........... ............................ . 
(Increase) decrease in working capital (excluding cash and cash 

equivalents, short-term investments, deferred income taxes, 
and loans payable and current portion long-term debt): 

Accounts receivable. . . . . . ............ .......... . 
Inventories .................................................... . 
Prepaid expenses. . . . . . . . . . . . . . .......................... . 
Accounts payable and accrued expenses. . . . . . . . . . . . . . . .............. . 
Income taxes payable .................................................. . . 
Accrued retirement and profit sharing contributions ....................... . 

Increase (decrease) in noncurrent accrued retirement costs ................... . 
Other .................................................................. . 

For the years ended December 31 

1996 1995 1994 

$ (46) 
904 
(51) 

7 

250 
245 

9 
(404) 

(3) 
(283) 

79 
91 

I 996 
681 
(M) 

6 

(795) 
(221) 

9 
691 
112 
155 
48 
65 

I 592 
580 
(32) 

3 

(227) 
(74) 
(II) 
331 
(67) 
106 
(3) 
82 

Net cash provided by operating activities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 798 1,693 1,280 
Cash Hows from investing activities: 

Additions to property, plant and equipment ...........•.......•......•.... • ... 
Purchases of short-term investments .................. . .....•......•........ 
Sales and maturities of short· term investments .............................. . 
Acquisition of business, net of cash acquired. . . . ....................... . 
Proceeds from sale of businesses. . . . . . ...........•.................... 

Net cash used in investing activities ..... 
Cash flows from financing activities: 

Additions to loans payable . . . . . . . . . . . . . . . .. . . . . . . . . ............... . 
Payments on loans payable. . . . . .................................. . 
Additions to long-term debt ...... ................................. .. 
Payments on long-term debt. .............................................. . 
Dividends paid on common stock ......................................... .. 
Sales and other common stock transactions .............• .. .................. 
Other. . . . . . . . . ..... . . .. . .. . . . .. . . . . . ..... . .......................... . 

Net cash provided by (used in) financing activities 

Effect of exchange rate changes on cash .............. . .................. . 
Cash pro\'ided by (used in) continuing operations .............................. . 

Discontinued operations: 
Operating activities .................................•.......................... 
Investing activities ........................................................•.... 
Financing activities ........................................................... . 
Cash provided by (used in) discontinued operations .......................... . 

Net increase (decrease) in cash and cash equ ivalents ............ . ." ............ . 
Cash and cash equivalents at beginning of year ................... ....... 
Cash and cash equivalents at end of year ........ . .................... ....... 

See accompanying notes. 
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(2,063) 
(27) 
202 

(313) 
150 

(2,051) 

288 
(2) 

871 
(199) 
(129) 

35 
I 

863 

16 

406 

86 
(80) 

6 

(400) 

1364 

S 964 

(1,351) 
(733) 
1,076 

(1,008) 

12 

24 
(12) 

(III) 
III 

I 

23 

10 
718 

(26) 
( ) 

(114) 

604 
760 

S 1,364 

(1,020) 
(779) 

732 

(1,067) 

40 
(41) 

I 
(88) 
(79) 
110 

2) 

(59) 

6 

160 

252 
(56) 

196 

356 
404 

I 760 



Stockholders' Equity 

Balance, December 31, 1993 ..... 

1994 

et.income ....................................... . 
Dividends declared on common stock ($.47 per share) ... . 
Common stock issued: 

To profit sharing trusts ................ . 
On exercise of stock options ........................ . 

Other stock transactions, net ...........•.............. 
Pension liability adjustment. . . ......•.. 
Cash in\'estments adjustment ............... .. ... . .. .. 

Balance, December 31, J!)94 ................... .. ....... . 

1995 

Net income ........................................ . 
Dividends declared on common stock ($.64 per share) ... . 
Th'o-for-one common stock split ..................... . 
Common stock issued: 

On exercise of stock options .................•....... 
On conversion of debentures ...........•.... •... . ... 

Other stock transactions, net ......................... . 
Pension liability adjustment ............. . 
Cash in\'estmenlS adjustment ........................ . 

Balance. December 31, 1995 ............................ . 

1996 

Netincome ........................................ . 
Dividends declared on common stock ($.68 per share) ... . 
Common stock issued on exercise of stock options ...... . 
Other stock transactions, net ......................... . 
Pension liability adjustment .......................... . 
Equity and cash investments adjustment ............... . 

Balance, December 31, 1996 ............................ . 

Set accompanying 1Wtes. 

Common 
Stock 

$ 91 

2 

93 

94 

3 

190 

S 190 

Paid-In 
Capital 

$ 932 

31 
60 
18 

1,041 

(94) 

81 
20 
33 

1,031 

28 
7 

IlliG 

Retained 
E;arnings 

S 1,307 

691 
(86) 

1,912 

1,088 
(119) 

2,881 

63 
(130) 

12814 

Treasury 
Common 

Stock 

$ (6) 

3 
(4) 

(6) 

6 

(12) 

(12) 

I 12 

Other 

$ (10) 

10 
(I) 

(I) 

(45) 
I 

(45) 

6 
28 

S ll) 



NOTES TO fiNANCIAL STATEMENTS 

Accounting Policies and Practices 

The consolidated financia l statements include the accounts of all 
subsidiaries. The preparation of financial statements requires the 
use of estimates from which final results may vary. Intercompany 
balances and transactions have been eliminated. The U.S. dollar is 
the functional currency for financial reporting. With regard to 
accounts recorded in currencies other than U.s. dollars, current 
assets (except inventories), deferred income taxes, other as.'lCts, 
current liabilities and long-term liabilities are romcasured at 
exchange rates in effect at YE'ur end. Inventories, property, plant and 
equipment and depreciation thereon arc remeasured at historic 
exchange rates. Revenue and expense accounts othor than deprecia­
tion for each month arc romeasured at the appropriate month-end 
rate of exchange. Net currency exchange gains and losses from 
rellieasuremcnt and forward currency exchange contracts to hedge 
net balance sheet exposures are charged or credited on a current 
basis to other income (expense) net. Gains and losses from forward 
currency exchange contra('ts and interest rate swaps to hedge 
specific transactions arc included in the measurement of the related 
transactions. 

As discussed in lhe Discontinued Operations footnote, the consoli­
dated financial statements ha\'e been restated to classifyTJ's Defense 
Systcms and Electronics business as discontinued operations. Also, 
IJeginning in 1996, the company has made reclassifications to its 
statement of income to conform with current industry practices. 
Researeh and development eXIM.'nse, which was previously included 
in cost of re\'enues, is now presented separately. Also, employees' 
retirement and profit sharing plans expense, previously separately 
reported, is now allocated throughout operating costs and cxpenses. 
consistent ... ,'ith other employee benefit costs. Prior year amounts 
have been reclassified to conform \\ith the 1996 presentation. 

I nventorif'S arc stated at the lower of cost, current replacement 
cost or estimated realizable value. Cost is generally computed on a 
cu rrently adjusted standard (which approximates current average 
costs) or average basis. 

Revenues are general ly rocognizcd as products are shipped or 
services are rendered. noyalty revcnue is recognized by the company 
upon fulfillment of its contractual obligations and determination of a 
fixed royalty amount, or, in the case of ongoing royalties, upon sale by 
the licensee of royalty-bearing products, as estimated by the 
company. 

Substantially all depreciation is computed by either the declining­
balance mNhod (pri marily 150 percent declining method) or the 
sum-of-the-years-digits method. Fully depreciated assets are \\Titten 
off against accumulated depreciation. 

Advertising costs are expensed as incurred. Advertising expense 
was$l24 million in 1996, $131 million in 1995 and $87 million in 1994. 

Earnings per common and common equivalent share are based on 
iwerdge common and common equ ivalent shares outstanding 
(192, 11 7, II!) shares. 193,630,826 shares and 190,854,565 shares for 
1996, 1995 and 1994). Shares issuablc upon cxercise of diluti\'e stock 
options and upon ('onversion of dilutive convertible debentures are 
included in average common and common equivalent shares out,.. 
standing. In computing per-share carnings, net income is increased 

by S2 million in both 1995 and 1994 for interest (net of tax and profit 
sharing effect) on the convertible debentures considered diluun' 
common sl..O('k <'Quivulents. 

Discontinued Operations 
On January G, 1997. TI and Raytheon Company announrcd that their 
ooards of directors had appro\'ed a definitive agreement dated as of 
January 4, 1997, for Raythcon to purchase Tl's Defense S}'Stems and 
Electronics business (DSE) for $2.95 billion in cash. The transaction 
is subjt"Ct to Hart.-Scott-Rodino antitrust review and is expectl'd to 
close in the second quart('r of 1997. The consolidated financial state­
ments ofT! have been restated to present the DSE operations, assets 
and liabilities as discontinued operations. 

The assets and liabilities of DSE have been classified on the 
balance shoot as net assets of discontinued operations and consist of 
the following: 

Accollnts receil'llble •.•..••• 
Inll.'ntorirs (nel ofprogn>S1I billings) 
Prepaid I'xpellSC!l . 
Cul'l't"nl dl'ferTl'd income taxes. 
Property. plant and I'qllipment (net) 
Noneul'l't"nt dl'ferred inrome taxes 
Other JSSI?ts 

Total assets or DSE . . 
Accounts paylIble and act'rued elpef\S("S 
Accrued retirement t'O:>lS 

Total liabilities 01 DSE ••••••• ••• 
~l't 4SS('ts of discuntinued operations 

\/iJlioM.!t.. ~ 
1996 "" $278 Jt~o 
221 16, 

I 
91 .. 
"" "" " .. 
" " 989 1<0." -

23~ ". 
!!6 ." , .. 

