
  

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
 

 

SCHEDULE TO
Tender Offer Statement under Section 14(d)(1) or 13(e)(1)

of the Securities Exchange Act of 1934
(Amendment No. 1)

 
 

NXP Semiconductors N.V.
(Name of Subject Company (Issuer))

Qualcomm River Holdings B.V.
(Offeror)

an indirect, wholly-owned subsidiary of

QUALCOMM Incorporated
(Ultimate Parent of Offeror)

(Names of Filing Persons (identifying status as offeror, issuer or other person))
 

 
Common shares, par value €0.20 per share

(Title of Class of Securities)

N6596X109
(CUSIP Number of Class of Securities)

Donald J. Rosenberg
Executive Vice President, General Counsel and Corporate Secretary

QUALCOMM Incorporated
5775 Morehouse Drive

San Diego, California 92121
Telephone: (858) 587-1121

(Name, address and telephone number of person authorized to receive notices and communications on behalf of filing persons)
 

 
with copies to:

 

Scott A. Barshay
Steven J. Williams

Paul, Weiss, Rifkind, Wharton & Garrison LLP
1285 Avenue of the Americas

New York, NY 10019
+1 212 373 3000

 

Christiaan de Brauw
Allen & Overy LLP

Apollolaan 15
PO Box 75440

Amsterdam 1070 AK
Netherlands

+31 20 674 1000

CALCULATION OF FILING FEE
 

Transaction Valuation*  Amount of Filing Fee**
$38,449,657,591.00  $4,456,315.31

 

 



*

  

Calculated solely for purposes of determining the filing fee. The calculation of the transaction value is determined by adding the sum of
(i) 335,177,459 common shares, par value €0.20 per share (not including treasury shares), of NXP Semiconductors N.V. multiplied by the offer
consideration of $110.00 per share, (ii) the net offer consideration for 9,862,580 shares issuable pursuant to outstanding options with an exercise price
less than $110.00 per share (which is calculated by multiplying the number of shares underlying such outstanding options by an amount equal to
$110.00 minus the weighted average exercise price for such options of $37.05 per share), (iii) 7,090,302 shares subject to issuance pursuant to
restricted stock units multiplied by the offer consideration of $110.00 per share and (iv) 733,897 shares subject to issuance pursuant to outstanding
performance-based restricted stock units multiplied by the offer consideration of $110.00 per share. The foregoing share figures have been provided by
the issuer to the offeror and are as of November 15, 2016, the most recent practicable date.

**
  

The filing fee was calculated in accordance with Rule 0-11 under the Securities Exchange Act of 1934, as amended, and Fee Rate Advisory #1 for
Fiscal Year 2017, issued August 31, 2016, by multiplying the transaction value by 0.0001159.

☒

  
Check the box if any part of the fee is offset as provided by Rule 0-11(a)(2) and identify the filing with which the offsetting fee was previously
paid. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its filing.

  

        Amount Previously Paid: $4,456,315.31

  

Filing Party: Qualcomm River
Holdings B.V. and QUALCOMM
Incorporated

          Form or Registration No.: Schedule TO   Date Filed: November 18, 2016

☐   Check the box if the filing relates solely to preliminary communications made before the commencement of a tender offer.

            Check the appropriate boxes below to designate any transactions to which the statement relates:

 ☒       third-party tender offer subject to Rule 14d-1.
 ☐       issuer tender offer subject to Rule 13e-4.
 ☐       going-private transaction subject to Rule 13e-3.
 ☐       amendment to Schedule 13D under Rule 13d-2.

            Check the following box if the filing is a final amendment reporting the results of the tender offer:  ☐

            If applicable, check the appropriate box(es) below to designate the appropriate rule provision(s) relied upon:

 ☐       Rule 13e-4(i) (Cross-Border Issuer Tender Offer)
 ☐       Rule 14d-1(d) (Cross-Border Third-Party Tender Offer)
   
 

ii



 
This Amendment No. 1 (this “Amendment”) amends and supplements the Tender Offer Statement on Schedule TO initially filed with the Securities and
Exchange Commission on November 18, 2016 (together with any amendments and supplements thereto, the “Schedule TO”) in relation to the tender offer by
Qualcomm River Holdings B.V., a private company with limited liability (besloten vennootschap met beperkte aansprakelijkheid) organized under the laws of
The Netherlands (“Purchaser”) and an indirect, wholly owned subsidiary of QUALCOMM Incorporated, a Delaware corporation (“Qualcomm” or “Parent”),
for all outstanding common shares, par value €0.20 per share (the “Shares”), of NXP Semiconductors N.V., a public limited liability company (naamloze
vennootschap) organized under the laws of The Netherlands (“NXP”) at a price of $110.00 per share, less any applicable withholding taxes and without
interest to the holders thereof, payable in cash, upon the terms and conditions set forth in the offer to purchase dated November 18, 2016 (the “Offer to
Purchase”), a copy of which is attached as Exhibit (a)(1)(A) to the Schedule TO, and in the related letter of transmittal (the “Letter of Transmittal”), a copy of
which is attached as Exhibit (a)(1)(B) to the Schedule TO.
  
