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Introduction

This Annual Report contains forward-looking statements that contain risks and uncertainties. Our actual results may
differ significantly from future results as a result of factors such as those set forth in Part I. Item 3D. Risk Factors and
Part I, Item 5G. Safe Harbor.

The financial information included in this Annual Report is based on United States Generally Accepted Accounting
Principles (U.S. GAAP), unless otherwise indicated.

In presenting and discussing our financial position, operating results and cash flows, management uses certain
non-U.S. GAAP financial measures. These non-U.S. GAAP financial measures should not be viewed in isolation or as
alternatives to the equivalent U.S. GAAP measures and should be used in conjunction with the most directly
comparable U.S. GAAP measures. A discussion of non-U.S. GAAP measures included in this Annual Report and a
reconciliation of such measures to the most directly comparable U.S. GAAP measures are set forth under Use of
Certain Non-U.S. GAAP Financial Measures contained in this report under Part I, Item SA. Operating Results.

Unless otherwise required, all references hereinto we , our , us , NXP andthe Company areto NXP Semiconduct
N.V. and its consolidated subsidiaries.

A glossary of abbreviations and technical terms used in this Annual Report is set forth on page 74.

Table of Contents 8
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PART I

Item 1. Identity of Directors, Senior Management and Advisers
Not applicable.

Item 2. Offer Statistics and Expected Timetable
Not applicable.

Item 3. Key Information
A. Selected Financial Data

The following table presents a summary of our selected historical consolidated financial data. We prepare our
financial statements in accordance with U.S. GAAP.

The results of operations for prior years are not necessarily indicative of the results to be expected for any future
period.
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The selected historical consolidated financial data should be read in conjunction with the discussion under Part I,
Item S5A. Operating Results and the Consolidated Financial Statements and the accompanying notes included

elsewhere in this Annual Report.

($ in millions unless otherwise stated)
Consolidated Statements of Operations:

Revenue

Operating income (loss)

Financial income (expense)-net

Income (loss) from continuing operations attributable
to stockholders

Income (loss) from discontinued operations
attributable to stockholders

Net income (loss) attributable to stockholders

Per share data(V®):
Basic earnings per common share attributable to
stockholders in $
- Income (loss) from continuing operations
- Income (loss) from discontinued operations
- Net income (loss)
Diluted earnings per common share attributable to
stockholders in $
- Income (loss) from continuing operations
- Income (loss) from discontinued operations
- Net income (loss)
Weighted average number of shares of common stock
outstanding during the year (in thousands)
Basic
Diluted

Consolidated balance sheet data:
Cash and cash equivalents

Total assets

Net assets

Working capital®

Total debt®

Total stockholders equity
Common stock

Other operating data:
Capital expenditures
Depreciation and amortization(®)

Consolidated statements of cash flows data:
Net cash provided by (used for):
Operating activities

Table of Contents

As of and for the years ended December 31,

2014
5,647
1,049

(410)

539

539

2.27

2.27

2.17

2.17

237,954
248,609

1,185
6,893
801
1,340
3,999
538
51

(329)
405

1,468

2013
4,815
651
(274)

348

348

1.40

1.40

1.36

1.36

248,526
255,050

670
6,449
1,546

939
3,321
1,301

51

(215)
514

891

2012
4,358
412

(437)

(116)

1
(115)

(0.46)

(0.46)

(0.46)

(0.46)

248,064
2438,0643)

617
6,439
1,284

765
3,492
1,049

51

(251)
533

722

2011

4,194
357
(257)

(44)

434
390

0.17)
1.74
1.57

0.17)
1.74
1.57

248,812
248,8120)

743
6,612
1,357

969
3,799
1,145

51

(221)
591

175

2010

4,402
273
(628)

(515)

59
(456)

(2.25)
0.26
(1.99)

(2.25)
0.26
(1.99)

229,280
229,280

898
7,637
1,219

811
4,551

986

51

(258)
684

361
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Investing activities (387) (240) (243)
Financing activities (554) (598) (574)
Net cash provided by (used for) continuing operations 527 53 (95)
Net cash provided by (used for) discontinued

operations 45)

(202) (269)
(926) (157)
(953) (65)
809 )

(1) In 2010, we amended our articles of association in order to effect a 1-for-20 reverse stock split, decreasing the
number of shares of common stock outstanding from approximately 4.3 billion to approximately 215 million and
increasing the par value of the shares of common stock from 0.01 to 0.20. In all periods presented, basic and
diluted weighted average shares outstanding and earnings per share have been calculated to reflect the 1-for-20

reverse stock split.
(2) The Company has not paid any dividends during the periods presented.

(3) Due to our net losses from continuing operations attributable to stockholders in the periods from 2010 to 2012, all
potentially dilutive securities have been excluded from the calculation of diluted earnings per common share

because their effect would be anti-dilutive.

(4) Working capital is calculated as current assets less current liabilities (excluding short-term debt).

Table of Contents
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(5) As adjusted for our cash and cash equivalents our net debt was calculated as follows:

($ in millions) 2014 2013 2012 2011 2010
Long-term debt 3979 3,281 3,185 3,747 4,128
Short-term debt 20 40 307 52 423
Total debt 3999 3321 3,492 3,799 4,551
Less: cash and cash equivalents (1,185) (670) (617) (743) (898)
Net debt 2,814 2,651 2875 3,056 3,653

Net debt is a non-GAAP financial measure. See Use of Certain Non-GAAP Financial Measures under Part I, SA.
Operating Results.

(6) Depreciation and amortization includes the cumulative net effect of purchase price adjustments related to a
number of acquisitions and divestments, including the purchase by a consortium of private equity investors of an
80.1% interest in our business, described elsewhere in this Annual Report as our Formation. The cumulative net
effects of purchase price adjustments in depreciation and amortization aggregated to $164 million in 2014, $246
million in 2013, $273 million in 2012, $301 million in 2011 and $302 million in 2010. In 2014, depreciation and
amortization included $1 million (2013: $9 million; 2012: $2 million; 2011: $5 million and 2010: $40 million)
related to disposals that occurred in connection with our restructuring activities and $1 million (2013: $3 million;
2012: $2 million; 2011: $1 million and 2010: $6 million) relating to other incidental items. For a detailed list of
the acquisitions and a discussion of the effect of acquisition accounting, see the Effect of Acquisition Accounting
section in Part I, Item 5 A. Operating Results. Depreciation and amortization also includes impairments to
goodwill and other intangibles, as well as write-offs in connection with acquired in-process research and
development, if any.

As used in this Annual Report, euro , or means the single unified currency of the European Monetary Union.

US.dollar , USD , US.$ or $ means the lawful currency of the United States of America. As used in this Annual

Report, the term noon buying rate refers to the exchange rate for euro, expressed in U.S. dollars per euro, as

announced by the Federal Reserve Bank of New York for customs purposes as the rate in the city of New York for

cable transfers in foreign currencies.

The table below shows the average noon buying rates for U.S. dollars per euro for the five years ended December 31,
2014. The averages set forth in the table below have been computed using the noon buying rate on the last business
day of each month during the periods indicated.

Year ended December 31,
2014 2013 2012 2011 2010
Average $ per 1.3297 13281 1.2859 1.3931  1.3261
The following table shows the high and low noon buying rates for U.S. dollars per euro for each of the six months in
the six-month period ended February 20, 2015:
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Month High Low
($ per )

2014

August 1.3436 1.3150
September 1.3136 1.2628
October 1.2812 1.2517
November 1.2554 1.2394
December 1.2504 1.2101
2015

January 1.2015 1.1279

On February 20, 2015, the noon buying rate was $1.1372 per 1.00.

Fluctuations in the value of the euro relative to the U.S. dollar have had a significant effect on the translation into U.S.
dollar of our euro-denominated assets, liabilities, revenue and expenses, and may continue to do so in the future. For
further information on the impact of fluctuations in exchange rates on our operations, see the Fluctuations in Foreign
Rates May Have An Adverse Effect On Our Financial Results section in Part I, Item 3D. Risk Factors and the Foreign
Currency Risks section in Part I, Item 11. Quantitative and Qualitative Disclosures About Market Risk.

Table of Contents 13



Edgar Filing: NXP Semiconductors N.V. - Form 20-F

B. Capitalization and Indebtedness
Not applicable.
C. Reasons for the Offer and Use of Proceeds

Not applicable.
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D. Risk Factors

The following section provides an overview of the risks to which our business is exposed. You should carefully
consider the risk factors described below and all other information contained in this Annual Report, including the
Consolidated Financial Statements and related notes. The occurrence of the risks described below could have a
material adverse impact on our business, financial condition or results of operations. Various statements in this
Annual Report, including the following risk factors, contain forward-looking statements. Please also refer to Part I,
Item 5G. Safe Harbor, contained elsewhere in this Annual Report.

Risks related to our business
The semiconductor industry is highly cyclical.

Historically, the relationship between supply and demand in the semiconductor industry has caused a high degree of
cyclicality in the semiconductor market. Semiconductor supply is partly driven by manufacturing capacity, which in
the past has demonstrated alternating periods of substantial capacity additions and periods in which no or limited
capacity was added. As a general matter, ssmiconductor companies are more likely to add capacity in periods when
current or expected future demand is strong and margins are, or are expected to be, high. Investments in new capacity
can result in overcapacity, which can lead to a reduction in prices and margins. In response, companies typically limit
further capacity additions, eventually causing the market to be relatively undersupplied. In addition, demand for
semiconductors varies, which can exacerbate the effect of supply fluctuations. As a result of this cyclicality, the
semiconductor industry has in the past experienced significant downturns, such as in 1997/1998, 2001/2002 and in
2008/2009, often in connection with, or in anticipation of, maturing life cycles of semiconductor companies products
and declines in general economic conditions. These downturns have been characterized by diminishing demand for
end-user products, high inventory levels, under-utilization of manufacturing capacity and accelerated erosion of
average selling prices. The foregoing risks have historically had, and may continue to have, a material adverse effect
on our business, financial condition and results of operations.

Significantly increased volatility and instability and unfavorable economic conditions may adversely affect our
business.

In 2008 and 2009, Europe, the United States and international markets experienced increased volatility and instability.
In 2014, volatility and instability in financial markets continued following renewed investor concerns related to the
economic situation in parts of the world, increased hostilities in the Middle East, increased conflict between the
Ukraine and Russia and other world events. These, or other events, could further adversely affect the economies of the
European Union, the United States and those of other countries and may exacerbate the cyclicality of our business.
Among other factors, we face risks attendant to declines in general economic conditions, changes in demand for
end-user products and changes in interest rates.