'" 1529 H!l 

The net income from OIK!rations of DSE has been classified on the 
statement of income IlS income from discontinued operations. 
Summarized results of discontinued ol>crations are as follows: 

Nrt rt'\'('nllrs .. 
llI('(lmll before Ilrovision for incoml' taxI'S 
Pnnision for Income taxes ..... ... .. . . 
IlI('(lme from dbcontinlled operations 

Mliltons oJ OoIJI;n 
I1t16 1995 1994 

$1,773 
175 .. 
109 

S1,720 $1 .• 07 
149 136 
67 56 
!I~ 99 

The Defrnse Systems and Electronics business inrludl's produrts 
such as radar systems, navigation systems, infrared surveillanre and 
fire control syst('ms, d('fense suppression missiles, missile guidante 
and control systems, and electronic warfare systems, whi('h are sold 
to the U.S. government (either directly or through prime ('Ootta('­

tors) and to international customers approved by the U.S. gD\'Crn· 
ment. TI has pro\,ided various ongoing ser\;ces to DSE intluding. 
but not limited to, facilities management, data processing. security, 
payroll and emplo~ benefits administration, insuran('e administra­
tion, duplicating and telccommunicationsservices. Their inclusion 
in discontinued operations is based upon TI's intercorporate alloca­
tion procedures ror such services. The allocation basis of these 



expenses and all other central opcrati ng cosls is first on the basis of 
direct usage when identifiable, \\1th ihe remainder allocated among 
DSE and other Tl businesses on the basis of their respectivc 
revenues, headoount or other measures. These expenses allocated to 
DSE totaled SI63 million in 1996, SI67 million in 1995 and 
$W I million in 1904. It is expected that Tl \\~[[ reach agreements fo r 
payments from R.'Iythcon to continue to provide certain of these ser­
vices On an ongoing basis and others on a lransition basis to DSE 
follQ\\~n.g Raytheon's acquisition. 

Income from discontinued operations for 1006 includes the effect 
of a fourth quarter jlretax charge of $32 million for voluntary and 
involuntary severdnce actions in the United States. These actions 
were essentially completed by ycar-end 1990 and affected approxi­
mately 700 DSE employees. 

Cash Equivalents and Investments 
Debt securities with original maturities within three months are 
oonsidered cash equivalents. Debt securities with original maturities 
beyond three months have remaining maturities \vithin 13 months 
and are considered short-term investmenlS. These cash equ ivalrnt 
and short-term invostment debt securities are available for sale and 
stated at fair value, which approximates their specific amortized 
oost As of Oecemix'r 31,1996, these debtsccurities consisted 
primarily of the follo\\ing types: U.S. government ($9 million), 
corporate ($413 million), and asset-backed commercial paper 
($300 million). At Dccrmber 31, J!)95, these debt securities 
consisted Ilrimarity of the following types: U.S. government 
($205 million), corporate ($667 million), and asset-backed commcr­
ciaillapcr ($405 million). Gross realized and unrealized gains and 
losses for each ofthesc security typeS were immaterial in 1996, 1995 
and 1994. Proceeds from sales of these cash equivalent and short­
term investment debt securities in 1996, 1005 and 1994 were 
$10 million, $190 million and $75 million. 

Adjustments to fair value of cash equivalent and short-term invest­
ments as well as noncurrent publicly traded equity investments are 
I"('C()rded as an increase or decrease in stockholders' equity. At 
December 31 , 1900, this adjustmen~ net of a deferred tax effect of 
$1 5 million, was an increase of $28 million (U'ro for cash equi\"3.lrnt 
and short-term investments and $28 million for noncurrent equity 
invrstments). Atyear-end 1005 and 1!)9.J, this adjustment was zero 
and a decrease of $ I million. Gross realized and unrealized holding 
gains and losses and Ilrocecds from sales of C<luity investments were 
immaterial in 1996, 1995and 1994. The aggregate fair value of these 
noncurrent equity investments at December 31 , 1900 was $63 million 
compared to their original eost of$20 million. Similar amounts for 
1995 were immaterial. 

Inventories 

Raw mat.eria ls and purt'llased parlS .• 
Y,',rk in process 
Fim hf'd goods 

lnw'ntories . 

MiUloru of Dollar! 
1900 19!15 

1111 1209 
361 341 
231 428 

I iD3 S 978 

To secure access to additional semiconductor plant capacity, TI par­
ticipates in se\'eraljoint ventures formed to construct and operate 
DRAM semiconductor manufacturing facilities. Upon formation of 
the \'entures TI contributed technology and cash to acquire minority 
interests and entered into long-term inventory purchase commit­
ments with each joint venture. Under the agreement,';, Tl purchases 
the output of the ventu res at prices based upon l}Crcentage discounts 
from Tl's average sell ing prices. This I)ricing method is designed to 
help reduce the effect of market volatility on TI, although it may not 
be able to fully con1J)rehend a sharp decline in a\'erage unit prices. 
Certain co-venturers have the right W buy a portion of the OUlj)Ut 
from Tl. Under the ventures' finanCing arrangements, the venturers 
have provided certain debt and other guarantees. At December 31, 
l!.l!.l(i and 19!.l5, Tl was contingently liable fo r an aggregate of 
$25 million and $40 mill ion of such guarantees. Invenlory l)Urchascs 
from the ventures aggregated $11 76 million in 1900, $1779 million in 
1995 and S908 million in 1994. Rocei\'abl{'s from and ]13yables to the 
\'entures were $43 million and $66 million at December 31, 1900, and 
$25 million and $223 million at December 31, 1995. 

The purpose of the joint \'entures is to provide semiconducwr out­
put for TI and other co-\·enturers. As n result, TI expect,'; to recover 
its cost of the ventures through sale of the scmiconducUlr outpul, 
and is amortizing its cost of the venlures over the expected initial 
output period of 3 to 5 years, and recognizing its share of any cumula­
live venture net losses in excess of amortization. The related 
expense charged to operations was $33 million in 1996, $15 million in 
1995 and SI5 million in 1994. 

land . . . . . . .. ... . ... . ... .. . 
Buildings and imprO\:ements . ... . 
Machinery and equilHnent 

Total ... . .... ... .......... . 

I!<'preciable I..i\"es 

6-40 )"ears 
3-IO years 

19% 
I 89 I il 
2,372 I.m 

4,25 1:_--!:3.,,09;;-' 
10,71 2 .!I.880 

Authorizations for property. plant and equipment expendilures in 
future years were approximately S795 million at Decembcr 31,1996 
and Sl620 million at December 31,1995. 

Accounts Payable and Accrued Expenses 

-199& 

Accounts payable . ..... .. ... . ... .. I 776 SI,()..14 
Ad\1Ince paymenl& ........ . ... .... .... _.. .. . 84 144 

Acerued salaries. wages. 5e\'eTlltlct! 
and \1ICation pay ..... ... . .. . . ... . ....... 309 368 

Other accrued expenses and liabiJilies ...... 772 767 

Total. .. .. . .. ....... ............ ......... .. . . " ,940 $2.313 



NOTES TO FINANCIAL STATEMENTS 
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Debt and Unas of Credit 

l<lng·Term Debt 

9.n; notes due 1999 .......... .......... I I 160 
6.75" notes due 1999 .............. .......... 200 
6.876" notes due 2000 ....... 200 
9.~ notes due 2001 .................... 150 160 
6.651 notos, due in installments through 2001 ....... 200 
9.2M' notes due 2000 .......................... 150 160 
6.126" notes due 2006 ..................... 800 
8.75% notes due 2007 " ....... " ............ 150 150 
3.98% to 6.10" Italian lira mortgage notes 

(I i% S\\'spped for 1.60" U.S, dollar obligation) . , ... 200 104 
2.75" com"ertiblc subordinated 

debentures dIll! 2002 ""., ... 108 103 
Other 59 10 

1,712 817 
Less current portion long·term debt . ............ 15 13 
Total ........ .............. $1 ,697 • 804 

In the first quarter or 1996, the company issued S300 million of 
6.125% notes due 2006 and, in the third quarter, redeemed. at par, 
S150 million of9.0% notes due 1999. In July 1996, the company 
acquired Silicon Systems, Inc., \ia a stock purchase agreement for 
5340 million in cash plus the assumption of 5235 million 4.0% long­
term notes ($217 million, as imputed to the then prevailing market 
interest rate of 6.65%) to TDK Corp. of Japan. The cash payment, 
initially financed by a draw down on Tl's existing line of bank credit, 
was permanently financed through the company's issuance on July 26 
of $400 million of notes due 1999 and 2000. 

The convertible subordinated debentures may be redeemed at the 
company's option at specified prices. The debentures are com'ertible 
at the holder's option into an aggregate 2,493,031 shares of1'l com­
mon stock at a common stock conversion price of $41.4375 per share. 

A portion of the coupon rates for the notes due 2001 and 2007 (in 
1995, notes due W99, 2001, 2003 and 2007) have been swapped for 
commercial-paper-based or LlBOR-based variable rates through 
March 1097, resulting in a combination of fixed plus short-lerm 
variable ratcs for an effective intcrest rate of approximately 9.1% and 
!J.5% as of December 31, 1996 and 1995. The Italian lira mortgage 
notes, and related swaps, are due in installments through 2005. The 
mortgage notes are collateralized by real estate and building 
equipment. 

Interest incurred on loans in 1900, 1995 and 1994 was $108 million, 
$69 million and S58 million. Of these amounts, 535 million in 1996, 
521 million in 1995 and SI3 million in 1994 were capitalized as a 
component of capital asset construction costs. Interest paid on loans 
(net of amounts capitalized) was $54 million in 1996, $48 million in 
1995 and 553 million in 1994. 

Aggregate maturities of long-term dcbt due during the four years 
subsequent to December 31, 1997, are as follows: 

1998 ....... . 
1999 .. . 
2000 
200 1 ..•...•...... 

