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To our shareholders

2010 was the year we began delivering on our potential — the potential
for growth and market share gains, as well as the accompanying benefits
to our sharehoiders that result from our strategy focused on Analog and
Embedded Processing.

The numbers tell a clear story of transformation at Tl, the result of
targeted investments into high-opportunity businesses. This year saw
incremental improvements become notable, credible gains. When we
began this strategic journey in 2006, 52 percent of our revenue came
from our core businesses of Analog, Embedded Processing and the
part of Wireless focused on smartphones. By the end of 2010, that
number had jumped to 67 percent, and it will continue to grow in the
years ahead as almost all of our R&D dollars are funneled into these
targeted areas.

What benefit have we gained from this focus? First and foremost
is growth. Tl revenue grew 34 percent during 2010, led by robust gains
of more than 40 percent in each of our core businesses. Analog grew
42 percent; importantly, each of its key product fines — high-volume
analog & logic, power management and high-performance analog —
contributed to that growth. Embedded Processing grew 41 percent
as our significant investments in microcontrollers over the past years
are now paying off and combining with solid growth in digital signal
processors. And in Wireless, our applications processors and connectivity
products were up just over 40 percent as we focus our resources on
differentiated products for the fast-growing smartphone market.

Each of these core businesses significantly outpaced their respective
markets, which resulted in across-the-board share gains. We also gained
share in each major region of the world. Notably, we again gained share
in China — the world’s Iaﬁgeét semiconductor market and one of the

fastest growing.

Combined, these gains translated into solid financial performance,
with T! delivering record operating profit of $4.5 billion, record operating
margin of 32 percent and record return on invested capital of 31 percent.

Qur strong cash position enabled us to invest in T’s and our
customers’ futures by launching more than 900 new semiconductor

products and acquiring new manufacturing capacity at low cost. While
other companies were opting to shutter manufacturing plants in the
uncertain economic climate of the past couple of years, we were able
1o buy new capacity at a fraction of its original cost. These investments
will support more than $5 billion of additional annual revenue from
customers around the world. For example, we equipped and began
production in the world’s first 300-millimeter analog wafer fab in Texas;
we opened our first wafer fab in China; and we added a new wafer fab
in Japan. With this new capacity, we can give our customers what they
need, when they need it.

As our business continues producing significant cash, after
investing for growth we’re returning substantial amounts directly to
our shareholders. In 2010, we repurchased $2.5 bittion of Tl stock and
paid dividends of nearly $600 million. We also increased our quarterly
dividend rate by 8 percent, the eighth increase in seven years.

Time has proven the strategic soundness of our focus on Anaiog
and Embedded Processing. Both are large, fragmented markets in which
Tl enjoys strong positions yet has ample room to grow. Both use less
capital-intensive manufacturing technologies, resulting in strong profits
and cash generation. Both have diverse customers and applications,
so we aren't tethered to any single market. Both are pervasive
technologies that underpin the electronics of today and, more importantly,
are the enablers of the electronics of tomorrow.

QOur future is full of promise. Our near-term challenge is to
demonstrate that our 2010 performance was not an anomaly; rather, it
was a new standard by which to measure ourselves moving forward.
With our strategy, our people, our products, our capacity and our will to
win, we're committed to delivering on that promise again in 2011.

Q=

Richard K. Templeton
Chairman, President and
Chief Executive Officer
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For Years Ended
December 31,
Consolidated statements of income ) - 2010 2008 2008

[Millions of dollars, except share and per-share amounts]

REVEMUE . . . v e e e e e e e e e e $13,966  $10,427 $12,501
COStOf TBVBNUE . . . . . e e e e e e e e e 6,474 5,428 6,256
Grossprofit. . . . . . .. e 7,492 4,999 6,245
Researchand development. . . . . . . . . . . .. e 1,570 1,476 1,940
Selling, general and administrative. . . . . . ... ... ... .. . o oo 1,519 1,320 1,614
ReStructuring BXpeNSE . . . . . . . o o e 33 212 254
Gainondivestiture . . . . . . . .. e (144) — —_—
Operatingprofit. . . . .. ... ... .. ... ..... e e e 4,514 1,991 - 2,437
Other income (BXPENSE) NEL . . . . . . .« o o i it 37 26 44
Income before inCome taxes . . . . . . . . . o i e 4,551 2,017 2,481
Provision forincometaxes . . . . . . . . . o e e 1,323 547 561
Netincome. . . . . . . . . o i e e e . $3228 $1470 $ 1,920
Earnings per common share:

Basic. . ... .. .. ... .. ... e e $ 266 $ 116 $ 146

Diluted . . . . . . o e e e e $ 262 $ 115 § 1.44
Average shares outstanding (millions):

BaSiC. . . . . e 1,199 1,260 1,308

Diluted . . . . . . e 1,213 1,269 1,321
Cash dividends declared per share of commonstock. . . . . . ... ... ... ... ... oL $ 049 $ 045 $ 041

See accompanying notes.
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NELINCOME. . . . . . e o e e e e e

Other comprehensive income (loss):

Available-for-sale investments:

Unrealized gains (losses), net of tax benefit (expense) of ($3), ($9) and $20

Reclassification of recognized transactions, net of tax benefit (expense)
of $0, ($3)and$0 . . . . . . . L.

Net actuarial gains (losses) of defined benefit plans:
~ Adjustment, net of tax benefit (expense) of $61, ($38) and $282

Reclassification of recognized transactions, net of tax benefit (expense)

of ($36), ($27) and ($17) . . .
Prior service cost of defined benefit plans:

Adjustment, net of tax benefit (expense) of ($1), $tand$1. . . . . ... ... .. ... .. ‘
Reclassification of recognized transactions, net of tax benefit (expense)

of $0,83and (B1) . . . . . . ..

See accompanying notes.

For Years Ended
December 31,

2010 2009 2008

$3,228 $1,470  $1,920

7‘ 17 (38)

— &  _
(154) o1 (476)
6 62 3
2 (1) 14
— 6) 2

80) . 169 (466).
$3,148  $1.,639: $1,454




TEXAS INSTRUMENTS | 4 | 2010 ANNUAL REPORY

December 31,

[Millions of dollars; except share amounts]

Assets
Current assets: -
CashandcashequivalentS. . . . . . . . oot it e 0% 1,319- 0§ 1,182
Short-term inVestmeNtsS . . . . . . . o o e e e s 1,753 1,743
Accounts receivable, net of aliowances. . . . . . ... ..o LR e SO 1,518 1,277
MVEMOTIES . » © v v e e e e e e e e e e e e T T R 1,520 1,202
Deferred INCOME TAXES . . .+ v v v o o e e e e e e e e e e e e 770 546
Prepaid expenses and other currentassets. . . . . . ... ..o I UL 180 164
Totalcurrentassets . . .. .. .o e e e e T © 7,060 ti6,114
Property, plant and equipmentatcost . . . . ... ...l PP v 6,907 - 6,705
" Less accumulated depreGiation. . . . . . . e e e (322])  (3,547)
~ Property, plantand equipment,net. . . .. ..o 3,680 3,158
Long-terminvestments. . . . . . ... ... e e 453 637
GOOOWIIl . .\ oo F Lo %4 926
Acquisition-related intangibles . . . . . ... ... ... .. e e e e e e 76 124
Deferred income taxes . . . . . . . . . R 927 926
Capitalized software licenses, net . . . . . . . .. ... .. 205 k)
Overfunded retirement PIANS . . . . o o v o o e 3 64
OBNEE ASSEES & . . v v v v e e e e e e e e e e e e e e e e e 45 51
TOtAl BSSEIS . © & o o o e e e e e e e e $ 13401 $ 12,119

Liabilities and Stockholders’ Equity
Current liabilities:

ACCOUNtS PAYabIB . . . . . o e e $ 621 § 503
Accrued COMPENSAtioN. . . . . . . . e e e e 629 386
Incometaxes payable . . . . . . . .. e e 109 128
Accrued expenses and other liabilities . . . . . ... ... 622 570
Total current liabilities . . . . . . . o o e e e e 1,981 1,587
Underfunded retirement plans . . . . . . . . o 519 425
Deferred INCOMEB TAXES . . . .+ o e e e e e e e e e 86 67
Deferred credits and other liabilities . . . . . . . . . . .. 378 318
Total HabiliIES . . . . . o o o e e e e e e e e e 2,964 2,397

Stockholders’ equity:
Preferred stock, $25 par value. Authorized — 10,000,000 shares.

Participating cumulative preferred. Noneissued . . . . . .. . ... ... . oo —_ —
Common stock, $1 par value. Authorized — 2,400,000,000 shares.

Shares issued: 2010 — 1,740,166,101; 2009 —1,739,811,721. . . . . . .. ... . .. ... .. 1,740 1,740
Paid-incapital . . . . . . . o e e 1,114 1,086
Retained @amings . . . . .« « o o o e e 24,695 22,066
Less treasury common stock at cost.

Shares: 2010 - 572,722,397; 2009 — 499,693,704 . . . . . . . . . .. ... (16,411) (14,549)
Accumulated other comprehensive income (loss), netoftaxes . . . . .. .. ... .. .. ... (701) (621)
Total stockholders’ 8quUIty . . . . . . . . .. e 10,437 9,722

Total liabilities and stockhoiders’ equity . . . . . . . . . . . . $ 13,401 $ 12,119

See accompanying notes.
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For Years Ended
December 31,

[Millions of dollars]

Cash flows from operating activities:

NELINCOME . & o o v e e e e e e e e e e e e e $3228 $1470 $1,920
Adjustments to net income:
Depreciation . . . . . .. R 865 877 - 1,022
Stock-based compensation . . . . .. ... ... e e 190 186 213
Amortization of acquisition-related intangibles . . . . . .. . ... oo oo 48 48 37
Gainondivestiture . . . . . . . . e (144) — —
Deferred income taxes . . . . . . . . . F (188) - 146 (182)
Increase (decrease) from changes in:
Accountsreceivable . . . . . . . e e (231) (364) 865
VEMMOMES . & . v v e e e e e e e e e e e e e e (304) 177 43
Prepaid expenses and other currentassets. . . . . . ... (8) 35 (125)
Accounts payable and accrued eXpenses. . . . . . ..o 57 5 (325)
Accrued COMPENSAtioN. . . . . v o o v i e 246 (38) (141)
Incometaxespayable . . . . . . ... 49 73 38
OINBT . & . o o e e e e e e e e e 12 28 (35)
Net cash provided by operating activities. . . . . .. .. ... . oo 3,820 2,643 3,330
Cash flows from investing activities: » ‘
Additions to property, plantand equipment. . . . .. ... (1,199) (753) (763)
Proceeds from divestiture . . . . . . . ... e 148 — —
Purchases of short-term investments. . . . . . . . . . . .. oo (2,510) (2,273) (1,746)
Sales, redemptions and maturities of short-term investments . . . . . .. ... ... R 2,564 2,030 1,300
Purchases of long-terminvestments . . . . . . ... ... .. (8) 9) 9)
Redemptions and sales of long-term investments . . . . . ... ... 147 64 55
Business acquisitions, netof cashacquired . . . ... .. .. .. ... .o (199) (155) (19)
Net cash used in investing activities . . . . . .. .. ... L T “(1,057) (1,096) (1,182)
Cash flows from financing activities:
DIVIdENAS Pait . . . . . o v o e e e (592) (567) (537)
Sales and other common stock transactions . . . . . . .. ... oo 407 109 210
Excess tax benefit from share-based payments . . . . . . ... . .o 13 1 19
SIOCK FEPUICNASES . . . .« v v v e e e e e e (2,454) (954) (2,122)
Net cash used in financing activities . . . . . .. . . .. . oo (2,626) (1,411) (2,430)
Net increase (decrease) in cash and cashequivalents . . . . . . ... ........... .. 137 136 (282)
Cash and cash equivalents at beginningofyear . . . . . ... ... .. ... 1,182 1,046 1,328
Cash and cash equivalentsatend ofyear . . . . . ... ... .. ... $1,319 $1,182 $ 1,046

See accompanying notes.
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Treasury Accumulated Other
Common Paid-in Retained Common Comprehensive
Consolidated statements of stockholders’ equity  Stock _ Capital _ Earnings =~ Stock —lncome (Loss)

[M|II|ons of ollars, xcept per-share amounts]

Balance, December 31,2007, . . . . . ... ... ... .. $1,740 $ 931 $19,788 $(12,160) $ (324)
2008
NetinCome. . . . . . v v o e e e s — — 1,920 —_ —
Dividends declared on common stock ($.41 pershare). . . . . — — (537) — —
.- Common stock issued on exercise of stock options. . . . . . . —_ (153) — 360 . —
StOCKTEpUIChasES . v v« v v v v v v e e e — — —_ (2,014) —
Stock-based compensation transactions . . . . . .. ... .. — 213 — — —
Tax impact from exercise of options . . . . . .. .. ... .. — 31 — — —
Other comprehensive income (loss), netoftax . . . . .. . .. — — —_ — (466)
Other. . it e e — — (3) — —
Balance, December 31,2008. . . . . . ... ... ... ... 1,740 1,022 21,168 (13,814) (790)
2009
Netincome. . . . . .. e e e e e — — 1,470 — —
Dividends declared on common stock ($.45 per share). . . . . — — (567) — —
Common stock issued on exercise of stock options. . . . . . . — (120) — . 226 —
StoCK repurchases . . . . . .« v v v v v i — — — (961) —
Stock-based compensation transactions . . . . . .. ... .. — 186 — — —
Tax impact from exercise of options . . . . . .. .. ... .. — 2 — — -
Other comprehensive income (loss), netoftax . . . . .. . .. — —_ — —_ 169
DI, . v e e e e e e e — — (5) — —
Balance, December 31,2009. . . . . . ... . ... ... 1,740 1,086 22,066 {14,549) {621)
2010
Netincome . ... . . .. ... . .« . i — — 3,228 C— —_
Dividends declared on common stock ($.49 per share) . . . —_ —_ (592) . -_— —_
Common stock issued on exercise of stock options . . . . —_ (182) —_ 588 —_
Stockrepurchases . . . . .. ... .. .. ... .. ... —_ —_ —_ (2,450) —_
Stock-based compensation transactions . . . . . .. . .. —_ 190 —_ - —
Tax impact from exercise of options. . . . .. .. ... .. — 2 — —_ —
Other comprehensive income (loss), netoftax . . . . . .. —_ —_ —_ — (80)
Other. . . . . . . . . e — (1) (7) — —
Balance, December 31,2010. . . . . . . . . ... .. ... .. $1,740 $1,114  $24695 $(16,411) -$ (701)

See accompanying notes.
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Notes to financial statements
1. Description of business and sig‘nif_icant .accounting policies and practices

Business: At Texas Instruments (T), we design and make semiconductors that we sell to electronics designers and manufacturers all
overthe world. We have three reportable segments, whiich are established along major product categories as follows:

Analog — consists of high-volume analog & logic, high-performance analog and power management products;

Embedded Processing — consists of digital signal processors (DSPs) and microcontrollers used in catalog, communications
infrastructure and automotive applications; and

Wireless = consists of connectivity products, OMAP™ applications processors and basebands for wireless applications, including
handsets.

In addition, we report the results of our remaining business activities in Other. Other includes our smaller semiconductor operating
segments that include product lines such as DLP® products (primarily used in projectors to create high-definition images) and custom
semiconductors known as application-specific integrated circuits (ASICs), as well as our handheld graphing and scientific caiculators.
Other also includes royalties received for our patented technology that we license to other electronics companies and revenue from
transitional supply agreements entered into in connection with acqmsmons and dlvestltures See Note 15 for additional mformatlon on
our business segments. :

Basis of presentation: The consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in the United States (U.S. GAAP). The basis of these financial statements is comparable for all periods presented herein, except
for the adoption of:

* Anew accounting standard on business combinations as of January 1, 2009, the impact of which was not significant, and
¢ A new accounting standard on fair-value measurements for non-financial assets and liabilities as of January 1, 2009, which
primarily resulted in additional disciosures regarding fair-value measurements. :

The consolidated financial statements include the accounts of all subsidiaries. All intercompany balances and transactions have
been eliminated in consolidation. All dollar amounts in the financial statements and tables in the notes, except per-share amounts,
are stated in millions of U.S. dollars unless otherwise indicated. We have reclassified certain amounts in the prior periods’ financial
statements to conform to the 2010 presentation.

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

Revenue recognition: We recognize revenue from direct sales of our products to our customers, including shipping fees, when title
passes to the customer, which usuatly occurs upon shipment or delivery, depending upon the terms of the sales order; when persuasive
evidence of an arrangement exists; and when collectability is reasonably assured. Revenue from sales of our products that are subject
to inventory consignment agreements is recognized when the customer puils product from consignment inventory that we store at
designated locations. Estimates of product returns for quality reasons and of price allowances (based on historical experience, product
shipment analysis and customer contractual arrangements) are recorded when revenue is recognized. Allowances include volume-
based incentives and special pncmg arrangements. In addition, we record allowances for accounts receivable that we estimate may not
be collected.

We recognize revenue from direct sales of our products to our distributors, net of allowances, consistent with the principles
discussed above. Title transfers to the distributors at delivery or when the products are pulled from consignment inventory and payment
is due on our standard commercial terms; payment terms are not contingent upon resale of the products. We also grant discounts
to some distributors for prompt payments. We calculate credit allowances based on historical data, current economic conditions and
contractual terms. For instance, we sell to distributors at standard published prices, but we may grant them price adjustment credits
in response to'individual competitive opportunities they may have. To estimate allowances, we use statistical percentages of revenue,
determined quarterly, based upon recent historical adjustment trends.

We also provide distributors an allowance to scrap certain slow-moving or obsolete products in their inventory, estimated as a
negotiated fixed percentage of each distributor’s purchases from us. In addition, if we publish a new price for a product that is lower
than that paid by distributors for the same product still remaining in each distributor’s on-hand inventory, we may credit them for the
difference. between those prices. The allowance for this type of credit is based on the identified product price difference applied to our
estimate of each distributor’s on-hand inventory of that product. We believe we can reasonably and reliably estimate allowances for
credits to distributors in a timely manner.
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We determine the amount and timing of royalty revenue based on our contractual agreements with intellectual property licensees.
We recognize royalty revenue when earned under the terms of the agreements and when we consider realization of payment to be
probable. Where royalties are based on a percentage of licensee sales of royalty-bearing products, we recognize royalty revenue by
applying this percentage to our estimate of applicable licensee sales. We base this estimate on historical experience and an analysis of
each licensee’s sales results. Where royalties are based on fixed.payment amounts, we recognize royalty revenue ratably over the term
of the royalty agreement. Where warranted, revenue from licensees may be recognized on a cash basis.

We include shipping and handling costs in cost of revenue.

Advertising costs: We expense advertising and other promotional costs as incurred. This expense was $44 million in 2010, $42 million in
2009 and $123 million in 2008.

Income taxes: We account for income taxes using an asset and liability approach. We record the amount of taxes payable or refundable
for the current year and the deferred tax assets and liabilities for future tax consequences of events that have been recognized in the
financial statements or tax returns. We record a valuation allowance when it is more likely than not that some portion or all of the
deferred tax assets will not be realized.

Other assessed taxes: Some transactions require us to collect taxes such as sales, value-added and excise taxes from our customers
These transactions are presented in our statements of income on a net {excluded from revenue) basis.

Earnings per share (EPS): Unvested awards of share-based payments with rights to receive dividends or dividend equivalents, such
as our restricted stock units (RSUs), are considered to be participating securities and the two-class method is used for purposes of
calculating EPS for common stock. Under the two-class method, a portion of net income is allocated to these participating securmes
and, therefore, is excluded from the calculation of EPS for common stock, as shown in the table below.

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

2010 2009 : ‘ 2008 -
e |ce Shares EPS Nt Incoe Sh . v » et Income Shares EPS

Basic EPS:

Netincome. . . . ... ........... $3,228 $1,470 $1,920
Less income allocatedtoRSUs. . . . . . . . 44 ‘ (14) (12)
Income allocated to common stock for basic '

EPS calculation. . . .. ......... $3,184 1,199 $266 $1,456 1,260 $1.16 $1,908 1,308 $1.46
Adjustment for dilutive shares:

- Stock-based compensation plans . . . . 14 9 13

Diluted EPS: «
Netincome. . . ... .. ......... .. $3,228 , $1,470 - $1,920
Less income allocated toRSUs. . . . . . .. (44) (14) , (12)
Income allocated to common stock for diluted ;

EPS calculation. . . ... ... ... .. $3,184 1,213 $262 $1,45 1,269 $1.15 $1,908 1,321 $1.44

Options to purchase 88 million, 135 million and 123 million shares of common stock that were outstanding during 2010, 2009 and 2008
were not inctuded in the.computation of diluted EPS because their exercise price was greater than the average market pnce of the
common shares and, therefore, the effect would be anti-dilutive. :

Investments: We present investments on our balance sheets as cash equivalents, short-term investments or lohg-term investments.
Specific details are as follows:

Cash equivalents and short-term investments: We consider investments in debt securities with original maturities of three months or
less to be cash equivalents. We consider investments in liquid debt securities with maturities beyond three months from the date of
our investment as being available for use in current operations and include these investments in short-term investments. The primary
objectives of our cash equivalent and short-term investment activities are to preserve capital and maintain liguidity while generating
appropriate returns.

Long-term investments: Long-term investments consist of auction-rate securities, mutual funds, venture capital funds and non-
marketable equity securities.
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Classification of investments: Depending on our reasons for holding the investment and our ownership percentage, we classify
investments in securities as available-for-sale, trading, equity-method or cost-method investments, which are more fully described in
Note 7. We determine cost or amortized cost, as appropriate, on a specific identification basis.

Inventorles Inventorles are stated at the Iower of cost or estimated net realizable value. Cost is generally computed on a currently.
adjusted standard cost basis, which apprommates costs on a first-in first-out basis. Standard costs are based on the normal utilization
of installed factory capacity. Costs assomated with underutilization of capacity are expensed as incurred. Inventory held at consignment
locations is included in our finished goods mventory, as we retain full title and rights to the product. ,

We review inventory quarterly for salability and obsolescence. A specific allowance is provided for mventory considered unlikely to
be sold. Remaining inventory includes a salability and obsolescence allowance based on an analysis of historical dlsposal activity. We
write off inventory in the period in which disposal occurs.

Property, plant and egurpment and ottier caprtalrzed costs: Property, plant and equment are stated at cost and depréciated over their
estimated useful lives using the straight-line method. Leasehold improvements are amornzed using the straight-line method over the
shorter of the remaining lease term or the estrmated useful lives of the |mprovements We amortize acquisition-related intangibles
on a straight-line basis over the estimated economic life of the assets. Capitalized software licenses generally are ‘amortized on a
straight-line hasis over the term of the hcense FuIIy deprecrated oramortized assets are wntten off agarnst accumulated deprecratlon
or amortization.

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

Goodwill: Goodwrll is not amortized but is rewewed for lmpalrment annually, or more frequently if certain |mparrment indicators arise.
We complete our. annual goodwill |mparrment tests as of October 1 for our reportlng units. The test compares the fair value for each
reporting unit to its assomated carrying value mcludrng goodwill.

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

the U.S. dollar are remeasured-into the functional currency. Current assets (except inventories), deferred income taxes, other assets,
current liabilities and long-term liabilities are remeasured at exchange rates’in effect at the end of each reporting period. Inventories,
and property, plant and equipment and depreciation thereon, are remeasured at historic exchange rates. Revenue and expense accounts
other than depreciation for each month are rémeasured at thie appropriate daily rate of exchange. Currency exchange gains and Iosses
from remeasurement are credited or charged to Other income (expense) net (OI&E) o

Derivatives and hedging: We use derivative financiai mstruments to manage exposure to forelgn exchange rrsk These mstruments are
primarily forward foreign currency exchange contracts that are used as economic-hedges to reduce the earnings impact exchange
rate fluctuations may have on our non-U.S. dollar net balance sheet exposures or for specified non-U.S. dolfar forecasted transactions.
Gains and losses from changes in the fair value of these forward foreign currency exchange contracts are credited or charged to

OI&E. We do not use denvatrves for speculative or trading purposes. We do not apply hedge accountmg to our foreign currency
derivative instruments.

Changes in accounting standards:
In October 2009, the Financial Accountrng Standards Board (FASB) concurrently issued the following Accounting Standards Updates (ASUs)

o ASU No. 2009 — 14 - Software (Topic 985): Certain Revenue Arrangements That Include Software Elements. This standard
removes tangible products from the scope of software revenue recognition guidance and also provides guidance on determining
whether software deliverables in an arrangement that includes a tangible product, such as embedded software, are within the,
scope of the software revenue guidance.

* ASU No. 2009 — 13 - Revenue Recognition (Topic 605): Multiple-Deliverable Revenue Arrangements. This standard modlfles
the revenue recognition guidance for arrangements that involve the delivery of multiple elements, such as. product, software,
-gervices and support, 1o a customer at different times as part of a single revenue generating transaction. This standard provides
principles and application guidance to determine whether multiple deliverables exist, how the individual deliverables should be
separated and how to allocate the revenue in the arrangement among those separate deliverables. The standard also expands
the disclosure requirements for multiple deliverable revenue arrangements.
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We will apply these standards on a prospective basis for revenue arrangements entered into or materially modified beginning
January 1, 2011. We have evaluated the potential impact of these standards and have determined they Wlll have no significant impact
on our financial position or results of operations.

In January 2010, the FASB issued ASU No. 2010 — 06 - Fair Value Measurements and D/sc/osures (Top/c 820): Improving Drsclosures
about Fair Value Measurements. This standard amends the disclosure guidance with respect to fair value measurements for both interim
and annual reporting periods. Spemftcally, this standard requires new disclosures for significant transfers of assets or liabilities between
Level 1 and Level 2 in the fair value h|erarchy, separate disclosures for purchases, sales, issuance and settlements of Level 3 fair value
items on a gross, rather than net basis; and more robust dlsclosure of the valuation techniques and inputs used to measure Level 2
and Level 3 assets and Irabllltres Except for the detailed drsclosures of changes in Level 3 items, which will be effective for us as of
January 1, 2011, the remaining new disclostire requirements were effective for us as of January 1, 2010. We have included these new
disclosures, as applicable, in Note 7.

in April 2010, the FASB issued ASU No. 2010 — 17 - Revenue Recognition - Milestone Method (Topic 605): Milestone Method of
Revenue Hecogn/t/on This standard prowdes guidance on defining a milestone and determlnlng when it may be appropriate to apply
the milestone ‘method of revenue recognition for certain research and development transactrons Under this new standard, a company
can recognize as revenue con8|de[at10n thatis contlngent upon achievement of a milestone in the period in which lt is achieved,
only if the milestone meets all criteria to be considered substantwe This standard will be effective for us on a prospectlve basis as of
January 1,2011. We have evaluated the potential impact of this standard and have determined it will have no significant impact on our
financial position or results of operations.

2. Restructurmg actlwtles

Costs incurred with restructuring activities generaIIy consist of vquntary and involuntary severance-related expenses, asset
impairments and other costs to exit activities. We recognize voluntary termination benefits when the employee accepts the offered
benefit arrangement. We recognize involuntary severance-related expenses depending on whether the termination benefits are provided
under an ongoing benefit arrangement or under a one-time benefit arrangement. We recognize involuntary severance-related expenses
assocrated with an ongomg ‘benefit arrangement once they are probable and the amounts are estimable. We recogmze involuntary
severance-related expenses associated with a one-time benefit arrangement once the benef|ts have been communlcated to employees

Restructuring activities have also resulted in asset impairments, which are included in restructuring expense and are recorded as
an adjustment to the basis of the asset, not as a liability relating to a restructuring charge. When we commit to a plan:to abandon a
long-lived asset before the-end of its previously estimated useful life, we accelerate the recognition of depreciation to. reflect the use of
the asset over its shortened-useful life. When an asset is held-to be sold; we write down the carrying value to its net realizable value and
cease depreciation. ;

In October 2008, we announced actlons to reduce expenses |n our Wireless segment especrally our baseband operation. In
January 2009, we announced actions that included broad-based employment reductions to align our spending with weakened demand.,
Combmed these actions ellmmated about 3, 900 jObS they were completed in 2009

The table below refiects the changes in accrued restructunng balances assomated with these actions:

Impairments
Severance and Other
weind Benefits  Charges

Restructuring @Xpense . . . . . . . . o o 201 S 212
Non-cash-charges . . . . . S S (et b e e e i : 26y 1. (25)
PAYMENS. . . . . o o o e e e (277) (7) (284)
Remaining accrual at December 31,2009 .. . . . .. T e e e e e o 84 10 94
Restructuring expense . . .. ... ... ... L A e L ‘33" L 33
Non-cashcharges . . .. ... ... ... ... ... ‘ 33 - (33)
Payments .. . ... ... LT PR e - (62) 2) (64)
Remaining accrual at December 31,2010 . . . .. .. ... ... ............ $ 22 $8 $ 30

* Reflects charges for post‘retirement ‘beneﬁt plan settlement, curtailment and special termination benefits.
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The accrual balances above are a component of Accrued expenses and other Ilabllltles or Deferred credits and other liabilities on our
balance sheets, depending on the expected timing of payment.

Restructuring expense recognized by segment from the actions described above is as follows:

L L

Embedded Processing . . . . . . . i e e e e e e e 6 43 24
Wireless . . . ... ...... ... ... e 10 62 132
07117 o 4 23 40
Total restructuring expense. . . . . . . . e e e T e $33 $212 $254

3. Stock-based compensation

We account for all awards granted under our various stock-based employee compensation plans at fair value. The stock-based
compensation expense recognized for the years ended December 31, 2010, 2009-and 2008 were as follows:

M0 2009 2008

Stock based compensatlon expense recognlzed

COSLOTIBVENUE . . . . . . o it e e e e e $36 $35 § 41
Research and development. . . . . . . . . . . .. .. 53 54 62
Selling, general and administrative. . . . . . . ... ... . L 101 97 110
TOtAl . o o e $190 $186 $213

These amounts include expense related to non-qualified stock options, RSUs and to stock options offered under our employee stock
purchase plan.

We issue awards of non-qualified stock options generally with graded vesting provisions (e.g., 25 percent per year for four years).
We recognize the related compensation cost on a straight-line basis over the minimum service period required for vesting of the award.
For awards to employees who are retirement eligible or nearing retirement eligibility, we recognize compensation cost on a straight-line
basis over the longer of the service period required to be performed by the employee in order to earn the award, or a six-month period.

We also issue RSUs, which generally vest four years after the date of grant. We recognize the related compensation costs on a
straight-line basis over the vesting period. ‘

Fair value methods and assumptions
We estimate the fair values for non-qualified stock options under the Iong -term mcentlve plans and director plans using the Black-
Scholes option-pricing model with the following weighted average assumptions:

Weighted average grant date fair value,pershare . . . .. ... ... ... .. e ... $6.61 $5.43  $8.86
Weighted average assumptions used: :
Expected volatility . . . . . ... ... ............. e 32% 48% 31%
Expected lives . . . .. .. RS e 64yrs 59yrs 5.7yrs
Risk-free interestrates. . . . . . . . . . . . e 283% 263% 3.01%
Expected dividend yields . . . . . . . . ... . .. 208% 294% 1.34%

We determine expected volatility on all options granted after July 1, 2005, using available implied volatility rates rather than an analysis
of historical volatility. We believe that market-based measures of |mpI|ed volatility are currently the best available mdlcators of the
expected volatility used in these estimates.

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

Risk-free interest rates are determined using the implied yield currently available for zero-coupon U.S. government issues with a
remaining term equal to the expected life of the options.
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Expected dividend yields are based on the approved annual dividend rate in effect and the current market price of our common
stock at the time of grant. No assumption for a future dividend rate change is included unless there is an approved plan to change the
dividend in the near term.

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

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

Long-term incentive and director compensation plans
We have stock options outstanding to participants under various long-term incentive plans. We also have assumed stock options that
were granted by companies that we later acquired. Unless the options are acquisition-related replacement options, the option price
per share may not be less than 100 percent of the fair market value of our common stock on the date of the grant. Substantially all the
options have a 10-year term and vest ratably over four years. Our options generally continue to vest after the option recipient retires.
We also have RSUs outstanding under the long-term incentive plans. Each RSU represents the right to receive one share of Ti
common stock on the vesting date, which is generally four years after the date of grant. Upon vesting, the shares are issued without
payment by the grantee. RSUs generally do not continue to vest after the recipient’s retirement date.
We have options and RSUs outstanding to non-employee directors under various director compensation plans. The plans generally
provide for annual grants of stock options, a one-time grant of RSUs to each new non-employee director and the issuance of Tl common
stock upon the distribution of stock units credited to deferred compensation accounts established for such directors.

Stock option and RSU transactions under our long-term incentive and director compensation plans during 2010 were as follows:

Stock Options Restricted Stock Units

Weighted Weighted

Average Exercise Average Grant-Date

—2ES Price per Share Shares Fair Value per Share
Outstanding grants, December 31, 2009 .. 174,713,222 $30.53 14,409,002 $23.86
Granted . . . . ... ... ... .. ... ... .. 16,208,193 23.11 6,441,488 - 2347
VestedRSUs. . . ... ............... — - (1,629,862) 31.16
Expired and forfeited . . . . . ... ... ... .. (23,806,275) 50.04 (653,263) 24.61
Exercised . . ... . ... ... .. ... .. .... (16,980,127) 21.16 | —
Outstanding grants, December 31,2010. . . . . . 150,135,013 $27.70 18,567,365 $23.06

The weighted average grant-date fair value of RSUs granted during the years 2010, 2009 and 2008 was $23.47, $15.78 and $29.09 per
share. For the years ended December 31, 2010, 2009 and 2008, the total fair value of shares vested from RSU grants was $51 million,
$28 million and $20 million. ’

Summarized information about stock options outstanding at December 31, 2010, is as follows:

Stock Options Outstanding Options Exercisable
Range of Number Weighted Average Weighted Average Number Weighted Average
Exercise Qutstanding Remaining Contractual Exercise Price per Exercisable Exercise Price per
$ .26t010.00 21,963 20 $ 6.16 21,963 - $6.16
10.01 to 20.00 31,755,186 4.7 15.69 20,740,148 16.07
20.01 to 30.00 58,361,582 5.4 25.18 36,751,851 25.43
30.01 to 40.00 . 48,019,676 C 3.0 : 33.05 47,779,210 33.05
40.01 to 50.38 11,976,606 0.1 50.31 11,976,606 50.31
$ .261050.38 150,135,013 4.1 $27.70 117,269,778 $29.42

During the years ended December 31, 2010, 2009 and 2008, thé aggregate intrinsic value (i.e., the difference in the closing market
price and the exercise price paid by the optionee) of options exercised was $140 million, $21 million and $110 million.



TEXAS INSTRUMENTS |13| 2010 ANNUAL REPORT

Summarized information as of December 31, 2010, about outstanding stock options that are vested and expected to vest; as well as
stock options that are currently exercisable, is as follows: ~

'Outstanding Stock Options (Fully Options
Vested and Expecte: est) a i

umber of outstanding (shares) . . . .

.. . .. .. 147,952,889 117,269,778
Weighted average remaining contractual life . . . . . .. ....... ... 4.1yrs 29yrs
Weighted average exercise price pershare . . . . . ... ... ....... $ 28.10 $ 29.42
Intrinsic value (millions of dollars). . . . . ............ e ' $ 944 $ 607

(@) Includes effects of expected forfeitures. Excluding the effects of expected forfeitures, the aggregate intrinsic value of stock options
outstanding was $968 million.

As of December 31, 2010, the total future compensation cost related to unvested stock options and RSUs not yet recognized in the
statements of income was $133 million and $196 million. Of that total, $146 million, $107 million, $67 million and $9 miliion will be
recognized in 2011, 2012, 2013 and 2014.

Employee stock purchase plan
We have an employee stock purchase plan under which options are offered to all eligible employees.in amounts based on a percentage
of the employee’s compensation. Under the plan, the option price per share is 85 percent of the fair market value on the exercise date,
and options have a three-month term.

Options outstanding under the plan at December 31, 2010, had an exercise price of $27.83 per share (85 percent of the fair market
value of TI common stock on the date of automatic exercise). Of the total outstanding options, none were exercisable at year-end 2010.

Employee stock purchase plan transactions during 2010 were as follows:

Employee Stock
Purchase Plan

andmg grants, December 31,2009 . . C e e e 9,61 $21

Granted . . . . . . . e e e e e e e 2,347,117 22.56
EXEICISEH . . . . . . . . e e e e e e (2,439,527) 21.40
Outstanding grants, December 31,2010 . . . . . .. ..................... 487,871 $27.83

The weighted average grant-date fair value of options granted under the employee stock purchase plans during the years 2010, 2009
and 2008 was $3.97, $3.13 and $3.37 per share. During the years ended December 31,2010, 2009 and 2008, the total intrinsic value
of options exercised under these plans was $9 million, $10 million and $11 million.

Effect on shares outstanding and treasury shares

Our practice is to issue shares of common stock upon exercise of stock options generally from treasury shares and, on a limited basis,

from previously unissued shares. We settled stock option plan exercises using treasury shares of 19,077,274 in 2010; 6,695,583 in

2009 and 11,217,809 in 2008; and previously unissued common shares of 342,380 in 2010; 93,648 in 2009 and 85,472 in 2008.
Upon vesting of RSUs, we issued treasury shares of 1,392,790 in 2010; 977,728 in 2009 and 544,404 in 2008. No previously

unissued common shares were issued upon vesting of RSUs in these time periods. '

Shares available for future grant and reserved for issuance are summarized below:

As of December 31,2010

Long-term Incentive

and Director Employee Stock
> COStn Ins Purchasen Total .
Reserved forissuance(a) . . .. . ... ... ... ... ... 249,171,482 30,075,811 279,247,293
Shares to be issued upon exercise of outstanding options andRSUs . . . . . (168,821,893) (487,871) (169,309,764)
Available forfuturegrants . . . . . . ... .. ... .. L oo 80,349,589 29,587,940 109,937,529

(@) Includes 119,515 shares credited to directors’ deferred compensation accounts that may settle in shares of T common stock. These
shares are not included as grants outstanding at December 31, 2010.



