
 

 

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE TO
(Rule 13e-4)

TENDER OFFER STATEMENT UNDER SECTION 14(d)(1) OR 13(e)(1)
OF THE SECURITIES EXCHANGE ACT OF 1934

ANALOG DEVICES, INC.
(Name of Subject Company (Issuer) and Filing Person (Offeror))

Options to Purchase Common Stock, $0.162/3 par value
(Title of Class of Securities)

032654 10 5
(CUSIP Number of Class of Securities (Underlying Common Stock))

Margaret K. Seif
V.P., General Counsel and Secretary
One Technology Way, Norwood, MA

(781) 329-4700
(Name, address and telephone number of person authorized to receive notices

and communications on behalf of filing persons)

with a copy to:
Mark G. Borden, Esq.

Graham Robinson, Esq.
Wilmer Cutler Pickering Hale and Dorr LLP

60 State Street
Boston, Massachusetts 02109

(617) 526-6000

CALCULATION OF FILING FEE
   

Transaction Valuation*  Amount of Filing Fee
Not applicable*  Not applicable*

 

*  Pursuant to General Instruction D to Schedule TO, no filing fee is required in connection with this filing as it contains only preliminary
communications made before the commencement of a tender offer.

o  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: Not applicable  Filing Party: Not applicable
Form of Registration No.: Not applicable  Date Filed: Not applicable

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

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

 o  third party tender offer subject to Rule 14d-1.
 

 ☑  issuer tender offer subject to Rule 13e-4.
 

 o  going private transaction subject to Rule 13e-3.
 

 o  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: o

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

 o  Rule 13e-4(i) (Cross-Border Issuer Tender Offer).
 

 o  Rule 14d-1(d) (Cross-Border Third-Party Tender Offer).
 
 
 

 



 

On June 4, 2009, Analog Devices, Inc. (Analog or the “Company”) filed a Preliminary Proxy Statement for a Special Meeting of Shareholders scheduled to
be held on July 20, 2009 (the “Preliminary Proxy Statement”), which contains a proposal to the shareholders of the Company to approve a stock option
exchange program for employees other than the Company’s named executive officers and directors (the “Option Exchange Program”). The Preliminary Proxy
Statement is attached hereto as Exhibit 99.1.

The Preliminary Proxy Statement and the employee communications attached as exhibits to this Schedule TO do not constitute an offer to holders of the
Company’s outstanding stock options to tender those options. The Option Exchange Program will only be commenced, if at all, if the Company’s
shareholders approve the Option Exchange Program. Even if the requisite shareholder approval is obtained, the Company may still decide later not to
implement the Option Exchange Program.

The Option Exchange Program has not yet commenced. Analog will file a Tender Offer Statement on Schedule TO with the Securities and Exchange
Commission (“SEC”) upon the commencement of the Option Exchange Program. Persons who are eligible to participate in the Option Exchange
Program should read the Tender Offer Statement on Schedule TO and other related materials when those materials become available, because they
will contain important information about the Option Exchange Program.

In connection with the proposal to be voted on by Analog’s shareholders to approve the Option Exchange Program, Analog has filed a preliminary
proxy statement with the SEC and intends to file other relevant materials with the SEC, including a definitive proxy statement. Analog shareholders
are urged to read such materials as and when they become available and before making any voting decision regarding the Option Exchange
Program, because they will contain important information about the proposal to be voted on by shareholders with respect to the Option Exchange
Program.

Analog shareholders and option holders will be able to obtain the written materials described above and other documents filed by Analog with the
SEC free of charge from the SEC’s website at www.sec.gov. In addition, shareholders and option holders may obtain free copies of the documents
filed by Analog with the SEC by directing a written request to: Analog Devices, Inc. One Technology Way, Norwood, MA 02062; Attention: Investor
Relations.

ITEM 12. EXHIBITS.
   
Exhibit   
No.  Document
   
99.1

 
Preliminary Proxy Statement for a Special Meeting of Shareholders scheduled to be held on July 20, 2009 (filed with the SEC on June 4,
2009, and incorporated herein by reference).