MiJJ¥mso[ DoIlan 

160 

'" 31' 
229 
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The company maintains lines of credit to support commercial paper 
borrowings and to provide additionalliquidilY. These lines of credit 
totaled $696 million at December 31, 1996 and $538 million at 
December 31, 1995. or these amounts. at December 31,1996 and 
1995 $600 million and $440 million exist 1.0 support outstanding and 
rutu~ commercial paper borro\\;ngsor short-term bank loans. At 
December 31, 1996, outstanding commercial paper borro"in.g.sof 
5299 million with a weighted-average interest rate of 5.49% are 
included in current loans payable . 

financial Instruments and Risk Concentration 

Financial instruments: In addition to the S\\-aps discussed in thl:' 
preceding note, as of December 31, 1996, the company had forward 
currency exchange contracts outstanding of $333 million 10 hedge 
net balance shcelcxposures ( including $82 million to buydeutsche 
mark, $48 million to sell ~"Cn, and $36 million to sell French francs). 
At December 31, 1995, the company had forward currencyexchangt 
contracts outstanding of S303 million to hedge net balanCt' sheet 
exposures (including $78 million to buy deutsche mark, $40 million 
to buy Singapore dollars, and $36 million to buy yen). As of Decem­
ber 31, 1996and 1995, the carrying amounts and current markl't 
settlement values of these swaps and forward contracts IH're nOl 
significant. 

The company uses forward currency exchange contracts, including 
the lira note swaps. to minimize the adverse impacts from tht' effect 
of exchange rate fluctuations on the company's underi}ing non-U.S 
net balance sheet exposures. The interest rate swaps for the com· 
pany's notes due 2001 and 2007 (in 1995, notes due 1999,2001,2003 
and 2007) are used to change the characteristics of the interest rate 
stream on the debt from fixed rates to a combination of fixed plus 
short·term variable rates in order to achieve a mix of interest rates 
which, over lime, is expected to moderate financing costs. The rffeet 
of these interest rate swaps was to increase interest expense by 
$2 million and $6 million in 1996 and 1995 and reduce interest 
cxpense by sa million in 1994. These interest rate swaps are sensi· 
tive to interest rate changes. If short-term imerest rates increase 
(decrease) byone percentage point from year-end 1996 rates, annual 
interest expense would increase (decrease) by $3 million. 

in order to minimize its exposure to credit risk, the companylimilS 
its counterparties on the fonvard currency exchange contracts and 
interest rate swaps to investment-grade rated financial institutions. 

As of December 31, 1996, and 1995, the fair value of 10llg-tenn 
debt, based on current interest rates, was approximately 
$1759 million and $002 million, compared "ith the call)ing amount 
of51712 million and $817 million. 

Risk concentration: Financial instruments which potentially 
subject the company to concentrations of credit risk are primarily 
cash investments and accounts receivable. The company places its 
cash investments in investment-grade. short-term debt securities 
and limits the amount of credit exposure to any one commercial 
issuer. Concentrations of credit risk with respe<"t to the receivables 
are limited due to the large number of customers in the company's 



customer base, and their dispersion across different industries and 
geographic areas. The COml)any maintains an allowance for losses 
based upon the expected coltectibility of accounts receivable. 

Stockholders' Equity 

The company is authorized to issue 10,000,000 shares of preferred 
stock. None are currently outstanding. 

Each outstanding share of the company's common stock carries 
half a stock purchase right. Under certain circumstances, each right 
may be exercised to purchase one one-hundredth of a share of the 
company's participating cumulative preferred stock for S200. Under 
certain circumstances following the acquisition of 20% or more of the 
company's outstanding common stock by an acquiring person (as 
defined in the rights agreement), each right (other than rights held 
by an acquiring person) may be exercised to purchase common stock 
of the company or a succcssor company with a market value of twice 
the $200 exercise price. The rights, which are redeemable by the 
coml>any at 1 cent per right, expire in June 1998. 

Research and Development Expense 

Research and developmentexpcnsc, which totaled $1181 million in 
1996, $842 million in 1995 and $578 million in 1994, included a 
one-time charge in 1996 of $192 million for the value of acquired 
in-process research and development as a result of the acquisition of 
Silicon S}'stems, Inc., a semiconductor enterprise. There was no tax 
offset associated with this one-time charge. 

Other Income (Expense) Net 
MiJlkms 0[ DoIJors 

199f1 1995 1994 

Interestinoome ..................... . & 6Z & 87 & 61 
Other Income (expense) net ........... . I.. (8) (45) 

101.ll ....................... . $76 $ 79 $6 

Siock Options 

The company has stock options outstanding W Imrticipants under 
Ihe Texas Instruments WOO wng-Term Incentive Plan, approved by 
stockholders on April 18, 1996. Options are also outstanding under 
the 1984 and 1988 Slack Oplion Plans and the Texas Instruments 
wng-Term Incentive Plan; however, no further options may be 
granted under these plans. Under all these stockholder-appro\'ed 
plans, the exercise price per share may not be less than 100 percent 
of the fair market value on the date of the grant. Substantially all the 
options have a IO-year term and do not become exercisable until 
after eight years, although exercisability may be accelerated to the 
extent that earnings per share goals are achieved. 

Under the 1996 wng-Term Incentive Plan, the company may grant 
stock options, including incentive stock options; restricted slock and 
restricted stock uni~ performance units; and other stock·based 
a ... .-ards, including stock appreciation rights. The 1>lan provides for 
the issuance of 18,500,000 shares of the company's common stock; in 
addition, if any a\\<'3rd under the 1984 or 1988 Stock Option Plans or 

the wng-Term Incentive Plan terminates, then any unissued shares 
subject to the terminated award become available for granting 
awards under the 1996 Long-Term Incentive Plan. No more than 
2,000,000 shares of common stock may be awarded as restricted 
stock, restricted stock units or other stock-based awards under the 
plan. In 1996, 55,014 shares of restricted stock units, which vest over 
I to 5 years, weTC granted (weighted-average award-date value of 
S45.31 per share). In addition, 34,!}()(\ l)fCviously unissued shares 
were issued as Annual Incentive Plan stock awards in 1996 
(weighted-average award-date V'dlue of $46.56 per share). Coml)Cn­
sation expense for restricted stock units and annual stock awards 
totaled $1.6 million in 1996. 

The company also has stock options outstanding undcr an Employ­
ees Stock Option Purchase Plan approved by stockholders in 1988. 
The plan provides for options to be offered to all eligible employees 
in amounts based on a percentage of the employee's prior year's 
compensation. If the optionee authorizes and does not cancel pay­
roll deductions which, with interest, will be equal to or greater than 
the purchase price, optionsgranlcd become exercisable 14 months, 
and expire not more than 27 months, from date of grant. 

Stock option transactions during 1996, 1995 and 1994 were as 
follows: 

Loog-"''''' .... 'eighted- EmpJO)1'C5 \\'eighted· 
Incenthll A\-erage Stock Option Average 
andSlOCk Exercise ,,"re""" Exf:'rcise 

Option Plans '"" """ -Balance, Dei::. 31.1993 .. 8,904,496 $20.51 1,036,612 $29.9-1 
Granted ........ 1,719,500 35.21 685,12-1 • 41.07 
Forfeited (99.202) 26.51 (141,958) 35.27 
ExpIred ............ 
Exercised·~ ... (~"".2401 19.28 (630.9961 28.16 

Balance. Dec. 31.1994 .. 8,159,SM 23.9 1 948,782 38.37 
Granted ........... 2,911,700 33.68 982,9-18 • 69.32 
Forfeited ........... (118,364) 33.68 ( 11D,485) 48.45 
Expired ............ 
Exercised·~ ... (3,070,378) 20.97 {687.536~ 37.41 

Balance, Oec. 31.1995 .. 7,882,572 29.24 1,133,709 G6.13 
Granted ............ 2,663,375 45.801 848,M6 • 56.25 
Forfeited ........... ( 198,739) 26. 16 (399,909) G8.-43 
Expired ..... .... 
Exercised~ ... ~434,660) " ... ~386,16Z~ 50'" 

Balance, Dec. 31,1996 .. 9 9 1 ~ M8 $33.91 1,196,184 &57.31 

• Excludes options offered but not accepted. 
.. Includes previously unissued shares and treasury shares of 820.822 and 

zero; 3,656,872 and 101,(1.42; and 2,938,6811 and 57,600 for 1996. 1996 and 
'994. 

tn accordance with the terms of APB No. 25, the company records no 
compensation expense for its stock option awards. As required by 
SFAS No. 123, the company provides the following disclosure of hypo­
thetical values for these awards. The weighted-average grant-datc 
\'3iue of options granted during 1996 .... '38 estimated to be S18.47 
under the wng-Term Incentive Plans (wng-1'crm Plans) and $12.10 
under the Employees Stock Option Purchase Plan (Employees Plan). 
These values were estimated using the Black-Scholes option-pricing 
model with the following weighted-average assu mptions: expected 

1996 AnmIII Repoll Tellstnrulllllllltt Intorpoliled and SubsId,anl' 25 



NOTES TO FINANCIAL STATEMENTS 
(continued) 

dividend yield of 1.48% (Long-Term Plans) and 1.21% (Employees 
Plan), expected volatility of 39%, risk-free interest rotes of 5.42% 
(Long-Term Plans) and 6.15% (Employees Plan); and ClI.1XlCtcd lives 
of 6 years (LoIl8-Term Plans) and 1.5 ~'ears (Employees Plan). Had 
compensation expense been recorded based on these hypothetical 
values, the company's lOOG net income would have been $40 million, 
or $0.21 per share. A similar computation for 1995 wou ld have 
resulted in net income of S 1078 million, or S5.57 per share. Because 
options vcst o\'er several years and additional option grants are 
expected, lhe effects of these hypothetical calculations are not likely 
to be representative of similar future calculations. 

Summarizrd information about stock options outstanding under 
the wog-Term Plans and Stock Option Plans at Deccmber 31, 1996, 
is as follows: 

Options OUlSlaIIdillg Options r.l(Crcisabl~ 

\\I.lightoo· 
Number A\'~r&ge Weighted· Number \\cightcd-

Range of OutsWnding RellUlining AIl'rBge Exercisable AIl'ragc 
Exercil;(> 3tDec.31. Contractual Exrrcisf> at Dec. 3l. Exercise 
Pri", 1900 Lif, Prire 1900 Prire 

$16.411.0 2i.38 3,263,288 4.Syears 121.63 3.263.288 $21.63 
35.101049.50 6.5&3.410 81 39.05 2.245,Si8 a5.S1 
51.131.081.19 9S.85II 8.9 OOJ13 35,500 72.31 ---

$I6..41t.oS1.l9 {I.912.6411 i.O $33.91 &,544,366 $27.68 

At Dreember 31, 1996, the stock options outstanding under the 
Emplorccs Plan have exl!rcise priC'es of $56.25 or $59.32, depending 
on the year of grant, and a weighted-avcrage remaining contractual 
life of 1.3 years. or the total outstanding options, 412,022 are exercis­
able atyear-cnd 1900. 

