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Indicate by check mark if disclosure of delinquiilers pursuant to Item 405 of Regulation S-K is aontained herein, and will not be
contained, to the best of registrant’s knowledgedefinitive proxy or information statements incorated by reference in Part 1l of this Form
10-K or any amendment to this Form 10-KlL
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Cautionary Statement Regarding Forward-Looking Staements

This Annual Report contains forward-looking stataetsewhich are subject to the safe harbor provismeated by the Private Securities
Litigation Reform Act of 1995. Words such as “exgggt anticipates,” “plans,” “believes,” “seeks,€stimates,” “could,” “would,” “may,”
“intends,” “targets” and similar expressions origtions of such words are intended to identify fard:looking statements, but are not the
exclusive means of identifying forward-looking staients in this Annual Report on Form 10-K (the “AahReport”). The identification of
certain statements as “forward-looking” is not imted to mean that other statements not specifigiytified are not forward-looking. All
statements other than statements about histodctd fire statements that could be deemed forwakiklg statements, including, but not
limited to, statements that relate
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to our future revenues, product development, demacakptance and market share, growth rate, cotinpegss, gross margins, levels of
research, development and other related costspditpees, the outcome or effects of and expendagerkto litigation and administrative
proceedings related to our patents, our intenhforee our intellectual property, our ability tadinse our intellectual property, our ability to
become a leading supplier of camera modules imthigile phone market, our aim to begin manufactuangmems|cam products at our
manufacturing facility in Zhuhai, China, tax expesscash flows, our ability to liquidate and reaabe carrying value of our investments, our
management’s plans and objectives for our curnedtfature operations, management’s plans for rém@mgiog our common stock pursuant to
the authorization of our Board of Directors, thedls of customer spending or research and developantivities, general economic
conditions, and the sufficiency of financial reszeg to support future operations and capital exipaed.

Although forward-looking statements in this Ann&adport reflect the good faith judgment of our mamagnt, such statements can only be
based on facts and factors currently known by ess€quently, forward-looking statements are inhtgresubject to risks, uncertainties, and
changes in condition, significance, value and ¢ffecluding those discussed below under the hegtisk Factors” within Item 1A of this
Annual Report and other documents we file from ttm&me with the Securities and Exchange Commiséiloe “SEC”), such as our quarterly
reports on Form 10-Q and our current reports omR&K. Such risks, uncertainties and changes imlition, significance, value and effect
could cause our actual results to differ materifityn those expressed herein and in ways not reéatiéseeable. Readers are urged not to |
undue reliance on these forward-looking statemevtiigch speak only as of the date of this Annualdepnd are based on information
currently and reasonably known to us. We undentekebligation to revise or update any forward-lomkstatements in order to reflect any
event or circumstance that may arise after the afateis Annual Report. Readers are urged to cHyefeview and consider the various
disclosures made in this Annual Report, which aftietm advise interested parties of the risks aotbfa that may affect our business, financial
condition, results of operations and prospects.
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PART |

Item 1. Business
Corporate Information

Tessera Technologies, Inc. (together with its glibges, the “Company”) was founded and incorpatatethe state of Delaware in 1990.
Our principal executive offices are located at 3@2bBhard Parkway, San Jose, California 95134. &aphone number is (408) 321-6000.
Tessera, the Tessera logo, uBGA, OptiML, DOC, tl¥Xogo, the mems|cam logo, FaceTools, Invensadntfensas logo and SHELLCASE
are trademarks or registered trademarks of the @agnpr its affiliated companies in the United Ségt#).S.”) and other countries. All other
company, brand and product names may be traderoarkgjistered trademarks of their respective congsan

In this Annual Report, the “Company,” “we,
basis.

us” @ariour” refer to Tessera Technologies, Inc. anditbsidiaries on a consolidated

Overview
Tessera Technologies, Inc. is a holding companly ayierating subsidiaries in two segments: Intali@icProperty and DigitalOptics.

Our Intellectual Property segment managed by Tadségllectual Property Corp., generates revenum fnanufacturers and other
implementers that use our technology. The segmehides our subsidiaries, Tessera, Inc. and Inge@sgporation (“Invensas”). Tessera, Inc.
pioneered chip-scale packaging solutions, whidieéhses to companies in the semiconductor indubtiensas develops and acquires
interconnect solutions and intellectual propertgigas such as mobile computing and communicatinesjory and data storage, and 3-D
Integrated Circuit (3DIC) technologies.

DigitalOptics Corporation and its subsidiaries (“DQ operate our DigitalOptics business. DOC desigmd manufactures imaging
systems for smartphones, generating revenue thipraghtuct sales and software license fees and regalDOC’s expertise in optics, camera
modules, Micro Electro Mechanical Systems (“MEMSihd image processing enable it to deliver prodinasexpand the boundaries of
smartphone photography. DOC also offers customiziedo-optic lenses which may include Diffractive t@@pl Elements (“DOEs")Refractive
Optical Elements (“ROEs”) and/or Integrated Micrptidal Subassemblies (“IMOS"Pn November 14, 2012 we announced our plans tcs!
on our core MEMS autofocus product opportunity andintention to pursue a possible sale of, or o$tr@tegic alternatives for, our facility in
Charlotte North Carolina that develops and manufast our micro-optic products, which we believerasecentral to our core opportunity.

Our segments were determined based upon the mianwaich our management viewed and evaluated oeratipns for the period
reported. As our business grows and evolves, omagement may change their views of our businessatipes. Segment information in Part
I, Item 7—Management’s Discussion and Analysis of Financiahdition and Results of Operatioaad in Note 16—Segment and
Geographic Informatiori in the Notes to Consolidated Financial Stateméniscorporated herein by reference and is presepér the
authoritative guidance for segment reporting. Atéimd of 2011, we renamed our segments and alastregr results to reflect the inclusion of
our silent air cooling program in our DigitalOptissgment. Prior to that time, that program wasuihedl in our Intellectual Property segment.

Intellectual Property Segment

Research and development by our Tessera, Inc.diabysied to significant innovations in semicondwgbackaging
technology. Semiconductor packaging creates théamécal and electrical connection between semicotodehips and systems such as
computers and communication equipment, often vimeotion to printed circuit boards. We patentegéhianovations, often referred to as
chip-scale packaging, which were
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widely adopted in the industry. The wave of adaptieas initially led by Intel Corporation, and ovane, many semiconductor companies and
outsourced assembly and test companies adoptéedeology and entered into license agreementsVetisera, Inc. We have developed
significant capabilities in licensing, technicabéysis, reverse engineering, license administradiwch litigation as we have sought reasonable
royalties from companies that adopted our techrietog

In 2012, we gained initial original equipment maauifirer (OEM) adoption of one of the technologiesehsas launched in 2011—xFD
“DIMM-in-a-Package™” memory technology. xFD is a@ated semiconductor packaging technology thataeslpackaging costs, improves
the performance of memory packages containing pielface down die, and more importantly, enablesesy manufacturers to use a lower
cost printed circuit board. In January 2013 we amaed our first xFD licensee and we continue tokweith system manufacturers, memory
chip manufacturers and assembly and test comptm@égand the adoption of xFD technology.

Customers:

Our semiconductor packaging technologies have bheemsed to more than 70 companies. These custdnwusle SK hynix, Intel,
Motorola Mobility, Samsung and Texas Instrumentspag others. More than 60 billion semiconductopshiave shipped with Tessera IP.

Research & Development:

As of December 31, 2012, Tessera, Inc. and Invemsgoyed 44 engineers and technologists devotsdrtoconductor packaging and
other semiconductor technologies. Research andaf@went and other related costs for the Intelldduaperty segment were approximately
$32.8 million, $28.8 million and $24.0 million ftine years ended December 31, 2012, 2011 and 28d8katively.

Intellectual Property Portfolio:

As of December 31, 2012, our subsidiaries compgittie Intellectual Property segment owned approtéipd , 135 United States patents
and patent applications, as well as approximat&B/féreign patents and patent applications. Thetdasxpire of those issued patents expire
2031.

Tessera Intellectual Property Corp. evaluates pliotf in fields beyond semiconductor packaging metbgies. Our evaluation criteria for
patent acquisitions include, for example: the sizthe portfolio, the profitability of the infringg products, our view of the prospects of the
market for infringing products, legal criteria aogr assessment of the likelihood of obtaining nieged licenses. See Part |, Iltem 1ARisk
Factors.

Strategy:
We expect our Intellectual Property revenues tmarily come from:
» Continuing business with our existing license
* New licensees of our semiconductor technology;
» Partnering with patent holders or purchasing paterifolios in fields beyond semiconductor packagamd then leveraging our core
competencies in reverse engineering, licensingitigdtion to realize the value of those portfoli

Our longer-term semiconductor packaging technokiggtegy may focus on developing partnerships eotihpanies that operate leading
edge production facilities. We believe convergesfcgemiconductor design and manufacturing with m&bg and test services is inevitable in
the industry. Research and development partnershipsnable our existing team to bring to markaee-dimensional packaging solutions anc
other advancements in semiconductor packaging.
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Competition:

We compete with other firms in acquiring patenttfmios or partnering with owners of patent porithsl. The key competitive factors
include financial resources and willingness to pegperience in patent licensing, reputation asenbor, litigation history, and licensing
strategy for the subject portfolio. We also faderan of competition known as royalty stacking. Ribyatacking refers to situations in which a
single product potentially infringes on many paseaind thus may bear multiple royalty burdens. égtomers’ willingness and ability to pay
reasonable royalties is, in part, affected by thenlper of patents infringed by a particular custopreduct, the concentration of the holders of
those patents, the customer’s cost of licensingehmatents, and the profitability of the infringimgpduct. We also compete with internal desig
groups at semiconductor manufacturers, assembleglselectronic component and system manufactusie may create their own packaging
solutions that compete with our technologies thatieense.

Reasonable royalties for our patented inventioasast secured through negotiated license agresniameby avoiding the uncertainties
of litigation. See Part |, Item 1A-Risk Factors Obtaining reasonable royalties for use of oueptstis generally dependent on:

» Reverse engineering products and demonstratingg&ment of the claimed inventior
» Defeating arguments that our patents are invaligh@nforceable; ar
» Providing technical and market data supportingrtlyalties we are seekin

Although our Tessera Intellectual Property Corpertising team is engaged with many semiconductoufaaturers and assembly and
companies and Tessera, Inc. has licensed many @eahictor companies, some of the companies thabwspatented technology have not
voluntarily entered into license agreements. Assallt, we have developed significant abilitieslempexecute and sustain litigation campait
We believe that holding a significant cash and exghivalents position is essential to maintainimg ¢redibility of our litigation capabilities.
Some of Tessera, Inc.’s extensively litigated p@Etempired in 2010, but Tessera, Inc. continugadmtain legal actions seeking damages for
past infringement of these expired patents, asagelégal actions related to unexpired patentsPaeel, Item 3—Legal Proceedings

DigitalOptics Segment

DigitalOptics offers imaging systems for smartphetiet include DOC’'s MEMS autofocus camera moduéess barrels and embedded
image processing software. Through its innovatnagpcts and technologies, DOC helps smartphoneorsrukliver improved camera
performance and functionality to consumers.

mems/cam Products:

DOC’s mems|cam family of products includes autofocamera modules and lens barrels for smartph8ydsveraging DOC's
proprietary MEMS designs and processes, DOC’s moammsproducts provide superior focusing speed, Iqegrer usage, and greater
precision advantages over incumbent autofocus tdabies such as mechanical voicecoil motors (VCMs).

Embedded Image Processing Solutic

DOC's software solutions for mobile imaging inclutieFaceTools™, face beautification, red-eye remhddDR, panorama, and image
stabilization products.

» FaceTools, which provide face-oriented imaging tetbgy such as face tracking/detection, smile/btiekection, red-eye removal,
face recognition and face beautification. When ciomdb with our hardware acceleration technology pgormance of these
applications for both video and still images is @&mted.
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» Face Beautification, which allows users to autooadly enhance portraits (still and video) with f&r@s such as skin toning, face
slimming, eye brightening, and teeth whiteni

» HDR, or High Dynamic Range which enables userafiiure quality images even in the presence of a wadge of lighting
conditions (e.g., bright lights or sui

» Panorama, which enables users to easily and autaihatreate panoramic images in a single stepauit a PC or editing softwar
» Image Stabilization, which corrects for motion béund shake induced during video capt

Micro-Optics:

DOC uses the latest semiconductor manufacturirtgnigoes to deliver its micro-optic lenses, inclgdDOEs, ROEs and IMOS. The
products are manufactured in DOC'’s state-of-thd@@t-registered facility in Charlotte, North Carai On November 14, 2012, we announce
we intended to pursue a possible sale of, or attnategic alternatives for, this facility, as wdidee that it is not central to DOC'’s core product
opportunity in the MEMS autofocus area.

Fixed Focus Camera Module

DOC produces fixed focus camera modules at its camedule assembly facility located in Zhuhai, GhiRixed focus camera modules
have lens systems where the distances betweeartbes are constant. In contrast, our mems|cam girodse MEMS technology to
mechanically adjust the distances, enabling autsfoln 2012, we began to transition production capaf our Zhuhai facility towards our
new mems|cam products.

Customers:

Certain of our DOC technologies are currently |lseshto companies such as Guangdong Oppo Mobiledralaunications Corp, LTD,
Nikon Corporation, Samsung Electronics Co., Ltdd @oshiba Corporation, among others, in marketh sis digital still cameras al
smartphones. Our micro-optic lenses are sold irdaoynmarkets, including semiconductor lithographghkend communication routers,
military and defense, and barcode scanners. Wpramarily targeting OEMs of smartphones for our nsggam family of products.

Sales and Marketing:

Our sales activities focus primarily on developdhigect relationships at the technical, marketind erecutive management levels with
companies in the camera module and smartphonetmgdodicense our technologies and sell our preésluéroduct marketing focuses on
identifying the needs and product requirementsuofooistomers. Product marketing also manages theajament of all of our technologies
throughout the development cycle and creates tignexl marketing materials to assist with the aidopdf the technologies.

Research & Development:

Our research and development groups work closedly edir sales and marketing groups, as well as astomers and partners, to bring
new products incorporating our technologies to ragik a timely, high quality and cost-efficient nman. As of December 31, 2012, DOC
employed 327 engineers and technologists devotedrtsumer optics. Research and development andrefagd costs for the DigitalOptics
segment were approximately $67.9 million, $47.2ianland $50.1 million for the years ended Decen8igr2012, 2011 and 2010,
respectively.
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Intellectual Property Portfolio:

As of December 31, 2012, our subsidiaries compgitire DigitalOptics segment owned approximately U8&ed States patents and
patent applications, as well as approximately @88ifin patents and patent applications. The laskpire of those issued patents expires in
2031.

Strategy:

Our overall goal is to disrupt today’s conventiooaimera module market by delivering our mems|caduymts combined with innovative
image processing features. We aim to do this priynay manufacturing and delivering MEMS autofoqueducts, which we anticipate will
take market share from the current incumbent VCdhnelogy due to the speed, power, and precisioaradges the MEMS autofocus
products offer relative to existing VCM camera mieduWe primarily plan to target the $4.5 billionartphone camera module market. We
also plan to license our image processing softiaeslditional major OEMs in the smartphone market, & the long-term, to integrate this
software into our mems|cam products.

Competition:

Our MEMS-based autofocus technology competes witbfacus technologies including traditional lenstioie-type autofocus, emerging
lens-modification-type autofocus, solutions usijce coil motor technology, and also other compaitat-type autofocus solutions and other
solutions and technologies provided by companiek sis DxO Labs. Our Micro-optics products suchhaddiffractive optical elements used in
off-axis illumination for lithography, face compidin from products offered by other Micaptics manufacturers such as JenOptik A.G. as
as emerging technologies such as ASML’s FlexRayrtelogy. Our wafetevel camera solution competes with both the tiawit lens vendol
who enjoy an established supply chain, as welttlsravafer-level optics technologies offered by pamies such as Heptagon Oy and
Anteryon B.V. For the embedded image processingnglogies such as Face Detection and our othefTieate products, our offerings
compete with other image processing software venslach as ArcSoft, Inc. as well as internal degigips of our customers providing sim
technologies by employing different approaches.alge expect to see other competing technologiesgam€ompetitors in the lens actuator
field include VCM manufacturers such as Mitsumidilie Co., Ltd, Shikoh, and TDK Corporation. Weatompete with internal design
groups at image sensor and lens manufacturersaandra module companies such as Omnivision Techieslokpc., Aptina Imaging
Corporation, STMicroelectronics, Inc., Samsung &@adcs Co, Ltd., and Toshiba Corporation. Thenmé design groups of these companies
may create imaging and optics solutions that coepéth our own.

Employees

As of December 31, 2012, we had 1,085 employedh, 528 in manufacturing, 373 in research and deretnt (including employees
who perform engineering, assembly, design andstrinature services under our service agreemenitsthiid parties) and 146 in general
administration, including general management, ldgaian resources, information technology, finaare@ accounting, and 38 in sales,
marketing and licensing. We have never had a wimipgge among our employees and no personnelmesented under collective
bargaining agreements other than certain ordinanyse agreements of an employer’s collective whiely bind our Israeli subsidiaries under
Israel law. We consider our relations with our eoygkes to be good.

5
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Customer Concentration

All of our revenues are denominated in U.S. doll@fe following table sets forth revenues generéi@ah customers, all of which are in
the Intellectual Property segment, comprising 10%sore of total revenues for the periods indicated:

Years Ended

December 31,
2012 2011 201(
Micron Technology, Inc. 13% 1% 13%
Spansion Inc 11 * *
10 25 21

Powertech Technology In
* denotes less than 10% of total reven

A significant portion of our revenues are deriveshi customers headquartered outside of the U.iBgipally in Asia, and we expect
these revenues will continue to account for a §icamt portion of total revenues in future periodibe table below lists the geographic regions
of the headquarters of our customers and the pegef revenues derived from each region for gheogds indicated:

Years Ended

December 31,
2012 2011 201(
u.s. 45% 2% 29%
Korea 17% 17% 13%
Taiwan 12% 2% 27%
Japar 11% 13% 15%
China 8% 3% 2%
Other Asia 4% 4% 8%
3% 5% 6%

Europe and othe

See Note 16—~Segment and Geographic Informatiéin the Notes to Consolidated Financial Statemémtsdditional geographic
information about our revenues and long-lived asset

The international nature of our business exposés asiumber of risks, including, but not limitexd t

» laws and business practices favoring local comsa

* increased tax rates and withholding tax obligatiomsicense revenues that we may not be able sebfiilly against our U.S. tax
obligations;

» difficulties in enforcing U.S. judgments and ordagainst foreign persons and products made ovel

» less effective protection of intellectual propettan is afforded in the U.S. or other developechtoes; anc

e international terrorism, particularly in emergingukets.

Available Information

Our internet address is www.tessera.com. We madiadle on our internet website, free of charge,annual report on Form 10-K,
quarterly reports on Form 10-Q, current report$omm 8-K and any amendments to those reports,@saoreasonably practicable after we
electronically file such material with, or furnigrto, the SEC. Our SEC reports can be accessedghrthe investor relations section of our
website. The information found on our website isinoorporated into this or any other report we filith or furnish to the SEC.

6
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ltem 1A. Risk Factors

Our operations and financial results are subjeetttus risks and uncertainties, including thossadibed below, that could adversely
affect our business, financial condition, resuftsperations, cash flows, and the trading pricewsfcommon stock.

Our revenues are concentrated in a few customers dnf we lose any of these customers our revenuesutth decrease substantially.

We earn a significant amount of our revenues frdimiéed number of customers. For the years endeckihber 31, 2012, 2011 and
2010, there were three, two and two customersentisely, that each accounted for 10% or more & t@venues. We expect that a significan
portion of our revenues will continue to come frartimited number of customers for the foreseealtieré. If we lose any of these customers,
our revenues could decrease substantially. Powemechnology Inc. (“PTI"), one of our customerstthacounted for 10% or more of revenue
for the year ended December 31, 2012, filed a caimphgainst Tessera, Inc. in December 2011, sgekiteclaratory judgment that PTI had
the right to terminate its license agreement dueliceach of contract by Tessera, Inc., and sulesgigunotified Tessera, Inc. in June 2012 of
its purported termination of its license agreem8&ete Part |, Item 3—kegal Proceedingfor additional detail. PTI also notified Tessersg.lin
its June 2012 letter that PTI would make a finalrpant under the license agreement in July 2012¢lwhessera, Inc. received and is included
in our operating results for the year ended Decer@be2012. If we are not able to replace the reegnom PTI or if we receive an adverse
determination in the litigation with PTI, it coulthve a substantial adverse impact on our royaltgrmee in the near term. In addition, our
license agreement with Micron Technology, Inc.,therocustomer that accounted for 10% or more ofmee for the year ended December 31
2012, expired in May 2012. If we are not able teeemto a new license agreement with Micron Tedbgy, Inc., it would have a substantial
adverse impact on our royalty revenue in the resan.t

We expect to continue to be involved in material gl proceedings in the future to enforce or protecbur intellectual property rights,
including material litigation with existing licensees or strategic partners, which could harm either bour business segments, or both.

From time to time, our efforts to obtain a reasdaabyalty through our sales effort does not resuthe prospective customer agreein
license our patents. In those cases, we generdllyse litigation in order to secure payment faispinfringement and as means of securing
future royalties for the use of our patents in¢bstomer’s products. We also litigate to enforceatber intellectual property rights, to enforce
the terms of our license agreements, to protectrade secrets, to determine the validity and sadplee proprietary rights of others and to
defend against claims of infringement or invalidi®ur current legal actions, as described in Patin 3—Legal Proceedingsare examples
of disputes and litigation that impact our busin&¥s expect to be involved in similar legal prodegd in the future, including proceedings to
ensure proper and full payment of royalties byrigees under the terms of their license agreements.

These existing and any future legal actions maynheither or both of our business segments, andhimaer our ability to independently
optimize each of them. For example, they could eaursexisting licensee or strategic partner toeceaking royalty or other payments to us,
or to challenge the validity and enforceabilityonfr patents or the scope of our license agreemamtiscould significantly damage our
relationship with such licensee or strategic parémel, as a result, prevent the adoption of ouerdifitellectual Property or DigitalOptics
technologies by such licensee or strategic parthiggation could also severely disrupt or shut aotlve business operations of our licensees ¢
strategic partners, which in turn would signifidgritarm our ongoing relations with them and causéouose royalty revenues. Moreover, the
timing and results of any of our legal proceediagsnot predictable and may vary in any individualceeding.

From time to time we identify products that we beé to infringe our patents. We seek to licensarthaufacturer of those products but
often the manufacturer is unwilling to enter intbicense agreement and then

7
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we may elect to enforce our patent rights agahste products. Litigation stemming from these beodisputes could also harm our
relationships with other licensees or our abil@ygain new customers, who may postpone licensicgsid®s pending the outcome of the
litigation or dispute, or who may, as a resultwéls litigation, choose not to adopt our technolegia addition, these legal proceedings could
be very expensive and may reduce or eliminate mfitg.

The costs associated with legal proceedings aiealfphigh, relatively unpredictable and not coetely within our control. These costs
may be materially higher than expected, which caudldersely affect our operating results and leacbtatility in the price of our common
stock. Whether or not determined in our favor ¢éimately settled, litigation diverts our managertachnical, legal and financial resources
from our business operations. Furthermore, an aéweecision in any of these legal actions couldlt@s a loss of our proprietary rights,
subject us to significant liabilities, require wsseek licenses from others, limit the value of laensed technology or otherwise negatively
impact our stock price or our business and conatditifinancial position, results of operations aash flows.

Even if we prevail in our legal actions, signifit@montingencies will exist to their settlement dimal resolution, including the scope of
the liability of each party, our ability to enforpelgments against the parties, the ability andinghess of the parties to make any payments
owed or agreed upon and the dismissal of the kegfan by the relevant court, none of which are gl@tely within our control. Parties that
may be obligated to pay us royalties could be iresttl or decide to alter their business activitiesaporate structure, which could affect our
ability to collect royalties from such parties.

Our business could be negatively affected as a rdsaf a proxy fight and the actions of activist stekholders.

We recently received a notice from Starboard Value Opportunity Master Fund Ltd (“Starboard”) taminate seven individuals for
election to our Board of Directors, although Startobhas not yet announced how many nominees itwfillally seek to elect. If a proxy coni
results from this notice or proposal or if othetivast activities continue, our business could deersely affected because:

* Responding to proxy contests and other actionschyist stockholders can be costly and time-consigmdlisrupting our operations
and diverting the attention of management and mpleyees

» Perceived uncertainties as to our future direatiay result in the loss of potential business opputies, and may make it more
difficult to attract and retain qualified personaeld business partners; ¢

» Ifiindividuals are elected to our Board of Diredavith a specific agenda, it may adversely affectability to effectively and timely
implement our strategic plans or to realize vahoenfour acquired or intangible assets, and thisdciouturn have a material adverse
effect on our business prospects and on our resiudtgerations and financial conditic

A proxy contest could also cause our stock pricexfzerience periods of volatility.

From time to time we enter into license agreementkat have fixed expiration dates and if, upon expation or termination, we are
unable to renew or relicense such license agreemsnin terms favorable to us, our results of operatits could be harmed.

From time to time we enter into license agreemtrashave fixed expiration dates. Upon expiratibsuch agreements we need to rel
or replace these agreements in order to maintainemenue base. For example, our license agreemit#mMicron Technology, Inc. expired in
May 2012. Micron Technology, Inc. accounted for 16f4nore of revenue for the year ended Decembe2@®I2 and has since entered into a
definitive sponsor agreement to acquire and suggpitia Memory, Inc., a leading dynamic random asce

8



Table of Contents

memory (“DRAM”) manufacturer, which is expectedctose in the first half of 2013 subject to numerolesing conditions and approvals. If
we fail to replace the expired Micron Technology;.llicense agreement, it will have a negative ichpa our revenue and our results of
operations.

Furthermore, we may not be able to continue licensustomers on terms favorable to us, under tistireg terms or at all, which would
harm our results of operations. While we have edpdrour licensable technology portfolio througleinal development and patents purch:
from third parties, there is no guarantee thatdtmeeasures will lead to continued royalties. Iffaieto continue to do business with our curr
licensees, our business would be materially adiyeedtected.

The success of our licensing business is dependentthe quality of our patent portfolios and our ablity to create and implement new
technologies or expand our licensable technology gifolio through acquisitions.

We derive a significant portion of our revenuesrriicenses and royalties. The success of our lingrtsusiness depends on our ability tc
continue to acquire and develop high quality papamtfolios. We devote significant resources torsing and acquiring patent portfolios anc
developing new technologies to address the evolvéegls of the semiconductor and the consumer anchaaication electronics industries
and we must continue to do so in the future to irroampetitive. The competition for acquiring highality patent portfolios is intense and
there is no assurance that we can continue to @Ecguch patent portfolios on favorable terms. Meeepdevelopments in our technologies are
inherently complex, and require long developmeteyand a substantial investment before we carmdete their commercial viability. We
may not be able to develop and market new or imguidechnologies in a timely or commercially accbfgdashion. Furthermore, our acquil
and developed patents will expire in the futurer Qurent U.S. issued patents expire at variousdifmrom 2013 through 2031. We need to
develop or acquire successful innovations and nlieaienue-generating patents on those innovatieftsdour current patents expire, and our
failure to do so would significantly harm our buess, financial position, results of operations eash flows.

We are currently involved in litigation and administrative proceedings involving some of our key pates; any invalidation or limitation
of the scope of our key patents could significantlizarm our business.

As more fully described in Part I, Iltem 3kegal Proceedingswe are currently involved in litigation involvirgpme of our patents. The
parties in these legal actions have challengeddlidity, scope, enforceability and ownership of patents. In addition, reexamination requ
have been filed in the U.S. Patent and Trademafik€Of'PTO”) with respect to patent claims at issn@ne or more of our litigation
proceedings, and oppositions have been filed agaswith respect to our patents in the EuropederR®ffice. Under a reexamination
proceeding and upon completion of the proceedmgPlTO may leave a patent in its present formpmathe scope of the patent or cancel
some or all of the claims of the patent. The PTsDésl several Official Actions rejecting or maintagearlier rejections of many of the claims
in some of our patents. We are currently assetlinge patents and patent claims in litigation afrdinistrative proceedings. If the PTO’s
adverse rulings are upheld on appeal and some @irthle claims of the patents that are subjecetxamination are canceled, our business
be significantly harmed. In addition, counterpartie our litigation and administrative proceedingsy seek and obtain orders to stay these
proceedings based on rejections of claims in th®@ REExaminations, and other courts or tribunalg&rewng our legal actions could make
findings adverse to our interests, even if the RE@ons are not final.

We cannot predict the outcome of any of these mdiogs or the myriad procedural and substantivéansin these proceedings. If th
is an adverse ruling in any legal or administrapiveceeding relating to the infringement, validignforceability or ownership of any of our
patents, or if a court or an administrative bodgtsas the PTO limits the scope of the claims of afnyur patents, we could be prevented from
enforcing or earning future revenues from thosemat and the likelihood that customers will takg/dicenses and that current licensees will
continue to agree to pay under their existing esncould be significantly reduced. The resulteduction in license fees and royalties could
significantly harm our business, consolidated fiiahposition, results of operations and cash flasvghe trading price of our common stock.
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Furthermore, regardless of the merits of any cldm@,continued maintenance of these legal and aslmaitive proceedings may result in
substantial legal expenses and diverts our managéntiene and attention away from our other bussnggerations, which could significantly
harm our business. Our enforcement proceedingsritially have been protracted and complex. The ton@solution and complexity of our
litigation, their disproportionate importance tar dwsiness compared to other companies, the pritpéoisdelay in patent litigation, and the
potential that we may lose particular motions al asthe overall litigation all could cause sigeaint volatility in our stock price and
materially adversely affect our business and cadiatadd financial position, results of operationd aash flows.

The timing of payments under our license agreementsay cause fluctuations in our quarterly or annualresults of operations.

From time to time we enter into license agreemtrasinclude pricing or payment terms that resuljuarter-to-quarter or year-ovegear
fluctuations in our revenues, such as volume pgieidjustments. The effect of these terms may asseour aggregate annual royalty reve
to grow less rapidly than annual growth in oveuatlit shipments in the applicable end market. Addgily, our licensees may fail to pay, delay
payment of or underpay what they owe to us undeticense agreements, which may in turn requireowenforce our contractual rights
through litigation, resulting in payment amountsl &ming different than expected based on the terhwaur license agreements. This also may
cause our licensing revenues to fluctuate on atguto-quarter or year-over-year basis.

Recent changes to U.S. patent laws and proposed algas to the rules of the U.S. Patent and Tradema®ffice may adversely impact
our business.

Our business relies in part on the uniform andhiisally consistent application of U.S. patent lsavsl regulations. There are numerous
recent changes and proposed changes to the patenahd proposed changes to the rules of the PTidhwnay have a significant impact on
our ability to protect our technology and enforce imtellectual property rights. For example, opt®enber 16, 2011, President Obama signec
the Leahy-Smith America Invents Act which codifgggnificant changes to the U.S. patent laws, inidgidamong other things, changing from
a “first to invent” to a “first inventor to file”gstem, limiting where a patentee may file a pasaiit, requiring the apportionment of patent
damages, replacing interference proceedings witlhaten actions and creating a post-grant oppmsigirocess to challenge patents after they
have been issued. The effects of these changesrgratent portfolio and business have yet to berdghed, as the PTO is still in the process
of implementing regulations relating to these clengnd the courts have yet to address many oftlvgorovisions. In addition, in recent ye:
the courts have interpreted U.S. patent laws agalagons differently, and in particular the U.Sipgeme Court has decided a number of pate
cases and continues to actively review more pa@ses than it has in the past. Some of these changmtential changes may not be
advantageous for us, and may make it more difftcutibtain adequate patent protection or to enfotogatents against parties using them
without a license or payment of royalties. Thesangfes or potential changes could increase the apdtsincertainties surrounding the
prosecution of our patent applications and thereefoent or defense of our patent rights, and cbala a deleterious effect on our licensing
program and, therefore, the royalties we can cbllec

Some of our license agreements may convert to fulpaid-up licenses at the expiration of their termsand we may not receive royalties
after that time.

Tessera, Inc.’s license agreement with Texas Imstras, Inc. automatically converts to a fully pajficense on December 31, 2013,
assuming that Texas Instruments complies witheaths and conditions of the license agreement wuir its expiration. In addition, Tessera,
Inc.’s license agreement with Samsung Electroniwsl@ converts to a fully paid-up license aftee #xpiration of its extended term in May
2017. We may not receive further royalties fronetisees for any licensed technology under thoseamgnats if they convert to fully paid-up
licenses because such licensees will be entitledntinue using some, if not all, of
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Tessera, Inc.’s relevant intellectual property uriie terms of the license agreements without &srgfayment, even if relevant patents are still
in effect. If we cannot find another source of rewe to replace the revenues from these licenseimgmrts converting to fully paid-up licenses,
our results of operations following such conversiguld be materially adversely affected.

The current DRAM market conditions are challenging,and if such conditions do not improve, it may have material adverse effect on
our business.

Current conditions in the DRAM market are challemggiFrom time to time prices for DRAM chips aresléisan our licenseest potentia
licensees’ variable costs of making that chip. DRRAM market has gone through many cycles of ungabfiity, resulting in the bankruptcy,
consolidation or discontinuation of DRAM productiby many semiconductor companies. For exampledglplemory Inc. filed for
bankruptcy protection in 2012, and Micron Techngldgc. has subsequently entered into a defingjwensor agreement to acquire and sug
Elpida Memory Inc., which is expected to closeha first half of 2013 subject to numerous closingditions and approvals. We are unable to
predict the effect of the current market conditionsour licensees or potential licensees. The poafitability, bankruptcy, consolidation or
discontinuation of DRAM production by any of thesempanies could have a material adverse effectobusiness.

A significant amount of our royalty revenues comefrom a few end markets and products, and our busirgs could be harmed if demand
for these market segments or products declines.

A significant portion of our royalty revenues confiesn the manufacture and sale of packaged semimdadchips for dynamic random
memories, digital signal processors, applicatioeesir standard product semiconductors, applicasipecific integrated circuits and memory.
In addition, we derive substantial revenues fromitttorporation of our technology into mobile desdclf demand for semiconductors in any
one or a combination of these market segmentsaatuats declines, our royalty revenues will be redusignificantly and our business would
be harmed.

The long-term success of our Intellectual Propertypusiness is dependent on a royalty-based businessdel, which is inherently risky.

The long-term success of our Intellectual Propbttginess is dependent on future royalties paid foydicensees. Royalty payments
under our licenses are primarily based upon thebeurof electrical connections to the semiconduchip in a package covered by our license
technology. We also have royalty arrangements iichvioyalties are paid based on a percent of Hessa per package, or a per unit sold b
We are dependent upon our ability to structureptiatg and enforce agreements for the determinatiohpayment of royalties, as well as u
our licensees’ compliance with their agreements.f&¢e risks inherent in a royalty-based businesgathonany of which are outside of our
control, such as the following:

» the rate of adoption and incorporation of our textbgy by semiconductor manufacturers and asseml

» the willingness and ability of materials and equégminsuppliers to produce materials and equipmexttstinpport our licensed
technology, in a quantity sufficient to enable yokimanufacturing

» the ability of our licensees to purchase such ri@$eand equipment on a c-effective and timely basi:
» the demand for products incorporating semicondgdfwat use our licensed technolo

» the cyclicality of supply and demand for producésng our licensed technolog

« the impact of economic downturns; ¢

» the timing of receipt of royalty reports may noteheur revenue recognition criteria resulting uncfuation in our results of
operations
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It is difficult for us to verify royalty amounts owed to us under our licensing agreements, and thisag cause us to lose revenues.

The terms of our license agreements generally requir licensees to document their use of our @olgy and report related data to us
on a quarterly basis. Although our license termeegally give us the right to audit books and resastiour licensees to verify this information,
audits can be expensive, time consuming, and maleoost justified based on our understandingiofioensees’ businesses. Our license
compliance program audits certain licensees tewethe accuracy of the information contained inrth@yalty reports in an effort to decrease
the likelihood that we will not receive the royatgvenues to which we are entitled under the terhoair license agreements, but we cannot
give assurances that such audits will be effed¢tuhat end.

The future success of our DigitalOptics business gends on our ability to become a vertically integreed camera module supplier.

As part of our DigitalOptics business, we currerldyive revenues from licenses to and royaltiesifour DigitalOptics technologies in
consumer electronics, such as mobile phones, Hajilacameras, wireless devices, personal compugad other consumer electronics. Our
future success depends upon transitioning our irragancement solutions into the mobile imaging eiattkrough delivering revolutionary
MEMS-based camera modules and becoming a verticallgriated camera module supplier. Any of the followfagtors could limit the grow
of our DigitalOptics technology, and therefore ebbhve an adverse effect on our business and sefperations:

» our ability to innovate and provide solutions atéw costs, with improved performance, or with mendanced features than our
competitors

» the relevant marke’ rate of adoption of our DigitalOptics technologi

» our ability to build a robust supply chain to sugg@moduct ramp plan:

» our ability to raise or generate sufficient capitabxecute product ramp plans; ¢

* our competitors who may have superior productohrtions which take away market share or desigrswiiom us.

The markets for semiconductors and related productand camera modules are highly concentrated, and waay have limited
opportunities to license our technologies or sellus products.

The semiconductor industry is highly concentratethat a small number of semiconductor designedsw@anufacturers account for a
substantial portion of the purchases of semicormtymbducts generally, including our products armtipcts incorporating our technologies.
Consolidation in the semiconductor industry mayeéase this concentration. For example, Micron Teldgy, Inc. entered into a definitive
sponsor agreement to acquire and support Elpidadveinc., which is expected to close in the firatflof 2013 subject to numerous closing
conditions and approvals. Accordingly, we expeat titenses of our technologies and sales of cadtymts will be concentrated with a limited
number of customers for the foreseeable futurev@sicquire new technologies and integrate themadatgroduct line, we will need to
establish new relationships to sell these prod@is.financial results depend in significant partaur success in establishing and maintaining
relationships with, and effecting substantial sabeshese customers. Even if we are successistablishing and maintaining such
relationships, our financial results will be depentin large part on these customers’ sales anddgsssresults. This is also true for the camere
module market which is the target market for ougifalOptics business. In this market, a small nuntf€®© EMs account for a substantial
portion of purchases of camera-enabled cell phandsother mobile devices. We have been promotieg@dtoption of our technologies in this
market through the supply chain infrastructure igpisg licenses with the sensor, lens and cameraufaaturers and assemblers. Consolid:
of the OEMs may affect our licensees’ ability toimain or establish relationships with these OENM®stigh which they sell products
incorporating our DigitalOptics technologies. Ageault, our financial results could be materialliyersely affected.
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We make significant investments in new products andervices that may not achieve technological feadity or profitability or that may
limit our revenue growth.

We have made and will continue to make signifigaméstments in research, development, and markefingw technologies, products
and services, including MEMS-based autofocus teldgies. Investments in new technologies are spéealand technological feasibility may
not be achieved. Commercial success depends on faetoys including innovativeness and demand fertéfthnology, availability of materit
and equipment, selling price the market is willtndoear, competition and effective licensing ordurct sales. We may not achieve significant
revenues from new product and service investmenta humber of years, if at all. Moreover, new teabgies, products and services may not
be profitable, and even if they are profitable,ratiag margins for new products and businessesmotipe as high as the margins we have
experienced historically or originally anticipated.

We are unable to predict when we will begin to gemate meaningful revenue from our MEMS-based technalgy, if we are able to do so
at all.

We have invested a significant amount of our resesiinto acquiring and developing our MEMS-basetirtelogy. We do not yet have
meaningful revenues from those technologies, whettieugh licensing arrangements or product s&lésare in the process of converting the
manufacturing facility in Zhuhai, China that we aitqd in June 2012, from fixed focus camera modmasufacturing, to the production of «
MEMS-based camera modules. However, we do not ilyrbave a customer base for MENb&sed camera modules, and we cannot be ¢
whether and when these and our other efforts aéltiito the generation of meaningful revenue fromMEMS-based camera modules. If we
are unable to do so in a timely fashion, or atall, business prospects will be significantly imeacand our results of operations and financial
condition may be materially and adversely affected.

Competing technologies may harm our business.

We expect that our technologies will continue tmpete with technologies of internal design groupseaniconductor manufacturers,
assemblers, electronic component and system mduotges, image sensor and lens manufacturers andraamodule companies such as
Omnivision Technologies, Inc., Aptina Imaging Cartdon, STMicroelectronics, Inc., Samsung ElectesrCo, Ltd., and Toshiba Corporatis
The internal design groups of these companiesetbatr own packaging, imaging and optics solutidhihese internal design groups design
around our patents or introduce unique solutiopesar to our technology, they may not need toniggeour technology. These groups may
design technology that is less expensive to impfgraethat enables products with higher performancadditional features. Many of these
groups have substantially greater resources, griéaémcial strength and lower cost structures Wwhitay allow them to undercut our price.
They also have the inherent advantage of accaegetmal corporate strategies, technology roadnaaplstechnical information. As a result,
they may be able to bring alternative solutionmtrket more easily and quickly.

For our DigitalOptics technologies, our MEMS-basetiofocus technology enables high-precision comtfal moving lens for autofocus
functionality with a small form factor. This tecHogy compete with autofocus technologies includnaglitional lens-motion-type autofocus,
emerging lens-modification-type autofocus, soludiosing voice coil motor technology, and also otteenputational-type autofocus solutions
and other solutions and technologies provided Imgpamies such as DxO Labs. Our Micro-optics prodsieth as the diffractive optical
elements used in off-axis illumination for lithoghey, face competition from products offered by otkécro-optics manufacturers such as
JenOptik A.G. as well as emerging technologies siscASML'’s FlexRay technology. Our wafer-level camsolution competes with both the
traditional lens vendors who enjoy an establishgiply chain, as well as other wafer-level optichtelogies offered by companies such as
Heptagon Oy and Anteryon B.V. For the embedded eqagcessing technologies such as Face Detectibowrother FaceTools products,
our offerings compete with other image processoftyare vendors such as ArcSoft, Inc. as well sarial design groups of our customers
providing similar technologies by employing
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different approaches. Our competitors in the lertgador field include VCM manufacturers such assMii Electric Co., Ltd, Shikoh, and TL
Corporation. We also expect to see other compégicignologies emerge.

In the future, our licensed technologies may atsopete with other technologies that emerge. Thedablogies may be less expensive
and provide higher or additional performance. Comgmwith these competing technologies may alse lgagater resources. Technological
change could render our technologies obsoletenand competitive technologies could emerge thakeaehbroad adoption and adversely
affect the use of our technologies and intellecpuaperty.

If we do not successfully further develop and comnneialize the technologies we acquire, or cultivatetrategic relationships that expand
our licensable technology portfolio, our competitie position could be harmed and our operating resudtadversely affected.

We also attempt to expand our licensable technopagtfolio and technical expertise by acquiring &ndher developing new
technologies or developing strategic relationskijil others. These strategic relationships mayuielthe right for us to sublicense technolog
and intellectual property to others. However, we/mat be able to acquire or obtain rights to liahis technology and intellectual property in
a timely manner or upon commercially reasonablmseEven if we do acquire such rights, some oté¢kbnologies we invest in may be
commercially unproven and may not be adopted ceted by the industry. Moreover, our research awldpment efforts, and acquisitions
and strategic relationships, may be futile if wendd accurately predict the future needs of theie@mauctor, consumer and communication
electronics, and consumer imaging industries. @ilmre to acquire new technologies that are comiakywiable in the semiconductor,
consumer and communication electronics, and consimaging industries could significantly harm owrsiness, financial position, results of
operations and cash flows.

The way we integrate internally developed and acqtéd technologies into our products and licensing ograms may not be accepted by
customers.

We have devoted, and expect to continue to decotesiderable time and resources to developing,iaegwand integrating new and
existing technologies into our products and liceggrograms. However, if customers do not acceptaly we have integrated our
technologies, they may adopt competing solutiomsddition, as we introduce new products or liceggirograms, we cannot predict with
certainty if and when our customers will transitiorthose new products or licensing programs. ste@mers fail to accept new or upgraded
products or licensing programs incorporating oahimlogies, our financial position, results of ggms and cash flows could be adversely
impacted.

If we fail to protect and enforce our intellectualproperty rights and our confidential information, our business will suffer.

We rely primarily on a combination of license, deypgnent and nondisclosure agreements and otheraobnél provisions and patent,
trademark, trade secret and copyright laws to ptater technology and intellectual property. If faé to protect our technology and
intellectual property, our licensees and others s&gk to use our technology and intellectual ptypeithout the payment of license fees and
royalties, which could weaken our competitive fosit reduce our operating results and increasékbkhood of costly litigation. The growth
of our business depends in large part on our ghtdibbtain intellectual property rights in a tim@hanner, our ability to convince third parties
of the applicability of our intellectual propertights to their products, and our ability to enfooee intellectual property rights against them.

In certain instances, we attempt to obtain patesteption for portions of our technology, and duehse agreements typically include
both issued patents and pending patent applicatibwe fail to obtain patents in a timely manneifdhe patents issued to us do not cover all
of the inventions disclosed in our patent applaagi others could use portions of our technologyiatellectual property without the payment
of license fees and
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royalties. For example, our business may sufferifare unable to obtain patent protection in aliimeanner from the PTO due to processing
delays resulting from examiner turnover and a eaiitig backlog of patent applications.

We also rely on trade secret laws rather than p&aers to protect other portions of our proprieteghnology. However, trade secrets
be difficult to protect. The misappropriation ofrdtade secrets or other proprietary informationldseriously harm our business. We protect
our proprietary technology and processes, in gfamough confidentiality agreements with our empksjeconsultants, suppliers and customers
We cannot be certain that these contracts havbe®st and will not be breached, that we will be abfemely detect unauthorized use or
transfer of our technology and intellectual propettat we will have adequate remedies for anydirear that our trade secrets will not
otherwise become known or be independently diseal/by competitors. If we fail to use these mechmasito protect our technology and
intellectual property, or if a court fails to enferour intellectual property rights, our businedssuffer. We cannot be certain that these
protection mechanisms can be successfully assierted future or will not be invalidated or chalggd.

Further, the laws and enforcement regimes of eedaiintries do not protect our technology and lie¢glial property to the same exten
do the laws and enforcement regimes of the U.Sekample, it may be particularly difficult to proteour DigitalOptics technology and
intellectual property in the manufacturing facilityZhuhai, China that we acquired in June 2012r&fore, in certain jurisdictions, including
China, we may be unable to protect our technolagyiatellectual property adequately against unaigkd use, which could adversely affect
our business.

Our business may suffer if third parties assert thawe violate their intellectual property rights.

Third parties may claim that we or our customeesiafringing upon their intellectual property righEven if we believe that such claims
are without merit, they can be time-consuming awgtlg to defend against and will divert managemnseattention and resources away from ou
business. Furthermore, third parties making suatmd may be able to obtain injunctive or other tdplé relief that could block our ability to
further develop or commercialize some or all of products or services in the U.S. and abroad. Glaifrintellectual property infringement a
might require us to enter into costly settlementaanse agreements or pay costly damage awar@és iEwe have an agreement that provides
for a third party to indemnify us against such sp#te indemnifying party may be unable to perf@etontractual obligations under the
agreement. If we cannot or do not license thenggd intellectual property at all or on reasonabtes, or substitute similar technology from
another source, our business, financial positieswlts of operations and cash flows could suffer.

Failure by the semiconductor industry to adopt ourpackaging technology for the next generation highgrformance DRAM chips would
significantly harm our business.

To date, our packaging technology has been useg\ysral companies for high performance DRAM chijfzs.example, packaging using
our technology is used for DDR2 and DDR3 DRAM arslaurrently have licensees, including SK hynix laed Samsung Electronics, Co.,
Ltd., who are paying royalties for DRAM chips invaticed packages.

DRAM manufacturers are also currently developingt meeneration high performance DRAM chips, inclgdivext generation of DDR
referred to as DDR4, to meet increasing speed arfdrnmance requirements of electronic products.béleeve that these next-generation, higk
performance DRAM chips will require advanced padhkggechnologies such as CSP.

We anticipate that royalties from shipments of gheext-generation, high performance DRAM chips paekl using our technology may
account for a significant percentage of our funeneenues. If semiconductor manufacturers do ndirmmos to use packages employing our
technology for the next generation of high perfonceDRAM chips and find a viable alternative padkgdechnology for use with next
generation high
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performance DRAM chips, or if we do not receivealbigs from next generation, high performance DRéips that use our technology, our
future revenues could be adversely affected.

Our technology may be too expensive for certairt gereration high performance DRAM manufacturetsictv could significantly
reduce the adoption rate of our packaging technyologext generation high performance DRAM chipgeit if our package technology is
selected for at least some of these next generhtignperformance DRAM chips, there could be delaythe introduction of products utilizing
these chips that could materially affect the amaumt timing of any royalty payments that we rece®ther factors that could affect adoption
of our technology for next generation high perfonec@ DRAM products include delays or shortages denels and equipment and the
availability of testing services.

Our licensing cycle is lengthy and costly, and oumarketing, legal and sales efforts may be unsuccésk

We generally incur significant marketing, legal aades expenses prior to entering into our liceggeements, generating a license fee
and establishing a royalty stream from each licen$be length of time it takes to establish a rieenksing relationship can take 18 months or
longer for an Intellectual Property license and®hths or longer for some DigitalOptics licenses.stich, we may incur significant losses in
any particular period before any associated revetream begins.

Tessera Intellectual Property Corp. incurs sigaificreverse engineering expenditures on produgistehtial licensees in order to
prepare sales and marketing collateral. We empitgnsive marketing and sales efforts to educatmdiees, potential licensees and original
equipment manufacturers about the benefits ofethriologies. In addition, even if these companiepaour technologies, they must devote
significant resources to integrate fully our tedlogees into their operations. If our marketing aades efforts are unsuccessful, then we will
be able to achieve widespread acceptance of oundémgy. In addition, ongoing litigation could imgiaour ability to gain new licensees which
could have an adverse effect on our financial didiresults of operations and cash flows.

If our licensees delay or are unable to make paymé&nto us due to financial difficulties, or shift their licensed products to other
companies to lower their royalties to us, our operting results and cash flows could be adversely affted.

A number of companies in the semiconductor andwnes electronics industries are facing severe firmifficulties. As a result, there
have been recent bankruptcies and restructuricgrapanies in these industries. Our licensees naydanilar financial difficulties which me
result in their inability to make payments to ugitimely manner or if at all. In addition, ourditsees may merge with or may shift the
manufacture of licensed products to companiesdtehot currently licensees to us. This could nthkecollection process complex and
difficult which could adversely impact our businesancial condition, results of operations andtrciows.

The success of our recently acquired manufacturinéacility in Zhuhai, China will depend on our ability to realize the anticipated
benefits from integrating the acquired business andssets into our operations.

We may falil to realize the anticipated benefitsrfrour integration of the manufacturing facility amdated assets that we acquired in
Zhuhai, China from Flextronics International, Litd.June 2012 (the “Zhuhai Transaction”) on a timedgis, or at all, for a variety of reasons,
including the following:

« difficulties operating in the Peoj's Republic of China, where the Company has limilieelct prior experience

« difficulties integrating the relatively large nuntt@ personnel from the acquired business intohmuman resource processes and
programs
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» failure to maintain relationships with existing pliprs of the acquired business or to obtain atterisources of supply for such
business; an

» failure to integrate our existing DigitalOptics beologies, such as our MEMS solutions, with the unfacturing capabilities of the
acquired busines

Our failure to successfully integrate the acquibadiness and assets may delay or undermine oity dbiexecute on our business plan
for the DigitalOptics business, which would advérsdfect our business and operations.

We do not have extensive experience in manufactuignand marketing products, and as a result, may benable to successfully execute
on our business plan for the DigitalOptics segment.

We acquired our first large-scale manufacturingrafien in the Zhuhai Transaction, and are in trecess of transforming that
manufacturing operation away from the productiofix@d focus camera modules toward camera modwssedon our MEMS technology. V
are also investing in lens design and manufacturapability in our factory in Taiwan. While we hakieed personnel with manufacturing and
product marketing experience, we do not, as a caggeve extensive experience in these areas. Weddevelopment group in Arcadia,
California, that must successfully transfer newdoi@ programs to mass production, but we do noé laeny proven experience in this transfer
process. Therefore, our relative lack of experienag make it difficult for us to manufacture Didgtics products in commercial quantities
while meeting the quality, price, engineering, dasiand production standards required to profitabdyket those products. Even if we are
successful in integrating and developing our maectufing capabilities and processes, we do not kwbether we will do so in time to satisfy
the requirements of customers. Failure to meettheufacturing requirements of customers, includiieg One OEMSs, and the failure to
successfully market our products to such customers|d adversely affect our business and resultgpefations.

Our manufacturing operations could expose us to ligilities and claims that we have not previously exgrienced, and such operations, as
well as our entire DigitalOptics business, could bsubject to litigation risks arising from our Intellectual Property business.

Our commencement of large-scale manufacturing dipesaresulting from the completion of the Zhuhaaiisaction and completion of
our Taiwan factory could significantly increase thek that our DigitalOptics business becomes alifeclaims of infringement of third-party
intellectual property rights. We do not have peaperience in such manufacturing for markets incihhird parties may hold a substantial
body of patents and other intellectual propertitsg Moreover, the risks of third-party infringenhetaims could be heightened by our need to
engage in enforcement activities in our IntelletRimperty business, as existing or potential qusts of our Intellectual Property business
may seek to assert infringement claims againsbagitalOptics business in response to our enforgdraetivities in our Intellectual Property
business. Competitors of our DigitalOptics businessld not be subject to such heightened risk iéltparty claims, and such claims could
adversely affect our DigitalOptics business as @aslimpair our enforcement ability and resultsun lmtellectual Property business. Althouc
separation of our DigitalOptics business mightipytabate our heightened vulnerability in thigaed, such a separation remains speculative
and there can be no assurance that we ultimatdilgetermine to separate or to be successful iarsging such business.

As a larger portion of our revenues is generated érm product sales, we may rely on outsourced high itone manufacturing, which is
inherently risky.

As we integrate internally developed technologie products, we may rely on outsourced high volumaaufacturing by utilizing third
party wafer foundry, camera lens, packaging, asBeartd test capabilities. Doing so could preseskgito our operations, including:

* reduced control over delivery schedules, yieldpaciy and quality assuranc
» limited number of vendors capable of manufactudnghigh technology product
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» limited availability of vendor capacity for our ghacts which may delay time to mark

» failure of vendors to meet our technical requiretag

» difficulty in determining target inventory levelaged on forecasted demand, which may not be reji
» infringement or misappropriation of other third fi@e’ or our intellectual property

» limited warranties on products and services sugptieus; anc

» overhead costs of developing and maintaining aajlsbpply chain

If any vendor in the supply chain materially faisperform, or if we are required to find an aleevendor and are not able to do so on
timely basis, or if these vendors materially inse¢heir prices, our business strategy could bmédiand our results of operations could be
adversely affected.

We could experience losses due to product liabilitglaims which could result in substantial costs tas.

We sell products and provide services that mayestiojs to product liability claims in the futureltough we carry liability insurance in
amounts that we believe are appropriate, prodabitliy claims can be costly and any future prodiadiility claim made against us may exct
the coverage limits of our insurance policies, kaweded from coverage under the terms of our padicir cause us to record a self-insured los
A product liability claim in excess of our insur@ngolicies could have a material adverse effeadwrbusiness, financial condition and results
of operations. Even if a product liability losscisvered by our insurance policies, such policiegaio substantial retentions and deductibles
that we would be required to pay. Our existing rasge may not be renewed at a cost and level afrage comparable to that presently in
effect, or at all. The payment of retentions orwdgibles for a significant amount of claims coubivb a material adverse effect on our busines
financial position, results of operations and ciaivs.

Our DigitalOptics solutions currently rely on the use of certain materials and proprietary equipment fom a single supplier or a limited
number of suppliers. The lack of availability of these materials or proprietary equipment could delayhe execution of our business
strategy and adversely affect our revenues.

We currently rely on the use of certain materiatgilable from a single supplier or a limited numbésuppliers for the manufacturing of
our small form factor micro-optics. In addition, walize proprietary assembly equipment for certitical steps of the lens barrel assembly
process. If any or some of these materials or Etgyy equipment become unavailable, or, if antheke suppliers cease operations and we
cannot find an alternative source, our developreéfotts could be delayed and our revenues froniagitalOptics business could be adver:
affected.

Our financial and operating results may vary, whichmay cause the price of our common stock to decline

Our quarterly operating results have fluctuatethapast and are likely to do so in the future.@mse our operating results are difficult to
predict, you should not rely on quarterly or anre@hparisons of our results of operations as aicatidn of our future performance. Factors
that could cause our operating results to fluctdaring any period or that could adversely affaat @bility to achieve our strategic objectives
include those listed in thisRisk Factors'section of this report and the following:

» the timing of and compliance with license or seevégreements and the terms and conditions for patyto@s of license or service
fees under these agreemel

» fluctuations in our royalties caused by the pridiagns of certain of our license agreeme
» changes in our royalties caused by changes in défeaproducts incorporating semiconductors that asr licensed technolog
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» decrease in our revenues caused by price erosibigbhrperformance camera modules incorporatinggitalOptics technologies
» the amount of our product and service reven

» the timing of obtaining product orders and exeautimr manufacturing plan for our MEMS solutio

» changes in the level of our operating expen

» delays in our introduction of new technologies @rket acceptance of these new technologies throaghlicense agreemen

» our ability to protect or enforce our intellectyabperty rights or the terms of our agreeme

» legal proceedings affecting our patents, patenliGdjpns or license agreemen

» the timing of the introduction by others of compgttechnologies

» changes in demand for semiconductor chips in tkeiip end markets in which we concentr:

» changes in demand for semiconductor capital equipndéital still cameras and other camera-enatiladces including cell phones,
security systems and personal comput

» the timing of the conclusion of license agreeme

» the time it takes to establish new licensing aresmgnts could be length

» the timing of meeting the requirements for reveragognition under accounting principls
» changes in accounting principles; &

» cyclical fluctuations in semiconductor markets gaitg.