TEXAS INSTRUMENTS [14| 2040 ANNUAL REPORT

Effect on cash flows :

Cash received from the exercise of options was $407 million in 2010, $109 million in 2009 and $210 million in 2008. The related net tax
impact realized was $21 million, ($2) million and $31 million (which includes excess tax benefits realized of $13 million, $1 million and
$19 million) in 2010, 2009 and 2008. '

4. Profit sharing plans"

Profit sharing benefits are generally formulaic and determined by one or more subsidiary or company-wide financial metrics. We pay
profit sharing benefits primarily under the company-wide Tl Employee Profit Sharing Pian. This plan provides for profit sharing to be paid
based solely on TI's operating margin for the full calendar year. Undér this plan, TI must achieve a minimum threshold of 10 percent
operating margin before any profit sharing is paid. At 10 percent operating margin, profit sharing will be 2 percent of eligible payroll. The
maximum amount of profit sharing available under the plan is 20 percent of eligible payroll, which is paid only if TI's operating margin is
at or above 35 percent for a full calendar year.-

We recognized $279 million, $102 million and $121 million of profit sharing expense under the Tl Employee Profit Sharing Plan in
2010, 2009 and 2008. '

5. Income taxes

Income before income taxes e ——JS__Non-US. aotal
2010. ... .. .. ... e e e e e e e, $3769 $782 $4,551
2009. . . 1,375 642 2,017
2008. . . . e e b e e e ey “ 1,749 732 2,481
2010:

Current . . . . .. ... . ... $1,347 $146 $18 $1,511

Deferred. . . . .. .. .. e e e e e e (128) (62) 2 (188)
Total . . . . . .. . $1,219 $ 84 $20 $1,323
2009: ~

Current. . . . . . o - $ 334 $ 63 $ 4 $ 401

Deferred . . . . .. e e e e e e e e 117 30 (1) . 146
Total . . . ... P I e $ 451 $ 93 $ 3 $ 547
2008:

Current. . . . . .. ... $ 646 $ 89 $ 8 $ 743

Deferred . . . . . . .. ... (214) ‘ 43 (11) (182)
Total . .. ...... ... . ..., .. ... S - 432 $132 $ .3 $ 561

Principal reconciling items from income tax computed at the statutory federal rate follow:

—— ——— ————————— _ 2000 2008 2008
Computed tax at statutoryrate. . . . ... ..... .. ... S P $1,593 $706  $868
Effectofnon-US.rates. . . ... ....... ... .. .... e e (182) (101) (197)
Research and developmenttaxcredits. . . . . ... .. ... ... ... ... .. . .... (54) (28) (75)
U.S. tax benefits for manufacturing. . . . . . . ... ... ... . ... ... ... .. ... (63) (21) (18)
Other. . . . o 29 9) (17)
Total provision forincometaxes . . . . . . . ... .. ... $1,323 $ 547 $ 561
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The primary components of deferred income tax assets and liabilities' were as follows:

December 31,
L.

Deferred mcoet ssets. S C, . 4 S
“Inventories and related reSEIVES . . . . . . .o .. $ 525. § 347

Postretirement benefit costs recognized inAQCI . . . . . . .. .. ... o e 404 .380
Stock-based compensation. . . . . . .. ... 357 - 339
ACCTUBA BXPENSES . « o v v v o ot e e e e e e e 251 219
Deferred loss and tax credit carryforwards . . . . ... ... .. ... .. TR 220 201
Intangibles . . . . .. ... [P R - 62 4
Investments . . . . . . .. e e e SR 43 ‘ 49
Other. . ......... R e 103 98
‘ ' ' ‘ S 1965 1,704
Less valuation allowance. . . . .. ... .. e e e e ' 3) )
| ' 1,962 1,702

Deferred income tax habllltles , : : ,
Accrued retirement costs (defmed benefit and retlree healthcare) . . . . . .o v vt (190) (176)
Property, plant and equipment . .. . . G aie e e e R ‘ (83) N X))
Other. . . . . . PP B e h (78) (68)
: . (351) - (297)
Net deferred income tax asset . . . .. . .. T . e e $1,611 - $1,405

As of December 31, 2010 and 2009, net deferred income tax assets of $1.61 billion and $1.41 billion were presented in the balance
sheets, based on tax jurisdiction, as deferred income tax assets of $1.70 billion and $1.47 billion and deferred income tax liabilities.
of $86 million and $67 million. The increase in net deferred.income tax assets from December 31, 2009, to December-31,2010;, - .
exceeds the $188 million deferred tax provision due to the recording of deferred tax assets associated with postretirement benefit costs
recognized in Accumulated other comprehensive income (AOCI). We make an ongoing assessment regarding the realization of U.S.

and non-U.S. deferred tax assets, While these assets are not assured of realization, our assessment is that a valuation allowance is not
required for the remammg balance of the deferred tax assets. This assessment is based on our evaluation of relevant criteria including.
the existence of (a) deferred tax liabilities that can be used to absorb deferred tax assets, (b) taxable income in prior carryback years
and (c) expectations for future taxable income.

We have U.S. and non- -U.S. tax loss carryforwards of approximately $257 mllllon of WhICh $134 million explre through the
year 2024.

Provision has been made for deferred taxes on undlstnbuted earnings of non-U.S. subsldlanes to the extent that d|v1dend payments
from these subsidiaries are expected to result in additional tax liability. The remaining undistributed earnings (approximately $3.44 billion
at December 31, 2010) have been indefinitely reinvested; therefore, no provision has been made for taxes due upon remittance of these
earnings. It is not practicable to determine the amount of unrecognized deferred tax liability on these unremitted earnings.

Cash payments-made for income taxes (net of refunds) were $1.47billion, $331 million and $772 million for the years ended
December 31, 2010, 2009 and 2008. ‘ :

Uncertain fax QOSIt!On s: We operate in a number of tax jurisdictions and are subject to examlnat|0n of our income tax returns by fax .
authorities in those jurisdictions who may challenge any item on these tax returns. Because the matters challenged by authorities are
typically complex, their ultimate outcome is uncertain. We recognize accrued interest related to uncertain tax positions and penalties as
components of OI&E. Before any benefit can be recorded in the financial statements, we must determine that it is “more likely than not”
that a tax position will be sustained by the appropriate tax authorities.
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The following table summarizes the changes in the total amounts of uncertain tax positions for 2010 and 2009:

Balance January 1 :
Additions based on tax positions related to the currentyear . . . . . ... ... ..., SHE

10
Additions for tax positions of prioryears . . . . .. ... ... .. e 6
Reductions for tax positions of prioryears . . . .. ... ... .. e e e Vo e o . (18)
Settlements with tax authorities . . . . . . . . e e e e PR (90)
Balance, December31. . . . . . ... ... R $ 56
Interest expense recognized in the year ended December 31. . . . . . . . .. ... .. ... ... ... . $ —
Accrued interest receivable as of December 31 . . . . . .. ... .. ... ... .. .. ... e $ 5 $ 9

The liability for uncertain tax positions is a component of Deferred credits and other liabilities, and accrued interest receivable is a
component of Other assets on our balance sheets.

" Within the $103 million liability for uncertain tax positions as of December 31, 2010, are uncertain tax posmons totaling $136 million
that, if recognized, would impact the effective tax rate. If these tax liabilities are ultimately realized, $101 million of deferred tax
assets would also be realized, primarily related to refunds from counterparty jurisdictions resultrng from procedures for relief from
double taxation.

As of December 31, 2010, the statute of limitations remains open for U.S. federal tax returns for 1999 and following years. Our
returns for the years 2000 through 2006 are the subject of tax treaty procedures for relief from double taxation.

In foreign jurisdictions, the years open to audit represent the years still subject to the statute of limitations. Years still open to audit
by foreign tax authorities in major jurisdictions include Germany (2005 onward), France (2008 onward), Japan {2003 onward) and
Taiwan (2005 onward).

We are unable to estimate the range of any reasonably possible increase or decrease in uncertain tax positions that may occur -
within the next 12 months resultirig from the eventual outcome of the years currently under audit or appeal.. However, we do not
antrcrpate any such outcome will result ina matenal change toour frnanmal condition or results of operatrons

6. Fmanclal mstruments and rlsk concentratlon

Financial instruments: We hold denvatlve financial instruments such as forward forelgn currency exchange contracts forward purchase
contracts and investment warrants, the fair value of which is not material at December 31, 2010. Qur forward foreign currency
exchange contracts outstandrng at December 31, 2010, had a notional value of $439 mlllron to hedge our non-U.S. dollar net balance
sheet exposures (including $236 million to sell Japanese yen, $69 million to sell euros and $33 million to sell British pound sterlrng)

Cash equivalénts, short-term investments, certain Iong -term investments, postretirement plan assets, contingent consideration and
deferred compensation liabilities are carried at fair value, which i is described in Note 7. The carrying values for other current financial
assets and liabilities, such as accounts receivable and accounts payable apprommate farr value due to their short maturity.

Risk concentration: Financial instruments that could subject us to concentrations of credit risk are primarily cash, cash equwalents
short-term investments and accounts receivable: In order to manage our credit risk exposure, we place cash investments in
investment-grade debt securities and limit the amount of credit exposure to any one issuer. We also limit counterpartles on fonlvard
foreign currency exchange contracts to investment-grade-rated financial institutions. '

Concentrations of credit risk with respect to accounts receivable are limited due to our large number of customers and their
dispersion across different industries and geographic areas. We maintain an allowance for losses based on the expected collectabrllty of
accounts recelvable These allowances are deducted from accounts receivable on our balance sheets

Details of these allowances are as follows:
Addttions Charged

Balance at (Credited) to Recoveries and Balance at
Accounts receivable allowan i

2009. . ... $1 $(8) $23
2008. ..., $7 $(3) $30
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7. Valuation of debt and equity investments and certain liabilities

Debt and equity investments
We classify our investments as available-for-sale, trading, equity method or cost method. Most of our investments are classified as
available-for-sale.

Available-for-sale securities consist primarily of money market funds and debt securities. Available-for-sale securities are stated
at fair value, which is generally based on market prices, broker quotes or, when necessary, financial models (see fair value discussion
below). We record other-than-temporary losses (impairments) on these securities in OI&E in our statements of income, and all other. -
unrealized gains and losses as an increase or decrease, net of taxes, in AOCI on our balance sheet.

Trading securities are stated at fair value based on market prices. Our trading securities consist exclusively of mutual funds that
hold a variety of debt and equity investments intended to generate returns that offset changes in certain deferred compensatlon
liabilities. We record-changes in the fair value of our trading securities and the related deferred compensation liabilities in selling,
general and administrative (SG&A) expense in our statements of income.

Our other investments are not measured at fair value but are accounted for using either the equity method or cost method. These
investments consist of interests in venture capital funds and other non-marketable equity securities. Gains or losses from equity
method investments are reflected in OI&E based on our ownership share of the investee’s financial results. Gains and losses on cost
method investments are recorded in OI&E when realized or when an impairment of the investment’s value is warranted based on our
assessment of the recoverability of each investment.

Details of our investments and related unrealized gains and losses included in AQCI are as follows:

December 31,2010 December 31, 2009

Cash and Cash., Short-term  Long-term Cash and Cash Short-term  Long-term
Equwalents Investt Investmenialents Investmems Investments

Measured at fair value:
Available-for-sale securities

Money marketfunds .. . . . ... .. .. .. ... $ 167 $ — $ — $ 563 $ — $ —
Corporate obligations. .. .. . .. ......... - 44 649 — 100 438 —
U.S. Government agency and Treasury securities . . 855 1,081 —_ 360 1,305 —
“Auction-rate securities . . . .. .. ... ... —_ 23 257 — — 458
Trading securities
Mutual funds. . . . . S —_ —_ 139 — — 123

Total . .......... R " 1,066 1,753 396 1,023 1,743 - 581

Other measurement basis:

Equity method investments. . . . ... .. .. ... —_ —_ 36 — — 33
Cost method investments . . . . ... .. .. ... , — — 21 — — 23
Cashonhand . ................... 253 — — 159 — —
Total . . .. ... . . . $1,319 $1,753 $453 $1,182  $1,743 $637

Amounts included in AOCI from

available-for-sale securities:
Unrealized gains (pre-tax) . . .. . .. .. .. ..... $ — $ 1 $ — $ — $ 1 $ —
Unrealized losses (pre-tax) . . . . ... ... .. .. ... $ — $ 1 $ 22 $ — $ — $ 32

As of December 31, 2010, about 60 percent of our investments in the corporate obligations shown above were insured by either the
Federal Deposit Insurance Corporation (FDIC) or the United Kingdom government.

In the year ending December 31, 2010, $188 million of auction-rate securities were redeemed and we received notification in the
fourth quarter of 2010 that an additional $23 mitlion of auction-rate securities would be redeemed during 2011. These securities were
subsequently redeemed in January of 2011 and were reclassified from long-term to short-term investments on the balance sheet as of
December 31, 2010.

As of December 31, 2010 and 2009, unrealized losses included in AOC! were associated with auction-rate securities, and as of -
December 31, 2010, we have determined that these unrealized losses are not other-than-temporarily impaired. We expect to recover
the entire cost basis of these securities. We do not intend to sell these investments, nor do we expect to be required to sell these
investments before a recovery of the cost basis. For the year ended December 31, 2010, we did not recognize in earnings any credit
losses related to these investments.
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Proceeds from sales, redemptions and maturities of short-term available-for-sale securities, excluding cash equivalents, were
$2.56 billion, $2.03 billion and $1.30 billion in 2010, 2009 and 2008. Gross realized gains and losses from these sales were not significant.

The following table presents the aggregate maturities of investments in debt securities classified as available-for-sale at
December 31, 2010:

Due Fair Value

ONEVEArOFIESS . . . o v o oo N L . - $2,156

Onetothreeyears . . . . . . . . . e e Lt 663
Greater than three years (auction-rate securltles) ...................................... - 257

Gross realized gains and losses from sales of long-term investments were not significant for 201 0 2009 or 2008. Other-than-temporary
declines and impairments in the values of these investments recognized in OI&E were $1 million, $14 million and $1 0 million in 2010,
2009 and 2008. :

Fair value conS|derat|ons

As noted above, we measure and report our financial assets and Ilabllmes at fair value. Fair value is defmed as the price that would be
received to sell an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability
in an orderly transaction between market participants on the measurement date.

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

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

Level 2 ~ Uses inputs other than Level 1 that are either directly or indirectly observable as of the reporting date through correlation

with market data, including quoted prices for similar assets and liabilities in active markets and quoted prices in markets
that are not active. Level 2 also includes assets and liabilities that are valued using models or other pricing methodologies
that do not require significant judgment since the input assumptions used in the models, such as interest rates-and
volatility factors, are corroborated by readily observable data. Our Level 2 assets consist of corporate obligations,

some U.S. government agency securities and auction-rate securities that have been called for redemption. We utilize a
third-party data service to provide Level 2 valuations, verifying these valuations for reasonableness relative to unadjusted
quotes obtained from brokers or dealers based on observable prices for similar assets in active-markets.

Level 3 — Uses inputs that are unobservable, supported by little or no market activity and reflect the use of significant management

judgment. These values are generally determined using pricing models that utilize management estimates of market
participant assumptions. .

We own auction-rate securities that are primarily classified as Level 3 assets. Auction-rate securities are debt mstruments with
variable interest rates that historically would periodically reset through an auction process. These auctions have not functioned since
2008. There is no active secondary market for these securities, although limited observable transactions do occasionally occur. As
a result, we use a-discounted cash flow (DCF) model to determine the estimated fair value of these investments as of each quarter
end. The assumptions used in preparing the DCF model include estimates for the amount and timing of future interest and principal
payments and the rate of return required by. investors to own these securities in the current environment. In making. these assumptions
we consider relevant factors including: the formula for each security that defines the interest rate paid to investors in the event of a
failed auction; forward projections of the interest rate benchmarks specified in such formulas; the likely timing of principal repayments;
the probability of full repayment considering the guarantees by the U.S. Department of Education of the underlying student loans and
additional credit enhancements provided through other means; and, publicly available pricing data for student loan asset-backed
securities that are not subject to auctions. Our estimate of the rate of return required by investors to own these secuntles also considers
the reduced liquidity for auction-rate securities.

To date, we have collected all interest on all of our auction-rate securities when due and expect to continue to do so in the future.
The principal associated with failed auctions will not be accessible until successful auctions resume, a buyer is found outside of the _
auction process, or issuers use a different form of financing to replace these securities. Meanwhile, issuers continue to repay principal
over time from cash flows prior to final maturity, or make final payments when they come due according to contractual maturities
ranging from 24 to 37 years. All of our auction-rate securities.are backed by pools of student loans substantially guaranteed by the U.S.
Department of Education and we continue to believe that the credit quality of these securities is high based on this guarantee. As of
December 31, 2010, all of these securities were rated AAA or Aaa by at least one of the major rating agencies.:Although most of these
securities are dual rated AAA/Aaa, one ($25 million par value) is rated AAA/B3 and one ($12.million par value) is rated AAA/Baal. While
our ability to liquidate auction-rate investments is likely to be limited for some period of time, we do not believe this will materially -
impact our ability to fund our working capital needs, capital expenditures, dividend payments or other business requirements.
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The following are our assets and liabilities that were accounted for at fair value on a recurring basis as of December 31, 2010 and
2009. These tables do not include cash on hand, assets held by our postretirement plans, or assets and liabilities that are measured at -
historical cost or any basis other than fair value. '

Fair Value
Assets ,
Moneymarketfunds . . . . . .. ... ... ... $ 167 $ 167 $§ — $—
Corporate obligations. . . . ... ... ........ T .. R ) 693 —_ 693 —_
U.S. Government agency and Treasury securities. . . .. . .. .. .. ... 1,936 1,120 816  —
Auction-rate securities . . . . . . . ... ... 280 - 23 257
Mutualfunds. . . . .. . . 139 139 — —
Total aSSES . . . . . e e e e $3,215 $1,426 $1532 $257
Liabilities (a) ,
Contingent consideration. . . . .. ...... ... . o $ 8 $ — $§ — §$ 8
Deferred compensation. . . . . . .. .. ... ... . oo 159 159 —_ —_
Total liabilities . . . . ... ................ T $167 . $ 159 $§ — §$ 8
Fair Value :
— Decomber 31,2000 Lovel 1 Level2 _ Level3
Assets . \ : , ,
Money marketfunds. . . . ... .. .. . ... $ 563 $ 563 $ — $§ —
Corporate obligations. . . . . . . . ... 538 — 538 —
U.S. Government agency and Treasury securities. . . . . ... ... . . 1,665 911 754 —_
Auction-rate securities . . . . . . . . ... 458 — — 458
Mutualfunds. . . . .. ... .. ... ... O 123 123 — —
Total @SSEIS . . . . . . e e e $3,347 $1,597 $1,292 $458
Liabilities (a) .
Contingent consideration. . .. . ... ... .. e e $ 18 = $ — $ — §$18
Deferred compensation. . . . . . .. ... ... e - 154, 154 — —

Total liabilities . . . . .. ... ... . .. .. $ 172 $ 154 $ — § 18

(a) The liabilities above are a component of Accrued expenses and other liabilities or Deferred credits and other liabilities on our
balance sheets, depending on the expected timing of payment.

The following table summarizes the change in the fair values for Level 3 assets and liabilities for the years ended December 31, 2010
and 2009. The transfer of auction-rate securities into Level 2 was the resuit of these securities being called for redemption and all were
subsequently redeemed. :

Level 3

Auction-rate Gontingent
Considerati

|nc Decembe1,‘ ..... - . = m— . =

New contingent consideration ... . . . . . . ... ... — 10
Change in fair value of contingent consideration — inciuded in operating profit. . . .. .. ... .. .. — 8
Reduction in unrealized loss —included in AOC! . . . . . . . . .. . ... . o 21 —
RedemMpLiONS. . . . . v ot (45) —
Balance, December 31,2009, . . . . . . .. i e 458 18
Change in fair value of contingent consideration — included in operating profit. . . . ... .. .. — (10)
Reduction in unrealized loss — included inAOCI. . . . . . . ... .................. 10 —_
Redemptions . . . . . . . . . . . . . .. e (188) —_
Transfersintolevel 2. . . . . . . . . . .. .. e e (23) —_—

Balance,December 31,2010 . . . . . . . . . . . ... ... $ 257 $8
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8. Acquisitions and divestitures

Acquisitions ,

On October 14, 2010, we announced the acquisition of T/’s first semiconductor manufacturing site in China, located in the Chengdu
High-tech Zone, which included a fully equipped and operational 200-millimeter wafer fabrication facility (fab), as well as a
non-operating fab which is held for future capacity expansion. Additionally, we offered employment to the majority of existing employees
at the Chengdu site. We are providing transitional supply services through the middle of 2011, while also installing our analog
production processes. This acquisition, which was recorded as a business combination, used net cash of $140 million. An additional
$35 million will be paid to the seller in October 2011, subject to adjustments for any claims we may have in relation to representations,
warranties or other obligations of the seller. We recorded $158 million of property, plant and equipment, $5 million of inventory,

$4 million of other assets and $8 million of expenses, which were charged to cost of revenue. Operating results for the transitional
supply services are included in our Other segment. Additionally, we incurred acquisition-related costs of $2 million, which were recorded
in SG&A expense. ,

On August 31, 2010, we completed the acquisition of two wafer fabrication facilities and equipment in Aizu-Wakamatsu, Japan, for
net cash of $130 million. The terms of the acquisition included an operational 200-millimeter fab as well as a non-operating fab capable
of either 200- or 300-millimeter production that is being held for future capacity expansion. Additionally, we offered employment to the
existing employees at the Aizu site. We are providing transitional supply services through June 2012, while also installing our analog
production processes. '

The acquisition of the two Aizu wafer fabs and related 200-millimeter equipment was recorded as a business combination for net
cash of $59 million. We recorded $42 million of property, plant and equipment, $9 million of inventory and $8 million of expenses, which
were charged to cost of revenue. Operating results for the transitional supply services are included in our Other segment. In connection
with the Aizu acquisition, we also settled a contractual arrangement with a third party for our benefit for net cash of $12 million, which
was recorded as a charge in cost of revenue in our Other segment. Additionally, we incurred acquisition-related costs of $1 million, - -
which were recorded in SG&A expense.

The Aizu acquisition also included 300-millimeter production tools, which we recorded as a capital purchase for net cash of -
$58 million. Of this amount, $36 million was for tools to be used primarily in our 300-millimeter analog fab in Richardson, Texas and the
remaining $22 million is held for sale.

In the second quarter of 2009, we acquired Luminary Micro for net cash of $51 million and other consideration of $7 mllllon These
operations were integrated into our Embedded Processing segment. :

In the first quarter of 2009, we acquired CICLON Semiconductor Device Corporation for net cash of $104 million and other
consideration of $7 million. These operations were integrated into our Analog segment.

The results of operations for these acquisitions have been included in our financial statements from their respective acquusmon
dates. Pro forma financial information would not be materially different from amounts reported.

Divestiture '
On November 15, 2010, we divested a product fine previously included in our Other segment for $148 million, and recogmzed againin
operating profit of $144 million.

9. Goodwill and other acquisition-related intangibles

The following table summarizes the changés in goodwill by segment for the years ended December 31, 201 0 and 2009:

Embedded
Analog Processing Wireless Other Total )

Goodwill, December 31, 2008 . . . . . .. ... $567  $157 $82  $34  $840

Additions from acquisitions . . .. . ... ... ... L 70 15 — — . &
Adjustments . . . . ... 1 — —. — 1
Goodwill, December 31,2009 . . . . .. .... ... ... ...... o 638 172 82 34 926

Additions from acquisitions . . . .. ... ... .. ... ... .. .. .. — — - — —
Adjustments . . . . ... ... ... . ..., ... . ... . ... .. (8) — 8 (2) (2)

Goodwill, December 31,2010 . . . . . ... ................ $630 $172 $90 $32 $924
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There was no impairment of goodwill during 2010 or 2009. In the first quarter of 2010, we transferred. a low-power wireless product
line from the Analog segment to the Wireless segment, including the associated goodwill: We reduced goodwill in Other by $2 million,
which was related to the divestiture noted above. The goodwill balances shown on our balance sheets are net of total accumulated
amortization of $221 million at year end 2010 and 2009. o T

in 2010 and 2009, we recognized intangible assets associated with acquisitions we made during the year of zero and $81 million, -
respectively, primarily for developed technology, to be amortized over four to eight years. :

The following table shows the components of acquisition-related intangible assets:

‘ December 31,2(ji0 - Decemher 31,2009
o  Gross o Gross o
Amortization Carrying  Accumulated Carrying ' Acctimulated

JPeriod __Amount Amortzation _ Wet | Amourt  Amortization Net

qiitioel intangibles:

Developed technology . . . . . . . ... ... 3-10years $155 - $100 $55  $183 $97 . %86
Otherintangibles . . . .. .. .. ... ... 3 - 10 years 60 39 21 60 28 32
In-process research and development . . . . . — — 6 L — 6
Total . oo $215 $139 $76 $249  $125  $124

Amortization of acquisition-related intangibles waé $48 milIIion, $48 million ahd $37 million for 2010, 2009 and 2008, primaﬁly related
to developed technology. o : o

The folIoWing table.sets forth the estimated amartization-of acquisition-related intangibles for the years ended December 31:

D011 . . e e e e e e e e e $25
D002 . e e e e e e s e 21
D013 . . e e e e e e e e e e 15
20 T T I I 6
D015 . . e e e e e e e e 4
TREICAR O . . . o ot o s o e e e e e e e e e e e 5

10. Postretirement benefit plans

Plan-descriptions: We have various employee retirement plans inbludihg-defined benefit, defined contribution and retiree health care " -
benefit plans. For qualifying employees, we offer deferred compensation arrangements.

U.S. retirement plans: - v - R Cn :

Principal retirement plans in the U.S. are qualified and non-qualified defined benefit pension plans (all of which closed to new
participants after November 1997), a defined contribution plan and an enhanced defined contribution plan. The defined benefit pension .
plans include employees still accruing benefits as well as employees and participants that no longer accrue service-related benefits, but
instead, may participate in the enhanced defined contribution plan.

Both defined contribution plans offer an employer-matching savings option that allows employees to make pre-tax contributions to
various investment choices, including a Ti common stock fund. Employees who elected to continue accruing a benefit in the qualified
defined benefit pension plans may also participate in the defined contribution plan, where employer-matching contributions are
provided for up to 2 percent of the employee’s annual eligible earnings. Employees who elected not to continue accruing a benefit in
the defined benefit pension plans, and employees hired after November 1997 and through December 31, 2003, may participate in the
enhanced defined contribution plan. This plan provides for a fixed employer contribution of 2 percent of the employee’s annual eligible
earnings, plus an employer-matching contribution of up to 4 percent of the employee’s annual eligible earnings. Employees hired after
December 31, 2003, do not receive the fixed employer contribution of 2 percent of the employee’s annual eligible earnings.

At December 31, 2010 and 2009, as a result of employees’ elections, Ti’s U.S. defined contribution plans held shares of T common
stock totaling 24 million shares and 29 million shares valued at $792 million and $759 million, respectively. Dividends paid on these
shares for 2010 and 2009 totaled $13 million and $14 million.

Our aggregate expense for the U.S. defined contribution plans was $50 million in 2010, $51 million in 2009 and $56 million in 2008.

Benefits under the qualified defined benefit pension plan are determined using a formula based upon years of service and the highest
five consecutive years of compensation. We intend to contribute amounts to this plan to meet the minimum funding requirements of
applicable local laws and regulations, pius such additional amounts as we deem appropriate. The non-qualified defined benefit plans are
unfunded and closed to new participants.
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U.S. retiree health care benefit plan: - : ; :

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

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

As of December 31, 2010 and 2009, asa result of employees electrons Tl s non-U.S. defined contribution plans held Tl common
stock valued at $14 million and $13 million, respectlvely Drvrdends pald on these shares of Tl common stock for 2010 and 2009 were
not material.

Effect on the statements of income and balance sheets -
Expense related to defined benefit and retrree health care beneflt plans was as follows

U S. Defined Benefit U.S. Retiree Health Gare . lllon-U.S. Defined Benefi‘t
2010 2009 2008 2010 2009 2008 2010 2009 2008

Interestcost . . .. ... ... ... ... ... ... 45 49 49 26 26 28 62 62 60
Expected returnonplanassets .. ... ........ 49) (499 (49 (23) (28) (27 (73) (69 (83
Amortization of prior servicecost . . .. ... ... .. 1 1 1 2 2 2 3) 3) 3)
Recognized net actuarialloss . . .. .......... 22 18 16 12 8 8 30 34 5
Net periodic benefitcost . . . ... ... ... ... .. 39 39 46 21 12 15 53 64 28
Settlementcharges* . . ................ 37 13 7 — —_ —_ —_ 15 —
Curtailment charges (credits) . . ... ......... — — 1 _ 2 11 -— 9 —
Special termination benefitcharges . . . .. ... ... — 6 18 — — — —_ 3 —

Total; including charges .. . o.ioo ..o Lo $76 $58 $72- $21 $14 $26 $53 $73 $28

* Includes restructuring and non-restructuring related settlement charges

For the U.S. qualified pension and retiree health care plans, the expected return on pian assets component of net periodic benefit cost
is based upon'a market-related value of assets. In accordance with U. 5. GAAP, the market-related value of assets generally utlllzes a
smoothrng technrque whereby certain galns and losses are phased inovera penod of three years. g
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Changes in the benefit obligations and plan assets for the defined benefit and retiree health care benefit plans were as follows:

U.S. Retiree Non-U.S.
U.S. Defined Benefit Health Care Defined Benefit
2010 ‘ 2009 2010 209 ‘ 010 ‘ 209

hage inpln nfit obligtin: o

Benefit obligation at beginningofyear . . . . ... ... ... .. $860 $867 $472  $449 $1,945 $1,933
Servicecost . . . . .. .. 20 20 4 4 - 37 40
Interestcost . . . . ... ... ... 45 49 26 26 62 62
Participant contributions . . . . . ... .. ... ... ... — — 17 16 3 3
Benefitspaid . .. .. .. ... . .. .. . . ... (6) (30) (45) (47) (70) (53)
Medicaresubsidy . . . . ... ... ... o oo — — 3 4 — —
Actuarial (gain) 10ss . . . . . .. .. 92 (5) @ 18 132 35
Sefflements . . . ... ......... ... P (131) (43) — — — (48)
Curtailments . . . . . . .. . . . . .. — @ —_ 2 — (28)
Special termination benefits . . . . . ........... .. — 6 — — — 3
Planamendments . . . . . . .. . .. .. ... — — —_ — (1) —
Effects of exchange ratechanges . . . .. ... .. .. ... ' — — - — 109 (2)

Benefit obligation at end of year BO) . . ... .. C....... $80 $860 $473  $472 $2,217 $1,945

Change in plan assets:

Fair value of plan assets at beginning of year . . .. ... .. .. $859 $765 $374  $341 $1672 $1,513
Actualreturnonplanassets . . . . . ............. 76 45 25 39 95 197
Employer contributions (funding of qualified pfans) . . . . .. 30 115 33 24 53 54
Employer contributions (payments for non-qualified pians) . . . 5 7 —_ 1 —_ —
Participant contributions . . . . . . .. R — — 17 16 3 3
Benefitspaid . . ........ ... ... ... (6) (30) (45) (47) (70) (53)
Settiements . . ... ... ... . .. .. e (131) {43) — —_ — (48)
Effects of exchange rate changes . . . . . .. .. ... ... —_— — — — - - 82 6

Fair value of plan assets atend of year (FVPA) . . . . . . .. . .. $833 $859 $404 $374 $1,835 $1,672

Funded status (FVPA~BO) atendofyear . . . .. ... ... .. s$@4n $ 0O $(69) $(939 $ (382) $ (273

The majority of the settlement-related impact is associated with the 2008 and 2009 restructuring actions. The actuarial losses for 2010
were mainly driven by changes to actuarial assumptions used to calculate the benefit obligations, most notably, declines in the discount
rate used to determine the present value of the benefit obligations and lump sum conversion rates used for the U. S. defined benefit plans.

Amounts recognized on the balance sheet as of December 31, 2010, were as follows:

U.S. Defined U.S. Retiree Non-U.S.
Be|t ] Health Care Defined Benefit Total

Overfunded retirementplans . . . .. ... ............... $ 1 $— $ 30 $ 31

Accrued expenses and other liabilities . . . . . ... .......... (3) — (7) (10)
Underfunded retirementplans . . . . . ... .. ............. (45) (69) (405) (519)
Funded status (FVPA-BO) atendofyear. . . . .. ... ... ..... $(47) $(69) $(382) $(498)

Amounts recognized on the balance sheet as of December 31, 2009, were as follows:

U.S. Defined U.S. Retiree Non-U.S.

. ‘_ . - v Benefit HaIth Care Defined Benefit Total
Overfunded retirementplans. . . . . . . . . . ... . o $40 $— $ 24 $ 64
Accrued expenses and other liabilities . . . . . .. .. ... oo (5) -_ (6) (11
Underfunded retirementplans . . . . . .. ... ...... . ....... (36) (98) (291) (425)
Funded status (FVPA—BO) atendofyear . . .. ... ... ..... ... $ 1) $(98) $(273) $(372)

Accumulated benefit obligations, which represent the benefit obligations excluding the impact of future salary increases, were
$813 million and $817 million at year-end 2010 and 2009 for the U.S. defined benefit plans, and $2.02 billion and $1.79 billion at
year-end 2010 and 2009 for the non-U.S. defined bengfit plans.
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The amounts recorded in AOCI for the years ended December 31, 2010 and 2009, are detailed below by plan type:

U.S. Retiree Non-U.S.
U.S. Defined Benefit Health Care Defined Benefit Total
Net Prior Net Prior Net Prior Net Prior
Actuarial  Service Actuarial Service Actuarial Service Actuarial Service

Loss Cost Loss - Cost Loss Cost ] Loss

$150 $ 2 $137  $ 7 $328  $(23) $615

8(14)

AOCI balance, December 31, 2009 (et of tax) . .
Changes in AOCI by category in 2010

Annual adjustments . . . . ... ........ 64 —_ (5) —_ 156 - (4) 215 " (4)
Reclassification of recognized transactions. . . (59) (1) (12) (2) (30) 4 (101) 1
Less tax (benefityexpense . . .. .. ... ... 2 — 6 1 (33) — " (25) 1
Total change to AOCI in2010. . . . . . . . EEE 7 (1) (11) (1) 93 —_ 89 (2)
AOCI balance, December 31,2010 (netoftax). . ..  $157 $ 1 $126 $ 6 $421 $(23) $704  $(16)

The estimated amounts of net actuarial loss and unrecognized prior service cost included in AOCI as of December 31,2010, that are
expected to be amortized into net periodic benefit cost over the next fiscal year are: $23 million and $1 million for the U.S. defined
benefit plans; $12 million and $2 million for the U.S. retiree health care plan; and $38 million and ($4) million for the non-U.S. defined
benefit plans.

Information on plan assets
We report and measure the plan assets of our defined benefit pension and other postretirement plans at fair value.

The tables below sets forth the fair value of our plan assets as of December 31 2010 and 2009, using the same three-level
hierarchy of fair-value inputs described in Note 7. a

Fair Value at

ssets of U.S. defined benefit plans

~Moneymarketfunds . . . .. ... ... .. .. ... $ 43 $ — $ 43 $—
U.S. Government agency and Treasury securities. . . . .. ... ...... 220 196 24 —
US.bondfunds . . ... .. ... . ... ... . .. ... 281 —_ 281 —_
U.S. equity funds and option-collars . . . . ... ... ........... 195 —_ 195 —_
International equity funds . . . . ... ... ... _ 60 o 60 —
‘Limited partnerships . . . .. .. ... . . 34 —_ — 34
Total . . ... $ 833 $196 $ 603 $34
Assets of U.S. retiree health care plan : : ‘ : :
Moneymarketfunds . . . .. ... ... ... ... . ... ... . . ... $ 4 $ — $ M $—
US.bondfunds .. ... ..... .. ... ... . ... ... 165 165 — —
U.S. equity funds and optioncollars . .. . .. ... ... .. ... ... . 144 4 103 —_
International equity funds . . . . . ... ... L L 54 = — 54 —
Total . . ... $ 404 $206 $ 198 $—
Assets of non-U.S. defined benefit plans
Money marketfunds . . . ... ... ............ e $ 19 $ — $ 19 $—
Local marketbondfunds. . . . ... ... ... ... .. ..., . .... 669 — 669 —_
International/global bond funds. . . . ... ... ... ... ... .. ... 21 —_ 21 —_
Local marketequityfunds . . . ... ... ... ... ... . ... .... 300 42 258 -
International/global equity funds . . . . .. . ... . ... . ... ..... 555 e 555 —
Otherinvestments . . . . . ... .. ... . ... . ... ... .. ..., 81 _— 30 51

Total . ... $1,835 $ 42 $1,742 - $51




TEXAS INSTRUNMENTS [25| 2010 ANNUAL REPORT

Fair Vajue at . E :
December 31, 2009 Level 1 Level 2 Level 3

Assets of U.S. defined benefit plans

Money market funds . . . . . e $ 181 $ — $ 181 $—
U.S. Government agency and Treasury securities. . . . . e e . 193 169 24 —
US.bondfunds . ... ... .o o 242 — 242 . —
U.S. equity funds and optioncollars . . . .. ... ... ... .. ... 154 — 154 —
International equity funds . . . . . . ... oo 55 — 55 —
Limited partnerships.. . . . . . . . . .. . 4 — — 34
Total . .. $ 859 $ 169 $ 656 $34
Assets of U.S. retiree health care plan : .
© Moneymarketfunds . . . .. ... $ 40 $ — $ 40 $—
US.bondfunds - i .. . . o 142 142 — —
U.S.equity funds and optioncollars . . . ... .......... ... .. 143 80 63 —
International equity funds .. . ... . ... oo 49 — 49 —
Total . .............: e $ 374 $222 $ 152 $—
Assets of non-U.S. defined benefit plans _ ‘_
Money marketfunds . . . . . ... ... . ... ... . $ 3 $ — $ 3 $—
Local marketbondfunds. . . . ... ......... ... e 647 — 647 —
International/global bond - funds. . . . . . ... ... T 176 — 176~ —
Local marketequityfunds . . . . ... ... . ... 275 38 237 —
International/global equity funds . . . . . . .. ... .. e e L 496 — 496 —
Otherinvestments . . .. ... ............. [ 75 — 26 49
Total . ... . o B $1,672 $ 38 . $1585 $49

The following table summarizes the change in the fair values for Level 3 plan assets for the years ending December 31, 2010 and 2009:

Level 3 Plan Assets
u.s. Non-U.S.
Defined Defined

Benefit

Balance, December 31, 2008

$28
Redemptions . . . . . . . . e e e —
Unrealizedgain - . ... ...... e 6
Balance, December 31,2009 ... ... ... e e e e e e e e e e e 34
Redemplions . . . . . . . . . . . . e e —_ 4)
Unrealizedgain. . . . . ... ... e e e e e e — 6
Balance,December 31,2010 . . . . . . . . . . . ... e e $34 $51

The investments in our major benefit plans largely consist of low-cost, broad-market index funds to mitigate risks of concentration ’
within market sectors. In recent years, our investment policy has shifted toward a closer matching of the interest-rate sensitivity of
the plan assets and liabilities. The appropriate mix of equity and bond investments is determined primarily through the use of detailed
asset-liability modeling studies that look to balance the impact of changes in the discount rate against the need to provide asset growth
to cover future service cost. Most of our plans around the world have added a greater proportion of fixed income securities with return
characteristics that are more closely aligned with changes in the liabilities caused by discount rate volatility. For the U.S. plans, we
utilize an option collar strategy to reduce the volatility of returns on investments in U.S. equity funds.