Despite indications of recovery and aggressive measures taken by governments and central banks, there is a
significant risk that the global economy could fall into recession again. If economic conditions remain uncertain or
deteriorate, our business, financial condition and results of operations could be materially adversely affected.

As a consequence of the significantly increased volatility and instability, it is difficult for us, our customers and
suppliers to forecast demand trends. We may be unable to accurately predict the extent or duration of cycles or their
effect on our financial condition or result of operations and can give no assurance as to the timing, extent or duration
of the current or future business cycles. A recurrent decline in demand or the failure of demand to return to prior levels
could place pressure on our results of operations. The timing and extent of any changes to currently prevailing market
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conditions is uncertain and supply and demand may be unbalanced at any time.

The semiconductor industry is highly competitive. If we fail to introduce new technologies and products in a timely
manner, this could adversely affect our business.

The semiconductor industry is highly competitive and characterized by constant and rapid technological change, short
product lifecycles, significant price erosion and evolving standards. Accordingly, the success of our business depends
to a significant extent on our ability to develop new technologies and products that are ultimately successful in the
market. The costs related to the research and development necessary to develop new technologies and products are
significant and any reduction of our research and development budget could harm our competitiveness. Meeting
evolving industry requirements and introducing new products to the market in a timely manner and at prices that are
acceptable to our customers are significant factors in determining our competitiveness and success. Commitments to
develop new products must be made well in advance of any resulting sales, and technologies and standards may
change during development, potentially rendering our products outdated or uncompetitive before their introduction. If
we are unable to successfully develop new products, our revenue may decline substantially. Moreover, some of our
competitors are well-established entities, are larger than us and have greater resources than we do. If these competitors
increase the resources they devote to developing and marketing their products, we may not be able to compete
effectively. Any consolidation among our competitors could enhance their product offerings and financial resources,
further strengthening their competitive position. In addition, some of our competitors operate in narrow business areas
relative to us, allowing them to concentrate their research and development efforts directly on products and services
for those areas, which may give them a competitive advantage. As a result of these competitive pressures, we may
face declining sales volumes or lower prevailing prices for our products, and we
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may not be able to reduce our total costs in line with this declining revenue. If any of these risks materialize, they
could have a material adverse effect on our business, financial condition and results of operations.

In many of the market segments in which we compete, we depend on winning selection processes, and failure to be
selected could adversely affect our business in those market segments.

One of our business strategies is to participate in and win competitive bid selection processes to develop products for
use in our customers equipment and products. These selection processes can be lengthy and require us to incur
significant design and development expenditures, with no guarantee of winning a contract or generating revenue.
Failure to win new design projects and delays in developing new products with anticipated technological advances or
in commencing volume shipments of these products may have an adverse effect on our business. This risk is
particularly pronounced in markets where there are only a few potential customers and in the automotive market,
where, due to the longer design cycles involved, failure to win a design-in could prevent access to a customer for
several years. Our failure to win a sufficient number of these bids could result in reduced revenue and hurt our
competitive position in future selection processes because we may not be perceived as being a technology or industry
leader, each of which could have a material adverse effect on our business, financial condition and results of
operations.

The demand for our products depends to a significant degree on the demand for our customers end products.

The vast majority of our revenue is derived from sales to manufacturers in the automotive, identification, wireless
infrastructure, lighting, industrial, mobile, consumer and computing markets. Demand in these markets fluctuates
significantly, driven by consumer spending, consumer preferences, the development of new technologies and
prevailing economic conditions. In addition, the specific products in which our semiconductors are incorporated may
not be successful, or may experience price erosion or other competitive factors that affect the price manufacturers are
willing to pay us. Such customers have in the past, and may in the future, vary order levels significantly from period
to period, request postponements to scheduled delivery dates, modify their orders or reduce lead times. This is
particularly common during periods of low demand. This can make managing our business difficult, as it limits the
predictability of future revenue. It can also affect the accuracy of our financial forecasts. Furthermore, developing
industry trends, including customers use of outsourcing and new and revised supply chain models, may affect our
revenue, costs and working capital requirements. Additionally, a significant portion of our products is made to order.

If customers do not purchase products made specifically for them, we may not be able to resell such products to other
customers or may not be able to require the customers who have ordered these products to pay a cancellation fee. The
foregoing risks could have a material adverse effect on our business, financial condition and results of operations.

The semiconductor industry is characterized by significant price erosion, especially after a product has been on the
market for a significant period of time.

One of the results of the rapid innovation in the semiconductor industry is that pricing pressure, especially on products
containing older technology, can be intense. Product life cycles are relatively short, and as a result, products tend to be
replaced by more technologically advanced substitutes on a regular basis.

In turn, demand for older technology falls, causing the price at which such products can be sold to drop, in some cases
precipitously. In order to continue profitably supplying these products, we must reduce our production costs in line
with the lower revenue we can expect to generate per unit. Usually, this must be accomplished through improvements
in process technology and production efficiencies. If we cannot advance our process technologies or improve our
efficiencies to a degree sufficient to maintain required margins, we will no longer be able to make a profit from the
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sale of these products. Moreover, we may not be able to cease production of such products, either due to contractual
obligations or for customer relationship reasons, and as a result may be required to bear a loss on such products. We
cannot guarantee that competition in our core product markets will not lead to price erosion, lower revenue or lower
margins in the future. Should reductions in our manufacturing costs fail to keep pace with reductions in market prices
for the products we sell, this could have a material adverse effect on our business, financial condition and results of
operations.

Goodwill and other identifiable intangible assets represent a significant portion of our total assets, and we may
never realize the full value of our intangible assets.

Goodwill and other identifiable intangible assets are recorded at fair value on the date of acquisition. We review our
goodwill and other intangible assets balance for impairment upon any indication of a potential impairment, and in the
case of goodwill, at a minimum of once a year. Impairment may result from, among other things, deterioration in
performance, adverse market conditions, adverse changes in applicable laws or regulations, including changes that
restrict the activities of or affect the products and services we sell, challenges to the validity of certain registered
intellectual property, reduced sales of certain products incorporating registered intellectual property and a variety of
other factors. The amount of any quantified impairment must be expensed immediately as a charge to results of
operations. Depending on future circumstances, it is possible that we may never realize the full value of our intangible
assets. Any future determination of impairment of goodwill or other identifiable intangible assets could have a
material adverse effect on our financial position, results of operations and stockholders equity.
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As our business is global, we need to comply with laws and regulations in countries across the world and are
exposed to international business risks that could adversely affect our business.

We operate globally, with manufacturing, assembly and testing facilities in several continents, and we market our
products globally.

As aresult, we are subject to environmental, labor and health and safety laws and regulations in each jurisdiction in
which we operate. We are also required to obtain environmental permits and other authorizations or licenses from
governmental authorities for certain of our operations and have to protect our intellectual property worldwide. In the
jurisdictions where we operate, we need to comply with differing standards and varying practices of regulatory, tax,
judicial and administrative bodies.

In addition, the business environment is also subject to many economic and political uncertainties, including the
following international business risks:

negative economic developments in economies around the world and the instability of governments, such as
the sovereign debt crisis in certain European countries;

social and political instability in a number of countries around the world, including continued hostilities and
civil unrest in the Middle East. Although we have no direct investments in North Africa and the Middle East,
the ongoing changes may have, for instance via our customers, the energy prices and the financial markets, a
negative effect on our business, financial condition and operations;

potential terrorist attacks;

epidemics and pandemics, which may adversely affect our workforce, as well as our local suppliers and
customers in particular in Asia;

adverse changes in governmental policies, especially those affecting trade and investment;

our customers or other groups of stakeholders might impose requirements that are more stringent than the
laws in the countries in which we are active;

volatility in foreign currency exchange rates, in particular with respect to the U.S. dollar, and transfer
restrictions, in particular in Greater China; and

threats that our operations or property could be subject to nationalization and expropriation.
No assurance can be given that we have been or will be at all times in complete compliance with the laws and
regulations to which we are subject or that we have obtained or will obtain the permits and other authorizations or

Table of Contents 19



Edgar Filing: NXP Semiconductors N.V. - Form 20-F

licenses that we need. If we violate or fail to comply with laws, regulations, permits and other authorizations or
licenses, we could be fined or otherwise sanctioned by regulators. In this case, or if any of the international business
risks were to materialize or become worse, they could have a material adverse effect on our business, financial
condition and results of operations.

In addition, changing laws, regulations and standards relating to corporate governance and public disclosure are
creating uncertainty for public companies, further increasing legal and financial compliance costs. These laws,
regulations and standards are subject to varying interpretations, in many cases due to their lack of specificity, and, as a
result, their application in practice may evolve over time as new guidance is provided by regulatory and governing
bodies. This could result in continuing uncertainty regarding compliance matters and higher costs necessitated by
ongoing revisions to disclosure.

Interruptions in our information technology systems could adversely affect our business.

We rely on the efficient and uninterrupted operation of complex information technology applications, systems and
networks to operate our business. Any significant interruption in our business applications, systems or networks,
including but not limited to new system implementations, computer viruses, cyber attacks, security breaches, facility
issues or energy blackouts could have a material adverse impact on our operations, sales and operating results. In
recent years, the risks that we and other companies face from cyber attacks have increased significantly. Given the
nature of some of our products these attacks may originate from well organized, highly skilled and highly funded
organizations. Any such attack or system or network disruption could result in a loss of our intellectual property, the
release of commercially sensitive information or partner, customer or employee personal data, disruption of the supply
chain towards our customers, or the loss of production capabilities at one of our manufacturing sites. Therefore, any
such severe incident could harm our competitive position, result in a loss of customer confidence, and cause us to
incur significant costs to remedy the damages caused by the system or network disruptions, whether caused by cyber
attacks, security breaches or otherwise. The protective measures that we are adopting to avoid system or network
disruptions may, especially given the potential professionalism of the intruders, be insufficient to prevent or limit the
damage from any future disruptions and any disruption could have a material adverse impact on our business,
operations and financial results. Although we have experienced cyber attacks, to date we have not incurred any
significant damage as a result. There can be no assurance that our controls will be adequate to avoid damages from
cyber attacks.
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In difficult market conditions, our high fixed costs combined with low revenue negatively affect our results of
operations.