   
99.2  Memo from Bill Matson to all ADI Managers regarding the Proposed Stock Option Exchange Program, dated June 4, 2009
   
99.3

 
Memo from Jerald Fishman to all employees regarding the Proposed Stock Option Exchange Program, dated June 4, 2009, with Q&A for
employees regarding the Stock Option Exchange Program (June 4, 2009).
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Exhibit 99.2

   
To:  All ADI Managers
 
From:  Bill Matson
 
Subject: Proposed Stock Option Exchange Program
 
Date:  June 4, 2009

Later today, ADI will announce the calling of a special meeting of shareholders on July 20, 2009 to consider our proposal to offer employees the choice of
exchanging certain existing stock options that are “underwater” (e.g. have an exercise price significantly higher than the current market price) for a smaller
number of new stock options granted at current market prices.

The details of the proposed exchange are outlined in the attached letter from Jerry Fishman along with some questions and answers. These communications
will be delivered to all employees at the end of the day. We are delivering this material to you in advance of the general announcement so that you have time
to review it. We do not expect you to answer employee questions on this issue for reasons set forth below.

As with any financial decision, this choice will be a personal one for each employee and participation is completely voluntary. As a company, we cannot
advise employees either way and as managers it is important that we avoid any situation where we could be seen as offering opinions, even if it is simply
stating our own intentions.

If your employees have questions about the program, please direct them to Jerry’s memo and the Q&A. The Stock Option Exchange Program is governed by
strict Securities and Exchange Commission (SEC) rules that require all written communications about the Program (including emails) to be filed with the
SEC. As a result, only a limited number of people at ADI will be authorized to communicate the details of the program. If you or your employees have
questions that are not answered in Jerry’s memo and the Q&A, please submit inquiries to a special mailbox we’ve established for employee questions at
stockoptionexchangeinfo@analog.com.

*****

The Stock Option Exchange Program has not yet started. We will file a Tender Offer Statement on Schedule TO with the Securities and Exchange
Commission when we launch the program. If you are eligible to participate, you should read the Tender Offer Statement and other related materials
when they become available because they will contain important information about the program. Our shareholders should also read the preliminary
proxy statement filed today with the SEC along with related materials we file with the SEC, which contain additional information about the proposal
to approve the program, before making any voting decision regarding the program. You will be able to obtain the written materials described above
and other documents we file with the SEC free of charge from the SEC’s website at www.sec.gov or by sending a request to: Analog Devices, Inc.
One Technology Way, Norwood, MA 02062; Attention: Investor Relations.



Exhibit 99.3

   
To:  All ADI Employees
From:  Jerry Fishman
Subject:  Stock Option Exchange Proposal
Date:  June 4, 2009

Stock Options are an important part of ADI’s compensation program. Our option awards provide employees with an opportunity to participate in ADI stock
appreciation and therefore align our employee’s interests and goals with those of our owners — our shareholders. Since the technology bubble burst many
years ago, technology stocks such as ADI have produced few if any gains. Many of the stock options you have received are “underwater” (e.g. they have an
exercise price that is higher than the current market price of the stock). In addition, we are required to subtract the value of these options from the company’s
profit each quarter. This combination of circumstances produces the unintended result of an expensive plan for ADI that has produced little tangible value to
our employees.

Yesterday, our Board of Directors approved a Stock Option Exchange Program that will enable participants to exchange underwater stock options for a
smaller number of new stock options which will have an exercise price in line with the current market price of ADI shares.

Before we can undertake this program, we must obtain the approval of our shareholders. In the past, shareholders have not been receptive to such company
proposals as they believed that these plans unduly favored employees since shareholders do not have the opportunity to reprice their purchases if our share
price goes down. However, the extraordinary decline in the stock market over the past year has led some shareholders to accept a prescribed framework for
exchanging underwater stock options that includes exchange ratios that provide fewer new shares (recognizing the lower value of underwater stock options),
new vesting schedules, and a shorter period for exercising stock options awarded after the exchange.

We designed our program (described in more detail in a Q&A below) with these market-tested features in order to maximize our chances of obtaining
shareholder approval and we are hopeful that our shareholders will approve our plan at a special shareholder meeting to be held on July 20th.

