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Cautionary Statement Regarding Forward-Looking Staements

This Annual Report contains forward-looking statategwhich are subject to the safe harbor provisioreated by the Private Securities
Litigation Reform Act of 1995. Words such“expects,” “anticipates,” “plans,” “believes,” “seeks,” “estimates,” “could,” “would,” “may,”
“intends,” “targets” and similar expressions or vations of such words are intended to identify farg+looking statements, but are not the
exclusive means of identifying forward-looking staénts in this Annual Report. The identificatiosartain statements as “forward-looking”
is not intended to mean that other statements petifically identified are not forward-looking. Atatements other than statements about
historical facts are statements that could be dekfopvard{ooking statements, including, but not limitedstatements that relate to our futi
revenues, product development, demand, acceptamcmarket share, growth rate, competitiveness,gnoargins, levels of research,
development and other related costs, expendittitesputcome or effects of and expenses relatatigation and administrative proceedings
related to our patents, our intent to enforce mitellectual property, our ability to license outtéhiectual property, the effect of cost-saving
measures, tax expenses, cash flows, our abilligualate and recover the carrying value of ouréstments, our management's plans and
objectives for our current and future operationsy plans for quarterly and special dividends andcétrepurchases, the levels of customer
spending or research and development activitiesegd economic conditions, and the sufficiencyiraricial resources to support future
operations and capital expenditures.

Although forwarelooking statements in this Annual Report refleéet good faith judgment of our management, suckrs@tts can only be
based on facts and factors currently known by wsmsequently, forward-looking statements are inhtyesubject to risks, uncertainties, and
changes in condition, significance, value and ¢ffeécluding those discussed below under the hegptiisk Factors” within Part I, Iltem 1A of
this Annual Report and other documents we file friome to time with the Securities and Exchange Cission (the “SEC”), such as our
annual reports on Form 10-K, our quarterly repoais Form 10-Q and our current reports on Form 8-Kicl risks, uncertainties and changes
in condition, significance, value and effect cocddise our actual results to differ materially frolhose expressed herein and in ways not
readily foreseeable. Readers are urged not to plawhie reliance on these forward-looking statememiéch speak only as of the date of this
Annual Report and are based on information curreatid reasonably known to us. We undertake no atimdig to revise or update ar
forward-looking statements in order to reflect any eventicumstance that may arise after the date o tnnual Report. Readers are urged
to carefully review and consider the various disciees made in this Annual Report, which attempiddise interested parties of the risks and
factors that may affect our business, financialditan, results of operations and prospet

Item 1. Business

Corporate Information

Our principal executive offices are located at 3@@bhard Parkway, San Jose, California 95134. €aphone number is (408) 321-6000. We
maintain a website at www.tessera.cdrne reference to our website address does notittdashcorporation by reference of the information
contained on this website.

Tessera, the Tessera logo, uBGA, uPILR, DOC, th€ go, FotoNation, the FotoNation logo, DigitalApee, FaceTools, FacePower,
FotoSavvy, Invensas, the Invensas logo, XxFD, FOD DA-D, QFD, and BVA are trademarks or registeradémarks of the Company or its
affiliated companies in the U.S. and other coustrfdl other company, brand and product names nealyddlemarks or registered trademark
their respective companies.

In this Annual Report, the “Company,” “we,” “us” @afiour” refer to Tessera Technologies, Inc., whigterates its business through its
subsidiaries. Unless specified otherwise, the fir@mesults in this Annual Report are those of@menpany and its subsidiaries on a
consolidated basis.

Overview

Tessera Technologies, Inc., including its Inverssas FotoNation subsidiaries, generates revenue lfoemsing our technologies and
intellectual property to customers and others whplément it for use in areas such as mobile comgwthd communications, memory and
storage, and 3-D Integrated Circuit (“3DIC") teclogies, among
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others. Our technologies include semiconductor @giclg and interconnect solutions, and productssahdions for mobile and computational
imaging, including our FaceTool¥, FacePowel", FotoSavvy™, DigitalAperture™ , face beautification, red-eye removal, High Dynami
Range, autofocus, panorama, and image stabilizatiellectual property.

Our operations have undergone many changes duditg @nd 2014. The following restructuring and othativities have occurred:

* In 2013, we sold our Micro-Optics business basgdharlotte, North Carolina. Originally purchase®006, this business focused on
diffractive optical elements, refractive opticadmlents, and integrated micro-optic sagsemblies. All assets of this business were
during the 2013 sale except for the related lamttanlding and certain fabrication assets. We nedithose assets and leased them t
the buyer until they were sold in August of 2014.

* In 2013, we closed our leased manufacturindifaéh Zhuhai, China (the "Zhuhai Facility") andrsolidated our manufacturing
capabilities into Taiwan. By closing the Zhuhai #i¢ our strategy was to no longer supply the Yehcamera module. Our primary
focus was developing the mems|cam actuator, theiimgaoftware and user applications, and manufaagand supplying only the
lens barrel. As a result of this closure, certaisess in the Zhuhai Facility were considered ingghor written off entirely. The assets
of this facility were either sold or transferredaior mems|cam manufacturing operations in Taiwan.

* InJanuary 2014, we announced the cessatiol mieans|cam manufacturing operations. As part e§¢hefforts, we are no longer
operating facilities in Arcadia, California, Rockers New York, Taiwan and Japan. As a result ofé¢hactions, certain assets were
impaired or were written off entirely and restruatg and other charges were taken in 2013 anditstehialf of 2014. All material
assets of these operations were sold or licensadhiod party in December 2014.

In this document, the operations and financial ltesif these operations are considered discontiopedations. For further discussion of these
transactions, see Note 6 Biscontinued Operations Note 8—" Goodwill and Identified Intangible Assétand Note 15- "Restructuring,
Impairment of Lon-Lived Assets and Other Charges'the Notes to Consolidated Financial Statements.

As a result of the actions noted above, durinditsequarter of 2014, we determined that we oeoalr business in one operating segment,
focused on the monetization of intellectual propdnbth internally developed and acquired, throtgyalties, licenses and other means.
Previously, we operated in two operating segmehittellectual Property and DigitalOptics. All finaatresults and discussions below relate tc
continuing operations unless otherwise specifieti@nform to our determination that we now opeiai single operating segment.

Significant Revenue Generating Subsidiaries

Tessera, Inc.'s research and development ledidfisant innovations in semiconductor packagindhtedlogy. Semiconductor packaging
creates the mechanical and electrical connectibmd®n semiconductor chips and systems such as ¢ers@nd communication equipment,
often via connection to printed circuit boards. Pétented these innovations, often referred to gssitale packaging, which were widely
adopted in the industry. The wave of adoption wégally led by Intel Corporation, and over timeany semiconductor companies and
outsourced assembly and test companies adopteedeology and entered into license agreementsvefisera, Inc.

Invensas Corporation, founded in 2011, is a wholiyned subsidiary of Tessera Technologies, Inc.aale@der in semiconductor interconnect
innovation and intellectual property licensing. émgas innovates in three primary areas: (i) DRABI Eliash memory, (i) mobile computing
and communications, and (iii) 3DIC technology. Insas’s engineering teams develop and prototype tieesnologies in extensive assembly
and test laboratories, as well as performing frdidpict reliability testing and acceptance testBygbuilding collaborative partnerships with
world-class manufacturing companies and high-voleeu@&pment suppliers, Invensas then licenses tieeb@ology solutions to original
equipment manufacturers ("OEMs"), original desiggnoifacturers ("ODMs"), and integrated device mactufas ("IDMs"), and supports the
technology transfer at the customer sites.

Within each of these three Invensas sub-portfglioesmory, mobile, and 3DIC), Invensas has createdifip product solutions that address
critical needs in the market. For example, XD Invensas’s multi-chip DRAM technology,
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was designed to provide a bridge between single-BRAM and 3DIC DRAM, and it has gained interesth®DEMs and memory module
builders. BVA (Bond Via Array), one of Invensas'®hile packaging solutions, addresses the needafudbidth and power reduction in
mobile devices, and Invensas with its partnersianéing on developing high-volume equipment andcpeses to support mass adoption.
Finally, Invensas innovates in the 3DIC space. 3INGich incorporates Through Silicon Vias, is widekpected to be the next major
inflection in semiconductor packaging, and applieab multiple markets, including networking, datarage, computing and mobility.

FotoNation Limited, which is comprised of world-staimage scientists and advanced mathematiciansnge to innovate in product and
system-level imaging technologies. FotoNation Iges its software solutions for mobile imaging,liting the following solutions:

« FaceTools" provides face-oriented imaging technology suchaae fletection/tracking, smile/blink detection, es@ removal, face
recognition and face beautification. When combinéth our hardware acceleration technology, theqgrerfince of these applications
for both video and still images is enhanced.

» Face beautification allows users to automatjoatihance portraits (still and video) with featusash as skin toning, face slimming, eye
brightening, and teeth whitening.

« FotoSavvyMis a solution that enables the novice user of atmpiane camera to take pictures like a professiphatographer with
various aides that are provided by the camerandbles DSLR like pictures from the camera-phone.

« FacePowelenables the camera of a smart-phone to be a lowempsswnsor, in order to save battery power throatgiligent analysis
and processing means. It also powers up when daaer at the screen. High-dynamic range (HDR) &sabsers to capture quality
images even in the presence of a wide range dirigltonditions (e.g., bright lights or sun).

e Panorama enables users to easily and automataratiye panoramic images in a single step with®€ @r editing softwar

* Image stabilization corrects for motion blur andlghinduced during video captt

In addition to the FotoNation mobile imaging tecluyy, other elements of our imaging intellectuaperty portfolio include MEMS autofoc
technology, camera module technology, biometrichentication and other imaging technologies thakeveeveloped or acquired.

Customers

Our technologies have been licensed to more thao8panies. These customers include Intel CorparatiG Electronics, Micron
Technology, Inc., Samsung Electronics Co. Ltd, 2hen O-Film Tech Co., LTD, SK hynix Inc. and Songrforation, among others.

Sales and Marketing

Our sales activities focus primarily on developdtigect relationships at the technical, marketing arecutive management levels. Product
marketing focuses on identifying the needs andyrbequirements of our customers. Product margetiso manages the development of all
of our technologies throughout the developmenteweld creates the required marketing materialsdistawith the adoption of the
technologies. Early in 2014, we restructured thessand marketing organization to strengthen ouketeng efforts, especially to build product
strategy for the mobile phone segment as well &saioat new opportunities in other adjacent market

Research & Development

Our research and development groups work closedly edir sales and marketing groups, as well as astomers and partners, to bring our
technologies to market in a timely, high qualitdamst efficient manner. As of December 31, 201& employed 130 engineers and
technologists devoted to semiconductor packagitiggresemiconductor technologies and our imagingrelogies. Research and development
and other related costs totaled approximately $8iillion, $32.4 million and $38.9 million for theegrs ended December 31, 2014, 2013 and
2012, respectively.

Intellectual Property Portfolio

As of December 31, 2014, we owned approximatel3@ |0Onited States patents and patent applicatieanaedl as approximately 1,669 foreign
patents and patent applications. The expiratioasdat our issued patents range from 2015 to 2033.
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We evaluate intellectual property portfolios in fredd of advanced semiconductor packaging andidiéleyond semiconductor packaging
technologies, such as circuitry technologies. Qrateation criteria for patent acquisitions inclufler, example: the size of the portfolio, the
sales and profitability of the relevant products; view of the prospects of the market for thevate products, legal criteria and our assess
of the likelihood of obtaining negotiated licenses.

Strategy

We have developed significant capabilities in |I&iag, technical analysis and license administraéi®me have sought reasonable royalties
from companies that adopted our technologies. titiat to licensing the Tessera, Inc. portfolio, aleo license technology developed and
acquired by Invensas, such as the Invensas liggrsements announced with SK hynix Inc. in Jangat8, Samsung Electronics Co., Ltd. in
January 2014 and Micron Technology, Inc. in Julg20Nhen appropriate, we seek to engage potemihégisting customers to license or
otherwise adopt our innovative technologies sepbratr in conjunction with licensing our other patied technologies.

Reasonable royalties for our patented inventioasast secured through negotiated license agresiameby avoiding the uncertainties of
litigation and increasing the likelihood of our ologies being adopted.

Obtaining reasonable royalties for use of our eimgrtechnologies is generally dependent on:

. Explaining the benefits of new technology, inéhglany size, power and performance benefits;
. Explaining the value proposition over existingatternative technologies;

. Explaining the manufacturability of the technakxg

. Defeating any bias against externally developddt®ns; and

. Providing technical and market data supportirgrtiyalties we are seeking.

Although our licensing team is engaged with manyisenductor companies and Tessera, Inc. and Ingdmsee licensed many semiconductol
companies to our technologies, some of the compdhat use our patented technologies have not tasiiynentered into license agreements.
As a result, we have developed significant abditie plan, execute and sustain litigation actigit/e view litigation as a tool, not a strategy,
and one that we use only when necessary. We bahevdolding a significant cash and cash equivalposition is essential to maintaining the
credibility of our litigation capabilities. While avhave settled a substantial majority of our ountitag litigation in 2013, 2014 and the
beginning of 2015, if we are unable to secure Beeagreements on favorable terms through negotsati®@ may have to file new litigation to
enforce our rights. See Part 1, lteniL8gal Proceedings.

We plan to continue licensing our FotoNation impgecessing products to additional major OEMs aiadf@im providers in the smartphone
market, as well as seek new opportunities in adjacmrkets where technologies related to our FaoksT¥, biometrics, and other
technologies are relevant and can be gainfullyalegd. Such markets could include the automotiveuoveillance segments.

Competition

We compete with internal design groups at semicordunanufacturers, assemblers, and electronic oaeng and system manufacturers, wh
may create their own packaging solutions that caenpéth our technologies that we license. We atsmefa form of competition known as
royalty stacking. Royalty stacking refers to sitoas in which a single product potentially infrirsgen many patents, and thus may bear
multiple royalty burdens. Our customers’ willingeesnd ability to pay reasonable royalties is, int,Efected by the number of patents
infringed by a particular customer product, theaaniration of the holders of those patents, théoowsr’s cost of licensing those patents, and
the profitability of the infringing product. We al€ompete with other firms in acquiring patent fadids or partnering with owners of patent
portfolios. The key competitive factors includedirtial resources and willingness to pay, experiempatent licensing, reputation as a licer
litigation history, and licensing strategy for thgbject portfolio.

The FotoNation image processing technologies sadfaae Detection and our other FaceTools prodoctpete with other image processing
software vendors such as ArcSoft, Inc. as welhtermal design groups of our customers providingjlar technologies by employing different
approaches. We also expect to see other compethgadlogies emerge.
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Employees

As of December 31, 2014, we had 203 employees, 1@thin research and development (including em@syeho perform engineering,
assembly, design and infrastructure services undgieservice agreements with third parties) andgeineral administration, including general
management, legal, human resources, informatidmt#ogy, finance and accounting, and 33 in saleskeating and licensing. We have never
had a work stoppage among our employees and norperisare represented under collective bargainijngeaments. We consider our relations
with our employees to be good.

Customer Concentration

All of our revenues are denominated in U.S. dolla@fe following table sets forth revenues gener&i@th customers comprising 10% or more
of total revenues for the periods indicated:

Years Ended
December 31,

2014 2013 2012
Powertech Technology Inc. 34% *0% 11%
Samsung Electronics 24% 11% 10%
SK hynix Inc. 11% 26% *%
Sony Corporation *% 18% *0%
Micron Technology, Inc. *0% *0% 15%
Spansion Inc. *0% *0% 12%

* denotes less than 10% of total revenues.

A significant portion of our revenues are deriveshf customers headquartered outside of the U.i@gipally in Asia, and we expect these
revenues will continue to account for a significpattion of total revenues in future periods. Thlelé below lists the geographic regions of the
headquarters of our customers and the percentage@iues derived from each region for the periodicated:

Years Ended
December 31,

2014 2013 2012
Taiwan 36% 2% 14%
Korea 35% 37% 20%
u.sS. 14% 25% 49%
Japan 4% 29% 11%
Other Asia 10% 6% 4%
Europe and other 1% 1% 2%

See Note 14—Segment and Geographic Informatiénn the Notes to Consolidated Financial Statemenmtadditional geographic informati
about our revenues and long-lived assets.

The international nature of our business exposés asiumber of risks, including, but not limited t
» laws and business practices favoring local coms:
* increased tax rates and withholding tax obl@aion license revenues that we may not be aldffdet fully against our U.S. tax
obligations;
» difficulties in enforcing U.S. judgments and ordagainst foreign persons and products made overaee
» less effective protection of intellectual propettgan is afforded in the U.S. or other developecdhtaes

Available Information

Our Internet address is www.tessera.com where we @aailable, free of charge, our annual reporfform 10-K, quarterly reports on Form
10-Q, current reports on Form 8-K and any amendsnenthose reports, as soon as reasonably praletiatibr we electronically file such
material with, or furnish it to, the SEC. Our SE£ports can be
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accessed through the investor relations secti@muofvebsite. The information found on our websitaat incorporated into this or any other
report we file with or furnish to the SEC.

Iltem 1A. Risk Factors

Our operations and financial results are subjegatmus risks and uncertainties, including thossadibed below, that could adversely affect
our business, financial condition, results of ofiers, cash flows, and the trading price of our own stock.

Our revenues are concentrated in a few customers drnf we lose any of these customers, or these cuskers do not pay us, our revenues
could decrease substantially.

We earn a significant amount of our revenues frdiméed number of customers. For the years endeceinber 31, 2014, 2013 and 2012,
there were three, three and four customers, raspbgtthat each accounted for 10% or more of todgkenues. We expect that a significant
portion of our revenues will continue to come frartimited number of customers for the foreseealtigré. If we lose any of these customers,
or these customers do not pay us, our revenued degfease substantially. In addition, a signifigaortion of our recurring revenue is the
result of structured payment terms in connectiath wie settlement of litigation matters. If we ar@ble to replace the revenue from an
expiring license or at the end of structured paytnierms of a settlement agreement with similar nexeefrom other customers, our royalty
revenue could be adversely impacted as comparneeriods prior to such expiration or the end of spahiment terms.

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 agreemerun 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 renew or
replace these agreements in order to maintainem@niue base. If we are unable to replace the revigam an expiring license with similar
revenue from other customers, our royalty revermugdcbe adversely impacted as compared to periodstp such expiration.

Furthermore, we may not be able to continue licensustomers on terms favorable to us, under tistigg terms or at all, which would harm
our results of operations. While we have expandedicensable technology portfolio through interdavelopment and patents purchased fror
third parties, there is no guarantee that thesesunea will lead to continued royalties. If we failcontinue to do business with our current
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 revenuesririicenses and royalties including structured eetédnt payments. The success of our
licensing business depends on our ability to cametito develop and acquire high quality patent pta$. We devote significant resources to
developing new technologies and to sourcing andigng patent portfolios to address the evolvingd®of the semiconductor and the
consumer and communication electronics industmelsvge must continue to do so in the future to rencaimpetitive. Developments in our
technologies are inherently complex, and requing ldevelopment cycles and a substantial investivefiore we can determine their
commercial viability. Moreover, competition for aggng high quality patent portfolios is intensedathere is no assurance that we can con
to acquire such patent portfolios on favorable tervile may not be able to develop and market namproved technologies in a timely or
commercially acceptable fashion. Furthermore, eguaed and developed patents will expire in thariet Our current U.S. issued patents
expire at various times through 2033. We need w@ld@ or acquire successful innovations and ob&enue-generating patents on those
innovations before our current patents expire, @ndfailure to do so would significantly harm owrsiness, financial position, results of
operations and cash flows.

We have in the past and may in the future be invokd in litigation and administrative proceedings inwlving some of our key patents;
any invalidation or limitation of the scope of ourkey patents could significantly harm our business.

As more fully described in Part |, Item Begal Proceedingswe have been in the past and may in the futuiavmved in litigation involving
some of our patents. The parties in these legadrecoften challenge the validity, scope, enfordégland ownership of our patents. In
addition, in the past requests for reexaminatioreview have been filed in the U.S. Patent and 8maatk Office ("PTQO") with respect to pat
claims that were at issue in one or more of oigdtton proceedings, and oppositions have beed &itginst us with respect to our patents in
the European Patent Office. During a reexaminatioreview proceeding and upon completion of theepealing, the PTO may leave a patel
its present form, narrow the scope of the patectarcel some or all of the claims of the patent.dx@ample the PTO has issued several Off
Actions rejecting or maintaining earlier rejectiaafamany of the claims in some of our patents. Ftione to time we assert these patents and
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patent claims in litigation and administrative predings. If the PTO's adverse rulings are upheldppeal and some or all of the claims of the
patents that are subject to reexamination are &@shosur business may be significantly harmed dditgon, counterparties to our litigation and
administrative proceedings may seek and obtainrsiestay these proceedings based on rejectiodiaiais in PTO reexaminations or review
proceedings, and other courts or tribunals revigveiar legal actions could make findings adverseutointerests, even if the PTO actions are

not final.

We cannot predict the outcome of any of these maiogs or the myriad procedural and substantivéamsin these proceedings. If there is ar
adverse ruling in any legal or administrative pextiag relating to the infringement, validity, enfeability or ownership of any of our patents,
or if a court or an administrative body such asRA® limits the scope of the claims of any of catgmts or concludes that they are
unpatentable, we could be prevented from enforomegarning future revenues from those patentsttamtikelihood that customers will take
new licenses and that current licensees will caetito agree to pay under their existing licensesdcbe significantly reduced. The resulting
reduction in license fees and royalties could sigguntly harm our business, consolidated finanp@ition, results of operations and cash flc
as well as the trading price of our common stock.

Furthermore, regardless of the merits of any cl#ira,continued maintenance of these legal and astmitive proceedings may result in
substantial legal expenses and diverts our manag&ntiene and attention away from our other busirmgeerations, which could significantly
harm our business. Our enforcement proceedingstatarically been protracted and complex. The timeesolution and complexity of our
litigation, its disproportionate importance to duusiness compared to other companies, the progdasidelay in patent litigation, and the
potential that we may lose particular motions al asethe overall litigation could all cause sigesint volatility in our stock price and have a
material adverse effect on our business and cataeli financial position, results of operations aash flows.

The timing of payments under our license and settteent agreements may cause fluctuations in our quagtly or annual results of
operations.

From time to time we enter into license and settiehagreements that include pricing or paymentsehat result in quarter-to-quarter or year-
over-year fluctuations in our revenues, such asmel pricing adjustments. The effect of these temag also cause our aggregate annual
royalty revenues to grow less rapidly than annuaivth in overall unit shipments in the applicabfelenarket. Additionally, our customers
may fail to pay, delay payment of or underpay what/ owe to us under our license and settlememeagents, which may in turn require us to
enforce our contractual rights through litigatioesulting in payment amounts and timing differdvatrt expected based on the terms of our
license and settlement agreements. This also meseaaur revenues to fluctuate on a quarter-to-quartyear-over-year basis.

Recent and proposed changes to U.S. patent laws apmebposed changes to the rules of the U.S. PatemtcaTrademark Office may
adversely impact our business.

Our business relies in part on the uniform andhisally consistent application of U.S. patent lsamsl regulations. There have been numerou
recent changes and proposed changes to the patenahd rules of the U.S. Patent and Trademark®©ffPTO"), which may have a
significant impact on our ability to protect ouclteology and enforce our intellectual property tighror example, we expect that Congress
may consider bills relating to patent reform thalld adversely impact our business depending osdbpe of any bills that may ultimately be
enacted into law. In addition, in recent years rtohave interpreted U.S. patent laws and reguiatibfferently than in the past, and in
particular the U.S. Supreme Court has decided éeuof patent cases and continues to review mdenpeases than it has in the past. Some
of these changes or potential changes may notyantabeous for us, and may make it more difficublbtain adequate patent protection or to
enforce our patents against parties using thenowith license or payment of royalties. These chang@otential changes could increase the
costs and uncertainties surrounding the prosecofionr patent applications and the enforcememtedense of our patent rights, and could
have a deleterious effect on our licensing progaauh, therefore, on the royalties we can collect.

Some of our license agreements may convert to fulpaid-up licenses at the expiration of their terms, or upn certain milestones, and w
may not receive royalties after that time.

From time to time we enter into license agreem#rasautomatically convert to fully paid-up licesagoon expiration or upon reaching certain
milestones. For example, Tessera, Inc.'s licensgeatent with Texas Instruments, Inc. automaticadigverted to a fully paid-up license on
December 31, 2013, assuming that Texas Instruncentglied with all terms and conditions of the liseragreement up through its expiration.
We may not receive further royalties from licensiesany licensed technology under those agreenikthisy convert to fully paid-up licenses
because such licensees will be entitled to contirsileg some, if not all, of the relevant intelledtproperty or technology under the terms o
license agreements without further payment, eveslé@vant patents or technologies are still inafféf we cannot find another source of
revenue
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to replace the revenues from these license agrdsrmoenverting to fully paid-up licenses, our resuit operations following such conversion
would be materially adversely affected.

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 semizdodchips for DRAM, digital signal
processors, application-specific standard prodecticonductors, application-specific integrateddiscand memory. In addition, we derive
substantial revenues from the incorporation ofteahnology into mobile devices. If demand for semuuctors in any one or a combination of
these market segments or products declines, oaityagvenues will be reduced significantly and business would be harmed.

The long-term success of our business is dependemt a royalty-based business model, which is inhertn risky.

The long-term success of our business is depemaefuture royalties paid to us by licensees. Rgyadtyments under our licenses may be
based, among other things, upon the number ofrilakttonnections to the semiconductor chip in ekpge covered by our licensed
technology, a percent of net sales, a rate pergugcla per unit sold basis or a fixed quarterly @md/Ne are dependent upon our ability to
structure, negotiate and enforce agreements fadetermination and payment of royalties, as wellfa@n our licensees' compliance with their
agreements. We face risks inherent in a royaltgtdsisiness model, many of which are outside otouatrol, such as the following:

the rate of adoption and incorporation of our tetbgy by semiconductor manufacturers, and assembtanufacturers of
* consumer and communication electronics, and thenzative and surveillance industry;

the willingness and ability of materials and equiminsuppliers to produce materials and equipmexttsilpport our licensed
* technology, in a quantity sufficient to enable vokimanufacturing;

*  the ability of our licensees to purchase such reseand equipment on a cost-effective and timelsid

the length of the design cycle and the ability ®famd our customers to successfully integrate inavfaour FotoNation
technologies into their integrated circuits;

*  the demand for products incorporating semicondsdtwat use our licensed technology;
* the cyclicality of supply and demand for producighg our licensed technology;
*  the impact of economic downturns; and

the timing of receipt of royalty reports may noteheur revenue recognition criteria resulting uncfuation in our results of
*  operations.

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 often requirdicensees to document their use of our techryodogl report related data to us on a
quarterly basis. Although our license terms geiegive us the right to audit books and recordswflicensees to verify this information,
audits can be expensive, time consuming, and mageoost justified based on our understandinguofioensees' businesses, especially give
the international nature of our licensees. Oumiggecompliance program audits certain licenseesview the accuracy of the information
contained in their royalty reports in an effortdiecrease the likelihood that we will not receive thyalty revenues to which we are entitled
under the terms of our license agreements, butanaat give assurances that such audits will begfteto that end.

The markets for semiconductors and related productsire highly concentrated, and we may have limitedpportunities to license our
technologies or sell our products.

The semiconductor industry is highly concentratethat a small number of semiconductor designelsnaanufacturers account for a
substantial portion of the purchases of semicormtymrbducts generally, including our products aratipcts incorporating our technologies.
Consolidation in the semiconductor industry mayeéase this concentration. Accordingly, we expeat licenses of our technologies and sale:
of our products will be concentrated with a limitedmber of customers for the foreseeable futurewdscquire new technologies and intec
them into our product line, we will need to estslblnew
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relationships to sell these products. Our finan@allts significantly depend on our success ialdishing and maintaining relationships with,
and effecting substantial sales to, these custorieen if we are successful in establishing anchtaaiing such relationships, our financial
results will be dependent in large part on thestarners' sales and business results.

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 advanced semiconductor packadimvestments in new technologies are speculatidktechnological feasibility may not
achieved. Commercial success depends on manyd$antduding demand for innovative technology, aadaility of materials and equipment,
selling price the market is willing to bear, compen and effective licensing or product sales. kVay not achieve significant revenues from
new product and service investments for a numbgeafs, if at all. Moreover, new technologies, jprctd and services may not be profitable,
and even if they are profitable, operating mar@imsiew products and businesses may not be asaBigfe margins we have experienced
historically or originally anticipated. For exampie January 2014 we announced that we were ceaflintanufacturing efforts for our MEMS-
based autofocus technologies. In conjunction Witk decision, we undertook a workforce reductiomwdr 300 employees and we have close
or transferred to third parties our facilities incAdia, California, Rochester, New York, and Jagadh are in the process of closing our facility
in Taiwan. We incurred impairment and other chaigdake fourth quarter of 2013 and the first hdl2614 related to restructuring, impairment
and other charges.

We expect to continue to be involved in material al proceedings in the future to enforce or protecour intellectual property rights,
including material litigation with existing licensees or strategic partners, which could harm our busiess.

From time to time, our efforts to obtain a reasdaabyalty through our sales effort do not resnlthe prospective customer agreeing to licens
our patents or our technology. In certain cases)sedlitigation in order to secure payment for pafsingement and as a means of securing
future royalties for the use of our patents antinetogy in the customer's products. We also liggatenforce our other intellectual property
rights, to enforce the terms of our license agredséo protect our trade secrets, to determinedlidity and scope of the proprietary rights of
others and to defend against claims of infringeneemvalidity. Our current legal actions, as désed in Part |, ltem 3 Legal Proceedings

are examples of disputes and litigation that impactbusiness. If we are not able to reach agreewigimcustomers or potential customers we
may be involved in similar legal proceedings in timeire, including proceedings to ensure properfatiggayment of royalties by licensees
under the terms of their license agreements.

These existing and any future legal actions maynhaur business. For example, legal actions couldean existing licensee or strategic
partner to cease making royalty or other paymentsst or to challenge the validity and enforcefbdif our patents or the scope of our license
agreements, and could significantly damage outiogiship with such licensee or strategic partne, @s a result, prevent the adoption of our
intellectual property by such licensee or stratggitner. Litigation could also severely disrupsbut down the business operations of our
licensees or strategic partners, which in turn Waignificantly harm our ongoing relations with th@nd cause us to lose royalty revenues.
Moreover, the timing and results of any of our lggaceedings are not predictable and may vanniniadividual proceeding.

From time to time we identify products that we beé infringe our patents. We seek to license theuf@@turer of those products but often the
manufacturer is unwilling to enter into a licenggeement and then we may elect to enforce our patgtis against those products. Litigation
stemming from these or other disputes could alsmtwar relationships with other licensees or odlitgtio gain new customers, who may
postpone licensing decisions pending the outcontkeolitigation or dispute, or who may, as a restibuch litigation, choose not to adopt our
technologies. In addition, these legal proceedomgdd be very expensive and may significantly redoar profits.

The costs associated with legal proceedings aieajyphigh, relatively unpredictable and not coetely within our control. These costs may
be materially higher than expected, which couldeasiely affect our operating results and lead tatidl in the price of our common stock.
Whether or not determined in our favor or ultimatsbttled, litigation diverts our managerial, teichih legal and financial resources from our
business operations. Furthermore, an adverse dedrsany of these legal actions could result iosa of our proprietary rights, subject us to
significant liabilities, require us to seek liceageom others, limit the value of our licensed tealogy or otherwise negatively impact our stock
price or our business and consolidated financialtjpm, results of operations and cash flows.

Even if we prevail in our legal actions, signifit@ontingencies may exist to their settlement amal fesolution, including the scope of the
liability of each party, our ability to enforce jgishents against the parties, the ability and wiliegs of the parties to make any payments owe
or agreed upon and the dismissal of the legal m¢tyothe relevant court, none of which are
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completely within our control. Parties that maydixigated to pay us royalties could be insolverdecide to alter their business activities or
corporate structure, which could affect our abitdycollect royalties from such parties.

Competing technologies may harm our business.

We expect that our technologies will continue tmpete with technologies of internal design groupseaiconductor manufacturers,
assemblers, electronic component and system mauotges The internal design groups of these congsatrieate their own packaging and
imaging solutions. If these internal design grodesign around our patents or introduce unique isoisisuperior to our technology, they may
not need to license our technology. These groupsdasign technology that is less expensive to implat or that enables products with hig
performance or additional features. Many of thaseigs have substantially greater resources, gréagercial strength and lower cost
structures which may allow them to undercut ouceariThey also have the inherent advantage of ateésternal corporate strategies,
technology roadmaps and technical information. Assallt, they may be able to bring alternative sohs to market more easily and quickly.