In connection with the purchase of DSE by Raytheon Company, 
\·ested Tl options held by DSE employees under the Long-Term Plans 
and stock oplion plans will bc modified by TI to retain their full con· 
tmctuallife instead of expi ring within three months of the DSE 
transaction. As a result, an expense charge to discontinued opera­
tions will be recorded at the time of the transaction closing. 
Unvest.ed l..(lng-Thrm Plan options will be canccled and replaced by 
Ra)1hoon Company with Raythoon options. Vested Employees Plan 
options will expire three months afierclosing. Unvested Employees 
Plan oj)lions willIX' canceled and payroll deductions, with interest, 
will be refunded. At Decl!mber31, 1996, options held by DSE employ­
ees were as follows: 

\'estt'd ...... . 
Unl1':Sted •.... 

lllng-Tenn and 
Stock Options Plans 

489,337 
m.363 

EmplO)~ Plan 

113,868 
214.806 

Atyear-cnd 1996, 18,415,865 shares were anlilable for future grants 
under the 1996 Long-Term In('('ntive Plan and 2,237,858 shares 
under thl! Employees Stock Option Purchase Plan. As of year· end 
1900,28,765,675 shares were reserved for issuance under the com­
pany's stock option and incentive plans and 3,434,042 shares were 
rt'scrvcd for issuance under the Employees Stock Option Purchasr 
Plan. 

Theeomlmny acquires its common stock from time to time for use 
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in connection with exercise of stock options and other stock lTansar­
tions. Troasuryshal"{'sacquircd in 1996, 1995 and 1994 wcrei,730 
shares, 135,001 shares and 59,198 shares. Previously unissued 
common shares issued under the Long-Term Incentive Plan and the 
Annual ln('entiv(' Plan in 1996, 1995 and 1994 wert' 49,036 shart'S, 
16,::186 shares and 46,330 shares. Treasury shares issued und(,r the 
Texas I nSlrumcnts Restricted Stock Unit Plan for Direetors in 1996 
wrrc 2,334 shares. 

Profit Sharing and Retirement Plans 
The coml>any I)rovid£'s various incenti\'{' plans for empIO)·ecs, in('lud· 
inggeneralprofit sharing and savings programs as well as an Annual 
Incentive Plan for key employees. The company also pro\ides l>en­
sion and retiree health care benefit plans in the U.S. and prnsion 
plnns in certain non-U.S. locations. 

ProHt sharing: There "'as no profit sharing I!xl>ense in 1900. 
Profit sharing eXI>cnse was $257 million in 1995 and $133 million in 
1094. Under the plans, unless olherwise pro\idl:'d by loeallaw, the 
company and certain of its subsidiari{'s contributr a portion of their 
net profits equal to 25% of the amount by which eonsolidaled inromf' 
(as defined) befot(' profit sharing and incomc taxes exceros b~ of 
th(' company's consolidated a\'crage assets for the yf'ar. Erre<'ti\1! 
1995, the majority of the profit sharing plans worldwide pnr.-idl! that, 
depending on the indi\'idual plan, from 50% to 100% of the profit 
sharing earned by employees is paid in cash to the eligiblE' partid­
pants "~th the balanCI! conlributE'd to a deferred plan. For non-U.S. 
employees, contributions to a deferred plan gent'rally art' inwstt'd in 
TI common stock. For U.S. employees, several ill\'{'slmenl optiuns, 
includingT! common stock, arc a\·ailable. 

EXl',cI>t in the e\'ent of company contributions in stock, investments 
in TI common stock at(' made by the trustres through purchases of 
outstanding shaft's or through purchases of shares orrl!rt'd from time 
to time by the company. The board of dirl'Ctors has authorized the 
is.'mance of previously unissued shares for pllrJ>OS('S of tile plans; 
4,6 I 6,9 18 of such shares were availablc for future issuance at 
l)eccmbcr3 1,1096. 

The trustees of the profit sharing plans purchased 3,123,905 out­
standing shares of TI common stock in 1996 (4,i62,400 shaft'S in 
1995 and I , 1,815 shares in 1994) and no prt'\iousl}" unis.surd 
shares in 1996 and 1995 (403,9-15 shares in 19IJ4) for usc in the profit 
sharing plans and savings program. 

Sa\ings program: The company pl"O\ides a matched 5a\ings 
program whereby U.S. employees' contributions of up to 4' of their 
salary are maLched by the company at thl! rate of 50 rent:; per dollar. 
ConLributions are subject to statutory limitations.. The contributions 
may be invested in sc\·cral investment funds including TI common 
stock. The COml)any's expense under this program ~-as $1 i million in 
1996, $14 million in 1995 and SI3 million in 1994. 

U.S. pension plan: The company has a defined benefit plan 
covrring mosL U.S. employ('('s with benefits b3Sl'd on }'t'ars of 8(',,·ice 
and eml>loy('C's ('ompensation. The 1)lan is a call'er-arerage-pay plan 
which has been amended periodically in the past to producE' apllroxi· 
malely the sall1e results as a final·pay type plan. The board of 
directors of the company has rxpressed an intent to makE' such 

= 



amendments in the future, circumstances permitting, and thc 
expected effects of such amendments have hecn considered in 
calculating U.S. pension expense. The company's funding policy is to 
contribute to the plan at least the minimum amount required by 
ER ISA. Plan assets consist primarily of common stock, U.S. govern­
ment obligations, commercial paper and real estate. 

As noted in the Discontinued Operations footnote, accrued retire­
ment costs of S226 million atyear-cnd 1996 and 5207 million at 
year-end 1995, consisting primarily orthe U.S. pension plan and the 
retiree health care benefit plan obligations and assets related to DSE 
employees, is included in discontinued ol>cralions. The following 
information on I~nsion and retiree health care benefit plans 
excludes discontinued operations amounts. 

Pension expense of the U.S. plan includes the following components: 

Service cost benefits earned 
during the period.......... . ........ . 

Intrfl'sl rost on projrcted benefit obligation 
RNurn on plan assets~ 

Actual fl'lurn ........ . ... .. . 
Defrrn.1 .. . ........• 

Nrt amoniutioo 
U,S, [I('nsion expense ....... , ...... . 

Mil/ions Q/DoIWrs 
1996 1995 1994 

140 131 13' 
51 44 42 

( 123) (") 10 
82 " (.7) , , . ) 

148 1>2 '" 
The fu nded status oflhe U.S. plan was as follows: 

. vtuanal prMenl \'11111' al Dec. 31 of: 
'''_tM brnf'fit obligation '~O) ~434) 

Arcumulated benefit obligation . '..J595) 1('93) 

Proj('(ted benrHt obligation. • (819) $(i50) 

Plan assets at fair \'alue ..... 611 046 

Projl'Cted brm'Htobligatioll in exCf'SS of 
plan assets ................ (208) ("') 

Unrt'COgniU'd net asset from initial 
appli<'alion of SFAS 8i .... (20) (42) 

Unrrcognitrd lIet loss --- 8 00 
linr1'<'ognitl'd priOr !iel"icecost 18 ,. 
Mrrut'd pension at Dec. 31 (2:02) (163) 
LeIi5 rurrent portion .. 43 

A<-crued U.S pplI5ioncosts -- • ( 157) '~I20) 

The projreted benefit obligations for 1996 and 1995 were determined 
using assumed discount rates of 7.25% and 7.0% and an assumed 
a\-erage long-term pay progression rale of 4.25%. The assumed long­
term ratc of return on plan assets was 9.0%. 

Non·U.S. pension plans: Retirement coverage for non-U.S. 
employres of the company is prO\ided, to the extent deemed appro­
priate, through separate plans. Retirement benefits are based on 
years of service and employee's compensation, generally during a 
fixed number of years immedialely prior to retirement. Funding poli· 
cies are based on local statutes. Plan assets consist primarily of 
common stock, government obligations and corporate bonds. 

Pension cxpensc of the non-U.S. plans includes the following 
components: 

Mil/ions q[f)ollars 
1996 1995 1994 

SCI"'icc cost- benefits carned 
during the period . ........... • 64 • " 156 

Inll'rostcost on projected benefit obliglltiol15 ... " 38 32 
Return on plan assets: 

Actual return ............ (49) (32) (15) 
Dcreml ................ 14 (3) (15) 

Net amortizal ion ...... ............. IS !O II 

Non·U.S. pension expense ............... • 76 1 72 .69 

The funded status of the non-U.S. plans was as follows: 

Actuarial present I'alue Bt Sept. 30 of: 
\;'sted beneHt obligatiol15 ............ . 

Accumulated beneHI obligatiol15 ....... . 

Projected benefit obligations .... . 
I)lan assets at fainlilue ................... . 

Projected beneHI obligations in excess of 
plan II.SS(!ts . 

Unreeognized nelliabilities from Initial 
application of SrAS 87 .......... . 

Un lt'COgnited net loss ............ ". 
Unrecognited prior service cost .............. " " .. 

Accrued non·U.S. pension at Sept. 30 ............. . 
Additional minimum liability ........ . 
Adjustments rrom Sepl30 to Dee. 31 ......... . 
Less prepaid pension costs a1 Dec. 31 .............. . 

Accrued pension at Dee. 31 ...................... . 
I..ess current portion ............ . 
Acerul'd non·U.S. pension cost.s .......•...•.•. 