Your participation is completely voluntary. If you decide not to participate, you will keep your existing stock options with no changes to their current terms.
As you consider whether to take advantage of this proposal for any particular stock option, there are many complex issues to consider including the remaining
term of the stock option, the new stock option price, the exchange ratio, and your assessment of the likely movement of

 



 

ADI’s stock price going forward. Ultimately, I expect it will be a very personal decision that can have a significant effect in the long term and therefore, I
would advise you to give it careful consideration. We will be back to you with more information following the shareholder meeting next month when I hope
we can extend this important choice to each of you.

ADI’s Proposed Stock Option Exchange Program
Employee Q & A

1. What is ADI’s proposed Stock Option Exchange Program?

ADI is seeking shareholder approval for a proposed Stock Option Exchange Program which is a voluntary, one-time opportunity for eligible employees to
exchange certain past stock option awards with an exercise price significantly higher than the current market price of our common stock (known as
“underwater” options) for a fewer number of new stock options at the then current market price. The number of new stock options will be determined using
exchange ratios designed to yield new stock options with a value approximately equal to the stock options that are exchanged.

2. What is the purpose of the Stock Option Exchange Program?

The price of our common stock, along with that of other technology companies, has been significantly affected by the worldwide economic downturn. As a
result, many of our employees hold a significant number of stock options, granted to them as part of ADI’s compensation plan, that are underwater. These
stock options have not delivered the value to our employees that we intended to provide at the time the options were granted. If approved by shareholders, this
stock option exchange proposal will allow us to address this concern and increase the motivational and retention value of our stock program. ADI stock
options constitute a key component of our total compensation program, encouraging our employees to think and act like owners of the business, motivating
them to work toward the Company’s success and rewarding their contributions by allowing them to benefit from increases in our stock value.

3. Why is Analog submitting the Stock Option Exchange Program for stockholder approval?

We are asking our shareholders to approve the proposed Stock Option Exchange Program in order to satisfy the terms of our stock plans and NYSE rules, and
as a matter of good corporate governance. We expect to hold a special shareholder meeting on July 20, 2009. We cannot proceed with this proposal if we do
not receive shareholder approval.

4. Will ADI benefit from the proposed Stock Option Exchange Program?

Yes. The Stock Option Exchange Program allows ADI to replace stock options that have little or no retention or incentive value with stock options that we
believe will provide both retention and incentive value without creating significant additional compensation expense.

5. Will this proposed Stock Option Exchange Program increase costs to ADI?

 



 

We do not expect the Stock Option Exchange Program to result in a significant increase in costs to ADI.

6. Who will be eligible to participate in the Stock Option Exchange Program?

We anticipate that the Stock Option Exchange Program will be open to all active employees who hold eligible stock option grants other than our “named
executive officers” as described below, in the answer to the next question. Although we intend to include all eligible employees, ADI may have to exclude
eligible employees in certain locations outside the US if, for any reason, we find that their participation would be illegal, inadvisable, or impractical.

7. Will ADI’s executive leadership participate in the Stock Option Exchange Program?

Members of ADI’s Board of Directors and ADI’s “named executive officers” (our CEO, chief financial officer, and other three highest paid executive
officers) as listed in our most recent proxy statement will not be eligible to participate in the Stock Option Exchange Program.

8. Are former employees who recently left ADI eligible to participate in the Stock Option Exchange Program?

No, only active employees on the date the offer to exchange begins are eligible to participate in the Program. Employees also must remain employed by
Analog through the grant date of the new options in order to exchange their options.

9. When will the Stock Option Exchange Program begin, if our shareholders approve it?

If shareholders approve the proposed Stock Option Exchange Program at our special shareholder meeting currently planned for July 20, 2009, we expect to
commence the Stock Option Exchange Program in late August (but in no event more than 12 months after we receive shareholder approval). The actual
launch date of the program will be communicated to employees in advance of the program’s commencement. From the time the Stock Option Exchange
Program commences, eligible employees will be given at least 20 business days to make an election to exchange their eligible stock options. New stock
option grants will be issued shortly after the close of the Stock Option Exchange Program which we currently anticipate to be in late September 2009.
However, even if shareholder approval is obtained, ADI’s Board of Directors retains the authority, in its sole discretion, to determine not to implement the
Stock Option Exchange Program or to modify its terms.