For our embedded image processing technologiesaiBlace Detection and our other FaceTools produatofferings compete with other
image processing software vendors such as ArclBeftas well as internal design groups of our austs providing similar technologies by
employing different approaches.

In the future, our licensed technologies may atsopete with other technologies that emerge. Thed®ablogies may be less expensive and
provide higher or additional performance. Compamigh these competing technologies may also hagatgr resources. Technological chang
could render our technologies obsolete, and nempetitive technologies could emerge that achiewvadbadoption and adversely affect the
use of our technologies and intellectual property.

If we do not successfully further develop and comnmeialize 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 techngpagtfolio and technical expertise by further dexdhg and acquiring new technologies or
developing strategic relationships with others.sehstrategic relationships may include the righuf®to sublicense technology and intellectua
property to others. However, we may not be abkectjuire or obtain rights to licensable technologg itellectual property in a timely manner
or upon commercially reasonable terms. Even if wachuire such rights, some of the technologiegwest in may be commercially
unproven and may not be adopted or accepted bpdustry. Moreover, our research and developmdottsf and acquisitions and strategic
relationships, may be futile if we do not accunataiedict the future needs of the semiconductansamer and communication electronics, anc
consumer imaging industries. Our failure to acqoies technologies that are commercially viablehim $emiconductor, consumer and
communication electronics, and consumer imagingstries could significantly harm our business, riicial 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 licensing prograHowever, if customers do not accept the waphawe integrated our technologies, they
may adopt competing solutions. In addition, asmeduce new products or licensing programs, waagpredict with certainty if and when
our customers will transition to those new produet§censing programs. Moreover, with respectedain of our FotoNation technologies,
even after we have signed a license agreemeniavdgtistomer, we will often not see significant raxefrom that customer until after such
technologies have been successfully designedheio integrated circuits, which can take 18 momthknger. If customers fail to accept new
or upgraded products or licensing programs inca@treg our technologies, our financial position,ules of operations 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, deygnent 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 ghdibbtain 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.
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In certain instances, we attempt to obtain patesteption for portions of our technology, and duehse agreements typically include both
issued patents and pending patent applicationge ffail to obtain patents in a timely manner dhi patents issued to us do not cover all of th
inventions disclosed in our patent applicationeecd could use portions of our technology and lit&lal property without the payment of
license fees and royalties. For example, our bssingay suffer if we are unable to obtain patentgat@mn in a timely manner from the PTO
due to processing delays resulting from examingraver and a continuing backlog of patent apploati

We also rely on trade secret laws rather than p&ers to protect other portions of our proprietsghnology. However, trade secrets can be
difficult to protect. The misappropriation of owadle secrets or other proprietary information cagdously harm our business. We protect ou
proprietary technology and processes, in partutncconfidentiality agreements with our employeesisultants, suppliers and customers. We
cannot be certain that these contracts have naotdee will not be breached, that we will be ablérntely detect unauthorized use or transfe
our technology and intellectual property, that wk mave adequate remedies for any breach, ordhatrade secrets will not otherwise become
known or be independently discovered by competitbrge fail to use these mechanisms to protecttecinnology and intellectual property, or
if a court fails to enforce our intellectual progerights, our business will suffer. We cannot eetain that these protection mechanisms can b
successfully asserted in the future or will nofrbalidated or challenged.

Further, the laws and enforcement regimes of ¢edaiintries do not protect our technology and liettlial property to the same extent as do
the laws and enforcement regimes of the U.S. Itaoejurisdictions we may be unable to protectt@ehnology and intellectual property
adequately against unauthorized use, which couldradly affect our business.

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

Third parties may claim that either we or our custes are infringing upon their intellectual progeights. Even if we believe that such claims
are without merit, they can be time-consuming avgtlg to defend against and will divert managenseattention and resources away from ou
business. Furthermore, third parties making suatmd may be able to obtain injunctive or other e 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 iEEwe 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 on reasonable termggeed to substitute similar technology from
another source, our business, financial positieswlts of operations and cash flows could suffer.

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 licensée. [€ngth of time it takes to establish a new lgteg relationship, and/or for our customers tc
incorporate certain FotoNation technologies inrth@egrated circuits, can take 18 months or longsrsuch, we may incur significant losse
any particular period before any associated revetneam begins.

Our business incurs significant reverse engineerkpgenditures on products of potential licenseewder to prepare sales and marketing
collateral. We employ intensive marketing and sefésrts to educate licensees, potential licens@esoriginal equipment manufacturers abou
the benefits of our technologies. In addition, eifehese companies adopt our technologies, thest menvote significant resources to integrate
fully our technologies into their operations. Ifrauarketing and sales efforts are unsuccessful, Weewill not be able to achieve widespread
acceptance of our technology. In addition, ongditigation could impact our ability to gain newdinsees which could have an adverse effect
on our financial condition, results of operatiomsl @ash flows.

If our licensees delay, refuse to or are unable tmake payments to us due to financial difficulties ootherwise, or shift their licensed
products to other companies to lower their royaltie to us, our operating results and cash flows coulse adversely affected.

A number of companies in the semiconductor and woes electronics industries face severe finandfficdlties from time to time. As a rest
there have been recent bankruptcies and restmgtaficompanies in these industries. Our license®sface similar financial difficulties

which may result in their inability to make paymetd us in a timely manner, or at all. In additiarg, have had a history of, and we may in the
future experience, customers that delay or refoseake payments owed to us under license agreen@umtdicensees may also merge with or
may shift the manufacture of licensed productsotmganies that are not currently licensees to uss. dduld make the collection process
complex and difficult which could adversely impactr business, financial condition, results of ofieres and cash flows.
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We have in the past recorded, and may in the futureecord, significant valuation allowances on our derred tax assets, which may hav
a material impact on our results of operations anatause fluctuations in such results.

In the third quarter of 2014, we released substfiptall of the valuation allowance related to dinited States federal deferred tax assets. /
December 31, 2014, our remaining valuation alloweas@pproximately $27.1 million for tax asset€alifornia, Ireland, Taiwan and other
jurisdictions. Our net deferred tax assets relae@minantly to the United States federal tax flicgson. The need for a valuation allowar
requires an assessment of both positive and negatidence when determining whether it is mordyikiean not that deferred tax assets are
recoverable; such assessment is required on digtitm-by-jurisdiction basis. In making such asseent, significant weight is given to
evidence that can be objectively verified. Aftensinlering both negative and positive evidence sessthe recoverability of our net deferred
tax assets during the third quarter of 2014, werdghed that it was not more likely than not we ldoealize the full value of our state and
foreign deferred tax assets. Accordingly, we cardito record a valuation allowance on our net defetax assets. Depending on our succe
completing significant licensing agreements, ad agthe outcome of legal proceedings and thetwlaifid willingness of the parties to make
any payments owed or awarded by the relevant caartnay release our valuation allowance and rezegiéferred tax assets in the future if
we conclude that it is more likely than not thafedieed tax assets are recoverable. We continueototar the likelihood that we will be able to
recover our deferred tax assets in the future.rEwdjustments in our valuation allowance may logired. The recording of any future
increases in our valuation allowance could haveatenal impact on our reported results, and boghréitording and release of the valuation
allowance could cause fluctuations in our quartarig annual results of operations.

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 usag\mgral companies for high performance DRAM chijus.example, packaging using our
technology is used for DDR3 and DDR4 DRAM and werently have licensees, including SK hynix Inc.n8ang Electronics, Co., Ltd. and
Micron Technology, Inc., who are paying royalties DRAM chips in advanced packages.

DRAM manufacturers are also currently developingt generation high performance DRAM chips to meetéasing speed and performance
requirements of electronic products. We believé titvese next-generation, high performance DRAM kgl require advanced packaging
technologies.

We anticipate that royalties from shipments of ¢haeext generation, high performance DRAM chips paekl using our technology may
account for a significant percentage of our funeneenues. If semiconductor manufacturers do nairmos to use packages employing our
technology for the next generation of high perfonc@DRAM chips and find a viable alternative padkggechnology for use with next
generation high performance DRAM chips, or if werah receive royalties from the next generatioghhperformance DRAM chips that use
our technology, our future revenues could be adgifected.

Our technology may be too expensive for certairt gereration high performance DRAM manufacturetsictv could significantly reduce the
adoption rate of our packaging technology in nestiegation high performance DRAM chips. Even if package technology is selected for at
least some of these next generation high perform®&®AM chips, there could be delays in the intratturcof products utilizing these chips
that could materially affect the amount and timafgny royalty payments that we receive. Otherdicthat could affect adoption of our
technology for next generation high performance DRgroducts include delays or shortages of matedatsequipment and the availability of
testing services.

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.dmse our operating results are difficult to
predict, one should not rely on quarterly or anrmashparisons 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 seevaagreements and the terms and conditions for @atyta us of license or
* service fees under these agreements;

*  fluctuations in our royalties caused by the pridiegns of certain of our license agreements;

changes in our royalties caused by changes in défieamproducts incorporating semiconductors or e devices that use our
* licensed technology;
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* the amount of our product and service revenues;

* changes in the level of our operating expenses;

* delays in our introduction of new technologies @rket acceptance of these new technologies throaghlicense agreements;
* our ability to protect or enforce our intellectyabperty rights or the terms of our agreements;

* legal proceedings affecting our patents, patenliGgifpns or license agreements;

*  the timing of the introduction by others of compegtiechnologies;

* changes in demand for semiconductor chips in teeiip end markets in which we concentrate;

changes in demand for semiconductor capital equipnaggital still cameras and other camera-enatidces including cell
*  phones, security systems and personal computers;

*  the timing of the conclusion of license agreements;
* the length of time it takes to establish new lidegsarrangements;
* meeting the requirements for revenue recognitiateugenerally accepted accounting principles;

changes in generally accepted accounting principieading new accounting standards which may nmgtgraffect our revenue
*  recognition; and

*  cyclical fluctuations in semiconductor markets geiig.

Due to fluctuations in our operating results, répdmom market and security analysts, litigatiotated developments, and other factors, the
price at which our common stock will trade is likéb continue to be highly volatile. In future peds, if our revenues or operating results are
below the estimates or expectations of public ntaakalysts and investors, our stock price couldinkecin 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 hetfuture. Any litigation could result in substahttosts and a diversion of management's
attention and resources that are needed to suattgssh our business.

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

In April 2013, we announced plans for a revisedteapllocation policy. The revised policy maimtaithe current quarterly dividend. We also
announced a plan to provide for special dividentteea year equal to 20-30% of “Episodic Gain,” vahie a net gain resulting from “Episodic
Revenue”. We define Episodic Revenue as revenua tihn revenue payable over at least one yeaunguiro a contract, and may include
revenue such as non-recurring engineering fedsliticense fees, back payments resulting fromtaudamages awards from courts or
tribunals, and lump sum settlement payments. Am@Be30% of Episodic Gain would be used to prodadsinking fund” to provide for the
growth of the quarterly dividends. We anticipatattall quarterly and special dividends would belpait of cash, cash equivalents and short-
term investments. The amount of special dividentteuthe dividend policy will vary based on the $lic Gain we achieve. Additionally, the
dividend policy and the payment of future cashdahwids under the policy are subject to the finatmeination each quarter by our Board of
Directors that the policy remains in our best iests, which determination will be based on a nurobéactors, including our earnings,
financial condition, capital resources and capiéguirements, alternative uses of capital, econ@midition and other factors considered
relevant by the Board of Directors. Also, the Compenay change the allocation of Episodic Gain fdimdends to the repurchase of the
Company’s common stock, depending on market canditand other factors at the time. Given theseiderations, our Board of Directors
may increase or decrease the amount of the divideady time and may also decide to suspend oouwtistie the payment of cash dividend
the future. Any decrease in the amount of the @inéj or suspension or discontinuance of paymeatddfidend, could cause our stock price tc
decline.
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Our stock repurchase program could increase the vatility of the price of our common stock, and the pogram may be suspended or
terminated at any time, which may cause the tradingprice of our common stock to decline.

In August 2007, we authorized a plan to repurchigst a maximum total of $100.0 million of the Caanp's outstanding shares of common
stock dependent on market conditions, share prideother factors. In November 2013, the Board iasee the amount authorized to be used
for repurchases to $150.0 million. In October 2ah4,Board increased the amount authorized to e ios repurchases to $250.0 million. As
of December 31, 2014, the total amount availabledpurchase was $145.1 million. The amount of refpases under our stock repurchase
program will vary. During 2013, we repurchased agpnately 1,500,000 shares for an aggregate anaf$8.8 million. In 2014, we
repurchased approximately 2,800,000 shares foggregate amount of $65.6 million. Additionally, ttming of repurchases is at our
discretion and the program may be suspended ocortistied at any time and any suspension or diswgation could cause the market price of
our stock to decline. The timing of repurchasespant to our stock repurchase program could affiecstock price and increase its volatility.
Furthermore, there can be no assurance that acly gpurchases will enhance stockholder value Isecthe market price of our common st
may decline below the levels at which we effecegolrchases.

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, 2014, we held approximately $5018am in cash and cash equivalents and $383.5anilin short-term investments. These
investments include various financial securitieshsas municipal bonds and notes, corporate bordisates, commercial paper, treasury and
agency notes and bills, and money market fundsiofitjh the Company invests in high quality secug;tngoing financial events have at tii
adversely impacted the general credit, liquiditarket and interest rates for these and other tgpdsbt securities. Changes in monetary pc
by the Federal Open Market Committee and recentarmis about the rising U.S. government debt lewaw} oause an increase in prevailing
interest rates and adversely affect our investmertfolio. The financial market and monetary risissociated with our investment portfolio
may have a material adverse effect on our finargabition, 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 significant diawns, often in connection with, or in anticipatiof, 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,psoduct revenues rely at least in part
upon the demand of the semiconductor equipmentehaBemiconductor manufacturers and package asgewinipanies generally sharply
curtail their spending during industry downturns;ts as in the recent global economic downturn,tasirically have lowered their spending
more than the decline in their revenues. As a tesut financial results have been, and will coméirto be, significantly impacted by the
cyclicality of the semiconductor industry. If weeainable to control our expenses adequately iroresspto lower revenues from our licensees
and service customers in such downturns, our eefibperations 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 statemenée@ordance with U.S. GAAP. These principles algest to interpretations by the SEC and
various accounting bodies. In addition, we areettiijo various taxation rules in many jurisdictiombBe existing taxation rules are generally
complex, frequently changing and often ambiguousnges to existing taxation rules, changes toittamial accounting standards such as th
proposed convergence to international financiabriépg standards, or any changes to the interpoeabf these standards or rules may
adversely affect our reported financial resultsherway in which we conduct business. Recent adomipronouncements and their estimated
potential impact on our business are addressedia 8l-“Recent Accounting Pronouncemenis'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 revenuesifricensees headquartered outside of the U.S. Béetalve operations outside of the U.S.,
including our research and development facilittelréland and Romania, to design, develop, testanket certain technologies. International
operations are subject to a number of risks, inomtut not limited to the following:
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fluctuations in exchange rates between the U.Saidahd foreign currencies as our revenues arerdigraded principally in U.S.
* dollars and a portion of our costs are based ialloarrencies where we operate;

* changes in trade protection laws, policies and omreasand other regulatory requirements affectiadet and investment;
*  regulatory requirements and prohibitions that diffetween jurisdictions;
* Jaws and business practices favoring local comganie

withholding tax obligations on license revenueg tha may not be able to offset fully against ous Ltax obligations, including tt
further risk that foreign tax authorities may reacdicterize license fees or increase tax rateshwdaald result in increased tax
* withholdings and penalties;

*  security concerns, including crime, political irstiy, terrorist activity, armed conflict and char military unrest;
*  differing employment practices, labor issues ansiress and cultural factors;
* less effective protection of intellectual propettign is afforded to us in the U.S. or other devetbpountries; and

limited infrastructure and disruptions, such agéascale outages or interruptions of service frdititieis or telecommunications
. X
providers.

Our intellectual property is also used in a largenber of foreign countries. There are many cousiiievhich we currently have no issued
patents. In addition, effective intellectual pragesnforcement may be unavailable or limited in sdoreign countries. It may be difficult for
us to protect our intellectual property from misesénfringement by other companies in these coemtiWe expect this to become a greater
problem for us as our licensees increase their faaturing and sales in countries which provide lagdection for intellectual property. Our
inability to enforce our intellectual property righn some countries may harm our business, fi@paisition, 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 further
restructuring activities or if we dispose of a busiess division or dispose of or discontinue any pradt lines.

We have in the past expanded our operations, darakgtand internationally, and may continue tosdothrough both internal growth and
acquisitions. For example, in 2012, we acquiredufecturing capabilities in Zhuhai, China and compezhbuilding out a manufacturing
facility in Hsinchu, Taiwan, and we subsequentlyseld the Zhuhai, China facility in the second cgrast 2013 and ceased operations in our
Taiwan facility in 2014. To manage our growth effeely, we must continue to improve and expandmanagement, systems and financial
controls. We also need to continue to expand, athmanage our employee base. If we are unaleféectively manage our growth or we are
unsuccessful in recruiting and retaining personmed,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, avéimber 2012, we announced the planned closurardhoility located in Israel; in March
2013, we announced the planned closure of ourdeasaufacturing facility in Zhuhai, China; in ApD13, we announced that we were
exploring a sale or other strategic alternativefo DigitalOptics business; in August 2013, wa@mced the sale of a significant portion of
the assets of the DigitalOptics manufacturing figclased in Charlotte, North Carolina; and in Jagw2014, we announced a restructuring to
cease our remaining manufacturing operations, dsag¢he workforce reduction and facility closuire€onnection with the restructuring.
There are several factors that could cause a o#stilng, a disposition or a discontinuance to havewdverse effect on our business, financial
position, results of operations and cash flows.s€haclude potential disruption of our operationd aur information technology systems, the
timing of development of our technology, the delige of products or services to our customers, gasum our workforce and other aspects of
our business. In addition, such actions may ineréas risk of claims or threats of lawsuits by oustomers or former employees. In the ca:
a disposition of a product line, there may be l oisnot identifying a purchaser, or, if identifietthe purchase price may be less than the net
asset book value for the product line. Employeeatecaind productivity could also suffer and we magelemployees whom we want to keep.
Any restructuring, disposition or discontinuancewdorequire substantial management time and atterathd may divert management from
other important work. There are no assurancesathestructuring, disposal or discontinuance walulein future profitability. We may also
incur other significant liabilities and costs inding employee severance costs, relocation expeasddmpairment of lease obligations and
long-ived assets. Moreover, we could encounter delagxecuting any restructuring plans, which couldsesafurther disruption and additiot
unanticipated expense.
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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 image enhattebusiness provide limited
indemnities for certain actions brought by thirdtigs against our licensees, and some require potade technical support and informatior

a licensee that is involved in litigation for usiogr technology. We may agree to provide similaleimnity or support obligations to future
licensees. Our indemnity and support obligationdaoesult in substantial expenses. In additiothtotime and expense required for us to
indemnify or supply such support to our licensegligzensee's development, marketing and saleserided image enhancement products coul
be severely disrupted or shut down as a resuitigétion, which in turn could have a material acbeeeffect on our business operations,
consolidated financial position, results of operasi and cash flows.

If we lose any of our key personnel or are unableptattract, 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, engineesatgs, marketing, intellectual property,
legal and finance personnel, many of whom are tiigkilled and would be difficult to replace. Nonkowr senior management, key technical
personnel or key sales personnel are bound byewriiinployment contracts to remain with us for aiieel period. In addition, we do not
currently maintain key person life insurance cavgrour key personnel or restrictions on their paployment ability to solicit our employe:
contractors or customers if key personnel volulytagrminate their employment. The loss of any of senior management or other key
personnel, some of whom have only been in theirectipositions for a relatively short period of éntould harm our ability to implement our
business strategy and respond to the rapidly chgngarket conditions in which we operate. Thomaselyehas served as our Chief Executive
Officer since December 2013 and served as ouritmt€hief Executive Officer from May 2013 until Denber 2013. In January 2014, we
announced the appointment of Robert Andersen a€bieff Financial Officer. Our future success wipénd to a significant extent on the
ability of these executives to effectively drivesention of our business strategy, and on the glufiour management team to work together
effectively.

Our success also depends on our ability to attiiaih and retain highly skilled managerial, engirieg, sales, marketing, legal and finance
personnel and on the abilities of new personnéination effectively, both individually and as aogp. Competition for qualified senior
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 and@tippir licensees and customers. If we fail tohds, tit could lead to dissatisfaction among
our licensees or customers, which could slow oawtfn or result in a loss of business.

Our business operations could suffer in the eventfénformation technology systems' failures or secuity breaches.

Despite system redundancy and the implementati@eairity measures within our internal and exteimfarmation technology and networki
systems, our information technology systems magutgect to security breaches, damages from compinteses, natural disasters, terrorism,
and telecommunication failures. Any system failaresecurity breach could cause interruptions inaperations in addition to the possibility
losing proprietary information and trade secretstfie extent that any disruption or security breashilts in inappropriate disclosure of our
confidential information, we may incur liability @dditional costs to remedy the damages causeltelsg isruptions or security breaches.

Decreased effectiveness of share-based compensationld adversely affect our ability to attract andretain employees.

We have historically used stock options and otben$ of stock-based compensation as key componéptaployee compensation in order to
align employees' interests with the interests afstockholders, encourage employee retention aonge competitive compensation and
benefit packages. We incur significant compensatmsts associated with our stock-based compengatomrams. Difficulties relating to
obtaining stockholder approval of equity compemsaplans or changes to the plans could make itenandmore expensive for us to grant
stockbased compensation to employees in the future.r&swdt, we may find it difficult to attract, retaand motivate employees, and any ¢
difficulty could have a materially adverse impantaur business.

Failure to comply with environmental regulations caild harm our business.

We use hazardous substances in the manufacturihteating of prototype products and in the develepinof technologies in our research anc
development laboratories. We are subject to a tyaoflocal, state and federal regulations relatimghe storage, discharge, handling, emissiol
generation, manufacture and disposal of toxic beiohazardous substances. Our past, present oe faflure to comply with environmental
regulations could result in the imposition of salngial fines, suspension
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of production, and alteration of our manufactunmgcesses or cessation of operations. Compliantteswch regulations could require us to
acquire expensive remediation equipment or to inther substantial expenses. Any failure to corttreluse, disposal, removal or storage of,
or to adequately restrict the discharge of, orsagsithe cleanup of, hazardous or toxic substgroamedd subject us to significant liabilities,
including joint and several liabilities under cémtatatutes. The imposition of such liabilities wbsignificantly harm our business, financial
position, 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 op@ate our business.

Our international corporate structure and intercanyparrangements, including the manner in whichmaeket, develop, use and license our
intellectual property, fund our operations and dinte transactions with our international subsidgrmay result in the reduction of our
worldwide effective tax rate. Such internationalpmrate structure and intercompany arrangementsudgject 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 terptetation and depends on our ability to operatebasiness in a manner consistent with our
corporate structure and intercompany arrangembtaseover, 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 anchihaur financial position and results of
operations.

We have business operations located in places trere subject to natural disasters.

Our business operations depend on our ability tmt@ia and protect our facilities, computer systeand personnel. Our corporate headque
are located in the San Francisco Bay Area, whidhémpast has experienced severe earthquakes. W& darry earthquake insurance.
Earthquakes or other natural disasters could siveisrupt our operations, and have a material estveffect on our business, results of
operations, financial condition and prospects.

We have made and may continue to make or to pursweequisitions 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 otrentiplan to continue to acquire companies, aspatent portfolios and technologies that we
believe are strategic to our future business. liyasng businesses, assets, patent portfoliosamologies and integrating newly acquired
businesses, assets, patent portfolios or techredamiuld put a strain on our resources, could b#ycand time consuming, and might not be
successful. Such activities divert our managematiestion from other business concerns. In aduitice might lose key employees while
integrating new organizations or operations. Adtjoiss could also result in customer dissatisfattiperformance problems with an acquired
company or technology, potentially dilutive issuesiof equity securities or the incurrence of dédat,assumption or incurrence of contingent
liabilities, impairment charges related to goodwitid possible impairment charges related to otitangible assets or other unanticipated
events or circumstances, any of which could harmbaosiness.

Our plans to integrate and expand upon researchl@slopment programs and technologies obtainedigfr acquisitions may result in
products or technologies that are not adopted &yrtarket. The market may adopt competitive solstionour products or technologies.
Consequently, we might not be successful in intétgaany acquired businesses, assets, produatslonalogies, and might not achieve
anticipated revenues and cost benefits.

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

We have made a number of acquisitions of busingtsgmologies and patents in recent years. Thepgsitions are subject to a number of
risks, including but not limited to the following:
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These acquisitions could fail to produce anticigdienefits, or could have other adverse effectsvikrecurrently do not foresee. As
a result, these acquisitions could result in acddo of net income per share as compared to thenoeme per share we would
have achieved if these acquisitions had not ocdukfée may also be required to recognize impairmbatges of acquired assets ol

+ goodwill, and if we decide to restructure acquibedinesses, we may incur other restructuring clsafgg example, in June 2012,
we acquired a manufacturing operation in Zhuhain&land, subsequently, this facility was closethathird quarter of 2013. In
January 2014, we announced a restructuring of dgitdlOptics business to cease its remaining martufang operations, in
connection with which we incurred approximately $48illion in restructuring and impairment chargreshe fourth quarter of
2013.

The purchase price for each acquisition is detezthivased on significant judgment on factors sugir@jected value, quality and

. availability of the business, technology or patémtaddition, 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 thre purchase price may be
artificially inflated.

Following completion of these acquisitions, we nuaigover additional liabilities, patent validity fiilmgement or enforcement

« issues or unforeseen expenses not discovered darimgjligence process. Any such additional lidigit, patent validity,
infringement or enforcement issues or expensesiaesllt in significant unanticipated costs nogiorally estimated, such as
impairment charges of acquired assets and gooawaiitl, may harm our financial results.

The integration of technologies, patent portfolosi personnel, if any, will be a time consuming arpensive process that may

. disrupt our operations if it is not completed itiraely and efficient manner. If our integrationatfs are not successful, our results
of operations could be harmed, employee moraledceitline, key employees could leave, and custoeatations could be
damaged. In addition, we may not achieve anticibajgergies or other benefits from any of theseiisdipns.

« We have incurred substantial direct transactioniatejration costs as a result of past acquisitionfuture acquisitions, the total
direct transaction costs and the costs of intemnatiay exceed our expectations.

« Sales by the acquired businesses may be subjdiffdment accounting treatment than our existingibesses, especially related to
the recognition of revenues. This may lead to patkdeferral of revenues due to new multiple-elatmevenue arrangements.

There is a significant time lag between acquiringatent portfolio and recognizing revenue from ¢hpatent assets. During that
*  time lag, material costs are likely to be incurieg@reparing licensing and/or litigation effortattwould have a negative effect on
our results of operations, cash flows and finansaaition.

*  We may require external financing that is dilutorepresents risks of debt.

We are required to estimate and record fair vatie®ntingent assets, liabilities, deferred taxetsand liabilities at the time of an

+ acquisition. Even though these estimates are basesanagement's best judgment, the actual resalgdiffer. Under the current
accounting guidance, differences between actualtseand management's estimate could cause ouatoperesults to fluctuate or
could adversely affect our results of operations.

If our amortizable intangible assets (such as acgrgd patents) become impaired, we may be required teecord 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 competitiveness apel af our current businesses and diversify intokei® and technologies that complement
current businesses. These acquisitions could teiform of asset purchases, equity investmentsusiness combinations. As a result, we
have intangible assets which are amortized ovér ¢ésimated useful lives, equity investments, ingess research and development, and
goodwill. Under U.S. GAAP, we are required to revieur amortizable intangible assets (such as owenpgortfolio) for impairment at least
annually or more often when events or changesaugistances indicate the carrying value may naebeverable. Factors that may be
considered a change in circumstances indicatingthieacarrying value of our amortizable or othdangible assets may not be recoverable
include a decline in future cash flows, fluctuason market capitalization, slower growth ratesim industry or slower than anticipated
adoption of our products by our customers. In trat §uarter of 2013, we recorded an impairmergamfdwill of $6.7 million when we revised
our business strategy for the DigitalOptics busintesconcentrate its manufacturing efforts on émes lbarrel, rather than the whole camera
module. This revised strategy made our leased raatwrfng facility in Zhuhai,
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China unnecessary and the goodwill tied to thdifadiecame impaired. We also recorded an $8.7aniltharge due to the abandonment of
existing patents and technology, which caused iaimevof the useful life estimate of these patert sechnology assets thus fully impairing
them. In the fourth quarter of 2013, we recordeéhgmairment of intangible assets of approximatelyodmillion in connection with the
restructuring that we announced in January 2014vésontinue to review for factors that may affeat business which may not be in our
control, we may be required to record a significgrdrge to earnings in our financial statementiduhe period in which any impairment of
our amortizable intangible assets or equity investisis determined, resulting in an adverse impaaur business, financial position or res
of operations.

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

Changing laws, regulations and standards relatiraptporate governance and public disclosure, ne@ @gulations, requirements placed on
non-financial companies under the Dodd-Frank Act tie NASDAQ Stock Market rules, have created uagay for companies. These laws,
regulations and standards are often subject tdngigterpretations. As a result, their applicatiompractice may evolve as new guidance is
provided by regulatory and governing bodies, widahld result in higher costs necessitated by orggmemisions to disclosure and governance
practices. As a result of our efforts to complyhagtvolving laws, regulations and standards, we lreareased and may continue to increase
general and administrative expenses and diverdiomoagement time and attention from revegarerating activities to compliance activit|

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 incorpacat and bylaws might have the effect of making d@rendifficult for a third party to acquire, or
discouraging a third party from attempting to acegucontrol of our company. These provisions cdinhit the price that certain investors mic
be willing to pay in the future for shares of oermamon stock. Certain of these provisions elimirmateulative voting in the election of
directors, authorize the board to issue “blank Eheceferred stock, prohibit stockholder actionwsitten consent, eliminate the right of
stockholders to call special meetings, limit théigtof stockholders to remove directors, and bE&h advance notice procedures for director
nominations by stockholders and the submissiortargroposals for consideration at stockholdertmge. We are also subject to provisions
of Delaware law which could delay or make moreidifft a merger, tender offer or proxy contest imd) our company. In particular,
Section 203 of the Delaware General Corporation peahibits a Delaware corporation from engagingny business combination with any
interested stockholder for a period of three yeatess specific conditions are met. Any of theswisions could have the effect of delaying,
deferring or preventing a change in control, ingtgdwvithout limitation, discouraging a proxy corttes making more difficult the acquisition
of a substantial block of our common stock.

Iltem 1B. Unresolved Staff Comments
Not applicable

Item 2. Properties

Our principal corporate administrative, sales, retirlg and research and development facilities@gatéd in San Jose, California, and are hel
under an operating lease. We have research antbgevent and marketing support facilities in Irelardi Romania that are held under
operating leases. We believe our existing facditiee suitable and adequate for our current needs.

Item 3. Legal Proceedings

Other than to the extent the proceedings deschimiv have concluded, we cannot predict the outcoihamy of the proceedings described
below. An adverse decision in any of these procesdcould significantly harm our business and amsolidated financial position, results of
operations, and cash flows.

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

On December 7, 2007, Tessera, Inc. filed a comipéaainst A-Data Technology Co., Ltd., A-Data Temlbgy (U.S.A.) Co., Ltd. (collectively
"ADATA"), Acer, Inc., Acer America Corp. (collectaly "Acer"), Centon Electronics, Inc., Elpida Mempomc., Elpida Memory (USA) Inc.,
International Products Sourcing Group, Inc. (“IP$®&ingston Technology Co., Inc. (“Kingston”), Namyrechnology Corporation, Nanya
Technology Corp., U.S.A. (collectively "Nanya"),ripderal Devices & Product Systems, Inc. d/b/aiBaemory (“PDP”), Powerchip
Technology Corp. (f/k/a Powerchip SemiconductorfCpf‘Powerchip”), ProMOS Technologies Inc. ("Prol8Q, Ramaxel Technology Ltd.
("Ramaxel"), SMART Modular Technologies, Inc. ("S®RA™), TwinMOS Technologies, Inc., and TwinMOS Teologies USA Inc. in the
U.S. District Court for the Eastern District of Bex alleging infringement of U.S. Patent Nos. 5,879, 6,133,627, 5,663,106 and 6,458,681,
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arising from, among other things, the defendamtspective manufacture, use, sale, offer to sellcarichportation of certain packaged
semiconductor components and assemblies theresgeliag Inc. seeks to recover damages, up to tteblemount of actual damages, together
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 defaulhychthe clerk entered default. On February 25, 26@8district court granted the
defendants’ motion to stay the action.