Item 12. Exhibits

Item 12 of the Schedule TO is hereby amended and supplemented by adding the following exhibits:
 

Exhibit
No.  Description

(a)(5)(F)
 

Transcript of Remarks of George S. Davis, Executive Vice President and Chief Financial Officer, QUALCOMM Incorporated, at Nasdaq
Investor Program held on November 29, 2016.

(b)(5)

 

Letter of Credit and Reimbursement Agreement between Qualcomm River Holdings B.V. and Mizuho Bank, Ltd., dated as of November 22,
2016 (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed by QUALCOMM Incorporated with the United
States Securities and Exchange Commission on November 29, 2016).

(b)(6)

 

First Amendment to Letter of Credit and Reimbursement Agreement between Qualcomm River Holdings B.V. and Mizuho Bank, Ltd., dated
as of November 23, 2016 (incorporated by reference to Exhibit 10.2 to the Current Report on Form 8-K filed by QUALCOMM Incorporated
with the United States Securities and Exchange Commission on November 29, 2016).

(b)(7)

 

Continuing Agreement for Standby Letters of Credit between Qualcomm River Holdings B.V. and The Bank of Tokyo-Mitsubishi UFJ, Ltd.,
dated as of November 22, 2016 (incorporated by reference to Exhibit 10.3 to the Current Report on Form 8-K filed by QUALCOMM
Incorporated with the United States Securities and Exchange Commission on November 29, 2016).

(b)(8)

 

Reimbursement and Security Agreement between Qualcomm River Holdings B.V. and Sumitomo Mitsui Banking Corporation, dated as of
November 22, 2016 (incorporated by reference to Exhibit 10.4 to the Current Report on Form 8-K filed by QUALCOMM Incorporated with
the United States Securities and Exchange Commission on November 29, 2016).

(b)(9)

 

Letter of Credit Application by QUALCOMM Incorporated to Bank of America, N.A., dated as of November 23, 2016 (incorporated by
reference to Exhibit 10.5 to the Current Report on Form 8-K filed by QUALCOMM Incorporated with the United States Securities and
Exchange Commission on November 29, 2016).

(d)(7)  Power of Attorney, dated as of November 18, 2016.
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SIGNATURES

After due inquiry and to the best of their knowledge and belief, each of the undersigned certifies that the information set forth in this statement is true,
complete and correct.

Dated: November 30, 2016
 
Qualcomm River Holdings B.V.

By:  /s/ Adam Schwenker
 Name:  Adam Schwenker
 Title:    Managing Director B

QUALCOMM Incorporated

By:  /s/ Adam Schwenker
 Name:  Adam Schwenker
 Title:    Authorized Signatory
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EXHIBIT INDEX
 

Exhibit
No.   Description

(a)(1)(A)   Offer to Purchase, dated November 18, 2016.*

(a)(1)(B)   Form of Letter of Transmittal (including Guidelines for Certification of Taxpayer Identification Number on Substitute Form W-9).*

(a)(1)(C)   Form of Notice of Guaranteed Delivery.*

(a)(1)(D)   Form of Letter to Brokers, Dealers, Commercial Banks, Trust Companies and Other Nominees.*

(a)(1)(E)   Form of Letter to Clients for Use by Brokers, Dealers, Commercial Banks, Trust Companies and Other Nominees.*

(a)(1)(F)   Text of Summary Advertisement as published in The Wall Street Journal on November 18, 2016.*

(a)(2)   Not applicable.

(a)(3)   Not applicable.

(a)(4)   Not applicable.

(a)(5)(A)

  

Joint Press Release issued by QUALCOMM Incorporated and NXP Semiconductors N.V., dated October 27, 2016 (incorporated by reference
to Exhibit 99.1 to the Current Report on Form 8-K filed by QUALCOMM Incorporated with the United States Securities and Exchange
Commission on October 27, 2016).

(a)(5)(B)
  

Investor Presentation, dated October 27, 2016 (incorporated by reference to Exhibit 99.2 to the Current Report on Form 8-K filed by
QUALCOMM Incorporated with the United States Securities and Exchange Commission on October 27, 2016).

(a)(5)(C)   Text of Press Release issued by QUALCOMM Incorporated, dated November 18, 2016, announcing launch of Tender Offer.*

(a)(5)(D)

  

Transcript of Video Message from Steve Mollenkopf, Chief Executive Officer of QUALCOMM Incorporated, first made available to
employees of NXP Semiconductors N.V. on October 27, 2016 (incorporated by reference to Exhibit 99.1 to the Schedule TO-C filed by
QUALCOMM Incorporated with the United States Securities and Exchange Commission on October 27, 2016).

