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The decision

At 8:30 a.m. Central European Summer Time on 5 June 2024, NXP Semiconductors and
Vanguard International Semiconductor (VIS) announced a plan to establish VisionPower
Semiconductor Manufacturing Company (VSMC), a joint venture that would build a 300-mm
wafer fab in Singapore. The announcement called for VIS to own 60% and operate the facility,
while NXP would own 40%. The companies anticipated an initial build-out cost of $7.8 billion and
stated that the partners would contribute $1.9 billion more for long-term capacity
infrastructure. The announcement did not allocate that additional amount between them. S1

NXP's chief executive said the partnership fit a hybrid manufacturing strategy and could support
competitive cost, supply control and geographic resilience. The plan also placed new capacity in
Singapore, where NXP already had a majority-owned fab with a different partner. Meanwhile,
demand across NXP's end markets was mixed, and inventory remained elevated. The proposed
facility would take years to start production. S1-S3

Assignment: Assume NXP's executive committee asks you to recommend the priorities and
safeguards the company should pursue as VSMC moves through approvals, detailed planning
and construction. This is a hypothetical classroom assignment; the announcement does not
establish what NXP's actual board or management discussed. Recommend what NXP should
monitor, what information or rights it should seek where available under the definitive
arrangements, and how it should decide whether to support later capacity commitments. The
public release does not disclose those arrangements.
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A hybrid manufacturing company

NXP sells semiconductors for automotive, industrial and Internet of Things, mobile, and
communications infrastructure applications. Its manufacturing system combines wholly owned
facilities, joint ventures and outside foundries. NXP said it manages manufacturing assets
centrally to improve utilization, purchasing scale and overhead leverage. It focuses owned and
joint-venture wafer production on proprietary specialty processes, while generally outsourcing
processes that third-party foundries offer when doing so is economical. It also said it was
increasingly concentrating in-house manufacturing on competitive 8-inch facilities, particularly
at 140, 180 and 250 nanometers, to improve return on invested capital and reduce capital
spending. S2

The model exposes NXP to risks on both sides of the make-or-buy decision. During the 2022
semiconductor shortage, NXP said foundry partners could not supply all demand for some
products. Outsourcing costs and prices can vary with supplier utilization, volume, process and
geometry. The company also warned that when demand weakens, utilization at its own fabs can
fall while fixed costs remain, lowering gross profit. S2

Existing Singapore facility: SSMC

NXP already owned 61.2% of Systems on Silicon Manufacturing Company (SSMC), a
Singapore-based joint venture with TSMC. At the end of 2023, NXP listed SSMC as an 8-inch
wafer fab using 0.14-0.25 micrometer processes for CMOS, embedded non-volatile memory,
power, BCDMOS and radio-frequency products. These are facility and process facts; they do not
show which products could move to another fab, the amount of NXP's output assigned there, or
the site's utility dependencies. S2

Proposed Singapore facility: VSMC

The June 5 plan described a separate, planned 300-mm fab in Singapore. It would support
130-40 nm mixed-signal, power-management and analog products aimed at automotive,
industrial, consumer and mobile markets. Process technologies were planned to be licensed and
transferred from TSMC. VIS would operate the facility. The release said the venture would
provide proportional capacity to both equity partners and target 55,000 wafers per month in
2029. It did not disclose the allocation formula, wafer mix, minimum loading, price schedule or
contingency terms. S1

The two Singapore facilities therefore represent different wafer sizes, process ranges, partners
and operating structures. The public information does not establish product or process
interchangeability, common utilities or site-level independence. VSMC may add a different type
of capacity and a new VIS operating relationship within Singapore; the announcement alone
does not demonstrate geographic diversification away from Singapore or quantify a reduction in
correlated interruption risk. S1-S2