The semiconductor industry is characterized by high fixed costs and, notwithstanding our utilization of third-party
manufacturing capacity, most of our production requirements are met by our own manufacturing facilities. In less
favorable industry environments, like we faced in the second half in 2011, we are generally faced with a decline in the
utilization rates of our manufacturing facilities due to decreases in demand for our products. During such periods, our
fabrication plants could operate at lower loading level, while the fixed costs associated with the full capacity continue
to be incurred, resulting in lower gross profit.

The semiconductor industry is capital intensive and if we are unable to invest the necessary capital to operate and
grow our business, we may not remain competitive.

To remain competitive, we must constantly improve our facilities and process technologies and carry out extensive
research and development, each of which requires investment of significant amounts of capital. This risk is magnified
by the indebtedness we currently have, since we are required to use a portion of our cash flow to service that debt. If
we are unable to generate sufficient cash flow or raise sufficient capital to meet both our debt service and capital
investment requirements, or if we are unable to raise required capital on favorable terms when needed, this could have
a material adverse effect on our business, financial condition and results of operations.

We rely to a significant extent on proprietary intellectual property. We may not be able to protect this intellectual
property against improper use by our competitors or others.

We depend significantly on patents and other intellectual property rights to protect our products and proprietary
design and fabrication processes against misappropriation by others. We may in the future have difficulty obtaining
patents and other intellectual property rights, and the patents we receive may be insufficient to provide us with
meaningful protection or commercial advantage. We may not be able to obtain patent protection or secure other
intellectual property rights in all the countries in which we operate, and under the laws of such countries, patents and
other intellectual property rights may be or become unavailable or limited in scope. The protection offered by
intellectual property rights may be inadequate or weakened for reasons or circumstances that are out of our control.
Further, our trade secrets may be vulnerable to disclosure or misappropriation by employees, contractors and other
persons. In particular, intellectual property rights are difficult to enforce in some countries, since the application and
enforcement of the laws governing such rights may not have reached the same level as compared to other jurisdictions
where we operate, such as the United States, Germany and the Netherlands. Consequently, operating in some of these
countries may subject us to an increased risk that unauthorized parties may attempt to copy or otherwise use our
intellectual property or the intellectual property of our suppliers or other parties with whom we engage. There is no
assurance that we will be able to protect our intellectual property rights or have adequate legal recourse in the event
that we seek legal or judicial enforcement of our intellectual property rights under the laws of such countries. Any
inability on our part to adequately protect our intellectual property may have a material adverse effect on our business,
financial condition and results of operations.

The intellectual property that was transferred or licensed to us from Philips may not be sufficient to protect our
position in the industry.

In connection with our separation from Philips in 2006, Philips transferred patents to us subject to certain limitations,
including (1) any prior commitments to and undertakings with third parties entered into prior to the separation and
(2) certain licenses retained by Philips. The licenses retained by Philips give Philips the right to sublicense to third
parties in certain circumstances, which may divert revenue opportunities from us. In the meantime, several
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divestitures, including the divestment of our wireless operations to ST-NXP Wireless in 2008, the divestment of our
television systems and set-top box business lines to Trident in 2010, and the sale of our Sound Solutions business to
Knowles Electronics in 2011 has led to the transfer of certain patents to third parties.

Philips granted us a non-exclusive license to: (1) all patents Philips holds but has not assigned to us, to the extent that
they are entitled to the benefit of a filing date prior to the separation and for which Philips is free to grant licenses
without the consent of or accounting to any third party and (2) certain know-how that is available to us, where such
patents and know-how relate to: (i) our current products and technologies, as well as successor products and
technologies, (ii) technology that was developed for us prior to the separation and (iii) technology developed pursuant
to contract research co-funded by us. Philips has also granted us a non-exclusive royalty-free and irrevocable license
under: (1) certain patents for use in giant magneto-resistive devices outside the field of healthcare and bio
applications, and (2) certain patents relevant to polymer electronics resulting from contract research work co-funded
by us in the field of radio frequency identification tags. Such licenses are subject to certain prior commitments and
undertakings. However, Philips retained ownership of certain intellectual property related to our business, as well as
certain rights with respect to intellectual property transferred to us in connection with the separation. There can be no
guarantee that the patents transferred to us will be sufficient to assert offensively against our competitors, to be used
as leverage to negotiate future cross-licenses or to give us freedom to operate and innovate in the industry. The
strength and value of our intellectual property may be diluted if Philips licenses or otherwise transfers such intellectual
property or such rights to third parties, especially if those third parties compete with us. The foregoing risks could
have a material adverse effect on our business, financial condition and results of operations.
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We may become party to intellectual property claims or litigation that could cause us to incur substantial costs, pay
substantial damages or prohibit us from selling our products.

We have from time to time received, and may in the future receive, communications alleging possible infringement of
patents and other intellectual property rights of others. Further, we may become involved in costly litigation brought
against us regarding patents, copyrights, trademarks, trade secrets or other intellectual property rights. If any such
claims are asserted against us, we may seek to obtain a license under the third party s intellectual property rights. We
cannot assure you that we will be able to obtain any or all of the necessary licenses on satisfactory terms, if at all. In
the event that we cannot obtain or take the view that we don t need a license, these parties may file lawsuits against us
seeking damages (and potentially treble damages in the United States) or an injunction against the sale of our products
that incorporate allegedly infringed intellectual property or against the operation of our business as presently
conducted. Such lawsuits, if successful, could result in an increase in the costs of selling certain of our products, our
having to partially or completely redesign our products or stop the sale of some of our products and could cause
damage to our reputation. Any litigation could require significant financial and management resources regardless of
the merits or outcome, and we cannot assure you that we would prevail in any litigation or that our intellectual
property rights can be successfully asserted in the future or will not be invalidated, circumvented or challenged. The
award of damages, including material royalty payments, or the entry of an injunction against the manufacture and sale
of some or all of our products, could affect our ability to compete or have a material adverse effect on our business,
financial condition and results of operations.

We rely on strategic partnerships, joint ventures and alliances for manufacturing and research and development.
However, we often do not control these partnerships and joint ventures, and actions taken by any of our partners or
the termination of these partnerships or joint ventures could adversely affect our business.

As part of our strategy, we have entered into a number of long-term strategic partnerships with other leading industry
participants. For example, we have entered into a joint venture with Taiwan Semiconductor Manufacturing Company
Limited ( TSMC ) called Systems on Silicon Manufacturing Company Pte. Ltd. ( SSMC ). We established Advanced
Semiconductor Manufacturing Corporation Limited ( ASMC ) together with a number of Chinese partners, and
together with Advanced Semiconductor Engineering Inc. ( ASE ), we established the assembly and test joint venture
ASEN Semiconductors Co. Ltd. ( ASEN ).

If any of our strategic partners in industry groups or in any of the other alliances we engage with were to encounter
financial difficulties or change their business strategies, they may no longer be able or willing to participate in these
groups or alliances, which could have a material adverse effect on our business, financial condition and results of
operations. We do not control some of these strategic partnerships, joint ventures and alliances in which we
participate. We may also have certain obligations, including some limited funding obligations or take or pay
obligations, with regard to some of our strategic partnerships, joint ventures and alliances. For example, we have made
certain commitments to SSMC, in which we have a 61.2% ownership share, whereby we are obligated to make cash
payments to SSMC should we fail to utilize, and TSMC does not utilize, an agreed upon percentage of the total
available capacity at SSMC s fabrication facilities if overall SSMC utilization levels drop below a fixed proportion of
the total available capacity.

The Merger with Freescale may not be consummated.

On March 1, 2015, we entered into an Agreement and Plan of Merger (the Merger Agreement ) providing for the

merger of Nimble Acquisition Limited ( Sub ) with and into Freescale Semiconductor, Ltd. ( Freescale ), with Freescale
surviving the merger as a wholly-owned, indirect subsidiary of NXP (the Merger ). The Merger Agreement provides

that the consummation of the Merger is subject to customary conditions. If the Merger is not consummated, this could
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cause serious disruptions to our business, which could have an adverse effect on our business, financial condition and
results of operations. In addition, the Merger Agreement contains certain termination rights and obligations, including
payment of termination fees, for the Company and Freescale.

We entered into the Merger Agreement with Freescale and may continue to make other acquisitions and engage in
other transactions to complement or expand our existing businesses. However, we may not be successful in
acquiring other suitable targets or we may not be successful in integrating Freescale or any such other target into
our operations. Any acquisitions we make may lead to a diversion of management resources.

Our future success may depend on acquiring businesses and technologies, making investments or forming joint
ventures that complement, enhance or expand our current portfolio or otherwise offer us growth opportunities. On
March 2, 2015, we announced our intent to merge with Freescale, however, as of the date hereof, we have not
obtained any of the conditions to which the Merger is subject. In addition, in pursuing acquisitions, including the
Merger with Freescale, we may face competition from other companies in the semiconductor industry. Our ability to
consummate the Merger Agreement we entered into with Freescale or to acquire other targets may also be limited by
applicable antitrust laws and other regulations in the United States, the European Union and other jurisdictions in
which we do business. To the extent that we are successful in consummating the Merger Agreement we entered into
with Freescale or making other acquisitions, we may have to expend substantial amounts of cash, incur debt, assume
loss-making divisions and incur other types of expenses. We may also face challenges in successfully integrating
Freescale or any such other acquired companies into our existing organization or in creating the anticipated cost
synergies. Each of these risks could have a material adverse effect on our business, financial condition and results of
operations.

Table of Contents 24



Edgar Filing: NXP Semiconductors N.V. - Form 20-F

Table of Conten

We may from time to time desire to exit certain product lines or businesses, or to restructure our operations, but
may not be successful in doing so.

From time to time, we may decide to divest certain product lines and businesses or restructure our operations,
including through the contribution of assets to joint ventures. We have, in recent years, exited several of our product
lines and businesses, and we have closed several of our manufacturing and research facilities. We may continue to do
so in the future. However, our ability to successfully exit product lines and businesses, or to close or consolidate
operations, depends on a number of factors, many of which are outside of our control. For example, if we are seeking
a buyer for a particular business line, none may be available, or we may not be successful in negotiating satisfactory
terms with prospective buyers. In addition, we may face internal obstacles to our efforts. In particular, several of our
operations and facilities are subject to collective bargaining agreements and social plans or require us to consult with
our employee representatives, such as work councils which may prevent or complicate our efforts to sell or restructure
our businesses. In some cases, particularly with respect to our European operations, there may be laws or other legal
impediments affecting our ability to carry out such sales or restructuring.

If we are unable to exit a product line or business in a timely manner, or to restructure our operations in a manner we
deem to be advantageous, this could have a material adverse effect on our business, financial condition and results of
operations. Even if a divestment is successful, we may face indemnity and other liability claims by the acquirer or
other parties.