The only Level 3 asssts in our worldwide benefit plans are certain private equity limited partnerships in our U.S. pension plan
and diversified hedge funds in a non-U.S. pension plan. These investments are valued using inputs from the fund managers and
internal models.
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Assumptions and investment policies

: u.s.
Defined Benefit Retiree Health Care

2010 2009 2010 2009
W
Weighted average assumptions used to determine benefit obligations: - ' '

US.discountrate . . .. .. ... . .. .. 558% 6.00% 548% 5.54%
Non-US.discountrate . . . . . ... ... ... .. ... ... 279% 3.23%

U.S. average long-term pay progression . . . . . . . o oo e 3.40% 3.00%

Non-U.S. average long-term pay progression . . . . . . ... ... ... .. ... ... 3.24% 3.06%

Weighted average assumptions used to determine net periodic benefit cost: - S
US.discountrate . . . .. ... ... .. .. 561% 6.05% 554% 6.02%
Non-US.discountrate . . . . . . .. . .o it 3.23% 3.35%

U.S.long-term rate of returnonplanassets . . . . . ... .. .. ... .. ... .. ... 6.50% 6.50%  6.00% - 7.00%
Non-U.S. long-term rate of returnonplanassets . . ... ... ... ........... 4.23%  4.59%

U.S. average long-term pay progression . . . . . . . .. . ... 3.00% 3.50%

Non-U.S. average long-term pay progression e 3.06% 3.12%

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

Assumptions for the expected long-term rate of return on plan assets are based on future expectations for returns for each asset
class and the effect of periodic target asset allocation rebalancing. We adjust the results for the payment of reasonable expenses of the
plan from plan assets. We believe our assumptions are appropriate based on the investment mix and long-term nature of the plans’
investments. . ‘

Assumptions used for the non-U.S. defined benefit plans reflect the different economic environments within the various countries.

The table below shows target allocation ranges for the plans that hold a substantial majority of the defined benefit assets.

U.S. Defined U.S. Retiree Noh.'-u._s'. Defined
Asset category o e ——— T e eI Care Benefit

Equity securities . . . . . .. ... ... e 3% 50% 25% - 60%
Fixed income securities and cash equivalents . . . . ... .......... 65% 50% 40% - 75%

We intend to rebalance the plans’ investments when they are not within the target allocation ranges. Additional contributions are -
invested consistent with the target ranges and may be used to rebalance the portfolio. The investment allocations and individual
investments are chosen with regard to the duration of the obligations of each plan. Most of the assets in the retiree health care beneflt
pian are lnvested in a series of Voluntary Employee Benefit Association (VEBA) trusts.

Weighted average asset aIIocatlons at December 31, are as follows:

U.S. Defined ‘ U.S. Retiree Non-U.S. Defined
Benefit Health Care Benefit
Asset category e — . . SO T 1| . .. )

Equity securities . . . . ... ........... N S a5%  28%  49%  51%  49%  49%
Fixed income Securities . . . . . . . ... ... 60% 51%  41% 38%  50%  50%
Cashequivalents. . . . .. .. ... ... ... ... ... .. .... 5% 21% 10% 11% 1% 1%



TEXAS INSTRUMENTS | 27| 2010 ANNUAL REPOHT

None of the plan assets related to the defined benefit pension plans and retiree health care benefit plan are directly invested in Tl
common stock. As of December 31, 2010, we do not expect to return any of the plans’ assets to Tl in the next 12 months.

Contributions to the plans meet or exceed all minimum funding reqwrements We expect to contribute to our retirement plans in
2011 as we have in recent years.

The following table shows the benefits we expect to pay to participants from the plans in the next ten years. Aimost all of the payments
will be made from plan assets and not company assets.

U.S. Defined U.S. Retiree Medicare Non-U.S.
20T . . e e $147 $ 35 $ @ $ 72
2012 . o 73 36 0 75
2013 . . . e e e 83 38 (5) 80
2014 . . . e e e e 81 40 6] 82
2015 . . e e e 82 41 2 88
2016-2020 . . . . . i e e 380 209 (11) 504

Assumed health care cost trend rates for the U.S. retiree health care plan at December 31 are:

U.S. Retiree Health Care

Assumed health care costtrend rate fornextyear . . . .. . ... . ... .. . . o oo 9.0% 9 0%
Ultimate trend rate . . . . . . . o v e e e e e e e e e e e e e e 5.0% 5.0%
Year in which ultimate trend rate isreached . . . . . ... ... .. ... e e e e e e .. 2016 2016

Incfeasing or decreasing health care cost trend rates by one percentage point would have increased or decreased the accumulated
postretirement benefit obligation for the U.S. retiree heaith care plan at December 31, 2010, by $21 million or $19 million and increased
or decreased the service cost and interest cost components of 2010 plan expense by $1 million.

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

As of December 31, 2010, our liability to participants of the deferred compensation plan was $159 million and is recorded in
Deferred credits and other liabilities on our balance sheets. This amount reflects the accumulated participant deferrals and earnings
thereon as of that date. No assets are held in trust for the deferred compensation plan and so we remain liable to the participants.

To serve as an economic hedge against changes in fair values of this liability, we invest in similar mutual-funds that are recorded in
Long-term investments. We record changes in the fair value of the liability and the related investment in SG&A expense {(see Note 7).

11. Debt and lines of credit

As of December 31, 2010 and 2009, we had no outstanding debt. We maintain fines of credit to support commercial paper borrowings, if
any, and to provide additional liquidity through bank loans. As of December 31, 2010, we had a revolving credit facility that allows us to
borrow up to $1 billion until August 2011, and $920 million thereafter through August 2012. These facilities would carry a variable rate
of interest indexed to the London Interbank Offered Rate (LIBOR), if drawn. As of December 31, 2010, this credit facility was undrawn,
and no commercial paper was outstanding.

Interest incurred on loans in 2010, 2009 and 2008 was not material.

12. Commitments and contingencies

Qperating leases: We conduct certain operations in leased facilities and also lease a portion of our data processing and other equipment.
in addition, certain long-term supply agreements to purchase industrial gases are accounted for as operating leases. Lease agreements
frequently include-purchase and renewal provisions and require us to pay taxes, insurance and maintenance costs. Rental and lease
expense incurred was $100 million, $114 million and $124 million in 2010, 2009 and 2008.

Capitalized software licenses: We have licenses for certain internal-use electronic design automation software that we account for as
capital leases. The related liabilities are apportioned between Accounts payable and Deferred credits and other liabilities on our balance
sheets, depending on the contractual timing of the payment.
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Purchase commitments: Some of our purchase commitments entered in the ordinary course of business pravide for minimum payments.

Summary: At December 31, 2010, we had committed to make the following minimum payments under our non-cancellable operating
leases, capitalized software licenses and purchase commitments:

Capitalized
Operating Software Purchase

$1 -

e $67
2012, . o e, 54 105
2013 . L : 7 38
2014 . L 6 8
2015 . ‘ —_— 2
Thereafter . . . . . . . . — o

Indemnification guarantees: We routinely sell products with an intellectual property indemnification inciuded in the terms of sale.
Historically, we have had only minimal, infrequent losses associated with these indemnities. Consequently, we cannot reasonably
estimate or accrue for any future liabilities that may resuit.

Warranty costs/product liabilities: We accrue for known product-related claims if a loss is probable and can be reasonably estimated.
During the periods presented, there have been no material accruals or payments regarding product warranty or product liability.
Historically, we have experienced a low rate of payments on product claims. Although we cannot predict the likelihood or amount of
any future claims, we do not believe they will have a material adverse effect on our financial condition, resuits of operations or liquidity.
Consistent with general industry practice, we enter into formal contracts with certain customers that include negotiated warranty
remedies. Typically, under these agreements our warranty for semiconductor products includes: three years coverage; an obligation to
repair, replace or refund; and a maximum payment obligation tied to the price pard for our products In some cases, product clarms may
exceed the price of our products.

General: We are subject to various legal and administrative proceedings. Although it is not possible to predict the outcome of these
matters, we believe that the results of these proceedings will not have a material adverse effect on our financial condition, resuits of
operations or liquidity. From time to time, we also negotiate contingent consideration payment arrangements associated with certarn
acquisitions, which are recorded at fair value.

Discontinued operations indemnity: In connection with the 2006 sale of the former Sensors & Controls business, we have agreed to
indemnify Sensata Technologies, Inc., for specified litigation matters and certain liabilities, including environmental liabilities. Our
indemnification ebligations with respect to breaches of representations and warranties and the specified litigation matters are generally
subject to a total deductible of $30 million and our maximum potential exposure is limited to $300 million. We have not made any -
indemnity payments related to this matter and do not expect that any potential payments related to this indemnity obllgatron would have
a material adverse effect on our financial condition, results of operations or liquidity in future periods. :

13. Stockholders’ equity

We are authorized to issue 10,000,000 shares of preferred stock. No preferred stock is-currently outstanding.

Treasury shares acquired in connection with the board-authorized stock repurchase program-in 2010, 2009 and 2008 were
93,522,896 shares, 45,544,800 shares and 77,162,667 shares. As of December 31, 2010, $7:6 billion of stock repurchase
authorizations remain and no expiration date has been specified.

14. Supplemental financial information

Other income (expense) net mm— 2 s 20,
Interest income .. C C . .. $13 $24 $76
Other (@) . . . . . . 24 2 (32
TOtal . o - $37 326 $44

(@) Includes lease income of approximately $20 million per year, primarily from the purchaser of a former business. As of »
December 31, 2010, the aggregate amount of non-cancellable future lease payments to be received from these leases is $79 million.
These leases contain renewal options. Other also includes miscellaneous non-operational items such as: interest income and expense
related to non-investment items such as taxes; gains and losses from our equity method investments; realized gains and losses
associated with former equity investments; gains and losses related to former businesses; gains and losses from currency exchange rate
changes; and gains and losses from our derivative financial instruments (primarily forward foreign currency exchange contracts).
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.~ December 31,

Raw materials and purchased pars . . . . . . . . ... ..o e ... S

122 § 93
Workinprocess . . . . . . . . . e e 919 758
Finishedgoods. . . . ... ... ... e e e e e e e e 479 351
Totl . . $1,520 $1,202

Finished goods include inventory placed on consignment of $130 million and $118 million as of December 31, 2010 and 2009, respectively.

December 31,

Property, plant and equipment _

Land

Buildings and improvements . . . . . e e e e e 5-40 years 2,815 2,867
Machineryandeguipment . . . . . . . . . .. 3-10 years 4,000 3,755
TOtal . . . e e $6,907 $6,705

Authorizations for property, plant and equipment expenditures in future years were $386 million at December 31, 2010.

December 31,
5 d other liabiliti L —
Customer incentive programs and allowances . . . . . . . . . . . . e e $118 $118
Property and other non-iNCOME tAXES . . . . . . . o o v ot e e e 108 89
01117 396 363
TOtA . . . L $622 $570
December 31,

Unrealiesses on aile-for-sale lnvements .............. | .......... | H ...... (1 3)

$ (20)

Postretirement benefit plans:
Netactuarial [0SS. . . . . . . . . . e e (704) (615)
PriOr SEIVICE COSt. . . . v o e e e e e e e e e e e e 16 14
Total . . . e e e $(701)  $(621)

15. Segment and geographic area data

Our financial reporting structure comprises three reportable segments. These reportable segments, which are ‘established along major
product lines having unique design and development requirements, are as follows:

Analog — Analog semiconductors change real-world signals — such as sound, temperature, pressure or images — by conditioning them,
amplifying them and often converting them to a stream of digital data that can be processed by other semiconductors, such as DSPs.
Analog semiconductors are also used to manage power distribution and consumption. Analog includes high-volume analog & logic,
high-performance analog and power management products.

Embedded Processing — Our Embedded Processing products include our DSPs and microcontrollers. DSPs perform mathematical
computations almost instantaneously to process or improve digital data. Microcontrollers are designed to control a set of specific tasks
for electronic equipment. We make and sell standard, or catalog, Embedded Processing products used in many different applications
and custom Embedded Processing products used in specific applications, such as communications infrastructure equipment and
automotive.

Wireless — Growth in the wireless handset market is being driven by the demand for smartphones, tablet computers and other emerging
portable devices. Many of today’s smartphones and tablets use an applications processor to run the device’s software operating system
and enable expanded functionality. Smartphones and tablets also use other semiconductors to enable connectivity through means other
than the cellular network (for example, Bluetooth® devices, WiFi networks, GPS location services, or Near Field Communication (NFC)).
Our connectivity products and OMAP applications processors enable us to take advantage of the increasing demand for more powerful
and more functional mobile devices. We design, make and sell products to satisfy each of these requirements. Wireless products are
typically sold in high volumes, and our Wireless portfolio includes both standard products and custom products.
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We also have Other, which includes other operating segments that neither meet the quantitative thresholds for individually
reportable segments nor are they aggregated with other operating segments. These operating segments primarily include our
smaller semiconductor product lines such as DLP products (primarily used in projectors to create high-definition images) and custom
semiconductors known as ASICs, and our handheld graphing and scientific calculators. Other aiso includes royalties received for our
patented technology that we license to other electronics companies and revenue from transitional supply agreements entered into in
connection with acquisitions and divestitures.

Other may also include certain unallocated income and expenses such as gains and losses on sales of assets; sales tax refunds;
and certain litigation costs, settlements or reserves. Except for these few unallocated items, we allocate all of our expenses associated
with corporate activities to our operating segments based on specific methodologies, such as percentage of operating expenses or
headcount.

With the exception of goodwill, we do not identify or allocate assets by operating segment, nor does the chief operating decision
maker evaluate operating segments using discrete asset information. There was no significant intersegment revenue. The accounting
policies of the segments are the same as those described in the summary of significant accounting policies.

Segment information
In the first quarter of 2010, we transferred a low-power wireless product line previously in the Analog segment to the Wireless segment.

For 2009, revenue from this product line was $68 million, and it operated at a loss of $17 million. For 2008, revenue from this product
line was $68 million, and it operated at a loss of $24 million. All segment results for prior periods have been restated to conform to this
new classification.

Embedded
R — Wireless Other
Revenue .
2010 . .. . . $5,979 $2,073 $2,978 $2,936 $13,966
2009. ... 4,202 1,471 2,626 2,128 10,427
2008. . . . 4,789 1,631 3,451 2,630 12,501
Operating profit
C2000. . L e .$1,876 $ 491 $ 683 $1,464(a) $ 4514
2009. . . .. 770 194 315 712 1,991

2008. . . .. 1,074 268 323 772 2437

@ In‘cludes;$1 44 miliion gain on the sale of a product line.
See Note 2 for restructuring expenses impacting segment resulits.

Geographic area information
The following geographic area data includes revenue, based on product shipment destination and royaity payor location, and property,

plant and equipment, based on physical location:

Rest of
Revenue _ : _
2010. . . ... $1,539 $8,903 $1,760 $1,366  $398 $13,966
2009. . ... 1,140 6,575 1,408 976 328 10,427
2008. . . ... 1,551 7,387 1,875 1,268 420 12,501
Property, plant and equipment, net '
2010, . ... . e $1,694 $1,575 $ 139 $ 249 $ 23 $ 3,680
2009 .. . e 1,727 1,013 161 244 13 3,158
2008. . . . 1,785 988 200 314 17 3,304
Major customer

Sales to the Nokia group of companies, including sales to indirect contract manufacturers, accounted for 19 percent, 24 percent and
22 percent of our 2010, 2009 and 2008 revenue. Revenue from sales to Nokia is reflected primarily in our Wireless segment.
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Report of independent registered public accounting firm.

The Board of Directors . .-
Texas-Instruments Incorporated -

We have audited the accompanying consolidated balance sheets of Texas Instruments Incorporated and subsidiaries (the Company) as
of December 31, 2010 and 2009, and the related consolidated statements of income, comprehensive income, stockholders’ equity, and
cash flows for eachof the three.years in the period ended December 31, 2010. These financial statements are the responsibility of the
Company’s management. Qur responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of -
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant-estimates made by management, as well as
evaluating the overall flnanmal statement presentation. We believe that our audits provide a reasonable basis for our opinion.

in our opmlon the flnanmal statements referred to above present fairly, in all material respects, the consolidated fmancnal posmon of
Texas Instruments Incorporated and subsidiaries at December 31, 2010 and 2009, and the consolidated results of their operations
and their cash flows for each of the three years in the period ended December 31, 2010, in conformity with U.S. generally accepted
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
Company’s internal control over financial reporting as of December 31, 2010, based on criteria established in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 25, 2011

expressed an unqualified opinion thereon.
M ¥ MLLP

Dallas, Texas
February 25, 2011
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Report by management on internal control over financial reporting

The management of Tl is responsible for establishing and maintaining effective internal control over financial reporting. TI’s internal
control system was designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation and fair
presentation of financial statements issued for external purposes in accordance with generally accepted accounting principles.

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

Tl management assessed the effectiveness of internal control over financial reporting as of December 31, 2010. in making this
assessment, we used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO
criteria) in Internal Control — Integrated Framework. Based on our assessment we believe that, as of December 31, 2010, our mternal
control over financial reporting is effective based on the COSO criteria.

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

The Board of Directors
Texas Instruments Incorporated

We have audited Texas Instruments Incorporated’s internal control-over financial reporting as of December 31, 2010, based on criteria -
established in Internat Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(the COSO criteria). Texas Instruments Incorporated’s management is responsible for maintaining effective internal control over financial
reporting, and for its assessment of the effectiveness of internal control over financial reporting included in the accompanying Report By
Management On Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the company’s internal control
over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal controf over
financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability

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

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

In our opinion, Texas Instruments incorporated maintained, in all material respects, effective internal control over financial reporting as
of December 31, 2010, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of Texas Instruments Incorporated and subsidiaries as of December 31, 2010 and 2009, and the related
consolidated statements of income, comprehensive income, stockholders’ equity, and cash flows for each of the three years in the
period ended December 31, 2010 and our report dated February 25, 2011 expressed an unqualified opinion thereon.

évwwt MLLP

Dailas, Texas
February 25, 2011
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) o L Years Ended December 31, .
Summary of selected fmanclal data . 2010 2009 2008 2007 2006

[Millions f dollars,excet share ad per—share amounts]

Revenue . . . .. .... ... ... ... .. .... $ 13966 $ 10427 $ 12501 § 13835 §$ 1 4,255
Operating costs and expenses (@) (b) . . . . . . ... .. 9,452 8,436 10,064 10,338 10,888
Operating profit. ... . ... ... A 4514 - 1,991 2,437 .. 3,497 3,367
Other income (expense) net . . . . . . e L .3 26 4 195. 258
Income from continuing operations ‘ z RS
before incometaxes-. . . ... ..... .. USRS 4,551 2,017 2,481 3,692 3,625
Provision forincometaxes . . . ... ... ...« .. .. : 1,323 547 561 __ 1,051 987
Income from continuing operations. . . . ... ... .. 3,228 1,470 1,920 2,641 2,638
Income from discontinued operations, net L . _ . , .
ofincometaxes . . ............ Ceee — - — 16 . 1,703
Netincome. . . .. ... ... e e e $ 3228 $ 1470 $ . 1,920 $ 2657 $ 4341
Basic income from contmumg k » » : : : _
operations per commonshare . . . ... . ... .. $ 266 % 116 - § 146 $ 1.86 - $ 1.72
Diluted income from continuing ‘ , : ‘ : ' .
operations per common share . . . . . B $ 262 $ 115 § 144 $ 182 § 1.69
Dividends declared per common share. . . . . . . . . . $ 049 $ 045 § 041 $§ 030 $ 013
Average dilutive potential common shares o I o Lo
outstanding during year‘ inthousands . . ... ... 1,212,940 1,268,533 1,321,250 1,444,163 - 1,558,208

(@) Includes restructurmg expense of $33 mxlhon $212 mllhon $254 million and $52 million i in 2010 2009 2008 and-2007.
(b) Includes gains from sales of product lines of $144 million in 2010 and $39 mlllxon in 2007.

December 31,

e ———————————— IO TN
Worklng cap|tal ...... PR e e e .. ..oe. - $5079 $4527 $ 4258 $ 4,893 $ 5776
Property, plant and equipment,net. . . . . . ... ... ... ... .. . 3,680 3,158 3,304 3_609 3,950
Totalassets . . .. .. .. ... ... .. .. .. .. 13,401 12,119 11,923 12,667 13,930
Stockholders’equity . . . . . .. .. ..o e . 10,437 - - 9,722 9,326 9,975 - 11,360
EMDIOYEES .« « « o o e et 28412 26584 29537 30175 30,986
Stockholders of record . . . . . PR . Ch e - 20,525 ) ‘2;4,1'90 25,107 26,037 27,976

"Years Ended December 31, -

2009 2007

by eratmg actlvmes. . , v ' ” " . , ” .. " $3,820 ‘

$2,643  $3,330 $4,407 $2,456
Capitalexpenditures . . . . . .. ... ... . ... .. ... 1,199 753 763 686 1,272
Dividends paid . . . ... .. e e e e 592 567 537 425 199
Stockrepurchases . .. . . . . . . .. ... .. ... 2,454 954 2,122 4,886 5,302

See Notes to Financial Statements and Management’s Discussion and Analysis of Financial Condition and Results of Operations.
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Management’s discussion and analysns of financial condltlon and results of operatlons

The following should be read in conjunctlon WIth the Financial Statements and the reiated Notes that appear elsewhere in this
document. Al dollar amounts in the tables in this discussion are stated in millions of U.S. dollars, except per-share amounts. All amounts
in this discussion reference continuing operations unless otherwise noted.

Overview

We design and make semiconductors that we sell o electronics designers and manufacturers all over the world. We began operations
in 1930. We are incorporated in Delaware, headquartered in Dallas, Texas, and have design, manufacturing or sales operations in
more than 30 countries. We have four segments: Analog, Embedded Processing, Wireless and Other. We expect Analog and Embedded
Processing to be our primary growth engines in the years ahead, and we therefore focus-our resources on these segments.

We were the world’s fourth largest semiconductor company in 2010 as measured by revenue, according to prehmlnary estimates
from an external source. Additionally, we sell calculators and related products.

Product information : :

Semiconductors are electronic components that serve as the building blocks inside modern electronic systems and equipment.
Semiconductors come in two basic forms: individual transistors and integrated circuits (generally known as “chips”) that combine
multiple transistors on a single piece of material to form a complete electronic circuit. Our semiconductors are used to accomplish
many different things, such as converting and amplifying signals, interfacing with other devices, managing and distributing power;
processing data, canceling noise and improving signal resolution. Our portfolio includes products that are integral to almost all electronic
equipment.

We sell custom and standard semiconductor products. Custom products are designed for a specific customer for a specific
application, are sold only to that customer and are typically sold directly to the customer. The life cycles of custom products are
generally determined by end-equipment upgrade cycles and can be as short as 12 to 24 months. Standard products are designed for
use by many customers and/or many applications and are generally sold through both distribution and direct channeis. They include
both proprietary and commodity products. The life cycles of standard products are generally Ionger than for custom products.

Additional information regarding each segment’s products follows. -

Analog :
Analog semiconductors change real-world signals — such as sound, temperature, pressure or images — by conditioning them, amplifying
them and often converting them to a stream of digital data that can be processed by other semiconductors, such as digital signal
processors (DSPs). Analog semiconductors are also used to manage power distribution and consumption. Sales 1o our Analog segment’s
more than 80,000 customers generated 43 percent of our revenue in 2010.According to external sources, the worldwide market for-
analog semiconductors was about $42 billion in 2010. Our Analog segment’s revenue in 2010 was about $6 billion, or about 14 percent
of this market, the leading position. We believe that we are well positioned to increase our market share over time.

Our Analog product lines are: high-volume analog & logic, high-performance analog and power management. -

High-volume analog & logic products: High-volume analog includes products for specific applications, including:custom products.
The life cycles of our high-volume analog products are generally shorter than those of our high-performance analog products. End
markets for high-volume analog products include communications, automotive, computing and many consumer electronics products.
Logic and standard linear includes commodity products marketed to many different customers for many different applications. -

High-=performance analog products: These include standard analog semiconductors, such as amplifiers, data converters and
interface semiconductors (our portfolio includes nearly 16,000 products), that we market to many different customers who use them in
manufacturing a wide range of products sold in many end markets, including the industrial, communications, computing and consumer
electronics markets. High-performance analog products generally have long life cycles, often more than 10 years.

Power management products: These include both standard and custom semiconductors that help customers manage power in any
type of electronic system. We design and manufacture power management semiconductors for both portable devices (battery-powered
devices, such as handheld consumer electronics, laptop computers and cordless power tools) and line-powered systems (products that
require an external electrical source, such as computers, digital TVs, wireless base stations and high-voltage industrial equipment).

Embedded Processing ‘

Our Embedded Processing products include our DSPs and microcontrollers. DSPs perform mathematical computations almost
instantaneously to process or improve digital data. Microcontrollers are designed to control a set of specific tasks for electronic equipment.
Sales of Embedded Processing products generated 15 percent of our revenue in 2010. According to external sources, the worldwide market
for embedded processors was about $18 billion in-2010. Our Embedded Processing segment’s revenue in 2010 was about $2 billion, or
about 11 percent of this fragmented market. We believe we are well positioned to increase our market share over time.
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An important characteristic of our Embedded Processing products is that our customers often invest their own research and
development (R&D) to write software that operates on our products. This investment tends to increase the length of our customer
relationships because customers prefer to re-use software from one product generation to the next. We make and sell standard, or

catalog, Embedded Processing products used in many different applications and custom Embedded Processmg products used in
specific applications, such as communications infrastructure equipment and automotive.

Wireless

Growth in the wireless handset market is being driven by the demand for smartphones, tablet computers and other emerging portable
devices. Many of today’s smartphones - and tablets use an applications processor to run the device’s software operating system and to
enable the expanding functionality that has made smartphones the fastest growing wireless segment. Smartphones and tablets also use
other semiconductors to enable connectivity through means other than the cellular network (such as Bluetooth® devices, WiFi networks,
GPS location services, and Near Field Communication (NFC)).

We design, make and sell products to satisfy each of these requirements. ereless products are typically sold in high.volumes, and.
our Wireless portfolio includes both standard products and custom products. Sales of Wireless products generated about $3 billion, or
21 percent of our revenue, in 2010, with a significant portion of those sales to a single customer.

Our Wireless investments are concentrated on our connectivity products and OMAP applications. processors, areas we believe offer
significant growth opportunities and which will enable us to take advantage of the increasing demand for more powerful and more -
functional mobile devices. We no longer invest in development of baseband products (products that allow a celt phone to connect to the
cellular network), an area we believe offers far less promising growth prospects. Aimost all of our baseband products-are sold to a single
customer. We expect substantially all of our baseband revenue, which was $1.7 billion in 2010, to cease by the end of 2012.

Other :

Our Other segment includes revenue from our smaller semlconductor product Ilnes and fromsales of our handheld graphing and screntrflc
calculators. It also includes royalties received for our patented technology that we license to other electronics companies and revenue
from transitional supply agreements entered into in connection with acquisitions and divestitures. The semiconductor products in our Other
segment include DLP® products (primarily used in projectors to create high-definition images) and custom semiconductors known as
application-specific integrated circuits (ASICs). This segment generated about $3 billion, or 21 ‘percent of our revenue, in 2010.

Inventory

Our inventory practices differ by product, but we generally maintain inventory levels that are consistent with our expectations of customer :
demand. Because of the longer product life cycles of standard products and their inherently lower risk of obsolescence, we generally carry
more of those products than custom products. Additionally, we sometimes maintain standard-product inventory in unfinished wafer form,

as well as higher finished goods inventory of low-volume products, allowing greater flexibility in periods of high demand. We also have
consignment inventory programs in place for our largest customers and some distributors. - ; , - ¢

Manufacturing
Semiconductor manufacturing begins with a sequence of photo hthographlc and chemical processmg steps that fabncate a number

of semiconductor devices on a thin silicon wafer. Each device on the wafer is tested and the wafer is cut into. pieces called chips. Each
chip is.assembled into a package that then is usually retested. The entire process typlcally requrres between 12 and 18 weeks and
takes place in highly specialized facilities.

We own and operate semiconductor manufactunng facmtles in North Amenca Asia and Europe. These mclude both hrgh-volume wafer
fabrication and assembly/test facilities. Our facilities require substantial investment to construct and are largely fixed-cost assets once in
operation, Because we own much of our manufacturing capacity, a significant portion of our operating cost is fixed. In general, these fixed
costs do not decline with reductions in customer demand or utilization of capacity, potentially hurting our profit margins. Conversely, as product
demand rises and factory utilization increases, the fixed costs are spread over increased output, potentially benefiting our profit margins..

- The cost and lifespan of the equipment and processes we use to manufacture semiconductors vary by product. Our Analog products
and most of our Embedded Processing products can be manufactured using older, less expensive equipment than is needed for
manufacturing advanced logic products, such as our Wireless products. Advanced logic wafer manufacturing continually requires new-
and expensive processes and equipment. In contrast, the processes and equipment required for manufacturing our Analog products and
most of our Embedded Processing products do not have this requirement.

To supplement our internal wafer fabrication capacity and maximize our responsiveness to customer demand and return on caprtal
our wafer manufacturing strategy utilizes the capacity of outside suppliers, commonly known as foundries. We source about 25 percent
of our wafers from external foundries, with the vast majority of this outsourcing being for advanced logic wafers. In 2010, external
foundries provided 60 percent of the fabricated wafers for our advanced logic manufacturing needs. We expect the proportion of our
advanced logic wafers provided by foundries will increase over time. We expect to maintain sufficient internal wafer fabrication capacity
to meet the vast majority of our analog production needs.
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In addition to using foundries to supplement our wafer fabrication capacity, we selectively use subcontractors to supplement our -
assembly/test capacity. We generally use subcontractors for assembly/test of products that would be less cost-efficient to complete
in-house (e.g., relatively low-volume products that are unlikely to keep internal equipment fully utilized), or when demand temporarily
exceeds our internal capacity. We believe we often have a cost advantage from maintaining internal assembly/test capacity.

Our internal/external manufacturing strategy reduces the level of our required capital expenditures, and thereby reduces our
subsequent levels of depreciation below what it would be if we sourced all manufacturing internally. Consequently, we experience
less fluctuation in our profit margins due to changing product demand and lower cash requirements for expanding and updating our
manufacturing capabilities.

Product cycle

The global semiconductor market is characterrzed by constant, though generally incremental, advances in product designs and
manufacturing processes. Semiconductor prices and manufacturing costs tend to decline over time as manufacturing processes and
product life cycles mature. Typically, new chips are produced in limited quantities at first and then ramp to high-volume production over
time. Consequently, new products tend not to have a significant revenue impact for one or more quarters after their introduction. In the
results discussions below, changes in our shipments are caused by changing demand for our products unless otherwise noted.

Market cycle ,

The “semiconductor cycle” is an important concept that refers to the ebb and flow of supply. The semiconductor market historically has
been characterrzed by periods of tight supply caused by strengthening demand and/or insufficient manufacturing capacity, followed
by periods of surplus inventory caused by weakening demand and/or excess manufacturing capacity. This cycle i is affected by the
significant time and money required to build and maintain semiconductor manufacturing facilities.

Seasonality

Our revenue and operating results are subject to some seasonal variation. Our semiconductor sales generally are seasonally weaker
in the first quarter than in other quarters, particularly for products sold into cell phones and other consumer electronics devices, which
have stronger sales later in the year as manufacturers prepare for the major holiday selling seasons. Calculator revenue is tied to the
U.S. back-to-school season and is therefore at its highest in the second and third quarters. Royalty revenue is not always uniform or
predictable, in part due to the performance of our licensees and in part due to the timing of new license agreements or the expiration
and renewal of existing agreements.

Tax considerations

We operate in‘a number of tax jurrsdrctrons and are subject to several types of taxes-including those that are based on income, capital,
property and payroll, as well as sales and other transactional taxes. The timing of the final determination of our tax liabilities varies by
jurisdiction and taxing authority. As a result, during any particular reporting period we might reflect in our financial statements one or
more tax refunds or assessments, or changes to tax liabilities, involving one or more taxing authorities.

Results of operations

2010 compared with 2009 .

Our 2010 revenue was $13.97 billion, net income was $3.23 billion and earnings per share (EPS) were $2.62.

2010 was an important year in the transformation of Tl to a company focused on Analog and Embedded Processrng We saw strong
revenue growth of 34 percent led by those businesses as well as the part of our Wireless segment that is focused on smartphones
and tablet computers. Each of these core businesses grew more than 40 percent and gained significant market share, Success in
these businesses let us again return cash to shareholders by repurchasing $2.45 billion of our stock and paying dividends of nearly
$600 million. In 2010, we continued to expand our analog manufacturing capacity through the acquisitions of wafer fabrication facilities
in Japan and China, and the purchase and installation of analog wafer manufacturing equipment. These manufacturing assets were
purchased at very cost- effective pricing such that the impact to depreciation will be minimal. In total, the equipment and factories
purchased at discounted prices since late 2009 will support more than $5 billion of total additional revenue once fully operatronal
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Statement of operations — selected items
Segment information for 2009 and 2008 has been restated 1o reflect the transfer of a Iow -power wireless product line from our Analog

segment to our Wireless segment in the first quarter of 2010. For 2009, revenue from this product line-was $68 million, and it operated
at aloss of $17 mdllon For 2008, revenue from- thls product line was $68 mlllron and it operated at a loss of $24: million..

For the Years Ended
., . December 31,
2010 2009 2008

Revenue by segment:

Analog . . . .. $ 5,979 $ 4,202 $ 4789
Embedded Processing . . . ... ..., . ... . ... ... e e e e e 2,073 1,471 1,631
Wireless . . . . ............... e , 2,978 2,626 3,451
Other. . . . ... e e P et e e M et e 2,936 2,128 2,630
Revenue . . . .. ... e e e e e s e e 13,966 10,427 12,501
Costofrevenue . .. ... ........... (o r e e s e e e e e e 6,474 5,428 6,256
Grossprofit. . . . . . .. ' 7,492 4,999 6,245
Grossprofit% of revenue . . . .. ... ... ... ... 53.6% 47.9% 50.0%
Research and development (R&D) expense. . . . . . . T 1,570 1,476 1,940
R&D % ofrevenue . . . ... ...... e e e e 11.2% 14.2% 15.5%
Selling, general and administrative (SG&A)expense . . . . .. ... o 1,519 1,320 1,614
SG&A % of revenue . . . . . e e e e e . -10.9% 12.6% 12.9%
Restructuring expense . . . . . ... ... JE 33 212 254
Gainondivestiture . . . . . .. .. ... (144) — —
Operating profit. . . . .. ....... e, ... .. 4514 1,991 2,437
Operating profit % of revenue . . . . ... .......... P 32.3% 19.1% 19.5%
Other income (expense)net . . .. .. .. .. e e e e e e e e, e 37 26 44
Income before income taxes . . . . . . ... .. e e e 4,551 2,017 2,481
Provision for incometaxes . . . . .. ... ... e e e e e e e e P 1,323 547 .~ 561.
Netincome. . . . .. ... ... .. $ 3,228 $ 1470 $ 1,920
Diluted income per commonshare . . ... ... ... ... ... . ... ... . ... $ 262 $ 1.5 $ 144

As required by accounting rules, net income allocated fo unvested restricted stock units (RSUs) on which we pay dividend equwalents k
is excluded from the calculation of EPS. The amount excluded from eamings per common share was $44 miliion, $14 million and
$12 million for the years ended December 31, 2010, December 31,2009, and December 31, 2008. ,

Details of 2010 financial results
Revenue in 2010 was $13.97 billion, up $3.54 billion, or 34 percent, from 2009. Revenue in all segments increased over the year-ago
period, with particular strength in our core businesses, due to increased shipments across a broad range of products.

Gross profit was $7.49 billion, an increase of $2.49 billion, or 50 percent, from 2009. This increase was primarily due to hlgher
revenue, and to a lesser extent, the impact of improved factory utilization. Improved factory utilization increased our gross profit by
$291 million from the year-ago period. Gross profit margin was 53.6 percent of revenue compared with 47.9 percent in 2009.

Operating expenses were $1.57 billion for R&D and $1.52 billion for SG&A. R&D expense increased $94 million, or 6 percent, from
2009 due to higher compensatlon related costs. R&D expense as a percent of revenue was 11.2 percent compared with 14.2 percent in
the year-ago period. R&D expense mcreased in the core businesses.

'SG&A expense increased $199 million, or 15 percent from 2009 prlmanly due to hrgher compensation-related costs, and to a lesser
extent, hlgher sales and marketing costs SG&A expense as a percent of revenue was 10 9 percent compared with 12.6 percent inthe
year-ago period.