Due to fluctuations in our operating results, répfmom market and security analysts, litigatiotated developments, and other factors,
the price at which our common stock will tradeikgly to continue to be highly volatile. In futuperiods, if our revenues or operating results
are below the estimates or expectations of pubdicket analysts and investors, our stock price cdaldine. In the past, securities class action
litigation has often been brought against compafuikswing a decline in the market price of thedcsrities. If our stock price is volatile, we
may become involved in this type of litigation letfuture. Any litigation could result in substahitosts and a diversion of management’s
attention and resources that are needed to suattgssh our business.

Our stockholders may not receive the level of divieinds provided for in our dividend policy or any dividend at all, and any decrease in
or suspension of the dividend could cause our stogkice to decline.

Our initial dividend policy, adopted and announgeiarch 2012, contemplates the payment of a regularterly cash dividend of $0.
per share on our outstanding common stock. We éxp@ontinue to pay quarterly cash dividends onammmon stock at the rate set forth in
our current dividend policy. However, the dividgmalicy and the payment of future cash dividendseunride policy are subject to the final
determination each quarter by our Board of Dirextbat the policy remains in our best interestsciwdetermination will be based on a
number of factors, including our earnings, finahc@ndition, capital resources and capital requéets, alternative uses of capital, economic
condition and other factors considered relevarthleyBoard of Directors. Given these considerations Board of Directors may increase or
decrease the amount of the dividend at any timeneangdalso decide to suspend or discontinue the payof cash dividends in the future. Any
decrease in the amount of the dividend, or suspermi discontinuance of payment of a dividend, daasluse our stock price to decline.
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The investment of our cash, cash equivalents andvastments in marketable debt securities are subjetd risks which may cause losses
and affect the liquidity of these investments.

At December 31, 2012, we held approximately $103lBon in cash and cash equivalents and $338.8aniin short-term investments.
These investments include various financial seiesrguch as municipal bonds and notes, corporatdsdand notes, commercial paper, trea
and agency notes and bills, and money market furtds weakened financial markets, originally causgthe sub-prime mortgage crisis in the
U.S., has at times adversely impacted the generditcliquidity, market and interest rates forsbend other types of debt securities.
Additionally, changes in monetary policy by the Eed Open Market Committee and recent concernstdbeuising U.S. government debt
level may cause a decrease in the purchasing paivtlee U.S. dollar and adversely affect our investimportfolio. The financial market and
monetary risks associated with our investment pliotinay have a material adverse effect on oumiane condition, results of operations and
cash flows.

We operate in a highly cyclical semiconductor indusy, which is subject to significant downturns.

The semiconductor industry has historically beeclicgl and is characterized by wide fluctuationginduct supply and demand. From
time to time, this industry has experienced sigaiiit downturns, often in connection with, or inieipation of, declining economic conditions,
maturing product and technology cycles, and exitegntories. This cyclicality could cause our opgresults to decline dramatically from
one period to the next. Our business depends lyagwiln the volume of production by our licensedsicly, in turn, depends upon the current
and anticipated market demand for semiconductatgpapducts that use semiconductors. Similarly,pzoduct revenues rely at least in part
upon the demand of the semiconductor equipmentehaBemiconductor manufacturers and package asgewiipanies generally sharply
curtail their spending during industry downturns;ts as in the recent global economic downturn,hasidrically have lowered their spending
more than the decline in their revenues. As a tesut businesses results have been, and will beeifuture, significantly impacted by the
cyclicality of the semiconductor industry. If weearnable to control our expenses adequately irorespto lower revenues from our licensees
and service customers in such downturns, our estibperations and cash flows will be materiatig adversely impacted.

Changes in financial accounting or existing taxatin standards, rules, practices or interpretation maycause adverse unexpected revenue
and expense fluctuations which may impact our repded results of operations.

We prepare our consolidated financial statemenéeoordance with U.S. GAAP. These principles algest to interpretations by the
SEC and various accounting bodies. In additionameesubject to various taxation rules in many gicsons. The existing taxation rules are
generally complex, frequently changing and oftemiguous. Changes to existing taxation rules, chautgéhe financial accounting standards
such as the proposed convergence to internatioraldial reporting standards, or any changes tintieepretations of these standards or rules
may adversely affect our reported financial resoittthe way we conduct our business. Recent actmuptonouncements and their estimated
potential impact on our business are addresseaia B—"Recent Accounting Pronouncemeiiis the Notes to Consolidated Financial
Statements.

The international nature of our business exposes ue financial and regulatory risks that may have anegative impact on our
consolidated financial position, results of operatins and cash flows, and we may have difficulty pretting our intellectual property in
some foreign countries.

We derive a significant portion of our revenuesifrlicensees headquartered outside of the U.S. \We ddao expanded our operations
outside of the U.S., including manufacturing operat in China and Taiwan, and our research andldewent facilities in Ireland, Japan,
Romania and Taiwan to design, develop, test or etark
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certain technologies. International operationssaitgect to a number of risks, including but notiléd to the following:

» fluctuations in exchange rates between the U.Sadahd foreign currencies as our revenues arerdigrabed principally in U.S.
dollars and a portion of our costs are based ial logrrencies where we operg

» changes in trade protection laws, policies and oreasand other regulatory requirements affectiadet and investmer
* regulatory requirements and prohibitions that difetween jurisdictions
» laws and business practices favoring local comsa

« withholding tax obligations on license revenues tha may not be able to offset fully against ougltax obligations, including the
further risk that foreign tax authorities may reacdcterize license fees or increase tax rateshadaald result in increased tax
withholdings and penaltie

» security concerns, including crime, political insty, terrorist activity, armed conflict and char military unrest
« differing employment practices, labor issues ansiess and cultural factoi
» less effective protection of intellectual propetttan is afforded to us in the U.S. or other devetbpountries; an

» limited infrastructure and disruptions, such agdascale outages or interruptions of service frdilities or telecommunications
providers.

Our intellectual property is also used in a largenber of foreign countries. There are many cousiiriavhich we currently have no
issued patents. In addition, effective intellectualperty enforcement may be unavailable or limitedome foreign countries. It may be
difficult for us to protect our intellectual propgifrom misuse or infringement by other companiethiese countries. We expect this to become
a greater problem for us as our licensees inctb@&semanufacturing and sales in countries whidvijate less protection for intellectual
property. Our inability to enforce our intellectymbperty rights in some countries may harm ouir®ass, financial position, results of
operations and cash flows.

Our business and operating results may be harmed e are unable to manage growth in our business,\ife undertake any
restructuring activities or if we dispose of a busiess division or dispose of or discontinue any pradt lines.

We plan to continue the expansion of our operatidomestically and internationally, and may congino do so through both internal
growth and acquisitions. For example, in June 20&2¢losed the Zhuhai Transaction. This expansiap strain our systems and managernr
operational and financial controls and resouraesaddition, we are likely to incur higher operatowsts. To manage our growth effectively, we
must continue to improve and expand our managersgstems and financial controls. We also need mtirmee to expand, train and manage
our employee base. We cannot ensure that we wibleto timely and effectively meet demand andntaén the quality standards required by
our existing and potential customers and licendegghermore, production orders from customersl@etsees of the acquired businesses me
decline from historical levels. If we are unablesféectively manage our growth or we are unsucegésfrecruiting and retaining personnel,
business and operating results will be harmed.

From time to time, we may undertake to restructurebusiness, including the disposition of a bussndivision, or the disposition or
discontinuance of a product line. For example,d@2 we announced that we are exploring a posséparation of our DigitalOptics business
from the parent corporation and, in November 20@2announced the planned closure of our facilitated in Tel Aviv, Israel and the facility
will be closed
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in the first quarter of 2013. We also announceNavember 2012 the potential sale of our Digital@ptinanufacturing facility based in
Charlotte, North Carolina. There are several factbat could cause a restructuring, a dispositica discontinuance to have an adverse effect
on our business, financial position, results ofrafiens and cash flows. These include potentiabdison of our operations and our informat
technology systems, the timing of development afteahnology, the deliveries of products or serviteour customers, changes in our
workforce and other aspects of our business. litiaddsuch actions may increase the risk of claim#hreats of lawsuits by our customers or
former employees. In the case of a disposition mfoaluct line, there may be a risk of not identifyia purchaser, or, if identified, the purchase
price may be less than the net asset book valufidégoroduct line. Employee morale and productieityld also suffer and we may lose
employees whom we want to keep. Any restructurdiigposition or discontinuance would require suisdmanagement time and attention
and may divert management from other important wdhere are no assurances that the restructurisggeshl or discontinuance will reduce
our operating expenses. We may also incur otheifiignt liabilities and costs including employes/erance costs, relocation expenses, and
impairment of lease obligations and long-lived &sddoreover, we could encounter delays in exegudimy restructuring plans, which could
cause further disruption and additional unanti@gatxpense.

We may be unable to identify or complete a favoralel transaction to separate our DigitalOptics busines

Although we have previously announced that we apdoging a possible separation of our DigitalOpticsiness from the parent
corporation and incentivized our CEO to succesgigin off this business segment, we have not defiaitive timetable for completing our
exploration of strategic alternatives for the Dagf@ptics business, and there can be no assuraaicénéhprocess will result in the identification
or selection of a transaction, that any transadtian is identified or selected will be completedthat a completed transaction will be favore
to us and our stockholders. There are numerouddsural such a transaction, including the ongoingrafing losses of the DigitalOptics
business, which make it uncertain whether suchnlessicould be operated as a staluhe company or would attract interest from anyeptal
buyer.

In order to realize our business plan for the DigialOptics business, we will need to invest a sigrifint amount of capital into our
DigitalOptics business and may make additional acgsitions.

Even if the manufacturing operation acquired inZhehai Transaction is successfully integrated miooperations, the success of our
business plan for the DigitalOptics business, iditlg the goal to become a vertically integrated @@module supplier, will require substar
additional capital expenditures, increased workiapital, and additional acquisitions. For example recently made significant capital
expenditures to build a manufacturing facility omwan. Additionally, we are making inventory pursha and entering into related purchase
commitments. These and other investments in ouitdd@ptics business may result in restructuring assket impairment charges which would
adversely affect the financial results of the Conypa

There can be no assurance that our existing cap#alirces and cash from operations will be sefficio fund such capital expenditures
and make additional acquisitions, and such uncgytaiould be compounded if we pursue a separafi@uioDigitalOptics business, a
possibility we announced in April 2011. We may néedaise capital or fund acquisitions throughisaance of debt or equity securities or
sale of assets; however, we may not be able tos@git financing or equity financing on reasonaétens, if at all. Even if we have or obtain
all necessary funding, we may nevertheless be artabtientify and execute suitable acquisitiongrtmw the DigitalOptics business. If our
existing capital resources or cash from operatayaaot sufficient and we are unable to obtain s&mgy capital to execute on our DigitalOp
business plan, or to make additional acquisiti@dnspuld adversely affect our business, financ@idition and results of operations.

Disputes regarding our intellectual property may require us to indemnify certain licensees, the cosf avhich could adversely affect our
business operations and financial condition.

While we generally do not indemnify our licensesmmne of our license agreements in our DigitalOgiicsiness provide limited
indemnities for certain actions brought by thirdtigs against our licensees, and some
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require us to provide technical support and infdramato a licensee that is involved in litigatiocor fusing our technology. We expect to agree t
provide similar indemnity or support obligationsfiture licensees. Our indemnity and support olitiges could result in substantial expenses.
In addition to the time and expense required faiouademnify or supply such support to our liceessea licensee’s development, marketing
and sales of licensed DigitalOptics products cdiglédeverely disrupted or shut down as a resuitightion, which in turn could have a mate
adverse effect on our business operations, cormetidinancial position, results of operations aash flows.

If we lose any of our key personnel or are unableotattract, train and retain qualified personnel wemay not be able to execute our
business strategy effectively.

Our success depends, in large part, on the comtiooetributions of our key management, engineesafgs, marketing, legal and finar
personnel, many of whom are highly skilled and wides difficult to replace. None of our senior magragnt, key technical personnel or key
sales personnel are bound by written employmertracts to remain with us for a specified periodadidition, we do not currently maintain
key person life insurance covering our key persbaoneestrictions on their post-employment abititysolicit our employees, contractors or
customers if key personnel voluntarily terminateittlemployment. The loss of any of our senior managnt or other key personnel could h
our ability to implement our business strategy egpond to the rapidly changing market conditiona/hich we operate. Moreover, some of
the individuals on our management team have bethreincurrent positions for a relatively shortipdrof time. Our future success will depend
to a significant extent on the ability of our maeagent team to work together effectively.

Our success also depends on our ability to attii@dt, and retain highly skilled managerial, enginieg, sales, marketing, legal and
finance personnel and on the abilities of new pamebto function effectively, both individually armd a group. Competition for qualified ser
employees can be intense. We have also experieanddye expect to continue to experience, difficuithiring and retaining highly skilled
engineers with appropriate qualifications to suppar growth and expansion. Further, we must toainnew personnel, especially our
technical support personnel, to respond to andatppr licensees and customers. If we fail tohs, tit could lead to dissatisfaction among
our licensees or customers, which could slow oawtjn or result in a loss of business.

Changes to our enterprise resource planning and o#r key software applications could cause unexpectgatoblems to occur and disrupt
the management of our business.

We are currently contemplating an upgrade to oterprise resource planning system (“ERP”), and roth@nagement information
systems which are critical to the operational, aationg and financial functions of our company. $igant management attention and
resources would be used and extensive planningddmitequired to support effective implementatiba aew ERP and other such system:
addition, such implementation may carry certaiks;jsncluding the risk of significant design erromsd unexpected difficulties may arise that
could materially and adversely affect the accui@uay timely reporting of our operating results amgact our ability to manage our business.

Our business operations could suffer in the eventf anformation technology systems’ failures or sectity breaches.

Despite system redundancy and the implementatieeairity measures within our internal and exteimfarmation technology and
networking systems, our information technology eyt may be subject to security breaches, damag@scivmputer viruses, natural disasters
terrorism, and telecommunication failures. Any epstfailure or security breach could cause intefomgtin our operations in addition to the
possibility of losing proprietary information angdle secrets. To the extent that any disrupticeourity breach results in inappropriate
disclosure of our confidential information, we niagur liability or additional costs to remedy thandages caused by these disruptions or
security breaches.
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Decreased effectiveness of share-based compensationld adversely affect our ability to attract andretain employees.

We have historically used stock options and otbem$ of stock-based compensation as key componénts employee compensation
program in order to align employees’ interests lith interests of our stockholders, encourage eyeploetention and provide competitive
compensation and benefit packages. Since the adoptithe authoritative guidance on share-basethpat, we have recorded significant
compensation costs associated with our stock-bammgensation programs. Difficulties relating toabing stockholder approval of equity
compensation plans or changes to the plans couté maarder or more expensive for us to grantkstmsed compensation to employees in
the future. As a result, we may find it difficudt attract, retain and motivate employees, and aoly difficulty could materially adversely affe
our business.

Failure to comply with environmental regulations calld harm our business.

We use hazardous substances in the manufacturihteating of prototype products and in the develepinof our technologies in our
research and development laboratories. We aredubja variety of local, state, federal and foreggpvernmental regulations relating to the
storage, discharge, handling, emission, generati@mufacture and disposal of toxic or other hazasdmbstances. Our past, present or future
failure to comply with environmental regulationsutiresult in the imposition of substantial finesus, suspension of production, and
alteration of our manufacturing processes or cessaf operations. Compliance with such regulatioosld require us to acquire expensive
remediation equipment or to incur other substaetalenses. Any failure by us to control the usspalal, removal or storage of, or to
adequately restrict the discharge of, or assitércleanup of, hazardous or toxic substancesdaublject us to significant liabilities, including
joint and several liabilities under certain stasutehe imposition of such liabilities could sigodntly harm our business, financial positi
results of operations and cash flows.

Our effective tax rate depends on our ability to seure the tax benefits of our international corporat structure, on the application of the
tax laws of various jurisdictions and on how we opmate our business.

Our international corporate structure and intercanyparrangements, including the manner in whichmaeket, develop, use and license
our intellectual property, fund our operations atrdicture transactions with our international sdiasies, may result in the reduction of our
worldwide effective tax rate. Such internationalpmrate structure and intercompany arrangementsudoject to examination by the tax
authorities of the jurisdictions in which we operancluding the United States. The applicatiotheftax laws of these jurisdictions to our
international business activities is subject telptetation and depends on our ability to operateébasiness in a manner consistent with our
corporate structure and intercompany arrangembtdseover, such tax laws are subject to change .atiéixorities may disagree with our
intercompany transfer pricing arrangements, inclgdiur transfer of intangibles, or determine thatanner in which we operate our busit
does not achieve the intended tax consequence#idgxddly, future changes in the tax laws (suclpesposed legislation to reform U.S.
taxation of international business activities) rhaye an adverse effect on our international cotpaiucture and operations. The result of an
adverse determination of any of the above itemdddogrease our worldwide effective tax rate anchinaur financial position and results of
operations.

We have business operations located globally in mas that are subject to natural disasters.

Our business operations depend on our ability tmtai@ and protect our facilities, computer systeand personnel. Our locations may
subject to earthquakes, hurricanes and other natigesters. Should a hurricane, earthquake or citastrophe, such a fire, flood, tsunami,
power loss, communication failure or similar evdisable our facilities, we do not have readily &alale alternative facilities from which we
could conduct our business.

24



Table of Contents

We have made and may continue to make or to purswecquisitions which could divert management’s attenbn, cause ownership
dilution to our stockholders, or be difficult to integrate, which may adversely affect our financial esults.

We have made several acquisitions, and it is oentiplan to continue to acquire companies, aspatent portfolios and technologies
that we believe are strategic to our future busines/estigating businesses, assets, patent gogfot technologies and integrating newly
acquired businesses, assets, patent portfolieebnologies could put a strain on our resourcadddme costly and time consuming, and might
not be successful. Such activities divert our managnt’s attention from other business concernadtition, we might lose key employees
while integrating new organizations or operatichsquisitions could also result in customer dissatison, performance problems with an
acquired company or technology, potentially dilatissuances of equity securities or the incurrefickebt, the assumption or incurrence of
contingent liabilities, impairment charges relatedjoodwill and possible impairment charges relatedther intangible assets or other
unanticipated events or circumstances, any of wbichd harm our business.

Our plans to integrate and expand upon researchl@elopment programs and technologies obtainedigfr acquisitions may result in
products or technologies that are not adopted dyrthrket. Similarly, our plans to establish andxpand manufacturing operations for new
products in China and potentially other countrieg/mesult in products that do not achieve antigipatustomer acceptance or sales. The m
may adopt competitive solutions to our productgeohnologies. Consequently, we might not be subaessintegrating any acquired
businesses, assets, products or technologies, @t mot achieve anticipated revenues and costfitene

There are numerous risks associated with our acquisons of businesses, technologies and patents

We have made a number of acquisitions of businetsg®nologies and patents in recent years. Theagédsitions are subject to a number
of risks, including but not limited to the followgn

» These acquisitions could fail to produce anticigdienefits, or could have other adverse effectsvilkecurrently do not foresee. As a
result, these acquisitions could result in a rednodf net income per share as compared to thanoeme per share we would have
achieved if these acquisitions had not occut

e The purchase price for each acquisition is detegthimased on significant judgment on factors sugir@igected value, quality and
availability of the business, technology or patémiaddition, if other companies have similar iet&s in the same business,
technology or patent, our ability to negotiate thasquisitions at favorable terms may be limited tie purchase price may be
artificially inflated.

» Following completion of these acquisitions, we nuaigover additional liabilities, patent validity fimgement or enforcement issues
or unforeseen expenses not discovered during tigedce process. Any such additional liabilitieatgmt validity, infringement or
enforcement issues or expenses could result iifisigmt unanticipated costs not originally estinthtsuch as impairment charges of
acquired assets and goodwill, and may harm ounfiaresults. For example, during 2011 we recomeénpairment of goodwill ¢
$49.7 million, mainly due to a significant declimeour market capitalization for an extended penbtime.

* The integration of technologies, patent portfobmsl personnel, if any, will be a time consuming arplensive process that may
disrupt our operations if it is not completed itimaely and efficient manner. If our integrationatf are not successful, our results of
operations could be harmed, employee morale caedtiret, key employees could leave, and customatioek could be damaged. In
addition, we may not achieve anticipated synergiesther benefits from any of these acquisitic

* We have incurred substantial direct transactiotscas a result of these acquisitions and anticipataring substantial additional
costs to support the integration of these busirseasd technologies. The total cost of the integnathay exceed our expectatio
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» Sales by the acquired businesses may be subjditfarent accounting treatment than our existingibesses, especially related to
recognition of revenues. This may lead to potemut&érral of revenues due to new mult-element revenue arrangemel

» There is a significant time lag between acquiringagent portfolio and recognizing revenue from ghpatent assets. During that time
lag, material costs are likely to be incurred iagaring licensing and/or litigation campaigns tlvatld have a negative effect on our
results of operations, cash flows and financiaitpms

* We may require external financing that is dilutipegesents risks of debt or shares a corporate apptyr with a third party

* We are required to estimate and record fair vatdie®ntingent assets, liabilities, deferred tavetsand liabilities at the time of an
acquisition. Even though these estimates are bais@thnagement’s best effort, the actual results difégr. Under the current
accounting guidance, differences between actualtseand management’s estimate could cause ouatpgresults to fluctuate or
could adversely affect our results of operatic

If our amortizable intangible assets (such as acqrgd patents) or equity investments become impairedye may be required to record a
significant charge to earnings.

In addition to internal development, we intend todalen our intellectual property portfolio througfhategic relationships and
acquisitions. We believe this will enhance the cetitfyeness and size of our current businesseslaedsify into markets and technologies
complement our current businesses. These acquisitiould be in the form of asset purchases, equigstments, or business combinations
a result, we may have intangible assets whichm@tized over their estimated useful lives, equijestments, in-process research and
development, and goodwill. Under U.S. GAAP, weraauired to periodically review our goodwill, ampéble intangible assets, such as
patent portfolio, and equity investments for impsnt when events or changes in circumstances iedilsa carrying value may not be
recoverable. Factors that may be considered a eharmgrcumstances indicating that the carryingigadf our goodwill, amortizable intangible
assets or equity investments may not be recovenadligde a decline in future cash flows, fluctuaan market capitalization, slower growth
rates in our industry or slower than anticipatedpidn of our products by our customers. In 2014 recorded an impairment of goodwill of
$49.7 million due to a significant decline in ouarket capitalization for an extended period of tithe we continue to review for factors that
may affect our business which may not be in outrobnwe may be required to record a significardrge to earnings in our financial
statements during the period in which any impairmoérour amortizable intangible assets or equityeBtments is determined, resulting in an
adverse impact on our business, financial positioresults of operations.

Compliance with changing regulation of corporate geernance and public disclosure may result in additinal expenses.

Changing laws, regulations and standards relatimptporate governance and public disclosure, ne@ gulations and the NASDAQ
Stock Market rules, have created uncertainty fonganies. These laws, regulations and standardsfteresubject to varying interpretations.
As a result, their application in practice may &echs new guidance is provided by regulatory anegong bodies, which could result in
higher costs necessitated by ongoing revisionsstasure and governance practices. As a reswitioéfforts to comply with evolving laws,
regulations and standards, we have increased ap@onéinue to increase general and administratiperses and diversion of management
time and attention from revenue-generating acéisitb compliance activities.

Provisions of our certificate of incorporation andbylaws or Delaware law might delay or prevent a chiage of control transaction and
depress the market price of our stock.

Various provisions of our certificate of incorpaaat and bylaws might have the effect of making d@rendifficult for a third party to
acquire, or discouraging a third party from attengpto acquire, control of our
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company. These provisions could limit the price tteatain investors might be willing to pay in thwture for shares of our common stock.
Certain of these provisions eliminate cumulativéngin the election of directors, authorize thetbto issue “blank check” preferred stock,
prohibit stockholder action by written consentpefiate the right of stockholders to call speciaktimgs, limit the ability of stockholders to
remove directors, and establish advance noticeegroes for director nominations by stockholders thedsubmission of other proposals for
consideration at stockholder meetings. We areslbgect to provisions of Delaware law which coudday or make more difficult a merger,
tender offer or proxy contest involving our compalmyparticular, Section 203 of the Delaware Geh€mporation Law prohibits a Delaware
corporation from engaging in any business comhinatiith any interested stockholder for a periothoée years unless specific conditions are
met. Any of these provisions could have the efééatelaying, deferring or preventing a change intod, including without limitation,
discouraging a proxy contest or making more diffithve acquisition of a substantial block of ountoon stock.
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ltem 1B.  Unresolved Staff Commen
Not applicable.

Item 2. Properties

Our principal corporate administrative, sales, ratirlg and research and development facilities@ratéd in San Jose, California, and
held under an operating lease. We have researctiemsliopment, marketing support and manufacturegifies in China and Taiwan that are
held under operating leases. We have researchearsdiogpment and marketing support facilities in Aliea California, Ireland, Japan and
Romania that are held under operating leases. ¥éeoatn a research and development and manufactiagiigy in North Carolina. Our
DigitalOptics reporting segment utilizes all théaeilities and our Intellectual Property reportisegment utilizes our facilities located in San
Jose, California. We believe our existing facibtere suitable and adequate for our current needs.

Item 3. Legal Proceeding:

Other than to the extent the proceedings descbke&univ have concluded, we cannot predict the outcohamy of the proceedings
described below. An adverse decision in any ofalmeceedings could significantly harm our busires$ our consolidated financial position,
results of operations and cash flows.

Tessera, Inc. v. Advanced Micro Devices, Inc. et &livil Action No. 4:05-cv-04063-CW (N.D. Cal.)

On October 7, 2005, Tessera, Inc. filed a complainpatent infringement against Advanced Micro Bes, Inc. (“AMD”) and Spansion
LLC in the United States District Court for the Nwarn District of California, alleging infringemeat U.S. Patent Nos. 5,679,977, 5,852,326,
6,433,419 and 6,465,893 arising from AMD’s and S$ji@mLLC’s respective manufacture, use, sale, dffesell and/or importation of
packaged semiconductor components and assemi#ienthTessera, Inc. seeks to recover damages,tughie the amount of actual damages
together with attorney’s fees, interest and cdstssera, Inc. also seeks other relief.

On December 16, 2005, Tessera, Inc. added Spamgsioand Spansion Technology, Inc. to the lawsuit.

On January 31, 2006, Tessera, Inc. added claimtsréarch of contract and/or patent infringementragiaiew defendants, including
Advanced Semiconductor Engineering, Inc., ASE (JUIg. (collectively “ASE”), ChipMOS Technologiek)c., ChipMOS U.S.A., Inc.,
Siliconware Precision Industries Co. Ltd and Sitiware USA Inc. (collectively “SPIL"), STMicroeleanics N.V., STMicroelectronics, Inc.
(collectively “ST"), STATS ChipPAC Ltd., STATS CHRAC, Inc. and STATS ChipPAC Ltd. (BVI). The defentkain this action have
asserted affirmative defenses to Tessera, Inaimes| and some of them have brought related catlaiers alleging that the Tessera, Inc.
patents at issue are invalid, unenforceable anéhfratged, and/or that Tessera, Inc. is not th@emof the patents.

These actions were stayed pending completion afdtigation No. 337-TA-605, including appeals, beftire International Trade
Commission (“ITC"). That stay was lifted on Janudry2012.

On January 4, 2012 the court set a fact discovatrpff date of January 18, 2013, a hearing on cleamstruction and certain dispositive
motions on December 5, 2013, and a trial date afl p2014. In July 2012, in connection with thkng of back-royalty reports and the
payment of back royalties, Tessera, Inc. by stipiadismissed its cause of action for breach ottt by ChipMOS Technologies, Inc. and
ChipMOS U.S.A. and its cause of action for breacbomtract by the SPIL entities. On October 2, 2ah2 Court granted the stipulated
dismissal with prejudice of Tessera, Inc.’s breatcbontract claim against STATS ChipPAC Ltd., STATBipPAC (BVI) Ltd., and STATS
ChipPAC, Inc.
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On December 4, 2012, the court extended the facbdery cut-off date to February 18, 2013 and owdey 28, 2013 the court further
extended the fact discovery cut-off date to Mar6h2013 but did not change the other dates idedt#ibove.

On December 5, 2012 and January 28, 2013, respigtibessera, Inc. entered into a settlement wignSion LLC, Spansion, Inc., and
Spansion Technology, Inc. (collectively “Spansioaf)d STATS ChipPAC Ltd,, STATS ChipPAC, Inc. andAS'5 ChipPAC (BVI) Limited
(collectively “STATS ChipPac”). Tessera, Inc. filacstipulated dismissal on December 30, 2012 #set&pansion entities only and on
January 30, 2013 as to the STATS ChipPAC entitieg. 0

On January 31, 2013, the court issued three sumjmagynent opinions on motions filed related to gdlé breach of contract claims. The
court denied the defendants’ motion for summargjodnt relating to sales to Motorola, granted irt pad denied in part ASE’s motion for
summary judgment and granted ST’'s motion for surgruatgment. Breach of contract claims remain agaaseral defendants after these
motions.

On February 27, 2013, Tessera Inc. announcedtthatlientered into a settlement with AMD.

Tessera Technologies, Inc. v. Hynix Semiconductac! et. al, Case No. 1-06-CV-076688 (Cal. Super) Ct

On December 18, 2006, Tessera Technologies, Ird.di complaint against Hynix Semiconductor Ind Biynix Semiconductor
America, Inc. (collectively, “Hynix”) in the Supeni Court of the State of California, for the CounfySanta Clara, alleging violations of
California antitrust law and California common laased on Hynix’s alleged anticompetitive actionmirkets related to synchronous DRAM.
Tessera Technologies, Inc. also seeks other rei@fiding enjoining Hynix from continuing theirlajed anticompetitive actions. On June 1,
2007, the Superior Court overruled Hynix’s demuteeTessera Technologies, Inc.’s Cartwright Actrolaagainst Hynix, thus allowing the
claims to proceed. On September 14, 2007, the cwerruled another Hynix demurrer to Tessera Teldgies, Inc.’s claim for interference
with contract and business relations, allowing ¢hasims to proceed as well.

In December 2009, the case was formally coordinadédtheRambus v. Microtawsuit pending in the San Francisco County Superio
Court (Case No. 04-0431105).

On August 17, 2010, the court denied Hynix’s mofionsummary adjudication for alleged lack of stagdand Hynix’s motion for
summary adjudication regarding Tessera Technolpgiess claims for damages. The court granted kgninotion to dismiss Tessera
Technologies, Inc.’s intentional interference claim

On December 26, 2012, Tessera Technologies, Iterezhinto a settlement with Hynix and certain BeasTechnologies, Inc.
subsidiaries entered into license agreements wytiixd Tessera Technologies, Inc. filed a Notic&efttlement and Request for Dismissal on
January 10, 2013. This proceeding is how concluded.

Tessera, Inc. v. Motorola, Inc., et. al, Civil Acth No. 4:12-cv-00692-CW (N.D. Cal.)

On April 17, 2007, Tessera, Inc. filed a complaigainst Motorola, Inc., Qualcomm, Inc., Freescamigonductor, Inc., and ATI
Technologies ULC in the United States District Gdar the Eastern District of Texas, alleging inffement of Tessera, Inc.’s U.S. Patent Nos
5,852,326 and 6,433,419, arising from, among dtfiags, the defendants’ respective manufacture,sae, offer to sell and/or importation of
certain packaged semiconductor components and hlssrthereof. Tessera, Inc. seeks to recover dasag to treble the amount of actual
damages, together with attorngsyées, interest and costs. Tessera, Inc. filemhaanded complaint on May 22, 2007. The partieseaiieat the
case would be temporarily stayed pending completiartuding appeals, of ITC Investigation No. 33A-805 titled In re Certain
Semiconductor Chips With Minimized Chip PackageeZind Products Containing Same. On or about JuP@0B, Motorola, Inc. and Tesse
Inc. entered into a settlement and license agreeragarding certain Tessera, Inc. technology, iiclg the patents at issue in this action.
Tessera, Inc.’s request to dismiss Motorola, Irmnfthe action was granted by the Court on Jur29@9.
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On January 18, 2012, the stay was lifted and tke transferred to the United States District Crrthe Northern District of California.
On March 1, 2012, the Court ordered the partieotoply with the scheduling order Tressera, Inc. v. Advanced Micro Devices, Inc. et al
Civil Action No. 4: 05-04063-CW (N.D. Cal.).

The defendants answered the amended complaint echM2, 2012. ATl Technologies ULC and Qualcomne, Biso asserted
counterclaims alleging that the Tessera, Inc. gathissue are invalid and not infringed.

Tessera, Inc. v. A-DATA Technology Co., Ltd., et, &ivil Action No. 2:-07-CV-00534-TJW (E.D. Tex.)

On December 7, 2007, Tessera, Inc. filed a comipdaainst A-Data Technology Co., Ltd., A-Data Tedogy (U.S.A.) Co., Ltd., Acer,
Inc., Acer America Corp., Centon Electronics, Itlpida Memory, Inc., Elpida Memory (USA) Inc., émhational Products Sourcing Group,
Inc (“IPSG”), Kingston Technology Co., Inc., Nanyachnology Corporation, Nanya Technology Corp.,.A.SPeripheral Devices & Product
Systems, Inc. d/b/a Patriot Memory (“PDP”), PowgucBemiconductor Corp., ProMOS Technologies InamBxel Technology Ltd., Smart
Modular Technologies, Inc., TwinMOS Technologiew;.] and TwinMOS Technologies USA Inc. in the Uditates District Court for the
Eastern District of Texas, alleging infringementb&. Patent Nos. 5,679,977, 6,133,627, 5,663,h06a458,681, arising from, among other
things, the defendants’ respective manufacture,sade, offer to sell and/or importation of certpackaged semiconductor components and
assemblies thereof. Tessera, Inc. seeks to redaveages, up to treble the amount of actual daméagether with attorney’s fees, interest and
costs.

The defendants have not yet answered Tesseras tmmiplaint, but, with the exception of the TwinM@&endants and Ramaxel, filed
motions to stay the case pursuant to 28 U.S.C58 pénding final resolution in the Matter of Cemt&emiconductor Chips with Minimized
Chip Package Size and Products Containing Samel{liC No. 337-TA-630 (the “'630 ITC Action”). Tessa, Inc. filed a motion seeking to
find TwinMOS Technologies U.S.A. Inc. in defaultidhathe clerk entered the default judgment. On Fafyr@5, 2008, the district court granted
the defendants’ motion to stay the action.

As noted above, on May 21, 2008, Tessera, Indeddts dispute with IPSG, and entered into aeettint and license agreement with
IPSG and its parent, Micro Electronics, Inc. IPS&wlismissed from the Texas district court actiodane 30, 2008. On August 14, 2008,
Tessera, Inc. settled its dispute with PDP, andredtinto a settlement and license agreement V. ®n September 9, 2008, PDP was
dismissed from the Texas district court action.

Siliconware Precision Industries Co., Ltd. and Siinware U.S.A., Inc. v. Tessera, Inc., Civil Actidio. 4:0¢-cv-03667-CW (N.D. Cal.)

On July 31, 2008, SPIL filed a complaint againstSeza, Inc. in the United States District Courttfa Northern District of California
seeking a declaratory judgment of noninfringememnvialidity, and unenforceability of Tessera, IndJsS. Patent No. 5,663,106. Tessera, Inc.
filed its Answer and Counterclaims on Septemb&@0B8, asserting infringement of the patent at issu8PIL. On September 11, 2008, the
case was related Tessera, Inc. v. Advanced Micro Devices, Inc. et@lvil Action No. 05-04063 (N.D. Cal) and assidrte the same judge.
On December 19, 2008, the court ordered this attostayed pending completion of Investigation BRY-TA-649 before the ITC, which
investigation was terminated in July 2009.

The Court held a case management conference oaryady2012 and lifted the stay on that date. TharCs January 4, 2012 Minute
Order and Case Management Order, described ab@amnirection withilressera, Inc. v. Advanced Micro Devices, Inc. et@lvil Action
No. 4:05-cv-04063-CW (N.D. Cal.), applies to this lawsistvaell.

The parties resolved this case and on Novembdd ¥, flled a stipulated dismissal of the declarajadgment action. This proceeding is
now concluded.
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ChipMOS Technologies Inc., ChipMOS U.S.A. Inc. aithipMOS Technologies (Bermuda) Ltd. v. Tessera, .In€ivil Action No. 4:08-
03827-CW (N.D. Cal.)

On August 11, 2008, ChipMOS Technologies Inc., Gt@Q5 U.S.A. Inc. and ChipMOS Technologies (Bermudd) (collectively,
“ChipMOS”) filed a complaint against Tessera, limcthe United States District Court for the Nortn@istrict of California seeking a
declaratory judgment of noninfringement and invigidf Tessera, Inc.’s U.S. Patent No. 5,663,106.8@ptember 11, 2008, the case was
related toTessera, Inc. v. Advanced Micro Devices, Inc. et@lvil Action No. 05-04063 (N.D. Cal) and assigrte the same judge. Tessera,
Inc. filed its Answer and Counterclaims on Septernit® 2008, asserting infringement of the patetigsate by ChipMOS. On December 19,
2008, the court ordered this action be stayed pgnchmpletion of Investigation No. 337-TA-649 befohe ITC, which investigation was
terminated in July 2009.

The Court held a case management conference oar§ah2012 and lifted the stay on that date. Ther€Cs January 4, 2012 Minute
Order and Case Management Order, described ab@anirection withTessera, Inc. v. Advanced Micro Devices, Inc. et@lvil Action
No. 4:05-cv-04063-CW (N.D. Cal.), applies to this lawsstvaell.

The parties resolved this case and on Novembed18, filed a stipulated dismissal of the declarajadgment action. This proceeding is
now concluded.

Powertech Technology Inc. v. Tessera, Inc., Civitdn No. 4: 1(-00945-CW (N.D. Cal.) and U.S. Court of Appeals tbe Federal Circuit
Case No. 2010-1489

On March 5, 2010, PTI filed a complaint againstsega, Inc. in the United States District Courttfae Northern District of California
seeking a declaratory judgment of noninfringemerat iavalidity of Tessera, Inc’U.S. Patent No. 5,663,106. On March 22, 2010c#ise wa
related taSiliconware Precision Industries, Co., Ltd v. Teasénc., Civil Action No. 4:08-cv-0366TGW (N.D. Cal.), and assigned to the ju
presiding over that action.

On April 1, 2010, Tessera, Inc. filed a motion tendiss the complaint for lack of subject matteigdiction. On June 1, 2010, the judge
granted Tessera, Inc.’s motion, and dismisseddtiera

On June 29, 2010, PTI filed a motion seeking reictenation of the June 1, 2010 order dismissingaitt®on. On August 3, 2010, PTI's
motion was denied.

On August 6, 2010, PTI filed a notice of appeahwite U.S. Court of Appeals for the Federal CiroOih September 30, 2011, the Fec
Circuit issued an opinion reversing and remandiggdase to the district court, determining thatdlvweas declaratory judgment jurisdiction.
Tessera, Inc. filed a petition for rehearing on Blober 14, 2011. The Federal Circuit denied Tessseds petition for rehearing on January 5,
2012. On January 19, 2012, the Federal Circuiedsts judgment and the case was remanded to strecticourt. On December 15, 2011, the
district court case was relatedRowertech Technology Inc. v. Tessera,.|n€ivil Action No. 4:11-06121-CW (N.D. Cal.), disssed below.

The district court held a Case Management Conferenclanuary 4, 2012. The court issued a MinuteCadd Case Management Order
dated January 4, 2012, setting, among other thanégst discovery cut-off date of January 18, 2GR a trial date of April 7, 2014.

On May 16, 2012, the Court entered an order thaiedePTI's motion to strike as to one of Tessema,'$ affirmative defenses, granted
PTI's motion to strike with leave to amend as teesal other affirmative defenses asserted by Tas$ee., and granted PTI's motion to strike
as to one of Tessera, Inc.’s affirmative defenseding that Tessera, Inc. may move to amend tdlatdiefense if circumstances change.
Tessera, Inc. filed an amended answer on May 22.20
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On June 29, 2012, PTI sent a letter to Tesseraplmporting to terminate the TCC License Agreenandf June 30, 2012,

On July 30, 2012, Tessera, Inc. provided PTI witto@enant not to sue, or otherwise hold liable, &Tits customers under certain clai
of U.S. Patent No. 5,663,106 in connection withaiarPTI-manufactured products.

On August 9, 2012, Tessera, Inc. moved for sumnualyment on the ground that as a matter of lawase ©r controversy exists
sufficient to support PTI's claims because of theenant and because the parties’ rights and oldigmtio not turn on infringement or validity
of the Tessera, Inc. patent that forms the basisTos claims.

On September 18, 2012, the Patent Office issuezkgrarte reexamination certificate in which cerailginal claims were cancelled frc
U.S. Patent No. 5,663,106, and certain new claierewadded.

On October 1, 2012, Tessera, Inc. provided PTI witupplemental covenant not to sue, which amadmey ¢hings, extended the coven
to PTI's subsidiaries and made clear that Tessecawill not contend that PTI is obligated to payalties based on infringement of U.S.
Patent No. 5,663,106.

On October 2, 2012, PTI filed a motion for entnjudgment under Federal Rule of Civil Procedurebb4gking the court to enter
judgment that certain claims of U.S. Patent No63,606 that were subject to reexamination are idv

Powertech Technology Inc. v. Tessera, Inc., Civitidn No. 4:1:-06121-CW (N.D. Cal.)

On December 6, 2011, PTI filed a complaint agalestsera, Inc. in the U.S. District Court for therfdern District of California. PTI's
complaint seeks a declaratory judgment that PTithasight to terminate its license with Tessena, bs of December 6, 2011. The complaint
also seeks damages for breach of contract in tlreianof all royalties paid to Tessera, Inc. sin@z&mber 7, 2007, purportedly totaling at
least $200 million, in addition to an accounting™dfl’'s damages, an accounting of Tessera,drrevenue from PTI, prejudgment interest, ¢
and fees, and other relief deemed proper. Tesserajisagrees with the assertions made by PTiaércomplaint regarding breach of contract,
and believes the likelihood that Tessera, Inc. bélrequired to return already-paid royalties mote.

On December 15, 2011, the case was relat@bieertech Technology Inc. v. Tessera,.|rCivil Action No. 4:10-00945:W (N.D. Cal.),
discussed above.

On December 30, 2011, Tessera, Inc. filed a mdtatismiss the complaint for failure to state @amlapon which relief can be granted
and a special motion to strike pursuant to Calitosnanti-SLAPP statute. The Court denied Tesdaa's motions on May 21, 2012.

The district court held a Case Management Conferenclanuary 4, 2012. The court issued a MinuteiCadd Case Management Order
dated January 4, 2012, setting, among other thanégt discovery cut-off date of January 18, 2848 a trial date of April 7, 2014.

On June 3, 2012, PTI filed an amended complainhagaessera, Inc., adding claims for fraud ancedepatent misuse, and a
declaratory judgment interpreting PTI's licenseesggnent with Tessera, Inc. In addition to the dammageight by PTI’s original complaint, the
amended complaint seeks punitive damages for ftaathination of the Tessera, Inc. license as ot&aper 24, 2010, recovery of all royalties
paid on wBGA products since September 24, 2010 aanarder “enjoining Tessera, Inc. and directirg fressera, Inc. may not proceed
against any party,... under any Tessera Patent asddfy Exhibit A to the TCC License with all amemehts, supplements, and additions
through September 28, 2010 until Tessera hasplaist PTI all of the
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royalties paid on wBGA products by PTI since Sepiten24, 2010, presently estimated to be $40 millidessera, Inc. filed a motion to
dismiss PTI's claim for patent misuse and to stpketions of PTI's claim for fraud on June 19, 200A August 10, 2012, the Court granted in
part and denied in part Tessera, Iaeriotion, specifically dismissing the patent miscisém and striking the fraud claim, and granted Rave

to file an amended and supplemental complaint.

On June 29, 2012, PTI sent a letter to Tesseraplmporting to terminate the TCC License Agreenantf June 30, 2012,

On August 24, 2012, PTI filed a third amended caimp! In addition to the claims and recovery alk:geits earlier complaints, the third
amended complaint contained an amended fraud e@athan amended patent misuse claim. The new filaird sought damages at least in the
amount of the royalty payments made to Tesseraafiter December 7, 2007, and punitive damagesn&hepatent misuse claim asked for
declarations that Tessera has engaged in patensenithat the agreement is unenforceable againsiri®T Tessera, Inc. has purged the patent
misuse, and that the Tessera, Inc. patents ardarneable against PTI until Tessera, Inc. has plitge patent misuse. Tessera, Inc. answere
that complaint on September 10, 2012. Also on Sejpée 10, 2012, Tessera, Inc. filed counterclainzsresy PTI for breach of contract, breach
of the implied covenant, fraud, negligent misrepration, declaratory judgment of indemnificatiand declaratory judgment regarding PTI's
asserted termination of the agreement.

On July 20, 2012, PTI filed a motion for summargigment on PTI’s first claim for relief in this cag@n August 9, 2012, Tessera, Inc.
filed an opposition to PTI's motion and filed itaso motion for summary judgment on P3 first, second and third claims on the ground, rag
others that under the unambiguous language ofgteement Tessera, Inc. did not breach the agredmdiling and pursing its claims in the
‘630 ITC Action.

On September 20, 2012, the court heard argumerfe§ ba July 20, 2012 summary judgment motion andsgea, Inc.’s August 9, 2012
summary judgment motions and took the motions usdbmission. On October 2, 2012, the parties sttpdlto the court’s taking the motions
off calendar, and that same day, the court ent@neatrder taking the motions off calendar until sdake as the court determines the motions
should be decided or the presently-set date faiifiggaummary judgment motions of December 5, 2013.

On Oct. 23, 2012, the Court granted PTI leavel&oit$ fourth amended and supplemental complaifitsFourth amended complaint
adds an allegation to PTI's claim for declaratarljef seeking the recovery and return of royaltymants made to Tessera, Inc. from at least
March 2010 in an amount exceeding $130 million ematinues to seek the recovery sought in PTI'slittmended complaint.

Tessera, Inc. v. Macrotech Technology Inc., Civit#on No. 4:13-00555-KAW (N.D. Cal.)

On February 7, 2013, Tessera, Inc. filed a comphlgainst Macrotech Technology Inc. (“MTIi%) the United States District Court for
Northern District of California. Tessera, 's complaint names as defendant MTI and allegetsMiid induced PTI to breach its contract with
Tessera, Inc., and intentionally and negligenttgiifered with Tessera, Ins.prospective economic relationships. Tesseraskeks damages
well as the imposition of a constructive trust entain amounts owed to Tessera, Inc.

Contingency fee dispute for the case of Tesserahf@togies, Inc. v. Hynix Semiconductor Inc. et. aase No. 1-06-CV-076688 (Cal.
Super. Ct.)

Tessera Technologies, Inc. has a dispute witloitaér counsel Susman Godfrey L.L.P. (“Susman”) dlkeramount due to Susman, if
any, as a contingency fee for Susman’s work imtagter ofTessera Technologies, Inc. v. Hynix Semiconduatmr$usman has requested
arbitration of the dispute. No arbitration date baen scheduled.
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Tessera, Inc. v. UTAC (Taiwan) Corporation, Civilclion No. 5:10-04435-EJD (N.D. Cal.)

On September 30, 2010, Tessera, Inc. filed a cant@gainst UTAC (Taiwan) Corporation (“UTAC Taiwarin the United States
District Court for the Northern District of Califoia. Tessera, Inc.’s complaint names as defend@AJTaiwan and alleges causes of action
for breach of contract, declaratory relief, anddoteof the implied covenant of good faith and ¢ialing. The complaint requests of the Court
among other things, a judicial determination andatation that UTAC Taiwan remains contractuallyigdited to pay royalties to Tessera, i
an accounting and restitution in an amount to lerdened at trial, and an award of damages in aouaitto be determined at trial, plus inte
on damages, costs, disbursements, attorneys'dadssuch other and further relief as the Court degm just and proper.

On March 16, 2011, UTAC Taiwan filed a motion terdiss the complaint. On March 28, 2012, the Cowamiggd UTAC Taiwan'’s
motion with leave to amend. On April 19, 2012, ®BasInc. filed an amended complaint against UTAGWEN alleging in further detail cau:
of action for breach of contract, declaratory ffiedied breach of the implied covenant of good faitkl fair dealing. The amended complaint
seeks the same relief as the original complaintMag 22, 2012 UTAC Taiwan filed its answer and deuciaim to Tessera, Inc.’s amended
complaint. Tessera, Inc. filed its reply to UTAG®Bunterclaim, asserting affirmative defenses, are 2L, 2012.

The Court issued its case management order on2B)rg912, setting the schedule for the case. Omadgar8, 2013 the Court granted a
stipulation by the parties to extend the case adked

Tessera, Inc. v. Sony Electronics, Inc. et al., {Ciction No. 1:10-CV-838-RMD-KW (D. Del.)

On October 1, 2010, Tessera, Inc. filed a compkagatinst Sony Electronics, Inc., Sony Corporatéion Renesas Electronics Corpora
(“Renesas”) in the United States District Courttfoe District of Delaware. On May 23, 2011, Tesshre. filed an Amended Complaint. On
October 28, 2011, Tessera, Inc. filed a Second Ale@éiComplaint. On March 6, 2012, Tessera, Inad flérhird Amended Complaint, adding
allegations against Sony Mobile Communications AB &ony Mobile Communications (USA) Inc.

Tessera, Inc.’s Third Amended Complaint alleges Sty Electronics, Inc., Sony Corporation, Sonybi®Communications AB and
Sony Mobile Communications (USA) Inc. (collectivetpony”) and Renesas infringed and are curremtigiriging, including by directly
infringing, contributorily infringing and/or indueg infringement, U.S. Patent Nos. 6,885,106 (th#6“patent”) and 6,054,337 (the “337
patent”). The complaint requests of the Court, agnatiher things, a judgment that the defendantgudilinfringed, induced others to infringe,
and/or committed acts of contributory infringemehbne or more claims of U.S. Patent Nos. 6,88541066,054,337; an order that
defendants, their affiliates, subsidiaries, direstofficers, employees, attorneys, agents, angeaions in active concert or participation with
any of them be preliminarily and permanently ergaifirom further acts of infringement, inducing inffement, and contributory infringement
of U.S. Patent Nos. 6,885,106 and 6,054,337; aerdodl an accounting; and an award of damagegdisatt from the defendants’ infringing
acts, interest on damages, costs, expenses, abfaes and such other and further relief as tberCdeems just and proper.

On June 17, 2011, Renesas filed an Answer and Ealaitns to Tessera, Inc.’s Amended Complaintisriiing, Renesas, among other
things, denies infringement of U.S. Patent Nos8%,806 and 6,054,337, alleges invalidity of U.SeRaNos. 6,885,106 and 6,054,337 and
unenforceability of U.S. Patent No. 6,885,106,gaethat Tessera, Inc. is not entitled to any ictiue relief, and requests an award to Renesa
of its attorneys’ fees and costs.

On July 11, 2011, Tessera, Inc. filed a motionigoniss Renesas’s counterclaim of inequitable condnd to strike Renesasaffirmative
defense of inequitable conduct. On March 30, 20&2Qourt denied the motion because it was basesh amswer to a now-moot prior
complaint. On July 12, 2011, Renesas filed a madianansfer the case to the Northern District efiférnia. On March 30, 2012 the Court
denied the motion.
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On March 19, 2012, Sony filed an Answer to Tesda@;s Third Amended Complaint and certain Sony paftied Counterclaims; in it
filing, Sony, among other things, denies infringetnef U.S. Patent Nos. 6,885,106 and 6,054,337atlades invalidity of U.S. Patent Nos.
6,885,106 and 6,054,337. Sony also alleges thaefasinc.’s claims are precluded to the extentadiegedly infringing products are supplied
directly or indirectly to Sony by an entity or di@s having an express or implied license to themia-in-suit, to the extent any allegedly
infringing products are supplied, directly or irattly, by Sony to an entity or entities having apress or implied license to the patents-in-suit
and/or to the extent Tessera, Inc.’s claims areretise precluded by the doctrine of patent exhanstony also requests an award of its
attorneys’ fees and costs. On April 12, 2012, Tesdac. filed an Answer to the Sony parties’ Cauakaims, denying that they are entitled to
any relief on their Counterclaims.

On April 20, 2012, Renesas filed an Answer and @engiaims to Tessera, Ins. Third Amended Complaint. In its filing, Renesasong
other things, denies infringement of U.S. Patens.Ng885,106 and 6,054,337, alleges invalidity .UPatent Nos. 6,885,106 and 6,054,337
under 35 U.S.C. §§ 102, 103, and 112, allegesitlityabf U.S. Patent No. 6,885,106 for improper Heupatenting, alleges unenforceability of
U.S. Patent No. 6,885,106 due to inequitable conalieges that Tessera, Inc. is not entitled tpiajunctive relief, and requests an award to
Renesas of its attorneys’ fees and costs. On Magd¥, Tessera, Inc. filed an Answer to Renegasimterclaims, denying that Renesas is
entitled to any relief on its Counterclaims.

On June 17, 2011, Sony filed a request with the Rif@hter partesreexamination of U.S. Patent No. 6,885,106, an8eptember 24,
2012, Sony filed a petition with the PTO fater partesreview of U.S. Patent No. 6,054,337, as discussepldater detail in the “
Reexamination Proceedin” section below. On October 11, 2012, Sony filedation to stay the litigation pending completionppbceedings
on both asserted patents before the PTO. On Nowe2Th@012, Tessera, Inc., Sony, and Renesas dedritthe Court a stipulated order
whereby each party agreed to dismiss with prejuiticelaims and counterclaims regarding U.S. Patknt6,885,106, each party to bear its
own fees and costs, and to stay the litigationl timti earlier of: (1) The Patent Trial and AppeabBd’s (“PTAB”) denial of Sony’s Petition for
inter partesreview of U.S. Patent No. 6,054,337, or (2) theficoration by the PTAB of claim 27 or claim 28 of&l.Patent No. 6,054,337. As
part of the stipulation, Renesas agreed not tatassalidity of U.S. Patent No. 6,054,337 in tlitightion based on prior art raised
unsuccessfully in thimter partesreview of U.S. Patent No. 6,054,337. The partibeiatise expressly reserved all rights and made no
admissions. On December 11, 2012, the Court enteesparties’ stipulated order.

Tessera, Inc. v. Sony Corporation, Civil Action N8.11-04399-EJD (N.D. Cal.)

On May 26, 2011, Tessera, Inc. filed a complairdiagt Sony Corporation in the California Superiau@ for Santa Clara County.
Tessera, Inc.’s complaint alleges breach of cohttad breach of the covenant of good faith anddealing claims against Sony Corporation.
Tessera, Inc. contends that Sony Corporation faileabide by the terms of a royalty-bearing tecbgypllicense agreement between the partie:
Tessera, Inc. contends that it commissioned art atigayments due by Sony Corporation under theegent, delivered an audit report to
Sony Corporation on February 14, 2011, and thay &orporation has failed to pay the amounts thétargdfound due. Tessera, Inc. requests
its damages, plus interest, costs and attornegs f8ony Corporation removed the case to fedestladicourt (Northern District of California)
on September 2, 2011. On September 8, 2011, Sorpof2dion filed an answer and defenses to Tesharas complaint, and a counterclaim
alleging breach of the implied covenant of goothfaind fair dealing. On January 31, 2012, the Cissuted a Case Management Order, settin
various case deadlines, including scheduling arRirgry Pretrial Conference for February 22, 2008.October 10, 2012 Sony Corporation
filed a motion requesting leave to file an Amendedwer, which proposes adding counterclaims agdiessera, Inc. for fraud, violation of
Cal. Bus. & Prof. Code 17200, and civil conspira®y. January 7, 2013, the Court denied Sony Conporatmotion for leave to file an
Amended Answer and issued an order resetting vagase deadlines, including rescheduling the Piredim Pretrial Conference to March 22,
2013.
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Invensas Corporation v. Renesas Electronics Corgara, Civil Action No. 1:1-CV-00448-GMS-CJB (D. Del.)

On May 23, 2011, Invensas filed a complaint agdRestesas in the United States District Court ferliistrict of Delaware. Invensas’s
complaint alleges that Renesas has infringed aadriently infringing, including by directly infriging, contributorily infringing and/or
inducing infringement, U.S. Patent Nos. 6,777,8)825,554, 6,566,167, and 6,396,140. The complafuests of the Court, among other
things, a judgment that Renesas has willfully mged, induced others to infringe, and/or committet$ of contributory infringement of one or
more claims of U.S. Patent Nos. 6,777,802, 6,825,6%66,167, and 6,396,140; an order that Rengsadfiliates, subsidiaries, directors,
officers, employees, attorneys, agents, and afigrerin active concert or participation with anyttedm be preliminarily and permanently
enjoined from further acts of infringement, induginfringement, or contributory infringement of URatent Nos. 6,777,802, 6,825,554,
6,566,167, and 6,396,140; an order for an accoginéind an award of damages that result from Relsasfisnging acts, interest on damages,
costs, expenses, attorneys’ fees and such othduehdr relief as the Court deems just and proper.

On October 28, 2011, Renesas filed an Answer ansh@cclaims to Invensas’s Complaint. In its fililRgnesas, among other things,
denies infringement of U.S. Patent Nos. 6,777,80825,554, 6,566,167, and 6,396,140, alleges iditalof these same patents, alleges that
Invensas is not entitled to any injunctive reledfeges that Invensas’s claims for damages ar¢dihor barred, alleges that the court lacks
personal jurisdiction over Renesas, and seeks andaw Renesas of attorneys’ fees and costs. OeiRber 21, 2011, Invensas filed an
Answer to Renesas’s Counterclaims.