We may from time to time restructure parts of our processes. Any such restructuring may impact customer
satisfaction and the costs of implementation may be difficult to predict.

Between 2008 and 2011, we executed our redesign program (the Redesign Program ) and in 2013 we executed a
restructuring initiative designed to improve operational efficiency and to competitively position the company for
sustainable growth (the OPEX Reduction Program ). We plan to continue to restructure and make changes to parts of
the processes in our organization. Furthermore, if the global economy remains as volatile or unstable or if the global
economy reenters into a deeper and longer lasting recession, our revenues could decline, and we may be forced to take
additional cost savings steps that could result in additional charges and materially affect our business. The costs of
implementing any restructurings, changes or cost savings steps may differ from our estimates and any negative

impacts on our revenues or otherwise of such restructurings, changes or steps, such as situations in which customer
satisfaction is negatively impacted, may be larger than originally estimated.

If we fail to extend or renegotiate our collective bargaining agreements and social plans with our labor unions as
they expire from time to time, if regular or statutory consultation processes with employee representatives such as
works councils fail or are delayed, or if our unionized employees were to engage in a strike or other work stoppage,
our business and operating results could be materially harmed.

We are a party to collective bargaining agreements and social plans with our labor unions. We are also required to
consult with our employee representatives, such as works councils, on items such as restructurings, acquisitions and
divestitures. Although we believe that our relations with our employees, employee representatives and unions are
satisfactory, no assurance can be given that we will be able to successfully extend or renegotiate these agreements as
they expire from time to time or to conclude the consultation processes in a timely and favorable way. The impact of
future negotiations and consultation processes with employee representatives could have a material impact on our
financial results. Also, if we fail to extend or renegotiate our labor agreements and social plans, if significant disputes
with our unions arise, or if our unionized workers engage in a strike or other work stoppage, we could incur higher
ongoing labor costs or experience a significant disruption of operations, which could have a material adverse effect on
our business.
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Our working capital needs are difficult to predict.

Our working capital needs are difficult to predict and may fluctuate. The comparatively long period between the time
at which we commence development of a product and the time at which it may be delivered to a customer leads to
high inventory and work-in-progress levels. The volatility of our customers own businesses and the time required to
manufacture products also makes it difficult to manage inventory levels and requires us to stockpile products across
many different specifications.

Our business may be adversely affected by costs relating to product defects, and we could be faced with product
liability and warranty claims.

We make highly complex electronic components and, accordingly, there is a risk that defects may occur in any of our
products. Such defects can give rise to significant costs, including expenses relating to recalling products, replacing
defective items, writing down defective inventory and loss of potential sales. In addition, the occurrence of such
defects may give rise to product liability and warranty claims, including liability for damages caused by such defects.
If we release defective products into the market, our reputation could suffer and we may lose sales opportunities and
incur liability for damages. Moreover, since the cost of replacing defective semiconductor devices is often much
higher than the value of the devices themselves, we may at times face damage claims from customers in excess of the
amounts they pay us for our products, including consequential damages. We also face exposure to potential liability
resulting from the fact that our customers typically integrate the semiconductors we sell into numerous consumer
products, which are then sold into the marketplace. We are exposed to product liability claims if our semiconductors
or the consumer
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products based on them malfunction and result in personal injury or death. We may be named in product liability
claims even if there is no evidence that our products caused the damage in question, and such claims could result in
significant costs and expenses relating to attorneys fees and damages. In addition, our customers may recall their
products if they prove to be defective or make compensatory payments in accordance with industry or business
practice or in order to maintain good customer relationships. If such a recall or payment is caused by a defect in one of
our products, our customers may seek to recover all or a portion of their losses from us. If any of these risks
materialize, our reputation would be harmed and there could be a material adverse effect on our business, financial
condition and results of operations.

Our business has suffered, and could in the future suffer, from manufacturing problems.

We manufacture, in our own factories as well as with third parties, our products using processes that are highly
complex, require advanced and costly equipment and must continuously be modified to improve yields and
performance. Difficulties in the production process can reduce yields or interrupt production, and, as a result of such
problems, we may on occasion not be able to deliver products or do so in a timely or cost-effective or competitive
manner. As the complexity of both our products and our fabrication processes has become more advanced,
manufacturing tolerances have been reduced and requirements for precision have become more demanding. As is
common in the semiconductor industry, we have in the past experienced manufacturing difficulties that have given
rise to delays in delivery and quality control problems. There can be no assurance that any such occurrence in the
future would not materially harm our results of operations. Further, we may suffer disruptions in our manufacturing
operations, either due to production difficulties such as those described above or as a result of external factors beyond
our control. We may, in the future, experience manufacturing difficulties or permanent or temporary loss of
manufacturing capacity due to the preceding or other risks. Any such event could have a material adverse effect on our
business, financial condition and results of operations.

We rely on the timely supply of equipment and materials and could suffer if suppliers fail to meet their delivery
obligations or raise prices. Certain equipment and materials needed in our manufacturing operations are only
available from a limited number of suppliers.

Our manufacturing operations depend on deliveries of equipment and materials in a timely manner and, in some cases,
on a just-in-time basis. From time to time, suppliers may extend lead times, limit the amounts supplied to us or
increase prices due to capacity constraints or other factors. Supply disruptions may also occur due to shortages in
critical materials, such as silicon wafers or specialized chemicals. Because the equipment that we purchase is
complex, it is frequently difficult or impossible for us to substitute one piece of equipment for another or replace one
type of material with another. A failure by our suppliers to deliver our requirements could result in disruptions to our
manufacturing operations. Our business, financial condition and results of operations could be harmed if we are
unable to obtain adequate supplies of quality equipment or materials in a timely manner or if there are significant
increases in the costs of equipment or materials.

Failure of our third party suppliers to perform could adversely affect our ability to exploit growth opportunities.

We currently use outside suppliers for a portion of our manufacturing capacity. Outsourcing our production presents a
number of risks. If our outside suppliers are unable to satisfy our demand, or experience manufacturing difficulties,
delays or reduced yields, our results of operations and ability to satisfy customer demand could suffer. In addition,
purchasing rather than manufacturing these products may adversely affect our gross profit margin if the purchase costs
of these products are higher than our own manufacturing costs would have been. Prices for foundry products also vary
depending on capacity utilization rates at our suppliers, quantities demanded, product technology and geometry.
Furthermore, these outsourcing costs can vary materially from quarter to quarter and, in cases of industry shortages,
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they can increase significantly, negatively affecting our gross profit.

Loss of our key management and other personnel, or an inability to attract such management and other personnel,
could affect our business.

We depend on our key management to run our business and on our senior engineers to develop new products and
technologies. Our success will depend on the continued service of these individuals. Although we have several share
based compensation plans in place, we cannot be sure that these plans will help us in our ability to retain key
personnel, especially considering the fact that the stock options under some of our plans become exercisable upon a
change of control (in particular, when a third party, or third parties acting in concert, obtains, whether directly or
indirectly, control of us). The loss of any of our key personnel, whether due to departures, death, ill health or
otherwise, could have a material adverse effect on our business. The market for qualified employees, including skilled
engineers and other individuals with the required technical expertise to succeed in our business, is highly competitive
and the loss of qualified employees or an inability to attract, retain and motivate the additional highly skilled
employees required for the operation and expansion of our business could hinder our ability to successfully conduct
research activities or develop marketable products. The foregoing risks could have a material adverse effect on our
business.
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Disruptions in our relationships with any one of our key customers could adversely affect our business.

A substantial portion of our revenue is derived from our top customers, including our distributors. We cannot
guarantee that we will be able to generate similar levels of revenue from our largest customers in the future. If one or
more of these customers substantially reduce their purchases from us, this could have a material adverse effect on our
business, financial condition and results of operations.

We receive subsidies and grants in certain countries, and a reduction in the amount of governmental funding
available to us or demands for repayment could increase our costs and affect our results of operations.

As is the case with other large semiconductor companies, we receive subsidies and grants from governments in some
countries. These programs are subject to periodic review by the relevant governments, and if any of these programs
are curtailed or discontinued, this could have a material adverse effect on our business, financial condition and results
of operations. As the availability of government funding is outside our control, we cannot guarantee that we will
continue to benefit from government support or that sufficient alternative funding will be available if we lose such
support. Moreover, if we terminate any activities or operations, including strategic alliances or joint ventures, we may
face adverse actions from the local governmental agencies providing such subsidies to us. In particular, such
government agencies could seek to recover such subsidies from us and they could cancel or reduce other subsidies we
receive from them. This could have a material adverse effect on our business, financial condition and results of
operations.

Legal proceedings covering a range of matters are pending in various jurisdictions. Due to the uncertainty inherent
in litigation, it is difficult to predict the final outcome. An adverse outcome might affect our results of operations.

We and certain of our businesses are involved as plaintiffs or defendants in legal proceedings in various matters.
Although the ultimate disposition of asserted claims and proceedings cannot be predicted with certainty, our financial
position and results of operations could be affected by an adverse outcome.

We are exposed to a variety of financial risks, including currency risk, interest rate risk, liquidity risk, commodity
price risk, credit risk and other non-insured risks, which may have an adverse effect on our financial results.

We are a global company and, as a direct consequence, movements in the financial markets may impact our financial
results. We are exposed to a variety of financial risks, including currency fluctuations, interest rate risk, liquidity risk,
commodity price risk and credit risk and other non-insured risks. We have euro-denominated assets and liabilities and,
since our reporting currency is the U.S. dollar, the impact of currency translation adjustments to such assets and
liabilities may have a negative effect on our stockholders equity. We continue to hold or convert a part of our cash in
euros as a hedge for euro expenses and euro interest payments. We are exposed to fluctuations in exchange rates when
we convert U.S. dollars to euro. We enter into diverse financial transactions with several counterparties to mitigate our
currency risk. We only use derivative instruments for hedging purposes. The U.S. dollar-denominated debt issued by
us and our subsidiary, NXP B.V., with functional currency euro may generate adverse currency results in our financial
income and expenses. Part of this effect is mitigated due to the application of net investment hedge accounting, since
May 2011, pursuant to which the currency results on (part of) the U.S. dollar-denominated debt is reported as part of
other comprehensive income within equity instead of financial income and expense in the Consolidated Statements of
Operations. Absent the application of net investment hedge accounting, we would have recorded an additional charge
of $214 million, before tax, within financial income and expense in the 2014 statement of operations. The rating of
our debt by major rating agencies may further improve or deteriorate, which could affect our additional borrowing
capacity and financing costs.
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We are also a purchaser of certain base metals, precious metals, chemicals and energy used in the manufacturing
process of our products, the prices of which can be volatile. Credit risk represents the loss that would be recognized at
the reporting date if counterparties failed to perform upon their agreed payment obligations. Credit risk is present
within our trade receivables. Such exposure is reduced through ongoing credit evaluations of the financial conditions
of our customers and by adjusting payment terms and credit limits when appropriate. We invest available cash and
cash equivalents with various financial institutions and are in that respect exposed to credit risk with these
counterparties. We actively manage concentration risk on a daily basis adhering to a treasury management policy. We
seek to limit the financial institutions with which we enter into financial transactions, such as depositing cash, to those
with a strong credit rating wherever possible. If we are unable to successfully manage these risks, they could have a
material adverse effect on our business, financial condition and results of operations.
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The impact of a negative performance of financial markets and demographic trends on our defined benefit pension
liabilities and costs cannot be predicted.