Restructuring charges were $33 million compared with $212 million in 2009. See Note 2 to the Financial Statements for additional
information.

In 2010 we recognized a gain of $144 million from the sale of a product line previously included in our Other segment.

Operating profit was $4.51 billion, or 32.3 percent of revenue, compared with $1.99 biilion, or 19.1 percent of revenue, in 2009. This
increase was due to the increase in revenue and the associated gross profit. Operating profit increased from 2009 in all segments.

The tax provision for 2010 was $1.32 billion compared with $547 million for the prior year. The increase was due to higher income before
income taxes. In December 2010, the President signed into law the Tax Relief, Unemployment Insurance Reauthorization, and Job Creation Act
of 2010, which reinstated the federal research tax credit with effect retroactively to January 1, 2010. The effect of the reinstatement of this tax
credit was recorded in the fourth quarter. See Note 5 to the Financial Statements for a reconciliation of tax rates to the statutory federal tax rate.
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Net income was $3.23 billion, an increase of $1.76 billion from 2009. EPS for 2010 was $2.62 compared with $1.15 for 2009. EPS
benefited $0.12 from a lower number of average shares outstanding as a result of our stock repurchase program.
Orders were $13.93 billion, an increase of 23 percent compared with 2009. The increase reflected higher demand across a broad
range of products. . ‘

Segment results
A detailed discussion of our segment results appears below.

Analog

2010
2010 2009 V8. 2009

$5079  $4202  42%

Revenue . .-

Operating profit. . . . ... . R e e e e e e e e 1,876 770 144%
Operating profit% of revenue . . . . . . . . . ... e 31.4% -18.3%
Restructuring BXpense* ..« v v vt v v o h e e $ 13 $ 84

* |ncluded in operating profit

Analog revenue increased $1.78 billion, or 42 percent, from 2009 due to increased shipments of, in decreasing order, high-volume -
analog & logic, power management and high-performance analog products.

Operating profit was $1.88 billion, or 31.4 percent of revenue. This was an increase of $1.11 billion, or 144 percent compared with-
2009 due to hrgher revenue and assomated gross proﬂt '

Embedded Processing

2010
] 2009 vs.2000

Revenue . . . .. .. .. U s2013 stam 4%

Operating profit. . . . . . . . . .. 491 194 153%
Operating profit % of revenue . . . . . . . . . .. 23.7% . 13.2%

Restructuring expense* . . ... . .. e e e e '$ 6 $ 43

* Included in operating profit -

Embedded Processing revenue increased $602 million, or 41 percent, compared with 2009 primarily due to increased shipments of
catalog products, and to a lesser extent, products sold into communications infrastructure and automotive appllcatlons

Operating profit was $491 million, or 23,7 percent of revenue. This was an increase of $297 million, or 153 percent compared with
2009 due to higher revenue and assocrated gross profit.

Wirelese
» 2010
L ———— e ———
Revenue ................... e e e $2,978 $2,626 13%
Operatlng 0] I 683 315 117%
Operating profit % of revenue . . .. ... ... .. .. i T - 22.9% 12.0%
ReStTUCIUNNG BXPBNSE® . . . o i ot v e e e e e e e $ 10 $ 62

* Included in operating profit

Wireless revenue increased $352 m|lI|0n ori3 percent from 2009 primarily due to mcreased shipments of connectivity products, and
to a lesser extent, OMAP applications processors. Baseband revenue for 2010 was $1.71 billion, about even compared with 2009.

Operating profit was $683 million, or 22.9 percent of revenue. This was an increase of $368 million, or 117 percent, compared with
2009 primarily due to higher revenue and associated gross profit.
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Other
2010
Revenue . . . . . . . $2,936 $2,128 38%
Operatingprofit. . . . . . . ... .. . .. 1,464 712 106%
Operating profit% of revenue . . . . . . .. . ... . ..., 49.9% 33.5%
Restructuring expense™ . . . . . . . . .. ... ... .. U % 4 $ 23
Gainondivestiture* . . . . .. .. 144 —

* Included in operating profit

Revenue from Other was $2.94 billion in 2010. This was an increase of $808 million, or 38 percent, from 2009 primarily. due to
increased shipments of DLP products and, to a lesser extent, custom ASIC products. Also contributing to the increase in revenue were -
higher royalties, and revenue from transitional supply agreements associated with recently acquired factories and from increased
shipments of calculators.

Operating profit for 2010 from Other was $1.46 billion, or 49.9 percent of revenue. This was an increase of $752 million, or 106 percent,
compared with 2009 due to higher revenue and associated gross profit and, to a lesser extent, the gain on the sale of a product line.

Prior results of operations

2009 compared with 2008
Our 2009 revenue was $10.43 billion, net income was $1 47 billion and EPS was $1.15.

During 2009, despite a severe global economic downturn, we increased our focus on Analog and Embedded Processing. In addition,
we completed actions that significantly reduced our costs. Our major actions during 2009 included implementing a voluntary retlrement
program and an involuntary reduction program, staffing Kilby Labs (a creative research facility in Dallas), acquiring two companies to
support our Analog and Embedded Processing objectives and opening an assembly/test site located in the Philippines and the world’s
first 300-millimeter analog wafer factory, located in Richardson; Texas, outflttlng both with manufacturing equipment purchased in a
weak market at extremely attractlve prices.

Details of 2009 financial results
Revenue in 2009 was $10.43 billion, down $2.07 billion, or 17 percent, from 2008. Revenue for all segments declined compared with the
year-ago period. Growth resumed on a sequential basis in the second quarter of 2009 and on a year-on-year basis in the fourth quarter.

Gross profit was $5.00 billion, a decrease of $1.25 billion, or 20 percent, from 2008. This decline was due to lower revenue. About
$160 million of the decline in gross profit resulted from lower factory utlllzatlon with the vast majority of the underutilization expense
incurred in the first half of 2009.

Operating expenses were $1.48 billion for R&D and $1.32 billion for SG&A. R&D expense decreased $464 million, or 24 pércent,
from 2008, with the largest impact in Wireless. SG&A expense decreased $294 million, or 18 percent, from 2008. The operating
expense decreases in both comparisons were primarily due to the combination of the effects of our previously-announced employment
reductions and, to a lesser extent, our other cost-control efforts throughout the year.

Charges for restructuring actions were $212 million compared with $254 million in 2008. The restructuring charges in 2009
consisted of $201 million for severance and benefit costs and $11 million related to impairments of long-lived assets. This compared
with restructuring charges in 2008 that consisted of $218 million for severance and benefit costs and $36 million related to lmpalrments
of long-lived assets. These actions eliminated about 3,900 jobs and were completed in 2009.

Operating profit was $1.99 billion, or 19.1 percent of revenue, compared with $2.44 billion, or 19.5 percent of revenue, in 2008. This
was an 18 percent decrease due to the decline in revenue and the associated gross profit. This decrease more than offset a reduction in
operating expenses and lower restructuring charges. Operating profit decreased from 2008 in all segments.

Other income (expense) net (OI&E) was $26 million, a decrease of $18 million from 2008 due to lower interest income. The decrease
in interest income from a year ago was due to lower interest rates, which more than offset higher average balances of interest-bearing
investments. Additionally, we had expenses associated with former businesses in 2008 that did not recur in 2009.

The tax provision was $547 million compared with $561 million for 2008. The decrease was prlmanly due to lower income before
income taxes, partially offset by lower discrete tax benefits, and to a lesser extent, a lower federal R&D tax credit. The tax provision for
2009 contained net discrete tax benefits of $7 million. The tax provision for 2008 contained net discrete tax benefits of $122 million,
primarily resulting from our decision to indefinitely reinvest the accumulated earnings of a non-U.S. subsidiary.

Income from continuing operations was $1.47 billion, a decrease of $450 million from 2008. EPS for 2009 was $1.15 compared
with $1.44 for 2008. EPS in 2009 benefited $0.05 from a lower number of average shares outstanding as a result of our stock
repurchase program.

Orders were $11.36 billion, which was 4 percent lower than 2008. The decline reflected lower demand for baseband wireless products.
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Segment results
Results for the Analog and Wireless segments for 2009 and 2008 have been restated due to the transfer of a low-power wireless

product line from the Analog segment to the Wireless segment in the first quarter of 2010. For 2009, revenue from this product line was
$68 million, and it operated at a loss of $17 million. For 2008, revenue from this product line was $68 million, and it operated at a loss
of $24 million.

Analog

2008

Reu v . . . .. - . . ' ._ ' - , ,_ . ,_ . .. Yy yEm -120

Operatingprofit. . . . . .. .. ... . e e e 770 1,074 -28%
Operating profit % of revenue . . . . ... .. ... 18.3% 22.4%
Restructuring expense* . . . . ... ... ... e e e e e e e $ 84 $ 58

* Included in operating profit

Analog revenue declined $587 million, or 12 percent, from 2008 primarily due to lower shipments of high-volume analog & logic
products. Also contributing to the decline, but to a lesser extent, was high-performance analog, where although shipments were
about flat compared with 2008, revenue fell due to a higher proportion of shipments of lower-priced products. Revenue from power
management products was about flat.

Operating profit was $770 million, or 18.3 percent of revenue. ThIS was a decrease of $304 million from 2008 due to lower revenue
and associated gross profit, partially offset by lower operating expenses.

Embedded Processing

2009
2009 200 S, 2008

ue - - .. - , = . . ,, .......... . - S $1 $,1 o _0%

Operating profit. . . . ... .......... e e T 194 268 - -28%
Operating profit % of revenue . . . . ... .. .. .. [ P 13.2% 16.5%

Restructuring eXpense™ . . . . . . . o ot .. $ 43 $ 24

* Included in operating profit

Embedded Processing revenue declined $160 million, or 10 percent, compared with 2008 primarily due to lower revenue from catalog
products. The decline in catalog revenue was primarily due to a higher proportion of shipments of lower-priced products. Lower
shipments of products for automotive applications contributed to a lesser extent to the segment’s revenue decline.

Operating profit was $194 million, or 13.2 percent of revenue. This was a decrease of $74 million, or 28 percent, compared with
2008 due to lower revenue and associated gross profit, partially offset by lower operating expenses.

Wireless

2009
2009 2008 vs. 2008
REVENUE . . . v ot e e e e e e e e e e e e $2,626 $3451 -24% -
Operating profit. . . . . . . . . . . e 315 323 2%
Operating profit % of revenue . . . . . ... ... .. e 12.0% 9.3%
Restructuring eXpense® . . . . . . . . . e e $ 62 $ 132

* Included in operating' profit

Wireless revenue declined $825 million, or 24 percent, from 2008 primarily due to lower shipments of baseband products, and to a
lesser extent, lower shipments of OMAP applications processors. These decreases more than offset higher shipments of connectivity
products. Baseband revenue for 2009 was $1.73 billion, a decrease of $813 million, or 32 percent, from 2008.

Operating profit was $315 million, or 12.0 percent of revenue. This was a decrease of $8 million, or 2 percent, from 2008 due to
lower revenue and associated gross profit, partially offset by lower operating and restructuring expenses. As noted above, most of our
reductions in R&D were in Wireless.
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Other .
: ! ’ o 2009
L2009 - 2008 vs.2008

Revee _’ : _, - ., . ,. ' . - ; . o _19%

Operating profit. . . . . . . . . . . 712 772 -8%
Operating profit% of revenue . . . . . .. .. ... .. . . ... .. 33.5% 29.3%
Restructuring eXpense™ . . . . . . . . .. . $ 23 $ 40

* Included in operating profit

Revenue from Other was $2.13 billion in 2009. This was a decline of $502 million, or 19 percent, from 2008 due to a decrease in: .
shipments across a broad range of products, especially RISC microprocessors.

Operating profit for 2009 from Other was $712 million, or 33.5 percent of revenue. This was a decrease of $60 million, or 8 percent
compared with 2008 due to lower revenue and associated gross profit, partially offset by lower operating expenses.

Financial condition

At the end of 2010, total cash (cash and cash equwalents plus short term investments) was $3 07 blthon an mcrease of $1 47 m|II|0n
from the end of 2009.

Accounts receivable were $1.52 billion at the end of 2010. Thi§ was an increase of $241 million compared with the end of 2009.
Days sales outstanding were 39 at the end of 2010 compared with 38 at the end of 2009. The increase in accounts receivable was the
result of higher revenue.

Inventory was $1.52 billion at the end of 2010. This was an increase of $31 8 million from the end of 2009. Days of inventory at the
end of 2010 were 83 compared with 76 at the end of 2009. Eighty-three days approximates a more normal carrying leve! of inventory.
for-our current business model.

Liquidity and capital resources

Our sources of liquidity are.cash flow from operations, cash and cash equivalents, short-term investments, and a revolving credit facility.

Our primary source of liquidity is cash flow from operations. Cash flow from operations for 2010 was $3.82 bllhon an increase of
$1.18 hillion from the prior year due to higher net income.

We had $1.32 billion of cash and cash equivalents and $1.75 billion of short-term investments as of December 31, 2010 We have
a variable-rate revolving credit facility that allows us to borrow up to $1 billion until August 2011 and up to $920 mitlion from August
2011 until August 2012. As of December 31 -2010, this credit facility was not bemg utlhzed See Note 11 to the Financial Statements for
additional information.

In 2010, investing activities used $1.06 billion in cash, primarily for capital expendltures andto a Iesser extent, ach|S|t|ons
For 2010, capital expenditures were $1.20 billion compared with $753 million used in 2009. Capital expenditures in 2010 were. -
for assembly/test equipment and analog wafer manufacturing equipment. Additionally, in 2010 we used $199 million for-business
acquisitions that included wafer fabrication facilities and related equipment. See Note 8 to the Financial Statements for details regardlng
acqwsmons In comparison, we used $155 million for acquisitions in 2009.

- For 2010, net cash used in financing activities was $2.63 billion compared with $1.41 billion in 2009. We used $2.45 billion to
repurchase 94 million shares of our common stock in 2010, compared with $954 million used to repurchase 45 million shares of our
common stock in 2009. Dividends paid in 2010 of $592 million, compared with $567 million in 2009, reflect the effect of increases.in
the quarterly dividend rate, partially offset by the lower number of shares outstanding. Employee exercises of Tl stock options are also
reflected in eash from financing activities. In 2010, these exercises provided cash proceeds of $407 million compared with $1 09 million
in 2009.

Cumulatively, our board of directors has authorized $27.50 billion in stock repurchases since the beginning of September 2004. At
year-end 2010, $7.64 billion of these authorizations remained. From September 2004 through December 2010, we reduced our shares
outstanding by 32.4 percent.

We believe we have the necessary financial resources and: operatmg pians to fund our workrng capital needs capltal expendltures
dividend payments and other business requrrements forat least the next 12 months ' o



TEXAS INSTRUMENTS |43] 2010 ANNUAL REPORT

Long-term contractual obligations

Payments Due by Period
2011 2012/2013 2014/2015 hereafler

peratlng lease obligations (&) . . . . . . . ... $ 80 $115

Total

$ 84 $ 80 $ 359
Software license obligations (b) .. . .. . .. .o . 67 61 ' 6 — 134
Purchase obligations (€) . . . . . . . . ... 221 143 10 1 375
Deferred compensationplan(d) . ... ... ... ... 17 46 22 74 159
TOAI(B) « v o v e e e e $385  $365 $122 $155  $1,027

(a) Includes minimum payments for leased facilities and equipment, as well as purchases of industrial gases under contracts accounted
for as an operating lease. : : , =

(b) Includes payments under license agreements for electronic design automation software.

() Includes contractual arrangements with suppliers where there is a fixed non-cancellable payment schedule or minimum payments
due with a reduced delivery schedule. Excluded from the table are cancellable arrangements. However, depending on when certain,
purchase arrangements may be cancelled, an additional $7 million of cancellation penalties may be required to be paid, which are
not reflected in the table.

Includes ‘an estimate of payments under this plan for the liability that existed at December 31, 2010.

The table excludes $103 million of uncertain tax liabilities under ASC 740 because of the difficulty in making reasonably reliable
estimates of the timing of cash settiements with the respective taxing authorities. In addition, the table excludes planned funding
contributions to our retirement plans of $117 million in 2011; funding projections beyond 2011 are not practical to estimate due to
the rules affecting tax-deductible contributions and the impact of the plans’ asset performance, interest rates and potential U.S. and
international legislation. o

—_— =
o O

Critical accounting policies

In preparing our consolidated financial statements in conformity with accounting principles generally accepted in the United States, we
use statistical analyses, estimates and projections that affect the reported amounts and related disclosures and may vary from actual
results. We consider the following accounting policies to be both those that are most important to the portrayal of our financial condition
and that require the most subjective judgment. If actual results differ significantly from management’s estimates and projections, there
could be a significant effect on our financial statements. : : :

Revenue recognition

Revenue from sales of our products, including sales to our distributors, is recognized upon shipment or delivery, depending upon the
terms of the sales order, provided that persuasive evidence of a sales arrangement exists, title and risk of loss have transferred to the
customer, the sales amount is fixed or determinable and collection of the revenue is reasonably assured. Revenue from sales of our
products that are subject to inventory consignment agreements is recognized when the customer or distributor pulls product from
consignment inventory that we store at designated locations. In 2010, about 35 percent of our revenue was generated from sales of our
products subject to inventory consignment agreements. :

We reduce revenue based on estimates of future credits to be granted to customers. Credits include volume-based incentives,
other special pricing arrangements and product returns due to quality issues. We also grant discounts to some distributors for -
prompt payments. Our estimates of future credits are based on historical experience, analysis of product shipments and contractual
arrangements with customers and distributors. ' :

In 2010, about 37 percent of our revenue was generated fromsales of our products to distributors. We recognize distributor revenue
net of allowances, which are management’s estimates based on analysis of historical data, current economic conditions and contractual
terms. These allowances recognize the impact of credits granted to distributors under certain programs common in the semiconductor
industry whereby distributors receive certain price adjustments to meet individual competitive opportunities, or are allowed to return
or scrap a limited amount of product in accordance with contractual terms agreed upon with the distributor, or receive price protection
credits when our standard published prices are lowered from the price the distributor paid for product still in its inventory. Historical -
claims data are maintained for each of the programs, with differences among geographic regions taken into consideration. We
continually monitor the actual claimed allowances against our estimates, and we adjust our estimates as appropriate to reflect trends
in distributor revenue and inventory levels. Allowances are also adjusted when recent historical data do not represent anticipated future
activity. About 30 percent of our distributor revenue is generated from sales of consigned inventory, and we expect this proportion to .
grow over time. The allowances we record against this revenue are not material.
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In addition, we monitor coliectability of accounts receivable primarily through review of the accounts receivable aging. When
collection is at risk, we assess the impact on amounts recorded for bad debts and, if necessary, will record a charge in the period such
determination is made.

Income taxes

In determining net income for financial statement purposes, we must make certain estimates and judgments in the calculation of tax
provisions and the resultant tax liabilities, and in the recoverability of deferred tax assets that arise from temporary differences between
the tax and financial statement recognition of revenue and expense. ;

In the ordinary course of global business, there may be many transactions and calculations where the ultimate tax outcome is
uncertain. The calculation of tax liabilities involves dealing with uncertainties in the application of complex tax laws. We recognize potential
liabilities for anticipated tax audit issues in the U.S. and-other tax jurisdictions based on an estimate of the ultimate resolution of whether,
and the extent to which, additional taxes will be due. Aithough we believe the estimates are reasonable, no assurance can be given that the
final outcome of these matters will not be different than what is reflected in the historical income tax provisions and accruals.

As part of our financial process, we must assess the likelihood that our deferred tax assets can be recovered. If recovery is not
likely, the provision for taxes must be increased by recording a reserve in the form of a valuation allowance for the deferred tax assets
that are estimated not to be ultimately recoverable. In this process, certain relevant criteria are evaluated including the existence of
deferred tax liabilities that can be used to absorb deferred tax assets, the taxable income in prior years that can be used to absorb net
operating losses and credit carrybacks, and taxable income in future years. Our judgment regarding future recoverability of our deferred
tax assets based on these criteria may change due to various factors, including changes in U.S. or international tax laws and changes
in market conditions and their impact on our assessment of taxable income in future periods. These changes, if any, may require
material adjustments to the deferred tax assets and an accompanying reductlon or increase in net income in the period when such
determinations are made. * ,

In addition to the factors described above, the effective tax rate reflected in forward-looking statements is based on then-current tax
law. Significant changes during the year in enacted tax law could affect these estimates.

Inventory valuation allowances ,
Inventory is valued net of allowances for unsalable or obsolete raw materials, work-in-process and finished goods. Allowances are

determined quarterly by comparing inventory levels of individual materials and parts to historical usage rates, current backlog and
estimated future sales and by analyzing the age of inventory, in order to identify specific components of inventory that are judged
unlikely to be sold. Allowances are also calculated quarterly for instances where inventoried costs for individual products are in excess
of market prices for those products. In.addition to this specific identification process, statistical allowances are calculated for remaining
inventory based on historical write-offs of inventory for salability and obsolescence reasons. Actual future write-offs of inventory for -
salability and obsolescence reasons may differ from estimates and calculations used to determine valuation allowances due to changes
in customer demand, customer negotiations, technology shifts and other factors.

Impairment of long-lived assets, intangibles and goodwill

We review long-lived assets for impairment when certain indicators suggest the carrying amount may not be recoverable. This review
process primarily focuses on acquisition-related intangible assets; property, plant and equipment; and software for internal use or
embedded in products sold to customers. Factors considered include the under-performance of an asset compared with expectations
and shortened useful lives due to planned changes in the use of the assets. Recoverability is determined by comparing the carrying
amount of long-lived assets to estimated future undiscounted cash flows. If future undiscounted cash flows are less than the carrying
amount of the long-lived assets, an impairment charge would be recognized for the excess of the carrying amount over fair value
determined by either a quoted market price, if any, or a value determined by utilizing a discounted cash-flow technique. Additionally; in
the case of assets that will continue to be used in future periods, a shortened depreciable life may be utilized if appropriate, resulting in
accelerated amortization or depreciation based upon the expected net realizable value of the asset at the date the asset will no longer
be utilized. Actual results may vary from estimates due to, among other things, differences in operating results, shorter useful lives

of assets and lower market values for excess assets. Additionally, we review goodwill for impairment annually, or more frequently if
certain impairment indicators arise such as significant changes in business climate, operating performance or competition, or upon the
disposition of a significant portion of a reporting unit. This review compares the fair value for each reporting unit contalnlng goodwill to
its carrying value.

Changes in accounting standards

See Changes in Accounting Standards in Note 1 to the Financial Statements for a discussion of new accounting and reporting standards
that have not yet been adopted.
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Off-balance sheet arrangements

As of December 31, 2010, we had no significant off-balance sheet arrangements as defined in [tem 303(a)(4)(ii) of SEC Regulation S-K.
Commitments and contingen»cies

See Note 1é to the Financial Statemehts for a discussion of our commitments and contingencies.

Quantitative and qualitative disclosures about market risk

Foreign exchange risk

The U.S. dollar is the functional currency for financial reporting. We use forward currency exchange contracts to reduce the earnings
impact exchange rate fluctuations may have on our non-U.S. dollar net balance sheet exposures. For example, at year-end 2010, we
had forward currency exchange contracts outstanding with a notional value of $439 million to hedge net balance sheet exposures
(including $236 million to sell Japanese yen, $69 million to sell euros and $33 million to sell British pound sterling). Similar hedging
activities existed at year-end 2009.

" Because most of the aggregate non-U.S. dollar balance sheet exposure is hedged by these forward currency exchange contracts,
based on year-end 2010 balances and currency exchange rates, a hypothetical 10 percent plus or minus fluctuation in non-U.S.
currency exchange rates would result in a pre-tax currency exchange gain or loss of approximately $1 million.

Interest rate risk »

As of December 31, 2010 and 2009, we had no debt. Therefore, our primary exposure to changes in interest rates is limited to

the effect on the fair values of our investments in cash equivalents and short-term investments. The effect of changes in interest
rates on the.fair value of our cash equivalents and short-term investments has not been material during 2010 or 2009 due to the
primarily short-term duration of our investments. A hypothetical increase or decrease of 100 basis points in the applicable interest
rates associated with these investments as of year-end 2010 would have resulted in a decrease of approximately $16 million and an
increase of yapproximately $4 million in the fair value of these securities, respectively (in the instance of falling rates, the hypothetical
change in value assumes that no interest rate on any individual security could drop below zero). Because the coupon rates applicable
to our auction-rate securities reset every 7, 28 or 35 days to maximum rates indexed to short-term interest rate benchmarks defined
for each security, a change in the general level of interest rates is not expected to cause a significant change in the fair value of our
long-term investments in those securities. While an increase in interest rates reduces the fair value of the investment portfolio, we will
not recognize the losses in other income (expense) net unless the individua! securities are sold prior to recovery or the impairment is
determined to be other-than-temporary.

Equity risk
Long-term investments at year-end 2010 include the following:

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

e Investments in venture capital funds — includes investments in limited partnerships (accounted for under either the equity or cost
method). :

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

Investments in mutual funds are stated at fair value. Changes in prices of the mutual fund investments are expected to offset related
changes in deferred compensation liabilities such that a 10 percent increase or decrease in the investments’ fair values would not
materially affect operating results. Non-marketable equity securities and some venture capital funds are stated at cost. Impairments
deemed to be other-than-temporary are expensed in net income. Investments in the remaining venture capital funds are stated using
the equity method. See Note 7 to the Financial Statements for details of equity and other long-term investments.
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Quarterly financial data
[Millions of dollars, except per-share amounts]
: : " Quarter
2010 » ‘ ‘ 1st 2nd 3rd 4th

Revenue. ... ....... e e $3205 $3496 $3740 $3,525
Grossprofit . . . . . ... ... ... .. . ... ... DN 1,689 1,894 2,039 1,869
Operatingprofit. . . . . ... ... ... ... ... .. ... ... ’ 950 1,107 1,227 1,230
Netincome . .. ... ....... ... ... .. .. ... . ...... . $ 658 $ 769 $ 859 $ 942
Earnings per common share: :
Basic earnings per commonshare. . . . ... ... .. ... ... ........ "$053 $063 $071 $ 079
Diluted earnings per commonshare. . .. . ... ... P $052 $062 $071 $078
: Quarter : :

' ' - 806 1,124 1,481 1,589
10 343 763 875

NEtinCOME. . . . . o o et e $ 17 $ 260 $ 538 $ 655
Earnings per common share: : . N ,
Basic earnings per commonshare . . . . ... ... P e $001 $020 $042 § 052
Diluted earnings per common share . . . . . R A N . $001 $020 $042 § 052
Included in the results abové- were the following items: ' " 4
‘ ‘ Quarter ,
AL e —————— ——— 2,3 4th

structurmgexpense(a). . e e $ 10 $17  $ 4 $ 1

Gain on sale of productline(b). . . . .. ... .. ... .......... e $—- $— $— $144

Federal research tax credit benefit (c) .............................. $— $— $ 4 $50
Quarter

(a) See Note 2 to the Financial Statements for additional information.

(b) See Note 8 to the Financial Statementsfor additional information.

(c) The fourth quarter amount of $50 mitlion was related to the U.S. federal. research tax credit, which was relnstated in
December 2010 and was retroactive to the beginning of 2010.

Common stock prlces and dlwdends

Tl common stock is listed on the New York Stock Exchange and traded principally in that market. The table below shows the high and
low closing prices of Tl common stock as reported by Bloomberg L.P. and the dividends pald per common share for-each. quarter during
the past two years.

; Quarter
e st 2nd Id  ath
Stock prices:
2010 High . . . . .. ... . $26.34 $27.16 $27.14 $33.75
Low . . . 22.50 23.28 23.02 27.21
2009 High . . . ... . $17.63 $21.85 $2535 $27.00
oW . 13.70 16.00 20.1 22.26
Dividends paid
2010, . . $012 $012 $ 012 $ 0.13

2009 . . . $011 $011 $011 $ 012
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Comparison of total shareholder return

This graph compares TVs total shareholder return with the S&P 500 Index and the S&P Information Technology Index over a five-year
period, beginning December 31, 2005, and ending December 31, 2010. The total shareholder return assumes $100 invested at the
beginning of the period in TI common stock, the S&P 500 index'and the S&P Information Technology Index. It also assumes reinvestment

of all dividends. ,
COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
.-Among Texas Instruments Incorporated, the S&P 500 Index
and the S&P Information Technology index
$140 1
120 - e S e
$ 0 4 - - ". - . Ny O )
$100 e
$80 -
860 -
$40 -
$20 -
$0 : »4 . : | L 1 —
12/05 12/06 12/07 12/08 12/09 12110
—B&— Texas Instruments Incorporated ~ — A — S&.500  --O - - S&P Information Technology ]
*$100 invested on 12/31/05 in stock or index, inciuding reinvestment of dividends.

Texas Instruments Incorporated . . . . . ... ... e $100 $90 - $106
S&P500 . . . . . e e $100 $116 $122

S&P Information Technology . . . . . . . . . .« . ... ... $100 $108 $126

$50
$77
$72:

Dec-08

Dec-09

-$ 86
$97
$116

Dec-10

$109
$112
$128
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“Safe Harbor” Statement under the Private Securities Litigation Reform Act of 1995:

This report includes forward-looking statements intended to qualify for the safe harbor from liability established by the Private
Securities Litigation Reform Act of 1995. These forward-looking statements generally can be identified by phrases such as Tl or its
management “believes,” “expects,” “anticipates,” “foresees,” “forecasts,” “estimates” or other words or phrases of similar import.
Similarly, statements herein that describe TI's business strategy, outiook, objectives, plans, intentions or goals also are forward-looking
statements. All such forward-looking statements are subject to certain nsks and uncertamtles that could cause actual results to differ
materially from those in forward-looking statements. \

We urge you to carefully consider the following important factors that could cause actual results to differ materially from the
expectations of Tl or its management:

Market demand for semiconductors, particularly in key markets such as communications, computing, industrial and consumer
electronics;

TPs ability to maintain or improve profit margins, including its ability to utilize its manufacturing facilities at sufficient levels to
cover its fixed operating costs, in an intensely competitive and cyclical industry;

TI’s ability to develop, manufacture and market innovative products in a rapidly changing technologlcal environment;

Tr’s ability to compete in products and prices in an intensely competitive industry;

TI’s ability to maintain and enforce a strong intellectual property portfolio and obtain needed licenses from third parties;
Expiration of license agreements between Tl and its patent licensees, and market conditions reducing royalty payments to Tl
Economic, social and political conditions in the countries in which Tl, its customers or its suppliers operate, including security
risks, health conditions, possible disruptions in transportation networks and fluctuations in foreign currency exchange rates;
Natural events such as severe weather and earthquakes in the locations in which Tl its customers or its suppliers operate;
Availability and cost of raw materials, utilities, manufacturing equipment, third-party manufacturing services and manufacturing
technology;

Changes in the tax rate applicable to Tl as the result of changes in tax law, the jurisdictions in which profits are determined to be
earned and taxed, the outcome of tax audits and the ability to realize deferred tax assets;

Changes in laws and regulations to which TI or its suppliers are or may become subject, such as those imposing fees or reporting
or substitution costs relating to the discharge of emissions into the environment or the use of certain raw materials in our
manufacturing processes;

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

Customer demand that differs from our forecasts;

The financial impact of inadequate or excess Tl mventory that results from demand that differs from projections;

“Impairments of our non-financial assets;

Product liability or warranty claims, claims based on epidemic or delivery failure or recalls by Tl customers for a product
containing a Tl part;

TI's ability to recruit and retain skilled personnel; and

Timely implementation of new manufacturing technologies, instaliation of manufacturing equipment and the ability to obtain
needed third-party foundry and assembly/test subcontract services.

For a more detailed discussion of these factors see the Risk Factors discussion in ltem 1A of our most recent Form 10-K. The
forward-looking statements included in this report are made only as of the date of publication of this report (March 2011), and we
undertake no obligation to update the forward-looking statements to reflect subsequent events or circumstances.
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*#%% Exercise Your Right to Vote ***

Important Notice Regarding the Availability of Pro
Shareholder Meeting to Be Held on April

TEXAS INSTRUMENTS INCORPORATED

INSTRUMENTS

ATTN: JANE NAHRA
7839 CHURCHILL WAY
MsS 3999

DALLAS, TX 75251

Materials for i

1,2011.

| 01

| Meeting Type:

| For holders as of Wkbriary 22201 I

|| Date: April 21, 201 F"T“m&rmﬁ_w

Location: 12500 TI Boulevard
Dallas, Texas 75243

See page 93 of the Proxy Statement (available at
Mp_mmgj.e.s;om) for dlrectlons to the meetlng Iocatlon

You are receiving this commumcatlon because you hold
shares in the above named company.

Annual

This is not a ballot. You cannot use this notice to vote
these shares. This communication presents only an
overview of the more complete proxy materials that
are available to you on the Internet. You may view
the proxy materials online at www.proxyvote.com or
easily request a paper copy (see reverse side).

We encourage you to access and review all of the
important information contained in the proxy
materials before voting.

See the reverse side of this notice to obtain
proxy materials and voting instructions.
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—— Before You Vote —
How to Access the Proxy Materials

Proxy Materials Available to VIEW or RECEIVE:
1. 2011 NOTICE AND PROXY STATEMENT 2. 2010 ANNUAL REPORT
How to View Online:
Have the information that is printed in the box marked by the arrow == | XXXX XXXX XXXX ] (located on
the following page) and visit: www.proxyvote.com.
How to Request and Receive a PAPER or E-MAIL Copy:
If you want to receive a paper or e-mail copy of these documents, you must request one. There is NO charge for
requesting a copy. Please choose one of the following methods to make your request:

1) BY INTERNET:  www.proxyvote.com

2) BY TELEPHONE: 1-800-579-1639

3) BY E-MAIL*: sendmaterial@proxyvote.com :
* |f requesting materials by e-mail, please send a blank e-mail with the information that is printed in the box marked
by the arrow == [ YOO XXXX XXXX ] (located on the following page) in the subject line.
| Requests, instructions and other inquiries sent to this e-mail address will NOT be forwarded to your investment
| advisor. Please make the request as instructed above on or before April 7,201 1, to facilitate timely delivery.

S 2 A it QR e SR

— How To Vote —

Please Choose One of the Following Voting Methods

Vote In Person: Many stockholder meetings have attendance requirements including, but not limited to, the possession
of an attendance ticket issued by the entity holding the meeting. Please check the meeting materials for any special
requirements for meeting attendance. At the meeting, you will need to request a ballot to vote these shares.

Vote By Internet: To vote now by Internet, go to www.proxyvote.com. Have the information that is printed in the box
marked by the arrow =3 [DOOOK XXX XXXX | (located on the following page) and follow the instructions. You
may vote by Internet up until T1:59 p.m. Eastern Time on April 20, 2011.

| Vote By Mail: You can vote by mail by requesting a paper copy of the materials (as indicated above), which will include a
| proxy card.




| Voting ltems |

The Board of Directors recommends you vote
FOR each of the nominees for director, FOR
Proposals 2 and 4, and for *3 YEARS" on Proposal 3.

1. Election of Directors
. 2. Board proposal regarding an advisory vote on
Nominees: named executive officer compensation.

1a. R.W.Babb, Jr. 3.  Board proposal regarding an advisory vote on
the frequency of future advisory votes on named
executive officer compensation.

1b. D. A. Carp

Board proposal to ratify the appointment

of Ernst & Young LLP as the Company's

tc. C.S. Cox independent registered public accounting
firm for 2011.

-

td. S P MacMillan NOTE: Such other business as may properly come
before the meeting or any adjournment thereof.

te. P H. Patsley

1f.  R. E. Sanchez

1g.  W.R. Sanders

1h.  R.J. Simmons

1i.  R. K. Templeton

1j.  C.T. Whitman

M30263-P05978
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Notice of annual meeting of stockholders
April 21, 2011

Dear Stockholder:

You are cordially invited to attend the 2011 annual meeting of stockholders on Thursday, April 21,.2011, at the cafeteria on our property
at 12500 T! Boulevard, Dallas, Texas, at 10:00 a.m. (Dallas time). At the meeting we will consider and act upon the following matters:

the election of directors for the next year,

an advisory vote on named executive officer compensation,

an advisory vote on the frequency of future advisory votes on named executive officer compensation,

ratification of the appointment of Emst & Young LLP as the company’s independent registered public accounting firm for 2011, and
such other matters as may properly come before the meeting.

Stockholders of record at the close of business on February 22, 2011, are entitled to vote at fhe annual meeting.

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

Sincerely,

ok Pt

Joseph F. Hubach
Senior Vice President,
Secretary and
General Counsel

Dallas, Texas
March 7, 2011
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Proxy statement - March 7, 2011

Executive offices »
12500 TI BOULEVARD, DALLAS, TEXAS 75243

MAILING ADDRESS: P. 0. BOX 660199, DALLAS; TEXAS 75266-0199

Voting procedures and quorum

|50

2011 PROXY STATEMENT

"Grants ofplan based aWards in 2010 i T5

T¥'s board of directors requests your proxy for the annual meeting of stockholders on April 21, 2011. If you sign and return the enclosed
proxy, or vote by telephone or on the Internet, you authorize the persons named in the proxy to represent you and vote your shares

for the purposes mentioned in the notice of annual meeting. This proxy statement and related proxy are being distributed on or about
March 7, 2011. if you come to the meeting, you can vote in person. If you don’t come to the meeting, your shares can be voted only if
you have returned a properly signed proxy or followed the telephone or Internet voting instructions, which can be found on the enclosed
proxy. If you sign and return your proxy but do not give voting instructions, the shares represented by that proxy will be voted as
recommended by the board of directors. You can revoke your authorization at any time before the shares are voted at the meeting.

A quorum of stockholders is necessary to hold a valid meeting. If at least a majority of the shares of Tl stock issued and outstanding
and entitled to vote are present in person or by proxy, a quorum will exist. Abstentions and broker non-votes are counted as present for
purposes of establishing a quorum. Broker non-votes occur when a beneficial owner who holds company stock through a broker does
not provide the broker with voting instructions as to any matter on which the broker is not permitted to exercise its discretion and vote

without specific instruction.