A staged project with substantial commitments

The companies planned to begin construction of VSMC's initial phase in the second half of 2024,
subject to required regulatory approvals, with initial production planned for 2027. The stated
$7.8 billion initial build-out comprised a planned $2.4 billion VIS equity contribution for 60%
ownership and a $1.6 billion NXP contribution for 40%. The companies also said they would
contribute another $1.9 billion to long-term capacity infrastructure, without specifying each
partner's share in the public announcement. The release said third parties would supply the
remaining funding, including loans. A second phase would be considered after a successful
initial ramp and subject to both partners' commitments. S1
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The size of NXP's disclosed equity amount was material relative to its recent scale. NXP
reported $13.276 billion revenue and $827 million cash capital expenditures in 2023. The $1.6
billion VSMC equity amount equals about 12.0% of 2023 revenue and 1.9 times that year's cash
capital expenditures. These ratios compare a multiyear investment amount with annual
historical measures; they do not show annual cash timing, total NXP exposure, project returns
or available funding. S1-52

The VSMC plan also sat beside an earlier European project. In 2023, NXP joined TSMC, Bosch
and Infineon in announcing ESMC, a planned Dresden fab with 28/22 nm and 16/12 nm
processes and an expected 40,000 wafers per month. NXP's 2023 Form 10-K disclosed a
commitment of about $550 million to ESMC over five years. Both projects were plans as of this
case's cutoff; neither announced target output nor future performance was an achieved result.
S2,54

Demand and operating context

NXP's Q1 2024 revenue was $3.126 billion, essentially flat from a year earlier but down 8.6%
sequentially. End markets moved in different directions. Automotive revenue declined 1.3%
year on year; Industrial & loT increased 13.9%; Mobile increased 34.2%; and Communications
Infrastructure & Other declined 24.6%. The company attributed the automotive decrease to
processors and ADAS-Safety, partly offset by advanced analog; it attributed the
communications decline to weak demand in secure cards and RF power and anticipated
processor end-of-life. S3

For Q2 2024, NXP guided to revenue of $3.025-$3.225 billion, a midpoint of $3.125 billion and
5% below Q2 2023. The company cautioned that guidance was an estimate, not a
representation that results would be achieved. S5

At Q1 close, NXP reported $2.908 billion in cash. With an available $2.5 billion revolving credit
facility, its Q1 filing described $5.408 billion of liquidity. Its Q1 call reported 144 days of
inventory, up 12 days sequentially, and distribution inventory of about seven weeks.
Management said it was limiting inventory in the channel while retaining more inventory on its
own balance sheet to preserve flexibility. These indicators do not establish demand for VSMC's
specific products when the fab is expected to start production. S3, S6
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Exhibit 1. Operating and capital-allocation context

Measure

Revenue

Cash capital expenditures

Cash and short-term deposits

Total debt

Net debt

Stated available liquidity

NXP's announced VSMC equity

contribution

NXP's earlier ESMC commitment

Reported value

$13.276bn

$827m

$4.271bn

$11.175bn

$6.904bn

$6.771bn

$1.6bn

About $550m

Period / definition

FY2023

FY2023 cash outflows for capital
expenditures

31 Dec. 2023

31 Dec. 2023

31 Dec. 2023; company-defined
non-GAAP measure

31 Dec. 2023, including $2.5bn
undrawn revolving facility

Multiyear project contribution; timing
not stated in the release

Expected over five years, as disclosed
in the 2023 10-K

Sources: S1-52. VSMC's separate $1.9 billion infrastructure contribution was announced as a
joint commitment with no partner allocation; it should not be added to the $1.6 billion NXP
equity amount as if NXP's share were known. Available liquidity is not the same as cash

available for this project.

Exhibit 2. Existing and planned Singapore fab exposure

Facility

SSMC, Singapore

VSMC, Singapore

Status at NXP ownership
cutoff / partner
Operating NXP 61.2%;
TSMC holds
the balance
Planned; NXP 40%; VIS
approvals 60%; VIS to
pending operate; TSMC

technology lic
ense/transfer
planned

Wafer size

8-inch

300-mm

Disclosed
process range
/ focus

Operating
facts known

0.14-0.25 um; Facility listed
CMOS, eNVM, in NXP's 2023
power, Form 10-K;
BCDMOS, RF site and utility
correlation
with VSMC
undisclosed
130-40 nm Initial
mixed-signal, production
power planned 2027;
management, 55,000
analog wafers/month
expected in
2029; product
mix and
utilization
unknown

Sources: S1-S2. The two process ranges and wafer sizes are descriptive and do not demonstrate
product interchangeability, qualification, common utilities or independent site-level risk.
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What should NXP secure and monitor?

