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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

(Mark One

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 20(

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 000-22339

RAMBUS INC.

(Exact name of registrant as specified in its cagrt

Delaware 94-311282¢
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization Identification Number
4440 El Camino Rea 94022
Los Altos, California (Zip Code)

(Address of principal executive office

Registrant’s telephone number, including area code:
(650) 947-5000

Securities registered pursuant to Section 12(b) diie Act:

Title of Each Clas: Name of Each Exchange on Which Register
Common Stock, $.001 Par Val The NASDAQ Stock Market LL!
Preferred Share Purchase Ric (The Nasdaqg Global Select Mar)

Securities registered pursuant to Section 12(g) t¢fie Act:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405%edB#turities Act. Ye
No O

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Act. Yes
O No M

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® or 15(d) of the
Securities Exchange Act of 1934 during the preagdia months (or for such shorter period that tlyésteant was required to file
such reports), and (2) has been subject to sunl fiequirements for the past 90 days. és No O

Indicate by check mark if disclosure of delinquiilets pursuant to Item 405 of Regulation S-K (828% of this chapter) is
not contained herein, and will not be containedh&best of the registrant’'s knowledge, in defieitproxy or information
statements incorporated by reference in Part Ithisf Form 10-K or any amendment to this Form 1EK.

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, -accelerated filer, or a
smaller reporting company. See the definitionslafde accelerated filer,” “accelerated filer” araiialler reporting company” in
Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated fileM Accelerated filerd Non-acceleratefiler O Smaller reporting compan
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Aates O No M

The aggregate market value of the Registrant’s Com8tock held by noaffiliates of the Registrant as of June 30, 2008
approximately $1.19 billion based upon the clogirige reported for such date on The Nasdaq Globl@cEMarket. For
purposes of this disclosure, shares of Common Stettkby persons who hold more than 5% of the antihg shares ¢



Common Stock and shares held by officers and diredif the Registrant have been excluded becaasepgisons may be
deemed to be affiliates. This determination ofliaté status is not necessarily a conclusive datetion for other purposes.

The number of outstanding shares of the Regiss@tmmon Stock, $.001 par value, was 104,345,088 dsnuary 31,
20009.
DOCUMENTS INCORPORATED BY REFERENCE

Certain information is incorporated into Part Iflthis report by reference to the Proxy Statementtie Registrant’s annual
meeting of stockholders to be held on April 30, 200 be filed with the Securities and Exchange Cagsion pursuant to
Regulation 14A not later than 120 days after the @frthe fiscal year covered by this Form 10-K.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (Annual Report) tzoms forward-looking statements. These forward-
looking statements include, without limitation, gietions regarding the following aspects of ouufet

« Outcome and effect of current and potential futatellectual property litigation
« Litigation expenses

« Resolution of the European Commission matters iimglus;

 Protection of intellectual propert

 Deterioration of financial health of commercial oterparties and their ability to meet their obligas to us
« Amounts owed under licensing agreeme

« Terms of our license!

« Indemnification and technical support obligatic

« Success in the markets of our or our licen’ products;

« Research and development costs and improvemetdstinology;

« Sources, amounts and concentration of revenueydimg royalties

 Effective tax rates

» Realization of deferred tax assets/release of dafdax valuation allowanc

* Product developmen

» Sources of competitior

« Pricing policies of our licensee

« Success in renewing license agreeme

 Operating results

« International licenses and operations, includingdmsign facility in Bangalore, Indi
« Methods, estimates and judgments in accountingipsti

e Growth in our busines:

» Acquisitions, mergers or strategic transactic

« Ability to identify, attract, motivate and retainigified personnel

 Trading price of our Common Stoc

* Internal control environmen

» Corporate governanc

» Accounting, tax, regulatory, legal and other outesrand effects of the stock option investigat
» Consequences of the lawsuits related to the stpt&roinvestigation

» The level and terms of our outstanding d

» Engineering, marketing and general and administmagkpenses

« Contract revenue

* Interest and other income, n
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Likelihood of paying dividends

» Restructuring activities

Adoption of new accounting pronounceme!

Effects of changes in the economy and credit markeaiur industry and business; ¢

You can identify these and other forward-lookingtsments by the use of words such as “may,” “fyture

“shall,” “should,” “expects,

plans,” “anticipatgs“believes,

”ou ” o [INTH

estimates,” “predicts,” “intends;potential,”

“continue,” or the negative of such terms, or ott@mparable terminology. Forwaloeking statements also inclu
the assumptions underlying or relating to any effdregoing statements.

Actual results could differ materially from thosstigipated in these forward-looking statements essalt of
various factors, including those set forth undemitLA, “Risk Factors.” All forward-looking statentsrincluded in
this document are based on our assessment of iafamavailable to us at this time. We assume rigation to

update any forward-looking statements.

PART I

Rambus, RDRAM, XDR, FlexIO and FlexPhase are traatkmor registered trademarks of Rambus Inc. Other
trademarks that may be mentioned in this annualrtem Form 10-K are the property of their respectwners.

Industry terminology, used widely throughout thimaal report, has been abbreviated and, as swede th

abbreviations are defined below for your convengéenc

Double Data Rat

Dynamic Random Access Memc

Fully Bufferec-Dual Inline Memory Module
Gigabits per secon

Graphics Double Data Ra

Input/Output

Peripheral Component Interconn
Rambus Dynamic Random Access Mem
Single Data Rat

Synchronous Dynamic Random Access Men
eXtreme Data Rat

DDR
DRAM
FB-DIMM
Gb/s
GDDR
110

PCI
RDRAM
SDR
SDRAM
XDR

From time to time we will refer to the abbreviateimes of certain entities and, as such, have prdwadchart
to indicate the full names of those entities fouryoonvenience.

Advanced Micro Devices Inc
ARM Holdings plc

Cadence Design Systems, Ir
Cisco Systems, Inc

Elpida Memory, Inc.

Fujitsu Limited

GDA Technologies, Inc
Hewlet-Packard Compan
Hynix Semiconductor, Inc
Infineon Technologies A(
Inotera Memories, Inc

Intel Corporatior
International Business Machines Corpora

AMD
ARM
Cadence
Cisco
Elpida
Fujitsu
GDA
Hewlet-Packarc
Hynix
Infineon
Inotera
Intel

IBM
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Joint Electron Device Engineering Cour
Juniper Networks, Inc

Matsushita Electrical Industrial Cc
Micron Technologies, Inc

Nanya Technology Corporatic

NEC Electronics Corporatic

Optical Internetworking Forutr

Qimonda AG (formerly Infinec’'s DRAM operations

Panasonic Corporatic

Peripheral Component Interconnect — Special Interes

Group
Renesas Technology Corporat
Samsung Electronics Co., Lt
Sony Computer Electronic
Spansion, Inc.
ST Microelectronic:
Synopsys Inc.
Tessera Technologies, In
Texas Instruments Inc
Toshiba Corporatio
Velio Communication:

ltem 1. Business

JEDEC
Juniper
Matsushite
Micron
Nanya
NEC

OIF
Qimonda
Panasoni
PCI-SIG

Renesa:
Samsung

Sony

Spansior

ST Micro
Synopsys
Tesser:

Texas Instrument
Toshiba

Velio

Rambus Inc. (“we” or “Rambus”) was founded in 128l reincorporated in Delaware in March 1997. Our
principal executive offices are located at 444@Rimino Real, Los Altos, California. Our Internetlegss is
www.rambus.com. You can obtain copies of our Fot@K, 10-Q, 8-K, and other filings with the SEC daall
amendments to these filings, free of charge fromwmbsite as soon as reasonably practicable faligwur filing o
any of these reports with the SEC. In addition, gy read and copy any material we file with the&CSi the
SEC'’s Public Reference Room at 100 F Street, NBnRd580, Washington, D.C. 20549. You may obtain
information on the operation of the Public RefeeeRoom by calling the SEC at 1-800-SEC-0330. Thé 8Eo
maintains an Internet site that contains reportsqyp and information statements, and other infaromaregarding
registrants that file electronically with the SEGhavw.sec.gov.

We design, develop and license chip interface teldigies and architectures that are foundationakgrly all
digital electronics products. Our chip interfacetteologies are designed to improve the performgmmeer
efficiency, time-to-market and cost-effectivenessur customers’ semiconductor and system prodocts
computing, gaming and graphics, consumer electsaaricl mobile applications.

As of December 31, 2008, our chip interface techgiels are covered by more than 735 U.S. and foreign
patents. Additionally, we have approximately 50@paapplications pending. These patents and pagglications
cover important inventions in memory and logic cimigrfaces, in addition to other technologies. bééeve that
our chip interface technologies provide our cust@aemeans to achieve higher performance, imprpegager
efficiency, lower risk, and greater cost-effectiges in their semiconductor and system products.

Our primary method of providing interface technaémsgto our customers is through our patented intiavs
We license our broad portfolio of patented invemsito semiconductor and system companies who ese th
inventions in the development and manufacture @f twn products. Such licensing agreements magrcitnve
license of part, or all, of our patent portfoli@tent license agreements are generally royaltyidgpar

We also develop a range of solutions includingdirahip” (which are Rambus-proprietary interfaces o
architectures widely licensed to our customers)iaddstry-standard chip interfaces that we provaleur
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customers under license for incorporation intorteemiconductor and system products. Due to tlenafomplex
nature of implementing state-of-the art chip irdedf technology, we offer engineering services tocogtomers to
help them successfully integrate our chip interfsal@tions into their semiconductors and systerhesé
technology license agreements may have both a fiked (non-recurring) component and ongoing rogslt
Engineering services are generally offered on edfigrice basis. Further, under technology licensascustomers
may receive licenses to our patents necessarypglement the chip interface in their products wpkegfic rights
and restrictions to the applicable patents elabdrat their individual contracts with us.

Background

The performance of computers, consumer electra@ridsother electronic systems is often constrairyeithd®
speed of data transfer between the chips withirsyiseem. Ideally, the rate of the data transfewbeh chips should
support the rate of data transfer on-chip. Howewetchip frequencies continue to exceed the frequen
communication between chips at a growing rate.imberporation of multiple-cores in processor chipises an
even greater need for higher rates of data trarBtether, the inability to scale packaging tecbggl (number of
signal pins on a package) at the rate at whiclsiséor counts scale through improvements in sendigotor process
technology only worsens the chip interface “botlein” As a result, continued advances to increasehip
frequencies, number of cores or transistor dessitiee potentially diminishing returns in incregsoverall system
performance. Our technologies help semiconductdrsgstem designers speed the performance of dieifanes,
thus helping to boost the overall performance et&bnic systems.

Our Offerings
Patented Innovations

We derive the majority of our annual revenue bgrising our broad portfolio of patents for chip ifaees to
our customers. Such licenses may cover part af allir patent portfolio. Leading semiconductor agdtem
companies such as AMD, Fujitsu, Qimonda, Intel, NB&nasonic, Renesas, and Toshiba have licensezatants
for use in their own products. Examples of the mpatgnted innovations in our portfolio include:

Fully Synchronous DRAMnhich is designed to allow precise timing from aANR system, improving
memory transfer efficiency.

Dual Edge Clockingvhich is designed to allow data to be sent on b¢Heading and trailing edge of the
clock pulse, effectively doubling the transfer rateg of a memory core without the need for highestem cloc}
speeds.

Variable Burst Lengthvhich is designed to improve data transfer efficiehy allowing varying amounts
of data to be sent per a memory read or write r&tjuneDRAMs and Flash memory.

FlexPhase™ technology which synchronizes data output and corsgtes for circuit timing errors.

Channel Equalizatiomvhich is designed to improve signal integrity agdtem margins by reducing inter-
symbol interference in high speed parallel andasénk channels.

Technology Solutions and Enabling Services

We license a range of technology solutions inclgdiar leadership architectures and industry-stahdiaip
interfaces to customers for use in their semicotaitand system products. Our customers includergad
companies such as Elpida, IBM, Intel, Qimonda, Bani, Sony and Toshiba. Due to the complex naitire
implementing our technologies, we provide engimgpservices under certain of these licenses todwlgustomel
successfully integrate our technology solutions thieir semiconductor and system products. Additignlicensee:
may receive, as an adjunct to their technologynbeeagreements, patent licenses as necessarylériend the
technology in their products with specific rightedarestrictions to the applicable patents elabdratéheir
individual contracts.

Our leadership technology solutions include the XBRXDR2 and RDRAM™ memory architectures and the
FlexlO ™ processor bus.
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The XDR Memory Architectuenables what we believe to be the world’s fastesdyction DRAM with
operation up to 6.4 Gb/s. XDR DRAM is the main meyngplution for Sony Computer Entertainment’s
PLAYSTATION ® 3 as well as for Texas Instrument’s latest genematf DLP front projectors.

The XDR2 Memory Architectunecorporates new innovations, including DRAM midloeading, to deliver tt
world’s highest performance for graphics intenspglications such as gaming and digital video.

RDRAM Memonhas shipped in the Sony PlayStatfd, Intel-based PCs, Texas Instruments DLP TVsand i
Juniper routers. Our customers have sold over 50@mRDRAM devices across all applications toelathis
product is approaching end-of-life, and we antitégp@venue from RDRAM will continue to decline.

The FlexlO Processor Bus a high speed chip-to-chip interface. It is ohewr two key chip interface products
that enable the Cell BE processor co-developeddmy SToshiba and IBM. In the PLAYSTATIOR3, FlexlO
provides the interface between the Cell BE, the R&phics processor and the SouthBridge chip.

In addition to our leadership solutions, we offedustry-standard chip interface solutions, inclgddDRx
(where the “x” is a number that represents a vajsi/e also offer digital logic controllers for PEkpress, DDRx
memory and other industry standard interfaces.

Target Markets, Applications and Customers

We work with leading and emerging semiconductor syglem customers to enable their next-generation
products. We engage with our customers acrossntiire @roduct life cycle, from system architectdeyelopment,
to chip design, to system integration, to productiamp up through product maturation. Our pateirteentions an
technology solutions are incorporated into a bn@endje of high-volume applications in computing, gegrand
graphics, consumer electronics and mobile marisststem level products that utilize our patentecimions
and/or solutions include personal computers, serygmters, video projectors, game consoles,aigiv's, set-top
boxes and mobile phones manufactured by such cdegpas Fujitsu, IBM, Hewlett-Packard, Panasonichiloa
and Sony.

Our Strategy
The key elements of our strategy are as follows:

Develop Core TechnologyDevelop and patent our core technology to progifiendamental competitive
advantage in memory and logic chip interfaces aohlictures.

License our Patented Innovationd:icense our patented inventions to customersierin their
semiconductor and system products.

Develop and License Supporting SolutionBevelop and license solutions which incorporate o
innovations and provide our customers with the benef superior performance, increased power gfficy,
faster time-to-market, lower risk and greater edfdctiveness.

Design and Manufacturing

Our technology solutions are developed with highttree commercial manufacturing processes in mind. Ou
chip interface solutions can be delivered in a neind$ ways, from reference designs to full turnkegtom
developments. A reference design engagement nrightde an architectural specification, data shtbepry of
operation and implementation guides. A custom dgmakent would entail a specific design implementatio
optimized for the licensee’s manufacturing procéssuch cases, the licensee provides specifigdesies and
transistor models for the licensee’s process.

Research and Development

Our ability to compete in the future will be subgtally dependent on our ability to develop andepakey
innovations that meet the future needs of a dynanaidket. To this end, we have assembled a tearglofytskilled
engineers whose activities are focused on contindaleloping new innovations within our choserhtealogy
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fields. Using this foundation of patented innovasipour engineers also develop new interface soilsiihat enable
increased performance, and greater power efficiasayell as other improvements and benefits. Olutisa desigr
and development process is a multi-disciplinargreffequiring expertise in system architecturejtdigitnd analog
circuit design and layout, semiconductor processatdteristics, packaging, printed circuit boardtiray signal
integrity and high-speed testing techniques.

As of December 31, 2008, we had approximately 20pleyees in our engineering departments, represgnti
60% of our total employees. A significant numbepof engineers spend all or a portion of their tomeesearch
and development. For the years ended Decembel088, 2007, and 2006, research and development sepever
$76.2 million, $82.9 million, and $69.0 million pctively, including stock-based compensation giragimately
$13.5 million, $16.2 million and $14.9 million, pEctively. We expect to continue to invest subgifinds in
research and development activities. In additi@eaise our license and support agreements oftiefioicas to
provide engineering support, a portion of our tetadineering costs are allocated to the cost aractrevenue,
even though some of these engineering efforts raag Hirect applicability to our technology develaph

Competition

The semiconductor industry is intensely competitine has been impacted by price erosion, rapichtdofica
change, short product life cycles, cyclical marpatterns and increasing foreign and domestic catigpetWe face
competition from semiconductor and intellectualgady companies who provide their own DDR memorip ch
interface technology and solutions. In additionstidRAM manufacturers, including our XDR licensga®duce
versions of DRAM such as SDR, DDRx and GDDRx SDRAfIch compete with XDR chips. We believe that our
principal competition for memory chip interfacesyntmme from our prospective licensees, some of wamm
evaluating and developing products based on teogied that they contend or may contend will notinegja licens
from us. In addition, our competitors are alsorgka system approach similar to ours in seekirapbee the
application needs of system companies. Many oktlsesnpanies are larger and may have better aacésancial,
technical and other resources than we possess.

JEDEC has standardized what it calls extensiofdR, known as DDR2 and DDR3, as well as graphics
extensions called GDDR4 and GDDRS5, and there ageing efforts to integrate products such as
system-in-package DRAM. To the extent that thesgratives might provide comparable system perfocaaat
lower than or similar cost to XDR memory chipsaoe perceived to require the payment of no or lawgalties, or
to the extent other factors influence the industry, licensees and prospective licensees may athappromote
alternative technologies. Even to the extent werdeine that such alternative technologies infringepatents,
there can be no assurance that we would be ablegmtiate agreements that would result in royalieag paid to
us without litigation, which could be costly ane tresults of which would be uncertain.

Employees

As of December 31, 2008, we had approximately 38&ifme employees. None of our employees are axver
by collective bargaining agreements. We believé dbia future success is dependent on our contiabédidy to
identify, attract, motivate and retain qualifieds@nel. To date, we believe that we have beeressad in
recruiting qualified employees and that our relagitp with our employees is excellent.

Patents and Intellectual Property Protection

We maintain and support an active program to ptatecintellectual property, primarily through tfikng of
patent applications and the defense of issued tsadggainst infringement. As of December 31, 2008 have more
than 735 U.S. and foreign patents on various asdaiur technology, with expiration dates rangign 2010 to
2026, and we have approximately 500 pending patgplications. In addition, we attempt to proteat wade
secrets and other proprietary information througfeaments with current and prospective licensees, a
confidentiality agreements with employees and clhasts and other security measures. We also retyaslemarks
and trade secret laws to protect our intellectuaperty.
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Business Segment Data, Customers and Our Foreign ©mtions

We operate in a single industry segment, the dedigwvelopment and licensing of chip interface tetbgies
and architectures. Information concerning revenesylts of operations and revenue by geographeiarget forth
in Item 6, “Selected Financial Data,” in Item 7, &lagement’s Discussion and Analysis of Financialdltmn and
Results of Operations,” and in Note 12, “BusinesgrBents, Exports and Major Customers,” of Notes to
Consolidated Financial Statements, all of whichiacerporated herein by reference. Information esning
identifiable assets is also set forth in Note Bsiness Segments, Exports and Major Customersdyotés to
Consolidated Financial Statements. Information ustamers that comprise 10% or more of our consigdia
revenue and risks attendant to our foreign operati® set forth below in Iltem 1A, “Risk Factors.”

Our Executive Officers

Information regarding our executive officers anditlages and positions as of December 31, 20@®ntined
in the table below. Our executive officers are api@al by, and serve at the discretion of, our BadrDirectors.
There is no family relationship between any of executive officers.

Name Age Position and Business Experienc

Kevin S. Donnelly 47 Senior Vice President, IP Strategy. Mr. Donnelipga us in 1993. Mr. Donnelly has
served in his current position since November 2608m March 2006 to
November 2008, Mr. Donnelly served as our Seniae\Rresident, Engineerin
From February 2005 to March 2006, Mr. Donnelly selras co-vice president of
Engineering. From October 2002 to February 2008dmeed as vice president, Logic
Interface Division. Mr. Donnelly held various engéaring and management positions
before becoming vice president, Logic Interfacei§don in October 2002. Before
joining us, Mr. Donnelly held engineering positiatsNational Semiconductor, Sip
and Memorex, over an eight year period. He holBsXa in Electrical Engineering
and Computer Sciences from the University of Catifa, Berkeley, and an M.S. in
Electrical Engineering from San Jose State Uniter

Sharon E. Holt 44 Senior Vice President, Licensing and Marketing. Mglt has served as our senior
vice president, Licensing and Marketing (formeitiet! Senior Vice President,
Worldwide Sales, Licensing and Marketing) sincaijog us in August 2004. From
November 1999 to July 2004, Ms. Holt held varioasifions at Agilen
Technologies, Inc., an electronics instrumentsa@mdrols company, most recently as
vice president and general manager, Americas Bekefrations, Semiconductor
Products Group. Prior to Agilent Technologies, lids. Holt held various
engineering, marketing, and sales management @osit
Hewlett-Packard Company, a hardware manufacturer.Hélt holds a B.S. in
Electrical Engineering, with a minor in Mathematifrom the Virginia Polytechnic
Institute and State Universit

Harold Hughes 63 Chief Executive Officer and President. Mr. Hughas kerved as our chief executive
officer and president since January 2005 and aetdr since June 2003. He served
as a United States Army Officer from 1969 to 19@éke starting his private sector
career with Intel Corporation. Mr. Hughes held aety of positions within
Intel Corporation from 1974 to 1997, including saeer, vice president of Intel
Capital, chief financial officer, and vice presitiefi Planning and Logistics.
Following his tenure at Intel, Mr. Hughes was thaicman and chief executive
officer of Pandesic, LLC. He holds a B.A. from feiversity of Wisconsin and an
M.B.A. from the University of Michigan. He also ses as a director of
Berkeley Technology, Ltc

Thomas Lavelle 58 Senior Vice President and General Counsel. Mr. layas served in his current
position since December 2006. Previous to that,dvelle served as vice president
and general counsel at Xilinx, one of the worl@ading suppliers of programmable
chips. Mr. Lavelle joined Xilinx in 1999 after sp#ing more than 15 years at Intel
Corporation where he held various positions inlégal department.
Mr. Lavelle earned a J.D. from Santa Clara UnitgrStchool of Law and a B.A. fro
the University of California at Los Angele
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Name Age Position and Business Experienc

Satish Rishi 49 Senior Vice President, Finance and Chief Finar@féiter. Mr. Rishi joined us in his
current position in April 2006. Prior to joining ,udr. Rishi held the position of
executive vice president of Finance and chief fai@rofficer of Toppan Photomasks,
Inc., (formerly DuPont Photomasks, Inc.) one ofwwld’s leading photomask
providers, from November 2001 to April 2006. Durimg 20-year career,

Mr. Rishi has held senior financial managementtpos at semiconductor and
electronic manufacturing companies. He served @sptiesident and assistant
treasurer at Dell Inc. Prior to Dell, Mr. Rishi spd 3 years at Intel Corporation,
where he held financial management positions bothe United States and overseas,
including assistant treasurer. Mr. Rishi holds &.Bvith honors in Mechanical
Engineering from Delhi University in Delhi, Indiaaé an M.B.A. from the University
of California at Berkeley’'s Haas School of Busindds also serves as a director of
Measurement Specialties, Ir

Michael Schroeder 49 Vice President, Human Resources. Mr. Schroedeséra®gd as our vice president,
Human Resources since joining us in June 2004. FAprih 2003 to May 2004,

Mr. Schroeder was vice president, Human ResoutdegyaalThink, Inc., an online
service company. From August 2000 to August 2002,9dhroeder served as vice
president, Human Resources at Alphablox Corporatioftware company. From
August 1992 to August 2000, Mr. Schroeder heldowgipositions at Synopsys, Inc.,
a software and programming company, including piesident, California Site
Human Resources, group director Human Resouraestoi Human Resources and
employment manager. Mr. Schroeder attended thedusity of Wisconsin,
Milwaukee and studied Russie

Martin Scott, Ph.D. 53 Senior Vice President, Research and Technology IDpwreent. Dr. Scott has served
in his current position (formerly titled Senior \éi®resident, Engineering) since
December 2006. Dr. Scott joined us from PMC-Sidrre,, a provider of broadband
communications and storage integrated circuits revhe was most recently vice
president and general manager of its MicroproceBsaalucts Division from March
2006. Dr. Scott was the vice president and gemeaalager for the I/O Solutions
Division (which was purchased by PMC-Sierra) of §edl echnologies Limited, an
analog and mixed signal semiconductor componemtsabsystem company, from
October 2005 to March 2006. Dr. Scott held varipasitions at Agilent
Technologies, including as vice president and g@meanager for the I/O Solutions
division from October 2004 to October 2005, whemdfivision was purchased by
Avago Technologies, vice president and general gmmnaf the ASSP Division from
March 2002 until October 2004, and, before thatwdek Products operation
manager. Dr. Scott started his career in 1981masraber of the technical staff at
Hewlett Packard Laboratories and held various mamagt positions at Hewlett
Packard and was appointed ASIC business unit mamad®98. He earned a B.S.
from Rice University and holds both an M.S. andPlirom Stanford University

Laura S. Stark 40 Senior Vice President, Corporate Development. MerkJoined us in 1996.

Ms. Stark has served in her current position siMag 2008. From February 2005 to
May 2008, Ms. Stark headed up our Platform SolstiGnoup. From October 2002 to
February 2005, Ms. Stark served as our vice prasitiéemory Interface Division.
Ms. Stark has served as strategic accounts maragtheld the positions of strategic
accounts director and vice president, Alliances lafrdistructure, before assuming
position of vice president, Memory Interface Diaisiin October 2002. Prior to
joining Rambus, Ms. Stark held various positionthiea semiconductor produc
division of Motorola, a communications equipmentnpany, during a six year tenu
including technical sales engineer for the Appleséeam and field application
engineer for the Sun and SGI sales teams. Ms. Stdds a B.S. in Electrical
Engineering from the Massachusetts Institute ohfietogy.
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Iltem 1A. Risk Factors

RISK FACTORS

Because of the following factors, as well as otraiables affecting our operating results, pasrial
performance may not be a reliable indicator of feifperformance, and historical trends should natsesl to
anticipate results or trends in future periods. &se “Forward-looking Statements” elsewhere is tieport.

Risks Associated With Our Business, Industry and Miket Conditions
If market leaders do not adopt our innovations, otgsults of operations could decline.

An important part of our strategy is to penetratekat segments for chip interfaces by working vétiders in
those market segments. This strategy is designeddourage other participants in those segmeritdiéov such
leaders in adopting our chip interfaces. If a hpgbffile industry participant adopts our chip interés but fails to
achieve success with its products or adopts aniéeeh success with a competing chip interfacereputation and
sales could be adversely affected. In addition,esordustry participants have adopted, and othegsimtne future
adopt, a strategy of disparaging our memory satstadopted by their competitors or a strategy lnémtise
undermining the market adoption of our solutions.

We target system companies to adopt our chip exterfechnologies, particularly those that devetapraarket
high volume business and consumer products, whidek traditionally been focused on PCs, includinggPaphics
processors, and video game consoles, but alscxpaméing to include HDTVs, cellular and digital ples, PDAS,
digital cameras and other consumer electronicsiticatporate all varieties of memory and chip ifdees. In
particular, our strategy includes gaining accepasfoour technology in high volume consumer apfilices,
including video game consoles, such as the SonySRdsion®) 2 and Sony PLAYSTATIONR) 3, HDTVs and set
top boxes. We are subject to many risks beyonaonirol that influence whether or not a particigstem
company will adopt our chip interfaces, includiagaong others:

« competition faced by a system company in its paldicindustry;

« the timely introduction and market acceptance fstem compar's products

« the engineering, sales and marketing and managerapabilities of a system compa

« technical challenges unrelated to our chip inter$afaced by a system company in developing itsymtsg

« the financial and other resources of the systenmpeyy

« the supply of semiconductors from our licenseesuifficient quantities and at commercially attraetprices;

« the ability to establish the prices at which thgsltontaining our chip interfaces are made avkslab
system companies; al

« the degree to which our licensees promote our iclgsfaces to a system compa

There can be no assurance that consumer prodattsuitiently use our technology will continue tosig nor
can there be any assurance that the consumer psdtiatincorporate our technology will be sucogsisftheir
segments thereby generating expected royaltieszarothere be any assurance that any of our teotiesl| selected
for licensing will be implemented in a commerciatlgveloped or distributed product.

If any of these events occur and market leadersotisuccessfully adopt our technologies, our sgsateay not
be successful and, as a result, our results ofatipes could decline.
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We operate in an industry that is highly cyclicahd in which the number of our potential customersaybe in
decline as a result of industry consolidation, amg face intense competition that may cause our tesaf
operations to suffer.

The semiconductor industry is intensely competitine has been impacted by price erosion, rapicdhtdobica
change, short product life cycles, cyclical marpatterns and increasing foreign and domestic catigpetAs the
semiconductor industry is highly cyclical, signéitt economic downturns characterized by diministerdand,
erosion of average selling prices, production oapacity and production capacity constraints cotflecathe
semiconductor industry. We are currently experiegauch a period of economic downturn. As a resudtmay
face a reduced number of licensing wins, tightemihgustomers’ operating budgets, difficulty orbilday of our
customers to pay our licensing fees, extensiorteeofpproval process for new licenses, as discussled/, and
consolidation among our customers, all of which radyersely affect the demand for our technologyraayg cause
us to experience substantial period-to-period flaibns in our operating results.

Many of our customers operate in industries thathexperienced significant declines as a resuti®turrent
economic downturn. In particular, DRAM manufactgterhich make up a majority of our existing andemiaal
licensees, have suffered material losses and atharse effects to their businesses. These fattaysesult in
industry consolidation as companies seek to redasts and improve profitability through businessmbmations.
Consolidation among our existing DRAM and othertooeers may result in loss of revenues under exgjstoense
agreements. Consolidation among companies in theNDBnd other industries within which we license our
technology may reduce the number of future licep$eeour products and services. In either casesadaations in
the DRAM and other industries in which we operatgymegatively impact our short-term and long-termibess
prospects, licensing revenues and results of dpasat

Some semiconductor companies have developed apdsigompeting logic chip interfaces including thei
own serial link chip interfaces and parallel bugpdhterfaces. We also face competition from semitzactor and
intellectual property companies who provide themdDR memory chip interface technology and sohsidn
addition, most DRAM manufacturers, including our Rlicensees, produce versions of DRAM such as SDR,
DDRx and GDDRx SDRAM which compete with XDR chip¥e believe that our principal competition for memn
chip interfaces may come from our licensees andpgattive licensees, some of which are evaluatidigdaweloping
products based on technologies that they contenshgrcontend will not require a license from usadilition, our
competitors are also taking a system approachaitalours in seeking to solve the application sesdystem
companies. Many of these companies are larger aydhave better access to financial, technical dnelro
resources than we possess. Wider applicationshef oeveloping memory technologies, including FLASEmMory
may also pose competition to our licensed memoiytisns.

JEDEC has standardized what it calls extensiof¥iR, known as DDR2 and DDR3. Other efforts are
underway to create other products including thaseetimes referred to as GDDR4 and GDDRS5, as weleas
ways to integrate products such as system-in-packdtAM. To the extent that these alternatives mpgbvide
comparable system performance at lower or simdat than XDR memory chips, or are perceived toireghe
payment of no or lower royalties, or to the extathier factors influence the industry, our licensaed prospective
licensees may adopt and promote alternative teohred. Even to the extent we determine that suehnaltive
technologies infringe our patents, there can bassoirance that we would be able to negotiate agmtsrthat
would result in royalties being paid to us withétigation, which could be costly and the resultsuhich would be
uncertain. In the industry standard and leaderséijal link chip interface business, we face adddl competition
from semiconductor companies that sell discretesgaiver chips for use in various types of systdrs)
semiconductor companies that develop their owrakkmk chip interfaces, as well as from compest®uch as
ARM and Synopsys, who license similar serial litipcinterface products and digital controllers.ti#éé 10 Gb/s
speed, competition will also come from optical teallogy sold by system and semiconductor compafitesie are
standardization efforts under way or completedsaial links from standard bodies such as PCI-SiG@IF. We
may face increased competition from these type®oo$ortia in the future that could negatively impaar serial linl
chip interface business.

In the FlexlO processor bus chip interface markgnsent, we face additional competition from semittartor
companies who develop their own parallel bus chiprfaces, as well as competitors who license amil
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parallel bus chip interface products. We may atscmpetition from industry consortia or standsatting bodies
that could negatively impact our FlexlO procesass bhip interface business.

As with our memory chip interface products, to ¢éix¢éent that competitive alternatives to our sesigbarallel
logic chip interface products might provide compessystem performance at lower or similar cosgrerperceive
to require the payment of no or lower royaltiestoothe extent other factors influence the induysity licensees and
prospective licensees may adopt and promote atteertachnologies, which could negatively impact memory
and logic chip interface business.

If for any of these reasons we cannot effectivelpnpete in these primary market segments, our gesfilt
operations could suffer.

In order to grow, we may have to invest more resmsg in research and development than anticipatetiol
could increase our operating expenses and negagivelpact our operating results.

If new competitors, technological advances by exgstompetitors, our entry into new markets, oreoth
competitive factors require us to invest signifitagreater resources than anticipated in our reseand
development efforts, our operating expenses wadcbase. For the years ended December 31, 2008,a2@D
2006, research and development expenses were #ilbdn, $82.9 million and $69.0 million, respeatiy,
including stock-compensation of approximately $18iBion, $16.2 million and $14.9 million, respeatly. If we
are required to invest significantly greater resesrthan anticipated in research and developmemtsWithout an
increase in revenue, our operating results couttirde Research and development expenses are tikdliyctuate
from time to time to the extent we make periodicré@dmental investments in research and developnmehtheese
investments may be independent of our level ofmaeeln order to grow, which may include enteriegvmmarkets,
we anticipate that we will continue to devote sahsal resources to research and development, arekpect these
expenses to increase in absolute dollars in tresémable future due to the increased complexittrengdreater
number of products under development as well acgetly hiring additional employees.

Our revenue is concentrated in a few customers, afngle lose any of these customers, our revenue may
decrease substantially.

We have a high degree of revenue concentratioh, auit top five licensees representing approximaa@Be,
67% and 63% of our revenue for the years endedrbieee31, 2008, 2007 and 2006, respectively. Foy¢iae
ended December 31, 2008, revenue from Fujitsu, NEe@asonic, Sony, Elpida and AMD each accountedGes
or more of our total revenue. For the year endecebBer 31, 2007, revenue from Fujitsu, Elpida, Qiday and
Toshiba each accounted for 10% or more of our tetanue. For the year ended December 31, 2006nuevirom
Fujitsu, Elpida, Qimonda and Intel each accounted.0% or more of our total revenue. We may comital
experience significant revenue concentration ferfdreseeable future.

In addition, some of our commercial agreementsirequs to provide certain customers with the lowegalty
rate that we provide to other customers for sinméahnologies, volumes and schedules. These clawsgdmit our
ability to effectively price differently among oaustomers, to respond quickly to market forcemtberwise to
compete on the basis of price. The particular Bees which account for revenue concentration haxied/from
period to period as a result of the addition of m®ntracts, expiration of existing contracts, irtdpsonsolidation,
the expiration of deferred revenue schedules uexisting contracts, and the volumes and priceshitiwthe
licensees have recently sold licensed semicondutiasystem companies. These variations are expertontinue
in the foreseeable future, although we anticiplagé tevenue will continue to be concentrated imiéd number of
licensees.

We are in negotiations with licensees and prospedittensees to reach SDR and DDR patent license
agreements. We expect SDR and DDR patent licerysdties will continue to vary from period to peribdsed on
our success in renewing existing license agreenatsadding new licensees, as well as the leveddétion in our
licensees’ reported shipment volumes, sales pridamwix, offset in part by the proportion of liceeggayments that
are fixed. If we are unsuccessful in renewing aihgus SDR and DDR-compatible contracts, our resofits
operations may decline significantly.
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Weakening global economic conditions may adversaffgct demand for our products and servict

Our operations and performance depend significamtlworldwide economic conditions, and the U.S. and
world economies are undergoing a period of recassiocertainty about current global economic caadg poses
risk as consumers and businesses may postponeisgpémdesponse to tighter credit, negative finahoews and
declines in income or asset values, which couleeteamaterial negative effect on the demand fopthducts of ou
licensees in the foreseeable future. Other fa¢taiscould influence demand include continuing @ases in fuel at
energy costs, competitive pressures, includingmipressures, from companies that have competindupts,
changes in the credit market, conditions in thedeegtial real estate and mortgage markets, consoordidence,
and other macroeconomic factors affecting conswspending behavior. If demand for the products aflicensees
fluctuates as a result of economic conditions bewise, our business and results of operationkldmiharmed. A
continuation of current conditions in credit magkebuld limit our ability to obtain external finaing to fund our
operations and capital expenditures.

If our commercial counterparties are unable to fillftheir financial obligations to us, our businesand results
of operations may be affected adversely.

The downturn in worldwide economic conditions thees the financial health of our commercial
counterparties, including companies with whom weehentered into licensing arrangements and litgati
settlements that provide for ongoing payments f@uod their ability to fulfill their financial obdjations to us. As
discussed in further detail below, we are a partg settlement and licensing agreement with Qimpwtich
provides that, subject to certain conditions theatennot yet been fulfilled, Qimonda may be requiecake
additional royalty payments to us of up to $100ilien. In January 2009, Qimonda filed for bankreyptBecause
bankruptcy courts have the power to modify or chnoatracts of the petitioner which remain subjectuture
performance, we may receive less than all of thyeneats that we would otherwise be entitled to nezéiom
Qimonda as a result of their bankruptcy proceeditigge are unable to collect all of such paymemted to us, or
if other of our commercial counterparties enteo ibdnkruptcy or otherwise seek to renegotiate firencial
obligations to us as a result of the deterioratibtheir financial health, our business and resofltsperations may |
affected adversely.

Our business and operating results may be harmedéf undertake any restructuring activities or if veee
unable to manage growth in our business.

From time to time, we may undertake to restructurebusiness, such as the reduction in our workftinat we
announced in August 2008. There are several fatftatscould cause a restructuring to have an adwdfect on ou
business, financial condition and results of openat These include potential disruption of ourratiens, the
development of our technology, the deliveries toa@istomers and other aspects of our business.dyepimorale
and productivity could also suffer and we may lesgployees whom we want to keep. Loss of salesicgeand
engineering talent, in particular, could damagehusiness. Any restructuring would require subshnt
management time and attention and may divert manegefrom other important work. Employee reductions
other restructuring activities also cause us tainimestructuring and related expenses such asas®aexpenses.
Moreover, we could encounter delays in executingrastructuring plans, which could cause furtherufdtion and
additional unanticipated expense.