10. What stock options will be eligible for exchange under the Stock Option Exchange Program?

To be eligible for exchange, a stock option grant will have to meet two basic criteria. It must:

(a) be significantly underwater which is commonly defined as having an exercise price above the highest price ADI stock has traded at ($30.68) over the
52 weeks

 



 

immediately preceding the date the Stock Option Exchange Program begins,

and

(b) have a grant date from November 10th 2000 through December 31st 2007.

11. If I participate in the Stock Option Exchange Program, how will the number of new stock options I receive be determined?

Eligible stock options will be exchanged for a smaller number of stock options with a lower exercise price. The number of new stock options will be
determined by dividing the number of old stock options by the specific exchange ratio applicable to that old stock option as more fully described in the
answer to the next question. ADI will use a commonly accepted stock option valuation model to determine the actual exchange ratios to calculate the number
of options granted in a new stock option grant. The exchange ratios will be designed to result in a fair value of the new stock option grant that is
approximately equal to the fair value of the stock options that are exchanged. The actual exchange ratios will be determined shortly before the
commencement of the Stock Option Exchange Program and communicated to employees in materials distributed at that time.

12. Can you provide me with an example of how the exchange ratios work?

The exchange ratio is based on the relationship between the current value of the original stock options held by the eligible employee and the value of the new
stock options that will be granted in exchange. It is calculated by dividing the value of the new stock option by the value of the original stock option that is to
be exchanged with both values determined shortly before the commencement of the program.

The value of the original stock options is determined by such factors as the original grant price (the higher the exercise price, the less valuable the option), the
year the stock option was granted (the older the stock option, the less time for it to appreciate making it less valuable), and the volatility of our stock (more
stable stocks are less likely to show significant appreciation and are therefore less valuable). These same factors are also applied to the new stock options. The
valuation is subject to US accounting standards which define how all companies report the associated expense of the option grants.

The table below shows how these standards could apply to stock options that might be eligible for exchange in Analog’s program. The older stock options
with a higher exercise price are less valuable, meaning you will need to exchange more of them for each new stock option granted. The table below reflects
the current assumptions used in our proposal to shareholders and will likely change once we apply the final factors in effect at the time we launch the Stock
Option Exchange Program.

 



 

     
Option Grant Date  Strike Price  Exchange Ratio
Nov 10, 2000 –
Sept 28, 2003

 

$50.00+
$42.00-$49.99
$30.68-$41.99  

70:1
24:1
4.5:1

Sept 29, 2003 –
Sept 15, 2006  

$45.00 +
$30.68-$44.99  

3.5:1
2:1

Sept 16, 2006 –
Dec 31, 2007  

$30.68 +
 

1.5:1

The exchange ratios will be applied on a grant-by-grant basis based on where your respective stock options fit in the above table.

13. Why isn’t the exchange ratio 1-to-1 for all eligible stock options?

As described above, underwater stock options have less value than the “at the money” new stock options that will be granted in the Stock Option Exchange
Program; therefore, more underwater stock options are required to equal the fair value of one new stock option.

14. What will be the exercise price of the replacement stock options?

The new stock option grant will be granted with an exercise price equal to the closing price of ADI’s stock on the new stock option grant date (which will be
shortly after the close of the Stock Option Exchange Program) as reported on the New York Stock Exchange (NYSE).

15. Isn’t this just the same as re-pricing employees’ stock options?

No. Under the terms of this program, employees who choose to give up their eligible stock option grants will receive a lesser number of new ones in
exchange. These new stock options will also have a new vesting schedule and a new “term,” or period of time during which they may be exercised.

16. What is the vesting schedule and term for the new stock option grants?

The new stock options will have a new vesting schedule, regardless of whether your old stock options were already partially or wholly vested. The new stock
options will also have a new “term” during which they may be exercised.
     