NXP had stated a strategic objective-competitive cost, supply control and geographic
resilience-and announced an ownership, funding and operating structure. Yet the public
materials left important execution questions unanswered: how much NXP-specific demand
would fit VSMC's process portfolio; how capacity would be priced and allocated in shortage; who
would control operating decisions and monitor technology transfer; how construction and ramp
milestones would be measured; and what further funding or capacity obligations could arise.
These are information gaps, not proof that the private agreements lack protections. S1-52

The choices available for discussion can be framed as execution postures:

1. Execute within the announced structure. Use the proportional-capacity plan, rely on
VIS's operating role and monitor cost, supply and ramp outcomes against NXP's existing
foundry options.

2. Emphasize staged commitments and governance. Seek clear information, allocation
and escalation processes and measurable gates for construction, qualification, initial ramp
and any second phase, where the definitive arrangements permit.

3. Preserve more sourcing flexibility. Limit future NXP loading or incremental capacity
commitments to products and demand that justify them, retaining qualified external sources
where feasible and consistent with contractual obligations.

These are analytical alternatives, not claims that NXP could cancel or freely renegotiate the
announced plan. The public announcement described construction as subject to approvals and
phase two as conditional, but did not disclose definitive terms or remedies.

Decision memo: Recommend the execution posture you consider most defensible. Identify the
evidence you would require before any later expansion decision; propose operating measures
that distinguish demand, yield, utilization, cost and supply availability; and explain how NXP
should consider its existing SSMC and ESMC positions. Address the strongest counterargument
to your recommendation. Do not calculate a project NPV from undisclosed cash flows or assume
a product can transfer between SSMC and VSMC.
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Discussion questions

1. How does VSMC fit with NXP's hybrid manufacturing approach and stated move toward
selective in-house capacity?

2. What strategic value could VSMC create, and what mechanisms or evidence would show that
the value was realized?

3. Does the proposed Singapore facility change NXP's geographic risk, capacity risk, partner risk
or process portfolio? Which effects remain unproven?

4. What execution priorities and measures would you recommend? How should they differ
before construction, during qualification and after initial production?

5. What conditions should inform any second-phase commitment? What would cause you to
pause, proceed or revise the planned capacity path?

Sources and conventions

S1. NXP, “VIS and NXP to Establish a Joint Venture to Build and Operate a 300mm Fab”, June 5,
2024, 8:30 a.m. CEST. Paragraphs 1-5 contain the proposed facility, terms, targets and
management rationale.

S2. NXP, 2023 Form 10-K, accession 0001413447-24-000013, filed February 22, 2024. Iltem 1,
“Manufacturing,” printed pp. 7-9 (including Singapore SSMC row, p. 9); Item 1A, supplier and
fixed-cost risk, pp. 20-21; Item 7, “Liquidity and Capital Resources,” pp. 39-41; consolidated
cash flows, p. 53.

S3. NXP, Q1 2024 Form 10-Q, accession 0001413447-24-000038, filed May 3, 2024. MD&A
printed pp. 17-21, including revenue by end market and quarter comparisons.

S4. TSMC, Bosch, Infineon and NXP, ESMC Dresden fab announcement, August 8, 2023. Planned
capacity and process technologies; no realized output.

S5. NXP, Q1 2024 results release, Exhibit 99.1 to 8-K, accession 0001413447-24-000040, April
29, 2024. Revenue guidance table and caution.

S6. NXP Q1 2024 earnings call, held April 29, 2024; transcript excerpt available through The
Motley Fool. Inventory metrics are attributed to management; reported values cross-checked
against company filings where available.

All amounts are U.S. dollars unless noted. “NXP” and “company” refer to NXP Semiconductors
N.V. and its consolidated subsidiaries. Information after June 5, 2024, 8:35 a.m. CEST is
excluded. Targets and terms remain plans or expectations as stated at that cutoff. No student
answer or later outcome is included.
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