MUJions Q/ Do/lars 
1996 19!J5 

• 535 · ,,. 
• (696 • 619 
$ (94O) • (873) .,. 44' 

(44O) (425) 

18 " 236 263 
12 , 

( 174) (146) 
(48) (56) 
(S) (0) 
IS 12 

(238) (2 19) 

• 12 

• (234) • (207) 

The range of assumptions used for the non-U.S, plans reflects the 
different economic environments within the various countries. The 
projected benefit obligations were determined using a range of 
assu med discount ratesor 3.25% to 8.0% in 1996 and 1995 and a range 
of assumed average long-term pay progression rates of 3.0% to 6.0% in 
1996and 3.5% to 6.0% in 1995. The range of assumed long-term 
rates ofrcturn on plan assets was 7.0% to 9.0%. Accrued pension al 
December 31 includes approximately $111 million in 1996 and 
SIO I million in 1995 for two non·U.s. plans that are not funded. 
Pension accounting rules require recognition in the balance sheet of 
an additional minimum pension liability equal to the excess of the 
accumulated benefit obligation over lhe fair value of the plan assets. 
A corresponding amount is recognized as an intangible asset, not to 
exceed the amount of unrecognized prior service cost, with the bal­
ance recorded as a reduction of stockholders' equity. As of December 
31, 1996 and 1995, the company has recorded an additional non·U.S. 
minimum pension liability of $48 million and S56 million and an 
equity reduction of $39 million and $45 million. 

Retiree health care benefit plan: The company's U.S. employees 
are currently eligible to receh'e, during retirement, specified com­
pany·paid medical benefits. The plnn is contributory and premiums 
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are adjusted annually. For employees retiring on or after January 5, 
1993, the company has specified a maximum annual amount per 
retiree, based on years of service, that it will pay toward retiree 
medical premiums. For employees who retired prior to that date, the 
company maintains a consistent level of cost sharing between the 
company and the retiree. Any funding of the plan obligation will be 
at amounts determined at the discretion of management. 

Expense of the retiree health care benefit plan includes the 
following components: 

MiUions qf DoJJan 
1996 1995 1994 

Service OOS~ - benefits earned 
during tlte period ..... "... • 4 $ 4 S 3 

Interestcost on accumulated 
poslretirementbenolltobligation ... 22 23 24 

Retiree health carn benefit expense.. .... .... . . $ 26 S 27 S 21 

The funded status of the plan was as follows: 

Actuarial present \1I.tue at Dec. 31 or accumulated 
poslretiremenl benefit obligation: 

Retirees. .. . ... .. ....... .... . .... S (239) S (235) 
F'ullyeligibJeempJoyees ....................... ( 11) (16) 
Other emplO)-ee5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. ---'(,,'~2)L---;(~7~.) 

.o\ccumuJated postretirement beneftlobtigation (812) (327) 
Unrea>gnized nel (gain) loss ...................... (28) 6 
Unrerognlzed prior service OOSl .................. .. _-,(,,7)L_-'(!lf) 
Accrued at Dec. 31 ..... ................... (842) (328) 
less ClJrrenl portion.... ..... ...........•........ _"'". ,---,.--,,'.",, 

Accrued retiree health care benefit COS!! . . . . . . . . . . . ~I ,,3~";g)b~1 Jg:3J~6 

Retiree health care benefit amounts \\--ere determined usins health 
care cost trend rates of 7.3% for 1997 decreasins to 5.0% by 2()()(), and 
assumed discount rates of 7.25% for 1996 and 7.0% for 1995. Inereas· 
ins the health care cost trend rates by I % would have increased the 
accumulated postretirement benefit obligation at December 31, 1996, 
by $16 million and 1996 plan expense by $2 million. 

Special actions: In the fourth quarter of 1996, the company took 
a pretax charge of $208 million, of which $91 million was for sever­
ance for cost reduction actions consisting of a voluntary retirement 
program in the United States and selected in\'oluntaIy employment 
reductions worldwide. These actions, which primarily invol\'oo the 
components and digital products segments were essentially complet­
ed by year-end 1996 and affected approximately 2,600 employees. 
The balance of the charge, $117 million, was for asset write-downs 
on several product lines, primarily the mobile computing business. 
In 1994, the company took a pretax charge of $126 million for 
restructuring of its European operations and divestiture of certain 
non·strategic product lines. These actions were essentially complet­
ed byyear-end 1995. 

Industry Segment and Geographic Area Operations 

The company is engaged in the development, manufacture and sale 
of a variety of products in the commercial electronics and electrical 
industry primarily for industrial and consumer markets. These prod­
ucts and their markets consist of the following: components (semi­
conductors, such as integrated circuits, discrete devices and sub­
assemblies, and electrical and electronic control devices) which are 
sold primarily to original equipment manufacturers principally 
through the company's own marketing organizations and to a lesser 
extent through distributors; digital products (such as electronic 
calculators, sonware productivity tools, mobile computing products 
and other electronic systems) which are marketed through various 
channels, includins system suppliers, business equipment dealers, 
distributors, retailers, and direct sales to end·users and original 
equipment manufacturers. In 1996, the company sold substantially 
all of its custom manufacturing services business and its printer 
business, which were part of the digital products segment. Subse­
quent to year-end 1996, the company entered into an agreement to 
sell its mobile computing business. The company also produces 
metaJlurgical materials (including clad metals, precision-engineered 
parts and electronic connectors) which are primarily sold directly to 
original equipment manufacturers. 

The company's business is based principally on its broad semicon­
ductor technology and application of this technology to digital solu­
lions for the networked society. 

Industry segment and geographic area profit (loss) is notequiva· 
lent to income (loss) before provision for income taxes due to exclu· 
sion of general corporate expenses, net interest, currency exchange 
gains and losses, and other items along with elimination of unreal· 
ized profit in assets. Profit sharing expense is allocated to segment 
results based on payroll costs. Beginning the fourth quarter of 1995, 
for geographic area purposes responsibility for certain interarea 
product transfers was changed consistent with the company's 
pan-European operations approach. The effect of this change on 
1995 geographic area results was to increase Europe profits and 
decrease U.S. profits by approximately $70 million. Additionally, 
prior to 1995, for geographic area purposes U.S. interarea product 
transfers for further processing were recorded as cost credits. In 
1995, such transfers are recorded as interarea revenues. The effect 
ofthischanse was to increase 1995 U.S. interarea revenues by 
approximately S9GQ million. Royalty revenue (rom patent license 
agreements is included in the U.S. geographic net revenues and 
(except for royalty re\'enue from microcomputer system patent 
license agreements, which is included in the digitaJ products seg· 
ment) is principally included in the components segment 

Identifiable assets are those assooiated v.<ith segment or ~ 
graphic area operations, excluding unallocated cash and short.term 
investments, internal company receivables and deferred income 
taxes. Generally, revenues betw"cen industry segments and between 
geographic areas are based on prevailing market prices or an approx­
imation thereof. 



Industry Segment Net R('venues 

Components 
'l'nlde ...... 
Intersegment ............ . 

Digital Products 
1'rade .............................. . 
Intersegment 

Metallurgical Materials 
Trade ......................•......... 
Intersegment . 

Eliminations and olher ................. . 
Total ........................ . ........ . 

Industry Segment Profit (loss) 

Components ........................... . 
Digital Products ...•....•..............•. 
Metallurgical Materials ..... 
Eliminations and corporatlJ items 
Income (loss) before provision for 

income taxC$ ............... . 

Industry Segment Identifiable Assets 

Components ........................... . 
Digital Products ........................ . 
Metallurgical Wateria15 ................. . 
Eliminations and corporate Items ........ . 
Net assets of discontinued operations, .. . 

Total ................................ .. 

Depreciation 

Components ................ . 
Digital Products ........... , ........ . 
Metallurgical Materials ................ . 
Eliminations and corporate Items ...... ,. 

Total ................ , ....... ,., ..... ,. 

Additions 
Components ....... , ................. , 
Digital Products •..•....• , .•........•.. 
Metallurgical Materials ................ . 
Eliminations and corporate Items ....... . 

Tot.aI ............................... .. 

'8,008 • 9,419 '6,787 .. 60 66 
8,071 9,479 6,843 

1,717 1,829 1,661 
7 23 I 

1,724 1,852 1,662 

172 160 152 
I ' 23 " 184 183 177 

(SO) (105) (74) 

19 40 '11,409 18,608 

MiilionI q[ lJoUiJn 
199fI 1995 1994 

I 559 S 1,84tl 11,107 
(207) (56) 62 

17 2 (8) 
(392) (317) (274) 

S (23) 1 1,470 S 887 

MiJIitms q[ DoIJan 
1996 1995 1994 

16,287 15.192 $ 3,6S0 
642 930 756 

78 88 76 
1,828 2,117 1,764 

15 29 .f2I 222 

19,360 18,748 16,468 

I 861 I 612 I 51. 
20 23 24 
6 IJ 10 

24 35 32 
I ... I 681 I 680 

MULkmI 91.. DoIJan 
199. 1995 1994 

11,898 11,207 I 888 
17 32 42 
7 I. 9 

1<1 98 81 
12106S 11,351 11.020 

The following geographic area data include revenues, costs and 
expenses generated by and assets employed in operations located in 
each area: 

Goosra~hic Area Net Revenues 

United States 

""'. Interarea 

Europe 

""'. ............. ............. interarea 

East Asia ""' .. .." ...... 
interarea 

Other Areas 
Trade " ... .. ................. 
Interarca .... .. ......... 

Eliminations ... .. " ............... 
1'ouJ .. .. " ........... ........ " .. 

Googra~hic Area Profit (loss) 

United States ........................ . 
Europe ............................... . 
East Asia ..................... .. 
Other Areas ••.•. , ..•..•.. " ...•...•.•.• 
Eliminations and corporate items 
Income (loss) before prmision for 

Income taxes ................ . 

GeographiC Area Identifiabl£' Assets 

United States .......................... . 
Europe ....... ,." ... . 
East Asia ..... • ....•.•.•.•.•... 
Other Areas •...•..••..•..•...•.•.. 
Ellminations and corporate items .. 
Net ISSeis of di!continued operations 

Total ................................. . 