On June 4, 2012, the Court issued a Case Managédnédet, setting various case deadlines. Pretriaflezence and trial dates have not
yet been se

Reexamination Proceedinc

On February 9, 2007 and February 15, 2007, SPed fivith the PTO requests for inter partes reexatiimaelating to U.S. Patent Nos.
6,433,419 and 6,465,893, and ex parte reexamineglating to U.S. Patent Nos. 5,679,977, 6,133&175,852,326. On April 19, 2007, the
PTO granted the requests for ex parte reexaminaflarMay 4, 2007, the PTO granted the requestimfer partes reexamination.

The PTO issued a non-final Official Action in coetien with the inter partes reexamination of U.8tdPt No. 6,465,893 initially
rejecting a number of patent claims on May 4, 200 PTO issued a non-final Official Action in cawtion with the inter partes
reexamination of U.S. Patent No. 6,433,419 inifiedljecting a number of the patent claims on JurZ087, to which a response was filed by
Tessera, Inc. on August 6, 2007. On March 14, 28071 filed a second request for ex parte reexationaf U.S. Patent No. 5,679,977. The
PTO granted this request on June 12, 2007.

On May 21, 2007, Amkor Technology, Inc. (“Amkoifiled a request for ex parte reexamination of lP&ent No. 5,861,666. On July
2007, the PTO granted this request. On June 117, Z0@kor filed additional requests for reexaminatiegarding U.S. Patent Nos. 5,679,977
and 6,133,627. The PTO granted the request foaration as to the 5,679,977 patent on Augusk@67, and the PTO granted the request:
for reexamination as to the 6,133,627 patent onuat3, 2007.

A first official action rejecting some claims anadnéirming other claims as patentable was maileddrly 21, 2008 in the reexamination
of U.S. Patent No. 5,852,326. A second office actigjecting some claims and confirming other claimgatentable was mailed on August 1,
2008. A third, final official action rejecting atlaims under reexamination was mailed on Marci0692 An advisory action was mailed by the
PTO on June 22, 2009, maintaining all of the réj@st presented in the Action of March 6, 2009. Oly 1, 2009, Tessera, Inc. filed a petition
to withdraw the finality of the official action nlad on March 6, 2009. The
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PTO issued a decision on July 10, 2009 dismissegséra, Inc.’s petition of July 1, 2009. Tessere, filed a Notice of Appeal on August 6,
2009, and timely filed an appeal brief on Octob&r2009. The PTO’s Answer to Tessera, Inc.’s appeaf was mailed on May 28, 2010. On
November 16, 2010, the PTO issued a Notice of tritetssue Ex Parte Reexamination Certificate,ifigdhe original claims subject
reexamination to be patentable. The ReexaminatatifiCate issued on March 1, 2011, confirming thlhof the original claims subject to
reexamination are patentable and terminating teeamination proceeding.

A first official action was mailed February 22, 3id the reexamination of U.S. Patent No. 5,861 f&§€cting those claims which were
subject to reexamination. Such official action waperseded by a substantively identical actioneddlarch 11, 2008 restarting the period fot
response. A second official action was mailed gpt&aber 30, 2008. On March 13, 2009, the PTO isauddtice of Intent to Issue Ex Parte
Reexamination Certificate, after which a SupplerakeNbtice of Intent to Issue Ex Parte Reexamina@entificate (Corrected Status) was
issued on April 2, 2009, finding certain amended aewly presented claims to be patentable. The &emmation Certificate issued on June 30
20009.

On February 12, 2008, the PTO issued decisionsintgthe three reexaminations of U.S. Patent No/ % %77 with one another and also
merging the two reexaminations of U.S. Patent N©38,627 with one another.

A first official action was issued on February 2908 in the merged reexaminations of U.S. PatenBNd3,627, rejecting those claims
subject to reexamination. On August 10, 2008, th® Bssued a second official action, to which Teaskrc. filed a Request to Vacate the
Second Official Action on August 26, 2008 on prased grounds. As a result, on September 11, 20@8PT O issued a third non-final official
action. A first official action was issued on Marz8, 2008 in the merged reexaminations of U.S.m&e. 5,679,977, rejecting those claims
subject to reexamination. On October 10, 2008Pfh@ issued a second non-final official action. GstdDer 1, 2009, the PTO issued a final
official action. On January 14, 2010, the PTO issal Advisory Action indicating that Tessera, Iagésponse of December 1, 2009 failed to
overcome all of the rejections set forth in thalfiofficial action mailed October 1, 2009. Tesséna, filed a Notice of Appeal on February 1,
2010, and timely filed an appeal brief on Apri2®10. The PTO’s Answer to Tessera, Inc.’s appeaf ithdrew certain rejections previously
applied to the claims, but continued to apply otleggctions as to all claims under reexaminatiomB@cember 14, 2010, the PTO issued a
Notice of Intent to Issue Ex Parte Reexaminatiortifimte, finding the original claims subject teerxamination to be patentable and cance
the newly presented claims. The Reexamination fate issued on March 15, 2011, confirming thabkthe original claims subject to
reexamination are patentable and terminating teeamination proceeding.

On February 19, 2008, the PTO issued a secondadféiction maintaining the rejections in U.S. Paf€a. 6,433,419. On March 10,
2008, Tessera, Inc. filed a petition to vacatestngond official action in the reexamination of UPatent No. 6,433,419 on the ground that the
second official action did not properly take acdooinan amendment to the specification of U.S. Rdi®. 6,433,419. On June 3, 2008,
Tessera, Inc. filed a renewed petition to vacatdriter partes reexamination on the ground thatetjgest for such reexamination did not nam
the real party in interest. The petition was dempdSeptember 10, 2008. On June 13, 2008, the BJu@d a third official action in the inter
partes reexamination of U.S. Patent No. 6,433,44i@lwwas denominated as an action closing prosetuli Right of Appeal Notice was
issued on September 17, 2008, and Tessera, led.iNotice of Appeal on October 17, 2008. On Ndwem3, 2008, the PTO issued a deci
withdrawing the Right of Appeal Notice and retunihe case to the examiner for issuance of a fuatigon. On December 23, 2008, the PTC
issued a non-final official action, also denomiiads an action closing prosecution. A Right of Agdpéotice was issued on June 19, 2009. Or
July 1, 2009, Tessera, Inc. filed a petition tohaiaw the Right of Appeal Notice. Having not yataiwed a decision on the petition of July 1,
2009, Tessera, Inc. filed a Notice of Appeal oty 2d, 2009. On July 30, 2009, the PTO issued as@atdismissing Tessera, Inc.’s petition of
July 1, 2009. Tessera, Inc. timely filed an apfe#df on October 5, 2009. The PTO’s Answer to Tessec.’s appeal brief was mailed on
July 13, 2010. On January 17, 2011, Tessera, ilad.d petition to reopen prosecution due to neveltsoments after the close of briefing in
appeal which
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include actions by the PTO in other reexaminatims a new holding by the Court of Appeals for tkeddétal Circuit in an appeal from a
decision of the International Trade Commission esning U.S. Patent No. 6,433,419. On February @%12the PTO issued a decision
granting in part Tessera, Inc.’s petition to theeexthat prosecution of the reexamination proaggsiin connection with U.S. Patent

No. 6,433,419 was reopened. On March 11, 2011RTr@ issued a fourth official action in the intertea reexamination of U.S. Patt

No. 6,433,419 which was denominated an action mipprosecution. The official action of March 11]12Qonfirmed that all of the clain
subject to reexamination are patentable. A Rig#tmeal Notice was issued on May 3, 2011, and SiRitl a Notice of Appeal on June 2,
2011. On November 15, 2011, the Examiner maileBxaminer’'s Answer maintaining all positions setlian the Right of Appeal Notice
issued on May 3, 2011. An oral hearing in the app@a held on September 19, 2012 at the PTO inakldka, VA. On December 21, 2012,
Tessera, Inc. filed a petition for the entry of iiddal evidence after appeal. SPIL filed an opposito Tessera, Inc.’s December 21, 2012
petition on January 2, 2013. On January 28, 20#8Patent Trial and Appeal Board denied Tesser&s|Becember 21, 2012 petition and
dismissed SPIL’s January 2, 2013 opposition to s@neDecember 21, 2012, the Patent Trial and Appeatd issued a Decision on Appeal,
reversing the Examiner’s favorable decision of pbility, by rejecting all of the claims subjeotreexamination on a new ground. On
January 4, 2013, the Patent Trial and Appeal Bgeadted a petition filed by Tessera, Inc. on Decan®8, 2012 to extend Tessera, Inc.'s
deadline for responding to the Decision on Appedt¢bruary 21, 2013. On February 21, 2013, Tedrerdiled a response and request to
reopen prosecution.

On February 15, 2008, the PTO issued a secondalffiction, also denominated as an action closmeggrution, maintaining the
rejections of U.S. Patent No. 6,465,893. On Ma@h2®08, Tessera, Inc. filed a petition to vachtesecond official action in the
reexamination of U.S. Patent No. 6,465,893 on thend that the second official action did not pmhpéake account of an amendment to the
specification of U.S. Patent No. 6,465,893. On Jyr2008, Tessera, Inc. filed a renewed petitiovaitate the inter partes reexamination or
ground that the request for such reexaminatiomdichame the real party in interest, which petiticas denied on September 10, 2008. On
August 21, 2008, a non-final office action was exsuOn February 5, 2009, the PTO issued a non-fiffiaial action, also denominated as the
second action closing prosecution. A Right of Appéatice was issued on June 22, 2009. Tesserafiledt.a Notice of Appeal on July 22,
2009. On November 10, 2010, the PTO issued anmchising prosecution confirming certain of thegoral claims subject to reexaminatior
patentable and rejecting other claims subjectesamination. A second Right of Appeal Notice wasiéxl on February 18, 2011. Tessera, Inc
filed a Notice of Appeal on March 3, 2011, and SRikd a Notice of Cross Appeal on March 7, 201h. August 22, 2011, the examiner
mailed an examiner’s answer maintaining all posgiset forth in the Right of Appeal Notice issuedr@bruary 18, 2011. An oral hearing in
the appeal was held on September 19, 2012 at tbeifPAlexandria, VA. On December 21, 2012, Tesskra,filed a petition for the entry of
additional evidence after appeal. SPIL filed anasiion to Tessera, Inc.’s December 21, 2012 petitin January 2, 2013. On January 28,
2013 the Patent Trial and Appeal Board denied Tadse.'s December 21, 2012 petition and dismisSetL's January 2, 2013 opposition to
same. On December 21, 2012, the Patent Trial apeé@Board issued a Decision on Appeal, affirmimg Examiner’'s previous holding of
unpatentability as to some claims, reversing thaniirer’'s favorable decision of patentability astioer claims by rejecting those claims on
new grounds of rejection, and affirming the Examisd¢avorable decision of patentability as to stiler claims. On January 4, 2013, the Pz
Trial and Appeal Board granted a petition filedTgssera, Inc. on December 28, 2012 to extend T&dser’'s deadline for responding to the
Decision on Appeal to February 21, 2013. On Felyr@ar 2013, Tessera Inc. filed a request to reqpesecution.

On March 26, 2008, a request for a third ex paréxamination of U.S. Patent No. 6,133,627 patestfiked, ostensibly by PowerChip
Semiconductor Corporation (“Powerchip”). On May2R08, the PTO granted this request. On Novembe2d®3, the PTO issued a first non-
final official action. On February 13, 2009, the®iBsued an order merging all of the reexaminataing.S. Patent No. 6,133,627. On
March 17, 2009, the PTO issued a non-final offiaietion rejecting all claims under reexamination.Joly 14, 2009, the PTO issued a final
official action which held certain claims patentablt rejected other claims. On December 1, 20@9, t
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PTO issued an Advisory Action indicating that Teasénc.’s response of August 14, 2009 failed teroeme all of the rejections set forth in
the final official action mailed July 14, 2009. Besa, Inc. filed a Notice of Appeal on December2009. The PTO’s Answer to Tessera, Isc.’
appeal brief was mailed on May 28, 2010. On Novambe 2010, the PTO issued a Notice of Intent soidsEx Parte Reexamination
Certificate, finding the original claims subjectreexamination to be patentable and canceling ¢éidynpresented claims. The Reexamination
Certificate issued on March 1, 2011, confirmingt thlhof the original claims subject to reexamipnatare patentable and terminating the
reexamination proceeding.

On April 2, 2008, a request for inter partes reeixation of Tessera, Inc.’s U.S. Patent No. 6,458 %8s filed, ostensibly by Powerchip.
On June 6, 2008, the PTO granted this requestsangd an official action rejecting certain clairhghe ‘681 patent. On September 21, 2009,
the PTO issued an Action Closing Prosecution rigjgatertain claims and holding one claim patentahl®ight of Appeal Notice was issued
on February 22, 2010. On July 20, 2010, the PT@eids Notice of Intent to Issue Inter Partes Reéxation Certificate, canceling the claims
subject to reexamination. The reexamination ceetf was issued on October 26, 2010. On March@),Zl'essera, Inc. filed an application
for reissue of the ‘681 patent to further addrégsnhatters raised during the reexamination proogsdind to pursue additional claims. On
May 22, 2012, the reissue application issued as Ragnt No. RE43,404, which included certain amadradaims from the681 patent and ne
claims, and which canceled other claims from tt84 ‘Batent.

On July 18, 2008, a request for ex parte reexaiimaf Tessera, Ins’U.S. Patent No. 5,663,106 was filed, ostensipliPtwerchip. O1
September 4, 2008, the PTO granted the requestéaamination. On April 10, 2009, the PTO issuem@a-final official action rejecting all
claims under reexamination. On November 19, 2089 PTO issued a final official action finding cémtalaims patentable and rejecting other
claims. On April 7, 2010, the PTO issued a nonifoféicial action withdrawing the rejections prevsly made but rejecting all claims under
reexamination on new grounds. On October 18, 2BE0PTO issued a new final official action. An abry action was mailed by the PTO on
March 17, 2011, finding certain claims patentalnld maintaining the remainder of the rejections gnésd in the October 18, 2010 action.
Tessera, Inc. filed a Notice of Appeal on April 2811. On July 6, 2011, Tessera, Inc. filed a jpetitvith the PTO to allow a first reissue
application filed with the claims held to be patdié in the present reexamination proceeding, amderge a second reissue application filed
with the claims involved the present reexaminaposceeding with the present proceeding. On Janl&yr012, the PTO issued a decision
dismissing Tessera, Inc.’s July 6, 2011 petitiod smspending the first and second reissue apmitapending conclusion of the ex parte
reexamination proceeding of U.S. Patent No. 5,883,The PTO’s Answer to Tessera, Is@ppeal brief was mailed on February 17, 2012
July 9, 2012, Tessera, Inc. filed a request folBbard to dismiss the appeal of U.S. Patent N&@H 6 and to return the case to the Examine
for issuance of a Notice of Intent to Issue Reexation Certificate with the presently allowed claias set forth in the advisory action mailed
March 17, 2011. On July 17, 2012, the Board disetishe appeal and returned the case to the Exafinfrrther action. On July 30, 2012,
the PTO issued a Notice of Intent to Issue Ex FReexamination Certificate, holding certain clapagentable and canceling certain other
claims. On August 3, 2012, Tessera, Inc. expressiyndoned the first and second reissue applicafldnesReexamination Certificate issued or
September 18, 2012.

On June 17, 2011, a request for inter partes reimegion of U.S. Patent No. 6,885,106 was filed lopygCorporation and Sony
Electronics, Inc. On September 8, 2011, the PT@tgchathe request for reexamination. On Septembe2@, the PTO issued a non-final
official action rejecting certain claims and confing certain claims. Tessera, Inc. filed a Petitioder 37 C.F.R. § 1.181 to Withdraw the
Pending Office Action and Ultra Vires Requiremaent fihformation (Rule 105 Requirement) on NovemhbkerZ2011. Tessera, Inc. then filed a
response to the September 20, 2011, non-finaliaffection on December 20, 2011. Sony filed respensomments on January 19, 2012 with
a Petition to waive page limits. The PTO dismis§edsera, Inc.’s Rule 181 Petition as moot becawes®TO accepted Tessera, Inc.’s
arguments in the Response regarding the Rule Hfdbreenent. The PTO found Tessera, Inc.’s responsecompliant for exceeding the page
limits in a Notice mailed February 22, 2012. Teadec. filed a Response to the Notice and a Pattiavaive page limits
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March 7, 2012. The PTO granted Tessera Inc.’s @amy’S separate petitions to waive page limits omil&®, 2012. The PTO issued an Action
Closing Prosecution (non-final) on April 17, 20%&ich rejected certain claims and confirmed certd@ims. Tessera, Inc. filed a Petition to
Strike Sony’s Comments on April 23, 2012. Sony gggubon May 1, 2012 by withdrawing from the recdrel ¢hallenged proposed rejections.
The PTO denied Tessera, Inc.’s Petition on May2P42 based on Sony’s withdrawal. Tessera, Ind filé&kesponse to the Action Closing
Prosecution on June 18, 2012. Sony’s Comments filedeon July 18, 2012. The PTO found Tessera,snlune 18, 2012 Response pdigat
compliant in a petition decision mailed Septemigr2D12.

On January 29, 2013, Tessera, Inc. filed a Statidisclaimer in the patent file of U.S. Patent 1§¢885,106 dedicating to the public al
the originally issued claims in U.S. Patent No86,806. Tessera, Inc. then filed, on February 3328 Supplemental Amendment in the
reexamination that canceled all pending claimsaaded the Examiner to the Statutory Disclaimére Bupplemental Amendment also sough
termination of the inter partes reexamination pealbeg. On February 11, 2013, at the specific repiethe U.S. Patent and Trademark Office,
Tessera, Inc. filed in the reexamination a Notit€oncurrent Proceedings, again alerting the Exantin the Statutory Disclaimer filed in the
patent file of U.S. Patent No. 6,885,106. On Fetyr2&, 2013, the PTO mailed a Notice of Intentsguie a Reexamination Certificate (NIRC),
which terminated the reexamination and noted theeistof the claims as: 1-60 currently disclaimed @155 cancelled.

On September 24, 2012, Sony filed a petition fteripartes review of Tessera, Inc.’s U.S. Patent\ab4,337. On September 27, 2012,
the PTO mailed a Notice accepting the petitiomdliwhich set a December 27, 2012 deadline forérasénc. to file a preliminary response.
Tessera, Inc. filed a patent owner preliminary oesg on December 26, 2012. On February 26, 20&é3dkent Trial and Appeal Board
(PTAB) mailed a Decision initiating a trial for @has 27-29 and 39 on two grounds of patentability.

On or about January 3, 2006, Koninklijke Phillipedronics N.V. and Philips Semiconductors B.V.Hilips”), MICRON
Semiconductor Deutschland GmbH (“Micron GmbH?”),il@fon and STMicroelectronics, Inc. (“STM”) filed ppsitions to Tessera, Inc.’s
European Patent No. EP1111672 (the “EP672 Pateetdye the European Patent Office (the “EPO”). MitGmbH and Infineon withdrew
their oppositions on July 24, 2006 and Novemb&006, respectively. On December 4, 2006, Phillighdvew its opposition. On
September 16, 2008, the EPO Opposition Divisionddsa “Summons to attend oral proceedings” whiatest“preliminary” opinions
unfavorable to the claims of the EP672 Patent. vahleearing before the EPO Opposition Division, Wwekl on June 4, 2009, resulting in a
decision to revoke the EP672 Patent. Tesserafiled.a Notice of Appeal on August 24, 2009.

The following Tessera, Inc. patents expired on &eper 24, 2010: U.S. Patent Nos. 6,433,419, 6,8858679,977, 6,133,627 and
5,852,326. In addition, on September 24, 2011ER&72 Patent expired. The reexamination proceediogserning U.S. Patents 6,433,419
and 6,465,893 will continue after expiration. Asfegth above, the reexamination proceedings conegrU.S. Patents 5,679,977, 6,133,627
and 5,852,326 have terminated with issuance ofar@mation certificates confirming patentabilitytbe original claims subject to
reexamination.

The patents that are subject to the above-descrds@mination proceedings include some of thegetgnts in Tessera, Inc.’s portfolio,
and claims that are treated in the current offiai@tlons are being asserted in certain of Test®ras various litigations. The Company cannot
predict the outcome of these proceedings. An adwgsision could also significantly affect Tesséma,’s ongoing litigations, as described
herein, in which patents are being asserted, wihithrn could significantly harm the Company’s mess and consolidated financial position,
results of operations and cash flows.
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Insolvency Proceedings over the Estate of Qimonda,A.ocal Court of Munich, Insolvency Court, File Nal542 IN 209/0¢

On January 23, 2009, Qimonda AG filed a bankrupttjtion with the Local Court of Munich, Insolven@purt. On April 1, 2009, the
Court opened insolvency proceedings over the esfa@gmonda AG and appointed Rechtsanwalt Dr. Mélaffé as the insolvency
administrator.

On or about May 27, 2009, Dr. Jaffé chose non-perémce of Tessera, Inc.’s license agreement withaQda AG under Section 103 of
the German Insolvency Code and purported to tertitiee license agreement. On June 12, 2009, Tedserdiled a Proof of Claim in the
Qimonda AG bankruptcy alleging amounts due of agiprately 15.7 million Euros. On December 2, 2008, Iaffé preliminarily contested
Tessera, Inc.’s claim in full. On November 15, 2006. Jaffé acknowledged approximately 7.8 millBuros of Tessera, Inc.’s claim. The
amount has been registered with the list of creglitdaims at the Local Court of Munich, Insolven€gurt. However, both the date and the
final amount of recovery for unsecured debtors iamacertain.

In re Spansion, LLC, U.S. Bankruptcy Court (Del.f;ase No. 0-1069; In re Spansion, Inc., U.S. Bankruptcy CouiDel.), Case No. 09-
10690; In re Spansion Technology LLC, U.S. BankragtCourt (Del.), Case No. 09-10691

On or about March 1, 2009, Spansion initiated baptay proceedings in the United States BankruptoyrCfor the District of Delaware.
On or about July 17, 2009, Tessera, Inc. filedaPof Claim in each of the above Spansion banksuptoceedings alleging amounts due of
not less than $25 million.

On January 12, 2010, Spansion filed a motion terd@he and estimate the amount of Tessera,daclministrative expense claim, for
purpose of demonstrating the feasibility of SpamsiGecond Amended Joint Plan of Reorganizatioss@&, Inc.’s administrative expense
claim relates to the damages that Spansion wou@dfomthe post-petition (post-March 1, 2009) infgment of certain Tessera, Inc. patents.
On January 26, 2010, Tessera, Inc. filed its olgjadb Spansion’s Second Amended Joint Plan of ggaoration, asserting that the plan was
not feasible and that it failed to provide for fheyout of administrative expense claims on the pléective date.

On January 29, 2010, the court held a hearing am&pns motion. On February 9, 2010, the Court annouitsadling that a reasonat
royalty rate for Spansion products sold in the BhiGtates during the administrative period was Bérits per unit. As later memorialized in its
April 6, 2010 Order, the Court also estimated,dorposes of plan confirmation, Tessera, Inc.’s aistiative expense claim at $4,232,986.13
for the period from March 1, 2009 to July 20, 2009.

On February 5, 2010, Spansion filed a motion fooater estimating the amount of “certain contingentiquidated, duplicative and/or
overstated claims,” including Tessera, Inc.’s pegition claims, for purposes of establishing clgdan distribution reserves. Tessera, Inc.-
its objection to the estimation motion on Februbry 2010 and on that same date submitted three deteRroofs of Claim, each for not less
than $219 million, based in part on the Court’s/5&nts per unit royalty rate.

On February 23, 2010, Tessera, Inc. filed a mdiorallowance and payment of its administrativeenge claim. The motion requested
that the claim be allowed at $96,765,070, for taequ from March 1, 2009 to January 29, 2010, pluafter-arising damages, with interest.
Spansion and the Official Committee of Unsecuregid@ors filed an objection to this motion on Matoh 2010.

On March 23, 2010, the Court entered an order aligWessera, Inc. to file its three Amended Pradf€laim. On March 25, 2010, the
parties reached a stipulation that the Court wegkimate Tessera, Inc.’s pre-petition claim indaheunt of $130 million for purposes of
establishing class 5 plan distribution reserves.
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On April 1, 2010, the Court issued an Order andh@pi on Confirmation. The Order denied Spansioetpiest for plan confirmation due
in part to Spansion’s failure to set aside a reséov Tessera, Inc.’s administrative expense cl@mApril 7, 2010, Spansion filed an amended
plan that included a reserve for Tessera, $nedministrative expense claim in the amount 023%2,986.13. On April 16, 2010, the Court iss
its finding of facts, conclusions of law, and Ordenfirming the plan as amended. Spansion’s bam&yyman became effective on May 10,
2010.

In accordance with the parties’ prior stipulation,May 26, 2010, the Court issued an Order estilgaessera, Inc.’s pre-petition claims
in the amount of $130 million. In a June 15, 201@&D, the Court disallowed two of Tessera, Inc.faghded Proofs of Claim, leaving one
proof of claim of not less than $219 million. OrlyJ@, 2010, Spansion filed an objection to the rigmimg proof of claim.

On November 2, 2010, the remaining issues regarti@sgera, Incs claims were transferred to the Northern Distiia€alifornia as Cas
No. 4:1(-cv-04954-CW, which was then related to the presfippending casd essera, Inc. v. Advanced Micro Devices, Inc. et@hse
No. 4:05-cv-04063-CW. Thus, the proceedings in the Northgistrict of California will address the objectiottsTessera, Inc.’s pre-petition
claim, which had been estimated for purposes afsctaplan distribution reserves at $130 millione3én proceedings will also address Tessera
Inc.’s administrative expense claim, which had bestiimated for purposes of claim confirmation a2$2,986.13 for the period from March 1,
2009 to July 20, 2009.

The Court in the Northern District of Californialdle case management conference on January 4 g@fllifted its stay on that date. T
Court’s January 4, 2012 Minute Order and Case Mamagt Order, described above in connection Wibsera, Inc. v. Advanced Micro
Devices, Inc. et a, Civil Action No. 05-04063 (N.D. Cal.), appliesttus lawsuit as well.

Tessera, Inc. entered into a settlement with Span3iessera, Inc. filed a stipulated dismissal esddnber 30, 2012. This proceeding is
now concluded.

Amkor Technology, Inc. v. Tessera, Inc. (ICC Case.N.6531/VRO

On or about August 7, 2009, Amkor filed a requestairbitration against Tessera, Inc. before therirdtional Chamber of Commerce
(“ICC"). The request, among other things, accusesséra, Inc. of interference with Amkor’s existargl prospective business relationships, ¢
improperly claiming that Amkor had breached thetipat license agreement, and of improperly threiatgio terminate that agreement. Amkor
seeks relief including judgment that it is in comapte with the license agreement and is a liceimsgeod standing under the license
agreement; judgment that the license agreementmsriraeffect and no breach alleged by Tesseraagainst Amkor has terminated the
license agreement; judgment that Amkor's methodatdulating royalties on a going-forward basis cbegowith Amkor’s obligations under
the license agreement; an injunction against Tassee. forbidding it from making statements to Aarik customers and potential customers
inconsistent with the above; an injunction agairessera, Inc. forbidding it from attempting to teéraie the license agreement or threatening 1
terminate the license agreement during the arhlitratr based on events occurring prior to the aggioh of the arbitration; a damage award
against Tessera, Inc. for attorneys’ fees and ¢ostenkor associated with this arbitration, togetivith all other damages resulting from
Tessera, Inc.’s alleged acts of tortious interfeeeand punitive damages; all other relief recoverahder the Rules of Arbitration of the ICC;
such other and further relief as the arbitratoend@ust and proper.

On November 2, 2009, Tessera, Inc. filed its angwéine request, including counterclaims. The amsammong other things, denies
Amkor’s accusations and accuses Amkor of failingag Tessera, Inc. full royalties on products Am&old to Qualcomm and potentially
others that are subject to ITC injunctions, of safig to allow Tessera, Inc. to audit in accordanitk the parties’ license agreement, of
interference with Tessera, Inc.’s prospective eadnagelationships, of failing to pay royalties aflfroyalties on products that infringe various
U.S. and foreign patents owned by Tessera, Ind.péwiolating the implied covenant of good faithdefair
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dealing. Tessera, Inc. seeks relief including judghthat the license agreement has been breachdtiatiTessera, Inc. is entitled to terminate
the license agreement; judgment that products dohvamkor has not paid the full contractual royedtito Tessera, Inc. are not licensed unde
Tessera, Inc.’s patents; damages for Amkor’s bremoffithe license agreement; damages, includingiyeidamages, for Amkos' interferenc
with Tessera, Inc.’s prospective business relakiss interest on any damages; attorneys’ feescant$ incurred by Tessera, Inc.; denial of
Amkor’s claims against Tessera, Inc.; an order that aveedsera, Inc. all other relief recoverable utiderules of Arbitration of the ICC; a
an order for such other and further relief as tiétr@tors deem just and proper.

On January 15, 2010, Amkor filed its response tes€ea, Inc.’s counterclaims, along with new cowtééms by Amkor and a motion for
priority consideration of certain issues. In itsgensive pleading, Amkor denied Tessera, Inc.’simalaims, arguing in part that Tessera,
Inc.’s counterclaims for royalties are barred by doctrines of collateral estoppel and res judjcatd sought a declaratory judgment that it ha
not infringed and that its packages are not mademany of the patents asserted in Tessera, keswer and that the patents are invalid and
unenforceable. Amkor also claimed a credit for tiga it alleges it overpaid Tessera, Inc.

On May 14, 2010, Amkor filed a motion to bar Tessénc.’s counterclaims for royalties before Decemb, 2008, as res judicata. The
Tribunal ruled on Amkor’s motion on November 15120granting Amkor’s motion as to Tessera, Incdarterclaims for royalties on some
products and timeframes at issue, and denying titeomas to other products and timeframes.

On October 20, 2010, Amkor paid Tessera, Inc. apprately $2.3 million to address a portion of thesproyalties claimed by Tessera,
Inc.

On December 9 and December 10, 2010, the Tribwldldatwo-day trial on certain issues in the aalitn, including (1) royalties
payable on a going-forward basis for the patentses$ed in the previous arbitration, including fatt limited to royalties applicable to
packages assembled for Qualcomm, Inc.; (2) Tesberads counterclaim for breach of the audit prasisof the license agreement; (3) Tessers
Inc.’s claim for breach of the covenant of goodHaind fair dealing, to the extent that it is basedssues (1) and (2) above; and (4) the status
of Tessera, Inc.’s latest request to terminatditie@se agreement, to the extent that it is basaedsues (1), (2), and (3) above.

On February 17, 2011, Tessera, Inc. sent Amkorffaciad notice of termination of Amkor’s license mgement with Tessera, Inc. Amkor
has disputed Tessera, Inc.’s right to terminatditie@se agreement.

On March 11, 2011, Tessera, Inc. filed a motiorkisgg among other things, to strike Amkor’s defeng@validity for the time period
before Amkor challenged the validity of the asspatents. The Tribunal granted Tessera, Inc.’sanatn July 1, 2011, striking (1) Amkor’s
invalidity and unenforceability defenses to thepawpt of royalties that accrued under the assert&d patents before those defenses were
raised, and (2) Amkor’s invalidity defenses to ffayment of royalties due under the asserted fongégents regardless of when the royalties
accrued.

On June 1, 2011, the Tribunal issued an order agngtcertain claims of the patents-in-suit.

On July 11, 2011, the Tribunal issued a Partial Adaan certain issues tried to the Tribunal on Ddoen®-10, 2010. The Tribunal
(1) granted Tessera, Ins.tequest for additional royalties due for the peteddressed in the previous arbitration, in aawuarhto be determine
later, but denied Tessera, Inc.’s claim for addgioroyalties owing from certain packages assemfaledustomers including Qualcomm, Inc.,
(2) found that Amkor was in breach of the Licengggement as to its royalty obligations and the taodivision of the license agreement, and
(3) deferred a final decision on certain groundsdomination of the license agreement until theosel phase of this arbitration has concluded.
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On August 15, 2011, pursuant to the parties’ stipiaih, the Tribunal entered an Order dismissindpwiejudice the parties’ respective
tortious interference claims.

A seven-day hearing on the remaining issues wabft@mh August 15, 2011 to August 21, 2011.

On October 17, 2011, the Tribunal issued a Pakiiedrd on certain issues tried to the Tribunal oé&aber 9-10, 2010. The Tribunal
awarded Tessera, Inc. approximately $0.5 millicsoagted with additional royalties due for the ptdeaddressed in the previous arbitration.

On July 6, 2012, the Tribunal issued a Partial Alvé&imong other things, the Partial Award furtheeipreted the parties’ agreement,
found that certain packages were neither licensedayalty bearing under the agreement, found ahatof the patents at issue in the arbitre
was not valid, that seven of the asserted pateets not infringed by the accused Amkor produciat shsubset of accused Amkor products dic
not infringe two additional asserted patents, &ad toyalties are due under seven of the patergsa in the arbitration for certain TCC and
related integrated circuit packages. In additibr, Tribunal awarded interest to Tessera, Inc.ctefeAmkor’'s contention that it is in
compliance with the license agreement and thatatlicensee in good standing, rejected Amkor'srcthat Tessera, Inc.’s counterclaims were
barred by doctrines of laches, waiver, estoppeallaam hands or the statute of limitations, rejeétetkor’s request to enjoin Tessera, Inc. from
behavior outside the arbitral forum, and agreedTeasera, Inc. was entitled to and did terminfag¢elitense agreement as of February 17, :
The Tribunal also found that the parties should liesir own attorney’s fees and costs. The Paftvahrd contains additional rulings not
summarized here. Further proceedings are expextee tindertaken to ascertain, among other thihgsanount due to Tessera, Inc. consistel
with the Partial Award. Tessera, Inc. cannot prettie timing of the damage award(s) that may re€utAugust 20, 2012, Tessera, Inc.
received an initial payment of $19.9 million frormor related to the Partial Award the Tribunal edwn July 6, 2012.

On November 27, 2012, the Tribunal issued an Addentb its Partial Award dated July 6, 2012.

On February 20, 2013, the Tribunal issued anotheid Award. Among other things, the February 2013 Partial Award further
interpreted the parties’ agreement and the scopeoalucts covered by the now-terminated licenseeagent. Further proceedings are expecte
to ascertain, among other things, the amount ddessera, Inc. consistent with the February 203 ZHrtial Award. Tessera, Inc. cannot
predict the timing of the damages award(s) that reault.

Discovery is proceeding on Tessera, Isclaims for royalties against certain Amkor padsaased on certain additional patents Tes
Inc. has asserted against Amkor. On January 25 8@ Tribunal denied Amkor’s motion for partialrBeary Judgment seeking to exclude
certain packages as not covered by the license mgn.

Tessera, Inc. v. Amkor Technology, Inc. (ICC Case.NL7976/VRO)

On May 26, 2011, Tessera, Inc. filed an additioeguest for arbitration against Amkor before th€1The request, among other things,
alleges that Amkor failed to make a required etectinder the parties license agreement, and th&bAfailed to comply with obligations
regarding “Licensee Improvements” under the licesgeement. Tessera, Inc. seeks relief includidgctaration that Amkor breached the
license agreement; that the license agreement waey terminated on this basis; a declaratiom #rakor’s rights to Tessera, Inc.’s patents
expired on May 9, 2011 or earlier; the identificatand transfer of all Licensee Improvements ta&es Inc.; an injunction preventing Amkor
from using Licensee Improvements, to the exteh&# not complied with the license agreement; damagd/or disgorgement of profits for
Amkor’s failure to comply with the license agreemeitorneys’ fees, costs and exemplary damagekaarorder for such other and further
relief as the Tribunal deems just and proper.dméguest, Tessera, Inc. estimated the amouns$jiutd to be in excess of $1 million.
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On July 26, 2011, Amkor filed its response to thguest, which, among other things, denies Tesberés allegations, raises various
purported defenses, asserts that Tessera, Inqueses for relief should be denied, contends tkeatéra, Inc. has breached the license
agreement, argues that Amkor is entitled to attgshiees, costs and exemplary damages relatinget@iegations set forth in Tessera, Inc.’s
request, and asks that the Tribunal order Tesbarato pay such further relief to Amkor as theblmal deems appropriate. Tessera, Inc. filed
an answer denying the allegations in Amkor’s respamn September 1, 2011.

Tessera, Inc. v. Amkor Technology, Inc., Civil Aati No. 1:12-cv-00852-SLR (D. Del.)

On July 6, 2012, Tessera, Inc. filed a complairtiagt Amkor Technology, Inc. in the United Statastiict Court for the District of
Delaware. Tessera, Inc.’s complaint alleges thakémhas infringed and is currently infringing, inding by directly infringing, contributorily
infringing and/or inducing infringement of, U.S.tBat No. 6,046,076. The complaint requests of therC among other things, a judgment tha
Amkor has infringed or will infringe, induce othersinfringe, and/or commit acts of contributoryringement of one or more claims of U.S.
Patent No. 6,046,076; an order that Amkor, itdiafés, subsidiaries, directors, officers, emplayedtorneys, agents, and all persons in active
concert or participation with any of them be préfiarily and permanently enjoined from further asténfringement, inducing infringement, or
contributory infringement of the U.S. Patent Nd@d4®,076; an order that the infringement be adjudgédtul and that the damages be increa
under 35 U.S.C § 284 to three times the amountdaymmeasured; an order for an accounting; andvamchof damages that result from
Amkor’s infringing acts, interest on damages, atdys’ fees and such other and further relief acitnert deems just and proper.

The accused products include, for example and withimitation, infringing vacuum encapsulated andlded underfill semiconductor
packages manufactured by Amkor that are not licbssed on the July 6, 2012 arbitration awarfintkor Technology, Inc., v. Tessera, Inc.
16531/VRO. On August 14, 2012, Amkor filed an ansamd counterclaims seeking a declaratory judgrfeitU.S. Patent No. 6,046,076 is
not infringed and is invalid. It also interposefirafiative defenses, including but not limited tominfringement, invalidity, estoppel, license,
patent exhaustion, failure to mark, and lachesthieny Amkor is seeking an award of attorneig®s and costs, and such other relief as the (
deems to be just and proper.

Item 4. Mine Safety Disclosure
Not applicable.
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Item 5. Market for Registran’s Common Equity, Related Stockholder Matters andusr Purchases of Equity Securitit

Our common stock is traded publicly on The NASDAQIal Select Market under the symbol “TSRA.” Th&prrange per share is the
highest and lowest bid prices, as reported by TASINAQ Global Select Market, on any trading day dgrihe respective quarter.

High Low
Fiscal Year Ended December 31, 2(
First Quarter (ended March 31, 20: $20.52 $14.7(
Second Quarter (ended June 30, 2( $17.3¢ $12.7
Third Quarter (ended September 30, 2( $15.9( $13.6i
Fourth Quarter (ended December 31, 2( $16.6: $13.0¢
High Low
Fiscal Year Ended December 31, 2(
First Quarter (ended March 31, 20: $23.1¢ $15.8¢
Second Quarter (ended June 30, 2( $20.71 $15.5¢
Third Quarter (ended September 30, 2( $17.72 $11.8¢
Fourth Quarter (ended December 31, 2( $18.41 $11.1:

As of January 31, 2013 there were outstanding 32824 shares of common stock held by 25 stockhslderecord.

In August 2007, we announced a plan authorizedunyBoard of Directors to purchase up to $100 nillad our common stock in the
open market or through private transactions. Nelpases were made during the years ended Decemh20132, 2011 or 2010 under this plan.
No expiration date has been specified for this pfam the years ended December 31, 2008 and 2@iepurchased a total of 630,000 sh:
and 15,000 shares, respectively, or, a total of@bshares of common stock at an average pri@@®6 per share for a total cost of $10.5
million under the terms of the repurchase prograsof December 31, 2012, the total amount avail&trieepurchase was $89.5 million. We
may continue to execute authorized repurchasestiromto time under the plan.

We initiated a dividend program in March of 2012 aur Board declared cash dividends of $0.10 pareshayable in the second, third
and fourth quarters of 2012, and the first quasfe2013. Total cash dividends paid in 2012 wereaaxmately $15.6 million. The dividend for
the first quarter of 2013 is payable on March 28, 2for stockholders of record at the close of hess on March 7, 2013. No cash dividends
were declared and paid in 2011 and 2010.
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PERFORMANCE GRAPH

The following graphic representation shows a comgparof total stockholder return for holders of gommon stock, the NASDAQ
Composite Index and the Philadelphia Stock Exch&egriconductor Index from December 31, 2007 thrddDgbember 31, 2012. The graph
and table assume that $100 was invested on Dece3tb2007 in each of our common stock, the NASDA@@osite Index and the

Philadelphia Stock Exchange Semiconductor Inded that all dividends were reinvested. This gragloimparison is presented pursuant to the
rules of the SEC.

H140,00

F120.00

e £
£100,00 ..____ ppees # R e o S o
FE0.00
H50.00
F40.00 £l
F20.00
n-ll}:lF 008 2008 2010 011 2012
—— Taszserm Technodogies, Inc =y NASDAQ Composiie-Tolal Relurms —-0- PHLX Semicondusior Indax |
12/07 12/08 12/09 12/10 12/11 12/12
Tessera Technologies, Inc. $100.0(C $28.5t $55.9¢ $53.2¢ $ 40.2¢ $ 40.37
NASDAQ Composite $100.0C $60.0z $87.2¢ $103.0¢ $102.2¢ $120.4:
PHLX Semiconducto $100.0C $52.81 $91.1C $105.6: $ 94.67 $101.4¢

This section is not “soliciting material,” is noteimed “filed” with the SEC and is not incorporabgdreference in any filing of the
Company under the Securities Act of 1933 or theuBtees Exchange Act of 1934 (“Exchange Act”), winett made before or after the date
hereof and irrespective of any general incorporaémguage in any such filing.
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ltem 6. Selected Financial Dat:

You should read the following selected consoliddiegincial data in conjunction with “Management’s@ussion and Analysis of
Financial Condition and Results of Operations” and consolidated financial statements and theeélabtes appearing elsewhere in this
Annual Report.

Years Ended December 31
2012 2011 2010 2009 2008
(in thousands, except per share dat¢

Consolidated statements of operations dat

Revenues
Royalty and license fet $182,52: $237,20: $279,62: $286,20° $220,25:
Past production payments | 24,72¢ — — — 17C
Product and service revent 26,77 17,37t 21,77( 13,23 27,86¢
Total revenue 234,02 254,57t 301,39: 299,44( 248,29:
Operating expense
Cost of revenue 40,36¢ 23,49: 21,771 16,97 16,74¢
Research, development and other related 100,68: 75,97¢ 74,09¢ 65,88¢ 61,59¢
Selling, general and administrati 97,29¢ 83,37¢ 79,30( 72,80¢ 69,53¢
Litigation expenst 34,01¢ 29,35¢ 21,89: 26,13: 84,30¢
Restructuring and other char¢ 2,52¢ 5,24¢ — — —
Impairment of lon-lived asse — (569) 3,50¢ — —
Impairment of goodwil — 49,65 — — —
Total operating expens 274,88 266,53¢ 200,57: 181,79¢ 232,19:
Operating income (los! (40,86)) (11,959 100,82: 117,64. 16,09¢
Other income and expense, 5,87 2,64: 2,60¢ 5,51¢ 3,08
Income (loss) before tax (34,989 (9,315 103,42! 123,16: 19,18¢
Provision for (benefit from) income tax (4,764 9,98¢ 46,07¢ 53,36¢ 14,544
Net income (loss $(30,22%) $(19,300() $ 57,34¢ $ 69,79¢ $ 4,64
Net income (loss) per common st-basic (2) $ (0589 $ (0.3 $§ 1.f $  1.4: $ 0.C
Net income (loss) per common st-diluted (2) $ (0589 $ (0.3 § 1.4 $ 1.4: $ 0.1C
Cash dividends declared per sh $ 0.3C $ — $ — $ — $§ —
Weighted average number of shares used in per shlngdationbasic
2 51,971 51,08: 50,07( 48,82¢ 47,96
Weighted average number of shares used in per shinaation-
diluted (2) 51,971 51,08: 50,45( 49,26¢ 48,35¢

December 31
2012 2011 2010 2009 2008
(in thousands)

Consolidated balance sheets dat:

Cash, cash equivalents and s-term investment $442,60: $492,44! $475,00! $387,95¢ $276,50(
Working capital 422,11 481,42° 468,91: 379,55¢ 261,30:
Total asset 705,10: 716,52¢ 711,85¢ 616,31¢ 501,58¢
Long-term liabilities 9,50¢ 5,017 10,50: 11,43: 12,59¢
Total stockholder equity 642,42" 670,67¢ 664,58: 572,18! 446,90«

(1) Past production payment revenues are royaliynpats for the use of our intellectual property afgre payments are made as part of a
settlement of a patent infringement dispute froevjwusly unlicensed partie
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(2) See Note 9 of the Notes to Consolidated Firsi®tiatements for an explanation of the methodd tesdetermine the number of shares
used to compute per share amou

Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operation

The following discussion (presented in thousanxiseet for percentages) should be read in conjunctiith our consolidated financial
statements and notes thereto.

Business Overview
Tessera Technologies, Inc. is a holding companly agierating subsidiaries in two segments: IntaligicProperty and DigitalOptics.

Our Intellectual Property segment generates revéoune manufacturers and other implementers thabus¢echnology. We pioneered
chip-scale packaging solutions, which we licensthéosemiconductor industry. We also develop awogiae interconnect solutions and
intellectual property in areas such as mobile caimguand communications, memory and data storagk3®IC technologies.

Our DigitalOptics business designs and manufactaraging systems for smartphones, generating revémough product sales and
software license fees and royalties. Our expetiggtics, camera modules, MEMS, and image prongsasmnable us to deliver products that
expand the boundaries of smartphone photographyal®éeoffer customized microptic lenses, which may include DOEs, ROEs andVip$.

Results of Operations
Acquisitions

We have grown our business partly through acqaisstiIn 2010, we completed the acquisition of Seiporporation (“Siimpel”), a
developer and manufacturer of MEMS-based cametaiasné for mobile imaging applications for $15.0lmmn. Siimpel's MEMS autofocus
and MEMS autofocus + Shutter solutions complemenimage enhancement solutions and enable uséo @ffvider range of high-value IP-
based imaging and optics solutions. The impadhisfacquisition on our financial results has bewfuided in our DigitalOptics segment as
discussed below.

In June 2012, we completed the Zhuhai Transactibich involved the acquisition of certain asset¥ista Point Technologies, a Tier
One qualified camera module manufacturing busirfess) Flextronics International Ltd. for consideoat of $29.0 million, net of $11.9
million cash acquired. Approximately $7.6 milliohtbe consideration has been placed in escroweainitial closing, of which, approximately
$4.0 million is subject to delivery of certain atiioihal assets by Flextronics International Ltdlater than March 31, 2013 and approximately
$3.0 of which was released in connection with telvery of certain additional assets in the fouqtlarter of 2012. We intend to use the
acquired assets to help build the DigitalOpticansewgt into a supplier of MEM®ased camera modules in the mobile phone mark201a, we
generated approximately $13.4 million in revenuesfthe sale of fixed focus camera modules andrirdu$20.0 million of operating
expenses related to the manufacturing operatiasitad in the Zhuhai Transaction. We expect ouenexes from the production of the fixed
focus camera modules to decrease during 2013 agaremhto 2012, as we transition the Zhuhai manuifagt facility to the production of our
MEMS-based camera modules, from which we haveoygeherate meaningful revenue. The impact of tiqeiaition on our financial results
has been included in the following discussion.

Revenue

Our revenues are generated from royalty and liceses past production payments, and product anwitegevenues. Royalty and lice
fees include revenues from license fees and ropalyynents generated from licensing the right toawseiechnologies or intellectual property.
Licensees generally report shipment
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information 30 to 60 days after the end of the terain which such activity takes place. Since theneo reliable basis on which we can estir
our royalty revenues prior to obtaining these repfiom the licensees, we recognize royalty reverarea one quarter lag. The timing of
revenue recognition and the amount of revenue Bigteeognized for each type of revenues depends @pvariety of factors, including the
specific terms of each arrangement, our abilitgdave fair value of the element and the natureuwfdeliverables and obligations. In addition,
our royalty revenues will fluctuate based on a nendf factors such as: (a) the timing of receiptayfalty reports; (b) the rate of adoption and
incorporation of our technology by licensees; (@ tiemand for products incorporating semicondudtasuse our licensed technology; (d)
cyclicality of supply and demand for products using licensed technology; and (e) the impact ofiecasic downturns.

From time to time we enter into license agreemtrashave fixed expiration dates. Upon expiratibsuch agreements, we need to
renew or replace these agreements in order to aiaiotir revenue base. We may not be able to canticensing customers on terms favor:
to us, under the existing terms or at all, whichuldcharm our results of operations. For example license agreement with Micron
Technology, Inc. expired in May 2012. Micron Teclogy, Inc. accounted for 10% or more of total revemfor the year ended December 31,
2012 and has since entered into a definitive spoag@ement to acquire and support Elpida Memaig, b leading dynamic random access
memory (“DRAM”) manufacturer, which is expectedctose in the first half of 2013 subject to numerolesing conditions and approvals. If
we fail to replace the expired Micron Technology;.llicense agreement, it will have a negative ichpa our revenue and our results of
operations.

We are in litigation with PTI, a material custonie2012, and PTI has ceased making payments. S the subheading “
Contingencie$ in Note 15—"Commitments and Contingenciésf the Notes to Consolidated Financial Statemdfise are not able to
replace the revenue from PTI or if we receive areesk determination in the litigation with PTIc@uld have a substantial adverse impact on
our royalty revenue in the near term.

In the past, we have engaged in litigation andtietddn proceedings to directly or indirectly erderour intellectual property rights and
the terms of our license agreements, includinggedings to ensure proper and full payment of r@sly our current licensees and by third
parties whose products incorporate our intelleguaperty rights. For example, on February 20, 2@&3nternational Court of Arbitration of
the International Chamber of Commerce issued amdhindavor of Tessera, Inc. in its dispute with Ron. Tessera, Inc. cannot predict the
precise amount or the timing of Amkor’s payment. Bésieve that the dispute with Amkor and similaufe proceedings may result in
fluctuations in our revenue and expenses.
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The following table presents our historical opergtiesults for the periods indicated as a percenthgevenues:

Years Ended
December 31,

2012 2011 2010
Revenues
Royalty and license fet 78% 93% 93%
Past production paymer 11 — —
Product and service revent _1 _ 7 _ 7
Total Revenue 10C 10C 10C
Operating expense
Cost of revenue 17 9 7
Research, development and other related 43 30 25
Selling, general and administrati 42 33 26
Litigation expenst 15 12 7
Restructuring and other char¢ 1 2 —
Impairment of lon-lived asset: — Q) 1
Impairment of goodwil = 20 =
Total operating expens 11€ 10& _ 66
Operating income (los! (18) 5) 34
Other income and expense, _ 3 _ 1 1
Income (loss) before tax (15) 4 35
Provision for (benefit from) income tax ) _ 4 _16
Net income (loss _(13)% _ (8% _19%
Fiscal Year 2012 and 2011
The following table sets forth our revenues by t{ipghousands, except for percentages):
Years Ended December 31 Increase/
2012 2011 (Decrease Change
Royalty and license fees $182,52: 78%  $237,20: 93%  $(54,68() (239)%
Past production paymer 24,72¢ 11 — — 24,72¢ n/e
Product and service revent 26,77 _1u 17,37¢ _ 7 9,39¢ 54
Total revenue $234,02 10(%  $254,57¢ 10C%  $(20,55)) (8)%

Total revenue for the year ended December 31, 2@k2$234.0 million compared to $254.6 million foetyear ended December 31,
2011. See “Segment Operating Results” below fagxgianation of the changes in revenue betweereiharting periods.

Cost of Revenues

Cost of revenues primarily consists of materiald supplies, direct compensation, amortization tfrigible assets related to acquired
technologies, and depreciation expense. Amortiraifacertain acquired intangible assets and degtieni expense of property and equipment
are generally classified as a component of costw#nues from research, development and otheedetaists when an in-process developmen
project reaches commercialization. Excluding amation of acquired intangible assets, cost of raesnelates primarily to product and ser
revenues. For each associated period, cost of uegess a percentage of total
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revenues varies based on the rate of adoptionrakehnologies, the product and service revenuegooent of total revenues, the mix of
product sales to semiconductor, optics and commatioits industries and the timing of property andigepent being placed in service. We
anticipate our cost of revenues will increase agpooduct mix includes more products and servisesw@grow our DigitalOptics business
through the manufacturing operations we acquiretime 2012 through the Zhuhai Transaction and frommanufacturing facility in Taiwan
that we officially opened in January 2013.

Cost of revenues for the year ended December 32, @@s $40.4 million, as compared to $23.5 millionthe year ended December 31,
2011, an increase of $16.9 million, or 72%. Thiz@ase resulted from increases in expensed equipmaterials and supplies, depreciation
and amortization of acquired intangible assets,mdonnel related expenses, which relate primtritihe increased product revenues driven
by the operations acquired in the Zhuhai Transactio

Research, Development and Other Related

Research, development and other related costsstqmsnarily of compensation and related costgpfmsonnel, as well as costs related t
patent applications and examinations, product ‘deavns” and reverse engineering, amortization tafrigible assets, materials, supplies and
equipment depreciation. Research and developmenniducted primarily in-house and targets develagroéchip-scale, circuitry design, 3D
architecture, wafer-level packaging technologyhhilgnsity substrate, thermal management technolomgge sensor packaging, image
enhancement technology, including MEMS-based prisdiand micro-optic lens solutions such as diffi@cand refractive optical elements to
integrated micro-optical subassemblies. All reseatlevelopment and other related costs are expessiedurred.

Research, development and other related costedorear ended December 31, 2012 were $100.7 mili®@eompared to $76.0 million
for the year ended December 31, 2011, an increeg®24o7 million, or 33%. The increase was primadlye to increases in personnel related
expenses of $8.9 million, in material costs of $8iion, in consulting fees of $2.5 million, in reks and tooling expenses of $1.8 million, in
patent prosecution, application and examinatioreagps of $1.9 million and in the amortization démgible assets of $1.6 million. These
increases were primarily the result of the expamsicthe DigitalOptics business, including the Zhauacquisition, and were partially offset b
decrease in stock-based compensation expenseofrfifion.

We believe that a significant level of research dedelopment expenses will be required for us teaia competitive in the future.

Selling, General and Administrative

Selling expenses consist primarily of compensatiot related costs for sales and marketing perspravedrse engineering personnel anc
services, marketing programs, public relationsptional materials, travel, trade show expenses séock-based compensation expense.
General and administrative expenses consist piliynarcompensation and related costs for generalagament, information technology,
finance and accounting personnel, legal fees apdreses, facilities costs, stock-based compensatipense, and professional services. Our
general and administrative expenses, other thalititscrelated expenses, are not allocated toratlkpense line items.

Selling, general and administrative expenses ®rtar ended December 31, 2012 were $97.3 miliscompared to $83.4 million for
the year ended December 31, 2011, an increase3d #iillion, or 17%. The increase was primarilyibtitable to increases in outside service
of $4.3 million related to our acquisition actieii, in amortization of intangible assets of $5.Bi@ni resulting from approximately $64.0
million in purchases of intangible assets sincethiirel quarter of 2011 and in personnel relateceesps of $4.1 million, offset by a decrease ir
stock-based compensation expense of $6.9 million.
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Litigation Expenst

Litigation expense for the year ended DecembeB312 was $34.0 million, as compared to $29.4 nmilfior the year ended
December 31, 2011, an increase of $4.6 milliorl,6%. The increase was primarily attributable tottheng of case activities in our docket of
legal proceedings.

We expect that litigation expense will continudotoa material portion of our operating expensdature periods, and may fluctuate
significantly in some periods, because of our ongditigation, as described Part |, Item-3_egal Proceedingsand because of litigation
initiated from time to time in the future in orderenforce and protect our intellectual propertgl aantract rights.

Upon expiration of the current terms of our custmshkcenses, if those licenses are not renewéidation may become a necessary
element of a campaign to secure payment of reatonajmlties for the use of our patented technaldigye initiate such litigation, our future
litigation expenses would significantly increase.

Restructuring and Other Charg

In November 2012, we announced further restruoguoinour DigitalOptics segment to focus our effartsour core MEMS camera
module business. In connection with this effort,ave reducing our workforce and ceasing operativmair facility in Tel Aviv, Israel. In
connection with these actions, we incurred totakghs of $2.5 million in the fourth quarter of 204 expect to incur approximately
$0.5 million of additional expenses in the firsager of 2013.

Stock-based Compensation Expense
The following table sets forth our stock-based cengation expense for the periods indicated (inghods):

Years Ended
December 31,

2012 2011
Cost of revenues $ 641 $ 45¢
Research, development and other related 6,45t 8,23t
Selling, general and administrati 9,94( 16,87¢
Total stocl-based compensation expel $17,03¢ $25,57(

Stock-based compensation awards included empldgek sptions, restricted stock awards and unitd,employee stock purchases. For
the year ended December 31, 2012, stock-based cwaupen expense was $17.0 million, of which $10ifion related to employee stock
options, $4.8 million related to restricted stogkaads and units and $1.9 million related to empéogck purchases. For the year ended
December 31, 2011, stock-based compensation expers$25.6 million, of which $16.5 million relatemlemployee stock options, $7.0
million related to restricted stock awards andsaid $2.1 million related to employee stock puselBaThe $8.5 million decrease in stock-
based compensation in 2012 when compared to 204 briraarily the result of a $5.1 million decreasekpense related to modifications.
Modifications typically occur when we enter intonsallting agreements with departing employees. Sufitteese agreements may include
continued vesting of the departing employees’ stehlirds and an extension of the exercise periad fhe standard 90 days from employmen
termination date to the termination of the conagliagreement. To a lesser extent, stock-based cwmapen expense was lower due to our
declining stock price which affects the fair vahfeour grants.

As of December 31, 2012, the amount of unrecogniteck-based compensation expense after estimatieitdires related to unvested
stock options was $17.8 million to be recognizedran estimated weighted average amortization gpefi@.9 years and $13.6 million related
to restricted stock awards and units, includindgqgrerance-based awards and units, to be recognizedam estimated weighted average
amortization period of 2.5 years.
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Future stock-based compensation expense and umigzedgstock-based compensation expense will flietdae to changes in our
assumptions used to determine the fair value,fatains in our stock price and additional stock @sdeing granted.