On May 21, 2008, Tessera, Inc. settled its dispitie IPSG, and entered into a settlement and lieeggeement with IPSG and its parent,
Micro Electronics, Inc. IPSG was dismissed fromTegas district court action on June 30, 2008. @gust 14, 2008, Tessera, Inc. settled its
dispute with PDP, and entered into a settlementiaadse agreement with PDP. On September 9, Z0DB, was dismissed from the Texas
district court action.

On May 3, 2012, the notice of Elpida’s foreign bankcy and related Delaware proceedings was fildtich stayed the case.

Tessera, Inc. resolved its dispute with Elpida fled a stipulated dismissal on July 31, 2014

On August 26, 2014, Tessera, Inc. filed a motioliftthe stay and set answer deadlines. Sevefahdants filed a notice indicating that they
did not oppose the motion. The Court lifted they sta December 12, 2014.

Tessera, Inc. resolved its dispute with Powerchibfided a stipulated dismissal on November 10,4201
Tessera, Inc. resolved its dispute with ADATA aiteldf a stipulated dismissal on December 3, 2014.
Tessera, Inc. resolved its dispute with Ramaxehmelogy Ltd. and filed a dismissal on January 94,520
Tessera, Inc. resolved its dispute with Kingstod fled a stipulated dismissal on January 13, 2015.

On January 26, 2015, Tessera, Inc. and defendamts Nanya, ProMOS, and SMART filed a stipulatioriransfer the case to the U.S. Dist
Court for the Northern District of California. Oaruary 30, 2015, the Court granted this stipuladiod ordered the case to be transferred to tt
U.S. District Court for the Northern District of @arnia.

Powertech Technology Inc. v. Tessera, Inc., Civil&ion No. 4: 10-00945-CW (N.D. Cal.) and U.S. Coudf Appeals for the Federal
Circuit Case No. 2010-1489

On March 5, 2010, Powertech Technology, Inc. ("iPTiled a complaint against Tessera, Inc. in th8.Wistrict Court for the Northern Distr
of California seeking a declaratory judgment of 4iafiningement and invalidity of Tessera, Inc.’s UE&tent No. 5,663,106. On March 22,
2010, the case was related to Siliconware Preclsidustries, Co., Ltd v. Tessera, Inc., Civil Actibo. 4:08-cv-03667-CW (N.D. Cal.), and
assigned to the judge presiding over that action.

On April 1, 2010, Tessera, Inc. filed a motion tengiss the complaint for lack of subject matteigdiction. On June 1, 2010, the judge grante
Tessera, Inc.’s motion, and dismissed the action.

On June 29, 2010, PTI filed a motion seeking reiciemation 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 appeahviite U.S. Court of Appeals for the Federal CircDih September 30, 2011, the Federal
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 Tessseds petition for rehearing on January 5,
2012. On January 19, 2012, the Federal Circuit neled the case to the district court. On DecembgQ51, the district court case was relate
to Powertech Technology Inc. v. Tessera, Inc.,|I@igtion No. 4:11-06121-CW (N.D. Cal.), discussezidw.

The district court set a trial date of April 7, 201
On June 29, 2012, PTI sent a letter to Tesseraplmporting to terminate the TCC License Agreenimtiveen PTI and Tessera, Inc. as of
June 30, 2012.
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On July 30, 2012, Tessera, Inc. provided PTI witb@enant not to sue, or otherwise hold liable, &Tits customers under certain claims of
U.S. Patent No. 5,663,106 in connection with carRifl-manufactured products.

On August 9, 2012, Tessera, Inc. moved for sumnualyment on the ground that as a matter of lawase ©r controversy existed sufficient to
support PTI's claims because of the covenant andus® the parties’ rights and obligations did not bn infringement or validity of the
Tessera, Inc. patent that formed the basis of Rildisns.

On September 18, 2012, the Patent Office issuaxk narte reexamination certificate in which ceriiginal claims were cancelled from U.S.
Patent No. 5,663,106, and certain new claims wede

On October 1, 2012, Tessera, Inc. provided PTI witupplemental covenant not to sue, which amadmey ¢hings, extended the covenant to
PTI's subsidiaries and made clear that Tesserawiticmot contend that PTI is obligated to pay atties 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 No. 5,663,1@8 tere subject to reexamination are invalid.

On March 31, 2013, the court issued an order grgriiessera, Inc.’s motion for summary judgment @eraying PTI's motion for entry of
judgment under Federal Rule of Civil Procedure h4Tbe court stated that because of the closeigakdtip between this case and Civil Act
No. 4:11-06121-CW, the Court intended to delay entry ofjment until judgment could be entered in both cagesltaneously.

On February 27, 2014, Tessera, Inc. announcedlamsent with PTI, pursuant to which the partieseggrto stay the case. On April 22, 2014,
the court convened a hearing on certain tax issaeserning the settlement agreement. On June 38, 80dgistrate Judge Paul S. Grewal
issued an order regarding that tax dispute, fintlrag PTI has the tax burden on $31.4 million &f $kettlement amount. On September 24,
2014, the court entered a stipulated conditiondéondismissing the case with prejudice. If thelegtént amounts payable by March 31, 2015
have not been paid, the conditional order dismistie case may be vacated.

Powertech Technology Inc. v. Tessera, Inc., Civil&ion No. 4:11-06121-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 sought a declaratory judgment that PT the right to terminate its license with Tesséma, as of December 6, 2011. The complain
also sought damages for breach of contract inrih@uat of all royalties paid to Tessera, Inc. siBegember 7, 2007, purportedly totaling at
least $200 million, in addition to an accounting™dfl’s damages, an accounting of Tessera,dmevenue from PTI, prejudgment interest, ¢
and fees, and other relief deemed proper. Tesserajisagreed with the assertions made by PThéncomplaint regarding breach of contract.

On December 15, 2011, the case was related to RmkeFechnology Inc. v. Tessera, Inc., Civil Actidn. 4:10-00945-CW (N.D. Cal.),
discussed above.

On December 30, 2011, Tessera, Inc. filed a mdtatismiss the complaint for failure to state @mlapon which relief can be granted and a
special motion to strike pursuant to Californiardie€SLAPP statute. The court denied Tessera, Imedg§ons on May 21, 2012.

The district court set a trial date of April 7, 201

On June 3, 2012, PTI filed an amended complainnhagdessera, Inc., adding claims for fraud ancedepatent misuse, and a declaratory
judgment interpreting P’s license agreement with Tessera, Inc. In additiothe damages sought by PTI's original complahg,amended
complaint sought punitive damages for fraud, teatiom of the Tessera, Inc. license as of Septe@e?010, recovery of all royalties paid on
WBGA products since September 24, 2010, and arr 6etigpining Tessera, Inc. and directing that Tegskic. may not proceed against any
party,... under any Tessera Patent as defined bybiExhito the TCC License with all amendments, seppints, and additions through
September 28, 2010 until Tessera has first paidaf Dff the royalties paid on wBGA products by Ririce September 24, 2010, presently
estimated to be $40 million.” Tessera, Inc. fileghation to dismiss PTI's claim for patent misuse &mstrike portions of PTI's claim for fraud
on June 19, 2012. On August 10, 2012, the Courttgdain part and denied in part Tessera, Inc.’sanpspecifically dismissing the patent
misuse claim and striking the fraud claim, and granPTI leave to file an amended and supplemeadplaint.

On June 29, 2012, PTI sent a letter to Tesseraplmporting to terminate the TCC License Agreeniativeen PTI and Tessera, Inc. as of
June 30, 2012.
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On August 24, 2012, PTI filed a third amended caimp! In addition to the claims and recovery alkgeits earlier complaints, the third
amended complaint contained an amended fraud elathan 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, Inc. had engaged impaisuse, that the agreement was unenforceabiesadl'| until Tessera, Inc. has purged the
patent misuse, and that the Tessera, Inc. patersunenforceable against PTI until Tessera, lad.gurged the patent misuse. Tessera, Inc.
answered that complaint on September 10, 2012. @dsBeptember 10, 2012, Tessera, Inc. filed cocliaiers against PTI for breach of
contract, breach of the implied covenant, fraudjigent misrepresentation, declaratory judgmeribdémnification, and declaratory judgment
regarding PTI's asserted termination of the agregme

On July 20, 2012, PTI filed a motion for summargigment on PTI’s first claim for relief in this cas@n August 9, 2012, Tessera, Inc. filed an
opposition to PTI's motion and filed its own motifor summary judgment on PTI’s first, second arditblaims on the ground, among others,
that under the unambiguous language of the agraenessera, Inc. did not breach the agreement iog fiind pursing its claims in the ‘630
ITC Action.

On September 20, 2012, the court heard argumer®§ bs 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. On August 1, 2013, the court denieith Iparties’ summary judgment motions without pdéje to renew on the date for hearing
summary judgment motions of December 12, 2013. Gole@r 11, 2013, PTI filed a motion for summarygouent. Tessera, Inc. filed its
opposition and cross-motion for summary judgmeniomember 1, 2013.

On October 23, 2012, the Court granted PTI leavdedts fourth amended and supplemental compldiiit’s fourth amended complaint adt
an allegation to PTI's claim for declaratory relgefeking the recovery and return of royalty paymemde to Tessera, Inc. from at least Marct
2010 in an amount exceeding $130 million and cametihto seek the recovery sought in PTI's third asheercomplaint.

On February 6, 2013, the parties stipulated todrasdnc.’s filing Amended Counterclaims, addingimls for fraudulent transfer, intentional
interference with prospective economic advantageragligent interference with economic advantagd,seeking damages, punitive dama

to void the fraudulent transfer of PTI's busines®tacrotech Technology Inc. (“MTI"), to enjoin Pffbm any such transfers in the future, and
attorneys’ fees and costs. The parties furtheukttpd to PTI's filing a response to Tessera, ficdunterclaims, adding affirmative defenses o
nonoccurrence of conditions precedent, unilatevatract, and mistake. On March 8, 2013, the Coavegdressera, Inc. leave to file the
Amended Counterclaims. On March 21, 2013, PTI fdacanswer to the Amended Counterclaims.

On March 19, 2013, the parties stipulated to Tesdac.’'s Second Amended Counterclaims to add MTa party, and to add Tessera, Inc.’s
claims of intentional interference with prospect@enomic advantage, negligent interference witnemic advantage, inducing breach of
contract, and constructive trust against MTI, wiioluight damages, punitive damages, attorneysaieg€osts, and an order that the royalties
owed by MTI be held in a trust for Tessera, Inc.Nbarch 21, 2013, the court entered an order giViegsera, Inc. leave to file the Second
Amended Counterclaims. On March 28, 2013, PTI afd filed answers to the Second Amended Counterdaim

On October 11, 2013, PTI and MTI filed a motion $ommary judgment. Tessera, Inc. cross-moved fonsary judgment. The court heard
oral argument on the motions on December 12, 20h3January 15, 2014, the court issued a 31-page ordthe cross motions. The court
granted summary judgment in favor of Tessera,dncPTI’s claim for declaratory judgment that ishthe right to terminate the contract;
Tessera, Inc.’s claim for declaratory judgment #at has no right to terminate the contract; PBFsach of contract claim; PTI's fraud claim;
PTI's claims for patent misuse and for declarajadgment that the TCC License requires infringenientoyalty obligations to accrue; and
Tessera, Inc.’s breach of contract claim. The cgrabhted PTI's motion for summary judgment on Tessknc.’s claim for declaratory
judgment of indemnification. The court denied 's motions for summary judgment on: Tessera, Inddasm for breach of the implied
covenant of good faith and fair dealing; Tessara,’'$ claim for fraudulent transfer; Tessera, Iaiiterference claims; that testing-only
products be excluded from the breach of contractadges; and to preclude Tessera, Inc.’s claims baséack of an alter ego theory.

On February 27, 2014, Tessera, Inc. announcedlarsent with PTI, pursuant to which the partieseggrto stay the case. On April 22, 2014,
the Court convened a hearing on certain tax issorserning the settlement agreement. On June 3, 20dgistrate Judge Paul S. Grewal
issued an order regarding that tax dispute, finttiag PTI has the tax burden on $31.4 million &f settlement amount. On September 24,
2014, the court entered a stipulated conditiondéodismissing the case with prejudice. If thelsetent amounts payable by March 31, 2015
have not been paid, the conditional order dismisie case may be vacated.
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Tessera, Inc. v. UTAC (Taiwan) Corporation, Civil Action No. 5:10-04435-EJD (N.D. Cal.)

On September 30, 2010, Tessera, Inc. filed a cant@gainst UTAC (Taiwan) Corporation (“UTAC Taiwarin the U.S. District Court for tf
Northern District of California. Tessera, I's complaint alleges causes of action for breactootract, declaratory relief, and breach of the
implied covenant of good faith and fair dealingeTdomplaint seeks, among other things, a judi@&tmnination and declaration that UTAC
Taiwan remains contractually obligated to pay rigalto Tessera, Inc., an accounting and restitutiaan amount to be determined at trial, an
an award of damages in an amount to be determinteidlaplus interest on damages, costs, disbuesgsn attorneys’ fees, and such other and
further relief as the court may deem just and prope

On March 16, 2011, UTAC Taiwan filed a motion terdiss the complaint. On March 28, 2012, the Cotahiggd UTAC Taiwars motion witt
leave to amend. On April 19, 2012, Tessera, Ihed fan amended complaint against UTAC Taiwan aliggh further detail causes of action
breach of contract, declaratory relief and breddh®implied covenant of good faith and fair degliThe amended complaint seeks the same
relief as the original complaint. On May 22, 2012PAL Taiwan filed its answer and counterclaim toSegs, Inc.’s amended complaint.
Tessera, Inc. filed its reply to UTAC'’s counteraofaiasserting affirmative defenses, on June 21,.2012

In July 2013, both Tessera, Inc. and UTAC Taiw#adficross motions for partial summary judgmentlaissue of contract interpretation. The
court held a hearing on November 8, 2013 and tabk motions under submission. On April 1, 2014¢bart granted UTAC Taiwan’s motion
and denied Tessera, Inc.’s motion

On May 7, 2014 the court issued a schedule fonéxt phase of the lawsuit. On June 4, 2014 thet@mended the schedule to reset certain
dates pursuant to the stipulation of the parties.

On December 1, 2014, UTAC Taiwan filed a motiongartial summary judgment on the issue of the gaagc scope of UTAC Taiwan's
royalty obligation under the parties' license agreet. The motion has been fully briefed and isentty under submission.

On January 13, 2015, Tessera, Inc. filed an opetlaigh construction brief. UTAC Taiwan filed itss@onsive claim construction brief on
January 27, 2015, and Tessera, Inc. filed its rbpbf on February 3, 2015. The claim constructiearing is currently scheduled for February
19, 2015.

Reexamination Proceedings

On February 9, 2007 and February 15, 2007, SP&d fivith the U.S. Patent and Trademark Office (“P@¢uests for inter partes
reexamination relating to U.S. Patent Nos. 6,433a&1d 6,465,893. On May 4, 2007, the PTO granteddafuests for inter partes
reexamination.

U.S. Patent No. 6,433,419

The PTO issued a non-final official action in coctien with the inter partes reexamination of U.&tdat No. 6,433,419 initially rejecting a
number of the patent claims on June 5, 2007. Taesbkw. filed a response on August 6, 2007. On tatyr19, 2008, the PTO issued a second
official action maintaining the rejections in Uatent No. 6,433,419. On March 10, 2008, Tessecafiled a petition to vacate the second
official action in the reexamination of U.S. Patéitt 6,433,419 on the ground that the second affation did not properly take account of
amendment to the specification of U.S. Patent NéB%419. On June 3, 2008, Tessera, Inc. filechawed petition to vacate the inter partes
reexamination on the ground that the request fol seexamination did not name the real party iargdt. The petition was denied on
September 10, 2008. On June 13, 2008, the PTCOdsstleérd official action in the inter partes reexaation of U.S. Patent No. 6,433,419
which was denominated as an action closing progecuh Right of Appeal Notice was issued on Septenily, 2008, and Tessera, Inc. filed a
Notice of Appeal on October 17, 2008. On Novemhe&t(®8, the PTO issued a decision withdrawing tighRof Appeal Notice and returnir
the case to the examiner for issuance of a fuegbgon. On December 23, 2008, the PTO issued dinahefficial action, also denominated as
an action closing prosecution. A Right of Appeatisi® was issued on June 19, 2009. On July 1, ZD&8sera, Inc. filed a petition to withdraw
the Right of Appeal Notice. Having not yet receivedecision on the petition of July 1, 2009, Tesskrc. filed a Notice of Appeal on July 20,
2009. On July 30, 2009, the PTO issued a decisgmidsing Tessera, Inc.’s petition of July 1, 2009.

Tessera, Inc. timely filed an appeal brief on Oetdh, 2009. The PTO’s Answer to Tessera, Inc.’apprief was mailed on July 13, 2010. Or
January 17, 2011, Tessera, Inc. filed a petitioretpen prosecution due to new developments difteclose of briefing in the appeal which
include actions by the PTO in other reexaminatams a new holding by the U.S. Court of Appealstifier Federal Circuit in an appeal from a
decision of the International Trade Commission esning U.S. Patent
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No. 6,433,419. On February 25, 2011, the PTO issuggktision granting in part Tessera,’'s petition to the extent that prosecution of the
reexamination proceedings in connection with U&eRt No. 6,433,419 was reopened.

On March 11, 2011, the PTO issued a fourth offiaiztion in the inter partes reexamination of U.&eRt No. 6,433,419 which was
denominated an action closing prosecution. Theiaffaction of March 11, 2011 confirmed that altloé claims subject to reexamination are
patentable. A Right of Appeal Notice was issueday 3, 2011, and SPIL filed a Notice of Appeal amd 2, 2011. On November 15, 2011,
the Examiner mailed an Examiner’'s Answer maintajrati positions set forth in the Right of Appealtie issued on May 3, 2011. An oral
hearing in the appeal was held on September 12 a0the PTO in Alexandria, VA. On December 21,200essera, Inc. filed a petition for
the entry of additional evidence after appeal. SHfd an opposition to Tessera, Inc.’s December2B1 2 petition on January 2, 2013. On
January 28, 2013, the Patent Trial and Appeal Bdarded Tessera, Inc.’'s December 21, 2012 petitiwhdismissed SPIL’s January 2, 2013
opposition to same.

On December 21, 2012, the Patent Trial and Appeat@issued a Decision on Appeal, reversing tharkixer’s favorable decision of
patentability, by rejecting all of the claims sutijeo reexamination on a new ground. On Janua®@43, the Patent Trial and Appeal Board
granted a petition filed by Tessera, Inc. on Decen28, 2012 to extend Tessera, Inc.’s deadlinegfgponding to the Decision on Appeal to
February 21, 2013. On February 21, 2013, Tessecafiled a response and request to reopen prasadogether with new evidence to addi
the new ground of rejection in the Board’s Decenitigr2012 Decision on Appeal. On March 21, 2013 $ied comments in response to
Tessera, Inc.’s February 21 response and requesbpen prosecution. On May 9, 2013, SPIL withdfesmn the inter partes reexamination of
U.S. Patent No. 6,433,419, indicating that it womlake no further comment or otherwise participathe proceeding and also that it did not
object to Tessera, Inc. having substantive ex mamemunication with the Patent Office for the rendar of the proceeding.

On June 25, 2013, the Patent Trial and Appeal Bsared an Order remanding the proceeding to thmier for consideration of Tessera,
Inc.’s response filed February 21, 2013. The oeagered certain new evidence submitted by Tesberain said response and dismissed
SPIL’s March 21, 2013 comments as moot in view B3 withdrawal.

On September 25, 2013, the Examiner issued a diet@ion in which the Examiner recommended thatRh&ent Trial and Appeal Board
maintain the new grounds of rejection in the Bosuldecember 21, 2012 Decision on Appeal. On OctabeR013, Tessera, Inc. submitted
comments in response to the Examiner’s determinafitso, on October 25, 2013, Tessera, Inc. regdesh oral hearing before the Patent
Trial and Appeal Board.

On November 17, 2014, the Patent Trial and Appealr& issued a decision reversing the rejectioral aff the claims subject to
reexamination. In particular, the November 17 deniseversed the Examiner's September 25, 2013rdiet&tion to maintain the Patent Trial
and Appeal Board's new grounds of rejection sehfiorthe Board’'s December 21, 2012, Decision opdg. U.S. Patent No. 6,433,419
expired on September 24, 2010, but the inter paggsamination will continue to its administratisenclusion after expiration.

U.S. Patent No. 6,465,893

The PTO issued a non-final Official Action in coitien with the inter partes reexamination of U.8tdnt No. 6,465,893 initially rejecting a
number of patent claims on May 4, 2007. On Febra&r?2008, the PTO issued a second official aceédsg denominated as an action closing
prosecution, maintaining the rejections of U.SeRaNo. 6,465,893. On March 28, 2008, Tesserafiled.a petition to vacate the second
official action in the reexamination of U.S. Patéitt 6,465,893 on the ground that the second affation did not properly take account of
amendment to the specification of U.S. Patent Ng6%893. On June 9, 2008, Tessera, Inc. filechawed petition to vacate the inter partes
reexamination on the ground that the request foln seexamination did not name the real party iarggt, which petition was denied on
September 10, 2008. On August 21, 2008, a non-fifiimle action was issued. On February 5, 2009PH® issued a non-final official action,
also denominated as the second action closing putiea. A Right of Appeal Notice was issued on JABe2009. Tessera, Inc. filed a Notici
Appeal on July 22, 2009. On November 10, 2010Ph® issued an action closing prosecution confirnti@gain of the original claims subject
to reexamination as patentable and rejecting affaéms subject to reexamination. A second Righieal Notice was issued on February 18
2011.

Tessera, Inc. filed a Notice of Appeal on Marcl2@]1, and SPIL filed a Notice of Cross Appeal orrdhias, 2011. On August 22, 2011, the
examiner mailed an examiner’s answer maintainihgaitions set forth in the Right of Appeal Notissued on February 18, 2011. An oral
hearing in the appeal was held on September 12, abthe PTO in Alexandria, VA. On December 21,200essera, Inc. filed a petition for
the entry of additional evidence after appeal. Siéld an opposition to
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Tessera, Inc.’s December 21, 2012 petition on Jgrya2013. On January 28, 2013 the Patent TridlAgpeal Board denied Tessera, Inc.’s
December 21, 2012 petition and dismissed SPIL'sdian2, 2013 opposition to same.

On December 21, 2012, the Patent Trial and Appeal®@issued a Decision on Appeal, affirming ther&ixeer'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 P¢
Trial and Appeal Board granted a petition filedTsssera, Inc. on December 28, 2012 to extend Ta&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 together with new evidence
to address the new grounds of rejection in the @sddecember 21, 2012 Decision on Appeal. On M&th2013, SPIL filed comments in
response to Tessera, Inc.’s February 21 requesbfzen prosecution. On May 9, 2013, SPIL withdrewmfthe inter partes reexamination of
U.S. Patent No. 6,465,893, indicating that it wonmlake no further comment or otherwise participatihé proceeding and also that it did not
object to Tessera, Inc. having substantive ex mamemunication with the Patent Office for the renaksr of the proceeding.

On June 25, 2013, the Patent Trial and Appeal Bsarwked an Order remanding the proceeding to thmimer for consideration of Tessera,
Inc.’s request filed February 21, 2013. The ordeerd certain new evidence submitted by Tessecajn said request and dismissed SPIL’s
March 21, 2013 comments as moot in view of SPILithdrawal.

On July 17, 2013, the Examiner issued a deternginati which the Examiner recommended that the Pdteal and Appeal Board maintain
certain of the new grounds of rejection in the btsmbDecember 21, 2012 Decision on Appeal as tatediaims, and recommended that the
board withdraw other new grounds of rejection asetdain claims. On August 16, 2013, Tessera,dabmitted comments in response to the
Examiner’s determination. On August 19, 2013, Tesdac. requested an oral hearing before the Paté&l and Appeal Board.

On November 14, 2014, without holding an oral hegrthe Patent Trial and Appeal Board issued asdgtaffirming the Examiner's
determinations that were mailed on July 17, 20&efore maintaining rejections of certain of thkems subject to reexamination. On January
9, 2015, Tessera, Inc. filed an appeal of the Pdteal and Appeal Board’s November 14 decisiontwiite U.S. Court of Appeals for the
Federal Circuit. U.S. Patent No. 6,465,893 expoedseptember 24, 2010, but the inter partes reexaion and appeal will continue after
expiration.

European Oppositions

On or about January 3, 2006, Koninklijke Philligedronics N.V. and Philips Semiconductors B.V.Hilps”), MICRON Semiconductor
Deutschland GmbH (“Micron GmbH?”), Infineon and STdvbelectronics, Inc. (“STM”) filed oppositions t@3sera, Inc.’s European Patent No
EP1111672 (the “EP672 Patent”) before the Eurofaant Office (the “EPO”). Micron GmbH and Infineaithdrew their oppositions on
July 24, 2006 and November 4, 2006, respectivetyD@cember 4, 2006, Phillips withdrew its oppositi®n September 16, 2008, the EPO
Opposition Division issued a “Summons to attend praceedings” which states “preliminary” opiniomsfavorable to the claims of the EP672
Patent. An oral hearing before the EPO Oppositiosisidn, was held on June 4, 2009, resulting ireaision to revoke the EP672 Patent.
Tessera, Inc. filed a Notice of Appeal on August2209.

On September 24, 2011, the EP672 Patent expirédeimains as a now-expired but unrevoked patent.

On September 17, 2013, the EPO Board of Appealgdsa “Summons to attend oral proceedings” whiatest‘preliminary” opinions which
expresses the Board’s view that the principal nedsorevocation of EP672 Patent set forth by timp@3ition Division is incorrect. On
December 20, 2013, Tessera, Inc. filed a respangetSummons to Oral Proceedings. On Decembe&t(3@, the opponent filed a respons
the Summons to Oral Proceedings. An oral hearifigréehe EPO Board of Appeals was held on Januay2314. On March 7, 2014, the E
Board of Appeals issued a formal decision in Tesderc.'s favor that both reversed the decisiotihefOpposition Division (which revoked the
EP672 Patent) and remanded the case for furtheepdings before the Opposition Division on othesoms for opposition, asserted by the
opponent.

On September 17, 2014, STM, the sole remaining og@pip withdrew its opposition. It is not preserkhown whether the Opposition Division
intends to continue the proceedings of its own arotiithout any opponents.

Inter Partes Review Proceedings

On April 9, 2013, Amkor Technologies, Inc. ("Amkdffled a petition for inter partes review of Tessdnc.’s U.S. Patent No. 6,046,076
(IPR2013-00242). On July 12, 2013, Tessera, lted fa patent owner preliminary response. On OctabeP013 the Patent Trial and Appeal
Board instituted a trial for claims 1-8, 10-13, 18, 24, and 25 on a single ground of
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unpatentability for each claim. On October 23, 200&ssera, Inc. filed a Request for Rehearing theto Amkor’s lack of standing to bring
the IPR. On October 25, 2013 Amkor filed a Reqf@sReconsideration of Nomstituted Grounds. On November 5, 2013, Tessara filed ¢
motion to terminate; and on November 12, 2013, Anfited its opposition to Tessera, Inc.’s motiortéominate. On December 26, 2013,
Tessera, Inc. filed its Patent Owner’'s Responseldmary 10, 2014, the Board denied both Tesgwras imotion for rehearing and Amkor’s
motion for reconsideration. On January 31, 2014 Bbard denied Tessera, Inc.’s motion to termidateto Amkor’s lack of standing. On
March 15, 2014, Amkor filed its reply to Tesserdig;.'s Patent Owner’s Response. On March 31, ZDdgsera, Inc. filed a motion to strike
portions of Amkor’s reply and accompanying expetldration. On April 11, 2014, Tessera, Inc. filedlerminal Disclaimer in the patent file
of U.S. Patent No. 6,046,076 dedicating the remgitérm of that to the public. The oral argumenswald on June 12, 2014,

On October 10, 2014, the Board issued its finalteamidecision holding that claims 1-8, 10-13, 18] 49 of U.S. Patent No. 6,046,076 had nof
been shown to be unpatentable, and that claims@2% of U.S. Patent No. 6,046,076 were shown torfpatentable. The Board also directed
the Office to process the Terminal Disclaimer Tessknc. filed on April 11, 2014.

Amkor filed an appeal of the Board’s decision te th.S. Court of Appeals for the Federal Circuitdascribed in further detail below. Tessera
filed a cross-appeal.

On January 15, 2015, Tessera, Inc. announced algietilement with Amkor (as described below). Asgt pf that settlement, the parties ma
to dismiss their appeals with prejudice. On Jan@a&2015, the Court dismissed the appeals. Thitemia now concluded.

Insolvency Proceedings over the Estate of Qimonda@ Local Court of Munich, Insolvency Court, File Na 1542 IN 209/09

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 estaternb@ila AG and appointed Rechtsanwalt Dr. MichadéJas 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 termiregditense agreement. On June 12, 2009, Tesserdildéd 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, 20D0. Jaffé acknowledged approximately 7.8 milllburos of Tessera, Inc.’s claim. The
amount has been registered with the list of cresliaims at the Local Court of Munich, Insolver€purt. However, both the date and the
final amount of recovery for unsecured debtors iamacertain.

Amkor Technology, Inc. v. Tessera, Inc. (ICC Case &l 16531/VRO/AGF/RD)

On or about August 7, 2009, Amkor filed a requestairbitration against Tessera, Inc. before thertrdtional Chamber of Commerce (“ICC").
The request, among other things, accused Tesseraflinterference with Amkor’s existing and prespive business relationships, of
improperly claiming that Amkor had breached thetipat license agreement, and of improperly threiagio terminate that agreement. Amkor
sought relief including judgment that it was in q@iance with the license agreement and was a leeisgood standing under the license
agreement; judgment that the license agreementimechan effect and no breach alleged by Tesseta dgainst Amkor terminated the license
agreement; judgment that Amkor’s method of cal@ogptoyalties on a going-forward basis compliedwAimkor’s obligations under the
license agreement; an injunction against Tessecafdrbidding it from making statements to Amkarisstomers 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;
and such other and further relief as the arbitsai@em just and proper.

On November 2, 2009, Tessera, Inc. filed its answé#ne request, including counterclaims. The amsamong other things, denied Amkor’s
accusations and accused Amkor of failing to pays&es Inc. full royalties on products Amkor soldjoalcomm and potentially others that
were subject to ITC injunctions, of refusing taoall Tessera, Inc. to audit in accordance with thréigs license agreement, of interference witt
Tessera, Inc.’s prospective economic relationstipfailing to pay royalties or full royalties omq@ucts that infringe various U.S. and foreign
patents owned by Tessera, Inc., and of violatiegriplied covenant of good faith and fair dealifigssera, Inc. sought relief including
judgment that the license agreement had been rdanid that Tessera, Inc. was entitled to termihadicense agreement; judgment 1
products on which Amkor
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has not paid the full contractual royalties to BeasInc. were not licensed under Tessera, Inaternts; damages for Amkor’s breaches of the
license agreement; damages, including punitive dasygor Amkor’s interference with Tessera, Inprespective business relationships;
interest on any damages; attorneys’ fees and castsred by Tessera, Inc.; denial of Amkor’s claiagainst Tessera, Inc.; an order that
awarded Tessera, Inc. all other relief recoverahtéer the rules of Arbitration of the ICC; and adey for such other and further relief as the
arbitrators 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 itspensive pleading, Amkor denied Tessera, Inc.’sitaalaims, arguing in part that Tessera,
Inc.’s counterclaims for royalties were barred Iy tloctrines of collateral estoppel and res judicand sought a declaratory judgment that it
had not infringed and that its packages were natemander any of the patents asserted in Tesserd &mswer and that the patents were
invalid and unenforceable. Amkor also claimed alitri®r royalties it alleges it overpaid Tessers.|

On May 14, 2010, Amkor filed a motion to bar Tessénc.’s counterclaims for royalties before December D82@s res judicata. The Tribu
ruled on Amkor’s motion on November 15, 2010, giregnfAmkor’s motion as to Tessera, Inc.’s counténstafor royalties on some products
and timeframes at issue, and denying the motido ather products and timeframes.

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

On December 9 and December 10, 2010, the Tribwldldntwoelay trial on certain issues in the arbitrationjuding (1) royalties payable or
going-forward basis for the patents addressedédrptbvious arbitration, including but not limitemirbyalties applicable to packages assemble
for Qualcomm, Inc.; (2) Tessera, Inc.’s counteralr breach of the audit provision of the licemggeement; (3) Tessera, Inc.’s claim for
breach of the covenant of good faith and fair agglto the extent that it was based on issuesnd)2) above; and (4) the status of Tessera,
Inc.’s latest request to terminate the licenseagent, to the extent that it was based on issye§2)] and (3) above.