Scheduied to be considered at the meeting are the election of directors, advisory votes relating to executive compensation, and
ratification of the appointment of our independent registered public accounting firm. Each of these matters is discussed elsewhere in

this proxy statement.

Any other matter that may properly be submitted at the meeting is approved if a majority of the votes present at the meeting vote
“for” the proposal. On such matters you may vote “for,” “against” or “abstain”; abstentions and broker non-votes have the same effect

as votes “against.”
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Election of directors

2011 PROXY STATEMENT

Directors are elected at the annual meeting to hold office until the next annual meeting and until their successors are elected
and qualified. The board of directors has designated the following persons as nominees: RALPH W. BABB, JR., DANIEL A. CARP,
CARRIE S. COX, STEPHEN P. MACMILLAN, PAMELA H. PATSLEY, ROBERT E. SANCHEZ, WAYNE R. SANDERS, RUTH J. SIMMONS,

RICHARD K. TEMPLETON and CHRISTINE TODD WHITMAN.

If you return a proxy that is not otherwise marked, your shares will be voted FOR each of the nominees.
Directors must be elected by a majority of the votes present at the meeting and entitled to be cast in the election. You may vote
“for,” “against,” or “abstain.” Abstentions have the same effect as votes “against.” Broker non-votes are not counted as votes “for” or

“against.”

Nominees for directorship

Al of the nominees for directorship will be directofs of the company at the time of the annual meeting. For a discussion of each
nominee’s qualifications to serve as a director of the company, please see pages 52-54. If any nominee becomes unable to serve before
the meeting, the people named as proxies may vote for a substitute or the number of directors will be reduced accordingly.

Directors

RALPH W. BABB, JR.
Age62

Director since 2010
Member, Audit Committee -

DANIEL A. CARP

Age 62

Director since 1997
Member, Audit Committee

CARRIE S. COX

Age 53

Director since 2004 .

Chair, Compensation Commiftee

STEPHEN P. MACMILLAN

Age 47

Director since 2008

Member, Compensation Committee

| PAMELA H. PATSLEY
Age 54

Director since 2004
Chair, Audit Committee

ROBERT E. SANcHEZ
Age 45

Director ’
Member, Audit Committee

 (Effective March 15, 2011)

WAYNE R. SANDERS

Age 63

Director since 1997 N
Member, Governance and Stockholder
Relations Committee

RUTH J. SIMMONS

Age 65

Director since 1999

Chair, Governance and Stockholder

| Relations Committee

RICHARD K. TEMPLETON
Age 52

Chairman since 2008 and
director since 2003

| CHRISTINE TODD WHITMAN

Age 64

Director since 2003

Member, Governance and Stockholder
Relations Committee
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Directors (cont’d)

Directors not standilig for re-election

DAVID R. GOODE
Member, Compensation Committee

DAVID L. BOREN
Member, Audit Committee

Messrs. Boren and Goode, highly valued directors since 1995 and 1996, respectively, will have attained the age of 70 on or before the
date of the 2011 annual meeting and are, therefore, ineligible under the company’s by-laws to stand for re-election in 2011.

Director nomination process

The board is responsible for approving nominees for election as directors. To assist in this task, the board has designated a standing -
committee, the Governance and Stockholder Relations Committee (the G&SR Committee), which is responsible for reviewing and
recommending nominees to the board. The G&SR Committee is comprised solely of independent directors as defined by the rules of the
New York Stock Exchange (NYSE) and the board’s corporate governance guidelines. Our board of directors has adopted a written charter
for the G&SR Committee. It can be found on our website at www.ti.com/corporategovernance.

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

In evaluating prospective nominees, the G&SR Committee looks for the following minimum qualifications, qualities and skills:

¢ Qutstanding achievement in the individual’s personal career.

Breadth of experience.

Soundness of judgment.

Ability to make independent, analytical inquiries.

Ability to contribute to a diversity of viewpoints among board members.

Willingness and ability to devote the time required to perform board activities adequately (in this regard, the G&SR Committee
will consider the number of other boards on which the individual serves as a director, and in particular the board’s policy that
directors should not serve on the boards of more than three other public companies).

¢ Ability to represent the total corporate interests of Ti (a director will not be selected to, nor will he or she be expecied to,

represent the interests of any particular group).

Stockholders, non-employee directors, management and others may submit recommendations to the G&SR Committee. -

Mr. Sanchez was elected to the board effective March 15, 2011. He is the only director nominee for the 2011 annual meeting of
stockholders who is standing for election by the stockholders for the first time. A search firm retained by the company to assist the
G&SR Committee in identifying and evaluating potential nominees initially identified Mr. Sanchez as a potential director candidate. The
search firm conducted research to identify @ number of potential candidates, based on qualifications and skills the G&SR Committee
determined that candidates should possess. It then conducted further research on the candidates in whom the G&SR Committee had
the most interest. With the election of Mr. Sanchez, the board believes its current size is within the desired range as stated in the board’s
corporate governance guidelines.

Board diversity and nominee qualifications

As indicated by the criteria above, the board prefers a mix of background and experience ameong its members. The board does not
follow any ratio or formula to determine the appropriate mix. Rather, it uses its judgment to identify nominees whose backgrounds,
attributes and experiences, taken as a whole, will contribute to the high standards of board service at the company. The effectiveness of
this approach is evidenced by the directors’ participation in the insightful and robust yet collegial deliberation that occurs at board and
committee meetings and in shaping the agendas for those meetings.

As it considered director nominees for the 2011 annual meeting, the board kept in mind that the most important issues it considers
typically relate to the company’s strategic direction; succession planning for senior executive positions; the company’s financial
performance; the challenges of running a large, complex enterprise, including the management of its risks; major acquisitions and
divestitures; and significant capital investment and research and development (R&D) decisions. These issues arise in the context of the
company'’s operations, which primarily involve the manufacture and sale of semiconductors all over the world into communlca’uons
computing, industrial and consumer electronics end markets.
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As described below, each of our director nominees has achieved an extremely high level of success in his or her career, whether at
multi-billion doliar multinational corporate enterprises, major U.S. universities or large governmental organizations. In these positions,
gach has been directly involved in the challenges relating to setting the strategic direction and managing the financial performance,
personnel and processes of large, complex organizations. Each has had exposure to effective leaders and has developed the ability to
judge leadership qualities. Eight of them have experience in serving on the board of directors of at least one other major corporation,
and one has served in high political office, all of which provides additional relevant experience on which each nominee can draw.

In concluding that each nominee should serve as a director, the board relied on the specific experiences and attributes listed below
and on the direct personal knowledge (except as to Mr. Sanchez, who will join the board March 15, 2011), born of prevnous service on
the board that each of the nominees brings insight and collegiality to board deliberations.

Mr. Babb

¢ As chairman and CEQ of Comerica Incorporated and Comerica Bank (2002-present) and through a long career in banking, has
gained first-hand experience in managing large, complex institutions, as well as insight into financial markets, which experience
is particularly relevant to the company due to its global presence.

» As chief financial officer of Comerica Incorporated and Comerica Bank (1 995-2002), controller and later chief financial officer of
Mercantile Bancorporation (1978-1995), and auditor and later audit manager at the accounting firm of Peat Marwick Mitchell &
Co. (1971-1978), gained extensive audit knowledge and experience in audit- and financial control-related matters.

Mr. Carp

» As chairman and CEO (2000-2005) and president (1997-2001, 2002-2003) of Eastman Kodak Company, gained first-hand
experience in managing a large, multinational corporation focused on worldwide electronic consumer markets (which are
of relevance to the company), with ultimate management responsibility for the corporation S finanmal performance and its
significant investments in capital and R&D.

» As chairman of the board of directors of Delta Air Lines (2007-present), a director of Noriolk Southern Corporation (2006-present)
and a former director of Liz Claiborne, Inc. (2006-2009), has helped oversee the strategy and operations of major muitinational
corporations in various industries, including some that are capital—intensive.

Ms. Cox

¢ As CEO and a director of Humacyte, Inc. (2010-present), executive vice president and pre3|dent of Global Pharmaceuticals
at Schering-Plough Corporation (2003-2009) and executive vice president and president of Global Prescription Business at
Pharmacia Corporation (1997-2003), has gained first-hand experience in managing large, multinational organizations focused
on medical-related markets (which are of relevance to the company), with responsibility for those organizations’ financial
performance and significant capital and R&D investments. s also a director of Cardinal Health Inc. (2009-present) and Celgene
Corporation (2009-present). ,

Mr. MacMillan

 As chairman (2009-present), director and CEO (2005-present) and president and chief operating officer (2003-2004) of Stryker
Corporation, and sector vice president, global specialty operations at Pharmacia Corporation (1999-2003), has gained first-hand
experience in managing a large, multinational corporation focused on medical-related markets (which are of relevance to the
company), with ultimate management responsibility for the corporation’s financial performance and its significant investments in
capital and R&D. ‘

Ms. Patsley

¢ As chairman and CEQ (2009-present) of MoneyGram internationai Inc., senior executive vice preSIdent of First Data Corporation
(2000-2007), and president and CEO of Paymentech, Inc. (1991-2000), has gained first-hand experience managing large,
multinational organizations, including the application of technology in the financial services sector, with ultimate management
responsibility for their financial performance and significant capital investments.

* As audit committee chair at the company, a member of the audit committee at Dr Pepper Snapple Group, Inc., chief financial
officer of First USA, Inc. (1987-1994), and a former auditor at KPMG Peat Marwick for aimost six years before joining First USA,
has developed a keen appreciation for audit- and financial control-related issues.

* As a director of Dr Pepper Snapple Group, Inc. (2008-present) and a former director of Molson Coors Brewing Company (2005-
2009), has helped oversee the strategy and operations of other major multinational corporations.

Mr. Sanchez

* As president of Global Fleet Management Solutions for Ryder System, Inc. (September 2010-present), has gained first-hand
experience in managing a large, multinational, transportation-related organization, with responsibility for the organization’s
financial performance and significant capital investments.

» As executive vice president and chief financial officer (October 2007 to September 2010) and as senior vice president and chief
information officer (2003-2005) of Ryder System, Inc., developed a keen appreciation for audit- and financial control-related
issues and gained first-hand experience with all technology-related functions of a large multinational corporation focused on
transportation and logistics.
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Mr. Sanders
* - As chairman (1992-2003) and CEO (1991-2002) of Krmberly -Clark Corporatron gained first-hand experience:in managing a
large, multinational consumer goods corporation, with ultimate management responsibility for its financial performance and its
significant capital and R&D investments. r
® - As chairman of Dr Pepper Snapple Group, Inc. (2008-present) and dlrector of Belo: Corporatlon (2003-present), has helped
oversee the strategy and operations of other large corporations.
Ms. Simmons
‘e As president of Brown University (2001-present) and president of Smith College (1995-2001), has gained first- hand experience
in managing large, complex institutions, and has developed deep insight into the development and training of professionals
including engineers, scientists and technologists, on whom the company relies for its next generation of employees.
* As aformer director of The Goldman Sachs Group, Inc. (2000-2010) and Pfizer, Inc. (1 997 -2007), helped oversee the strategy
and operations of other large corporations.
Mr: Templeton
* As a 30-year veteran of the semiconductor industry, serving the last 15 years at a senior level at the company, including as
chairman since April 2008, GEO since 2004 and director since 2003 has developed a deep knowledge of all aspects of the
company and of the semiconductor mdustry
Ms. Whitman
* As Administrator of the Environmental Protection Agency (2001-2003) and Governor of the state of New Jersey (1994-2000),
gained first-hand experience managing a Iarge complex organization and developed keen insight into the workings of
government on the federal and state level and how they might impact company operations.
e Asadirector of S.C. Johnson & Son, Inc. (2003- present) and United Technologies Corp. (2003 present), has helped oversee the
strategy and operations of other large corporations.

commumcatlons with the board

Stockhoiders and others who wish to communicate with the board as a whole, or to individual directors, may write to them at‘ P.0. Box
655936, MS 8658, Dallas, Texas 75265-5936. All communications sent to this address will be shared with the board or the individual
director, if so addressed.

Corporate governance

The board has a Iong standing commitment to responsible and effective corporate governance. The board S corporate governance
guidelines (which include the director independence standards), the charters of each of the board’s committees, TI’s.code of business
conduct and our code of ethics for our chief executive officer and senior financial officers are available on our website at www.ti.com/
corporategovernance. Stockholders may request copies of these documents free of charge by wr|t|ng to Texas Instruments Incorporated,
P.0. Box 660199, MS 8657, Dallas, Texas, 75266-0199, Attn: Investor Relations.

Annual meeting attendance )

It is a policy of the board to encourage directors to attend each annual meeting of stockholders. Such attendance allows for direct
interaction between stockholders and board members In 2010, all but one director attended Tl's annual meeting of stockholders

Director mdependence

Each of our directors and director nominees is independent except for Mr. Templeton The board has adopted the following standards for
determining mdependence

A. In no event will a director be considered independent if:

1. He or she is a current partner of or is employed by the company’s independent auditors: or :

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

B. In no event will a director be considered independent if, within the preceding three years: :

1. He or she was employed by the company (except in-the capacity of interim chairman of the board, chief executlve officer or other
executive officer) or any of its subsidiaries;

2. He or she received more than $120,000 during any twelve-month period in direct compensation from Ti (other than (a) director
and committee fees and pension or other forms of deferred compensation and (b) compensation received for former service as an
interim chairman of the board, chief executive officer or other executive officer);

3. An immediate family member of the director was employed as an executive officer by the company or any of its subsidiaries;
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4. An immediate family member of the director received more than $120,000 during any twelve-month period in direct compensatlon
from TI (exctuding compensation as a non-executive officer employee of the.company); . :

5. He or she was (but is no longer) a partner or employee of the company’s mdependent audttors and personally Worked onthe -
company’s audit within that time; :

6. An immediate family member of the director was (but is no longer) a partner or employee of the company S mdependent audltors
and personally worked on the company’s audit within that time;

7. He or she was an executive officer of another company, at which any of TI’s current executive ofﬂcers at the same t|me served on
that company’s compensation committee;

8. An immediate family member of the director was an executive officer of another company at which any of TI S current executlve
officers at the same time served on that company’s compensation committee;

9. He or she was, and remains at the time of the determination, an executive officer or employee of a: company that made payments
to, or received payments from, Tl for property or services in an amount which, in any single fiscal year, exceeded the greater of
$1 million or 2 percent of the other company’s consolidated gross revenues for its last completed fiscal year (for~purposes- of this
standard, charitable contributions are not considered “payments”); or

10. An immediate family member of the director was, and remains at the time of the determination, an executlve offlcer of-a company
that made payments to, or received payments from, TI for property or services in an-amount which,:in any single fiscal year,
exceeded the greater of $1 million or 2 percent of the other company’s consolidated gross revenues for its |ast completed flscal
year (for purposes of this standard, charitable contributions are not considered “payments”).

C. Audit Committee members may not accept any consulting, advisory or other compensatory fee from Tl, other than in their capacrty
as members of the board or any board committee. Compensatory fees do not include the receipt of fixed amounts:of compensation :
under a retirement plan (including deferred compensation) for prior service with Ti (provided that such compensation is.not contingent
in any way on continued service).

D. The following relationships will not be consrdered material relationships with the company for the purpose of determlnlng director
independence: Lo
1. A director is an employee, director or trustee of a charitable organization and Tl or the Tl Foundation makes dlscretlonary

contributions to that organization that are less than the greater of $50,000 or 2 percent of the orgamzatton s latest pubhcly
available consolidated gross revenue.

2. A director is an employee, director or trustee of another entity that is mdebted to Tl or to which Tl is mdebted and the total amount
of either company’s indebtedness to the other is less than 2 percent of the total consohdated assets of the entlty he or she serves
as an executive officer, director or trustee. -

For any other relationship, the determination of whether it is material, and consequently whether the director mvolved is:
independent, will be made by directors who satisfy the independence criteria set forth in this section.
For purposes of these independence determinations, “immediate family member” will have the same meanlng as under the NYSE rules.
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Board orgamzatlon
Board and commlttee meetings

During 2010, the board held nine meetings. The board has three standlng committees described below. The committees of the board
collectively held 23 meetings in 2010. Each director attended at least 88 percent of board and relevant committee meetings comblned
Overall attendance at board and committee meetings was approximately 97 percent.

Committees of the board

Audit Committee
The Audit Committee is a separately designated standing committee established in accordance with Section 3(a)(58)(A) of the Securities
Exchange Act of 1934, as amended. All members of the Audit Committee are independent under the rules of the NYSE and the board’s
corporate governance guidelines. From January 1, 2010, to April 30, 2010, the committee members were Ms. Patsley (Chalr) Mr. Boren,
Mr. MacMillan and Mr. Sanders, with Mr. Babb joining the committee effective March 15, 2010. Since May 1, the committee members
have been Ms. Patsley (Chair), Mr. Babb, Mr. Boren and Mr. Carp. Mr. Sanchez will join the committee effective March 15, 2011. The
Audit Committee is generally responsible for:
¢ Appointing, compensating, retaining and overseelng TI's mdependent registered publrc accounting flrm
» Reviewing the annual report of TI's independent registered public accounting firm related to quality controi.
¢ Reviewing TI’s annual reports to the SEC, including the financial statements and the “Management’s Discussion and AnaIyS|s
portion of those reports and recommending appropriate actron 1o the board.
* Reviewing TI’s audit plans. '
¢ Reviewing before i issuance TI's news releases regarding annual and interim financial results and dtscussmg with management
any related earnings guidance that may be provided to analysts and rating agencies.
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- e Discussing TI’s audited financial statements with management and the independent registered public accounting firm, including
a discussion with the firm regarding the matters required to be reviewed under applicable legal or regulatory requirements.
Reviewing relationships between the independent registered public accounting firmand TI.

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

Creating and periodically reviewing TI's whistieblower policy.

Reviewing T's risk assessment and risk management policies.

Reviewing TI's compliance and ethics program. ,
Reviewing.a report of compliance of management and operating personnel with TI's code of business conduct, including TI's
conflict of interest policy.

.Reviewing TI's non-employee-related insurance programs. ~
Reviewing changes, if any, in major accounting policies of the company.

‘Reviewing trends in accounting policy changes that are relevant to the company.

Reviewing the company’s policy regarding investments and financial derivative products.

" The board has determined that all members of the Audit Committee are financially literate and have financial management
expertise, as the board has interpreted such qualifications in its business judgment. In addition, the board has designated Ms. Patsley as
the Audit Committee financial expert as defined in the Securities Exchange Act of 1934, as amended.

The Audit Committee met eight times in 2010. The Audit Committee holds regularly scheduled meetings and reports its activities to
the.board. The committee also continued its long-standing practice of meeting directly with our internal audit staff to discuss the audit.
plan and to allow for direct interaction between Audit Committee members and our internal auditors. Please see page 86 for a report of
the committee. - . . . :

Compensation Committee

The Compensation Committee consists of three independent directors. From January 1 to April 30, 2010, the committee members

were Mr. Carp (Chair), Ms. Cox and Mr. Goode. Since May 1, the committee members have been Ms. Cox (Chair), Mr. Goode and

Mr. MacMitlan: The.committee is responsible for:

e Reviewing and approving company goals and objectives relevant to CEO compensation.

Evaluating the CEQ’s performance in light of those goals and objectives.

Setting the compensation of the CEQ and other executive officers.

Overseeing administration of employee benefit plans.

Making recommendations to the board regarding: , ,

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

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

e Taking action as appropriate regarding the institution and termination of, revisions in and actions under employee benefit plans

that are not required to be approved by the board. »

The Compensation Committee holds regularly scheduled meetings, reports its activities to the board, and consults with the board
before setting annual executive compensation. During 2010, the committee met seven times. Please see page 73 for a report of the
committee. ,

In performing its functions, the committee is supported by the company’s Human Resources organization. The committee has the
authority to retain any advisors it deems appropriate to carry out its responsibilities. The committee retained Pearl Meyer & Partners as
its compensation consultant for the 2010 compensation cycle. The committee instructed the consultant to advise it directly on executive
compensation philosophy, strategies, pay levels, decision-making processes and other matters within the scope of the committee’s
charter. Additionally, the committee instructed the consultant to assist the company’s Human Resources organization in its support
of the committee in these matters with such items as peer-group assessment, analysis of the executive compensation market, and
compensation recommendations. \ ‘ ‘ -

The Compensation Committee considers it important that its compensation consultant’s objectivity not be compromised by other
business engagements with the company or its management. in support of this belief, the committee has a policy on compensation
consultants, a copy of which may be found on www.ti.com/corporategovernance. During 2010, neither the consultant nor any of its
affiliates performed services for Tl other than pursuant to the engagement by the committee.

The Compensation Committee considers executive compensation in a multistep process that involves the review of market
information, performance data and possible compensation levels over several meetings leading to the annual determinations in January.
Before setting executive compensation, the committee reviews the total compensation and benefits of the executive officers and
considers the impact that their retirement, or termination under various other scenarios, would have on their compensation and benefits.
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The CEO and the- senior vice president responsible for Human Resources, who is an executive officer, are regularly invited to attend
meetings of the committee. The CEO is excused from the meeting during any discussion of his own compensation. No executive officer
determines his or her own compensation or the compensation of any other executive officer. As members of the board, the members
of the committee receive information concerning the performance of the company during the year and interact with our management.
During the committee’s deliberations on executive compensation, the CEOQ gives the committee and the board an assessment of his own
performance during the year just ended. He also reviews the performance of the other executive officers with the committee and makes
recommendations regarding their compensation. The senior vice president responsible for Human Resources assists in the preparation
of and reviews the compensation recommendations made to the committee other than for her compensation. :

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

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

Governance and Stockholder Relations Committee
All members of the G&SR Committee are independent. From January 1 to April 30, 2010, the committee members were Ms. Simmons
(Chair), Ms. Whitman and Mr. Adams, who retired from the board in April 2010. Since May 1, the committee members have been
Ms. Simmons (Chair), Mr. Sanders and Ms. Whitman. The G&SR Committee is generally responsible for:
¢ Making recommendations to the board regarding:

o The development and revision of our corporate governance principles.

o The size, composition and functioning of the board and board committees.

o Candidates to fill board positions.

o Nominees to be designated for election as directors.

o Compensation of board members.

o QOrganization and responsibilities of board committees.
o Succession planning by the company. .
o]
o]
o]
e}
o]

Issues of potential conflicts of interest involving a.board member raised under TI's conflict of interest policy.
Election of executive officers of the company.
Topics affecting the relationship between the company and stockholders.
Public issues likely to affect the company.
Responses to proposals submitted by stockholders.
* Reviewing:
o Contribution policies of the company and of the Tl Foundation.
o Revisions to TI's code of ethics. ,
o Electing officers of the company other than the executive officers.
o - Qverseeing an annual evaluation of the board and the committee.
The G&SR Committee met eight times in 2010. The G&SR Committee holds regularly scheduled meetings and reports its activities
to the board. Please see page 52 for a discussion of stockholder nominations and page 54 for a discussion of communications with the
board.

Board leadership structure

The board, led by its G&SR Committee, reviews the board’s leadership structure. The board’s current leadership structure combines
the positions of chairman and CEO, and uses a rotating lead director approach whereby the chair of the appropriate board committee
leads independent directors’ executive sessions at which the principal item to be discussed is within the scope of authority of his or her
committee. If there is no principal item, the chair of the G&SR Committee presides. The board chose this structure to facilitate oversight
of management and to fully engage all independent directors. At each meeting of the board, immediately preceding the executive
session the chairman reviews with the board the proposed strategic agenda for future board meetings. The independent directors offer
comment and directly influence the agenda. The independent directors then meet in executive session to voice their observations of the
meeting including the discussion of future board agendas. Immediately following each session, the director who served as lead notifies
the CEO of the independent directors’ assessment of the meeting and desired agendas for future meetings. Each director has an equal
stake in the board’s actions and equal accountability to the corporation and its stockholders.

The board’s consideration of its leadership structure is guided by two questions: would stockholders be better served and would the
board be more effective with a different structure. The board’s views are informed by a review of the practices of other companies and
insight into the preferences of top stockholders, as gathered from face-to-face dialogue and review of published guidelines. The board
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also considers how board roles and interactions would change if it established a permanent lead director. For example, implementation
of such a model could result in less engagement by independent directors (other than the permanent lead director) than exists under the
current model, an outcome considered highly undesirable by the board. : :

The board has determined that a change in leadership structure would offer no net beneflt to stockholders and in fact, the current
practice of a rotating director is superior in its ability to encourage' active involvement, independent thinking and an environment of equal
influence-among all directors. The board continues to.believe that there is no uniform solution for a board leadership-structure. Indeed, the
company has had varying:board leadership models over its history, at times separating the positions of chairman and CEO and at times
combining the two. The board believes that the right structure should be informed by the needs and circumstances of the company, its
board-and its stockhoiders, and dlrectors shoutd remain adaptable to shaplng the leadership structure as those needs change

Risk oversught by the board

It is management's responsibility to assess and manage the various risks Tl faces. It is the board’s responsibility to oversee
management in this effort. In ‘exercising its oversight, the board has allocated some areas of focus 1o its commlttees and has retained
areas of focus for itself, as more fully described below. =

Management generally views the risks Tl faces as falling into the followmg categorles strateglc operatlonal financial and
compliance. The board as a whole has oversight responsibility for the company’s strategic and operational risks (e.g., major initiatives,
competitive markets and products, sales and marketing, and research and development). Throughout the year the CEQ discusses these:
risks with the board during strategy reviews that focus on a particular business or function. ln addltlon at the end of the year, the CEO"
provides a formal report on the top strategic and operatlonal risks.

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

The Audit Committee oversees the company’s approach to risk management as a whole. It reviews the company’s fisk management
process at least annually by means of a presentation by the CFO.

The board’s leadership structure is consistent with the board and committees’ roles in risk oversight. As discussed above, the
board has found that its current structure, which relies on each of the committee chairs for-leadership of the independent directors, is
effective in fully engaging the independent directors. Allocating various aspects of risk oversight among the committees provides for
similar engagement. Having the chairman and CEO review strategic and operational risks with the board ensures that the director most
knowledgeable about the company, the industry in which it operates'and the competltlon and other challenges it faces shares those
insights with the board, providing for a thorough and efficient process.

Director compensation
The G&SR Committee has responsibility for reviewing and making recommendations to the beard on compensation for non- employee
directors, with the board making the final determination. The committee has no authority to delegate its responsibility regarding
director compensation. In carrying out this responsibility it is supported by TI’s Human Resources organization. The CEO, the senior
vice president responsible for Human Resources and the Secrefary review the recommendatlons made fo the commlttee The CEO also
votes, as a mermber of the board, on the compensation of non-employee directors:: »

- The compensation arrangements in 2010 for the non-employee directors were:

¢ Annual retainer of $80,000 for board and committee service.

* Additional annual retainer of $20,000 for the chair of the Audit Committee.

o Additional annual retainer of $10,000 for each of the chairs of the Compensatlon Committee and the Governance and
Stockholder Relations Committee. :

¢ Annual grant of a 10-year option to-purchase 7,000 shares of TI common stock pursuant to the terms of the Texas Instruments
2009 Director Compensation Plan (Director Plan), which was approved by stockholders in April 2009. The exercise price of
the option is the closing price of the company’s-.common stock on the date of the grant. These non-qualified (NQ) options
become exercisable in four equal annual installments beginning on the first anniversary of the grant and also will become fully -
exercisable in the event of termination of service following a change in control (as defined in the Director Plan) of TI.

o Annual grant of 2,500 restricted stock units pursuant to the terms of the Director Plan. The restricted stock units vest.on the .
fourth anniversary of their date of grant and upon a change in control as defined in the Director Plan, If a director is not a
member of the board on the fourth anniversary.of the grant, restricted stock units will nonetheless settle on such.anniversary
date if the director has completed eight years of service prior to termination or-the director’s termination was due to death,
disability or ineligibility to stand for re-election under the company’s by-laws. The director may defer settlement of the restricted

~ stock units at his or her election. Upon settlement, the director will receive one share of Ti common stock for each restricted

. stock unit. Dividend equivatents are paid on the restricted stock units at the same rate as dividends on Tl common stock.: -

* $1,000 per day compensation for other activities designated by the chairman.
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Effective January 1, 2011, the compensation arrangements for the non-empioyee. directors are:

» Annual retainer of $80,000 for board and committee service.

Additional annual retainer of $30,000 for the chair of the Audit Commlttee

Additional annual retainer of $20,000 for the chair of the Compensation Committee. ‘

Additional annual retainer of $15,000 for the chair of the Governance and Stockholder Relations Committee.

Annual grant of a 10-year option to purchase Ti common stock with a grant-date value of approximately $1 00 000, determined

using a Black-Scholes option-pricing model (subject to the board’s ability to adjust the grant downward).

* Annual grant of restricted stock units with a grant-date value of approximately $100,000 (subject to the board’s ability to adjust
the grant downward).

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

PROXY
STATEMENT

The board has determined that grants of equity compensation to non-employee directors will be timed to occur when grants are made
to our U.S. employees in connection with the annual compensation review process. Accordingly, equity grants to non-employee directors
are made in January. Please see the discussion regarding the timing of equity compensation grants in the Compensation Discussion and
Analysis on page 70.

Directors are not pald a fee for meeting attendance, but we reimburse non-employee directors for their travel lodging and related
expenses incurred in connection with attending board, committee and stockholders meetings and other designated Ti events. In
addition, non-employee directors may travel on company aircraft to and from these meetings and other designated events. On occasion,
directors’ spouses are invited to attend board events; the spouses’ expenses incurred in connection with attendance at those events are
also reimbursed.

Under the Director Plan, some directors have chosen to defer all or part of their cash compensation untii they Ieave the board (or
certain other specmed times). These deferred amounts were credited to either a cash account or stock unit account. Cash accounts
earn interest from Tl at a rate currently based on Moody’s Seasoned Aaa Corporate Bonds. For 2010, that rate was 5.04 percent. Stock
unit accounts fluctuate in value with the underlying shares of Tt common stock; which will be isstied after the deferral period. Dividend
equivalents are.paid on these stockunits. Directors may also defer settlement of the restricted stock units they receive.

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

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

2010 director compensatlon

The following table shows the compensatlon of all persons who were non employee members of the board dunng 2010 for serwces in
all capacities to Tl in 2010, except as otherwise indicated.

Change in
Pension
Value and
Non-equity Non-qualified
Fees Earned or Stock Option  Incentive Plan Deferred All Other
Paid in Awards Awards  Compensation Compensation Compensation
Name (1) » cash $)(2) ®E) $9 (65) Earnings (%)) Total $)

JRAdAMS .. ... ... ...... $ 26668 $57.625. $46227  — — $ 655 $131.175

RW.Babb, Jr. . .......... ... $ 63,656 $47,880 —_ — — $ 20 $111,556
D.L.Boren. ............... $ 80,000 $57,625 $46,227 — — $11,761  $195,613
D.ACarp . .. ... . oL $ 83,334 $57,625 $46,227 — — $ 8531 $195,717
C.SCox................. $ 86,667 $57,625 $46,227 —_ — $10,020  $200,539
D.R.Goode ... ... e $ 80,000 $57,625 $46,227 — — $27,500 $211,352
S.P.MacMillan . ... ......... $ 80,000 $57,625 $46,227 -— —_ $10,020 $193,872
P.H.Patsley ... .... e © $100,000 $57,625 $46,227 — —  $14,420 $218,272
W.R.Sanders . .. .. Y.  $ 80,000 $57,625  $46,227 — — $ 8531 $192,383
RJ.Simmons . . ... ......... $ 90,000 $57,625 $46,227 = — P $10,020 $203,872
C.T. Whltman ............... - $ 80,000 $57,625 $46,227 - .- $ . 20 $183.872

(1) Mr. Adams reached the age of 70 before the 2010 annual meetmg and therefore was meIngthe under the company’s by- Iaws to
stand for re-election at the meeting. He ceased to be a director of the company on Aprit 15, 2010. Mr. Babb was elected to the
board effective March 15, 2010. Mr. Sanchez was elected to the board effective March 15, 2011, and accordlngly received no -
compensation for services as a Tl director in 2010. .



TEXAS INSTRUMENTS |60 2011 PROXYSTATEMERNT

(2) Includes amounts deferred at the director’s election.

(3) Shown is the aggregate grant date fair value of awards granted in 2010 calculated in accordance with Financial Accounting
Standards Board Accounting Standards Codification™ Topic 718, Compensation-Stock Compensation (ASC 718). The discussion of
the assumptions used for purposes of calculating the grant date fair value appears on pages 11-14 of Exhibit 13 to Ti's annual
report on Form 10-K for the year ended December 31, 2010.
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Thé table below shows the aggregate number of shares underlying outstanding restricted stock units held by the named individuals
as of December 31, 2010..

Restricted
- Stock Units
in Shares)

Name

0,000

R. W. Babb, Jr. 2,000
D.L.Boren 32,880
D.A. Carp 18,664
C.S.COX. . v PR T 12,000
D. R. Goode L - : 23,632

DS P MACMIAN . . . . e e 7,000 -

PHPatsley ............ S . 12,000
W.R.SANDBIS . . o v o v e e e e e e 119,600
RLSIMMONS & o v v e e e e e e e .. 18,000
C.T.Whitman . ... ..... [ S 12,000

" Each restricted stock unit represents the right to receive one share of TI common stock. For restricted stock units granted prior to
2007, shares are issued at the time of mandatory retirement from the board (age 70) or upon the earlier of termination. of service
from the board after completing eight years of service or death or disability. For information regarding share issuances under
restricted stock units granted after 2006, please see the discussion on page 58. e

(4) Shown is the aggregate grant date fair value of awards granted in 2010 calculated in accordance with ASC 718.The discussion of
the assumptions used for purposes of calculating the grant date fair value appears on pages 11-14 of Exhibit 13 to TI’s annual
report on Form 10-K for the year ended December 31, 201 0. :

The table below shows the aggregate number of shares underlying outstanding stock options held by the named individuals as of
December 31, 2010. ' '

Name e Options (in Shares) _

JRAJAMS . o o o e e e e e e e e 103,000
RW.Babb, Jr . . o ot e e —
D.L.Beren............ e e e e e e e 75,500
D.ACarp .. ... v O 103,000
C.oS. 0K s o v e e e P S 58,000
D.RGOOOE . . . . i ot e e e 103,000
S.PMacMillan . . . . . . . e 14,000
PH.PatSley . . . . oot e 58,000
CWR.SANABIS . . . . e e e e e e e e e 103,000
s RUJUSIMIMONS & v o e e e e e e e e e e e e e e 103,000
C.TWHIEMAN . . . o e e e e e e e e e i e e e 73,000

The terms 6f these options are as set forth on page 58 except that for options granted before November 2006, the exercise price is
the average of the high and low price of the company’s common stock on the date of grant, and for options granted before 2010,
the grant becomes fully exercisable upon a change in control of TI.

(5) Consists of (a) the annual cost ($20 per director) of premiums for travel and accident insurance policies, (b) contributions under the
TI Foundation matching gift program of $10,000, $15,739, $10,000, $14,400, and $10,000 for Ms. Cox, Mr. Goode, Mr. MacMillan,
Ms. Patsley and Ms. Simmons, respectively, and (c) for certain individuals, costs related to the Director Award Program. Each - '
director whose service commenced prior to June 20, 2002, is eligible to participate in the Director Award Program, a charitable
donation program under which we will contribute a total of $500,000 per eligible director to as many as three educational
institutions recommended by the director and approved by us. The contributions are made following the director’s death. Directors
receive no financial benefit from the program, and all charitable deductions belong to the company. In accordance with SEC rules,
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we have included the company’s annual costs under the program in All Other Compensation of the directors who participate. These
costs include third-party administrator fees for the program and premiums on life insurance policies to fund the program. Messrs.
Adams, Boren, Carp, Goode and Sanders participate in this program.
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Executive compensation
We are providing the following adwsory votes on named executive officer compensatlon as requrred by Section 14A of the Securities
Exchange Act.

Proposal regarding advisory vote on named executiv‘e officer compensation

The board asks the shareowners to cast an advisory vote on the compensation of our named executive officers. The “named executive -
officers” are the five executive officers, consisting of the chief executive officer, chief financial officer and three other most highly
compensated executive officers, named in the compensation tables on pages 73-86.

Specmcally, we ask the shareowners to approve the following resolution:

RESOLVED, that the compensatlon paid to the company’s named executive officers, as disclosed in this proxy statement pursuant
to Item 402 of Regulation S-K; including the Compensation Discussion and AnaIyS|s compensation tables and narrative discussion
on pages 62-86 of this proxy statement, is hereby approved.

We encourage shareowners to review the Compensation Discussion and Analysis section of the. proxy statement, which follows. It
discusses our executive compensation policies and programs and explains the compensation decisions relating to the named executive
officers for 2010. We believe that the policies and programs serve the interests of our shareowners and that the compensatlon received
by the named executive officers is commensurate with the performance and strategic position of the company.

Although the outcome of this vote is not binding on the company or the board, the compensation committee of the board will
consider it when setting future compensation for the executive officers. '

The board of directors recommends a vote FOR the resolution approvmg the named executive officer compensation for
2010, as disclosed in th|s proxy statement.

Proposal regarding advisory vote on the frequency of future adwsory votes on named executive
officer compensation

The board asks shareowners to cast an advisory vote on whether future advisory votes on compensation for named executive officers
should be held every year, every two years or every three years. :

The board asks shareowners to vote in favor of future advisory votes to be held every three years (tnennlally) For the following
reasons, we believe a triennial vote is best suited for our company:

1., Our executive compensation program is designed to support long-term value creatlon, and. a triennial vote will allow
shareowners to better judge our executive compensation program in relation to our long-term performance As
described in the Compensation Discussion and Analysis section on page 63, one of the core principles of our executive
compensation program is to ensure management’s interests are aligned with our shareowners’ interests. Accordingly, we grant
stock awards with multi-year vesting periods to encourage our officers to focus on long-term performance and in awarding
bonuses, we consider the company’s three-year performance in addition to one-year performance. A triennial vote would allow
our executive compensation programs to be evaluated over a similar time-frame and in relation to our long-term performance.