Other Income and Expense, Net

Other income and expense, net, was $5.9 milliothferyear ended December 31, 2012 compared toditién for the year ended
December 31, 2011. The increase was primarily dulke portion of the payment from Amkor relatedhe International Court of Arbitration
of the International Chamber of Commerce interinaadnin favor of Tessera, Inc. that was recordeiditasest income.

Provision for (benefit from) Income Tax

The benefit from income taxes for the year endecelier 31, 2012 of $4.8 million was largely comguli®f domestic income tax
benefit as offset by foreign income tax and witdired) taxes. The provision for income taxes foryhar ended December 31, 2011 was $10.C
million and was comprised of domestic income taxeiign income and withholding taxes as offset bgxabenefit of the impairment of tax-
deductible goodwill. The decrease in income taxease for the year ended December 31, 2012 as cethfzathe prior year was largely
attributable to the U.S. domestic loss incurrethancurrent year offset by an increase in valuagitmwance related to state and foreign defe
tax assets.

Fiscal Year 2011 and 2010
The following table sets forth our revenues by t{ipghousands, except for percentages):

Years Ended December 31 Increase/
2011 2010 (Decrease Change
Royalty and license fees $237,20: 93% $279,62: 93% $(42,42) (15)%
Product and service revent 17,370 7 2L,77¢ 7 (4,399 (20
Total revenue $254,57¢  100% $301,39! 10(% $(46,81) _ (16)%

Revenue
See “Segment Operating Results” below for an exgilan of the changes in revenue as compared bettheaeporting periods.

Cost of Revenues

Cost of revenues for the year ended December 31, @@s $23.5 million, as compared to $21.8 millonthe year ended December 31,
2010, an increase of $1.7 million, or 8%. The iasewas primarily attributable to the increaseerspnnel related expenses and fees related
the renewal of our license agreements, offset dgcaease in materials and stock-based compensat@nse.

Research, Development and Other Related

Research, development and other related costedorear ended December 31, 2011 were $76.0 mibiscompared to $74.1 million for
the year ended December 31, 2010, an increase ®fdillion, or 3%. The increase was primarily daeb6.2 million of increased expenses
incurred by Siimpel, acquired in May 2010, andmeréase in patent prosecution, application and &ation expenses of $3.0 million, outside
service costs of $0.9 million, and amortizatiorindéngible assets of $0.8 million, offset by dese=ain stock-based compensation expense o
$2.7 million, personnel related expenses of $2l0anj depreciation expense of $1.6 million and em&l costs of $1.4 million.
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Selling, General and Administrative

Selling, general and administrative expenses fytar ended December 31, 2011 were $83.4 mibiscompared to $79.3 million for
the year ended December 31, 2010, an increase bihdiflion, or 5%. The increase was primarily dftriable to the inclusion of $0.3 million of
increased expenses in 2011 incurred by Siimpeljiesd)in May 2010, and increases in amortizatiomtz#ngible assets of $1.7 million,
personnel related expenses of $1.3 million, offigaipment and software of $0.5 million and stockdzhcompensation expense of $0.4
million.

Litigation Expenst

Litigation expense for the year ended DecembeRB11 was $29.4 million, as compared to $21.9 mmilfior the year ended
December 31, 2010, an increase of $7.5 millior8486. The increase was primarily attributable téremease in activities in our arbitration
with Amkor Technology, Inc. Refer to Part |, Item-3Legal Proceedings” for additional details.

Restructuring and Other Charg

In January 2011, we announced a reorganizationob@italOptics (formerly Imaging and Optics) segmito focus on key growth
opportunities including EDoF, Zoom and MEMS-basatbfocus, and a reduction up to 15% of our worldénployee base. In August 2011,
we announced a commitment to undertake a workfadection at our Yokohama, Japan development fieihid to close that facility in order
to optimize our operations. Restructuring and ottierges primarily consisted of severance, cosdseto the continuation of employee
benefits, expenses related to the closure of f@s)iand other costs related to the closure ofehiged facility in Japan that are not expected to
be recurring. Restructuring and other charges %&r2 million for the year ended December 31, 20d restructuring charges were incurred
for the year ended December 31, 2010.

Impairment of lon-lived assets

In 2010, in connection with the cessation of depalent activity of wafer-level optics technology, e@ncluded that certain equipment
would be disposed of by sale. As a result, we reizegl an impairment charge of $3.5 million, whielpresents the excess of the net carrying
value of the equipment over the fair value less tsell. These assets were classified as asettsfdr-sale as of December 31, 2010. As of
December 31, 2011, certain assets were reclassifiéetld-fordse and the remaining assets were disposed oftingsin a gain of $0.6 millior

Impairment of Goodwil

In 2011, we recorded a goodwill impairment charb$49.7 million due primarily to the low market pei of our common stock, which
resulted in our market capitalization being sigrafitly lower than the book value of equity for ate@ded period of time. There was no
impairment of goodwill for the year ended Decemi®r2010.

Stock-based Compensation Expense
The following table sets forth our stock-based cengation expense for the periods indicated (indhods):

Years Ended
December 31,

2011 2010
Cost of revenues $ 45¢ $ 57¢
Research, development and other related 8,23: 10,931
Selling, general and administrati 16,87¢ 16,47¢
Total stockbased compensation expel $25,57( $27,99¢
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For the year ended December 31, 2011, stock-basegensation expense was $25.6 million, of which $6illion related to employee
stock options, $7.0 million related to restrictéolck awards and units and $2.1 million relatedrployee stock purchases. For the year ende
December 31, 2010, stock-based compensation expers$28.0 million, of which $14.6 million relatemlemployee stock options, $11.0
million related to restricted stock awards andsiaitd $2.4 million related to employee stock puselaAs of December 31, 2011, the amount
of unrecognized stock-based compensation expeteseeatimated forfeitures related to unvested stmtlons was $21.3 million to be
recognized over an estimated weighted average aaiboh period of 2.7 years and $13.9 million rethto restricted stock awards and units,
including performance-based awards and units, t@begnized over an estimated weighted averagetamation period of 2.7 years.

Other Income and Expense, Net

Other income and expense, net, was $2.6 millionHeryear ended December 31, 2011 and 2010. Theflalt from the earlier period
was primarily attributable to a slight decreasentarest income on a higher average balance of @qgivalents and investments as compar¢
the same period in 2010.

Provision for Income Taxe

The provision for income taxes for the year endedddnber 31, 2011 was $10.0 million and was comgho$elomestic income tax,
foreign income and withholding taxes as offset ligpabenefit on the impairment of tabeductible goodwill. The provision for income taxee
the year ended December 31, 2010 was $46.1 mdinahwas comprised of domestic income tax and forgigome and withholding taxes. T
decreases in the income tax provision for the gaded December 31, 2011 as compared to the pr@owyere largely attributable to the
reduction in U.S. profits before tax, the benefithee impairment on tax-deductible goodwill, a dease in state taxes as a result of a change i
tax law, and a reduction in losses in jurisdictiémrswhich no benefit can be realized.

Segment Operating Results

We have two reportable segments: Intellectual Rtg@ad DigitalOptics. In addition to these repbteasegments, Tessera Global
Services, Inc., a subsidiary of the Company, previdur operating business segments with a varfetgreices including finance, IT, HR, lec
business development and other administrative sesvirhe Tessera Global Services (formerly refeiress Corporate Overhead) division
includes certain operating amounts that are notaied to the reportable segments because thessingeamounts are not considered in
evaluating the operating performance of our busisegments.

Our President and Chief Executive Officer is alao @hief Operating Decision Maker (“CODM"Additionally, each segment has its ¢
President. At the end of 2011, we reorganized eporting units to align with the vision of our CODBUch as the inclusion of development
and product commercialization efforts related to silent air cooling technology in the DigitalOptisegment instead of the Intellectual
Property segment. Prior year amounts have beestrecaonform to current year presentation.

Our Intellectual Property segment, managed by Tadséellectual Property Corp., generates revenua fnanufacturers and other
implementers that use our technology. The segmehtdes our subsidiaries, Tessera, Inc. and Ingefd®ssera, Inc. pioneered chip-scale
packaging solutions, which it licenses to the semdlictor industry. Invensas develops and acquitesdonnect solutions and intellectual
property in areas such as mobile computing and aamzations, memory and data storage, and 3DIC tdobies.

DOC operates our DigitalOptics business. DOC desagmd manufactures imaging systems for smartphgeesyrating revenue through
product sales and software license fees and regallOC’s expertise in optics, camera modules, MEANE image processing enable it to
deliver products that expand the boundaries of ggphane photography. DOC also offers customized enigtic lenses, which may include
DOEs, ROEs and/or IMOS.

56



Table of Contents

Our reportable segments were determined basedthpananner in which our management views and eteduaur operations. Segment
information below and in Note 16-“Segment and Geographic Informatidmf the Notes to Consolidated Financial Stateménfgesented in
accordance with the authoritative guidance on segneporting.

The following table sets forth our segments’ re\esjoperating expenses and operating income (liosjousands):

Years Ended December 31

2012 2011 2010
Revenues
Intellectual Property Segmel
Royalty and license fee $168,09° $213,41: $264,03(
Past production fee 24,72¢ — —
Product and service revent 66 — —
Total Intellectual Property revenu 192,89:. 213,41. 264,03l
DigitalOptics Segmen
Royalty and license fet 14,42« 23,78¢ 15,59:
Product and service revent 26,707 17,37t 21,77(
Total DigitalOptics revenue 41,13 41,16¢ 37,36
Total revenue: 234,02 254,57t 301,39:
Operating expense
Intellectual Property Segme 97,98¢ 81,49: 57,30:
DigitalOptics Segmer 129,87 138,07: 97,46"
Corporate Overheg 47,02: 46,96¢ 45,80«
Total operating expens 274,88: 266,53: 200,57:
Operating income (loss
Intellectual Property Segme 94,90¢ 131,91¢ 206,72
DigitalOptics Segmer (88,74¢) (96,909 (60,10¢)
Corporate Overhee (47,027 (46,96¢) (45,804
Total operating income (los $(40,867) $(11,959 $100,82:

The revenues and operating income (loss) amourttssisection have been presented on a basis temtsigith GAAP applied at the
segment level. Tessera Global Services expense&hwhive been excluded from the two operating setgaa primarily administration,

human resources, legal, finance, information teldgyg corporate development, procurement activitesl insurance expenses. For the years
ended December 31, 2012 and 2011, Tessera Globat&eexpenses were $47.0 million.

For the year ended December 31, 2011, Tessera I@ebaces expenses were $47.0 million compare&# &8 million for the year end
December 31, 2010. The increase of $1.2 milliomfthe year ended December 31, 2010 was mainlpataidle to increases in personnel
related expenses of $0.9 million and in outsideises of $1.8 million, offset by decreased litigatiexpense of $1.5 million.
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Intellectual Property Segme
Fiscal Year 2012 and 2011

Years Ended
December 31

2012 2011
(in thousands)

Revenues
Intellectual Property segme
Royalty and license fee $168,09° $213,41:
Past production paymer 24,72¢ —
Product and service revent 66 —
Total Intellectual Property revenu 192,89: 213,41.
Operating expense
Cost of revenue 891 2,597
Research, development and other related 32,78: 28,75
Selling, general and administrati 30,06¢ 17,72¢
Litigation expenst 34,24¢ 29,30¢
Restructuring and other char¢ — 3,11
Total operating expens 97,98¢ 81,49:
Total operating incom $ 94,90¢ $131,91¢

Intellectual Property revenues consist primarilymfalties received from our licensees. For the yealed December 31, 2012,
Intellectual Property revenue was $192.9 millioompared to $213.4 million for the year ended Decandi, 2011. The overall decrease of
$20.5 million or 10%, was primarily due to PTI'satieing payments, the expiration of Micron Techr@idnc’s license and lower unit volurr
reported by other customers, partially offset [$24.7 million payment from Spansion Inc. relatedettlement of litigation, a $19.9 million
payment from Amkor ($16.7 million of the paymentsiacorded as royalties and the balance as inieceshe) related to the interim award
the International Court of Arbitration of the Intational Chamber of Commerce and by license analtyopayments of approximately $9.4
million related to audits.

In 2011, we announced workforce reductions anasuce of our Yokohama, Japan development facilitgpant to our ongoing efforts
to optimize our operations. Restructuring and otierrges primarily consisted of severance, cossebto the continuation of employee
benefits and expenses related to the facility closiiat are not expected to be recurring.

Operating expenses for the year ended Decemb@032,were $98.0 million and consisted primarilyefearch and development
expense of $32.8 million, selling, general and adstriative of $30.1 million and $34.2 million irtiation expense. The increase of $16.5
million as compared to $81.5 million for the yeaded December 31, 2011 was primarily attributablart increase in the amortization of
intangible assets of $8.3 million, an increasatigdtion expense of $4.9 million, an increase atemt maintenance expense of $4.0 million an
an increase in consulting fees of $2.5 million. 3encreases were partially offset by a decreastook based compensation expense of $2.1
and no restructuring and other charges in the otymar compared to $3.1 million in 2011.

We expect that litigation expense will continuédbtoa material portion of the Intellectual Propesggment’s operating expenses in future
periods, and may fluctuate significantly in somequs, because of our ongoing legal actions, asribesl in Part I, Iltem 3—-Legal
Proceedings, and because we will become involved in othegdition from time to time in the future in ordereforce and protect our
intellectual property and contract rights.
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Operating income for the years ended December@I2 and 2011 was $94.9 million and $131.9 milli@spectively, which represented
a decrease of $37.0 million, or 28%, for the reassiated above.

Fiscal Year 2011 and 2010

Years Ended
December 31,

2011 2010
Revenues
Intellectual Property segme
Royalty and license fet $213,41. $264,03(
Product and service revent — —
Total Intellectual Property revenu 213,41: 264,03(
Operating expense
Cost of revenue 2,59 41C
Research, development and other related 28,75: 23,95¢
Selling, general and administrati 17,72¢ 12,62
Litigation expenst 29,30¢ 20,31(
Restructuring and other char¢ 3,11: —
Total operating expens 81,49: 57,30
Total operating incom $131,91¢ $206,72¢

In January 2011, we announced that five licenseésrimer licensees were in breach of contract dmdit renew their license agreeme
The impact was a decrease in revenue of approxXiyr®®&.4 million for the year ended December 311 28@s compared to the same period in
2010. Intellectual Property revenues for the yealed December 31, 2011 were $213.4 million as coatp® $264.0 million for the year
ended December 31, 2010, which represented a decoé8$50.6 million, or 19%. The overall decreaseesivenues in the year ended
December 31, 2011 as compared to the same perRillilywas primarily due to the impact of the afoeationed $35.4 million, and a non-
recurring $15.0 million litigation settlement withiTAC recorded in the year ended December 31, 2010.

Operating expenses for the year ended Decemb@031,were $81.5 million and consisted primarilyedearch and development
expense of $28.8 million, selling, general and adstiative expense of $17.7 million and $29.3 moiilin litigation expense. The increase of
$24.2 million as compared to $57.3 million for trear ended December 31, 2010 was primarily at@lietto increases in litigation expense o
$9.0 million, restructuring and other charges ealab the closure of the Yokohama, Japan developfaeitity of $3.1 million, amortization of
intangible asset expense of $2.9 million, persorelated expenses of $2.6 million, patent mainteaaxpenses of $2.6 million, outside
services, including fees related to the renewalusflicense agreements, of $2.5 million, stock-Hasmmpensation expense of $0.9 million and
equipment and materials of $0.4 million.

Operating income for the years ended December@], and 2010 was $131.9 million and $206.7 milli@spectively, which
represented a decrease of $74.8 million, or 36%thfareasons stated above.
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DigitalOptics Segmer
Fiscal Year 2012 and 2011

Years Ended
December 31
2012 2011
(in thousands)

Revenues
DigitalOptics segmer
Royalty and license fee $ 14,42¢ $ 23,78¢
Product and service revent 26,70" 17,37¢
Total DigitalOptics revenue 41,13 41,16¢
Operating expense
Cost of revenue 39,47¢ 20,89¢
Research, development and other related 67,89¢ 47,22¢
Selling, general and administrati 19,97¢ 18,98¢
Restructuring and other char¢ 2,52¢ 1,88¢
Impairment of lon-lived asset: — (569)
Impairment of goodwil — 49,65!
Total operating expens 129,87 138,07:
Total operating los $(88,74¢) $(96,909)

DigitalOptics revenues for the year ended DecerBieP012 were $41.1 million as compared to $41I8anifor the year ended
December 31, 2011, a decrease of $0.1 million.ddwease was due to weaker demand for our Micr@e®ptoducts of $2.1 million and
lower royalty and license fees revenues from owgenenhancement technologies of $8.4 million, bfigehe $13.4 million in revenues
related to operations acquired in the Zhuhai Tretitsa

In January 2011, we announced a reorganizatiomob@italOptics segment to focus on key growth aggnities including EDoF,
Zoom and MEMS-based autofocus. We also announcedution of DigitalOptics employees up to 15% of worldwide employee base. In
November 2012, the Company announced further iesting of its DigitalOptics segment to focus iffoets on its core MEMS came
module business. In connection with this effortgiizilOptics reduced its workforce and is in thegaess of ceasing operations at its facility in
Tel Aviv, Israel. Restructuring and other chargemprily consisted of severance and costs relatdélle continuation of employee benefits tha
are not expected to be recurring.

We recorded an impairment charge of goodwill of $48illion for the year ended December 31, 201 % piimarily to the low market
price of our common stock, which resulted in ourke&capitalization being significantly lower thtre book value of equity for an extended
period of time.

Operating expenses for the year ended Decemb@032, were $129.9 million and consisted of cosestnues of $39.5 million,
research, development and other related costs7o®$6illion, selling, general and administrativgperses of $20.0 million and restructuring
and other charges of $2.5 million. Excluding imp@nt of goodwill, the increase of $41.5 million,4%, in total operating expenses as
compared to $88.4 million for the year ended Decan®i, 2011, consisted of increases which relategsily to the expansion of the
DigitalOptics business, including the Zhuhai acifigis. These increases include equipment, mateaiadssupplies of $17.5 million, personnel
related expenses of $14.3 million and depreciatfoeguipment of $4.8 million.

Operating loss for the years ended December 32 a6d 2011 was $88.7 million and $96.9 million pextively, which represented a
decreased loss of $8.2 million, or 8%, for the oeasstated above.
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We have incurred significant operating losses ftbenDigitalOptics segment. If the anticipated fetuesults of the DigitalOptics segm:
do not materialize as expected, then the relatedwil and intangible assets could be subject tingrairment charge in the future. See Note
2—"Summary of Significant Accounting Policiesf the Notes to Consolidated Financial Statemémtsdditional information.

Fiscal Year 2011 and 2010

Years Ended
December 31,

2011 2010
Revenues
DigitalOptics segmer
Royalty and license fee $ 23,78¢ $ 15,59:
Product and service revent 17,37¢ 21,77(
Total DigitalOptics revenue 41,16¢ 37,36
Operating expense
Cost of revenue 20,89¢ 21,36
Research, development and other related 47,22¢ 50,14(
Selling, general and administrati 18,98¢ 22,45t
Impairment of lon-lived asset: (569) 3,50¢
Restructuring and other char¢ 1,88¢ —
Impairment of goodwil 49,65: —
Total operating expens: 138,07: 97,46
Total operating los $(96,909 $(60,10¢)

DigitalOptics revenues for the year ended DecerBieP011 were $41.2 million as compared to $37 Manifor the year ended
December 31, 2010, an increase of $3.8 milliorl,a8. The increase in DigitalOptics revenues wamarily attributable to higher royalty
revenues from optical image enhancement and embdedddege processing technologies of $7.8 milliofseifby lower sales in our Micro-
optics products of $4.7 million.

In January 2011, we announced a reorganizatiomob@italOptics segment to focus on key growth aggnities including EDoF,
Zoom and MEMS-based autofocus. We also announceduetion of DigitalOptics employees up to 15% of worldwide employee base.
Restructuring and other charges primarily consisteskverance and costs related to the continuafiemployee benefits that are not expectet
to be recurring.

We recorded a goodwill impairment charge of $49iliion for the year ended December 31, 2011, dumanily to the low market price
of our common stock, which resulted in our marlagiitalization being significantly lower than thedbovalue of equity for an extended period
of time. Accordingly, the carrying value of goodwilas zero at December 31, 2011. For the yearsteDdeember 31, 2010 and 2009, no
impairment of goodwill was recorded.

Operating expenses for the year ended Decemb@031,were $138.1 million and consisted of cosestnues of $20.9 million,
research, development and other related costso2$dillion, selling, general and administrativgperses of $19.0 million, restructuring and
other charges of $1.3 million and impairment of dwil of $49.7 million. Excluding impairment of gdwill, the decrease of $9.1 million, or
9%, in total operating expenses as compared tb$illion for the year ended December 31, 2010 isbed primarily of decreases in stock-
based compensation expense of $3.5 million, pesartated expenses of $3.3 million, material co$t81.9 million, depreciation and facility
related expenses of $1.7 million, legal and comsykervices of $1.1 million, as well as an imparmof long-lived assets of $3.5 million in
2010, offset by
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$5.5 million of increased expenses incurred by Béinacquired in May 2010, and restructuring arotharges of $1.9 million.

Operating loss for the years ended December 311, @6d 2010 was $96.9 million and $60.1 million pexgively, which represented an
increased loss of $36.8 million, or 61%, for thasens stated above.

Net Operating Losses and Tax Credit Carryforwards

As of December 31, 2012, we had federal net opeyadtiss carryforwards of approximately $7.6 millamd state net operating loss
carryforwards of approximately $114.2 million. Mastthe federal and state net operating loss camdrds are carried over from the acquirec
entities, Digital Optics Corporation in 2006 anih&iel Corporation in 2010, with a nominal amountg@ated from the current year loss. Tt
operating loss carryforwards, if not utilized, wikkgin to expire on various dates beginning in 2@h8l will continue to expire through 2032
addition, we have research tax credit carryforwafdspproximately $0.6 million for federal purposesich will start to expire in 2013, and
will continue to expire through 2024. As a resitiltt®e January 2013 enactment of the American TaampRelief Act of 2012, which
retroactively restored the federal research taditfer 2012, the research tax credit for 2012ppraximately $1.0 million and will be recorded
in the first quarter of 2013. We also have resetaglcredit carryforwards of approximately $3.7 Il for state purposes and $1.3 million for
foreign purposes, which will never expire. We h&8e5 million of foreign tax credit carryforwards igh will expire beginning in 2022. Under
the provisions of the Internal Revenue Code, sutisiachanges in our or our subsidiariesinership may limit the amount of net operating
and research tax credit carryforwards that cantiiead annually in the future to offset taxableame. We will permanently reinvest the
unremitted earnings of our non-U.S. subsidiarieepkfor our Israeli subsidiary where we have amced our intention to close the Tel Aviv
facility. We have accrued a deferred tax liabibfy$0.3 million for the withholding taxes that wdurise on the distribution of the Israeli
subsidiary’s earnings.

Tax Benefits from Stock Options

The benefits of tax deductions resulting from tkereise and disqualifying dispositions of stockiops and vesting of restricted stock
reduced our income taxes payable for federal aate purposes. The tax benefits from our employaeksiption plan totaled ($5.5) million,
($7.7) million and $0.3 million for the years endedcember 31, 2012, 2011 and 2010, respectively.tdkh benefits for the excess of these ta
deductions over the related stock-based compensatizense recorded will create a benefit to aduilipaid-in capital. Conversely,
cancellations and modifications of stock option agstricted stock result in a reversal of the exlateferred tax assets and a debit to additione
paid-in capital to the extent that excess amouane lbeen previously recorded in additional paidapital, otherwise the debit will be to the
provision for income tax.

Liquidity and Capital Resources
The following table presents cash, cash equivalshtsrt-term and long-term investments (in thousargcept for percentages):

December 31

2012 2011 2010
Cash and cash equivalents $103,80: $ 55,75¢ $ 69,26¢
Shor-term investment 338,80: 436,68 405,73
Total cash, cash equivalents, s-term and lon-term investment $442 ,60:. $492 44! $475,00!
Percentage of total assi 63% 69% 67%
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The following table presents the cash inflows antflows by activity (in thousands):

Years Ended December 31

2012 2011 2010
Net cash provided by operating activit $24,86( $ 79,42¢ $ 106,14t
Net cash provided by (used in) investing activi $32,85: $(100,78¢) $(151,69))
Net cash provided by (used in) financing activi $(9,66¢) $ 7,85¢ $  6,94(

Cash generated from operations is our primary soafdiquidity and capital resources. Our investhyeortfolio is also available for use
in current operations, if required. Cash, cashwaents and investments, the majority of whichleet in the U.S., were $442.6 million at
December 31, 2012, a decrease of $49.8 million f8d482.4 million at December 31, 2011. The net desgef $49.8 million in cash, cash
equivalents and investments from prior year is pritp due to $60.0 million in net purchases of gdp and equipment to build out our MEI
manufacturing capabilities including the Zhuhaiwasgion, $15.6 million in dividend payments and$4nillion for purchases of intangible
assets, offset by cash generated from operatimgties. Cash and cash equivalents were $103.8amilit December 31, 2012, an increase of
$48.0 million from $55.8 million at December 31,120

Cash flows provided by operations were $24.9 nmilfior the year ended December 31, 2012, primariy th net loss of $30.2 million,
adjusted for non-cash items of depreciation andramation of $40.3 million and stock-based comp¢iesaexpense of $17.0 million, offset by
a net decrease in the changes in operating asgbtmhilities of $2.2 million.

Cash flows provided by operations were $79.4 nmilfior the year ended December 31, 2011, primarily tb net loss of $19.3 million,
adjusted for non-cash items of depreciation andramation of $27.4 million, stock-based compengsagxpense of $25.6 million and
impairment of goodwill of $49.7 million, offset kaynet decrease in the changes in operating asgktghilities of $2.0 million.

Cash flows provided by operations were $106.1 amlfor the year ended December 31, 2010, primdrtily to net income of $57.3
million, adjusted for non-cash items of deprecia@md amortization of $26.2 million, stock-basethpensation expense of $28.0 million and
impairment of long-lived assets of $3.5 millionfs&ft by an increase in deferred income taxes & fllion, and a net decrease in the change
in operating assets and liabilities of $3.7 million

Net cash provided by investing activities was $38ilion for the year ended December 31, 2012, priim related to proceeds from
maturities and sales of investments of $359.5 amlind proceeds from the sale of assets of $1I®mibffset by purchases of short-term
investments of $261.8 million, purchases of propartd equipment of $33.4 million, cash used of $2iillion in our acquisition of the Zhuh
Entity and related assets from Flextronics, andlpases of intangible assets of $4.9 million.

Net cash used in investing activities was $100.8amifor the year ended December 31, 2011, prilpaelated to purchases of shoerm
investments of $353.1 million, purchases of inthlgassets of $66.7 million, and purchases of ptg@ad equipment of $5.9 million, offset
by proceeds from maturities and sales of investmen$322.7 million and proceeds from the salesskss of $2.2 million.

Net cash used in investing activities was $151[faniin the year ended December 31, 2010, primaslated to purchases of short-term
investments of $487.9 million, net consideratioiddar the acquisition of Siimpel of $15.0 milliopurchases of property and equipment of
$9.8 million and purchases of intangible asset26f.1 million, offset by proceeds from maturitieglaales of investments of $379.4 million
and proceeds from the sale of equipment of $1.liomil

The primary objectives of our investment activitéee to preserve principal and to maintain ligyidihile at the same time capturing a
market rate of return. To achieve these objectmesmaintain a diversified portfolio of debt set¢ies including municipal bonds and notes,
corporate bonds and notes, commercial paper,
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treasury and agency notes and bills, certificateeposit and money market funds. We invest excask predominantly in high-quality
investment grade debt securities with less thany®ars to maturity. Our marketable securities fassified as available-for-sale and are
reported at fair value, with unrealized gains agbés, net of tax, recorded in accumulated otheposhensive income (loss). The fair values
for our securities are determined based on quotaltehprices as of the valuation date and obsesvatites for similar assets. For the year
ended December 31, 2012, 2011 and 2010, no impaircmarges were recorded.

We evaluate our investments periodically for pdssither-than-temporary impairment and review fexguch as the length of time and
extent to which fair value has been below costdydlse financial condition of the issuer, our intenhold and whether we will not be required
to sell the security before its anticipated recgyen a more likely than not basis. If declineshia fair value of the investments are determinec
to be other-than-temporary, we report the credis jportion of such decline in other income and egpenet, and the remaining noncredit loss
portion in accumulated other comprehensive income.

In August 2007, our Board of Directors authorizgulan to repurchase up to a maximum total of $1@dillon of our outstanding shares
of common stock dependent on market conditionsespiace and other factors. No expiration has ksgatified for this plan. Repurchases t
take place in the open market or through privatedactions. As of December 31, 2012, we have rbpsed a total of 645,000 shares of
common stock at a total cost of $10.5 million unikés plan at an average price of $16.26. As ofdbawer 31, 2012, the total amount available
for repurchase was $89.5 million. We may contimmexecute authorized repurchases from time to tintker the plan.

Net cash used by financing activities was $9.7iomilin the year ended December 31, 2012, due idetids paid of $15.6 million and 1
withholding of common stock by the Company to cabertax liability upon the vesting of restrictédak awards and units in the amount of
$0.1 million, offset by the issuance of common ktopon the exercise of employee stock options amdhases of common stock under our
employee stock purchase plans of $6.1 million.

Net cash from financing activities was $7.9 millifmn the year ended December 31, 2011 due to shiaise of common stock under our
employee stock option programs and employee stookhpse plans.

Net cash provided by financing activities was $&iBion in the year ended December 31, 2010, dubédssuance of common stock
upon the exercise of employee stock options andhases of common stock under our employee stoadhpse plans of $6.4 million and
excess tax benefits from stock-based compensatipense of $0.5 million.

We believe that based on current levels of oparatand anticipated growth, our cash from operatitmggether with cash, cash
equivalents and short-term investments currentiflable, will be sufficient to fund our operatiorticipated growth and acquisition funding
needs for at least the next twelve months. Poanfiial results, unanticipated expenses, unantaipatquisitions of technologies or businesse
or unanticipated strategic investments could gise to additional financing requirements soonen tiva expect. There can be no assurance
equity or debt financing will be available when dee or, if available, that such financing will be terms satisfactory to us and not dilutive to
our then-current stockholders.

Contractual Cash Obligations

Payments Due by Perioc

Less thar
Total 1 Year 1-3 Years 4-5 Years Thereafter
(In thousands)
Operating lease obligatiol $14,68: $ 4,841 $ 8,39 $ 1,20¢ $ 24C
Purchase obligatior 1,33t 1,33t — — —
Total $16,01¢ $6,17¢ $ 8,39 $ 1,20¢ $ 24C
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The amounts reflected in the table above for olitiga represent aggregate future minimum lease patgrunder noancellable facility
and equipment operating leases. In addition, we lagveements containing non-cancelable, nonreflagalyment terms with third parties to
purchase services. For our facility leases, reperge charged to operations differs from rent pamhuse of scheduled rent increases. Rent
expense is calculated by amortizing total rentghpents on a straight-line basis over the lease.term

We have recognized approximately $5.2 million ie Hability for unrecognized tax benefits (includadother long-term liabilities on our
Consolidated Balance Sheet), including accruedesteand penalties. It is reasonably possiblethetcognized tax benefits may decrease by
$2.3 million to $2.4 million during 2013 due to thepected lapse of a statute of limitations retatmfederal research tax credits, foreign tax
incentives and the conclusion of a foreign tax eration. At this time, we are unable to reasonasiymate the timing of the long-term
payments or the amount by which the liability vini€rease or decrease over time. As a result, theuat is not included in the table above.

See Note 15—Commitments and Contingenciésf the Notes to Consolidated Financial Statemémtsdditional detail.

Off-Balance Sheet Arrangements and Related Party Bnsactions
As of December 31, 2012, we did not have any offifize sheet arrangements as defined in Item 3@3(&)of SEC Regulation S-K.

Since 2008, we have engaged 3LP Advisors LLC (“3ltB’assist with the identification and acquisitidrpatents. A managing partnel
3LP, Mr. Kevin G. Rivette, is a member of our Boafdirectors and has a non-majority ownershipriggein 3LP. For the years ended
December 31, 2012 and 2011, we recognized operatipgnse of $2.3 million and $3.1 million, respesly, related to these engagements. At
December 31, 2012 and 2011, accounts payable eatarecto 3LP was $0.2 million and $2.0 million pestively.

We provide indemnification of varying scope to aértcustomers against claims of intellectual propiefringement made by third
parties arising from the use of our technologirsadcordance with authoritative guidance for actiogrfor guarantees, as interpreted by the
authoritative guidance for guarantor’s accounting disclosure requirements for guarantees, inctuitidirect guarantees of indebtedness of
others, we evaluate estimated losses for such inifieation. We consider such factors as the degfg@obability of an unfavorable outcome
and the ability to make a reasonable estimateeofithount of loss. To date, no such claims have fileeragainst us and, as a result, no
liability has been recorded in our financial sta¢ens.

Critical Accounting Policies and Estimates

Management's discussion and analysis of our firdrogindition and results of operations are basech @ur consolidated financial
statements. These financial statements have bepangd in conformity with generally accepted actiogrprinciples (“GAAP”) in the United
States which requires us to make estimates andrjedts that affect the reported amounts of assakilities, revenues and expenses, and
related disclosure of contingent assets and li#sli By their nature, these estimates and judgsrenet subject to an inherent degree of
uncertainty. We evaluate our estimates based ohistarical experience and various other assumstibat are believed to be reasonable u
the circumstances. These estimates relate to rewegognition, the assessment of recoverabilityoofdwill and intangible assets, the
assessment of useful lives and recoverability nofjiiived assets, the valuation and recognitiont@flsbased compensation expense, the
valuation of investments, recognition and measurgrobdeferred income tax assets and liabilitibe,dssessment of unrecognized tax ben
and others. Actual results could differ from theséimates, and material effects on our operatiaglt®and financial position may result. See
Note z— “Summary of Significant Accounting Policieésf the Notes to Consolidated Financial Statemémts full description of our
accounting policies.
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Revenue Recognitic

Our revenues are generated from royalty and liceres past production payments, and product awitsgevenues. Royalty and lice
fees include revenues from license fees and regadfenerated from licensing certain rights to useiechnologies or intellectual property. Pas
production payment revenues are royalty paymemtghéouse of our intellectual property and whergnpents are made as part of a settlement
of a patent infringement dispute from previous cetised parties. License fees are generally recedjaizthe time the license agreement is
executed by both parties. In some instances, #oopaf the license fee is deferred for services/gled which amount is the estimated fair vi
of the services, which is based on the price wegehtor similar services when they are sold sepfraRoyalties under our royalty-based
technology licenses are generally based on eithievalumes shipped on products using our technolirga percent of the net sales price.
Licensees generally report shipment informationd360 days after the end of the quarter in whiathsactivity takes place. Since there is no
reliable basis on which we can estimate our roy@ienues prior to obtaining these reports fromitemsees, we recognize royalty revenues
on a one-quarter lag. We record marketing incergrogram and consulting service paid to our custsras reductions to revenue. Such
reductions to revenue are estimated based on aerwhEactors including our assumptions relatethtovalue of the benefits derived from
these arrangements.

Product revenues are generated principally fromssal micro-optic products, which include the difftive optical lens elements sold
principally to the semiconductor photolithographgustry, as well as other specialized optical elgmeold for telecommunications and
photonic applications. Service revenues principatlgsist of engineering, assembly, design andstrirature services, provided primarily to
our licensees to shorten their development effiodttame to market. Revenues from services are rézed utilizing the completed contract
method of accounting.

The timing of revenue recognition and the amourres€nue actually recognized for each type of raesrdepends upon a variety of
factors including the specific terms of each areangnt, our ability to derive fair value of the elarhand the nature of our deliverables and
obligations. Determination of the appropriate ant@firevenue recognized involves judgments andnedés that we believe are reasonable,
but actual results may differ from our estimates.

Valuation of goodwill and intangible assets

We make judgments about the recoverability of paseld finite-lived intangible assets whenever eventhanges in circumstances
indicate that an impairment may exist. If suchdatd circumstances exist, we assess recoverahjlitpmparing the projected undiscounted
net cash flows associated with the related assgtoorp of assets over their remaining lives agdhmsit respective carrying amounts.
Impairments, if any, are based on the excess afdmying amount over the fair value of those asdéthe useful life is shorter than originally
estimated, we accelerate the rate of amortizatiohaanortize the remaining carrying value over tee shorter useful life. Such change could
result in impairment charges in future periods,chtéould have a significant impact on our operatagylts and financial condition.

We perform an annual review of the valuation ofdwitl each year, or more often if indicators of iament exist. Triggering events for
impairment reviews may be indicators such as aéviedustry or economic trends, restructuring agjdéower projections of profitability, or a
sustained decline in our market capitalization.|l&athons of possible impairment and, if applicalaldjustments to carrying values require us t
estimate, among other factors, future cash flowsful lives, and fair market values of our repatimits and assets. When we conduct our
evaluation of goodwill, the fair value of goodwisl assessed using valuation techniques that resjginificant management estimates and
judgment. Should conditions be different from maragn’'s last assessment, significant impairments of galbdhay be required, which
would adversely affect our operating results.
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In 2011, we recorded an impairment charge of gobb@#$49.7 million due primarily to the low markptice of our common stock,
which resulted in our market capitalization beimgn#icantly lower than the book value of equityr fan extended period of time. Refer to Note
8— “Goodwill and Identified Intangible Assetf the Notes to Consolidated Financial Statemémtadditional details.

Property, plant and equipme

We assess property, plant and equipment for imgaitiwhen events or changes in circumstances irdibat the carrying value of the
assets or the asset grouping may not be recovefaators that we consider in deciding when togrerfan impairment review include
significant under-performance of a business or peotine in relation to expectations, significaeigative industry or economic trends, and
significant changes or planned changes in our fifee@ssets. We measure the recoverability otafisat will continue to be used in our
operations by comparing the carrying value of thgeigrouping to our estimate of the related fotake undiscounted net cash flows. If an
asset grouping’s carrying value is not recover#inleugh the related undiscounted cash flows, teetagouping is considered to be impaired.
The impairment is measured by comparing the diffeeebetween the asset grouping’s carrying valudtaridir value. Property, plant and
equipment is considered a non-financial asset sinecorded at fair value only if an impairment ¢feais recognized.

Impairments are determined for groups of asseasa@lto the lowest level of identifiable independsash flows. When we determine t
the useful lives of assets are shorter than ofiilgieatimated, we accelerate the rate of deprexmiativer the assets’ new, shorter useful lives.

Stock-based compensation expense

Calculating stock-based compensation expense egthie input of highly subjective assumptions,udgig the expected life of the
stock-based awards, stock price volatility, dividemand the pre-vesting option forfeiture rate. \Mingate the expected life of options granted
based on historical exercise patterns, which wiebelare representative of future behavior. Warest the volatility of our common stock on
the date of grant based on a market-based histonkaility. The assumptions used in calculatihg fair value of stockased awards repres
our best estimates, but these estimates invoherémt uncertainties and the application of managéimdgment. As a result, if factors change
and we use different assumptions, our stock-basetbensation expense could be materially diffenerihé future. In addition, we are required
to estimate the expected forfeiture rate and oetpgnize expense for those shares expected toMeststimate the forfeiture rate based on
historical experience of our stock-based awardsdieagranted, exercised and cancelled. If ourahétufeiture rate is materially different from
our estimate, stock-based compensation expenseé beudignificantly different from what we have reged in the current period. See Note
11—"“Stock-Based Compensation Expefigd the Notes to Consolidated Financial Statemémtsdditional detail.

Valuation of investments

Our investments consist primarily of municipal berahd notes, corporate bonds and notes, commpegal, treasury and agency notes
and bills, certificates of deposit and money mafiatls. We invest excess cash predominantly in-higddity investment grade marketable
securities with less than two years to maturityr @arketable securities are classified as avai#dilsale and are reported at fair value, with
unrealized gains and losses, net of tax, recomledéumulated other comprehensive income (losg)lizeel gains and losses, unrealized losse
and declines in value determined to be other-tkeampbrary, if any, on available-for-sale securities generally reported in other income and
expense, net. The fair values for our securitieddatermined based on quoted market prices a® ofalnation date, observable prices for
similar assets and, in the event that observalidegfor similar assets are not available, extéymabvided pricing models, discounted cash
flow methodologies or other similar techniques. Tegermination of fair value when quoted marketgsiare not available requires significant
judgment and estimation. In addition, we evaluhteibvestment

67



Table of Contents

periodically for possible other-than-temporary ifnpeent and review factors such as the length oétimd extent to which fair value has been
below cost basis, the financial condition of theuir, our intent to hold and whether we will notréguired to sell the security before its
anticipated recovery, on a more-likely-than-noti®as$ any of these conditions and estimates chamdjee future, or, if different estimates are
used, the fair value of the investments may chaig@ficantly and may result in other-than-tempgrdecline in value which could have an
adverse impact on our results of operations.

Accounting for income tax

We must make certain estimates and judgments @rméeting income tax expense for financial statenpemposes. These estimates and
judgments occur in the calculation of tax credas, benefits and deductions, and in the calculatfclax assets and liabilities. Significe
changes to these estimates may result in an iremgadecrease to our tax provision in a subsequesitd.

We must assess the likelihood that we will be &bleecover our deferred tax assets. If recovenptdikely on a more-likely-than-not
basis, we must increase our provision for incomeday recording a valuation allowance againstdafierred tax assets. Should there be a
change in our ability to recover our deferred tsgeds, our provision for income taxes would flut#ua the period of the change.

In addition, the calculation of our tax liabiliti@svolves dealing with uncertainties in the apgdiica of complex tax regulations. We
recognize liabilities for anticipated tax audituss in the U.S. and other tax jurisdictions basedwr estimate of whether, and the extent to
which, additional tax payments are probable. Ifulienately determine that payment of these amoisnimnecessary, we reverse the liability
and recognize a tax benefit during the period iictvive determine that the liability is no longecassary. This may occur for a variety of
reasons, such as the expiration of the statutienitbtions on a particular tax return or the contiple of an examination by the relevant tax
authority. We record an additional charge in owvsion for taxes in the period in which we deterenthat the recorded tax liability is less t
the expected ultimate assessment.

We account for uncertain tax positions in accordanith authoritative guidance related to income=taxt he application of income tax
law is inherently complex. Laws and regulationshiis area are voluminous, frequently changing aedéen ambiguous. As such, we are
required to make many subjective assumptions afghjents regarding our income tax exposures. Iregpons of and guidance surrounding
income tax laws and regulations are subject to ghaver time. As such, changes in our assumptiodguaigments can materially affect
amounts recognized in the consolidated balanceshed statements of operations.

Our policy is to classify accrued interest and [gsarelated to the accrued liability for unrecompd tax benefits in the provision for
income taxes. For the years ended December 31,&@12011, we did not recognize any significantaitées or interest related to
unrecognized tax benefits. See Note 14reome Taxes of the Notes to Consolidated Financial Statemémtsdditional detail.

Recent accounting pronounceme

See Note 3—Recent Accounting Pronouncemeiitsf the Notes to Consolidated Financial Statemémts full description of recent
accounting pronouncements including the respeetwected dates of adoption.

ltem 7A.  Quantitative and Qualitative Disclosures About MagkRisk

The primary objectives of our investment activitéae to preserve principal and maintain liquidityil at the same time capturing a
market rate of return. To achieve these objectimesiaintain our portfolio of cash, cash equivaeand investments in a variety of securities,
which are subject to risks including:
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Interest Rate Ris

The risk associated with fluctuating interest rasegenerally limited to our investment portfolle invest in marketable securities,
consisting primarily of municipal bonds and notas;porate bonds and notes, commercial paper, tneasd agency notes and bills, certific:
of deposit and money market funds, which had avidine of $395.6 million at December 31, 2012. &xposure to interest rate risks is not
significant due to the short average maturity affealdings, which is less than a year. A hypotlatids (100 basis-point) increase in period
end interest rates along the yield curve would haselted in a $1.7 million decrease in the falugaof our investment positions at
December 31, 2012. Conversely, a 1% (100 basisjpbétrease in interest rates would have resuft@d$853,000 increase in the fair value of
our investment portfolio. These estimates refledy ¢the direct impact of a change in interest rated actual results may differ from these
estimates.

Investment Ris

We are exposed to market risk as it relates togdsmin the market value of our investments in &oidito the liquidity and credit
worthiness of the underlying issuers of our invesita. Our investments are subject to fluctuatiorfair value due to the volatility of the cre
markets and prevailing interest rates for suchmsest Our marketable securities, consisting prilmaf municipal bonds and notes, corporate
bonds and notes, commercial paper, treasury amtagmtes and bills, certificates of deposit ancheyomarket funds, are classified as
available-for-sale or trading securities with faiues of $395.6 million and $461.9 million as add@mber 31, 2012 and 2011, respectively.
Unrealized gains, net of tax, on these investmanBecember 31, 2012 were approximately $95,000paared to unrealized gains of
approximately $24,000 at December 31, 2011. Weaddold any derivative, derivative commodity instrents or other similar financial
instruments in our portfolio.

Bank Liquidity Risl

As of December 31, 2012, we have approximatelyG#illion in operating accounts that are held vdtimestic and international
financial institutions. A majority of these balascare held with domestic financial institutions. W#twe monitor daily cash balances in our
operating accounts, hold the majority of our opagatunds in government insured accounts and atlestash balances held in operating
accounts as appropriate, these cash balanceslmilddt or become inaccessible if the underlyingricial institutions fail or if they are unable
to meet the liquidity requirements of their depaisitand they are not supported by the governmettvithstanding, we have not incurred any
losses and have had full access to our operaticguats to date. We believe any failures of domesiit international financial institutions
could impact our ability to fund our operationglie short term.

Foreign Currency Exchange Rate R

Our international sales are typically made in Wld8lars and are generally not subjected to foreigmency exchange rate risk. However,
certain of our operating expenses for our inteamati operations are in local currencies, primdrilfaiwan dollars, RMB and Euros.
Consequently, our results of operations are subjeftireign exchange rate fluctuations. Notwithdiag, gains and losses from such
fluctuations have not historically been significeambur consolidated results. We do not currendigide against foreign currency rate
fluctuations. We do not believe that a 10% chamderieign currency exchange rates against the dblfar would have a significant impact on
our results of operations and cash flows.

Item 8. Financial Statements and Supplementary De

Our consolidated balance sheets as of Decemb&032,and 2011, and the related consolidated statsméoperations, stockholders’
equity (deficit), comprehensive income (loss) aadicflows for each of the years in the thyeer period ended December 31, 2012 are set
in this Annual Report on Form 10-K at Item 15(a)(1)

69



Table of Contents

SELECTED QUARTERLY FINANCIAL INFORMATION (UNAUDITED )

The following table presents our unaudited quartasults of operations for the eight quartersmperiods ended December 31, 2012
and 2011. You should read the following table injoaction with the consolidated financial statenseartd related notes contained elsewhe
this annual report. We have prepared the unaudifedmation on the same basis as our audited cimtaet financial statements. This table
includes all adjustments, consisting only of norneglurring adjustments, that we consider necedsaffir statement of our financial position
and operating results for the quarters presentpdraling results for any quarter are not necegsadicative of results for any future quarters
or for a full year. We employ a calendar month-egpbrting period for our quarterly reporting.

Three Months Ended

Mar 31, Jun 30, Sep 30, Dec 31, Mar 31, Jun 30, Sep 30. Dec 31,
2011(1) 2011 2011(2)(3) 2011 2012 2012 2012 2012(4)
(in thousands, except per share amount:
Revenues
Royalty and license fee $62,25¢ $65,40: $ 55,27. $54,27( $43,26¢ $58,18¢ $60,11: $ 20,95¢
Past production paymer — — — — — — 79 24,65(
Product and service revent 5,51¢ 5,32¢ 4,071 2,461 3,40¢ 3,23¢ 12,49: 7,62¢
Total Revenue 67,77! 70,73( 59,34 56,73: 46,67 61,42¢ 72,69( 53,23¢
Operating expense
Cost of revenue 5,517 5,361 5,594 7,02¢ 5,76( 5,59 16,74¢ 12,26:
Research, development and other
related cost 18,61 18,78t 18,69( 19,88t 23,44¢ 24.87( 24,61! 27,75:
Selling, general and administrati 19,46 22,77¢ 20,43: 20,70° 24,611 24,43 24,01( 24,23
Litigation expenst 5,99¢ 7,20¢ 9,05¢ 7,091 3,49 6,72¢ 9,68¢ 14,11
Restructuring and other char¢ 2,05¢ — 2,93¢ 252 — — — 2,52¢
Impairment of lon-lived asset: — — — (569 — — — —
Impairment of goodwil — — 49,65: — — — — —
Total operating expens 51,64« 54,12¢ 106,36t 54,39! 57,30¢ 61,62¢ 75,06: 80,88¢
Operating income (los! 16,12¢ 16,60: (47,029 2,33¢ (10,63%) (209 (2,377) (27,65()
Other income and expense, 60¢ 72€ 69C 61¢ 66€ 987 3,72¢ 492
Income (loss) before tax 16,737 17,327 (46,339 2,95¢ (9,967) 783 1,35 (27,15%)
Provision for (benefit from) income tax 5,52¢ 5,741 (1,599 317 (1,879 1,192 2,46¢ (6,542)
Net income (loss $11,21:  $1158¢ $(44,736 $ 2,63¢ $(8,08) $ (409 $(1,117) $(20,61¢)

Net income (loss) per common shareb: ¢ 022 $ 02: $ (087) $ 00t $ (0.1 $ (0.0) $ (0.02) $ (0.39
Net income (loss) per common st-diluted $ 022 $ 02: $ (087 $ 00t ¢ (0.16¢) $ (0.0) $ (0.02 $ (0.39

Cash dividends declared per sh $ — $ — $ — $ — $ — $ 01C $ 01C $ 0.1
Weighted average number of shares use
per share calculatio-basic 50,82 51,10¢ 51,36¢ 51,51° 51,73¢ 51,88: 52,09: 52,22¢
Weighted average number of shares used in
per share calculatio-diluted 51,26" 51,44 51,36¢ 51,67¢ 52,067 51,88: 52,09: 52,22¢
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1

In January 2011, the Company announced a reordgmmizz its DigitalOptics segment to focus on kepwth opportunities including
EDoF, Zoom and MEMS-based autofocus and a reduofi@igitalOptics employees by up to 15% of the ldaide employee base
along with certain headquarters support functiéssa result, we recognized a restructuring chafg2d. million, primarily consisting ¢
severance and costs related to the continuaticertdin employee benefil

In August 2011, the Company announced a commithoembdertake a workforce reduction at our Yokohada@an development facility
and to close that facility in order to optimize ayerations. As a result, we recognized a restringfucharge of $2.9 million, primarily
consisting of severance, costs related to the moation of certain employee benefits, and experedated to the closure of facilit

In the third quarter of 2011, the Company record&49.7 million charge for the impairment of gooltiduie primarily to the low market
price of our common stock, which resulted in ourke&capitalization being significantly lower thtre book value of equity for an
extended period of timi

In November 2012, the Company announced that itfegls its efforts on its core MEMS camera modulsiness. In connection with
this effort, the Company reduced its workforce ailticease operations at its facility in Tel Avilgrael. In connection with these actions,
the Company recognized a restructuring charge & &@lion, primarily consisting of severance, cogtlated to the continuation of
certain employee benefits, and expenses relatdebtclosure of facility
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Other Supplementary Data

The following table presents our quarterly unawtliten-GAAP financial measures for the eight quarierthe periods ended
December 31, 2012 and 2011. The non-GAAP finamogdsures adjust for either one-time or ongoing cash acquired intangibles
amortization charges, acquired in-process researdidevelopment, all forms of stock-based comp@msakpense, impairment of goodwill
and long-lived assets and related tax effectsefforementioned adjustments. The tax effectseoffbrementioned adjustments are calculate
by multiplying the estimated available deductiondach adjustment by the statutory taxable rate itheffect. The non-GAAP financial
measures also exclude the effects of FASB Accogr8itandards Codification Topic 718 — Stock Compgémsaipon the number of diluted
shares used in calculating non-GAAP earnings paresiWe believe that the non-GAAP measures ustdsmeport provide investors with
important perspectives into our ongoing busines®paance. Our management uses these non-GAAPdi@ameasures when evaluating our
operating performance. The non-GAAP financial measdisclosed by the Company should not be coresideisubstitute for, or superior to,
financial measures calculated in accordance witlABAand the financial results calculated in accocgawith GAAP and reconciliations to
those financial statements should be carefullyieateld. The non-GAAP financial measures used b tirapany may be calculated differently
from, and therefore may not be comparable to, aifyitited measures used by other companies.

Three Months Ended

Mar 31, Jun 30, Sep 30, Dec 31. Mar 31, Jun 30, Sep 30 Dec 31,
2011 2011 2011 2011 2012 2012 2012 2012
(in thousands, except per share amount:
GAAP net income (loss $ 11,210 $11,58¢ $(44,73) $ 2,63¢ $(8,08) $ (409 $ (1,117  $(20,61¢
Adjustments to GAAP net income (los
Stocl-based compensation exper
Cost of revenue 14¢ 12¢ 67 11¢ 15C 24¢ 10€ 137
Research, development and other related 2,44¢ 2,40¢ 1,69« 1,68¢ 1,71z 1,952 1,32¢ 1,46¢
Selling, general and administrati 3,47¢ 6,29( 3,59¢ 3,51¢ 2,19¢ 3,01: 2,54¢ 2,18¢
Amortization of acquired intangible
Cost of revenue 1,707 1,707 1,702 1,702 2,01¢ 2,01t 1,86( 1,782
Research, development and other related 752 74C 872 1,45t 1,35 1,35:% 1,34¢ 1,35¢
Selling, general and administrati 1,632 1,69¢ 1,73¢ 1,61¢ 3,004 2,97¢ 2,98¢ 3,02
Impairment of lon-lived asset: — — — (569) — — — —
Impairment of goodwil — — 49,65! — — — — —
Tax adjustments for n-GAAP items (2,360) (3,196 (3,94) (2,519 (2,559 (2,925 (2,569 (3,079)
Non-GAAP net income (loss $ 19,00¢ $21,36: $ 10,64( $ 9,651 $ (21¢f) $ 8,22t $ 6,497 $(13,749
Non-GAAP net income (loss) per common sl—diluted $ 0.3¢€ $ 041 $ 0.2 $ 0.1¢ $ — $ 0.1€ $ 0.12 $  (0.26)
Weighted average number of shares used in per shbndatiol-diluted* 52,54¢ 52,52 52,59( 52,70¢ 53,090 52,897 53,02¢ 53,26.

* Non-GAAP diluted shares are based on the GAAP dilutedesadjusted for sto-based compensation expense and tax e

Item 9. Changes in and Disagreements With Accountants orcdunting and Financial Disclosure

Not applicable.

Item 9A. Controls and Procedure

Attached as exhibits to this Form 10-K are cetdifions of Tessera Technologies, Inc.’s Chief Exgeudfficer and Chief Financial
Officer, which are required in accordance with RU8a-14 of the Exchange Act. This “Controls andcBdures” section includes information
concerning the controls and controls evaluatioarrefl to in the certifications and it should bedrécaconjunction with the certifications, for a
more complete understanding of the topics presented
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Evaluation of Controls and Procedures

Tessera Technologies, Inc. maintains disclosuréraisrand procedures that are designed to ensaténfiormation required to be
disclosed in our reports filed pursuant to the Exae Act is recorded, processed, summarized awdtegpwithin the time periods specified in
the SEC'’s rules and forms and that such informasaccumulated and communicated to our managennehiding our Chief Executive
Officer and Chief Financial Officer, as appropriateallow for timely decisions regarding requirmdidclosure. In designing and evaluating the
disclosure controls and procedures, managemengmexs that any controls and procedures, no madterwell designed and operated, can
provide only reasonable assurance of achievinglésged control objectives, and management is reduo apply its judgment in evaluating
the cost-benefit relationship of possible conteoid procedures.

Under the supervision and with the participatiomof management, including our principal executffecer and principal financial
officer, we conducted an evaluation of the effemtiess of the design and operation of our disclosomé&ols and procedures, as defined in
Rules 13a-15(e) and 15d-15(e) under the Exchangas\ef the end of the period covered by this reftbe evaluation date). Based on this
evaluation, our principal executive officer andngipal financial officer concluded as of the evéiloia date that our disclosure controls and
procedures were effective to provide reasonablgrasse that the information relating to Tesserahfelogies, Inc., including our consolidai
subsidiaries, required to be disclosed in our S&nts (i) is recorded, processed, summarized gpatrted within the time periods specified in
SEC rules and forms, and (ii) is accumulated amdroanicated to Tessera Technologies Inc.’s manageiinetuding our principal executive
officer and principal financial officer, as apprigte, to allow timely decisions regarding requidisclosure.

Change in Internal Control over Financial Reporting

There has been no change in Tessera Technologe's, internal control over financial reporting,defined in Exchange Act Rules 13a-
15(f) and 15d-15(f), during Tessera Technologies,’$ most recent quarter that has materially &g cor is reasonably likely to materially
affect, Tessera Technologies, Inc.’s internal airdver financial reporting.

Management’s Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting for Tessera
Technologies, Inc. Our internal control over finhceporting is a process designed to provideaealsle assurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanteWs. generally accepted accounting
principles. Tessera Technologies, Inc.’s intermaitml over financial reporting includes those piglg and procedures that (i) pertain to the
maintenance of records that, in reasonable detlrately and fairly reflect the transactions disghositions of the assets of Tessera
Technologies, Inc.; (ii) provide reasonable asstgahat transactions are recorded as necessaeyrotpreparation of financial statements in
accordance with generally accepted accounting iptes; and that receipts and expenditures of TasBechnologies, Inc. are being made only
in accordance with authorizations of managementdinedtors of Tessera Technologies, Inc.; andgiigvide reasonable assurance regarding
prevention or timely detection of unauthorized asitjon, use, or disposition of Tessera Technolsgiec.’s assets that could have a material
effect on the financial statements.