We sponsor defined benefit pension plans in a number of countries and a significant number of our employees are
covered by our defined benefit pension plans. As of December 31, 2014, we had recognized a net accrued benefit
liability of $290 million, representing the unfunded benefit obligations of our defined pension plans. The funding
status and the liabilities and costs of maintaining these defined benefit pension plans may be impacted by financial
market developments. For example, the accounting for such plans requires determining discount rates, expected rates
of compensation and expected returns on plan assets, and any changes in these variables can have a significant impact
on the projected benefit obligations and net periodic pension costs. Negative performance of the financial markets
could also have a material impact on funding requirements and net periodic pension costs. Our defined benefit pension
plans may also be subject to demographic trends. Accordingly, our costs to meet pension liabilities going forward may
be significantly higher than they are today, which could have a material adverse impact on our financial condition.

Changes in the tax deductibility of interest may adversely affect our financial position and our ability to service the
obligations under our indebtedness.

Effective January 1, 2013 certain new limitations apply to the tax deductibility of interest expense in the Netherlands.
A Dutch company that is considered to be financed with excessive debt, may not be entitled to deduct interest expense
on such excessive debt. Existing debt is not grandfathered under these rules. The measurement of whether there is
excessive debt is based on arithmetic tests based on the amount of equity of the company in relation to the acquisition
cost of and capital invested in the Netherlands and foreign subsidiaries of the Netherlands consolidated group. When
the equity of the company is below a certain minimum threshold, the company may be considered to have excessive
debt. Certain safe harbor rules apply when new operational businesses are acquired by the company. Despite this was
not the case in 2014 and is not expected for 2015, the application of this limitation on tax deductibility of interest
expense may adversely affect our financial position and our ability to service the obligations under our indebtedness.

We are exposed to a number of different tax uncertainties, which could have an impact on tax results.

We are required to pay taxes in multiple jurisdictions. We determine the taxes we are required to pay based on our
interpretation of the applicable tax laws and regulations in the jurisdictions in which we operate. We may be subject to
unfavorable changes in the respective tax laws and regulations to which we are subject. Tax controls, audits, change in
controls and changes in tax laws or regulations or the interpretation given to them may expose us to negative tax
consequences, including interest payments and potentially penalties. We have issued transfer-pricing directives in the
areas of goods, services and financing, which are in accordance with the Guidelines of the Organization of Economic
Co-operation and Development (OECD). As transfer pricing has a cross border effect, the focus of local tax
authorities on implemented transfer pricing procedures in a country may have an impact on results in another country.

Transfer pricing uncertainties can also result from disputes with local tax authorities about transfer pricing of internal
deliveries of goods and services or related to financing, acquisitions and divestments, the use of tax credits and
permanent establishments, and tax losses carried forward. These uncertainties may have a significant impact on local
tax results. We also have various tax assets resulting from acquisitions. Tax assets can also result from the generation
of tax losses in certain legal entities. Tax authorities may challenge these tax assets. In addition, the value of the tax
assets resulting from tax losses carried forward depends on having sufficient taxable profits in the future.

There may from time to time exist deficiencies in our internal control systems that could adversely affect the
accuracy and reliability of our periodic reporting.
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We are required to establish and periodically assess the design and operating effectiveness of our internal control over
financial reporting. Despite the compliance procedures that we have adopted to ensure internal control over financial
controls, there may from time to time exist deficiencies in our internal control systems that could adversely affect the
accuracy and reliability of our periodic reporting. Our periodic reporting is the basis of investors and other market
professionals understanding of our businesses. Imperfections in our periodic reporting could create uncertainty
regarding the reliability of our results of operations and financial results, which in turn could have a material adverse
impact on our reputation or share price.

Environmental laws and regulations expose us to liability and compliance with these laws and regulations, and any
such liability may adversely affect our business.

We are subject to many environmental, health and safety laws and regulations in each jurisdiction in which we
operate, which govern, among other things, emissions of pollutants into the air, wastewater discharges, the use and
handling of hazardous substances, waste disposal, the investigation and remediation of soil and ground water
contamination and the health and safety of our employees. We are also required to obtain environmental permits from
governmental authorities for certain of our operations. We cannot assure you that we have been or will be at all times
in complete compliance with such laws, regulations and permits. If we violate or fail to comply with these laws,
regulations or permits, we could be fined or otherwise sanctioned by regulators.
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As with other companies engaged in similar activities or that own or operate real property, we face inherent risks of
environmental liability at our current and historical manufacturing facilities. Certain environmental laws impose strict,
and in certain circumstances, joint and several liability on current or previous owners or operators of real property for
the cost of investigation, removal or remediation of hazardous substances as well as liability for related damages to
natural resources. Certain of these laws also assess liability on persons who arrange for hazardous substances to be
sent to disposal or treatment facilities when such facilities are found to be contaminated. While we do not expect that
any contamination currently known to us will have a material adverse effect on our business, we cannot assure you
that this is the case or that we will not discover new facts or conditions or that environmental laws or the enforcement
of such laws will not change such that our liabilities would be increased significantly. In addition, we could also be
held liable for consequences arising out of human exposure to hazardous substances or other environmental damage.
In summary, we cannot assure you that our costs of complying with current and future environmental and health and
safety laws, or our liabilities arising from past or future releases of, or exposures to, regulated materials, will not have
a material adverse effect on our business, financial conditions and results of operations.

Scientific examination of, political attention to and rules and regulations on issues surrounding the existence and
extent of climate change may result in an increase in the cost of production due to increase in the prices of energy and
introduction of energy or carbon tax. A variety of regulatory developments have been introduced that focus on
restricting or managing the emission of carbon dioxide, methane and other greenhouse gases. Enterprises may need to
purchase at higher costs new equipment or raw materials with lower carbon footprints. Environmental laws and
regulations could also require us to acquire pollution abatement or remediation equipment, modify product designs, or
incur expenses. New materials that we are evaluating for use in our operations may become subject to regulation.
These developments and further legislation that is likely to be enacted could affect our operations negatively. Changes
in environmental regulations could increase our production and operational costs, which could adversely affect our
results of operations and financial condition.

Certain natural disasters, such as flooding, large earthquakes, volcanic eruptions or nuclear or other disasters,
may negatively impact our business. There is increasing concern that climate change is occurring and may cause a
rising number of natural disasters.

Environmental and other disasters, such as flooding, large earthquakes, volcanic eruptions or nuclear or other
disasters, or a combination thereof may negatively impact our business. If flooding, a large earthquake, volcanic
eruption or other natural disaster were to directly damage, destroy or disrupt our manufacturing facilities, it could
disrupt our operations, delay new production and shipments of existing inventory or result in costly repairs,
replacements or other costs, all of which would negatively impact our business. Even if our manufacturing facilities
are not directly damaged, a large natural disaster may result in disruptions in distribution channels or supply chains
and significant increases in the prices of raw materials used for our manufacturing process. For instance, the nuclear
incident following the tsunami in Japan in 2011 impacted the supply chains of our customers and suppliers.
Furthermore, any disaster affecting our customers (or their respective customers) may significantly negatively impact
the demand for our products and our revenues.

The impact of any such natural disasters depends on the specific geographic circumstances but could be significant, as
some of our factories are located in areas with known earthquake fault zones, flood or storm risks, including but not
limited to the Philippines, Singapore, Taiwan, Malaysia or Thailand. There is increasing concern that climate change
is occurring that may cause a rising number of natural disasters with potentially dramatic effects on human activity.
We cannot predict the economic impact, if any, of natural disasters or climate change.

The price of our common stock historically has been volatile. The price of our common stock may fluctuate
significantly.
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The stock market in recent years has experienced significant price and volume fluctuations that have often been
unrelated to the operating performance of companies. The market price for our common stock has varied between a
high of $78.34 on November 28, 2014 and a low of $42.42 on January 13, 2014 in the twelve-month period ending on
December 31, 2014. The market price of our common stock is likely to continue to be volatile and subject to
significant price and volume fluctuations for many reasons, including in response to the risks described in this section,
or for reasons unrelated to our operations, such as reports by industry analysts, investor perceptions or negative
announcements by our customers, competitors, peer companies or suppliers regarding their own performance, or
announcements by our competitors of significant contracts, market perception of the Merger with Freescale or other
acquisitions, strategic partnerships, joint ventures, joint marketing relationships or capital commitments, the passage
of legislation or other regulatory developments affecting us or our industry, as well as industry conditions and general
financial, economic and political instability. In the past, following periods of market volatility, shareholders have
instituted securities class action litigation. If we were involved in securities litigation, it could have a substantial cost
and divert resources and the attention of executive management from our business regardless of the outcome of such
litigation.

We have not paid dividends in the past and may not do so in the foreseeable future.

We have never declared or paid any cash dividends on our common stock and may not pay any cash dividends in the
foreseeable future. We currently retain all of our earnings for use in the operation and expansion of our business, to
repurchase or redeem capital stock, and in the repayment of our debt. Accordingly, investors must rely on sales of

their shares of common stock after price appreciation, which may never occur, as the only way to realize any future
gains on their investments.
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Future sales of our shares of common stock could depress the market price of our outstanding shares of common
stock.

The market price of our shares of common stock could decline as a result of sales of a large number of shares of our
common stock in the market, or the perception that these sales could occur. These sales, or the possibility that these
sales may occur, also might make it more difficult for us to sell equity securities in the future at a time and at a price
that we deem appropriate.