Our business historically has experienced periédamd growth that have placed, and may contimuglace,
significant demands on our managerial, operatiandlfinancial resources. In managing this growth must
continue to improve and expand our managementatipeal and financial systems and controls. We aésed to
continue to expand, train and manage our emplogee.iWe cannot assure you that we will be ablientely and
effectively meet demand and maintain the qualiydards required by our existing and potentialarusts and
licensees. If we ineffectively manage our growtlwerare unsuccessful in recruiting and retaininggqenel, our
business and operating results will be harmed.
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If we cannot respond to rapid technological changethe semiconductor industry by developing n
innovations in a timely and cost effective manneur operating results will suffer.

The semiconductor industry is characterized bydrégthnological change, with new generations of
semiconductors being introduced periodically anthwingoing improvements. We derive most of our nexsefrom
our chip interface technologies that we have patkritVe expect that this dependence on our fundanent
technology will continue for the foreseeable futurke introduction or market acceptance of competinip
interfaces that render our chip interfaces lesgalge or obsolete would have a rapid and matedakrse effect on
our business, results of operations and financiatition. The announcement of new chip interfageascould
cause licensees or system companies to delay er eiefering into arrangements for the use of oweot chip
interfaces, which could have a material adversecefin our business, financial condition and resefitoperations.
We are dependent on the semiconductor industrgveldp test solutions that are adequate to testluprinterface
and to supply such test solutions to our custoraedsus.

Our continued success depends on our ability todoice and patent enhancements and new generafions
chip interface technologies that keep pace witleiotihanges in the semiconductor industry and whattieve rapid
market acceptance. We must continually devote fstgmit engineering resources to addressing theisesgasing
need for higher speed chip interfaces associatétimdreases in the speed of microprocessors drat obntrollers.
The technical innovations that are required fotouse successful are inherently complex and redoing
development cycles, and there can be no assuraateur development efforts will ultimately be sessful. In
addition, these innovations must be:

« completed before changes in the semiconductor tndtender them obsolet
« available when system companies require these atimms; anc

« sufficiently compelling to cause semiconductor nfanturers to enter into licensing arrangements witlfior
these new technologie

Finally, significant technological innovations gealty require a substantial investment before themmercial
viability can be determined. There can be no assaréhat we have accurately estimated the amouesotrces
required to complete the projects, or that we hale, or be able to expend, sufficient resourcgsired for these
types of projects. In addition, there is markek associated with these products, and there cao lassurance that
unit volumes, and their associated royalties, @gltur. If our technology fails to capture or mainta portion of the
high volume consumer market, our business resaltklcsuffer.

If we cannot successfully respond to rapid techgickl changes in the semiconductor industry by kigpieg
new products in a timely and cost effective marmeroperating results will suffer.

Some of our revenue is subject to the pricing p@& of our licensees over whom we have no control.

We have no control over our licensees’ pricinghait products and there can be no assurance teatke
products using or containing our chip interfacel ma competitively priced or will sell in signifemt volumes. One
important requirement for our memory chip interacefor any premium charged by our licenseesérmptfice of
memory and controller chips over alternatives tadasonable in comparison to the perceived berafitse chip
interfaces. If the benefits of our technology dé match the price premium charged by our licensthestesulting
decline in sales of products incorporating our tedbgy could harm our operating results.

Our licensing cycle is lengthy and costly and ouranketing and licensing efforts may be unsuccessful.

The process of persuading customers to adopt egigisié our chip interface technologies can be Igraytid,
even if successful, there can be no assurancedhahip interfaces will be used in a product ibatltimately
brought to market, achieves commercial acceptaraesults in significant royalties to us. We gefigrincur
significant marketing and sales expenses priontergng into our license agreements, generatincease fee and
establishing a royalty stream from each licensée.[€ngth of time it takes to establish a new kieg relationship
can take many months. In addition, our ongoingllieteual property litigation and regulatory actidmesve and will
likely continue to have an impact on our abilityetoter into new licenses and renewals of licensesuch, we may
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incur costs in any particular period before anyeisged revenue stream begins. If our marketingsahes efforts
are very lengthy or unsuccessful, then we may éacmterial adverse effect on our business andtsesiubperation
as a result of delay or failure to obtain royalties

Future revenue is difficult to predict for severakasons, and our failure to predict revenue accuebt may
cause us to miss analysts’ estimates and resutiun stock price declining.

Our lengthy and costly license negotiation cycléesaour future revenue difficult to predict becawsemay
not be successful in entering into licenses withaustomers on our estimated timelines. In additéoportion of our
revenue comes from development and support serpicesded to our licensees. Depending upon theraatfithe
services, a portion of the related revenue mayebegnized ratably over the support period, or mayelcognized
according to contract accounting. Contract reveaag®unting may result in deferral of the serviasfto the
completion of the contract, or may be recognizeer dkie period in which services are performed peraentage-of-
completion basis. There can be no assurance thatrtlduct development schedule for these projeititaot be
changed or delayed. All of these factors makefiiicdit to predict future licensing revenue and nragult in our
missing previously announced earnings guidancealyats’ estimates which would likely cause oucktprice to
decline.

Our quarterly and annual operating results are ungdictable and fluctuate, which may cause our stquice to
be volatile and decline.

Since many of our revenue components fluctuateaamdiifficult to predict, and our expenses aredrg
independent of revenue in any particular periot, difficult for us to accurately forecast reverarel profitability.
Factors other than those set forth above, whiclbayend our ability to control or assess in advatiea could
cause our operating results to fluctuate include:

« semiconductor and system compa’ acceptance of our chip interface produ
+ the success of high volume consumer applicatiars) as the Sony PLAYSTATIO® 3;

« the dependence of our royalties upon fluctuatingsseolumes and prices of licensed chips that ahelour
technology;

« the seasonal shipment patterns of systems incdmpgraur chip interface product

* the loss of any strategic relationships with systempanies or licensee

» semiconductor or system companies discontinuingnpapducts incorporating our chip interfac
« the unpredictability of the timing and amount of/ditigation expenses

« changes in our chip and system company customev€lopment schedules and levels of expenditure on
research and developme

« our licensees terminating or failing to make payteemder their current contracts or seeking to fiyalich
contracts, whether voluntarily or as a result néficial difficulties;

» changes in our strategies, including changes idicemsing focus and/or possible acquisitions ahpanies
with business models different from our own;

» changes in the economy and credit market and éffiieicts upon demand for our technology and the yetsd
of our licensees

For the years ended December 31, 2008, 2007 arti] ffalties accounted for 89%, 86% and 87%,
respectively, of our total revenue, and we beliiad royalties will continue to represent a majodf total revenue
for the foreseeable future. Royalties are generaltpgnized in the quarter in which we receiveporefrom a
licensee regarding the sale of licensed chipsemtiior quarter; however, royalties are recognizel if
collectibility is assured. As a result of these em@inties and effects being outside of our contmlalty revenue are
difficult to predict and make accurate financialdcasts difficult to achieve, which could cause stock price to
become volatile and decline.
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A substantial portion of our revenue is derived frosources outside of the United States and thiserave and
our business generally are subject to risks relatednternational operations that are often beyowdr control.

For the years ended December 31, 2008, 2007 arfi] 88@nue from our sales to international custemer
constituted approximately 84%, 85% and 75% of otaltrevenue, respectively. We currently have imé&onal
operations in India (design), Japan (business dpwetnt), Taiwan (business development) and Gerr{iauginess
development). As a result of our continued focusnbernational markets, we expect that future rexeetderived
from international sources will continue to reprse significant portion of our total revenue.

To date, all of the revenue from internationalfisees has been denominated in U.S. dollars. Howevere
extent that such licensees’ sales to systems casgpare not denominated in U.S. dollars, any rasglwhich are
based as a percentage of the customer’s sales¢haiceive as a result of such sales could be cuojéluctuations
in currency exchange rates. In addition, if theetf/e price of licensed semiconductors sold byforeign licensee
were to increase as a result of fluctuations inetkehange rate of the relevant currencies, demamiecénsed
semiconductors could fall, which in turn would redwur royalties. We do not use financial instrute¢a hedge
foreign exchange rate risk.

Our international operations and revenue are stilijeg variety of risks which are beyond our cohtro
including:

« export controls, tariffs, import and licensing ragions and other trade barrie

* profits, if any, earned abroad being subject talléax laws and not being repatriated to the UnB&ates or,
if repatriation is possible, limited in amou

« changes to tax codes and treatment of revenueifri@mational sources, including being subjecti@ign
tax laws and potentially being liable for payingea in that foreign jurisdictior

- foreign government regulations and changes in thegpaglations
« social, political and economic instabilit

« lack of protection of our intellectual property amither contract rights by jurisdictions in which way do
business to the same extent as the laws of thetlSitates

» changes in diplomatic and trade relationsh

« cultural differences in the conduct of businesslwath licensees and in conducting business in our
international facilities and international salefaefs;

 operating centers outside the United Ste
« hiring, maintaining and managing a workforce reriyotend under various legal systems; i
 gec-political issues

We and our licensees are subject to many of the described above with respect to companies wdrieh
located in different countries, particularly homdeo game console and PC manufacturers locatedimakd
elsewhere. There can be no assurance that onererahthe risks associated with our internationadrations could
not result in a material adverse effect on ourress, financial condition or results of operations.

Unanticipated changes in our tax rates or in thextéaws and regulations could expose us to additibimcome
tax liabilities which could affect our operating milts and financial condition.

We are subject to income taxes in both the UnitatS and various foreign jurisdictions. Significamgment
is required in determining our worldwide provisifirenefit) for income taxes and, in the ordinaryrsewf busines
there are many transactions and calculations wiheraltimate tax determination is uncertain. Otdie&fve tax rate
could be adversely affected by changes in the f&amings in countries with differing statutory tates, changes
in the valuation of deferred tax assets and liaddj changes in tax laws and regulations as wgedtlaer factors. For
example, the state of California has enacted réignawhich limit the use of net operating losses
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and certain tax credits, including research anatigyment credits, in 2008 and 2009, which could @ean
increase in our effective tax rate. Our tax deteatibns are regularly subject to audit by tax arities and
developments in those audits could adversely affecincome tax provision. Although we believe tbat tax
estimates are reasonable, the final determinafitexcaudits or tax disputes may be different froimat is reflected
in our historical income tax provisions which coalfiect our operating results.

Our results of operations could vary as a resulttbé methods, estimates, and judgments we use piyapg our
accounting policies.

The methods, estimates, and judgments we use Igiag@ur accounting policies have a significanpeat on
our results of operations, as described elsewinettgs report. Such methods, estimates, and judgnaea, by their
nature, subject to substantial risks, uncertaintied assumptions, and factors may arise overttiatdead us to
change our methods, estimates, and judgments. @aamghose methods, estimates, and judgments could
significantly affect our results of operations.particular, the calculation of shabased compensation expense ul
Statement of Financial Accounting Standards No(R28'SFAS No. 123(R)") requires us to use valuatio
methodologies and a number of assumptions, estinatel conclusions regarding matters such as esgect
forfeitures, expected volatility of our share priead the exercise behavior of our employees. Eurthre, there are
no means, under applicable accounting principtesptmpare and adjust our expense if and when we &sut
additional information that may affect the estinsateat we previously made, with the exception @&gfes in
expected forfeitures of share-based awards. Factaysarise that lead us to change our estimateassuimptions
with respect to future share-based compensatiamgements, resulting in variability in our sharedzh
compensation expense over time. Changes in fomxtastck-based compensation expense could impacbstiof
contract revenue, research and development expanadseting, general and administrative expensdan
effective tax rate, which could have an adverseaichpn our results of operations.

We may make future acquisitions or enter into merggestrategic transactions or other arrangementsttcould
cause our business to suffer.

We may continue to make investments in companiesiyets or technologies or enter into mergerstesjia
transactions or other arrangements. If we buy apemm or a division of a company, we may experidiffeculty
integrating that company’s or division’s personait operations, which could negatively affect querating
results. In addition:

« the key personnel of the acquired company may dauid to work for us

« we may experience additional financial and accognthallenges and complexities in areas such as tax
planning, cash management and financial repor

« our ongoing business may be disrupted or recesufficient management attentic
* we may not be able to recognize the cost savingshar financial benefits we anticipated,; ¢

* our increasing international presence resultinghfecquisitions may increase our exposure to intenmeal
currency, tax and political risk

In connection with future acquisitions or mergatsategic transactions or other arrangements, weimcar
substantial expenses regardless of whether theatéion occurs. In addition, we may be requiredssume the
liabilities of the companies we acquire. By assughe liabilities, we may incur liabilities such th®se related to
intellectual property infringement or indemnificati of customers of acquired businesses for siroilams, which
could materially and adversely affect our businggs.may have to incur debt or issue equity seesrtid pay for
any future acquisition, the issuance of which canlalve restrictive covenants or be dilutive ta edisting
stockholders.

If we are unable to attract and retain qualified pgonnel, our business and operations could suffer.

Our success is dependent upon our ability to iflerattract, compensate, motivate and retain geallif
personnel, especially engineers, who can enhancexting technologies and introduce new techniekg
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Competition for qualified personnel, particuladhose with significant industry experience, is irs@nin particular i
the San Francisco Bay Area where we are headgedréerd in the area of Bangalore, India where we laaglesign
center. We are also dependent upon our senior reareg personnel. The loss of the services of amypgenior
management personnel, or key sales personneticatrinarkets, or critical members of staff, oraoignificant
number of our engineers could be disruptive todawelopment efforts or business relationships auddecause oL
business and operations to suffer.

Decreased effectiveness of equity-based compensatiold adversely affect our ability to attract amdtain
employees.

We have historically used stock options and otbem$ of stock-based compensation as key compooéots
employee compensation program in order to alignleyegs’ interests with the interests of our stod#tbrs,
encourage employee retention and provide competitdmpensation and benefit packages. As a resahafges in
previous accounting principles, we have incurreatéased compensation costs associated with ol-based
compensation programs. In addition, if we face diffjculty relating to obtaining stockholder appadwof our equity
compensation plans, it could make it harder or neaggensive for us to grant stock-based paymergsfaoyees in
the future. As a result of these factors leadinipiger equity compensation of our employees, we firayit
difficult to attract, retain and motivate employeasd any such difficulty could materially adveysaffect our
business.

Our operations are subject to risks of natural digtars, acts of war, terrorism or widespread ilinegsour
domestic and international locations, any one of ish could result in a business stoppage and negalinaffect
our operating results.

Our business operations depend on our ability tmtaia and protect our facility, computer systemd a
personnel, which are primarily located in the SeamnEisco Bay Area. The San Francisco Bay Area ¢dase
proximity to known earthquake fault zones. Ourlfgcand transportation for our employees are spbke to
damage from earthquakes and other natural disastebhsas fires, floods and similar events. Shonldathquake ¢
other catastrophes, such as fires, floods, povesy, mommunication failure or similar events disahlefacilities, we
do not have readily available alternative facititteom which we could conduct our business, whtolpgage could
have a negative effect on our operating resultss Atterrorism, widespread illness and war colsdd dave a
negative effect at our international and domestilities.

Risks Related to Corporate Governance and Capitalation Matters

The price of our Common Stock may fluctuate sigieiintly, which may make it difficult for holders teesell
their shares when desired or at attractive prices.

Our Common Stock is listed on The Nasdaq Globa@&@élarket under the symbol “RMBS.” The tradingcpri
of our Common Stock has been subject to wide fhtadas which may continue in the future in respaas@among
other things, the following:

* new litigation or developments in current litigatias discussed belo!

e any progress, or lack of progress, in the develeopiroeproducts that incorporate our chip interfa
 0Our signing or not signing new license

< announcements of our technological innovationsewv products by us, our licensees or our competi
* positive or negative reports by securities analgstio our expected financial resu

» developments with respect to patents or proprigights and other events or factc

« any delisting of our Common Stock from The Nasdémp@ Select Market; an

» changes in general market sentiment due to maanoedic and geopolitical factor
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In addition, the equity markets have experiencddtility that has particularly affected the markeices of
equity securities of many high technology compaaied that often has been unrelated or dispropatioto the
operating performance of such companies.

Compliance with changing regulation of corporate gernance and public disclosure may result in addital
expenses.

Changing laws, regulations and standards relatirmptporate governance and public disclosure, diatunew
SEC regulations and Nasdaq rules, are creatingtamtgy for companies such as ours. These new amgéd laws,
regulations and standards are subject to varyitggpretations in many cases due to their lack e€#igity, and as a
result, their application in practice may evolveeptime as new guidance is provided by regulatog governing
bodies, which could result in continuing uncertairggarding compliance matters and higher costess#taited by
ongoing revisions to disclosure and governancetipess: We intend to invest resources to comply witblving
laws, regulations and standards, and this invedtmes result in increased general and adminisgaixpenses and
a diversion of management time and attention fremenue generating activities to compliance acssitif our
efforts to comply with new or changed laws, regola and standards differ from the activities iked by
regulatory or governing bodies due to ambiguitedated to practice, our reputation may be harmed.

We have been party to, and may in the future bejsuabto, lawsuits relating to securities law matsawhich may
result in unfavorable outcomes and significant judwents, settlements and legal expenses which coalgse
our business, financial condition and results of emations to suffer.

In connection with our stock option investigatiorg and certain of our current and former officard a
directors, as well as our current auditors, welgesit to several shareholder derivative actionsyses fraud class
actions and/or individual lawsuits filed in fedecalurt against us and certain of our current anchéo officers and
directors. The complaints generally allege thatdéfendants violated the federal and state seesifiivs and state
law claims for fraud and breach of fiduciary dutyhile we have settled the derivative and securfti@sd class
actions, the individual lawsuits continue to beudijated. For more information about the histatigdtion
described above, see Note 15 “Litigation and Asske@ilaims” of Notes to Consolidated Financial Staets. The
amount of time to resolve these current and anyréuawsuits is uncertain, and these matters cagjdire
significant management and financial resources lwbauld otherwise be devoted to the operation obosiness.
Although we have expensed or accrued for certabiliiies that we believe will result from certashthese actions,
the actual costs and expenses to defend and sallisfiithese lawsuits and any potential futurigdition may exceed
our current estimated accruals, possibly signiiyatunfavorable outcomes and significant judgmeaétiements
and legal expenses in the litigation related topast stock option granting practices and in amyréulitigation
concerning securities law claims could have mdtadsaerse impacts on our business, financial cammitesults of
operations, cash flows and the trading price of@mmmon Stock.

We are leveraged financially, which could adversalfect our ability to adjust our business to resgbto
competitive pressures and to obtain sufficient funtb satisfy our future research and developmenéds, and
to defend our intellectual property.

We have indebtedness. On February 1, 2005, wedsk2@0.0 million aggregate principal amount of zero
coupon convertible senior notes (“convertible ngtdse February 1, 2010, of which $137.0 milliomans
outstanding as of December 31, 2008.

The degree to which we are leveraged could haveiitapt consequences, including, but not limitedhe,
following:

« our ability to obtain additional financing in thet@ire for working capital, capital expendituresjuaisitions,
general corporate or other purposes may be lim

* a substantial portion of our cash flows from operat will be dedicated to the payment of the ppatiof oul
indebtedness as we are required to pay the prinaipaunt of the convertible notes in cash when
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« if we elect to pay any premium on the convertilidées with shares of our Common Stock or we areiregu
to pay a “make-whole” premium with our shares ofr@oon Stock, our existing stockholders’ interestisn
would be diluted; an

« we may be more vulnerable to economic downturiss, &ble to withstand competitive pressures and less
flexible in responding to changing business andentdc conditions

A failure to comply with the covenants and othesyigions of our debt instruments could result iergg of
default under such instruments, which could peawodeleration of the convertible notes. Any requiegghyment of
the convertible notes as a result of an acceleratimuld lower our current cash on hand such thatveeld not hav
those funds available for the use in our business.

If we are at any time unable to generate suffictarsh flow from operations to service our indebéssnvhen
payment is due, we may be required to attemptrtegetiate the terms of the instruments relatinigp¢o
indebtedness, seek to refinance all or a porticgh@fndebtedness or obtain additional financirgeré can be no
assurance that we will be able to successfullygetiate such terms, that any such refinancing wbelgossible or
that any additional financing could be obtainederms that are favorable or acceptable to us.

Our certificate of incorporation and bylaws, ouratkholder rights plan, and Delaware law contain prigions
that could discourage transactions resulting in &ange in control, which may negatively affect theanket
price of our Common Stock.

Our certificate of incorporation, our bylaws, otwekholder rights plan and Delaware law contairvigions
that might enable our management to discouragayaelprevent change in control. In addition, thes®/isions
could limit the price that investors would be willi to pay in the future for shares of our CommatcstAmong
these provisions are:

 our board of directors is authorized, without pstwckholder approval, to create and issue prefesiack,
commonly referred to ¢ blank chec” preferred stock, with rights senior to those of @uon Stock

« our board of directors is staggered into two classely one of which is elected at each annual imge
« stockholder action by written consent is prohibjt

< nominations for election to our board of directansl the submission of matters to be acted upon by
stockholders at a meeting are subject to advaneen@quirements

« certain provisions in our bylaws and certificatéraforporation such as notice to stockholdersathiéty to
call a stockholder meeting, advanced notice remerdgs and the stockholders acting by written cansety
only be amended with the approval of stockholdetdihg 662/ 3% of our outstanding voting stoc

« the ability of our stockholders to call special itmegs of stockholders is prohibited; a
 our board of directors is expressly authorized &key alter or repeal our bylav

In addition, the provisions in our stockholder tgplan could make it more difficult for a poteh@aquirer to
consummate an acquisition of our company. We @@ sbject to Section 203 of the Delaware Genevgb@atior
Law, which provides, subject to enumerated exceptithat if a person acquires 15% or more of otstanding
voting stock, the person is an “interested stoa#diland may not engage in any “business combinatigth us for
a period of three years from the time the persquiaed 15% or more of our outstanding voting stock.

Litigation, Regulation and Business Risks Relatedotour Intellectual Property

We face current and potential adverse determinasdn litigation stemming from our efforts to prot¢and
enforce our patents and intellectual property, whicould broadly impact our intellectual propertyghts,
distract our management and cause a substantiallohecin our revenue and stock price.

We seek to diligently protect our intellectual peofy rights. In connection with the extension of bcensing
program to SDR SDRAM-compatible and DDR SDRAM-cotitgda products, we became involved in litigation
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related to such efforts against different partremiltiple jurisdictions. In each of these cases have claimed
infringement of certain of our patents, while thamafacturers of such products have generally sadgntages and
a determination that the patents in suit are inyainenforceable, and not infringed. Among othergs, the
opposing parties have alleged that certain of aternts are unenforceable because we engaged imdatu
spoliation, litigation misconduct and/or acted imgerly during our 1991 to 1995 participation in teDEC
standard setting organization (including allegagiohantitrust violations and unfair competitioBge Note 15
“Litigation and Asserted Claims3f Notes to Consolidated Financial Statements ddlitaonal information regardin
certain cases that are active as of the date ofdiport.

There can be no assurance that any or all of thesipg parties will not succeed, either at thd trappellate
level, with such claims or counterclaims againsoiuthat they will not in some other way establisbad defenses
against our patents, achieve conflicting resultgtberwise avoid or delay paying royalties for tfse of our
patented technology. Moreover, there is a riskifhate party prevails against us, other partiadd¢ose the adver:
result to defeat or limit our claims against thewmnversely, there can be no assurance that if eapiragainst one
party, we will succeed against other parties orilaimalaims, defenses, or counterclaims. In addijtibere is the ris
that the pending litigations and other circumstanoay cause us to accept less than what we noevbelh be fair
consideration in settlement.

Any of these matters, whether or not determineabinfavor or settled by us, is costly, may caudayde
(including delays in negotiating licenses with athetual or potential licensees), will tend to disage future
design partners, will tend to impair adoption of existing technologies and divert the efforts attdntion of our
management and technical personnel from other bssiaperations. In addition, we may be unsuccesstur
litigation if we have difficulty obtaining the coemation of former employees and agents who wereled in our
business during the relevant periods related tditigation and are now needed to assist in casésstify on our
behalf. Furthermore, any adverse determinatiortligraesolution in litigation could result in owsling certain
rights beyond the rights at issue in a particuéases including, among other things: our being éffely barred from
suing others for violating certain or all of outatlectual property rights; our patents being heldlid or
unenforceable or not infringed; our being subjedttesignificant liabilities; our being required $eek licenses from
third parties; our being prevented from licensing patented technology; or our being required tegotiate with
current licensees on a temporary or permanent.li&ases if we are successful in our litigation, #hé no guarantee
that the applicable opposing parties will be ablpay any damages awards timely or at all as dtrefsfinancial
difficulties or otherwise. Delay or any or all dietlse adverse results could cause a substantigdel@clour revenue
and stock price.

An adverse resolution by or with a governmental agg, such as the European Commission, could resalt
severe limitations on our ability to protect anatéinse our intellectual property, and would causer oevenue to
decline substantially.

The European Commission has instituted similar gedings against us but has not yet issued a deciEi@se
proceedings, or one by any other governmental ggenay result in adverse determination againstrus other
outcomes that could limit our ability to enforcelicense our intellectual property, and could camserevenue to
decline substantially. The pendency of these tvee&&as impaired our ability to enforce or licemsepatents or
collect royalties from existing or potential lices, as such existing or potential licensees mayt alne final
outcome of these cases before agreeing to newsksenr pay royalties.

In addition, third parties have and may attempide adverse findings by a government agency to &ori
ability to enforce our patents in private litigat®and to assert claims for monetary damages againalthough w:
have successfully defeated certain attempts todthere can be no assurance that other thirdegasiil not be
successful in the future or that additional claongctions arising out of adverse findings by aegawment agency
will not be asserted against us.

Further, third parties have sought and may sedkweand reconsideration of the patentability ofdntions
claimed in certain of our patents by the United&tdatent & Trademark Office (the “PTO") and/ax Buropean
Patent Office (the “EPQ”). An adverse decisionly PTO or EPO could invalidate some or all of thzesent
claims and could also result in additional advexsgsequences affecting other related U.S. or Earopatents,
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including in our intellectual property litigatioff.a sufficient number of such patents are impaimd ability to
enforce or license our intellectual property wobddsignificantly weakened and this could causerewgnue to
decline substantially.

Litigation or other third-party claims of intelleatal property infringement could require us to expén
substantial resources and could prevent us from eleping or licensing our technology on a cost-effee
basis.

Our research and development programs are in hagtpetitive fields in which numerous third parties/e
issued patents and patent applications with claiosely related to the subject matter of our redeand
development programs. We have also been namee jpatt, and may in the future be named, as a dafieid
lawsuits claiming that our technology infringes ophe intellectual property rights of third partiés the event of a
third-party claim or a successful infringement agtagainst us, we may be required to pay substalatinages, to
stop developing and licensing our infringing tedagy, to develop non-infringing technology, andotatain
licenses, which could result in our paying substhnbyalties or our granting of cross licensesto technologies.
Threatened or ongoing third-party claims or infengent actions may prevent us from pursuing addition
development and licensing arrangements for sormegdfor example, we may discontinue negotiatioith wertair
customers for additional licensing of our patents tb the uncertainty caused by our ongoing litigabn the terms
of such licenses or of the terms of such licensesus litigation. We may not be able to obtain fises from other
parties at a reasonable cost, or at all, whichccoalise us to expend substantial resources, dt iesiglays in, or
the cancellation of, new product.

If we are unable to successfully protect our invents through the issuance and enforcement of patgrdur
operating results could be adversely affected.

We have an active program to protect our propnyeatarentions through the filing of patents. Theas de no
assurance, however, that:

 any current or future U.S. or foreign patent agilans will be approved and not be challenged byl th
parties;

» our issued patents will protect our intellectuaperty and not be challenged by third part
« the validity of our patents will be uphel

 our patents will not be declared unenforcea

« the patents of others will not have an adverseceéfa our ability to do busines

« Congress or the U.S. courts or foreign countridsnet change the nature or scope of rights affdrdatents
or patent owners or alter in an adverse way thega®for seeking paten

« changes in law will not be implemented that wifieat our ability to protect and enforce our pateatd othe
intellectual property

* new legal theories and strategies utilized by aunetitors will not be successful;

« others will not independently develop similar ongmeting chip interfaces or design around any patait
may be issued to u

If any of the above were to occur, our operatirsylts could be adversely affected.

Our inability to protect and own the intellectuakrpperty we create would cause our business to guffe

We rely primarily on a combination of license, diepeent and nondisclosure agreements, trademade tr
secret and copyright law, and contractual provisimnprotect our non-patentable intellectual proypeghts. If we
fail to protect these intellectual property righdsy licensees and others may seek to use ourdlgynwithout the
payment of license fees and royalties, which cowgdken our competitive position, reduce our opegatésults an
increase the likelihood of costly litigation. Theogith of our business depends in large part orusigeof our
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intellectual property in the products of third gamtanufacturers, and our ability to enforce intilal property
rights against them to obtain appropriate compénsain addition, effective trade secret protectinay be
unavailable or limited in certain foreign countriddthough we intend to protect our rights vigortyif we fail to
do so, our business will suffer.

We rely upon the accuracy on our licensees recomgbi@g, and any inaccuracies or payment disputes for
amounts owed to us under our licensing agreementsyrharm our results of operations.

Many of our license agreements require our liceh$seelocument the manufacture and sale of prodiats
incorporate our technology and report this dataston a quarterly basis. While licenses with secim$ give us the
right to audit books and records of our licenseegetify this information, audits rarely are unddwetn because they
can be expensive, time consuming, and potenti@tsirdental to our ongoing business relationshigweitr
licensees. Therefore, we rely on the accuracyeféiports from licensees without independentlyfyig the
information in them. Our failure to audit our liames’ books and records may result in our receiwvioge or less
royalty revenue than we are entitled to under ¢énms$ of our license agreements. If we conductedltprudits in
the future, such audits may trigger disagreemeves contract terms with our licensees and suclgdigaments
could hamper customer relations, divert the effand attention of our management from normal opmratand
impact our business operations and financial candit

We may not be able to satisfy the requirements urttie Qimonda settlement and license agreement tivatld
require Qimonda to pay us up to an additional $100nillion in royalty payments.

On March 21, 2005, we entered into a settlementpatehnt license agreement with Infineon (and ity
parent Siemens), which was assigned to Qimondeédy Infineon’s DRAM operations) in October 2006 i
connection with Infineon’s spin-off of Qimonda. Tagreement, among other things, requires Qimongaydo us
an aggregate payment of $50.0 million in quartarsfallments of approximately $5.85 million, whistarted on
November 15, 2005. The agreement further providasit we enter into licenses with certain otherAMR
manufacturers, Qimonda will be required to makeitamthl payments to us that may aggregate up t@ 1Million.
As we have not yet succeeded in entering into thddéional license agreements necessary to triggaonda’s
obligations, Qimonda’s quarterly payment decreasek8.2 million in the fourth quarter of 2007, amaks ceased as
of the first quarter of 2008. The quarterly paynsemith Qimonda will not recommence until we entépbiadditiona
license agreements with certain other DRAM manuf&es. We may not succeed in entering into thedéiadal
license agreements necessary to trigger Qimondidigadions under the settlement and patent licaiggeement to
pay to us additional amounts, thereby reducing/ttiee of the settlement and license agreement.ttm usldition,
Qimonda commenced insolvency proceedings in Gerrmadgnuary 2009, with the intent to restructurmQida
and its affiliates. Such insolvency or restructgnmay lead to Qimonda’s inability to make any fertbayment,
even if we satisfy the conditions described abavesfich payment.

An acquisition by Qimonda of a third party DRAM mafiacturer could make it more difficult for us to dhin
royalty rates we believe are appropriate and cordduce the number of companies in our antitrustdjation.

On or about July 8, 2008, we amended our patesidie agreement with Qimonda. The amended agreement
grants a supplemental term license of approximabelysame scope as the original term license @digiprovided
for in the agreement, but specifies that in thenelrgfineon ceases to control or otherwise own @nityt of
Qimonda shares, certain competitors would not setedhis license upon such competitor’s acquisitibcontrol
of Qimonda. Furthermore, such acquiring competitould not receive the benefit of a release from BRasrfor pas
damages, including past infringement of Rambusemiaportfolio. To the extent that Qimonda acquaesther
company, including such certain competitors, trguaed company would accede to the license anddvoeil
eligible to receive the benefit of the release fieRembus for past damages. Following such an atipumisiy
Qimonda, the combined entity would be requireday @ stepped up payment calculated in accordarbethva
percentage increase in the DRAM volume brought abpuhe acquisition. Such an increase in the paysneould
make it more difficult for us to obtain the royaltiwe believe are appropriate from the marketvalsade. Such an
acquisition by Qimonda of any of the certain corntpeg would in addition reduce the number of conieaufrom
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which we may seek compensation for the antitrystyralleged by us in our pending price-fixing actiin

San Francisco. Except in the case of the certairpetitors, the extension of any such benefitstturd party entity
whether acquiring control or otherwise a majorityslbares of Qimonda or being acquired by Qimondald; in
addition, result in the release of claims to sufdtparty entity, thus reducing the number of camips from which
we may seek compensation for patent damages.

Any dispute regarding our intellectual property magquire us to indemnify certain licensees, the to§which
could severely hamper our business operations andricial condition.

In any potential dispute involving our patents tray intellectual property, our licensees coulddscome the
target of litigation. While we generally do not erdnify our licensees, some of our license agreesraotvide
limited indemnities, some require us to providéntgécal support and information to a licensee thabvolved in
litigation involving use of our technology, and wey agree to indemnify others in the future. Odieimnification
and support obligations could result in substamtigdenses. In addition to the time and expensareatjfor us to
indemnify or supply such support to our licensed#;ensee’s development, marketing and salesensed
semiconductors could be severely disrupted or dbwn as a result of litigation, which in turn cosleverely
hamper our business operations and financial condit
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Iltem 1B. Unresolved Staff Comments

None.

Item 2. Properties

As of December 31, 2008, we occupied offices inltlased facilities described below:

Number of
Offices
Under Lease Location Primary Use
2 United States Executive and administrative offices, research
Los Altos, CA (Headquarters) and development, sales and marketing and
Chapel Hill, NC service function:
1 Bangalore, India Administrative offices, research and
development and service functic
1 Tokyo, Japal Business developme
1 Taipei, Taiwar Business developme
1 Pforzheim, German Business developme

Item 3. Legal Proceeding:

For the information required by this item regardiegal proceedings, see Note 15 “Litigation andetexl
Claims” of Notes to Consolidated Financial Statetaefi this Form 10-K.
Item 4. Submission of Matters to a Vote of Security Hold¢

None.

PART Il

Item 5. Market for Registran’s Common Equity, Related Stockholder Matters andusr Purchases of Equit
Securities

Our Common Stock is listed on The Nasdaq Globa&dlarket under the symbol “RMBS”. The following
table sets forth for the periods indicated the lEgh low sales price per share of our Common Sdsaleported on
The Nasdaqg Global Select Market.

Year Ended Year Ended
December 31, 2008 December 31, 2007
High Low High Low
First Quarte! $26.41  $14.6¢ $23.9t  $17.31
Second Quarte $24.88  $18.61 $22.0( $17.6%
Third Quartel $18.9( $12.2¢  $19.6( $12.0¢8
Fourth Quarte $16.5¢ $ 4.9t $22.2( $17.6¢
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The graph below matches Rambus Inc.’s cumulativen6@th total shareholder return on Common Stoch wit
the cumulative total returns of the Nasdagq Compasilex and the RDG Semiconductor Composite indlbz.
graph tracks the performance of a $100 investnmeatir Common Stock and in each of the indexes (thith
reinvestment of all dividends) from 12/31/03 to312008.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Rambus Inc., The NASDAQ Composite Index
And The RDG Semiconductor Composite Index

200
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*$100 invested on 12/31/03 in stock & index-indhglreinvestment of dividends.
Fiscal year ending December 31.

Fiscal years ending:

12/03 12/04 12/05 12/06 12/07 12/08
Rambus Inc. 100.0( 74.92 52.7¢ 61.6¢ 68.21 | 51.8¢
NASDAQ Composite 100.0C | 110.0¢ | 112.8¢ | 126.5. [ 138.1: [ 80.4i
RDG Semiconductor Compos 100.0( 79.8¢ 89.1¢ 84.1¢ 94.7: | 47.8¢

The stock price performance included in this graphnot necessarily indicative of future stock price
performance.

Information regarding our securities authorizedifsuance under equity compensation plans wilhbiided ir
Item 12, “Security Ownership of Certain Benefidialvners and Management and Related Stockholder tdattd
this report on Form 10-K.

As of January 31, 2009, there were 769 holdersadnd of our Common Stock. Because many of thesshafr
our Common Stock are held by brokers and otheitutisins on behalf of stockholders, we are unablestimate th
total number of beneficial stockholders represebtethese record holders. We have never paid datany cas
dividends on our Common Stock or other securitfestzave no current plans to do so.

Share Repurchase Program

In October 2001, our Board of Directors (the “Bdam@pproved a share repurchase program of our Cammo
Stock, principally to reduce the dilutive effecteshployee stock options. To date, the Board hasoapg the
authorization to repurchase up to 19.0 million skanf our outstanding Common Stock over an undefiregiod of
time. For the year ended December 31, 2008, wachpsed approximately 3.6 million shares with agragate
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price of $49.2 million. As of December 31, 2008, aal repurchased a cumulative total of approxinpatel
16.8 million shares of our Common Stock with anraggte price of approximately $233.8 million sitice
commencement of this program. As of December 3@82there remained an outstanding authorization to
repurchase approximately 2.2 million shares ofaustanding Common Stock.

We record stock repurchases as a reduction tolsbiidrs’ equity. As prescribed by APB Opinion No. 6
“Status of Accounting Research Bulletins,” we retarportion of the purchase price of the repurathabares as an
increase to accumulated deficit when the cost@ftiares repurchased exceeds the average origicakpls per
share received from the issuance of Common StogkinB the year ended December 31, 2008, the cuivnelatice
of the shares repurchased exceeded the proce&igafrom the issuance of the same number of sh@he
excess of $44.2 million was recorded as an incremaecumulated deficit for the year ended DecerBtie2008.
During the year ended December 31, 2007, the Coyngamot repurchase any Common Stock.

Total Number Maximum

of Shares Number of
Purchased as Shares that
Part of May Yet be

Publicly Purchased

Total Number Announced Average Under the

of Shares Plans or Price Paic Plans or

Period Purchased Programs Total Paid per Share Programs
Beginning Balance as of 1/1/i 13,231,09 13,231,09 $184,531,39 $ 13.9¢ 5,820,76!
2/1/200¢2/29/200¢€ 1,359,81. 1,359,81° $ 24,921,20 $ 18.3¢ 4,460,95.
8/1/200¢-8/30/200¢€ 634,97( 634,97( $ 9,999,95. $ 15.7¢ 3,825,98:
10/1/200¢10/31/200¢ 974,80( 974,80( $ 8,345,088 $ 8.5¢ 2,851,18:
11/1/200¢11/30/200¢ 610,26 610,26¢ $ 595851 $ 09.7¢ 2,240,91.