Tessera Technologies, Inc.’s management assesseffdlativeness of our internal control over finahceporting as of December 31,
2012, utilizing the criteria set forth by the Contte of Sponsoring Organizations of the Treadwam@asion (COSO) in Internal Control-
Integrated Framework. Based on the assessmentdsemfeTechnologies, Inc.’s management, we detedntitad Tessera Technologies, Inc.’s
internal control over financial reporting was etfee as of December 31, 2012. We have excluded@¥@ptics Corporation Technology
Zhuhai Co., Ltd (formally known as Vista Point Blenic Technologies (Zhuhai) Co., Ltd.) from
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our assessment of internet control over finan@pbrting as of December 31, 2012 because it wasirechjin a purchase business combination
during 2012. DigitalOptics Corporation Technologyuhai Co., Ltd is a wholly-owned subsidiary whostaltassets and total revenues
represent 4% and 0%, respectively, of the relabedalidated financial statement amounts as of anthé year ended December 31, 2012. Th
effectiveness of Tessera Technologies, Inc.’s liratlecontrol over financial reporting as of DecemBg&y 2012 has been audited by

PricewaterhouseCoopers LLP, Tessera Technologiess independent registered public accounting famstated in their attestation report
which appears on page F-1 of this Annual Repofanmm 10-K.

ltem 9B.  Other Information
Not applicable.
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PART Il

Item 10.  Directors, Executive Officers and Corporate Goverre

The information required by this Item 10 is her@igorporated by reference from the information urttle captions “Executive
Officers,” “Election of Directors” and “Section 1&)Beneficial Ownership Reporting Compliance” thvdt be contained in the Proxy
Statement for our 2013 Annual Meeting of Stockhmddéhe “Proxy Statement”).

We have adopted a written code of business coradutethics that applies to our principal executifficer, principal financial officer,
principal accounting officer or controller, or pens serving similar functions. The text of our cafl®usiness conduct and ethics has been
posted on our website at http://www.tessera.com.

ltem 11.  Executive Compensatio

The information required by this Iltem 11 is incogted by reference from the information under thgtions “Election of Directors,”
“Compensation Discussion and Analysis,” “Compermsatf Executive Officers” and “Compensation ComegtReport” that will be contained
in the Proxy Statement.

Item 12.  Security Ownership of Certain Beneficial Owners alanagement and Related Stockholder Mattt

The information required by this Iltem 12 is incagted by reference from the information under thgtions “Equity Compensation Plan
Information” and “Security Ownership of Certain Bdicial Owners and Management” that will be congaliin the Proxy Statement.

ltem 13.  Certain Relationships and Related Transactions, adaector Independence

The information required by this Item 13 is incorgted by reference from the information under thgtions “Certain Relationships and
Related Transactions” and “Election of Directofisdttwill be contained in the Proxy Statement.

Item 14.  Principal Accountant Fees and Servict

The information required by this Item 14 is incogted by reference from the information under tagtion “Ratification of Auditors”
that will be contained in the Proxy Statement.
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PART IV
Item 15.  Exhibits and Financial Statement Scheduls
(a) Documents filed as part of this report:
Page
Number
(1) Financial Statement: -
Report of Independent Registered Public AccourfEinm F-1
Consolidated Balance She F-3
Consolidated Statements of Operati F-4
Consolidated Statements of Comprehensive Incomss{ F-5
Consolidated Statements of Stockhol’ Equity F-6
Consolidated Statements of Cash Flc F-7
Notes to Consolidated Financial Statem F-8
(2) Financial Statement Schedules
Valuation and Qualifying Accoun S-1

(3) Exhibits*

* The exhibits listed on the accompanying inderxhibits in Item 15(b) below are filed as partafhereby incorporated by reference into,
this Annual Repori
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(1) Financial Statements
Report of Independent Registered Public Accountingrirm

To the Board of Directors and Stockholders
of Tessera Technologies, Inc.

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15{(g)¢&sent fairly, in all material
respects, the financial position of Tessera Tedwie$, Inc and its subsidiaries at December 312 20t 2011, and the results of their
operations and their cash flows for each of thedlyears in the period ended December 31, 201@nifoiamity with accounting principles
generally accepted in the United States of Ametitaddition, in our opinion, the financial statamhechedule listed in the index appearing
under Item 15(a)(2) presents fairly, in all mater@spects, the information set forth therein whesad in conjunction with the related
consolidated financial statements. Also in our apinthe Company maintained, in all material respezffective internal control over financial
reporting as of December 31, 2012, based on aitgsiablished itnternal Control—Integrated Frameworksued by the Committee of
Sponsoring Organizations of the Treadway CommisffdSO). The Company’s management is responsiblinése financial statements and
financial statement schedule, for maintaining effecinternal control over financial reporting afod its assessment of the effectiveness of
internal control over financial reporting, includedvianagement’s Report on Internal Control overadficial Reporting appearing under
Item 9A. Our responsibility is to express opiniamsthese financial statements, on the financia¢stant schedule, and on the Company’s
internal control over financial reporting basedoom integrated audits. We conducted our auditeaoalance with the standards of the Public
Company Accounting Oversight Board (United Statéhphse standards require that we plan and perfoenatdits to obtain reasonable
assurance about whether the financial statemeat$e® of material misstatement and whether effedtiternal control over financial reporting
was maintained in all material respects. Our auwgfitie financial statements included examiningadast basis, evidence supporting the
amounts and disclosures in the financial statemastessing the accounting principles used andfis@m estimates made by management,
and evaluating the overall financial statementgméstion. Our audit of internal control over finalaeporting included obtaining an
understanding of internal control over financigdagting, assessing the risk that a material weakegssts, and testing and evaluating the de
and operating effectiveness of internal controkllasn the assessed risk. Our audits also includgdrming such other procedures as we
considered necessary in the circumstances. Wevbdliat our audits provide a reasonable basisupppinions.

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting princip
A companys internal control over financial reporting inclsdbose policies and procedures that (i) pertathéanaintenance of records tha
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readwaassurance regarding prevention or timely detectf unauthorized acquisition, use, or
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or d¢taisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeénaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

As described in Management’s Report on Internalt@bover Financial Reporting, management has ebadDigitalOptics Corporation
Technology Zhuhai Co., Ltd (formally known as Vigtaint Electronic Technologies (Zhuhai) Co. Ltagnh its assessment of internal control
over financial reporting as of December 31, 201@abse it was acquired by the Company in a purchasi@ess combination during 2012.
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We have also excluded DigitalOptics Corporationhretogy Zhuhai Co., Ltd from our assessment ofrirdecontrol over financial reporting.
DigitalOptics Corporation Technology Zhuhai Co.dli$ a whollyewned subsidiary whose total assets and total tegerepresent 4% and C
respectively, of the related consolidated finansiatement amounts as of and for the year endedrnblzer 31, 2012.

/sl PricewaterhouseCoopers LLP

San Jose, California
March 1, 2013
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TESSERA TECHNOLOGIES, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except for par value)

December 31

2012 2011
ASSETS
Current asset:
Cash and cash equivale $103,80: $ 55,75¢
Shor-term investment 338,80: 436,68
Accounts receivable, net of allowance for doubdftitounts of $43 at each year ¢ 11,59t 8,59¢
Inventories 1,507 1,57¢
Shor-term deferred tax asse 3,88( 1,89
Other current asse 15,70: 13,66¢
Total current asse 475,28t 518,17:
Property and equipment, r 72,54« 36,31¢
Intangible assets, n 120,43. 141,32t
Long-term deferred tax asse 22,49¢ 18,22
Other asset 7,671 2,48¢
Goodwill 6,66 —
Total asset $705,10: $716,52¢
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl $ 14,43" $ 7,20:
Accrued legal fee 11,72¢ 6,11(
Accrued liabilities 22,14 20,82«
Deferred revenu 4,86¢ 2,61(
Total current liabilities 53,17: 36,74"
Long-term deferred tax liabilitie 3,10z 4,08:
Other lon¢-term liabilities 6,40: 5,017
Commitments and contingencies (Note
Stockholder' equity:
Preferred stock: $0.001 par value; 10,000 sharmered and no shares issued and outstar — —
Common stock: $0.001 par value; 150,000 share®dnéu; 52,947 and 52,221 shares issued, resphgtare
52,293 and 51,576 shares outstanding, respec 53 52
Additional paic-in capital 480,34 462,69
Treasury stock at cost: 654 and 645 shares of conmstozk at each year end, respecti (10,649 (10,509
Accumulated other comprehensive inca 11¢ 24
Retained earning 172,54t 218,41:
Total stockholder equity 642,42! 670,67¢
Total liabilities and stockholde’ equity $705,10. $716,52¢

The accompanying notes are an integral part oktheasolidated financial statements.
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Revenues
Royalty and license fet
Past production paymer
Product and service revent
Total revenue:
Operating expense
Cost of revenue

Research, development and other related

Selling, general and administrati
Litigation expenst
Restructuring and other char¢
Impairment of lon-lived asset:
Impairment of goodwil
Total operating expens
Operating income (los!
Other income and expense,
Income (loss) before tax
Provision for (benefit from) income tax
Net income (loss
Basic and diluted net income (loss) per sh
Net income (loss) per shi-basic
Net income (loss) per shi-diluted
Cash dividends declared per sh

Weighted average number of shares used in per shkm@ation-basic
Weighted average number of shares used in per shbmaation-diluted

TESSERA TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(In Thousands, Except Per Share Amounts)

Years Ended December 31

2012 2011 2010
$182,52:  $237,200  $279,62:
24,72¢ — —
26,77: 17,37¢ 21,77
234,02 254,57 301,39
40,36¢ 23,49: 21,77
100,68: 75,97¢ 74,09¢
97,20t 83,37¢ 79,30
34,01¢ 29,35¢ 21,89:
2,52 5,24¢ —

— (56¢) 3,50¢

— 49,65: —
274,88 266,53 200,57
(40,867) (11,95¢) 100,82:
5,87: 2,64¢ 2,60¢
(34,989 (9,315) 103,42!
(4,762) 9,08t 46,07¢
$(30,229  $(19,300  $ 57,34¢
$ (059 $ (039 $ 1.1f
$ (05 $ (0.3) $ 1.14
$ 0.3C $ — $ —
51,97 51,08: 50,07¢
51,97 51,08: 50,45(

The accompanying notes are an integral part oktheasolidated financial statements.
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TESSERA TECHNOLOGIES, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)

Net income (loss
Other comprehensive income (los

Net unrealized gains (losses) on avail-for-sale-securities, net of ta

Other comprehensive income (lo

Comprehensive income (los

Years Ended December 31
2012 2011 2010

$(30,225)  $(19,300)  $57,34¢

95 (275) 354
95 (275) 354
$(30,130  $(19,57H  $57,70(

The accompanying notes are an integral part ottheasolidated financial statements.
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TESSERA TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Balance at December 31, 20C
Net income
Other comprehensive incor
Issuance of common stock in connection with exerofsstock option
Issuance of common stock in connection with empay@mmon stock
purchase pla
Issuance of restricted stock, net of shares catt
Stocl-based compensation expel
Tax benefits in connection with stock option p

Balance at December 31, 201

Net loss
Other comprehensive lo
Issuance of common stock in connection with exerofsstock option
Issuance of common stock in connection with empay@mmon stock
purchase pla
Issuance of restricted stock, net of shares catt
Stocl-based compensation expel
Tax benefits in connection with stock option p

Balance at December 31, 201

Net loss
Other comprehensive incor
Cash dividends paid on company common s
Issuance of common stock in connection with exerofsstock option
Issuance of common stock in connection with empay@mmon stock
purchase pla
Issuance of restricted stock, net of shares catt
Repurchases of common stc
Stocl-based compensation expel
Tax benefits in connection with stock option p

Balance at December 31, 201

(In Thousands)

Accumulated

Common Stock Additional Treasury Stock Other
Comprehensive Retainec
Paid-In

Shares Amount Capital Shares Amount Income (Loss) Earnings Total
49,84: $ 5C $ 402,33( 64t $(10,50) % (55) $180,36! $572,18!
— — — — — — 57,34t 57,34t
354 354
204 — 2,60( — — — — 2,60(
40€ 1 3,831 — — — — 3,83¢

13¢ — — — — — — —
— — 27,99: — — — — 27,99
— — 26& — — — — 26t
50,59: $ 51 $ 437,02 64 $(10,50) $ 29¢ $237,71: $664,58:
— — — — — — (19,300) (19,300
(27%) (275)
23¢ — 3,594 — — — — 3,59¢
371 1 4,17: — — — — 4,17¢

372 — — — — — — —
— — 25,57( — — — — 25,57(
— — (7,667) — — — — (7,667
51,57¢ $ 52 $ 462,69 64 $(10,50) $ 24 $218,41: $670,67¢
— — — — — — (30,229 (30,22%)
95 95
— — — — — — (15,639) (15,639)
167 — 2,374 — — — — 2,37¢
29z 1 3,73: — — — — 3,73¢

267 — — — — — — —
(9) — — 9 (137) — — (137)

— — 17,03¢ — — — — 17,03¢
— — (5,497 — — — — (5,497
52,29: $ 58 $ 480,34 654  $(10,64) $ 11¢ $172,54 $642,42!

The accompanying notes are an integral part ottheasolidated financial statements.

F-6



Table of Contents

TESSERA TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands)

Years Ended December 31

2012 2011 2010
Cash flows from operating activities:
Net income (loss $ (30,22 $ (19,300 $ 57,34¢
Adjustments to reconcile net income (loss) to reshcprovided by operating activitie
Depreciation and amortization of property and emgpt 15,20¢ 10,07: 11,53t
Amortization of intangible asse 25,06¢ 17,32: 14,69"
Stoclk-based compensation expel 17,03¢ 25,57( 27,99
Impairment on lon-term investments and assets, net of | — — (217)
Impairment of lon-lived asset: — (480 3,50¢
Impairment of goodwil — 49,65! —
Non-cash restructuring and other char 63 — —
(Gain) loss on property and equipment and leasaimmgnt (92) 57 —
Deferred income tax and other, | (6,100 7,08t (4,764
Amortization of premium/discount on investme 212 (832 —
Tax benefits from employee stock option p (5,499 (7,667) 26t
Excess tax benefit from stc-based compensatic — (85) (502)
Changes in operating assets and liabilities, nacqtiisitions
Accounts receivable, n (2,537) 3,19¢ (1,557)
Inventories 45¢ 27¢ (2817)
Other asset (1,33¢) (3,68)) (3,44%)
Accounts payabl 2,99: 2,43¢ 1,52¢
Accrued legal fee 5,61¢ 1,022 2,02
Accrued and other liabilitie 1,72¢ (2,082 (2,405
Deferred revenu 2,25¢ (3,149 42(
Net cash provided by operating activit 24,86( 79,42¢ 106,14t
Cash flows from investing activities:
Purchases of property and equipir (33,429 (5,910 (9,846
Proceeds from sale of property and equipn 1,29: 2,201 1,66(
Purchases of shiterm availabl-for-sale investment (261,759 (353,057 (487,929
Proceeds from maturities and sales of «term and lon-term investment 359,52¢ 322,65 379,44¢
Purchases of intangible ass (4,875 (66,697) (20,059
Acquisitions, net of cash acquir (27,909 — (14,97)
Net cash provided by (used in) investing activi 32,85 (100,789 (151,69)
Cash flows from financing activities:
Dividends paic (15,639 — —
Excess tax benefit from stc-based compensatic — 85 502
Proceeds from exercise of stock opti 2,374 3,59¢ 2,60(
Proceeds from employee stock purchase 3,73: 4,17¢ 3,83¢
Repurchase of common stc (139 — —
Net cash provided by (used in) financing activi (9,66¢) 7,85: 6,94(
Net increase (decrease) in cash and cash equis 48,04« (13,510 (38,605
Cash and cash equivalents at beginning of p¢ 55,75¢ 69,26¢ 107,87.
Cash and cash equivalents at end of pe $ 103,80: $ 55,75¢ $ 69,26¢
Supplemental disclosure of cash flow information
Income taxes pai $  4,88( $ 14,16¢ $ 52,02
Supplemental disclosure of non-cash investing actties:
Property and equipment included in accounts payadeaccrued liabilitie $ 5,041 $ 83 $ 27
Acquired intangible assets included in Accruedilitds 1,10(C 3,60( 1,60(

The accompanying notes are an integral part ottheasolidated financial statements.
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TESSERA TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — THE COMPANY AND BASIS OF PRESENTATION

Tessera Technologies, Inc. (the “Company”) is alimg company with operating subsidiaries in tworsegts: Intellectual Property and
DigitalOptics.

The Company’s Intellectual Property segment, mathdxyeT essera Intellectual Property Corp., genenaesnue from manufacturers and
other implementers that use our technology. Thenseg includes Tessera, Inc. and Invensas Corparétiovensas”). Tessera, Inc. pioneered
chip-scale packaging solutions, which it licengethe semiconductor industry. Invensas developsaagdires interconnect solutions and
intellectual property in areas such as mobile caingiand communications, memory and data storagk3eD Integrated Circuit (“3DIC”)
technologies.

The DigitalOptics segment designs and manufacioraging systems for smartphones, generating revéimaagh product sales and
software license fees and royalties. DigitalOptegdertise in optics, camera modules, Micro-EleMexrhanical Systems (“MEMS”), and
image processing enable it to deliver productsélipand the boundaries of smartphone photograp® Blso offers customized micro-optic
lenses, which may include Diffractive Optical Elents2("DOES”), Refractive Optical Elements (“ROEsid/or Integrated Micro-Optical
Subassemblies (“IMOS").

The consolidated financial statements include to®@ants of Tessera Technologies, Inc. and eads eftiolly owned subsidiaries. The
accompanying consolidated financial statements baea prepared in accordance with generally acdeggteounting principles (“GAAP”) in
the United States (“U.S.”). All significant intenegpany balances and transactions are eliminatedrisatidation.

The Company'’s fiscal year ends on December 31.Cdrapany employs a calendar motind reporting period for its quarterly reporti

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reclassificatior
Certain reclassifications have been made to peaogd balances in order to conform to current pEsipresentation.

Use of estimates

The preparation of financial statements in confoymiith U.S. GAAP requires management to make estand assumptions that af
the amounts reported in the financial statemendsageompanying notes. The accounting estimatesissumptions that require management’:
most significant, difficult, and subjective judgntémclude the recognition and measurement of ctimad deferred income tax assets and
liabilities, the fair value measurements of investits, the valuation of inventory, the assessmetiteofecoverability of goodwill, the
assessment of useful lives and recoverability nfjiiived assets, the assessment of unrecognizdekteefits and the valuation and recognition
of stock-based compensation expense, among ofhetisal results experienced by the Company may diffen management’s estimates.

Financial Instruments

Investments consist primarily of municipal bondsl aotes, corporate bonds and notes, treasury amtggotes and bills, commercial
paper, certificates of deposit, and money marked$u Investments with remaining maturities frongimral purchase date of three months or
less are considered to be cash equivalents. Ineassm
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with remaining maturities from original purchaseedgreater than three months are generally cladsifs available-for-sale for use, if required
in current operations, and are classified as dleont-investments. Investments determined to lackctine market for a period greater than 12
months are classified as long-term investments.ddmpany’s cash equivalents and short-term invesisrere classified as available-for-sale.
Unrealized gains and losses on securities, neb@fare recorded in accumulated other comprehensivee and reported as a separate
component of stockholders’ equity. The Company waigs the investments periodically for possiblewrthan-temporary impairment and
reviews factors such as the length of time andnéxtewhich fair value has been below cost babis financial condition of the issuer, the
Company’s intent to hold and whether the Compariynet be required to sell the security beforeaitsicipated recovery, on a more-likely-
than-not basis. If the declines in the fair valfi¢he investments are determined to be other-tearporary, the Company reports the credit los
portion of such decline in other income and expenst and the remaining noncredit loss portioadoumulated other comprehensive income
The cost of securities sold is based on the sjpadiéntification method. Interest and dividend im&and realized gains or losses are includec
in other income and expense, net.

Concentration of credit and other risks

Financial instruments that potentially subject @mmpany to significant concentrations of credik kensist principally of cash
equivalents, shotierm investments and accounts receivable. The Coynfsdlows a corporate investment policy which satsdit, maturity an
concentration limits and regularly monitors the pasition, market risk and maturities of these itvests. The Company believes that any
concentration of credit risk in its accounts reabie is substantially mitigated by the Company’aleation process, relatively short collection
terms and the high level of credit worthiness siciistomers. The Company performs ongoing crediuations of its customers’ financial
condition and limits the amount of credit extenddten deemed necessary but generally requires taterall.

At December 31, 2012 and 2011, the Company hadastemer representing 22% and 53%, respectivelgggfegate gross trade
receivables.

The following table sets forth revenues generatehfcustomers, all of which are in the IntellectBedbperty segment, each comprising
10% or more of total revenues for the periods iatdid:

Years Ended
December 31,

2012 2011 201(
Micron Technology, Inc. 13% 19% 13%
Spansion Inc 11 * *
Powertech Technology In 10 25 21

* denotes less than 10% of total reven

Inventories

Inventories are stated at the lower of cost or mtauking the first-in, first-out method. The Compamovides inventory write-downs
based on excess and obsolete inventories determiimadrily by future demand forecasts. The writavdds measured as the difference
between the cost of the inventory and market baped assumptions about future demand and chargée farovision for inventory, which is
a component of cost of sales. At the point of teslrecognition, a new, lower cost basis for the¢mtory is established, and subsequent
changes in facts and circumstances do not restiieinestoration or increase in that newly esthbliscost basis.
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Property and equipmer

Property and equipment are recorded at cost ane:ciafed using the straight-line method over thstimated useful lives. Equipment
held under capital lease is stated at the fair ptarélue of the related asset at the time of leaggnation and is amortized on a straight-line
basis over the term of the lease. The Companyrekignificant equipment under capital lease agesesin the periods presented. Repair an
maintenance costs are charged to expense as idcurre

The depreciation and amortization useful life pasifor property and equipment are as follows:

Furniture and equipme One to five year

Production equipmet Five to ten year

Buildings Seven, eight and 39 ye:

Leasehold improvemen Shorter of five years or the remaining term of léeese

When property and equipment are sold or disposeithefcost of the asset and the related accumutiegbciation or amortization are
removed from the accounts and the resulting galossron disposal is charged to the correspondingtional expenses.

The Company assesses property, plant and equigorantpairment when events or changes in circuntgarindicate that the carrying
value of the assets or the asset grouping mayencédpverable. Factors that we consider in decidimgn to perform an impairment review
include significant under-performance of a busir@sgsroduct line in relation to expectations, sfigmaint negative industry or economic trends,
and significant changes or planned changes in seiofithe assets. We measure the recoverabilagsdts that will continue to be used in our
operations by comparing the carrying value of thgeigrouping to our estimate of the related fotake undiscounted net cash flows. If an
asset grouping’s carrying value is not recover#inleugh the related undiscounted cash flows, teetagouping is considered to be impaired.
The impairment is measured by comparing the diffeeebetween the asset grouping’s carrying valudtaridir value.

Goodwill and identified intangible assets

Goodwill. Goodwill is recorded as the difference, if angtviieen the aggregate consideration paid for anisiiqn and the fair value of
the net tangible and identified intangible assetpiaed under a business combination. The Compavrigws impairment of goodwill annually.
The Company first assesses qualitative factorgterchine whether it is more likely than not that fhir value of a reporting unit is less than it:
carrying amount as a basis for determining whetiemecessary to perform the two-step goodwiphainment test. If the Company concludes
it is more likely than not that the fair value ofeporting unit exceeds its carrying amount, itcheet perform the two-step impairment test.

If based on the qualitative assessment, the Comipaligves it is more likely than not that the featue of its reporting units is less than
its carrying value, a twstep goodwill impairment test is required to bef@aned. The first step requires the Company to am@phe fair valu
of each reporting unit to its carrying value inchglallocated goodwill. The Company determinesfétievalue of its reporting units using an
equal weighting of the results derived from an mecapproach and a market approach. The income agpr®e estimated through the
discounted cash flow method based on assumptiang &lture conditions such as future revenue graates, new product and technology
introductions, gross margins, operating expensssodnt rates, future economic and market conditiand other assumptions. The market
approach estimates the fair value of the Compaeytsty by utilizing the market comparable methodahtis based on revenue multiples from
comparable companies in similar lines of businégke carrying value of a reporting unit exceeds teporting unit’s fair value, the Company
performs the second step of the goodwill impairntest to determine the amount of impairment loss.

The second step of the goodwill impairment tesbimes comparing the implied fair value of the rdjgy unit with the carrying value of
the reporting unit. An impairment charge is recagdifor the excess of the
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carrying value of the reporting unit over its ingalifair value. Determining the fair value of a repm unit is subjective in nature and requires
the use of significant estimates and assumptioeiyding revenue growth rates and operating maygissount rates and future market
conditions, among others.

Identified intangible assetddentified intangible assets consist of acquipatkents, existing technology, trade names, assemlekforce
and non-compete agreements resulting from busowabinations, and acquired patents under asseth@gseagreements. The Company’s
identified intangible assets are amortized onaigtit-line basis over their estimated useful livesging from two to 15 years. The Company
makes judgments about the recoverability of puretidiite-lived intangible assets whenever facts eincumstances indicate that the useful
life is shorter than originally estimated or thia tarrying amount of assets may not be recoverHldech facts and circumstances exist, the
Company assesses recoverability by comparing thjeqied undiscounted net cash flows associatedthéthelated asset or group of assets
over their remaining lives against their respecti@erying amounts. Impairments, if any, are basethe excess of the carrying amount ovel
fair value of those assets. If the useful lifehisrser than originally estimated, the Company waddelerate the rate of amortization and
amortize the remaining carrying value over the saarter useful life.

For further discussion of goodwill and identifiedangible assets, see “Note 8: Goodwill and Id&ttifntangible Assets.”

Treasury stock

The Company accounts for stock repurchases usagast method. For reissuance of treasury stodkgetextent that the reissuance p
is more than the cost, the excess is recorded axBrase to capital in excess of par value. Ifrdigsuance price is less than the cost, the
difference is recorded in capital in excess ofyzdue to the extent there is a cumulative treastogk paid in capital balance. Once the
cumulative balance is reduced to zero, any remgidifierence resulting from the sale of treasuocktbelow cost is recorded as a reduction o
retained earnings.

Revenue recognitiol

The Company derives its revenue from royalty acense fees, past production payments, and proddaervice revenues. Revenues
recognized when there is persuasive evidence aframgement, delivery has occurred, the fee islforedeterminable, and collectibility of the
resulting receivable is reasonably assured. Deténgiwhether and when these criteria have beesfiggktirequires the Company to make
assumptions and judgments which could have a sgnifimpact on the timing and amount of revenueepsrt.

Royalty and license fe:

Licensees pay running royalties on their productioshipment of licensed products incorporating@oenpany'’s intellectual property,
technologies or software. Royalties are primardgdd on unit volumes shipped. Licensees generglyrt shipment information within 30 to
60 days following the end of the quarter. Sincedhsg no reliable basis on which the Company cédmate its royalty revenues prior to
obtaining these reports from the licensees, thegamy recognizes royalty revenues on a one-quageiRoyalty revenue also includes
payments resulting from periodic compliance auditscensees.

License revenue is generated from license agresm@ntertain rights to the Company'’s intellectpadperty and actuator technologies.
The Company also derives revenue from softwarasies for digital and video photography image enbiar@nt technology. In some instances
the Company may enter into license agreementsrihalive multiple element arrangements to also ideltechnology transfer, design, techr
service and unspecified support. For software iesrand for technology licenses entered into poi@011, revenue for delivered elements is
recognized using the residual method when thevfdire of any undelivered elements can be objegtidetermined and is deferred. If the
Company cannot objectively determine the fair
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value of any undelivered elements included in thdtipie-element arrangement, revenue is deferréil alhelements are delivered or
performed, or until the Company can objectivelyedetine the fair value of all remaining undelivesddments. The deferred portion of the
revenue is recognized upon delivery or on a sttdigh basis over the period in which unspecifiegort or service is performed. Beginning
in January 2011, delivered elements of technolaggnkes are recognized based on their relativieggdtice. Revenue allocated to design,
technical service and unspecified support elementported as service revenue.

The Company provides payment terms to licenseesndigmt upon their financial strength, credit woréisis and the Company’s
collection experience with the licensee. If the @amy provides extended payment terms, revenudeésrdd until payment is due.

From time to time, the Company may enter into ageaments to purchase goods and/or services fromskes where the Company
(i) provides marketing incentives to a licenseexuohange for the licensee’s marketing effort tonpote the Company’s technologies,
(i) utilizes a licensee to perform product devetmmt and research services, or (iii) purchasesgfrod licensees through standard business
operations. If the Company cannot objectively datee the fair value of the benefits derived froragl goods and services and if such goods
and services cannot be separated from the undgtigehnologies licensed, payments for such goodsarvices are reflected as a reduction ¢
revenue in the Company’s consolidated statemeopefations.

Past production paymen

Past production payment revenues are royalty paigienthe use of the Company’s intellectual propand where payments are made
as part of a settlement of a patent infringemesputie from previously unlicensed parties. Pastyxtidn payment revenues typically relate to
previous periods and are based on historical ptazmtugolumes or sales.

Product and service revenu

Product revenue principally consists of sale ofrglioptics products, which include the diffractive aplilens elements sold principally
the semiconductor photolithography industry, ad aglrefractive, diffractive and integrated optielments sold for telecommunications and
photonic applications. The Company recognizes rneedrom product sales when fundamental criterianaeg such as title, risk and rewards of
product ownership are transferred to the custoprare and terms are fixed and the collection ofrdwmulting receivable is reasonably assured.
Shipping terms are generally freight-on-board simiggpoint.

Service revenue principally consists of engineerétasign and technical services. The Company esilthe completedentract method ¢
accounting for fixed-fee contracts. If the totaimated costs to complete a project were to extleedotal contract amount, indicating a loss,
the entire anticipated loss would be recognized éadliately.

Changes in judgment on these assumptions and éssiroauld materially impact the timing or amountefenue recognition.

Indemnification

The Company provides indemnification of varyingsedo certain customers against claims of intali@gbroperty infringement made
third parties arising from the use of the Compang&hnologies. In accordance with authoritativedgaice for accounting for guarantees, the
Company evaluates estimated losses for such indieation. The Company considers such factors asli¢iggee of probability of an
unfavorable outcome and the ability to make a neaisle estimate of the amount of loss. To dateueh slaims have been filed against the
Company and, as a result, no liability has beearded in the Company'’s financial statements.
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As permitted under Delaware law, the Company hasemgents whereby it indemnifies its officers angdtors for certain events or
occurrences while the officer or director is, orsywserving at the Company’s request in such capaldite maximum potential amount of future
payments the Company could be required to makeruhdse indemnification agreements is unlimitedyénwer, the Company has Directors’
and Officers’ Liability insurance coverage thaintended to reduce its financial exposure and nmapke the Company to recover a portion of
any such payments. The Company believes the estihfiair value of these indemnification agreememtsxicess of applicable insurance
coverage is minimal.

Research, development and other related ci

Research, development and other related costsstgmsnarily of compensation and related costgpfmsonnel as well as costs related to
patent prosecution, applications and examinatiamgrtization of intangible assets, materials, seg@nd equipment depreciation. Research
and development is conducted primarily in-housetangiets development of chip-scale, 3 dimensiondiveafer-level packaging technology,
high-density substrate, thermal management tecggplmage sensor packaging, image enhancementdiegiyn including MEMS-based
products, and micro-optic lens solutions, includitifractive and refractive optical elements taeigtated micro-optical subassemblies. All
research, development and other related costsxpemged as incurred. The Company believes thanifisant level of research, development
and other related costs will be required to rencaimpetitive in the future.

Stoclk-based compensation expense

The Company accounts for stock-based compensatjmense in accordance with the authoritative guidamcshare-based payment.
Under the provisions of the guidance, stock-basedpensation expense is measured at the grant asee lon the fair value of the award using
a Black-Scholes option pricing model and is recpgdias expense on a straight-line basis over thasite service period, which is generally
the vesting period. The fair value of the Comparsytxk awards for non-employees was estimated baséuk fair market value on each
vesting date, accounted for under the variabletautog method.

The authoritative guidance also requires that then@any measure and recognize stbaked compensation expense upon modificati
the term of stock award. The stock-based compamsaiipense for such modification is the sum of amgmortized expense of the award
before modification and the modification expendee Todification expense is the incremental amofithefair value of the award before the
modification and the fair value of the award after modification, measured on the date of modificatin the case when the modification
results in a longer requisite period than in thiginal award, the Company has elected to applytiad method where the aggregate of the
unamortized expense and the modification expenam@tized over the new requisite period on agitdine basis. In addition, any forfeiture
will be based on the original requisite period ptmthe modification.

Calculating stock-based compensation expense eqthie input of highly subjective assumptions,udgig the expected term of the
stock-based awards, stock price volatility, andgrevesting option forfeiture rate. The Comparnynestes the expected life of options grantec
based on historical exercise patterns, which alievsal to be representative of future behavior. Toenpany estimates the volatility of the
Company’s common stock on the date of grant baeddstorical volatility. The assumptions used itcatating the fair value of stock-based
awards represent the Company’s best estimatethésg estimates involve inherent uncertaintiesth@a@pplication of management judgment.
As a result, if factors change and the Company dgfsent assumptions, its stotiesed compensation expense could be materiallgrdift in
the future. In addition, the Company is requireéstimate the expected forfeiture rate and onlggeize expense for those shares expected t
vest. The Company estimates the forfeiture ratedas historical experience of its stock-based ds/#rat are granted, exercised and
cancelled. If the actual forfeiture rate is matéyidifferent from the estimate, stodkased compensation expense could be significaiftgrent
from what was recorded in the current period. Sete N1—'Stock-based Compensation Expenga additional detail.
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Income taxes

The Company must make certain estimates and judignredetermining income tax expense for finanstatement purposes. These
estimates and judgments occur in the calculatidaotredits, tax benefits, tax deductions, antthéncalculation of certain deferred taxes and
tax liabilities. Significant changes to these eaties may result in an increase or decrease todhwanys tax provision in a subsequent per

The provision for income taxes was comprised ofGbenpany’s current tax liability and changes inediefd income tax assets and
liabilities. The calculation of the current taxdility involves dealing with uncertainties in thppication of complex tax laws and regulations
and in determining the liability for tax positionkany, taken on the Company’s tax returns in agance with authoritative guidance on
accounting for uncertainty in income taxes. Defélireeome taxes are determined based on the diffesslpetween the financial reporting and
tax basis of assets and liabilities. The Compangtrassess the likelihood that it will be able tooreer the Company’s deferred tax assets. If
recovery is not likely on a more-likely-than-notsis the Company must increase its provision fooine taxes by recording a valuation
allowance against the deferred tax assets thatiihates will not ultimately be recoverable. Howeahould there be a change in the
Company’s ability to recover its deferred tax asstte provision for income taxes would fluctuatehe period of such change. See Note 14—
“Income Taxes"for additional detail.

Contingencies

From time to time, the Company may be involveceigal and administrative proceedings and claimsadbus types. The Company
records a liability in its consolidated financightements for these matters when a loss is knoweomsidered probable and the amount can be
reasonably estimated. Management reviews thesaaet in each accounting period as additional in&ion becomes known and adjusts the
loss provision when appropriate. If the loss ispratbable or cannot be reasonably estimated, githails not recorded in the consolidated
financial statements. If a loss is probable butaim®unt of loss cannot be reasonably estimated;dingpany discloses the loss contingency
an estimate of possible loss or range of loss §srsech an estimate cannot be made). The Compasyndd recognize gain contingencies unti
they are realized. Legal costs incurred in conpeatiith loss contingencies are expensed as incudeel Note 15, “Commitments and
Contingencies,” for further information regardifgetCompany’s pending litigation.

NOTE 3 — RECENT ACCOUNTING PRONOUNCEMENTS
Adopted

In June 2011, the Financial Accounting Standardsr@gthe “FASB”) and International Accounting Stantdis Board issued an update to
the authoritative guidance for fair value measunimghis update does not extend the use of fairevatcounting, but provides guidance on
how it should be applied where its use is alreadyired or permitted by other standards within . GBAP or International Financial
Reporting Standards. This update changes the wprdiad to describe many requirements in U.S. GAgPrfeasuring fair value and for
disclosing information about fair value measureraeAtlditionally, this update clarifies the FASBigent about the application of existing fair
value measurements. This update is effective feriim and annual periods beginning after DecembeQ11 and shall be applied
prospectively. The adoption of this guidance ditihove a significant impact on the Company’s cadstéd financial position, results of
operations and cash flows.

In September 2011, the FASB issued an accountarglatds update that permits entities to first asgealitative factors to determine
whether it is more likely than not (a likelihood mbre than 50%) that the fair value of a reporting is less than its carrying amount as a basi
for determining whether it is necessary to perftimtwo-step goodwill impairment test. This guidames applied in our fourth quarter of
2012 at the time we perform our annual goodwilt.t&ke adoption of this guidance did not materiaiypact the Company’s consolidated
financial position, results of operations and cialvs.
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Issued

In December 2011, the FASB issued ASU 2011-11,iRa&&heet (Topic 210): Disclosure about Offsetfisgets and Liabilities, which
requires an entity to include additional disclosumbout financial instruments and transactionslééidor offset in the statement of financial
position, as well as financial instruments subjec master netting agreement or similar arrangem& 2011-11 is effective for annual
reporting periods beginning on or after Januar301L3, and interim periods within those annual grid’he adoption of this ASU is not
expected to have a material impact on the Compdmgdscial statements.

In July 2012, the FASB issued ASU 2012-02, Intalggib- Goodwill and Other (Topic 350): Testing Irid&é-Lived Intangible Assets
for Impairment, which is intended to reduce the ptaxity and cost of performing a quantitative tiestimpairment of indefinite-lived
intangible assets by permitting an entity the aptm perform a qualitative evaluation about thelitkood that an indefinite-lived intangible
asset is impaired in order to determine whethghduld calculate the fair value of the asset. Tiaate also improves previous guidance by
expanding upon the examples of events and circunossathat an entity should consider between anmyelirment tests in determining
whether it is more likely than not that the faitueof an indefinite-lived intangible asset is l&san its carrying amount. ASU 2012-02 is
effective for annual and interim impairment testsfprmed for fiscal years beginning after Septenifier2012. Early adoption is permitted.
The adoption of this ASU is not expected to hawesgerial impact on the Company’s financial statetsien

NOTE 4 — COMPOSITION OF CERTAIN FINANCIAL STATEMENT CAPTIONS
Accounts receivable, net consisted of the follow(imgthousands):

December 31

2012 2011
Trade and other receivables $11,63¢ $ 8,642
Allowance for doubtful accoun (43 (43
$11,59 $ 8,59¢

Inventories consisted of the following (in thousand

December 31

2012 2011

Raw materials $ 84z $ 5l€
Work in proces: 14& 43t
Finished good 52C 623
$ 1,50° $ 1,57

Property and equipment, net consisted of the fatigwin thousands):

December 31

2012 2011

Furniture and office equipment $ 54,24. $ 37,371
Production equipmet 36,57" 11,58¢
Land and building: 21,31« 21,31
Leasehold improvemen 13,87 5,46(
126,00! 75,73¢

Less: Accumulated depreciation and amortiza (53,46 (39,419
$ 72,544 $ 36,31¢
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Depreciation and amortization expense for the yeaded December 31, 2012, 2011 and 2010 amount&ibta million, $10.1 million
and $11.5 million, respectively.

Accrued liabilities consisted of the following (inousands):

December 31

2012 2011
Employee compensation and benefits $15,87¢ $11,85:
Intangible assets payat 1,10C 3,60(
Other 5,162 5,372
$22,14( $ 20,82¢

Other long-term liabilities consisted of the follmg (in thousands):

2012 2011
Unrecognized tax benefits $ 5,21: $ 4,067
Other 1,191 95C
$ 6,40 $ 5,01

Accumulated other comprehensive income consistékeofollowing (in thousands):

December 31

2012 2011
Net unrealized gains on availa-for-sale-securities, net of tax $ 11¢ $ 24
$ 11 $
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NOTE 5 — FINANCIAL INSTRUMENTS
The following is a summary of marketable securiie®ecember 31, 2012 and 2011 (in thousands):

December 31, 201,
Gross Gross

Unrealized Unrealized Estimated
Fair
Cost Gains Losses Values

Available-for-sale securities
Corporate notes and bon $171,48! $ 177 $ (99 $171,56¢
Municipal notes and bont 110,18! 55 (32 110,20¢
Commercial pape 46,13 12 4 46,14:
Money market fund 34,10¢ — — 34,10¢
Treasury and agency notes and 29,05( 12 4 29,05¢
Certificate of deposl 4,50z 1 — 4,504
Total available-for-sale securities 395,46« 257 (139) 395,58!

Reported in:
Cash and cash equivalel $ 56,78
Shor-term investment 338,80:
Total marketable securities $395,58:
December 31, 201
Gross Gross
Unrealized Unrealized Estimated
Fair
Cost Gains Losses Values

Available-for-sale securities
Corporate notes and bon $168,29: $ 99 $ (329 $168,07:
Municipal notes and bont 151,88 203 (15) 152,07
Treasury and agency notes and 87,68 84 149 87,75¢
Commercial pape 30,89¢ 7 (15) 30,89:
Money market fund 13,26¢ — — 13,26¢
Certificate of deposl 9,82( 3 (6) 9,81
Total available-for-sale securities 461,85: 39€ (372) 461,87

Reported in:

Cash and cash equivale $ 25,19
Shor-term investment 436,68
Total marketable securities $461,87

At December 31, 2012 and 2011, the Company had.644Blion and $492.4 million, respectively, in tagash equivalents and short-
term investments. The majority of these amount®wetd in marketable securities as shown aboverdiaining balance of $47.0 million ¢
$30.5 million at December 31, 2012 and 2011, respeyg, was cash held in operating accounts nduohed in the tables above.

The gross realized gains and losses on sales &fiahie securities were not significant for thergeended December 31, 2012 and 2|

Net unrealized gains of $119,000 and $24,000, fietxo as of December 31, 2012 and 2011, respéygtiwere related to a temporary
increase in value of the remaining available-fde-scurities and were due primarily to changesterest rates and market and credit
conditions of the underlying securities. Certanestments with a temporary decline in value arecnasidered to be other-than-temporarily
impaired as of
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December 31, 2012 because the Company has thiy &biliold these investments to allow for recovelyes not anticipate having to sell these
securities with unrealized losses and continuesdeive interest.

For the year ended December 31, 2012 and 201Cdhepany did not record any impairment chargesedlti its financial instruments.

The following tables summarize the fair value anasg unrealized losses related to individual aléelor-sale securities, which have
been in a continuous unrealized loss position @ebwer 31, 2012 and 2011, aggregated by investragegory and length of time (in
thousands):

December 31, 201. Less Than 12 Months 12 Months or More Total

Gross Gross Gross
Unrealizec Unrealized Unrealizec

Fair Value Losses Fair Value Losses Fair Value Losses
Corporate bonds and notes $ 60,62( $ (99 $ — $ — $ 60,62( $ (99
Municipal bonds and note 48,14¢ (32 — — 48,14¢ (32
Commercial pape 10,561 4 — — 10,561 4
Certificate of deposi 3,50( (1) 3,50( (1)
Treasury and agency notes and 2,99i (©)] — — 2,99i (©)]
Total $125,83: $ (13 $ — $ — $125,83: $  (13¢)

December 31, 201 Less Than 12 Months 12 Months or More Total

Gross Gross Gross
Unrealizec Unrealized Unrealizec

Fair Value Losses Fair Value Losses Fair Value Losses
Corporate bonds and notes $ 96,89¢ $ (322 $ — $ — $ 96,89¢ $ (322
Municipal bonds and note 21,61( (15) — — 21,61( (15)
Commercial pape 16,40: (15) — — 16,40: (15)
Treasury and agency notes and 14,39: 14 — — 14,39: 149
Certificate of deposl 3,514 (6) 3,514 (6)
Total $152,81: $ (3729 $ — $ — $152,81: $ (372

The estimated fair value of marketable securitiesdntractual maturity at December 31, 2012, isashbelow (in thousands). Actual
maturities may differ from contractual maturitieschuse issuers may have the right to call or prephgations without call or prepayment
penalties.

Estimated

Fair Value

Due in one year or less $100,29:
Due in one to two yeal 295,28
Total $395,58:

NOTE 6 — FAIR VALUE

The Company follows the authoritative guidanceféar value measurements and the fair value optioiifiancial assets and financial
liabilities. The guidance for fair value measuretsastablishes a consistent framework for meastigingalue and expands disclosure
requirements about fair value measurements. Ttaagae for the fair value option for financial assatd financial liabilities provides
companies the irrevocable option to measure marantiial assets and liabilities at fair value witlages in fair value recognized in earnings.
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Fair value is defined as the exchange price thaidvoe received for an asset or paid to transfebdity, or an exit price, in the princip
or most advantageous market for the asset oritiabilan orderly transaction between market pgréints on the measurement date. The
established fair value hierarchy requires an emditmaximize the use of observable inputs and niggrthe use of unobservable inputs when
measuring fair value. The guidance describes tleragls of inputs that may be used to measure &direr

Level 1 Quoted prices in active markets for identical as:

Level 2 Observable inputs other than Level 1 prices, ssajuated prices for similar assets; quoted pricesarkets that
are not active; or other inputs that are observabtean be corroborated by observable market datsubstantially
the full term of the asset

Level 3 Unobservable inputs that are supported by littta@market activity and that are significant to thie value of the
assets. Level 3 assets and liabilities includeniiie instruments whose value is determined usitang models,
discounted cash flow methodologies, or similar teghes, as well as instruments for which the deisation of
fair value requires significant management judgnugrgstimation

The following is a list of the Company’s assetsuiegd to be measured at fair value on a recurragjsband where they were classified
within the hierarchy as of December 31, 2012 (oudands):

Quoted Price:

Significant
in Active Other Significant
Markets for Observable Unobservable
Identical
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
Assets
Marketable Securitie
Money market fund® $ 34,10¢ $ 34,10¢ $ — $ —
Corporate bonds and noi® 171,56« — 171,56« —
Municipal bonds and not«? 110,20¢ — 110,20t —
Treasury and agency notes and (@ 29,05¢ — 29,05¢ —
Certificate of deposi(® 4,504 — 4,50¢ —
Commercial pape® 46,14 — 46,14 —
Total Assets $395,58: $ 34,10¢ $361,47 $ —

The following footnotes indicate where the noteairis were recorded in the Consolidated Balance Siv@sdcember 31, 2012:
(1) Reported as cash and cash equivale

(2) Reported as she-term investments

(3) Reported as either cash and cash equivalents d-term investments
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The following is a list of the Company’s assetsuiegd to be measured at fair value on a recurragjsband where they were classified
within the hierarchy as of December 31, 2011 (oudands):

Quoted Price:

Significant
in Active Other Significant
Markets for Observable Unobservable
Identical
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
Assets
Marketable Securitie
Money market fund® $ 13,26¢ $ 13,26¢ $ — $ —
Corporate bonds and noi® 168,07: — 168,07: —
Municipal bonds and not«? 152,07 — 152,07" —
Treasury and agency notes and (@ 87,75¢ — 87,75¢ —
Certificate of depos(® 9,817 — 9,817 —
Commercial pape® 30,89: — 30,89: —
Total Assets $461,87° $ 13,26¢ $448,60¢ $ —

The following footnotes indicate where the noteairis were recorded in the Consolidated Balance Siv@sdcember 31, 2011:
(1) Reported as cash and cash equivale

(2) Reported as she-term investments

(3) Reported as either cash and cash equivalents d-term investments

Nonrecurring Fair Value Measuremer

The Company measures certain assets at fair valaenonrecurring basis. These assets include ajppately $18.2 million of property
and equipment and $1.8 million in intangible astieas were valued at fair value as part of the&/Roint Technologies acquisition describe
Note 7 below. For certain of the property and emugpt, the fair value was determined using a cgstageh based on the condition, market
functionality of these assets, including physiagbiciation and certain obsolescence adjustmehtsfair value for these acquired intangible
assets was determined using the cost approachisgwlidted cash flow method. As a result, $0.3 anllbf property and equipment and the
$1.8 million of intangible assets are classified.agel 3.
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The table below presents a reconciliation for sfleds measured at fair value on a recurring basig significant unobservable inputs
(Level 3) for the years ended December 31, 201228A4d (in thousands):

Assets
Held for
Sale Total
(Level 3) (Level 3)
Balance at December 31, 2010 3,43( $ 3,43(
Purchases, sales, issuances and settlemen (3,430 (3,430
Total gains or losses (realized and unrealiz —
Included in earning — —
Included in other comprehensive inco — —
Transfers in (out) of Level — —
Balance at December 31, 20 $ — $ —
Purchases, sales, issuances and settlemen —
Total gains or losses (realized and unrealiz —
Included in earning — —
Included in other comprehensive inco — —
Transfers in (out) of Level — —
Balance at December 31, 201 $ — $ —

NOTE 7 — BUSINESS COMBINATION
Vista Point Technologies

On June 28, 2012, DigitalOptics Corporation, a glis/ of Tessera Technologies, Inc., completeddguisition of certain assets of
Vista Point Technologies, a Tier One qualified cearmaodule manufacturing business, from Flextrombsrnational Ltd. for consideration of
$29.0 million, net of $11.9 million cash acquirdghproximately $7.6 million of the consideration walaced in escrow at the initial closing, of
which, approximately $4.0 million remains subjextelivery of certain additional assets by Flexiterinternational Ltd. no later than
March 31, 2013 and $3.0 million of which was retghapon the delivery of certain additional assethé fourth quarter of 2012. This
acquisition is strategic to the Company as it idteto use the acquired assets and related mantifachusiness to help build the DigitalOptics
segment into a supplier of camera modules in theilmphone market.

As part of the acquisition, DigitalOptics CorpoaatiTechnology Zhuhai Limited (formally known as té$oint Electronic Technologies
(Zhuhai) Co. Ltd.), a company organized under #veslof the People’Republic of China, was acquired from Flextronidernational Ltd. an
became an indirect wholly owned subsidiary of tleenPany. The business combination transaction wemuated for using the acquisition
method of accounting, with the results of the asifjon included in the DigitalOptics segment ashaf acquisition date. This contributed to a
purchase price in excess of the fair value of thgeulying net assets and identified intangible ssaequired from Flextronics International L
and, as a result, the Company has recorded goaddweiinnection with this transaction.

Preliminary purchase price allocatiol

In accordance with the accounting guidance on legsicombinations, the total purchase price is atiéatto the tangible and intangible
assets acquired and liabilities assumed basedeimetstimated fair values. The preliminary allocatof the purchase price was based upon a
preliminary valuation and the estimates and
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assumptions used are subject to change. Basedtiupdair values acquired, the purchase price dilocas as follows (audited, in thousands):

Estimated
Useful Life
Amount (Years)
Net tangible asset
Property and equipment, r $11,19¢ 1-7
Inventory 39z N/A
Other current asse 1,05(C N/A
Other asset 7,85:¢ N/A
20,49:
Identified intangible asset
Patents/core technoloy 90C 14
Customer relationshir 90C 3
Goodwill 6,664 N/A
8,46¢
Total purchase pric $28,95¢

Approximately $20.5 million has been allocated ¢qwred net tangible assets consisting of propamnty equipment delivered, and $4.0
million of property and equipment (included in atlassets) to be delivered. Approximately $1.8 wnillhas been allocated to amortizable
intangible assets acquired.

The amounts of revenue and earnings that would begr included in the Compasy¢ondensed consolidated statement of operatiol
the year ended December 31, 2012 of the combinity bad the acquisition date been January 1, 28t2as follows:

Revenue Earnings
Actual for the year ended December 31, 2011 $254,57¢ $(19,300)
Actual for the year ended December 31, 2 $234,02: $(30,22%)
Supplemental pro forma for the year ended Dece®be?011 (unauditec $369,47¢ $(26,437)
Supplemental pro forma for the year ended Dece®be?012 (unauditec $243,38: $(35,269)

The year ended supplemental pro forma earnings adjtssted to exclude $1.5 million of acquisitiotated costs incurred in 2012.

NOTE 8 — GOODWILL AND IDENTIFIED INTANGIBLE ASSETS

The changes to the carrying value of goodwill, vahicere all allocated to the DigitalOptics segméin January 1, 2011 through
December 31, 2012 are reflected below (in thougands

DigitalOptics
January 1, 2011 $ 49,65
Impairment of goodwill (1 (49,659
December 31, 201. —
Goodwill acquired through the Vista Point acquisit 6,664
December 31, 201 $ 6,664
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(1) As aresult of the Company’s impairment analysompleted in the fourth quarter of 2011, the @any recorded an impairment charge
of goodwill of $49.7 million for the year ended Racber 31, 2011, all of which was included in thgialOptics segment. The Compe
recorded the impairment charge due primarily toltemarket price of the Company’s common stockiclwhiesulted in the Company’s
market capitalization being significantly lower théne book value of equity for an extended peribtinee. For the years ended
December 31, 2012 and 2010, no impairment of golbdwss recorded

Identified intangible assets consisted of the feitg (in thousands):

Average December 31, 201, December 31, 201
Accumulated Accumulated
Life Gross Gross

(Years) Assets Amortization Net Assets Amortization Net
Acquired patents/core technology 3-15 $137,72¢ $ (38,879 $ 98,85« $134,45. $ (21,90) $112,55:
Existing technolog) 5-10 54,19¢ (38,567) 15,63¢ 54,19¢ (32,037 22,16¢
Customer contrac! 39 12,80( (8,037 4,76 11,90( (6,80¢) 5,092
Trade nam 4-10 3,62( (2,447 1,175 3,62( (2,109 1,51¢
Non-competition agreemen 2 1,40(C (1,400 — 1,40(C (2,400 —
Assembled workforc 4 30C (300 — 30C (300 —

$210,04« $ (89,61) $120,43. $205,86¢ $ (64,549 $141,32¢

Amortization expense for the years ended Decembge2®12, 2011 and 2010 amounted to $25.1 millid7, % million and $14.7 million,

respectively.

As of December 31, 2012, the estimated future dratitn expense of intangible assets is as follwghousands):

2013
2014
2015
2016
2017
Thereaftel
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NOTE 9 — NET INCOME (LOSS) PER SHARE
The following table sets forth the computation aiz and diluted net income (loss) per share ¢nghnds, except per share amounts):

Years Ended December 31

2012 2011 2010

Numerator:

Net income (loss $(30,22%) $(19,300) $57,34¢
Denominator

Weighted average common shares outstan 52,01( 51,13¢ 50,24(

Less: Unvested common shares subject to repurt (33) (53) (170
Total share-basic 51,97% 51,08: 50,07(
Effect of dilutive securitie:

Stock award: — — 13¢

Restricted stoc — — 242
Total share-diluted 51,971 51,08: 50,45(
Net income (loss) per common st-basic $ (0.59¢) $ (0.3¢) $ 1.1F
Net income (loss) per common st-diluted $ (0.59) $ (0.3¢) $ 1.14

Basic net income (loss) per share is computed ubimgveighted average number of common sharesaodisig during the period,
excluding any unvested restricted stock awardsatesubject to repurchase. Diluted net incomes)lpsr share is computed using the treasur
stock method to calculate the weighted average eumibcommon shares and, if dilutive, potential coom shares outstanding during the
period. Potential dilutive common shares includeasted restricted stock awards and units and ttrenmental common shares issuable upon
the exercise of stock options, less shares fronmnasd proceeds. The assumed proceeds calculatioé@scactual proceeds to be received 1
the employee upon exercise, the average unrecabo@apensation cost during the period and any ¢mefits that will be credited upon
exercise to additional paid in capital.

For the years ended December 31, 2012 and 2014.5athillion and 6.4 million, respectively, shatfscommon stock, subject to stock
options and restricted stock awards and units werciided from the computation of diluted net incqme share as they were anti-dilutive. For
the year ended December 31, 2010, approximatelyn8lidn shares of common stock, subject to stogtiams, restricted stock awards and
units were excluded from the computation of diluted income per share as they were anti-dilutive.

NOTE 10 — STOCKHOLDERS' EQUITY
Stock Repurchase Progran

In August 2007, the Board of Directors authorizgaam to repurchase up to a maximum total of $100om of the Company’s
outstanding shares of common stock dependent oketneanditions, share price and other factors. fA3ezember 31, 2012 and December 31
2011, the Company had repurchased a total of 685b@res of common stock since inception of the,@aan average price of $16.26 per
share for a total cost of $10.5 million. The shamgmirchased are recorded as treasury stock arstesented for under the cost method. No
expiration date has been specified for this plasmoADecember 31, 2012, the total amount availtdsleepurchase was $89.5 million. The
Company may continue to execute authorized repgeshfiom time to time under the plan.

F-24



Table of Contents

Stock Option Plan
The 1996 Plan and the 1999 Plan

In December 1996, the Board adopted the 1996 Sdption Plan (“1996 Plan”). In February 1999, theaBbadopted the 1999 Stock
Option Plan (“1999 Plan”) which was approved by steckholders in May 1999. Under the 1996 Planthrdl999 Plan, incentive stock
options may be granted to the employees of the @ompr its subsidiaries at an exercise price dess than 100% of the fair value on the
of grant, and nonstatutory stock options may batgdto the employees of the Company or its sudsédi, non-employee directors and
consultants at an exercise price of no less th&h @xthe fair value. In both cases, when the ogtznown stock representing more than 10
the voting power of all classes of stock of the @any, the exercise price shall be no less than 1df0#te fair value on the date of grant. For
options granted with an exercise price below farket value, a stock-based compensation chargedmsdetermined. Options granted under
these plans generally have a term of ten years thendate of grant and vest over a four-year pebdres issued in connection with the
exercise of unvested options are subject to repiscby the Company until such options vest. Afedarkary 1999, no further options were
granted from the 1996 Plan. After December 2000funther options were granted from the 1999 Pldre TCompany has no intention of
issuing additional grants under these plans. ABeafember 31, 2012, there were no shares reservgdafiot under these plans and only
cancellations under the 1999 Plan are recordeglakahble for grant. Based on a Board decision, eiattons under the 1996 Plan are not
considered available for grant.