In the future, we may issue additional shares of common stock in connection with acquisitions and other investments,
as well as in connection with our current or any revised or new equity plans for management and other employees.
The amount of our common stock issued in connection with any such transaction could constitute a material portion of
our then outstanding common stock.

Our actual operating results may differ significantly from our guidance.

From time to time, we release guidance regarding our future performance that represents our management s estimates
as of the date of release. This guidance, which consists of forward-looking statements, is prepared by our management
and is qualified by, and subject to, the assumptions and the other information contained or referred to in such release
and the factors described under Forward-Looking Statements . Our guidance is not prepared with a view toward
compliance with published guidelines of the American Institute of Certified Public Accountants, and neither our
independent registered public accounting firm nor any other independent expert or outside party compiles or examines
the guidance and, accordingly, no such person expresses any opinion or any other form of assurance with respect
thereto.

Our guidance is based upon a number of assumptions and estimates that, while presented with numerical specificity, is
inherently subject to significant business, economic and competitive uncertainties and contingencies, many of which
are beyond our control and are based upon specific assumptions with respect to future business decisions, some of
which will change. We generally state possible outcomes as high and low ranges which are intended to provide a
sensitivity analysis as variables are changed but are not intended to represent that actual results could not fall outside
of the suggested ranges. The principal reason that we release this data is to provide a basis for our management to
discuss our business outlook with analysts and investors. We do not accept any responsibility for any projections or
reports published by any such persons.

Guidance is necessarily speculative in nature, and it can be expected that some or all of the assumptions of the
guidance furnished by us will not materialize or will vary significantly from actual results. Accordingly, our guidance
is only an estimate of what management believes is realizable as of the date of release. Actual results will vary from
the guidance and the variations may be material. Investors should also recognize that the reliability of any forecasted
financial data diminishes the farther in the future the data is forecasted. In light of the foregoing, investors are urged to
put the guidance in context and not to place undue reliance on it.

Any failure to successfully implement our operating strategy, failure to close on the proposed merger with Freescale
or the occurrence of any of the events or circumstances set forth in, or incorporated by reference into, this annual
report could result in the actual operating results being different than the guidance, and such differences may be
adverse and material.

Risks related to our corporate structure

United States civil liabilities may not be enforceable against us.
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We are incorporated under the laws of the Netherlands and substantial portions of our assets are located outside of the
United States. In addition, certain members of our board, our officers and certain experts named herein reside outside
the United States. As a result, it may be difficult for investors to effect service of process within the United States
upon us or such other persons residing outside the United States, or to enforce outside the United States judgments
obtained against such persons in U.S. courts in any action. In addition, it may be difficult for investors to enforce, in
original actions brought in courts in jurisdictions located outside the United States, rights predicated upon the U.S.
laws.

In the absence of an applicable treaty for the mutual recognition and enforcement of judgments (other than arbitration
awards) in civil and commercial matters to which the United States and the Netherlands are a party, a judgment
obtained against the Company in the courts of the United States, whether or not predicated solely upon the U.S.
federal securities laws, including a judgment predicated upon the civil liability provisions of the U.S. securities law or
securities laws of any State or territory within the United States, will not be directly enforceable in the Netherlands.

In order to obtain a judgment which is enforceable in the Netherlands, the claim must be relitigated before a
competent court of the Netherlands; the relevant Netherlands court has discretion to attach such weight to a judgment
of the courts of the United States as it deems appropriate; based on case law, the courts of the Netherlands may be
expected to recognize and grant permission for enforcement of a judgment of a court of competent jurisdiction in the
United States without re-examination or relitigation of the substantive matters adjudicated thereby, provided that

(1) the relevant court in the United States had jurisdiction in the matter in accordance with standards which are
generally accepted internationally; (ii) the proceedings before that court complied with principles of proper procedure;
(iii) recognition and/or enforcement of that judgment does not conflict with the public policy of the Netherlands; and
(iv) recognition and/or enforcement of that judgment is not irreconcilable with a decision of a Dutch court rendered
between the same parties or with an earlier decision of a foreign court rendered between the same parties in a dispute
that is about the same subject matter and that is based on the same cause, provided that earlier decision can be
recognized in the Netherlands.
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Based on the foregoing, there can be no assurance that U.S. investors will be able to enforce against us or members of
our board of directors, officers or certain experts named herein who are residents of the Netherlands or countries other
than the United States any judgments obtained in U.S. courts in civil and commercial matters.

In addition, there is doubt as to whether a Dutch court would impose civil liability on us, the members of our board of
directors, our officers or certain experts named herein in an original action predicated solely upon the U.S. laws
brought in a court of competent jurisdiction in the Netherlands against us or such members, officers or experts,
respectively.

We are a Dutch public company with limited liability. The rights of our stockholders may be different from the
rights of stockholders governed by the laws of U.S. jurisdictions.

We are a Dutch public company with limited liability (naamloze vennootschap). Our corporate affairs are governed by
our articles of association and by the laws governing companies incorporated in the Netherlands. The rights of
stockholders and the responsibilities of members of our board of directors may be different from the rights and
obligations of stockholders in companies governed by the laws of U.S. jurisdictions. In the performance of its duties,
our board of directors is required by Dutch law to consider the interests of our companys, its stockholders, its
employees and other stakeholders, in all cases with due observation of the principles of reasonableness and fairness. It
is possible that some of these parties will have interests that are different from, or in addition to, your interests as a
stockholder. See Part II, Item 16G. Corporate Governance.

Our articles of association, Dutch corporate law and our current and future debt instruments contain provisions
that may discourage a takeover attempt.

Provisions contained in our articles of association and the laws of the Netherlands, the country in which we are
incorporated, could make it more difficult for a third party to acquire us, even if doing so might be beneficial to our
stockholders. Provisions of our articles of association impose various procedural and other requirements, which could
make it more difficult for stockholders to effect certain corporate actions.

Our general meeting of stockholders has empowered our board of directors to issue additional shares and grant rights
to subscribe for shares in the form of shares of common or preferred stock, up to the maximum of the relevant class or
series included in the authorized share capital and to restrict or exclude pre-emptive rights pertaining to (the right to
subscribe for) shares for a period of five years from August 2, 2010 until August 2, 2015. Although we have not and
do not envisage to adopting any specific takeover measures, our preferred shares are separate classes of equity
securities that could be issued for defensive purposes. Such shares would typically have both a liquidation and
dividend preference over our shares of common stock and otherwise accrue cash dividends at a fixed rate.

In addition, our debt instruments contain, and future debt instruments may also contain, provisions that require
prepayment or offers to prepay upon a change of control. These clauses may also discourage takeover attempts.

We are a foreign private issuer and, as a result, are not subject to U.S. proxy rules but are subject to Exchange Act
reporting obligations that, to some extent, are more lenient and less frequent than those of a U.S. issuer.

We report under the Securities Exchange Act of 1934, as amended (the Exchange Act ), as a non-U.S. company with
foreign private issuer status. Because we qualify as a foreign private issuer under the Exchange Act and although we
follow Dutch laws and regulations with regard to such matters, we are exempt from certain provisions of the

Exchange Act that are applicable to U.S. public companies, including: (i) the sections of the Exchange Act regulating
the solicitation of proxies, consents or authorizations in respect of a security registered under the Exchange Act (ii) the
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sections of the Exchange Act requiring insiders to file public reports of their stock ownership and trading activities
and liability for insiders who profit from trades made in a short period of time and (iii) the rules under the Exchange
Act requiring the filing with the Commission of quarterly reports on Form 10-Q containing unaudited financial and
other specified information, or current reports on Form 8-K, upon the occurrence of specified significant events. In
addition, foreign private issuers are required to file their Annual Report on Form 20-F by 120 days after the end of
each fiscal year while U.S. domestic issuers that are large accelerated filers are required to file their Annual Report on
Form 10-K within 60 days after the end of each fiscal year. Foreign private issuers are also exempt from the
Regulation Fair Disclosure, aimed at preventing issuers from making selective disclosures of material information. As
a result of the above, even though we are contractually obligated and intend to make interim reports available to our
stockholders, copies of which we are required to furnish to the Securities and Exchange Commission (the SEC )ona
Form 6-K, and even though we are required to furnish reports on Form 6-K disclosing whatever information we have
made or are required to make public pursuant to Dutch law or distribute to our stockholders and that is material to our
company, you may not have the same protections afforded to investors in companies that are not foreign private
issuers.
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We are a foreign private issuer and, as a result, in accordance with the listing requirements of the NASDAQ Global
Select Market we rely on certain home country governance practices rather than the corporate governance
requirements of the NASDAQ Global Select Market.

We are a foreign private issuer. As a result, in accordance with the listing requirements of the NASDAQ Global Select
Market we rely on home country governance requirements and certain exemptions thereunder rather than relying on
the corporate governance requirements of the NASDAQ Global Select Market. For an overview of our corporate
governance principles, see Item 16G.- Corporate Governance of our 2014 Annual Report, including the section
describing the differences between the corporate governance requirements applicable to common stock listed on the
NASDAQ Global Select Market and the Dutch corporate governance requirements. Accordingly, you may not have
the same protections afforded to stockholders of companies that are not foreign private issuers.

Risks related to our indebtedness

Our debt obligations expose us to risks that could adversely affect our financial condition, which could adversely
affect our results of operations.

As of December 31, 2014, we had outstanding indebtedness with an aggregate principal amount of $4,206 million.
Our substantial indebtedness could have a material adverse effect on our business by:

increasing our vulnerability to adverse economic, industry or competitive developments;

requiring a substantial portion of cash flow from operations to be dedicated to the payment of principal and
interest on our indebtedness, therefore reducing our ability to use our cash flow to fund our operations, capital
expenditures and future business opportunities;

exposing us to the risk of increased interest rates because certain of our indebtedness, including our loans under
the Secured Revolving Credit Facility and Term Loans, bear interest at a variable rate;

making it more difficult for us to satisfy our obligations with respect to our indebtedness, including the Notes,
and any failure to comply with the obligations of any our debt instruments, including restrictive covenants and
borrowing conditions, could result in an event default under the indenture governing the Notes and the indentures
and agreements governing such other indebtedness;

restricting us from making strategic acquisitions or causing us to make non-strategic divestitures;

limiting our ability to obtain additional financial for working capital, capital expenditures, restructurings, product
development, research and development, debt service requirements, investments, acquisitions and general
corporate or other purposes; and
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limiting our flexibility in planning for, or reacting to, changes in our business or market conditions and placing us
at a competitive disadvantage compared to our competitors who are less highly leveraged and who therefore, may
be able to take advantage of opportunities that our leverage prevents us from exploiting.
Despite our level of indebtedness, we may still incur significantly more debt, which could further exacerbate the risks
described above and affect our ability to service and repay our debt.