Total shares repurchased as of
12/31/08 16,810,95 16,810,95  $233,756,15 $ 13.9(

Iltem 6. Selected Financial Dat:

The following selected consolidated financial dgttauld be read in conjunction with Item 7, “Manageit's
Discussion and Analysis of Financial Condition &wbults of Operations,” and Item 8, “Financial Sta¢nts and
Supplementary Data,” and other financial data idetlelsewhere in this report. Our historical ressoftoperations
are not necessarily indicative of results of opgerastto be expected for any future period.

Years Ended December 31

2008 2007 2006 2005 2004
(In thousands, except per share amount:
Total revenu $142,49: $179,94( $195,32: $157,19¢ $144,87-
Net income (loss $(195,92) $(27,664) $(13,81¢) $ 28,94( $ 22,36
Net income (loss) per shal
Basic $ (18) $ (02) $ (01 $ 02¢ $ 0.2z
Diluted $ (18) $ (©02) $ (01 $ 0268 $ o0.21

Consolidated Balance Sheet Data:
Cash, cash equivalents and marketable sect $ 345,850 $440,88: $436,34: $355,39( $236,36(

Total asset $396,89( $627,34° $604,61° $515,95. $396,05:
Deferred revenu $ 1877 $ 2,75¢ $ 7551 $ 9,29C $ 23,82
Convertible note $136,95( $160,00( $160,00( $160,00( $

Stockholder equity $220,98! $407,08: $382,28{ $323,46° $353,57¢
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Item 7. Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations

This report contains forward-looking statementshimtthe meaning of Section 27A of the SecuritieAt933
and Section 21E of the Securities Exchange Ac®®4.1These statements relate to our expectatiorfsitiaore event:
and time periods. All statements other than statesnef historical fact are statements that coulddeemed to be
forward-looking statements, including any statements rdigartrends in future revenue or results of operas,
gross margin or operating margin, expenses, eamimglosses from operations, synergies or otherfaial items;
any statements of the plans, strategies and obgstf management for future operations; any stetgsn
concerning developments, performance or industnkireg; any statements regarding future economicdaams or
performance; any statements regarding pending itny&tsons, claims or disputes; any statements pketation ot
belief; and any statements of assumptions underlgiry of the foregoing. Generally, the words “aigate,”
“believes,” “plans,” “expects,” “future,” “intends,” “may,” “should,” “estimates,” “predicts,” “potent ial,”
“continue” and similar expressions identify forwafdoking statements. Our forward-looking statememesbased
on current expectations, forecasts and assumptodsare subject to risks, uncertainties and change®ndition,
significance, value and effect. As a result offttedors described herein, and in the documentsrppa@ted herein
by reference, including, in particular, those fastdescribed under “Risk Factors,” we undertakeaidigation to
publicly disclose any revisions to these forw-looking statements to reflect events or circumstaroccurring
subsequent to filing this report with the Secusit@ad Exchange Commission.

Business Overview

We design, develop and license chip interface teldgies and architectures that are foundationaktarly all
digital electronics products. Our chip interfacetteologies are designed to improve the performgmmeger
efficiency, time-to-market and cost-effectivenesur customers’ semiconductor and system prodocts
computing, gaming and graphics, consumer electsaaricd mobile applications.

As of December 31, 2008, our chip interface techgiels are covered by more than 735 U.S. and foreign
patents. Additionally, we have approximately 50@paapplications pending. These patents and papgiications
cover important inventions in memory and logic cimigrfaces, in addition to other technologies. bééeve that
our chip interface technologies provide our cust@aemeans to achieve higher performance, imprpegcer
efficiency, lower risk, and greater cost-effectiges in their semiconductor and system products.

Our primary method of providing interface technaésgto our customers is through our patented inthavs
We license our broad portfolio of patented invemdito semiconductor and system companies who &se th
inventions in the development and manufacture @f twn products. Such licensing agreements magrcitnve
license of part, or all, of our patent portfoli@tent license agreements are generally royaltyifgar

We also develop a range of solutions includingdtahip” (which are Rambus-proprietary interfaces o
architectures widely licensed to our customers)iaddstry-standard chip interfaces that we provideur
customers under license for incorporation intortekemiconductor and system products. Due to tlenafomplex
nature of implementing state-of-the art chip irded technology, we offer engineering services tocastomers to
help them successfully integrate our chip interfsal@tions into their semiconductors and systerhesé
technology license agreements may have both a fiked (non-recurring) component and ongoing rogslt
Engineering services are generally offered on edfigrice basis. Further, under technology licensascustomers
may receive licenses to our patents necessaryplement the chip interface in their products wpkegfic rights
and restrictions to the applicable patents elabdrat their individual contracts with us.

We derive the majority of our annual revenue bgriging our broad portfolio of patents for chip faees to
our customers. Such licenses may cover part @f allir patent portfolio. Leading semiconductor agdtem
companies such as AMD, Fujitsu, Qimonda, Intel, NB&nasonic, Renesas, and Toshiba have licensezhtmnts
for use in their own products.

We derive additional revenue by licensing our leshlip architectures and industry-standard chipriates to
customers for use in their semiconductor and sygte@ducts. Our customers include leading compasueh as
Elpida, IBM, Intel, Qimonda, Panasonic, Sony andHiba. Due to the complex nature of implementing ou
technologies, we provide engineering services undeain of these licenses to help our customarsessfully
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integrate our technology solutions into their seamauctors and system products. Additionally, liegmsmay
receive, as an adjunct to their technology licaaggeements, patent licenses as necessary to impui¢nee
technology in their products with specific rightedarestrictions to the applicable patents elabdrateheir
individual contracts.

Royalties represent a substantial majority of otaltrevenue. The remaining part of our revenwmigract
services revenue which includes license fees agoheearing services fees. The timing and amountsioed to
customers can vary significantly depending on djgecontract terms and can therefore have a sianitiimpact on
deferred revenue or unbilled receivables in angigiperiod.

We have a high degree of revenue concentratioh, auit top five licensees representing approximad&Bs,
67% and 63% of our revenue for the years endedrbieee31, 2008, 2007 and 2006, respectively. Foy¢iae
ended December 31, 2008, revenue from Fujitsu, NEa@asonic, Sony, Elpida and AMD, each accounteti(iéo
or more of total revenue. For the year ended Deee®b, 2007, revenue from Fuijitsu, Elpida, Qimoadd
Toshiba, each accounted for 10% or more of totanmae. For the year ended December 31, 2006, reVieomn
Fujitsu, Elpida, Qimonda and Intel, each accoufded 0% or more of total revenue.

Our revenue from companies headquartered outsitteedfnited States accounted for approximately 838%
and 75% of our total revenue for the years endeze®éer 31, 2008, 2007 and 2006, respectively. Vigeehthat
we may continue to experience significant reverargentration and have significant revenue from aeaiputside
the United States for the foreseeable future.

Historically, we have been involved in significditigation stemming from the unlicensed use of imwentions
Our litigation expenses have been high and diffitupredict and we anticipate future litigatiorperses will
continue to be significant, volatile and diffictdt predict. If we are successful in the litigatiemd/or related
licensing, our revenue could be substantially highehe future; if we are unsuccessful, our revenwuld likely
decline. Furthermore, our success in litigationteratpending before courts and regulatory bodiasréiate to our
intellectual property rights have impacted and likiély continue to impact our ability and the texmpon which we
are able to negotiate new or renegotiate existoanses for our technology.

Revenue Concentration

As indicated above, we have a high degree of revepncentration. Many of our licensees have thd tiy
cancel their licenses. The particular licenseeskhicount for revenue concentration have varieah foeriod to
period as a result of the addition of new contraetpiration of existing contracts, industry comdation, the
expiration of deferred revenue schedules undetiegisontracts, and the volumes and prices at wtiieHicensees
have recently sold licensed semiconductors to Bystampanies. These variations are expected toreenin the
foreseeable future, although we expect that owrmeg concentration will decrease over time as egmnfie new
customers.

The semiconductor industry is intensely competitine highly cyclical. We are currently experiencangeriod
of economic downturn, which may result in, amonigeotthings, diminished demand and the erosion efage
selling prices in the semiconductor industry. Te éxtent that these macroeconomic pressures afiegirincipal
licensees, the demand for our technology may befgigntly and adversely impacted and we may expee
substantial period-to-period fluctuations in ouerding results. The downturn in worldwide econontaditions
also threatens the financial health of our comnaémunterparties, including companies with whomhage
entered into licensing arrangements and litigasietlements providing for ongoing payments to us, their ability
to fulfill their financial obligations to us. Seteein 1A, “Risk Factors.”

The royalties we receive are partly a functionhaf &doption of our chip interfaces by system corigzaMany
system companies purchase semiconductors contaninchip interfaces from our licensees and ddhaot a
direct contractual relationship with us. Our licees generally do not provide us with details abéadentity or
volume of licensed semiconductors purchased bycpéat system companies. As a result, we facedatliffy in
analyzing the extent to which our future revenukt e dependent upon particular system companiestesh
companies face intense competitive pressure in thaikets, which are characterized by extreme Nityafrequent
new product introductions and rapidly shifting comer preferences. There can be no assurancefss to t
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unit volumes of licensed semiconductors that wéllgurchased by these companies in the future tor the level of
royalty-bearing revenue that our licensees wileiee from sales to these companies. Additionaligre can be no
assurance that a significant number of other sysmpanies will adopt our chip interfaces or that dependence
upon particular system companies will decreasierfuture.

International Revenue

We expect that revenue derived from internatiocicehisees will continue to represent a significamtipn of
our total revenue in the future. To date, all & tevenue from international licensees have beeardmated in
U.S. dollars. However, to the extent that suchniées’ sales to systems companies are not den@ahiimat
U.S. dollars, any royalties that we receive assaltef such sales could be subject to fluctuatior=urrency
exchange rates. In addition, if the effective po€dcensed semiconductors sold by our foreigar®ees were to
increase as a result of fluctuations in the exchaatg of the relevant currencies, demand for fiedn
semiconductors could fall, which in turn would redwur royalties. We do not use financial instrute¢a hedge
foreign exchange rate risk.

For additional information concerning internationalenue, see Note 12, “Business Segments, Exaadts
Major Customers” of Notes to Consolidated Finan8i@tements of this Form 10-K.

Expenses

We intend to continue making significant expendituassociated with engineering, marketing, gerewl|
administration including litigation expenses, angect that these costs and expenses will contmbe & significar
percentage of revenue in future periods. Whethel sdpenses increase or decrease as a percentayermde will
be substantially dependent upon the rate at whichievenue change.

Engineering. Engineering costs are allocated between costrafact revenue and research and development
expenses. Cost of contract revenue reflects théopaof the total engineering costs which are djeadly devoted tc
individual licensee development and support sesvit@e balance of engineering costs, incurredhfer t
development of generally applicable chip interfeeEhnologies, is charged to research and develaphmen given
period, the allocation of engineering costs betwlese two components is a function of the timihthe
development and implementation schedules of indaditicensee contracts.

Marketing, general and administrativeMarketing, general and administrative expenselsiite expenses and
costs associated with trade shows, public relatiadgertising, legal, finance, insurance and otharketing and
administrative efforts. Litigation expenses arégaisicant portion of our marketing, general andraistrative
expenses and they can vary significantly from carad quarter. Consistent with our business mditelnsing and
marketing activities are focused on developingti@tahips with potential licensees and on partidigawith
existing licensees in marketing, sales and techeitarts directed to system companies. In mangsase must
dedicate substantial resources to the marketingapgort of system companies. Due to the long legsin
development cycles we face and the semi-fixed rattimarketing, general and administrative expeisagiven
period, these expenses generally do not corradatestievel of revenue in that period or in reaamfuture periods.

Costs of restatement and related legal activiti€sosts of restatement and related legal activitiessist
primarily of investigation, audit, legal and othepfessional fees related to the 2006 — 2007 soption
investigation, the filing of the restated finan@thtements and related litigation and offset byragoveries.

Taxes. We report certain items of income and expenséancial reporting purposes in different yeararth
they are reported for tax purposes. We recognizentge for financial reporting purposes as such arsoare earne
and this could occur over several reporting petiddsa result of the above and other differencéséen tax and
financial reporting for income and expense recagmjtour net operating profit or loss for tax puspe may be more
or less than the amount recorded for financial g purposes. In addition, we maintain estimdigiilities for
uncertain tax positions under FASB InterpretatithiN”) 48, “Accounting for Uncertainty in Income kas” — an
interpretation of FASB Statement No. 109, “Accongtfor Income Taxes”.
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Results of Operations

The following table sets forth, for the periodsigaded, the percentage of total revenue represdaytedrtain
items reflected in our consolidated statementgpefations:

Years Ended December 31

2008 2007 2006

Revenue

Royalties 89.1% 85.8% 86.5%

Contract revenu 10.5% 14.2% 13.5%

Total revenu 100.% 100.(% 100.(%

Costs and expense

Cost of contract revenue 15.(% 15.1% 15.6%

Research and developme! 53.5% 46.1% 35.2%

Marketing, general and administrativ 87.1% 67.(% 53.5%

Restructuring costs 2.€% —% —%

Impairment of intangible ass 1.5% —% —%

Costs of restatement and related legal activ 2.3% 10.8% 16.1%

Total costs and expens 162.2% 139.(% 120.7%

Operating los! (62.9% (39.0% (20.5%
Interest and other income, r 12.0% 12.1% 7.2%
Loss before income tax (50.9% (26.9% (13.290%
Provision for (benefit from) income tax 87.2% (11.5% (6.1)%
Net loss (137.5% (15.9% (7.1)%
* Includes stoc-based compensatio

Cost of contract revent 3.€% 3.3% 4.2%

Research and developm 95% 9.C% T7.€%

Marketing, general and administrati 13.(% 12.6% 8.2%

Restructuring cosl 0.4% —% —%

Years Ended December 31, 2007 to 200 2006 to 200
2008 2007 2006 Change Change

(Dollars in millions)

Total Revenue

Royalties $126.¢ $154.: $168.¢ (17.8% (8.6)%
Contract revenu 15.€ 25.€ 26.4 (39.9% (2.9%
Total revenue $142.8 $179.¢ $195.2 (20.6)% (7.9%

Royalty Revenue
Patent Licenses

In the years ended December 31, 2008, 2007 and 20@argest source of royalties was related édittense
of our patents for SDR and DD&mpatible products. Royalties decreased approgi;&82.5 million for SDR ar
DDR-compatible products to $100.5 million for the yeaded December 31, 2008 from $133.0 million forshme
period in 2007. The decrease is primarily due flgbér licensing payments received in 2007 as dtre§lamong
other things, our receipt of the final installmgayment from Qimonda, which we are presently etitb under the
terms of our license agreement and settlement®iitonda, in the fourth quarter of 2007 and loweetising
payments received in 2008 as a result of, amongr dltfings, the expiration of the Elpida licensing

32




Table of Contents

agreement in the first quarter of 2008. Royaltiesrdased approximately $3.8 million for SDR and D&Rnpatible
products to $133.0 million for the year ended Deloen81, 2007 from $136.8 million in the same peiiod006.
The decrease is primarily due to decreased revier2@07 from AMD, Qimonda and NEC, partially offdst
increased royalties from Toshiba, Fujitsu and Sioans

As of December 31, 2008, we had both variable amdifroyalty agreements for our SDR and DBétnpatible
licenses. On December 31, 2005, we entered inteeayéar patent license agreement with AMD. We are
recognizing royalty revenue under the AMD agreenmend quarterly basis as amounts become due amdepeays
received because the contractual terms of the agnateprovide for payments on an extended term ba&s
recognized royalty revenue of $15.0 million, $1&illion and $18.8 million in 2008, 2007 and 200&spectively,
and we expect to recognize royalty revenue of $iBlilon and $11.3 million in 2009 and in 2010, pestively,
under the AMD agreement. The AMD agreement provalksense of our patented technology used in #séga of
DDR2, DDRS3, FB-DIMM, PCI Express and XDR controfieas well as other current and future high-speedong
and logic controller interfaces.

On March 16, 2006, we entered into a five-yeardteense agreement with Fujitsu. We expect togeize
royalty revenue under the Fujitsu agreement onaatgry basis as amounts become due and paymesddved as
the contractual terms of the agreement provid@fgments on an extended term basis. We recogniizetdlaf
$27.5 million, $36.5 million and $34.8 million adyalty revenue in 2008, 2007 and 2006, respectiviglg Fujitsu
agreement provides a license that covers semictmsiicomponents and systems, but does not incllidense to
Fujitsu for its own manufacturing of commodity SDRIAther than limited amounts of SDR SDRAM annually.

On March 21, 2005, we entered into a settlementiaadse agreement with Infineon (and its formeepa
Siemens), which was assigned to Qimonda in Oct2B@6 in connection with Infineon’s spin-off of Qimaa. The
settlement and license agreement, among othershiaguires Qimonda to pay to us aggregate rogaifie
$50.0 million in quarterly installments of approxtely $5.8 million, which started on November 1802. The
settlement and license agreement further proviussitwe enter into licenses with certain otherANR
manufacturers, Qimonda will be required to maketamidhl royalty payments to us that may aggregatéou
$100.0 million. As we have not yet succeeded irrémg into these additional license agreementsssecg to
trigger Qimonda'’s obligations, Qimonda'’s quartgggyment decreased to $3.2 million in the fourthrtgraof 2007
and has ceased in the first quarter of 2008. Tlaeterdy payments with Qimonda will not recommenaoélwe
enter into additional license agreements with aetgher DRAM manufacturers. In January 2009, Qidwfiled fol
bankruptcy. See Item 1A, “Risk Factors.”

We are in negotiations with new prospective liceissé&Ve expect SDR and DDR-compatible royalties will
continue to vary from period to period based onsuacess in renewing existing license agreementsidding new
licensees, as well as the level of variation inlaxgmsees’ reported shipment volumes, sales jnicemix, offset in
part by the proportion of licensee payments thaffixed.

There was no royalty revenue recorded from thd pagent cross-license in the year ended Decenthe2(®8
and 2007, because the term of the agreement expitethe 2006. The Intel patent cross-license ageee
represented the second largest source of roydltite® years ended December 31, 2006. Royaltiesruhis
agreement were $20.0 million for the year endededier 31, 2006.

On February 2, 2007, the Federal Trade Commissihen“ETC”) issued an order requiring us to limieth
royalty rates charged for certain SDR and DDR SDRekmory and controller products sold by licensé&s a
April 12, 2007. The FTC stayed this requiremenMarch 16, 2007, subject to certain conditions. Gneh
condition of the stay limits the royalties we cageive under certain contracts so that they dexcted the FTC's
Maximum Allowable Royalties (“MAR” or “previously ithheld royalties”). Amounts in excess of MAR tlzaie
subject to the order are excluded from revenueAgni 22, 2008, the United States Court of Appdalsthe Distric
of Columbia (the “CADC") overturned the FTC decisiand remanded the matter back to the FTC for duarth
proceedings consistent with the CADC'’s opinion.JDne 6, 2008, the FTC petitioned the CADC to retimarcase
en banc. On August 26, 2008, the CADC denied the'§ Ppetition for rehearing of this matter en baauag on
September 9, 2008, the CADC issued its mandategeiside the FTC’s order and instructing the Fo @ake
actions consistent with the CADC'’s ruling. The F@li@ not seek, nor did it receive, a stay of the @A®ruling,
and thus the FTC’s order in the case has beenadoan October 16, 2008, the FTC issued an ordarq”
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Disposition Order”) authorizing us to receive thieeass consideration that customers have previaleslycted from
their quarterly payments made to us under the Phieense Agreement (see Note 15 “Litigation andexsed
Claims”).

At the time of the issuance of the mandate on Sapde 9, 2008, $6.2 million had been determinedasuents
of previously withheld royalties which had beenlaged from revenue. As the FTC has issued the FiBpdsition
Order, we recognized the previously withheld ragalbf $6.2 million as revenue when the correspundash
payments were received. In the year ended DeceBihe2008, $6.2 million of these previously withhedyalties
were received from the customers and recognizeevanue.

Technology Licenses

In the year ended December 31, 2008 and 2007 tieydlom XDR, FlexlO, DDR and serial link-compaéb
products represented the second largest categooyalties. Royalties from these products increaggatoximately
$5.4 million to $21.8 million for the year endeddaenber 31, 2008 from $16.4 million for the sameaqukin 2007.
This increase was primarily due to higher royalfresn DDR and XDR products. In the future, we expegalties
from XDR, FlexlO, DDR and serial link-compatiblegplucts will continue to vary from period to peribdsed on
our licensees’ shipment volumes, sales prices apdiugt mix.

In the years ended December 31, 2008 and 2007tiesyilom RDRAM-compatible products representesl th
third largest source of royalties. Royalties fromMARAM memory chips and controllers decreased $01Bomito
$4.6 million for the year ended December 31, 2060&f$4.9 million for the same period in 2007. Tleeiance was
primarily due to the fluctuation of royalties froRDRAM controllers.

In the year ended December 31, 2006, royalties fRRBDRAM-compatible products and XDR, FlexlO, DDR
and serial link-compatible products representedhiid and fourth largest source of royalties, exdjvely.
Royalties from RDRAM memory chips and controlleexeased approximately $1.9 million to $4.9 millfonthe
year ended December 31, 2007 from $6.8 milliortliersame period in 2006. Royalties from XDR, FlexXiDR
and serial link-compatible products increased axprately $11.0 million to $16.4 million for the yeanded
December 31, 2007 from $5.4 million for the samequein 2006.

Contract Revenue
Percentage-of-Completion Contracts

Percentage of completion contract revenue decreggamximately $2.7 million to $11.5 million fordtyear
ended December 31, 2008 from $14.2 million forytear ended December 31, 2007. The decrease i®due t
decreased revenue from leadership chip interfantrandts, partially offset by increased revenue findustry
standard chip interface contracts.

Percentage of completion contract revenue increagprtbximately $2.1 million to $14.2 million foreatyear
ended December 31, 2007 from $12.1 million forytbar ended December 31, 2006. The increase isodue t
increased revenue from leadership and industrydatainchip interface contracts.

We believe that percentage-of-completion contrae¢nue recognized will continue to fluctuate overet
based on our ongoing contractual requirementsati@unt of work performed, and by changes to wogkiired, as
well as new contracts booked in the future.

Other Contracts

Other contracts revenue decreased approximatedyriiflion to $4.1 million for the year ended Decesni31,
2008 from $11.4 million for the same period in 2@Bifarily due to decreased revenue from leadership
industry standard chip interface contracts.

Other contracts revenue decreased approximatedyrflion to $11.4 million for the year ended Dedwmn 31,
2007 from $14.3 million for the same period in 2@dBnarily due to decreased revenue from indugtmdard chip
interface contracts offset by increased revenum feadership chip interface contracts.
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We believe that other contracts revenue will cargito fluctuate over time based on our ongoingreaht
requirements, the timing of completing engineedetjverables, as well as new contracts bookedarfuture.

Engineering costs:

Years Ended December 31 2007 to 200 2006 to 200
2008 2007 2006 Change Change
(Dollars in millions)

Engineering costs

Cost of contract revent $16.1 $ 21z $22.2 (24.0% (4.6)%
Stocl-based compensatic 5.2 5.9 8.2 (12.29% (27.5%
Total cost of contract reveni 21.5 271 304 (21.5% (10.8%
Research and developmt 62.7 66.7 54.1 (5.9% 23.3%
Stocl-based compensatic 13.t 16.2 14.¢ (16.9)% 8.7%
Total research and developm 76.2 82.¢ 69.C (8.0% 20.2%
Total engineering cos $97.8  $110.C $99.4 (11.9% 10.7%

For the year ended December 31, 2008 as compatkd same period in 2007, engineering costs desteas
primarily due to tax reimbursement expenses in 2&¥0ciated with Internal Revenue Code Section 4§f9A
approximately $4.1 million and decreased salaryratated stock-based compensation expenses in@(98 the
restructuring initiative. The tax reimbursementexges were associated with our decision to reinsteusent
employees for the Internal Revenue Code Sectioh4@Malty taxes imposed on them in connection idir
exercise of repriced options in 2006. In additidepreciation and amortization expense decreas2@dda due to
lower design software maintenance amortization.

For the year ended December 31, 2007 as compatbd same period in 2006, engineering costs ineckas
primarily due to tax reimbursement expenses in 28¥0ciated with Internal Revenue Code Section 4f9A
approximately $4.1 million, increased compensatignpenses of $3.1 million associated with an in@éas
headcount, increased amortization expense of designware maintenance of $2.1 million and increaaéamatior
technology expenses of approximately $1.6 milliffiset in part by a decrease in total stock-basedpemsation
expense of $0.9 million. Additionally, stock-basmmnpensation expenses include the effect of a ehamngur
estimated forfeiture rates for awards outstanding.

In all periods, cost of contract revenue exceedrashrevenue due to the timing of expensing ofquetract
costs as well as low utilization of project res@s.c

In the near term, we expect engineering expensébaviower than in 2008 as a result of our codurtion
initiative undertaken in 2008. We intend to conérta make investments in the infrastructure andrtelogies
required to maintain our leadership position irpaniterface technologies and expenses could vary.
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Marketing, general and administrative cost

Years Ended December 31 2007 to 200 2006 to 200
2008 2007 2006 Change Change
(Dollars in millions)

Marketing, general and administrative costs

Marketing, general and administrative cc $49.¢ $58<4 §$ 48z (14.79% 21.5%
Litigation expenst 55.7 39.k 38.¢ 41.1% 1.4%
Stocl-based compensatic 18.F 22.70 17.t (18.5% 30.(%

Total marketing, general and administrative ¢~ $124.1 $120.¢ $104.¢ 2.5% 15.2%

For the year ended December 31, 2008 as compatkd same period in 2007, the increase in totaketany,
general and administrative costs was primarily ueigher litigation expense, partially offset bycteased stock-
based compensation, salary expenses due to tihectesing initiative in 2008, general legal costarketing and
advertising costs, professional fees and the latheo$2.5 million of tax reimbursement expensesamted with
Internal Revenue Code Section 409A incurred in 200 tax reimbursement expenses were associateawii
decision to reimburse current and former non-exeew@mployees for the Internal Revenue Code Sedii®A
penalty taxes imposed on them in connection wigir teixercise of repriced options in 2006. The hidiigation
expenses were primarily due to costs incurred imeotion with cases that came to trial in 2008.

For the year ended December 31, 2007 as compatkd same period in 2006, the increase in totaketany,
general and administrative costs was primarily ueigher stock-based compensation expense ofrfilflidn,
professional and consulting fees of $4.1 millioayll costs associated with $3.3 million of sevemexpense,
approximately $2.5 million of tax reimbursement empes associated with Internal Revenue Code Setlieh and
increased litigation expenses of $0.6 million (whikcludes an increase of general litigation expsrof
$10.6 million in 2007, offset by a one-time achiexamt payment of $10.0 million paid to a law firm2@06).
Additionally, stock-based compensation expensdsdiacthe effect of a change in our estimated faufeirates for
awards outstanding as well as the effect of perémiwe based restricted stock units. Costs of reseateand related
legal activities are discussed below in the sediited “Costs of Restatement of Related Legal witigs.”

In the future, marketing, general and administeatiests will vary from period to period based om th
advertising, legal, and other marketing and adrritive activities undertaken, and the change irketang and
administrative headcount in any given period. latign expenses are expected to vary from perigettind due to
the variability of litigation activities, but areqeected to remain at levels higher than 2008 ferftineseeable future.
In the near term, we expect marketing, generalagiministrative costs will decline as a result of cost reduction
initiative undertaken in 2008. However, certain @xges may increase from period to period.

Restructuring costs:

Years Ended

December 31, 2007 to 200 2006 to 200
2008 2007 2006 Change Change
(Dollars in millions)
Restructuring cosl $42 $— $— NA NA

For the year ended December 31, 2008, we initiatedrkforce reduction in certain areas of excepacity.
The cash severance, including continuance of cediaiployee benefits, totaled approximately $3.6ioniland non-
cash employee severance was approximately $0.Bmdf stock-based compensation expense. We adse ke
facility in Mountain View, California, through Noweber 11, 2009, which we vacated during the fouttarter of
2008 as a result of the restructuring measures. fakility is being subleased at a rate equal tarent associated
with the facility and, as a result no restructuraigirge was recorded. The total restructuring ehéogthe year
ended December 31, 2008 was approximately $4.2omilWe paid approximately $3.5 million of severarand
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benefits during the year. The remaining $0.1 milla§ severance and benefits will be paid duringfitst quarter of
2009. We expect cash savings of approximately $illlbn annually as a result of our restructurimgasures.

Impairment of intangible asset:
Years Ended

December 31, 2007 to 200 2006 to 200
2008 2007 2006 Change Change
(Dollars in millions)
Impairment of intangible ass $22 $— $— NA NA

During the year ended December 31, 2008, we detehthat approximately $2.2 million of our intanigib
assets had no alternative future use and were iggpas a result of a customer’s change in techyaleguirements.
The intangible asset relates to a contractualioslsthip acquired in the Velio acquisition duringdesmber 2003.

Costs of restatement and related legal activities:
Years Ended

December 31, 2007 to 200 2006 to 200
2008 2007 2006 Change Change
(Dollars in millions)
Costs of restatement and related legal activ $3.2  $19.5 $31./ (83.2)% (38.)%

Costs of restatement and related legal activitiesist primarily of investigation, audit, legal aother
professional fees related to the 2006-26tck option investigation and the filing of thetaged financial stateme
and related litigation.

For the year ended December 31, 2008 as compathd same period in 2007, the decrease in costs of
restatement and related legal activities was pilynassociated with the decrease in accountingcamsulting
charges related to the filing of our restated fmahstatements in 2007 and a decrease in legansgs in
connection with related lawsuits. Additionally, thg the fourth quarter of 2008, we received apprately
163,000 shares of Rambus stock with a value ofcapiately $0.8 million from a former executive astpof the
former executive’s settlement agreement with Ranibeennection with the derivative and class actamsuits.
The $0.8 million was recorded as a recovery ofsoftestatement and related legal activities.

For the year ended December 31, 2007 as compathd same period in 2006, the decrease in costs of
restatement and related legal activities was pilynassociated with the one-time accrual of $18illion in the
third quarter of 2006 related to the settlemerthefconsolidated class action lawsuit pertainindhéaccounting fc
stock option grants and related disclosures, ofifspairt by higher accounting and audit fees antsuliing expenst
of $6.0 million in 2007 relating to the filing olio restated financial statements in late 2007.

On January 5, 2009, we, our former executivesectirand former members of the Board of Directors am
insurance company entered into a settlement agrgee a result of the agreement, we received §6llin
related to reimbursement claims associated witlsthek option investigation discussed in Note 15tigation and
Asserted Claims,” of the Notes to Consolidated R Statements. We will recognize the proceeds resovery
of restatement and related legal activities casthé consolidated statement of operations initeeduarter of 200!

On February 19, 2009, the appeal period expireld reispect to the security lawsuits (Class Actiomifizeive
lawsuit) and as a result, the contingencies relatedsettiement have been removed. Therefore, ilveeaognize
$5.0 million during the first quarter of 2009 aseaovery of restatement and related legal act&itiethe
consolidated statement of operations. In additilue, to the resolution of the security lawsuits, foumer executive
are now required to reimburse us approximately $iilbon. We will recognize the $4.5 million durir@p09 as a
recovery of restatement and related legal actwitighe consolidated statement of operations.

Interest and other income, net:

Years Ended December 31 2007 to 200 2006 to 200
2008 2007 2006 Change Change
(Dollars in millions)
Interest and other income, r $17.C $21.6 $14.C 21.)% 51.8%
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Interest and other income, net consists primafiiyi@rest income generated from investments it lojgality
fixed income securities as well as changes in exgbaates. For the year ended December 31, 2088gsared to
the same period in 2007, the decrease in intenesbéner income, net was primarily due to lowerrage
investment balances and lower yields on investéahloas, offset by a gain of $4.4 million relatedte repurchase
of $23.1 million in face value of convertible nofes $18.7 million during the fourth quarter of 20

For the year ended December 31, 2007 as compatkd same period in 2006, the increase in intemedtothe
income, net was primarily due to higher averagestment balances and higher yields on investechbadaduring
2007. In addition, the year ended 2006 includedrtimadion of note issuance costs of $3.2 millioxgluding
$2.4 million that was accelerated into the founttaiger of 2006, in connection with the calling loé $160.0 million
in convertible notes.

In the future, we expect that interest and otheoiine, net, will vary from period to period basectlo& amount
of cash and marketable securities, interest ratd$aeign currency exchange rates.

Provision for (benefit from) income taxes:

Years Ended December 31 2007 to 200 2006 to 200
2008 2007 2006 Change Change
(Dollars in millions)
Provision for (benefit from) income tax $124.: $(20.7)  $(11.9 NM* (74.0%
Effective tax rate (173.9%  42.8%  46.T%

* NM — percentage is not meaningful as the change isatge

Our effective tax rate for the year ended DecerBfie2008 was lower than the U.S. statutory tax agfied tc
our net loss primarily due to the establishmerd &fll valuation allowance on our U.S. net deferi@dassets. Our
effective tax rate for the year ended DecembeB8Qy was higher than the U.S. statutory tax rapdieghto our net
loss primarily due to research and developmenttedits, stock-based compensation expense assbuidte
executives and state income taxes. Our 2006 efeetdaik rate was higher than the U.S. statutorydée primarily
due to research and development tax credits, panifiset by the lack of deductibility of certagiock-based
compensation expense associated with executives.

During the quarter ended June 30, 2008, we recaxdeah-cash income tax provision of $130.5 million
establish a valuation allowance. Management paradigi evaluates the realizability of our net de¢ertax assets
based on all available evidence, both positiversaghtive. The realization of net deferred tax asisesolely
dependent on our ability to generate sufficientifattaxable income during periods prior to the etjwn of tax
statutes to fully utilize these assets. Based loavallable evidence, we determined it was not nliedy than not
that the deferred tax assets would be realized.

Liquidity and Capital Resources

December 31 December 31
2008 2007
(In millions)
Cash and cash equivalel $ 116.2 $ 119.
Marketable securitie 229.¢ 321.t
Total cash, cash equivalents, and marketable sies $ 345.t % 440.¢

Years Ended December 31,

2008 2007 2006
(In millions)
Net cash provided by (used in) operating activi $(38.E) $52 $57.2
Net cash provided by (used in) investing activi $82.7 $33.2 $(62.0
Net cash provided by (used in) financing activi $(475) $ 7€ $35.¢
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Liquidity
Although we used cash for operating activitieshia year ended December 31, 2008, we continue ieveaha
total cash, cash equivalents and marketable semwiill continue at adequate levels to finance apgrations,
projected capital expenditures and commitmentshiemext twelve months. Cash needs for the yeagdend

December 31, 2008 were funded primarily from inwvggsactivities, as investments in marketable séiesrimatured
and were not reinvested.

Operating Activities

Cash used in operating activities of $38.5 millionthe year ended December 31, 2008 was primarily
attributable to the net loss for the period adjdi$te non-cash items, including the tax provisietated to the
deferred tax asset valuation allowance, stock-baesethensation expense, depreciation and amortizakipense,
impairment of an asset, offset by gain on repurelwionvertible notes and recovery of restaterapdtrelated
legal activities. The change in operating asseddiabilities for the year ended December 31, 26@8 primarily
due to a decrease in accrued litigation expensesadpayments related to the class action lawsttiesnent.

Cash provided by operating activities of $5.3 millin the year ended December 31, 2007 was priynaril
attributable to the net loss for the period adjdiste non-cash items including stock-based compensaxpense,
depreciation and amortization expense, partiallyatfby a deferred tax benefit. Changes in opagatgsets and
liabilities for the year ended December 31, 20@Tuded increases in prepaid and other assets piyndae to
prepaid software maintenance agreements and defiaxxeassets resulting from our operating lossredeses in
deferred revenue and accrued salaries and bearfitsther accrued liabilities, offset by a net @ase in accounts
payable primarily due to restatement and relatgdllexpenses and capitalized software license erzanice
agreements.

Cash provided by operating activities of $57.2 imillin the year ended December 31, 2006 was priynari
attributable to the net loss for the period adjdi$te non-cash items including stock-based comp@rsaxpense,
depreciation and amortization expense, partiallyatfby a deferred tax benefit. Changes in opagatgsets and
liabilities for the year ended December 31, 2006 pramarily due to an increase in accrued litigaxpenses.

Investing Activities

Cash provided by investing activities of approxiehat$82.7 million in the year ended December 3D&0
primarily consisted of proceeds from the maturitias sale of available-for-sale marketable seesribif
$455.8 million, partially offset by purchases ofidable-for-sale marketable securities of $363.Dioni.
Additionally, we paid $9.9 million to acquire prapeand equipment, primarily computer equipment aochputer
software licenses.

Cash provided by investing activities of approxieta$33.2 million in the year ended December 30720
primarily consisted of proceeds from the maturitias sale of available-for-sale marketable seesribif
$707.1 million, partially offset by purchases oh#able-for-sale marketable securities of $664.Hioni.
Additionally, we purchased $5.7 million of primagritomputer software and $2.6 million of leasehafgiovement:

Cash used in investing activities was $62.0 milliothe year ended December 31, 2006 primarily isted of
purchases of available-for-sale marketable seesrdf $215.2 million, offset by proceeds from thatumities of
available-for-sale marketable securities of $166ilHlon. Additionally, we paid $8.6 million to acéne property and
equipment, primarily computer equipment and compsiéware licenses and $3.1 million to acquiresédeld
improvements.

Financing Activities

Cash used in financing activities was $47.5 milliorthe year ended December 31, 2008. We receinazbpd:s
from issuance of stock from employee stock plangwtotaled approximately $21.7 million. In additiove
repurchased stock with an aggregate price of $#dlldn under our share repurchase program — reféShare
Repurchase Program” below. Additionally, we repasdd approximately $23.1 million in face value of pero
coupon convertible senior notes for $18.7 million.
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Cash provided by financing activities was $7.6 imillin the year ended December 31, 2007. We redeive
proceeds from the issuance of stock from the esermf stock options and purchases under our emplstpek
purchase plan of $11.8 million during the fourttagar of the year and paid $4.3 million under itistant payment
plans used to acquire software license agreemidotsther significant financing activities occurreédring the year
primarily due to the stock option investigation ardtatement, during which we suspended our constomk
repurchase program and suspended employee staok epercises and purchases under our employele stoc
purchase plan.