MUJions9l..DolkJrs 
1'96 1995 1994 

$4,489 1 5,055 1 4,263 
I t605 1,467 451 
81094 6,622 4,710 

2,091 2, 166 1,557 
46' 389 "" 21993 2,554 1,810 

8,280 4,122 2,729 
21171 11822 1,525 

91451 61944 4,254 

8<J 61 69 
8<J 69 50 

160 I" II' 
, 41318) (3,737) (2,285) 
191940 111,409 1 8,608 

MiJliIJM q[ DoIJan 
1996 1996 1994 

1 (SSO) I 1,082 S 879 
1Ii9 203 (28) 
335 287 219 

4 (2) Ii 
( 171) (100) (188) 

1 23 S 1.470 I 887 

MiUkml9l..lJolJars 
1996 1995 1994 

$4,392 18,071 S 2,222 
1,238 1,299 889 
1,898 2,163 1,618 .. " 43 
1,258 1,748 1,476 

52' 421 222 

191360 181748 , 6,468 



NOTES TO FINANCIAL STATEMENTS 
(conlinutd) 

Income Taxes 

Income (wss) before Provision for IncomeThxcs 

1996 ... . 
1995 .... . 
1994 .... . 

S(850) 
1,082 

879 

S 498 
' 88 
'00 

$(1 71 ) 
( ' 00) 
(ISS) 

$ ( 23) 
IAiO 

7 

With the exception of interarea elimination of unrealized profit in 
assets, which increased S3 million in 1996, increased $5 million in 
1995 and increased $18 million in 1994, the remaining corporate 
items consist primari ly of general corporate expenses which are 
applicable to both U.S. and non-U.S. operations. These expenses arc 
generally deductible for tax purposes in the U.S. 

Provision (Credit) for Income Taxes 
JiilWnlSq[DoiIan 

U.S. federal Non-U.S. U.S. State ,..,,,, 
' 99<1 
Current ........... $( 125) S 202 S {3} '" Deferred .••. .......... (<<) (') ( ' ) (51) 

"'" .................. $( \69) "96 $ (4) '23 
''''' Current ................ , 319 S 182 '27 .528 
Deferred ............... (36) {IS) , (54) 

"'" ....... ........... , 283 0188 • 28 $4i4 

• 994 
Current ...... ......... $ 217 • 94 • 16 .,.,--, 
Deferred .. (16) (IS} 2 (32) 

",,' ....... , 20' , 76 , IS $295 

Principal reconciling items from income tax computed at the statu· 
tory federal rate follow. 

Computed tM at statutoI}' rate ..... 
Errect of acquired in·process R&D .. 
Errect of non·U.S. r.ltCS . ..... .... .. 
Research and eXI)('rimentation tax tredits . 
Effectof U.S. state income taxes ........ . 
Other ..••.•.•.•...•.•........ 
Total provision for income taxes ... 

Millions ojDollan 
1996 1995 1004 
$ (8) $ 515 $310 

61 
(0) (89) (43) 

( Il) (5) (2) 
( 3) 17 12 

(19) 36 18 

'23 $474 $295 

Included in the effcctof non·U.S. rates for 1996, 1995 and 1994 isa 
$4 million, a S93 million and a SOO million oonefit from tax loss carry­
forward utilization reduced by certain non·U.S. taxes and losses for 
which no benefit was recognized. Provision has been made for 
deferred taxes on undistributed earnings of non·U.S. subsidiaries to 
the extent that dividend payments from such companies are 
expected to result in additional tax liability. The remaining undis· 
tributed earnings (approximately $160 million at December 31, 
1996) have been indefinitely reinvested; therefore, no provision has 
been made for taxes due upon remittance of these earnings. 
Determination of the amount of unrecognized deferred iax liability 
on these unremitted earnings is not practicable. 
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The primary components of deferred income tax assets and 
liabilities at December 31 were as follows: 

Deferred income tax assets: 
Ar<'roed retircment costs 

(pension and rctiree health care) ..... . U20 
In\'{'ntorics and rclated rcst'r\"eS .•••......... '" Atcroed expenses ........................ . 18. 
Loss tan}'forwaros ......................... .. .. 
Other .............................. . ' 97 

'<0 
Less valuation allowance .............. . ". 

706 
Deferred income tax liabilities: 

Projl(!rty. plant and equipment (96) 
Other ............................. . ~) 

(251) 

Net deferred income tax asset ..... .. .. 1455 

,,,,. 
228 
197 

" IiI) 

94' 
J!92) 

'" 
( '23) 
-'89) 

~ 

(2 12) 

"" 
As of December 31, 1996 and 1995, the net deferred income tax asset 
of $455 million and $438 million was presented in the balance sheet, 
based on taxjurisdiction, as deferred income taX assets of 
$587 million and $032 million and deferred income tax liabilities of 
$132 million and $94 million. The valuation allowance sh~ll abo\l(' 
reflccts the companrs ongoing assessment regarding the realizability 
of eertain non-U.S. deferred income tax assets. The balance of the 
deferred income tax assets is considered realizable based on carry . 
back potential, existing taxable temporary differences, and expecta· 
tion of ruture income levels comparable to recent results. Such 
ruture income levels arc not assured because of the nature of the 
compsnrs bUSinesses, which are generally characterized by rapidly 
changing technology and intense competition . 

The company has aggregate non·U.S. tax loss carryf'orwardsof 
approximately $05 million. Of this amount, $38 million expires 
through the year 2006 and $57 million has no expiration. 

Income taxes paid were $240 million, $384 million and 
$309 mi ll ion fo r 1996, 1!)!)5 and 1994. 

Rental Expense Bnd lease Commitments 

Rental and lease expense was $175 million in 1996, $151 million in 
1995 and $143 million in 1994. The company conducts certain opera· 
tions in leased facilities and also leases a portion of its data process­
ing and other equipment. The lease agreements rrequently include 
purchase and renew.!l provisions and require the company to pay 
taxes, insurance and maintenance costs. 

At December 31, 1996, the company was commitied under nono('3Jl' 
celable leases with minimum rentals in suCCt!Cding years as folloo"5: 

Non-Cancelable i.R3S('S 

1007 ................................... . 
1998 .. . ..................... . 
1999 .............. . 
2000 ........ . 
2001 ......... . 
Latcryears ................................. .. 

$ 113 
79 

" " 24 
' 88 



REPORT OF ERNST & YOUNG llP. INDEPENDENT AUDITORS 

The Board oj Directors 

Texas Instruments Incorporated 

We have audited the accompanying consolidated balance sheets of Texas Instruments Incorporated and subsidiaries (the 

Co mpany) at December 31, 1996 and 1995, and the related consolidated statements of income, stockholders' equity, and 

cash nows for each of the three years in the period ended December 31, 1996. These financial statements are tho responsi· 

bility of the Company's management. Our responsibility is to express an opinion on these financial statements based on our 

audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan 

and perform the audit to obtain reasonable assurance about whether the financia l statements are free of material misstate­

ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial state­

ments. An aud it also includes assessing the accou nting principles used and significant estimates made by management, as 

well as evaluating the overall financial statement presentation. We believe that our aud its provide a reasonable basis 

for ou r opin ion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial 

position of Texas Instruments Incorporated and subsidiari es at December 31, 1996 and 1995, and the results of its operations 

and cash flows for each of the th ree years in the period ended December 31, 1996, in conformity with generally accepted 

accounting principles. 

Dallas, 1b;as 

January 22, 1997 
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SUMMARY OF SElECTEO FINANCIAL DATA 

Years ended December 31 

MUlions oj /JoUars 

Net revenues ..... ....... .... ........... ......... , ................ 
Operating costs and expenses ....................................... 
Profit (loss) from operations .........•.. •.....•..•.................. 
Other income (expense) net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Interest on loans ..................................•.... . ...... .. .. 
Income (loss) before prOvision for income taxes . . . . . . . . . . . . . . . . . . . . . . . 
Provision for income taxes ........... .... .. ................... .. .... 
Income (loss) from continuing operations before 

cumulative effect of accounting changes .... . ..... .. ............ 

Earnings (loss) per common and common equivalent share 
from conti nuing operations before cumulative 

$ 

$ 

1996 1995 

9,940 111,409 
9,966 9,970 

(26) 1,439 
76 79 
73 48 

(23) 1,470 
23 474 

(46) $ 996 

1994 1993 1992 

S 8,608 S 6,687 S 5,456 
7,682 6,157 5,233 

926 530 233 
6 19 6 

45 47 61 
887 502 178 
295 147 51 

S 592 1 355 S 127 

effect of accounting changes .................................... (.24) S 5.15 S 3.12 $ 1.89 $ .55 

Dividends declared per common share. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. $ .68 S .64 S .47 I .36 S .36 

Average common and common equivalent shares outstanding 
during year, in thousands. . .. . ... . .. . . . . . .... . .. . . . . . . . . . . . . •. . .. . 192,117 193,631 190,855 187,2 11 170,621 

As of December 31 1996 1995 1994 1993 1992 
MUlions qf DolkJrs 

Working capital ..... ............. .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I 1,968 $ 2,566 S 1,965 S 1,499 S 1,219 
Property, plant and equipment (net) ...... .. .......... ............... 4,162 2,894 2,277 1,810 1,804 
Total assets ................. . ............ ........................ 9,360 8,748 6,468 5,411 4,847 
Long-term debt ................ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,697 804 808 694 909 
Stockholders' equity .. ....... .. .. .. ................... . , ........... 4,097 4,095 3,039 2,316 1,847 

Employees . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . , . . . . . , . . . . . . . . . . . . . . . . 59,927 59,574 56,333 59,048 60,577 
Stockholders of record .............. ............................... 82,804 30,034 28,740 29,129 31,4i9 

Employees include persons employed in the company's Defense Systems and Electronics business. 

&e Noles to F'i1Ulnci(ll SkUerrumts and ManagemenJ ~ andAnalystI qfPinanciol CondUkm and ResuUs qf Operanom. 
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SUPPlEMENTAL FINANCIAL INFORMATION 

Management Discussion and Analysis of 
Financial Condition and Results of Operations 

The management discussion and analysis of the company's financial 
condition and results of operations consists of the first two para­
graphs of the letler to stockholders set forth on page 2 of this report 
and the following additional information: 

Components ... " .....•.. 
Digital Products ......... . 