If we do not comply with the covenants in our debt agreements or fail to generate sufficient cash to service and
repay our debt, it could adversely affect our operating results and our financial condition.

The Secured Revolving Credit Facility, the Term Loans, the indentures governing the Unsecured Notes or any other
debt arrangements that we may have require us to comply with various covenants. If there were an event of default
under any of our debt instruments that was not cured or waived, the holders of the defaulted debt could terminate
commitments to lend and cause all amounts outstanding with respect to the debt to be due and payable immediately,
which in turn could result in cross defaults under our other debt instruments. Our assets and cash flow may not be
sufficient to fully repay borrowings under all of our outstanding debt instruments if some or all of these instruments
are accelerated upon an event of default.

Our ability to make scheduled payments or to refinance our debt obligations depends on our financial condition and
operating performance, which is subject to prevailing economic and competitive conditions and to certain financial,
business, competitive, legislative, regulatory and other factors beyond our control. Our business may not generate
sufficient cash flow from operations, or future borrowings under the Secured Revolving Credit Facility or from other
sources may not be available to us in an amount sufficient to enable us to repay our indebtedness, or to fund our other
liquidity needs, including our working capital and capital expenditure requirements, and we may be forced to reduce
or delay capital expenditures, sell assets or operations, seek additional capital or restructure or refinance our
indebtedness.

If our cash flows and capital resources are insufficient to fund our debt service obligations, we may be forced to
reduce or delay investments and capital expenditures, or to sell assets, seek additional capital, restructure or refinance
our indebtedness or reduce or delay capital expenditures, strategic acquisitions, investments and alliances, any of
which could have a material adverse effect on our business. We cannot guarantee that we will be able to obtain
enough capital to service our debt and fund our planned capital expenditures and business plan. Our ability to
restructure or refinance our debt will depend on the condition of the capital
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markets and our financial condition at such time. Any refinancing of our debt could be at higher interest rates and may
require us to comply with more onerous covenants, which could further restrict our business operations. The terms of
existing or future debt instruments may restrict us from adopting some of these alternatives. In addition, any failure to
make payments of interest and principal on our outstanding indebtedness on a timely basis would likely result in a
reduction of our credit rating, which could harm our ability to incur additional indebtedness. These alternative
measures may not be successful and may not permit us to meet our scheduled debt service obligations.

The conditional conversion feature of the 2019 Cash Convertible Senior Notes, if triggered, may adversely affect
our financial condition and operating results.

In the event the conditional conversion feature of the 2019 Cash Convertible Senior Notes is triggered, holders thereof
will be entitled to convert the 2019 Cash Convertible Senior Notes solely into cash at any time during specified
periods at their option. If one or more holders elect to convert their 2019 Cash Convertible Senior Notes, we would be
required to pay cash to settle any such conversion, which could adversely affect our liquidity. In addition, even if
holders do not elect to convert their 2019 Cash Convertible Senior Notes, we could be required under applicable
accounting rules to reclassify all or a portion of the outstanding aggregate principal of the 2019 Cash Convertible
Senior Notes as a current rather than long-term liability, which may adversely affect our net working capital.

The accounting for the 2019 Cash Convertible Senior Notes will result in our having to recognize interest expense
significantly greater than the stated interest rate of the 2019 Cash Convertible Senior Notes and may result in
volatility to our Consolidated Statements of Operations.

We will settle conversions of the 2019 Cash Convertible Senior Notes entirely in cash. Accordingly, the conversion
option that is part of the 2019 Cash Convertible Senior Notes will be accounted for as a derivative pursuant to
applicable accounting standards relating to derivative instruments and hedging activities. In general, this resulted in an
initial valuation of the conversion option, which was bifurcated from the debt component of the 2019 Cash
Convertible Senior Notes, resulting in an original issue discount. The original issue discount will be amortized and
recognized as a component of interest expense over the term of the 2019 Cash Convertible Senior Notes, which will
result in an effective interest rate reported in our Consolidated Statements of Operations significantly in excess of the
stated coupon of 1.0%. This accounting treatment will reduce our earnings, but it will not affect the amount of cash
interest paid to holders of Notes or our cash flows.

For each financial statement period after issuance of the 2019 Cash Convertible Senior Notes, a hedge gain or loss
will be reported in our Consolidated Statements of Operations to the extent the valuation of the conversion option
changes from the previous period. The cash convertible note hedge transactions we entered into in connection with the
2019 Cash Convertible Senior Notes will also be accounted for as derivative instruments, generally offsetting the gain
or loss associated with changes to the valuation of the conversion option. Although we do not expect there to be a
material net impact to our Consolidated Statements of Operations as a result of issuing the 2019 Cash Convertible
Senior Notes and entering into the cash convertible note hedge transactions, we cannot assure you that these
transactions will be completely offset, which may result in volatility to our Consolidated Statements of Operations.

The accounting of the warrant transactions requires the warrants being marked-to-market as liabilities on a
quarterly basis, and may result in volatility to our earnings each quarterly period.

Concurrently with the pricing of the 2019 Cash Convertible Senior Notes on November 24, 2014, we entered into
warrant transactions with the option counterparties pursuant to which we sold warrants to purchase our common stock.
Under U.S. GAAP, the fair value of the warrants would be subject to changes in currency exchange rates because the
warrants strike price is denominated in U.S. dollars, which is different from our functional currency, which is euros.
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As a result, under U.S. GAAP, the warrants are not considered indexed to our own stock, which in turn results in the
warrants being classified as liabilities on our balance sheet and required to be marked-to-market on a quarterly basis.
Applying mark-to-market accounting to the liability-classified warrants may result in volatility to our earnings. As our
stock price increases, the fair value of the warrants increases, and accordingly our liability increases. This increase is
reflected as an expense in our consolidated statements of operations, which leads to lower earnings for the quarterly
period. Conversely, as our stock price decreases, the fair value of the warrants declines, resulting in a gain that is
reported in our consolidated statements of operations, which leads to higher earnings for the quarterly period.

Item 4. Information on the Company
A. History and Development of the Company

Name and History
Our legal name is NXP Semiconductors N.V. and our commercial name is NXP or NXP Semiconductors .

We were incorporated in the Netherlands as a Dutch private company with limited liability (besloten vennootschap
met
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beperkte aansprakelijkheid) under the name KASLION Acquisition B.V. on August 2, 2006, in connection with the
sale by Philips of 80.1% of its semiconductor business to the Private Equity Consortium . Initially, the Private Equity
Consortium invested in our Company through KASLION Holding B.V., a Dutch private company with limited
liability.

On May 21, 2010, we converted into a Dutch public company with limited liability (raamloze vennootschap) and
changed our name to NXP Semiconductors N.V. Concurrently, we amended our articles of association in order to
effect a 1-for-20 reverse stock split of our shares of common stock.

On August 5, 2010, we made an initial public offering of 34 million shares of our common stock and listed our
common stock on the NASDAQ Global Select Market.

In 2014, the last members of the Private Equity Consortium sold their remaining shares of our common stock.
Representatives of certain members of the Private Equity Consortium continue to serve on our Board of Directors.

On March 2, 2015, NXP announced that the company has entered into a definitive agreement under which NXP will
merge with Freescale Semiconductor, Ltd. (Freescale).

Under the terms of the agreement, Freescale shareholders will receive $6.25 in cash and 0.3521 of an NXP ordinary
share for each Freescale common share held at the close of the transaction. The purchase price implies a total equity
value for Freescale of approximately $11.8 billion (based on NXP s closing stock price as of February 27, 2015) and a
total enterprise value of approximately $16.7 billion including Freescale s net debt. The transaction is expected to close
in the second half of calendar 2015. NXP intends to fund the transaction with $1.0 billion of cash from its balance
sheet, $1.0 billion of new debt and approximately 115 million of NXP ordinary shares. Post transaction, Freescale
shareholders are expected to own approximately 32 percent of the combined company. The transaction has been
unanimously approved by the boards of directors of both companies and is subject to regulatory approvals in various
jurisdictions and customary closing conditions, as well as the approval of NXP and Freescale shareholders. Upon
consummation, we expect to account for the merger under the acquisition method of accounting in accordance with
Financial Accounting Standards Board Accounting Standard Topic 805, Business Combinations, with NXP treated as
the accounting acquirer.

We are a holding company whose only material assets are the direct ownership of 100% of the shares of NXP B.V, a
Dutch private company with limited liability (besloten vennootschap met beperkte aansprakelijkheid).

Our corporate seat is in Eindhoven, the Netherlands. Our principal executive office is at High Tech Campus 60, 5656
AG Eindhoven, the Netherlands, and our telephone number is +31 40 2729233. Our registered agent in the United
States is NXP Semiconductors USA, Inc., 411 East Plumeria Drive, San Jose, CA 95134, United States of America,
phone number +1 408 5185400.

Reporting Segments

NXP is organized into two market oriented reportable segments, High Performance Mixed Signal ( HPMS ) and
Standard Products ( SP ). Corporate and Other represents the remaining portion (or segment ) to reconcile to the
Consolidated Financial Statements. You can find a description of each of our reportable segments below. We also
have a manufacturing group that manages our manufacturing and supply chain activities. Prior to January 1, 2013 we
had three reportable segments: HPMS, SP and Manufacturing Operations. During the first quarter of 2013 we moved
our General Purpose Logic Product Line from our HPMS segment (Portable & Computing) to our SP segment; and
our NXP software product line to our HPMS Segment (Industrial & Infrastructure) from Corporate and Other. We

Table of Contents 43



Edgar Filing: NXP Semiconductors N.V. - Form 20-F

also determined in the fourth quarter of 2013 that Manufacturing Operations no longer meets the criteria for separate
reporting as a reportable segment and consequently, its results are now reflected within Corporate and Other. As a
result of the above changes to the composition of our operating and reportable segments, corresponding information
for prior periods have been reclassified to conform to the current period presentation.

B. Business Overview
Our Company

We are a global semiconductor company and a long-standing supplier in the industry, with over 50 years of innovation
and operating history. We provide leading High Performance Mixed Signal and Standard Product solutions that

leverage our deep application insight and our technology and manufacturing expertise in security, interface, RF,

analog, power management and digital processing products. Our product solutions are used in a wide range of
applications such as: automotive, identification, wireless infrastructure, lighting, industrial, mobile, consumer and
computing. We engage with leading original equipment manufacturers ( OEMs ) worldwide and 68% of our revenue in
2014 was derived from Asia Pacific (excluding Japan).