Cash provided by financing activities was $35.8iomilin the year ended December 31, 2006. We recenet
proceeds of $57.6 million from the issuance of camrstock associated with exercises of employe&siptions
and common stock issued under our employee stackase plan, partially offset by repurchases ofocmunmon
stock of $21.0 million. In addition, we made a $t#lion installment payment.

We currently anticipate that existing cash, cadhivedent and marketable securities balances artuftass
from operations will be adequate to meet our casus for at least the next 12 months and to saiisfgash
requirement to pay for our zero coupon convertigigior notes due in 2010. We do not anticipateligmydity
constraints as a result of either the current tesdrironment or investment fair value fluctuatioAslditionally, we
have the intent and ability to hold our debt inmemtts that have unrealized losses in accumulatest ot
comprehensive income for a sufficient period ofeita allow for recovery of the principal amountgdgated. We
continually monitor the credit risk in our portfoland mitigate our credit risk exposures in accocdavith our
policies. We may also incur additional expendituedated to future potential restructuring actisti As described
elsewhere in this “Management’s Discussion and ygislof Financial Condition and Results of Operraicand
this Annual Report on Form 10-K, we are involveaimgoing litigation related to the protection of autellectual
property and our past stock option investigationy Adverse settlements or judgments in any ofiitigation could
have a material adverse impact on our results efadjpns, cash balances and cash flows in thegariohich such
events occur.

Contractual Obligations

We lease our present office facilities in Los Alt@alifornia, under an operating lease agreemeatigh
December 31, 2010. As part of this lease trangactve provided a letter of credit restricting appneately
$0.6 million of our cash as collateral for certalsligations under the lease. The cash is restrizse withdrawal
and is managed by a third party subject to celiaitations under our investment policy. We alsade a facility in
Mountain View, California, through November 11, 20@hich we vacated during the fourth quarter dd&and ar
subleasing at a rate equal to our rent associatbdive facility. We lease a facility in Chapel KHiNorth Carolina
through November 15, 2009, a facility for our desognter in Bangalore, India through November 4.228nd a
facility in Tokyo, Japan through July 31, 2010aklidition, we also lease office facilities in vaisdaternational
locations under non-cancelable leases that ranggrims from month-to-month to one year.

As discussed more fully in Note 14, “Convertibletdkd of the Notes to Consolidated Financial States)eve
have $137.0 million zero coupon convertible senites (the “convertible notes”) outstanding at Deler 31,
2008. During 2008, we repurchased approximately2@8llion in face value of our zero coupon conil®et senior
notes for $18.7 million which resulted in a gairdf4 million included in interest and other incomet, in the
consolidated statement of operations.

As of December 31, 2008, our material contractbéibations are:

Payment Due by Year
Total 2009 2010 2011 2012 Thereafter
(In thousands)

Contractual obligations(1)

Operating lease $ 15,54: $8,00¢ $ 6,45 $63C $45: $ —
Convertible note 136,95( — 136,95( — — —
Purchased software license agreemen 507 507 — — — —

Total $153,00: $8,51f $143,40: $63C $45% $ =
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(1) The above table does not reflect possible paymermsnnection with uncertain tax benefits assodiatéh
FASB Interpretation No. (“FIN") 48 of approximateB®.6 million, including $7.7 million recorded as a
reduction of long-term deferred tax assets and filllon in long-term income taxes payable, as of
December 31, 2008. As noted below in Note 10, “medlaxes,” of the Notes to Consolidated Financial
Statements, although it is possible that someefitirecognized tax benefits could be settled witénnext
12 months, we cannot reasonably estimate the o@erthis time

(2) We have commitments with various software vendorsibn-cancellable license agreements that gepédralle
terms longer than one year. The above table surmesatinose contractual obligations as of Decembg2(®183,
which are also included on our consolidated balaheets under current and other -term liabilities.

Common Stock Equivalents, and Options
Share Repurchase Program

In October 2001, the Board approved a share repgechrogram of our Common Stock, principally taucss
the dilutive effect of employee stock options. Tade] the Board has approved the authorizationporahase up to
19.0 million shares of our outstanding Common Stoadr an undefined period of time. For the yeareend
December 31, 2008, we repurchased approximatelynBlién shares with an aggregate price of $49.Rioni. As of
December 31, 2008, we had repurchased a cumutatisdeof approximately 16.8 million shares of ouwsrimon
Stock with an aggregate price of approximately $238illion since the commencement of this progras of
December 31, 2008, there remained an outstandihg@zation to repurchase approximately 2.2 millgirares of
our outstanding Common Stock.

We record stock repurchases as a reduction tolsbiidrs’ equity. As prescribed by APB Opinion No. 6
“Status of Accounting Research Bulletins,” we retarportion of the purchase price of the repurathabares as an
increase to accumulated deficit when the cost@ftiares repurchased exceeds the average origicakpls per
share received from the issuance of Common StocknB the year ended December 31, 2008, the cuivellptice
of the shares repurchased exceeded the proce&igafrom the issuance of the same number of sh@ihe
excess of $44.2 million was recorded as an incremaecumulated deficit for the year ended DecerBtie2008.
During the year ended December 31, 2007, we didemtrchase any Common Stock.

Shareholder Litigation Related to Historical StockOption Practices
Derivative Lawsuits

On May 30, 2006, the Audit Committee commencecdchéermnal investigation of the timing of past stogkion
grants and related accounting issues.

On May 31, 2006, the first of three shareholdeivég¢ive actions was filed in the Northern DistraftCalifornia
against Rambus (as a nominal defendant) and cetiaiant and former executives and board membéessd
actions were consolidated for all purposes undec#ption)n re Rambus Inc. Derivative LitigatioMaster File
No. C-06-3513-JF (N.D. Cal.), and Howard Chu and GaeRunggieri were appointed lead plaintiffs. The
consolidated complaint, as amended, alleges viwlatof certain federal and state securities lawsedlsas other
state law causes of action. The complaint seekiement and damages in an unspecified amourgeaified
equitable relief, and attorneys’ fees and costs.

On August 22, 2006, another shareholder derivaoimn was filed in Delaware Chancery Court against
Rambus (as a nominal defendant) and certain cusrahformer executives and board membdsl(v. Tate et al,
2366-N (Del. Chancery)). On May 16, 2008, this oaas dismissed pursuant to a notice filed by taenfff.

On October 18, 2006, the Board of Directors forra€pecial Litigation Committee (the “SLC”) to evala
potential claims or other actions arising from sheck option granting activities. The Board of Bi@s appointed
Thomas Bentley, Chairman of the Audit Committeel Abraham Sofaer, a retired federal judge and Giemirof
the Legal Affairs Committee, both of whom joine@ tRambus Board of Directors in 2005, to comprigeShC.
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The SLC has concluded its review of claims relatmgtock option practices that are asserted iivalire
actions against a number of our present and fodffieers and directors. The SLC determined thatlkalims should
be terminated and dismissed against the namedatgieninin re Rambus Inc. Derivative Litigatiomith the
exception of claims against Ed Larsen, who sergediee President, Human Resources from Septem{S# astil
December 1999, and then Senior Vice President, Adtmation until July 2004. The SLC has entered int
settlement agreements with certain of our formécefs. These settlements are conditioned uponigraissal of
the claims asserted against these individualis e Rambus Inc. Derivative LitigatiariThe aggregate value of the
settlements to us is approximately $5.3 millio&sh as well as the relinquishment of claims ta @V million
stock options. During the fourth quarter of 2008, neceived approximately 163,000 shares of Ramoak s
(considered irrevocable) with a value of approxieha$0.8 million from a former executive as parthé former
executive’s settlement agreement with Rambus imeation with the derivative and class action lawgsuiihe SLC
stated its intention to assert control over thigdiion. The conclusions and recommendations oSl@ are subject
to review by the court. On October 5, 2007, Ranflhed a motion to terminate in accordance with 8iC’s
recommendations. Pursuant to the parties’ agreenaitmotion was taken off calendar.

On August 30, 2007, another shareholder derivatetmn was filed in the Southern District of NewrkKo
against Rambus (as a nominal defendant) and PriegveauseCoopers LLPHrancl v. PricewaterhouseCoopers
LLP et al., No. 07-Civ.7650 (GBD)). On November 21, 2007, the New Yorkrtguanted PricewaterhouseCoof
LLP’s motion to transfer the action to the Northé&istrict of California.

The parties have settléd re Rambus Inc. Derivative LitigatiandFrancl v. PricewaterhouseCoopers LLP et
al., No. 07-Civ. 7650 (GBD). The settlement providesd payment by Rambus of $2.0 million and disnhigs#n
prejudice of all claims against all defendantshwiite exception of claims against Ed Larsen, iseractions. The
$2.0 million was accrued for during the quarterezhdune 30, 2008 within accrued litigation expersespaid in
January 2009. A final approval hearing was heldamuary 16, 2009, and an order of final approval &rgered on
January 20, 2009.

Class Action Lawsuits

On July 17, 2006, the first of six class actiondaits was filed in the Northern District of Califéa against
Rambus and certain current and former executivddaard members. These lawsuits were consolidatddrithe
caption,In re Rambus Inc. Securities LitigatioD;06-4346-JF (N.D. Cal.). The settlement of thigcacwas
preliminarily approved by the court on March 5, 20Bursuant to the settlement agreement, Rambds pai
$18.3 million into a settlement fund on March 1@08. Some alleged class members requested exclusiarthe
settlement. A final fairness hearing was held ory 4, 2008. That same day the court entered an grdating
final approval of the settlement agreement andredtpirdgment dismissing with prejudice all claingsimst all
defendants in the consolidated class action litigat

Private Lawsuits

On March 1, 2007, a pro se lawsuit was filed inNtogthern District of California by two alleged Rbos
shareholders against Rambus, certain current anmtefeexecutives and board members, and
PricewaterhouseCoopers LLKélley et al. v. Rambus, Inc. et @-07-01238-JF (N.D. Cal.)). This action was
consolidated with a substantially identical prdasesuit filed by another purported Rambus sharedraddjainst the
same parties. The consolidated complaint againstiRa alleges violations of federal and state sgesriaws, and
state law claims for fraud and breach of fiducidmgy. Following several rounds of motions to dissnisn April 17,
2008, the court dismissed all claims with prejudigeept for plaintiffs’ claims under sections 14gay 18(a) of the
Securities and Exchange Act of 1934 as to whichdda amend was granted. On June 2, 2008, plaritiéd an
amended complaint containing substantially the salhegations as the prior complaint although limite claims
under sections 14(a) and 18(a) of the Securitidstachange Act of 1934. Rambus’ motion to dismiesamended
complaint was heard on September 12, 2008. On Daeef) 2008, the court granted Rambus’ motion antelred
judgment in favor of Rambus. Plaintiffs filed a icetof appeal on December 15, 20
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On September 11, 2008, the same pro se plaintéfs & separate lawsuit in Santa Clara County Sop€ourt
against Rambus, certain current and former exessitnd board members, and PricewaterhouseCoopBrs LL
( Kelley et al. v. Rambus, Inc. et aCase No. 1-08-CV-122444). The complaint allegekations of certain
California state securities statues as well adfend negligent misrepresentation based on sukzbatibhe same
underlying factual allegations contained in the gedawsuit filed in federal court. On November 2@08, Rambus
filed a motion to dismiss or, in the alternativigysthis case in light of the first-filed federaitian. On January 12,
2009, Rambus filed a demurrer to plaintiffs’ comiplaon the ground that it was barred by the doetohclaim
preclusion. A hearing on Rambus’ motions is schedifibr February 27, 2009.

On August 25, 2008, an amended complaint was filedertain individuals and entities in Santa Claoanty
Superior Court against Rambus, certain currenfamder executives and board members, and
PricewaterhouseCoopers LLBfeele et al. v. Rambus Inc. et,alase No. 1-08-CV-113682). The amended
complaint alleges violations of certain Califorsiate securities statues as well as fraud andgesli
misrepresentation. On October 10, 2008, Rambus dildemurrer to the amended complaint. A hearingivedd on
January 9, 2009. On January 12, 2009, the courdisesl Rambus’ demurrer without prejudice. Plaistiiled a
second amended complaint on February 13, 2009aicimg the same causes of action as the previauglaint.
Rambus’ response is not yet due.

Critical Accounting Policies and Estimates

The discussion and analysis of our financial caoditind results of operations are based upon awsdiclated
financial statements, which have been prepareddardance with accounting principles generally pteg in the
United States. The preparation of these finant&#éments requires us to make estimates and judgritext affect
the reported amounts of assets, liabilities, reeeamd expenses, and related disclosure of contisgsets and
liabilities. On an ongoing basis, we evaluate atineates, including those related to revenue reitiogn
investments, income taxes, litigation and othettiogencies. We base our estimates on historicamempce and on
various other assumptions that are believed teasanable under the circumstances, the resultiiohviorm the
basis for making judgments about the carrying v@hfeassets and liabilities that are not readilyaapnt from other
sources. Actual results may differ from these east® under different assumptions or conditions.

We believe the following critical accounting poésiaffect our more significant judgments and egdésiased
in the preparation of our consolidated financiatetents.

Revenue Recognition
Overview

We recognize revenue when persuasive evidence afrangement exists, we have delivered the praatuct
performed the service, the fee is fixed or deteabia and collection is reasonably assured. If driiese criteria
are not met, we defer recognizing the revenue sath time as all criteria are met. Determinatibwloether or not
these criteria have been met may require us to fjuakgnents, assumptions and estimates based up@ntu
information and historical experience.

Our revenue consists of royalty revenue and conteaenue generated from agreements with semiceaduc
companies, system companies and certain resetlerggments. Royalty revenue consists of patemdieand
technology license royalties. Contract revenue isbi$ fixed license fees, fixed engineering ferd aervice fees
associated with integration of our technology soha into our customers’ products. Contract revemag also
include support or maintenance. Reseller arrangengamerally provide for the pass-through of a @etage of the
fees paid to the reseller by the reseller’s custdoreuse of our patent and technology licenses.dé/aot recognize
revenue for these arrangements until we have redeiwotice of revenue earned by and paid to théleese
accompanied by the pass-through payment from sedlee. We do not pay commissions to the resetlettfese
arrangements.

Many of our licensees have the right to canceftlim@nses. In such arrangements, revenue is eclygnized
to the extent that is consistent with the candelgprovisions. Cancellation provisions within suntracts
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generally provide for a prospective cancellatiothwio refund of fees already remitted by custorf@rgroducts
provided and payment for services rendered prithe¢adate of cancellation. Unbilled receivablegespnt
enforceable claims and are deemed collectible mmeoction with our revenue recognition policy.

Royalty Revenue

We recognize royalty revenue upon natification Iy kicensees and when deemed collectible. The tefrtise
royalty agreements generally either require liceage give us notification and to pay the royaltiéhin 60 days o
the end of the quarter during which the sales oocare based on a fixed royalty that is due wigbrdays of the
end of the quarter. We have two types of royalyereie: (1) patent license royalties and (2) teabglicense
royalties.

Patent licenses.We license our broad portfolio of patented ini@m to semiconductor and systems
companies who use these inventions in the developarel manufacture of their own products. Suchbagg
agreements may cover the license of part, or atiuopatent portfolio. We generally recognize mewe from these
arrangements as amounts become due. The contréantual of the agreements generally provide for paysiover
an extended period of time.

Technology licensesWe develop proprietary and industry-standard aftigxface products, such as RDRAM
and XDR that we provide to our customers underrteldyy license agreements. These arrangementsianclu
royalties, which can be based on either a percerdfigales or number of units sold. We recognizemae from
these arrangements upon notification from the Beerof the royalties earned and when collectabditleemed
reasonably assured.

Contract Revenue

We generally recognize revenue using percentagerapletion for development contracts related terges of
our interface solutions, such as XDR and FlexIQ imeolve significant engineering and integrati@msces. For all
license and service agreements accounted for tisngercentage-of-completion method, we determingrpss to
completion using input measures based upon cordosts incurred. Prior to the first quarter of 2008 determine
progress to completion using labor-hours incurfidgee change to input measures better reflects theath\gross
margin over the life of the contract. This changkrbt have a significant impact on our result®pérations. We
have evaluated use of output measures versusnmpagures and have determined that our output isufficiently
uniform with respect to cost, time and effort pait wf output to use output measures as a measy®gress to
completion. Part of these contract fees may beugoa the achievement of certain milestones, sugassion of
certain deliverables by us or production of chipsghe licensee. The remaining fees may be due enptermined
dates and include significant up-front fees.

A provision for estimated losses on fixed pricetcacts is made, if necessary, in the period in Wil loss
becomes probable and can be reasonably estimbtee .determine that it is necessary to revise #tenates of the
total costs required to complete a contract, tked amount of revenue recognized over the lifehefd¢ontract would
not be affected. However, to the extent the newragsions regarding the total efforts necessartoplete a
project were less than the original assumptioresctintract fees would be recognized sooner thainaitly
expected. Conversely, if the newly estimated teffarts necessary to complete a project were lotigar the
original assumptions, the contract fees will beoggézed over a longer period.

If application of the percentage-of-completion neetlesults in recognizable revenue prior to aniiting
event under a customer contract, we will recogttieerevenue and record an unbilled receivable. Artsinvoiced
to our customers in excess of recognizable revaneieecorded as deferred revenue. The timing ardiais
invoiced to customers can vary significantly depegan specific contract terms and can thereforetza
significant impact on deferred revenue or unbilleceivables in any given period.

We also recognize revenue in accordance with SGB, $OP 98-4 and SOP 98-9 for development contracts
related to licenses of our chip interface prodtités involve non-essential engineering servicespasd contract
support (“PCS”). These SOPs apply to all entitiedt £arn revenue on products containing softwanerevsoftware
is not incidental to the product as a whole. Catfees for the products and services provided uitheese
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arrangements are comprised of license fees andesrgig service fees which are not essential tduhetionality
of the product. Our rates for PCS and for engimeeservices are specific to each development octrdrad not
standardized in terms of rates or length. Becatifgese characteristics, we do not have a suffiggepulation of
contracts from which to derive vendor specific ckijee evidence for each of the elements.

Therefore, as required by SOP 97-2, after we dethee product, if the only undelivered element @3 we
will recognize all revenue ratably over either toatractual PCS period or the period during whi€lSRs expected
to be provided. We review assumptions regardind®@8& periods on a regular basis. If we determiaeitis
necessary to revise the estimates of the suppoddse the total amount of revenue to be recognmexd the life of
the contract would not be affected.

Litigation

We are involved in certain legal proceedings, asufised in Note 15, “Litigation and Asserted Cldiofs
Notes to Consolidated Financial Statements ofForm 10-K. Based upon consultation with outsidensal
handling our defense in these matters and an asalf/potential results, we accrue for losses eeldb litigation if
we determine that a loss is probable and can ls@nebly estimated. If a specific loss amount cabeatstimated,
we review the range of possible outcomes and at¢brubow end of the range of estimates. Any suchuat would
be charged to expense in the appropriate periodiédtgnize litigation expenses in the period inalitthe litigatiot
services were provided.

Income Taxes

As part of preparing our consolidated financiatestzents, we are required to calculate the incomexpense
or benefit which relates to the pretax income sslfor the period. In addition, we are requiredgeess the
realization of the tax asset or liability to belirded on the consolidated balance sheet as okffwting dates.

This process requires us to calculate various iesiading permanent and temporary differences betwthe
financial accounting and tax treatment of certatbime and expense items, differences between fettetastate ta
treatment of these items, the amount of taxablenmereported to various states, foreign taxes axdredits. The
differing treatment of certain items for tax and@anting purposes results in deferred tax asset$iailities,
which are included on our consolidated balancetshee

As of December 31, 2008, our consolidated balaheetdncluded net deferred tax assets, before tiatua
allowance, of approximately $156.0 million, whiobnsists of net operating loss carryovers, tax tieadiyovers,
depreciation and amortization, employee stock-basetpensation expenses and certain liabilities th@quarter
ended June 30, 2008, we recorded a non-cash inonpeovision of $130.5 million to establish a \ation
allowance. Management periodically evaluates thézability of our net deferred tax assets basedlbavailable
evidence, both positive and negative. The reabinadif net deferred tax assets is solely dependentioability to
generate sufficient future taxable income duringqas prior to the expiration of tax statutes tbyfutilize these
assets. Our forecasted future operating resulthighdy influenced by, among other factors, assuomgtregarding
(1) our ability to achieve our forecasted rever{@gpur ability to effectively manage our expenselne with our
forecasted revenue and (3) general trends in timéceaductor industry.

During the quarter ended June 30, 2008, we weiglé#d positive and negative evidence and determiimaid
there is a need for the valuation allowance dubecexistence of three years of historical cumudakdsses and a
revised forecast that projected future losses foperations in the U.S., which we considered sigaift verifiable
negative evidence. Though considered positive eaeleprojected income from favorable patent anated|
settlement litigation were not included in the deti@ation for the valuation allowance due to owatiility to reliably
estimate the timing and amounts of such settlem&wsintend to maintain the valuation allowanceluuifficient
positive evidence exists to support reversal ofvileation allowance.

Pursuant to Footnote 82 of SFAS No. 123(R), tasaities related to stock option windfall deductishsuld
not be recorded until they result in a reductiocash taxes payable. Starting in 2006, we no lomgéude net
operating losses attributable to stock option watidfeductions as components of our gross defeaedssets. The
benefit of these net operating losses will be réedrto equity when they reduce cash taxes payable.
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The calculation of our tax liabilities involves dieg with uncertainties in the application of corapltax law
and regulations in a multitude of jurisdictionstbugh FASB Interpretation No. 48, which we adopiad
January 1, 2007, provides further clarificationtie@ accounting for uncertainty in income taxes,rtée threshold
and measurement attributes prescribed by the pramemoent will continue to require significant judgrhéy
management. If the ultimate resolution of tax utaiaties is different from what is currently esti®a@, a material
impact on income tax expense could result.

Stock-Based Compensation

For the years ended December 31, 2008, 2007 arf)] 2@0maintained stock plans covering a broad rafige
potential equity grants including stock optionspwested equity stock and equity stock units anébpmance based
instruments. In addition, we sponsor an EmployeelSPurchase Plan (“ESPP”), whereby eligible emgésyare
entitled to purchase Common Stock semi-annuallynbgns of limited payroll deductions, at a 15% alistt from
the fair market value of the Common Stock as ot#jpedates.

Effective January 1, 2006, we adopted StatemeRtr@ncial Accounting Standards (“SFAS”) No. 123(R),
“Share-Based Payment”, which is a revision of SIS 123 “Accounting for Stock-Based Compensation”.
SFAS No. 123(R) requires the measurement and régamyof compensation expense in our statemenpefations
for all share-based payment awards made to ouragmegs, directors and consultants including empleyeek
options, nonvested equity stock and equity stodtspand employee stock purchase grants. Stockdbase
compensation expense is measured at grant dag] baghe estimated fair value of the award, redigean
estimate of the annualized rate of expected fanfest, and is recognized as expense over the engdogepected
requisite service period, generally using the gtraline method. In addition, SFAS No. 123(R) regsithe benefits
of tax deductions in excess of recognized comp@rsakpense to be reported as a financing cash flatlver than
as an operating cash flow as prescribed underqurs\accounting rules. We selected the modifiedgactive
method of adoption, which recognizes compensatipemse for the fair value of all share-based paysgranted
after January 1, 2006 and for the fair value obalards granted to employees prior to January @6 #fat remain
unvested on the date of adoption. This method didequire a restatement of prior periods. Howeaaards
granted and still unvested on the date of adogierattributed to expense under SFAS No. 123(Rding the
application of a forfeiture rate on a prospectiasib. Our forfeiture rate represents the historiat at which our
stock-based awards were surrendered prior to ¥ps3IRAS No. 123(R) requires forfeitures to be eated at the
time of grant and revised on a cumulative basisedessary, in subsequent periods if actual forest differ from
those estimates. Prior to fiscal year 2006, we @uisnl for forfeitures as they occurred, for theppges of pro form
information under SFAS No. 123. See Note 7, “Eqglityentive Plans and Stock-Based Compensatioriodés to
Consolidated Financial Statements for more inforomategarding the valuation of stock-based comptgrrsa

Recent Accounting Pronouncements

See Note 2, “Summary of Significant Accounting Bies” of Notes to Consolidated Financial Stateménts:
full description of recent accounting pronounceraéntluding the respective expected dates of adiopti

ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

We are exposed to financial market risks, primaaiiging from the effect of interest rate fluctoat on our
investment portfolio. Interest rate fluctuation najse from changes in the market’s view of theliguaf the
security issuer, the overall economic outlook, Hredtime to maturity of our portfolio. We mitigatt@s risk by
investing only in high quality, highly liquid instments. Securities with original maturities of gmear or less must
be rated by two of the three industry standarahgatigencies as follows: Al by Standard & Poor’'shi?Moody’s
and/or F1 by Fitch. Securities with original maturitiesgreater than one year must be rated by two ofdheving
industry standard rating agencies as follows: AAStandard & Poor’s, Aa3 by Moody’s and/or AA- biych. By
corporate policy, we limit the amount of our creshposure to $10.0 million for any one issuer. Paiicy requires
that at least 10% of the portfolio be in securitigth a maturity of 90 days or less. In additiore may make
investments in securities with maturities up tan@nths. However, the bias of our investment pakcpward
shorter maturities.
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We invest our cash equivalents and marketable #iesun a variety of U.S. dollar financial instremts such ¢
Treasuries, Government Agencies, Commercial PapkCarporate Notes. Our policy specifically protshirading
securities for the sole purposes of realizing tiggirofits. However, we may liquidate a portioroaf portfolio if
we experience unforeseen liquidity requirementsuch a case if the environment has been oneiof listerest
rates we may experience a realized loss, simildrtie environment has been one of declining egéerates we me
experience a realized gain. As of December 31, 28@&ad an investment portfolio of fixed incomerkedable
securities of $340.3 million including cash equéargk. If market interest rates were to increaseédiately and
uniformly by 10% from the levels as of December 108, the fair value of the portfolio would deelihy
approximately $0.8 million. Actual results may diffmaterially from this sensitivity analysis.

The table below summarizes the book value, fame/alinrealized gains and related weighted averageest
rates for our marketable securities portfolio aBetember 31, 2008 and 2007:

December 31, 2008

Weighted
Unrealized Rate of
Fair Value Book Value Gain, net Return

Available-for-sale securities (dollars in thousands

Money Market Fund $110,73: $110,73. $ — 0.9(%
Municipal Bonds and Note 1,00(C 1,00(C — 3.85%
U.S. Government Bonds and No 149,30«  148,17¢ 1,12¢ 2.7%
Corporate Notes, Bonds, and Commercial P 79,30¢ 79,27¢ 33 3.0€%
Total cash equivalents and marketable secu 340,34  339,18! 1,15¢
Cash 5,50¢ 5,50¢ —
Total cash, cash equivalents and marketable sies $345,850 $344,69: $ 1,15¢

December 31, 200

Weighted
Unrealized Rate of
Fair Value Book Value Gain, net Return

Available-for-sale securities (dollars in thousands

Money Market Fund $104,83¢t $104,83t $ — 4.82%
Municipal Bonds and Note 3,00¢ 3,00(¢ 8 4.81%
U.S. Government Bonds and No 108,66(  108,56¢ 92 4.3%%
Corporate Notes, Bonds, and Commercial P 219,73  219,66¢ 66 4.9(%
Total cash equivalents and marketable secu 436,23t 436,07: 16€
Cash 4,644 4,644 —
Total cash, cash equivalents and marketable siex $440,88. $440,71¢t $ 16¢€

We bill our customers in U.S. dollars. Although fhectuation of currency exchange rates may impaict
customers, and thus indirectly impact us, we doatteimpt to hedge this indirect and speculatiie @ur overseas
operations consist primarily of small business tlgaent offices in any one country and one desanter in India
We monitor our foreign currency exposure; howeasrof December 31, 2008, we believe our foreignecioy
exposure is not material enough to warrant foreigmency hedging.

Item 8. Financial Statements and Supplementary D¢

See Item 15 “Exhibits and Financial Statement Salesd of this Form 10-K for required financial satents
and supplementary data.

Item 9. Changes in and Disagreements with Accountants orcégnting and Financial Disclosure

None.
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Iltem 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduregydesi to ensure that information required to beloésx in
the reports we file or submit pursuant to the Séesrand Exchange Act of 1934 as amended (“Excha”) is
recorded, processed, summarized and reported withitime periods specified in the rules and foafnthe
Securities and Exchange Commission, and that siiohmation is accumulated and communicated to our
management, including our Chief Executive Officed £hief Financial Officer, as appropriate, to ailimely
decisions regarding required disclosure.

Management, with the participation of the Chief &xéve Officer and Chief Financial Officer, evaladtthe
effectiveness of the design and operation of oseldsure controls and procedures as defined insRil8a-15(e) and
15d-15(e) of the Exchange Act as of the end optiméod covered by this report. Based on this exaloaour Chief
Executive Officer and Chief Financial Officer has@ncluded that, as of December 31, 2008, our disctocontrols
and procedures were effective.

Management’s Report on Internal Control over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahcia
reporting as defined in Rules 13a-15(f) and 15d)1&{der the Exchange Act. Our internal controlrofugancial
reporting is the process designed by, or undestipervision of, our Chief Executive Officer and €trinancial
Officer, and effected by our board of directors nagement and other personnel, to provide reasoaablegance
regarding the reliability of financial reportingathe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipfes; and includes those policies and proceduinats t

() pertain to the maintenance of records thataspnable detail accurately and fairly reflect our
transactions and dispositions of assets;

(i) provide reasonable assurance that transactiomsecorded as necessary to permit preparation of
financial statements in accordance with generalbepted accounting principles, and that our reseiptd
expenditures are being made only in accordancethétauthorization of our management and directond;

(iii) provide reasonable assurance regarding prtawer timely detection of unauthorized acquisitiose
or disposition of our assets that could have a nzdteffect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

Under the supervision and with the participatiomof management, including our Chief Executive ffiand
Chief Financial Officer, we conducted an assessmkthte effectiveness of our internal control ofierancial
reporting as of December 31, 2008. In making thieasment, our management used the criteria sefridnternal
Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatidriee Treadway
Commission (“COSO")Based on the results of this assessment, managéaeobncluded that, as of Decembe
2008, our internal control over financial reportiwgs effective based on the criteridriternal Control —
Integrated Frameworissued by the COSO.

The effectiveness of our internal control over ficial reporting as of December 31, 2008 has beditealiby
PricewaterhouseCoopers, LLP, an independent regispublic accounting firm, as stated in their mepdhich
appears herein.

Remediation of Material Weakness

Previously, we did not maintain a sufficient cormpént of personnel with an appropriate level of actimg
knowledge, experience and training in the applicatf generally accepted accounting principles cemsurate
with our financial reporting requirements. Spedifig, this deficiency resulted in audit adjustmethizt corrected
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an understatement of revenue and audit adjustrtediferred revenue, deferred rent, property andpetent,
depreciation, consulting expenses and certain ataacounts and disclosures in the consolidatedh(ial
statements for the year ended December 31, 2006hardaudit adjustment that corrected an undensiant of
operating expenses and related legal accrual atcand disclosures in the consolidated financatkstents for the
year ended December 31, 2007, primarily arisingifem insufficient review by us of relevant informoat obtainec
through communications with third parties. Additidig, this deficiency could result in misstatemeoitshe
aforementioned accounts and disclosures that wesldlt in a material misstatement to the annuaiterim
consolidated financial statements that would ngbdewented or detected. Accordingly, managementiqusly
determined this control deficiency constituted derial weakness.

In response to the identification of the materiaktkness described above, management initiateditbeving
corrective actions:

 During the quarter ended December 31, 2007, wel lsineew VP of Finance, with experience in public
accounting as well as in senior accounting roles public company, who oversees all of our accognti
functions.

» During the quarter ended December 31, 2007, amd fwrifiling the financial statements, we hired two
Assistant Corporate Controllers; one to overseemreg recognition and financial systems and ther athe
oversee external reporting. We have also hiredreeta¢ Ledger and Consolidation Manag

« During the quarter ended December 31, 2007, wenejall of our finance, accounting and stock
administration staff to attend training in varicareas of U.S. generally accepted accounting priesipn this
regard, members of our finance, accounting andatipers departments have attended revenue recagnitio
SEC reporting and stock administration trainingibeimg in the fourth quarter of 200

* We have on-going efforts to improve communicatibagveen finance personnel responsible for comgletin
reviews of our accrual accounts and operationsopeed responsible for the execution of the worktrmse
transactions and have instituted quarterly closetimgs involving finance and operations personaiedt

« We are continuing our efforts to review our intdro@ntrol over financial reporting with the intetiot
automate previously manual processes specificaltiie areas of legal billing administratic

We have determined as of the fourth quarter o&fi2008 that our corrective actions discussed abade
improved our control procedures. Our managemetitarfourth quarter of fiscal 2008 performed testfigontrols,
and reviewed reconciliations and other post-clopirggedures and has concluded that the materidirvesa in our
internal control over financial reporting relatitmsufficient complement of personnel has been disibed.

We will continue to develop new policies and praged as well as educate and train our employeesion
existing policies and procedures in a continuadrétio improve our internal control over finanaiaporting, and we
will be taking further actions as appropriate. Vilawthis as an ongoing effort to which we will bevdting
significant resources and which will need to bentained and updated over time.

Changes in Internal Control Over Financial Reporting

There were no changes in internal control ovemioia reporting during the quarter ended Decemhe2808
that have materially affected, or are reasonakblyjito materially affect, our internal control afemancial
reporting.

Iltem 9B. Other Information

None.
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PART 1l

Item 10. Directors, Executive Officers and Corporate Govente

The information responsive to this item is incogied herein by reference to our Proxy Statemerado2009
annual meeting of stockholders to be filed with $eeurities and Exchange Commission pursuant talgegn 144
not later than 120 days after the end of the figear covered by this Annual Report on Form 10-Ke ihformation
under the heading “Our Executive Officers” in Haftem 1 of this Annual Report on Form 10-K isals
incorporated herein by reference.

We have a Code of Business Conduct and EthicdlIfof aur directors, officers and employees. Oud€of
Business Conduct and Ethics is available on oursitelat http://investor.rambus.com/governance/stbim/. To
date, there have been no waivers under our CoBegihess Conduct and Ethics. We will post any waivié and
when granted, of our Code of Business Conduct ahid€on our website.

Item 11. Executive Compensatio

The information responsive to this item is incogied herein by reference to our Proxy Statemerddo2009
annual meeting of stockholders to be filed with 8seurities and Exchange Commission pursuant talgeégn 14A
not later than 120 days after the end of the figeal covered by this Annual Report on Form 10-K.

Item 12. Security Ownership of Certain Beneficial Owners afhbnagement and Related Stockholder Matt

The information responsive to this item is incogied herein by reference to our Proxy Statemerado2009
annual meeting of stockholders to be filed with $eeurities and Exchange Commission pursuant talg&ggn 144
not later than 120 days after the end of the figeal covered by this Annual Report on Form 10-K.

Item 13. Certain Relationships and Related Transactions, abitector Independenci

The information responsive to this item is incogied herein by reference to our Proxy Statemerado2009
annual meeting of stockholders to be filed with $eeurities and Exchange Commission pursuant talgggn 144
not later than 120 days after the end of the figeal covered by this Annual Report on Form 10-K.

Item 14. Principal Accountant Fees and Servict

The information responsive to this item is incogied herein by reference to our Proxy Statemerado2009
annual meeting of stockholders to be filed with 8®eurities and Exchange Commission pursuant talgeégn 14A
not later than 120 days after the end of the figeal covered by this Annual Report on Form 10-K.
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PART IV

Item 15. Exhibits and Financial Statement Schedul

(a)(1) Financial Statements

The following consolidated financial statementshef Registrant and Report of PricewaterhouseCodgd?s
Independent Registered Public Accounting Firm,iiackided herewith:

_Page

Report of Independent Registered Public Accourfdinm 52
Consolidated Balance Sheets as of December 31,&00800’ 53
Consolidated Statements of Operations for the yeded December 31, 2008, 2007, and - 54
Consolidated Statements of Stockholders’ Equity @adhprehensive Income for the years ended

December 31, 2008, 2007 and 2( 55
Consolidated Statements of Cash Flows for the yeailed December 31, 2008, 2007 and = 56
Notes To Consolidated Financial Statem 57
Consolidated Supplementary Financial Data (unady 99
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Stockholders of Rasnimg.:

In our opinion, the consolidated financial statetadisted in the index appearing under Item 151{ap¢esent
fairly, in all material respects, the financial fiilm of Rambus Inc. and its subsidiaries at Decendi, 2008 and
December 31, 2007 and the results of their operatamd their cash flows for each of the three yiweattse period
ended December 31, 2008 in conformity with accawngirinciples generally accepted in the United e3taif
America. Also in our opinion, the Company maintaini& all material respects, effective internal ttohover
financial reporting as of December 31, 2008, basedriteria established imternal Control — Integrated
Frameworkissued by the Committee of Sponsoring Organizatifriee Treadway Commission (COSO). The
Company’s management is responsible for thesediabstatements, for maintaining effective interoahtrol over
financial reporting and for its assessment of fifrectiveness of internal control over financial ogjing, included in
Management’s Report on Internal Control over FimgrReporting, under item 9A. Our responsibilitytgsexpress
opinions on these financial statements and on trapgany’s internal control over financial reportingsed on our
integrated audits. We conducted our audits in alzmre with the standards of the Public Company Aating
Oversight Board (United States). Those standamlsinethat we plan and perform the audits to obtaasonable
assurance about whether the financial statemeatises of material misstatement and whether effedtiternal
control over financial reporting was maintainedglhmaterial respects. Our audits of the finanstatements
included examining, on a test basis, evidence stipgahe amounts and disclosures in the finarstaiements,
assessing the accounting principles used and &ignifestimates made by management, and evaluagngverall
financial statement presentation. Our audit ofrimaécontrol over financial reporting included dbtag an
understanding of internal control over financiglogiing, assessing the risk that a material weakegists, and
testing and evaluating the design and operatirgcffeness of internal control based on the asdetsde Our audi
also included performing such other proceduresexsamsidered necessary in the circumstances. Visvbehat ou
audits provide a reasonable basis for our opinions.

As discussed in Note 10 of the Notes to the Codatdd Financial Statements, effective January @7 2he
Company changed the manner in which it accountarioertainty in income taxes.