(a)(5)(E)

  

Transcript of Investor Conference Call held by QUALCOMM Incorporated and NXP Semiconductors N.V on October 27, 2016 (incorporated
by reference to Exhibit 99.2 to the Schedule TO-C filed by QUALCOMM Incorporated with the United States Securities and Exchange
Commission on October 27, 2016).

(a)(5)(F)
  

Transcript of Remarks of George S. Davis, Executive Vice President and Chief Financial Officer, QUALCOMM Incorporated, at Nasdaq
Investor Program held on November 29, 2016.

(b)(1)
  

364-Day Bridge Loan Facility Commitment Letter, dated October 27, 2016, by and among QUALCOMM Incorporated, Goldman Sachs Bank
USA, Goldman Sachs Lending Partners LLC, JPMorgan Chase Bank, N.A.*

(b)(2)
  

Bridge Joinder Letter, dated November 8, 2016, by and among QUALCOMM Incorporated, Goldman Sachs Bank USA, Goldman Sachs
Lending Partners LLC, JPMorgan Chase Bank, N.A. and the additional lenders party thereto.*

(b)(3)

  

Credit Agreement, dated November 8, 2016, by and among QUALCOMM Incorporated, the lenders party thereto and Goldman Sachs Bank
USA, as administrative agent (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed by QUALCOMM
Incorporated with the United States Securities and Exchange Commission on November 9, 2016).

(b)(4)

  

Amended and Restated Credit Agreement, dated November 8, 2016, by and among QUALCOMM Incorporated, the lenders party thereto and
Bank of America, N.A., as administrative agent, swing line lender and L/C issuer (incorporated by reference to Exhibit 10.2 to the Current
Report on Form 8-K filed by QUALCOMM Incorporated with the United States Securities and Exchange Commission on November 9,
2016).

(b)(5)

  

Letter of Credit and Reimbursement Agreement between Qualcomm River Holdings B.V. and Mizuho Bank, Ltd., dated as of November 22,
2016 (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed by QUALCOMM Incorporated with the United
States Securities and Exchange Commission on November 29, 2016).
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(b)(6)

  

First Amendment to Letter of Credit and Reimbursement Agreement between Qualcomm River Holdings B.V. and Mizuho Bank, Ltd., dated
as of November 23, 2016 (incorporated by reference to Exhibit 10.2 to the Current Report on Form 8-K filed by QUALCOMM Incorporated
with the United States Securities and Exchange Commission on November 29, 2016).

(b)(7)

  

Continuing Agreement for Standby Letters of Credit between Qualcomm River Holdings B.V. and The Bank of Tokyo-Mitsubishi UFJ, Ltd.,
dated as of November 22, 2016 (incorporated by reference to Exhibit 10.3 to the Current Report on Form 8-K filed by QUALCOMM
Incorporated with the United States Securities and Exchange Commission on November 29, 2016).

(b)(8)

  

Reimbursement and Security Agreement between Qualcomm River Holdings B.V. and Sumitomo Mitsui Banking Corporation, dated as of
November 22, 2016 (incorporated by reference to Exhibit 10.4 to the Current Report on Form 8-K filed by QUALCOMM Incorporated with
the United States Securities and Exchange Commission on November 29, 2016).

(b)(9)

  

Letter of Credit Application by QUALCOMM Incorporated to Bank of America, N.A., dated as of November 23, 2016 (incorporated by
reference to Exhibit 10.5 to the Current Report on Form 8-K filed by QUALCOMM Incorporated with the United States Securities and
Exchange Commission on November 29, 2016).

(c)   Not applicable.

(d)(1)

  

Purchase Agreement, dated as of October 27, 2016, by and between Qualcomm River Holdings B.V. and NXP Semiconductors N.V.
(incorporated by reference to Exhibit 2.1 to the Current Report on Form 8-K filed by QUALCOMM Incorporated with the United States
Securities and Exchange Commission on October 27, 2016).

(d)(2)

  

Letter Agreement, dated as of October 27, 2016, by and between QUALCOMM Incorporated and Qualcomm River Holdings B.V.
(incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed by QUALCOMM Incorporated with the United States
Securities and Exchange Commission on October 27, 2016).

(d)(3)

  

Pledge, Assignment and Security Agreement, dated as of October 27, 2016, by and between NXP Semiconductors N.V. and Qualcomm River
Holdings B.V. (incorporated by reference to Exhibit A of Exhibit 10.1 to the Current Report on Form 8-K filed by QUALCOMM
Incorporated with the United States Securities and Exchange Commission on October 27, 2016).

(d)(4)

  

Disclosed Pledge of Receivables, dated as of October 27, 2016, by and between NXP Semiconductors N.V. and Qualcomm River Holdings
B.V. (incorporated by reference to Exhibit B of Exhibit 10.1 to the Current Report on Form 8-K filed by QUALCOMM Incorporated with the
United States Securities and Exchange Commission on October 27, 2016).