ComponCnUi . . ....... .. 
Digital ProdIlCts ................ . 

"."' 

Change in 
,..,'" 

1996 IlL 1995 

Oown27J 
Down lax 

-"" 
Change in 

orders, 
4096 ¥s. 4095 

1996 Results of Operations Compared with 1995 

Change in 
nel revenues, 
199611L199!i 

Dovon lfi!l -,. 
Change in 

net revenlllS. 
4096 n. 4Q9S 

Oown 18' 
Down47' 

Oo\\'n22' 

TI's orders for continuing operations for 1996 were $9.3 billion, down 
23 percent from S12.1 billion in 1995. Significantly reduced DRAM 
prices in the components segment were the primary contributor to 
the change. 

Tl's net revenues for continuing operations for 1996 were 
S9.9 billion, down 13 percent from S11.4 billion in 1995. The 
decrease in the components segment was due to significantly lower 
DRAM prices and reduced royalties. Digital signal processors and 
mixed·signaVanalog products grew strongly in 1996. [n the digital 
products segment, the sale of substantially all the Custom Manufac­
turing Services (CMS) business in the first quarter and the sale of 
the printer business in the third quarter accounted for most of the 
decrease. 

PFO from continuing operations for 1996, excluding the special 
charges, was S374 million, down from $1439 million in 1995 primar­
ily because of significantly lower DRAM prices and reduced royal­
ties. Including the special charges, loss from operations was 
S26 million. 

The special charges for continuing operations during 1996 
include $192 million for in-process R&D associated with the pur­
chase of Silicon Systems, Inc. (SSi) in the third quarter, and $91 
million in the fourth quarter for severance costs related to voluntary 
retirement and in .... oluntary actions, as well as S117 million for asset 
write-downs on certain product Jines, principally mobile computing. 

Net loss from continuing operations including special charges in 
1996 was 146 million, and loss per share was $0.24. Net~ncome for 
the year from continuing operations, excluding the Special charges, 
was $281 million, compared with $096 million in 1995. Earnings per 
share from continuing operations, excluding the special charges, 
were $1.46, compared with $5.15 in 1995. 

Results from oontinuingoperations for 1995 included 
$257 million of profit sharing. There was no profit sharing in 1996. 

Net income including discontinued operations for the year was 
$63 million, and earnings per share were SO.33. 

Royalty revenues were S300 million lower in 1996 than the record 
royalties received in 1995. The decrease is primarily due to a redue­
tion in royalty rates in exchange for longer-tenn agreements, 
expired licenses that have not yet been renC' .... ed, and licensees' 
lower DRAM re\"enues. Also, first-quarter 1995 royalty revenues 
included a favorable adjustment of S36 million related to higher­
than-estimated licensee shipments in the second half of 1994. 

Payments that licensees will make over the next five years under 
the recently negotiated ten-year agreements with Samsung Elec­
tronics Co., Ltd., Fuj itsu Limited, Oki Ltd. and Matsushita Electric 
Industrial Co., Ltd. arc expected to exceed payments made under 
the expired five-year licenses. Negotiations continue with NEC 
Corporation and several smaller finns, including firms not previously 
licensed. TI continues to expect a significant ongoing stream of 
royalty revenue into the next century. . 

The Thkyo High Court has noLyetdecided Tl's appeal ofa rulmg 
that FUjitsu's production of certain memory products does no~ . 
infringe Tl's Kilby patent. The decision should not have any slgnlfi· 
cant effect on existing licenses. 

For 1997, the estimated effective tax rate for continuing opera­
tions is about 35 percent 

Tl's backlog of unfilled orders for continuing operations as of 
December 31, 1996, was $1623 million, down $671 million from the 
end of 1995, due primarily to decreases in semiconductors and the 
C~IS sale. 

R&D for continuing operations was S1181 million for 1996, 
compared .... ith $842 million for 1995. The 1996 R&D includes the 
$192 million charge associated with the SSi acquisition. 

Capital expenditures for continuing operations were 
$2003 million in 1996, compared with $1351 million in 1995. 

Depreciation fo r continuing operations for 1996 was $904 million, 
compared with $681 million in 1995. Depreciation in 1997 is 
expected to be about $1.2 billion. 

Components Segment For 1996, orders in the components 
segment were down 27 percent, and revenues were down 15 perc~nt 
from 1995, primarily because of the prooipitous drop in DRAM prices 
and lower royalties. Tl's semiconductor orders for the fourth quar­
ter were up solidly from the third quarter of 1996. Fourth quarter 
orders for DSPS, comprised of digital signal processors plus mixed­
signaVanalog products, grew more than 30 percent over the f~urth 
Quarter of 1995, with particular strength in .... ireless communlca· 
tions and mass storage applications. Tl's semiconductor revenues 
for the fourth quarter of 1996 were up sequentially from the prior 
quarter. DSPS revenues in 1996 increased strongly from 1995 and 
exceeded 40 percent of the company's total semiconductor revenues 
during the fourth quarter. 

Components segment profits for 1996 were down from 1995 
because of sharply lower DRAM prices and lower royalities. Results 
for the components segment include a charge of$192 million in the 
third quarter of 1996 related to the SSi acquisition and a charge of 
$61 million in the fourth quarter of 1996 for cost reduction actions. 
Excluding charges, semiconductor operating profit in the fourth 
quarter of 1996 was up significantly from the third ~ua.rte r as all 
product groups showed improvement. Memory, whJle Improved, 

1996 Mr'lllfllltPOl1 reus In,Humen1, IncOfpOr81ed end Subsidiaries 33 



SUPPLEMENTAL FINANCIA L I NFORMATION 
(conlinued) 

operated at a loss in the fourth quarter due to continued lower 
prices and the high level of fixed investment. 

Tl's plans for 1997 are based on a modcrate rccomry in the world 
semiconductor markct, \\~th sustainable growth in electronic end 
equipment. Customer inrcntories of semiconductors are at histori­
cally low levels. DRAM prices remain volatile and the ncar-term 
memory market environment is expected to be difficult, although 
the bit gro"1h rate remains strong. 

Digital Products Segment Orders in TI's digital products segment 
were down 13 percent in 1096, and revenues were down seven 
percent, compared with 1995. Excluding the eMS and printer busi­
nesses, which were sold during the year. revenues were up37 per­
cent. The segment operated at a Joss during the year, due to the 
high levcl of marketing expenso and intense price competition in 
mobile computing, as well as continued investments and new prod­
uct development in lhe software business and in communications 
and electronics systems. fourth quarter operations include the 
impact of sharply lower mobile computing revcnues, compared with 
the third qUar1cr of 1996, which negatively impacted fourth quarter 
earnings per share by about S1108 per share from the running rate of 
the prior quarter. Results for the digital products segment include a 
charge of $125 million in the fourth quarter for cost reduction 
actions and asset "Titc-do .... 1)S. As expected. calculators operated at 
break-cvcn in the fourth Quarter after achieving substantial sea­
sonal profits in the second and thinl quarters. 

In addition to the charge for asset write-downs taken in the 
fourth Quarter, TI expects to take a charge in the first quarter of 
1997 for severance and other costs associated with the sale of the 
mobile computing business. As a result of the sale agreement, TI 
will not reflect operating results of the mobile computing business 
subsequent to 1996. 

Emerging Opportunities: Tl's digital imaging products continue to 
make steady progress in the transition from R&D to initial produc­
tion, targeted at the vcry competitive commercial projection display 
market. The major long-term challenge continues to be cost reduc­
tion to levels that will permit participation in several markets. The 
company remains positive about the oj)j)ortunity to build a high­
grov.th business and expects to continue significant investments 
in 1997. 

Discontinued Operations: For discontinued operations, a special 
pretax charge of 532 million was taken for voluntary and ill\-oluntary 
severance actions during the fourth quarter of 1996. 

Financial Condition: TI's financial condition remains sound. Dur­
ing the year, cash and cash equivalents plus short-term im-cstments 
decreased by S575 million to $978 million. Net cash provided by 
operating activities was negaUvely impacted by the payout of 1995 
profit sharing in the first quarter. Investments in property, plant and 
equipment were S2063 million for the year, and the sale ofTI's CMS 
business generated $132 million of cash in the first half of 1996. 

In the third quarter, TI acquired Silicon Systems, Inc. \~a a stock 
purchase agreement for 5340 million in cash plus the assumption of 
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a $235 million tong-term nOle to TDK Corp. of Japan. The cash pay­
ment. initially financed by a draw down on TI's existing tine of bank 
credit, was permanently financed through the company's issuance 
on July 26 of $-100 million of three- and four-year notes. 

On January 6, 1997, TI and RJil1heon Company announc('d that 
their boards of directors had appro\'cd a definitive agreement for 
~1heon to purchase the assets of Tl's defense operations for 
52.95 billion in cash. The transaction is subject to Hart-Scott­
Rodino antitrust review and is expected to close in the second quar­
terof 1997. TI plans to usc the net proceeds from the sale to 
sl rengthen its focus on digital solutions for the networkfd society. 

The outstanding balance of commercial paper was $299 million 
at the end of lhe year, up from zero at the end of 1995. Other financ­
ing activities included the first quarter issuance of $300 million of 
6. 125% notes due in 2006, the balance increase of Italian lira mort­
gage noh's of$102 million in the second quarter, and the August 28 
redcmption, at I)ar, of $150 million of 9.0% notes due in 1999. At 
year-cnd, the debt-to-total-capital ratio was .33. up from .17 at the 
end of 1095. 

Unused authorizations for fu ture capital expenditures wen' 
S795 million at December 31, 1996. Capital expenditul"l'S are 
planned to be about SI.I billion in 1997, compared \\ith $2.1 billion 
in 1996. Excluding the one-time charge associated \\ith the SSi 
acquisition. R&D "ill be increased to about S1. 1 billion in 199;, up 
from 51.0 bi1lion in 1006. primari ly to ~upport digitial signal process­
ing solutions and other advanced semiconductor technology. 