A company'’s internal control over financial repogiis a process designed to provide reasonablesass
regarding the reliability of financial reportingathe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipfeee A company’s internal control over finanaiaporting
includes those policies and procedures that (bapeto the maintenance of records that, in redslerdetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (iiyvjule reasonable
assurance that transactions are recorded as ngctsparmit preparation of financial statementa@cordance wit
generally accepted accounting principles, andréwipts and expenditures of the company are beadg only in
accordance with authorizations of management anredtdirs of the company; and (iii) provide reasoaassurance
regarding prevention or timely detection of unauitted acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

/sl PricewaterhouseCoopers LLP

San Jose, California
February 26, 2009
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RAMBUS INC.
CONSOLIDATED BALANCE SHEETS

December 31
2008 2007
(In thousands, excep
shares and per share

amounts)
ASSETS
Current asset:
Cash and cash equivale $116,24: $119,39:
Marketable securitie 229,61 321,49:
Accounts receivabl 1,50¢ 1,92(
Prepaids and other current as¢ 8,48¢ 8,34¢
Deferred taxe 88 11,59t
Total current asse 355,93( 462,74t
Restricted cas 632 2,28¢
Deferred taxes, long ter 1,857 116,20¢
Intangible assets, n 7,24¢ 13,44
Property and equipment, r 22,29( 24,581
Goodwill 4,45¢ 4,45¢
Other asset 4,48: 3,624
Total asset $396,89( $627,34
LIABILITIES
Current liabilities:
Accounts payabl $ 6,37« $ 11,28:
Accrued salaries and benel 9,85¢ 9,98¢
Accrued litigation expense 14,26¢ 26,23¢
Income taxes payab 63€ 834
Other accrued liabilitie 3,17¢ 5,06(
Deferred revenu 1,787 2,75¢
Total current liabilities 36,10: 56,15:
Deferred revenue, less current port 90 —
Convertible note 136,95( 160,00(
Long-term income taxes payak 1,95: 2,917
Other lon¢-term liabilities 811 1,19¢
Total liabilities 175,90! 220,26:
Commitments and contingencies (Note 6 and
STOCKHOLDERS' EQUITY
Convertible preferred stock, $.001 par val
Authorized: 5,000,000 shares; Issued and outstgndmshares at December 31, 2008
December 31, 200 — —
Common Stock, $.001 par valt
Authorized: 500,000,000 shares; Issued and outistgrid3,803,006 shares at December 31, 20
and 105,294,534 shares at December 31, 104 10&
Additional paid in capita 655,72 601,82:
Accumulated defici (435,717 (194,96¢)
Accumulated other comprehensive income, 86¢ 124
Total stockholder equity 220,98! 407,08
Total liabilities and stockholde’ equity $396,89( $627,34°

See Notes to Consolidated Financial Statements
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RAMBUS INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December 31
2008 2007 2006
(In thousands, except per share amount:

Revenue
Royalties $126,91( $154,30t $168,91¢
Contract revenu 15,58¢ 25,63¢ 26,40¢
Total revenu 142,49: 179,94( 195,32
Costs and expense
Cost of contract revenue 21,30 27,12¢ 30,39
Research and developme! 76,22: 82,871 68,97
Marketing, general and administrativ 124,07 120,59° 104,56:
Restructuring costs 4,18¢ — —
Impairment of intangible ass 2,15¢ — —
Costs of restatement and related legal activ 3,262 19,457 31,43¢
Total costs and expens 231,20° 250,05! 235,36¢
Operating los! (88,719  (70,11H (40,049
Interest and other income, r 17,04 21,75¢ 14,335
Loss before income taxi (71,67)  (48,35¢) (25,709
Provision for (benefit from) income tax 124,25 (20,697) (11,889
Net loss $(195,92) $(27,669) $(13,816)
Net loss per shari
Basic $ (18) $ (02H $ (0.19
Diluted $ (18) $ (0.2 $ (0.19
Weighted average shares used in per share catmsz
Basic 104,57- 104,05t¢ 103,04¢
Diluted 104,57- 104,05¢ 103,04¢
* Includes stoc-based compensatio
Cost of contract revent $ 518 $ 591C $ 8,15
Research and developm:e $ 13,48t $ 16,19¢ $ 14,90:
Marketing, general and administrati $ 18,49: $ 22,70. $ 17,46¢
Restructuring cost $ 547 % — —

See Notes to Consolidated Financial Statements
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RAMBUS INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
AND COMPREHENSIVE INCOME

Accumulated

Additional Deferred Other
Common Stock  Paid-in  Stock-Based Accumulated Comprehensive
Shares Amount Capital Compensatior Deficit Gain (Loss) Total
(In thousands)

Balances at December 31, 2( 99,397 $ 99 $ 478,51¢ $ (20,129 $ (133,38) $ (1,647) $ 323,46°
Components of comprehensive incor

Net loss — — — — (13,81¢) —  (13,81¢

Foreign currency translation adjustments, netx — — — — — (24) (24)

Unrealized gain on marketable securities, neto — — — — — 1,041 1,041

Total comprehensive lo: (12,799
Issuance of common stock upon exercise of opti@ssrictec

stock, and employee stock purchase | 5,12 6 57/ 55k — — — 57,55¢
Repurchase and retirement of common stock underckps

plan (700) @ (756) — (20,199 — (20,95
Stocl-based compensatic — — 38,90¢ — — — 38,90¢
Reversal of deferred stc-based compensatic — — (20,127 20,12 — — —
Tax shortfall from equity incentive plai — — (3,899 — — — (3,899
Balances at December 31, 2( 103,82( 104 550,21( — (167,39) (63C) 382,28t
FIN 48 Tax Adjustment (Note 1! — — 23¢ — 94 — 838
Balances at January 1, 2C 103,82( 104 550,44¢ — (167,307 (63C) 382,62:
Components of comprehensive incor

Net loss — — — — (27,669 — (27,669

Foreign currency translation adjustments, netx — — — — — 66 66

Unrealized gain on marketable securities, netxo — — — — — 68¢€ 68¢€

Total comprehensive lo: (26,910
Reversal of liabilit-based stock awards to equ — — 2,13¢ — — — 2,13¢
Issuance of common stock upon exercise of opti

nonvested equity stock and stock units, and empleyeck

purchase pla 1,47¢ 1 11,83: — — — 11,83:
Repurchase and retirement of common stock underckps

plan — — — — — — —
Stocl-based compensatic — — 43,67¢ — — — 43,67¢
Tax shortfall from equity incentive plai — — (6,277) — — — (6,277)
Balances at December 31, 2( 105,29! 10% 601,82: — (194,960 124 407,08
Components of comprehensive incor

Net loss — — — — (195,92) —  (195,92)

Foreign currency translation adjustments, netx — — — — — 60 60

Unrealized gain on marketable securities, neto — — — — — 68E 68E

Total comprehensive lo: (195,179
Issuance of common stock upon exercise of opti

nonvested equity stock and stock units, and emplsyeck

purchase pla 2,25] 2 21,76 — — — 21,76%
Repurchase and retirement of common stock underckps

plan and shares received from a former exect (3,747 ?3) (5,24¢) — (44,82 — (50,079
Stocl-based compensatic — — 37,76. — — — 37,76.
Tax shortfall from equity incentive plai — — (371) — — — (371
Balances at December 31, 2( 103,80: $ 104 $ 655,72« $ — 3 (435,71) $ 86¢ $ 220,98!

See Notes to Consolidated Financial Statements
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Years Ended December 31
2008 2007 2006
(In thousands)

Cash flows from operating activitie

Net loss $(195,92) $ (27,664 $ (13,81¢)
Adjustments to reconcile net loss to net cash pieviby (used in) operating activitie
Stock-based compensatic 37,167 44,81( 40,52
Depreciatior 11,32¢ 11,202 11,24¢
Amortization of intangible assets and convertitdéerissuance cos 4,33¢ 5,28¢ 8,40¢
Restructuring costs (n-cash) 547 — —
Impairment of intangible ass 2,15¢ — —
Deferred tax (benefit) provisic 125,18 (21,86¢€) (11,24
Loss on disposal of property and equipnm 7€ 44& 34z
Gain on repurchase of convertible nc (4,37)) — —
Recovery of restatement and related legal acts/{t®r-cash) (849) — —
Write-off of cos-based investmel — — 162
Change in operating assets and liabilit
Accounts receivable and unbilled receival 417 674 (1,640
Prepaids and other ass 95 (6,190 (730)
Accounts payabl (3,607%) 3,80¢ (161)
Accrued salaries and benefits and other accrubdities (2,060 (4,339 7,19¢
Accrued litigation expense (12,969 3,091 18,51(
Income taxes payab (2,775 81€ 99
Increases in deferred rever 1,78¢ 2,26¢ 22,22¢
Decreases in deferred rever (2,6679) (7,065) (23,959
Decrease (increase) in restricted c 1,654 1 (8)
Net cash provided by (used in) operating activi (38,479 5,28( 57,16:
Cash flows from investing activitie
Purchases of property and equipm (9,877) (5,739 (8,649
Proceeds from sale of property and equipn 3C — —
Acquisition of intangible asse (300) (30) (300)
Purchases of marketable securi (362,96 (664,42() (215,189
Maturities of marketable securiti 430,84 598,54: 166,19:
Proceeds from sale of marketable secur 24,99¢ 108,55( —
Purchases of leasehold improveme — (2,610 (3,087)
Acquisition of busines — (1,139 (1,000
Net cash provided by (used in) investing activi 82,73. 33,157 (62,029
Cash flows from financing activitie
Payments under installment payment arrangel (2,250 (4,250 (800)
Proceeds from issuance of common stock under eraplstock plan 21,68¢ 11,831 57,55¢
Repurchase and retirement of common s (49,22¢) — (20,955
Repurchase of convertible not (18,679 — —
Net cash provided by (used in) financing activi (47,46°) 7,581 35,80¢
Effect of exchange rates on cash and cash equis: 6C 69 (24)
Net increase (decrease) in cash and cash equis (3,150 46,087 30,91
Cash and cash equivalents at beginning of pe 119,39: 73,304 42,39
Cash and cash equivalents at end of pe $116,24;: $119,39. $ 73,30«

Non-cash investing and financing activitie

Property and equipment acquired under installmaptment arrangeme $ — — $ 5,10C

Property and equipment received and accrued inuats@ayable and other accrued liabili $ 62¢ $ 143¢ $ 1,15¢
Supplemental disclosure of cash flow informati

Taxes paic $ 52¢ $ 1,046 $ 234

Taxes refunde $ 30¢ % — 3 51¢

See Notes to Consolidated Financial Statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Formation and Business of the Compan

Rambus Inc. (the “Company” or “Rambus”) designs,ad@ps and licenses chip interface technologiesatea
foundational to nearly all digital electronics puots. Rambus’ chip interface technologies are desidgo improve
the performance, power efficiency, time-to-markad aost-effectiveness of its customers’ semicorwhuand
system products for computing, gaming and graplki@ssumer electronics and mobile applications. Remas
incorporated in California in March 1990 and reirparated in Delaware in March 1997.

2. Summary of Significant Accounting Policies
Financial Statement Presentation

The accompanying consolidated financial statemientade the accounts of Rambus and its wholly owned
subsidiaries, Rambus K.K., located in Tokyo, Jagnash Rambus, located in George Town, Grand Cayniai$, of
which Rambus Chip Technologies (India) Private ltédj Rambus Deutschland GmbH, located in Pforzheim,
Germany and Rambus Korea, Inc., located in Secare& are subsidiaries. During 2008, we closed tficedn
Korea. All intercompany accounts and transactiangrbeen eliminated in the accompanying consolibfancial
statements. Investments in entities with less #@# ownership by Rambus and in which Rambus doekawe the
ability to significantly influence the operationktbe investee are accounted for using the coshodetnd are
included in other assets.

Use of Estimates

The preparation of financial statements in confeymiith generally accepted accounting principleguiees
management to make estimates and assumptiondfizttae reported amounts of assets and liakslied
disclosure of contingent assets and liabilitiethatdate of the financial statements and the redaimounts of
revenue and expenses during the reporting periotidhresults could differ from those estimates.

Reclassifications

We have reclassified certain prior year balance®tdorm to the current yearpresentation in the consolida
statements of cash flows. None of these reclaasifics had an impact on reported net loss for dnlyeoperiods
presented.

Revenue Recognition
Overview

Rambus recognizes revenue when persuasive evidéacearrangement exists, Rambus has delivered the
product or performed the service, the fee is fimedeterminable and collection is reasonably assuf@ny of thes
criteria are not met, Rambus defers recognizingekienue until such time as all criteria are mettdbmination of
whether or not these criteria have been met mayinethe Company to make judgments, assumption&siitate:
based upon current information and historical eigpee.

Rambus’ revenue consists of royalty revenue antractrevenue generated from agreements with
semiconductor companies, system companies andrcegtller arrangements. Royalty revenue consfgisitent
license and technology license royalties. Contraetnue consist of fixed license fees, fixed engjiimg fees and
service fees associated with integration of Rambreinology solutions into its customers’ produ€isntract
revenue may also include support or maintenanceeliRe arrangements generally provide for the plasaigh of a
percentage of the fees paid to the reseller byaseller's customer for use of Rambus’ patent aotriology
licenses. Rambus does not recognize revenue fee tirrkangements until it has received notice cfmae earned k
and paid to the reseller, accompanied by the gassigh payment from the reseller. Rambus doesanot p
commissions to the reseller for these arrangements.
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Many of Rambus’ licensees have the right to catil licenses. In such arrangements, revenuelys on
recognized to the extent that is consistent withdhincellation provisions. Cancellation provisianhin such
contracts generally provide for a prospective chatben with no refund of fees already remitteddmstomers for
products provided and payment for services renderied to the date of cancellation. Unbilled reediles represent
enforceable claims and are deemed collectible imection with the Company’s revenue recognitiongyol

Royalty Revenue

Rambus recognizes royalty revenue upon notificabipits licensees and when deemed collectible.t@imas o
the royalty agreements generally either requirenéees to give Rambus notification and to paydielties within
60 days of the end of the quarter during whichsides occur or are based on a fixed royalty thadtigswithin
45 days of the end of the quarter. Rambus hasypastof royalty revenue: (1) patent license rogalnd
(2) technology license royalties.

Patent licenses.Rambus licenses its broad portfolio of patentegtions to semiconductor and systems
companies who use these inventions in the developarel manufacture of their own products. Suchbagg
agreements may cover the license of part, or BRambus’ patent portfolio. Rambus generally reéogmrevenue
from these arrangements as amounts become dueontractual terms of the agreements generally geofor
payments over an extended period of time.

Technology licensesRambus develops proprietary and industry-standaifglinterface products, such as
RDRAM and XDR that Rambus provides to its custonuerder technology license agreements. These amags
include royalties, which can be based on eithezragntage of sales or number of units sold. Ramdegynizes
revenue from these arrangements (except for thoysdties subject to the Federal Trade Commissioa ‘ETC")
order discussed below) upon notification from tiserisee of the royalties earned and when colldittalsi deemed
reasonably assured.

On February 2, 2007, the FTC issued an order rnaguiRambus to limit the royalty rates charged fertain
SDR and DDR SDRAM memory and controller products &y licensees after April 12, 2007. The FTC sthtrgs
requirement on March 16, 2007, subject to certaimdiions. One such condition of the stay limits thyalties
Rambus can receive under certain contracts sahbeptdo not exceed the FTC’s Maximum Allowable Roga
(“MAR” or “previously withheld royalties”). Amounti excess of MAR that are subject to the ordereauctuded
from revenue. On April 22, 2008, the United Sta@esirt of Appeals for the District of Columbia (tHeADC")
overturned the FTC decision and remanded the madigk to the FTC for further proceedings consistétit the
CADC's opinion. On June 6, 2008, the FTC petitiottleel CADC to rehear the case en banc. On Augu2(is,
the CADC denied the FTC's petition for rehearingto§ matter en banc, and on September 9, 200& ARC
issued its mandate setting aside the FTC’s ordetiirestructing the FTC to take actions consistetiiwie CADC's
ruling. The FTC did not seek, nor did it receivatay of the CADC'’s ruling, and thus the FTC'’s aritethe case
has been vacated. On October 16, 2008, the FT€dsmuorder (“FTC Disposition Order”) authorizingrRbus to
receive the excess consideration that customeses pv@viously deducted from their quarterly paymendsle to
Rambus under the Patent License Agreement (seellSdiatigation and Asserted Claims”).

At the time of the issuance of the mandate on Sapde 9, 2008, $6.2 million had been determinedasuats
of previously withheld royalties which had beenlaged from revenue. As the FTC has issued the FiBpd3ition
Order, the Company recognized the previously withheyalties of $6.2 million as revenue when theresponding
cash payments were received. In the year endednilere31, 2008, $6.2 million of these previouslyhhiild
royalties were received from the customers andgmeized as revenue.
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Contract Revenue

Rambus generally recognizes revenue using perceofagpmpletion for development contracts related t
licenses of its interface solutions, such as XDR klexIO that involve significant engineering antegration
services. For all license and service agreemetuated for using the percentage-of-completion wetRRambus
determines progress to completion using input measased upon contract costs incurred. Prioraditst quarter

reflects the overall gross margin over the lifeétaf contract. This change did not have a significapact on the
Company’s results of operations. Rambus has evaluse of output measures versus input measurdsand
determined that its output is not sufficiently wmih with respect to cost, time and effort per wifibutput to use
output measures as a measure of progress to caonpleart of these contract fees may be due upmacthieveme
of certain milestones, such as provision of certigliverables by Rambus or production of chipshHeylicensee. Tt
remaining fees may be due on pre-determined datéfalude significant up-front fees.

A provision for estimated losses on fixed pricetcacts is made, if necessary, in the period in Wil loss
becomes probable and can be reasonably estimaambus determines that it is necessary to relisestimates
of the total costs required to complete a contthettotal amount of revenue recognized over fiaeoli the contract
would not be affected. However, to the extent tb& assumptions regarding the total efforts necggeasomplete
project were less than the original assumptioresctintract fees would be recognized sooner thaginaily
expected. Conversely, if the newly estimated teffmrts necessary to complete a project were |otiger the
original assumptions, the contract fees will beoggézed over a longer period. As of December 30820e have
accrued a liability of approximately $0.4 millioalated to estimated loss contracts.

If application of the percentage-of-completion noetlesults in recognizable revenue prior to aniiting
event under a customer contract, the Company agbgnize the revenue and record an unbilled reilesiva
Amounts invoiced to Rambus’ customers in excessadgnizable revenue are recorded as deferreduev@he
timing and amounts invoiced to customers can vigmyificantly depending on specific contract termsl @an
therefore have a significant impact on deferre@nexe or unbilled receivables in any given period.

Rambus also recognizes revenue in accordance W% -2, SOP 98-4 and SOP 98-9 for development
contracts related to licenses of its chip interfaalucts that involve non-essential engineeringises and post
contract support (“PCS”). These SOPs apply tor#ities that earn revenue on products containiffigvene, where
software is not incidental to the product as a wh@lontract fees for the products and servicesigedwinder these
arrangements are comprised of license fees andegriig service fees which are not essential tduthetionality
of the product. Rambusates for PCS and for engineering services ardfgpereach development contract and
standardized in terms of rates or length. Becatifgese characteristics, the Company does not aaudficient
population of contracts from which to derive vendpecific objective evidence for each of the eletmien

Therefore, as required by SOP 97-2, after Ramblisede the product, if the only undelivered elemsnPCS,
Rambus will recognize all revenue ratably overeagitimne contractual PCS period or the period dwihgh PCS is
expected to be provided. Rambus reviews assumptigasding the PCS periods on a regular basisaififus
determines that it is necessary to revise the astisnof the support periods, the total amountwdénmae to be
recognized over the life of the contract would betaffected.

Allowance for Doubtful Accounts

Rambus’ allowance for doubtful accounts is deteadinsing a combination of factors to ensure thaniRes’
trade and unbilled receivables balances are nastated due to uncollectibility. The Company perierongoing
customer credit evaluation within the context & thdustry in which it operates, does not requaikateral, and
maintains allowances for potential credit losseswstomer accounts when deemed necessary. A spalbifivance
for a doubtful account up to 100% of the invoicd v provided for any problematic customer balanézelinquen
account balances are written-off after managemastletermined that the likelihood of collectiomdt possible.
For all periods presented, Rambus had no allowBmaoubtful accounts.
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Research and Development

Costs incurred in research and development, whicludle engineering expenses, such as salarieskteld
benefits, stock-based compensation, depreciatiofiegsional services and overhead expenses rétathd general
development of Rambus’ products, are expensedcasrad. Software development costs are capitalisggihning
when a product’s technological feasibility has bestablished and ending when a product is avaifablgeneral
release to customers. Rambus has not capitalizedaitware development costs since the period batwe
establishing technological feasibility and generstomer release is relatively short and as shelsetcosts have r
been significant.

Income Taxes

Income taxes are accounted for using an assefaility approach, which requires the recognitidrdeferred
tax assets and liabilities for expected futuregaants that have been recognized differently in Ratconsolidate:
financial statements and tax returns. The measureafeurrent and deferred tax assets and liadslits based on
provisions of the enacted tax law and the effetfatare changes in tax laws and rates. A valuasitowance is
established when necessary to reduce deferredssatsato amounts expected to be realized. Seelpténcome
Taxes” for details related to the Company’s defittex asset valuation allowance.

In addition, the calculation of the Compasiyax liabilities involves dealing with uncertaggiin the applicatio
of complex tax regulations. Effective January 102(0he Company adopted the provisions of FIN 48a/esult,
the Company reports a liability for unrecognizex banefits resulting from uncertain tax positioaken or expecte
to be taken in its tax return. The Company considesiny factors when evaluating and estimatingaitgbsitions
and tax benefits, which may require periodic adgsits and which may not accurately anticipate dctui@omes.

Stock-Based Compensation and Equity Incentive Plans

For the years ended December 31, 2008, 2007 ary] #8Company maintained stock plans coveringadr
range of potential equity grants including stocki@ps, nonvested equity stock and equity stocksusuitd
performance based instruments. In addition, the @2my sponsors an Employee Stock Purchase Plan PRSP
whereby eligible employees are entitled to purcl@s@mmon Stock semi-annually, by means of limitegrplk
deductions, at a 15% discount from the fair maviedtte of the Common Stock as of specific dates.\Bgte 7,
“Equity Incentive Plans and Stock-Based Compensdtior a detailed description of the Company’srgla

Effective January 1, 2006, the Company adopte@®imt of Financial Accounting Standards (“SFAS”)
No. 123(R),“Share-Based Payment”, which is a revision of SRS 123 “Accounting for Stock-Based
Compensation”. SFAS No. 123(R) requires the measene and recognition of compensation expense in the
Company’s statement of operations for all sharetbggyment awards made to Rambus employees, dseotd
consultants including employee stock options, neteeequity stock and equity stock units, and egggastock
purchase grants. Stock-based compensation expenssasured at grant date, based on the estimatedilfze of
the award, reduced by an estimate of the annualatedf expected forfeitures, and is recognizeexagnse over
the employees’ expected requisite service periederally using the straight-line method. In additio
SFAS No. 123(R) requires the benefits of tax dedustin excess of recognized compensation experise t
reported as a financing cash flow, rather thamaspeerating cash flow as prescribed under prevémgsunting
rules. The Company selected the modified prospectigthod of adoption, which recognizes compensatipense
for the fair value of all share-based paymentstgidafter January 1, 2006 and for the fair valuallodwards
granted to employees prior to January 1, 2006rératin unvested on the date of adoption. This nukth not
require a restatement of prior periods. Howevegra® granted and still unvested on the date oftamtopre
attributed to expense under SFAS No. 123(R), inoluthe application of a forfeiture rate on a pmspre basis.
Rambus’ forfeiture rate represents the historiatd at which Rambus’ stock-based awards were siered prior to
vesting. SFAS No. 123(R) requires forfeitures teebBmated at the time of grant and revised omaudative
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basis, if necessary, in subsequent periods if bfdtfaitures differ from those estimates. Prioffigzal year 2006,
the Company accounted for forfeitures as they gedyrfor the purposes of pro forma information unde
SFAS No. 123. Additionally, Rambus’ deferred stacknpensation balance of $20.1 million as of Decerfihe
2005, which was accounted for under APB No. 25, igakassified into its additional paid in capitglon the
adoption of SFAS No. 123(R) on January 1, 2006.

Tax Effects of Stock-Based Compensation

Rambus will only recognize a tax benefit from sthased awards in additional pdideapital if an increment:
tax benefit is realized after all other tax atttdmicurrently available have been utilized. In &ddj Rambus has
elected to account for the indirect effects of ktbased awards on other tax attributes, such asf@arch tax
credits, through the statement of operations asgbadne tax effect of stock-based compensation.

On January 1, 2006, Rambus adopted the “long méthatcordance with SFAS No. 123(R) to calculdte t
excess tax credit pool. The long method requirgstailed calculation of the January 1, 2006 balafcke portion
of the excess/shortfall tax benefit credits recdritethe additional paid-in capital account. Thee#fect on stock-
based compensation is calculated as the stock-lasepensation that the Company believes is dedactib
multiplied by the applicable statutory tax rate.

See Note 10 “Income Taxes” for additional inforrati

Computation of Earnings (Loss) Per Share

Basic earnings (loss) per share is calculated agidg the earnings (loss) by the weighted averagaber of
common shares outstanding during the period. Dlle@rnings (loss) per share is calculated by digidihe earning
(loss) by the weighted average number of commorestand potentially dilutive securities outstandiiuging the
period. Potentially dilutive common shares consishcremental common shares issuable upon exestis®ck
options, employee stock purchases, nonvested esfoitk and stock units and shares issuable upocotingersion
of convertible notes. The dilutive effect of thengertible notes is calculated under the if-conwkrteethod. The
dilutive effect of outstanding shares is refleatediluted earnings per share by application ofttbasury stock
method. This method includes consideration of theunts to be paid by the employees, the amountagss tax
benefits that would be recognized in equity if ittruments were exercised and the amount of ugrezed stock-
based compensation related to future services.dtenfial dilutive common shares are included indbeputation
of any diluted per share amount when a loss isrtego

Cash and Cash Equivalents

Cash equivalents are highly liquid investments witiginal maturity of three months or less at tlaedof
purchase. The Company maintains its cash balanitesigh quality financial institutions and has moiperienced
any material losses.

Marketable Securities

Available-forsale securities are carried at fair value, basegumted market prices, with the unrealized gair
losses reported, net of tax, in stockholders’ goaiit part of accumulated other comprehensive ind¢mss). The
amortized cost of debt securities is adjusted fioorization of premiums and accretion of discodatmaturity,
both of which are included in interest and otheoime, net. Realized gains and losses are record#étspecific
identification method and are included in inter@sd other income, net. The Company reviews itsstments in
marketable securities for possible other than teamyampairments on a regular basis. If any lossnemstment is
believed to be other than temporary, a chargebailtecognized. Due to the high credit quality amatisterm nature
of the Company’s investments, there have beentmer tlhan temporary impairments noted to date. The
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classification of funds between short-term and Hergn is based on the Compasignticipated future needs of fu
for operations or other purposes.

Fair Value of Financial Instruments

The amounts reported for cash equivalents, marleetsurities, account receivables, unbilled reaaes,
accounts payable, and accrued liabilities are densd to approximate fair values based upon corbfgamarket
information available at the respective balancestates. The Company adopted SFAS No. 157 efeedtinuary :
2008 for financial assets and liabilities measured recurring basis. SFAS No. 157 applies toirdirfcial assets
and financial liabilities that are being measurad eeported on a fair value basis and requiredatisee that
establishes a framework for measuring fair value expands disclosure about fair value measuremieotshe
discussion regarding the impact of the adoptioSEAS No. 157 on the Company’s marketable securgies
Note 16,“Fair Value of Financial Instruments.” Additionallthe Company has adopted SFAS No. 159 effective
January 1, 2008. The Company has not elected ithealae option for financial instruments not allgacarried at
fair value.

Property and Equipment

Computer equipment, computer software and furnigune fixtures are stated at cost and depreciated on
straight-line basis over an estimated useful lifehoee years. Certain software licenses are déegisgtover three to
five years, depending on the term of the licengasehold improvements are amortized on a straiighthsis over
the shorter of their estimated useful lives orittigal terms of the leases. Upon disposal, assedsrelated
accumulated depreciation are removed from the ats@nd the related gain or loss is included inltegrom
operations.

Goodwill

Costs in excess of the fair value of tangible ath@iointangible assets acquired and liabilitiesiased in a
purchase business combination are recorded as go&MAS No. 142, “Goodwill and Other Intangiblesgets”,
requires that companies not amortize goodwill,ibstead test for impairment at least annually usitgo-step
approach. The Company evaluates goodwill, at ammim, on an annual basis and whenever events angehan
circumstances suggest that the carrying amountnotipe recoverable. Impairment of goodwill is tdsa¢ the
reporting unit level by comparing the reportingtiscarrying amount, including goodwill, to therfaalue of the
reporting unit. The fair values of the reportingtsrare estimated using a combination of the ingamneiscounted
cash flows, approach and the market approach, whilkhes comparable companies’ data. If the cagyamount of
the reporting unit exceeds its fair value, goodwiltonsidered impaired and a second step is peefhito measure
the amount of impairment. The second step involietermining the fair value of goodwill for each oeing unit.
Any excess carrying amount of goodwill over the failue determined in the second step will be dedras a
goodwill impairment loss.

The Company completed the first step of its animaphirment analysis as of December 31, 2008 anddao
instance of impairment of its recorded goodwiltsdf5 million at December 31, 2008. If the Compamgstimates ¢
the related assumptions change in the future, yt lbearequired to record an impairment charge fardgdgll to
reduce the carrying amount to its estimated fdinea

Intangible Assets

The valuation and useful lives of the acquirednigthle assets were allocated based on estimateddlaies at
the acquisition dates. The value of the agreematdsg with interviews and management’s estimateewsed to
determine the useful lives of the assets. The ircapproach, which includes an analysis of the flasls and risks
associated with achieving such cash flows, wagtimary technique utilized in valuing the acquipstented
technology. Key assumptions included estimategwémue growth, cost of revenue, operating expessgs
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income taxes. The discount rates used in the vatuat intangible assets reflected the level df associated with
the particular technology and the current returin@estment requirements of the market.

Impairment of Long-Lived Assets and Other IntangébAssets

Rambus evaluates the recoverability of long-livesets with finite lives in accordance with SFAS Wé4,
“Accounting for the Impairment of Long-Lived Assétintangible assets, including purchased technpbd other
intangible assets, are carried at cost less acatedubmortization. Finite-lived intangible assetstaeing amortized
on a straight-line basis over their estimated udefes of three to ten years. SFAS No. 144 requiszognition of
impairment of longived assets whenever events or changes in cireunoss indicate that the carrying value am
of an asset may not be recoverable. An impairmieatge is recognized in the event the net book vafliseich
assets exceeds the future undiscounted cash fltrimitable to such assets. A significant impairtn&ffinite-lived
intangible assets could have a material adversetafh Rambudinancial position and results of operations. Dg
2008, Rambus determined that approximately $2.Ramibf intangible assets had no alternative uskvaas
impaired as a result of a customer’s change imteldlgy requirements.

Restructuring Costs

In connection with the Company’s exit activitidse tCompany records restructuring charges for enggloy
termination costs, long-lived asset impairmentsiseelated to leased facilities to be abandonediioleased, and
other exit-related costs. Formal plans are devel@pel approved by management and accounted fecordance
with SFAS No. 146, “Accounting for Costs Associateith Exit or Disposal Activities”. Pursuant to SEANo. 146,
restructuring costs related to employee severarceeaorded when probable and estimable. Fixedsatsat are
impaired as a result of restructuring plans aré&slly accounted for as assets held for sale oahemdoned. The
recognition of restructuring charges requires tbenfanys management to make judgments and estimates ieg
the nature, timing, and amount of costs associattttthe planned exit activity, including estimagisublease
income and the fair value, less selling costs roperty, plant and equipment to be disposed ofntases of future
liabilities may change, requiring the Company toorel additional restructuring charges or to redheeamount of
liabilities already recorded. At the end of eaghomting period, the Company evaluates the remaiacwued
balances to ensure their adequacy, that no excessads are retained and that the utilization efghovisions is for
the intended purpose in accordance with develogiéglkans. In the event circumstances change amgtbvision is
no longer required, the provision is reversed.

Foreign Currency Translation

For foreign subsidiaries using the local currengyheeir functional currency, assets and liabiliies translated
using current exchange rates in effect at the loalaheet date and revenue and expense accoutr@restated usin
the weighted average exchange rate during theghekidjustments resulting from such translationiaotuded in
stockholders’ equity as foreign currency transtatoljustments and aggregated within accumulateat oth
comprehensive income (loss).

For foreign subsidiaries using the U.S. dollartesrtfunctional currency, remeasurement adjustmi@ntson-
functional currency monetary assets and liabiliiestranslated into U.S. dollars at the exchaatgin effect at the
balance sheet date. Revenue, expenses, gainses lae translated at the average exchange rdteefperiod, and
non-monetary assets and liabilities are translatédiistorical rates. The resultant remeasuremens gand losses of
these foreign subsidiaries as well as gains armtiofom foreign currency transactions are includesther
expense, net in the statements of operations, @ndod significant for any periods presented.

Segment Reporting

Operating segments are defined as componentsaiftarprise about which separate financial infororais
available that is evaluated regularly by the chigdrating decision maker in deciding how to alleaasources and
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in assessing performance. Rambus has identifiedpermting and reporting segment, the design, dpwetnt and
licensing of chip interface technologies and agattitires. This segment operates in three geogragdiens:
North America, Asia and Europ

Comprehensive Income (Loss)

Comprehensive income (loss) is defined as the ahangquity of a business enterprise during a defriom
transactions and other events and circumstancesriom-owner sources, including foreign currencygration
adjustments and unrealized gains and losses oremaaik securities. Other comprehensive income)(lass of tax,
is presented in the statements of stockholderstyegnd comprehensive income.

Litigation

Rambus is involved in certain legal proceedingsdsiaupon consultation with outside counsel handtisg
defense in these matters and an analysis of pateesiults, Rambus accrues for losses relatedigation if it
determines that a loss is probable and can bemabloestimated. If a loss cannot be estimated,lRameviews th
range of possible outcomes and accrues the lovoktiag range of estimates. Any such accrual woeldhmarged to
expense in the appropriate period. Rambus recoglitigation expenses in the period in which thigdition
services were provided.

Recent Accounting Pronouncements

In May 2008, the Financial Accounting Standardsf8q&FASB”) issued Statement of Financial Accougtin
Standards (“SFAS”) No. 162, “The Hierarchy of Geatekccepted Accounting Principle.” SFAS No. 162ritiBes
the sources of accounting principles and the fraomkvior selecting the principles used in the pragian of
financial statements of nongovernmental entities #ne presented in conformity with GAAP. This etaént shall
be effective 60 days following the Securities am@¢tange Commission’s approval of the Public Company
Accounting Oversight Board amendments to AU Sedtibh, “The Meaning of Present Fairly in Conformitfith
General Accepted Accounting Principle$tie adoption of this pronouncement did not haveatenal impact on th
Company’s financial statements.

In May 2008, the FASB issued FASB Staff PositioR§P") APB 14-1, “Accounting for Convertible Debt
Instruments That May Be Settled in Cash upon Caieer(Including Partial Cash Settlement)” (“FSP APB
14-1"), which clarifies the accounting for convblé debt instruments that may be settled in casim gpnversion,
including partial cash settlement. FSP APB 14-Xk#i@s that an issuer of such instruments shoupduseely
account for the liability and equity componentshe instruments in a manner that reflect the issurem-
convertible debt borrowing rate when interest casésrecognized in subsequent periods. FSP APBid4ffective
for fiscal years beginning after December 15, 2@0®l retrospective application is required fopaltiods
presented. The Company is currently evaluatingptitential impact of the adoption of FSP APB 14-liten
previously issued financial statements. The Compapects to record approximately $3.0 million peaer in
non-cash interest expense related to its outstgratinvertible debt instruments beginning in thstfgquarter
of 2009.

In April 2008, the FASB issued FSP FAS 142-3, “Deti@ation of Useful Life of Intangible Assets” (“IPS
FAS 142-3"). FSP FAS 142-3 amends the factorsshatild be considered in developing the renewaktmnsion
assumptions used to determine the useful liferetagnized intangible asset under FAS 142, “Goddwidl Other
Intangible Assets.” FSP FAS 142-3 also requiresagpd disclosure related to the determinationtahigible asset
useful lives. FSP FAS 142-3 is effective for fisgahrs beginning after December 15, 2008. Earlleption is not
permitted. The Company is currently evaluatingghtential impact the adoption of FAS FSP 142-3 hélle on its
financial statements.
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In February 2008, the FASB issued FASB Staff Posifi57-1, “Application of FASB Statement No. 157 to
FASB Statement No. 13 and Other Accounting Pronemrents That Address Fair Value Measurements for
Purposes of Lease Classification or Measuremergnidtatement 13" (“FSP 157-1") and FSP 157-2, “&ffe
Date of FASB Statement No. 157" (“FSP 157-2"). BSH-1 amends SFAS No. 157 to remove certain leasing
transactions from its scope. FSP 157-2 delaysfteetre date of SFAS No. 157 for all non-financiaisets and
non-financial liabilities, except for items thataecognized or disclosed at fair value in therfgial statements on a
recurring basis. These nonfinancial items inclustets and liabilities such as reporting units messsat fair value
in a goodwill impairment test and nonfinancial assequired and liabilities assumed in a businesshination. Th
provisions of SFAS No. 157 were adopted by the Camgpas it applies to its financial instrumentéeetive
beginning January 1, 2008. The impact of adoptfd®BFAS No. 157 is discussed in Note 16, “Fair Vabfie
Financial Instruments.”

In December 2007, the FASB issued SFAS No. 141Rsltfiiess Combinations.” This Statement replaces
SFAS No. 141. SFAS No. 141R establishes princigtesrequirements for how the acquirer of a business
recognizes and measures in its financial statentbetslentifiable assets acquired, the liabililBssumed, and any
noncontrolling interest in the acquiree. SFAS N&LR also provides guidance for recognizing and oméag the
goodwill acquired in the business combination aetddnines what information to disclose to enabkrsisf the
financial statements to evaluate the nature arahfifal effects of the business combination. SFASIMAR is
effective for the Company’s business combinatiomsioafter January 1, 2009.

In February 2007, the FASB issued SFAS No. 159¢"“FFhir Value Option for Financial Assets and Finainc
Liabilities — Including an amendment of FASB Sta&hNo. 115.” SFAS No. 159 is effective for the Gmamy in
the fiscal year beginning January 1, 2008. SFAS1$8. permits an entity to choose to measure maxaydial
instruments and certain other items at fair valugpacified election dates. Subsequent unrealiaets@nd losses
items for which the fair value option has been teléavill be reported in earnings. SFAS No. 159 beeaffective il
the first quarter of fiscal 2008. The Company hefsatected to apply the fair value option to anytefinancial
instruments that are presently accounted for &t cos

3. Business Risks and Credit Concentration

Rambus operates in the intensely competitive semigctor industry, which has been characterizedrimep
erosion, rapid technological change, short protifectycles, cyclical market patterns, litigatioegarding patent at
other intellectual property rights, and heighteimrgdrnational and domestic competition. Significeethnological
changes in the industry could adversely affect afireg results.