On February 17, 2011, Tessera, Inc. sent Amkorffaciad notice of termination of Amkor’s license mgment with Tessera, Inc. Amkor
disputed Tessera, Inc.’s right to terminate therige 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 asserted petefhe Tribunal granted Tessera, Inc.’s motiodwly 1, 2011, striking (1) Amkor’s
invalidity and unenforceability defenses to therpant of royalties that accrued under the assert&d patents before those defenses were
raised, and (2) Amkor’s invalidity defenses to fiayment 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 Alaan certain issues tried to the Tribunal on Ddoen®-10, 2010. The Tribunal (1) granted
Tessera, Inc.’s request for additional royalties thr the patents addressed in the previous atibitran an amount to be determined later, but
denied Tessera, Inc.’s claim for additional royatowing from certain packages assembled for cues®including Qualcomm, Inc., (2) found
that Amkor was in breach of the License Agreemsribats royalty obligations and the audit provisif the license agreement, and

(3) deferred a final decision on certain groundsdéomination of the license agreement until theosel phase of this arbitration had concluded

On August 15, 2011, pursuant to the parties’ stippoih, the Tribunal entered an Order dismissingdp wiejudice the parties’ respective tortious
interference claims.

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

On October 17, 2011, the Tribunal issued a Pakiiedrd on certain issues tried to the Tribunal océ&sber 9-10, 2010. The Tribunal awardec
Tessera, Inc. approximately $0.5 million associatétl additional royalties due for the patents added in the previous arbitration.

On July 5, 2012, the Tribunal issued a Partial Alvé&imong other things, the Partial Award furtheenpreted the parties’ agreement, found
that certain packages were neither licensed na@ltypearing under the agreement, found that ontheopatents at issue in the arbitration was
not valid, that seven of the asserted patents narenfringed by the accused Amkor products, thsiilaset of accused Amkor products did not
infringe two additional asserted patents, and thylties were due under seven of the patentsagims the arbitration for certain TCC and
related integrated circuit packages. In additibe, Tribunal awarded interest to Tessera, Inc.ctefeAmkor’'s contention that it was in
compliance with the license agreement
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and that it was a licensee in good standing, refeAimkor’s claim that Tessera, Ine¢ounterclaims were barred by doctrines of laclasser,
estoppel, unclean hands or the statute of limiatioejected Amkor’s request to enjoin Tessera,fhloen behavior outside the arbitral forum,
and agreed that Tessera, Inc. was entitled to mhgtdninate the license agreement as of Februarg@11. The Tribunal also found that the
parties should bear their own attorreefées and costs. The Partial Award contained iadditrulings not summarized here. Further proasgs
were undertaken to ascertain, among other thihgsamount due to Tessera, Inc. consistent witfP#rgal Award. On August 20, 2012,
Tessera, Inc. received an initial payment of $18ildon from Amkor related to the Partial Award tfieibunal issued on July 5, 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 scope of produetsred by the now-terminated license agreement.

On April 9, 2013, Amkor filed a request fmter partesreview of U.S. Patent No. 6,046,076, one of thempiaton which the Tribunal awarded
damages as part of the July 5, 2012 Partial Awandher information regarding thiister partesreview proceeding is provided above.

On April 16, 2013, the Tribunal issued an Ordeirigyout a schedule for the exchange of additiorsdaVery and the preparation of a joint
expert report in order to finalize the award of daes consistent with Partial Awards issued on 3uB012 and February 20, 2013. On
September 26, 2013, the Tribunal heard oral argtsr@mcerning disputes over the damages amoun@d@ber 7, 2013, the Tribunal issued
an interim order, ordering Amkor to provide additb discovery. The Tribunal also ordered a suppteaaigoint expert report and further
briefing, which was completed on December 30, 2@8January 30, 2014, the Tribunal issued an arding certain findings and request
the provision of further damages information to Tmdbunal.

On May 12, 2014, the ICC served the parties witttifdaAward No. 5, awarding Tessera, Inc. $112,881,in damages plus interest. This
amount was in addition to $16,657,749 plus intettest Amkor paid on August 17, 2012. On June 2342€he Tribunal issued an addendur
Partial Award No. 5, correcting certain typograjthierrors while leaving the total award intact.dscussed further below, on October 9, 2!
the San Francisco Superior Court confirmed Paitigdrd No. 5, and entered a judgment in favor ofsEes, Inc.

Another phase of the proceedings addressed Tessera,claims for royalties against certain Amigarckages based on certain additional
patents Tessera, Inc. asserted against Amkor. @raga25, 2013, the Tribunal denied Amkor’'s motionpartial summary judgment seeking
to exclude certain packages as not covered bydbede agreement. On June 4, 2013, the Tribunadsa claim construction ruling on the
additional patents. A hearing on these additiom#épts was held on June 23-27, 2014. The clostngnaent concerning the liability issues in
this phase of the proceedings was held on Octoli20B4. At the time of the settlement (discussddvig the ICC had not yet issued a decis
to the parties regarding the matters at issueisnptmase.

On January 15, 2015, Tessera, Inc. entered insmeaement with Amkor to settle all pending litigatiand arbitration between Amkor and
Tessera, Inc. Under the terms of the agreement,ohmkl pay Tessera, Inc. a total of $155 millionaddition to amounts already paid,
comprised of sixteen equal quarterly recurring payts commencing in the first quarter of 2015 anatioaing through the fourth quarter of
2018. This settlement includes the resolution efRlartial Award No. 5 referenced above plus inteseghat award, as well as additional
amounts related to the settlement of other proogsdietween the parties. As part of the settlentieatparties moved to dismiss with prejudice
this matter and all other pending litigation anbitation proceedings between them.

On January 20, 2015, the arbitration Tribunal grdrihe parties’ joint request, and dismissed tlaigenwith prejudice. This matter is now
concluded.

Amkor Technology, Inc. v. Tessera, Inc., Civil Actbn No. CPF-13-512796 (S.F. Superior Ct.); A13959€dlifornia Court of Appeal,
Third Division, 1st District); A143411 (California Court of Appeal, Third Division, 1st District)

On February 27, 2013, Amkor filed a petition in $aancisco Superior Court to correct the July 3,28rbitration award in Amkor
Technology, Inc., v. Tessera, Inc., ICC Case Na3168RO, to remove the grant of damages from Felpr@@i 1 to July 2012, or in the
alternative to vacate the award. On March 8, 28h3kor filed a motion to Correct An Arbitration Awgin the San Francisco Superior Court
that substantially repeated the request for rali@s Petition. Amkor’s Motion to Correct was hdaand orally denied, on June 14, 2013. The
San Francisco Superior Court issued a signed dielgring Amkor’s Motion to Correct on June 25, 20A8kor filed a notice of appeal with
the California Court of Appeal on August 26, 20(3ase No. A139596). Amkor filed its appeal briefXamuary 21, 2014. Tessera, Inc. file
Respondent’s brief on April 23,
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2014. Amkor filed its reply brief on June 12, 208tal argument was held on November 12, 2014. Oveliber 25, 2014, the California
Court of Appeal affirmed the Superior Court's oriteall aspects; and the appellate opinion becana¢ én December 26, 2014.

On July 14, 2014, Tessera, Inc. filed a petitioodofirm Partial Award No. 5 as amended in San éismo Superior Court. On August 8, 2014,
Amkor filed a petition to vacate Partial Award Nip.as well as a notice of removal in San Franc&gaperior Court and in the California Court
of Appeal stating that the action was removed &UlS. District Court for the Northern District G&lifornia. On August 22, 2014, Tessera,
Inc. filed a motion in the District Court to rematie action to state court. On September 9, 20BADistrict Court granted Tessera, Inc's
motion to remand and remanded the proceedingsite sburt. On September 12, 2014, Amkor filed aionab stay the Superior Court
proceedings pending the resolution of Amkor's appkthe denial of its motion to correct the July?®12 arbitration award. Tessera, Inc.'s
petition to confirm Partial Award No. 5, Amkor'stjtien to vacate Partial Award No. 5, and Amkor'stion to stay were heard on October 6,
2014. On October 9, 2014, the Superior Court sigretlentered an order granting Tessera, Inc.8qreto confirm Partial Award No. 5,
denying Amkor's motion to stay and its petitiorvéate Partial Award No. 5. Also on October 9, 20ahé Superior Court signed and entered
judgment in favor of Tessera, Inc. and against Angtating that Amkor must pay Tessera, Inc. damagtse amount of US$112,851,731, -
judgment interest in the amount of US$15,483,778, @os-judgment interest beginning on October 11, 201hategal rate until judgment is
fully satisfied. On October 23, 2014, Amkor filechatice of appeal with the California Court of Aphg/Case No. A143411),and posted a k
in the amount of $192,503,256.00.

As part of Tessera, Inc.'s January 15, 2015 settiemith Amkor (described above), Amkor moved tentiss these matters with prejudice. On
January 22, 2015, the California Court of Appeslied the remittitur and dismissed Case No. A143444d on January 27, 2015 the
California Court of Appeal issued the remittitur@ase No. A139596. These matters are now concluded.

Tessera, Inc. v. Amkor Technology, Inc. (ICC Case & 17976/VRO/AGF/RD)

On May 26, 2011, Tessera, Inc. filed an additioeguest for arbitration against Amkor before th€1The request, among other things,
alleged that Amkor failed to make a required etactinder the parties’ license agreement, and thakok failed to comply with obligations
regarding “Licensee Improvements” under the licesgeement. Tessera, Inc. sought relief includidgdaration that Amkor breached the
license agreement; that the license agreement wwagy terminated on this basis; a declaratiom Arakor’s rights to Tessera, Inc.’s patents
expired on May 9, 2011 or earlier; the identifioatand transfer of all Licensee Improvements tes&gs 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 deemed just and propertsdmaquest, Tessera, Inc. estimated the amoumspuite to be in excess of $1 million.

On July 26, 2011, Amkor filed its response to thguest, which, among other things, denied Tesbwras allegations, raised various purpol
defenses, asserted that Tessera, Inc.’s requestdiéd should be denied, contended that Tessecahas breached the license agreement,

argued that Amkor was entitled to attorneys’ feests and exemplary damages relating to the aitegaset forth in Tessera, Inc.’s request,
and asked that the Tribunal order Tessera, Ingayosuch further relief to Amkor as the Tribunatohed appropriate. Tessera, Inc. filed an

answer denying the allegations in Amkor’s respas&eptember 1, 2011.

On April 25, 2013, the parties and Panel jointlguested a stay of these proceedings until theeeafliJune 30, 2014 or the final resolution of
ICC Case No. 16531/VRO. On April 30, 2013, the l&tVised the parties that (unless otherwise adyigeday 3, 2013) the matter would
remain in abeyance for the period requested. Onil2014, the ICC informed the parties that thagter would now proceed, and that the
time limit for establishing the terms of referer@e been extended until September 30, 2014. On#&§y 2014, the parties submitted
proposals to the Panel regarding the terms ofeafer and a procedural order. On December 22, A@k4era, Inc. submitted signed terms of
reference to the Panel. On December 31, 2014Q@dnformed the parties that the time limit foradgishing the terms of reference had been
extended until January 30, 2015. On January 9, ,20&5arties submitted a revised procedural aa#re panel.

As part of Tessera, Inc.'s January 15, 2015 settiemvith Amkor (described above), the parties maweedismiss this matter with prejudice.
February 2, 2015, the Tribunal granted the parsgpulated request for dismissal, and dismissedatition. This matter is now concluded.

Tessera, Inc. v. Amkor Technology, Inc., Civil Actbon No. 1:12-cv-00852-SLR (D. Del.)
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On July 6, 2012, Tessera, Inc. filed a complairtiagt Amkor in the U.S. District Court for the Dist of Delaware. Tessera, Inc.’s complaint
alleged that Amkor infringed, including by directhfringing, contributorily infringing and/or indireg infringement of, U.S. Patent

No. 6,046,076. The complaint requested, among dtiegs, a judgment that Amkor infringed or wilfiimge, induce others to infringe, and.
commit acts of contributory infringement of onenoore claims of U.S. Patent No. 6,046,076; an otluer Amkor, its affiliates, subsidiaries,
directors, officers, employees, attorneys, agemtd,all persons in active concert or participatigtih any of them be preliminarily and
permanently enjoined from further acts of infringer) inducing infringement, or contributory infriexgent of the U.S. Patent No. 6,046,076;
an order that the infringement be adjudged wilfodl that the damages be increased under 35 U.28@ ® three times the amount found or
measured; an order for an accounting; and an asfatdmages that result from Amkor’s infringing adigerest on damages, attorneys’ fees
and such other and further relief as the Court éekjust and proper. The accused products inclide@xample and without limitation,
infringing vacuum encapsulated and molded undesdithiconductor packages manufactured by Amkomnkea¢ not licensed based on the
July 5, 2012 arbitration award in Amkor Technolotng., v. Tessera, Inc., 16531/VRO. On August D42 Amkor filed an answer and
counterclaims seeking a declaratory judgment th&t Batent No. 6,046,076 was not infringed andimzaid. It also interposed affirmative
defenses, including but not limited to, non-infiégmgent, invalidity, estoppel, license, patent extiansfailure to mark, and laches. Further,
Amkor sought an award of attorneys’ fees and castd,such other relief as the Court deemed tosteajud proper.

On April 9, 2013, Amkor filed a request for intearfes review of U.S. Patent No. 6,046,076. Furitifermation regarding this inter partes
review proceeding is provided above.

On April 29, 2013 Tessera, Inc. filed a reply to Karis counterclaims and an additional counterclagainst Amkor regarding infringement of
U.S. Patent No. 6,046,076. Tessera, Inc. interpaffachative defenses, including but not limited @mbitration and award, res judicata and
issue preclusion, failure to state a claim, vafidibd infringement, and equitable relief.

On May 23, 2013, Amkor filed an answer to Tesskra,s counterclaim in reply, seeking to dismiss3era, Inc.’s counterclaim in reply.
Amkor also asserted affirmative defenses, includingnot limited to, non-infringement, invaliditgstoppel, license, patent exhaustion, failure
to mark, laches, equitable estoppel, failure ttestaclaim, and no irreparable harm.

On November 13, 2013, the court granted the padigmilation to stay this district court proceeglipending the determination by the Tribunal
in ICC 16531/VRO identifying the packages on whiet ICC would award damages under U.S. Pat. Nd6607 6.

On May 27, 2014, Amkor filed a motion to vacate difypor correct Partial Award No. 5. On June 20120Tessera, Inc. filed a motion to
strike Amkor's motion to vacate, modify or corr@ertial Award No. 5. The motions were fully briefé@h December 10, 2014, the court
denied Amkor's motion to vacate, modify or correattial Award No. 5, and denied Tessera, Inc'sandb strike as moot.

As part of Tessera, Inc.'s January 15, 2015 seftienvith Amkor (described above), the parties $tifmad to dismiss this action with prejudice.
On January 20, 2015, the Court dismissed the acTiois matter is now concluded.

Amkor Technology, Inc. v. Tessera, Inc., Appeal No45-1173, 1174 (U.S. Court of Appeals, Federal Cirit)

On October 22, 2014, Amkor filed a notice of apgeahe U.S. Court of Appeals for the Federal Airtmappeal the final written decision in
inter partesreview IPR2013-00242 (described above), which weketed on December 4, 2014 and assigned dockdignuib-1173. On
November 5, 2014, Tessera, Inc. filed its noticerok-appeal to the U.S. Court of Appeals for the Fddeénauit, which was docketed
December 4, 2014 and assigned docket number 15-Théde cases were associated on December 5,&@d the case with docket number

15-1173 was designated the lead case.

As part of Tessera, Inc.'s January 15, 2015 settiémvith Amkor (described above), the parties maeedismiss these appeals with prejudice.

On January 28, 2015, the court dismissed theseapéhis matter is now concluded.

Item 4. Mine Safety Disclosures
Not applicable
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Item 5. Market for Registrant's Common Equity, Relaed Stockholder Matters and Issuer Purchases of Edty Securities

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 TASIDNAQ Global Select Market, on any trading day dgrihe respective quarter.

High Low
Fiscal Year Ended December 31, 2014
First Quarter (ended March 31, 2014) $ 239C $ 17.6(
Second Quarter (ended June 30, 2014) $ 2391 $ 20.3¢
Third Quarter (ended September 30, 2014) $ 30.0C $ 21.3¢
Fourth Quarter (ended December 31, 2014) $ 36.9¢ $ 24.8¢
High Low
Fiscal Year Ended December 31, 2013
First Quarter (ended March 31, 2013) $ 1891 $ 15.8¢
Second Quarter (ended June 30, 2013) $ 21.3: $ 18.11
Third Quarter (ended September 30, 2013) $ 22.5¢ $ 18.1¢
Fourth Quarter (ended December 31, 2013) $ 20.6¢ $ 17.9¢

As of January 30, 2015 there were 52,909,602 oudsig shares of common stock held by 24 stockhsldérecord.

In February 2015, we updated our capital allocasibategy. Given the change in business apprdethioves us away from backward
looking “episodic” payments, we will discontinuestbnce-a-year payment of special dividends on djgigwoceeds and instead announced a
doubling of the current quarterly dividend to $0@ share beginning in March 2015. The Compasy @turns capital to shareholders
through stock repurchases and plans to continugebpasing stock in future periods. We anticiphgg all quarterly dividends and stock
repurchases will be paid out of cash, cash equitglend short-term investments.

In 2013, we paid quarterly dividends of $0.10 geare in each of March 2013, May 2013, August 20iBdovember 2013. In May 2013, we
also paid a special dividend of $0.30 per commamesin accordance with the revisions to the divitlpalicy in April 2013 that are noted
above. In 2014, we paid quarterly dividends of §(é&r share in each of March 2014, May 2014, Aug0&# and December 2014. In May
2014, we also paid a special dividend of $0.52cpenmon share in accordance with the revised divigmiicy noted above. The special
dividends were calculated based on the Episodio Ganerated over the preceding four quarters.

PERFORMANCE GRAPH

The following graphic representation shows a comsparof total stockholder return for holders of gommon stock, the NASDAQ Compos
Index and the Philadelphia Stock Exchange Semiottodindex from December 31, 2009 through Decerlie2014. The graph and table
assume that $100 was invested on December 31,i2@2&h of our common stock, the NASDAQ Compositiek and the Philadelphia Stock
Exchange Semiconductor Index, and that all dividemdre reinvested. This graphic comparison is ptesiepursuant to the rules of the SEC.
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Comparison of 5 Year Cumulative Total Return

Assumes Initial Investment of $100
December 2014

250.00

200.00 +

150.00 +

50.00 +

0.00

2009 2010 2011 2012

2013

i Tessera Technologies , Inc - & = NASDAQ Composite-Totsl Returns

*++ O+« Philadelphia Semiconductor Index

J
2014

12/09 12/10 12/11 12/12 1213 12/14
Tessera Technologies, Inc. $ 100.0C $ 95.1¢ $ 719¢ $ 7218 $ 89.6¢ $ 169.1:
NASDAQ Composite $ 100.0¢ $ 1180 $ 11700 $ 13747 $ 1926: $ 221.0:
PHLX Semiconductor $ 100.0¢ $ 1158: $ 1038. $ 1113t $ 1579« $ 207.6:

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 the Securlirshange Act of 1934 (“Exchange Act”), whether madére or after the date hereof and

irrespective of any general incorporation languiageny such filing.

STOCK REPURCHASES

The following are our monthly stock repurchasestierfourth quarter of fiscal year 2014, all of aliniwere made as part of a publicly

announced plan.

Total number of

shares purchased as

part of our publicly

Approximate dollar
value of shares that

Total number Average announced share may yet be purchased
of shares price paid repurchase under our share

Period purchased per share program repurchase program (a)
(Shares in thousands)
2014
October 47 % 25.8¢ 47
November 13C % 32.32 13C
December 29C $ 35.3: 29C
Total 467 $ 33.5¢ 467 $145.1 million
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(a) In August 2007, our Board of Directors ("theaBd') authorized a plan to repurchase up to a maxirtotal of $100.0 million of our
outstanding shares of common stock dependent oketnemnditions, share price and other factors. dnédnber 2013, the Board increased
the amount authorized to be used for repurchas®$30.0 million. In October 2014, the Board incezhthe amount authorized to be used
for repurchases to $250.0 million. No expiratiotedaas been specified for this plan.

Item 6. Selected Financial Data

The following selected consolidated financial dsttauld be read in conjunction with “Management’'sddission and Analysis of Financial
Condition and Results of Operations” and our cadatéd financial statements and the related ngipsaxing elsewhere in this Annual Report

Years Ended December 31,
2014 2013 2012 2011 2010

(in thousands, except per share data)
Consolidated statements of operations

data
Revenues:
Royalty and license fees (1) $ 278,80 % 168,81: $ 209,75t % 238,74¢ $ 271,85:
Total revenues 278,80 168,81: 209,75t 238,74t 271,85:
Operating expenses:
Cost of revenues 1,44¢ 3,471 4,52¢ 5,10¢ 1,93
Research, development and other
related costs 37,47¢ 32,43¢ 38,93¢ 36,44( 30,50(
Selling, general and administrative 59,40¢ 74,17¢ 82,85¢ 68,37¢ 60,30:
Litigation expense 25,11¢ 60,31( 34,01¢ 27,47( 21,89:
Restructuring, impairment of long-
lived assets and other charges (10,339 4,552 33C 5,591 —
Impairment of goodwiill — 11€ (63) 33,35: —
Total operating expenses 113,11: 175,06¢ 160,60: 176,34: 114,63(
Operating income (loss) 165,69t (6,257) 49,15: 62,40" 157,22:
Other income and expense, net 1,55( 1,20¢ 5,66¢ 3,00t 2,69¢
Income (loss) before taxes from
continuing operations 167,24t (5,049 54,82: 65,41: 159,91
Provision for (benefit from) income taxes (7,699 35,86( 20,08t 29,05« 68,28:
Income (loss) from continuing operations 174,94: (40,909 34,73: 36,35¢ 91,63:
Loss from discontinued operations, net of
tax (4,489 (144,64 (64,960) (55,65¢) (34,289
Net income (loss) $ 170,45 $ (185,55) $ (30,225 $ (19,300 $ 57,34¢

Income (loss) per share:
Income (loss) from continuing operations:

Basic (2) $ 331 % 0.77) % 0.67 $ 071 $ 1.8¢

Diluted (2) $ 327 % 0.7 $ 0.6 $ 071 $ 1.82
Loss from discontinued operations:

Basic (2) $ (0.0¢) $ 270 $ (1.25) % (1.09 $ (0.6¢)

Diluted (2) $ (0.0§) $ (2.77) $ (1.29) $ (2.0¢) $ (0.6¢)
Net income (loss):

Basic (2) $ 32: % (3.4 % (0.5¢) % (0.3)) $ 1.1¢F

Diluted (2) $ 318 % (348 $ (0.5¢) % (0.3t) $ 1.14
Cash dividends declared per share $ 09z $ 0.7C $ 03C $ — % —
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Weighted average number of shares used in

per share calculation-basic (2) 52,81¢ 53,34¢ 51,97" 51,08: 50,07(
Weighted average number of shares use
per share calculation-diluted (2) 53,56 53,34¢ 52,25( 51,44: 50,45(

December 31,
2014 2013 2012 2011 2010

(in thousands)

Consolidated balance sheets data:
Cash, cash equivalents and short-term

investments $ 43442 % 359,587 % 442,60: $ 492,44 % 475,00
Working capital $ 441,48: $ 353,82. % 422,11  $ 481,427 $ 468,91.
Total assets $ 577,12 $% 484,75! % 705,10 % 716,52t $ 711,85«
Long-term liabilities $ 1,73¢  $ 5827 $ 9,50t $ 5017 $ 10,50:
Total stockholders’ equity $ 541,35¢ $ 440,43 % 642,42! $ 670,67¢ $ 664,58

(1) Revenue as part of a settlement of a paterihgegment dispute from previously unlicensed panties previously classified as past
production payments, which was defined as royadtynpents for the use of our intellectual propertyisTrevenue has been reclassified and is
included in "Royalty and License Fees."

(2) See Note 9 of the Notes to Consolidated Firsdr8tatements for an explanation of the methodd tesdetermine the number of shares use
to compute per share amounts.

Item 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

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

Business Overview

We generate revenue from licensing our technolagyigsintellectual property to customers and othdrs implement it for use in areas such a:
mobile computing and communications, memory and dadrage, and 3-D Integrated Circuit (“3DIC”) teologies, among others. Our
technologies include semiconductor packaging atetéonnect solutions, and products and solutionsifibile and computational imaging,
including our FaceTool®", FacePowel", FotoSavvy™, DigitalAperture™, face beautification, red-eye removal, High DynaRange,
autofocus, panorama, and image stabilization extalial property.

Our business has undergone many changes duringa2@13014, as summarized under the heading “OwehiePart |, Item 1-Busines®f
this Annual Report.

In this document, the operations and financial ltesaf the Micro-Optics business, the Zhuhai Fac#éind our mems|cam manufacturing
operations outlined under the heading “OverviewPart |, Item 1Busines®f this Annual Report, will be considered discontd operations.
All other financial results, unless otherwise notae included in continuing operations.

Results of Operations
Restructuring Activities

As noted under the heading "Overview" in Partdnitl -Busines®f this Annual Report, we have had three majoruestiring actions in 2013
and 2014. Key financial impacts of these actioesaar follows:

1) In 2013, we sold most of the assets of the M@mtics business located in Charlotte, North Caeoin exchange for $14.9 million in cash,
which resulted in a disposal gain of $8.7 millidtie incurred $2.6 million in restructuring and impagnt charges related to this action. In
2014, we sold all the remaining assets for $7.8amiin cash. All financial results of this busisesre included in discontinued operations.

2) In 2013, we closed our Zhuhai Facility and cdidsded our manufacturing capabilities into Taiwse incurred $4.1 million in restructuri
and impairment charges related to this actionfiAfincial results of this business are includedigtontinued operations.

3) In January of 2014, we announced the cessatialh mems|cam manufacturing operations. As a tesu incurred approximately $49.0
million in long-lived asset impairment and otheaddes related to the mems|cam operations in théhfou
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quarter of 2013. In addition, we incurred severaame other charges of $9.0 million in 2014. In 2044 sold all the remaining assets for $1
million in cash, which resulted in a disposal gaft$7.5 million. All financial results of this busss are included in discontinued operations.

For more information regarding these actions, set ¥ - "Discontinued Operation§ Note 8—" Goodwill and Identified Intangible Assets
and Note 15- "Restructuring, Impairment of Long-Lived Assetd &ther Chargesih the Notes to Consolidated Financial Statements.

All financial results and discussions below rekateontinuing operations unless otherwise specified

Revenue

Our revenues are generated primarily from royatiy kcense fees. Royalty and license fees are gatkfrom licensing the right to use our
technologies or intellectual property. Licenseesegally report shipment information 30 to 60 dafterahe end of the quarter in which such
activity takes place. Since there is no reliablgidan which we can estimate our royalty revenuies o obtaining these reports from the
licensees, we generally recognize royalty revemmmes one quarter lag. The timing of revenue redagnand the amount of revenue actually
recognized for each type of revenues depends upanety of factors, including the specific ternfeeach arrangement, our ability to derive
fair value of the element and the nature of ouiveehbles and obligations. In addition, our royaktyenues will fluctuate based on a number o
factors such as: (a) the timing of receipt of royaéports; (b) the rate of adoption and incorgorabf our technology by licensees; (c) the
demand for products incorporating semiconductaas tise our licensed technology; (d) the cyclicaitgupply and demand for products using
our licensed technology; (e) volume incentive prgcierms in licensing agreements that may resudignificant variability in quarterly revent
recognition from customers and (f) the impact afremmic 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 maintainemenue base. We may not be able to continue liegresistomers on terms favorable to us,
under the existing terms or at all, which wouldrhaur results of operations.

Our revenues increased significantly in 2014 dumarily to the following:

e The relicensing of Samsung Electronics Co., httd Micron Technology, Inc. in 2014. In 2012 ai®d 2 Samsung Electronics Co.,
Ltd. accounted for 10% and 11%, respectively, aftotal revenues and accounted for 24% of our tetanue in 2014, the first full
year after the new license agreements were sign@12, the year their license agreement explividron Technology, Inc
accounted for 15% of our total revenues. We reckn@revenue from them in 2013 so the 2014 compasiare favorable.

e PTI, a customer that accounted for 10% or métetal revenues for the year ended December 312 28eased making payments in
2012, which caused a substantial adverse impamirtooyalty revenue in 2013. In February 2014, weaainced a settlement with PTI
related to Tessera, Inc.’s and PTI's pending castse United States District Court for the North&istrict of California. With this
settlement, PTI will pay $196 million to Tessenag.Iwith two required payments made in 2014 andtgtlg recurring payments
beginning in 2015 through the end of 2018.

In the past, we have engaged in litigation andteatidn proceedings to directly or indirectly erderour intellectual property rights and the
terms of our license agreements, including procegdio ensure proper and full payment of royaltiesur current licensees and by third
parties whose products incorporate our intellegiuaperty rights. For example, although we settieddisputes with Amkor in January 2015,
we cannot predict the extent or timing of similature proceedings that may result in fluctuationelir revenue and expenses.

The following table presents our historical opergtiesults for the periods indicated as a percenthgevenues:
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Years ended December 31,

2014 2013 2012
Revenues:
Royalty and license fees (1) 10C % 10C % 10C %
Total Revenues 10C 10C 10C
Operating expenses:
Cost of revenues 1 2 2
Research, development and other related costs 13 19 19
Selling, general and administrative 21 44 40
Litigation expense 9 3€ 16
Restructuring, impairment of long-lived assets atiter charges ©) 3 —
Total operating expenses 41 104 77
Operating income (loss) from continuing operations 5¢ 4 23
Other income and expense, net 1 1 3
Income (loss) from continuing operations beforeetax 6C (©)] 26
Provision for (benefit from) income taxes ©)] 21 10
Income (loss) from continuing operations 63 (24) 16
Loss from discontinued operations, net of tax 2 (86) (30
Net income (loss) 61% (110% (14)%

(1) Revenue as part of a settlement of a patent irdriment dispute from previously unlicensed parties praviously classified as past
production payments, which was defined as royadtynpents for the use of our intellectual propertyisTrevenue has been reclassified and is
included in "Royalty and License Fees."

The following table sets forth our revenues by y@athousands, except for percentages):

Years Ended December 31,

Increase/ %
2014 2013 (Decrease) Change
Royalty and license fees $ 278,80 $ 168,81. $ 109,99t 65%

The $110.0 million or 65% increase in revenues egsto an increase in episodic revenue of $63.Bomidnd an increase in recurring reve
of $46.8 million. The increase in episodic revemas primarily related to payments made by PTI inngztion with Tessera, Inc.'s settlement
with PTI noted above. The increase in recurringerese results from a $39.2 million increase from fieense agreements primarily with
Samsung Electronics Co. Ltd. and Micron Technoldgy, and a $12.3 million or 113% increase in rexeefrom our FotoNation subsidiary
resulting from new license agreements to our sgivproducts as well as growth in unit shipmentseusdftware license agreements.

Cost of Revenues

Cost of revenues consists of direct compensatimoytization and depreciation expense. Amortizatind depreciation expense of long-lived
assets are generally classified as a componemtstof revenues from research, development and cgleted costs when an in-process
development project reaches commercialization.each associated period, cost of revenues as anpageeof total revenues varies based on
the rate of adoption of our technologies and timinty of property and equipment being placed inisetv

Cost of revenues for the year ended December 34 @@s $1.4 million, as compared to $3.5 milliontfte year ended December 31, 2013, &
decrease of $2.1 million, or 60%. The decreasepsiasarily related to a decrease in amortization tiuhe impairment of intangibles in 2013
(see Note 8 - Goodwill and Identified Intangibles Assétm the Notes to Consolidated Financial Statenjents

Research, Development and Other Related
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Research, development and other related costsstgmsnarily of compensation and related costgpfmsonnel, as well as costs related to
patent applications and examinations, product 'tlearns” and reverse engineering, materials, suppliie equipment depreciation. Research
and development is conducted primarily in-housetangets development of chip-scale and multi-claipkaging, circuitry design, 3D
architectures, wafer-level packaging technologyaaded substrates, and image enhancement technélibggsearch, development and other
related costs are expensed as incurred.