2. The strategy and core components of our executive compensation program have been essentially unchanged for many
years. We have a long history of fair and reasonable pay practices. We have an established record of paying for performance and
aligning executives’ interests with those of shareowners (see the Compensatlon Discussion and Analysis on pages 62-72 of this
proxy statement for details of our compensation practices). We have no plans to make material changes to the program ,

3. Management meets periodically with major shareowners to understand their views of company strategy, performance,
governance and compensatlon practices. We will continue such engagement with our shareowners during the period
between shareowner votes. We believe this outreach to shareowners, and our shareowners’ ability to contact us at any time to
express specific views on executive compensation, hold us accountable and reduce the need for and value of more frequent
advisory votes on executive compensation.

Although this is a non-binding vote, the board will consider the outcome when setting the frequency of future adwsory votes..

The board of directors recommends a vote for a frequency of every THREE YEARS for future advrsory votes on the
compensatlon of the company s named executive officers.
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Compensation discussion and analysis

This section describes T’s compensation program for executive officers. It will provide insight into the following:

e The elements of the 2010 compensation program, why we selected them and how they relate to one another; and

+ How we determined the amount of the compensation for 2010.

Currently, T has 15 executive officers. These executives have the broadest job responsibilities.and policy- makrng authority in
the company. We hotd them accountable for the company’s performance and for maintaining a culture of strong ethics. Details of
compensation for our CEQ, CFO and the three other highest paid individuals who were executrve offrcers in 2010 (co!lectrvely called the
“named executive officers”) can be found in the tables beginning on page 73.
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Executive Summary o
 TI's performance in 2010 reflects the ongoing transformation of our company to focus on three core semiconductor businesses:
1) Analog, 2) Embedded Processing and 3) Wireless applrcatrons processors and connectivity products. Revenue increased
34 percent from the prior year. Qperating profit margin was 32 percent, up 13 points. Our strategic position was substantially
~ strengthened with the purchase of discounted wafer manufacturing capacity capable of producing significant additional revenue.
Total shareholder return was 27 percent; in the top quartile as compared to competitors. The Compensation Committee of our
board of directors determined that in total, our performance was well above median. Consistent with this performance, the total
compensatron for our CEO increased 23 percent from the prior year The increase in the CEO S pay came prrmarrly in the form of
bonus for 2010 performance.’
e Our executive’ compensation program is designed to encourage executive officers to pursue strategres that serve the interests of
the company and stockholders, and not to promote ekcessrve risk-taking by our executives. ‘
o 'For example, in awarding bonuses, the Compensation Committee at the end of the year assesses multrple financial metrics,
and considers the company’s strategic position, so as to provide a balanced view of the company’s performance with the
. benefit of hindsight. Morgover, the company’s performance on those measures is assessed on both a relative and absolute
basis, and over a one-year and a three-year period, to provide further context.
o Approximately two-thirds of the executives’ compensation package is comprised of long-term compensatron consisting
of restricted stock units (which do-nof vest until four years after the grant-date) and stock options (which vest in equal
increments over four years and have no value unless the stock price has risen since the grant date).
o The committee believes that in total, its approach encourages executrves to focus on the overall performance of the company
" and aligns management interests with thosé of stockholders.
¢ We believe that our compensation practices are fair and reasonable.
© o Our executive officers do not have employment contracts. They are not guaranteed salary increases or bonus amounts.
o We have not repriced stock options. We do not grant reload options. We grant equity compensation wrth double—trrgger
e change in- -control terms, which accelerate the vesting of grants only if the grantee has been termrnated mvoluntarrly wrthrn a
fimited time-after a change in control of the company.
o Bonus and equity compensation awards are subject to clawback under the committee’s polrcy described on page 70.
o We do not provide excessive perqursrtes Those few we do provide are designed to help executrves remam focused on their
~“work at T or for personal safety. We do not provide tax gross-ups for perquisites.
o We do not guarantee a return or provrde above-market returns on compensatron that has been deferred.”
o Pension benefits are calculated on salary and bonus only; the proceeds earned on equrty or other performance awards are
" not part of the pension calculation.
‘ o " We believe our compensatron program holds our executrve offrcers accountable for the financial and competrtrve
performance of T1.
e The committee’s strategy for setting cash and non-cash compensation is described in the table that follows begrnnrng on
page 63. lts-compensation decisions for the named executive officers for 2010 are discussed on pages 65-70. Benefit programs
in whrch the executrve officers partrcrpate are discussed on pages 70 71. Perqursrtes are discussed on page 71.

1 Please see our annual report on Form 10-K for 2010 for a discussion of our financial condition and results of opérations for 2010.
Total shareholder return refers to the percentage change in the value of a stockholder’s investment in a company over the relevant
time period, as determined by dividends paid and the change in the company’s share price during the period. See page 68. Total
compensation refers to the compensation resulting from the Compensation Committee’s decisions, as shown on page69. For the
Compensation Committee’s assessment of our 2010 performance for purposes of setting the named executive officers’ bonuses,
see pages 67-69 below.
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Compensation philosophy and elements
The Compensation Committee of TI's board of dlrectors is: responsmle for setting the compensation of all Tl executive officers. The'

committee consults with the other independent dlrectors and its compensatlon consultant, Pearl Meyer & Partners before setting annual
compensation for.the executives. The committee chair regularly reports on committee.actions at board meetmgs

The primary goal of the compensation program.is to provide meanmgful incentives that motrvate executive officers to achieve
profitable growth and deliver shareholder value. To achieve this goal, the committee has designed the compensation program to (1) pay
for performance; and (2) deliver rewards in ways that encourage executives to think and act in both the near-term and long-term
interests of our stockholders.

In a cyclical industry such as ours, in which market condltlons and therefore growth and profitability can change quickly, we do not
use pre-set formulas, thresholds or multiples to determine compensatlon awards. The only exception to this is the broad-based profit
sharing program described in the table below.

The primary elements of our executive compensatlon program are as follows:
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Near-term compensation, paid in cash ‘

Element Purpose . Strategy Terms
B
Base salary Basic, least variable form of Pay slightly below market median in Paid twice monthly
compensation R .- order-to-weight total compensation to the

performance-based elements described
. ‘below in this chart.

Profit sharing  Broad-based program designed » .- Pay according to a formula that focuses Payable in a single cash payment

to emphasize that each employee employees:ona company goal, and at a shortly after the end of the

contributes to the company’s .. - tevel that will-affect behavior. Profit sharing performance year

profitability and can share in it - is paid-in addition. to any performance As in recent years, the
bonus awarded for the year. formula for 2010 was:

For the last six years, the formula has  ® Below 10% company-level
been based on-company-level annual annual operating profit as
operating profit margin. The formula was a percentage of revenue
set by the Tl board. The.committee’s - {*Margin”):-no profit sharing
practice has been not to adjust amounts At 10% Margin: profit sharing =

~earned under the formula. ‘ 2% of base salary
R o e ~ * - At Margin above 10%: profit
sharing increases by 0:5% of
base salary for each percentage
point of Margin between 10%
and 24%, and 1% of base
salary for each percentage
point of Margin above 24%. The
maximum profit sharing is 20%
of base salary.
ih 2010, Tl delivered Margln
of 32%. As a result, all eligible -
employees, including executive
~ officers, received profit sharing of
17.3% of base salary
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Element JPurpose L Torms

Performance  To motivate executives and reward

Bonus is set to bring total cash Determined by the committee and
bonus them according to the company’s compensation (base salary, profit sharing  paid in a single payment after the
relative and absolute performance and bonus) to the appropriate level. performance year
and the executive’s individual The appropriate level for total cash is
performance determined primarily on the basis of one-

year and three-year company performance
on certain measures (revenue growth
percent, operating margin and total
shareholder return) as compared to
competitors and on our strategic progress
in key markets and with customers. These
factors have been chosen to reflect our
near-term financial performance as well

as our progress in building long-term
shareholder value.

The committee aims to pay total

- cash compensation appropriately above
median if company performance is above
that of competitors, and pay total cash
compensation appropriately below the
median if company performance is below
competitors.

The committee does not rely on
formulas or performance targets or
thresholds. Instead it uses its judgment
based on its assessment of the factors
described above.

Long-term compensation, awarded in equity

Non-qualified  Alignment with shareholders; long- We grant a combination of NQ stock The terms and conditions of

stock options - term focus; retention, particularly with  options and restricted stock units, stock options and restricted

and restricted  respect to restricted stock units generally targeted at the median level stock units are summarized on

stock units of equity compensation awarded to pages 78-79. The committee’s
executives in similar positions at the grant procedures are described
Comparator Group. on page 70.

Comparator group
The Compensation Committee considers the market level of compensation when setting the salary, bonuses and equity compensation of
the executive officers. The committee targets salary slightly below market median in order to weight total compensation to performance-
based elements. To estimate the market level of pay, the committee uses information provided by its compensation consultant and TI's
Compensation and Benefits organization about compensation paid to executives in similar positions at a peer group of companies (the
“Comparator Group”).

The committee sets the Comparator Group. In general, the Comparator Group companies (1) are U.S.-based, (2) engage in the
semiconductor business or other electronics or information technology activities, (3) have executive positions comparable in complexity
to those of Tl and (4) use forms of executive compensation comparable to TI’s.
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The committee used the following Comparator Group for the compensation decisions it made for 2010 (base salary, equity - :
compensation and bonus): S . :

Analog Devices, Inc. Intel Corporation

Apple Inc.* Motorola, Inc.

Applied Materials, Inc. - NVIDIA Corporation*
Broadcom Corporation** ' Oracle Corporation -

Cisco Systems, Inc. QUALCOMM Incorporated
Computer Sciences Corporation . . Seagate Technology

eBay Inc. ; Tyco Electronics Ltd.

EMC Corporation Yahoo! Inc. _
Emerson Electric Co. Western Digital Corporation
Google Inc. Xerox Corporation

* Removed in J’uly 201 0
** Added in July 2010.

The committee set the Comparator Group in 2009 for the base salary and equity compensation decisions it made in January 2010 and
for the salary decision for Mr. Crutcher in September 2010 (discussed on page 66 below). For a discussion of the factors considered by
the committee, please see page 63 of the company’s 2010 proxy statement. Tl revenue and market capitalization were at approximately
the 40th and 60th percentile, respectively, of the Comparator Group.?

In July 2010, the committee reviewed the Comparator Group in terms of industry, revenue and market capitalization. Based on the
advice of its compensation consultant, it removed Apple Inc. and NVIDIA Corporation (the companies that had, respectively, the highest
and the lowest revenue and market capitalization) and added Broadcom Corporation to increase the overail comparability to Ti of the
Comparator Group. TI's revenue and market capitalization were at approximately the median and the 65th percentile, respectively, of
the Comparator Group set in July 2010. The committee used that Comparator Group for the bonus decisions in January 2011 relating to
2010 performance. ; '

Analysis of compensation determinations for-2010

Total compensation — Before finalizing the compensation of the executive officers, the committee reviewed all elements of compensation.
The information included total cash compensation (salary, profit sharing and projected bonus), the grant date fair value of equity
compensation, the impact that proposed compensation would have on other compensation elements such as pension, and a summary
of benefits that the executives would receive under various termination scenarios. The review enabled the committee to see how
various compensation elements relate to one another and what impact its decisions would have on the total earnings opportunity of

the executives. In assessing the information, the committee did not target a specific level of total compensation or use a formula to
allocate compensation among the various elements. Instead, it used its judgment in assessing whether the total was consistent with the
objectives of the program. Based on this review, the committee determined that the level of compensation was appropriate.

Base salary— The committee set the 2010 rate of base salary for the named executive officers as follows:

Offi

2010 Annual Rate Change from 2008 Annual Rate

M. T emlet .. e e e e

.. .. P .. $990,087 2.8%
MEMArCH & . . . e e e e e e e e e e e e e $530,004 = 14%
MELOWE . . o o e e e e e e e e $575,004 1.5%
Mr.Ritchie . . . . ............. T ST $470,400 5.0% -
MECIULCNEE .« . . o o e e e e e e e e e e $425,040* =

*  Shown is the salary rate set for Mr. Crutcher in September 2010, when he became an executive officer of the company. His earlier
salary was set in accordance with procedures applicable to the company’s non-executive officers. ‘

2 The statements in this paragraph and the paragraph below about revenue and market capitalization reflect the information available to
the committee when it reviewed the Comparator Group in June 2009 and July 2010, respectively. Comparator Group and Tl revenue is
for the four completed fiscal quarters before the review. Market capitalization is as of April 2009 and June 2010, respectively.
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The committee set the 2010 base-salary rate for each of the named executive officers other than Mr. Crutcher in January 2010. In
keeping with its strategy, the committee set the annual base-salary rates to be below the estimated median level of salaries expected to
be paid to similarly situated executives of the Comparator Group in 2010.

Mr. Cruicher was promoted and became an executive officer in September 2010. The commitiee set his salary in connection with
his assuming new responsibilities. The adjustment was consistent with the committee’s strategy as described above.

The salary differences among the named executive officers were driven primarily by the market rate of pay for each officer, and not
the application of a formula designed to maintain a differential between the officers.

Equity compensation — In 2010, the committee awarded equity compensation to each of the named executive officers. The grants are
shown in the grants of plan-based awards in 2010 table on page 75. The grant date fair value of the awards is reflected in that table
and in the “Stock Awards” and “Option Awards” columns of the summary compensation table on page 73. The table below is provided
to assist the reader in comparing the number of shares, grant date fair values and “NQ Equivalent” levels for each of the years shown
in the summary compensation table. NQ Equivalents are calculated by treating each restricted stock unit as 3 NQ Equivalents and each
option share as 1 NQ Equivalent. This 3:1 ratio approximates the relative accounting expense of grantmg one restricted stock unit as
compared with an option for one share.

) Restricted
Stock Options Stock Units Grant Date

Oﬂlcer '

Mr. Templeton . . 2010 $7.715,066

540,000 180,000 1,080,000
2009 664,461 221,487 1328922  $6,919,254
! . 2008 270,000 150,000 720000  $6,866,100
Mr.March .. ......... e 2010 161,250 53,751 - 322503  $2,303,828
: : 2009 - 190,000 . 63334 380,000  $1978,543
SR : : 2008 85000 . 35000 190,000  §$1,797,450
MELOWE. © o voe e oo 2010 277,500 92,501 555,003  $3,964,709
2009 280,000 93,334 560,000  $2915743
2008 100,000 60,000 280,000  $2,675,400
Mr. Ritchie . . . . . ... e P 2010 187,500 62,501 375003  $2,678,865
' ‘ 2009 250,000 83,334 500,000  $2,603,343
o ‘ 2008 . 100,000 50,000 250,000  $2,377,500
Mr. Crutcher . . . . . e 2010 — 100,000* - 300,000  $2,498,000*

* See notes 3and 4 tov’the sUmmary comperisyatic‘)n,tabl'e on page 73 for information on how grant date fair'\ial‘ue was calculated.

** Shown is the award made-to Mr. Crutcher in September 2010, when he became-an executive officer. The grants that he received
before he became an executive officer, which were made under procedures applicable to non-executive officers, are reflected in the
tables on pages 75-77.

For each of the' named executive officers other than Mr. Crutcher, the committee made the awards shown above in January 2010. The
committee’s objective was to award.to those officers equity compensation that had a grant date fair value at approximately the median
market level, in this case the 40th to 60th percentile of the 3-year average of equity compensation (including an estimate of amounts
for 2010) granted by the Comparater Group.

In assessing the market level, the committee considered information presented by Ti's Compensation and Benefits organization
(prepared using data provided by the committee’s compensation consultant) on the estimated value of the awards expected to be
granted by the Comparator Group to similarly situated executives. The award value was estimated usung the same methodology used for
financial accounting.

For each officer, the committee set a number of NQ Equivalents to achieve the desired grant value. The committee decided to
allocate the NQ Equivalents for each officer equally between restricted stock units and options to give equal emphasis to promoting
retention, motivating the executive and aligning his interests with those of stockholders.

Before approving the grants, the commitiee reviewed the amount of unvested equity compensation held by the officers to assess
its retention value. In maklng this assessment, the committee used its judgment and did not apply any formula, threshold or maximum.
This review did not result in an increase or decrease of the awards from the levels described above.
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The exercise price of the options was the closing price of Tl stock on January 28, 2010, the third trading day after the company
released its annual and fourth quarter financial results for 2009. All grants were made under the 2009 Texas Instruments Long-Term
Incentive Plan (the “2009 Plan”), which stockholders approved in April 2009. All grants have the terms described on page 78.

The differences in the equity awards among the named executive officers were primarily the result of differences in the applicable
estimated market level of equity compensation for their positions, and not the application of any formula designed to maintain
differentials between the officers.

For Mr. Crutcher, the committee awarded restncted stock units in September 2010, in connectlon W|th his assuming new job
responsibilities. The award was intended to increase the retention value of his outstanding equity compensation. In setting the award
level, the committee used its judgment and did not apply any formula or target. The award, which was made under the 2009 Plan, has
the terms described on pages 78-79.
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Bonus — in January 2011, the committee set the 2010 bonus compensation for executive officers based on its assessment of 2010
performance. In setting the bonuses, the committee used the following performance measures to assess the company:
* The relative one-year and three-year performance of Tl as compared with competitor companies, as measured by
o revenue growth,
o operating profit as a percentage of revenue,
o total shareholder return; and
o The absolute one-year and three-year performance of Tl on the above measures.

In addition, the committee considered our “strategic progress by reviewing how competitive we are in key markets W|th our core
products and technologies, as well as the strength of our relationships with key customers. '

One-year relative performance on the three measures and one-year strategic progress were the pnmary considerations in the
committee’s assessment of the company’s 2010 performance. In assessing performance, the committee did not use formulas,
threshoids or multiples. Because market conditions can quickly change in our industry, thresholds established at the beginning of a
year could prove irrelevant by year-end. The committee believes its approach, which assesses the company’s relative performance
in hindsight after year-end, gives it the insight to most effectively and critically judge results and encouraged executives to pursue
strategies that serve the long-term interests of the company and its shareholders.

In the comparison of relative performance, the committee used the following companles {the “competltor compames”)

Advanced Micro Devices, Inc. ’ LSI Logic Corporation

Altera Corporation - Marvell Technology Group Lid.
Analog Devices, Inc. , Maxim Integrated Products, Inc.
Broadcom Corporation ' ‘ Microchip Technology Incorporated
Fairchild Semiconductor International, Inc. National Semiconductor Corporation
Infineon Technologies AG NVIDIA Corporation '
"Intel Corporation : ON Semiconductor Corporation
Intersil Corporation QUALCOMM Incorporated

‘Linear Technology Corporation STMicroelectronics N.V.

' Xilinx, Inc.

These companies include both broad-based and niche suppliers that operate in our key markets or offer technology that competes

with our products. The committee considers annually whether the list is still appropriate in terms of revenue, market capitalization and
changes in business activities of the companies. In July 2010, the committee decided to remove Conexant Systems, Inc. because of its
relatively low revenue and market capitalization as compared to TI. The removal of Conexant was the first change to this list since 2007.

Assessment of 2010 Performance

The committee spent extensive time in December and January assessing Tl's results and strategic progress for 2010. The commlttee
considered both quantitative and qualitative data, and it applied judgment in its assessment. Overall, the committee determined that =
Tl’s absolute performance was significantly better than the prior year, and that its relative performance surpassed most competitors
listed in the table above as evidenced by strong revenue growth, record profitability, and total shareholder return of 27 percent. The
committee also noted substantial expansions of manufacturing capacity and product portfolios as important actions that strengthened
the company’s strategic foundation and competitive position.

3 To the extent the companies had not released financial results for the year or most recent quarter, the committee based its
evaluation on estimates and projections of the companies’ financial results for 2010.
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The committee set the named executive officers’ total cash compensation to be commensurate with this improved relative and absolute
performance. As a result, total cash compensation for the officers was generally about 50 percent higher as compared to 2009.
Below are details of the committee’s performance assessment.

Revenue and margin

Revenue increased 34 percent, which was about the median rate of the competltor companies. Excluding the $1.7 billion
in revenue from wireless digital basebands, a product line for which Tl has a publicly stated exit plan, revenue growth was
41 percent, well above median as compared with competitors. Revenue growth in the company’s core businesses of Analog and

[Embedded Processing was 42 percent and 41 percent, respectively. Revenue growth resulted in market share gains in all major

geographical regions and in all major businesses (excluding the baseband product line noted above).

Operating profit was $4.5 billion and operating margin was 32 percent. Both were new records for Tl and placed the company
well above median as compared with competitors. Return on invested capital was 31 percent.

Three-year metrics were 0.3 percent compounded annual revenue growth and 23.6 percent average operating profit margin,
below and-above the median respectively as compared with competitor companies.

Total shareholder return (“TSR”)

TSR increased 27 percent, in the top quartile of competitor comparisons.

The company returned cash to stockholders through stock repurchases of $2.5 billion, reducing outstanding shares by 6 percent.
The company also increased the quarterly dividend rate by 8 percent, the eighth increase in seven years.

Even accounting for the above stock repurchases and dividend increases, the balance sheet remained robust, ending the year
with cash and short-term investments of almost $3.1 billion.

Three-year TSR was 1 percent, below the median of competitor comparisons.

Strategic progress

REVENUE QEOWHN . . » » » o v v v v e e e e e e e e e %  0.3% CAGR

The company accelerated additions to its Analog wafer fabrication capacity, contmumg to purchase equipment at steep
discounts compared to its original cost. Together with 2009 purchases, the additions are capable of generating at least $5 billion
more in annual sales once fully operational and loaded. As a result, Tl has a large and cost-competitive base of capacity from
which to serve customers and expand market share. ' '

Tl launched more than 900 new semiconductor products, including almost 400 new microcontroller products that expanded

the breadth of the company’s Embedded Processing portfolio at the low and high end of the performance range. These
microcontrollers are especially important in Ti’s ability to continue gaining share in the large Embedded Processing market.

The company opened its first semiconductor manufacturing plant in China, the world’s largest semiconductor market, and
expanded its sales force and product offerings there. TI’s market share in China increased for the second consecutive year.

In summarizing strategic progress for 2010, the committee noted that Tl is focused on segments of the semiconductor market
that have long-term growth potential thanks to the many and increasing number of electronic systems that now require Analog
and Embedded Processing technology. Further, the committee concluded TU’s strategy, products and manufacturing capacity
give the company a sustainable advantage over competitors, and as evidence noted that TP's core businesses of Analog and
Embedded Processing plus its non-baseband WIreIess operations had collectively outgrown the market by 17 percentage points
on a normalized annual basis since the third quarter of 2008 (the peak quarter prior fo the 2008-2009 recession).

Performance Summary

Operating margin . . . . . . . . . . e 32% 24% average
Return oninvested capital ROIC) . . . . . . . . .. . . . e 31% 22% average
Quarterly dividend growth . . ... .. ... ... .. .. e e e 8% ~ 27T%

Total shareholderreturn (TSR) . . . . . .. .. ... .. S 27% 1% CAGR

CAGR = cdmpound annual growth rate

ROIC =

operating margin x (1 — tax rate) / (assets — non-debt liabilities)

One-year TSR % = (adjusted closing price of the company’s stock at year-end 2010, divided by 2009 year-end adjusted closing price)

minus 1. The adjusted closing price is as shown under Historical Prices for the company’s stock on Yahoo! Finance
and reflects stock splits and remvestment of dividends.

Three-year TSR CAGR % = (adjusted closing price of the company’s stock at year-end 2010, divided by 2007 year-end adjusted closing price)

minus 1. Adjusted closing price is as described above.
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Before setting the bonuses for the named executive officers, the committee considered the officers’ individual performance. The
performance of the CEO was judged according to the performance of the company. For the other officers, the committee considered the
factors described below in assessing individual performance. in making this assessment, the committee did not apply any formula or

performance targets.

Mr. March is the chief financial officer. The committee noted the financial management of the company.

Mr. Lowe is responsible for the company’s analog semiconductor product lines. The committee noted the financial performance of
those product lines, including the company’s analog market share, and the position of the operations strategically and with customers.

Mr. Ritchie is responsible for the company’s semiconductor manufacturing operations. The committee noted the performance of

those operations, including their cost-competitiveness and inventory management.

Mr. Crutcher is responsible for the company’s embedded processing and custom product lines. The committee noted the financial
performance and strategic position of the product lines, including the microcontroller product line for which he was responsible before

his promotion in September 2010.

The bonuses awarded for 2010 performance are shown in the table below. The differences in the amounts awarded to the named
executive officers were primarily the result of differences in the officers’ level of responsibility and the applicable market level of total
cash compensation expected to be paid to similarly situated officers in the Comparator Group. The bonus of each named executive
officer was paid under the Executive Officer Performance Plan described on pages 72 and 75.

Results of the compensation decisions —Results of the compensation decisions made by the committee relating to the named executive
officers for 2010 are summarized in the following table. In the case of Mr. Crutcher, the compensation received after he became an
executive officer in September 2010 is shown. This table is provided as a supplement to the summary compensation table on page 73
for investors who may find it useful to see the data presented in this form. Although the committee does not target a specific level of
total compensation, it considers information similar to that in the table to ensure that the sum of these elements is, in its judgment, in a
reasonable range. The principal differences between this table and the summary compensation table are explained in footnote 4 below.*

Salary -
OfiCer e ———————C sl Rate)
Mr.Templeton . ... ........ 2010  $990,087

2009  $963,120
2008  $963,120

Mr.March . ............. 2010  $530,004
2009  $465,000

2008  $465,000

MrLowe.............. . 2010  $575,004
2009  $535,020
2008  $535,020

Mr.Ritchie . .. ... ..... ... 12010 $470,400
2009  $448,080
2008  $448,080

Mr.Crutcher . .. ... ...... “ 2010 $425,040

Jrrofit Sharing

$171,004
$ 63,084
$ 64,853

$ 90,858
$ 30,458
$ 31,219

$ 99,014
$ 35,044
$ 35,945

$ 81,151
$ 29,349
$ 30,172

$ 62,508

' ... Bonus

$1,725,000
$1,500,000

$ 975,000
$ 575,000
$ 425,000

$1,350,000
$ 775,000
$ 730,000

$1,100,000
$ 600,000
$ 520,000

$ 750,000

Equity Compensation
(Gran Da ai aIu)

$7,715,066
$6,919,254
$6,866,100

$2,303,828
$1,978,543
$1,797,450

$3,964,709
$2,915,743

$2,675,400

$2,678,865

$2,603,343

$2,377,500

$2,498,000

Total

$11,876,247
$ 9,670,458
$ 9,394,073

$ 3,899,690
$ 3,049,001
$ 2,718,669

$ 5,988,727
$ 4,260,807
$ 3,976,365

$ 4,330,416

$ 3,680,772
$ 3,375,752

© § 3,735,548

For Mr. Templeton, the “Total” shown in this table is'higher for 2010 than for 2009 primarily due to the higher bonus paid to him
for 2010 performance. For Mr. Lowe, the “Total” is higher for 2010 primarily due to the higher grant date fair value of his equity
compensation. For the other named executive officers, the “Total” was higher for 2010 primarily due to their higher bonus or a

combination of higher bonus and the higher grant date fair value of their equity. compensation.

4 This table shows the annual rate of base salary as set by the committee (effective in September 2010 for Mr. Crutcher, and in
February 2010 for the other officers). In the summary compensation table, the “Salary” column shows the actual salary paid in the
year. This table has separate columns for profit sharing and bonus. In the summary compensation table, profit sharing and bonus
are aggregated in the column for “Non-Equity Incentive Plan Compensation,” in accordance with SEC requirements. The summary
compensation table shows the grant date fair value of equity compensation awarded in the year. This table shows the grant date
fair value of all equity compensation awarded in the year for all named executive officers except Mr. Crutcher, for whom the value
shown is the grant date fair value of equity compensation received after he became an executive officer. Please see notes 3 and 4
to the summary compensation table for information about how grant date fair value was calculated.
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The compensation decisions shown above resulted in the following 2010 compensation mix for the named executive officers:

CEQ Other NEOs*
8% 23% 11%
25% %1 5.
43333331V 4
o5 (GASAEZY. 111111111 2 (MMRRSREY -
65% 64%

[[[[l Base Salary Equity Compensaﬁon . Profit Sharing @ Bonus |

*Average data for the named executive offlcers other than Mr. Templeton. Totals may not equal
100 percent, due to rounding. )

Equity dllutlo

The Compensa’uon Committee’s goal is to keep net annual dilution from equﬂy compensation under 2 percent “Net annual dilution”
means the number of shares under equity awards granted by the committee each year to all employees (net of award forfeitures)
as a percentage of the shares of the company’s outstanding common stock. Equity awards granted in 2010 under the company’s
equity-compensation program resulted in O percent net annual dilution.

Pracess for equity grants ,

The Compensation Committee makes grant decisions for equity compensation at its January meeting each year. The dates on which
these meetings occur are generally set three years in advance. The January meetings of the board and the committee generally oceur in
the week or two before we announce our financial results for the previous quarter and year.

On occasion, the committee may grant stock options or restricted stock units to executives at times other than January. For
example, it has done so in connection with job promotions and for purposes of retention.

~We do not back-date stock options or restricted stock units. We do not accelerate or delay the release of information due to plans
for making equity grants.

Under the committee’s policy, if the committee meeting falls in the same month as the release of the company’s financial results,
the grants approved at the meeting will be made effective on the later of (i) the meeting day or (ii) the third trading day after the release
of results. Otherwise they will be made effective on the day.of committee action. The exercise price of stock options is the closing price
of Tl stock on the effective date of the grant.

Recoupment policy

The committee has a policy concerning recoupment (“clawback”) of executive bonuses and equity compensation. Under the policy, in
the event of a material restatement of TI’s financial results due to misconduct, the committee will review the facts and circumstances
and take the actions it considers appropriate with respect to the compensation of any executive officer whose fraud or willful
misconduct contributed to the need for such restatement. Such action may include (a) seeking reimbursement of any bonus paid to
such officer exceeding the amount that, in the judgment of the committee, would have been paid had the financial results been properly
reported and (b) seeking to recover profits received by such officer during the twelve months after the restated period under equity
compensation awards. All determinations by the committee with respect to this policy are final and binding on all interested parties.

Benefits B

Reflecting the company’s culture of respect and value for all employees, the financial and health benefits received by executive officers
are the same as those received by other U.S. employees except for the few benefits described under the sub-heading Other Benefits in
the last paragraph of this section.
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Retirement plans ‘
The executive officers participate in our retirement plans under the same rules that apply to other U S. employees We maintain these
plans to-have a competitive benefits program and for retention.

Like other established U.S. manufacturers, we have had a U.S. qualified deflned benefit pension plan for many years. At its origin,
the plan was designed to be consistent with those offered by other employers in the diverse markets in which we operated, which at
the time included consumer and defense electronics as well as semiconductors and materials products. In order to limit the cost of the
plan, we closed the plan to new:participants in 1997. We gave U.S. employees-as of November 1997 the choice to remain in the plan,
or to have their plan benefits frozen (i.e., no benefit increase attributable to years of service or change in eligible earnings) and begin
participating in an enhanced defined:contribution plan. Mr. Templeton and Mr. Crutcher-chose not to remain in the defined benefit pian.
As a result, their benefits under that plan were frozen in 1997 and they participate in the enhanced defined contribution plan. The other
named executive officers:have continued their participation in the defined benefit pension plan.

The Internal Revenue Code (IRC).imposes certain limits on-the: retirement. benefits that may be provided under a qualified plan. To
maintain the desired level of benefits, we have non-qualified-defined benefit pension plans for participants in the qualified pension plan.
Under the non-qualified plans, participants receive benefits that would ordinarily be paid under the qualified pension plan but for the
limitations under the IRC. For additional information about the defined benefit plans, please see pages 80-81.

Employees accruing benefits in the qualified pension plan, including the named executive officers other than Mr. Templeton and
Mr. Crutcher, also are eligible to participate in a qualified defined contribution plan that provides employer matching contributions. The
enhanced defined contribution plan, in which Mr. Templeton and Mr. Crutcher parhcrpate provides. for a fixed employer contribution plus
an employer matching contribution.

Because henefits under the qualified and non-qualified defined’ beneflt pension plans are calculated on the basrs of eligible earnlngs
(salary and bonus), an increase in salary or bonus may result in anincrease in benefits under the plans. Salary or bonus increases for
Mr. Templeton and Mr. Crutcher do not result in greater benefits for them under the company’s defined benefit pension plans because
their benefits under those plans were frozen in 1997. The committee conS|ders the potentlal effect on the executlves retirement
benefits when |t sets salary and performance bonus ievels. SRS

Deferred compensat/on

Any U.S. employee whose base salary and management responsublllty exceed a certaln level may defer the recelpt ofa portlon of

his or her.salary, bonus and proflt sharing. Rules of the U. S. Department of Labor require that this plan be limited to a select group of
management or highly-compensated employees. The plan allows employees to defer the receipt of their compensation in a tax-efficient
manner. Ellglble employees include, but are not limited to, the executive othcers We have the plan to be competitive with the beneflts
packages offered by other companies.

Deferred compensation account balances are unsecured and all amounts remaln part of the company 'S operatmg assets. The value
of the deferred amounts tracks the performance of investment alternatives selected by the participant. These alternatives are a subset
of those offered to participants in the defined contribution pians described above. The company does not guarantee any minimum
return on the amounts deferred. In accordance with SEC rules, no earnings on deferred compensation are shown in the summary
compensation table on page 73 for 2010 because no “above market” rates were earned on deferred amounts in 2010.

Employee stock purchase plan

Our stockholders approved the Tl Employees 2005 Stock Purchase Plan i in April 2005. Under the plan, all employees inthe U.S. and’
certain other countries may purchase a limited number of shares of the company’s common stock ata 15 percent discount. The plan is
desrgned 1o offer the broad-based employee population an opportunity to acquire an eqmty interest in the company and thereby align
their interests with those of stockholders. Consistent with our general approach to benefit programs, executive officers are also eligible
to participate.

Health-related benefits
Executive officers are eligible under the same plans as all other U.S. employees for medical, dental, vision, disability and life insurance.
These benefits are intended to be competitive with benefits offered in the semiconductor industry.

Other benefits

Executive officers receive only a few benefits that are not available to all other U.S. employees. Specifically, we promote sustained

good health by providing a company-paid physical for each executive officer, and we encourage effective long-term financial planning
by providing financial counseling up to $8,000 per year for the CEO and $7,000 per year for the other executive officers. The board of
directors has determined that for security reasons, it is in the company’s interest to require the GEO to use company aircraft for personal
air travel. The company provides no tax gross-ups for perquisites to any of the executive officers.

PROXY
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Compensation following employment termination or change in control

None of the executive officers has an employment contract. Executive officers are eligible for benefits.on the same terms as other U.S.
employees upon termination of employment or a change in control of the company. The current programs are described under the
heading Potential Payments upon Termination or Change in Control beginning on page 82. None of the few additional benefits that the
executive officers receive continue after termination of employment, except the-amount described above for financial counseling is
provided in the following year in the event of retirement. The committee reviews the potential impact of these programs before finalizing
the annual compensation for the named executive officers. The committee did not raise or lower compensation for 2010 based on

this review.

The Texas Instruments 2009 Long-Term.Incentive Plan generally establishes double tngger change-in-control terms for grants
made in 2010 and later years. Under those terms, options become fully exercisable and shares are issued under restricted stock unit
awards (to the extent permitted by Section 409A of the IRC) if the grantee is involuntarily terminated within 24 months after a change
in control of T1. These terms are intended to encourage employees to remain with the company through a transaction while reducing
employee uncertainty and distraction in the period leading up to any such event.

Stock ownership guidelines and pollcy against hedging
Our board of directors has established stock ownership guidelines for executive officers. The guideline for the CEO is four tlmes base
salary or 125,000 shares, whichever is less. The guideline for other.executive officers is three times base salary or 25,000 shares,
whichever is less. Executive officers have five years from their election as executive officers to reach these targets. Directly owned -
shares and restricted stock units count toward satisfying the guidelines.

Short sales of Tl stock by our executive officers are prohibited. It is against Tl policy for any employee, including an executive officer,
to engage.in trading in “puts” (options to sell at a fixed price on or before a certain date), “calls” (similar optlons to buy) or other opt|ons
or hedging techniques on Tl stock.

Consideration of tax and accounting treatment of compensatlo

Section 162(m) of the IRC generally denies a deduction to any publicly held corporation for compensatlon paid in a taxable year to

the company’s CEQ and four other highest compensated officers to the extent that the officer’s compensation (other than qualified
performance-based compensation) exceeds $1 million. The Compensation Committee considers the impact of this deductibility fimit
on the compensation that it intends to award. The committee exercises its discretion to award compensation that does not meet the
requirements of Section 162(m) when applying the limits of Section 162(m) would frustrate or be inconsistent with our compensation
policies and/or when the value of the foregone deduction would not be material. The committee has exercised this discretion when
awarding restricted stock units that vest over time, without performance conditions to vesting. The committee believes it isin the best
interest of the company and its stockholders that restricted stock unit awards provide for the retentlon of our executive officers in all
market conditions:

The Texas Instruments Executive Officer Performance Plan is intended to ensure that performance bonuses under the-plan are -
fully tax deductible under Section 162(m). The plan, which stockholders approved in 2002, is described on page 75. The committee’s
general policy is to award bonuses within the plan, although the committee reserves the discretion-to pay a bonus outside the plan if it
determines that it is in our stockholders’ best interest to do so. The committee set the bonuses of the named executive officers for 2010
performance at the levels described on page 69. The bonuses were awarded within the plan. o

When setting equity compensation, the committee considers the estimated cost for financial reporting purposes of equity
compensation it intends to grant. Its consideration of the estimated cost of grants made in 2010 is discussed on pages 66-67 above.
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Compensation Committee report

The Compensation Committee of the board of directors has furnished the following report: ;
The committee has reviewed and discussed the Compensation Discussion and Analysis (CD&A) with the company’s management.