Rambus markets and sells its chip interfaces t@arew base of customers and generally does notreequ
collateral. For the year ended December 31, 2@&nue from Fujitsu, NEC, Panasonic, Sony, Elxada, AMD
each individually accounted for 10% or more otdtal revenue, and in the aggregate, represent¥#dof Total
revenue. For the year ended December 31, 200 huevieom Fujitsu, Elpida, Qimonda and Toshiba each
individually accounted for 10% or more of its totavenue, and in the aggregate, represented 5%tabfevenue.
For the year ended December 31, 2006, revenueFRrgitsu, Elpida, Qimonda and Intel, each individyal
accounted for 10% or more of Rambus’ total reveand, in the aggregate, represented 53% of totahre.
Rambus expects that its revenue concentratiordedtease over time as Rambus licenses new customers

As of December 31, 2008 and 2007, Rambus’ cash,e@sivalents and marketable securities were ipdest
with two financial institutions in the form of caspate notes, bonds and commercial paper, moneyanfankds,
U.S. government bonds and notes, and municipal$and notes. The Company’s exposure to markefaisk
changes in interest rates relates primarily tinigestment portfolio. Rambus places its investmaeuitis high credit
issuers and, by policy, attempts to limit the amafreredit exposure to any one issuer. As statd@ambuspolicy,
it will ensure the safety and preservation of Ras\invested funds by limiting default risk and markiek. Rambu
has no investments denominated in foreign countryeacies and therefore is not subject to foreighange risk
from these assets.
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Rambus mitigates default risk by investing in higldit quality securities and by positioning itstfaio to
respond appropriately to a significant reductiom icredit rating of any investment issuer or guemarT he portfolio

includes only marketable securities with activeoselary or resale markets to enable portfolio ligyid

4. Marketable Securities

Rambus invests its excess cash primarily in U.8egunent agency and treasury notes, commerciakpape
corporate notes and bonds, money market funds amicipal notes and bonds that mature within thregry.

All cash equivalents and marketable securitieckssified as available-for-sale and are summaidsed

follows:

Money Market Fund

Municipal Bonds and Note
U.S. Government Bonds and No
Corporate Notes, Bonds, and Commercial P

Total cash equivalents and marketable secul

Cash

Total cash, cash equivalents and marketable sies

Money Market Fund

Municipal Bonds and Note
U.S. Government Bonds and No
Corporate Notes, Bonds, and Commercial P

Total cash equivalents and marketable secul

Cash

Total cash, cash equivalents and marketable sies
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December 31, 2008

Weighted
Unrealized Rate of
Fair Value Book Value Gain, net Return
(Dollars in thousands)
$110,73: $110,73: $ — 0.9(%
1,00( 1,00( — 3.85%
149,30 148,17¢ 1,12¢ 2.7%
79,30¢ 79,27" 33 3.0€%
340,34« 339,18! 1,15¢
5,50¢ 5,50¢ —
$345,85. $34469: $ 1,15¢
December 31, 2007
Weighted
Unrealized Rate of
Fair Value Book Value Gain, net Return
(Dollars in thousands)
$104,83¢ $104,83t $ — 4.82%
3,00¢ 3,00(¢ 8 4.81%
108,66( 108,56t 92 4.3%
219,73« 219,66¢ 66 4.9(%
436,23t 436,07. 16€
4,647 4,644 —
$440,88. $440,71¢ $ 16€
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Available-for-sale securities are reported at ¥aiue on the balance sheets and classified asvgillo

December 31 December 31

2008 2007

(Dollars in thousands)
Cash equivalent $ 110,73 $ 11474
Short term marketable securiti 229,61 321,49:
Total cash equivalents and marketable secul 340,34 436,23
Cash 5,50¢ 4,64
Total cash, cash equivalents and marketable s $ 34585 $ 440,88:

The estimated fair value of cash equivalents andketable securities classified by date of contralctoaturity
and the associated unrealized gain at Decemb&088, and December 31, 2007 are as follows:

As of Unrealized Gain, net
December 31 December 31 December 31 December 31
2008 2007 2008 2007

(In thousands)

Contractual maturity:
Due within one yea $ 22345¢ $ 36197 % 34t % 27
Due from one year through three ye 116,88t 74,26¢ 814 13¢

$ 340,34« § 436,23t $ 1,15¢  $ 16€

The unrealized gains, net, were insignificant latien to our total available-for-sale portfolioh& unrealized
gains, net, can be primarily attributed to a corabon of market conditions as well as the demamcfm duration
of the Company’s U.S. government bonds and noes.Nete 16, “Fair Value of Financial Instrumenftst, fair
value discussion regarding the Company’s cash atpnits and marketable securities.

5. Balance Sheet Detail:
Property and Equipment, net
Property and equipment, net is comprised of thevehg:

December 31,

2008 2007
(In thousands)

Computer equipmet $24,93. $ 24,44«
Computer softwar 35,98: 31,02¢
Leasehold improvemen 12,89: 12,63
Furniture and fixture 7,52¢ 7,00¢
Construction in progres 1,02¢ 2,21¢

82,35¢ 77,32¢
Less accumulated depreciation and amortize (60,069 (52,739

$22,29( $24,58:

Depreciation expense for the years ended Decenih@088, 2007 and 2006 was $11.3 million, $11. Zionil
and $11.2 million, respectively.
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Goodwill
Changes in the carrying value of goodwill for tbldwing years are as follows:

December 31,

2008 2007
(In thousands)
Beginning balance at Januar $4,45¢  $3,31f
Gooduwill acquired during the peric — 1,13¢
Ending balance at December $4,45¢  $4,45¢

Accumulated Other Comprehensive Income
Accumulated other comprehensive income is compii$ehe following:

December 31
2008 2007
(In thousands)

Accumulated other comprehensive incol

Foreign currency translation adjustments, netx $ 86 $ 25
Unrealized gain on available for sale securities,af tax 783 99
Total $86S  $124

As a result of providing a full valuation allowanekthe deferred tax assets in the U.S., the Comparersed
$0.4 million of unrealized gain (loss) previousicorded in other comprehensive income for the gaded
December 31, 2008.

6. Commitments and Contingencie:

Rambus leases its present office facilities in Aties, California, under an operating lease agregrtteough
December 31, 2010. As part of this lease trangactite Company provided a letter of credit restrigt
approximately $0.6 million of its cash as collatéoa certain obligations under the lease. The daskstricted as to
withdrawal and is managed by a third party sulfjeciertain limitations under the Company’s investirolicy.
The Company also leases a facility in Mountain Vi@alifornia, through November 11, 2009, which @@mpany
vacated during the fourth quarter of 2008 and Beasing at a rate equal to its rent associatdu tivé facility. The
Company leases a facility in Chapel Hill, North @lara through November 15, 2009, a facility for thempany’s
design center in Bangalore, India through Noverdh@012 and a facility in Tokyo, Japan through Ry 2010. In
addition, the Company also leases office facilittegarious international locations under non-céalule leases that
range in terms from month-to-month to one year.

On February 1, 2005, Rambus issued $300.0 millggregate principal amount of zero coupon convextibl
senior notes (the “convertible notes”) due Febrdar010 to Credit Suisse First Boston LLC and Belw Bank
Securities as initial purchasers who then sold:tirevertible notes to institutional investors. Ramblected to pay
the principal amount of the convertible notes istcevhen they are due. Subsequently, Rambus remadizatotal ¢
$140.0 million in face value of the outstandingwentible notes in 2005. During 2008, Rambus repaseld an
additional $23.1 million in face value of the oatstling convertible notes for $18.7 million whiclsuied in a gain
of $4.4 million. The convertible notes outstandasgof December 31, 2008 were $137.0 million ancevetassified
as a non-current liability in the accompanying aditsited balance sheets.
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As of December 31, 2008, Rambus’ material contedaibligations were:

Payment Due by Year
Total 2009 2010 2011 2012 Thereafter
(In thousands)

Contractual obligations(1)

Operating lease $ 15,54« $8,00¢ $ 6,45: $63C $45¢ $ —
Convertible note 136,95( — 136,95( — — —
Purchased software license agreemen 507 507 — — — —

Total $153,00: $8,51f $143,40: $63C $45¢ $ =

(1) The above table does not reflect possible paymertsnnection with uncertain tax benefits assodiatéh
FASB Interpretation No. (“FIN") 48 of approximateB®.6 million, including $7.7 million recorded as a
reduction of long-term deferred tax assets and 8ill®n in long-term income taxes payable, as of
December 31, 2008. As noted below in Note 10, “medraxes,” although it is possible that some of the
unrecognized tax benefits could be settled withenrtext 12 months, the Company cannot reasonatityste
the outcome at this tim

(2) Rambus has commitments with various software venftwmon-cancellable license agreements that géper
have terms greater than one year. The above taiyimarizes those contractual obligations as of Déeei81,
2008, which are also included on Rambus’ consadifalance sheets under current and other long-term
liabilities.

Rent expense was approximately $6.9 million, $6ilian and $6.0 million for the years ended Decembé,

2008, 2007 and 2006, respectively.

Deferred rent, included primarily in other long#teliabilities, was approximately $1.1 million andl.$ million
as of December 31, 2008 and December 31, 2007&cteply.

In connection with certain litigation taking plaiceGermany, the German courts have requestedhbat t
Company set aside adequate funds to cover poteotial cost claims. Accordingly, as of DecemberZ1Q7,
approximately $1.7 million was restricted as tohditawal, managed by a third party subject to ceftaiitations
under the Company’s investment policy and incluestricted cash, long-term, to cover the Gereurt
requirements. During 2008, the entire $1.7 millagdmestricted cash was released pursuant to an msleed by the
German courts.

Indemnifications

Rambus enters into standard license agreemertis wrtlinary course of business. Although Rambus doé
indemnify most of its customers, there are timesnan indemnification is a necessary means of daiisgness.
Indemnifications cover customers for losses suffeneincurred by them as a result of any paterydght, or othe
intellectual property infringement claim by anyrthparty with respect to Rambus’ products. The maxn amount
of indemnification Rambus could be required to makder these agreements is generally limited te feeeived b
Rambus. Rambus estimates the fair value of itsnimdfécation obligation as insignificant, based uptnhistory of
litigation concerning product and patent infringernelaims. Accordingly, Rambus has no liabilitiesorded for
indemnification under these agreements as of Deee3ith 2008 or December 31, 2007.

Several securities fraud class actions, privatelats and shareholder derivative actions were filestate and
federal courts against certain of the Company’serirand former officers and directors relatechiogtock option
granting actions. As permitted under Delaware Rambus has agreements whereby its officers andtdieeare
indemnified for certain events or occurrences wthikeofficer or director is, or was serving, at Ras request in
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such capacity. The term of the indemnification peiis for the officer’s or director’s term in sucapacity. The
maximum potential amount of future payments Randmusd be required to make under these indemni6oati
agreements is unlimited. Rambus has a directoo#frar insurance policy that reduces Rambus’ expesnd
enables Rambus to recover a portion of future ansarbe paid. As a result of these indemnificaigreements,
Rambus continues to make payments on behalf oéeuand former officers. As of December 31, 2008, t
Company had made payments of approximately $6.5omibn their behalf. As of December 31, 2007, @Gwnpan
had made payments of approximately $5.7 milliorth@ir behalf. These payments were recorded undss cd
restatement and related legal activities in thesobdated statements of operations.

7. Equity Incentive Plans and Stocl-Based Compensatiot
Stock Option Plans

The Company has three stock option plans underhwgriants are currently outstanding: the 1997 S@gton
Plan (the “1997 Plan”), the 1999 Non-statutory &tGption Plan (the “1999 Plan”) and the 2006 Equityentive
Plan (the “2006 Plan”). Grants under all plansdgfliy have a requisite service period of 60 montiasie straight-
line or graded vesting schedules (the 1997 and p88% only) and expire not more than ten yeans fiate of
grant. Effective with stockholder approval of tH#8 Plan in May 2006, no further awards are beiagerunder th
1997 Plan and the 1999 Plan but the plans willinaetto govern awards previously granted underetpdans.

The 2006 Plan was approved by the stockholdersap RB006. The 2006 Plan, as amended, provides dor th
issuance of the following types of incentive awalgsstock options; (ii) stock appreciation righ(si) restricted
stock; (iv) restricted stock units; (v) performarsteres and performance units; and (vi) other stodash awards.
This plan provides for the granting of awards aslthan fair market value of the common stock erdéite of grant,
but such grants would be counted against the ngaidimits of available shares at a ratio of 1.4.td’he Board of
Directors reserved 8,400,000 shares in March 2008$uance under this plan, subject to stockhageroval.
Upon stockholder approval of this Plan on May 1@, the 1997 Plan was replaced and the 1999 Pdan w
terminated. Those who will be eligible for awaraslar the 2006 Plan include employees, directorscandultants
who provide services to the Company and its aféiBaThese options typically have a requisite serperiod of
60 months, have straight-line vesting scheduled expire not more than ten years from date of gréime Board
expects that the number of shares reserved faanissuunder the 2006 Plan will be sufficient to apethe plan for
two years from its inception without having to reqtithe approval of additional shares from the Camgjs
stockholders. The Board will periodically reviewt@a share consumption under the 2006 Plan andmaéde a
request for additional shares as needed.

As of December 31, 2008, 2,556,984 shares of #@08)00 shares approved under the 2006 Plan remain
available for grant. The 2006 Plan is now Rambugdy plan for providing stock-based incentive conmgegion to
eligible employees, executive officers and non-aygé directors and consultants.
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A summary of shares available for grant under tbmg@any’s plans is as follows:

Shares Available

_ forGrant

Shares available as of December 31, Z 5,592,461
Additional shares reserv¢ 10,818,83
Stock options grante (2,397,85I)
Stock options forfeite: 4,879,81!
Stock options expired under former pl: (10,923,68)
Nonvested equity stock and stock units grau (103,38)
Shares available as of December 31, 2 7,866,20!
Stock options grante (3,202,801
Stock options forfeite 1,791,36.
Stock options expired under former pl: (1,523,09)
Nonvested equity stock and stock units grante (342,53)
Shares available as of December 31, Z 4,589,13
Stock options grante (1,884,49))
Stock options forfeite: 2,188,42;
Stock options expired under former pl: (1,359,48)
Nonvested equity stock and stock units grante (1,056,091
Nonvested equity stock and stock units forfeite: 79,50(
Total shares available for grant as of DecembefG23 2,556,98

(1) For purposes of determining the number of sharadadble for grant under the 2006 Plan against thgimum
number of shares authorized, each restricted gjanikted reduces the number of shares availablgrémt by
1.5 shares and each restricted stock forfeitecasms shares available for grant by 1.5 sh

During the fourth quarter of fiscal 2007, the Compaeversed approximately $2.1 million of liabilitglated to
variable options modifications to additional paideapital.

On October 18, 2007, the Company commenced a tefiger(the “Offer”) to certain of its employeesder
which they would be allowed to increase the exerpisce or choose a fixed period exercise terncéotain options
in order to avoid certain negative tax consequenoder Section 409A of the Internal Revenue Codkesamilar
state law. A total of 164 eligible option holdemsrticipated in the Offer. The Company acceptecafoendment
options to purchase an aggregate of 3,959,225sbatae Company’s Common Stock, of which optians t
purchase 781,178 shares of the Company’s Commark 8tere amended by making a fixed date election. In
connection with the surrender of those optionsafoendment, the Company has amended those optidhe on
expiration date of the Offer following the expitiof the Offer. There was no material incremeotahpensation
expense recognized as a result of the Offer.
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General Stock Option Information

The following table summarizes stock option acyivinder the 1997, 1999 and 2006 Plans for the yerated
December 31, 2008 and information regarding stgtlons outstanding, exercisable, and vested anelateq to
vest as of December 31, 2008.

Options Outstanding Weighted
Weighted Average
Average Remaining Aggregate
Number of Exercise Price Contractual Intrinsic
Shares per Share Term Value
(Dollars in thousands, except per share amount:

Outstanding as of December 31, 2( 26,027,51 $ 16.3(
Options grante: 2,397,85I 26.9¢
Options exercise (4,872,67) 11.3¢
Options forfeitec (4,879,81) 18.8(
Outstanding as of December 31, 2( 18,672,87 18.3:
Options grante: 3,202,801 18.7:
Options exercise (1,333,57) 8.4:
Options forfeitec (1,791,36) 22.8¢
Outstanding as of December 31, 2( 18,750,73  $ 20.17
Options grante: 1,884,49I 19.7C
Options exercise (1,873,06) 9.7(C
Options forfeitec (2,188,42) 20.97

Outstanding as of December 31, 2( 16,573,73 21.1¢ 5.3¢  $31,06¢

Vested or expected to vest at December 31, : 15,375,09 21.8¢ 5.41 23,82¢

Options exercisable at December 31, 2 11,016,40 22.4¢ 4.52 22,824

The aggregate intrinsic value in the table abopeasents the total pre-tax intrinsic value forhe-money
options at December 31, 2008, based on the $1%08ihg stock price of Rambus’ Common Stock on Dduen31,
2008 on the Nasdaq Global Select Market, which didwalve been received by the option holders haapditbn
holders exercised their options as of that date.tdtal number of in-the-money options outstanding exercisable
as of December 31, 2008 was 5,615,328 and 4,332,839ectively.
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The following table summarizes the information abstock options outstanding and exercisable as of
December 31, 2008:

Options Outstanding Options Exercisable

Weighted Weighted Weighted

Average Average Average
Range of Exercise Number Remaining Exercise Number Exercise
Prices Outstanding Contractual Life Price Exercisable Price
$2.50-$4.86 1,883,98. 261 $ 4.0 1,352,88° $ 4.61
$5.93-$14.18 1,731,73. 417 11.8C 1,508,58! 11.6:
$14.24- $15.67 1,884,46. 4.31 15.1¢ 1,367,06 15.1¢
$15.80- $17.95 1,799,52 5.9¢ 17.0C 1,354,14. 17.0¢t
$18.04- $18.62 350,83: 4.7: 18.2: 300,41¢ 18.22
$18.69- $18.69 1,711,54 8.0¢ 18.6¢ 662,23( 18.6¢
$19.13- $19.86 2,034,83! 8.8( 19.6¢ 503,32¢ 19.5¢
$20.31- $26.19 1,709,933 6.51 23.2¢ 1,057,33! 23.3i
$26.45- $37.66 2,208,62. 4.2¢ 32.65 1,843,633 33.3¢
$38.48- $92.62 1,258,27. 3.5¢ 58.62 1,066,78! 61.57
$ 2.50- $92.62 16,573,73 53¢ §$ 21.1¢ 11,016,40 $ 22.4¢

As of December 31, 2008, there was $50.2 milliototdl unrecognized compensation cost, net of eegec
forfeitures, related to unvested stock-based cosgtéom arrangements granted under the stock optéors. That
cost is expected to be recognized over a weightedage period of 2.7 years. The total fair valuemtfons vested
for the years ended December 31, 2008, 2007 angl\®88 $209.7 million, $262.0 million and $183.6lioil.

Employee Stock Purchase Plans

During the three year period ended December 318,26@ Company had two employee stock purchasesplan
the 1997 Employee Stock Purchase Plan (the “199¢hBae Plan”) and the 2006 Employee Stock Purdbiase
(the “2006 Purchase Plan”). The 1997 Purchase @tarded for offerings of four consecutive overlagpsix
month offering periods. Under the 1997 Purchase,Rlimployees were able to purchase stock at therloi85%
of the fair market value on the first day of ther@dnth offering period (the enrollment date), ar pfurchase date
(the exercise date). Employees generally were lletta purchase more than the number of sharesgavwalue
greater than $25,000 in any calendar year, as meghatithe beginning of the offering period.

The 1997 Purchase Plan terminated effective wighQhtober 31, 2007 purchase date in accordancetwith
governing documents and no further grants will lzelen

In March 2006, the Company adopted the 2006 Empl&teck Purchase Plan, as amended @086 Purchas
Plan”) and reserved 1,600,000 shares, subjecoukisblder approval which was received on May 1@&20
Employees generally will be eligible to participaethis plan if they are employed by Rambus forenthan
20 hours per week and more than five months iscafiyear. The 2006 Purchase Plan provides fansixth
offering periods, with a new offering period comrog on the first trading day on or after May 1 &wlvember 1
of each year. Under this plan, employees may psektock at the lower of 85% of the beginning efaffering
period (the enrollment date), or the end of eadérioig period (the exercise date). Employees géigaray not
purchase more than the number of shares havinlya geeater than $25,000 in any calendar year,easured at
the purchase date.

During the year ended December 31, 2008, the Coyniganed 334,929 shares under the 2006 Purchaseat
a weighted average price of $11.87 per share. Duhie years ended December 31, 2007 and 2006 cimp&hy
issued 77,146 shares and 208,820 shares, respgctiva weighted average price of $10.88 each yeder the
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now expired 1997 Purchase Plan. As of Decembe?@®18, 1,265,071 shares remain available for issuander th
2006 Purchase Plan. As of December 31, 2008, thase$0.7 million of total unrecognized compensatiost
related to share-based compensation arrangememtiedrunder the 2006 Purchase Plan. That cospected to be
recognized over four months.

Stock-Based Compensation
Stock Options

During the years ended December 31, 2008 and Zdvibus granted 1,884,490 and 3,202,800 stock aption
respectively, with an estimated total gralate fair value of $21.3 million and $39.4 milliaespectively. During tt
years ended December 31, 2008, 2007 and 2006, Ramaberded sto-based compensation related to stock
options of $32.9 million, $42.3 million and $38.1llilan, respectively.

The effect of recording stock-based compensatiothi®years ended December 31, 2007 and 2006 eslad
$4.1 million and $1.1 million charge, respectivelgsulting from the Company’s modifying the ternfis o
approximately 200 stock option grants to officelisectors and employees, by offering an extensfaime to
exercise in connection with the Offer discussedeuri§tock Option Plans” above.

The total intrinsic value of options exercised #a6.7 million, $15.2 million and $110.2 million ftlie years
ended December 31, 2008, 2007 and 2006, respsctimginsic value is the total value of exercisttares based
the price of the Company’s Common Stock at the tinexercise less the cash received from the eneployo
exercise the options.

During the years ended December 31, 2008, 2002@06, proceeds from employee stock option exercises
totaled approximately $18.2 million (of which $0rBllion was included in prepaid and other assetsfas
December 31, 2008 and was subsequently receivéghimary 2009), $11.2 million and $55.3 million pestively.

There were no tax benefits realized as a resudhgiloyee stock option exercises, stock purchase pla
purchases, and vesting of equity stock and stoitk tor the years ended December 31, 2008, 2002666
calculated in accordance with SFAS No. 123(R).

Employee Stock Purchase Plans

During the years ended December 31, 2008, 2002@068, Rambus recorded stosised compensation rela
to employee stock purchase plans of $1.8 milli&8,800 and $1.1 million, respectively. During 208% Compan
reversed approximately $0.8 million of compensa#spense due to a change in estimate of expectedtadions.

Valuation Assumptions

Rambus estimates the fair value of stock optioirsguthe Black-Scholes-Merton model (“BSM”). Thistie
same model which it previously used in preparisgib forma disclosure required under SFAS No. Thg BSM
model determines the fair value of stock-based eoraation and is affected by Rambus’ stock prictherdate of
the grant as well as assumptions regarding a nuoflieghly complex and subjective variables. Theasgables
include expected volatility, expected life of theaad, expected dividend rate, and expected risk4fage of return.
The assumptions for expected volatility and expkéife are the two assumptions that significanffget the grant
date fair value. If actual results differ signifity from these estimates, stock-based compensetipanse and
Rambus’ results of operations could be materiatipacted.
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The fair value of stock awards is estimated asefgrant date using the BSM option-pricing modslasing a
dividend yield of 0% and the additional weighteamge assumptions as listed in the following tables

Stock Option Plans for Years Ended December 3.

2008 2007 2006
Stock Option Plan
Expected stock price volatilit 63%-114% 53%-69% 61%-78%
Risk free interest rai 2.1%-3.3% 3.5%-4.9% 4.4%-5.0%
Expected term (in year 5.3 6.2 6.2-6.6
Weighte-average fair value of stock options grar $11.32 $12.29 $17.51

Employee Stock Purchase Plan for
Years Ended December 31,

2008 2007 2006(1)
Employee Stock Purchase P
Expected stock price volatilit 58%-103% 64% —
Risk free interest rai 1.1%1.7% 4.2% —
Expected term (in year 0.5 0.5 —
Weightec-average fair value of purchase rights granted utigdepurchase ple $5.06 $6.62 —

(1) No grants were made under the employee stock psegblan in 200¢€

Expected Stock Price Volatilityln accordance with the guidance in Staff AccaupBulletin (“SAB”)
No. 107, given the volume of market activity infitsrket traded options greater than one year, Raméterminet
that it would use the implied volatility of its nest-to-the-money traded options. The Company bedi¢hat the use
of implied volatility is more reflective of markebnditions and a better indicator of expected vidiathan
historical volatility. If there is not sufficientolume in its market traded options, the Company wgié an equally
weighted blend of historical and implied volatility

Risk-free Interest Rate:Rambus bases the risk-free interest rate usgeiBSM valuation method on implied
yield currently available on the U.S. Treasury -coupon issues with an equivalent term. Where fipeeed terms
of Rambus’ stock-based awards do not corresportdthé terms for which interest rates are quotedhiiRes used
the nearest rate from the available maturities.

Expected Term: The expected term of options granted represhatpériod of time that options granted are
expected to be outstanding. Prior to the adoptfd®FAS No. 123(R), the Company used only historizh to
estimate option exercise and employee terminatitimmthe model. For the years ended December @17 2nd
2006, the average expected life was determinedy@sMonte Carlo simulation model.

In the first quarter of 2008, the Company changedniethodology for determining estimated expeatech tfor
employee stock options from the Monte Carlo simaokatnodel to observed historical exercise pattefhe. change
in methodology resulted from an analysis of obsgistorical exercise patterns which better appnaes the
actual expected term. The impact of this changeneasignificant to the Company’s results from @iems.

The expected term of ESPP grants is based updangth of each respective purchase period.

Nonvested Equity Stock and Stock Units

For the year ended December 31, 2008, Rambus dgrantesested equity stock units to certain officard
employees, totaling 704,064 shares under the 2@06 Phese awards have a service condition, gdperakervice
period of four years, except in the case of gremtiirectors, for which the service period is oeary The nonvested
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equity stock units were valued at the date of ggarihg them a fair value of approximately $12.8liomn. As of
December 31, 2008, 48,000 nonvested equity stoitk which were granted in 2008 to its chief exegatfficer
with vesting subject to the achievement of cerparformance conditions related to revenue goalso#imet factors
were cancelled. The Company did not recognize anypensation expense for these performance eqoitk siits
since the Company did not believe that the perfogeaonditions would be met.

For the three years ended December 31, 2008, 20072006, Rambus recorded stock-based compensation
expense of approximately $3.1 million, $2.4 milliand $1.3 million, respectively, related to allstanding
unvested equity stock grants. Beginning in 200&mensation expense was adjusted for an estimdtefeitures
for non performance-based grants, based on managsrfigure expectations. Unrecognized stock-based
compensation related to all nonvested equity sgpakts, net of an estimate of forfeitures, was axprately
$11.7 million at December 31, 2008. This cost igexted to be recognized over a weighted averagedoef
2.9 years.

The following table reflects the activity relatedrtonvested equity stock and stock units for theelyears
ended December 31, 2008:

Weighted-

Average

Grant-Date

Nonvested Equity Stock and Stock Unit Shares Fair Value
Nonvested at December 31, 2(C — % —
Granted 103,38 35.1:
Vested (29,617 32.6:2
Forfeited —
Nonvested at December 31, 2C 73,770 $ 36.1¢
Granted 228,35! 18.8¢
Vested (57,949 30.0¢
Forfeited — —
Nonvested at December 31, 2(C 24417 $ 21.4]
Granted 704,06 17.91
Vested (74,177 21.9¢
Forfeited (53,000 19.8¢
Nonvested at December 31, 2C 821,060 $ 18.4¢

8. Stockholders Equity
Preferred and Common Stock

In February 1997, Rambus established a Stockh&dgts Plan pursuant to which each holder of Rambus
Common Stock shall receive a right to purchasetbonasandth of a share of Series E Preferred Stack125 per
right, subject to a number of conditions. Suchtsgire subject to adjustment in the event of acedseor
commencement of a tender offer not approved bythad of Directors. In July 2000, the Rambus Bazrd
Directors agreed to restate the exercise pric&@® $er right in an Amended and Restated Pref&@hades Rights
Agreement. In November 2002, the Rambus Board mfdbors agreed to restate the exercise price t@p&6€ght ir
an Amended and Restated Preferred Shares Rightehgnt.
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Share Repurchase Program

In October 2001, Rambus’ Board of Directors (th@dBl1") approved a share repurchase program of its
Common Stock, principally to reduce the dilutivéeet of employee stock options. To date, the Bdwslapproved
the authorization to repurchase up to 19.0 milibares of the Company'’s outstanding Common Stoek aw
undefined period of time. For the year ended Deearh, 2008, the Company repurchased approximately
3.6 million shares with an aggregate price of $48ilion. As of December 31, 2008, Rambus had reppased a
cumulative total of approximately 16.8 million sharof its Common Stock with an aggregate priceppf@aximately
$233.8 million since the commencement of this progrAs of December 31, 2008, there remained arnanding
authorization to repurchase approximately 2.2 oilkhares of Rambus’ outstanding Common Stock.

Rambus records stock repurchases as a reductgiadicholders’ equity. As prescribed by Accounting
Principles Board (“APB”) Opinion No. 6, “Status Atcounting Research Bulletins,” Rambus recordsrégoof
the purchase price of the repurchased sharesiasraase to accumulated deficit when the cost@ftiares
repurchased exceeds the average original procezdshare received from the issuance of Common SEekng
the year ended December 31, 2008, the cumulatige pf the shares repurchased exceeded the procss=iged
from the issuance of the same number of shareseXdess of $44.2 million was recorded as an iner&as
accumulated deficit for the year ended DecembeRBQ8. During the year ended December 31, 2007C tmepany
did not repurchase any Common Stock.

9. Benefit Plans

Rambus has a 401(k) Profit Sharing Plan (the “4PR{&n") qualified under Section 401(k) of the hmiz!
Revenue Code of 1986. Each eligible employee megt &b contribute up to 60% of the employee’s ahnua
compensation to the 401(k) Plan, up to the InteRelenue Service limit. Rambus, at the discretfatsdoard of
Directors, may match employee contributions to4@#(k) Plan. The Company matches 50% of eligiblplegee’s
contribution, up to the first 6% of an eligible eloyee’s qualified earnings. For the years ended Decethe2008
2007 and 2006, Rambus made matching contributmtatirtg approximately $1.3 million, $1.3 milliona@n
$1.1 million, respectively.

10. Income Taxes
The provision for (benefit from) income taxes isngrised of:
Years Ended December 31

2008 2007 2006
(In thousands)

Federal.
Current $ (615 $ — $ (859
Deferred 105,08: (18,697 (9,339
State:
Current (1,079 2 (21¢)
Deferred 20,39t (2,982) (1,909
Foreign:
Current 74¢ 1,17¢ 42¢
Deferred (289) (191) —

$124,25. $(20,69) $(11,889)
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The differences between Rambefective tax rate and the U.S. federal statutegutar tax rate are as follow

Provision (benefit) at U.S. federal statutory 1
Provision (benefit) at state statutory r

R&D credit

Executive compensatic

Non-deductible stoc-based compensatic
Other

Valuation allowanct

The components of the net deferred tax assetssefmlaws:

Deferred tax asset
Deferred revenu
Depreciation and amortizatic
Other liabilities and reserv
Employee stoc-based compensatic
Deferred equity compensatis
Net operating loss carryove
Tax credits
Total deferred tax asse
Valuation Allowance

Years Ended December 31

2008 2007 2006

(35.0% (35.0% (35.0%
G4% (5.5% (5.5%
76% (2.9)% (8.9%
0.1% (2.7% 1.2%
14% 1.0% 1.4%
0.1% 2.1% 0.3%
219.9% —% —%

173.% (42.9% (46.9%

December 31,
2008 2007
(In thousands)

$ 27 $ 187
16,20¢ 19,01¢

6,237 12,41(
59t 594
54,13¢ 47,45:

46,01¢ 19,38(
32,75¢ 28,76¢
$155,97¢ $127,80
(154,03) —
$  1,94f  $127,80

As of December 31, 2008, the Company’s consolidatdance sheet included net deferred tax assdtsebe
valuation allowance, of approximately $156.0 milliavhich consists of net operating loss carryoviees credit
carryovers, depreciation and amortization, emplateek-based compensation expenses and certailitieab
During the quarter ended June 30, 2008, the Companoyded a nowash income tax provision of $130.5 millior
establish a valuation allowance. Management pearadigi evaluates the realizability of the Companyés deferred
tax assets based on all available evidence, batitiy@mand negative. The realization of net defétex assets is
solely dependent on the Company’s ability to geteesafficient future taxable income during perigdi®r to the

expiration of tax statutes to fully utilize thesssats.

During the quarter ended June 30, 2008, the Compaighed both positive and negative evidence and
determined that there is a need for the valuatilomvance due to the existence of three years abhézal cumulative
losses and a revised forecast that projected flisses from operations in the U.S., which the Camyponsidered
significant verifiable negative evidence. Thouginsidered positive evidence, projected income franofable
patent and related settlement litigation were nofuided in the determination for the valuationwbmce due to the
Company’s inability to reliably estimate the timiagd amounts of such settlements. The Companydaten
maintain the valuation allowance until sufficiemtsitive evidence exists to support reversal ofviddeation

allowance.
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As of December 31, 2008, Rambus has federal atel ¢4 operating loss carryforwards for income tax
purposes of $204.7 million and $189.7 million, respvely, which begin to expire in 2014. As of Dedger 31,
2008, Rambus has federal and state research aptbgment tax credit carryforwards for income taxgmses of
$22.5 million and $12.0 million, respectively. Tlegleral research and development tax credit camgals begin
to expire in 2012 and the state tax credit canavgex forward indefinitely.

Pursuant to Footnote 82 of SFAS No. 123(R), taxbaities related to stock option windfall deductishsuld
not be recorded until they result in a reductiocagh taxes payable. Starting in 2006, the Comparignger
includes net operating losses attributable to stgtlon windfall deductions as components of itssgrdeferred tax
assets. The Company’s unrealized federal and s¢ateperating losses excluded as of December 3B 2@re
$88.9 million and $94.6 million, respectively. Thenefit of these net operating losses will be réedrto additional
paid-in capital when they reduce cash taxes payable

As of December 31, 2008, the Company had $9.6anillif unrecognized tax benefits, including $6.9ionil
recorded as a reduction of long-term deferred $sets, which is net of approximately $0.8 millidrfexleral tax
benefits, and including $1.9 million in long-terncome taxes payable. If recognized, approximatelg #illion
would be recorded as an income tax benefit in tmsalidated statements of operations. As of Dece®ibe2007,
the Company had $14.0 million of unrecognized tamdiits, including $8.5 million recorded as a raaucof long-
term deferred tax assets, which is net of approtétn&2.6 million of federal tax benefits, and inding
$2.9 million in long-term income taxes payable.

A reconciliation of the beginning and ending amsusftunrecognized income tax benefits for the yeated
December 31, 2008 is as follows (amounts in thodsan

Years Ended
December 31,

2008 2007

Balance at January $14,00f  $12,39¢
Tax positions related to current ye

Additions 97¢ 1,61(
Tax positions related to prior yea

Reductions (304) —

Settlement: (5,06€) —
Balance at December . $ 9,61  $14,00¢

During 2008, the Company reduced its unrecogniardénefits by $5.1 million related to a settlemeith the
California Franchise Tax Board. Although it is pb$sthat some of the unrecognized tax benefitdctba settled
within the next 12 months, the Company cannot nealsly estimate the outcome at this time.

Rambus recognizes interest and penalties relateddertain tax positions as a component of themetax
provision (benefit). At December 31, 2008 and Delgen81, 2007, an insignificant amount of interewt penalties
are included in long-term income taxes payable.

Substantially all of the Company’s income is getedtan the U.S. At December 31, 2008, no deferageg
have been provided for any portion of the approxatye$2.6 million of undistributed earnings of tBempany’s
international subsidiaries, since these earnings baen, and under current plans will continuegtopermanently
reinvested in these subsidiaries. The amount of t&>&hat would be required upon repatriationhaf Company’'s
undistributed foreign earnings would be immateagbf December 31, 2008. The Company’s operatiohgdia
currently operate under a tax holiday, which wxpee in 2010.

Rambus files U.S. federal income tax returns a$ agincome tax returns in various states anddorei
jurisdictions. Rambus is currently under a payeathmination by the Internal Revenue Service forydmrs ende
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December 31, 2004 and 2005. The Company is alserend@mination by the California Franchise Tax Bdar the
fiscal year ended March 31, 2003 and the yearsceDéeember 31, 2003 and 2004. Although the outcoinagy
tax audit is uncertain, the Company believes itdtexjuately provided for any additional taxes thay be required
to be paid as a result of such examinations. IGbmpany determines that no payment will ultimateyrequired,
the reversal of these tax liabilities may resultain benefits being recognized in the period winet tonclusion is
reached. However, if an ultimate tax assessmemtegiscthe recorded tax liability for that item, aditional tax
provision may need to be recorded. The impact offi suljustments in the Company’s tax accounts coale a
material impact on the consolidated results of afi@ns in future periods. The Company is subjeexamination
by the IRS for tax years ended 2005 through 2006@. Company is also subject to examination by thageSif
California for tax years ended 2004 through 20@7addition, any R&D credit carryforward generategrior years
and utilized in these or future years may alsoutgest to examination by the IRS and the Stateaff@nia. The
Company is also subject to examination in variaheiojurisdictions for various periods.

In the event of a change in ownership, as defimetbufederal and state tax laws, Rambus’ net operliss
and tax credit carryforwards could be subject touah limitations. The annual limitations could ritso the
expiration of the net operating loss and tax credityforwards prior to utilization.

11. Earnings (Loss) Per Share

Earnings (loss) per share is calculated in accaaanth, SFAS No. 128, “Earnings Per Share”. Basitings
(loss) per share is calculated by dividing theinedme (loss) by the weighted average number ofncomshares
outstanding during the period. Diluted earningsg)ger share is calculated by dividing the eas{fags) by the
weighted average number of common shares and pibgwiilutive securities outstanding during theipé.
Potentially dilutive common shares consist of ince@tal common shares issuable upon exercise & sfmions,
employee stock purchases, restricted stock andatest stock units and shares issuable upon theersion of
convertible notes. The dilutive effect of the cortide notes is calculated under the if-convertestiod. The
dilutive effect of outstanding shares is refleatediluted earnings per share by application ofttbasury stock
method. This method includes consideration of theunts to be paid by the employees, the amountagss tax
benefits that would be recognized in equity if ifgtrument was exercised and the amount of unrézedstock-
based compensation related to future services.dtenfial dilutive common shares are included indbeputation
of any diluted per share amount when a net losspisrted.