Research, development and other related costedoretar ended December 31, 2014 were $37.5 mibiscompared to $32.4 million for the
year ended December 31, 2013, an increase of $lidmnor 16%. The increase was primarily relatedan increase in salary and benefit ¢
and outside services, partially offset by a de@éadegal expense related to the maintenancetefifa

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

Selling, General and Administrative

Selling expenses consist primarily of compensatioth related costs for sales and marketing perspravedrse engineering personnel and
services, amortization of intangibles, marketingguams, public relations, promotional materialayél, trade show expenses, and stock-base
compensation expense. General and administratienses consist primarily of compensation and reletsts for general management,
information technology, finance personnel, legakfand expenses, facilities costs, stock-basedeausation expense, and professional
services. Our general and administrative expermsksy than facilities related expenses, are notatkd to other expense line items. Our
selling, general and administrative expenses haebndd as we have implemented cost savings steateg

Selling, general and administrative expenses fytar ended December 31, 2014 were $59.4 mibiscompared to $74.2 million for the
year ended December 31, 2013, a decrease of $1ighnor 20%. The decrease was primarily attrdhle to a decrease of $4.1 million
salary, benefit and other employee costs relatéldet@mployee reductions resulting from our restnuieg activities over the past several
quarters, a decrease of $5.5 million in outsideises and a decrease of $2.2 million in depreaiatioe to the impairment of fixed assets du
2013.

Litigation Expenst

Litigation expense for the year ended DecembeRB14 was $25.1 million, as compared to $60.3 nmilfior the year ended December 31,
2013, a decrease of $35.2 million, or 58%. Thigelese was primarily attributable to the decreasmiirdocket of legal proceedings as a resul
of recent settlement activities.

Although our litigation expense decreased frompitevious fiscal year, we expect that litigation expe may continue to be a material portion
of our operating expenses in future periods, ang floatuate significantly between periods, becanfseur ongoing litigation, as described in
Part I, Item 3 Legal Proceeding, and because of litigation that may be initidtech time to time in the future in order to enfosed protect
our intellectual property and contract rights.

Upon expiration of the current terms of our custmhlicenses, if those licenses are not renewéidation may become a necessary element o
an effort to secure payment of reasonable roydiiethe use of our patented technology. If weiané such litigation, our future litigation
expenses may increase.

Restructuring, Impairment of Lo-Lived Assets and Other Charges and Gain on SaRatents

Restructuring, impairment of long-lived assets atiter charges and gain on sale of patents forehe gnded December 31, 2014 was a credi
of $10.3 million, as compared to an expense of $4lifon for the year ended December 31, 2013, aetese of $14.8 million, or 315%. This
decrease was primarily attributable to a gain df.$Inillion due to the sale of patents in DeceniiHdr4 (see Note 15 —Restructuring,
Impairment of Lon-Lived Assets and Other Charges and Gain on SaRat#nts' in the Notes to Consolidated Financial Stateméonts
additional detalils).

Our restructuring activities in 2014 and 2013 wendertaken because we exited the manufacturingppast our business. We determined tha
focusing our resources on our core business of tizamg our intellectual property would bring moteeseholder value. We estimated this
restructuring would reduce our operating expengespproximately $70 million annually and have &ttb no effect on our revenue. Our 2015
operating plan assumes the full achievement oftheduced operating expenses.

Stock-based Compensation Expense
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The following table sets forth our stock-based cengation expense for the years ended Decembef34,ghd 2013 (in thousands):

Years Ended December 31,

2014 2013
Cost of revenues $ 18 $ 5C
Research, development and other related costs 2,82: 3,591
Selling, general and administrative 10,42¢ 9,86:
Total stock-based compensation expense $ 13,26¢ $ 13,50¢

Stock-based compensation awards included empldgek gptions, restricted stock awards and unitd, @nployee stock purchases. For the
year ended December 31, 2014, s-based compensation expense was $13.3 millionhafw$3.3 million related to employee stock options
$9.3 million related to restricted stock awards anids and $0.6 million related to employee stookcpases. For the year ended December 31
2013, stock-based compensation expense was $1Bidnmif which $7.8 million related to employe®ek options, $4.3 million related to
restricted stock awards and units and $1.4 millelated to employee stock purchases.

Modifications to agreements may occur when we @nterconsulting agreements with departing empleyé&eture stock-based compensation
expense will vary due to volatility in our stockqa, number and type of stock awards granted amighgi of modifications to stock awards, if
any.

Other Income and Expense, Net

Other income and expense, net for the year endedrblger 31, 2014 was $1.6 million, as compared i &illion, for the year ended
December 31, 2013. Other income and expense phntamsists of interest income which was flat yeeer year at $1.2 million.

Provision for (benefit from) Income Tax

The benefit for income taxes for the year endedeDdwer 31, 2014 of $7.7 million was primarily duehe release of our valuation allowance
for federal deferred tax assets which offset tlieetgpense related to our 2014 pre-tax profits. gioeision for income taxes for the year endec
December 31, 2013 of $35.9 million was primarilyeda an increase in our valuation allowance onréddieferred taxes in 2013 as a result of
the determination that it was more likely than thatt the deferred tax assets would not be realiklee.need for a valuation allowance requires
an assessment of both positive and negative evedehen determining whether it is more likely than that deferred tax assets are
recoverable. Such assessment is required on digtiis-by-jurisdiction basis. In making such asseent, significant weight is given to
evidence that can be objectively verified. Aftensilering both negative and positive evidence sessthe recoverability of our net deferred
tax assets during the year 2014, we determinedtthais more likely than not we would realize th# ¥alue of substantially all our federal
deferred tax assets given license agreements #fehsnts entered into with customers during 208 %ell as cost reductions favorably
impacting our profitability in 2014 and forecasyafitability in succeeding years. We continue tonitor the likelihood that we will be able
recover the deferred tax assets in the future. déiermination includes objectively verifiable pgos& evidence that outweighs potential
negative evidence.

Discontinued Operation

In 2013, we sold our Micro-Optics business locate@harlotte, North Carolina, and shut-down our eemmodule manufacturing facility in
Zhuhai, China. In 2014, we ceased all mems|cam faatuing operations. In 2014, and all previousqms presented, these operations are
reported as discontinued operations. For furthferination about discontinued operations, see Neté Biscontinued Operationsin the
Notes to Consolidated Financial Statements fortamtail details

Fiscal Year 2013 and 2012

The following table sets forth our revenues by y@athousands, except for percentages):
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Years Ended December 31,

Increase/ %
2013 2012 (Decrease) Change
Royalty and license fees $ 168,81: $ 209,75t $ (40,94%) (20)%

Total revenues for the years ended December 3B 20d 2012 was $168.8 million and $209.8 milljoaspectively. This decrease in rever
resulted primarily from a $49.1 million decreasedgalty revenues from Micron Technology Inc. araWertech Technology, Inc.

Cost of Revenues

Cost of revenues primarily consists of amortizatibimtangible assets related to acquired techriespglirect compensation and depreciation
expense. Amortization of certain acquired intargjdssets and depreciation expense of propertycangreent are generally classified as a
component of cost of revenues from research, dpusdat and other related costs when an in-procesdajement project reaches
commercialization. For each associated period, @ostvenues as a percentage of total revenuessvigised on the rate of adoption of our
technologies and the timing of property and equipnbeing placed in service.

Cost of revenues for the year ended December 3B @@s $3.5 million, as compared to $4.5 milliontfee year ended December 31, 2012 ,
decrease of $1.0 million, or 22%. The decreasepsiasarily related to the decrease in amortizatiae tb the impairment of intangibles in 2(
(see Note 8 — Goodwill and Identified Intangibles Asséts the Notes to Consolidated Financial Statenjents

Research, Development and Other Related

Research, development and other related costhdorear ended December 31, 2013 were $32.4 milliscompared to $38.9 million for the
year endeiDecember 31, 2012a decrease of $6.5 million, or 17%. The decreaseprimarily related to a reduction in outsidevers of $3.:
million, personnel related expenses of $3.4 milliand stock-based compensation of $1.7 million s€lsecreases were partially offset by an
increase in depreciation expense of $3.0 million.

Selling, General and Administrative

Selling, general and administrative expenses ®tar ended December 31, 2013 were $74.2 miliscompared to $82.9 million for the
year endeiDecember 31, 2012 , a decrease of $8.7 milliod086. The decrease was primarily attributable toetses in outside services of
$4.7 million, personnel related expenses of $3IRamj facilities related expenses of $1.9 milli@nd travel related expenses of $1.0 million.
The decreases were primarily the result of theallvstreamlining of our administrative personnedl autside services (see Note 15 —"
Restructuring, Impairment of Lo-Lived Assets and Other Chardeisn the Notes to Consolidated Financial Statemeansl were partially
offset by a $1.9 million increase in depreciaticpense.

Litigation Expenst

Litigation expense for the year ended Decembef313 was $60.3 million, as compared to $34.0 mmilfior the year ended December 31,
2012, an increase of $26.3 million, or 78%. Theéase was primarily attributable to the incredseaee activities in our docket of legal
proceedings.

Restructuring, Impairment of Lo-Lived Assets and Other Charges and Gain on SaRatents

In 2013, we continued the restructuring of our Rilfdptics business and assessed the recoveralfilityr manufacturing assets during the
year. For continuing and discontinued operatiorejngurred $76.0 million of restructuring, impaimi®f lonc-lived assets and other charges
for the year ended December 31, 2013 which weralgndue to $58.3 million of impairments of long4ig assets and $9.8 million of purchase
obligations. These charges are primarily includediscontinued operations (see Note 15Re%tructuring, Impairment of Long-Lived Assets
and Other Charges and Gain on Sale of Patéimsthe Notes to Consolidated Financial Stateménmtadditional details).

Stock-based Compensation Expense
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The following table sets forth our stock-based cengation expense for the years ended Decembef33,dhd 2012 (in thousands):

Years Ended December 31,

2013 2012
Cost of revenues $ 50 $ 641
Research, development and other related costs 3,591 6,45¢
Selling, general and administrative 9,86% 9,94(
Total stock-based compensation expense $ 13,50 $ 17,03¢

Stock-based compensation awards included empldgek gptions, restricted stock awards and unitd, @nployee stock purchases. For the
year ended December 31, 2013, s-based compensation expense was $13.5 millionvhafh $7.8 million related to employee stock opsipn
$4.3 million related to restricted stock awards anids and $1.4 million related to employee stookcpases. For the year ended December 31
2012, stock-based compensation expense was $1fidnmof which $10.3 million related to employe®ek options, $4.8 million related to
restricted stock awards and units and $1.9 millelated to employee stock purchases. The decreatedk-based compensation from 2012 to
2013 primarily resulted from forfeitures of optioasd restricted stock awards and units due to texuin staff, offset by increased expenses
related to the modification of expenses relatestéak awards of $3.5 million in the year ended Dener 31, 2013 versus $0.1 million in the
year ended December 31, 2012. Modifications typicadcur when we enter into consulting agreemeiitis departing employee

Other Income and Expense, Net

Other income and expense, net for the year endedrbleer 31, 2013 was $1.2 million, as compared t@ 88llion, for the year ended
December 31, 2012 . The decrease was primarilpatéble to a $5.4 million payment we received framkor in 2012 related to the
International Court of Arbitration of the Internatial Chamber of Commerce interim award in favof@$sera, Inc. that was recorded as int
income.

Provision for (benefit from) Income Tax

The provision for income taxes for the year endedéddnber 31, 2013 of $35.9 million was primarily do@n increase in valuation allowance
on federal deferred taxes in the year as a refthieadetermination that it was more likely thart timt the deferred tax assets would not be
realized. The provision for income taxes for tharyended December 31, 2012 was $20.1 million arsllargely comprised of foreign income
and withholding taxes as offset by domestic incéaxebenefit. The increase in income tax expenséh®iear ended December 31, 2013 as
compared to the prior year was largely attributablehe valuation allowance recorded against salisfty all of our federal deferred tax assets
as we concluded such assets were no longer fudlizadle in 2013. After considering both negatine positive evidence to assess the
recoverability of our net deferred tax assets dytire year of 2013, we determined that it was natenfikely than not we would realize the full
value of our federal deferred tax assets given ni@iceies regarding the timing of profits that haaised us to be in a cumulative three year lo:
position as of the end of 2013.

Discontinued Operation

In 2013, we sold our Micro-Optics business locate@harlotte, North Carolina, and shut-down our eeamodule manufacturing facility in
Zhuhai, China. Both of these operations were pfastio DigitalOptics segment. In 2013 and all prexgeriods presented, these operations a
reported as discontinued operations. For furthfarination about discontinued operations, see Noté Biscontinued Operationsin the

Notes to Consolidated Financial Statements fortamtgil details

Net Operating Losses and Tax Credit Carryforwards

As of December 31, 2014, we had no remaining fedeataoperating loss carryforwards and state netatpg loss carryforwards of
approximately $156.3 million. A significant amouwftthe state net operating loss carryforwards arged over from the acquired entities,
Digital Optics Corporation in 2006 and Siimpel Corgtion in 2010. These operating loss carryforwaifdsot utilized, will begin to expire on
various dates beginning in 2015, and will contitmexpire through 2033. In addition, we have redesaix credit carryforwards of
approximately $3.3 million for federal purposes,iethwill start to expire in 2015, and will continte expire through 2034. We also have
research tax credit carryforwards of approximagsy8
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million for state purposes and $1.3 million ford@n purposes, which will never expire. We have.$21illion of foreign tax credit
carryforwards which will expire beginning in 2024hd will continue to expire through 2024. Under pinevisions of the Internal Revenue
Code, substantial changes in the Company or itsidialiny’s ownership may limit the amount of net @gng loss and research tax credit
carryforwards that can be utilized annually in fheire to offset taxable income.

Tax Benefits from Stock Options

The tax effect from our employee stock option flarn2014 is a deficiency totaling $2.0 million. Tkeevas no tax effect from our employee
stock option plan for 2013 and the tax effect in2@as a deficiency of $5.5 million. The tax betsefor the excess of tax deductions over the
related stock-based compensation expense recolitledleate a benefit to additional paid-in capitathe year that the benefit will reduce taxes
payable. We expect to record a credit of $2.4 oiillitax effected, to additional paid in capital whiee windfall benefits are realized in the
future.

Liquidity and Capital Resources

December 31,

(in thousands, except for percentages) 2014 2013 2012

Cash and cash equivalents $ 50,90¢ $ 73,72. % 103,80:
Short-term investments 383,51 285,86! 338,80:
Total cash, cash equivalents and short-term inverstsn $ 434,42:  $ 359,58 % 442,60:
Percentage of total assets 75% 74% 63%

Years Ended December 31,

2014 2013 2012
Net cash from operating activities $ 134,20  $ (48,077 $ 24,86(
Net cash from investing activities $ (76,65) % 47947 % 32,85
Net cash from financing activities $ (80,367 $ (29,950 $ (9,66¢)

Our primary source of liquidity and capital resagds our investment portfolio. Cash, cash equitaland shorterm investments were $43¢
million at December 31, 2014, an increase of $7ilBon from $359.6 million at December 31, 2013%<b and cash equivalents were $50.9
million at December 31, 2014, a decrease of $22&mfrom $73.7 million at December 31, 2013. Téhecrease in cash and cash equivalent
was primarily the result of $76.7 million in casbed by investing activities and $80.4 million nasle used in financing activities, partially
offset by $134.2 million in cash provided by opamgtactivities.

Cash flows provided by operations were $134.2 amilfior the year ended December 31, 2014, primdtiky to net income of $170.5 million,
adjusted for non-cash items of depreciation andranation of $20.3 million and stock-based compeinseexpense of $13.3 million, partially
offset by an increase in deferred tax assets magutom the reversal of a reserve totaling $44illion, patents acquired through settlement
agreements of $4.3 million and gain on disposagroperty and equipment and other assets, net o6$tlion.

Cash flows used in operations were $48.1 milliarttie year ended December 31, 2013, primarily dumut net loss of $185.6 million being
adjusted for non-cash items of depreciation andramation of $38.3 million, restructuring and impaient of $64.7 million, impairment of
goodwill of $6.7 million, stock-based compensataxpense of $13.5 million and deferred income tae®22.7 million, offset by changes in
operating assets and liabilities of $8.3 million.

Cash flows provided by operations were $24.9 nrilfior the year ended December 31, 2012, primatily @ net loss of $30.2 million, adjus
for non-cash items of depreciation and amortizatib$40.3 million and stock-based compensation pgp®f $17.0 million and a net increase
in the changes in operating assets and liabilitfe&2.2 million.

Net cash used in investing activities was $76. Tioniffor the year ended December 31, 2014, primaeilated to purchases of st-term
investments of $301.6 million and purchases ofrigilale assets of $5.6 million, offset by proceedsf maturities and sales of investments of
$203.7 million and proceeds from the sale of asse$81.2 million. The sales of property and equéotrwere primarily related to the land and
building used in our Micro-Optics business in Chad, North Carolina which was sold in August 20IB8e land and building were not part of
the initial sale and were, subsequently, sold iguat 2014. We also sold all remaining manufactuasgets in the DigitalOptics business.
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Net cash provided by investing activities was $4¥ilion for the year ended December 31, 2013, prily related to the maturities and sa

of short-term investments of $285.6 million andqaeds from the sale of property and equipment 8f&thillion, offset by purchases of
available-for-sale securities of $233.9 millionyghases of property and equipment of $20.1 miliiad purchases of intangible assets of $3.4
million. The sales of property and equipment watmarily related to those assets in our Micro-Optitisiness in Charlotte, North Carolina
which was sold in August 2013, and our leased fgétoZhuhai, China, whose assets were sold asgpéine closure of that facility in the
second quarter of 2013. The purchases of propadyeguipment were primarily related to expandirgyrttanufacturing operation in Hsinchu,
Taiwan. This operation was closed as part of teueturing of the DigitalOptics business announicedanuary 2014.

Net cash provided by investing activities was $38ilion for the year ended December 31, 2012, prily related to proceeds from maturit
and sales of investments of $359.5 million, offsgpurchases of short-term investments of $26118omj cash of $27.9 million used in our
acquisition of the Zhuhai Entity and related asfrets Flextronics, purchases of property and eqeipnof $33.4 million primarily for the
manufacturing operation in Taiwan and purchasestangible assets of $4.9 million.

Net cash used in financing activities was $80.4ionilfor the year ended December 31, 2014 duewvideid payments of $48.3 million a
stock repurchases of $66.3 million, offset by $3#iion in proceeds due to the issuance of comstook under our employee stock option
programs and employee stock purchase plans.

Net cash used in financing activities was $30.0ionilfor the year ended December 31, 2013 duevideind payments of $37.6 million a
stock repurchases of $29.3 million, offset by $36iBion in proceeds due to the issuance of comstonk under our employee stock option
programs and employee stock purchase plans.

Net cash used in financing activities was $9.7ianlfor the year ended December 31, 2012 due tdetid payments of $15.6 million, offs
by the issuance of common stock under our empleiak option programs and employee stock purchiase p

The primary objectives of our investment activitiae to preserve principal and to maintain liqyiagvhile at the same time capturing a market
rate of return. To achieve these objectives, wentaai a diversified portfolio of debt securitieglinding municipal bonds and notes, corporate
bonds and notes, commercial paper, treasury amtagmtes and bills, certificates of deposit ancheyomarket funds. We invest excess cash
predominantly in high-quality investment grade dedaturities with less than three years to matudiyr marketable securities are classified as
available-for-sale and are reported at fair valui#) unrealized gains and losses, net of tax, @eain accumulated other comprehensive
income. The fair values for our securities are meiieed based on quoted market prices as of thatrafudate and observable prices for sin
assets.

We evaluate our investments periodically for pdssather-than-temporary impairment and review fexctuch as the length of time and extent
to which fair value has been below cost basisfittacial condition of the issuer, our intent tdchand whether we will be required to sell the
security before its anticipated recovery, on a ntikedy than not basis. If declines in the fair walof the investments are determined to be
other-than-temporary, we report the credit losgiporof such decline in other income and expenseg net basis, and the remaining noncredit
loss portion in accumulated other comprehensivenme For the years ended December 31, 2014, 2@l2Gk?, no impairment charges with
respect to our investments were recorded.

In August 2007, our Board of Directors ("the Bogrd{ithorized a plan to repurchase up to a maxinuiah of $100.0 million of our
outstanding shares of common stock dependent oketnesnditions, share price and other factors. dwénber 2013, the Board increased the
amount authorized to be used for repurchases t0.@1billion. In October 2014, the Board increadsel amount authorized to be used for
repurchases to $250.0 million. No expiration haanbgpecified for this plan. Repurchases may takeeph the open market or through private
transactions. As of December 31, 2014, we havercepsed approximately 4.9 million shares of comsiock, since the inception of the plan,
at a total cost of $104.9 million under this plamma average price of $21.39. As of December 3142the total amount available for
repurchase was $145.1 million. We plan to contilmuexecute authorized repurchases from time to tinter the plan.

In February 2015, we updated our capital allocasibategy. Given the change in business apprdethioves us away from backward
looking “episodic” payments, we will discontinuestbnce-a-year payment of special dividends on djgigwoceeds and instead announced a
doubling of the current quarterly dividend to $0®0 share beginning in March 2015. The Compasy wdturns capital to shareholders
through stock repurchases and plans to continugebasing stock in future periods. We anticiphtd all quarterly dividends and stock
repurchases will be paid out of cash, cash equitglend short-term investments.
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In 2012, we paid quarterly dividends of $0.10 geare in each of May 2012, August 2012 and Nover2b&R In 2013, we paid quarterly
dividends of $0.10 per share in each of March 2048y 2013, August 2013 and November 2013. In 20&tpaid quarterly dividends of $0.
per share in each of March 2014, May 2014, Aug0&42and December 2014. In May 2013 and 2014, veepl&l a special dividend of $0.30
and $0.52 per common share, respectively, in aeomelwith the revised dividend policy noted abdee special dividends were calculated
based on the Episodic Gain we generated over #wegding four quarters.

We believe that based on current levels of oparatamd anticipated growth, our cash from operatitmyether with cash, cash equivalents an
shortterm investments currently available, will be stiffint to fund our operations, dividends and st&gurchases and acquisition needs ft
least the next twelve months. Poor financial resuibanticipated expenses, unanticipated acquisitid technologies or businesses or
unanticipated strategic investments could give tasadditional financing requirements sooner thaewpect. There can be no assurance that
equity or debt financing will be available when deé 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 Period

Less than 1-3 4-5
Total 1 Year Years Years Thereafter
(In thousands)
Operating lease obligations $ 13,67 $ 281, $ 456( $ 4,490 $ 1,80¢

The amounts reflected in the table above for opegdéase obligations represent aggregate futunénmiim lease payments under non-
cancelable facility and equipment operating leaBesour facilities leases, rent expense chargegpévations differs from rent paid because of
scheduled rent increases. Rent expense is caldligtamortizing total rental payments on a straligte basis over the lease term.

It is the Company's policy to classify accruediiest and penalties related to unrecognized taxfitemethe provision for income taxes. We
have recognized approximately $1.6 million in tiability for unrecognized tax benefits, includingcaued interest and penalties, at December
31, 2014. For the years ended December 31, 20148, &0d 2012, we recognized an insignificant amofiimterest and penalties related to
unrecognized tax benefits. As of December 31, 20idtDecember 31, 2013, we accrued $0.5 million®hé million, respectively, of intere
and penalties related to unrecognized tax bendfitthis time, we are unable to reasonably estirttaeiming of the longerm payments or tr
amount by which the liability will increase or dease over time. As a result, this amount is nduded in the table above.

See Note 13 — Commitments and Contingenclesf the Notes to Consolidated Financial Stateméntadditional detail.

Off-Balance Sheet Arrangements
As of December 31, 2014, we did not have any of#fize sheet arrangements as defined in item 3@3(i#) of Regulation S-K.

Critical Accounting Policies and Estimates

Management's discussion and analysis of our firmgndition and results of operations are basexh @ur consolidated financial statements.
These financial statements have been prepareciiortoity with generally accepted accounting pritefp(“GAAP”) in the United States

which requires us to make estimates and judgmbatsaffect the reported amounts of assets, lisdslirevenues and expenses, and related
disclosure of contingent assets and liabilities tfsir nature, these estimates and judgments éjeciuo an inherent degree of uncertainty. W
evaluate our estimates based on our historicalresqm® and various other assumptions that areveglito be reasonable under the
circumstances. These estimates relate to reveognition, the assessment of recoverability of gabénd intangible assets, the assessment
of useful lives and the recoverability of propeiiant and equipment, the valuation and recognibfostock-based compensation expense, the
valuation of investments, recognition and measurgrokdeferred income tax assets and liabilitiee,assessment 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.

Revenue Recognitic
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We derive our revenue from royalty and license .fR&venues are recognized when there is persuasgidence of an arrangement, delivery
has occurred, the fee is fixed or determinable,ciéctability of the resulting receivable is reaably assured. Determining whether and w
these criteria have been satisfied requires usakeerassumptions and judgments which could havgréfisant impact on the timing and
amount of revenue we report. For example, we rézegevenue on certain royalty agreements on altasis because management detern
collectability is not reasonably assured. Theserd@hations have a material impact on our operagsglts.

Royalty revenue is generated from a licensee'syatazh or shipment of licensed products incorpoatiur intellectual property, technologies
or software. Running royalties are primarily basadunit volumes shipped. Licensees generally regfupment information within 30 to 60
days following the end of the quarter. From timeitee we also enter into license or settlementements that provide for fixed license fees,
royalty payments or settlement payments. When tiseme reliable basis on which we can estimateroyalty revenues prior to obtaining these
reports from the licensees, we recognize royaligmees on a one-quarter lag. Royalty revenue atdodes payments resulting from periodic
compliance audits of licensees, as part of a sedifet of a patent infringement dispute, or judgmeniicense dispute.

License revenue is generated from license agreanm@ntertain rights to our intellectual propemtgtinologies. We also derive revenue from
software licenses for digital and video photographsige enhancement technology. In some instana&may enter into license agreements
that involve multiple element arrangements inclgdiechnology transfer, design, technical serviat amspecified support. For technology anc
software licenses, revenue is recognized uponelglior on a straight-line basis over the periodifrich the unspecified support or service is
performed.

Valuation of goodwill and intangible assets

We make judgments about the recoverability of paseld finite-lived intangible assets whenever eventhanges in circumstances indicate
that impairment may exist. If such facts and cirstances exist, we assess recoverability by comgpénm projected undiscounted net cash
flows associated with the related asset or grougsséts over their remaining lives against thaipeetive carrying amounts. Impairments, if
any, are based on the excess of the carrying anoventhe fair value of those assets. If the udéduils shorter than originally estimated, we
accelerate the rate of amortization and amortieee¢maining carrying value over the new shortefuldiée. Such changes could result in
impairment charges or higher amortization expendature periods, which could have a significanpauot on our operating results and
financial condition.

We perform an annual review of the valuation ofdeidl in the third quarter, or more often if indicais of impairment exist. Triggering events
for impairment reviews may be indicators such ageesk industry or economic trends, restructurirt@pas, lower projections of profitability,

or a sustained decline in our market capitalizati®raluations of possible impairment and, if apgihie, adjustments to carrying values require
us to estimate, among other factors, future cassfl useful lives, and fair market values of oynonting units and assets. When we conduct
our evaluation of goodwill, the fair value of goatlws assessed using valuation techniques thatiregignificant management estimates and
judgment. Should conditions be different from maeragn’s last assessment, significant impairments of galbdhay be required, which

would adversely affect our operating results.

In 2013, we recorded a $6.7 million impairment geaof goodwill due to the restructuring of our DéOptics business. Refer to Note 8—
“Goodwill and Identified Intangible Assetof the Notes to Consolidated Financial Statemémtadditional details.

Property, plant and equipme

We assess property, plant and equipment for impaitwhen events or changes in circumstances irdibat the carrying value of the assets
or the asset grouping may not be recoverable. Fatitat we consider in deciding when to perforninapairment review include significant
under-performance of a business or product limelation to expectations, significant negative istdyior economic trends, and significant
changes or planned changes in our use of the a¥¢etsieasure the recoverability of assets thatawilitinue to be used in our operations by
comparing the carrying value of the asset groupinaur estimate of the related total future undisted net cash flows. If an asset grouping’s
carrying value is not recoverable through the eslatndiscounted cash flows, the asset groupingnisidered to be impaired. The impairmel
measured by comparing the difference between thet gsouping’s carrying value and its fair valumperty, plant and equipment is
considered a non-financial asset and is recordéiratalue only if an impairment charge is recag.

Impairments are determined for groups of assedsa@lto the lowest level of identifiable indepentdesash flows. When we determine that the
useful lives of assets are shorter than originediymated, we accelerate the rate of depreciatienthe assets’ new, shorter useful lives.
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Stock-based compensation expense

Calculating stock-based compensation expense esgthie input of highly subjective assumptions,udiig the expected life of the options,
stock price volatility, dividends and the pre-vagtbption forfeiture rate. We estimate the expetifedf options granted based on historical
exercise patterns, which we believe are represeatat future behavior. We estimate the volatilifiyour common stock on the date of grant
based on a market-based historical volatility. &ksumptions used in calculating the fair valuaatlsbased awards represent our best
estimates, but these estimates involve inhererdrtaioties and the application of management juddgn#es a result, if factors change and we
use different assumptions, our stock-based compiensaxpense could be materially different in tbufe. In addition, we are required to
estimate the expected forfeiture rate and onlygeize expense for those shares expected to veststWeate 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 expensé beudignificantly different from what we have resied 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, commpagatl, treasury and agency notes and
bills, certificates of deposit and money marketdsiiWe invest excess cash predominantly in highitgyuavestment grade marketable
securities with less than three years to matudiyr. marketable securities are classified as aVailfdy-sale 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 securitiedatermined based on quoted market prices a® ofatlnation date, observable prices for
similar assets and, in the event that observalidegpfor similar assets are not available, extgrmmbvided pricing models, discounted cash
flow methodologies or other similar techniques. Tegrmination of fair value when quoted marketgsiare not available requires significant
judgment and estimation. In addition, we evalubgeihvestments periodically for possible o-than-temporary impairment and review factors
such as the length of time and extent to whichvalue has been below cost basis, the financiadition of the issuer, our intent to hold and
whether we will not be required to sell the segubiéfore its anticipated recovery, on a more-likislginnot basis. If any of these conditions i
estimates change in the future, or, if differenineates are used, the fair value of the investmeatg change significantly and may result in
other-than-temporary decline in value which coudstdnan adverse impact on our results of operations.

Accounting for income tax

We must make certain estimates and judgments erméting income tax expense for financial statenpemposes. These estimates and
judgments occur in the calculation of tax credds, 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 ableecover our deferred tax assets. If recovenptdikely on a more-likely-thamot basis, wi
must increase our provision for income taxes bgmiag a valuation allowance against our defereedassets. Should there be a change in o
ability to recover our deferred tax assets, ouwigion for income taxes would fluctuate in the pdrbf the change.

In addition, the calculation of our tax liabiliti@svolves dealing with uncertainties in the apgiica of complex tax regulations. We recognize
liabilities for anticipated tax audit issues in tHeS. and other tax jurisdictions based on ounes of whether, and the extent to which,
additional tax payments are probable. If we ultighatletermine that payment of these amounts iseegsary, we reverse the liability and
recognize a tax benefit during the period in whighdetermine that the liability is no longer neeggsThis may occur for a variety of reasons,
such as the expiration of the statute of limitagiom a particular tax return or the completionroBaamination by the relevant tax authority.
record an additional charge in our provision foewin the period in which we determine that thmrded tax liability is less than the expected
ultimate assessment.

We account for uncertain tax positions in accordanith authoritative guidance related to income$ax he application of income tax law is
inherently complex. Laws and regulations in thisaaare voluminous, frequently changing and arenaftebiguous. As such, we are require
make many subjective assumptions and judgmentsdiegeour income tax exposures. Interpretationanaf guidance surrounding income tax
laws and regulations are subject to change ovex. ths such, changes in our assumptions and judgneantmaterially affect amounts
recognized in the consolidated balance sheetstateh®ents of operations.
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Our policy is to classify accrued interest and ggmrelated to the accrued liability for unrecampd tax benefits in the provision for income
taxes. For the years ended December 31, 2014,&912012, we did not recognize any significant fi&rsor interest related to unrecognized
tax benefits. See Note 12“come Taxes of the Notes to Consolidated Financial Statemémtsidditional detail.