(d)(5)   Confidentiality Agreement, effective as of July 4, 2016, by and between QUALCOMM Incorporated and NXP B.V.*

(d)(6)   Exclusivity Agreement, dated as of October 6, 2016, by and between QUALCOMM Incorporated and NXP Semiconductors N.V.*

(d)(7)   Power of Attorney, dated as of November 18, 2016.

(g)   Not applicable.

(h)   Not applicable.
 

* Previously filed.
 

vi



Exhibit (a)(5)(F)
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NOVEMBER 29, 2016 / 2:00PM, QCOM - Qualcomm Inc at Nasdaq Investor Program
 
C O R P O R A T E    P A R T I C I P A N T S

George Davis Qualcomm Incorporated - EVP & CFO

John Sinnott Qualcomm Incorporated - VP, IR

C O N F E R E N C E    C A L L    P A R T I C I P A N T S

James Faucette Morgan Stanley - Analyst

P R E S E N T A T I O N

James Faucette - Morgan Stanley - Analyst

Let’s go ahead and get started here. So we try to stay on time as we roll through the afternoon. I’m James Faucette, I lead the North American comms
equipment research practice for Morgan Stanley. I’m very pleased to be here in conjunction with NASDAQ in London. Thank you all for coming out. We’re
going to hear from George Davis, CFO of Qualcomm. Thanks for being here. George, do you have any preamble that you want to give or —?
  
George Davis - Qualcomm Incorporated - EVP & CFO

Sure. First off, just good afternoon everybody. I’m very happy to be in London and it’s been quite a last 12 months for the Company, so a lot to talk about,
everything from going through a major strategic realignment plan that involved $1.4 billion cost reduction. We had a significant change in the composition of
our Board. We’ve changed some of the compensation structure of the management team and at the same time, we’re very focused on getting the Company
repositioned too look towards growth coming out of this and I think, we said part of that would be growth that would be aided by repositioning through M&A
and so you’ve seen both the TDK joint venture announcement and then most recently of course the NXP acquisition announcement. So, it’s been an active
year, well, lot to talk about, so —.
  
James Faucette - Morgan Stanley - Analyst

Got it. Well, I’m going to kick off with my own set of questions here, we’ll open it up to the audience. I also wanted to make everybody aware that John
Sinnott, who is heading IR, is here as well, here on the side of the room. So if you have any follow-up questions after this you can grab him and follow-up
with him as well. So I guess the first question, I have George related to NXPI is that you recently began your tender offer for their shares. Can you give us an
update on the expected close timing and when will you begin hearing from the reviewing regulators?
  
George Davis - Qualcomm Incorporated - EVP & CFO

So the tender was announced on the 18th of this month, and so as you know it goes through a series of tender periods, it will — we’ve said that the outside
limit in our view of the close is the end of calendar 2017, that is a conservative estimate intentionally. There’s nine regulatory bodies that we have to go
through and really five major regulatory bodies, the usual suspects as it were. We think the assets by their nature the combination is very complementary, so
we’re not actually picking a conservative date, because we think there’s going to be regulatory difficulties, but more just our experience has been that even a
good process could be nine months and so, allowing for nine months to 12 months and a little slippage in this environment, we just felt it was appropriate, but
we’re confident that it’s the type of acquisition that should be well received.
  
James Faucette - Morgan Stanley - Analyst

So turning to more the internal functioning of Qualcomm as it stands today, at your Analyst Meeting earlier this year, you gave a long-term target for QCT
margins of the low-20s, and like I said that’s long-term, so I don’t think that’s built into anybody’s like models for the next couple of years at least. But what
are the key elements that need to come together to hit, maintain those targets in your view, how does that work?
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NOVEMBER 29, 2016 / 2:00PM, QCOM - Qualcomm Inc at Nasdaq Investor Program
  
George Davis - Qualcomm Incorporated - EVP & CFO

Sure. So I think there’s a number of factors. First off, we had to go through the process of the past year with the Strategic Realignment Plan, which a large
part of the cost reduction really went to the core spending in the chip business itself. And so it gave us the confidence to commit to hitting 16% operating
margins exiting the year, which we were able to do and I think — I don’t think a lot of people had us actually hitting that number.
  
James Faucette - Morgan Stanley - Analyst

I did. I was confident.
  
George Davis - Qualcomm Incorporated - EVP & CFO

Well, that’s good, I appreciate that, you are probably one of the exceptions, but then to get to 20%, one of the things that we’ve been very focused on is
creating more of a competitive environment at the leading edge where our — as you know, our leading devices come out on the leading node and that’s an
area where we’ve seen actually the competitive dynamics improving overtime. And we think that will continue to be something where it will be accretive to
margins actually across all the tiers because we tier down overtime. And the other piece is we’ve said the entry or the expansion of our activities in RF front-
end, and the activities that we have in IoT in compute and in networking, all are accretive to that margin target as well. So we think it’s a number of factors,
some of which we’re well underway on, we’ve completed the Strategic Realignment Plan, but the long-term margin expansions, it’s going to be a number of
factors, all of which we have a road map to.
  