The following table sets forth the computation asic and diluted loss per share:

Years Ended December 31,
2008 2007 2006
(In thousands, except per share amount:

Numerator:

Net loss $(195,92) $(27,66¢9) $(13,81¢)
Denominator

Weighted average shares used to compute basit 104,57: 104,05¢ 103,04¢

Dilutive potential shares from stock options, E&PE nonvested equity
stock and stock uni — — _

Weighted average shares used to compute dilutec 104,57: 104,05¢ 103,04¢
Net loss per shari

Basic $ (@87) $ (0279 $ (0.19

Diluted $ (18) $ (0.27) $ (0.19

For all periods presented, approximately 5.1 millihares that would be issued upon the convergitireo
contingently issuable convertible notes were exatlifiilom the calculation of earnings per share bez#uwe
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conversion price was higher than the average marieg of the Common Stock during this period. tharyears
ended December 31, 2008, 2007 and 2006, optiopgrthase approximately 11.0 million, 9.8 milliordan

8.2 million shares, respectively, were excludednftbe calculation because they were anti-dilutiiteraonsidering
proceeds from exercise, taxes and related unrepedystock-based compensation expense. For thegdad
December 31, 2008, an additional 2.8 million shareduding nonvested equity stock and stock utiitat would be
dilutive have been excluded from the weighted ayewdilutive shares because there was a net loskdqeriod.
For the year ended December 31, 2007, an addit®Bahillion shares, including nonvested equitycktand stock
units, that would be dilutive have been excludednfthe weighted average dilutive shares because s a net
loss for the period.

12. Business Segments, Exports and Major Customers

Rambus operates in a single industry segment,eahigid, development and licensing of chip interface
technologies and architectures. Six customers ateduor 19%, 14%, 12%, 11%, 11% and 11% respdgtioé
revenue in the year ending December 31, 2008. Eimstomers accounted for 20%, 15%, 15%, and 10%,
respectively, of revenue in the year ended Decer@bge2007. Four customers accounted for 18%, 1224 and
10%, respectively, of revenue in the year endeceBwer 31, 2006. See Note 3, “Business Risks anditCre
Concentration”, for the names of the customers whitcounted for more than 10% of revenue in eatheofears.
Rambus expects that its revenue concentratiordedtease over the long term as Rambus licensesusamers.

Rambus sells its chip interfaces and licenses $tooers in the Far East, North America, and EurBgeenue
is attributed to individual countries accordinghe countries in which the licensees are headqeart®evenue
from customers in the following geographic regiorese recognized as follows:

Years Ended December 31,

2008 2007 2006
(In thousands)

Japar $115,20: $124,66: $119,88:
North America 23,87( 26,44’ 49,18¢
Taiwan 565 1,43¢ 97t
Korea 90C 61¢€ 1,15¢
Singapore 367 58¢ —
Europe 1,59( 26,19: 24,12

$142,49:  $179,94(  $195,32:

At December 31, 2008, of the $22.3 million of tdaigdived assets, approximately $19.3 million are ledat
the United States, $2.4 million are located in #naind $0.6 million were located in other foreigedtions. At
December 31, 2007, of the $24.6 million of totaldelived assets, approximately $20.2 million wereated in the
United States, $3.6 million were located in Indial 0.8 million were located in other foreign Idoas.
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13. Amortizable Intangible Assets

The components of the Company’s intangible assets Becember 31, 2008 and December 31, 2007 veere a

follows:
As of December 31, 200
Gross Carrying Accumulated Net Carrying
Amount Amortization Amount
(In thousands)
Patents $ 9941 $ (5,527)) $ 4,41«
Intellectual propert 10,38¢ (9,52%) 857
Customer contracts and contractual relations 4,00( (2,22¢9) 1,77¢
Existing technolog! 2,70C (2,507%) 197
Non-competition agreemel 10C (100) —
Total intangible asse $ 27,128 $ (19,88) $ 7,244
As of December 31, 200
Gross Carrying Accumulated Net Carrying
Amount Amortization Amount
(In thousands)

Patents $ 9941 $ (4,367 $ 5,57¢
Intellectual propert 10,08¢ (7,759 2,32t
Customer contracts and contractual relations 8,00( (3,349 4,65¢
Existing technolog! 2,70C (1,82¢) 872
Non-competition agreeme! 10C (90) 10
Total intangible asse $ 30,82 $ (17,389 $ 13,44

Amortization expense for intangible assets forytbars ended December 31, 2008, 2007 and 2006 was
$4.3 million, $5.3 million and $5.2 million, respiaely.

During the third quarter of 2008, based on commativa it received from a customer, the Companyrdetesc
that approximately $2.2 million of its intangiblsesets had no alternative future use and was inthage result of a
customer’s change in technology requirements. fitengible asset relates to a contractual relatipretquired in
the Velio acquisition during December 2003.

The estimated future amortization expense of iritdagssets as of December 31, 2008 was as follows
(amounts in thousands):

Years Ending December 31 Amount
2009 $2,70¢
2010 1,521
2011 1,19:
2012 921
Thereatftel 901

$7,24¢
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14. Convertible Notes

On February 1, 2005, Rambus issued $300.0 millggregate principal amount of zero coupon convextibl
senior notes due February 1, 2010 to Credit StBseBoston LLC and Deutsche Bank Securities jmigate
offering that were then sold to institutional inias.

The convertible notes are unsecured senior obdigatiranking equally in right of payment with allRambus’
existing and future unsecured senior indebtedresssenior in right of payment to any future in@eloiess that is
expressly subordinated to the convertible notes.

The convertible notes are convertible at any timer o the close of business on the maturity diatie in
respect of each $1,000 principal of convertibleesot

« cash in an amount equal to the lesse
(1) the principal amount of each note to be com¢eand

(2) the “conversion value,” which is equal to (a) tippléicable conversion rate, multiplied by (b) the
applicable stock price, as define

« if the conversion value is greater than the priacgmount of each note, a number of shares of Rambu
Common Stock (the “net shares”) equal to the sutheflaily share amounts, calculated as defined.
However, in lieu of delivering net shares, Ramlaists option, may deliver cash, or a combinatibnash
and shares of its Common Stock, with a value etutile net shares amou

The initial conversion price is $26.84 per shar€ofmmon Stock (which represents an initial coneersate of
37.2585 shares of Rambus Common Stock per $1,006 gl amount of convertible notes). The initiahwersion
price is subject to adjustment as defined.

The convertible notes are carried at face valuig@eaember 31, 2008, 2007 and 2006 due to the cétdnsent
feature. The convertible notes are subject to @mase in cash in the event of a fundamental chisvgéving
Rambus at a price equal to 100% of the principalarh Rambus may be obligated to pay an additiprexhium
(payable in shares of Common Stock) in the evanttmnvertible notes are converted following a fundatal
change. The premium is based on numerous factdrsa@rd be up to 33% per $1,000 principal amount of
convertible notes.

Upon the occurrence of an event of default, RambhBgations under the convertible notes may become
immediately due and payable. An event of defaulteiined as:

« default in the payment when due of any principady of the convertible notes at maturity, uporreise of
a repurchase right or otherwis

« default in the payment of liquidated damages, ¥f, avhich default continues for 30 da

 default in Rambus’ obligation to provide noticetiog occurrence of fundamental change when reqbiyed
the indenture

« failure to comply with any of Rambus’ other agreatsdn the convertible notes or the indenture upon
receipt of notice to it of such default from thesiree or to Rambus and the trustee from holdemstdess
than 25% in aggregate principal amount at matwifithe convertible notes, and Rambus fails to ¢are
obtain a waiver of) such default within 60 day®aift receives such notic

« failure to pay when due the principal of, or accatien of, any indebtedness for money borrowed agnBus
or any of its subsidiaries in excess of $30.0 millprincipal amount, if such indebtedness is nstltrged,
or such acceleration is not annulled, by the eral périod of ten days after written notice to Ramby the
trustee or to Rambus and the trustee by the hotdexsleast 25% in principal amount of the outdiag
convertible notes; ar

« certain events of bankruptcy, insolvency or reoizmtion relating to Rambu

Rambus may not redeem the convertible notes mrithreir maturity date.
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During 2005, Rambus repurchased $140.0 million fedee of the outstanding convertible notes, foriee of
approximately $113.0 million, leaving a net balan€&160.0 million at December 31, 2005. These refpases
were financed from Rambus’ investment portfolio tiéé time of the issuance, Rambus recorded $7lBmof
related note issuance costs in long-term othet@sskated to these repurchases, which was subsiiygueduced to
$4.2 million. There is no amortization of note iasae costs in 2008 and 2007 due to the acceleratftite
remaining amortization into the fourth quarter 608 in connection with the notice of acceleratielative to the
convertible notes as discussed below. For the greded December 31, 2006 Rambus recorded amortizatjpense
of $3.2 million.

On August 17, 2006, Rambus received a notice afulefrom U.S. Bank National Association, as trestine
“Trustee”) for the convertible notes. The noticeaated that the Company'’s failure to file its FariQ for the
quarter ended June 30, 2006 constituted a defad&nSections 7.2 and 14.1 of the indenture, dadeuf
February 1, 2005 between Rambus and the Trusteél(itienture”). The notice stated that per Sec@idnof the
Indenture, if Rambus did not cure the default witkixty days of August 17, 2006, an event of defawluld occur.
On October 25, 2006, Rambus received a notice fhanTrustee stating that since the Company hadured the
default that had been asserted by the Trusteenntitiei sixty day cure period, an event of default imafact occurre:
as of October 16, 2006. On January 22, 2007, Ramdwa$ved an additional notice of default from Thastee
relating to the Company’s failure to file its Fof@-Q for the quarter ended September 30, 2006.uiyr31, 2007,
Rambus received a notice of acceleration from thust€e stating that under direction received fratdérs of more
than 25% in aggregate principal amount of the auting convertible notes, the Trustee was declahaginpaid
principal plus accrued interest and unpaid liquedadamages immediately due and payable. As of Deee81,
2006, Rambus had reclassified the aggregate pahaipount of the convertible notes of $160.0 nilfcom non-
current liabilities to current liabilities and refited them as due in less than one year.

On September 20, 2007, Rambus received a notioetfte Trustee for the convertible notes, rescindlirg
acceleration of the convertible notes containetthénletter from the Trustee dated July 31, 2007veaiding all
existing Events of Default as defined in the Indeat The notice indicated that the Trustee hadvedealirection
from holders holding a majority in aggregate priatiamount of the convertible notes outstandingadve all
existing Events of Default and to rescind the amraion of the convertible notes. As of December2RD7, the
convertible notes were reclassified to ranrent liabilities in the accompanying consolidelbalance sheet since
Company became current with its SEC filings in ®eto2007.

As of December 31, 2008, the Company repurchasgazipately $23.1 million of convertible notes for
$18.7 million which resulted in a net gain of $dlion, included in interest and other income, imethe
consolidated statement of operations. As of Decer@bge2008, approximately $137.0 million in facdueof the
convertible notes remain outstanding.

15. Litigation and Asserted Claims
Hynix Litigation
U.S District Court of the Northern District of Cidrnia

On August 29, 2000, Hynix (formerly Hyundai) andiwas subsidiaries filed suit against Rambus in the
U.S. District Court for the Northern District of [farnia. The complaint, as amended and narroweautiph motion
practice, asserts claims for fraud, violationsemfdral antitrust laws and deceptive practices imeotion with
Rambus’ participation in a standards setting orzgtion called JEDEC, and seeks a declaratory judgthat the
Rambus patents-in-suit are unenforceable, invaldireot infringed by Hynix, compensatory and pumitdamages,
and attorneys’ fees. Rambus denied Hynix’s claintsfded counterclaims for patent infringement agaiHynix.

The case was divided into three phases. In thepfivase, Hynix tried its unclean hands defensenpégg on
October 17, 2005 and concluding on November 1, 2008s January 4, 2006 Findings of Fact and Qasiohs of
Law, the court held that Hynix’s unclean hands dséefailed. Among other things, the court found tambus did
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not adopt its document retention policy in badnfaitid not engage in unlawful spoliation of evidepand that whil
Rambus disposed of some relevant documents pursudstdocument retention policy, Hynix was nagjpdiced
by the destruction of Rambus documents. On Jar@®r2009, Hynix filed a motion for reconsideratiwithe
court’s unclean hands order and for summary judgmenhe ground that the decision by the Delawaretdn the
pending Micron-Rambus litigation (described belahpuld be given preclusive effect. In its motionnisky
requested alternatively that the court’s unclearmdbaorder be certified for appeal and that the nedea of the case
be stayed. Rambus filed an opposition to Hysixiotion on January 26, 2009, and a hearing wakdmelanuary 3!
2009. On February 3, 2009, the court denied Hymixiions and restated its conclusions that Rambdsbt
anticipated litigation until late 1999 and that likhad not demonstrated any prejudice from anygelfiedestruction
of evidence.

The second phase of the Hynix-Rambus trial — oergdhfringement, validity and damages — began on
March 15, 2006, and was submitted to the jury onlAi3, 2006. On April 24, 2006, the jury returnederdict in
favor of Rambus on all issues and awarded Rambatsileof approximately $307 million in damages, lering
prejudgment interest. Specifically, the jury fouhdt each of the ten selected patent claims wasostgul by the
written description, and was not anticipated ode¥ad obvious by prior art; therefore, none ofgatent claims
were invalid. The jury also found that Hynix infged all eight of the patent claims for which theyjwas asked to
determine infringement; the court had previousliedmined on summary judgment that Hynix infringked bther
two claims at issue in the trial. On July 17, 200, court granted Hynix’s motion for a new trial the issue of
damages unless Rambus agreed to a reduction tfttigury award to approximately $134 million. Tbeurt founc
that the record supported a maximum royalty raté%ffor SDR SDRAM and 4.25% for DDR SDRAM, whicteth
court applied to the stipulated U.S. sales of mgfing Hynix products through December 31, 2005.J0Ig 27, 200€
Rambus elected remittitur of the jusyaward to approximately $134 million. On August 3006, the court award
Rambus prejudgment interest for the period Jun@@30 through December 31, 2005. Hynix filed a motn
July 7, 2008 to reduce the amount of remitted daasamd any supplemental damages that the courawaryg, as
well as to limit the products that could be affelchy any injunction that the court may grant, oa gihounds of
patent exhaustion. Following a hearing on August?2®8, the court denied Hynix’s motion. In sepam@iders
issued December 2, 2008, January 16, 2009, anddadd, 2009, the court denied Hynix’'s post-triations for
judgment as a matter of law and new trial on infement and validity

On June 24, 2008, the court heard oral argume®aonbus’ motion to supplement the damages awardaand
equitable relief related to Hynix’s infringementRambus patents. On February 23, 2009, the Cawedsan order
1) granting Rambus’ motion for supplemental damagesprejudgment interest for the period after Dawer 31,
2005, at the same rates ordered for the prior geBipdenying Rambus’ motion for injunction; andaBjlering the
parties to begin negotiations regarding the terhessampulsory license regarding Hynix's continuednufacture,
use, and sale of infringing devices.

The third phase of the Hynix-Rambus trial involyghix’s affirmative JEDEC-related antitrust anduca
allegations against Rambus. On April 24, 2007 cthert ordered a coordinated trial of certain comBDEC-
related claims alleged by the manufacturer paties Hynix, Micron, Nanya and Samsung) and defsrasserted
by Rambus irHynix v RambusCase No. C 00-20905 RMW, and three other casesmgbdfore the same court
( Rambus Inc. v. Samsung Electronics Co. Ltd. et@hse No. 05-02298 RMVRambus Inc. v. Hynix
Semiconductor Inc., et glCase No. 05-00334, ahmbus Inc. v. Micron Technology, Inc., et, &ase No. C
06-00244 RMW, each described in further detail ¢ldOn December 14, 2007, the court excused Sanfsamy
the coordinated trial based on Samsung’s agreetn@etrtain conditions, including trial of its clasnagainst
Rambus by the court within six months following ttenclusion of the coordinated trial. The coordauttrial
involving Rambus, Hynix, Micron and Nanya beganlanuary 29, 2008, and was submitted to the jury on
March 25, 2008. On March 26, 2008, the jury retdraeserdict in favor of Rambus and against Hynixgrigh, and
Nanya on each of their claims. Specifically, they jitound that Hynix, Micron, and Nanya failed to en¢heir burde
of proving that: (1) Rambus engaged in anticompetitonduct; (2) Rambus made important represemsthat it
did not have any intellectual property pertainiadghe work of JEDEC and intended or reasonably epkethat the
representations would be
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heard by or repeated to others including Hynix, fgiicor Nanya; (3) Rambus uttered deceptive hatfirabout its
intellectual property coverage or potential coverafiproducts compliant with synchronous DRAM st then
being considered by JEDEC by disclosing some tauat$ailing to disclose other important facts; 4y JEDEC
members shared a clearly defined expectation teatlers would disclose relevant knowledge they hadia
patent applications or the intent to file patentlagations on technology being considered for aiopas a JEDEC
standard. Hynix, Micron, and Nanya filed motions danew trial and for judgment on certain of thefjuitable
claims and defenses. A hearing on those motionshetalson May 1, 2008. A further hearing on the &hle claims
and defenses was held on May 27, 2008. On Jul2@08, the court issued an order denying Hynix, blicand
Nanyé's motion for new trial. The court has not yet diten their equitable claims and defenses.

European Patent Infringement Case

Beginning on September 4, 2000, Rambus filed gj#itrest Hynix in multiple European jurisdictions for
infringement of EP 0 525 068 (the ’068 patent”arRbus later filed a further infringement actioniagaHynix in
Mannheim, Germany on a second patent, EP 1 022t6d2'642 patent”). Both patents were opposed lyyil,
Micron, and Infineon in the European Patent OffiERO). The '068 patent was revoked by an Appealdoa
2004, and a hearing in the opposition with respethe '642 patent has not yet been scheduled.a@ualy 8, 2008,
the Mannheim court issued an Order of Cost witpeesto the '068 proceeding requiring Rambus tmbeirse
Hynix court fees in the amount of $0.6 million. $k@mount has since been paid.

Micron Litigation
U.S District Court in Delaware: Case No. 00-792-SLR

On August 28, 2000, Micron filed suit against Rasibuthe U.S. District Court in Delaware. The sgserts
violations of federal antitrust laws, deceptivedgractices, breach of contract, fraud and negflige
misrepresentation in connection with Ramhpes'ticipation in JEDEC. Micron seeks a declaratbmonopolizatio
by Rambus, compensatory and punitive damagesneitsrfees, a declaratory judgment that eight Rawatents
are invalid and not infringed, and the award to idicof a royalty-free license to the Rambus patdRésnbus has
filed an answer and counterclaims disputing Micsotlaims and asserting infringement by Micron oélive U.S.
patents.

This case has been divided into three phases isatime general order as in tHgnix 00-20905 action:
(1) unclean hands; (2) patent infringement; anda(®jtrust, equitable estoppel, and other JEDE@&tedlissues. A
bench trial on Micron’s unclean hands defense begadovember 8, 2007 and concluded on Novembe2d®/.
The court ordered post-trial briefing on the isefizhen Rambus became obligated to preserve dodsrbenause
it anticipated litigation. A hearing on that issuas held on May 20, 2008. The court ordered funptosst-trial
briefing on the remaining issues from the uncleands trial, and a hearing on those issues wasameld
September 19, 2008.

On January 9, 2009, the court issued an opiniavhich it determined that Rambus had engaged inatjmol
of evidence by failing to suspend general implemton of a document retention policy after the ta@termined
that litigation was reasonably foreseeable. Thetdesued an accompanying order declaring the wvpatents in
suit unenforceable against Micron (the “Delawardédt). On February 9, 2009, the court stayed dleot
proceedings pending appeal of the Delaware Ordei-ébruary 10, 2009, judgment was entered agaimsiiRs
and in favor of Micron on Rambus’ patent infringerhelaims and Micron’s corresponding claims forldeatory
relief.

U.S. District Court of the Northern District of Gfalrnia

On January 13, 2006, Rambus filed suit againstdwién the U.S. District Court in the Northern Distrof
California. Rambus alleges that fourteen Rambusnpatare infringed by Micron’s DDR2, DDR3, GDDR8da
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other advanced memory products. Rambus seeks caaipeyand punitive damages, attorndgg’s, and injunctiv
relief. Micron has denied Rambus’ allegations andlleging counterclaims for violations of fedematitrust laws,
unfair trade practices, equitable estoppel, frandirgegligent misrepresentation in connection wigdmRus’
participation in JEDEC. Micron seeks a declaratbmonopolization by Rambus, injunctive relief, quensatory
and punitive damages, attorneys’ fees, and a daolgrjudgment of invalidity, unenforceability, and
noninfringement of the fourteen patents in suit.

As explained above, the court ordered a coordinttaidwithout Samsung) of certain common JEDE Giexl
claims and defenses assertetimix v RambusCase No. C 00-20905 RMWRambus Inc. v. Samsung Electronics
Co. Ltd. et al, Case No. 05-02298 RMVRambus Inc. v. Hynix Semiconductor Inc., et &lase No. 05-00334, and
Rambus Inc. v. Micron Technology, Inc., el, Case No. C 06-00244 RMW. The coordinated triabining
Rambus, Hynix, Micron and Nanya began on Januar2@@8, and was submitted to the jury on March22®8.

On March 26, 2008, the jury returned a verdictawndr of Rambus and against Hynix, Micron, and Namy&ach o
their claims. Specifically, the jury found that HynMicron, and Nanya failed to meet their burdémpmving that:
(1) Rambus engaged in anticompetitive conductR@nbus made important representations that it aidhave any
intellectual property pertaining to the work of JEO and intended or reasonably expected that thregeptations
would be heard by or repeated to others includiggi¥ Micron or Nanya; (3) Rambus uttered decepliaé-truths
about its intellectual property coverage or potrtoverage of products compliant with synchronb&AM
standards then being considered by JEDEC by disg@®me facts but failing to disclose other impottfacts; or
(4) JEDEC members shared a clearly defined expecttitat members would disclose relevant knowlettigg had
about patent applications or the intent to fileepatapplications on technology being consideredftuption as a
JEDEC standard. Hynix, Micron, and Nanya filed roo$ for a new trial and for judgment on certaithafir
equitable claims and defenses. A hearing on thag®ns was held on May 1, 2008. A further hearingtwe
equitable claims and defenses was held on May@18.20n July 24, 2008, the court issued an ordeyidg Hynix,
Micron, and Nanya'’s motion for new trial. The cohats not yet ruled on their equitable claims arfémkes.

In these cases (except for tHgnix 00-20905 action), a hearing on claim constructiod the parties’ cross-
motions for summary judgment on infringement anlithtg was held on June 4 and 5, 2008. On July2DD8, the
court issued its claim construction order relatmghe Farmwald/Horowitz patents in suit and demigdix, Micron,
Nanya, and Samsu’s (collectively, the “Manufacturers”) motions feummary judgment of noninfringement and
invalidity based on their proposed claim constarttiThe court issued claim construction orderdireao the War
patents in suit on July 25 and August 27, 2008,derded the Manufacturers’ motion for summary juggtof
noninfringement of certain claims. On Septembe098, at the court’s direction, Rambus electedtzged to trial
on twelve patent claims, each from the Farmwalddddtz family. On September 16, 2008, Rambus graated
covenant not to assert any claim of patent infinget against the Manufacturers under the Ware fsatesuit
(U.S. Patent Nos. 6,493,789 and 6,496,897), anld paity’s claims relating to those patents werengtised with
prejudice. On November 21, 2008, the court entaredrder clarifying certain aspects of its July 2008, claim
construction order. On November 24, 2008, the cgramited Rambus’ motion for summary judgment oécir
infringement with respect to claim 16 of RambusSUPatent No. 6,266,285 by the Manufacturers’ DOBR2R 3,
gDDR2, GDDR3, GDDR4 memory chip products (exceptNanya’s DDR3 memory chip products). In the same
order, the court denied the remainder of Rambugiandor summary judgment of infringement.

On January 19, 2009, Micron filed a motion for suamynudgment on the ground that the Delaware Order
should be given preclusive effect. Rambus filedpposition to Microns motion on January 26, 2009, and a he:
was held on January 30, 2009. On February 3, 266%;0urt entered a stay of this action pendinglu¢ien of
Rambus’ appeal of the Delaware Order. The courateatthe date for a coordinated trial on Rambutgrga
infringement claims with respect to DDR2, DDR3, GRE and other advanced memory chip products whach h
been set to begin on February 17, 2009.
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European Patent Infringement Cases

On September 11, 2000, Rambus filed suit againstdvliin multiple European jurisdictions for infrieignent o
its ‘068 patent (described above), which was Ieggoked. Additional suits were filed pertainingthe '642 patent
and a third Rambus patent, EP 1 004 956 (the “{#86nt”). Rambus’ suit against Micron for infringent of the
'642 patent in Mannheim, Germany, has not beewveaclihe Mannheim court issued an Order of Cost réifipect
to the '068 proceeding requiring Rambus to reimécron attorneys fees in the amount of $0.45iamill This
amount has since been paid.

One proceeding in Italy relating to the '642 pateat adjourned at a hearing on June 15, 2007, gsath
bearing its own costs. In two other proceedingsaly relating to the '956 patent, the court halsestuled hearings
for May 6, 2009, regarding continuation of the medings. On September 29, 2005, Rambus receivattéafrom
Micron seeking to toll a statute of limitations joek in Italy for a purported cause of action resgifrom a seizure
of evidence in Italy in 2000 carried out by Rambpussuant to a court order. Micron asserts thatdateages
allegedly caused by this seizure equal or exce@d3$8illion. Micron formally filed suit against Rdmas relating to
this seizure in February 2006. Rambus filed itgtemi defense on April 24, 2006. The Italian coas brdered
further briefing on issues related to Rambus’ suitaly for infringement of its ‘068 patent. Nodsion has issued
to date.

DDR2, DDR3, gDDR2, GDDR3, GDDR4 Litigation (“DDR2")
U.S District Court in the Northern District of C&dirnia

On January 25, 2005, Rambus filed a patent infrimeyg suit in the U.S. District Court in the NorthdDistrict
of California court against Hynix, Infineon, Nanyad Inotera. Infineon and Inotera were subseqyeigmissed
from this litigation and Samsung was added as arizint. Rambus alleges that certain of its patastinfringed b
certain of the defendants’ SDRAM, DDR, DDR2, DDRBDR2, GDDR3, GDDR4 and other advanced memory
products. Hynix, Samsung and Nanya have denied Rginalaims and asserted counterclaims against Rauficoy
among other things, violations of federal antitdasts, unfair trade practices, equitable estopg®, fraud in
connection with Rambus’ participation in JEDEC.

As explained above, the court ordered a coordinitaldof certain common JEDE&lated claims and defens
asserted itynix v RambusCase No. C 00-20905 RMWambus Inc. v. Samsung Electronics Co. Ltd. etGhse
No. 05-02298 RMW Rambus Inc. v. Hynix Semiconductor Inc., ef @ase No. 05-00334, afthmbus Inc. v.
Micron Technology, Inc., et ¢, Case No. C 06-00244 RMW. The court subsequertiysed Samsung from the
coordinated trial on December 14, 2007, based oms8ag’s agreement to certain conditions, includiiay of its
claims against Rambus within six months followihg tonclusion of the coordinated trial. That tisaturrently
scheduled to begin on September 22, 2008. The irated trial involving Rambus, Hynix, Micron and iNa
began on January 29, 2008, and was submitted fatphen March 25, 2008. On March 26, 2008, the jaturned
verdict in favor of Rambus and against Hynix, Mitrand Nanya on each of their claims. Specificalig,jury
found that Hynix, Micron, and Nanya failed to m#egir burden of proving that: (1) Rambus engaged in
anticompetitive conduct; (2) Rambus made impontaptesentations that it did not have any intellgcpuoperty
pertaining to the work of JEDEC and intended oso@ably expected that the representations woultebed by or
repeated to others including Hynix, Micron or Nan{& Rambus uttered deceptive half- truths abisuniellectual
property coverage or potential coverage of prodcatspliant with synchronous DRAM standards themgei
considered by JEDEC by disclosing some facts hlinidato disclose other important facts; or (4) JED members
shared a clearly defined expectation that membetgdrdisclose relevant knowledge they had abowrat
applications or the intent to file patent applioas on technology being considered for adoptioa 3d8DEC
standard. Hynix, Micron, and Nanya filed motions danew trial and for judgment on certain of therjuitable
claims and defenses. A hearing on those motionshetalson May 1, 2008. A further hearing on the &hle claims
and defenses was held on May 27, 2008. On Julg@@B, the court issued an order denying Hynix, bliciand
Nanyé's motion for new trial. The court has not yet dilen their equitable claims and defenses.
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In these cases (except for tHgnix 00-20905 action), a hearing on claim constructiod the parties’ cross-
motions for summary judgment on infringement anlithtg was held on June 4 and 5, 2008. On July2DD8, the
court issued its claim construction order relatmghe Farmwald/Horowitz patents in suit and demned
Manufacturers’ motions for summary judgment of ménngement and invalidity based on their proposkaim
construction. The court issued claim constructiodecs relating to the Ware patents in suit on 25hand
August 27, 2008, and denied the Manufactunerstion for summary judgment of noninfringement eftain claims
On September 4, 2008, at the casidirection, Rambus elected to proceed to trighive patent claims, each frc
the Farmwald/Horowitz family. On September 16, 20R8mbus granted a covenant not to assert any ogpaten
infringement against the Manufacturers under Ug8et Nos. 6,493,789 and 6,496,897, and each paigims
relating to those patents were dismissed with piegs On November 21, 2008, the court entered derararifying
certain aspects of its July 10, 2008, claim comsimn order. On November 24, 2008, the court gidRambus’s
motion for summary judgment of direct infringemeuith respect to claim 16 of Rambus’s U.S. Patent
No. 6,266,285 by the Manufactur DDR2, DDR3, gDDR2, GDDR3, GDDR4 memory chip prathi(except for
Nanyé¢s DDR3 memory chip products). In the same ordex,dourt denied the remainder of Rambus’s motion fo
summary judgment of infringement.

On January 19, 2009, Samsung, Nanya, and Hynix filetions for summary judgment on the ground that t
Delaware Order should be given preclusive effeamBus filed opposition briefs to these motions amuary 26,
2009, and a hearing was held on January 30, 200%eBruary 3, 2009, the court entered a stay sfabiion
pending resolution of Rambus’ appeal of the Dela¥arder. The court vacated the date for a coorelihtrial on
Rambus’ patent infringement claims with respeddRR2, DDR3, GDDR3, and other advanced memory chip
products which had been set to begin on Februargddo.

Samsung Litigation
U.S District Court in the Northern District of C&dirnia

On June 6, 2005, Rambus filed a patent infringerseittagainst Samsung in the U.S. District Couthim
Northern District of California alleging that Samg's SDRAM and DDR SDRAM parts infringe nine of Ransbu
patents. Samsung has denied Rambus’ claims andessseunterclaims for non-infringement, invalidépd
unenforceability of the patents, violations of wais antitrust and unfair competition statutes, tiezf license, and
breach of duty of good faith and fair dealing. Sangshas also counterclaimed that Rambus aided lzetted
breach of fiduciary duty and intentionally inteddrwith Samsung’s contract with a former employg&rowingly
hiring a former Samsung employee who allegedly sgduproprietary Samsung information. Rambus hagden
Samsung’s counterclaims.

As explained above, the court ordered a coordintataidof certain common JEDElated claims and defen:
asserted itynix v RambusCase No. C 00-20905 RMWambus Inc. v. Samsung Electronics Co. Ltd. etGhse
No. 05-02298 RMW Rambus Inc. v. Hynix Semiconductor Inc., ef @ase No. 05-00334, afthmbus Inc. v.
Micron Technology, Inc., et ¢, Case No. C 06-00244 RMW. The court subsequertiysed Samsung from the
coordinated trial on December 14, 2007, based omsBag’s agreement to certain conditions, includrigj of its
claims against Rambus within six months followihg tonclusion of the coordinated trial (see beldw}hese cas
(except for théHynix 00-20905 action), a hearing on claim constructiot the parties’ cross-motions for summary
judgment on infringement and validity was held ane€l4 and 5, 2008. On July 10, 2008, the coureists claim
construction order relating to the Farmwald/Horawiatents in suit and denied the Manufacturersionetfor
summary judgment of noninfringement and invalidised on their proposed claim construction. Thetéssued
claim construction orders relating to the Ware p&tén suit on July 25 and August 27, 2008, andetkthe
Manufacturers’ motion for summary judgment of ndringement of certain claims. On September 4, 2608)e
court’s direction, Rambus elected to proceed t tnh twelve patent claims, each from the Farmvirdddwitz
family. On September 16, 2008, Rambus granted ar@w not to assert any claim of patent infringemagainst
the Manufacturers under U.S. Patent Nos. 6,493n89%,496,897, and each party’s claims relatindse
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patents were dismissed with prejudice. On Noverithte2008, the court entered an order clarifyindgaieraspects
of its July 10, 2008, claim construction order. Rovember 24, 2008, the court granted Rambus’s mdtio
summary judgment of direct infringement with reggecclaim 16 of Rambus’s U.S. Patent No. 6,266 ,28%he
Manufacturers’ DDR2, DDR3, gDDR2, GDDR3, GDDR4 meaynohip products (except for Nanya's DDR3
memory chip products). In the same order, the ademted the remainder of Rambus’s motion for sungmar
judgment of infringemen

On January 19, 2009, Samsung filed a motion fomsang judgment on the ground that the Delaware Order
should be given preclusive effect. Rambus filedpposition brief to this motions on January 26,20hd a
hearing was held on January 30, 2009. On Februda@@®), the court entered a stay of this actiordpenresolutior
of Rambus’ appeal of the Delaware Order. The ceartted the date for a coordinated trial on RampatEnt
infringement claims with respect to DDR2, DDR3, GRE and other advanced memory chip products whach h
been set to begin on February 17, 2009.

On August 11, 2008, the Court granted summary juegrim Rambus’ favor on Samsung’s claims for aiding
and abetting a breach of fiduciary duty, intentidngerference with contract, and certain aspetSamsung’s
unfair competition claim. On September 16, 2008,@ourt entered a stipulation and order of disnhisgh
prejudice of certain of Samsung’s claims and defsifgicluding those based on Rambus’ alleged JEG#E@uct)
and Rambus’ defenses corresponding to SamsungssclA bench trial on the remaining claims and dséss that
are unique to Samsung (breach of license, breadhtgfof good faith and fair dealing, and estofdyseded on those
claims) was held between September 22 and Octol#80B. Post-trial briefing on these issues as asbamsung’
claims and defenses related to its allegationsRhaatbus spoliated evidence has been completedphiecision he
issued to date.

U.S District Court in the Eastern District of Virga

On June 7, 2005, Samsung sued Rambus in the WsBicDCourt in the Eastern District of Virginiaedéng a
declaratory judgment that four Rambus patentsraraid, unenforceable and/oot infringed. Rambus answered
complaint, disputing Samsurg¢laims. Rambus granted Samsung covenants nogtSamsung for infringement
the four patents for which Samsung sought decleyaidief. Rambus subsequently offered to pay Sag'su
attorneys’ fees, but Samsung did not accept ther.ocin November 8, 2005, the Virginia court grarResinbus’
motion to dismiss with respect to Samsung’s cldmnsleclaratory judgment but denied Rambus’ motidtt
respect to Samsung’s claim for attorneys’ feesymnsto 35 U.S.C. § 285. On July 19, 2006, the Miegcourt
issued orders finding that: (1) it had subject ergtirisdiction over Samsung’s motions; (2) Samsisrey
“prevailing party;” (3) Rambus had spoliated evidetn anticipation of litigation against DRAM maacfurers
such as Samsung; (4) Rambus’ spoliation renderedabe exceptional; (5) Rambus did not asserbitsterclaims
in subjective bad faith or for the purpose of véxat(6) Rambus’ counterclaims were not objectiiehgeless at the
time they were filed; and (7) Samsung was notledtiio an award of attorneys’ fees.

Rambus filed a notice of appeal to the United St&teurt of Appeals for the Federal Circuit (the &) on
August 16, 2006. Oral argument was heard on Augua007. On April 29, 2008, the CAFC vacated ttaeos of
the Virginia court denying Samsung’s applicationdttorney fees and entering findings with respecthe alleged
spoliation of evidence. The CAFC held that the Viig court’s findings with respect to alleged sptibn
constituted an impermissible advisory opinion. T#~C further held that Rambus’ offer to pay Samssing
attorneys’ fees rendered the case moot, and tbafitiginia court did not thereafter have indeperdensdiction to
assess whether the case was exceptional. The C&R@&nded the matter to the Virginia court with th&triuction
that the court dismiss Samsung’s complaint. On BI2y2008, the Virginia court dismissed Samsungiaaint
pursuant to the CAFC’s opinion.

On July 28, 2008, Samsung filed a petition seekéview of the CAFC decision by the United StateprS8me
Court. On October 6, 2008, the United States Supr€ourt denied Samsung'’s petition.
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FTC Complaint

On June 19, 2002, the FTC filed a complaint agd®@shbus. The FTC alleged that through Rambasgbn an
inaction at JEDEC, Rambus violated Section 5 offRi€ Act in a way that allowed Rambus to obtain oply
power in — or that by acting with intent to monapelit created a dangerous probability of monoian in —
synchronous DRAM technology markets. The FTC almed that Rambus’ action and practices at JEDEC
constituted unfair methods of competition in vi@atof Section 5 of the FTC Act. As a remedy, tA&€CFsought to
enjoin Rambus’ right to enforce patents with ptiodates prior to June 1996 as against product®rmadsuant to
certain existing and future JEDEC standards.

On February 17, 2004, the FTC Chief Administratiasv Judge issued his initial decision dismissingETC's
complaint against Rambus on multiple independemtiggls (the “Initial Decision”). The FTC’s Complai@bunsel
appealed this decision.

On August 2, 2006, the FTC released its July 30620pinion and order reversing and vacating thitealn
Decision and determining that Rambus violated $adiiof the Federal Trade Commission Act. Followimgher
briefing and oral argument on issues relating toaay, the FTC released its opinion and order oredynon
February 5, 2007. The remedy order set the maximyalty rate that Rambus could collect on the maciufre, us
or sale in the United States of certain JEDEC-cianpbarts after the effective date of the Ordére Grder also
mandated that Rambus offer a license for theseuptedt rates no higher than the maximums setd¥iiC,
including a further cap on rates for the affected-memory products. The order further required Ras1b take
certain steps to comply with the terms of the oatet applicable disclosure rules of any standatthge
organization of which it may become a member.