The 2003 Plan

In February 2003, the Board of Directors adoptatithe Company’s stockholders approved the 2003t tnugentive Plan (“2003
Plan™). Under the 2003 Plan, incentive stock omioray be granted to the Company’s employees atemgise price of no less than 100% of
the fair value on the date of grant, and nonstagugtmck options may be granted to the Company’gleyees, non-employee directors and
consultants at an exercise price of no less th&h @&xthe fair value. In both cases, when the ogtiznown stock representing more than 10
the voting power of all classes of stock of the @any, the exercise price shall be no less than 1df0#te fair value on the date of grant.
Options, restricted stock awards, and restrictedkstinits granted under this plan generally hatexm of ten years from the date of grant and
vest over a four-year period. Restricted stockigmarance awards, dividend equivalents, deferreckststock payments and stock appreciation
rights may also be granted under the 2003 Plaeredtltone, in addition to, or in tandem with anyiops granted thereunder. Restricted stock
awards and units are full-value awards that redieeaumber of shares reserved for grant undepthaisby one and one-half shares for each
share granted. The vesting criteria for restrictidk awards and units is generally the passatmefor meeting certain performance-based
objectives, and continued employment through tleting period generally over four years. As of Deben1, 2012, there were 4,427,000
shares reserved for future grant under this plan.
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A summary of the activity is presented below (inukands, except years and per share amounts):

Shares Outstanding

Weighted Weighted
Average
Average Remaining
Exercise Contractual Aggregate
Price per
Life Intrinsic
Shares Share (in years) Value
Options outstanding at December 31, 20C 5,85¢ $22.7¢
Options grante: 95( 17.4¢
Options exercise (209) 12.7¢
Options cancelled / forfeited / expir (222) 27.91
Options outstanding at December 31, 2010 6,38: $ 22.0¢
Options grante: 1,90C 15.15
Options exercise (23¢ 15.0Z
Options cancelled / forfeited / expir (1,22¢ 23.4¢
Options outstanding at December 31, 201 6,81¢ $ 20.1¢
Options grante: 2,36¢ 15.1¢
Options exercise (167) 14.1¢
Options cancelled / forfeited / expir (1,919 23.2:
Options outstanding at December 31, 201 7,09¢ $ 17.8( 6.27 $ 7,11:
Vested and expected to vest at December 31, 6,892 $ 17.8¢ 6.22 $ 6,73¢
Exercisable at December 31, 2( 3,82¢ $ 20.01 4.7¢ $ 1,68¢

The following table summarizes information abowick&toptions outstanding and exercisable underfahleCompany’s plans at
December 31, 2012:

Options Outstanding Options Exercisable

Weighted Weighted Weighted

Average Average Average
Number Remaining Exercise Price Number Exercise Price

Range of Exercise Outstanding Contractual Exercisable

Prices per Share (in thousands’ Life (in years) per Share (in thousands per Share
$0.85 - $7.00 28 1.0¢ $ 4.47 28 $ 4.47
$12.03- $15.00 2,50¢ 7.42 $ 13.9¢ 39¢ $ 13.62
$15.03- $19.79 3,32( 6.3(C $ 17.5% 2,241 $ 17.8¢
$20.01- $24.44 15¢ 6.12 $ 21.6¢ 10¢ $ 21.7¢
$25.78- $44.27 1,09:¢ 3.7z $ 27.1¢ 1,04¢ $ 27.2
$0.85- $44.27 7,09¢ 6.21 $ 17.8( 3,82¢ $ 20.01
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Restricted Stock Awards and Ur

Information with respect to outstanding restricséock awards and units as of December 31, 2012 fisllaws (in thousands, except for

per share amounts):

Number of Share:

Number of Shares

Subject to Subject to Total Number Weighted Average
Time- Performance- Grant Date

based Awards based awards of Shares Fair Value Per Share

Balance at December 31, 20C 52€ 39t 921 $ 27.01
Awards and units grante 76C 22¢ 98¢ $ 16.6(
Awards and units vested / earr (25€) (49 (305) $ 30.4(
Awards and units cancelled / forfeit (50 9 (59 $ 22.4(
Balance at December 31, 201 98(C 56E& 1,54¢ $ 19.8¢
Awards and units grante 261 — 261 $ 16.07
Awards and units vested / earr (33)) (113 (449 $ 23.31
Awards and units cancelled / forfeit (180 (191 (371 $ 19.2¢
Balance at December 31, 2011 73C 261 991 $ 17.6(
Awards and units grante 367 13¢ 50C $ 16.4¢
Awards and units vested / earr (2393 (30 (26%) $ 17.1¢
Awards and units cancelled / forfeit (149 (24¢) (399 $ 19.0¢
Balance at December 31, 201 71E 11€ 831 $ 16.3¢

Performance Awards and Uni

Performance awards and units may be granted toognegx or consultants based upon, among other thhmgysontributions,
responsibilities and other compensation of theip#er employee or consultant. The value and trstivg of such performance awards and
units are generally linked to one or more perforogagoals or other specific performance goals detemnby the Company, in each case on a
specified date or dates or over any period or peratetermined by the Company, and range from zet@@® percent of the grant.

Employee Stock Purchase Pl:

In August 2003, the Board of Directors adopted2b@3 Employee Stock Purchase Plan, which was apgrby the Company’s
stockholders in September 2003. The Company ilyittaserved 200,000 shares of common stock formissel under the 2003 Employee Stock
Purchase Plan. The reserve will automatically iaseeon the first day of each year during the texpi(ing in August of 2013) of the ESPP by
an amount equal to the lesser of (1) 200,000 shggks.0% of the Company’s outstanding sharesugh slate or (3) a lesser amount
determined by the Board of Directors. In June 26808 Board of Directors adopted the Internatiomaplbyee Stock Purchase Plan which
reserves 200,000 shares of common stock for issuamter this plan. The 2003 Employee Stock PurcRiseand the International Employee
Stock Purchase Plan (collectively, “ESPP”) areglesil to allow eligible employees residing in th& Lbr internationally to purchase shares o
common stock, at semi-annual intervals, with taegumulated payroll deductions. In January 2018 Bard of Directors amended the ESPP
to provide for a perpetual plan, without the auttmismcrease of the reserve. The Company will sulhd amended ESPP plan to the
Company’s stockholders to approve at the 2013 dnmmaating of stockholders.

The ESPP has a series of consecutive, overlapgimgdhth offering periods. The first offering periodmmenced February 1, 2004, the
effective date of the ESPP, as determined by tre¥dof Directors.

Individuals who own less than 5% of the Companysng stock, are scheduled to work more than 20spar week and whose
customary employment is for more than five montharny calendar year may join an

F-27



Table of Contents

offering period on the first day of the offeringripel or the beginning of any semi-annual purchaségd within that period. Individuals who
become eligible employees after the start dateafffering period may join the ESPP at the begigrihany subsequent semi-annual purchas
period.

Participants may contribute up to 20% of their caamings through payroll deductions, and the actat®d deductions will apply to the
purchase of shares on each semi-annual purchaseTdhat purchase price per share will equal 85%®fair market value per share on the
participant’s entry date into the offering periadiblower, 85% of the fair market value per sharethe semi-annual purchase date.

An eligible employee’s right to buy the Compasmgommon stock under the ESPP may not accrueast anrexcess of $25,000 of the 1
market value of such shares per calendar yeamfdr ealendar year of an offering period.

If the fair market value per share of the Compamgisimon stock on any purchase date is less thaaithmarket value per share on the
start date of the 24-month offering period, theat thffering period will automatically terminate aachew 24-month offering period will begin
on the next business day. All participants in #reninated offering will be transferred to the neffenng period.

In the event of a proposed sale of all or subsaliptall of the Company’s assets, or merger witlindw another company, the outstanding
rights under the ESPP will be assumed or an eqnvaight substituted by the successor compantsqrarent or subsidiary. If the successor
company or its parent refuses to assume the odistarights or substitute an equivalent right, thdiroutstanding purchase rights will
automatically be exercised prior to the effectiatedof the transaction. The purchase price wilbeé88% of the market value per share on the
participant’s entry date into the offering periodahich an acquisition occurs or, if lower, 85%tloé fair market value per share on the date th
purchase rights are exercised.

The ESPP will terminate no later than the tenthareary of the ESPP’s initial adoption by the Bbaf Directors unless the amended
ESPP plan is approved at the 2013 annual meetiatpokholders.

As of December 31, 2012, there were 299,000 shiasesved for grant under the ESPP.

Dividends

Stockholders of the Company’s common stock ardledtio receive dividends when and as declared&yompany’s Board of
Directors. The Company began paying a $0.10 qupdéridend in the second quarter of 2012. Divideriéclared were $0.30 per common
share in 2012. No dividends were declared andip&2®11 and 2010.

NOTE 11 — STOCK-BASED COMPENSATION EXPENSE

The expense classification of stock-based compemsaxpense for the years ended December 31, 2014, and 2010 is as follows (in
thousands):

Years Ended December 31

2012 2011 2010
Cost of revenues $ 641 $ 45¢ $ b57¢
Research, development and other related 6,45¢ 8,23: 10,931
Selling, general and administrati 9,94( 16,87¢ 16,47¢
Total stoclbased compensation expel 17,03¢ 25,57( 27,99¢
Tax effect on stoc-based compensation expel (5,149 (7,709 (8,349
Net effect on net income (los $11,88¢ $17,86¢ $19,64¢
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The stock-based compensation expense categorizearioys equity components for the years ended idbee 31, 2012, 2011 and 2010
is summarized in the table below (in thousands):

Years Ended December 31

2012 2011 2010
Employee stock options $10,33: $16,46¢ $14,53;
Restricted stock awards and ur 4,79: 7,04¢ 11,04:
Employee stock purchase pl 1,912 2,05: 2,41
Total stocl-based compensation expel $17,03¢ $25,57( $27,99¢

During the years ended December 31, 2012, 2012@hd, the Company granted 2,366,000, 1,900,00®@a6@00 shares of stock
options, respectively. The 2012, 2011 and 2010nedéd per share fair value of those grants was3$8®24 and $9.60, respectively, before
estimated forfeitures.

The total fair value of restricted stock awardstedsluring the years ended December 31, 2012, 20d 2010 was $4.5 million, $10.3
million and $9.3 million, respectively.

The total intrinsic value of options exercised dgrthe years ended December 31, 2012, 2011 andv284 80.6 million, $1.0 million ar
$1.7 million, respectively. The intrinsic valuecialculated as the difference between the markeevaih the date of exercise and the exercise
price of the shares.

As of December 31, 2012, the unrecognized stzaded compensation balance after estimated fadeitelated to unvested stock opti
was $17.8 million to be recognized over an estichateighted average amortization period of 2.9 yaars$13.6 million related to restricted
stock awards and units, including performabesed awards and units, to be recognized overtimna¢sd weighted average amortization pe
of 2.5 years. As of December 31, 2011, the unreizedrstock-based compensation balance after estihfatfeitures related to unvested stock
options was $21.3 million to be recognized oveestimated weighted average amortization period ©f2ars and $13.9 million related to
restricted stock awards and units, including penemce-based awards and units, to be recognizecaavestimated weighted average
amortization period of 2.7 years.

The Company uses the Black-Scholes option pricindehto determine the estimated fair value of stoaked awards. The fair value of
each option grant is determined on the date oftgnad the expense is recorded on a straight-lisssb@ihe assumptions used in the model
include expected life, volatility, risk-free intesterate, and dividend yield. The Company’s deteatims of these assumptions are outlined
below.

Expected life- The expected life assumption is based on anabjsiee Company’s historical employee exerciseguatt. The expected
life of options granted under the ESPP represéeteffering period of two years.

Volatility — Volatility is calculated using the historical atility of the Company’s common stock for a ternmsistent with the expected
life. Historical volatility of the Company’s commatock is also utilized for the ESPP.

Risk-free interest rate The risk-free interest rate assumption is basetthe U.S. Treasury rate for issues with remainémms similar to
the expected life of the options.

Dividend yield- Expected dividend yield is calculated by annuradjzhe cash dividend declared by the Board forctimeent quarter and
dividing that result by the average closing pri€¢he Company’s common stock for the quarter. Ghigldends are not paid on options,
restricted stock units or unvested restricted stavelrds.
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In addition, the Company estimates forfeiture raf@sfeitures are estimated at the time of gradtrawised in subsequent periods if
actual forfeitures differ from those estimates.tbligal data is used to estimate pre-vesting optiofeitures and record stock-based
compensation expense only for those awards thabgrected to vest.

The following assumptions were used to value th&op granted:

Years Ended December 31

2012 2011 2010

Expected life (years) 3.7 3.7 3.8

Risk-free interest rate 0.5- 0.6 - 1.0-
0.£% 1.8% 2.€%

Dividend yield 2.2-

2.8% 0.C% 0.C%

Expected volatility 45.3 - 66.7 - 73.4 -
66.4% 76.1% 75.%

The following assumptions were used to value thEEShares:

Years Ended December 31

2012 2011 2010

Expected life (years) 2.C 2.C 2.C

Risk-free interest rate 0.2 - 0.4 - 0.4 -
0.€% 0.€% 0.%

Dividend yield 2.2-

2.7% 0.C% 0.C%

Expected volatility 43.7 - 43.7 - 55.9 -
79.1% 79.7% 96.1%

For the years ended December 31, 2012, 2011 ar®j a6laggregate of 292,000, 371,000 and 406,000nconshares, respectively, w
purchased pursuant to the ESPP.

Modifications

From time to time, the Company enters into consgliagreements with its departing employees. Sontleesk agreements may include
continued vesting of the departing employees’ stoghlirds and an extension of the exercise periad fhe standard 90 days from employmen
termination date to the termination of the consagliagreement. As a result of modifications relatefbrmer employees, the Company incurrec
stock-based compensation expense of $0.1 millirg, #illion, and $2.6 million for the years endeddember 31, 2012, 2011 and 2010,
respectively.

NOTE 12 - RESTRUCTURING AND OTHER CHARGES

In November 2012, the Company announced a restiogtaf its DigitalOptics segment to focus its effoon its core MEMS camera
module business. In connection with this efforiyililOptics is reducing its workforce and ceasipgrations at its facility in Tel Aviv, Israel.
In connection with these actions, the Company irezlitotal charges of $2.5 million in the fourth geaof 2012 and expects to incur
approximately $0.5 million of additional expensedtie first quarter of 2013.

In January 2011, the Company announced a reordgmmiza its DigitalOptics segment to focus on kepwth opportunities including
EDoF, Zoom and MEMS-based autofocus and a reduofi@igitalOptics employees by up to 15% of the Qamy’s worldwide employee
base along with certain headquarters support fomstiln August 2011, the Company announced a camenitto undertake a workforce
reduction at its Yokohama, Japan development fgéild to close that facility in order to optimittee Company’s operations. Expenses
incurred as a result of these activities consisfeskverance, costs related to the continuatiaredfin employee benefits and expenses relate
to the closure of the facility and termination loétoperating lease, and we recorded in restructama other charges on the statement of
operations. Total restructuring and other chargksed to these activities was $5.2 million, alixfich were expensed in the year ended
December 31, 2011 and these activities were cosgpliring the first quarter of 2012.
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Information with respect to restructuring and otblearges as of December 31, 2012 is as followth@nsands):

Employee Infrastructure
Severanci and other Total
Balance at December 31, 2010 $ — $ — $ —
2011 restructuring and other chari 3,59¢ 1,65 5,24¢
Cash payment (3,59¢) — (3,59¢)
Non-cash item: — (267) (267)
Balance at December 31, 20 — 1,397 1,39:
2012 restructuring and other chari 2,36¢ 161 2,52¢
Cash payment (450 (1,397) (1,84%)
Non-cash item: — (139 13¢
Balance at December 31, 20 $ 1,91 $ 28 $1,94]

NOTE 13 — BENEFIT PLAN

The Company maintains a 401(k) retirement savirgs fhat allows voluntary contributions by all eiwyptes upon their hire date.
Eligible employees may elect to contribute up ® tiaximum amount allowed under Internal RevenugiGeregulations. The Company can
make discretionary contribution under the 401(lanplDuring the years ended December 31, 2012, 20d 2010, the Company contributed
approximately $1.6 million, $1.5 million and $1.3llian, respectively, to the Plan.

NOTE 14 — INCOME TAXES
The components of total income (loss) before inctames are as follows (in thousands):

Years ended December 3.

2012 2011 2010
u.s. $(24,63)) $ 18,07( $108,49¢
Foreign (10,35) (27,389 (5,079
Total income before income tax $(34,989 $ (9,319 $103,42!

The provision for (benefit from) income taxes cateil of the following (in thousands):

Years ended December 3.

2012 2011 2010
Current:
U.S. federa $ (25¢€) $ 4,51¢ $37,04-
Foreign 8,25: 8,09: 9,62¢
State and loce 69 (102) 7,62¢
Total current 8,06¢ 12,50¢ 54,30(
Deferred:
U.S. federa (13,150 (1,73)) (8,06¢)
Foreign (9817) (544 (2,059
State and loce 1,301 (24%) 1,90¢
Total deferrec (12,830) (2,529 (8,227
Provision for income taxe $ (4,764 $ 9,98¢ $46,07¢
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Deferred income taxes reflect the net tax effettemporary differences between the carrying amofiassets and liabilities for financ
reporting purposes and the amounts for income tiapgses.

Significant components of the company’s deferredassets and liabilities are as follows (in thowsan

December 31

2012 2011
Deferred tax assets

Net operating loss carryforwar $ 10,91¢ $ 9,38¢

Research tax crec 4,23¢ 1,63¢

Foreign tax credi 6,52¢ —

Expenses not currently deductil 20,57 17,76¢

Capitalized research and development ¢ 1 1
Gross deferred tax ass: 42,25: 28,79:
Valuation allowanct (14,587) (7,196
Net deferred tax asse 27,66¢ 21,59¢
Deferred tax liabilities

Acquired intangible assets, forei (4,097%) (5,569

Unremitted earnings of foreign subsdiai (295) —
Net deferred tax asse $ 23,27: $16,03:

At December 31, 2012 and 2011, the Company haduatien allowance of $14.6 million and $7.2 millimespectively, related to state
tax attributes, foreign jurisdiction losses, caditases and impairment on marketable securitiasttte Company believes to be not realizable
on a more-likely-than-not basis. The increase of $illion in the valuation allowance in 2012 wasgedprimarily to state and foreign tax
attributes which the Company asserts to be noizedaeé.

A reconciliation of the statutory U.S. federal ino® tax rate to the Company’s effective tax ratsi$ollows:

Years Ended December 31

2012 2011 2010
U.S. federal statutory rate 35.(% 35.(% 35.(%
State, net of federal bene (3.9 3.8 9.2
Stocl-based compensation expel 1.8 (9.2 1.7
Tax exempt interes 0.t 3.t 0.3
Research tax credit and ott — 12.7 (1.2
Foreign withholding ta: (22.7) (85.2) 9.C
Foreign losses not benefit (10.9) 19.c 175
Foreign tax rate differenti 1.1 7.4 (1.9
Foreign tax credi 18.7 76.2 (8.5)
Non-deductible acquisition cos (1.5 — —
Goodwill impairment — (168.9) —
Others (2.9) (1.9 (0.9
Total 13.5% (107.9% 44.%

As of December 31, 2012, the Company had fedetadperating loss carryforwards of approximatelyédmillion and state net operating
loss carryforwards of approximately $114.2 millidfost of the federal and state net operating lass/forwards are carried over from the
acquired entities, Digital Optics Corporation in
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2006 and Siimpel Corporation in 2010 with a nomaemalount generated from the current year loss. Tbpsrting loss carryforwards, if not
utilized, will begin to expire on various dates lmeng in 2013, and will continue to expire throu2®32. In addition, the Company has
research tax credit carryforwards of approxima®&ly6 million for federal purposes, which will stéstexpire in 2013, and will continue to
expire through 2024. As a result of the JanuarnBZHactment of the American Taxpayer Relief Ac2@f2, which retroactively restored the
federal research tax credit for 2012, the resetmcloredit for 2012 is approximately $1.0 milliondawill be recorded in the first quarter of
2013. The Company also has research tax creditfoanards of approximately $3.7 million for staterposes and $1.3 million for foreign
purposes, which will never expire. The Company$&8§ million of foreign tax credit carryforwards igh will expire beginning in 2022.
Under the provisions of the Internal Revenue Csdbstantial changes in the Company or its subg&diamwnership may limit the amount of
net operating loss and research tax credit camgads that can be utilized annually in the futureffset taxable income. The Company plans
to permanently reinvest the unremitted earningssafon-U.S. subsidiaries except for the Compatsgraeli subsidiary where the Company has
announced its intention to close its Tel Aviv fagil The Company has accrued a deferred tax ligtmoli $0.3 million for the withholding taxes
that would arise on the distribution of the Israelbsidiary’s earnings.

As of December 31, 2012, unrecognized tax benafipsoximated $4.8 million (included in other lotegm liabilities on our Consolidat
Balance Sheet), of which $3.6 million would affdwt effective tax rate if recognized. As of Decentiie 2011, unrecognized tax benefits
approximated $3.8 million, of which $2.5 million wid affect the effective tax rate if recognized. #&dDecember 31, 2012, it is reasonably
possible that unrecognized tax benefits may deerbp$2.3 to $2.4 million in the next 12 months tluéhe expected lapse of statute of
limitation relating to federal research tax creftiteign tax incentives and the conclusion of &igm tax examination.

The reconciliation of our unrecognized tax bendbitsthe year ended December 31, 2012, 2011 an@ &0Ms follows (in thousands):

Years Ended December 31

2012 2011 2010
Total unrecognized tax benefits at January 1 $3,77( $4,837 $4,53:
Gross increases and decreases due to tax pog#ikersin prior period 822 87 —
Gross increases and decreases due to tax pog#kersin the current peric 23¢ 52C 47€
Gross increases and decreases due to settlemémtsuwing authoritie: — (967) —
Gross increases and decreases due to lapses icehppbktatutes of limitatior — (713) (172)
Total unrecognized tax benefits at Decembe $4,831 $3,77( $4,837

It is the Company’s policy to classify accrued et and penalties related to unrecognized taxfiteiethe provision for income taxes.
For the years ended December 31, 2012, 2011 ar®)j #81 Company recognized an insignificant amodimterest and penalties related to
unrecognized tax benefits. For the years endedrbleee31, 2012 and 2011, the Company accrued $0ibmand $0.3 million, respectively,
of interest and penalties related to unrecogniagdenefits.

At December 31, 2012, the Company’s 2008 throudt?228x years were open and subject to potentiah@ation in one or more
jurisdictions. In addition, in the U.S., any neeogting losses or credits that were generatediam pears but utilized in the open years may
be subject to examination. The Company is curramiyer examination in the U.S. on its 2008 and 2@88%eturns and in Israel on a subsid
liquidation from 2007. We cannot estimate the onte®f the U.S. and foreign examinations. The Comjisnot currently under state income
tax examination.
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NOTE 15 — COMMITMENTS AND CONTINGENCIES
As of December 31, 2012, future minimum lease paymand purchase obligations are as follows (inshads):

Lease Purchase Total

Obligations Obligations Obligations
2013 $ 4,841 $ 1,33t $ 6,17¢
2014 4,01¢ — 4,01¢
2015 2,72¢ — 2,72¢
2016 1,651 — 1,651
2017 1,20¢ — 1,20¢
Thereaftel 24( — 24(

$ 14,68: $ 1,33¢ $ 16,01¢

The Company leases office and research facilitielscdfice equipment under operating leases whigiirexat various dates through 2018.
The amounts reflected in the table above are atigregate future minimum lease payments undecaicellable facility and equipment
operating leases. Under lease agreements thaircestzalating rent provisions, lease expense wded on a straight-line basis over the lease
term. Rent expense for the years ended Decemb@032, 2011 and 2010 amounted to $4.1 million, $3llion and $2.9 million,
respectively.

In addition, the Company has agreements contaimimgancelable, nonrefundable payments terms with fharties to purchase servic

Contingencies

The Company cannot predict the outcome of any®ptioceedings described below. An adverse decisiany of these proceedings
could significantly harm the Company’s business emasolidated financial position, results of opieras and cash flows.

Powertech Technology Inc. v. Tessera, Inc., Civitidn No. 4: 1(-00945-CW (N.D. Cal.) and U.S. Court of Appeals tbe Federal Circuit
Case No. 2010-1489

On March 5, 2010, Powertech Technology Inc. (“PTil§d a complaint against Tessera, Inc. in thetéthStates District Court for the
Northern District of California seeking a declargtiudgment of noninfringement and invalidity ofSeera, In‘s U.S. Patent No. 5,663,106.
On March 22, 2010, the case was relatefiieonware Precision Industries, Co., Ltd v. Teasénc., Civil Action No. 4:08-cv-03667-CW
(N.D. Cal.), and assigned to the judge presidingr dat action.

On April 1, 2010, Tessera, Inc. filed a motion tsniiss the complaint for lack of subject mattergdiction. On June 1, 2010, the judge
granted Tessera, Inc.’s motion, and dismisseddtiera

On June 29, 2010, PTI filed a motion seeking reictemation of the June 1, 2010 order dismissingaitt®n. On August 3, 2010, PTI's
motion was denied.

On August 6, 2010, PTI filed a notice of appealvtite U.S. Court of Appeals for the Federal CircDih September 30, 2011, the Fec
Circuit issued an opinion reversing and remandiggdase to the district court, determining thatdlveas declaratory judgment jurisdiction.
Tessera, Inc. filed a petition for rehearing on Blober 14, 2011. The Federal Circuit denied Tessgeds petition for rehearing on January 5,
2012. On January 19, 2012, the Federal Circuiedsts judgment and the case was remanded to $trécticourt. On December 15, 2011, the
district court case was relatedRowertech Technology Inc. v. Tessera,.|r€ivil Action No. 4:11-06121-CW (N.D. Cal.), disssed below.
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The district court held a Case Management Conferenclanuary 4, 2012. The court issued a MinuteiCadd Case Management Order
dated January 4, 2012, setting, among other thanégt discovery cut-off date of January 18, 2GiR] a trial date of April 7, 2014.

On May 16, 2012, the Court entered an order thaiedePTI's motion to strike as to one of Tessema,'$ affirmative defenses, granted
PTI's motion to strike with leave to amend as teesal other affirmative defenses asserted by Tas$ee., and granted PTI's motion to strike
as to one of Tessera, Inc.’s affirmative defenstding that Tessera, Inc. may move to amend tdlatdlefense if circumstances change.
Tessera, Inc. filed an amended answer on May 22.20

On June 29, 2012, PTI sent a letter to Tesseraplnporting to terminate the TCC License Agreenaendf June 30, 2012.

On July 30, 2012, Tessera, Inc. provided PTI witto@enant not to sue, or otherwise hold liable, &Tits customers under certain clai
of U.S. Patent No. 5,663,106 in connection withaiarPTI-manufactured products.

On August 9, 2012, Tessera, Inc. moved for sumnualyment on the ground that as a matter of lawase ©r controversy exists
sufficient to support PTI's claims because of theenant and because the parties’ rights and oldigmtio not turn on infringement or validity
of the Tessera, Inc. patent that forms the basisTos claims.

On September 18, 2012, the Patent Office issuezk grarte reexamination certificate in which certailginal claims were cancelled frc
U.S. Patent No. 5,663,106, and certain new claierewdded.

On October 1, 2012, Tessera, Inc. provided PTI wittupplemental covenant not to sue, which amamgr ¢hings, extended the coven
to PTI's subsidiaries and made clear that Tessecawill not contend that PTI is obligated to payalties based on infringement of U.S.
Patent No. 5,663,106.

On October 2, 2012, PTI filed a motion for entnjudgment under Federal Rule of Civil Procedurebb4gking the court to enter
judgment that certain claims of U.S. Patent No63,806 that were subject to reexamination are idv

Powertech Technology Inc. v. Tessera, Inc., Civitdn No. 4:1-06121-CW (N.D. Cal.)

On December 6, 2011, PTI filed a complaint agalestsera, Inc. in the U.S. District Court for therfdern District of California. PTI's
complaint seeks a declaratory judgment that PTlh@sight to terminate its license with Tessena, ks of December 6, 2011. The complaint
also seeks damages for breach of contract in tlreianof all royalties paid to Tessera, Inc. sinez&@mber 7, 2007, purportedly totaling at
least $200 million, in addition to an accounting™dfl’'s damages, an accounting of Tessera,drrevenue from PTI, prejudgment interest, ¢
and fees, and other relief deemed proper. Tesserajisagrees with the assertions made by PTiaércomplaint regarding breach of contract,
and believes the likelihood that Tessera, Inc. beélrequired to return already-paid royalties maote.

On December 15, 2011, the case was relat@bigertech Technology Inc. v. Tessera,.IrCivil Action No. 4:10-00945=W (N.D. Cal.),
discussed above.

On December 30, 2011, Tessera, Inc. filed a mdtatismiss the complaint for failure to state damlapon which relief can be granted
and a special motion to strike pursuant to Calidsnanti-SLAPP statute. The Court denied Tesdara's motions on May 21, 2012.
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The district court held a Case Management Conferenclanuary 4, 2012. The court issued a MinuteiCadd Case Management Order
dated January 4, 2012, setting, among other thanégt discovery cut-off date of January 18, 2848 a trial date of April 7, 2014.

On June 3, 2012, PTI filed an amended complainhagaessera, Inc., adding claims for fraud ancedepatent misuse, and a
declaratory judgment interpreting PTI's licenseesggnent with Tessera, Inc. In addition to the dammageight by PTI’s original complaint, the
amended complaint seeks punitive damages for ftaathination of the Tessera, Inc. license as ot&aper 24, 2010, recovery of all royalties
paid on wBGA products since September 24, 2010 aanarder “enjoining Tessera, Inc. and directirgt fressera, Inc. may not proceed
against any party,... under any Tessera Patent asddfy Exhibit A to the TCC License with all amemehts, supplements, and additions
through September 28, 2010 until Tessera hasplaist PTI all of the royalties paid on wBGA produbisPTI since September 24, 2010,
presently estimated to be $40 million.” Tessera, fied a motion to dismiss PTI’'s claim for patenisuse and to strike portions of PTI's claim
for fraud on June 19, 2012. On August 10, 2012Cbert granted in part and denied in part Tessecas motion, specifically dismissing the
patent misuse claim and striking the fraud claind granted PTI leave to file an amended and suppiéahcomplaint.

On June 29, 2012, PTI sent a letter to Tesseraplnporting to terminate the TCC License Agreenaendf June 30, 2012.

On August 24, 2012, PTI filed a third amended caimp! In addition to the claims and recovery aligeits earlier complaints, the third
amended complaint contained an amended fraud elaithan amended patent misuse claim. The new filaird sought damages at least in the
amount of the royalty payments made to Tesseraafiter December 7, 2007, and punitive damagesn&hepatent misuse claim asked for
declarations that Tessera has engaged in patensenithat the agreement is unenforceable againstrRil Tessera, Inc. has purged the patent
misuse, and that the Tessera, Inc. patents ardarneable against PTI until Tessera, Inc. has plitge patent misuse. Tessera, Inc. answere
that complaint on September 10, 2012. Also on Sejpte 10, 2012, Tessera, Inc. filed counterclaingreg PTI for breach of contract, breach
of the implied covenant, fraud, negligent misrepration, declaratory judgment of indemnificatiand declaratory judgment regarding PTI's
asserted termination of the agreement.

On July 20, 2012, PTI filed a motion for summargigment on PTI’s first claim for relief in this cag@n August 9, 2012, Tessera, Inc.
filed an opposition to PTI's motion and filed itano motion for summary judgment on P3First, second and third claims on the ground, rag
others that under the unambiguous language ofgteement Tessera, Inc. did not breach the agredmsdiling and pursing its claims in the
‘630 ITC Action.

On September 20, 2012, the court heard argumer®§ ba July 20, 2012 summary judgment motion andsEea, Inc.’s August 9, 2012
summary judgment motions and took the motions usdbmission. On October 2, 2012, the parties sttpdito the court’s taking the motions
off calendar, and that same day, the court ent@nestrder taking the motions off calendar until sdake as the court determines the motions
should be decided or the presently-set date fatifrgeaummary judgment motions of December 5, 2013.

On Oct. 23, 2012, the Court granted PTI leaveléoits fourth amended and supplemental complaifitsFourth amended complaint
adds an allegation to PTI's claim for declaratalyef seeking the recovery and return of royaltympants made to Tessera, Inc. from at least
March 2010 in an amount exceeding $130 million ematinues to seek the recovery sought in PTI'sittmended complaint.

Contingency fee dispute for the case of Tesserahf@togies, Inc. v. Hynix Semiconductor Inc. et. aase No. 1-06-CV-076688 (Cal.
Super. Ct.)

Tessera Technologies, Inc. has a dispute witloitaér counsel Susman Godfrey L.L.P. (“Susman”) dlkeramount due to Susman, if
any, as a contingency fee for Susman’s work imtagter ofTessera Technologies, Inc. v. Hynix SemiconduamiSusman has requested
arbitration of the dispute. No arbitration date basen scheduled.
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Other Litigation Matters

In addition to the foregoing matters, the Compamy iés subsidiaries are involved in other litigatimatters and claims in the normal
course of business. In the past, the Company arsiiisidiaries have litigated to enforce their eeipe patents and other intellectual property
rights, to enforce the terms of license agreemémtstotect trade secrets, to determine the vglahid scope of the proprietary rights of others
and to defend against claims of infringement oalidity. The Company expects it or its subsidiarg be involved in similar legal
proceedings in the future, including proceedinggrding infringement of its patents and proceedtogmnsure proper and full payment of
royalties by licensees under the terms of its beemgreements.

These existing and any future legal actions maynteither or both of the Company’s business segmeantsmay hinder the Company’s
ability to independently optimize each businessreag. For example, they could cause an existirgn$iee or strategic partner to cease makin
royalty or other payments to the Company, or tdlehge the validity and enforceability of patentsned by the Company’s subsidiaries or the
scope of license agreements with the Company’sidiabies, and could significantly damage the Conymrelationship with such licensee or
strategic partner and, as a result, prevent thptamtoof the Company’s other Intellectual PropemtyDigitalOptics technologies by such
licensee or strategic partner. Litigation couldasverely disrupt or shut down the business opesabf licensees or strategic partners of the
Company’s subsidiaries, which in turn would sigrafitly harm ongoing relationships with them andseatihe Company to lose royalty
revenues.

The costs associated with legal proceedings aieayhigh, relatively unpredictable and not coetely within the Company’s control.
These costs may be materially higher than expeuwtkith could adversely affect the Company’s opamatesults and lead to volatility in the
price of its common stock. Whether or not determiiimethe Company favor or ultimately settled, litigation divertsamagerial, technical, leg
and financial resources from the Company’s busiopssations. Furthermore, an adverse decisionyrofithese legal actions could result in a
loss of the Company'’s proprietary rights, subjaet Company to significant liabilities, require @iempany to seek licenses from others, limit
the value of the Company’s licensed technologytbevise negatively impact the Company’s stockepdcits business and consolidated
financial position, results of operations and ciaivs.

NOTE 16 — SEGMENT AND GEOGRAPHIC INFORMATION

The Company has two reportable segments: Intelié&roperty and DigitalOptics. In addition to thesportable segments, the Tessera
Global Services (formally referred to as Corpof@ateerhead) division includes certain operating an®thmat are not allocated to the reportable
segments because these operating amounts arensidex@d in evaluating the operating performanaa®fCompany’s business segments.

Our President and Chief Executive Officer is als® €hief Operating Decision Maker (“CODM4} defined by the authoritative guida
on segment reporting. Additionally, each segmestitsaown president. The Company reorganized iertang units to align with the vision of
the CODM, such as the inclusion of development@oduct commercialization efforts related to tHergtiair cooling technology in the
DigitalOptics segment instead of the Intellectuadd@rty segment. Prior year amounts have beentrecasnform to current year presentation.

The Intellectual Property segment, managed by Tasaeellectual Property Corp., generates revenum fnanufacturers and other
implementers that use our technology. The segmehtdes Tessera, Inc. and Invensas. Tessera,itmegred chip-scale packaging solutions,
which it licenses to the semiconductor industryelmsas develops and acquires interconnect soluiathéntellectual property in areas such as
mobile computing and communications, memory and dtdrage, and 3DIC technologies.

DigitalOptics Corporation and its subsidiaries (“DQ operate the DigitalOptics segment. DOC desigms$ manufactures imaging
systems for smartphones, generating revenue thipregtuct sales and software
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license fees and royalties. DOC'’s expertise inagpttamera modules, MEMS, and image processindeeitdb deliver products that expand
the boundaries of smartphone photography. DOCdifsos customized micro-optic lenses, which mayude DOEs, ROEs and/or IMOS.

The Company does not identify or allocate assetepgrtable segment, nor does the CODM evaluatatage segments using discrete
asset information. Reportable segments do not deater-segment revenues and accordingly theraame to report. The Company does not
allocate other income and expense to reportabi@msets. Although the CODM uses operating incomev&duate reportable segments,
operating costs included in one segment may beotbidr segments.

The following table sets forth the Company’s segtmenenues, operating expenses and operating indos® for the years ended
December 31, 2012, 2011 and 2010 (in thousands):

Years Ended December 31

2012 2011 2010
Revenues
Intellectual Property Segmel
Royalty and license fee $168,09° $213,41: $264,03(
Past production fee 24,72¢ — —
Product and service revent 66 — —
Total Intellectual Property revenu 192,89:. 213,41. 264,03(
DigitalOptics Segmen
Royalty and license fet 14,42¢ 23,78¢ 15,59:
Product and service revent 26,707 17,37t 21,77(
Total DigitalOptics revenue 41,13 41,16¢ 37,36:
Total revenue: 234,02: 254,57t 301,39!
Operating expense
Intellectual Property Segme 97,98 81,49: 57,30!
DigitalOptics Segmer 129,87 138,07: 97,46
Corporate Overheg 47,02: 46,96¢ 45,80«
Total operating expens 274,88 266,53¢ 200,57:
Operating income (loss
Intellectual Property Segme 94,90¢ 131,91¢ 206,72¢
DigitalOptics Segmer (88,74¢) (96,909 (60,109
Corporate Overhee (47,027 (46,96¢) (45,809
Total operating income (los $(40,86)) $(11,959 $100,82:

A significant portion of the Company’s revenuesdésived from licensees headquartered outside dfitBe principally in Asia, and it is
expected that these revenues will continue to atdou a significant portion
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of total revenues in future periods. The table Wwdlsts the geographic revenues information forttiree years ended December 31, 2012, .
and 2010 (in thousands):

Year Ended December 31

2012 2011 2010
u.s. $105,30: 45%  $ 73,54¢ 2%  $ 86,14¢ 29%
Korea 40,29¢ 17% 43,82: 17% 39,89 13%
Taiwan 27,17¢ 12% 74,391 29% 81,17: 27%
Japar 26,89¢ 11% 32,27¢ 13% 43,92¢ 15%
China 19,55¢ 8% 6,71¢ 3% 6,51( 2%
Other Asia 8,64( 4% 9,94¢ 4% 24,29: 8%
Europe and othe 6,15( _ 3% 13,86¢ _ 5% 19,45/ 6%

$234,02.  100%  $254,57t  100%  $301,3%  100%

For the years ended December 31, 2012, 2011 ar@®j #0&e, two and two customers, respectively, @aclounted for 10% or more of
total revenues.

For the years ended December 31, 2012, 2011 ar® pédperty and equipment, net are presented bigjogeographic area (in
thousands):

Years Ended December 31

2012 2011 2010
U.S. $39,46° $35,08: $40,59:
Taiwan 18,17¢ 15€ —
China 11,03¢ — —
Israel 1,83¢ 27¢ 26¢€
Asia Pacific and othe 2,02¢ 802 1,261
Total $72,54: $36,31¢ $42,12:

NOTE 17 — RELATED PARTY TRANSACTIONS

In 2007, the Company licensed its OptiML wafer-les@mera technology and SHELLCASE wafevel packaging solutions to NemoT
Technologie S. A. (“NemoTek”), a supplier of camecdéutions for the cell phone market. As of Decengife 2012 and December 31, 2011,
the Company had an investment of approximately $#ldon in NemoTek at each period end, which regreed less than a 10 percent holdin
in NemoTek. Revenues from NemoTek were less tharpencent of total revenues and were not signififarthe year ended December 31,
2012 and 2011. The accounts receivable balancefremoTek was not significant at December 31, 20i®Recember 31, 2011.

Since 2008, Tessera, Inc. has engaged 3LP AdJis@g“3LP”") to assist with the identification an@@uisition of patents. In 2011 and
2012, 3LP expanded its advisory services by progidirategic advice to Invensas Corporation anddrasintellectual Property Corp. as well.
A managing partner of 3LP, Mr. Kevin G. Rivetteaisnember of the Board and has a non-majority ostngilinterest in 3LP. For the years
ended December 31, 2012 and 2011, the Companymeeagoperating expense of $2.3 million and $3.Mioni respectively, related to these
engagements. At December 31, 2012 and 2011, tleeiatscpayable balance due to 3LP was $0.2 millrah%2.0 million, respectively.

NOTE 18 — SUBSEQUENT EVENT

On January 30, 2013, the Board declared a castietigiof $0.10 per share of common stock for the fjuarter, payable on March 28,
2013, for the stockholders of record at the clddeusiness on March 7, 2013.
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On February 20, 2013 the International Court ofitkaltion of the International Chamber of Commesuid an award in favor of
Tessera, Inc. in its dispute with Amkor Technololgg. (“Amkor”). Tessera, Inc. cannot predict thregise amount or the timing of Amkor’s
payment. The next phase of this arbitration wildlve calculations by damages experts to determhiagrecise amount owed.
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(2) Financial Statement Schedules

Deferred income tax ass
Valuation allowanct
2010

2011

2012

Schedule Il — Valuation and Qualifying Accounts

for the Years Ended December 31, 2012, 2011 and 201

Balance a Charged
(Credited)
Beginning Charged Balance
(Credited) to Other at End
of Year to Expense Accounts of Year
$ 5,60¢ $ (2,595 $ — $ 3,011
3,011 4,18¢ — 7,19¢
7,19¢ 6,454 93< 14,58:
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, as ameffifhed'Exchange Act”), the
registrant has duly caused this report to be sigmeits behalf by the undersigned, thereunto dutharized.

Dated: March 1, 2013

T ESSERAT ECHNOLOGIES, | NC.

By: /s/ ROBERTA. Y OUNG
Robert A. Young
President and Chief Executive Offic

POWER OF ATTORNEY

Each person whose individual signature appears\bleémeby authorizes and appoints Robert A. Yourtg@nRichard Neely, Jr., and
each of them, with full power of substitution amgubstitution and full power to act without theesthas his true and lawful attorney{act anc
agent to act in his name, place and stead andetmugxin the name and on behalf of each persoivjdindlly and in each capacity stated bel
and to file any and all amendments to this Annugbdtt on Form 10-K, and to file the same, withexhibits thereto, and other documents in
connection therewith, with the Securities and ExgfgaCommission, granting unto said attorneys-it-dad agents, and each of them, full
power and authority to do and perform each andyeaetrand thing, ratifying and confirming all treatid attorneys-in-fact and agents or any of
them or their or his substitute or substitutes magyfully do or cause to be done by virtue thereof.

Pursuant to the requirements of the Exchange Aistréport has been signed below by the followiagspns on behalf of the registrant
and in the capacities and on the dates indicated.

Signature Title Date
/s/ ROBERTA. Y OUNG President, Chief Executive Officer and Director March 1, 2013
Robert A. Young (Principal Executive Officer
/s/ C.RcHARD N EELY, JR. Executive Vice President and Chief Financial March 1, 2013
C. Richard Neely, Jr. Officer (Principal Financial and Accounting
Officer)
/s/ ROBERTJ. BOEHLKE Chairman of the Board of Directors March 1, 2013

Robert J. Boehlke

/sl JoHNB. G oODRICH Director March 1, 2013
John B. Goodrich
/sl RICHARD S. HILL Director March 1, 2013
Richard S. Hill
/s/  DAviD C. N AGEL Director March 1, 2013
David C. Nagel
Director

Kevin G. Rivette
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Signature

/s/  TIMOTHY J. STULTZ Director
Timothy J. Stultz

/s| ANTHONY J. TETHER Director
Anthony J. Tether

Title

Date

March 1, 2013

March 1, 2013
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(3) Exhibits

The exhibits listed on the accompanying index toilgits in Item 15(b) below are filed as part of fareby incorporated by reference i
this Report.

Exhibit
Number Exhibit Title
2.1** Asset Purchase Agreement, dated October 31, 290 dbetween Tessera Technologies, Inc. and 3bellt.td. (filed as
Exhibit 2.1 to the Registra's Current Report on Forn-K, filed on November 1, 2005, and incorporated tmelbg reference
2.2%* Agreement and Plan of Merger, dated as of Julyp@62among Tessera Technologies, Inc., Dalton Asitipm Corp., Digita
Optics Corporation and Carolinas Capital Corpe(fias Exhibit 2.1 to the Registrant’s Current ReporForm 8-K, filed on
July 10, 2006, and incorporated herein by referg
2.3** Share Purchase Agreement, dated as of Januar@D, mong Tessera Technologies Hungary Holding, [Ey@squad
GmbH, each of the shareholders of Eyesquad GmbFshadn A. Amir (filed as Exhibit 2.1 to the Reggsit's Current
Report on Form-K, filed on January 31, 2007, and incorporate mebgireference
2.4%* Agreement and Plan of Merger, dated as of JanuBrg@8, among Tessera Technologies, Inc., ForkKerger Sub, Inc
FotoNation, Inc. and Yury Prilutsky, as Stockhotdégent (filed as Exhibit 2.4 to the RegistramXsnual Report on Form
1C-K, filed on February 29, 2008, and incorporated:heby reference
2.5%* Stock and Asset Purchase Agreement, dated Mar201P, by and among, Tessera Technologies, Incitdb@ptics
Corporation and Flextronics International Ltd.€éllas Exhibit 2.1 to the Registrant’s Current ReporForm 8-K, filed
March 2, 2012, and incorporated herein by referg
2.6** Amendment to Stock and Asset Purchase Agreemetei] dane 28, 2012, by and among Tessera Techns|dge,
DigitalOptics Corporation and Flextronics Interoatl Ltd. (filed as Exhibit 2.1 to the RegistranQuarterly Report on Fol
1C-Q, filed on August 3, 2012 and incorporated hebgimeference
2.7** Amendment No. 2 to Stock and Asset Purchase Agneemated September 4, 2012, by and among Tessefmdlogies,
Inc., DigitalOptics Corporation and Flextronicsdmational Ltd. (filed as Exhibit 2.1 to the Reasit’'s Quarterly Report on
Form 1(-Q, filed on November 7, 2012 and incorporated Imebgireference
3.1* Restated Certificate of Incorporati
3.2 Amended and Restated Bylaws, dated September 14, 36 amended August 29, 2012 and December 19,
4.1* Specimen Common Stock Certifice
4.2* Registration Rights Agreement, dated as of Jan8dy2003, by and among the Registrant and the lstddérs party theret
10.1* Form of Indemnification Agreement between the Regig and each of its directors and executive eff
10.2*+ 1991 Stock Option Pla
10.3*+ Amended and Restated 1996 Stock f
10.4%+ 1999 Stock Pla

10.5%+ 2003 Employee Stock Purchase F
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Exhibit
Number

10.6+

10.71*
10.8*

10.91*

10.10t
10.111

10.12*

10.13t
10.14t
10.15¢t
10.16t
10.171

10.18+

10.19t

10.20+

10.21+

10.22+

10.23+

Exhibit Title

Amendment to the Tessera Technologies, Inc. 2008l&ree Stock Purchase Plan (filed as Exhibit 10.thé Registrant’s
Registration Statement on Forr-8, filed June 13, 2008, and incorporated hereirelfigrence

Limited TCC License Agreement, dated as of Oct@2r1996, by and between Tessera, Inc. and IntgddCation

First Amendment to Limited TCC License Agreemeiated as of October 1, 2000, by and between Tedserand Intel
Corporation

Second Amendment to Limited TCC License Agreemasgied as of March 22, 2002, by and between Tedseragnd Intel
Corporation

TCC License Agreement, dated as of May 17, 199aru/between Tessera, Inc. and Samsung ElectrGoicd.td.

First Addendum to Limited TCC License Agreementedaas of November 4, 1998, by and between Tedsersgnd Samsung
Electronics Co., Ltd

Second Addendum to TCC License Agreement, dated &sne 1, 2001, by and between Tessera, Inc. ams&g Electronics
Co., Ltd.

TCC Patent License Agreement, dated as of JanZar3®3, by and between Tessera, Inc. and SeikorEpsrporatior
Patent License Agreement, dated as of Octoberd9B, by and between Tessera, Inc. and Sharp Caimo

Immunity Agreement, dated as of January 24, 2092 between Tessera, Inc., and Sharp Corpor

License Agreement, dated as of January 1, 200antdybetween Tessera, Inc. and Texas Instrumests

Third Amendment to Limited TCC License Agreemeitted as of September 10, 2003, by and betweenréesse. and Intel
Corporation

Restricted Stock Award Agreement, dated as of Déeerh3, 2004, by and between the Registrant an@RBoehlke (filed as
Exhibit 4.1 to the Registrg’s Current Report on Forn-K, filed on December 16, 2004, and incorporatecinelny reference

Restated TCC License Agreement, dated as of Jadu&805, by and between Tessera TechnologiesaittSamsung
Electronics Co., Ltd. (filed as Exhibit 10.3 to tRegistrant’s Quarterly Report on Form 10-Q, fitedMay 13, 2005 and
incorporated herein by referenc

Tessera Technologies, Inc. 2012 Performance Bolausf® Executive Officers and Key Employees (fieesiAppendix A to th
Registrar’s Definitive Proxy Statement, filed on February 2012 and incorporated herein by referer

Fifth Amended and Restated 2003 Equity IncentianPfiled as Appendix A to the Registrant’s Defivgt Proxy Statement,
filed on April 1, 2010, and incorporated hereinrbference’

Form of Stock Option Agreement for the Tessera Meldyies, Inc. Fourth Amended and Restated 2003¥Emcentive Plan
(filed as Exhibit 10.2 to the Registrant’s Registna Statement on Form S-8, filed June 13, 2008,iacorporated herein by
reference

Form of Stock Option Agreement for the Tessera Meldyies, Inc. Fifth Amended and Restated 2003 igdacentive Plan
(filed as Exhibit 10.2 to the Registrant’s Registna Statement on Form S-8, filed August 6, 20| encorporated herein by
reference
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Exhibit
Number

10.24+

10.25+

10.26+

10.27+

10.28+

10.29+

10.30+

10.31+

10.32+

10.33+

10.34+

10.35+

10.36+

10.37+

10.38+

Exhibit Title

Form of Stock Option Agreement (Board) for the BeasTechnologies, Inc. Fifth Amended and Resta®@&8 Equity Incentive
Plan (filed as Exhibit 10.3 to the Registrant’s R&gtion Statement on Form S-8, filed August 6120nd incorporated herein
by reference

Form of Stock Option Agreement (Romania) for theseza Technologies, Inc. Fifth Amended and Res&2268 Equity
Incentive Plan (filed as Exhibit 10.4 to the Regist's Registration Statement on Form S-8, filedydst 6, 2010, and
incorporated herein by referenc

Form of Stock Option Agreement (International) floe Tessera Technologies, Inc. Fifth Amended arada®ed 2003 Equity
Incentive Plan (filed as Exhibit 10.2 to the Regist's Quarterly Report on Form 1D-filed November 4, 2010, and incorpor:
herein by reference

Form of Restricted Stock Agreement for the TesSehnologies, Inc. Fourth Amended and Restated FoQ@y Incentive Pla
(filed as Exhibit 10.3 to the Registrant’s Registna Statement on Form S-8, filed June 13, 2008,iacorporated herein by
reference

Form of Restricted Stock Agreement for the Tes$echnologies, Inc. Fifth Amended and Restated 28ty Incentive Plan
(filed as Exhibit 10.5 to the Registrant’'s Registna Statement on Form S-8, filed August 6, 20| encorporated herein by
reference

Form of Restricted Stock Agreement (Israel) for Tiessera Technologies, Inc. Fifth Amended and Ra$2003 Equity
Incentive Plan (filed as Exhibit 10.6 to the Regist's Registration Statement on Form S-8, filedyést 6, 2010, and
incorporated herein by referenc

Form of Restricted Stock Agreement (Romania) ferTessera Technologies, Inc. Fifth Amended andaRs2003 Equity
Incentive Plan (filed as Exhibit 10.7 to the Regist's Registration Statement on Form S-8, filedyést 6, 2010, and
incorporated herein by referenc

Form of Deferred Stock Agreement for the Tessehmelogies, Inc. Fourth Amended and Restated 2@Q&EIncentive Plan
(filed as Exhibit 10.4 to the Registrant’s Registna Statement on Form S-8, filed June 13, 2008,iacorporated herein by
reference

Form of Deferred Stock Agreement for the Tessehiielogies, Inc. Fifth Amended and Restated 2008t dncentive Plan
(filed as Exhibit 10.8 to the Registrant’s Registna Statement on Form S-8, filed August 6, 201(@] encorporated herein by
reference

Form of Deferred Stock Agreement (Performance Yigtior the Tessera Technologies, Inc. Fifth Amehaed Restated 2003
Equity Incentive Plan (filed as Exhibit 10.9 to tRegistrant’s Registration Statement on Form Si&] August 6, 2010, and
incorporated herein by referenc

Form of Deferred Stock Agreement (Ireland) for Tressera Technologies, Inc. Fifth Amended and Ra$t2003 Equity
Incentive Plan (filed as Exhibit 10.10 to the Rémgist’'s Registration Statement on Form S-8, filadyAst 6, 2010, and
incorporated herein by referenc

Form of Deferred Stock Agreement (Israel) for tles3era Technologies, Inc. Fifth Amended and Res2063 Equity Incentiv
Plan (filed as Exhibit 10.11 to the Registrant'gR&ation Statement on Form S-8, filed August@® @ and incorporated herein
by reference

Form of Deferred Stock Agreement (Internationaf)tfee Tessera Technologies, Inc. Fifth AmendedRestated 2003 Equity
Incentive Plan (filed as Exhibit 10.1 to the Regist's Quarterly Report on Form 1D-filed November 4, 2010, and incorpor:
herein by reference

Tessera Technologies, Inc. International EmployteekSPurchase Plan (filed as Exhibit 10.7 to thgiReant's Registration
Statement on Form-8, filed June 13, 2008, and incorporated hereirelfigrence

Form of Severance Agreement with the Registranisetive officers (filed as Exhibit 10.3 to the Reant's Current Report on
Form &K, filed on April 3, 2009, and incorporated heréinreference
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Exhibit
Number

10.39+

10.40+

10.41+

10.42+

10.43+

10.44+

10.45+
10.46+

10.47+

10.48+
10.49+

211
23.1
24.1
311
31.2
32.1

101.INS

101.SCH
101.CAL
101.DEF

Exhibit Title

Form of Amended and Restated Change in Controlrf@aee Agreement with the Registrant’s executiveeefs (filed as
Exhibit 10.4 to the Registre’s Current Report on Forn-K, filed on April 3, 2009, and incorporated herbynreference

Amendment to Change in Control Severance Agreemithtthe Registrant’s executive officers (filedEshibit 10.1 to the
Registrar’'s Quarterly Report on Form -Q, filed on May 5, 2011, and incorporated hereinrdfgrence

Employment Letter, dated October 24, 2008, by astd/ben the Registrant and Bernard J. Cassidy @iselxhibit 10.45 to
the Registrars Annual Report on Form -K, filed on February 25, 2010, and incorporatecelreby reference

Separation and Consulting Agreement, dated MayQ11, by and between the Registrant and Henry Ehitdt (filed as
Exhibit 10.2 to the Registre’'s Quarterly Report on Form -Q, filed on August 5, 2011, and incorporated hebgimeference

Employment Letter, dated August 15, 2012, by arid/éen the Registrant and C. Richard Neely, Jedfds Exhibit 10.1 to
the Registrar's Quarterly Report on Form -Q, filed on November 7, 2012, and incorporated indog reference

Separation Agreement, dated August 14, 2012, bybatwleen the Registrant and Michael Anthofer (fasdExhibit 10.2 to
the Registrar's Quarterly Report on Form -Q, filed on November 7, 2012, and incorporated indng reference

Revised Employment Letter, dated October 3, 20§ 2ru between the Registrant and Robert A. Yc¢

Settlement Agreement and General Release, dateshiber 11, 2012, by and between the Registrant armhf Bob
Roohparva

Consulting Agreement, dated December 11, 2012 ndybatween Tessera Global Services, Inc., a wieltyed subsidiary of
the Registrant, and Farzan Bob Roohpa

Settlement Agreement and General Release, datedrdabb, 2013, by and between the Registrant aoldaRi Chernicof

Consulting Agreement, dated January 15, 2013, bybatween Tessera Global Services, Inc., a whaeliyeal subsidiary of
the Registrant, and Richard Chernic

List of subsidiarie!

Consent of PricewaterhouseCoopers LLP, IndeperiRlegistered Public Accounting Fir

Power of Attorney (see signature page to this AhRegort on Form 1-K)

Certification of the Chief Executive Officer pursuido Rule 13-14(a) of the Securities Exchange Act of 1!
Certification of the Chief Financial Officer pursuao Rule 13-14(a) of the Securities Exchange Act of 1!