Recent Accounting Pronouncements

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

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

The primary objectives of our investment activitiae to preserve principal and maintain liquidityil at the same time capturing a market
rate of return. To achieve these objectives, wentaai our portfolio of cash, cash equivalents anet$tments in a variety of securities, which
are subject to risks including:

Interest Rate Ris

The risk associated with fluctuating interest rasegenerally limited to our investment portfolide invest in marketable securities, consisting
primarily of municipal bonds and notes, corporatads and notes, commercial paper, treasury anccggenies and bills, which had a fair
value of $414.9 million at December 31, 2014. Oyasure to interest rate risks is not significamé tb the short average maturity of our
holdings, which is less than a year. A hypotheti®al (100 basis-point) increase in period end ister@tes along the yield curve would have
resulted in a $3.2 million decrease in the faieadbf our investment positions at December 31, 2@bhversely, a 1% (100 basis-point)
decrease in interest rates to zero would havetessirl a $1.0 million increase in the fair valueoof investment portfolio. These estimates
reflect only the direct impact of a change in ietrates and actual results may differ from tlessienates.

Investment Ris

We are exposed to market risk as it relates togdmsmim the market value of our investments in &oldito the liquidity and credit worthiness of
the underlying issuers of our investments. Our $tivents are subject to fluctuations in fair value tb the volatility of the credit markets and
prevailing interest rates for such securities. Marketable securities, consisting primarily of nuipél bonds and notes, corporate bonds and
notes, commercial paper, treasury and agency aotsills, certificates of deposit and money mafiuatls, are classified as available-for-sale
or trading securities with fair values of $414.9limm and $303.8 million as of December 31, 2014 2013, respectively. Unrealized losses,
net of tax, on these investments at December 34 @@re approximately $0.3 million, as comparedrcealized gains of approximately $0.1
million at December 31, 2013. We do not hold angvdgive, derivative commodity instruments or otlsemilar financial instruments in our
portfolio.

Bank Liquidity Risl

As of December 31, 2014, we have approximatelySttillion in operating accounts that are held vdtimestic and international financial
institutions. A majority of these balances are heiith domestic financial institutions. These casltabhces could be lost or become inaccessibl
if the underlying financial institutions fail or they are unable to meet the liquidity requiremeittheir depositors and they are not supported
by the federal government. Notwithstanding, we haseincurred any losses and have had full acaessartoperating accounts to date. We
believe any failures of domestic and internatidirancial institutions could impact our ability fond our operations in the short term.

Foreign Currency Exchange Rate R

Our international sales and substantially all af gperating expenses are typically made in U.Sadobnd are generally not subjected to
foreign currency exchange rate risk. Consequeatlyresults of operations are not subject to sicgnift foreign exchange rate fluctuations. We
do not currently hedge against foreign currency flatctuations.

Item 8. Financial Statements and Supplementary Data

Our consolidated balance sheets as of Decemb&034,and 2013, and the related consolidated statsroéoperations, stockholders’ equity
(deficit), comprehensive income (loss) and casWdlfor each of the years in the thigear period ended December 31, 2014 are set fotthis
Annual Report at Item 15(a)(1).
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SELECTED QUARTERLY FINANCIAL INFORMATION (UNAUDITED )

The following table presents our unaudited quartexsults of operations for the eight quarterdm periods ended December 31, 2014 and
2013.

The following table should be read in conjunctioittvthe consolidated financial statements and edlabtes contained elsewhere in this
Annual Report. We have prepared the unauditedrimdition on the same basis as our audited consdlidiatencial statements. This table
includes all adjustments, consisting only of norneglurring adjustments, that we consider necedsaffpir 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,
2013 (1) 2013 (2) 2013 (3) 2013 (4) 2014 (5) 2014 2014 (6) 2014 (7)

(in thousands, except per share amounts)

Revenues:
Royalty and license fees $ 2862« $ 4659 $ 37,26: $ 56,33° $ 88,33 $ 37,21! $ 93,33 $ 59,92
Total Revenues 28,62+ 46,59: 37,26 56,33 88,33¢ 37,21 93,33« 59,92:
Operating expenses:
Cost of revenues 90z 88¢ 84¢ 837 597 44¢ 24z 15¢
Research, development and other related costs 8,42¢ 7,86¢ 8,39¢ 7,75¢ 8,647 10,107 10,32¢ 8,397
Selling, general and administrative 22,11 22,60 15,28( 14,17¢ 15,32: 14,99¢ 14,88: 14,20¢
Litigation expense 14,03 17,37¢ 12,69 16,19 6,951 10,21 5,821 2,13(
Restructuring, impairment of long-lived assets atiger
charges and gain on sale of patents 811 2,531 99z 33z 1,03¢ 48¢ 67 (11,93)
Total operating expenses 46,28¢ 51,26¢ 38,21« 39,30( 32,55t 36,25 31,34¢ 12,95¢
Operating income (loss) (17,66%) (4,672 (959 17,03 55,78: 96 61,98¢ 46,96¢
Other income and expense, net 464 29¢ 16C 28¢ 33C 43z 33¢ 44¢
Income (loss) from continuing operations beforeetax (17,207 (4,379 (799 17,31¢ 56,11; 1,39; 62,32¢ 47,41°
Provision for (benefit from) income taxes (5,920 (1,879 33,36: 10,28¢ 22,68¢ (1,129 (40,357 11,00
Income (loss) from continuing operations (11,287 (2,507) (34,156 7,03( 33,42 2,51¢ 102,68: 36,31¢
Income (loss) from discontinued operations, neawf (33,349 (13,31) (36,81) (61,179 (12,527 1,25¢ 6,01: 771
Net income (loss) $ (44,62) $ (1581) $ (70,969 $ (54,149 $ 2089 $ 3,771 $108,69 $ 37,09

Earnings per share:

Income (loss) from continuing operations:

Basic $ (02) $ (©0) $ (063 $ 012 $ 06z $ 005 $ 19 $ 0.6¢

Diluted $ (02)) $ (009 $ (069 $ 015 $ 06z $ 005 $ 19 $ 06¢

Income (loss) from discontinued operations:

Basic $ (069 $ (025 $ (068 $ (119 $ (029 $ 00z $ 011 $ 0.0

Diluted $ 069 $ (025 $ (069 $ (119 $ (029 $ 00z $ 011 $ 001

Net income (loss):

Basic $ (©08) $ (030 $ (13) $ (LoH $ 03¢ $ 007 $ 207 $ 0.7C

Diluted $ (08) $ (030 $ (13) $ (@00 $ 03¢ $ 007 $ 20/ $ 0.6¢
Cash dividends declared per share $ 01C $ 04 $ 01C $ 01C $ 01C $ 06 $ 01C $  0.1C

Weighted average number of shares used in per share

calculations-basic 52,47: 53,15’ 54,07¢ 53,86¢ 53,22: 52,81: 52,50( 52,75¢

Weighted average number of shares used in per share

calculations-diluted 52,47: 53,15’ 54,07¢ 54,29( 53,79: 53,39' 53,28¢ 53,59¢

! In the first quarter of 2013, the restructuringpairment of long-lived assets and other chargesistatd of employee severance of

$1.4 million, impairments of $1.3 million of manetaring equipment assets held for sale relatinpeéoraiwan operation, $0.3
million impairment of research and development pondnt relating to the closure of the facility inl Feviv and an $8.7 million charg
due to the abandonment of patents and technologghvdlaused a revision of the useful life estimdtthese patents and technology
assets thus fully impairing them. These chargegrnearily included in discontinued operations.
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2 In the second quarter of 2013, restructuring, impant of long-lived assets and other charges irdw$1.9 million
impairment of our investment in NemoTek Technoldgid. which is included in continuing operationglditionally
in the second quarter, there was a $1.5 milliomgaelated to disposal of an entity that furtheaddanced packaging
solutions, an impairment charge of $1.1 milliormanufacturing equipment assets held for sale nglat the Taiwan
operation, $0.9 million in asset impairments relgtio the Intellectual Property and DigitalOptiesimesses, and $0.5
million in severance charges. These charges ahedied in discontinued operations.

3 In the third quarter of 2013, a valuation allowamaes recorded against substantially all of our B&leral deferred tax assets as we
concluded such assets were no longer fully redkzab

4 In January 2014, we announced a restructuring oDigitalOptics segment to cease all remaining nfiacturing
operations. Therefore, we will no longer pursuérategy of manufacturing and selling mems|cam prtedun
connection with these actions, in the fourth quasfe2013 we impaired $32.8 million of manufactyiequipment an
$6.5 million of intangible assets relating to thigiEalOptics operation, recorded a $9.8 million ijefor
commitments relating to open purchase orders foipegent and impaired $2.1 million of IT related etss These
charges are included in discontinued operations.

5 The increase in revenue over prior periods primaglates to an episodic payment from Powertecthii@logy, Inc. paid in the first
quarter of 2014.
6 The increase in revenue over prior periods primaslates to a second episodic payment from Poaleffechnology, Inc. paid in the

third quarter of 2014. Also in the third quarter28fl 4, the valuation allowance that was recordednag substantially all of our
federal deferred tax assets was released as whidedahat the majority of these assets were nalizable.

! In connection with the O-Film transaction, we sp&dents during this quarter for $11.9 million. Tgreceeds for this
sale are included as an offset in Restructuringainment of long-lived assets and other chargeggaimdon sale of
patents

Other Supplementary Data

The following table presents our quarterly unaudtliiten-GAAP financial measures for the eight quarberthe periods ended December 31,
2014 and 2013. The non-GAAP financial measuressafiju non-cash acquired intangibles, amortizatioarges, acquired in-process researct
and development, all forms of stock-based comparsakpense, restructuring, impairment of longdiessets and other charges and related
tax effects of the aforementioned adjustments.ridre GAAP financial measures also exclude the effeEFASB Accounting Standards
Coadification Topic 718 — Stock Compensation upanrthmber of diluted shares used in calculating G&#P earnings per share. We believe
that the non-GAAP measures used in this reportigeowvestors with important perspectives into ongoing business performance. Our
management uses these non-GAAP financial measures evaluating our operating performance. The nAid&financial measures
disclosed by the Company should not be considesedbstitute for, or superior to, financial measwasulated in accordance with GAAP, and
the financial results calculated in accordance @ifAP and reconciliations to those financial stadats should be carefully evaluated. The
non-GAAP financial measures used by the Company magatmeilated differently from, and therefore may betcomparable to, similarly titl
measures used by other companies.
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Three Months Ended

Mar 31, Jun 30, Sep 30, Dec 31, Mar 31, Jun 30, Sep 30, Dec 31,
2013 2013 2013 2013 2014 2014 2014 2014
(in thousands, except per share amounts)
GAAP income (loss) from continuing operations $ (11,28) $ (250) $ (34150 $ 7,03C $ 3342 $ 2516 $102,68 $ 36,31
Adjustments to GAAP net income (loss):
Stock-based compensation expense:
Research, development and other related costs 204 21€ 142 541 58¢ 70C 60C 52¢
Selling, general and administrative 1,35: 3,44¢ 1,41€ 2,40€ 1,91¢ 1,93¢ 2,548 2,50t
Amortization of acquired intangibles:
Cost of revenues 824 824 824 8217 58¢ 354 11¢€ —
Research, development and other related costs 1,05¢ 1,097 1,07¢ 1,14¢ 1,11¢ 1,14¢ 1,41¢ 1,531
Selling, general and administrative 2,92: 2,891 2,891 2,89( 2,89¢ 3,061 3,061 3,16¢
Restructuring, impairment of long-lived assets atiger
charges 811 2,531 99: 33z 1,03¢ 48¢ 67 (11,93)
Tax adjustments for non-GAAP items (2,191 (1,408 — — — — (68,349 1,46

Non-GAAP net income(loss) from continuing operagion $ (6,309 $ 7,101 $(26,81) $ 1517: $ 4157C $ 10,21: $ 42,15. $ 33,66¢

Non-GAAP net income (loss) per common share - eiut $ (012 $ 01t $ (050 $ 026 $ 07 $ 01 $ 078 $ 062

Weighted average number of shares used in per share
calculation-diluted* 52,47 53,157 54,07¢ 55,12/ 54,72( 54,32( 54,35! 54,52«

* Non-GAAP diluted shares are based on the GAARell share adjusted for stock-based compensatjmnse and tax effect.

The following table presents our revenues as remand episodic revenue, consistent with how meamemt reviews our quarterly revenues:

Mar 31, Jun 30, Sep 30, Dec 31, Mar 31, Jun 30, Sep 30, Dec 31,
2013 2013 2013 2013 2014 2014 2014 2014
Revenues:
Recurring revenue $ 2212« $ 27627 $ 27,76 $ 2556: $23,39: $ 3578 $ 47,33¢ $ 43,31
Episodic revenue 6,50( 18,96¢ 9,50( 30,76¢ 64,94¢ 1,427 46,00( 16,61(
Total revenues $ 2862 $ 46,59 $ 37,260 $ 56,337 $8833 $ 37,211 $ 93,33« $ 59,92

We define recurring revenue as payments made purtna license agreement or other agreement teacheduled to occur over at least one
year of time. We define episodic revenue as-recurring since it is not payable over at leas pear pursuant to a contract. Episodic revenue
includes non-recurring items such as engineeriag, fmitial license fees, back payments resultinghfaudits, damages awards from courts or
other tribunals, and lump sum settlement paymeitsough the royalty revenue reported by our li@ason a quarterly basis is generally not
assured, for ease of reference, we refer to tlesmnues as “recurring revenue.”

We believe that presenting episodic and recurmvgmue information provides both management anestovs with a more complete
understanding of underlying operating results aedds of established, ongoing operations, as weaksults due to unique items that can
obscure underlying trends. Management recognizggtie term “episodic revenue” may be interpretéfémently by other companies and may
not be applicable under different circumstances.béleeve that these measures are useful in asgdssirds of the respective business and
therefore be a useful tool in assessing periodetiod performance trends.

Importantly, a source of episodic revenue may becaraource of recurring revenue, when, for exangpt®mpany settles litigation with us by
paying a settlement amount and entering into aseeagreement or payment plan that calls for dialiicense fee and ongoing royalty
payment over several years. In that scenario,dtitement amount would be episodic revenue, asadvind initial license fee, and the ongoing
payments would be recurring revenue.

Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosure
Not applicable
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Iltem 9A. Controls and Procedures

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 Rule 13aflifh@® Exchange Act. This “Controls and Proceduesition 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

Evaluation of Controls and Procedures

Tessera Technologies, Inc. maintains disclosuréralgrand procedures that are designed to ensaténflormation required to be disclosed in
our reports filed pursuant to the Exchange Acetorded, processed, summarized and reported witeitime periods specified in the SEC'’s
rules and forms and that such information is acdated and communicated to our management, inclugimgChief Executive Officer and
Chief Financial Officer, as appropriate, to allaa fimely decisions regarding required disclostmedesigning and evaluating the disclosure
controls and procedures, management recognizeartlgatontrols and procedures, no matter how weligthed and operated, can provide only
reasonable assurance of achieving the desiredot@fiectives, and management is required to appiydgment in evaluating the cdsénefit
relationship of possible controls and procedures.

Under the supervision and with the participatiomof management, including our principal executffecer and principal financial officer, we
conducted an evaluation of the effectiveness ofifsgn and operation of our disclosure controts@ecedures, as defined in Rules 13a-15(
and 15d-15(e) under the Exchange Act as of theoétitke period covered by this report (the evaluatate). Based on this evaluation, our
principal executive officer and principal financtficer concluded as of the evaluation date thatdisclosure controls and procedures were
effective to provide reasonable assurance thahtbemation relating to Tessera Technologies, limzluding our consolidated subsidiaries,
required to be disclosed in our SEC reports (ie&orded, processed, summarized and reported witaitime periods specified in SEC rules
and forms, and (ii) is accumulated and communicti€essera Technologies Inc.’s management, inogudur principal executive officer and
principal financial officer, as appropriate, tooall timely decisions regarding required disclosure.

Change in Internal Control over Financial Reporting

There has been no change in Tessera Technologée's, internal control over financial reporting,defined in Exchange Act Rules 13a-15(f)
and 15d-15(f), during Tessera Technologies, Imadst recent quarter that has materially affecteds ceasonably likely to materially affect,
Tessera Technologies, Inc.’s internal control direxncial reporting.

Management’s Report on Internal Control over Finangal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finaha@orting for Tessera Technologies, |
Our internal control over financial reporting ip@cess designed to provide reasonable assuragaelirg the reliability of financial reporting
and the preparation of financial statements foemrl purposes in accordance with U.S. generafigated accounting principles. Tessera
Technologies, Inc.’s internal control over finahcigporting includes those policies and procedtinas (i) pertain to the maintenance of record:
that, in reasonable detail, accurately and faiglect the transactions and dispositions of thetassf Tessera Technologies, Inc.; (ii) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financékstents in accordance with generally
accepted accounting principles, and that receimdsexpenditures of Tessera Technologies, Inc. @rgbmade only in accordance with
authorizations of management and directors of TasBechnologies, Inc.; and (iii) provide reasonatsisurance regarding prevention or timely
detection of unauthorized acquisition, use, or a#pn of Tessera Technologies, Inc.’s assetsdabiald have a material effect on the financial
statements.

Tessera Technologies, Inc.’s management assesseffdlativeness of our internal control over finahceporting as of December 31, 2014,
utilizing the criteria set forth in 2013 by the Cuittee of Sponsoring Organizations of the Tread®aynmission (COSO) in Internal Control-
Integrated Framework. Based on the assessmentdserféeTechnologies, Inc.’s management, we detedntived Tessera Technologies, Inc.’s
internal control over financial reporting was effee as of December 31, 2014. The effectivenesgestera Technologies, Inc.’s internal
control over financial reporting as of December 3114 has been audited by PricewaterhouseCoopétsTdssera Technologies, Inc.’s
independent registered public accounting firm,tated in their attestation report which appearpage F-1 of this Annual Report on Form 10-
K.

Item 9B. Other Information
Not applicable
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Item 10. Directors, Executive Officers and Corpora¢ Governance

The information required by this Item 10 is heréigorporated by reference from the information urttie captions “Executive Officers,”
“Election of Directors” and “Section 16(a) BenefitDwnership Reporting Compliance” that will be tained in the Proxy Statement for our
2015 Annual Meeting of Stockholders (the “Proxyt&taent”).

We have adopted a written code of business coratutethics that applies to our principal executiffieer, 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.

Item 11. Executive Compensation

The information required by this Item 11 is incagted by reference from the information under tagtions “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 Qvners and Management and Related Stockholder Mattet

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

Item 13. Certain Relationships and Related Transa@ns, and Director Independence

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

Item 14. Principal Accountant Fees and Services

The information required by this Item 14 is incagted by reference from the information under tagtion “Ratification of Auditors” that will
be contained in the Proxy Statement.

Item 15. Exhibits and Financial Statement Schedules
(a) Documents filed as part of this report:
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(3) Exhibits*

* The exhibits listed on the accompanying Exhilxitdex following the signature page to this AnnRalport
are filed as part of, or hereby incorporated bgnence into, this Annual Report.

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)(tsent fairly, in all material respects, the
financial position of Tessera Technologies, Inad @s subsidiaries at December 31, 2014 and Dece81he013, and the results of their
operations and their cash flows for each of thedlyears in the period ended December 31, 201dnifoiamity with accounting principles
generally accepted in the United States of Ametitaddition, in our opinion, the financial stateamhechedule listed in the index appearing
under Item 15(a)(2) presents fairly, in all materégspects, the information set forth therein whesd in conjunction with the related
consolidated financial statements. Also in our apinthe Company maintained, in all material respesffective internal control over financial
reporting as of December 31, 2014, based on aitstiablished iinternal Control - Integrated Framework (201i8sued by the Committee of
Sponsoring Organizations of the Treadway Commis€DSO). The Company's management is responsibtbdee financial statements and
financial statement schedule, for maintaining e@ffecinternal control over financial reporting aftd its assessment of the effectiveness of
internal control over financial reporting, includedManagement's Report on Internal Control oveaRcial Reporting appearing under ltem
9A. Our responsibility is to express opinions oesth financial statements, on the financial statéseredule, and on the Company's internal
control over financial reporting based on our inéégd audits. We conducted our audits in accordaiittethe standards of the Public Comp
Accounting Oversight Board (United States). Thdasadards require that we plan and perform the atdibbtain reasonable assurance about
whether the financial statements are free of maltarisstatement and whether effective internal mdmver financial reporting was maintained
in all material respects. Our audits of the finahstatements included examining, on a test bagidence supporting the amounts and
disclosures in the financial statements, asseskgccounting principles used and significaninesties made by management, and evaluating
the overall financial statement presentation. Qudlitzof internal control over financial reporting
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included obtaining an understanding of internaltcmrover financial reporting, assessing the rtsktta material weakness exists, and testing
and evaluating the design and operating effectisgé internal control based on the assessedQiskaudits also included performing such
other procedures as we considered necessary girthenstances. We believe that our audits providesaaonable basis for our opinions.

A company'’s internal control over financial repodiis a process designed to provide reasonableamesuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (fppeto the maintenance of records that, in
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 witibaizations of management and
directors of the company; and (iii) provide readnaassurance regarding prevention or timely detectf unauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods agject to the risk that controls may become inadegjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

/sl PricewaterhouseCoopers LLP

San Jose, California
February 25, 2015
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TESSERA TECHNOLOGIES, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except for par value)

December 31,

2014 2013
ASSETS
Current assets:
Cash and cash equivalents $ 50,90¢ $ 73,72
Short-term investments 383,51« 285,86!
Accounts receivable, net 4,47¢ 3,13¢
Short-term deferred tax assets 19,33¢ 56
Current assets of discontinued operations 15€ 7,02¢
Other current assets 17,122 22,50:
Total current assets 475,51( 392,31:
Property and equipment, net 4,322 9,481
Intangible assets, net 72,92t 81,20
Long-term deferred tax assets 21,75¢ 904
Other assets 2,607 85&
Total assets $ 577,12 $ 484,75:
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 3,60¢ % 3,20¢
Accrued legal fees 4,14: 10,18¢
Accrued liabilities 13,28« 23,53t
Deferred revenue 10,217 1,14¢
Current liabilities of discontinued operations 2,87: 407
Total current liabilities 34,02¢ 38,48¢
Long-term deferred tax liabilities 187 52C
Other long-term liabilities 1,551 5,11C
Long-term liabilities of discontinued operations — 197
Commitments and contingencies (Note 13)
Stockholders’ equity:
Preferred stock: $0.001 par value; 10,000 sharé®ered and no shares issued and outstanding — —
Common stock: $0.001 par value; 150,000 share®dné; 57,800 and 55,617 shares issued,
respectively, and 52,840 and 53,442 shares ouis@gn@spectively 58 55
Additional paid-in capital 576,34: 530,76:
Treasury stock at cost; 4,960 and 2,175 sharesrofon stock at each period end, respectively (106,23) (39,919
Accumulated other comprehensive income (loss) (339) 13z
Retained earnings (deficit) 71,52« (50,599
Total stockholders’ equity 541,35¢ 440,43
Total liabilities and stockholders’ equity $ 577,120 $ 484,75:

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

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share amounts)

Years Ended December 31,

2014 2013 2012

Revenues:

Royalty and license fees $ 278,800 $ 168,81. $ 209,75t

Total revenues 278,80° 168,81 209,75¢

Operating expenses:

Cost of revenues 1,44¢ 3,471 4,52¢

Research, development and other related costs 37,47¢ 32,43¢ 38,93¢

Selling, general and administrative 59,40¢ 74,17+ 82,85¢

Litigation expense 25,11¢ 60,31( 34,01¢

Restructuring, impairment of long-lived assets atiger charges and gain on sale of pate (20,33¢) 4,66¢ 267

Total operating expenses 113,11: 175,06¢ 160,60:

Operating income (loss) 165,69¢ (6,257) 49,15
Other income and expense, net 1,55(C 1,20¢ 5,66¢

Income (loss) before taxes from continuing operetio 167,24t (5,049 54,82:
Provision for (benefit from) income taxes (7,699 35,86( 20,08t¢
Income (loss) from continuing operations 174,94: (40,909 34,73t
Loss from discontinued operations, net of tax (4,489 (144,646 (64,96()
Net income (loss) $ 170,45: $ (185,55) $ (30,22%
Income (loss) per share:
Income (loss) from continuing operations:

Basic $ 331 % 0.77) % 0.67

Diluted $ 327 $ 0.77) $ 0.6¢€
Loss from discontinued operations:

Basic $ (0.0§) $ 2.77) $ (.25

Diluted $ (0.0¢) $ 27 $ (1.29
Net income (loss):

Basic $ 3.2 % (3.4 $ (0.5¢)

Diluted $ 3.18 $ (3.4¢) % (0.5¢)
Cash dividends declared per share $ 09z $ 0.7C % 0.3(

Weighted average number of shares used in per shlnaations-basic 52,81¢ 53,34¢ 51,97:

Weighted average number of shares used in per shinglations-diluted 53,56 53,34t 52,25(

The accompanying notes are an integral part ottheasolidated financial statements.
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TESSERA TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
(in thousands)

Years Ended December 31,

2014 2013 2012
Net income (loss) $ 170,45 $ (185,55) $ (30,22%)
Other comprehensive income (loss):
Net unrealized gains (losses) on available-fore saturities, net of tax (46€) 14 98
Other comprehensive income (loss) (46€) 14 95
Comprehensive income (loss) $ 169,98t §  (18554) $ (30,130

The accompanying notes are an integral part oktheasolidated financial statements.
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TESSERA TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(in thousands)

Accumulated

Common Stock Additional Treasury Stock Other Retained
Paid-In Comprehensive Earnings
Shares Amount Capital Shares Amount Income (Loss) (Deficit) Total
Balance at December 31, 2011 51,57¢ $ 52 $ 462,69 645 $ (10,50%) 24 $ 21841 $ 670,67
Net loss — — — — — — (30,22% (30,229
Other comprehensive income — _ — — — 95 — 95
Cash dividends paid on company common stock — — — — — — (15,63¢) (15,63¢)
Issuance of common stock in connection with
exercise of stock options 167 — 2,37¢ — — — — 2,374
Issuance of common stock in connection with
employee common stock purchase plan 29z 1 3,73 — — — — 3,73¢
Issuance of restricted stock, net of shares
cancelled 267 — — — — — — —
Repurchases of common stock 9 _ — 9 (137 — — (137)
Stock-based compensation expense — — 17,03¢ — — — — 17,03¢
Tax effect from employee stock option plan — — (5,49:) — — — — (5,497)
Balance at December 31, 2012 52,29: $ 53 $ 480,34 654 $ (10,647 11 $ 172,540 $ 642,42
Net loss — — — — — — (185,55 (185,55)
Other comprehensive income — _ — — — 14 — 14
Cash dividends paid on company common stock _ — — — — (37,589 (37,589
Issuance of common stock in connection with
exercise of stock options 2,031 1 33,52( — — — — 33,52:
Issuance of common stock in connection with
employee common stock purchase plan 28¢ — 3,41 — — — — 3,415
Issuance of restricted stock, net of shares
cancelled 351 1 — — — — — 1
Repurchases of common stock (1,529 — (25) 1,521 (29,276 — — (29,307
Stock-based compensation expense — _ 13,50 — — — — 13,50:
Balance at December 31, 2013 53,44. $ 55 $ 530,76 2,178 $ (39,919 135 $ (50,59Y) $ 44043
Netincome = = = = = = 170,45 170,45
Other comprehensive loss _ _ _ — — (466€) — (46€)
Cash dividends paid on company common stc — _ — — — — (48,33Y) (48,33Y)
Issuance of common stock in connection with
exercise of stock options 1,797 2 32,57¢ — — — — 32,58(
Issuance of common stock in connection with
employee common stock purchase plan 137 — 1,70C — — — — 1,70(
Issuance of restricted stock, net of shares
cancelled 24¢ 1 — — — — — 1
Repurchases of common stock, shares excha 29 (761) (761)
Repurchases of common stock (2,785 — — 2,75¢ (65,557) — — (65,55:)
Stock-based compensation expense — _ 13,26¢ — — — — 13,26¢
Tax effect from employee stock option plan — _ (1,96¢) — — — — (1,96¢)
Balance at December 31, 2014 52,84( $ 58 $ 576,34 496 $ (106,23) (33) $ 7152« $ 541,35

The accompanying notes are an integral part oktheasolidated financial statements.
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TESSERA TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Years Ended December 31,

Cash flows from operating activities:
Net income (loss) $
Adjustments to reconcile net income (loss) to @eshcfrom operating activities:
Depreciation and amortization of property and emapt
Amortization of intangible assets
Stock-based compensation expense
Gain on disposal of property and equipment andratbsets, net
Impairment of goodwill
Non-cash restructuring, impairment of long-livedets and other charges
Deferred income tax and other, net
Amortization of premium or discount on investmesutsl other
Tax effect from employee stock option plan
Patents acquired through settlement agreements
Changes in operating assets and liabilities:
Accounts receivable, net
Inventories
Other assets
Accounts payable
Accrued legal fees
Accrued and other liabilities
Deferred revenue

Net cash from operating activities

Cash flows from investing activities:
Purchases of property and equipment
Proceeds from sale of property and equipment amef etssets
Purchases of short-term available-for-sale investme
Proceeds from maturities and sales of short-tesasiments
Acquisition, net of cash acquired
Purchases of intangible assets

Net cash from investing activities

Cash flows from financing activities:
Dividend paid
Proceeds from exercise of stock options
Proceeds from employee stock purchase program
Repurchase of common stock

Net cash from financing activities

Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period $

Supplemental disclosure of cash flow information:
Income taxes paid, net $

Supplemental disclosure of non-cash investing actfies:
Property and equipment included in accounts payafdeaccrued liabilities $

A iiaen PP URFIPRURDS | W PR SIS JURY [ R i SR SN | | F I Y

2014 2013 2012
170,45 $ (18555) $ (30,229
1,83¢ 15,93 15,20
18,47: 22,33( 25,06¢
13,26¢ 13,50 17,03¢
(19,619 (8,97) (91)
_ 6,66¢ _
82C 64,71¢ 63
(44,04 22,73t (6,100)
(144) 3,10¢ 212
(1,969 — (5,492)
(4,280) — —
(1,219 8,44¢ (2,537)
— 1,12 45¢
5,307 (2,56¢) (1,336
56€ (5,887 2,99:
(5,749 (1,537 5,61€
(8,56¢) 1,60¢ 1,72¢
9,06¢ (3,720 2,25¢
134,20 (48,07) 24,86(
(1,769 (20,11) (33,429
31,17: 19,70 1,29¢
(301,629 (233,889 (261,759
203,65 285,50 359,52:
(2,450) — (27,90))
(5,63 (3,360) (4,879
(76,65 47,94" 32,85:
(48,33Y (37,58 (15,639)
32,58: 33,49' 2,374
1,70 3,417 3,73¢
(66,319 (29,276) (137)
(80,36 (29,95() (9,66¢)
(22,819 (30,08() 48,04:
73,72: 103,80: 55,75¢
50,90¢ $  73,72. $  103,80:
2905 $  10,70: $ 4,88(
— 372 $ 5,041



$ — % — % 1,10¢

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. and its subsidiaries“@ompany”) generate revenue from licensing itht®logies and intellectual property to
customers and others who implement it for use éassuch as mobile computing and communicationsianeand data storage, and 3-D
Integrated Circuit (“3DIC") technologies, among etb. The Company's technologies include semicondpetckaging and interconnect
solutions, and products and solutions for mobilé e@mputational imaging, including our FaceTddls FacePowel", FotoSavvy™,
DigitalAperture™, face beautification, red-eye removal, High DynaRange, autofocus, panorama, and image stahilizattellectual
property.

The consolidated financial statements include tu@ants of Tessera Technologies, Inc. and eads efiolly 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.Cidrapany employs a calendar month-end reportingp@dar its quarterly reporting.

Reclassification

Certain reclassifications have been made to peaogd balances in order to conform to the curremigal’s presentation. The most significan
these reclassifications are as follows:

* In 2013, the Company restructured its operatmnselling its Micro-Optics business and clositsgiéased manufacturing facility in
Zhuhai, China (the “Zhuhai Facility”). As a resuhg financial results of the Micro-Optics businassl of the Zhuhai Facility for all
periods are presented as discontinued operations.

* In 2014, the Company continued its restructubgdghe cessation of all mems|cam manufacturingatipes. As part of these efforts,
the Company ceased its operations in Arcadia, @al#, Rochester, New York and in Taiwan and Japara result, the financial
results of the mems|cam manufacturing operationalferiods are presented as discontinued opeiatFor more information
regarding these actions, see Note ®iscontinued Operationsand Note 8 " Goodwill and Identified Intangible Assets.