The FTC’s order explicitly did not set maximum ate other conditions with respect to Rambus’ rgyadtes
for DDR2 SDRAM, other post-DDR JEDEC standardsoomon-JEDEC-standardized technologies such aetho
used in RDRAM or XDR DRAM.

On March 16, 2007, the FTC issued an order graningrt and denying in part Rambus’ motion fotay of
the remedy pending appeal. The March 16 order pertnRambus to acquire rights to royalty paymeaotsise of
the patented technologies affected by the Febr2iaeynedy order during the period of the stay inessoof the FTC-
imposed maximum royalty rates on SDRAM and DDR SDRgroducts, provided that funds above the maximum
allowed rates be either placed into an escrow atdoue distributed, or payable pursuant a coetimgontractual
obligation, in accordance with the ultimate degisid the court of appeals. In an opinion accompagytis order, th
FTC clarified that it intended its remedy to berVfard-looking” and “prospective onlyand therefore unlikely to |
construed to require Rambus to refund royaltiesaaly paid or to restrict Rambus from collectingaltgs for the
use of its technologies during past periods.

On April 27, 2007, the FTC issued an order grantmgart and denying in part Rambus’ petition for
reconsideration of the remedy order. The FTC's oathel accompanying opinion on Rambus’ petition for
reconsideration clarified the remedy order in dartaspects. For example, (a) the FTC explicithtest that the
remedy order did not require Rambus to make refengsohibit it from collecting royalties in excesEmaximum
allowable royalties that accrue up to the effectiaée of the remedy order; (b) the remedy ordermwvadified to
specifically permit Rambus to seek damages irditan up to three times the specified maximum adible royalty
rates on the ground of willful infringement and allpwable attorneys’ fees; and (c) under the renuder,
licensees were permitted to pay Rambus a flatrfdieu of running royalties, even if such an arramgnt resulted
payments above the FTC’s rate caps in certain mistances.

Rambus appealed the FTC’s liability and remedy artle the United States Court of Appeals for thstiiit of
Columbia (the “CADC?"). Oral argument was heard Ferloy 14, 2008. On April 22, 2008, the CADC issuad a
opinion which requires vacatur of the FTC’s ord@itse CADC held that the FTC failed to demonstrhse t
Rambus’ conduct was exclusionary, and thus fategstablish its allegation that Rambus unlawfullynmpolized
any relevant market. The CADC's opinion set asideRTCS orders and remanded the matter to the FTC findt
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proceedings consistent with the opinion. Regartliregchance of further proceedings on remand, thBCA
expressed serious concerns about the strengtle elidence relied on to support some of the ETa@ucial findings
regarding the scope of JEDEC's patent disclosulieips and Rambus’ alleged violation of those pgebc On
August 26, 2008, the CADC denied the FTC's petitmnehear the case en banc. On October 16, 200&;TC
issued an order explicitly authorizing Rambus t®iee amounts above the maximum rates allowed &y TC's
now-vacated order payable pursuant to any contingmmtractual obligation.

On November 24, 2008, the FTC filed a petition ssgkeview of the CADC decision by the United S¢ate
Supreme Court. Rambus filed an opposition to th€'Epetition on January 23, 2009, and the FTC fdeeply on
February 4, 2009. On February 23, 2009, the Ursitaties Supreme Court denied the FTC's petition.

Indirect Purchaser Class Action

On August 10, 2006, the first of nine class actamsuits were filed against Rambus in 2006 allegilofations
of federal and state antitrust laws, violationstatte consumer protection laws, and various comeartlaims
based almost entirely on the same conduct whichtiasubject of the FTC’s July 31, 2006 opiniontékhof these
lawsuits filed outside of California were dismisgadsuant to agreement of the parties. The remgsikof these
cases were consolidated under the captiore Rambus Antitrust Litigation06-4852 RMW (N.D. Cal.). The
consolidated complaint seeks injunctive and detdayaelief, disgorgement, restitution and compémseand
punitive damages in an unspecified amount, andregys’ fees and costs. On March 28, 2007, Ramiec di
motion to dismiss the consolidated complaint. Oy 2@, 2007, the court heard oral argument on Rahimoation
and took the matter under submission. No final ohdes issued to date.

European Commission Competition Directorate-General

On or about April 22, 2003, Rambus was notifiedty European Commission Competition Directorate-
General (Directorate) (the “European Commissiohdt it had received complaints from Infineon andhty
Rambus answered the ensuing requests for informptiampted by those complaints on June 16, 200&kRa
obtained a copy of Infineon’s complaint to the Epgan Commission in late July 2003, and on Octoh2083, at
the request of the European Commission, filedeisponse. The European Commission sent Rambusarfurt
request for information on December 22, 2006, wiRelmbus answered on January 26, 2007. On Aug@807,
Rambus received a statement of objections fronEtirepean Commission. The statement of objectideged that
through Rambus’ participation in the JEDEC stangl@etting organization and subsequent conduct, Reamb
violated European Union competition law. Rambusdfi response to the statement of objections ocob®cB1,
2007, and a hearing was held on December 4 an@0%, Ihe matter is currently under submission leyEbropean
Commission.

Superior Court of California for the County of SaRrancisco

On May 5, 2004, Rambus filed a lawsuit against BligiHynix, Infineon and Siemens in San Francisco
Superior Court (the “San Francisco court”) seeldaghages for conspiring to fix prices (CaliforniasB& Prof.
Code 8§ 1672@t seq), conspiring to monopolize under the Cartwright Agalifornia Bus. & Prof. Code 8§ 16720
et seq), intentional interference with prospective ecoimatdvantage, and unfair competition (CaliforniassB&
Prof. Code 8§88 17206t seq). This lawsuit alleges that there were concerféatts beginning in the 1990s to deter
innovation in the DRAM market and to boycott Rambusd/or deter market acceptance of Rambus’ RDRAM
product. Subsequently, Infineon and Siemens weamidsed from this action (as a result of a settféméth
Infineon) and three Samsung-related entities weded as defendants.

On June 28, 2007, Hynix filed a motion for summjaggment on the ground that Rambus’ claims shoeld b
dismissed on the grounds that they allegedly wenepzilsory counterclaims in thdynix 00-20905 action.
Following briefing and oral argument, the court i@éenHynix’s motion in an order filed November 2,020 Hynix
sought review of the trial court’s order by the i€mhia Court of Appeal, which the appellate casumtmmarily
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denied on January 17, 2008. On January 28, 2008xHiled a petition for review of this decision liye California
Supreme Court. Rambus filed an answer requestatgnix’s petition be denied. On March 19, 200 t
California Supreme Court issued an order denyingixly petition.

On May 28, 2008, defendants filed a motion for juegt on the pleadings in their favor on what theferto a
Rambus’ cause of action for “price fixing in anditsklf.” At a hearing held on July 23, 2008, tren$-rancisco
court denied defendants’ motion from the benchearing on Rambus’ motion for summary judgment @n th
grounds that Micron’s cross-complaint is barredhsy statute of limitations was held on August 1020At the
hearing, the San Francisco court granted Rambusbmas to Micron’s first cause of action (allegadlation of
California’s Cartwright Act) and continued the nuotias to Micron’s second and third causes of a¢atiaged
violation of unfair business practices act andgateintentional interference with prospective ecoitoadvantage).
No further order has issued on Ran’ motion.

On November 25, 2008, Micron, Samsung, and Hytédfeight motions for summary judgment on various
grounds. On January 26, 2009, Rambus filed brieépposition to all eight motions. A hearing ongenotions fo
summary judgment is set for March 4-6, 2009.

Trial is scheduled to begin on April 13, 2009.

Stock Option Investigation Related Claims

On May 30, 2006, the Audit Committee commencedhéermal investigation of the timing of past stogkion
grants and related accounting issues.

On May 31, 2006, the first of three shareholdend¢ive actions was filed in the Northern DistraftCalifornia
against Rambus (as a nominal defendant) and cetiaiant and former executives and board membéessd
actions have been consolidated for all purposestuthe captionin re Rambus Inc. Derivative LitigatioMaster
File No. C-06-3513-JF (N.D. Cal.), and Howard Chd &aetano Ruggieri were appointed lead plainfiffe
consolidated complaint, as amended, alleges vawiatof certain federal and state securities lawsedisas other
state law causes of action. The complaint seekpdiement and damages in an unspecified amournieaified
equitable relief, and attorneys’ fees and costs.

On August 22, 2006, another shareholder derivaoimn was filed in Delaware Chancery Court against
Rambus (as a nominal defendant) and certain cuarahformer executives and board membdsl(v. Tate et al,
2366-N (Del. Chancery)). On May 16, 2008, this oaas dismissed pursuant to a notice filed by tépff.

On October 18, 2006, the Board of Directors forraegpecial Litigation Committee (the “SLC") to evata
potential claims or other actions arising from sha@ck option granting activities. The Board of Ri@'s appointed .
Thomas Bentley, Chairman of the Audit Committeal Abraham Sofaer, a retired federal judge and Gieairof
the Legal Affairs Committee, both of whom joine@ tRambus Board of Directors in 2005, to comprigeShC.

On August 24, 2007, the final written report segtforth the findings of the SLC was filed with tbeurt. As se
forth in its report, the SLC determined that adliois should be terminated and dismissed againstaimed
defendants ifmn re Rambus Inc. Derivative Litigatiomith the exception of claims against named defehHan
Larsen, who served as Vice President, Human Ressfiram September 1996 until December 1999, armd the
Senior Vice President, Administration until July020 The SLC entered into settlement agreementsaeitiain
former officers of the Company. These settlemergsanditioned upon the dismissal of the claimerded against
these individuals iftn re Rambus Inc. Derivative LitigatianThe aggregate value of the settlements to thepaam
exceeds $5.3 million in cash as well as substaatiditional value to the Company relating to tHanqaishment of
claims to over 2.7 million stock options. The SLi&ted its intention to assert control over thgdition. The
conclusions and recommendations of the SLC areesuty review by the court. On October 5, 2007, Basifiled ¢
motion to terminate in accordance with the SLCtoramendations. Pursuant to the parties’ agreertfettmotion
was taken off calendar.
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On August 30, 2007, another shareholder derivaétmn was filed in the Southern District of NewrKo
against Rambus (as a nominal defendant) and PriedgveaiseCoopers LLPHrancl v. PricewaterhouseCoopers
LLP et al., No. 07-Civ.7650 (GBD)). On November 21, 2007, the New Yorkrtguanted PricewaterhouseCoof
LLP’s motion to transfer the action to the North&istrict of California.

The parties have settléd re Rambus Inc. Derivative LitigatiandFrancl v. PricewaterhouseCoopers LLP et
al., No. 07-Civ. 7650 (GBD). The settlement providesd payment by Rambus of $2.0 million and disnhigs#n
prejudice of all claims against all defendantshvtiite exception of claims against Ed Larsen, isatections. The
$2.0 million was accrued for during the quartereghdune 30, 2008 within accrued litigation expenadial
approval hearing was held on January 16, 2009aaratder of final approval was entered on Janu@r2@09.

On July 17, 2006, the first of six class actiondaits was filed in the Northern District of Califéa against
Rambus and certain current and former executivddaard members. These lawsuits were consolidatddrithe
caption,In re Rambus Inc. Securities Litigatioi©-06-4346-JF (N.D. Cal.). The settlement of Hition was
preliminarily approved by the court on March 5, 80Pursuant to the settlement agreement, Rambds pai
$18.3 million into a settlement fund on March 1@08. Some alleged class members requested exclusiarthe
settlement. A final fairness hearing was held ory 4, 2008. That same day the court entered am grdating
final approval of the settlement agreement andredtgidgment dismissing with prejudice all claingaimst all
defendants in the consolidated class action litgat

On March 1, 2007, a pro se lawsuit was filed inNtoethern District of California by two alleged Rbos
shareholders against Rambus, certain current antefeexecutives and board members, and
PricewaterhouseCoopers LLKélley et al. v. Rambus, Inc. et @-07-01238-JF (N.D. Cal.)). This action was
consolidated with a substantially identical prdasesuit filed by another purported Rambus sharedraddjainst the
same parties. The consolidated complaint againstiRa alleges violations of federal and state sgesriaws, and
state law claims for fraud and breach of fiduciduyy. Following several rounds of motions to dissnisn April 17,
2008, the court dismissed all claims with prejudigeept for plaintiffs’ claims under sections 14gay 18(a) of the
Securities and Exchange Act of 1934 as to whichdd¢a amend was granted. On June 2, 2008, plaritiéd an
amended complaint containing substantially the salhegations as the prior complaint although limite claims
under sections 14(a) and 18(a) of the Securitidstxchange Act of 1934. Rambus’ motion to dismiesamended
complaint was heard on September 12, 2008. On Daeet) 2008, the court granted Rambus’ motion antelred
judgment in favor of Rambus. Plaintiffs filed a icetof appeal on December 15, 20

On September 11, 2008, the same pro se plainiti#is & separate lawsuit in Santa Clara County Sop€ourt
against Rambus, certain current and former exessitnd board members, and PricewaterhouseCoopBrs LL
( Kelley et al. v. Rambus, Inc. et aCase No. 1-08-CV-122444). The complaint allegekations of certain
California state securities statues as well asdfe@nd negligent misrepresentation based on sukabanbhe same
underlying factual allegations contained in the gedawsuit filed in federal court. On November 2@08, Rambus
filed a motion to dismiss or, in the alternativiaysthis case in light of the first-filed federaitimn. On January 12,
2009, Rambus filed a demurrer to plaintiffs’ comiplaon the ground that it was barred by the doetohclaim
preclusion. A hearing on Rambus’ motions is schedifbr February 27, 2009.

On August 25, 2008, an amended complaint was filedertain individuals and entities in Santa Claoanty
Superior Court against Rambus, certain currentfamder executives and board members, and
PricewaterhouseCoopers LLBfeele et al. v. Rambus Inc. et,alase No. 1-08-CV-113682). The amended
complaint alleges violations of certain Califorsiate securities statues as well as fraud andgesli
misrepresentation. On October 10, 2008, Rambus dildemurrer to the amended complaint. A hearingtvedd on
January 9, 2009. On January 12, 2009, the courdisesl Rambus’ demurrer without prejudice. Plaistifled a
second amended complaint on February 13, 2009aicimg the same causes of action as the previauglaint.
Rambus’ response is not yet due.
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NVIDIA Litigation
U.S District Court in the Northern District of C&dirnia

On July 10, 2008, Rambus filed suit against NVIBZArporation (“NVIDIA”) in the U.S. District Courtdr the
Northern District of California alleging that NVIB''s products with memory controllers for at least 8DR, DDR,
DDR2, DDR3, GDDR and GDDR3 technologies infringepbfents. On September 16, 2008, Rambus granted a
covenant not to assert any claim of patent infringet against NVIDIA under U.S. Patent Nos. 6,493,@8d
6,496,897, so 15 patents remain in suit. On Aug8s2008, NVIDIA filed a motion to dismiss or stilthe
complaint, or in the alternative, for more defirstatement. On November 13, 2008, the Court ded\&dIA’s
motion. On December 4, 2008, NVIDIA filed a motitmstay this action in its entirety. On December W08, the
court granted NVIDIA’s motion as to Rambus’ claithat NVIDIA'’s products infringe nine patents that also the
subject of proceedings in front of the Internation@de Commission (described below), and deniedNX's
motion as to the remainder of Rambus’ patent ig&ment claims. On January 16, 2009, NVIDIA filethation to
dismiss on the ground that Rambus’ claims not siltjethe stay are precluded due to the DelawadeiOOn
February 6, 2009, NVIDIA filed a motion to lift thgartial stay and for summary judgment on the gdotinat certai
of Rambus’ patent infringement claims subject ®dtay are precluded due to the Delaware OrdeFEébnuary 20,
2009, Rambus filed a consolidated opposition td lmedtions. A hearing on NVIDIA’s motions are schiedifor
March 13, 2009.

U.S. District Court in the Middle District of NorBarolina

On July 11, 2008, one day after Rambus filed 8M|DIA filed its own action against Rambus in the
U.S. District Court for the Middle District of NdrtCarolina alleging that Rambus committed antituisiations of
the Sherman Act; committed antitrust violation\afrth Carolina law; and engaged in unfair and déeepractice
in violation of North Carolina law. NVIDIA seeksjimctive relief, damages, and attorneys’ fees arsisc On
September 8, 2008, Rambus filed a motion to disthisg€omplaint. On September 17, 2008, Rambus diletbtion
to transfer this action to the Northern DistrictGHlifornia where Rambus’ first-filed patent infgiament suit is
pending against NVIDIA. On December 1, 2008, thei€granted Rambus’s motion to transfer, and tlse veas
consolidated into Rambus’ first-filed action on Redry 2, 2009.

International Trade Commission

On November 6, 2008, Rambus filed a complaint WithUnited States International Trade Commissiba (t
“ITC”) requesting the commencement of an investagapertaining to NVIDIA products. The complainegs an
exclusion order barring the importation, sale foportation, or sale after importation of produéiattinfringe nine
Rambus patents from the Ware and Barth familiggaténts. The accused products include NVIDIA proésltizat
incorporate DDR, DDR2, DDR3, LPDDR, GDDR, GDDR2daBDDR3 memory controllers, including graphics
processors, and media and communications processors

The complaint names NVIDIA as a proposed respondanivell as companies whose products incorporate
accused NVIDIA products and are imported into tmétéd States. Additional respondents include: Aeust
Computer Inc. and Asus Computer International, BeGhnologies, Biostar Microtech and Biostar Micobte
International Corp., Diablotek Inc., EVGA Corp.,B5T. Inc. and Giga-Byte Technology Co., Hewletdekard, MS
Computer Corp. and Micro-Star International ColjtRultimedia Inc. and Palit Microsystems Ltd. nei
Technology Holdings, and Sparkle Computer Co.

On December 4, 2008, the ITC instituted the ingadtbn. On February 12, 2009, NVIDIA filed a motitm
stay the investigation pending resolution of Rambpgeal of the Delaware Order. On February 23928&mbus
and the ITC’s Investigative Staff filed briefs ipposition to NVIDIA’s motion. No decision on NVIDIA motion
has issued to date. A hearing on claim construési@eheduled for March 24-25, 2009. A final hegfirefore the
administrative law judge is scheduled for Augus287 2009.
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Potential Future Litigation

In addition to the litigation described above, fgpaints in the DRAM and controller markets conério adopt
Rambus technologies into various products. Rambsesbtified many of these companies of their useasfibus
technology and continues to evaluate how to prooeeithese matters. There can be no assurancenthahgoing ¢
future litigation will be successful. Rambus spesadisstantial company resources defending its edtlbl property
in litigation, which may continue for the foreseksafuture given the multiple pending litigationhéloutcomes of
these litigations — as well as any delay in thegalution — could affect Rambus’ ability to licenteintellectual
property going forward.

The Company records a contingent liability wheis pprobable that a loss has been incurred andntioeiat is
reasonably estimable in accordance with SFAS NtA&ounting for Contingencies”.

16. Fair Value of Financial Instruments

The Company adopted SFAS No. 157 effective JanLa2p08 for financial assets and liabilities meadusn ¢
recurring basis. SFAS No. 157 applies to all finahassets and financial liabilities that are baimgasured and
reported on a fair value basis. There was no imfoaicdoption of SFAS No. 157 to the consolidatedricial
statements. SFAS No. 157 requires disclosure 8iabkshes a framework for measuring fair value exphands
disclosure about fair value measurements. Therstterequires fair value measurement be classifietidisclosed
in one of the following three categories:

Level 1: Unadjusted quoted prices in active markets thebacessible at the measurement date for identical
unrestricted assets or liabilities;

The Company uses unadjusted quotes to determinedfaie. The financial assets in Level 1 includenmp
market funds.

Level 2: Quoted prices in markets that are not activénmuts which are observable, either directly or
indirectly, for substantially the full term of tlasset or liability;

The Company uses observable pricing inputs inclyienchmark yields, reported trades, and brokdegdea
guotes. The financial assets in Level 2 include. ddvernment bonds and notes, corporate notes, eoomhpaper
and municipal bonds and notes.

Level 3: Prices or valuation techniques that require igpiiat are both significant to the fair value
measurement and unobservable (i.e., supportedtleydir no market activity).

The Company does not hold financial assets categmin Level 3.

The Company tests the pricing inputs by obtainiriggs from two different sources for the same sécon a
sample of its portfolio. The Company has not adjdshe pricing inputs it has obtained.
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The following table summarizes the valuation of cash equivalents and marketable securities bglibge
SFAS No. 157 pricing levels as of December 31, 2008

As of December 31, 200

Quoted
Market Significant
Prices in Other Significant
Active Observable Unobservable
Markets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(In thousands)
Cash equivalent $110,73: $110,73! $ — 3 —
Marketable securitie 229,61. — 229,61. —
Total availabl-for-sale securitie $340,34: $110,73. $229,61. $ =

The following table presents the financial instrumtsethat are not carried at fair value but whiduiee fair
value disclosure as of December 31, 2008 and Deeefih 2007:

As of December 31, 2008 As of December 31, 2007

Carrying Carrying
Value Fair Value Value Fair Value
(In thousands)
Convertible note $136,95( $125,49: $160,00( $164,48.

The fair value of the convertible notes are detaadibased on recent quoted market prices for thass. The
carrying value of other financial instruments, irdihg cash, accounts receivable, accounts payadletaer
payables, approximate fair value due to their shmaturities.

The Company monitors its investments for other tlemmporary losses by considering current factoduding
the economic environment, market conditions, oj@nat performance and other specific factors retatd the
business underlying the investment, reductionsimnying values when necessary and the Companylisyadmd
intent to hold the investment for a period of timieich may be sufficient for anticipated recoventhie market. An
other than temporary loss is reported under “Iisttes@d other income, net” in the consolidated siat# of
operations. As of December 31, 2008 and Decemhe2@®X7, the Company has not incurred any impairresst or
its investments.

17. Restructuring Costs

For the year ended December 31, 2008, the Compiétiated a workforce reduction in certain areasxidess
capacity. The cash severance, including continuahcertain employee benefits, totaled approxinya$@.6 million
and non-cash employee severance of approximatebyrfilion of stock-based compensation expense. The
Company also leases a facility in Mountain View|if@enia, through November 11, 2009, which the Camyp
vacated during the fourth quarter of 2008 as alre$the restructuring measures. This facilitp&ng subleased at
a rate equal to its rent associated with the tgalnd, as a result, no restructuring charge wesrded. The total
restructuring charge for the year ended Decembe2@®18 was approximately $4.2 million. The Comppaaid
approximately $3.5 million of severance and begéfiiring the year. The remaining $0.1 million ofex@nce and
benefits will be paid during the first quarter @0B.
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RAMBUS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

The following table provides a summary of the nesturing activities for the period indicated:

Employee Employee
Termination/Severance Termination/Severance
And Related Benefits and Related Benefits
Cash Non-Cash Total
(In thousands)

Balance at December 31, 2C $ — 9 -  $ -
Charges to operatiol 3,63¢ 547 4,18¢
Charges utilized/pai (3,489 (547) (4,03€)
Balance at December 31, 2C $ 14¢ $ — $ 14c¢

18. Subsequent Event:

On January 5, 2009, the Company, former Compangutixes, current and former members of the Board of
Directors and an insurance company entered in&dtlesient agreement. As a result of the agreerttentCompany
received $5.0 million related to reimbursementrolBassociated with the stock option investigatisoubssed in
Note 15“Litigation and Asserted Claims”. The Company wétognize the proceeds as a recovery of restatement
and related legal activities costs in the constdidatatement of operations in the first quarte2Qifo.

On February 19, 2009, the appeal period expireld reispect to the security lawsuits (Class Actiomifizeive
lawsuit) and as a result, the contingencies relatedsettiement have been removed. Therefore dinepany will
recognize $5.0 million during the first quarter28f09 as a recovery of restatement and related dgzities in the
consolidated statement of operations. In additime, to the resolution of the security lawsuitspfer Company
executives are now required to reimburse the Cosnppproximately $4.5 million. The Company will rggoze the
$4.5 million during 2009 as a recovery of restatenaad related legal activities in the consolidatedement of
operations.

On February 23, 2009, the United States Supremet@enied a request by the FTC to review the Rambus
case, bringing to a close its Sherman Act antittlestns against the Company.
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Supplementary Financial Data

RAMBUS INC.

CONSOLIDATED SUPPLEMENTARY FINANCIAL DATA
Quarterly Statements of Operations

Revenue

Royalties

Contract revenu

Total revenue

Costs and expense

Cost of contract revent

Research and developme
Marketing, general and administrati
Restructuring cosi

Impairment of intangible ass

Costs (recovery) of restatement and related legalites

Total costs and expenses
Operating los:
Interest and other income, r

Loss before income taxi
Provision for (benefit from) income tax

Net loss

Net loss per shar— basic

Net loss per shar— diluted

Shares used in per share calculat— basic
Shares used in per share calculat— diluted

(1) Stoclk-based compensation includec—

Cost of contract revent

Research and developme
Marketing, general and administrati
Restructuring cost

(a)(2, Financial Statement Schedu

(Unaudited)
Dec. 31, Sept.30, June 30, March31, Dec.31, Sept.30, June 30, March 31,
2008 2008 2008 2008 2007 2007 2007 2007

(In thousands, except for per share amounts

$ 35,73¢ $ 25,79: $ 32,28¢ $ 33,09! $ 36,04: $ 35,327 $ 39,19( $ 43,74¢

1,877 3,63F 3427  664F  448¢ 638 8351 640
37,617 2942t 3571 39,73t 4053. 4171 47,54: _ 50,15(
2,89 4,611 6561  7,23: 824¢ 5781 688 621
17,47¢ 17,51: 20,03¢ 21,50: 22,53¢ 18,31 18,597  23,43(
35,70 31,28t 23,76f 33,321 40,94( 2991 24,77¢ 24,96
161 4,02¢ = = = = = =
—  215¢ — — — — — —
(302) 392 2,260 912 82€  416¢  7,45:  7,00¢
55,62f 59,98:  52,63( 62,96 72,55( 58,17¢ 57,71( _ 61,61
(18,01 (30,55¢) (16,915 (23,23() (32,01 (16,46) (10,167 (11,46
6,83 2,70 290 459 5265 564F 5651 510
(11,177 (27,85) (14,007 (18,63) (26,75) (10,816 (4,510 (6,275
(49€) 92 130,65 (6,001 (12,197 (4,318 (1,790  (2,38))

$(10,68) $(27,944) $(144,66) $ (12,639 $ (14,559 $ (6,499 $ (2,720$ (3,880
$ (010$ (0279$ (139$% (0129$ (0.19$ (0.09$ (0.09$ (0.09
$ (010$ (02)$ (1.39$ (0.129$ (0.19$ (0.0§$ (0.09$ (0.09
103,91 104,89° 104,80 104,68: 104,75 103,82( 103,820 103,82(
103,91! 104,89° 104,80: 104,68! 104,75 103,82( 103,82( 103,82(

$ 58t
$2,49]
$5,59¢

$1,321
$3,32¢
$4,371
$ 547

$ 1,36
$ 3,761
$ 3,821

1,91¢
3,90¢
4,701

$ 1,841
$ 6,37¢
$ 8,18¢

$ 1,33
$ 3,19(
$ 4,13¢

$ 1,64¢
$ 3,24¢
$ 5,431

$ 1,091
$ 3,38¢
$ 4,94¢

LR TR R

All schedules not listed above have been omittedbige they are not applicable, not required, or the
information required to be set forth therein idinied in the consolidated financial statementsades thereto.

(a)(3 Exhibits

See Exhibit Index immediately following the signatyages.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

RAMBUS INC.

By: /s/ SATiSH RisHI

Satish Rishi
Senior Vice President, Finance and
Chief Financial Officer

Date: February 26, 2009

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each persbose signature appears below hereby
constitutes and appoints Satish Rishi as his tnaddavful agent, proxy and attorney-in-fact, withl fpower of
substitution and resubstitution, for him and intésne, place and stead, in any and all capaditi€®, act on, sign,
and file with the Securities and Exchange Commisaiay and all amendments to this Annual Report on
together with all schedules and exhibits theratpa¢t on, sign, and file such certificates, instients, agreements
and other documents as may be necessary or appriconnection therewith, and (iii) take any aficctions
that may be necessary or appropriate to be dorfellagor all intents and purposes as he mightauld do in
person, hereby approving, ratifying and confirmatighat such agent, proxy and attorney-in-facamy of his
substitutes may lawfully do or cause to be dongitive thereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe
following persons on behalf of the registrant amthie capacities and on the dates indicated.

Signature Title Date
/sl HarRoLD HUGHES Chief Executive Officer, President and February 26, 20C
Harold Hughes Director (Principal Executive Officer)
/sl SaTISH RisHI Senior Vice President, Finance and Chief February 26, 20C
Satish Rishi Financial Officer (Principal Financial and

Accounting Officer)

/sl BRuce DuUNLEVIE Chairman of the Board of Directors February 26, 20C
Bruce Dunlevie

/sl J. THOMAS BENTLEY Director February 26, 20C
J. Thomas Bentley

s/ SUNLIN CHou Director February 26, 20C
Sunlin Chou
/sl P. MICHAEL FARMWALD Director February 26, 20C

P. Michael Farmwald
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Signature

/s/ PENELOPEHERSCHER

Penelope Herscher

/s/ MARK HoroOwITZ

Mark Horowitz

/s/ DAVID SHRIGLEY

David Shrigley

/sl ABRAHAM D. SOFAER

Abraham D. Sofaer

/sl ERIC STANG

Eric Stang
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Director

Director

Director

Director

Director

Date

February 26, 20C

February 26, 20C

February 26, 20C

February 26, 20C

February 26, 20C
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Exhibit
Number

3.1(1)
3.2(2)

3.3(14)
4.1(12)
4.2(4)

4.3.1(5)

4.3.2(6)

4.4(7)

4.5(7)
10.1(4)
10.3(13)*
10.4(11)*
10.5(13)*
10.6(8)*
10.7(10)*
10.9(3)
10.10(3)

10.11(12)
10.12(9)

INDEX TO EXHIBITS

Description of Documen

Amended and Restated Certificate of IncorporatioReayistrant filed May 29, 199

Certificate of Amendment of Amended and Restatedif@ate of Incorporation of Registrant
filed June 14, 200(

Amended and Restated Bylaws of Registrant datecehber 13, 2007

Form of Registrar s Common Stock Certificat

Amended and Restated Information and RegistratightR Agreement, dated as of January 7,
1997, between Registrant and the parties indidhieein.

Amended and Restated Preferred Stock Rights Agneemdated as of July 31, 2000, between
Registrant and Fleet National Bal

First Amendment to the Amended and Restated PesfStock Rights Agreement, dated as of
April 23, 2003, between Registrant and EquiservesT€ompany, N.A., as successor to Fleet
National Bank

Indenture, between the Registrant and U.S. Banloh&tAssociation, dated February 1, 2005
(including the form of Zero Coupon Convertible Serilote due February 1, 2010 there
Registration Rights Agreement, among the Regist@mdit Suisse First Boston LLC and
Deutsche Bank Securities Inc., dated February 052

Form of Indemnification Agreement entered into lggitrant with each of its directors and
executive officers

1997 Stock Plan (as amended and restated as df4A@007) and related forms of agreeme
1997 Employee Stock Purchase Plan and related fofmgreements

1999 Nonstatutory Stock Option Plan (as amendedestdted as of April 4, 2007) and related
form of agreemen

2006 Equity Incentive Plan and related forms ofagrents

2006 Employee Stock Purchase Plan (as amendectstaded as of February 21, 20(
Development Agreement, dated as of January 6, 2808nd among Registrant, Sony Computer
Entertainment Inc. and Toshiba Corporati

Redwood and Yellowstone Semiconductor Technologghse Agreement, dated as of
January 6, 2003, between Registrant, Sony Corporatid Sony Computer Entertainment |
Standard Office Lease, dated as of March 10, 188tlyeen Registrant and SouthBay/Lath
Office Lease dated as of August 27, 1999, betwesgidant and Los Altos — El Camino
Associates, LLC

1C.13(15)(16 Settlement and License Agreement, dated March@15,2by and between Registrant and

Infineon Technologies AC

1C.14(17)(18 Amendment No. 1 to Settlement and License Agreenaaned as of July 8, 2008, by and

211
231
24

311

31.2

between Registrant and Qimonda #

Subsidiaries of Registrar

Consent of Independent Registered Public Accourking.

Power of Attorney (included in signature pag

Certification of Principal Executive Officer, puieut to Rule 13a-14(a) and Rule 15d-14(a) of
the Securities Exchange Act of 1934, as amendeal@sted pursuant to Section 302 of the
Sarbane-Oxley Act of 2002

Certification of Principal Financial Officer, pumsuot to Rule 13a-14(a) and Rule 15d-14(a) of the
Securities Exchange Act of 1934, as amended, gaedipursuant to Section 302 of the
Sarbane-Oxley Act of 2002
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Exhibit
Number Description of Documen
321 Certification of Principal Executive Officer, puieut to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002
322 Certification of Principal Financial Officer, pursuot to 18 U.S.C. Section 1350, as adopted

pursuant to Section 906 of the Sarbi-Oxley Act of 2002

* Management contracts or compensation plans orgenaents in which directors or executive officels ar
eligible to participate

(1) Incorporated by reference to tForm 1(-K filed on December 15, 199

(2) Incorporated by reference to tForm 1(-Q filed on May 4, 2001

(3) Incorporated by reference to tForm 1(-Q filed on April 30, 2003

(4) Incorporated by reference to tForm -1 (file no. 33:-22885)filed on March 6, 1997

(5) Incorporated by reference to tForm ¢-A12G/A filed on August 3, 200(

(6) Incorporated by reference to tForm ¢&-A12G/A filed on August 5, 200:

(7) Incorporated by reference to tForm $-3 filed on April 29, 2005

(8) Incorporated by reference to tForm ¢-K filed on May 16, 200€

(9) Incorporated by reference to tForm 1(-K405 filed on December 23, 199
(10) Incorporated by reference to tForm 1(-Q for the period ended June 30, 2006 filed on Sepéerhd, 2007
(11) Incorporated by reference to tForm -8 filed on June 6, 1997 (filno. 33:-28597).
(12) Incorporated by reference to tForm &-1/A (file no. 33:-22885)filed on April 24, 1997
(13) Incorporated by reference to tForm 1(-K filed on September 14, 20C
(14) Incorporated by reference to tForm 1(-Q filed on August 4, 200¢
(15) Incorporated by reference to tForm 1(-Q filed on April 29, 2005

)

(16) Assigned to Qimonda in October 2006 in connectiith \mfineon’s spin-off of Qimonda. Confidential
treatment has been granted with respect to cqutations of this exhibit. Omitted portions have béiéed
separately with the Securities and Exchange Conimnis

(17) Incorporated by reference to tForm 1(-Q filed on October 31, 200:

(18) Confidential treatment has been granted with regpeeertain portions of this exhibit. Omitted gorts have
been filed separately with the Securities and EmgeaCommissior
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SUBSIDIARIES OF REGISTRANT

Rambus Deutschland GmbH (Germany)

Rambus K.K. (Japan)

Rambus (Grand Cayman Islands, BWI)

Rambus Chip Technologies (India) Private Limited
Rambus Korea, Inc. (Korea)



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation byresfee in the Registration Statement on Form S-&(R83-28597, 333-38855, 333-67457,
333-93427, 333-48730, 333-52158, 333-86140, 333-893333-115015, 333-124513, and 333-146770) oftiRannc., of our report dated
February 26, 2009 relating to the financial statetmand the effectiveness of internal control direncial reporting which appears in the
Annual Report to Shareholders, which is incorpatatethis Annual Report on Form 10-K.

PricewaterhouseCoopers LLP
San Jose, California
February 26, 2009




Exhibit 31.1

CERTIFICATION PURSUANT TO RULE 13A-14(A) AND RULE 1 5D-14(A)
OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Harold Hughes, certify that:
1. I have reviewed this annual report on F&0¥K of Rambus Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statesy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officrémnd | are responsible for establishing and maiimtg disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls andgmoes, or caused such disclosure controls aneéguoes to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over finahreporting, or caused such internal control dugancial reporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadtepted accounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and predém this report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

(d) Disclosed in this report any change inréhgistrant’s internal control over financial refiog that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

5. The registrant’s other certifying officaréad | have disclosed, based on our most recatt@ion of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and matenataknesses in the design or operation of intematral over financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatdélves management or other employees who hawgnéisant role in the registrant’s
internal control over financial reporting.
Date: February 26, 20(

By: /s/ Harold Hughes

Name: Harold Hughe
Title: Chief Executive Officer and Preside




Exhibit 31.2

CERTIFICATION PURSUANT TO RULE 13A-14(A) AND RULE 1 5D-14(A)
OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Satish Rishi, certify that:
1. I have reviewed this annual report on F&0¥K of Rambus Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statesy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officrémnd | are responsible for establishing and maiimtg disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls andgmoes, or caused such disclosure controls aneéguoes to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over finahreporting, or caused such internal control dugancial reporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadtepted accounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and predém this report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

(d) Disclosed in this report any change inréhgistrant’s internal control over financial refiog that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

5. The registrant’s other certifying officaréad | have disclosed, based on our most recatt@ion of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and matenetaknesses in the design or operation of intematral over financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatdélves management or other employees who hawgnéisant role in the registrant’s
internal control over financial reporting.
Date: February 26, 20(

By: /s/ Satish Rish
Name: Satish Rist
Title: Senior Vice President, Finance and Chiefahicial Officel




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Harold Hughes, certify, pursuant to 18 @.SSection 1350, as adopted pursuant to Sectioro®Bf: Sarbanes-Oxley Act of 2002, that
the Annual Report of Rambus Inc. on Form 10-K fa fiscal year ended December 31, 2008, fully caesplith the requirements of Section
13(a) or 15(d) of the Securities Exchange Act d4,%s amended, and that information containedéh &\nnual Report on Form 10-K fairly
presents in all material respects the financiab@won and results of operations of Rambus Inc.

Date: February 26, 2009

By: /s/ Harold Hughe
Name: Harold Hughe
Title: Chief Executive Officer and Preside




Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

[, Satish Rishi, certify, pursuant to 18 U.SS@ction 1350, as adopted pursuant to SectioroBOf: Sarbanes-Oxley Act of 2002, that the
Annual Report of Rambus Inc. on Form 10-K for tlsedl year ended December 31, 2008, fully compligls the requirements of Section 13

(a) or 15(d) of the Securities Exchange Act of 1981lamended, and that information contained ih sumual Report on Form 10-K fairly
presents in all material respects the financiab@won and results of operations of Rambus Inc.

Date: February 26, 2009

By: /s/ Satish Rish
Name: Satish Rist
Title: Senior Vice President,
Finance and Chief Financial Offic