James Faucette - Morgan Stanley - Analyst

So you talked about increasing the competitive dynamic to your benefit or at least you’re getting some help there on the leading edge. Can you explain a little
bit how that’s evolving and why that’s happening? And I guess maybe my second question is what’s the appropriate response for Qualcomm and for some
reason that starts to reverse itself and go back to the way it was?
  
George Davis - Qualcomm Incorporated - EVP & CFO

We’ve actually had a few questions on this recently where it’s effectively saying, it doesn’t make sense to go to the leading node into — before we used to be
one of the players that was first to a leading node. You kind have the benefit of the learning curve of whoever had to clear that node for you and the yields
were better, a lot of things were easier, less engineering required. But what we found is the performance benefits, particularly at the leading tier are
substantially enhanced by being at the leading node. And in addition to that, since we compete with Samsung for their premium tier device with their own in-
house device, which is at the leading node, if we’re not at the — if we don’t move to that node or compete well at that node, we’re at a disadvantage with an
internal device, which is we think too bigger a risk.

So it’s unlikely that we’ll move away from playing at the leading node, but we actually have — the bulk of our volumes are actually at lagging nodes and we
can — we have so many components within the phone that we can fan out over the appropriate node that we can — we think our supply chain strategy works
well and we represent a very attractive foundry partner because we can not only support the investment that’s required, we’re one of the two players that bring
significant volumes to the leading node, but we can also continue to provide utilization of that capacity over time as we move up some of our trailing node
devices.
  
James Faucette - Morgan Stanley - Analyst

So when you — at the time of — if you remind us at the time of the NXPI deal announcement, I think you said some sort of synergy target, once again long-
term. How does that kind of filling capacity at the lagging edge factor into that? How important is that as a contributor to your synergy targets?
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NOVEMBER 29, 2016 / 2:00PM, QCOM - Qualcomm Inc at Nasdaq Investor Program
  
George Davis - Qualcomm Incorporated - EVP & CFO

Maybe, let me just set the table. We’re — as a Company we’re are well known as a fabless company, which means we don’t have our own foundries. We use
third parties and NXP uses — about 50% of its revenue is based on internal manufacturing and about 50% is fabless. But if you look at their product roadmap
and where they’re going overtime, they’re increasingly becoming fabless, right. And so, I’ll come back to that because that’s important for the synergy
benefit, but will be operating factories for a long period of time. Now the good news is they come with a very strong operating team that we expect to be part
of the organization and continuing to bring that capability, also TDK actually does a lot of its own manufacturing as well on the filter side.

So, we are — we will not be able to say that we are a fabless company anymore, although again, a significant amount of economic value will be driven
through the fabless scenario. That being said, as NXP’s roadmap becomes more foundry dependent, we believe that our position within foundry will bring, it
will be a much more cost effective position to negotiate with foundry suppliers. And so, we’ve said of the $500 million that we expect to see in synergies,
about 35% will be from COGS and we think a large part of that will just be our ability to be a more effective foundry supplier.
  
James Faucette - Morgan Stanley - Analyst

So I think this is something that maybe is lost on a lot of people is that exactly what you just said is that in some ways even though you’re far from leading
edge, and it’ll be a small portion of your business, but you are going to be beginning to operate your own fabs, et cetera. How does that fit into your long-term
planning and trying to develop options, et cetera? At what point or how do you decide if it makes sense to increase investment at some point down the road in
fab technology and capacity versus just eventually moving it all back into your foundry partners, et cetera?
  
George Davis - Qualcomm Incorporated - EVP & CFO

As we look out over, say, the next five years, I don’t see a scenario where we aren’t heavily utilizing the factories that they have today. And they have a
couple of — they have a couple factories that are below their target utilization and they’re working as part of their synergy programs. They’re working to get
those operating more effectively, but they’re very highly optimized. You look at the equipment configurations, you look at how they operate those factories,
it’s a very important part of their margin structure and we would sustain that.
  
James Faucette - Morgan Stanley - Analyst

And then you mentioned on the $500 million, 35% coming from that, the other 65%, how much is — are you anticipating could come from increased
leverage or ability to go in and do a more complete solution for automakers and some of the targeted markets that you’ve expressed interest in and that NXPI
has talked about as well?
  