Certification of the Chief Executive Officer andi€hFinancial Officer pursuant to Rule 13a-14(b}té Securities Exchange
Act of 1934 and 18 U.S.C. Section 1350, as adoptesuant to Section 906 of the Sarbi-Oxley Act of 200z

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxomony Extension Definition Linkbase Docurh
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Exhibit
Number Exhibit Title
101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

t Confidential treatment has been granted as toingrtations of this agreemet
+  Indicates a management contract or compensatomygolarrangemen

* Filed as exhibits to Tessera Technologies, InRegjistration Statement on Form S-1 (SEC File 88-808518), effective November 12,
2003, and incorporated herein by referei

**  The exhibits and schedules to this agreemenehaen omitted in reliance on Item 601(b)(2) of Ration S-K promulgated by the SEC,
and a copy thereof will be furnished supplementilthe SEC upon its request. You are cautionetkhigarepresentations and warranties
set forth in this agreement are qualified by theteedules, and should not be relied upon as aecaratomplete without reference to
those schedule
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AMENDED AND RESTATED BYLAWS
OF
TESSERA TECHNOLOGIES, INC.

(as amended and restated September 14, 2011, astfier amended
on August 29, 2012 and December 19, 2012)

ARTICLE I.
CORPORATE OFFICES

11 REGISTERED OFFICE

The registered office of the corporation shallbéhe City of Wilmington, County of New Castle a&t of
Delaware. The name of the registered agent ofdah@ocation at such location is The Corporation TZempany.

1.2 OTHER OFFICES

The board of directors may at any time establiblerooffices at any place or places where the catfum is
gualified to do business.

ARTICLE II.
MEETINGS OF STOCKHOLDERS

2.1 PLACE OF MEETINGS

Meetings of stockholders shall be held at anyglagthin or outside the State of Delaware, degsgphay the
board of directors. In the absence of any suclgdasion, stockholdergheetings shall be held at the registered offic
the corporation.

2.2 ANNUAL MEETING

The annual meeting of stockholders shall be hatthegear on a date and at a time designated Hyotdre of
directors. Any previously scheduled annual meedihtpe stockholders may be postponed by resolutidhe board of
directors upon public notice given prior to theedpteviously scheduled for such annual meetingg@fstockholders. At
the meeting, directors shall be elected and angraqifoper business may be transacted.

2.3 SPECIAL MEETING

A special meeting of the stockholders may be dakeany time by the board of directors, or by gomiy of the
members of the board of directors, or by a committethe board of directors which has been dulygihesed by the
board of directors and whose powers and auth@syrovided in a resolution of the board of direstar in these
bylaws, include the power to call such meetings sbich special meetings may not be called by amgrgierson or
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persons. Any previously scheduled special meetinigeostockholders may be postponed by resoluticgheoboard of
directors upon public notice given prior to theedpteviously scheduled for such special meetinp@stockholders.
Business transacted at special meetings shalliféned to the purpose or purposes stated in thieanof the meeting.

2.4 NOTICE OF STOCKHOLDERSMEETINGS

All notices of meetings with stockholders shallibevriting and shall be sent or otherwise givemaatordance
with Section 2.5 of these bylaws not less thamt@mmore than 60 days before the date of the ngpéatieach
stockholder entitled to vote at such meeting. Toiece shall specify the place, date, and hour efrtieeting, and, in the
case of a special meeting, the purpose or purgosagich the meeting is called.

2.5 ADVANCE NOTICE OF STOCKHOLDER NOMINEES

(@) Proper Nominations; Who May Make Nomioasi. Only persons who are nominated in accordanc
with the procedures set forth in this Section 2&llse eligible for election as directors. Nomioas of persons for
election to the board of directors of the corpamatinay be made at an annual meeting of stockhotdeata special
meeting (but only if the election of directors isatter specified in the notice of meeting giverobyat the direction of
the board of directors or other person calling sspcial meeting in accordance with Section 2.8dfi(i) by or at the
direction of the board of directors, including byyacommittee or persons appointed by the boardre€tbrs, or (ii) by
any stockholder of the corporation who (A) wasackholder of record (and, with respect to any bierafowner, if
different, on whose behalf such nomination is pegubto be made, only if such beneficial owner \haseneficial
owner of shares of the corporation) both at the tahgiving the notice provided for in this Sect®® and at the time
of the meeting, (B) is entitled to vote at the nmeeaind (C) has complied with this Section 2.5casuch nomination.
The foregoing clause (ii) shall be the exclusiveangefor a stockholder to make any nomination cér@s@n or persons
for election to the board of directors at an anmu@éting or a special meeting.

(b) Requirement of Timely Notice of Nominaitg Such nominations, other than those made by or at
the direction of the board of directors, shall bede pursuant to timely notice in writing and ingeoform to the
secretary of the corporation.

M Timely Notice of Nominations for Annuleeting. To be timely, a stockholder’s notice of
nominations to be made at an annual meeting mudélbesred to, or mailed and received at, the poiscexecutive
offices of the corporation not less than 90 daysmore than 120 days prior to the one-year annargrsf the
preceding year’'s annual meetingrovided, howeverthat if the date of the annual meeting is moesntBO days before
or more than 60 days after such anniversary dateenby the stockholder to be timely must be doveeed, or mailed
and received, not later than the 90th day pri@uich annual meeting or, if later, the tenth dalpfahg the day on
which public disclosure of the date of such anmo@éting was first madeprovided, further, that notwithstanding the
foregoing, for the 2013 Annual Meeting of stocktestelof the corporation (the2013 Annual Meeting), a notice by a
stockholder delivered to, or mailed and receivedhat principal executive offices of the corporatan or prior to
February 15, 2013 shall in all circumstances bendektimely notwithstanding the date of the 2013 éadrMeeting or
the date of the public disclosure thereof. Any soatice that is delivered to, or mailed and receiag the principal
executive offices of




the corporation within any of the time periodsfeeth in the immediately preceding sentence shallibemed an “
Annual Meeting Timely Notic.” In no event shall any adjournment of an annuaeétimg or the announcement thereof
commence a new time period for the giving of Anndakting Timely Notice as described above.

(i) Timely Notice of Nominations for Spetieeting. To be timely, a stockholder’s notice of
nominations to be made at a special meeting athwthie election of directors is a matter specifrethie notice of
meeting must be delivered to, or mailed and reckatethe principal executive offices of the cogimn not earlier
than the 120 day prior to such special meetingremtdater than the 90 day prior to such specialtmger, if later,
the tenth day following the day on which publicdiiisure (as defined in this Section 2.5) of the ddtsuch special
meeting was first made (such notice within suctetperiods;Special Meeting Timely Notice). In no event shall any
adjournment of a special meeting or the announcethereof commence a new time period for the giah&pecial
Meeting Timely Notice as described above.

(c) Definition of Public DisclosureFor purposes of these bylawgublic disclosure” shall mean disclosu
in a press release reported by a national newscsearsvin a document publicly filed by the corpawatwith the
Securities and Exchange Commission pursuant taddect3, 14 or 15(d) of the Securities Exchangedkd934, as
amended, and the rules and regulations thereuadeo(amended and inclusive of such rules andatgus, the
“Exchange Act”).

(d) Requirements for Proper Form of Stockholderidéodf Nominations To be in proper form for
purposes of this Section 2.5, a stockholder’s edticthe secretary shall set forth:

® Stockholder InformationAs to each Nominating Person (as defined belt&)the name and
address of such Nominating Person (including, jifi@able, the name and address that appear orotheration’s
books and records); and (B) the class or serie;yamber of shares of the corporation that arectlyr@r indirectly,
owned of record or beneficially owned (within theaning of Rule 13d-3 under the Exchange Act) by éémminating
Person, except that a Nominating Person shall evahts be deemed to beneficially own any sharasyclass or
series of the corporation as to which such NonmgaRerson has a right to acquire beneficial owmershany time in
the future (the disclosures to be made pursuathietéoregoing clauses (A) and (B) are referredsttSéockholder
Informatior” );

(i) Information About Disclosable Interest&s to each Nominating Person, (A) any derivative,
swap or other transaction or series of transaceoigsged in, directly or indirectly, by such Nonting Person, the
purpose or effect of which is to give such NomingtiPerson economic risk similar to ownership ofrebaf any class
or series of the corporation, including due tofd that the value of such derivative, swap oeothansactions are
determined by reference to the price, value ortilityaof any shares of any class or series ofdbgooration, or which
derivative, swap or other transactions provideeatly or indirectly, the opportunity to profit froamy increase in the
price or value of shares of any class or serigeetorporation {Synthetic Equity Interests), which Synthetic Equity
Interests shall be disclosed without regard to mrefx) the derivative, swap or other transacticmsvey any voting
rights in such shares to such Nominating Persqrthg/derivative, swap or other
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transactions are required to be, or are capalbeiafy, settled through delivery of such sharezpsiich Nominating
Person may have entered into other transactionfi¢uie or mitigate the economic effect of suclivdéve, swap or
other transactions, (B) any proxy (other than acable proxy or consent given in response to &itaion made
pursuant to, and in accordance with, Section 1df(#)e Exchange Act by way of a solicitation stagefiled on
Schedule 14A), agreement, arrangement, understandirelationship pursuant to which such Nominatggson has
or shares a right to vote any shares of any classr@es of the corporation, (C) any agreemenangement,
understanding or relationship, including any repase or similar so-called “stock borrowing” agreat
arrangement, engaged in, directly or indirectlysbhgh Nominating Person, the purpose or effectro€lvis to mitigate
loss to, reduce the economic risk (of ownershiptberwise) of shares of any class or series ottingoration by,
manage the risk of share price changes for, oeas® or decrease the voting power of, such Nomom&erson with
respect to the shares of any class or series afutporation, or which provides, directly or inditly, the opportunity to
profit from any decrease in the price or valuehef $hares of any class or series of the corporéti®hort Interests”),
(D) any rights to dividends on the shares of angsctar series of the corporation owned beneficiajlysuch Nominatin
Person that are separated or separable from trexlyimgy shares of the corporation, (E) any perfarosarelated fees
(other than an asset based fee) that such Nongn@énson is entitled to based on any increaseaedse in the price
or value of shares of any class or series of tinparation, or any Synthetic Equity Interests or i$haterests, if any,
and (F) any other information relating to such Neating Person that would be required to be disdias@ proxy
statement or other filing required to be made inn&xtion with solicitations of proxies or consemyssuch Nominating
Person in support of the election of directordatrheeting pursuant to Section 14(a) of the Exobadj (the
disclosures to be made pursuant to the foregoeagsels (A) through (F) are referred td'Rsclosable Interests”);
provided, however, that Disclosable Interests shall not include sungh disclosures with respect to the ordinary aurs
business activities of any broker, dealer, comnaélmnk, trust company or other nominee who is miNating Person
solely as a result of being the stockholder dicktbeprepare and submit the notice required byetlhgtaws on behalf |
a beneficial owner; and

(i) Information About NomineesAs to each person whom a Nominating Person pesptus
nominate for election as a director, (A) all inf@ton with respect to such proposed nominee thaldvoe required to
be set forth in a stockholder’s notice pursuanhi® Section 2.5(d) if such proposed nominee wex@minating
Person, (B) all information relating to such progdb®ominee that is required to be disclosed iroaypstatement or
other filings required to be made in connectiorhveiblicitations of proxies for election of directan a contested
election pursuant to Section 14(a) under the Exghact (including such proposed nominee’s writtensent to being
named in the proxy statement as a nominee andumges a director if elected), (C) a descriptudrall direct and
indirect compensation and other material monetgrgements, arrangements and understandings duermpst three
years, and any other material relationships, betveeemong any Nominating Person, on the one hardieach
proposed nominee and his or her respective aéfdiand associates, on the other hand, includirigouti limitation, all
information that would be required to be disclopadsuant to Item 404 under Regulation S-K if sudmiating
Person were the “registrant” for purposes of suth and the proposed nominee were a director arutixe officer of
such registrant (the disclosures to be made pursodie foregoing clauses (A) through (C) arenrefe to as' Nominet
Informatior” ) .




(e) Definition of Nominating Persoror purposes of this Section 2.5, the tékuominating Person”
shall mean (i) the stockholder providing the nob€¢he nomination proposed to be made at the mgeii) the
beneficial owner or beneficial owners, if differeah whose behalf the notice of the nomination pssg to be made at
the meeting is made and (iii) any affiliate or asate (each within the meaning of Rule 12b-2 uniderExchange Act
for purposes of these bylaws) of such stockholdéreoeficial owner.

() Other Information to be Furnished by Rysed NomineesThe corporation may require any
proposed nominee to furnish such other informatfnas may reasonably be required by the corpardabadetermine
the eligibility of such proposed nominee to sers@a independent director of the corporation iroetance with the
corporation’s Corporate Governance Guidelines QttiiBt could be material to a reasonable stockinalde
understanding of the independence or lack of indegece of such proposed nominee.

(9) Updates and Supplemen#s stockholder providing notice of any nominatjgmoposed to be made
a meeting shall further update and supplement satibe, if necessary, so that the information putedi or required to
be provided in such notice pursuant to this Se@iérshall be true and correct as of the record ftatthe meeting and
as of the date that is ten business days pridrdaoreeting or any adjournment or postponementahexad such upda
and supplement shall be delivered to or mailedrandived by the secretary at the principal exeeutiices of the
corporation not later than five business days dffterecord date for the meeting (in the case eittdate and
supplement required to be made as of the recos],datd not later than eight business days pritwealate for the
meeting or (if practicable or, if not practicabds the first practicable date prior to) any adjonemt or postponement
thereof (in the case of the update and supplenegpuined to be made as of ten business days prtbetmeeting or any
adjournment or postponement thereof).

(h) Defective NominationsNo person shall be eligible for election as &dior of the corporation at an
annual meeting or a special meeting unless nomidnataccordance with this Section 2.5. The chairofaihe meeting
shall, if the facts warrant, determine and dedarhe meeting that a nomination was not made ¢oraance with the
procedures prescribed by the bylaws, and if hdnerskiould so determine, he or she shall so detddhe meeting and
the defective nomination shall be disregarded.

(1) Compliance with Exchange Acin addition to the requirements of this Sectidn \&ith respect to
any nomination proposed to be made at a meetie), Maminating Person shall comply with all applieab
requirements of the Exchange Act with respect fosarth nominations.

2.6 ADVANCE NOTICE OF STOCKHOLDER BUSINESS

(@) Business Properly Brought Before a MegtiAt the annual meeting of stockholders, only such
business shall be conducted as shall have beeerprdwought before the meeting. To be properlylgid before an
annual meeting, business must be: (i) as spedififlte notice of meeting (or any supplement thgrgieen by or at the
direction of the board of directors, (ii) otherwis@perly brought before the meeting by or at tineation of the board
of directors, or (iii) otherwise properly brouglefbre the meeting by a stockholder who (A) wasaldtolder of recor
(and, with respect to any beneficial owner, if eiffint, on whose behalf such business is proposédifsuch
beneficial owner was the beneficial owner of




shares of the corporation) both at the time ofrgj\ihe notice provided for in this Section 2.6 ahthe time of the
meeting, (B) is entitled to vote at the meeting] &0) has complied with this Section 2.6 as to dusiness. Except for
proposals properly made in accordance with Rule8dader the Exchange Act and included in the eaticmeeting
given by or at the direction of the board of diogst the foregoing clause (iii) shall be the exsl@sneans for a
stockholder to propose business to be brought éeflorannual meeting of the stockholders. Stockin®lskeeking to
nominate persons for election to the board of tinscat an annual meeting or a special meeting oamply with
Section 2.5, and this Section 2.6 shall not beieaiple to nominations.

(b) Requirement of Timely Notice of Stockheldusiness Without qualification, for business to be
properly brought before an annual meeting by akétolder, the stockholder must (i) provide Annualddieg Timely
Notice (as defined in Section 2.5 above) thereatriting and in proper form to the secretary of toeporation. In nc
event shall any adjournment of an annual meetirthe@announcement thereof commence a new timedpfemidhe
giving of Annual Meeting Timely Notice.

(c) Requirements for Proper Form of Stockboldotice of Proposed Busines§o be in proper form
for purposes of this Section 2.6, a stockholdeotsce to the secretary shall set forth:

(1) Stockholder InformationAs to each Proposing Person (as defined beltw)Stockholder
Information (as defined in Section 2.5(d)(i), excyat for the purposes of this Section 2.6 thent&#roposing Person”
shall be substituted for the term “Nominating Parda all places it appears in Section 2.5(d)(i));

(i) Information About Disclosable Interest&s to each Proposing Person, any Disclosable
Interests (as defined in Section 2.5(d)(ii), exdbpt for purposes of this Section 2.6 the ternof@sing Person” shall
be substituted for the term “Nominating Personalinplaces as it appears in Section 2.5(d)(ii) dreddisclosures shall
be made with respect to the proposal of businebs trought before the meeting rather than to tmeimation of
directors to be elected at the meeting); and

(i) Description of Proposed BusinesAs to each item of business that the stockhgldeposes
to bring before the annual meeting, (A) a reasgnbbéf description of the business desired to toeight before the
annual meeting, the reasons for conducting sucinéss at the annual meeting and any material stt@resuch
business of each Proposing Person, (B) the tetkiegproposal or business (including the text of msplutions
proposed for consideration), and (C) a reasonadtigileéd description of all agreements, arrangememds
understandings (x) between or among any of thed3ing Persons or (y) between or among any Propésengpn and
any other record or beneficial holder of the shafemny class or series of the corporation (inaigdheir names) in
connection with the proposal of such business loh stockholder.

(d) Definition of Proposing Persofor purposes of this Section 2.6, the téRroposing Person”shall
mean (i) the stockholder providing the notice ofibess proposed to be brought before an annualrmgeét) the
beneficial owner or beneficial owners, if differeah whose behalf the notice of the business pexpts be brought
before the annual meeting is made and (iii) anyiat# or associate of such stockholder or bengfimivner.
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(e) Updates and Supplemengsstockholder providing notice of business praabt be brought befo
an annual meeting shall further update and suppiesueh notice, if necessary, so that the inforomagirovided or
required to be provided in such notice pursuatiitSection 2.6 shall be true and correct aseféicord date for the
meeting and as of the date that is ten businessplayr to the meeting or any adjournment or pastpeent thereof,
and such update and supplement shall be delivered tailed and received by, the secretary aptimeipal executive
offices of the corporation not later than five Imesis days after the record date for the meetingpéicase of the update
and supplement required to be made as of the refated, and not later than eight business days frithe date for the
meeting or (if practicable or, if not practicabds the first practicable date prior to) any adjoaemt or postponement
thereof (in the case of the update and supplenegpuined to be made as of ten business days prtbetmeeting or any
adjournment or postponement thereof).

() Business Not Properly Brought Before aetiieg. Notwithstanding anything in these bylaws to the
contrary, no business shall be conducted at anyadmneeting except in accordance with this Se@ién The chairma
of the annual meeting shall, if the facts warrdietermine and declare at the meeting that busimassot properly
brought before the meeting and in accordance \Welptovisions of this Section 2.6, and if he or sheuld so
determine, he or she so shall so declare at théngabkat any business not properly brought befoeemeeting shall
not be transacted.

(9) Rule 148; Exchange Act ComplianceTlhis Section 2.6 is expressly intended to applarty
business proposed to be brought before an annwaingeof stockholders other than any proposal npastsuant to
Rule 14a-8 under the Exchange Act. In additiomtrequirements of this Section 2.6 with respeeinyp business
proposed to be brought before an annual meetiraty, Beoposing Person shall comply with all applieaigiquirements
of the Exchange Act with respect to any such bisindothing in this Section 2.6 shall be deemeaffext the rights ¢
stockholders to request inclusion of proposalfiédorporation’s proxy statement pursuant to Rdke-8 under the
Exchange Act.

2.7 MANNER OF GIVING NOTICE; AFFIDAVIT OF NOICE

Written notice of any meeting of stockholderandiled, is given when deposited in the United Statail,
postage prepaid, directed to the stockholder aadhisess as it appears on the records of the @irpor An affidavit of
the secretary or an assistant secretary or ofdéimsfer agent of the corporation that the noticelde®en given shall, in
the absence of fraud, be prima facie evidenceeofabts stated therein.

2.8 QUORUM

The holders of a majority of the stock issued antstanding and entitled to vote thereat, preseperson or
represented by proxy, shall constitute a quoruail aheetings of the stockholders for the transactibbusiness except
as otherwise provided by statute or by the ceadtifiof incorporation. If, however, such quorumas present or
represented at any meeting of the stockholders,ttiestockholders entitled to vote thereat, priesseperson or
represented by proxy, shall have power to adjduemteeting from time to time, without notice othean
announcement at the meeting, until a quorum isgptes represented. At such adjourned meeting athwhquorum is
present or represented, any business may be ttadghat might have been transacted at the measimmgiginally
noticed.



2.9 ADJOURNED MEETING; NOTICE

When a meeting is adjourned to another time areplanless these bylaws otherwise require, nogeel mot be
given of the adjourned meeting if the time and pldereof are announced at the meeting at whichdjgirnment is
taken. At the adjourned meeting the corporation tmaysact any business that might have been traatsatthe
original meeting. If the adjournment is for morant30 days, or if after the adjournment a new ikdaite is fixed for
the adjourned meeting, a notice of the adjourneetimg shall be given to each stockholder of re@mntitled to vote at
the meeting.

2.10 _CONDUCT OF BUSINESS

The chairman of any meeting of stockholders gietiérmine the order of business and the proceduihe a
meeting, including such regulation of the manneraiing and the conduct of business.

211 _VOTING

The stockholders entitled to vote at any meetingfackholders shall be determined in accordancle thie
provisions of Section 2.14 of these bylaws, suliiethe provisions of Sections 217 and 218 of tkedsal Corporation
Law of the State of Delaware (relating to votinghs of fiduciaries, pledgers and joint ownerstotk and to voting
trusts and other voting agreements).

Except as provided in the last paragraph of teitiSn 2.11, or as may be otherwise provided irctréficate of
incorporation, each stockholder shall be entittedrie vote for each share of capital stock heldumh stockholder.

2.12 _WAIVER OF NOTICE

Whenever notice is required to be given under@noyision of the General Corporation Law of thetStaf
Delaware or of the certificate of incorporationtioese bylaws, a written waiver thereof, signedhgygderson entitled to
notice, whether before or after the time statedeine shall be deemed equivalent to notice. Attaendaf a person at a
meeting shall constitute a waiver of notice of soaeting, except when the person attends a mefetirige express
purpose of objecting, at the beginning of the nmggtio the transaction of any business becausaéating is not
lawfully called or convened. Neither the businesbé transacted at, nor the purpose of, any regulgpecial meeting
of the stockholders need be specified in any writt@iver of notice unless so required by the destié of
incorporation or these bylaws.

2.13 _NO STOCKHOLDER ACTION BY WRITTEN CONSENTMHOUT A MEETING

Any action required to be taken at any annuapecml meeting of stockholders of the corporatmmany action
that may be taken at any annual or special meefisgch stockholders, must be taken at an annusdaxial meeting
of stockholders of the corporation, with prior metiand with a vote, and may not be taken by a comsevriting.
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2.14 _RECORD DATE FOR STOCKHOLDER NOTICE; VOTING

In order that the corporation may determine tbeldiolders entitled to notice of or to vote at amgeting of
stockholders or any adjournment thereof or entitteelxercise any rights in respect of any changeyersion or
exchange of stock or for the purpose of any otémeful action, the board of directors may fix, invadce, a record dal
which shall not be more than 60 nor less than &3 thefore the date of such meeting, nor more @Bastays prior to
any other action.

If the board of directors does not so fix a recdate:

()  The record date for determining stockhaddentitled to notice of or to vote at a meetingtoickholders
shall be at the close of business on the day nmextging the day on which notice is given, orafice is waived, at the
close of business on the day next preceding thedayhich the meeting is held.

(i)  The record date for determining stocklesklfor any other purpose shall be at the clogmisiness on the
day on which the board of directors adopts thelutisn relating thereto.

A determination of stockholders of record entittedhotice of or to vote at a meeting of stockhatdgrall apply
to any adjournment of the meeting; provided, howeteat the board of directors may fix a new recdate for the
adjourned meeting.

2.15 _PROXIES

Each stockholder entitled to vote at a meetingteékholders may authorize another person or psrsoact for
him by (i) a written proxy, signed by the stockle@nd filed with the secretary of the corporatimn(ii) transmitting
or authorizing the transmission of a telegram, egit@im, or other means of electronic transmissidhé@erson who
will be the holder of the proxy or to a proxy sdhtion firm, proxy support service organizationli@e agent duly
authorized by the person who will be the holdethef proxy to receive such transmission in accoreavith the
provisions of Section 212(c)(2) of the General @oation Law of the State of Delaware, but no sudxyp shall be
voted or acted upon after three years from its,datkess the proxy provides for a longer perioghréxy shall be
deemed signed if the stockholder’'s name is placeithe proxy (whether by manual signature, typengititelegraphic
transmission or otherwise) by the stockholder erdtockholder’s attorney-in-fact. The revocabibfya proxy that
states on its face that it is irrevocable shaljbeerned by the provisions of Section 212(c) of@®meral Corporation
Law of the State of Delaware.

ARTICLE III.
DIRECTORS
3.1 POWERS

Subject to the provisions of the General Corporatiaw of the State of Delaware and any limitationthe
certificate of incorporation or these bylaws reigtto action required to be approved by the stolcldie or by the
outstanding shares, the business and affairs afdtporation shall be managed and all corporatesp®whall be
exercised by-or under the direction of the boardidctors.
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3.2 NUMBER OF DIRECTORS

The authorized number of directors shall be eghtuntil changed by a proper amendment to thigi&es.2.

No reduction of the authorized number of directirall have the effect of removing any directorobefthat
director’s term of office expires.

3.3 ELECTION, QUALIFICATION AND TERM OF OFFIE OF DIRECTORS

Directors shall be elected at each annual meefitige stockholders or special meeting in lieu¢loérand shall
serve until their successors are duly elected amdlfeed. Directors need not be stockholders unésseequired by the
certificate of incorporation or these bylaws, whe@her qualifications for directors may be présed.

Each director to be elected by the stockholdeatl bl elected by the affirmative vote of a majoof the votes
cast with respect to such director by the shangesented and entitled to vote therefor at a mgetithe stockholders
for the election of directors at which a quorunpriesent (an “Election Meeting”); provided, howeueéat if the board
of directors determines that the number of nomimeeseds the number of directors to be electedcit meeting (a
“Contested Election)whether or not the election becomes an uncontes¢etion after such determination, each of
directors to be elected at the Election Meetindl flzaelected by the affirmative vote of a plunalif the votes cast by
the shares represented and entitled to vote atraeeting with respect to the election of such daec

For purposes of this Section 3.3, a “majorityld votes cast” means that the number of votes'casa
candidate for director exceeds the number of voass “against” that director (with “abstentions’dditoroker non-
votes” not counted as votes cast as either “for‘against” such director’s election). In an elentmther than a
Contested Election, stockholders will be givendheice to cast votes “for” or “against” the elecatiof directors or to
“abstain”from such vote and shall not have the ability tst @y other vote with respect to such electiodictors. Ir
a Contested Election, stockholders will be givemc¢hoice to cast “for” or “withhold” votes for tleection of directors
and shall not have the ability to cast any othée waith respect to such election of directors ha ¢vent an Election
Meeting involves the election of directors by separnotes by class or classes or series, the desdrom as to whether
an election constitutes a Contested Election $leathade on a class by class or series by seriess Aaspplicable. The
board of directors has established procedures wmdieh any director who is not elected shall otfetender his or her
resignation to the board of directors.

Newly created directorships resulting from anyré@ase in the authorized number of directors onatgancies in
the board of directors resulting from death, reaigm, retirement, disqualification, removal froffice or other cause
may be filled only by a majority vote of the direrg then in office even though less than a quorurby a sole
remaining director, and not by the stockholderghihevent of a vacancy in the board of directitws remaining
directors, except as otherwise provided by law, exagrcise the powers of the full board of directons| the vacancy
filled. Notwithstanding the foregoing, each diractball serve until his or her successor is dubgteld and qualified or
until his or her death, resignation or removal.
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Elections of directors need not be by writtenditallhere shall be no right with respect to shafesock of the
corporation to cumulate votes in the election oécliors.

3.4 PLACE OF MEETINGS:; MEETINGS BY TELEPHONE

The board of directors of the corporation may hukktings, both regular and special, either witiioutside the
State of Delaware.

Unless otherwise restricted by the certificatenobrporation or these bylaws, members of the boédirectors,
or any committee designated by the board of directoay participate in a meeting of the board oféabprs, or any
committee, by means of conference telephone ofaimommunications equipment by means of whiclpatsons
participating in the meeting can hear each othet,sach participation in a meeting shall constipresence in person
the meeting.

3.5 REGULAR MEETINGS

Regular meetings of the board of directors maiiddd without notice at such time and at such pé&scshall fron
time to time be determined by the board.

3.6 SPECIAL MEETINGS; NOTICE

Special meetings of the board for any purposeugogses may be called at any time by the chairmhémeo
board, the president, the secretary or any twattirs.

Notice of the time and place of special meetirtgdl e delivered personally or by telephone tchedicector or
sent by first-class mail or telegram, charges pie@aldressed to each director at that directattbess as it is shown
on the records of the corporation. If the noticenaled, it shall be deposited in the United Stated at least four days
before the time of the holding of the meetinghl notice is delivered personally or by telephonleyotelegram, it sha
be delivered personally or by telephone or to #hegraph company at least 24 hours before thedirttee holding of
the meeting. Any oral notice given personally oitélgphone may be communicated either to the dirextto a person
at the office of the director who the person givihg notice has reason to believe will promptly ommicate it to the
director. The notice need not specify the purpasb@place of the meeting, if the meeting is tdbkl at the principal
executive office of the corporation.

3.7 QUORUM

At all meetings of the board of directors, a migyoof the authorized number of directors shall sttinte a
guorum for the transaction of business and thefa@tmajority of the directors present at any nmggét which there is
qguorum shall be the act of the board of directexsept as may be otherwise specifically providedtayute or by the
certificate of incorporation. If a quorum is noepent at any meeting of the board of directors) the directors present
thereat may adjourn the meeting from time to timéhout notice other than announcement at the megetintil a
guorum is present.
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A meeting at which a quorum is initially preseraynrtontinue to transact business notwithstandiag th
withdrawal of directors, if any action taken is epped by at least a majority of the required quofanthat meeting.

3.8 WAIVER OF NOTICE

Whenever notice is required to be given under@noyision of the General Corporation Law of thetStaf
Delaware or of the certificate of incorporatiortioese bylaws, a written waiver thereof, signedigygderson entitled to
notice, whether before or after the time statedeiheshall be deemed equivalent to notice. Attendaof a person at a
meeting shall constitute a waiver of notice of saaeting, except when the person attends a mefetirtige express
purpose of objecting, at the beginning of the nmggtio the transaction of any business becausaéating is not
lawfully called or convened. Neither the businesbé transacted at, nor the purpose of, any regulgpecial meeting
of the directors, or members of a committee ofadors, need be specified in any written waiver atice unless so
required by the certificate of incorporation orgbdylaws.

3.9 BOARD ACTION BY WRITTEN CONSENT WITHOUT MEETING

Unless otherwise restricted by the certificatenobrporation or these bylaws, any action requaedermitted to
be taken at any meeting of the board of directmrsf any committee thereof, may be taken withootegeting if all
members of the board or committee, as the casdomagonsent thereto in writing and the writing eitwwgs are filed
with the minutes of proceedings of the board or woiee. Written consents representing actions téketime board or
committee may be executed by telex, telecopy aerdticsimile transmission, and such facsimile shalalid and
binding to the same extent as if it were an origina

3.10 _FEES AND COMPENSATION OF DIRECTORS

Unless otherwise restricted by the certificatenobrporation or these bylaws, the board of directhall have tf
authority to fix the compensation of directors. iwh compensation shall preclude any director §emuing the
corporation in any other capacity and receiving pensation therefor.

3.11 _REMOVAL OF DIRECTORS

Unless otherwise restricted by statute, by théfaate of incorporation or by these bylaws, amgdtor or the
entire board of directors may be removed, only wihse, by the holders of not less than 66-2/3%efhares then
entitled to vote at an election of directors.

No reduction of the authorized number of directirall have the effect of removing any directoopto the
expiration of such director’s term of office.

3.12 _APPROVAL OF LOANS TO OFFICERS

The corporation may lend money to, or guarantgeofigation of, or otherwise assist any officerothner
employee of the corporation or any subsidiary, veven, in the judgment of the directors, such lapmranty or
assistance may reasonably be expected to berefibtiporation. The loan, guaranty or other assistamay be with or
without interest and may be

12



unsecured, or secured in such manner as the bbdnectors shall approve, including, without liation, a pledge of
shares of stock of the corporation. Subject tonie sentence, nothing in this Section 3.12 sleatldemed to deny,
limit or restrict the powers of guaranty or warsaof the corporation at common law or under anyuséa
Notwithstanding anything in this Section 3.12 te tontrary, the corporation shall not, directlyratirectly, including
through any subsidiary, extend or maintain creditange for the extension of credit, or renew aeresion of credit, in
the form of a personal loan to or for any diredpexecutive officer in violation of Section 402tbe Sarbanes-Oxley
Act of 2002.

ARTICLE IV.
COMMITTEES

4.1 COMMITTEES OF DIRECTORS

The board of directors may, by resolution passed tmajority of the whole board, designate one oran
committees, with each committee to consist of anmare of the directors of the corporation. Therdaaay designate
one or more directors as alternate members of amyrittee, who may replace any absent or disqudlifiember at
any meeting of the committee. Any such committe¢hé extent provided in the resolution of the doafrdirectors or
in these bylaws, shall have and may exercise alptiwers and authority of the board of directorheénmanagement of
the business and affairs of the corporation, ang auhorize the seal of the corporation to be affixo all papers that
may require it; but no such committee shall haeepgbwer or authority to (i) amend the certificaténaorporation
(except that a committee may, to the extent autkdrin the resolution or resolutions providing thoe issuance of
shares of stock adopted by the board of direc®mavided in Section 151(a) of the General Corpoma_aw of the
State of Delaware, fix any of the preferencesgints of such shares relating to dividends, redempdissolution, any
distribution of assets of the corporation or thevarsion into, or the exchange of such shareshares of any other
class or classes or any other series of the sameyasther class or classes of stock of the cotjoora (i) adopt an
agreement of merger or consolidation under Sec2éisor 252 of the General Corporation Law of tkegtesof
Delaware, (iif) recommend to the stockholders thle,dease or exchange of all or substantiallpfaihe corporation’s
property and assets, (iv) recommend to the stodensla dissolution of the corporation or a revaratf a dissolution,
or (v) amend these bylaws; and, unless the boaalutton establishing the committee, these bylamtb® certificate o
incorporation expressly so provide, no such congmigthall have the power or authority to declarevidehd, to
authorize the issuance of stock or to adopt afiwatie of ownership and merger pursuant to Se@&sof the General
Corporation Law of the State of Delaware.

4.2 COMMITTEE MINUTES

Each committee shall keep regular minutes of #etings and report the same to the board of drgetbhen
required.
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4.3 MEETINGS AND ACTION OF COMMITTEES

Meetings and actions of committees shall be gaeby, and held and taken in accordance with, theigions
of Article Il of these bylaws, Section 3.4 (PlanfleMeetings; Meetings by Telephone), Section 3.&gitar Meetings),
Section 3.6 (Special Meetings; Notice), Section(@@dorum), Section 3.8 (Waiver of Notice) and Smt.9 (Board
Action by Written Consent Without a Meeting), wiich changes in the context of those bylaws aseessary to
substitute the committee and its members for tladof directors and its members; provided, howetbat the time of
regular meetings of committees may also be caleakbolution of the board of directors and thaiageobf special
meetings of committees shall also be given toladtaate members, who shall have the right to dtedhmeetings of
the committee. The board of directors may adogsréor the government of any committee not incaestswith the
provisions of these bylaws.

ARTICLE V.
OFFICERS
5.1 OFFICERS

The officers of the corporation shall be a chief@itive officer, a president, one or more vicesflents, a
secretary and a chief financial officer. The cogtimn may also have, at the discretion of the boaxtirectors, a
chairman of the board, a treasurer, one or moistassvice presidents, assistant secretaries imnduch other officers
as may be appointed in accordance with the pravssod Section 5.3 of these bylaws. Any number Gte$ may be
held by the same person.

5.2 APPOINTMENT OF OFFICERS

The officers of the corporation, except such effscas may be appointed in accordance with thagooms of
Sections 5.3 or 5.5 of these bylaws, shall be ahbgehe board of directors, subject to the rigtitany, of an officer
under any contract of employment.

5.3 SUBORDINATE OFFICERS

The board of directors may appoint, or empowelptiesident to appoint, such other officers and egas the
business of the corporation may require, each aimwvkhall hold office for such period, have suchhatity, and
perform such duties as are provided in these bytaves the board of directors may from time to toheéermine.

5.4 REMOVAL AND RESIGNATION OF OFFICERS

Subject to the rights, if any, of an officer und@y contract of employment, any officer may beoeed, either
with or without cause, by an affirmative vote o tmajority of the board of directors at any regualaspecial meeting
of the board or, except in the case of an offitersen by the board of directors, by any officerruptnom such power
of removal may be conferred by the board of dinecto

Any officer may resign at any time by giving weitt notice to the corporation. Any resignation steke effect
on the date of the receipt of that notice or atlatsr time specified in that notice; and, unletgeowvise specified in th
notice, the acceptance of the resignation shalbaatecessary to make it effective. Any resignasamithout prejudice
to the rights, if any, of the corporation under aoytract to which the officer is a party.
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5.5 VACANCIES IN OFFICES

Any vacancy occurring in any office of the corpara shall be filled by the board of directors.

5.6 CHAIRMAN OF THE BOARD

The chairman of the board, if such an officer leeted, shall, if present, preside at meetingseftoard of
directors and exercise and perform such other poesed duties as may from time to time be assigmé&dht by the
board of directors or as may be prescribed by thgkevs. If there is no president, then the chairmfthe board shall
also be the chief executive officer of the corporatind shall have the powers and duties prescitb8ection 5.7 of
these bylaws.

5.7 PRESIDENT

Subject to such supervisory powers, if any, as begiven by the board of directors to the chairmofthne
board, if there be such an officer, the presidaatl ®e the chief executive officer of the corpamatand shall, subject
the control of the board of directors, have gensugkervision, direction and control of the busiresd the officers of
the corporation. He or she shall preside at alltimmge of the stockholders and, in the absence pexistence of a
chairman of the board, at all meetings of the badirectors. He or she shall have the generalgpswand duties of
management usually vested in the office of presidéa corporation and shall have such other powedsduties as
may be prescribed by the board of directors oretfigsaws.

5.8 VICE PRESIDENT

In the absence or disability of the presidentvice presidents, if any, in order of their rankfiasd by the board
of directors or, if not ranked, a vice presidergigeated by the board of directors, shall perfolintha duties of the
president and when so acting shall have all thegpewf, and be subject to all the restrictions yploa president. The
vice presidents shall have such other powers aridrpesuch other duties as from time to time mayfescribed for
them respectively by the board of directors, thedaws, the president or the chairman of the board.

5.9 SECRETARY

The secretary shall keep or cause to be kepteatrincipal executive office of the corporatiorsach other
place as the board of directors may direct, a lmdokinutes of all meetings and actions of diregtomnmittees of
directors and stockholders. The minutes shall stn@time and place of each meeting, whether regulapecial (and,
if special, how authorized and the notice giveing, hames of those present at directors’ meetingeramittee
meetings, the number of shares present or repegsahstockholders’ meetings, and the proceedhggof.

The secretary shall keep, or cause to be kefiteagirincipal executive office of the corporatianap the office of
the corporation’s transfer agent or registrar, eteminined by resolution of the board of directarshare register, or a
duplicate share register, showing the
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names of all stockholders and their addressesiuh#er and classes of shares held by each, theemand date of
certificates evidencing such shares, and the nuarkdate of cancellation of every certificate sndered for
cancellation.

The secretary shall give, or cause to be givetic@of all meetings of the stockholders and oftibard of
directors required to be given by law or by thegaws. He or she shall keep the seal of the cotjoraf one be
adopted, in safe custody and shall have such ptheers and perform such other duties as may bentved by the
board of directors or by these bylaws.

5.10 _CHIEF FINANCIAL OFFICER

The chief financial officer shall keep and maintair cause to be kept and maintained, adequateanett
books and records of accounts of the propertiedasthess transactions of the corporation, inclyidiccounts of its
assets, liabilities, receipts, disbursements, géisses, capital, retained earnings and sharesbdbks of account shall
at all reasonable times be open to inspection lyydaector.

The chief financial officer shall deposit all mgrend other valuables in the name and to the coédite
corporation with such depositaries as may be dageginby the board of directors. He or she shatiudise the funds of
the corporation as may be ordered by the boardrettdrs, shall render to the president and dirsctwhenever they
request it, an account of all of his transactiongr@asurer and of the financial condition of tbeporation, and shall
have such other powers and perform such othersdasienay be prescribed by the board of directotisese bylaws.

5.11 _ASSISTANT SECRETARY

The assistant secretary, or, if there is more tra) the assistant secretaries in the order detednby the
stockholders or board of directors (or if therenbesuch determination, then in the order of thigicteon) shall, in the
absence of the secretary or in the event of hioinability or refusal to act, perform the dutsesl exercise the pows
of the secretary and shall perform such other dwatrel have such other powers as the board of aliseot the
stockholders may from time to time prescribe.

5.12 _AUTHORITY AND DUTIES OF OFFICERS

In addition to the foregoing authority and dutiak officers of the corporation shall respectivibve such
authority and perform such duties in the managermtiite business of the corporation as may be dateg from time
to time by the board of directors or the stockhrdde
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ARTICLE VI.
INDEMNITY
6.1 INDEMNIFICATION OF DIRECTORS AND OFFICERS

The corporation shall, to the maximum extent anthe manner permitted by the General Corporatin bf the
State of Delaware, indemnify each of its directomd officers against expenses (including attornfes), judgments,
fines, settlements, and other amounts actuallyr@asonably incurred in connection with any procegdarising by
reason of the fact that such person is or was antaxf the corporation. For purposes of this Seddd, a “director” or
“officer” of the corporation includes any persohwiho is or was a director or officer of the cormown, (ii) who is or
was serving at the request of the corporationdiseator or officer of another corporation, parstep, joint venture,
trust or other enterprise or (iii) who was a diceair officer of a corporation which was a predscesorporation of the
corporation or of another enterprise at the reqokestich predecessor corporation.

6.2 INDEMNIFICATION OF OTHERS

The corporation shall have the power, to the éxdad in the manner permitted by the General Caitpmr Law
of the State of Delaware, to indemnify each okitgployees and agents (other than directors anckodi against
expenses (including attorneyges), judgments, fines, settlements and other ata@ctually and reasonably incurre
connection with any proceeding, arising by readah@fact that such person is or was an agerteotorporation. For
purposes of this Section 6.2, an “employee” or fagef the corporation (other than a director dia#r) includes any
person (i) who is or was an employee or agent@ttrporation, (ii) who is or was serving at thguest of the
corporation as an employee or agent of anotherocatipn, partnership, joint venture, trust or oteeterprise or
(i) who was an employee or agent of a corporatidmch was a predecessor corporation of the cotiporar of
another enterprise at the request of such predmcesgporation.

6.3 PAYMENT OF EXPENSES IN ADVANCE

Expenses incurred in defending any action or gdicey for which indemnification is required purstim
Section 6.1 or for which indemnification is permdtpursuant to Section 6.2 following authorizatioereof by the
board of directors shall be paid by the corporatiadvance of the final disposition of such actwrproceeding upon
receipt of an undertaking by or on behalf of thaeimnified party to repay such amount if it shatinnately be
determined that the indemnified party is not eaditto be indemnified as authorized in this Artigle

6.4 INDEMNITY NOT EXCLUSIVE

The indemnification provided by this Article 6 dh#ot be deemed exclusive of any other rights Wwhiwse
seeking indemnification may be entitled under aylg\Ww, agreement, vote of shareholders or disintededirectors or
otherwise, both as to action in an official capaeid as to action in another capacity while hadinch office, to the
extent that additional rights to indemnificatior @uthorized in the certificate of incorporation.

6.5 INSURANCE

The corporation may purchase and maintain inserandehalf of any person who is or was a direcibicer,
employee or agent of the corporation, or is or g&sging at the request of the corporation as awutireofficer,
employee or agent of another corporation, partmgrghint venture, trust or other enterprise agaarg liability
asserted against him and incurred by him in ani sapacity, or arising out of his status as sudtetirer or not the
corporation would have the power to indemnify higaiast such liability under the provisions of ther@ral
Corporation Law of the State of Delaware.
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6.6 CONEFLICTS

No indemnification or advance shall be made uthisrArticle 6, except where such indemnificatioradvance
is mandated by law or the order, judgment or decfe@my court of competent jurisdiction, in anyccimstance where
appears:

(i) that it would be inconsistent with a preian of the certificate of incorporation, theseawys, a resolution «
the stockholders or an agreement in effect atithe of the accrual of the alleged cause of theoacsserted in the
proceeding in which the expenses were incurredlr@ramounts were paid, which prohibits or otheevisited
indemnification; or

(i)  that it would be inconsistent with anynzhbtion expressly imposed by a court in approvirggtlement.
ARTICLE VII.
RECORDS AND REPORTS
7.1 MAINTENANCE AND INSPECTION OF RECORDS

The corporation shall, either at its principal @xieve office or at such place or places as desgghly the board
of directors, keep a record of its stockholdersigstheir names and addresses and the numbedassiaf shares, held
by each stockholder, a copy of these bylaws as detketo date, accounting books and other records.

Any stockholder of record, in person or by attgroe other agent, shall, upon written demand umagh stating
the purpose thereof, have the right during the lusmars for business to inspect for any proper psepthe corporatios’
stock ledger, a list of its stockholders and itseotbooks and records and to make copies or exttiaetefrom. A proper
purpose shall mean a purpose reasonably relasettoperson’s interest as a stockholder. In evetance where an
attorney or other agent is the person who seeksgheto inspection, the demand under oath slealidcompanied by a
power of attorney or such other writing that authes the attorney or other agent to so act on beh#te stockholder.
The demand under oath shall be directed to theocatipn at its registered office in Delaware oit@principal place of
business.

The officer who has charge of the stock ledgea obrporation shall prepare and make, at leasidga before
every meeting of stockholders, a complete lishefdtockholders entitled to vote at the meetingrayed in
alphabetical order, and showing the address of stadkholder and the number of shares registerdteiname of each
stockholder. Such list shall be open to the exatiwnaf any stockholder, for any purpose germanéé¢omeeting,
during ordinary business hours, for a period déast ten days prior to the meeting, either abaglvithin the city
where the meeting is to be held, which place stebpecified in the notice of the meeting, or,af o specified, at the
place where the meeting is to be held. The lisl &0 be produced and kept at the time and ph&tee meeting
during the whole time thereof, and may be inspebtedny stockholder who is present.
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7.2 INSPECTION BY DIRECTORS

Any director shall have the right to examine tbeporation’s stock ledger, a list of its stockhakland its other
books and records for a purpose reasonably refateid position as a director. The Court of Chaypdghereby vested
with the exclusive jurisdiction to determine whethedirector is entitled to the inspection soudlme Court may
summarily order the corporation to permit the dioet¢o inspect any and all books and records, thekdedger and the
stock list and to make copies or extracts thereffbine Court may, in its discretion, prescribe anythtions or
conditions with reference to the inspection, or @rxsuch other and further relief as the Court mesna just and prope

7.3 ANNUAL STATEMENT TO STOCKHOLDERS

The board of directors shall present at each dnmeating, and at any special meeting of the stolcldrs when
called for by vote of the stockholders, a full arelar statement of the business and conditioneotthporation.

7.4 REPRESENTATION OF SHARES OF OTHER CORPORMNS

The chairman of the board, the president, any piesident, the secretary or assistant secretatysof
corporation, or any other person authorized bybtheerd of directors or the president or a vice e, is authorized to
vote, represent and exercise on behalf of thisaratfon all rights incident to any and all sharéarmy other corporatio
or corporations standing in the name of this capon. The authority granted herein may be exedogstner by such
person directly or by any other person authoripedia so by proxy or power of attorney duly execuigduch person
having the authority.

ARTICLE VIII.
GENERAL MATTERS

8.1 CHECKS

From time to time, the board of directors shatedaine by resolution which person or persons nigty ar
endorse all checks, drafts, other orders for paymemoney, notes or other evidences of indebtesitiest are issued
the name of or payable to the corporation, and trdypersons so authorized shall sign or endoosetimstruments.

8.2 EXECUTION OF CORPORATE CONTRACTS AND INSOUMENTS

The board of directors, except as otherwise pexvid these bylaws, may authorize any officer éicefs, or
agent or agents, to enter into any contract orugeesny instrument in the name of and on behati@icorporation;
such authority may be general or confined to speitistances. Unless so authorized or ratifiedhgylioard of directol
or within the agency power of an officer, no officagent or employee shall have any power or aityhiar bind the
corporation by any contract or engagement or tdg®dts credit or to render it liable for any puspar for any amour
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8.3 STOCK CERTIFICATES

The shares of a corporation shall be representegttificates, provided that the board of direstof the
corporation may provide by resolution or resolusitimat some or all of any or all classes or seféts stock shall be
uncertificated shares. Any such resolution shdllapply to shares represented by a certificate sunth certificate is
surrendered to the corporation. Every holder aflstepresented by certificates shall be entitlekdae a certificate
signed by, or in the name of the corporation byctim@irman or vice-chairman of the board of direstor the president
or vice-president, and by the secretary or an@asgisecretary, or the treasurer, if there be ohguch corporation
representing the number of shares registered tificate form. Any or all of the signatures on ttertificate may be a
facsimile. In case any officer, transfer agentemistrar who has signed or whose facsimile sigeatas been placed
upon a certificate has ceased to be such officarster agent or registrar before such certifimtssued, it may be
issued by the corporation with the same effect he ivere such officer, transfer agent or registtahe date of issue.

8.4 SPECIAL DESIGNATION ON CERTIFICATES

If the corporation is authorized to issue morentbae class of stock or more than one series otkasg, then the
powers, the designations, the preferences anctlaive, participating, optional or other specights of each class of
stock or series thereof and the qualificationsitéittons or restrictions of such preferences andgiits shall be set for
in full or summarized on the face or back of thdifieate that the corporation shall issue to repré such class or
series of stock; provided, however, that, excemthsrwise provided in Section 202 of the GenerapGration Law of
the State of Delaware, in lieu of the foregoinguiegments there may be set forth on the face dt bathe certificate
that the corporation shall issue to represent slags or series of stock a statement that the catipa will furnish
without charge to each stockholder who so requbstpowers, the designations, the preferencestenclative,
participating, optional or other special rightseaich class of stock or series thereof and thefopadilons, limitations or
restrictions of such preferences and/or rights.

8.5 LOST CERTIFICATES

Except as provided in this Section 8.5, no neuifaates for shares shall be issued to replaceeaiqusly issued
certificate unless the latter is surrendered tactirporation and canceled at the same time. Thaocation may issue a
new certificate of stock or uncertificated sharethie place of any certificate theretofore issugd,talleged to have
been lost, stolen or destroyed, and the corporatiay require the owner of the lost, stolen or dgstd certificate, or
his legal representative, to give the corporatitaoad sufficient to indemnify it against any clatinat may be made
against it on account of the alleged loss, thettastruction of any such certificate or the isseavfcsuch new certifica
or uncertificated shares.

8.6 CONSTRUCTION; DEFINITIONS

Unless the context requires otherwise, the gempeoaisions, rules of construction, and definitiamshe
Delaware General Corporation Law shall govern thestruction of these bylaws. Without limiting thengrality of this
provision, the singular number includes the pluta, plural number includes the singular, and énet‘person”
includes both a corporation and a natural person.
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8.7 DIVIDENDS

The directors of the corporation, subject to astrictions contained in the certificate of incagimn, may
declare and pay dividends upon the shares of jisatatock pursuant to the General Corporation lohthe State of
Delaware. Dividends may be paid in cash, in prgpertin shares of the corporation’s capital stock.

The directors of the corporation may set apariodainy of the funds of the corporation availaldedividends a
reserve or reserves for any proper purpose andamaljsh any such reserve. Such purposes shalldadiut not be
limited to equalizing dividends, repairing or mainming any property of the corporation, and meetiagtingencies.

8.8 FISCAL YEAR

The fiscal year of the corporation shall be fixgdresolution of the board of directors and maytenged by the
board of directors.

8.9 SEAL
The seal of the corporation, if any, shall be saslfirom time to time may be approved by the boaxirectors.

8.10 _TRANSFER OF STOCK

Upon surrender to the corporation or the tranafgnt of the corporation of a certificate for skataly endorsed
or accompanied by proper evidence of successisigragion or authority to transfer, it shall be thay of the
corporation to issue a new certificate to the peesatitled thereto, cancel the old certificate, eswbrd the transaction
in its books.

8.11 _STOCK TRANSFER AGREEMENTS

The corporation shall have power to enter into pedorm any agreement with any number of stockérslaf
any one or more classes of stock of the corporatiogastrict the transfer of shares of stock ofdbmporation of any or
or more classes owned by such stockholders in amnar not prohibited by the General Corporation lohthe State
of Delaware.

8.12 _REGISTERED STOCKHOLDERS

The corporation shall be entitled to recognizegkausive right of a person registered on its Isoak the owner
of shares to receive dividends and to vote as sucter, shall be entitled to hold liable for caliglaassessments the
person registered on its books as the owner oeshand shall not be bound to recognize any edeitatother claim t
or interest in such share or shares on the pamather person, whether or not it shall have expoe®ther notice
thereof, except as otherwise provided by the laW3etaware.
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ARTICLE IX.
AMENDMENTS

The original or other bylaws of the corporation niiyadopted, amended or repealed by the holderst déss
than 66-2/3% of the shares then entitled to voenatlection of directors; provided, however, thatcorporation may,
in its certificate of incorporation, confer the pawo adopt, amend or repeal bylaws upon the direcThe fact that
such power has been so conferred upon the direstbatbnot divest the stockholders of the power,limait their power
to adopt, amend or repeal bylaws.

* k *
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Exhibit 10.45

TESSERA <%

October 2, 2012

Dr. Robert A. Young
[address redacted]

Dear Bob:

| am pleased to confirm our offer for you to contras President and CEO of Tessera Technologegthe “Company”and to continue as i
employee of Tessera Global Services, Inc. (“TGSIMis letter is intended to amend the letter daMeg 11, 2011 between you and Tessera,
Inc. Except as specifically amended herein, thmseand conditions set forth in the May 11, 201tetetontinue in full force and effect.

. you will receive an annual salary of $684,000, whigll be paid in accordance with TC's normal payroll procedure

. you will be eligible to receive an annual MBO bormfisip to 100% of your base salary paid on an anpasis. This bonus will b
based on objectives set forth and mutually agreeah by you and the Compé's Board of Directors

. the Company’s Board of Directors met today arahtgrd you a performance-based option to purcha®@®@3 shares of the
Company’s Common Stock at a price per share equaktfair market value per share of the CommowgkStm the date of grant.
This option grant is subject to the terms and diors of the Company’s Stock Option Plan and Stopkion Agreement, including
the performanc-based vesting requirements set forth in the opgramt.

. TGSI will pay you an additional $150,000 per y&aaid in accordance with TGSI's normal payroll ggdures) to offset expenses
incurred by you related to the time you spend itif@aia (e.g., apartment rental, travel to anchirgour home, car leasing, utilitie
etc.). TGSI will not otherwise reimburse your fapenses related to the time you spend in Califaani@no tax gross-up will be
applied, either to the $150,000 or to your othengensation

If you could please acknowledge your acceptantheoferms and conditions contained in this lettesigning in the space provided below, |
would appreciate it.

Sincerely,
/s/ Edmundo Ruiz

Executive Vice President & Chief Administration @&r
Agreed to and accepted:
Signature: /s/ Robert A. Young

Printed Name: Robert A. Young
Date: October 3, 2012



Exhibit 10.46
SETTLEMENT AGREEMENT AND GENERAL RELEASE

This Settlement Agreement and General Release @ilneeement’) is made by and between Farzan (Bob) Roohpafvar (
Executive”) and Tessera Technologies, Inc., on behalf effisnd its subsidiary, DigitalOptics Corporatidagether, the “* Compariy,
effective as of the eighth day following Executiwsignature of this Agreement without revocatidre (t Effective Date’) with reference to the
following facts:

A. Executive was President of DigitalOptiasr@oration from March 28, 2011 through Septemb&04,2 (the “
Separation Dat®.

B. Executive and the Company want to end ttedationship amicably and also to establish thiégations of the partie
including all amounts due and owing to Executivighaut limitation, under the terms of the offertégtdated March 22, 2011 and the Chanc
Control Severance Agreement and Severance Agreeaamit dated as of March 28, 2011 (collectivelg,"tEmployment Agreements.

NOW, THEREFORE, in consideration of the mutual ecewgts and agreements hereinafter set forth, theepagree as follows:

1. Separation Payment#/ithout admission of any liability, fact or clajithe Company hereby agrees, subject to th
timely execution of this Agreement without revooatiand Executive’s performance of his continuibjgations pursuant to this
Agreement, the Consulting Agreement attached aghixk hereto (the “ Consulting Agreeméit the Employment Confidential
Information, Invention Assignment and Arbitratiog#eement attached hereto as Exhib{thg “ Confidentiality Agreemeri), and any
other material agreement between Executive an@tmepany, to provide Executive the separation paysnand other benefits set forth
below. Specifically, the Company and Executive agrs follows:

(& Initial Separation PaymentExecutive Attorney’s FeedWithin five (5) business days of the Effectivet®a
the Company shall tender checks in the aggregateianof $500,000 (five hundred thousand dollarsttecutive and his
attorneys, McGuinn, Hillsman & Palefsky, as follows

0] A check in the amount of $150,000 (onadned fifty-thousand dollars) payable to McGuinn,
Hillsman & Palefsky, and reported to the relevamxirig authorities on Forms 1099 issued to McGuitiisman &
Palefsky and to Executive; and

(i) A check in the amount of $350,000 (threendred fifty-thousand dollars), less applicalbe t
withholding, payable to Executive.