The company maintains lines of credit to support comme-rtial 
pap('r borrowings and to provide additional liquidity. Thf'se lines of 
crediL totaled $696 million at December 31. 1996. Of this amount. 
5600 million exists to support outstanding and future commertial 
paper borrowings or short-term bank loans. 

The company believes that its financial condition prO\ides the 
fou ndation for continued support of lhe programs essential to 
T['s future. 

1995 Results of Operations Compared with 1994 
Tl's orders for 1995 were $12.1 billion, UI) 39 percent from 
$8.7 billion in W94. Significantly higher semiconductor orders in 
the components segment were the primary contributor to the 
change. 

Tl's net re\-enues for 1995 were $1 1.4 billion,up 33 percent from 
$8.6 billion in 1994. The increase was due primari~ to higher semi· 
conductor revenues in the components segment, resulting from 
increased shipments and new produCIli. Demand was partirular~' 
strong for digital signal processors, mixed-signal products and memo 
ory. Profit from operations was $1439 million. up 55 pl.'rr-enl from 
S926 mil lion in 1994. Higher semiconductor operating profits 
accounted for much of the increase; higher royalties abo oon­
tributed. Results for 1995 included a profit sharing accrual of 
$257 million compared \vith $133 million accrued in 199t Results 
for 1994 included $126 million in pretax restructuring and di\"(~sti­
turn charges taken in the fi rst quarter. 

NeL income from continuingol>crations ror 1995 was 
5996 million, compared with 5592 million in 1994. an increase of 
68 percent. Earnings per share from continuing operations 



were 55.15, \'ersus $3. 12 for 1994. Consistent with its goal of increas· 
ing shareholder value, TI posted a return on invested capital 
(RO le) of 24.8 percent, up from 19.5 percent in 1994 (including the 
effect of discontinued operations). 

Results for 1995 included significantly higher royalty re\'enues. 
TI's backlog of untilled ordcrs as of December 31, 1995, was 

52294 million, up $678 million from the end of 1994, due to an 
increase in semiconductor backlog. 

TI R&D was $842 million for 1995 compared with 5578 million in 
1994. Capital expenditures were 51351 million in 1995, compared 
with $1020 million in 1994. 

Depreciation for 1995 was 5681 million, compared with 
5580 million in 1994. 

Components Segment: Orders in the components segment were up 
45 percent for 1996, and revenues up 39 percent from 1994, with 
particular strength in semiconductors, which grew faster than the 
segment. Components segment profits were up 66 percent, primar· 
ily due to improved semiconductor manufacluring productivity and 
higher royalties. 

Semiconductor revenues reached record levels in 1995, primarily 
due to grO\\th in memory and application speeific products. Profits, 
up substantially in 1995 over 1994, also reached record levels. Semi· 
conductor operating margins improved in 1995, primarily due to 
increased manufacturing productivity. 

Digital Products Segment Orders in TI's digital products segment 
were up 14 percent in 1995, and revenues UI) II percent, compared 
with 1994. The segment operated at a loss during 1995, due to 
increased marketing expenses and intense price competition in 
notebook computers, as w('11 as continued investments and new 
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product development in commu nications and electronic systems, 
and in the software business. 

TI significanUy increased marketing investments in the notebook 
computer business to increase brand awareness and aggressi\'cly 
communicate a strategic shift that emphasized mobility and conncc­
th1ty in the networked society. These investments, coupled with 
intense price competition, caused the business to operatc at a loss 
for 1995. TI software also OjlCrated ala loss for 1995. 

Common Stock Prices and Dividends 

TJ common stock is listed on the Now York Stock Exchange and 
traded principally in that market. In addition, TJ common stock is 
listed on the London, Tok)'o and Swiss stock exchanges. The wble 
below shows the high and low pricesofTI common stock Oil the 
composite tape as reported by The IIWi Street Journal and the di\1' 
dends paid per common share for each quarter during the past two 
rears, adjusted for the lwo-for-olle stock split in 1995. 
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'ni «. 10' 2" ' ni <t. 
$ 3,00CI $ 3,147 $2,675 $2,399 IZ,407 n,459 
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As a result of the 1096 acquisition of Silicon Systems, Inc., the company took a one· time charge of $192 million in the third quarter for the 
\'3lue or acquired in-process research and development. In the fourth quarter of 1!l96, the company accrued $106 million for catch·up royalty 
revenues due under the newcross·license agreement with Samsung ElectronicsCo., Ltd. Also in the fourth quarter, the company took a pre­
tax charge of $208 million for cost reduction actions. 

Earnings (loss) per common and common equivalentshare are based on average common and common cquivalcntshares outstanding 
(190,076,427 shares and 194,676,703 shares for the fourth quarters of 1996 and 1995). 
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BOARO OF OIRECTORS , OFFICERS AND TI FELLOWS 

Directors 
>I James R. Adams 

OWIirman of the Board 

David L Boren 
President, 
The University of Oklahoma 

James B. Busey IV 
RetiredAdmiral. U. S. N~ 

.... / Thomas J. Engibous 
\?\.. Presidenl and 

CIlief Executive Officer 

Gerald W. Fronterhouse 
InvestmefllS 

David R. Goode 
Chairman. President and 
Chief Executive Officer. 
Nortolk Southern Corporation 

Gloria M. Shatto 
President, 
8effy COl", 

William P. Weber 
VICe Dlairman 
Clayton K. Veutter 
OfCoooseI. 
HocJan & Hartson 

Corporate Officers 
'- / James R. Adams 
V\.. OWIirman of the Board 

'-./Thomas J . Engibous 'l'\.. ..... 
"\ President and J,N"""-

OIief Executive Officer 

. Y William P. Weber 'T'\.... •• 
V" 'vICe Olairman ,l.Alr--

"- /" Gary D. Clubb 
V\. Executive VICe Presid8!11 

David D. Martin 
Executive Vice President X Richard K. Templeton ~ 
Executive Vice President 

David W. Welp 
Executive Vice President 

X Richard J . Agnich 
Senior VICe President. 
Secrelaly and General Counsel 
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Senior VICe President. • 
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OIie! FlI'\8IlCial Officer 
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Vice President 
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New TI Fellows 

A n Fellow is a scientist or 
technologist \\'00 is recognized 
by his or her peers and n man· 
agement for outstanding per. 
formance. Fellows are elecled 
based on patents. publications 
and, most important. contribu­
tions 10 the sua:ess of n 
projects. 

TI Fellows elected in 1996 
were: 
Ih-Chin Chen 
Josej:tl C. FU!!Elf 
Thomas C. HolIO'NaY 
Roger D. Norwood 
Paul Saunier 
Tadashi TilChibana 
Vishu Viswanathan 



STOCKHOLOER ANO OTHER INFORMATION 

SEC Form 10-K 
Stodholders may oIMaln a copy 
of the company·s 1II'W"IU81 report 
to the SecuntleS and Exchange 
Commissioo 00 Form 1 (}.K With· 
out charge lexcept for exhitlllsl 
by WfltUlQ 10: 

Manager of Investor Relations. 
PO. Box 655474. MS413. 
Dallas, TX 75265 

Stock Exchange listings 
The common stott of Texas 
Instruments Incorporated is 
listed on !he New Yon: Stock 
Exchange. the london, Tolcyo 
and Swiss stock exchanges 
r ICker symbol: TXN 

Transfer Agent 
& Registrar 
Harris Trust and SaVIIlQS Bank 
AttefillOll TI Desk 
PO. Box 755 
Olicago. n.. 6C6OO 

Executive Offices 
Te.otaS Instnments Ircorporated 
13500 North Cenlral ~ 
PO Bo.655474 
Dallas, TX 75265 
Phone: (972) 995--21)11 I 
Fctt (972199S-436(l 

~'HornePagE h~jtwwwtl:,J 
For financiaVproduct 
literature and general 
information: 
Customer Rt:sponse Center 
PO. Box 655012. MS 57 
Dallas. TX 75265 
Toll free 8CJO.232·3200 
(9721995-6611 

Corporate Contacts 
For investor information: 
I~tor Relations 
PO. Box655474. MS413 
Dallas. TX 75265 
1972) 995--3n3 

For stockholder records 
information: 
Harris Trust and Savings Bank 
Attention: n Desk 
po. Box 755 
Chicago,llSlliro 
Toll free: !DJ-9B1-8676 
(312)461·7763 

For dividend reinvestment 
information: 
Hams Trust and Savings Bank 
Dividend Remves!ment Service 
PO BoxA3309 
Dlicago.IL SIliro 
(312)461·3930 

For media information: 
C'hporate Maull! Rela\lons 
PO Box655474.MS227 
Dallas. TX 75265 
1972) 9!&4001 

Safe Harbor Statement 
"Safe Harbor- Statement oo:ler 
the Private Securities Utigation 
Reform k;t of 1995 With the 
exception of historical informa· 
tion. the matters discussed in 
this amual report are forward­
loolung staterM11S thaI involve 
risks and uncertamtlEls includ· 
ing. but not limited to. ec0-
nomic conditions, product 
demand and indust/y capacity. 
competitiVE! products and pric· 
Ing. manufacturing effICiencies. 
nf1'N product development. 
timely completion of 
alVlOOnced asset sales. ability 
10 enforce patents. availability 
of raw materials and CritICal 
manufactUflng eqUipment. new 
plant startups. the regulatory 
and trade enwonmenl. and 
othel" riSks IndICated in filings 
With the Securities and 
&change Coowr.'ssion 

Trademarks 
The followmg are registered 
nlIl'IIS. trade names aod trade­
marks of their respectl'o'e 

"",."." 
TeJIQS Inscnxnenrs /ncoqxxated 
TravelMate 
E>t ... 
ThunderSwltdl 
lhunderlan 
Digital 19lt Processing 
DIP 
Com_ 

US RobotICS 
US RobotICS 
>2 

Iomega 
Iomega 
Z,' 
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