George Davis - Qualcomm Incorporated - EVP & CFO

That I would say the large majority of the 65% that is OpEx and the sort of spend that you do in engineering and cost of sales is going to be largely due to
overlap. So — and then what I see from what you’re saying is, are there revenue synergies that’s going to come and we think, we have not given an estimate
for revenue synergies in part because the automotive side, there is long burn-in cycles for automotive, so it wouldn’t be in the next couple years. But it could
be significant in the out years from that. And Rick made the point on the call that — Rick Clemmer, who’s the CEO of NXP made the point on the call that
one of the things that factored into their desire to do this combination was logic of putting together our assets with their automotive assets, our connectivity
assets, our low power compute assets, our ability to bring machine learning algorithms to this and the sort of things that are going to be needed for automotive
in particular for ADAS going forward, very important. So we believe there’s going to be significant revenue synergies down the road. We just haven’t played
that out and we think that just provides more support for the deal.
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James Faucette - Morgan Stanley - Analyst

I want to take a quick pause here and see if there any questions from the audience, because I know this is an important topic for many of you. I think we have
one.
  

Q U E S T I O N S    A N D    A N S W E R S

Unidentified Audience Member

Good afternoon. First of all congratulations on this deal. I’ve been doing some work on it and it actually looks fantastic. I have one sort of problem, concern.
Given that some may say that you have somewhat of a turbulent relationship with China and Chinese authorities and you will need an approval from those
various authorities to complete the deal. How do you strongly feel that this will not be some sort of a stumbling block or a sort of factor which can reduce the
value of this deal?
  
George Davis - Qualcomm Incorporated - EVP & CFO

I think, certainly the NDRC experience was a turbulent experience at the time and — but if you look at the state and the nature of the relationship we have
broadly in China with a number of governmental entities, with large, both customers and then suppliers our relationships are actually quite good in China
now. We feel very comfortable and it’s something that has been hard won and we are making significant investments in China as part of our long-term
relationship we announced for instance, a data center chip program in Guizhou that is well underway. We’re a very important partner for SMIC and we’ve
helped them qualify 28 nanometer. So we look to play a very constructive role in the areas where the government is keen for development within the country.
So we actually — we view the NDRC experience as having really built a much stronger foundation for relationship in China going forward. So we probably
look at a little bit differently than you’re interested.
  
James Faucette - Morgan Stanley - Analyst

So, as a follow-up question, so can you just remind us where you’re at in terms of — estimated royalty coverage in China right now and what’s the plan on
increasing that in the future? I know that you kind of gave an outline for the coming year but were pretty non-specific about like what that could look like?
  
George Davis - Qualcomm Incorporated - EVP & CFO

Okay. So, where we stand is, first off, last year was all about let’s get the licenses signed. We reached an agreement on what the framework for the licensing
program would be but we still had to go and negotiate with the major Chinese OEMs. So we were able to — we signed up nine of the Top 10 Chinese OEMs
and we’re continuing to talk to a couple of other major players that are still out there. And with that when we exited 2016, we said we’re — we currently are
seeing about 73%, we had hoped to be at 75% by the end of the year, but 73% of the Chinese devices being reported and under the licensing umbrella.

Some of that missing piece is not a function of whether it’s a licensed or not it’s whether people fully reporting all of their devices. So there’s both a licensing
issue and a compliance issue. We’ve made a lot of progress on the licensing front and we have more work to do and we’re substantially increasing the
resources that are tied to compliance. And so, we expect that to improve ratably overtime and that will be a tailwind for growth for the licensing business as
we close the gap to other parts of the world.
  
James Faucette - Morgan Stanley - Analyst

And then when you — what about — when do you start pursue non-essential IP licensing in China?
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George Davis - Qualcomm Incorporated - EVP & CFO

Just by way of background the relevance of that when we were required to license in China was the Chinese standard-essential patents, which is a portion of
the value of our portfolio, but most of our licensees take both the standard-essential and the non-standard central patents, which are quite significant, which
provides them with more protection as they operate around the world.
  
James Faucette - Morgan Stanley - Analyst

Let me clear like non-essential includes things like display technologies, camera interface or [da da]?
  
George Davis - Qualcomm Incorporated - EVP & CFO

Right. And so these technologies will become important and so the question has always been, well, can’t you raise the rate because — and that may be the
case. The focus for us quite frankly like I said is really been on let’s get people licensed under what’s been agreed. Let’s get compliance where it needs to be. I
think it’s a valuable consideration as you look to potential, as these companies expand outside of China, it becomes even more important to have those
licenses. I think those are things that provide some stability in a foundation and potential for growth. But really, right now the focus is on our licensing and
compliance as opposed to trying to turn that last out.
  
James Faucette - Morgan Stanley - Analyst

So I wanted to ask on — back on the chip side is that, this year you lost a significant socket at a very high profile customer and I guess at the same time from
my perspective, the phones from this high profile customer that are using their competitor’s modems do not perform as well, like the test have shown. They
don’t work as well and maybe even so much that this OEM is handicapping your modems in some of the phones where you do still have presence. So perhaps
it seems a little bit puzzling, but what can you do to make sure that in the future they and other OEMs continue to really care about modem performance?
Like when people complain about battery life and the like, that almost always can be addressed best through improved modem performance, at least
historically. So, it seems like it’s a little surprising they choose to do that for such an expensive phone. But how do you make sure that they’re making the best
decision and that modem performance matters?
  