Based on that review and discussion, the committee has recommended to the board of directors that the CD&A be included in the

company’s Annual Report on Form 10-K for 2010 and the company’s proxy statement for the 2011 annual meeting of stockholders.
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Carrie S. Cox, Chair David.R. Goode Stephen P. MacMillan

2010 summary compensation table

The table below shows the compensation of the company’s chief executive officer, chief financial officer and each of the other three
most highly compensated individuals who were executive officers during 2010 (collectively called the “named executive officers”) for
services in all capacities to the company in 2010. For a discussion of the amount of a named executive officer’s salary and bonus in
proportion to his total compensation, please see the Compensation Discussion and Analysis on pages 62-72.

Change in
Pension Value
and
Non-Equity Non-qualified
Stock Option  Incentive Plan  Deferred All Other
Name and Principal Salary  Bonus Awards Awards  Compensation Compensation Compensation
L — L O I R ) N ) =1 1 [/ —_ 1 -
Richard K. Templeton . 2010 $987,840 — $4,149,000 $3,566,066 $3,171,094 $ 98,899  $240,521 $12,213,420
Chairman, President 2009 $963,120 — $3,311,231 $3,608,023 $1,788,084 $ 49,566 $145,633 $ 9,865,657
& Chief Executive Officer - 2008 $960,780 — $4,468,500 $2,397,600 $1,564,853 $ 36,592 $231,857 $ 9,660,182
KevinP.March . . . .. ... 2010 $524,587 — $1,238,961 $1,064,867 $1,065,858 $558,705 § 19,995 §$ 4,472,973
Senior Vice President 2009 $465,000 — $ 946,843 $1,031,700 $ 605,458 $327,928 §$ 20,646 $ 3,397,575
& Chief Financial Officer 2008 $462,500 — $1,042,650 $ 754,800 $ 456,219 $385,214 $ 31,477 $ 3,132,860
GreggA.Lowe . . . .. ... 2010 $571,672 — $2,132,148 $1,832,561 $1,449,014 $596,660 $ 15927 $ 6,597,982
Senior Vice President 2009 $535,020° — $1,395,343 $1,520,400 $ 810,044 $378,384 $ 15,693 $ 4,654,884
2008 $532,520 — $1,787,400 $ 888,000 $ 765,945 $429,163 ~ § 89,471 §$ 4,492,499 _
BrianT. Crutcher (1) . . ... 2010 $360,903 — $3,650,500 $ 990,574 $ 812508 $ 402 $ 30,468 $ 5,845,355
Senior Vice President
Kevin J. Ritchie . . . .. .. 2010 $468,540 — $1,440,648 $1,238,217 $1,181,151 $630,532 $ 13,520 $ 4,972,608
Senior Vice President 2009 $448,080 — $1,245843 $1,357,500 $ 629,349 $418,897 §$ 11,506 $ 4,111,175
2008 $446,990 — $1,489,500 $ 888,000 $ 550,172 $540,851 $ 16,836 $ 3,932,349

(1) Mr. Crutcher became an executive officer in September 2010. Compensation shown is for the full year.

(2) Performance bonuses for 2010 were paid under the Texas Instruments Executive Officer Performance Plan. In accordance with SEC
requirements, these amounts are reported in the Non-Equity Incentive Plan Compensation column.

(3) Shown is the aggregate grant date fair value of restricted stock unit awards calculated in accordance with ASC 718. The discussion
of the assumptions used for purposes of the valuation of the awards granted in 2010 appears on pages 11-14 of Exhibit 13 to Ti's
annual report on Form 10-K for the year ended December 31, 2010. For a description of these grant terms, please see pages 78-79.
The discussion of the assumptions used for purposes of the valuation of the awards granted in 2009 and 2008 appears respectively
in Exhibit 13 to TI's annual report on Form 10-K for the year ended December 31, 2009 (pages 12-15) and to TI's annual report on
Form 10-K for the year ended December 31, 2008 (pages 12-15).

(4} Shown is the aggregate grant date fair value of options calculated in accordance with ASC 718. The discussion of the assumptions
used for purposes of the valuation of options granted in 2010 appears on pages 11-14 of Exhibit 13 to TI’s annual report on Form
10-K for the year ended December 31, 2010. For a description of these grant terms, please see pages 78-79. The discussion of the
assumptions used for purposes of the valuation of the awards granted in 2009 and 2008 appears respectively in Exhibit 13 to TI's
annual report on Form 10-K for the year ended December 31, 2009 (pages 12-15) and to Ti’s annual report on Form 10-K for the

year ended December 31, 2008 (pages 12-15).
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(5) Consists of performance bonus and profit sharing for 2010. Please see page 69 of the Compensation Discussion and Analysis for
the amounts of bonus and profit sharing paid to each of the named executrve officers for 2010.

(6) The company does not.pay above-market earnings on deferred compensation. Therefore no amounts are reported in this column
for deferred compensation. The amounts in this column represent the change in the actuarial value of the named executive ,
officers’ benefits under the qualified defined benefit pension plan (TI Employees Pension Plan) and the non- qualified defined benefit
pension plans (TI Employees Non- Qualified Pension Plan and T Employees Non-Qualified Pension Ptan Il) from December 31, 2009,
through December 31, 2010. This “change in the actuarial value” is the difference between the 2009 and 2010 present value of
the pension benefit accumulated as of year-end by the named executive officer, assuming that benefit is not paid until age 65.
Messrs. Templeton and Crutcher’s benefits under the company’s pension plans were frozen as of December 31, 1997.

(7) Inthe interest of transparency, the value of perquisites and other personal benefits is provided in this column even if the amount
is less than the reporting threshold established by the SEC. The table below shows the value of perquisites and other benefits
for 2010.

Defined
Contribution Unused Personal Use -
401 (k) Retirement Vacatron of Company Financial Executive
R K Templeton L : $250 $9,800 $60,957 $47 786 $111,204 $8,000 $2,524
KPMarch. .............. $250 $4,900 - N/A $10,328 — $ 839 $3,678
G.A.Lowe . . ... P . $250 $4,900 , N/A — $ 6,353 $2,354 $2,070
B.T.Crutcher . ............ $250 '$9,800 $20,418 — — — -
K.J.Ritchie . ............ . $250 $4 900 N/A $ 6,721 — $1,649 C—

(a) Consists of (i) contributions under the company’s enhanced deflned contribution retirement plan of $4,900, and (i) an additional
amount of $56,057 for Mr. Templeton and $15,518 for Mr. Crutcher accrued by Tl to offset IRC limitations on amounts that could
be contributed to the enhanced defined contribution retlrement plan, WhICh amount is also shown in the Non-qualified Deferred
_Compensation table on page 81.

(b) Represents payments for unused vacation time that could not be carried forward.

(c) The board of directors has determined that for security reasons, it is in TI's interest to require the chief executive officer to use the
company aircraft for.personal air travel. The amount shown for Mr. Templeton is the incremental cost of his personal use of aircraft.
We valued this incremental cost using a method that takes into account: landing, parking and flight planning services expenses;
crew travel expenses; supplies and catering expenses; aircraft fuel and oil expenses per hour of flight; communications costs; a
portion of ongoing maintenance; and any customs, foreign permit and similar fees. Because company aircraft are primarily used

.. for business travel, this methodology excludes the fixed costs, which do not change based on usage, such as pilots’ salaries and

the lease cost of the company aircraft. The amount shown for Mr. Lowe was valued using the same methodology. Under SEC rules,
Mr. Lowe is deemed to have received a personal benefit in 2010, because corporate aircraft incurred additional mileage in picking
him up from, or delivering him to, his home outside Dallas in connection with some of his business trips.
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Grants of plan-based awards in 2010

The following table shows the grants of plan-based awards to the named executive officers in 2010.

All Other Al Other
Stock Option Exercise
Awards:  Awards: or Base
Number of Number of Price of Grant Date
Shares of Securities  Option Fair Value

Estimated Possible Payouts  Estimated Future Payouts
under Non-Equity Incentive under Equity Incentive
Plan Awards Plan Awards

Date of Stock or Underlying Awards of Stock
Grant Committee Threshold Target Maximum Threshold Target Maximum Units Options ($/sh) and Option
Name __ Date Acion (9 8  © o @ @2 (#)E) @ Awards (5)

Templeton . 1/28/10 (1). 1/21/10 * * * — —_ = 540,000 $23.05 $3 566,066
1/28/10 (1) - 1/21/10 180,000 ' $4,149,000
March . . . 1/28/10 (1) 1/21/10 * o * — — == 7 7 161,250 $23.05 $1,064,867
1/28/10 (1) 1/2110 . : : . 53,751 $1,238,961
Lowe ... 1/28/10(1) 1/21/10 - -* * * — — - 277,500 $23.05 $1,832,561
1/28/10 (1) 1/21/10 - 92,501 $2,132,148
Crutcher . . 9/16/10 9/16/10 - 100,000 $2,498,000
1/28/10 (1) 1/21110 ot * — — — 150,000 $23.05 $ 990,574
1/28/10 (1) 1/2110 ‘ ' 50,000 $1,152,500
Ritchie . . . 1/28/10 (1) 1/21/10 * * * — — — 187,500 $23.05 $1,238,217
1/28/10 (1) 1/21/10 » 62,501 $1,440,648

*

Tl did not use formulas or pre-set thresholds or multiples to determine incentive awards. Under the terms of the Executive
Officer Performance Plan, each named executive officer is eligible to receive a cash bonus equal to 0.5 percent of the company’s
consolidated income (as defined in the plan). Howevert, the Compensation Committee has the dlscretlon to set bonuses at a lower
level if it decides it is appropriate to do so. The committee decided to do so for 2010.

{1) In accordance with the grant policy of the Compensatlon Committee of the board (described on page 70), thé grants became
effective on the third trading day after the company released its financial results for the fourth quarter and year 2009. The company
released these resuilts on January 25, 2010.

{(2) The stock awards granted to the named executlve officers in 2010 were RSU awards. These awards were made under the
company’s 2009 Long-Term Incentive Plan. For mformatlon on the terms and conditions of these RSU awards, please see the
discussion beginning on page 78. ‘

(3) The options were granted under the company’s 2009 Long-Term Incentive Plan. For information on the terms and conditions of
these options, please see the discussion on page 78.

(4) The exercise price of the options is the closing price of TI common stock on January 28, 2010.

(5) Shown is the aggregate grant date fair value computed in accordance with ASC 718 for stock and option awards in 2010. The
discussion of the assumptions used for purposes of the valuation appears on pages 11-14 of Exhibit 13 to TI’s annual report on
Form 10-K for the year ended December 31, 2010,

None of the options or other equity awards granted to the named executive officers was repriced or modified by the company.

For additional information regarding TI's equity compensation grant practices, please see the Compensation Discussion and Analysis
on pages 64, 66-67 and 70.
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Outstanding equity awards at fiscal year-end 2010

[/
-4
4 The following table shows the outstanding equity awards for each of the:named executive officers as of December 31, 2010.
mo
ﬁ i Option Awards Stock Awards
5 Equuty
Incentive Equity
Equity _ Plan Incentive
Incentive i . Awards:  Plan Awards:
Plan . . o : Number of  Market or
Awards: } Unearned Payout Value
Number of Numberof =~ Number of ' : ‘ Market Value Shares,  of Unearned
Securities Securities Securities ) Number of of Shares or Unitsor  Shares, Units
Underlying  Underlying  Underlying Shares or Units of Stock Other or Other
Unexercised Unexercised Unexercised Option Option Units of Stock  That Have Not Rights That Rights That

Unearned Exercise Expiration  That Have Not Vested  Have Not Have Not

Options (#)  Options (#)
Is e (s

R.KTempleton. .  — 540,000

(2 —  $23.05 1/28/2020 180,000 (6) $5,850,000 . — —

166,115 498,346 (3) —  $14.95 1/29/2019 221,487 (7) $7,198,328  — —
135,000 135000(4) —  $29.79 1/25/2018 150,000 (8) $4,875000 — —
202,500 67,500 (5) —  $28.32 1/18/2017 150,000(9) $4,875000 — —
350,000 — —  $32.55 1/19/2016 — - - —
500,000 — —  $21.55 1/20/2015 — — = —
700,000 — —  $32.39  1/14/2014 — — - —
. 375,000 — —  $16.25- 2/20/2013 —_ T — —
625,000 —  —  $16.11 1/15/2013 . — — - —
625,000 — —  $26.50 1/16/2012 — S — —
210,000 — - —  $31.30 11/29/2011 . — - = —
325,000 — —  $50.38 1/17/2011 — = = —
KPMarch. ...  — 161,250(2) —  $23.05 1/28/2020 53,751(6) $1,746,908 — T
47500 142,500(3) —  $14.95 1/29/2019 63,334(7) $2,058,355 — —

© 42500 42500(4) —  $29.79 1/25/2018 35,000 (8) -$1,137,500 < — g
63,750 21,250 (5) = — - $28.32 1/18/2017- 35,000(9) $1,137,500 — -
85,000 — —  $32.55 1/19/2016 — RN pp—
80,000 — —.  $2155 1/20/2015. - = — L — - —
120,000 — —  $3239 1/14/2014 = — - —
60,000 — —  $16.25 2/20/2013 — - - =
30,000 — —  $16.11  1/15/2013 — B R— o
12,700 — - —  $3513 7/31/2011 . S — S
20,000 : — —  $50.38 1/17/2011 ~ — e
G.A Lowe . . .. . — 27750020 —  $2305 1/28/2020 92,501(6) = $3,006283 = — —
' — 210,000(3) —  $14.95 1/29/2019 93,334(7) $3,033,355 — —_
50,0000 50,0004 — $29.79 1/25/2018 ~ 60,000(8) $1,950,000 — —
75000 25000(5) —  $28.32 1/18/2017 60,000(9) $1,950,000 = — —
100,000 — —  $32.55 1/19/2016 — _ - —
100,000 — —  $21.55 1/20/2015 — —_— — —
150,000 — —  $32.39  1/14/2014 — e — —
70,000 — —  $31.30 11/29/2011 — - — —

60,000 — — $50.38  1/17/2011 — — — —
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Outstanding equity awards at fiscal year-end 2010 {cont’d)

-
. 4
Option Awards Stock Awards : ;‘
Equity Ow
Incentive Equity ch
Equity ‘ ! Plan Incentive s
Incentive ! Awards: - Plan Awards:
Plan ‘ Numberof  Market or
Awards: . Unearned  Payout Value
Number of Numberof  Number of Market Value Shares, of Unearned
Securities Securities Securities Number of of Shares or Units or  Shares, Units
Underlying  Underlying  Underlying . Shares or Units of Stock Other or Other
Unexercised Unexercised Unexercised Option Option Units of Stock  That Have Not Rights That Rights That
Options (#)  Options (#)  Unearned Exercise  Expiration That Have Not Vested Have Not Have Not
Name Exercisable . Unexercisable i ice ($) ~ Vested (#) ($)1)  Vested (#) Vested ($)

1/28/2020

B.T. Crutcher, . . — 150,000 (2) $23.05 50,000 (6)  $1,625,000 - —
25,000 75,000 (3) —_ $14.95 1/29/2019. 33,334(7)  $1,083,355 — —
15,000 15,000(4) — $29.79 1/25/2018 20,000(8) $ 650,000 — —
22,500 7,500 (5) — $28.32  1/18/2017 10,000(9) $ 325,000 — —
15,000 — — $32.55 1/19/2016 100,000 (10) $3,250,000 —_ —
15,000 — — $21.55 1/20/2015 — : — — —
13,500 - — $32.39 1142014 - — - - —

100 — — $29.19 2/21/2012 — _ = —
11,000 — — $26.50 1/16/2012 — - - —
7,000 — — $35.13° 7/312011 - — - - —

- 5,000 — — $50.38 1/17/2011 — — — —

K.J.Ritchie . . . — 187,500 (2) — $23.05 1/28/2020 62,501 (6)  $2,031,283 — —
62,500 187,500 (3) — $14.95 1/29/2019 83,334 (7) $2,708,355 — —
50,000 50,0004) — $29.79 1/25/2018 50,000(8)  $1,625,000 — —
75,000 25,000(5) - — $28.32 1/18/2017 50,000(9) $1,625000 — —

100,000 — — $32.55 1/19/2016 - - - —
100,000 - = $21.55 1/20/2015 — _— = —
150,000 - - $32.39  1/14/2014 —_— — — —

100 — — $29.19  2/21/2012 — — — —
125,000 — — $26.50 1/16/2012 — - - —
40,000 — — $31.30 11/29/2011 — _ = —
50,000 — — $50.38  1/17/2011 — — — —

(1) Calculated by multiplying the number of restricted stock units by the closing price of TI's common stock on December 31,2010
($32.50).

(2) One-quarter of the shares became exercisable on January 28, 2011, and one-third of the remaining shares become exercisable on
each of January 28, 2012, January 28, 2013, and January 28, 2014.

{3) One-third of the shares became exercisable on January 29, 2011, and one-half of the remaining shares become exercisable on
each of January 29, 2012, and January 29, 2013.

(4) One-half of the shares became exercisable on January 25, 2011, and the remaining one-half become exercisable on
January 25, 2012.

5) Became fully exercisable on January 18, 2011,

) Vesting date is January 31, 2014. Dividend equivalents are paid on these restricted stock units.
) Vesting date is January 31, 2013. Dividend equivalents are paid on these restricted stock units.
) Vesting date is January 31, 2012. Dividend equivalents are paid on these restricted stock units.
) Vested on Jahuafy 31, 2011. Dividend equivalents were paid on these restricted stock units.
10) Vesting daté is October 31, 2014. Dividend equivalents are paid on these restricted stock units.
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The “Option Awards” shown in the table above are non-qualified stock options, each of which represents the right to purchase shares
of Tl common stock at the stated exercise price. For grants before 2007, the exercise price is the average of the high and low price

of T common stock on the grant date. For grants after 2006, the exercise price is the closing price of Tl common stock on the grant
date. The term of each option is 10 years unless the option is terminated earlier pursuant to provisions summarized in the chart below
and in the paragraph following the chart. Options vest (become exercisable) in increments of 25 percent per year beginning on the
first anniversary. of the date of the grant. The chart below shows the termination provisions relating to outstanding stock options as

of December 31, 2010. The Compensation Committee of the board of directors established these termination provisions to promote
employee retention while offering competitive terms.

Employment Employment Termination
Employment Termination (at Least ’ (at Least 6 Months after Grant) Other
Termination Due to 6 Months after Grant) with 20 Years of Credited - Employment ' Circumstances
Death or Permanent When Retirement Service, but Not Retirement Termination for of Employment
Dlsabmty ) _ Eligible ‘ i Ellglble L - Cause Termmatwn i

Vestmg Vesting continues; Optlon remams in effect to the end of Option cancels Optron remalns
continues; option option remains in the term; for opt|ons granted on or after ‘ exercisable for
remains in effect effect to end of term February 20, 2003, vesting does not ' 30 days

toend ofterm ' continue after employment termination

Options may be cancelled if the grantee competes with Tl during the two years after employment termination or discloses Tl trade
secrets. In addition, for options received while the grantee was an executive officer, the company may reclaim (or “clawback”) profits
earned under grants if the officer engages in such conduct. These provisions are intended to strengthen retention and provide a
reasonable remedy to Tl in case of competition or disclosure of our confidential information.

For-options granted after 2009, the option becomes fully vested if the grantee is involuntarily terminated from employment with Tl
(other than for cause) within 24 months after a change in control of Tl. “Change in control” is defined as provided in the Texas Instruments
2009 Long-Term Incentive Plan and occurs upon (1) acquisition of more than 50 percent of the voting stock or at least 80 percent of
the assets of Tl or (2) change of a majority of the board of directors in a.12-month period unless a majority of the directors then in office
endorsed the appointmentor election of the new directors (“Plan definition”). These terms are intendéd to reduce employee uncertainty and
distraction in the period leading up to a change in control, if such an event were to occur. For options granted before 2010, the stock option
terms provide that upon a change in control of T, the option becomes fully vested to the extent it is then outstanding; and if employment
termination (except for cause) has occurred within 30 days before the change in control, the change in control is deemed to have occurred
first. “Change in control” is defined in these pre-2010 options as (1) acquisition of 20 percent of Ti common stock other than through a
transaction approved by the board of directors, or (2) change of a majority of the board of directors in a 24-month period unless a majority
of the directors then in office have elected or nominated the new directors (together, the “pre-2010 definition”).

The “Stock Awards” in the table of outstanding equity awards at fiscal year-end 2010 are restricted stock unit (RSU) awards. Each RSU
represents the right to receive one share of T common stock on a stated date (the “vesting date”) unless the award is terminated earlier
under terms summarized below. In general, the vesting date is approximately four years after the grant date. Each RSU includes the
right to receive dividend equivalents, which are paid annually in cash at a rate equal to the amount paid to stockholders in dividends.
The table below shows the termination provisions of outstanding RSUs as of December 31, 2010.

Other Circumsténces
Employment Termination Employment Termination - ~ of Employment
_ Due to Death or Permanent Disability ] . When Retirement Eligible . Termmatlon -

Vesting continues; shares are paid Grant staysm effetd pays out shares at the scheduled Grant cancel no shares are
at the scheduled vesting date - .- vesting date. Number of shares reduced according to the issued
duration of employment over the vesting period*

*

Calculated by multiplying the number of RSUs by a fraction equal to the number of whole 365-day periods from the grant date to the
employment termination date (or first day of any bridge leave of absence leading to retirement), divided by the number years in the
vesting period.

These termination provisions are intended to promote retention. All RSU awards contain cancellation and clawback provisions like those
described above for stock options. For awards granted after 2009, the terms provide that, to the extent permitted by Section 409A of the
IRC, the award vests upon involuntary termination of Tl employment within 24 months after a change in control. Change in control is the
Plan definition. The terms of earlier RSU awards provide for full vesting of the award upon a change in control of Ti. Change in control

is the pre-2010 definition unless the grant is subject to Section 409A, in which event the definition under Section 409A applies. Section

409A defines a change in control as a change in the ownership or effective control of a corporation or a change in the ownership
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of a substantial portion of the assets of a corporation. These canceliation, “clawback” and change-in-control térms are intended to
conform RSU terms with those of stock options (to the extent permitted by the IRC) and to achieve the objectives described above in the
discussion of stock options.

In addition to the “Stock Awards” shown in the outstanding equity awards at fiscal year—end 201 0 table above Mr Templeton holds
an award of RSUs that was granted in 1995. The award, for 120,000 shares of Tl common stock, vested in 2000. Under the award terms,
the shares will be issued to Mr. Templeton in March of the year after his termination of employment for any reason. These terms were
designed to provide a tax benefit to the company by postponing the related compensation expense until it was likely to be fully deductible.
In accordance with SEC requirements, this award is reflected in the 2010 non-qualified deferred compensation table on page 81.

2010 option exercises and stock vested:

‘The following table lists the number of shares acquired and the value realized as a fesult of option exercises by the named executive
officers in 2010 and the value of any restricted stock units that vested in 2010.

Option Awards Stock Awards

Number of Number of '

Shares Acquired Value Realized Shares Acquired Value Realized

Name . . on Exercise (#) on Exercise ($) on Vesting (#) n estin’ ﬁ
R K. Templeton ......................... — — 150,000 $3,457,500
K.R.March. . ... .. e e e 60,100 $ 527,556 30,000 $ 691,500
G.A. Lowe . . . C e 195,000 $1,407,150 150,000 $3,640,500
B.T.Crutcher . ................... e 20,000 $ 242,350 5,000 $ 115,250
KJRitchie . . ........... ... . ... ...... 265,000 $3,867,000 50,000 $1,152,500

2010 pension benefits

The following table shows the present value as of December 31, 2010, of the benefit of the named executive officers under our qualified
defined benefit pension plan (Tl Employees Pension Plan)-and non-qualified defined benefit pension plans (Tl Employees Non-Qualified
Pension Plan (which governs amounts earned before 2005) and Tl Employees Non-Qualified Pension Plan Il (which governs amounts
earned after 2004)).

" Payments
Present " During
Number of ‘Value of - Last
: Years Credited Accumulated Fiscal
Name Plan Name. i fit ($)(5) Year ($)

R. K. Templeton( ) I TI Employees Pension Plan $ 412,487
- Tl Employees Non-Qualified Pension Plan $ 302,453  —
KPMarch. .. ...........5.. T Employees Pension Plan $ 449,068 —
Ti Employees Non-Qualified Pension Plan - § 1827260 @ —
Tl Employees Non-Qualified Pension Plan Il $1,635,961 —
GAlowe . ................ Tl Employees Pension Plan ~$ 450,687 —
Tl Employees Non-Qualified Pension Plan $ 267,903  —
TI Employees Non-Qualified Pension Plan Il : $1,774,103 —
B.T.Crutcher (1) . . . . .. .. ...... TI Employees Pension Plan . $ 2,233 —
K. J.Ritchie . ............... Tl Employees Pension Plan $ 760,294 . —
TI Employees Non-Qualified Pension Plan $ 522482  —
Tl Employees Non-Qualified Pension Plan II - $2,000,437 - . — .

(1) In1997,Ti's U.S. employees were given the choice between continuing to participate in the defined benefit pension plansor
participating in a new enhanced defined contribution retirement plan. Messrs. Templeton and Crutcher chose to participate in the
defined contribution plan. Accordingly, their accrued pension benefits under the qualified and non-qualified plans were frozen (i.e., they
will experience no increase attributable to years of service or change in eligible earnings) as of December 31, 1997. Contributions to the
defined contribution plan for Messrs. Templeton and Crutcher’s bengfit are included in the 2010 summary compensation table

(2) For each of the named executive officers, credited service began on the date the officer became eligible to participate in the plan
For Mr. Crutcher, eligibility to participate began on the first day of the month following completion of one year of employment. For.
each of the other named executive officers, eligibility to participate began on the earlier of 18 months of employment, or January 1
following the completion of one year of employment. Accordingly, each of the named executive officers has been employed by Tl for
longer than the years of credited service shown above.
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(3) Credited service began on the date the executive officer became eligible to participate in the Tl Employees Pension Plan as
described in-note 2 above and ceased at December 31, 2004.

(4) Credited service began on the date the named executive officer became eligible to participate in the Ti Employees Pension Plan as
described in note 2 above.

(5) The assumptions and valuation methods used to calculate the present value of the accumulated pension benefits shown are the
same as those used by TI for financial reporting purposes and are described in note 10 in Exhibit 13 to TI’s annual report on Form
10-K for the year ended December 31, 2010, except that a named executive officer’s retirement is assumed (in accordance with
SEC rules) for purposes of this table to occur at age 65 and no assumption for termination prior to that date is used. The amount
of the lump sum benefit earned as of December 31, 2010, is determined using either (i) the Pension Benefit Guaranty Corporation
(PBGC) interest assumption of 3.00 percent or (ii) the Pension Protection Act of 2006 (PPA) corporate bond yield interest assumption
of 5.58 percent for the TI Employees Pension Plan and 5.64 percent for the TI Employees Non-Qualified Pension Plans, whichever
rate produces the higher lump sum amount. A discount rate assumption of 5.58 percent for the Tl Employees Pension Plan and
5.64 percent for the non-qualified pension plans were used to determine the present value of each lump sum.

TI Employees Pension Plan

The TI Employees Pension Plan is a qualified defined benefit pension plan. Please see page 71 under the Benefits heading of the
Compensation Discussion and Analysis for a discussion of the origin and purpose of the plan. Employees who joined the U.S. payroll
after November 30, 1997, are not eligible to participate in this plan.

A plan participant is eligible for normal retirement under the terms of the plan if he is at least 65 years of age with one year of
credited service. A participant is eligible for early retirement if he is at least 55 years of age with 20 years of employment or 60 years of
age with five years of employment. None of the named executive officers are currently eligible for early or normal retirement.

A participant may request payment of his accrued benefit at termination or any time thereafter. Participants may choose a lump sum
payment or one of six forms of annuity. In order of largest to smallest periodic payment, the forms of annuity are: (i) single life annuity,
(ii) 5-year certain and life annuity, (jii) 10-year certain and life annuity, (iv) qualified joint and 50 percent survivor annuity, (v) qualified
joint and 75 percent survivor annuity, and (vi) qualified joint and 100 percent survivor annuity. If the participant does not request
payment, he will begin to receive his benefit in April of the year after he reaches the age of 70%2 in the form of annuity required under
the IRC. - .

The pension formula for the qualified plan is intended to provide a participant with an annual retirement benefit equal to 1.5 percent
multiplied by the product of (i) years of credited service and (ii) the average of the five highest consecutive years of his base salary plus
bonus up to a limit imposed by the IRS, less a percentage (based on his year of birth, when he elects to retire and his years of service
with Ti) of the amount of compensation on which his Social Security benefit is based.

If an individual takes early retirement and chooses to begin receiving his annual retirement benefit at that time, such benefit is
reduced by an early retirement factor. As a result, the annual benefit is lower than the one he would have received at age 65.

If the participant’s employment terminates due to disability, the participant may choose to receive his accrued benefit at any time
prior to age 65. Alternatively, the participant may choose to defer receipt of the accrued benefit until reaching age 65 and then take a
disability benefit. The disability benefit paid at age 65 is based on salary and bonus, years of credited service the participant would have
accrued to age 65 had he not become disabled and disabled status.

The benefit payable in the event of death is based on salary-and bonus, years of credited service and age at the time of death, and
may be in the form of a lump sum or annuity at the election of the beneficiary. The earliest date of payment is the first day of the second
calendar month following the month of death.

Leaves of absence, including a bridge to retirement, are credited to years of service under the qualified pension plan. Please see the
discussion of leaves of absence on page 85 below.

Tl Employees Non-Qualified Pension Plans

Tl has two non-qualified pension plans: the TI Employees Non-Qualified Pension Plan (Plan I), which governs amounts earned before
2005; and the Tl Employees Non-Qualified Pension Plan Il (Plan 1), which governs amounts earned after 2004. Each is a non-qualified
defined benefit pension plan. Please see page 71 under the Benefits heading of the Compensation Discussion and Analysis for a
discussion of the purpose of the plans. As with the qualified defined benefit pension plan, employees who joined the U.S. payroll after
November 30, 1997, are not eligible to participate in Plan | or Plan Il. Eligibility for normal and early retirement under these plans is the
same as under the qualified plan (please see above). Benefits are paid in a lump sum.

A participant’s benefits under Plan | and Plan Il are calculated using the same formula as described above for the TI Employees
Pension Plan. However, the IRS limit on the amount of compensation on which a qualified pension benefit may be calculated does not
apply. Additionally, the IRS limit on the amount of qualified benefit the participant may receive does not apply to these plans. Once this
non-qualified benefit amount has been determined using the formula described above, the individual’s qualified benefit is subtracted
from it. The resulting difference is multiplied by an age-based factor to obtain the amount of the lump sum benefit payable to an
individual under the non-qualified plans.
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Amounts under Plan | will be distributed when payment of the participant’s benefit under the qualified pension plan commences.
Amounts under Plan Il will be distributed subject to the requirements of Section 409A of the IRC. Because the named executive officers
are among the 50 most highly compensated officers of the company, Section 409A of the IRC requires that they not receive any lump
sum distribution payment under Plan Il before the first day:of the seventh month following termination of employment.

If a participant terminates due to disability, amounts under Plan | will be distributed when payment of the participant’s benefit under
the qualified plan commences. For amounts under.Pian |1, distribution is governed by Section 409A of the IRC, and the dlsablhty benefit
is reduced to reflect the payment of the benefit prior to age 65. .

In the event of death, payment under both plans is based on salary and bonus, years of credited service and age at the time of
death and will be in the form of a lump sum. The earliest date of payment is the first day. of the second calendar month followmg the
month-of death.

Balances in the ptans are unsecured obhgatlons of the company. For amounts under Plan |, in the event of a change in control the
present value of the individual's benefit would be paid not later than the month following the month in which the change in control
occurred. For such amounts, the pre-2010 definition of a change in control (please see page 78) applies. For all amounts accrued under
this plan, if a sale of substantially all of the assets of the company occurred, the present value of the individual’s benefit would be
distributed in & fump sum as soon as reasonably practicable followmg the sale of assets. For amounts under Plan I, no distribution of
henefits is triggered by a change in control. ’

Leaves of absence, including a bridge to retirement, are credited to years of service under the non-qualified penswn plans. For a
discussion: of leaves of absence please see page 85 below.. »
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2010 non-quallfled deferred compensatlon

The following table shows contnbutlons to the named executive officer’s deferred compensatlon account in 2010 and the aggregate
amount of h|s deferred compensatlon as of December 31, 2010.

Executlve Registrant ) Aggregate Aggregate

-Contributions .- Contributions in ~ Aggregate Earningsin - Withdrawals/ Balance at Last
Name ‘ , . inLastFY (§) __LastFY ($)(2) JLastFY(®) Distributions($)  FYE()
R.K. Templeton Ce .. .. — $56 057 $915 316( ) $58,800 (4) $5,253,365 (5)
KPMareh. .. ............... —_ — - $ 132 — $ 92612
GAlowe .. .. ... .0 .. ... ' - L —_— $ 84725 —_— $ 818,987
B.T.Crutcher--. .« .. oo oo $9,597 (1) $15,518 $ 18,364 : — $ - 158,727
K.J.Ritchie . ................ o —_ ‘ — $ 7956 —_ $ 80,996

(1) Amount shown is a portion of Mr. Crutcher’s profit sharing for 2009, which was paid in 2010.

(2) Company matching contributions pursuant to the defined contribution plan. These amounts are included in the All Other
Compensation column of the 2010 summary compensatlon table on page 73.

(3) Consists of: (a) $58,800 in dividend equivalents paid under the 120,000-share 1995 RSU award discussed on page 79, settlement
of which has been deferred until after termination of employment; (b) a $772,800 increase in the value of the RSU award (calculated
by subtracting $3,127,200 (the value of the award at year-end 2009) from $3,900,000 (the value of the award at year-end 2010)
(in both cases, the number of RSUs is multiplied by the closing price of Tl common stock on the last trading date of the year)); and
-(c) a $83,716 gain in Mr, Templeton's deferred compensation account in 2010. Dividend equivalents are paid at the same rate as
dividends on the company’s common stock. : t :

(4) Dividend equivalents paid on the RSUs discussed in note 3.

(5) Of this amount, $3,900,000 is attributable to Mr. Templeton’s 1995 RSU award, calculated as descnbed in note 3. The remainder is
the baIance of his deferred compehsation account

Please see page 71 for a discussion of the purpose of the plan. An employee’s deferred compensation account contains eligible
compensation the employee has elected to defer and contributions by the company that are in excess of the IRS limits on
(i) contributions the company may make-to the enhanced defined contribution plan and(ii) matching contributions the company may
make related to compensation the executive officer deferred into his deferred compensation account.

Participants in the deferred compensation plan may choose to defer up to (i) 25 percent of their base salary, (ii) 90 percent of their
performance bonus, and (jii) 90 percent of profit sharing. Elections to defer compensation must be made in the calendar year prior to the
year in which the compensatlon will be earned.
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The-company has determined that the investment alternatives for deferred compensation balances should generally be the same as
the investment alternatives avarlable under the company s defined contrrbutlon plan. These mvestment alternatives may be changed at
any time.

During 2010, participants could choose 1o have their deferred compensatron mirror the: performance of one or more of the foIIowmg
mutual funds, each of which.is managed by a third party (these ‘alternatives are a subset of those offered to participants in the defined
contribution plans): Northern Trust Short Term Investment Fund, Northern Trust Daily Aggregate Bond Fund Index, Northern Trust

- Russell 1000 Value Equity Index, Northern Trust Russell 1000 Growth Equity Index, Northern Trust Russell 2000 Equity Index, BlackRock

Equity Index Fund, BlackRock (EAFE) (Europe, Australia, Far East) Equity Index Fund, BlackRock Lifepath index 2020 Fund, BlackRock
Lifepath Index 2030 Fund, BlackRock: Lifepath Index 2040 Fund, BlackRock Lifepath Index 2050 Fund and the BlackRock Lifepath Index
Retirement Fund. Prior to April 2005, participants could also choose to have their deferred compensation mirror the performance.of Tl's
common stock. Effective-January:1, 2010, the T! stock.fund was removed as an.investment option and prior to its removal any amounts
invested.in-the Tl -stock fund were automatrcally relnvested in the approprrate erepath fund based on each participant’s assumed
retirement age.

From among the available. mvestment atternatrves partrcrpants may change their rnstructrons relatrng to thelr deferred
compensation daily. Earnings on a participant’s balance are.determined solely.by the performance of the investments that the
participant has chosen for his plan balance. The company does not guarantee any minimum return on mvestments A third party
administers the company’s deferred compensation program.

A participant may request distribution from the plan in the case of an unforeseeable emergency To obtain an unforeseeable
emergency withdrawal, a participant must meet the requirements of Section 409A of the IRC. Otherwise, a partrcrpant s balance is paid
pursuant to his distribution election and is subject to applicable IRC limitations.

Amounts contributed by the company, and amounts earned and deferred by the participant for which there is a valid distribution
election on file, will be distributed in accordance with the participant’s election. Annually participants may elect separate distribution.
dates for deferred compensation attributable to a participant’s (i} bonus and profit sharing and (i) salary. Participants may elect that
these distributions be-in the form of a lump sum or annual installments to be paid out over a period of five or ten consecutive years.
Amounts for which no valid distribution election ison file will be distributed three years from the date of deferral.

In the event of the partrcrpants death, the earhest date of payment is the first day of the second calendar month following the month
of death.

Like the balances under the non-qualified defrned benefit pension plans, deferred compensation balances are unsecured obligations
of the company. For amounts earned and deferred prior to 2010, a change in control does not trigger a distribution under the plan. For
amounts earned and deferred after 2009, distribution occurs, to the extent permitted by Section 409A of the IRC, if the participant is
involuntarily terminated within 24 months-after a change in control. Change in control is the Plan definition.

Potential payments upon termination or change in control

None of the named executive officers has an employment contract with the company. They are eligible for benefits on generally the
same terms as other U.S. employees upon termination of employment or change in control of the company. Ti does not reimburse
executive officers for any income or excise taxes that are payable by the executlve as a result of payments relatrng to termination or
changein contro!

Termrnatron ~ o ~

The following programs may result in payments 10 a named executive officer whose employment términates. Most of these programs
have been discussed above in the proxy statement. For a discussion of the impact of these programs on the compensation decisions for
2010, please see the Compensation Discussion and Analysis on page 72.