As of December 31, 2014, we had 27,884 full-time equivalent employees located in over 20 countries, with research
and development activities in Asia, Europe and the United States, and manufacturing facilities in Asia and Europe.
For the year ended December 31, 2014, we generated revenue of $5,647 million.

Markets, applications and products

We sell two categories of products, High Performance Mixed Signal product solutions and Standard Products. The
first category, which consists of highly differentiated application-specific High Performance Mixed Signal
semiconductors and system solutions, accounted for 77% of our total product revenue in 2014. We believe that High
Performance Mixed Signal is an attractive market in terms of growth, barriers to entry, relative business and pricing
stability and capital intensity. The second of our product categories, Standard Products, accounted for 23% of our total
product revenue in 2014, and consists of devices that can be incorporated in many different types of electronics
equipment and that are typically sold to a wide variety of customers, both directly and through distributors.
Manufacturing cost, supply chain efficiency and continuous improvement of manufacturing processes drive the
profitability of our Standard Products.

Reorganization of HPMS segment
Effective January 1, 2015, NXP has reorganized the HPMS segment from the four business lines: Automotive,

Identification, Infrastructure & Industrial and Portable & Computing into the following four business lines:
Automotive, Secure Identification Solutions, Secure Connected Devices and Secure Interfaces and Power.
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High Performance Mixed Signal

We focus on developing products and system and sub-system solutions that are innovative and allow our customers to
bring their end products to market more quickly. Our products, particularly our application system and sub-system
solutions, help our customers design critical parts of their end products and thus help many of them to differentiate
themselves based on feature performance, advanced functionality, cost or time-to-market.

We leverage our technical expertise in the areas of RF, analog, power management, interface, security technologies
and digital processing across our priority applications markets. Our strong RF capabilities are utilized in our high
performance RF for wireless infrastructure and industrial applications, television tuners, car security and car radio
products and contactless identification products. Our power technologies and capabilities are applied in our lighting
products, AC-DC power conversion and audio power products, while our ability to design ultra-low power
semiconductors is used in a wide range of our products including our consumer, mobile, identification, healthcare
products and our microcontrollers. Our high-speed interface design skills are applied in our interface products
business, and our security solutions are used in our identification, microcontroller, telematics and smart metering
products and solutions. Finally, our digital processing capabilities are used in our Auto DSPs, the products leveraging
our Coolflux ultra-low power DSPs, such as in our hearing aid business, and our microcontroller based products. In
addition, our digital processing knowledge is used to design High Performance Mixed Signal solutions that leverage
other suppliers digital processing products.

The High Performance Mixed Signal segment is organized into four business lines named: Automotive, Identification,
Infrastructure & Industrial and Portable & Computing. The below table provides an overview of the key applications
per business line, the leading market positions and our key customers.

Portable &
Automotive Identification Infrastructure & Industrial Computing
Key Car access & Secure identity Wireless base stations Mobile handset
applications immobilizers
Secure Satellite & CATYV infra Tablet
In vehicle networkingtransactions
Radar Monitor
Car entertainment Tagging &
authentication Power supplies Personal
Telematics computer
Lighting
ABS Smart metering
Personal Healthcare
Transmission/ White goods &
throttle control TV & Set-top boxes home appliances
Automotive Lighting Mobile Handsets Pachinko
machines
Medical
Industrial
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Consumer
Selected #1 Can/LIN/ Flex #1 e-Government #2 in RF Power # 3 in sensor hub
market leading Ray in-vehicle
positions networking #1 Transport &
Access management
#1 passive keyless
entry/ immobilizers #1 Banking
#1 car radio #1 NFC
#2 audio amplifiers
Key OEM and Becker Apple Alcatel Apple
electronic
manufacturing Bosch Bundesdruckerei BBK Continental
services (EMS)
end customers Clarion Gemalto Ericsson Foxconn
Continental Giesecke HTC Huawei
Delphi Kona Huawei Inventec
Fujitsu Ten Oberthur NSN Samsung
Hyundai Samsung Philips Vasco
Mitsubishi Smartrac Samsung Wistron
Panasonic Sony Sony ZLG Electronics
Visteon Wuhan/Tianyu ZTE ZTE

Info
The list above, some of whom are supplied by distributors, in alphabetical order, represents our key OEM, ODM and

electronic manufacturing services end customers based on 2014 revenue. Key distributors across these applications are
Arrow, Avnet, Edom, Vitec and WPG.

Automotive. In the automotive market we are a leader in in-vehicle networking, car passive keyless entry and
immobilization, and car radio and car audio amplifiers. We also have an emerging business in car solid state lighting
drivers and are investing in growth areas, such as Car2X communication products which relate to assisted and
autonomous driving.
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In the can/LIN/FlexRay in-vehicle networking market, we are the market leader, having played a defining role in
setting the can/LIN and more recently FlexRay standards. We are a leading supplier to major OEMs and continue to
drive new system concepts, such as partial networking for enhanced energy efficiency. In the car access and
immobilizers market, we lead the development of new passive keyless entry/start and two-way key concepts with our
customers and, as a result, we are a key supplier to almost all car OEMs for those products. We are the market leader
in AM/FM car radio chip sets.

Our leadership in mid- and high-end car radio is driven by excellent reception performance, whereas in the low-end
and after-market car radio, our leadership is driven by our one-chip radio solutions that offer ease of implementation
and low cost of ownership. In digital reception, we have developed multi-standard radios based on our
software-defined radio implementation. Based on these software-defined radio technology, we are developing Car2X
communication products. In addition, we provide class-AB and class-D audio amplifiers and power analog products
for car entertainment. We leverage our proprietary processes for automotive, high-voltage, RF and non-volatile
processes as well as our technology standards and leading edge security IP developed by our identification business,
to deliver our automotive solutions. We are compliant with all globally relevant automotive quality standards (such as
ISO/TS16949 and VDAG.3).
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In 2013, we made (together with Cisco), a strategic investment in Cohda Wireless, an equipment vendor in the
Intelligent Transport Systems (ITS) market with whom we co-operate for Car2X solutions. In December 2013, we
announced a joint venture with Datang Telecom, targeting the China domestic hybrid and electrical car market which
became active in April 2014. In December 2013, we also announced the intended sale of our Telematics Module
business to Telit communications which was closed end of March 2014.

For the full year 2014, we had High Performance Mixed Signal revenue of $1,144 million in automotive applications,
compared to $1,019 million in 2013, which represents a 12.3% year over year increase. According to Strategy
Analytics, the total market for automotive semiconductors was $27.7 billion in 2013, and projects it will grow at a
compounded annual growth rate of 7.4% between 2013 and 2017. According to Strategy Analytics estimates we were
the fifth largest supplier of automotive semiconductors worldwide in 2013.

Identification. Based on revenue in 2014, NXP continues to have the leading position in the overall identification chip
market segment. We address all segments of the market, except for the commodity SIM market. We are the largest
supplier world-wide of ICs for e-government, transportation and access management.

NXP is a global market segment leader in the EMV migration wave in which credit and debit cards around the world
are transitioning from non-secure magnetic stripes to secure chips.

Our MIFARE products are widely used in worldwide e-passport projects and public transport systems that have
adopted electronic ticketing.

We have led the development and standard setting of Near Field Communications (NFC), which is a rapidly growing
standard for secure short-range connectivity. In combination with our Secure Element portfolio, this has given us a
leadership position in Mobile wallets and Mobile payment.

Our leadership in the identification market is based on the breadth of our product portfolio underpinned by the
successful launch of new product platforms led by the strength of our security and our end-to-end system contactless
read speed performance.

Key growth drivers will be the further adoption of security ICs in governmental documents and payment cards, the
adoption of new security standards, the need for multi-application solutions in existing smart card markets and the
increasing needs of anti-counterfeiting solutions.

For the full year 2014, we had High Performance Mixed Signal revenue of $1,469 million in identification
applications, compared to $1,297 million in 2013, which represents a 13.3% year over year growth. According to ABI
Research, the market size for identification ICs was $3.3 billion in 2013, and is expected to grow at a compounded
annual rate of 14% to $5.6 billion in 2017.

Infrastructure and Industrial. We have a leading market position in high-performance radio frequency solutions and
have a broad portfolio in lighting drivers and strong positions in selected niche segments of the AC-DC power
conversion and personal healthcare markets. In addition, we have an emerging business in low power connectivity and
mobile audio. Our overall revenue in these businesses was $883 million in 2014 versus $729 million in 2013, which
represents an increase of 21.1% year over year.

Our leading high-performance radio frequency business mainly provides RF front-end solutions for markets, such as

mobile base stations, wireless connectivity, satellite and CATYV infrastructure and receivers, industrial applications,
and to a lesser extent addresses the military and aerospace markets. We have a leading position in RF Power
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Amplifiers and significant sales in Small Signal RF discretes and RF ICs for mobile, consumer electronics and cable
television infrastructure, while we have emerging businesses in RF ICs for mobile base stations and monolithic
microwave ICs ( MMICs ). Our leadership is based on our world-class proprietary RF process technologies and
technology advancements that drive overall system performance, such as power scaling in mobile base stations. We
are engaged with the majority of the largest customers in mobile base stations and in several other application areas.
Key growth drivers for our high-performance RF business include infrastructure build-outs driven by the substantial
growth in mobile data use and digital broadcast adoption, infrastructure development of developing countries,
including China, 4G roll out, and our expansion into new product markets such as wireless communications LNAs and
infrastructure MMICs. We estimate that the market for RF Power Amplifiers was $0.8 billion in 2013 and is expected
to grow with a compounded annual growth rate of 8.8% till 2017.

Our market strengths are our specialty RF process technology, decades of experience in designing tuners that work
under all broadcasting standards and conditions across the world, and our innovations in new broadcasting standards.

In lighting, we have a broad driver portfolio serving all main segments in general lighting applications. Our strength in
lighting ICs is based on our leading-edge high-voltage power analog process technologies and system optimization
concepts, such as our patented technology to develop sensors-less temperature-controlled LED drivers. The growth of
the lighting IC market has been partly driven by government regulations around the world that ban or discourage the
use of incandescent light bulbs and encourage or mandate CFL and LED lighting solutions and by energy-savings
conscious customers.
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We are a key player in high efficiency AC-DC power conversion ICs for notebook personal computers (our green chip
solutions). Our strength in AC-DC power conversion is based on our leading edge hi