» The revenue classification "Past Production Raysi' is now included in the "Royalty and Licenkeé on the statements of
operations for 2014 and all previous periods preskn

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of estimates

The preparation of financial statements in confoymiith U.S. GAAP requires management to make egtand assumptions that affect the
amounts reported in the financial statements andmpanying notes. The accounting estimates andrgigns that require management’s
most significant, difficult, and subjective judgneémclude the recognition and measurement of ctiamad deferred income tax assets and
liabilities, the fair value measurements of investits, the assessment of the recoverability of gdbdiae assessment of useful lives and
recoverability of long-lived assets, the assessmeahrecognized tax benefits and the valuationraedgnition of stock-based compensation
expense, among others. Actual results experiengéldebCompany may differ from management’s estisiate

Cash and Cash Equivalents

The Company considers all highly liquid investmgmischased with an original or remaining maturityhwee months or less at the date of
purchase to be cash equivalents. Cash and casratmis are maintained with various financial itngtons.

Financial Instruments

Investments consist primarily of municipal bonds aotes, corporate bonds and notes, treasury amtagotes and bills, commercial paper,
certificates of deposit, and money market fundgestiments with remaining maturities from originatghase date of three months or less are
considered to be cash equivalents. Investmentsreittaining maturities from original purchase dateater than three months are generally
classified as available-for-sale for use, if regdijrin current operations, and are classified ag-4@rm investments. Investments determined tc
lack an active market for a period greater
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than 12 months are classified as long-term investsndhe Company’s cash equivalents and shortirerestments are classified as available-
for-sale. Unrealized gains and losses on securitetsof tax, are recorded in accumulated otherprehensive income and reported as a
separate component of stockholders’ equity. The i2om evaluates the investments periodically fosjiide other-than-temporary impairment
and reviews factors such as the length of timeexteint to which fair value has been below costdydise financial condition of the issuer, the
Company’s intent to hold and whether the Comparlynet be required to sell the security beforeaitgicipated 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 spadéntification 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 @@npany to significant concentrations of credik ksnsist principally of cash equivalents,
short-term investments and accounts receivable Cidmepany follows a corporate investment policy watsets credit, maturity and
concentration limits and regularly monitors the pasition, market risk and maturities of these itwvesnts. 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 extendéten deemed necessary but generally requires taterall.

At December 31, 2014, the Company had two custompresenting 60% and 11% of aggregate gross temdévables. At December 31,
2013, the Company had two customers representitigad8l 15% of aggregate gross trade receivables.

The following table sets forth revenues generatehfcustomers which comprise 10% or more of ta@aénues for the periods indicated:

Years Ended
December 31,

2014 2013 2012
Powertech Technology Inc. 34% * 0% 11%
Samsung Electronics, Co. Ltd. 24% 11% 10%
SK hynix Inc. 11% 26% *%%

Sony Corporation *0% 18% *0%

Micron Technology, Inc. *0% *0% 15%
Spansion Inc. *0% *0% 12%

* denotes less than 10% of total revenues.

Goodwill and identified intangible assets

Goodwill. Goodwill is recorded as the difference, if angtvireen the aggregate consideration paid for anisiiqn and the fair value of the r
tangible and identified intangible assets acquineder a business combination. The Company revimpairment of goodwill annually in the
third quarter. The Company first assesses quaidsictors to determine whether it is more-likdtg-not that the fair value of a reporting unit
is less than its carrying amount as a basis fardehing whether it is necessary to perform the-stap goodwill impairment test. If the
Company concludes it is more-likely-than-not the fair value of a reporting unit exceeds its dagyamount, it need not perform the tstep
impairment test.

If based on the qualitative assessment, the Comipaligves it is more-likely-than-not that the fa&ue of its reporting units is less than its
carrying value, a twatep goodwill impairment test is required to bef@ened. The first step requires the Company to cr@phe fair value ¢
each reporting unit to its carrying value includadtpcated goodwill. The Company determines thevalue of its reporting units using an
equal weighting of the results derived from an mecapproach and a market approach. The income agpr® 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 methodachtis based on revenue multiples from
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comparable companies in similar lines of businégke carrying value of a reporting unit exceels 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 rejpgy unit with the carrying value of the
reporting unit. An impairment charge is recognifadthe excess of the carrying value of the repgrtinit over its implied fair value.
Determining the fair value of a reporting unit isoective in nature and requires the use of sigaiift estimates and assumptions, including
revenue growth rates and operating margins, didaates and future market conditions, among others.

Identified intangible asse. Identified intangible assets consist of acquatknts, existing technology, trade names, assemimekforce and
non-compete agreements resulting from business ioatintns, and acquired patents under asset purelggeements. The Company’s
identified intangible assets are amortized onaigtit-line basis over their estimated useful livasging from 4 to 15 years . The Company
makes judgments about the recoverability of puretidmite-lived intangible assets whenever factd @incumstances 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 associatedthétihelated asset or group of assets
over their remaining lives against their respecti@eying amounts. Impairments, if any, are basethe excess of the carrying amount ovel
fair value of those assets. If the useful lifehsrser than originally estimated, the Company waddelerate the rate of amortization and
amortize the remaining carrying value over the sbarter useful life.

For further discussion of goodwill and identifiedéngible assets, see “Note 8 — Goodwill and Ifiedtintangible Assets.”

Treasury stock

The Company accounts for stock repurchases usagast method. For reissuance of treasury stodketextent that the reissuance price is
more than the cost, the excess is recorded agerase to capital in excess of par value. If tiestance 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 zeemy remaining difference resulting from the s#léreasury stock below cost is recorded as a tegtuof
retained earnings.

Revenue recognition

The Company derives its revenue from royalty aocense fees. Revenues are recognized when thegesisagive evidence of an arrangement,
delivery has occurred, the fee is fixed or deteahia, and collectability of the resulting receivals reasonably assured. Determining whether
and when these criteria have been satisfied regjthieeCompany to make assumptions and judgmenthwbuld have a significant impact on
the timing and amount of revenues it reports.

Royalty revenues are generated from a licenseatkiption or shipment of licensed products incorfingethe Companyg intellectual property
technologies or software. Running royalties arenprily based on unit volumes shipped. Licenseegrmgdly report shipment information
within 30 to 60 days following the end of the geart-rom time to time the Company also enterslinemse agreements that provide for fixed
license fees or royalty payments. When there isefiable basis on which the Company can estimateitalty revenues prior to obtaining th
reports from the licensees, the Company recogm@esty revenues on a one-quarter lag. Royaltymaeealso includes payments resulting
from periodic compliance audits of licensees, at gfaa settlement of a patent infringement dispatgudgments of license dispute.

License revenues are generated from license agrasfiog certain rights to the Company’s intelle¢ipi@perty technologies. The Company
also derives revenue from software licenses faitalignd video photography image enhancement tdogpoln some instances, the Company
may enter into license agreements that involveiplalelement arrangements to also include techryai@nsfer, design, technical service and
unspecified support. For technology and softwarenses, revenue is recognized upon delivery orgira@ht-line basis over the period in
which the unspecified support or service is perfim

The Company provides payment terms to licenseesdhgson their financial strength, credit worthinasd the Company'’s collection
experience with the licensee. If the Company presidxtended payment terms, revenue is deferreldpaytinent is due.

Indemnification

The Company provides indemnification of varying@edo certain customers against claims of intall@gbroperty infringement made by third
parties arising from the use of the Company’s tetdgies. In accordance with authoritative guidaficeaccounting for guarantees, the
Company evaluates estimated losses for such indieation. The Company considers such factors asl¢iggee of probability of an
unfavorable outcome and the ability to make a nealsie estimate of
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the amount of loss. To date, no such claims haee fiked against the Company and, as a resultighility has been recorded in the
Company’s financial statements.

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, orswserving at the Company’s request in such capaldiie maximum potential amount of future
payments the Company could be required to makeruhdse indemnification agreements is unlimitedyéner, 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 costs

Research, development and other related costsstgmsnarily of compensation and related costgpfmsonnel, as well as costs related to
patent applications and examinations, product 'learmns" and reverse engineering, materials, suppliel equipment depreciation. Research
and development is conducted primarily in-housetangets development of chip-scale and multi-clapkaging, circuitry design, 3D
architectures, wafer-level packaging technologyaaded substrates, and image enhancement technélbggsearch, development and other
related costs are expensed as incurred.

Stock-based compensation expense

The Company accounts for stock-based compensatjmnse in accordance with the authoritative guidamcshare-based payment. Under th
provisions of the guidance, stock-based compensatipense is measured at the grant date basee €airtivalue of the option using a Black-
Scholes option pricing model and is recognizedxag®ese on a straight-line basis over the requsgiteice period, which is generally the
vesting period. The fair value of the Company'sktawards for non-employees was estimated bas#ukediair market value on each vesting
date, accounted for under the variable-accountiathod.

The authoritative guidance also requires that the@any measure and recognize stock-based compansapense upon modification of the
term of stock award. The stock-based compensatipaerese for such modification is the sum of any umidized expense of the award before
modification and the modification expense. The rfiodiion expense is the incremental amount of #ievialue of the award before the
modification and the fair value of the award aftex 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, and the psting option forfeiture rate. The Company estimalte expected life of options granted base
on historical exercise patterns, which are beligeee representative of future behavior. The Camgpsstimates 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 estimatethdsg estimates involve inherent uncertaintiesth@a@pplication of management judgment.
As a result, if factors change and the Company dfsent assumptions, its stotleased compensation expense could be materiallgrdiff in
the future. In addition, the Company is require@stimate 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 dw#rat are granted, exercised and
cancelled. If the actual forfeiture rate is matéyridifferent from the estimate, stodkased compensation expense could be significaiftgrent
from what was recorded in the current period. Sete N1 —'Stock-based Compensation Expensa” additional detail.

I ncome taxes

The Company must make certain estimates and judgnredetermining income tax expense for finanstatement purposes. These estimate:
and judgments occur in the calculation of tax deedax benefits, tax deductions, and in the catauh of certain deferred taxes and tax
liabilities. Significant changes to these estima@y result in an increase or decrease to the Coyfgptax provision in a subsequent period.

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 tax liability invels dealing with uncertainties in the applicatiorrafplex tax laws and regulations and in
determining the liability for tax positions, if antpken on the Company’s tax returns in accordatteauthoritative guidance on accounting
for uncertainty in income taxes. Deferred incomesaare determined based on the differences betihedimancial reporting and tax basis of
assets and liabilities. The Company must assediéti@ood that it will be able to recover the Cpamy’s deferred tax assets. If recovery is nc
likely on a more-likely-than-not basis, the
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Company must increase its provision for income géxerecording a valuation allowance against tHerded tax assets that it estimates will
ultimately be recoverable. However, should thera lshange in the Company’s ability to recover é@feded tax assets, the provision for
income taxes would fluctuate in the period of solshnge. See Note 12'kacome 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 financial statemefits these matters when a loss is known or consitierebable and the amount can be reasonab
estimated. Management reviews these estimatesmasaounting period as additional information ees known and adjusts the loss
provision when appropriate. If the loss is not @dolle or cannot be reasonably estimated, a lialidityot recorded in the consolidated financial
statements. If a loss is probable but the amoulttssf cannot be reasonably estimated, the Compaalpskes the loss contingency and an
estimate of possible loss or range of loss (urdash an estimate cannot be made). The Companyndbescognize gain contingencies until
they are realized. Legal costs incurred in conpeatiith loss contingencies are expensed as incudeel Note 13 —Commitments and
Contingencies” for further information regarding the Companpsnding litigation.

Property and equipment
Property and equipment are recorded at cost aneciafed using the straight-line method over testimated useful lives. The depreciable
lives range from one to five years.

NOTE 3 — RECENT ACCOUNTING PRONOUNCEMENTS

Recently Adopted Accounting Pronouncements

In April 2014, the FASB issued ASU 2014-08, "Preadinon of Financial Statements (Topic 205) and Brtyp Plant, and Equipment (Topic
360): Reporting Discontinued Operations and Disgles of Disposals of Components of an Entity." AB14-08 changes the criteria for
reporting a discontinued operation. Under the nemmpuncement, a disposal of a part of an orgawizdtiat has a major effect on its operat
and financial results is a discontinued operafidre Company is required to adopt ASU 2014-08 pratsyedy for all disposals or components
of its business classified as held for sale dufiscal periods beginning after December 15, 20T% adoption of this ASU did not have a
material impact on the Company's financial stateémen

Recent Accounting Pronouncements

In June 2014, the FASB issued ASU No. 2014-12, Antiag for Share-Based Payments When the Terms éfxaard Provide That a
Performance Target Could Be Achieved after the @guService Period (“ASU 2014-12"). The amendmentASU 2014-12 require that a
performance target that affects vesting and thaldche achieved after the requisite service pebiotreated as a performance condition. A
reporting entity should apply existing guidancéotounting Standards Codification Topic No. 718pfpensation - Stock

Compensation” (*“ASC 718"), as it relates to awandth performance conditions that affect vestingbcount for such awards. The
amendments in ASU 2014-12 are effective for anpeabds and interim periods within those annuaiqosrbeginning after December 15,
2015. Entities may apply the amendments in ASU 2If &ither: (a) prospectively to all awards grargedhodified after the effective date; or
(b) retrospectively to all awards with performataeyets that are outstanding as of the beginnirtetarliest annual period presented in the
financial statements and to all new or modified mlsahereafter. The adoption of ASU 2014-12 isengiected to have a material effect on the
Company’s consolidated financial statements orloliszes.

In May 2014, the FASB issued ASU No. 2014-09, "Rexefrom Contracts with Customers" (“ASU 2014-0%jich provides guidance for
revenue recognition. ASU 2014-09 affects any erthitit either enters into contracts with customensansfer goods or services or enters into
contracts for the transfer of nonfinancial assatssupersedes the revenue recognition requirerremtgic 605, “Revenue Recognition,” and
most industry-specific guidance. This ASU also sspdes some cost guidance included in Subtopic3605Revenue Recognition-
Construction-Type and Production-Type ContractsSUA2014-09's core principle is that a company véttognize revenue when it transfers
promised goods or services to customers in an antbanreflects the consideration to which a conypexpects to be entitled in exchange for
those goods or services. In doing so, companideéd to use more judgment and make more estitfeiasunder today’s guidance,
including identifying performance obligations irethontract, estimating the amount of variable agrsition to include in the transaction price
and allocating the transaction price to each sépg@erformance obligation. ASU 2014-09 is effecfimethe Company beginning January 1,
2017 and, at that time, the Company may adoptélmestandard under the full retrospective approachemodified retrospective approach.
Early adoption is not permitted. The Company isentty evaluating the
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method and impact the adoption of ASU 2014-09 aNe on the Company’s consolidated financial stategmand disclosures.
NOTE 4 — COMPOSITION OF CERTAIN FINANCIAL STATEMENT CAPTIONS

Other current assets consisted of the followinghousands):

December 31, 2014 December 31, 2013

Prepaid income taxes $ 12,84. $ 14,81"
Interest receivable 2,13¢ 2,311
Other 2,14: 5,37:

$ 17,12. % 22,50:

Accrued liabilities consisted of the following (inousands):

December 31, 2013

December 31, 2014 1) (2)
Employee compensation and benefits $ 10,73 % 7,46(
Purchase obligations — 9,80(
Other 2,55( 6,27¢
$ 13,28 % 23,53t

(1) Accrued liabilities at December 31, 2013 relgtio the Company's operations in Charlotte, NG@dholina and Zhuhai, China are include
current liabilities of discontinued operations. S&se 6 — "Discontinued Operationg for additional details.

(2) Purchase obligations are related to invento equipment. See Note 15Restructuring, Impairment of Long-lived Assets @tter
Charges and Gain on Sale of Paterfts" additional details.

Accumulated other comprehensive income (loss) stediof the following (in thousands):

December 31, 2014 December 31, 2013
Unrealized gain (loss) on available-for-sale seimsinet of tax $ (339 ¢ 13¢
$ (339 $ 132

NOTE 5 — FINANCIAL INSTRUMENTS
The following is a summary of marketable securitie®ecember 31, 2014 and December 31, 2013 (ustals):

December 31, 2014

Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Values
Available-for-sale securities
Corporate bonds and notes $ 282,27¢ $ 13 % (53¢ $ 281,75:
Municipal bonds and notes 37,20: 15 @ 37,21¢
Treasury and agency notes and bills 41,27 10 (13 41,26¢
Commercial paper 33,77 2 @ 33,77t
Money market funds 20,88: — — 20,88:
Total available-for-sale securities $ 415,40¢ $ 40 $ (559 $ 414,89!
Reported in:
Cash and cash equivalents $ 31,38:
Short-term investments 383,51
Total marketable securities $ 414,89
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December 31, 2013

Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Values
Available-for-sale securities
Corporate bonds and notes $ 131,37:  $ 7% (31) $ 131,41¢
Municipal bonds and notes 109,87 74 3 109,95(
Commercial paper 21,21¢ 4 (€N} 21,21¢
Treasury and agency notes and bills 28,03¢ 17 2 28,05:
Money market funds 13,19¢ — — 13,19¢
Total available-for-sale securities $ 303,70¢  $ 17C  $ @7 $ 303,83t
Reported in:
Cash and cash equivalents $ 17,97
Short-term investments 285,86!
Total marketable securities $ 303,83t

At December 31, 2014 and December 31, 2013, thep@oynhad $434.4 million and $359.6 milliprespectively, in cash, cash equivalents
short-term investments. The majority of these artmwere held in marketable securities, as shownabthe remaining balance of $19.5
million and $55.8 million at December 31, 2014 &etember 31, 2013, respectively, was cash helgénating accounts not included in the
tables above.

The gross realized gains and losses on sales é&ktahfe securities were not significant duringykars ended December 31, 2014 and 2013.

Unrealized losses (net of unrealized gains) of $@ilBon , net of tax, as of December 31, 2014, were reletedtemporary decrease in valut
the remaining available-for-sale securities andevekre primarily to changes in interest rates andketand credit conditions of the underlying
securities. Certain investments with a temporagfide in value are not considered to be other-ttlemmporarily impaired as of December 31,
2014 because the Company has the ability to helsetinvestments to allow for recovery, and doesntitipate having to sell these securities
with unrealized losses and continues to receivaést at the maximum contractual rate. For thesyeaded December 31, 2014 and 2013,
respectively, the Company did not record any impaint charges related to its marketable securities.

The following table summarizes the fair value anasg unrealized losses related to individual aléetor-sale securities at December 31,
2014 and 2013, which have been in a continuousalireel loss position, aggregated by investmentgoaieand length of time (in thousands):

December 31, 2014 Less Than 12 Months 12 Months or More Total
Gross Gross Gross
Unrealized Fair Unrealized Unrealized
Fair Value Losses Value Losses Fair Value Losses
Corporate bonds and notes $ 240,16' $ (535 $ 545 % (3 $ 24561t % (53¢)
Municipal bonds and notes 1,061 D — — 1,061 Q)
Commercial paper 9,48: D — — 9,48: @
Treasury and agency notes and bills 16,24¢ (13 — — 16,24* (13
Total $ 266,95. $ (550 $ 545: $ B $ 272,40t $ (559
December 31, 2013 Less Than 12 Months 12 Months or More Total
Gross Gross Gross
Unrealized Fair Unrealized Unrealized
Fair Value Losses Value Losses Fair Value Losses
Corporate bonds and notes $ 9,151 $ (31) $ — 3 — 9,151 $ (32)
Municipal bonds and notes 5,49¢ 3 — — 5,49¢ ©)]
Commercial paper 66,37¢ (2) — — 66,37¢ @
Total $ 81,02t $ (35 $ — ¢ — 81,02 $ (35

F- 13




Table of Contents

The estimated fair value of marketable securitiesdntractual maturity at December 31, 2014 is shbelow (in thousands). Actual maturit
may differ from contractual maturities becauseeéssunay have the right to call or prepay obligatiafthout call or prepayment penalties.

Estimated

Fair Value
Due in one year or less $ 252,11(
Due in one to two years 149,78
Due in two to three years 12,99¢
Total $ 414,89!

NOTE 6 — DISCONTINUED OPERATIONS

The following are included in the Company's disocantd operations:

* In 2012, the Company completed an acquisitioceofain assets of Vista Point Technologies, frdextfonics International Ltd. (the
“Zhuhai Transaction”). At the time of the acquigiti the Company intended to use the acquired aasdteelated manufacturing
business to accelerate its strategy of buildingXtigitalOptics business into a manufacturer ancoBapof camera modules in the
mobile phone market. In the first quarter of 20thg, Company determined the DigitalOptics business t be restructured and
announced its plans to close its leased manufagtdiacility in Zhuhai, China (the "Zhuhai Facilijy'By closing the Zhuhai Facility,
the Company strategy was to no longer supply thelevbamera module. The primary focus was develofiiagnems|cam actuator,
the imaging software and user applications, andufi@turing and supplying only the lens barrel. Agsult of this restructuring,
certain assets acquired in the transaction wersidered impaired or written off entirely, and otlassets were either sold or
transferred to the mems|cam manufacturing opeatiomaiwan.

* In 2013, the Company continued to restructie®igitalOptics business through the sale of itsmghOptics business based in
Charlotte, North Carolina. Originally purchase®B06, this business focused on diffractive optaaments, refractive optical
elements, and integrated micro-optic sub-assemfltes Company determined these offerings were ngdopart of its long-term
strategy for the DigitalOptics business. As a resul August 9, 2013, the Company sold all of #lated assets of the Micro-Optics
business, except the land and building, to a binyekchange for $14.9 million in cash which reslite a disposal gain of $8.7
million , and is included in the net loss from discontinapdrations. The land and building assets werasifiled as assets held for s
until they were sold in August 2014.

* OnJanuary 16, 2014, the Company announcedractsing of its DigitalOptics segment to ceade@inaining manufacturing
operations resulting in the impairment chargegedl#o the Company's long-lived assets. For the geded December 31, 2013, the
Company incurred cumulative charges, which incloaletinuing and discontinued operations in tota$®® million in severance and
$70.9 million in impairment of long-lived assetdasther charges.

* InJanuary 2014, the Company announced the ttesgd all mems|cam manufacturing operations. &g pf these efforts, the
Company is no longer operating facilities in Ar@gdCalifornia, Rochester, New York and in Taiwad dapan. As a result of these
actions, certain assets were impaired or wereemrivff entirely and restructuring and other changese taken in 2013. All material
assets of these operations were sold or licensadhiod party in December 2014 generating a ga#iré6 millionwhich is included ir
discontinued operations,

For more information regarding these actions, set 18 - "Goodwill and Identified Intangible Assetfid Note 15 "Restructuring,
Impairment of Lon-Lived Assets and Other Charges and Gain on SaRatents."

The businesses discussed above are consideredtitisenl operations, and accordingly, the Compasyréported the results of operations
financial position of these businesses in discagthoperations within all statements of operatjmesented and the current balance sheet.

The results from discontinued operations were Bgvis (in thousands):
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Years Ended December 31,

2014 2013 2012
Revenues:
Product and service revenues $ 32 $ 6,52¢ $ 24,26
Total revenues 32 6,524 24,26
Operating expenses:
Cost of revenues 21 12,27¢ 35,84:
Research, development and other related costs 6,19( 60,117 61,74:
Selling, general and administrative 6,254 11,83 14,437
Restructuring, impairment of long-lived assets atiter charges and gain on
sale of patents (3,179 (1) 72,280 (2 2,257
Impairment of goodwill — 6,54¢ (3 —
Total operating expenses 9,28 163,05« 114,28:
Other income and (expense), net 62¢ 572 204
Operating loss before taxes (8,626) (155,959 (89,810
Benefit from income taxes (4,1379) (12,319 (24,850)
Net loss from discontinued operations $ (4,489 $ (144,649 $ (64,960)

(1) As noted above, the Company has undergonefisant restructuring activities in 2014. The matpf restructuring, impairment and other
charges occurred during 2013. In 2014, the compaltyassets and the proceeds are netted agairsisg

(2) As noted above, the Company has undergoneiosting activities in 2013. The majority of restturing, impairment and other charges
occurred during 2013. In 2013, the Company incufi4€s.0 million in the impairment of fixed assetsigthprimarily consisted of
manufacturing equipment used in both the ZhuhaiTaidian facilities, $16.6 million in the impairmeuottintangible assets which included
the Eyesquad and Siimpel portfolios and $4.7 nrilldd severance costs due to the related redudticiosce.

(3) See Note 8 “Goodwill and Identified Intangible Assets."

The current assets and current liabilities of didicmed operations were as follows (in thousands):

December 31, December 31,

2014 2013
Accounts receivable and other assets, net $ 39C $ 29
Property and equipment, net (1) — 7,00C
Total assets of discontinued operations $ 39C $ 7,02¢
Accrued liabilities (2) $ 2,87: $ 407
Total liabilities of discontinued operations $ 2,870 $ 407

(1) The decrease in the December 31, 2014 balaoosethe December 31, 2013 balance results fronsaleof land and building assets in
August 2014. These assets originally belongedaedmpany's DigitalOptics operations in Charldite;. but were not part of the sale of
this business in 2013.

(2) The increase in the December 31, 2014 balangesthe December 31, 2013 balances is relatedet@aéssation of all mems|cam
manufacturing operations with the liabilities obsie operations being included in discontinued dfmerasince 2014, whereas they were
included in continuing operations as of December2B13. At December 31, 2014, this amount is prilmaelated to lease obligations and
employee severance which are expected to be setttash in the first half of 2015.
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NOTE 7 — FAIR VALUE

The Company follows the authoritative guidance ¥aiue measurement and the fair value option farfcial assets and financial liabilities.
Fair value is defined as the exchange price thatidvioe received for an asset or paid to transfexbdity, or an exit price, in the principal or
most advantageous market for the asset or lialilign orderly transaction between market participan the measurement date. The
established fair value hierarchy requires an emditjmaximize the use of observable inputs and m@rthe use of unobservable inputs when
measuring fair value. There are three levels ofifgphat may be used to measure fair value:

Level 1 Quoted prices in active markets for identical asset
Level 2 Observable market-based inputs or unobservablddripat are corroborated by market data.
Level 3 Unobservable inputs that are supported by littla@mmarket activity and that are significant to thie value of the assets. Level

3 assets and liabilities include financial instrumsewhose value is determined using pricing modi$sounted cash flow
methodologies, or similar techniques, as well ariimments for which the determination of fair vatequires significant

management judgment or estimation.

When applying fair value principles in the valuatiof assets, we are required to maximize the usgated market prices and minimize the
of unobservable inputs. We calculate the fair vaiieur Level 1 and Level 2 instruments based enetkchange traded price of similar or
identical instruments, where available, or basedtber observable inputs. There were no signifitamtsfers into or out of Level 1 or Level 2

that occurred between December 31, 2014 and Dece3itb2013.

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, 2014 (in thougands

Quoted
Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
Assets
Marketable Securities
Money market funds (1) $ 20,88 $ 20,88: $ —  $ —
Corporate bonds and notes (2) 281,75: — 281,75: —
Municipal bonds and notes (2) 37,21¢ — 37,21t —
Treasury and agency notes and bills (2) 41,26¢ — 41,26¢ —
Commercial paper (3) 33,77¢ — 33,77¢ —
Total Assets $ 414,89' $ 20,88: $ 394,010 $ —

The following footnotes indicate where the notexins were recorded in the Consolidated Balance Sih@&@scember 31, 2014;

(1) Reported as cash and cash equival
(2) Reported as shomrm investment
(3) Reported as either cash and cash equivalestsootierm investment

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, 2013 (in thougands
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Quoted
Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
Assets
Marketable Securities
Money market funds (1) $ 13,19¢ 13,19¢ $ — —
Corporate bonds and notes (2) 131,41¢ — 131,41¢ —
Municipal bonds and notes (2) 109,95( — 109,95( —
Treasury and agency notes and bills (2) 28,05 — 28,05 —
Commercial paper (3) 21,21¢ — 21,21¢ —
Total Assets $ 303,83 $ 13,19¢ % 290,64( $ —
The following footnotes indicate where the notexsinis were recorded in the Consolidated Balance Shé&scember 31, 2013 :
(1) Reported as cash and cash equival
(2) Reported as shomrm investment
(3) Reported as either cash and cash equivalestsootierm investment
Nor-Recurring Fair Value Measurements
The following table represents the activity in leSessets (in thousands):
Assets included in
discontinued
operations and held
Assets held for sale for sale Other
Balance at December 31, 2012 $ — ¢ — $ —
Assets transferred 9,581 19,91° —
Assets sold (6,200 (3,97¢) —
Assets written-off (3,38)) (6,219 —
Balance at December 31, 2013 $ — 3 9,72 (1) $ —
Assets transferred — 1,39¢ —
Assets sold — (11,119 (2 —
Assets received — — 4,280 (3)
Balance at December 31, 2014 $ — $ — $ 4,28(

(1) Comprised of assets remaining after the satheoMicro-Optics business located in Charlotterthi@€arolina, which was completed in
August 2013 and as a result of the cessation oftimpany's mems|cam manufacturing activities. Sste Bl - "Discontinued Operationsfor
more information. These assets are carried at masdtge as determined by specific third party qaote

(2) The assets in footnote 1 above were sold id2@bmbined these assets sold for $17.1 millionrasdlted in a gain of $5.8 million .
(3) This amount represents the value of the patbatsvere received as part of licensing settlesaith customers. These assets were valuec

using a methodology based on an arms-length pugqgtvécse of bulk patent assets, with adjustmentedbas limited pick rights, the total
available market, and remaining average patent life

NOTE 8 — GOODWILL AND IDENTIFIED INTANGIBLE ASSETS
In March 2013, the Company revised its businesgesiy for the DigitalOptics business to concentitatenanufacturing efforts on the lens
barrel, rather than the whole camera module. Tehissed strategy made the Zhuhai Facility unnecgs3ae Company announced the closure

of the Zhuhai Facility in March 2013. This decisiniggered an impairment review of
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the related goodwill and purchased intangible asget a result of the Company's impairment assassrm@mpleted in the first quarter of 20
the Company recorded an impairment charge to gdbdi#6.7 million .

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

December 31, 2014 December 31, 2013
Average
Life Gross Accumulated Gross Accumulated

(Years) Assets Amortization Net Assets Amortization Net
Acquired patents / core
technology (1) 3-15 $ 132,15 $  (62,05) $ 70,100 $ 121,96 $  (4555) $ 76,41
Existing technology (2) 5-10 18,70( (17,939 76¢€ 18,70( (16,939 1,761
Customer contracts (3) 3-9 8,60( (6,56¢) 2,031 8,60( (5,619 2,98¢
Trade name (4) 4-10 52C (49¢) 22 52C (47¢€) 44

$ 15997 $ (87,05) $ 7292 $ 14978 $  (6858) $  81,20:

(1) In the first quarter of 2013, the Company relear a $0.4 million impairment charge, which waduded in the net loss from continuing
operations due to abandonment of acquired patedta@impairment of $0.9 million relating to pateatquired in the Zhuhai Transaction,
which impairment was included in the loss from diginued operations. In addition, the Company £dld million (representing net book
value) of patents relating to the Charlotte, N&@#rolina asset sale in the third quarter of 20d3hé fourth quarter of 2013, the Company
recorded $5.2 millioin impairment charges, which was included in thelogs from continuing operations, relating to péethat were pa
of the DigitalOptics business. In 2014, $5.9 millio patents were purchased and $4.3 million iematwere received through license
settlements with customers.

(2) In the first quarter of 2013, the Company imedran $8.3 milliortharge, which was included in the net loss fronticoing operations, du
to the abandonment of existing technology whictsedua revision of the useful life estimate of thiesfinology assets thus fully impairing
them. In the fourth quarter of 2013, the Compampréed $1.8 million of impairment charges relatiogatents that were part of the
DigitalOptics patent group.

(3) In the first quarter of 2013, the Company imedra $0.7 million impairment charge, which waduded in the loss from discontinued
operations, relating to the customer contract®i@fzhuhai Facility.

(4) In the third quarter of 2013, the Company rdedra $0.9 million impairment charge, which waduded in the loss from discontinued
operations, relating to the trade name intangibfeke Charlotte, North Carolina operation.

Amortization expense for the years ended Decembg2@®L4, 2013, and 2012 amounted to $18.5 milli®22.3 million and $25.1 million ,
respectively. As of December 31, 2014, the estithture amortization expense of intangible asisets follows (in thousands):

2015 $ 18,26:
2016 17,41
2017 15,13¢
2018 13,39(
2019 5,33¢
Thereafter 3,38

$ 72,92t

NOTE 9 — NET INCOME (LOSS) PER SHARE

The Company has a share-based compensation planwhith employees may be granted share-based sivenldding shares of restricted
stock and restricted stock units ("RSUs"). Non-<€igble dividends are paid on unvested sharesstrigted stock. No dividends are accrued ol
paid on unvested RSUs. As such, shares of restrittek are considered participating securitieseutite two-class method of calculating
earnings per share. The two-class method of caingla
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earnings per share did not have a material impath® Company’s earnings per share calculatiorf Beoember 31, 2014, 2013 and 2012.