Bonus. Our policies-concerning bonus and.the timing of payments are described on page 64. Whether a bonus would be awarded, and
in what amount, to an executive officer whose employment has terminated would depend on the circumstances of termination. It may
be presumed that no bonus would be awarded in the event of a termination for cause. If awarded, bonuses are paid by the company.

Qualified and non-qualified defined benefrt pension plans The purposes of these plans are described on page 71. The formula for
determining benefits, the forms of benefit and the timing of payments are descrlbed on pages 80-81. The amounts disbursed under the
qualified and non-qualified plans are paid, respectively, by the Tl Employees Pension Trust and the company.

Deferred compensation plan. The purpose of this plan r's{described on page 71. The amounts payable under this program depend solely
on the performance of investments that the participant has chosen for his plan balance. The timing of payments is dlscussed above on
page 82. Amounts distributed are paid by the company.
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Equity compensation. Depending on the circumstances of termination, grantees whose-employment terminates may retain the right to
exercise previously granted stock options and receive shares under outstanding restricted stock unit (RSU) awards. Please see pages
78-79. RSU awards include a right to receive dividend equivalents. The dividend equivalents are paid annually by the company in a
single cash payment after the last dividend payment of the year.
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Profit sharing. For a description of the purpose of this program, the formula for determining payments and the timing.of payments,
please see page 63. Like other U.S. employees, if a named executive officer remains employed through the end of the year, he will
receive any profit sharing paid for that year. In the event of retirement or commencement of a bridge to retirement, any profit sharing
will be paid for the portion of the year worked before retirement or the beginning of the bridge. In the event of termination due to
disability or death, the officer or his beneficiaries would receive any profit sharing paid for the year. Profit sharing payments are made by
the company.

Time bank. Based on years of employment with the company, employees accrue hours in a time bank. Time bank hours may be used
for paid absences from the office such as vacation and sick days. Employees receive a cash payment for any time bank hours still
outstanding on termination of employment. The amount paid is calculated by applying the employee’s base salary rate in effect at the
time of termination to the number of hours remaining in the time bank. Time bank payments are made in a lump sum by the company.
They-are ordinarily paid no later than what would have been the employee’s next regular pay cycle.

Perquisites. Financial counseling is available to executlve officers in the year after retlrement OtherW|se no perquisites continue after
termination of employment. : ‘

The following tables indicate the amounts for which each named executive officer would have been eligible if his employment had
terminated on December 31, 2010, as a result-of disability, death, involuntary termination for cause, resignation, or involuntary
termination not for cause (excluding change in control). Because none of the executive officers was ellglble 1o retire as of
December 31, 2010, no potential payments are stated assuming retirement.

Termination due to disability

Non- Non-
Qualified ©  Qualified Qualified
Defined Defined . Defined
Benefit Benefit Benefit
Pension Pension Pension Stock Profit Time
Plan Plan Plan Il Deferred RSUs Options Sharing Bank

D m— e e Ko — (6) D

Compensati

Templeton (1) $ 835,851 $609 677 $ 158, 259 — $2 ,698, 328 $44 6091 $171 4 $196112 $73185 412
March . (1) $1,361,323 $349,792 $3,066,287 — $ 6,080,263 $ 7,799,863 $ 90,858 $114,155 $18,862,541
Lowe. . . . (1) $1,733,857 $654,107 $2,781,705 — $ 9,939,638 $ 8,192,375 $ 99,014 $ 93,105 $23,493;801
Crutcher . . (1 $ 949% — — — $ 6,933,355 § 3,611,266 $ 62,508 $ 35,802 $10,652,427
Ritchie . . . (1) $1,777,270 $926,549 $3,872,417 — $ 7,989,638 $ 8,758,206 $ 81,151 $ 85,937 $23,491,168

(1) Because the amount of a bonus is subject to the Compensation Committee’s discretion considering the facts and circumstances of
the termination, it is not possible to predict the amount of bonus, if any, the executive officer would have received.

(2) The amount shown is the lump sum benefit payable at age 65 to the named executive officer in the event of termination as of
December 31, 2010, due to disability, assuming the named executive officer does not request payment of his disability benefit until
age 65. The assumptions used in calculating these amounts are the same as the age-65lump-sum assumptions used for financial
reporting purposesfor the company’s audited financial statements for 2010-and are described in note 5 to the 2010 pension
benefits table on page 80. »

(3) The amount shown is the lump sum benefit payable at age 65 to the named executive officers in the event of termination due to
disability. The assumptions used are the same as those described in note 2 above.

(4) The amount shown is the lump sum benefit payable in the event of separation from service (as defined in the plan) due to dlsablllty.
The assumptions used are the same as those described in note 2 above.

(5) Calculated by multiplying the number of outstanding RSUs by the closing price of TI common stock as of December 31, 2010
($32.50). Because the executive officer will retain his RSU awards in the event of termination and they will continue to vest
according to their terms, all outstanding RSUs are assumed to be vested for purposes of this table. Please see the outstanding
equity awards at fiscal year-end 2010 table on pages 76-77 for the number of unvested RSUs as of December 31, 2010, and
page 79 for a discussion of an additional outstanding RSU award held by Mr. Templeton.
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(6) Calculated as the difference between the grant price of all outstanding in-the-money options and the closing price of TI common
stock as of December 31, 2010 ($32.50), multiplied by the number of shares under such options as of December 31, 2010.

(7) Amounts earned in 2010.

(8) Calculated by multiplying the number of hours remaining in the named executive officer’s time bank by the applicable base salary
rate as of December 31, 2010.

Termination due to death

Non- Non-
Qualified ~ Qualified  Qualified
Defined Defined Defined

Benefit Benefit Benefit
Pension Pension Pension Deferred Stock Profit Time
Plan Plan Planil COmpensatlon RSUs Options Sharing Bank
Templeton . . (1) $237 269 $160 599 $ 14 727 $1 353 365 $26 698 328 $44 516 091 $171 094 $196 112 $73 347 585
March . ... (1) $267,841$100,516 $ 992,049 $ 92,612 $ 6,080,263 $ 7,799,863 $ 90,858 $114,155 $ 15,538,157
Lowe. . . .. (1) $277,238 $152,206 $1,116,181 $ 818,987 $ 9,939,638 $ 8,192,375 $ 99,014 § 93,105 $20,688,744
Crutcher . .. (1) $ 1,457 — — $ 158,727 $ 6,933,355 $ 3,611,266 $ 62,508 $ 35,802 $10,803,115
Ritchie . . . . (1) $425,168 $269,113 $1,201,448 $ 80,996 $ 7,989,638 $ 8,758,206 $ 81,151 § 85,937 $18,891,657

(1) See note 1 to the Termination Due to Disability table.

(2) Value of the benefit payable in a lump sum to the executive officer’s beneficiary calculated as required by the terms of the plan
assuming the earliest possible payment date. The plan provides that in the event of death, the beneficiary receives 50 percent of the
participant’s accrued benefit, reduced by the age-applicable joint and 50 percent survivor factor.

(3) Balance as of December 31, 2010, under the non-qualified deferred compensation plan.

(4) Calculated by multiplying the number of outstanding RSUs by the closing price of Tl common stock as of December 31, 2010
($32.50). All outstanding RSUs are assumed to be vested for purposes of this table. Please see the Outstanding Equity Awards at
Fiscal Year-End 2010 table on pages 76-77 for the number of unvested RSUs as of December 31, 2010, and see page 79 for a
discussion of an additional outstanding RSU award held by Mr. Templeton.

(5) See note 6 to the Termination Due to Disability table.
(6) Amounts earned in 2010.
(7) See note 8 to the Termination Due to Disability table.

Involuntary termination for cause

Non- Non-
Qualified Qualified Qualified
Defined Defined Defined
Benefit Benefit Benefit
Pension Pension Pension Profit Time
Bonus Plan Plan Plan ll Deferred . Stock Sharing Bank

2 I NN T .-\ N N —_—") (N

Templeton . $457,922 $309 833 $ 28,539 $3 900 000( ) $171,094 $196,112 $5,063,500
March . .. — $494196 $185421 $1,830,480 — — — $90,858 $114,155 $2,715,110
lowe ... — $516,953 $284,145 $2,080,961 — — — $99,014 § 93,105 $3,074,178
Crutcher . . — $ 2,890 —_ — — — — $62508 $ 35802 $ 101,200
Ritchie . . . — $828,990 $525,153 $2,342,136 — — . — §$ 81,151 § 85937 $3,863,367

(1) Itis presumed that in the event of termination for cause no bonus would be awarded

(2) Lump sum value of the December 31, 2010, accrued benefit calculated as required by the terms of the plan assuming the earllest
possible payment date.

(3) Lump sum benefit payable at separation of service (as defined by the plan) assuming the earllest possible payment date.

(4) Calculated by multiplying 120,000 vested RSUs by the closing price of the company’s common stock as of December 31, 2010 ($32.50).
(5) Amounts earned in 2010. ' »

(6) See note 8 to the Termination Due to Disability table.
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Resignation; involuntary termination (not for cause) excluding change in control

(33
Non- Non- > ﬁ
Qualified  Qualified  Qualified o=
Defined Defined Defined E :
Benefit Benefit Benefit -
Pension Pension Pension Stock Profit Time @
Plan Plan Plan I Deferred Options Sharing Bank
Name Bous @ @ O Compensation RSUs (5) ® @0 Tl
Tempieton . . (1) $457,922 $309,833 $ 28,539 — $ 3,900,000 (4) $30,019,118 $171,094 $196,112 $35,082,618
March . ... (1) $494,196 $185,421 $1,830,480 — — $ 3,571,175 $ 90,858 $114,155 $ 6,286,285
Lowe. . . .. (1) $516,953 $284,145 $2,080,961 — — $ 1,644,500 % 99,014 $ 93,105 $ 4,718,678
Crutcher . .. (1) $ 2,890 —_ — — — § 805516% 62,508 % 35802% 906,716
Ritchie . . . . (1) $828,990 $525,153 $2,342,136 — — $ 3,455,706 $ 81,151 $ 85,937 $ 7,319,073

(1) See note 1 to the Termination Due to Disability table.

2) See note 2 to the Involuntary Termination for Cause table.
3) See note 3 to the Involuntary Termination for Cause table.
4) See note 4 to the Involuntary Termination for Cause table.
)

s

5) Calculated as the difference between the grant price of all exercisable in-the-money options and the closing price of Tl common
stock as of December 31, 2010 ($32.50), multiplied by the number of shares under such options as of December 31, 2010.

{6) Amounts earned in 2010.
{7) See note 8 to the Termination Due to Disability table.

In the case of a resignation pursuant to a separation arrangement, an executive officer (like other employees above a certain job
grade level) will typically be offered a 12-month paid leave of absence before termination, in exchange for a non-compete and
non-solicitation commitment and a release of claims against the company. The leave period will be credited to years of service
under the pension plans described above. During the leave, the executive officer’s stock options will continue to become exercisable
and his RSUs will continue to vest. Amounts paid to an individual during a paid leave of absence are not counted when calculating
profit sharing and benefits under the qualified and non-qualified pension plans. During a paid leave of absence an individual does
not continue to accrue time bank hours. He retains medical and insurance benefits at essentially the same rates as active company
employees during the paid leave of absence period.

In the case of a separation arrangement in which the paid leave of absence expires when the executive officer will be at least
50 years old and have at least 15 years of employment with the company, the separation arrangement will typically include an unpaid
leave of absence, to commence at the end of the paid leave and end when the executive officer has reached the earlier of age 55 with
at least 20 years of employment or age 60 (bridge to retirement). The bridge to retirement will be credited to years of service under the
qualified and non-qualified defined benefit plans described above. The executive officer will not receive profit sharing or accrue time
bank hours for the period he is on a bridge to retirement, but he will retain medical and insurance benefits at essentially the same rates
as active company employees. For the effect of a bridge to retirement on equity compensation, please see the discussion on page 78.

Involuntary termination (not for cause) after a change in control of Tl is discussed on page 86.

Change in control

We have no program, plan or arrangement providing benefits triggered by a change in control except as described below. In fact,
the only consequences of a change in control are the acceleration of payment of existing balances and the full vesting of certain
outstanding equity awards.

A change in control at December 31, 2010, would have triggered payment of the balance under the T Employees Non-Qualified
Pension Plan. Please see pages 81 and 82 for a discussion of the purpose of change in control provisions relating to the non-qualified
defined benefit plans and the deferred compensation plan as well as the circumstances and the timing of payment.

Please see pages 78-79 for further information concerning change in control provisions relating to stock options and RSU awards.

For a discussion of the impact of these programs on the compensation decisions for 2010, please see page 72.
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The following table indicates the amounts that would have been triggered for-each executive officer had there been a change in control
as of December 31, 2010. The actual amounts that would be paid out can only be determined at the time the change in control occurs.

Non-
Qualified Non-
Qualified Defined Qualified
Defined Benefit Defined

Benefit Pension Benefit Stock
Pension . Plan Pension Deferred - RSUs Options Profit  Time
Name  ~~~ Bonus Plan 2 Panil Compensaton @3 (@ Sharing Bank Total

Templeton )] — $309 833 — — $20 848, 328 $9,393972 — — $30 552, 133
March .. . ... 1) —  $185421 — — $ 4,333,355 $2,704,875 — — $ 7,223,651
Lowe. ... ... (1) —  $284145 — — $ 6,933,355 $3,925500 —  — $11,143,000
Crutcher . . . .. (M —_— —_ = — $ 2,058,355 $1,388250 —  — § 3,446,605
Ritchie . . . . . . (1) —  $525153 — — $ 5958,355 $3,530,625 — .— $10,014,133

(1) See note 1 to the Termination Due to Disability table.

(2) Lump sum value of the December 31, 2010, accrued benefit calculated as required by the terms of the pian assuming the earliest
possible payment date.

(3) Calculated by multiplying the number of RSUs granted prior to 2010 by the closing price of the company’s common stock as of
December 31, 2010 ($32.50).

(4) Upon a change in control meeting the pre-2010 definition (please see page 78), all outstanding options granted prior to 2010
become immediately exercisable. Calculated as the difference between the grant price of in-the-money options not already
exercisable and the closing price of the company’s common stock as of December 31, 2010 ($32.50), multiplied by the number of
those options as of December 31, 2010.

An involuntary termination (not for cause) within 24 months after a change in control of TI will accelerate; to the extent permrtted by
Section 409A of the IRC, the vestrng of options and RSUs granted in 2010. :

Audit COmmlttee report
The Audit Committee of the board of directors has furnished the foIIowmg report:

As noted in the committee’s charter, T management is responsible for preparing the companys financial statements The
company’s independent registered public accounting firm is responsible for auditing the financial statements. The activities of the
committee are in no way designed to supersede or alter those traditional responsibilities. The committee’s role does not-provide any
special:assurances with regard to Ti’s financial statements, nor does it involve a professional evaluatien of the quality of the audrts
performed by the independent registered public accounting firm.

The committee has reviewed and discussed with management and the mdependent accounting flrm as appropriate, (1 )the audited
financial statements and (2) management’s report on internal control over financial reporting and the mdependent accountrng firm’s
related opinions.

The committee has discussed with the lndependent registered public accounting firm, Ernst.& Young, the required commumcatrons
specified by auditing standards together with guidelines established by the SEC and the Sarbanes-Oxley Act.

The committee has received the written disclosures and the letter from the independent registered public accounting firm requrred
by the applicable requirements of the Public Company Accounting Oversight Board, regarding the independent registered public
accounting firm’s communications with the Audit Committee concerning rndependence and has drscussed with Ernst & Young the firm’s
independence.

Based on the review and drscussrons referred to above, the commlttee recommended to the board of dlrectors that the audited
financial statements be included in the company ‘s Annual Report on Form 10-K for 2010 for filing with the SEC.

Pamela H. Patsley, Chair Ra|phW Babb, Jr . - David L. Boren Daniel A. Carp
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Proposal to ratify appointment of independent registered public accounting firm
The Audit Committee of the board has appointed Emst & Young LLP to be Tl's independent registered public accounting firm for 2011.
The board asks the stockholders to ratify the appointment of Ernst & Young. If the stockholders do not ratify the appointment, the
Audit Committee will consider whether it should appoint another independent registered public accounting firm.
Representatives of Ernst & Young are expected to be present, and to be available to respond to appropriate questions, at the annual
meeting. They have the opportunity to.make a statement if they desire to do so; they have indicated that, as of this date, they do not.
The company has paid fees to Ernst & Young for the services described below:
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Audit fees. Ernst & Young’s Audit Fees were $6,881,000 in 2010 and $6,794,000 in 2009, The services provnded in exchange for these
fees were our annual audit, including the audit of internal control over fmanmal reporting, reports on Form 10-Q, and statutory audits
required internationally.

Audit-related fees. In addition to the Audit Fees, the company paid Ernst & Young-$706,000 in 2010 and $568,000 in 2009. The services
provided in exchange for these fees included acquisition due diligence, employee benefit plan audits, financial reporting system access
testing, access to Ernst & Young’s online research tool and, for various non-U.S. subsidiaries, audits relating to compliance with local-
government standards. «

Tax fees. Ernst & Young’s fees for professional services rendered for tax compliance (preparation and review of income tax returns
and other tax-related filings), tax advice on U.S. and foreign tax matters, and transaction tax assistance related to acquisitions were
$856,000 in 2010 and $407,000 in 2009.

All other fees. Ernst & Young’s fees for all other professional services rendered were $35,000 in 2010 and $23,000 in 2009 for the Tl
Foundation audit and training assistance.

Pre-approval policy. The Audit Committee is required to pre-approve the audit and non-audit services to be performed by the
independent registered public.accounting firm in order to assure that the provision of such services does not impair the firm’s
independence. : ’

Annually the independent registered public accounting firm and the Director of Internal Audits present to the Audit Committee
services expected to be performed by the firm over the next 12 months. The Audit Committee reviews and, as it deems appropriate,
pre-approves those services. The services and estimated fees are presented to the Audit Committee for consideration in the following
categories: Audit, Audit-Related, Tax and All Other (each as defined in Schedule 14A of the Securities Exchange Act of 1934). For each
service listed in those categories, the Committee receives-detailed documentation indicating the specific services to be provided. The
term of any pre-approval is 12 months from.the date of pre-approval, unless the Audit Committee specifically provides for a different
period. The Audit-Committee reviews on at least a quarterly basis the services provided to date by the firm and the fees incurred
for those services. The Audit Committee may revise the list of pre-approved services and related fees from time to time, based on
subsequent determinations.

~In order to respond-to time-sensitive requests for services that may arise between regularly scheduled meetings of the Audit
Committee, the Committee has delegated pre-approval authority to its Chair {the Audit Committee does not delegate to management its
responsibilities to pre-approve services). The Chair reports pre-approval decisions to the Audit Committee and seeks ratification of such
decisions at the Audit Committee’s next scheduled meeting.

The Audit Committee or its Chair pre-approved all services provided by Ernst & Young during 2010.

The board of directors recommends a vote FOR ratification of the appointment of Ernst & Young LLP as the companyts
independent registered public accounting firm for 2011.
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Additional information
Voting seéurities ~

As of February 22,2011, 1,169,002,132 shares of the company’s common stock were outstanding. This is the only class o»f‘ capital
stock entitled to vote at the meeting. Each holder of common stock has one vote for each share held. As stated in the notice of meeting,
holders of record of the common stock at the close of busmess on February 22, 2011, may vote at the meetlng or any adjournment of
the meeting.

Security ownership of certain beneficial owners

The following table shows the only persons who have reported beneficial ownership of more than 5 percent of the common stock of the
company. Persons generally “beneficially own” shares if they have the right to either vote those shares or dlspose of them. More than
one person may be considered to beneflmally own the same shares.

. . o ' shares Owned at Percent
Name and Address ) December ,2010 of Class

Capital Wold Investors (1)
333 South Hope St. o » S ' o :
LosAngeles,CA90071. . . .. . ........... . e L J 111,758,600 (2) 9.50%

BlackRock, Inc.
40 E.52M St, : . _ S
New York, New York 10022. . . . . . . . . i e e e e e e 58,940,545 (3) -5.02%

(1) Adivision of Capital Research and Management Company (CRMC). ‘ '

(2) Tlunderstands that Capital World Investors is deemed to be the beneficial owner of these shares as a resuft of CRMC acting as an
investment advisor to various investment companies. Capital World Investors has sole voting power for 92,891,100 shares and sole
dispositive power for 111,758,600 shares.

(3) Tl understands that BlackRock, Inc. has sole dlsposmve power and sole voting power for these shares

Security ownershlp of dlrectors and management

The following table shows the beneflmal ownershlp of Tl common stock by dlrectors nominees for director, the named executive officers
and all executive officers, directors and nominees as a group: Each director, nominee and-named executive.officer has sole voting and
sole investment power with respect to the shares owned. The table excludes shares held by a family member if a director, nominee or
executive officer has-disclaimed beneficial ownership. No director, nominee or executive officer has pledged shares of TI common-stock.

Shares Ownedat Percent
_Dec

|orSand Nommees DEE— . - ‘ ‘
RWBabb, Jr. . .. .o e P e 5,272

D.LBoren................ e e T e e e e 101,675 *
D A CarD . . .. e 142,944 *
C.S.Cox......." . ....... L Y S A S S 62639 ¢
D.R.GOOdE . . . . . e e SO 147,749 *
S.PMacMillan . . .. e 17,546 *
PHPatsley . . . . . . e 81,836 *
RE.SanChez . . . . . . . e — *
W.R. Sanders . . . . . . e e e 119,094 *
R.J.SIMMONS . . . o e e 125,882 *
RKTempleton . . . . . . e e e 5,706,533 *
C.TWhItman . . . . . e e 81,144 *
Management (2)

K P MarCh . . . o o e e e 912,844 *
G A LOWE . . . e 1,108,306 *
B. T CrutCher . . . . e e 421,954 *
K RItChie . . . e e 1,172,840 *
All executive officers and directorsasagroup(3) . . . . . . . . o 14,580,882 1.25%

* less than 1 percent
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(1) Included in the shares owned shown above are:

Shares Shares
‘ Credited Credited
Shares to 401 (k) and Restricted to Deferred
. Obtainable Profit Sharing  Stock Units  Compensation _
Dlrector (a) ' - o _within 60 Days  Accounts (in Shares) (b) Accounts (c)

R.W. Babb Joo e — — 2,000 2,272
D.LBoren. . ... e 65,000 — 32,880 3,795
DACarp . ... e A 92,500 _ 18,664 31,780
C.S.CoX. . ... e 47,500 = 12,000 —
D.R.Goode . ......... . ... ; 92,500 — 23,632 31,617
S.P.MacMillan . .. ....... e 5,250 — 7,000 4,296
PHPatsley . ...... ... ... . .. . . . 47,500 — 12,000 22,336
W.R.Sanders . ..................... e 92,500 — 19,600 . . . 1,394
RJ.Simmons-. .................. T 92,500 — 18,000 15,382
R.K.Templeton .. ............ S 4 649,921 11,759 821,847 —_
C.T.Whitman . .. ... ... ... . . e 62,500 — 12,000 6,644

(a) Mr. Sanchez was elected to the board effective March 15, 2011. As of that date he will be granted 2,000 restricted stock .
units pursuant to the terms of the 2009 Director Compensation Plan. For a discussion of that plan, piease see pages 58-59.

(b)y The non-employee directors’ restricted stock units granted before 2007 are settled in Ti stock generally upon the director’s
termination of service provided he or she has served at least eight years or has reached the company’s retirement age for
directors. Restricted stock units granted after 2006 are settled in T! stock generally upon the fourth anniversary of the grant date.

(c)  The shares in deferred compensation accounts are issued following the director’s termination of service.

(2} Included in the shares owned shown above are:

Shares
Credited
Shares to401(k) and  Restricted
Obtainable Profit Sharing  Stock Units
K. P.March . . .. C .. . e 691,953 1,896 187,085
GLALOWE . . . . e 794,566 3,655 305,835
B.T.Crutcher . . . ... . .. .. . 206,791 1,829 213,334
K J.Ritchie .. ... ... .. . . . 911,975 8,247 245,835
(3) Includes:

(@) 11,004,082 shares obtainable within 60 days;
{b) 47,425 shares credited to 401(k) and profit sharing stock accounts;

{c) 3,080,420 shares subject to restricted stock unit awards; for the terms of these restricted stock units, please see pages 58-60
and 78-79; and

{(d) 119,515 shares credited to certain non- employee directors’ deferred compensation accounts; shares in deferred
compensation accounts are issued followmg a director’s termination of service. ‘
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Related person transactions

The company has no reportable related person transactions.

Because we believe that company transactions with directors and executive officers of Tl or with persons related to Tl directors and
executive officers present a heightened risk of creating or appearing to create a conflict of interest, we have a written related person
transaction policy that has been approved by the board of directors. The policy states that Tl directors and executive officers should
obtain the approvals specmed below in connection with any related person transaction. The policy applies to transactions in whsch

1. TI or any Tl subsidiary is or will be a participant; -

2. The amount involved exceeds or is expected to exceed $100,000 in a fiscal year; and

3. Any of the following (a “related person”) has or will have a direct or indirect interest:

(a) ATl director or executive officer, or an Immediate Family Member of a director or executive officer;

(b) A stockholder owning more than 5 percent of the common stock of Tl or an Immediate Family Member of such stockholder,
or, if the 5 percent stockholder is not a natural person, any person or entity designated in the Form 13G or 13D filed under the
SEC rules and regulations by the 5 percent stockholder as having an ownership interest in Ti stock (individually or collectively,

a “5 percent holder”); or

(©) An entity in which someone listed in (a) or (b ) b) above has a 5 percent or greater ownership interest, by which someone listed in
@) or (b) is employed or of which someone listed in (a) or (b) is a director, principal or partner.

For purposes of the policy, an “Immediate Family Member” is any child, stepchild, parent, stepparent, spouse, sibling, mother-in-law,
father-in-law, son-in-law, daughter-in-law, brother-in-law, sister-in-law or any person (other than atenant or employee) sharing the
household of a Tl dlrector executive officer or 5 percent holder.

The policy specmes that a related person transaction includes, but is not limited to, any financial transaction, arrangement or
relationship (including any indebtedness or guarantee of indebtedness) or any series of similar transactions or arrangements.

Approval required

Arrangement mvolv

Executlve offlcer who is also a member of the Tl board, Governance and Stockholder Relatlons Commlttee
an Immediate Family Member of such person, or an entity

in which any of the foregoing has a 5 percent or greater

ownershlp interest

Chlef_,c.omphance officer, any of his or her Immediate Family Governance and Stockhoider Relations Committee
Members, or an entity in which any of the foregoing has a

* 5 percent or greater ownership interest

Any other director or executive ofﬁcer; an immediate Family Chief compliance officer in consultation with the Chair of the
Member of such person, or an entity in which any of the Governance and Stockholder Relations Committee
foregoing has a 5 percent or greater ownership interest

A 5 percent holder Governance and Stockholder Relations Committee

No member of the Governance and Stockholder Relations Committee will participate in the consideration of a related person
arrangement in which such member or any of his or her Immediate Family Members is the related person.

The approving bodyor persons will consider all of the relevant facts and circumstances available to them, including (if applicable)
but not limited to: the benefits to the company of the arrangement; the impact on a director’s independence; the availability of other
sources for comparable products or services; the terms of the arrangement; and the terms available to unrelated third parties or to
employees generally. The primary consideration is whether the transaction between Tl and the related person (@) was the result of
undue influence from the related person or (b) could adversely influence or appear to adversely influence the judgment, decisions or
actions of the director or executive officer in meeting Tl responsibilities or create obligations to other organizations that may come in
conflict with responsibilities to Tl.

No related person arrangement will be approved unless it is determined to be in, or not inconsistent with, the best interests of the
company and its stockholders, as the approving body or persons shall determine in good faith.

The chief compliance officer will provide periodic reports to the committee on related person transactions. Any related person
transaction brought to the attention of the chief compliance officer or of which the chief compliance officer becomes aware that is not
approved pursuant to the process set forth above shall be terminated as soon as practicable.
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Compensation committee interlocks and insider participation

During 2010, Ms. Cox and Messrs. Carp, Goode and MacMillan served on the Compensation Committee. No committee member (j)
was an officer or employee of TI, (i) was formerly an officer of Tl, or iii) had any relationship requiring disclosure under the. SEC’s -
rules governing disclosure of related person transactions. (ltem 404 of Regulation S-K). No executive officer of Tl served as a director
or member of the compensation committee of another entity, one of whose directors or executive officers served as a member of our
board of directors or a member of the Compensation Committee.
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Cost of solicitation

The solicitation is made on behalf of our board of directors. Tl will pay the cost of soliciting these proxies. We will reimburse brokerage
houses and other custodians, nominees and fiduciaries for reasonable expenses they incur in sending these proxy materials to you if
you are a beneficial holder of our shares.

Without receiving additional compensation, officials and regular employees of Tl may solrcrt proxres personaily, by telephone fax or
e-mail, from some stockholders if proxies are not promptly received: We have also hired Georgeson Inc. to assist in the solicitation of
proxies at a cost of $12,000 plus out-of-pocket expenses. .

Stockholder proposals for 2012

If you wish to submit a proposal for possible inclusion in TI's 2012 proxy material, we must receive your notice, in accordance with the
rules of the SEC, on or before November 8, 2011. Proposals are to be sent to: Texas Instruments Incorporated 12500 T Boulevard MS
8658, Dallas, Texas, 75243, Atin: Secretary.

If you wish to submit a proposal at the 2012 annual meeting (but not seek inclusion of the proposal in the company’s proxy
material), we must receive your notice, in accordance with the company’s by-laws, on or before January 22, 2012.

All suggestions from stockholders concerning the company’s business are welcome and will be carefully considered by
TI's management. To ensure that your suggestions receive appropriate review, the G&SR Committee from time to time reviews
correspondence from stockholders and management’s responses. Stockholders are thereby given access at the board level without
having 1o resort to formal stockholder proposals. Generally, the board prefers you present your views in this manner rather than through
the process of formal stockholder proposals. Please see page 54 for information on contacting the board.

Benefit plan voting

If you are a participant in the TI Contribution and 401(k) Savings Plan, or the Tl 401(k) Savings Plan, you are a “named fiduciary” under
the plans and are entitled to direct the voting of shares allocable to your accounts under these plans. The trustee administering your
plan will vote your shares in accordance with your instructions. If you wish to instruct the trustee on the voting of shares held for your
accounts, you should do so by April 18, 2011, in the manner described in the notice of meeting.

Additionally, participants under the plans are designated as “named fiduciaries” for the purpose of voting Tl stock held under
the plans for which no voting direction is received. Tl shares held by the Tl 401(k) savings plans for which no voting instructions are
received by April 18, 2011, will be voted in the same proportions as the shares in the plans for which voting instructions have been
received by that date.

Section 16(a) beneficial ownership reporting compliance

Section 16(a) of the Securities Exchange Act of 1934 requires certain persons, including the company’s directors and executive officers,
to file reports with the SEC regarding beneficial ownership of certain equity securities of the company. During 2010, all reports were
timely filed.

Telephone and Internet voting

Registered stockholders and benefit plan participants. Stockholders with shares registered directly with Computershare (TI’s transfer
agent) and participants who beneficially own shares in a Tl benefit plan may vote telephonically by calling (800) 690-6903 (within the
U.S. and Canada only, toli-free) or via the Internet at www.proxyvote.com. ,

The telephone and Internet voting procedures are designed to authenticate stockholders’ identities, to allow stockholders to give
their voting instructions and to confirm that stockholders’ instructions have been recorded properly. Tl has been advised by counsel that
the telephone and Internet voting procedures, which have been made available through Broadridge Investor Communication Solutions,
Inc., are consistent with the requirements of applicable law.

Stockholders with shares registered in the name of a brokerage firm or bank. A number of brokerage firms and banks offer telephone
and Internet voting options. These programs may differ from the program provided o registered stockholders and benefit plan
participants. Check the information forwarded by your bank, broker or other holder of record to see which options are available to you.

Stockholders voting via the Internet should understand that there may be costs associated with electronic access, such as usage
charges from telephone companies and Internet access providers, that must be borne by the stockholder.
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Stockholders sharing the same address

To reduce the expenses of delivering duplicate materials, we are taking advantage of the SEC’s “householding” rules which permit

us to deliver only one set of proxy materials (or one Notice of Internet Availability of Proxy Materials) to stockholders who share

an address unless otherwise requested. If you share an address with another stockholder and have received only one set of these
materials, you may request a separate copy at no cost to you by calling Investor Relations at (972) 995-3773 or by writing to Texas
Instruments Incorporated, P.0. Box 660199, MS 8657, Dallas, TX 75266-0199, Attn: Investor Relations. For future annual meetings, you
may request separate materials, or request that we send only one set of materials to you if you are receiving multiple copies, by calling
(800) 542-1061 or writing to Investor Relations at the address given above.

Electronic delivery of proxy materials

As an alternative to receiving printed copies of these materials in future years, we are pleased to offer stockholders the opportumty

to receive proxy mailings electronically. To request electronic delivery, please vote via the Internet at www.proxyvote.com and, when
prompted, enroll to receive or access proxy materials electronically in future years. After the meeting date, stockholders holding

shares through a broker or bank may request electronic delivery by visiting www.icsdelivery.com/ti and entering information for

each account held by a bank or broker. If you are a registered stockholder and would like to request electronic delivery, please visit
www-us.computershare.com/investor or call Tl Investor Relations at (972) 995-3773 for more information. If you are a participant in a Tl
benefit plan and would like to request electronic delivery, please call Tl Investor Relations for more information.

Important Notice Regérding the Availability of Proxy Materials for the Stockholder Meeting to be held on April 21, 2011, This
2011 proxy statement and the company’s 2010 annual report are accessible at: www.proxyvote.com.

¥

Joseph F. Hubach
Senior Vice President,
. Secretary and General Counsel

Sincerely,

March 7, 2011

Dallas, Texas
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Directions and other annual meeting information

Directions

PROXY

From DFW airport: Take the North Airport exit to |H-635E. Take IH-635E to the Greenville Avenue exit. Turn right (South) on Greenville. Turn
right (West) on Forest Lane. Texas Instruments will be on your right at the second traffic light. Please use the North entrance to the building.
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From Love Field airport: Take Mockingbird Lane East to US-75N (Central Expressway). Travel North on 75N to the Forest Lane exit. Turn
right (East) on Forest Lane. You will pass two traffic lights. At the third light, the entrance to Texas Instruments will be on your left. Please
use the North entrance to the building.

Parking
There will be reserved parking for all visitors at the North Lobby. Visitors with special needs requiring assistance will be accommodated

at the South Lobby entrance.

Security
Piease be advised that TI’s security policy forbids weapons, cameras and audio/video recording devices inside Tl buildings. All bags will
be subject to search upon entry into the building.
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Board of directors, executive officers

Directors

Richard K. Templeton
Chairman of the Board,
President and

Chief Executive Officer,

Texas Instruments Incorporated

Ralph W. Bahb, Jr.
Chairman of the Board and
Chief Executive Officer,
Comerica Incorporated and
Comerica Bank

David L. Boren
President, The University of Oklahoma

Daniel A. Carp

Retired Chairman of the Board
and Chief Executive Officer,
Eastman Kodak Company

Carrie S. Cox
Chief Executive Officer,
Humacyte, Inc.

David R. Goode
Retired Chairman of the Board,
Norfolk Southern Corporation

TI Fellows

Stephen P. MacMillan
Chairman of the Board, President
and Chief Executive Officer,
Stryker Corporation

Pamela H. Patsiey

Chairman of the Board and
Chief Executive Officer,
MoneyGram International, inc.

Robert E. Sanchez*
President, Global Fleet
Management Solutions,
Ryder System, Inc.

Wayne R. Sanders
Retired Chairman of the Board,
Kimberly-Clark Corporation

Ruth J. Simmons
President, Brown University

Christine Todd Whitman
President, The Whitman
Strategy Group

*gffective March 15, 2011

Executive officers

Richard K. Templeton
Chairman of the Board,
President and Chief Executive Officer

Stephen A. Anderson
Senior Vice President

Brian T. Crutcher
Senior Vice President

R. Gregory Delagi
Senior Vice President

David K. Heacock
Senior Vice President

Joseph F. Hubach

Senior Vice President, Secretary
and General Counsel

Sami Kiriaki

Senior Vice President

Melendy E. Lovett

Senior Vice President;
President, Education Technology

Gregg A. Lowe
Senior Vice President

Kevin P. March
Senior Vice President and
Chief Financial Officer

Robert K. Novak
Senior Vice President

Kevin J. Ritchie
Senior Vice President

John J. Szczsponik, Jr.
Senior Vice President

Teresa L. West
Senior Vice President

Darla H. Whitaker
Senior Vice President

Ti Fellows are engineers, scientists or technologists who are recognized by peers and
Ti management for outstanding performance. Fellows are elected based on exceptional

technical contributions that significantly contribute to T's shareholder value.

Stockholder and other information

Ti Fellows announced in 2010:
o Jeremiah Golston

o William E. Grose

o Kevin Scoones

o James R. Todd

Stockholder records information
First-class, registered and certified mail:
Computershare Investor Services, L.L.C.
P. 0. Box 43078

Providence, Rl 02940-3078

Toll free: 800-981-8676
Phone: 312-360-5151

SEC Form 10-K

Stockholders may obtain a copy of the company’s
annual report to the Securities and Exchange
Commission on Form 10-K (except for exhibits)
and its audited financial statements without
charge by writing to:

Investor Relations

P.0. Box 660199, MS 8657

Dallas, TX 75266-0199

For general information;
www.computershare.com/contactus
www-us.computershare.com
Overnight delivery:

Computershare Investor Services, L.L.C.

250 Royall Street, Mail Stop 1A

Canton, MA 02021

DLP and OMAP are trademarks of Texas Instruments. Al other trademarks are the property of their respective owners.




INSTRUMENTS

Texas Instruments Incorporated
P.0. Box 660199
Dallas, TX 75266-0199

www.ti.com

TXN

NYSE

e MIX

Paper from
responsible sources
FSC

www.fsc.org FSC‘ C01 3980

An equal opportunity employer
© 2011 Texas Instruments Incorporated

TI-30001L