George Davis - Qualcomm Incorporated - EVP & CFO

I’m going to be careful not to talk to a specific customer but what I can say —.
  
James Faucette - Morgan Stanley - Analyst

I made it hard to search via Google.
  
George Davis - Qualcomm Incorporated - EVP & CFO

Thank you. So what I would say is there have always been points in time particularly in the life cycle of a particular node or generation where in certain
regions, you can use a less than what I would call leading edge or the highest performance modem. Some of those things where operators don’t have enough
clout to basically insist on it or the requirements on the network just don’t — they’re not able to use all the features at this stage. However, we’re a firm
believer that the modem roadmap is getting more and more complex, and the requirements are going up, not going down. So you have to stay on the treadmill
and that we believe that leadership pays. We’re even seeing in China that the demand for uplink carrier aggregation have created a competitive opportunity
for us that people wouldn’t have seen a year ago.
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James Faucette - Morgan Stanley - Analyst

Interesting.
  
George Davis - Qualcomm Incorporated - EVP & CFO

Even as we’re seeing less share or kind of the very low-end of the market where the, kind of the more attractive tiers of the market, modem differentiation
really matters. And we think that’s going to continue to be the case. Gigabit LTE is available, people are going to want it, you’re going to want the speed;
you’re going to want the performance, we think that will drive people to it. T-Mobile has already announced that they’re doing 4x4 MIMO, which you’d have
to use a leading device to get to. If you look at the convergence between Wi-Fi and cellular that requires certain technology that we’re a clear leader in. So I
think all of these things and this is all before you get to 5G, which 5G is built on top of advanced 4G. So all those things we think make it attractive to
continue to drive the roadmap and quite frankly, it’s very hard. The roadmap is hard to stay on and that’s why when you look at the competitive device it
doesn’t compete as well because it’s just not at the same place.
  
James Faucette - Morgan Stanley - Analyst

Right. So, sorry to move back and forth, but I did want to touch on the royalty business and as it relates back to NXPI and you’re looking to expand the
markets that you’re addressing, how should we think about how you view at Qualcomm the opportunity to collect royalties outside of handsets? How
significant could that be and at what point does that start to be meaningful and going beyond just handsets?
  
George Davis - Qualcomm Incorporated - EVP & CFO

So the last kind of perspective we gave on that was for calendar or fiscal 2015, we had about $500 million in revenues related to non-handset. The per unit
was about $3 per unit in that context. And again, remember these have different licensing schemes as opposed to being on the full price of the device, which
is — where how handsets is done. For instance, you wouldn’t do a modem in a car based on that price of a car, so —.
  
James Faucette - Morgan Stanley - Analyst

That would be awesome.
  
George Davis - Qualcomm Incorporated - EVP & CFO

Yes, that would be wonderful. But there’s — so they’re priced on modules or some other element and then or some are tapped, some have floors. And so,
these are things like say automotive connectivity, you’ve got stand-alone network devices. You’ve got dongles. You’ve got a lot of things that will grow
overtime and I think industrial IoT is going to grow, but these are going to be very, very low cost, narrowband cellular devices with sensors. And so as I think
about it, I think the units are going to be very strong. It is going to be a solid contributor, but really the primary growth to get to the $10 billion that Derek
talked about out in 2020 is still going to be handsets and probably the biggest difference between what I think the Street is forecasting in the long term and the
way we see the market is, we think that the actual unit growth continues to be quite strong over that time period particularly driven by the emerging markets
and we think the ASP erosion is at a lower rate than the Street has it. And that combination really is going to account for a lot of —.
  
James Faucette - Morgan Stanley - Analyst

So strong growth, but in less ASP erosion than —.
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George Davis - Qualcomm Incorporated - EVP & CFO

And we’ve seen that. I think people are still reacting to the fact that we saw 12% ASP erosion in 2015, but in 2016, we’re about half that rate and we expected
to be substantially lower in 2017. And so if you were just drawing a straight line down before, I think you’ve got the wrong pattern.
  
James Faucette - Morgan Stanley - Analyst

So maybe we can just pull out a part just a little bit. I’ve covered Qualcomm for way more years than I’m going to admit up here and it seems like over that
time there’s always been this presumption that handset prices would decline and —.
  
George Davis - Qualcomm Incorporated - EVP & CFO

We were guilty of making that forecast and we were wrong.
  
James Faucette - Morgan Stanley - Analyst

Right and what has instead happened is that you end up with different tranches of phones and so the real question is what’s that next incremental tranche
pricing look like, right? And then replacement cycles can have a big impact as well. So, when you think about like the slower rate of pricing decline than the
Street’s modeling, but where do you think the excessively negative or pessimistic assumptions is coming in?
  