(b)  Subsequent Separation Paymerfsovided that he complies with his obligationsesforth in this Agreeme
and the Confidentiality Agreement, Executive shatleive additional separation payments aggreg&dd®,000 (four hundred
forty thousand dollars), less applicable tax withligg, to be paid in arrears on a monthly pro-tsais beginning January 31,
2013 and ending December 31, 2013. For the avoedahdoubt, the payments to be made pursuantsdsidtion 1(b) are not
subject to forfeiture or reduction solely by reasbrany breach of Executive of his obligations unithe Consulting Agreement.

1



(c)  Consulting Agreement and Consulting Paymemsovided that he complies with his obligationsesforth in
this Agreement, the Confidentiality Agreement, &ma Consulting Agreement Executive shall receivesadting payments
aggregating $60,000 (sixty thousand dollars), &ggsicable tax withholding, to be paid in arreansaomonthly basis beginning
January 31, 2013 and ending December 31, 2013.

(d)  Taxes Executive understands and agrees that all paymueter this Agreement will be subject to apprdpria
tax withholding and other deductions. To the extant taxes may be payable by Executive for thefiten@rovided to him by this
Agreement beyond those withheld by the Companyctixee agrees to pay them himself and to indemanifgt hold the Company
and the other entities released herein harmlesanfptax claims or penalties, and associated atysirfees and costs, resulting
from any failure by him to make required paymeiitsthe extent that any reimbursements payable potgo this Agreement are
subject to the provisions of Section 409A of theeinal Revenue Code of 1986, as amended (the “ §psglech reimbursements
shall be paid to Executive no later than Decembearf3he year following the year in which the expenvas incurred, the amount
of expenses reimbursed in one year shall not attirecamount eligible for reimbursement in any sgosat year, and Executive’s
right to reimbursement under this Agreement will be subject to liquidation or exchange for anothemefit.

(e) Sole Separation BenefiExecutive acknowledges and agrees that the pagmefierenced in this Section 1
fully satisfy Executive’s rights under the Employmégreements, and constitute adequate and valgabkideration, in and of
themselves, for the promises contained in this Agrent.

2. Full PaymentExecutive acknowledges that the payments and@eraents herein shall constitute full and
complete satisfaction of any and all amounts prgpire and owing to Executive as a result of hipleyment with the Company and t
separation thereof.

3. Executives Release of the Compan§xecutive understands that by agreeing to threasel provided by this
Section 3, Executive is agreeing not to sue, ocemwiltse file any claim against, the Company or ahigscemployees or other agents for
any reason whatsoever based on anything that lcasred as of the date Executive signs this Agreémen

@) On behalf of Executive and Executs/beirs and assigns, Executive hereby releasefendr discharges tt
“ Company Releaseédereunder, consisting of the Company, and eadts @wners, affiliates, divisions, predecessors,
successors, assigns, agents, directors, officars)grs, employees, and insurers, and all persaimgyady, through, under or in
concert with them, or any of them, of and from ang all manner of action or actions, cause or Gaosaction, in law or in
equity, suits, debts, liens, contracts, agreementsnises, liability, claims, demands, damages, losst or expense, of any nature
whatsoever, known or unknown, fixed or contingémréinafter called “ Claimg, which Executive now has or may hereafter
have against the Company Releasees, or any of thereason of any matter, cause, or thing whatsdess the beginning of
time to the date hereof, including, without limgithe generality of the foregoing, any Claims agsbut of, based upon, or relat
in any manner to Executive’s Employment Agreembing, employment, remuneration, equity grantsufailto grant to Executive
equity to which he claims he was entitled, or safan of the Executive’s employment by the CompRejeasees, or any of them,
Claims arising under federal, state, or local laglating to employment, Claims of any kind that ni@ybrought in any court or
administrative agency, including any Claims arising




under the Age Discrimination in Employment Act (DEA "), as amended, 29 U.S.C. § 621, et sefjtle VII of the Civil Rights
Act of 1964, as amended by the Civil Rights AclLle91, 42 U.S.C. § 2000 et sedhe Equal Pay Act, 29 U.S.C. § 206(d); the
Civil Rights Act of 1866, 42 U.S.C. § 1981; the Rgmand Medical Leave Act of 1993, 29 U.S.C. § 2@dkeq; the Americans
with Disabilities Act of 1990, 42 U.S.C. § 12101sefy.; the False Claims Act, 31 U.S.C. § 3729 et séie Employee
Retirement Income Security Act, 29 U.S.C. § 1004egt; the Worker Adjustment and Retraining Notificatidct, 29 U.S.C. §
2101 et seqthe Fair Labor Standards Act, 29 U.S.C. § 21$eet, the Sarbanes-Oxley Act of 2002; the CalifornibdaCode;
the employment and civil rights laws of Californ@aims for breach of contract; Claims arisingart tincluding, without
limitation, Claims of wrongful dismissal or disclyar, discrimination, harassment, retaliation, franrepresentation, defamation,
libel, infliction of emotional distress, violatiasf public policy, and/or breach of the implied coaat of good faith and fair
dealing; and Claims for damages or other remediasysort, including, without limitation, compensgy damages, punitive
damages, injunctive relief and attorney’s fees.

(b) Notwithstanding the generality of thegigoing, Executive does not release Claims for indécation under
the Company’s Bylaws, California Labor Code Sec802 or any other applicable law, any director affiter policies of
insurance in effect as of the Separation Date; &xex's right to bring to the attention of the E¢&anployment Opportunity
Commission or the California Department of Fair Emgment and Housing claims of discrimination, haraent or retaliation;
provided, however, that Executive does release Executive’s riglsetture any damages for alleged discriminatoryrireat; and
any other Claims that cannot be released as a mohttaw.

(c) In accordance with the Older Workers Bitirotection Act of 1990, Executive has been addiof the
following:

0] Executive has the right to consult withattorney before signing this Agreement;
(i)  Executive has been given at least twemtg-(21) days to consider this Agreement;

(i)  Executive has seven (7) days after sigrimis Agreement to revoke it, and Executive wilt neceive
the severance benefits provided by Section 1 efalgreement unless and until such seven (7) daggbas expired. If
Executive wishes to revoke this Agreement, Exeeutiust deliver notice of Executigetevocation in writing, by facsimi
or email, no later than 5:00 p.m. on the 7th ddip¥ang Executive’s execution of this Release tada M. Inscoe at 415-
395-8028 or linda.inscoe@Iw.com.

(d) EXECUTIVE ACKNOWLEDGES THAT EXECUTIVE HASEEN ADVISED OF AND IS FAMILIAR
WITH THE PROVISIONS OF CALIFORNIA CIVIL CODE SECTI® 1542, WHICH PROVIDES AS FOLLOWS:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR
SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH, IF KNOWN
BY HIM OR HER, MUST HAVE MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR.”
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BEING AWARE OF SAID CODE SECTION, EXECUTIVE HEREBEXPRESSLY WAIVES ANY RIGHTS EXECUTIVE
MAY HAVE THEREUNDER, AS WELL AS UNDER ANY OTHER STAUTES OR COMMON LAW PRINCIPLES OF
SIMILAR EFFECT.

4. Company Release of Executivelhe Company (on behalf of its predecessors, ssocg, and affiliates) releases

and forever discharges Executive, his spouse,,lmicgessors, assigns, representatives and agedtsll persons acting by, through,
under or in concert with them, or any of them (tlixecutive Release&’ of and from any and all manner of Claims, which @mmpan)
now has or may hereafter have against the ExecRieasees, or any of them, by reason of any mattese, or thing whatsoever from
the beginning of time to the date hereof. The mEdaclaims include, but are not limited to, clamn@sting to Executive’s employment or
the discontinuance of Executive’s employment amaihts arising under federal, state or local stayjubmrcommon law, such as the
California Labor Code and California Business & fessions Code Section 17200.

5. Additional CovenantsExecutive and the Company further agree as faliow

(&) Non-DisparagementExecutive agrees that he shall not disparagegize or defame the Company, its
affiliates and their respective affiliates, dirastoofficers, agents, partners, stockholders orleyags, whether verbally or by non-
verbal gesture or communication, either publiclyovately. The Company agrees that members @&atrd of Directors and its
Chief Executive Officer shall not disparage, citicor defame Executive, either publicly or privatéNothing in this Section 5(a)
shall have application to any evidence or testim@auuired by any court, arbitrator or governmereray.

(b)  Non-Solicitation Executive agrees that during the Term of the Glting Agreement he shall not solicit
directly or indirectly, personally or through otBeencourage, induce, attempt to induce, solicitttampt to solicit (whether on
Executive’s own behalf or on behalf of any otherspe or entity) any employee, consultant, indepahdentractor, vendor,
customer or known potential customer of the Comparigave his or her employment, consulting or petelent contractor
relationship with the Company or to adversely diiier her or its business arrangements with the oy

(c)  Non-InterferenceExecutive agrees that during the Term of the CdimguAgreement, he shall not directly or
indirectly, personally or through others, interferan any way seek to negatively influence the @any’s relationship or busine
with any employee, consultant, independent cordragendor, customer or known potential customahefCompany.

(d)  Transfer of Company PropertyExecutive represents and warrants that, on aree¢he Separation Date, he
turned over to the Company all electronic or phgisiites, memoranda, records, and other documantsany other electronic,
physical or personal property of the Company witigkcutive had in his possession, custody or cantrol

(e) Executive’s CooperationAfter the Effective Date, Executive shall coogenaith the Company and its
affiliates, upon the Company’s reasonable requétt, respect to any (i) prosecution of or otheinfis and proceedings before the
United States



Patent and Trademark Office or other patent offiite respect to any pending or future patent appilbmis or issued patents,

(ii) pending or future internal investigation omaithistrative, regulatory or judicial proceeding @twing matters within the scope
of Executive’s duties and responsibilities to trmrpany during his employment with the Company. Statperation shall
include but is not limited to Executive being aghik to the Company upon reasonable notice fonirees and factual
investigations, appearing at the Company’s readenaluest to give testimony without requiring seswof a subpoena or other
legal process, turning over to the Company alivah Company documents which are or may have catoeEixecutive’s
possession during his employment, and providindatdiations as requested. Such cooperation shaltdeaded without additional
charge during the Term of the Consulting Agreemamdt, at a pre-agreed consulting rate thereafter.

6. Representationg&xecutive and the Company warrant and repreban{(4) neither has filed or authorized the
filing of any complaints, charges or lawsuits agaihe other or any released party with any govemtal agency or court, and that if,
unbeknownst to Executive or the Company, such gpaint, charge or lawsuit has been filed on higbehalf, he or it will immediate
cause it to be withdrawn and dismissed, (b) thewti@n, delivery and performance of this Agreem@nExecutive and the Company
does not and will not conflict with, breach, vi@air cause a default under any agreement, comtraastrument to which Executive or
the Company is a party or any judgment, order oraieto which Executive or the Company is subgad, (¢) upon the execution and
delivery of this Agreement by the Company and Exgeuthis Agreement will be a valid and bindingightion of Executive and the
Company, enforceable in accordance with its teEwecutive further represents that (d) he has regali hours worked as of the date of
this Agreement and has been paid all compensatiages, bonuses, commissions, and/or benefits tohwtdg may be entitled and no
other compensation, wages, bonuses, commissiosrdrehefits are due to him, except as providatiimAgreement, (e) he has no
known workplace injuries or occupational diseasekteas been provided and/or has not been denietbamy requested under the Far
and Medical Leave Act or any similar state law, é)dhe is not aware of any complaint (including avhistleblower complaint), charge
or lawsuit being prepared against the Company pioéits subsidiaries by any employee, former emedg or third party.

7. No AssignmentExecutive and the Company warrant and reprekaninb portion of any of the matters released
herein, and no portion of any recovery or settlem@mvhich Executive or the Company might be eaditlhas been assigned or transfe
to any other person, firm or corporation not ay#utthis Agreement, in any manner, including bywésubrogation or operation of law
or otherwise. If any claim, action, demand or shibuld be made or instituted against the Compaxgciive or any other released party
because of any actual assignment, subrogatiomusfier by Executive or the Company, Executive aeddompany agree to indemnify
and hold harmless the aggrieved party against slagtn, action, suit or demand, including necessapenses of investigation, attorneys’
fees and costs.

8. Governing Law; Enforcementhis Agreement shall be construed and enforced@rdance with, and the rights
of the parties shall be governed by, the laws efState of California or, where applicable, Unigtdtes federal law, in each case, witt
regard to any conflicts of laws provisions or tho$any state other than California. Any actioretdorce this Agreement shall be brou
in the California Superior Court for the CountyS#nta Clara.

9. Entire AgreementThis Agreement and the Confidentiality Agreemeonistitute the entire agreement between th
parties with regard to the subject matter herebé Tompany and Executive acknowledge that the textioin of Executives employmer
with the




Company was intended to constitute an involuntapasation from service for the purposes of Secti@®A of the Code, and the related
Department of Treasury regulations. Executive askedges that there are no other agreements, writtahor implied, and that he may
not rely on any prior negotiations, discussionpresentations or agreements. This Agreement mayduokfied only in writing, and such
writing must be signed by Executive and the Chieddtitive Officer of the Company and recite thas intended to modify this
Agreement. This Agreement may be executed in sepacanterparts, each of which is deemed to beigmal and all of which taken
together constitute one and the same agreemewintiesand pdf signatures shall have and be gillersame force and effect as original
signatures.

(Signature page(s) follow)
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IN WITNESS WHEREOF, the undersigned have causedAbreement to be duly executed and delivered #seoflate indicated next to
their respective signatures below.

DATED: __December 10, 201

/sl Farzan Bob Roohparvar
Farzan (Bob) Roohparvar, Ph.

DATED: December 11, 201

By: /sl Robert A. Young
Title:President and CEO
Tessera Technologies, i

S-1



Exhibit 10.47

Tessera Global Services, Inc.
Consulting Agreement

Farzan “Bob” Roohparvar

[redacted]

Date: December 11, 20
Dear Bob:
1. Tessera Global Services, Inc. (hereindffessera” or the “Company”p Delaware corporation, having a principal placéusiness |

3025 Orchard Parkway, San Jose, California 95134heg to obtain your services as an independensuttamt/contractor (hereinaf
“Consultant”, “you” or “your”)and you are willing to provide up to five (5) hoyger month of advice regarding matters that werméoly
within the scope of your responsibilities as Prestdof Tessera's affiliate, Digital Optics Corpaoat (the “Consulting Services”}Jpor
reasonable notice, the Company may request youda@onsulting Services, in person or via telepbamiother communication, and you \
provide such Consulting Servicgspvided, howevetthat you shall not be required to provide Consglt8ervices at the Compasybusines
premises and Consulting Services shall be schedwdes to not unreasonably interfere with your othesiness commitments. This letter s
constitute an agreement (the “Agreemebi&jween you and the Company, and contains allettmstand conditions relating to the services
you provide.

2. This Agreement shall terminate effectivecBmber 31, 2013 (the “TermQnless you choose to terminate this Agreementezadi th
Company terminates it for breach of the Settlendgmeement executed as of December 11, 2012 (thidéBent Agreement”).

3. As consideration for your availability fand provision, if requested, of consulting sersjgmu will be paid up to $60,000, payable a
forth in, and subject to the provisions of, theti®atent Agreement. You will not be eligible for aegnployee benefits, other than as electec
paid for by you pursuant to COBRA.

4, You shall have no authority to enter inbmtracts which bind the Company or create oblgetion the part of the Company. No sen
shall be performed on the Company’s premises, ardpscifically requested by the CompanZhief Executive Officer and agreed to by
You and the Company acknowledge that your serwickde provided only upon request by the Compang that no continuing relationshig
created by this Agreement.

5. The Company has selected you to provigsuting services based upon your experience apergse and, accordingly, will not prov
you with training or detailed instructions on aba&cts of performing such servic

6. You confirm that you are doing businessiasndependent Consultant. In addition, you herepyesent and confirm that you will ce
your own worker compensation insurance and otlabiliiy insurance coverages, as needed, and teaCtdmpany is not responsible for s
liability and insurance. As an independent Consiiltgou will have all the necessary expertise afryown to fulfill your obligations under tt
Agreement



7. You shall keep in confidence and shall gistlose or make available to third parties or enaky use of any information or docum
relating to your services under this Agreemenbahe products, methods of manufacture, trade seq@mcesses, business practices, venc
customer lists, or confidential or proprietary inf@tion of the Company (other than information athgin the public domain), except with
prior written consent of the Company. You recogrizat the Company has received and in the futuferedeive from third parties the
confidential or proprietary information subjectaaluty on the Company’part to maintain the confidentiality of such imf@tion and to use
only for certain limited purposes. You agree tha pwe the Company and such third parties, dufiegerm of this Agreement and therea
a duty to hold all such confidential or proprietamjormation in the strictest confidence and notigclose it to any person, firm or corpora
or to use it except as necessary in connection yatir work under this Agreement and consistent \hitn Companys agreement with su
third party. Upon termination of this Agreement ywill return to the Company all documents, or otineaterials related to the servi
provided hereunder or furnished to you by the Camp& our obligations under this Section 7 shalvéwe termination of this Agreement.

8. You shall promptly disclose and herebyisfar and assign to the Company all right, titlel amerest to all techniques, methc
processes, formulae, improvements, inventions &ubderies (collectively, the “Inventionsiyade or conceived or reduced to practice by
solely or jointly with others, in the course of piding services hereunder or with the use of materr facilities of the Company during
period of this Agreement or which relate to the @amy’s business or its actual or demonstrably anticipegeearch or development (excej
otherwise provided below) and agree that the Ingastare the sole property of the Company. Wheneasigd by the Company you will m:
available to the Company all notes, drawings, datd other information relating to the Inventionouywill promptly sign any docume
(including U.S. and Foreign Patent Assignmentsuested by the Company related to the above assignofiehe Inventions. Any Inventio
that constitute copyrightable subject matter shaltonsidered “works made for hira@$ that term is defined in the United States Cagbyrict
You agree to assist the Company, or its desigrnabdeaCompany’s expense, in every proper way torgethe Companyg rights in the abo
any copyrights, patents, mask work rights or oihtgllectual property rights relating to the Invienss in any and all countries, including
disclosure to the Company of all pertinent inforimatand data with respect thereto, the executioallopplications, specifications, oal
assignments and all other instruments which the fiamy shall deem necessary in order to apply forabstdin such rights and in order
assign and convey to the Company, its successss®ns and nominees the sole and exclusive rigitiésand interest in and to the Inventic
and any copyrights, patents, mask work rights beintellectual property rights relating there¥mu agree that if the Company is unz
because of your unavailability, dissolution, mertalphysical incapacity, or for any other reasansécure your signature to apply for o
pursue any application for any United States oeifpr patents or mask work or copyright registragionovering any Inventions assigned tc
Company above, then you hereby irrevocably destgaatl appoint the Company and its duly authoriZédess and agents as your agent
attorney in fact, to act for and in your behalf atdad to execute and file any such applicatiomstardo all other lawfully permitted acts
further the prosecution and issuance of patentsjright and mask work registrations thereon with shme legal force and effect as if exec
by you. This Agreement does not apply to Inventiehé&ch were made prior to the date of this Agreeimen

9. You agree that if in the course of yourrkvander this Agreement you incorporate into anyeirtion, improvement, developme
concept, discovery or other proprietary informat@mmned by you or in which you have an interest, @manpany is hereby granted and ¢
have a nonexclusive, sublicensable, roy&ite, perpetual, irrevocable, worldwide licensertake, have made, modify, use and sell such
as part of or in connection therewi



10. Any amendment to this Agreement musnbariting signed by you and the Company.

11. All notices, requests or other commuricet called for by this Agreement shall be deentetiave been given if made in writing
mailed, postage prepaid, if to you at the addresdosth above and if to the Company at the priacigffice shown above, or to such ol
addresses as either party shall specify to the .othe

12. The validity, performance and construttad this Agreement shall be governed by the laivthe State of California. Any action
enforce this Agreement shall be brought in thef@adia Superior Court for the County of Santa Clara

13. This Agreement is the entire agreemetii®fparties and supersedes any prior agreememesher verbal or written, whether expres
implied, between them with respect to the subjeatten hereof.

14, This Agreement may be executed in sepamatinterparts, each of which is deemed to be iginar and all of which taken togett
constitute one and the same agreement. Fascindlpdfrsignatures shall have and be given the sange find effect as original signatures.

If this Agreement is satisfactory and acceptablgaio, please execute and return one copy to wEnieg the second copy for your file.

Yours very truly,

COMPANY AGREED AND ACCEPTED

By: /sl Robert A. Youn /sl Farzan Bob Roohparv
Signature

Title: President and CE Farzan Bob Roohparvar

Print Name



Exhibit 10.48
SETTLEMENT AGREEMENT AND GENERAL RELEASE

This Settlement Agreement and General Releasé @lgeeement’) is made by and between Richard Chernicoff (* Exeve”)
and Tessera Technologies, Inc., on behalf of iesadf its subsidiaries and affiliates, includingtheut limitation, Tessera Intellectual Property
Corp. (together, the * Compalriy effective as of the eighth day following Exeivets signature of this Agreement without revocat{the “
Effective Date’) with reference to the following facts:

A.  Executive was President of the Companytsllectual Property business segment from Juh201,1 through
January 15, 2013 (the_“ Separation Date

B. Executive and the Company want to end tted@tionship amicably and also to establish tHegations of the parties
including all amounts due and owing to Executivighaut limitation, under the terms of the offertéetdated June 24, 2011 and the Change of
Control Severance Agreement and Severance Agreegaait dated as of July 11, 2011 (collectively,“tBenployment Agreemertd.

NOW, THEREFORE, in consideration of the mutual cav@s and agreements hereinafter set forth, theepagree as follows:

1. Separation Payments

(@) Consulting AgreemenitVithout admission of any liability, fact or claithe Company hereby agrees, subject to
the timely execution of this Agreement without reation within twenty-one (21) days following thep@eation Date, and
Executive’s performance of his continuing obligas@ursuant to this Agreement, the Consulting Ages® attached as Exhibit A
hereto (the “ Consulting Agreemeht the Employment Confidential Information, Invésm Assignment and Arbitration Agreement
(the “ Confidentiality Agreemert) executed as of June27, 2011, and any other rbhtgreement between Executive and the
Company, to provide Executive the payments seh fiarthe Consulting Agreement.

(b)  No Other Payment&xcept for the payment of all accrued but unusezhtian in the total amount of $10,343.88
and payment from the beginning of the last payquketihrough the date hereof no additional compemsatt payment is due and
owing to Executive following the date hereof.

(c) COBRA. The Company shall pay the employaetribution for medical, dental, and vision coggdor the
Executive and his covered dependents (if COBRA @geis elected) for twelve (12) calendar montherahe Separation Date, or
until Executive accepts employment with an empldiat offers alternative health coverage, whichegeurs first. No vacation
and holiday pay will accrue after the SeparatioteDand the Executive’s participation in the Compad01(k) program will cease
after the Separation Date.

(d) Taxes Executive understands and agrees that all payuenter this Agreement will be subject to apprdpria
tax withholding and other deductions. To the extant taxes may be payable by Executive for the fiten@rovided to him by this
Agreement beyond those withheld by the Companyctikee agrees to pay them himself and to indemanifgt hold the Company
and the other entities released herein harmlesmfptax claims or penalties, and associated &ystfiees and costs, resulting frc
any failure by him



to make required payments. To the extent that amylaursements payable pursuant to this Agreemergubject to the provisions
of Section 409A of the Internal Revenue Code of6128 amended (the “ CotJe such reimbursements shall be paid to Executiv
no later than December 31 of the year followingytbar in which the expense was incurred, the amoluexpenses reimbursed in
one year shall not affect the amount eligible ®8mbursement in any subsequent year, and Execsitiiggit to reimbursement
under this Agreement will not be subject to liquida or exchange for another benefit.

(e) Sole Separation BenefiExecutive acknowledges and agrees that the pagmefierenced in this Section 1
fully satisfy Executive’s rights under the Employm@&greement, and constitute adequate and valeaisisideration, in and of
themselves, for the promises contained in this Agrent.

2. Full PaymentExecutive acknowledges that the payments andgeraents herein shall constitute full and comj
satisfaction of any and all amounts properly dug @ming to Executive as a result of his employmwithh the Company and the separation
thereof, other than reimbursement of expensesiiedurior to the date hereof in the ordinary cowfsleusiness.

3. ExecutivVes Release of the Companixecutive understands that by agreeing to treasel provided by this
Section 3, Executive is agreeing not to sue, cemilse file any claim against, the Company or ahigsoemployees or other agents for any
reason whatsoever based on anything that has edcasrof the date Executive signs this Agreement.

(@  On behalf of Executive and Executive's$@ind assigns, Executive hereby releases andefodescharges the
“ Company Releaseédereunder, consisting of the Company, and eadts @iwners, affiliates, divisions, predecessors,
successors, assigns, agents, directors, officarsigrs, employees, and insurers, and all persdimgyay, through, under or in
concert with them, or any of them, of and from ang all manner of action or actions, cause or caokaction, in law or in
equity, suits, debts, liens, contracts, agreemendsnises, liability, claims, demands, damages, logst or expense, of any nature
whatsoever, known or unknown, fixed or contingémréinafter called “ Claim9, which Executive now has or may hereafter
have against the Company Releasees, or any of thereason of any matter, cause, or thing whatsdes the beginning of
time to the date hereof, including, without limgithe generality of the foregoing, any Claims agsbut of, based upon, or relat
in any manner to Executive’s Employment Agreembking, employment, remuneration, equity grantsufailto grant to Executive
equity to which he claims he was entitled, or sapan of the Executive’s employment by the CompRejeasees, or any of them,
Claims arising under federal, state, or local laglating to employment, Claims of any kind that ni@ybrought in any court or
administrative agency, including any Claims arisimgler the Age Discrimination in Employment ActDEA "), as amended, :
U.S.C. § 621, et seqTitle VII of the Civil Rights Act of 1964, as aanded by the Civil Rights Act of 1991, 42 U.S.Q2®0_et
seq.; the Equal Pay Act, 29 U.S.C. § 206(d); the QRitjhts Act of 1866, 42 U.S.C. § 1981; the Famild afedical Leave Act of
1993, 29 U.S.C. § 2601 et sedhe Americans with Disabilities Act of 1990, 423JC. § 12101 et segthe False Claims Act, 31
U.S.C. § 3729 et seqgthe Employee Retirement Income Security Act, 28.0. § 1001 et seqthe Worker Adjustment and
Retraining Notification Act, 29 U.S.C. § 2101 etisehe Fair Labor Standards Act, 29 U.S.C. § 21%eqt, the Sarbanes-Oxley
Act of 2002; the California Labor Code; the empl@mhand civil rights laws of California; Claims foreach of contract; Claims
arising in tort, including, without limitation, Alas of wrongful dismissal or discharge, discrimioat harassment, retaliation,
fraud, misrepresentation, defamation,




libel, infliction of emotional distress, violatiasf public policy, and/or breach of the implied coaat of good faith and fair
dealing; and Claims for damages or other remediasysort, including, without limitation, compensgy damages, punitive
damages, injunctive relief and attorney’s fees.

(b)  Notwithstanding the generality of the fgoeng, Executive does not release Claims for indéoation under
the Company’s Bylaws, California Labor Code Sec802 or any other applicable law, any director affider policies of
insurance in effect as of the Separation Date; &xex's right to bring to the attention of the E¢&anployment Opportunity
Commission or the California Department of Fair Emgment and Housing claims of discrimination, haraent or retaliation;
provided, however, that Executive does release Executive’s riglsetture any damages for alleged discriminatoryrireat; and
any other Claims that cannot be released as a modttw.

(c) Inaccordance with the Older Workers Bérifotection Act of 1990, Executive has been agtvisf the
following:

(i)  Executive has the right to consult withatorney before signing this Agreement;
(i)  Executive has been given at least twentg-(®21) days to consider this Agreement;

(i) Executive has seven (7) days after sigrtimg Agreement to revoke it, and Executive wilt neceive thi
severance benefits provided by Section 1 of thire&ment unless and until such seven (7) day paascxpired. If
Executive wishes to revoke this Agreement, Exeeutiust deliver notice of Executigetevocation in writing, by email, 1
later than 5:00 p.m. on the 7th day following Exea@is execution of this Release to Eric Schlezingé
eschezinger@tessera.com.

(d) EXECUTIVE ACKNOWLEDGES THAT EXECUTIVE HAS BEEMDVISED OF AND IS FAMILIAR WITH
THE PROVISIONS OF CALIFORNIA CIVIL CODE SECTION 124WHICH PROVIDES AS FOLLOWS:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR
SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH, IF KNOWN
BY HIM OR HER, MUST HAVE MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR.”

BEING AWARE OF SAID CODE SECTION, EXECUTIVE HEREBEXPRESSLY WAIVES ANY RIGHTS EXECUTIVE
MAY HAVE THEREUNDER, AS WELL AS UNDER ANY OTHER STAUTES OR COMMON LAW PRINCIPLES OF
SIMILAR EFFECT.

5. Compang Release of Executiverhe Company (on behalf of its predecessors, ssotg, and affiliates) releases
and forever discharges Executive, his spouse,,lgiceessors, assigns, representatives and agedtsll persons acting by, through, under or
in concert with them, or any of them (the “ ExecatRelease€y of and from any and all manner of Claims, whible Company now has or
may hereafter have against the Executive Releaseasy




of them, by reason of any matter, cause, or thihgtgoever from the beginning of time to the datedfe The released Claims include, but are
not limited to, Claims relating to Executive’s emyient or the discontinuance of Executive’s emplegtrand claims arising under federal,
state or local statutory or common law, such ashifornia Labor Code and California Business &feéssions Code Section 17200.

(& COMPANY ACKNOWLEDGES THAT COMPANY HAS BEERDVISED OF AND IS FAMILIAR WITH
THE PROVISIONS OF CALIFORNIA CIVIL CODE SECTION 124WHICH PROVIDES AS FOLLOWS:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR
SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH, IF KNOWN
BY HIM OR HER, MUST HAVE MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR.”

BEING AWARE OF SAID CODE SECTION, COMPANY HEREBY EPRESSLY WAIVES ANY RIGHTS COMAPNY MAY
HAVE THEREUNDER, AS WELL AS UNDER ANY OTHER STATUT&E OR COMMON LAW PRINCIPLES OF SIMILAR
EFFECT.

6. Additional Covenants€Executive and the Company further agree as falow

(&) Non-DisparagementExecutive agrees that he shall not disparagegize or defame the Company, its
affiliates and their respective affiliates, dirastoofficers, agents, partners, stockholders orleyags, whether verbally or by non-
verbal gesture or communication, either publiclyovately. Nothing in this Section 6(a) shall hamplication to any evidence or
testimony required by any court, arbitrator or goveent agency. The Company agrees that the TeEsehmologies, Inc. Board
of Directors (“Board”) and its Chief Executive Qffir shall not disparage, criticize or defame Exgeugither publicly or
privately. The Company will issue a press releasbé form exchanged concurrently herewith witlpees$ to Executive’s
separation and additional public disclosure shaltbnsistent with such press release or as otteraipiired by applicable
securities laws.

(b)  Non-Solicitation. Executive agrees that during the Term of the Ghing Agreement he shall not (without the
prior written consent of the Company) solicit, ditg or indirectly, personally or through otheraceurage, induce, attempt to
induce, solicit or attempt to solicit (whether oreEutive’s own behalf or on behalf of any othersperor entity) any employee,
consultant, independent contactor, vendor or custafithe Company to leave his or her employmesnisalting or independent
contractor relationship with the Company or to adedy alter his, her or its business arrangemeiitsthe Company. The
foregoing will not prohibit solicitation of employent where Executive can demonstrate by writtenroscthat the employee first
initiated contact with Executive.

(c)  Non-InterferenceExecutive agrees that during the Term of the CdaimguAgreement, he shall not (without
prior written consent of the Company) directly ndirectly, personally or through others, interferén any way seek to negative
influence the Company’s relationship or businegh wny employee, consultant, independent contrastockholder, vendor or
customer of the Company. The foregoing will nottpbit solicitation of employment where Executivenagemonstrate by written
records that the employee first initiated contaithixecutive.

4



(d)  Transfer of Company PropertyExecutive represents and warrants that, on mree¢he Resignation Date, he
left within his files and laptop turned over to tiempany all electronic or physical files, memoranecords, and other
documents, and any other electronic, physical sqral property of the Company which Executive imaliis possession, custody
or control.

(e) Executive’s CooperationAfter the Resignation Date, Executive shall coafeewith the Company and its
affiliates, upon the Company'’s reasonable requabe( than with respect to clause (iv) below, wHintecutive hereby agrees to
comply with beginning as of the Resignation Datthaut any further request by the Company), witlpees to any (i) prosecution
of or other filings and proceedings before the eibtates Patent and Trademark Office or othenpaffice with respect to any
pending or future patent applications or issueemat (ii) pending or future internal investigationadministrative, regulatory or
judicial proceeding involving matters within theope of Executive’s duties and responsibilitieshi®s €ompany during his
employment with the Company, including, withoutiliation, Executive being available to the Compapgrureasonable notice
for interviews and factual investigations, appeguahthe Company’s reasonable request to givaresl without requiring
service of a subpoena or other legal process,ngrover to the Company all relevant Company docuswhich are or may have
come into Executive’'s possession during his emphaytnand providing declarations as requested;o@ijsulting as set forth in
Consulting Agreement; and (iv) assistance and cadip@e related to the Company’s 2013 annual stolcidraneeting, including
not opposing, directly or indirectly, any incumbelirector nominees or supporting, directly or iedity any other nominee in
connection with such stockholder meeting. Such ecatpon shall be provided without charge duringpkeod from the date
hereof until the end of the term of the Consul#greement, and at a mutually agreeable rate dfeeterm of the Consulting
Agreement.

7. Representationg&xecutive and the Company warrant and represan{a) neither has filed or authorized the filing
of any complaints, charges or lawsuits againsbther or any released party with any governmergahay or court, and that if, unbeknowns
Executive or the Company, such a complaint, chardawsuit has been filed on his or its behalfoh& will immediately cause it to be
withdrawn and dismissed, (b) the execution, dejivard performance of this Agreement by Executive the Company does not and will not
conflict with, breach, violate or cause a defaulier any agreement, contract or instrument to whiacutive or the Company is a party or
judgment, order or decree to which Executive orGoenpany is subject, and (c) upon the executiondmtisery of this Agreement by tt
Company and Executive, this Agreement will be advahd binding obligation of Executive and the Camp, enforceable in accordance with
its terms (subject to the uncertainties of Califafdaw, the enforceability exceptions and the dison of a court or arbitrator in granting
equitable or legal relief). Executive further reggpts that (i) he has reported all hours workeaf fise date of this Agreement and has been
all compensation, wages, bonuses, commissionsprabehefits to which he may be entitled and nootleenpensation, wages, bonuses,
commissions and/or benefits are due to him, exagjprovided in this Agreement, and (ii) he has mavkn workplace injuries or occupational
diseases and has been provided and/or has notlbagrd any leave requested under the Family anddsliddeave Act or any similar state le
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8. No AssignmentExecutive and the Company warrant and reprekahinb portion of any of the matters released
herein, and no portion of any recovery or settlem@mvhich Executive or the Company might be esditlhas been assigned or transferred to
any other person, firm or corporation not a pastyhis Agreement, in any manner, including by wagubrogation or operation of law or
otherwise, other than in connection with Execuswééath. If any claim, action, demand or suit sthdnél made or instituted against the
Company, Executive or any other released partyusecaf any unpermitted assignment, subrogatioraoster by Executive or the Company,
Executive and the Company agree to indemnify and harmless the aggrieved party against such clagtion, suit or demand, including
necessary expenses of investigation, attorneys'ded costs.

9. Governing LawThis Agreement shall be construed and enforcedtdordance with, and the rights of the parties
shall be governed by, the laws of the State off@alia or, where applicable, United States fedkal in each case, without regard to any
conflicts of laws provisions or those of any statfeer than California.

10. _Adreement to ArbitrateAny dispute, claim or controversy based on, agsiut of or relating to Executive’s
employment or this Agreement shall be settled bglfand binding arbitration in San Jose, Califorbiefore a single neutral arbitrator in
accordance with the National Rules for the Resofutif Employment Disputes (the * Rul§=of the American Arbitration Association (* AAA
"), and judgment on the award rendered by the arbitraty be entered in any court having jurisdicti@rbitration may be compelled pursui
to the California Arbitration Act (Code of Civil Bcedure §8 1280 skq.). If the parties are unable to agree upon ariratbr, one shall be
appointed by the AAA in accordance with its Rulgach party shall pay the fees of its own attornthes expenses of its withesses and all othe
expenses connected with presenting its qasjided, however, Executive and the Company agree that, to theneggrmitted by law, the
arbitrator may, in his or her discretion, awardsm@ble attorneys’ fees to the prevailing pastgyvided, further, that the prevailing party sh:
be reimbursed for such fees, costs and expenseim atty-five (45) days following any such awaldit in no event later than the last day of
the Executive’s taxable year following the taxajgar in which the fees, costs and expenses weuerad; provided, further, that the parties’
obligations pursuant to this sentence shall tertaina the tenth (10 ) anniversary of the Separddiate . Other costs of the arbitration,
including the cost of any record or transcriptshaf arbitration, AAA’s administrative fees, the fafethe arbitrator, and all other fees and costs
shall be borne by the Company. This Section 10tenided to be the exclusive method for resolvinganrd all claims by the parties against
each other for payment of damages under this Ageeeor relating to Executive’s employmeptpvided, however, that neither this
Agreement nor the submission to arbitration shlitlthe parties’ right to seek provisional reliefcluding without limitation injunctive relief,
in any court of competent jurisdiction pursuanCalifornia Code of Civil Procedure § 1281.8 or anyilar statute of an applicable
jurisdiction. Seeking any such relief shall notdeemed to be a waiver of such p’s right to compel arbitration. Both Executive ahe
Company expressly waive their right to a jury trial

11. _Entire AgreemenfThis Agreement, the Consulting Agreement andXtbefidentiality Agreement constitute the
entire agreement between the parties with regatigetsubject matter hereof and the Confidentidlijyeement shall continue pursuant to its
terms and conditions. The Company and Executiva@eledge that the termination of Executive’'s empieyt with the Company was an
involuntary separation from service for the purgoseSection 409A of the Code, and the related Depant of Treasury regulations. Execut
acknowledges that there are no other agreemeriteenwroral or implied, and that he may not relyamy prior negotiations, discussions,
representations or agreements. This Agreement @ay b




modified only in writing, and such writing must bigned by Executive and the Chief Executive Officethe Company and recite that it is
intended to modify this Agreement. This Agreemeaiyrhe executed in separate counterparts, eachiofvghdeemed to be an original and all
of which taken together constitute one and the sagneement.

(Signature page(s) follow)
7



IN WITNESS WHEREOF, the undersigned have causexdShitlement Agreement and General Release tolhexecuted and
delivered as of the date indicated next to theipeetive signatures below.

DATED: January 15, 2013

/s/ Richard Chernicotl

Richard Chernicof

DATED: January 15, 2013

By: /s/ Robert A. Youn(

Chief Executive Officer
Tessera Technologies, Ir



Exhibit 10.49

Tessera Global Services, Inc.
Consulting Agreement

Richard Chernicoff

[redacted]

Date: January 15, 2013
Dear Rich:
1. Tessera Global Services, Inc. (togetheh ws affiliates, hereinafter “Tessera” or the f@pany”), a Delaware corporation, havin

principal place of business at 3025 Orchard Parkwdgn Jose, California 95134, wishes to obtain ysenvices as an indepenc
consultant/contractor (hereinafter “Consultant’@ty or “your”) on projects agreed upon by you or to be assignetidoompany (hereinaf
the “Projects”),and you as an independent Consultant desire to ydigr services to the Company and accept the rassigt to complete su
Projects. The initial Projects are briefly outlined Exhibit A attached hereto. This letter shall constitute areergent (the “Agreement”
between you and the Company, and contains alktimestand conditions relating to the services tbatpgrovide.

2. Either you or the Company may terminate Agreement at any time, with or without good @gwend with or without notice. Howev
for prudent business reasons, it is expected thlaéreparty will give at least one week (5 workid@ys) notice for termination of tl
Agreement, except for the termination that is dueaor performance, inability to complete Projeetsd/or unfeasibility of Projects. If t
Company terminates this Agreement for any reastirerdhan your material breach hereof or of thél&aent Agreement (as defined bel
the Companys obligations to provide you with all the considima set forth in Exhibit A including payments cesting that are scheduled |
date after termination of this Agreement will conté and survive termination.

3. As consideration for your services, yoll aé paid as set forth in Exhibit Attached hereto for actual work performed on Ptsjec

4, According to the nature of Projects, yoaynbe reimbursed for reasonable travel and othepfpocket expenses actually incurrec
you in connection with your services under this éament, provided that you must obtain prior apgrofahe Compan's Chief Financie
Officer of the Company for such expenses, and pexvithat you submit proper receipts for reimbursgni®eimbursement will not be allown
for expenses incurred without prior approval. Te #xtent that any reimbursements payable purswatitit Agreement are subject to
provisions of Section 409A of the Internal Reve@gzle of 1986, as amended (the “Codstjch reimbursements shall be paid to you no
than December 31 of the year following the yeawhich the expense was incurred, the amount of esggereimbursed in one year shall
affect the amount eligible for reimbursement in ampsequent year, and your right to reimbursemedéiuthis Agreement will not be subj
to liquidation or exchange for another benefit.

5. Your relationship with the Company shadl that of an independent Consultant; and bothgsmaggree and understand that it is nc
employment relationship. You will not be eligiblerfany employee benefits, nor will the Company md&ductions from payments madt
you for taxes, which shall be your sole responigybds an independent Consultant. In this regaod, lgereby represent and confirm to
Company that you act as an independent Consultahtttat you will pay all taxes, including federatate and local income taxes, Fl(
Medicare contributions, disability, and othe



6. As an independent Consultant, you shalehe authority to enter into contracts which bind Company or create obligations on the
of the Company without the express prior writterthadzation of the Company. Such authorization mistsigned by the Compasy’
representative in accordance to the Comparsignature and authorization policy or by the CHimancial Officer. In addition, as
independent Consultant, you may establish your aerk schedule, consistent with the needs of Prgje¢bu may determine the locat
where you perform services under this Agreementsistent with the timeliness and cestectiveness of completing Projects. If you desi
perform some part of the services on the Commapyémises, the Company will make the appropriatengements to accommodate <
needs. At times that you may work in the Compamyrasmises and use Compasyfurniture and equipment to facilitate the comipletol
Projects, such should not be construed as a condidir employment as an employee.

7. You and the Company acknowledge that geuvices will be requested on a project by prdjestis and that no continuing relationsh
created by this Agreement.

8. The Company has selected you to provideswting services based upon your experience apédrése and, accordingly, does
anticipate providing you with training or detailadtructions on all aspects of performing such isesz The Company is not retaining you
legal or accounting advice.

9. You confirm that you are doing businesamsndependent Consultant and that the Tax Ideatibn Number given by you hereunde
the correct 1.D. for tax reporting purpose. In diddi, you hereby represent and confirm that yod eakry your own worker compensat
insurance and other liability insurance coveragearaindependent contractor and that the Compangtisesponsible for such liability a
insurance.

10.  You shall keep in confidence and shall distlose or make available to third parties or makg use of any information or docume
relating to your services under this Agreemenbahe products, methods of manufacture, trade seq@mcesses, business practices, venc
customer lists, or confidential or proprietary inf@tion of the Company (other than information athgin the public domain), except with
prior written consent of the Company. The precediegtence will not restrict: (i) information thatatherwise publicly disclosed, other tha
a result of your breach of this Agreement or thenf@entiality Agreement (defined below), (ii) thgbu are requested by legal proces
disclose; provided that you give prompt writtenicetto the Company prior to such disclosure so thatCompany may seek an approp
protective order, or (iii) that you subsequentlgépendently developed without breach of this Agresnor the Confidentiality Agreement ¢
without access to confidential or priority inforrzat of the Company. You recognize that the Complaay received and in the future \
receive from third parties their confidential ooprietary information subject to a duty on the Camgs part to maintain the confidentiality
such information and to use it only for certainited purposes. You agree that you owe the Compadysach third parties, during the tern
this Agreement and thereafter, a duty to hold athsconfidential or proprietary information in theictest confidence and not to disclose
any person, firm or corporation or to use it exca@pinecessary in connection with the Projects stardi with the Compang’agreement wi
such third party. Upon termination of this Agreerngou will return to the Company all documents,otihher materials related to the serv
provided hereunder or furnished to you by the Camgp



Your obligations under this Section 10 shall suevigrmination of this Agreement. You also herebgficm your continuing obligations unc
the Employment Confidential Information, Inventidssignment and Arbitration Agreement (the “ Confitlelity Agreement’) executed b
you as of June 27, 201

11. As an independent Consultant, you willehall the necessary expertise of your own to cetepProjects. You agree and represen
you will not use, copy, or otherwise incorporatey amoprietary information of third parties to corafd Projects. The Company will |
authorize the use of third parties’ confidentiadl gmoprietary information.

12. You shall promptly disclose and herelgngfer and assign to the Company all right, tithel &nterest to all techniques, methe
processes, formulae, improvements, inventions &ubderies (collectively, the “Inventionsiyade or conceived or reduced to practice by
solely or jointly with others, in the course of piding services hereunder or with the use of materr facilities of the Company during
term of this Agreement and agree that such Invastare the sole property of the Company. When stqdeby the Company you will me
available to the Company all notes, drawings, datd other information relating to the Inventionouywill promptly sign any docume
(including U.S. and Foreign Patent Assignmentshiested by the Company related to the above assignoheuch Inventions. Any Inventic
assignable hereunder that constitute copyrightsitbgect matter shall be considered “works madédii@” as that term is defined in the Uni
States Copyright Act. You agree to assist the Cappar its designee, at the Company’s expenseyénygroper way to secure the Company’
rights in the above any copyrights, patents, maskkwights or other intellectual property right$ating to the assignable Inventions in any
all countries, including the disclosure to the Camypof all pertinent information and data with resjpthereto, the execution of all applicatit
specifications, oaths, assignments and all ottstriments which the Company shall deem necessamdar to apply for and obtain such ric
and in order to assign and convey to the Compasguiccessors, assigns and nominees the sole elndies rights, title and interest in anc
the assignable Inventions, and any copyrights,npsitenask work rights or other intellectual propetghts relating thereto. You agree th:
the Company is unable because of your unavailgbititssolution, mental or physical incapacity, or finy other reason, to secure )
signature to apply for or to pursue any applicafmmany United States or foreign patents or maskkvor copyright registrations covering
Inventions assigned to the Company above, therhgoeby irrevocably designate and appoint the Compad its duly authorized officers ¢
agents as your agent and attorney in fact, toacard in your behalf and stead to execute andafile such applications and to do all o
lawfully permitted acts to further the prosecut@amd issuance of patents, copyright and mask wagistrations thereon with the same ¢
force and effect as if executed by you.

13. You agree that if in the course of wogkom Projects you incorporate into any inventiompiovement, development, concept, disco
or other proprietary information owned by you omihich you have an interest, the Company is hegghpted and shall have a nonexclus
sublicensable, royaltfree, perpetual, irrevocable, worldwide licensemake, have made, modify, use and sell such iterpasisof or ir
connection therewith.

14. The Company understands that you do resemtly perform or intend to perform, during thent of this Agreement, consulting or ot
services for companies whose business or propas&addsses in any way involve the design or useaduyrts that would be competitive w
the products or proposed products of the CompdnlgoWever, you decide to do so within the consglfperiod of this Agreement, you agre
notify the Company in writing in advance (specifyithe organization with which you propose to cot)suid provide general, but r



confidential, information sufficient to allow theo@pany to determine if such consulting would canfliith areas of interest to the Compan
further services which the Company might requesyaf pursuant to this Agreement. This provisiongdaet restrict you from providii
consulting services to companies whose businessastdnvolve the design or use of such competiiraducts.

15. Any amendment to this Agreement musnbariting signed by you and the Company.

16. All notices, requests or other commuiicet called for by this Agreement shall be deemelave been given if made in writing
mailed, postage prepaid, if to you at the addresdosth above and if to the Company at the priakigffice shown above, or to such ol
addresses as either party shall specify to the .othe

17. The validity, performance and constructid this Agreement shall be governed by the lafvihe State of California. The Consult
warrants that (i) neither the execution nor perfange of this Agreement will conflict with or cortate a default of any agreement to whict
Consultant is a party, and (ii) no law, rule orinethce of the United States, a state or any otheerpmental agency will be violated dur
performance of the Projects, and will defend anldl lee Company harmless from any loss, cost or denas a result of any actual or alle
breach of these warranties.

18. You agree that it would be impossiblénadequate to measure and calculate the Comgpatayhages from any breach of the covel
set forth herein. Accordingly, you agree that ifijlareach any of the covenants set forth hereinCtivapany will have available, in additior
any other right or remedy available, the right ttain from any court of competent jurisdiction anunction restraining such breach
threatened breach and specific performance of adly provision. You further agree that no bond tireosecurity shall be required in obtair
such equitable relief, and you hereby consentedgtuances of such injunction and to the ordesfreyich specific performance.

19. This Agreement, the Settlement Agreemaant General Release of even date herewith betwessella Technologies, Inc. and you
“ Settlement Agreemeri), and the Confidentiality Agreement constitute théreragreement of the parties with regard to thgjesti matte
hereof and thereof and the Confidentiality Agreetrgdrall continue pursuant to its terms and condgtiand supersede any prior agreem
whether verbal or written, whether express or ieghlibetween them with respect to the subject miagiezof.

20. The intent of the parties is that therpagts and benefits under this Agreement be exeropt BSection 409A of the Code and
regulations and guidance promulgated thereunddle@tively, “ Section 409A") and, accordingly, to the maximum extent permittinds
Agreement shall be interpreted to be in compliatmegewith. Your right to receive any installmentpeents under this Agreement shal
treated as a right to receive a series of seppatments and, accordingly, each such installmepmpat shall at all times be considere
separate and distinct payment as permitted undgioB8et09A.



If this Agreement is satisfactory and acceptablgaio, please execute and return one copy to wEnieg the second copy for your file.

Yours very truly,

COMPANY AGREED AND ACCEPTEL
By: /s/ Robert A. Young /sl Richard Chernicof

Signatur
Title: President and CEO Richard Chernicof

Print Nam



EXHIBIT A
DESCRIPTION OF INITIAL CONSULTING PROJECTS
AND COMPENSATION

Projects
Ongoing cooperation with the Company as requesteallonatters relating to:

1. Current and potential licensees and litigantefintellectual Property business of the Compaitly respect to the Comparsypatents
2. Completion of performance evaluations for alpémgees of the Company who previously reporteddostiltant.
3. The Company’s upcoming annual stockholder mgetin

Except in connection with the foregoing and subjegtour continuing obligations under the Confidelity Agreement and your undertakit
herein or in the Settlement Agreement and Geneetdd®e dated as of the date hereof, nothing watrioe your other business activities
consulting arrangements during the term.

Schedule and Deliverables

The Agreement will become effective as of Januar2A 3 and expire on December 31, 2013, unlesdrated by one of the parties bet
such date.

Compensation

Subject to Consultant’s execution and mewecation of the Settlement Agreement, Company pea the Consultant twelve monthly fee:
$36,342 payable in arrears, with the first such thigrpayment due on or about February 1, 2013 &mpent for the period from January
2013 through January 31, 2013 (without pro ratmmtiie partial month). The final monthly paymenti e due on or about January 1, 201¢
the period from December 1, 2013 through DecembgeRB13. In no event will the payments to Consulfamsuant to this Agreement be
after March 15, 2014.

As a consultant of the Company, Consultant’s eggignts as described on Exhibit, Bvill continue to vest in accordance with the terat
such grants during the term of this Agreement andexercise of such grants will be in accordandd Wie terms and conditions pursuar
which the grant was made.

A Company purchase order number will be providedéderence only, which must be stated on the Gearsils invoice. Consultant agrees
complete a Form W-9 prior to starting work undes thgreement.
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EXHIBIT B
EQUITY AWARDS



Exhibit 21.1
SUBSIDIARIES OF THE REGISTRANT

ANSI Partners, LLC, a Delaware limited liability mpany

DigitalOptics Corporation, a Delaware corporation

DigitalOptics Corporation Asia Limited, a compamganized under the laws of Hong Kong
DigitalOptics Corporation East, a Delaware corporat

DigitalOptics Corporation Europe Limited, an Irimited corporation

DigitalOptics Corporation Europe SRL, a Romanianitiéd liability corporation

DigitalOptics Corporation Holdings, a Delaware amgtion

DigitalOptics Corporation International, a Delawargporation

DigitalOptics Corporation Israel Limited, a compasrganized under the laws of Israel
DigitalOptics Corporation Japan GK, a Goda KaigBK) organized under the laws of Japan
DigitalOptics Corporation Korea Limited, a compairganized under the laws of Republic of Korea
DigitalOptics Corporation MEMS, a Delaware corpaat

DigitalOptics Corporation Taiwan Co., Ltd., a comparganized under the laws of Taiwan
DigitalOptics Corporation Technology Zhuhai Co.dLta company organized under the laws of the R&Rlepublic of China
Eyesquad GmbH, a company organized under the la@gmnany

Eyesquad Limited, a company organized under ths vsrael

FotoNation Vision Limited, an Irish limited corpaian

Invensas Corporation, a Delaware corporation

Tessera, Inc., a Delaware corporation

Tessera Advanced Technologies, Inc., a Delawangocation

Tessera Cayman, a company organized under theofallee Cayman Islands

Tessera Electronic Miniaturization Technical Seegi¢Shanghai) Limited, a company organized undelas of the People’s Republic of
China

Tessera Global Services, Inc., a Delaware corporati

Tessera Intellectual Property Corp., a Delawarpation



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

We hereby consent to the incorporation by referémtiee Registration Statement on Form S-8 (No8-B33597, 333-151659, 333-
137933, 333-131457, 333-116369, 333-115311, 33238)0f Tessera Technologies, Inc of our reporeddtarch 1, 2013 relating to the
consolidated financial statements, financial statetnschedule and the effectiveness of internalrobaver financial reporting, which appear:
this Form 10-K.

/sl PricewaterhouseCoopers LLP

San Jose, California
March 1, 2013



Exhibit 31.1

Certification of the Chief Executive Officer
Pursuant to Rule 13a-14(a) of the Securities Exchge Act of 1934

I, Robert A. Young, certify that:

1. I have reviewed this annual report on Forr-K of Tessera Technologies, In
2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirgg defined in Exchange Act Rules
13&-15(f) and 15-15(f)) for the registrant and hav
a) designed such disclosure controls and procedoresiused such disclosure controls and procedoss designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa
b) designed such internal control over financigloréing, or caused such internal control over foialhreporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentiikineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant
d) disclosed in this report any change in the tegi$'s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a
5.  The registrant’s other certifying officer anlldve disclosed, based on our most recent evaluatiorernal 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 material weads®es in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpahcial information; an
b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin
Date: March 1, 2013 / s/ ROBERTA. Y OUNG

Robert A. Younc
President and Chief Executive Offic



Exhibit 31.2

Certification of the Chief Financial Officer
Pursuant to Rule 13a-14(a) of the Securities Exchge Act of 1934

I, C. Richard Neely Jr., certify that:

1. I have reviewed this annual report on Forr-K of Tessera Technologies, In
2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirgg defined in Exchange Act Rules
13&-15(f) and 15-15(f)) for the registrant and hav
a) designed such disclosure controls and procedoresiused such disclosure controls and procedoss designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa
b) designed such internal control over financigloréing, or caused such internal control over foialhreporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentiikineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant
d) disclosed in this report any change in the tegi$'s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a
5.  The registrant’s other certifying officer anlldve disclosed, based on our most recent evaluatiorernal 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 material weads®es in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpahcial information; an
b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin
Date: March 1, 2013 /s/ C. RICHARD N EELY JR.

C. Richard Neely Ji
Executive Vice President and Chief Financial Offi



Exhibit 32.1

CERTIFICATION PURSUANT TO
RULE 13a-14(b) OF THE SECURITIES EXCHANGE ACT OF 1934
AND 18 U.S.C. SECTION 1350

In connection with the Annual Report of Tesserahfedogies, Inc., a Delaware corporation (the “Conmydg on Form 10-K for the year
ended December 31, 2012 as filed with the Secs@tiel Exchange Commission (the “Report”), |, RoBerYoung, President and Chief
Executive Officer of the Company, certify, pursuamRule 13a-14(b) of the Securities Exchange Adt984 and 18 U.S.C. § 1350, as adoptet
pursuant to § 906 of the Sarbanes-Oxley Act of 28t to my knowledge:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfewAct of 1934, as amended; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and result of operations of the
Company.

/s RoBERTA. Y OUNG

Robert A. Younc

President and Chief Executive Offic
March 1, 201:

CERTIFICATION PURSUANT TO
RULE 13a-14(b) OF THE SECURITIES EXCHANGE ACT OF 1934
AND 18 U.S.C. SECTION 1350

In connection with the Annual Report of Tesserahfedogies, Inc, a Delaware corporation (the “Conydgron Form 10-K for the year
ended December 31, 2012 as filed with the Secsidtiel Exchange Commission (the “Report”), I, Chaid Neely, Jr., Executive Vice
President and Chief Financial Officer of the Comparertify, pursuant to Rule 13B4(b) of the Securities Exchange Act of 1934 andJ18.C.
§ 1350, as adopted pursuant to § 906 of the Sasbarkey Act of 2002, that to my knowledge:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeAct of 1934, as amended; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and result of operations of the
Company.

/s/ C. RICHARD N EELY JR.

C. Richard Neely J

Executive Vice President and Chief Financial Offi
March 1, 201:

A signed original of this written statement reqditey Rule 13-14(b) of the Securities Exchange Act of 1934 ahtd 5.C. Section 1350 has
been provided to the Registrant and will be retdibg the Registrant and furnished to the Securéed Exchange Commission or its staff u
request.