Option Grant Date  New Vesting Schedule  New Term
Nov 10, 2000 –
Sept 28, 2003  

1 year
(100%)  

2 years

Sept 29, 2003 –
Sept 15, 2006  

3 years
(33.3% per year)  

5 years

Sept 16, 2006 –
Dec 31, 2007  

3 years
(33.3% per year)  

7 years

17. If I elect to participate, when will I receive my new stock option grant?

The new stock option grant date will be as soon as is practicable after the close of the Stock Option Exchange Program. The new stock options will appear in
your Fidelity account within 14 business days after the grant date.

 



 

18. Do I have to participate in the Stock Option Exchange Program?

No. Participation in the Stock Option Exchange Program is completely voluntary. If you choose not to participate, you will keep all of your current
outstanding stock options, including stock options eligible for the Stock Option Exchange Program, and you will not receive a new stock option grant as part
of this program. No changes will be made to the terms of your current stock options if you decide not to participate.

19. If I choose to participate in the Stock Option Exchange Program, do I have to exchange all of my eligible stock option grants?

No. Under the Stock Option Exchange Program, you will be able to exchange stock options on a grant-by-grant basis. This means that you may choose to
exchange some eligible grants, and choose not to exchange others. But if you elect to exchange any stock options within a particular grant, you must
exchange all the stock options in that grant. You will not be able to exchange only a portion of a single grant.

20. What if after the exchange ratios are applied, I am eligible to receive a relatively small number of new stock options?

The exchange ratios will be applied to each individual old stock option you elect to exchange. If after applying the exchange ratio to a particular old stock
option it results in you receiving fewer than 100 new stock options per grant, those old stock options will be exchanged for a cash value equivalent to the fair
value of the new stock options you would have received.

21. Will I be required to give up all of my rights to any original stock option that I choose to exchange under the Stock Option Exchange Program?

Yes. The stock options you surrender in exchange for new stock options in the Stock Option Exchange Program will be cancelled and you will no longer have
any rights under those surrendered stock options.

22. Does ADI recommend that eligible employees participate in the Stock Option Exchange Program, if approved?

ADI cannot advise you as to whether or not you should participate in the Stock Option Exchange Program, if approved. Your participation is completely
voluntary and you should seek your own financial planning advice.

23. What are the next steps in the proposed Stock Option Exchange Program?

There is no action required by employees at this time. Below is the expected timeline of key events for the program:

July 20th: Special Shareholder Meeting
July 21st: Communicate outcome of the Shareholder Meeting to employees
Late August: Planned commencement of the Stock Option Exchange Program

• Comprehensive set of information provided to employees, including a statement of eligible stock options

 



 

• Education materials, which will help employees decide whether or not to participate in the program, will be provided to employees

Late September: Planned conclusion of the Stock Option Exchange Program and granting of new stock options

24. Where can I go if I have additional questions about the Stock Option Exchange Program?

You can find the answers to most of your questions on the Stock Option Exchange Program on Signals (Home > Knowledge Centers > HR > ADI Stock
Option Exchange Program >). This site will be updated weekly with answers to additional questions we receive from employees.

You also can read our preliminary proxy statement that we filed with the SEC on June 4, 2009 at www.sec.gov or on the investor relations portion of our
website at investor.analog.com

If you have other questions, please send them to stockoptionexchangeinfo@analog.com. Employees without email access may call 6585-3500 to have their
questions submitted to this email box. Each Friday, the Signals site will be updated with the latest questions and answers.

*****

The Stock Option Exchange Program has not yet started. We will file a Tender Offer Statement on Schedule TO with the Securities and Exchange
Commission when we launch the program. If you are eligible to participate, you should read the Tender Offer Statement and other related materials
when they become available because they will contain important information about the program. Our shareholders should also read the preliminary
proxy statement filed today with the SEC along with related materials we file with the SEC, which contain additional information about the proposal
to approve the program, before making any voting decision regarding the program. You will be able to obtain the written materials described above
and other documents we file with the SEC free of charge from the SEC’s website at www.sec.gov or by sending a request to: Analog Devices, Inc.
One Technology Way, Norwood, MA 02062; Attention: Investor Relations.

 