George Davis - Qualcomm Incorporated - EVP & CFO

A couple things. I think one is the willingness in emerging markets to commit more of personal GDP to the single device they use to connect to the Internet.
And also if you think about mix, mix was a factor where when we were largely developed based, pricing, the initial impact of the emerging markets on mix
was pulling down pricing, but you had a very significant mix of emerging market now for the last few years.
  
James Faucette - Morgan Stanley - Analyst

Right.
  
George Davis - Qualcomm Incorporated - EVP & CFO

And so, a lot of the effects of that are already in place and you’re seeing upgrades in those emerging markets as they are moving up from the low-tier to the
mid and high-tiers, because the functionality is so different and their awareness of the capability of these devices and value of it to them is significant.
  
James Faucette - Morgan Stanley - Analyst

Great. Any last questions before we wrap up with George here?
  

Unidentified Audience Member

Hi, sorry, this is more of a philosophical long-term question, I guess. I mean with the purchase of NXP, you’ll always be a provider of more and more IP in a
given device, whether the device is a phone or a car, and ultimately, we’ll probably see more of these kind of mergers coming through in the future. Are you
worried or are you seeing any push back from the OEMs whether the car OEMs or phone OEMs having being uneasy with having less and less suppliers who
provide the actual essential IP to the device?
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George Davis - Qualcomm Incorporated - EVP & CFO

I think we expect there to be actually a lot of support from the automakers for this. I think it is, NXP is an important supplier and this is bringing really more
capability to the NXP offerings that’s complementary as opposed to eliminating a competitor in that space and I think, we’re also — we’re bringing devices
that they can build their own technology on as opposed to trying to displace their — in essence own a particular space and require them to use our technology.
So I think that — I think, we’re going to be seen as a very good supplier to automotive, but more importantly, we’re going to — the NXP automotive
capability is really going to be the leading — the tip of the spear for the Company in the sense that they have the center of gravity in automotive and we’re
going to be bringing our technology in to build on the relationships they already have, which are quite good.
  
James Faucette - Morgan Stanley - Analyst

Great. That’s all the time we have. George, John, Qualcomm, I want to thank you for joining us today.
  
George Davis - Qualcomm Incorporated - EVP & CFO

Pleasure. Thanks James.
  
James Faucette - Morgan Stanley - Analyst

And keep it going, you got a lot of work to do.
  
George Davis - Qualcomm Incorporated - EVP & CFO

Yes, thank you.
  
John Sinnott - Qualcomm Incorporated - VP, IR

Thanks.
  
George Davis - Qualcomm Incorporated - EVP & CFO

Thanks everybody.
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Exhibit (d)(7)

POWER OF ATTORNEY

The undersigned, QUALCOMM Incorporated, a Delaware corporation (“Qualcomm”), duly represented by George S. Davis, Executive Vice President
and Chief Financial Officer, in such capacity authorized to represent Qualcomm, hereby authorizes and appoints:

Adam P. Schwenker
and/or

David E. Wise
and/or

David M. Zuckerman

each individually and each with power of substitution, in the context of the tender offer (as amended from time to time, the “Offer”) publicly announced by
Qualcomm River Holdings B.V., an indirect, wholly owned subsidiary of Qualcomm (“Purchaser”), on or about November 18, 2016 and made by Purchaser
for all outstanding common shares of NXP Semiconductors N.V., a public limited liability company organized under the laws of The Netherlands (“NXP”),
attorney-in-fact to:
 

 
(i) execute, deliver and file with the United States Securities and Exchange Commission (the “SEC”) on behalf of Qualcomm all documents to be

executed, delivered or filed with the SEC by Qualcomm in connection with the Offer, including, without limitation, any Schedule TO and any
amendment or exhibit thereto relating to the Offer;

 

 (ii) do and perform any and all acts for and on behalf of the undersigned which may be necessary or desirable to complete and execute any such
Schedule TO or amendment or exhibit thereto and timely file such form with the SEC and any stock exchange or similar authority; and

 

 

(iii) take any other action of any type whatsoever in connection with the foregoing which, in the opinion of such attorney-in-fact, is for the benefit of,
in the best interest of, or legally required by, Qualcomm, all such documents described in this sentence to be in such form as required, to do and
perform each and every act and thing requisite and necessary to be done in and about the premises, as fully to all intents and purposes as
Qualcomm might or could do if personally present by one of its authorized signatories.

This Power of Attorney shall remain in full force and effect until either revoked in writing by the undersigned or until such time as the person to whom power
of attorney has been hereby granted ceases to be an employee of Qualcomm.

IN WITNESS WHEREOF, the undersigned has caused this Power of Attorney to be executed as of this 18th day of November, 2016.
 
QUALCOMM INCORPORATED

By:  /s/ George S. Davis
 George S. Davis

 
Executive Vice President and
Chief Financial Officer