The following table sets forth the computation asiz and diluted shares (in thousands):

Years Ended December 31,

2014 2013 2012

Weighted average common shares outstanding 52,89¢ 53,43 52,01(

Unvested common shares subject to repurchase (79 (85) (33
Total common shares-basic 52,81¢ 53,34¢ 51,97%
Effect of dilutive securities:

Stock awards 34¢€ — 8C

Restricted stock awards and units 39¢ — 192
Total common shares-diluted 53,56! 53,34¢ 52,25(

Basic net income (loss) per share is computed ubmgveighted average number of common sharesaodisg during the period, excluding
any unvested restricted stock awards that are sulgjeepurchase. Diluted net income (loss) perestsacomputed using the treasury stock
method to calculate the weighted average numbeomimon shares and, if dilutive, potential commoareh outstanding during the period.
Potential dilutive common shares include unvesgstricted stock awards and units and incrementahoon shares issuable upon the exercise
of stock options, less shares from assumed proc&bdsassumed proceeds calculation includes agtoakeds to be received from the
employee upon exercise, the average unrecogniaekl sbompensation cost during the period and anypésefits that will be credited upon
exercise to additional paid-in capital.

For the years ended December 31, 2014, 2013 arligQte calculation of net loss per share, 1.3ionil, 2.8 million and 6.5 million shares,
respectively, subject to stock options and regtdatock awards and units were excluded from thepatation of diluted net loss per share as
they were anti-dilutive.

NOTE 10 — STOCKHOLDERS'’ EQUITY
Stock Repurchase Programs

In August 2007, the Company’s Board of Directoth€‘Board”) authorized a plan to repurchase uprt@gimum total of $100.0 millioof the
Company’s outstanding shares of common stock degrermh market conditions, share price and othéofacin November 2013, the Board
increased the amount authorized to be used forchpses to $150.0 millionin October 2014, the Board increased the amauthbaized to bs
used for repurchases to $250.0 million . As of Delner 31, 2014, the Company had repurchased aofoapiproximately 4,901,000 shares of
common stock, since inception of the plan, at aaraye price of $21.39 per share for a total co$t6%.9 million . As of December 31, 2013,
the Company had repurchased a total of approximnat&k5,000 shares of common stock, since inceptidhe plan, at an average price of
$18.32 per share for a total cost of $39.3 millidine shares repurchased are recorded as treésokyasid are accounted for under the cost
method. No expiration date has been specifiedhisrplan. As of December 31, 2014, the total amewatlable for repurchase was $145.1
million . The Company plans to continue to exeauthorized repurchases from time to time undeptae.

Stock Option Plans

The 2003 Plan

In February 2003, the Board adopted and the Conipatyckholders approved the 2003 Equity Incenfilan (“2003 Plan”). Under the 2003
Plan, incentive stock options may be granted tddbmpany’s employees at an exercise price of rotlen 100% of the fair value on the date
of grant, and non-statutory stock options may laatgd to the Company’s employees, non-employeetdieand consultants at an exercise
price of no less than 85% of the fair value. Inhbcdses, when the optionees own stock represamting than 10% of the voting power of all
classes of stock of the Company, the exercise gtia# be no less than 110% of the fair value @endiéite of grant. Options, restricted stock
awards, and restricted stock units granted
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under this plan generally have a term of ten y&ara the date of grant and vest over a four -yeaiog. Restricted stock, performance awards
dividend equivalents, deferred stock, stock paysantl stock appreciation rights may also be grame@r the 2003 Plan either alone, in
addition to, or in tandem with any options granteereunder. Restricted stock awards and unitsufiredlue awards that reduce the number of
shares reserved for grant under this plan by odean-half shares for each share granted. Thengestiteria for restricted stock awards and
units is generally the passage of time or meetartan performance-based objectives, and contiengaloyment through the vesting period
generally over four years. As of December 31, 2@idre were approximately 4.8 million shares reseéifor future grant under this plan.

A summary of the stock option activity is presenetbw (in thousands, except per share amounts):

Options Outstanding

Weighted Weighted
Average Average
Number of Exercise Remaining
Shares Subject to Price Per Contractual Life ~ Aggregate Intrinsic
Options Share (in years) Value
Balance at December 31, 2011 6,81¢ $20.16
Options granted 2,36¢ $15.14
Options exercised (167) $14.18
Options canceled / forfeited / expired (1,919 $23.22
Balance at December 31, 2012 7,09¢ $17.80
Options granted 1,20¢ $19.00
Options exercised (2,03)) $16.51
Options canceled / forfeited / expired (2,359 $18.59
Balance at December 31, 2013 3,917 $18.37
Options granted 22C $22.29
Options exercised (1,799 $18.13
Options canceled / forfeited / expired (7249) $18.00
Balance at December 31, 2014 1,61¢ $19.34 7.76 $ 26,63¢
Vested and expected to vest at December 31, 2014 1,41¢ 7.62 $ 23,43:
Exercisable at December 31, 2014 55¢ 6.26 $ 8,78t

The following table summarizes information abowic&toptions outstanding and exercisable underfaleCompany’s plans at December 31,
2014:

Options Outstanding Options Exercisable
Weighted
Average Weighted Weighted
Number Remaining Average Number Average
Range of Exercise Outstanding Contractual Exercise Price Exercisable Exercise Price
Prices per Share (in thousands) Life (in years) per Share (in thousands) per Share
$12.52 - $14.91 251 7.17 $ 13.9i 98 % 13.6¢
$15.35 - $17.55 204 737 $ 16.9¢ 65 % 16.8¢
$17.74 - $18.74 34 7.20 $ 18.2¢ 14 % 18.5¢
$18.84 - $18.84 43¢ 8.94 % 18.8¢ 11C $ 18.8¢
$18.89 - $20.35 221 7.85 $ 19.3¢ 108 $ 19.3¢
$20.43 - $20.43 191 8.78 $ 20.4: 34 % 20.4:
$20.63 - $26.16 182 6.73 $ 23.5i 77 % 25.0¢
$26.34 - $44.27 95 475 $ 33.1: 56 % 35.1:
$12.52 - $44.27 1,61¢ 7.76 $ 19.3¢ 55¢ ¢ 20.22

Restricted Stock Awards and Ur
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Information with respect to outstanding restricséock awards and units as of December 31, 2014l fsllaws (in thousands, except per share
amounts):

Restricted Stock and Restricted Stock Units
Number of Shares

Number of Shares Subject to Weighted Average
Subject to Time- Performance- Total Number Grant Date Fair
based Vesting based Vesting of Shares Value Per Share
Balance at December 31, 2011 73C 261 991 $ 17.6(C
Awards and units granted 367 13: 50C $ 16.4¢
Awards and units vested / earned (239 (30 (265 9 17.1¢
Awards and units canceled / forfeited (149 (24¢) (397) $ 19.0¢
Balance at December 31, 2012 71t 11€ 831 $ 16.3¢
Awards and units granted 59¢ 35¢ 954 % 19.2¢
Awards and units vested / earned (262) (27) (289 % 17.4¢
Awards and units canceled / forfeited (312) (99 (411) $ 16.77
Balance at December 31, 2013 737 34¢ 1,08 $ 18.4¢
Awards and units granted 222 30¢ 531 $ 22.41
Awards and units vested / earned (289) — (289 ¢ 18.8¢
Awards and units canceled / forfeited (16%) (29 (192) $ 17.91
Balance at December 31, 2014 50z 63¢ 113 g 20.3(

Performance Awards and Uni

Performance awards and units may be granted tooges or consultants based upon, among other ttimgsontributions, responsibilities
and other compensation of the particular employemosultant. The value and the vesting of sucfop@ance awards and units are generally
linked to one or more performance goals or otheciic performance goals determined by the Compamgach case on a specified date or
dates or over any period or periods determinedbeydompany, and range from zero to 100 percerteofjtant.

Employee Stock Purchase Plans

In August 2003, the Board adopted the 2003 Empl&teek Purchase Plan (the "ESPP"), which was ajgprby the Company’s stockholders
in September 2003 and became effective Febru&29@4. Subsequently, the Board adopted the IntematEmployee Stock Purchase Plan
(the “International ESPP”) in June 2008.

The ESPP has a series of consecutive, overlapgingadhth offering periods. The first offering pericdmmenced February 1, 2004, the
effective date of the ESPP, as determined by ttedof Directors.

Individuals who own less than 5% of the Companytng stock, are scheduled to work more than 20$par week and whose customary
employment is for more than five montihsany calendar year may join an offering periodtmnfirst day of the offering period or the bedimg
of any semi-annual purchase period within thatqekrindividuals who become eligible employees afterstart date of an offering period may
join the ESPP at the beginning of any subsequeni-annual purchase 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 Companytsremon stock under the ESPP may not accrue at anrateess of $25,000 of the fair
market value of such shares per calendar yeaaftr ealendar year of an offering period.

If the fair market value per share of the Compaigsimon stock on any purchase date is less thaaithmarket value per share on the start
date of the 24 -month offering period, then th&efig period will automatically terminate and awmn24 -month offering period will begin on
the next business day. All participants in the feated offering will be transferred to the new oiffig period.
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As of December 31, 2014, there were approximaté8;&3 shares reserved for grant under the ESPEharidternational ESPP, collectively.

Dividends

Stockholders of the Company’s common stock ardledtio receive dividends when declared by the Gomgs Board of Directors. The
Company began paying a $0.10 quarterly dividerttiénsecond quarter of 2012 and also paid speci@edids in 2013 and 2014. Dividends
declared were $0.92 , $0.70 and $0.30 per commare sh 2014, 2013 and 2012, respectively.

NOTE 11 — STOCK-BASED COMPENSATION EXPENSE
The effect of recording stock-based compensatigeese for the years ended December 31, 2014, 2@l3E 2 is as follows (in thousands):

Years Ended December 31,

2014 2013 2012
Cost of revenues $ 18 $ 5 $ 641
Research, development and other related costs 2,828 3,591 6,45¢
Selling, general and administrative 10,42¢ 9,86: 9,94(
Total stock-based compensation expense 13,26¢ 13,50: 17,03¢
Tax effect on stock-based compensation expense (1,96¢) — (5,14¢)
Net effect on net income (loss) $ 11,30 $ 13,50:  $ 11,88¢

Stock-based compensation expense categorized lmpsaquity components for the years ended DeceBhet014, 2013 and 2012 is
summarized in the table below (in thousands):

Years Ended December 31,

2014 2013 2012
Employee stock options $ 3,33¢ $ 7,81 % 10,33:
Restricted stock awards and units 9,327 4,317 4,792
Employee stock purchase plan 611 1,371 1,912
Total stock-based compensation expense $ 13,26¢ § 13,50:  $ 17,03¢

During the years ended December 31, 2014, 2012ah8, the Company granted 220,000 , 1,204,000 8&bD00 shares of stock options,
respectively. The 2014, 2013 and 2012 estimatedipae fair value of those grants was $5.71 , $&r8P$4.03 respectively, before estimat

forfeitures.

The total fair value of restricted stock awardstedsiuring the years ended December 31, 2014, 20d2012 was $5.5 million , $5.0 million
and $4.5 million , respectively.

The total intrinsic value of options exercised dgrithe years ended December 31, 2014, 2013 andv284 $13.3 million , $6.8 million and
$0.6 million , respectively. The intrinsic valuecalculated as the difference between the markaewan the date of exercise and the exercise

price of the shares.

As of December 31, 2014, the unrecognized stockédasmpensation balance after estimated forfeitwlased to unvested stock options was
$5.0 million to be recognized over an estimatedyivieid average amortization period of 2.6 years&mnd million related to restricted stock
awards and units, including performance-based anamnd units, to be recognized over an estimateghtedd average amortization period of
2.0 years . As of December 31, 2013, the unrecegrstock-based compensation balance after estirf@fedures related to unvested stock
options was $11.7 million to be recognized oveestimated weighted average amortization period®¥8ars and $15.8 million related to
restricted stock awards and units, including pentmce-based awards and units, to be recognizecaavestimated weighted average

amortization period of 2.3 years .

The Company uses the Black-Scholes option pricingehto determine the estimated fair value of aptiol'he fair value of each option grant
is determined on the date of grant and the expiemeeorded on a straight-line basis. The assumgtised
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in the model include expected life, volatility, kifree interest rate, and dividend yield. The Conysmdeterminations of these assumptions are
outlined below.

Expected life The expected life assumption is based on analysieedCompany’s historical employee exercise patieFfhe expected life
of options granted under the ESPP represents fteengf period of two years.

Volatility —Volatility is calculated using the historical vdlay of the Company’s common stock for a term dstent with the expected life.
Historical volatility of the Company’s common stoiskalso utilized for the ESPP.

Risk-free interest rate The riskfree interest rate assumption is based on theTWeasury rate for issues with remaining terms sintib the
expected life of the options.

Dividend yield -Expected dividend yield is calculated based on dagdends declared by the Board for the previaus fjuarters and
dividing that result by the average closing pri€¢he Company’s common stock for the quarter. Ghgldends are not paid on options,
restricted stock units or unvested restricted stavehrds.

In addition, the Company estimates forfeiture rafesfeitures are estimated at the time of gradtrawised in subsequent periods if actual
forfeitures differ from those estimates. Historidata is used to estimate pre-vesting option fanfes and record stock-based compensation
expense only for those awards that are expecteestio

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

Years Ended December 31,

2014 2013 2012
Expected life (in years) 4.9 5.0 3.7
Risk-free interest rate 1.6-1.8% 0.8-1.8% 0.5-0.8%
Dividend yield 3.4-4.1% 2.1-3.8% 2.2-2.8%
Expected volatility 37.3-41.4% 44.2 -59.5% 45.3 -66.4%

The following assumptions were used to value thEEShares:

Years Ended December 31,

2014 2013 2012
Expected life (years) 2.0 2.0 2.0
Risk-free interest rate 0.3-0.5% 0.3-0.4% 0.2 -0.6%
Dividend yield 3.4 -3.5% 2.3-3.8% 2.2-2.7%
Expected volatility 27.6 -30.6% 38.9 -40.6% 43.7 -79.7%

For the years ended December 31, 2014, 2013 ar®j a@laggregate of 137,000 , 288,000 and 292,000nom shares, respectively, were
purchased pursuant to the ESPP.

Modifications

From time to time, the Company enters into consgligreements with its departing employees. Sontleesk agreements may include
continued vesting of the departing employees’ stghlirds 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 $(0.3) millig$0 million , and $0.1 million for the years eddDecember 31, 2014, 2013 and 2012,
respectively.

NOTE 12 — INCOME TAXES

The components of total income (loss) before inctames from continuing operations are as followdlfousands):
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Years ended December 31,

2014 2013 2012
u.s. $ 155,75° $ (36,09 $ 22,25¢
Foreign 11,48¢ 31,04 32,56¢
Total income (loss) before income taxes from caritig operations $ 167,24t $ (5,049 $ 54,82:

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

Years ended December 31,

2014 2013 2012
Current:
U.S. federal $ (797) 9 (4,350 $ 17,60(
Foreign 31,82« 14,96° 7,83t
State and local 8 8 69
Total current 31,03t 10,62t 25,50¢
Deferred:
U.S. federal (38,737) 25,23t (6,719)
Foreign — — —
State and local — — 1,301
Total deferred (38,737 25,23¢ (5,419
Provision for (benefit from) income taxes $ (7,697) $ 35,86( $ 20,08¢

Deferred income taxes reflect the net tax effettemporary differences between the carrying amotfiassets and liabilities for financial
reporting purposes and the amounts for income tapgses.

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

December 31,

2014 2013

Deferred tax assets

Net operating loss carryforwards $ 15,05: $ 29,23t

Research tax credit 8,332 7,27:

Foreign tax credit 22,88t 19,94¢

Expenses not currently deductible 15,09¢ 17,68t

Basis difference in fixed and intangible assets 7,09( 18,46°
Gross deferred tax assets 68,45¢ 92,60¢
Valuation allowance (27,087 (91,130
Net deferred tax assets 41,36¢ 1,47¢
Deferred tax liabilities

Acquired intangible assets, foreign (27¢) (51¢)

Unremitted earnings of foreign subsidiaries (187) (520
Net deferred tax assets $ 40,90t $ 44C

At December 31, 2014 and 2013, the Company haduatien allowance of $27.1 million and $91.1 miliprespectively, related to federal,
state, and foreign tax attributes that the Compmiigves to be not realizable on a more-likely-thahbasis. The decrease of $64.0 million in
the valuation allowance in 2014 was due primandlyetderal tax attributes which the Company assere realizable. During the year 2014, a
valuation allowance was released against substigraibof the Company's federal deferred tax assstthe Company concluded such assets
were fully realizable. The need for a valuatiorathnce requires an assessment of both positiveegative evidence when determining
whether it is more likely than not that deferrexi &@sets are recoverable. Such assessment isegguira jurisdiction-by-jurisdiction basis. In
making such assessment, significant weight is gigezvidence that can be objectively verified. Aftensidering both negative and positive
evidence to assess the recoverability of the Copiparet deferred tax assets during the year 20&4Company
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determined that it was more likely than not the @any would realize the full value of federal deéertax assets given current certainties
regarding the timing of profits and forecasted fatprofitability. The Company will continue to mowr the likelihood that it will be able to
recover the deferred tax assets in the future. détisrmination includes objectively verifiable & evidence that outweighs potential
negative evidence.

A reconciliation of the statutory U.S. federal inoe tax rate to the Company’s effective tax rag@si$ollows:

Years Ended December 31,

2014 2013 2012
U.S. federal statutory rate 35.C% (35.0% 35.C%
State, net of federal benefit — 0.1 2.5
Stock-based compensation expense 0.3 4.C 0.€
Tax exempt interest — (2.6) 0.3
Research tax credit and other 0.3 (11.2) —
Foreign withholding tax 18.¢ 292t 14.1
Foreign losses not benefited — (32.9) (2.6)
Foreign tax rate differential (2.2 (7.4 (1.0
Foreign tax credit (17.9 — (11.9
Change in valuation allowance (38.7) 491.1 —
Others 0.4 11.F 0.2
Total (4.6% 710.2% 36.€%

As of December 31, 2014, the Company had no remmiig@deral net operating loss carryforwards and@pmately $156.3 million state net
operating loss carryforwards. A significant amoohthe state net operating loss carryforwards arged over from the acquired entities,
Digital Optics Corporation in 2006 and Siimpel Corgtion in 2010. These operating loss carryforwaifdsot utilized, will begin to expire on
various dates beginning in 2015, and will contitmexpire through 2033. In addition, the Company feesearch tax credit carryforwards of
approximately $3.3 million for federal purposes,ethwill start to expire in 2015, and will contint@ expire through 2034. The Company alsc
has research tax credit carryforwards of approxege5.8 million for state purposes and $1.3 millfor foreign purposes, which will never
expire. The Company has $22.9 million of foreiga ¢eedit carryforwards which will expire beginnimg2022, and will continue to expire
through 2024. Under the provisions of the InteRRevenue Code, substantial changes in the Compaits/subsidiaries’ ownership may limit
the amount of net operating loss and researchreditcarryforwards that can be utilized annuatiyhe future to offset taxable income.

The Company plans to permanently reinvest the uittesirearnings of its non-U.S. subsidiaries exéepthe Company's Israel and Japan
subsidiaries where the closure of these subsidiaiesminent following the Company's announcemerestructure its DigitalOptics business
and cease its MEMS manufacturing operations. Thagamy has accrued a deferred tax liability of $8ilion for the withholding taxes that
would arise on the distribution of the Israel andah subsidiaries' earnings.

As of December 31, 2014, unrecognized tax benafigoximated $2.7 million , (which is included ither long-term liabilities on the
Consolidated Balance Sheet), of which $1.1 millimuld affect the effective tax rate if recognizéa. of December 31, 2013, unrecognizec
benefits approximated $5.0 million , of which $&8lion would affect the effective tax rate if regruized. As of December 31, 2014, it is
reasonably possible that unrecognized tax bermefits decrease by $1.3 million to $1.5 million in tiext 12 months due to the expected lapse
of statute of limitation relating to federal taxdietions and research tax credit, foreign tax itiges and the closure of a foreign subsidiary.

The reconciliation of the Company's unrecognizedbnefits for the years ended December 31, 20043 2nd 2012 is as follows (in
thousands):

F- 25




Table of Contents

Years Ended December 31,

2014 2013 2012
Total unrecognized tax benefits at January 1 $ 5031 $ 4,831 $ 3,77(
Gross increases and decreases due to tax pogakersin prior periods (199 18 822
Gross increases and decreases due to tax pogaiersin the current period 15C 29C 23¢
Gross increases and decreases due to settlemémtsung authorities (2,029 (87 —
Gross increases and decreases due to lapses icaappbktatutes of limitations (231) (22) —
Total unrecognized tax benefits at December 31 $ 2,73¢ % 5031 $ 4,831

It is the Company's policy to classify accruedriest and penalties related to unrecognized taxfiterethe provision for income taxes. For
years ended December 31, 2014, 2013, and 201Zammpany recognized an insignificant amount of edéand penalties related
unrecognized tax benefits. For the years endedibleee31, 2014 and 2013, the Company accrued $0i6mand $0.6 million , respectively,
of interest and penalties related to unrecogniagdenefits.

At December 31, 2014, the CompaniZ008 through 2014 tax years were open and subj@citential examination in one or more jurisdios.

In addition, in the U.S., any net operating lossiesredits that were generated in prior years kilized in the open years may also be subject t
examination. The Company recently completed arrmateRevenue Service examination related to it824 2009 tax returns which resulted
in minimal changes to the statement of operatidhs. Company is currently under examination in @atfifa on its 2011 and 2012 tax returns.
We cannot estimate the financial outcome of théf@aia examination. The Company is not currenthgler foreign income tax examination.
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NOTE 13 — COMMITMENTS AND CONTINGENCIES
Lease and Purchase Commitments

The Company leases office and research facilitielscdfice equipment under operating leases whiglirexat various dates through 2020. The
amounts reflected in the table below are for thgreggate future minimum lease payments under nooetalle facility and equipment
operating leases. Under lease agreements thafrc@stzalating rent provisions, lease expense wded on a straight-line basis over the lease
term. Rent expense for the years ended Decemb@034, 2013 and 2012 amounted to $3.6 million 9 $3illion and $3.7 million ,
respectively.

As of December 31, 2014, future minimum lease paymare as follows (in thousands):

Lease
Obligations
2015 $ 2,81¢
2016 2,257
2017 2,30:
2018 2,34(
2019 2,15(C
Thereafter 1,80¢
$ 13,67:

Contingencies

At each reporting period, the Company evaluateshérer not a potential loss amount or a potendéiafe of loss is probable and reasonably
estimable under the provisions of the authoritafjuElance that addresses accounting for contingenthe Company is currently unable to
predict the final outcome of these lawsuits andefwee cannot determine the likelihood of loss estimate a range of possible loss. An ad\
decision in any of these proceedings could sigaifity harm the Company’s business and consolidaiadcial position, results of operations
or cash flows.

Litigation Matters

The Company and its subsidiaries are involvedtigdition matters and claims in the normal courskusiness. In the past, the Company an
subsidiaries have litigated to enforce their reSpe@atents and other intellectual property rightsenforce the terms of license agreements, t
protect trade secrets, to determine the validity ssope of the proprietary rights of others andefiend against claims of infringement or
invalidity. The Company expects it or its subsigiawill be involved in similar legal proceedingsthe future, including proceedings regarc
infringement of its patents and proceedings to enptoper and full payment of royalties by licerssaader the terms of its license agreement:

These existing and any future legal actions maynitae Company’s business. For example, they calde an existing licensee or strategic
partner to cease making royalty or other paymentkd Company, or to challenge the validity andetgability of patents owned by the
Company’s subsidiaries or the scope of licenseesgeats with the Company’s subsidiaries, and caghificantly damage the Company’s
relationship with such licensee or strategic paramal, as a result, prevent the adoption of the g2my's other technologies by such licensee c
strategic partner. Litigation could also severabrupt or shut down the business operations oh$iees or strategic partners of the Company’s
subsidiaries, which in turn would significantly habngoing relations with them and cause the Compaigse royalty revenues.

The costs associated with legal proceedings aiealphigh, relatively unpredictable and not coetely within the Company’s control. These
costs may be materially higher than expected, wbielid adversely affect the Company’s operatingltssnd lead to volatility in the price of
its common stock. Whether or not determined inGbenpany’s favor or ultimately settled, litigatioiverts managerial, technical, legal and
financial resources from the Company’s businessatipes. Furthermore, an adverse decision in ariiexfe legal actions could result in a los¢
of the Company’s proprietary rights, subject thenpany to significant liabilities, require the Compgéo seek licenses from others, limit the
value of the Company’s licensed technology or atlies negatively impact the Compasystock price or its business and consolidatedh iz
position, results of operations or cash flows.

NOTE 14 — SEGMENT AND GEOGRAPHIC INFORMATION

In the first quarter of 2014, following the Comp&gctions to cease manufacturing operations irbilgéalOptics business, the Company
determined that it operates its business in oneatipg segment, focused on the monetization oflattual
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property, both internally developed and acquirbohugh royalties, licenses and other means. Prsljipthe Company operated in two
operating segmentdntellectual Property and DigitalOptics. The Comyparchief operating decision maker is the Chiefdtiwe Officer, whc
reviews financial information presented on a coidstéd basis for purposes of making operating dmtssand assessing financial performance

A significant portion of the Company’s revenueslésived from licensees headquartered outside dfitBe principally in Asia, and it is
expected that these revenues will continue to atdou a significant portion of total revenues uiure periods. The table below lists the
geographic revenues from continuing operationshferperiods indicated (in thousands):

Years Ended December 31,

2014 2013 2012
Taiwan $ 100,04¢ 3€6% $ 2,59¢ 2% $ 27,17¢ 14%
Korea 98,10( 3E 64,09: 37 40,257 20
u.s. 39,44¢ 14 41,87¢ 25 103,15: 49
Other Asia 28,97¢ 1C 10,10: 6 11,50: 4
Japan 10,01« 4 48,48! 29 23,31: 11
Europe and other 2,217 1 1,661 1 4,35¢ 2
$ 278,80 10(% $ 168,81: 10(% $ 209,75t 10(%

For the years ended December 31, 2014, 2013, at®?] #ree , three and four customers, respectiealygh accounted for 10% or more of total
revenues.

As of December 31, 2014, 2013 and 2012 propertyegiipment, net, by geographical area are presdeiedy (in thousands):

Years Ended December 31,

2014 2013 2012
uU.S. $ 3,80z $ 4,728 $ 39,46
Taiwan — 2,39¢ 18,17¢
Israel — 1,431 1,83¢
Europe and other 52C 931 2,02¢
China — — 11,03¢
Total $ 4,32: % 9,481 $ 72,54¢

NOTE 15 - RESTRUCTURING, IMPAIRMENT OF LONG-LIVED A SSETS AND OTHER CHARGES AND GAIN ON SALE OF
PATENTS

In November 2012, the Company announced a restimgtaf its operations in Tel Aviv, Israel. In cagation with this effort, the Company
reduced its workforce and ceased operations fdthity in Tel Aviv, Israel and incurred total clgees of $2.5 million in the fourth quarter of
2012.

In 2013, the Company continued reorganizing thatBliQptics segment by closing its manufacturingratien in Zhuhai, China, selling a
significant portion of the assets of the CompaMiwo-Optics business based in Charlotte, Northoiaa. On January 16, 2014, the Compan
announced a restructuring of its DigitalOptics seghto cease all remaining manufacturing operatiesslting in the impairment charges
related to the Company's long-lived assets. Foydlae ended December 31, 2013, the Company incauedlative charges, which include
continuing and discontinued operations in tota$®® million in severance and $70.9 million in mmment of long-lived assets and other
charges.

In 2014, the Company recorded a gain of $11.9 onilbn patents sold in 2014. Prior to the sale gtlpagents were included in the Company's
patent portfolio available for licensing. This gaias partially offset by approximately $1.5 millianrestructuring charges for severance and
other facility costs related to reduction in adreirative personnel.

For more information regarding these actions, sete 8 - "Discontinued Operationsand Note 8 " Goodwill and Identified Intangible Asse
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NOTE 16 — BENEFIT PLAN

The Company maintains a 401(k) retirement saviras fhat allows voluntary contributions by all emytes upon their hire date. Eligible
employees may elect to contribute up to the maxiraomunt allowed under Internal Revenue Servicelatigns. The Company can make
discretionary contribution under the 401(k) plamring the years ended December 31, 2014, 2013 @h2l, Zhe Company contributed
approximately $0.4 million , $0.9 million , and 8Imillion , respectively, to the 401(k) Plan.

NOTE 17 — SUBSEQUENT EVENTS

Declaration of a Cash Dividend -

On February 3, 2015, the Board declared a casHetid of $0.20 per share of common stock, payablameh 24, 2015, for the stockholders
of record at the close of business on March 3, 2015

F- 29




Table of Contents

Schedule II. Valuation and Qualifying Accounts forthe Years Ended December 31, 2014, 2013 and 2012

Balance at Charged (Credited) Charged (Credited) Balance at End of
Beginning of Year to Expenses to Other Accounts Year
Deferred income tax asset:
Valuation allowance
2012 $ 7,19¢ $ 6,45¢ $ 93 $ 14,58:
2013 $ 14,58: $ 76,547 $ — 91,13(
2014 $ 91,13( $ (64,04 $ — % 27,08’
SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, as amel(ithed'Exchange Act”)the registrant he
duly caused this report to be signed on its bdhathe undersigned, thereunto duly authorized.

Dated: February 25, 2015

T ESSERA T ECHNOLOGIES, I NC.

By: /s/ Thomas Lacey

Thomas Lacey
Chief Executive Officer

POWER OF ATTORNEY

Each person whose individual signature appears\beémeby authorizes and appoints Thomas Lacey ab@éf®RAndersen, and each of them,
with full power of substitution and resubstitutiand full power to act without the other, as higtend lawful attorney-in-fact and agent to act
in his name, place and stead and to execute inahme and on behalf of each person, individuallyiarehch capacity stated below, and to file
any and all amendments to this Annual Report omF0-K, and to file the same, with all exhibitsrigte, and other documents in connection
therewith, with the Securities and Exchange Comimisgranting unto said attorneys-in-fact and agead each of them, full power and
authority to do and perform each and every actthimg), ratifying and confirming all that said atters-in-fact and agents or any of them or
their or his substitute or substitutes may lawfdéyor 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.
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Signature

/sl Thomas Lacey
Thomas Lacey

/s/  Robert J. Andersen
Robert J. Andersen

/s/ Richard S. Hill
Richard S. Hill

/s/ Tudor Brown
Tudor Brown

/sl John Chenault
John Chenault

/sl George Cwynar
George Cwynar

/sl Peter A. Feld
Peter A. Feld

/sl George A. Riedel
George A. Riedel

/sl Christopher A. Seams

Christopher A. Seams

/s/  Donald E. Stout
Donald E. Stout

/sl Timothy J. Stultz
Timothy J. Stultz, Ph.D.

Title

Chief Executive Officer and Director
(Principal Executive Officer)

Executive Vice President and Chief
Financial Officer (Principal Financial and
Accounting Officer)

Chairman of the Board of Directors

Director

Director

Director

Director

Director

Director

Director

Director
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February 25, 2015
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EXHIBIT INDEX

Exhibit Title

Asset Purchase Agreement, dated October 31, 2§ dbetween Tessera Technologies, Inc. and Skelld td. (filed as
Exhibit 2.1 to the Registrant’s Current Report amrfr 8-K, filed on November 1, 2005, and incorpodaterein by reference)

Agreement and Plan of Merger, dated as of JulypB62among Tessera Technologies, Inc., Dalton Asitipm Corp., Digital
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 reference)

Share Purchase Agreement, dated as of Januarp@D, 2mong Tessera Technologies Hungary Holding, lly@squad GmbH,
each of the shareholders of Eyesquad GmbH and Saramir (filed as Exhibit 2.1 to the Registran€Current Report on Form
8-K, filed on January 31, 2007, and incorporatestmeby reference)

Agreement and Plan of Merger, dated as of Janugrg@®8, among Tessera Technologies, Inc., ForkKerger Sub, Inc.,
FotoNation, Inc. and Yury Prilutsky, as Stockhokl&gent (filed as Exhibit 2.4 to the Registram¥snual Report on Form 1K;
filed on February 29, 2008, and incorporated helgineference)

Stock and Asset Purchase Agreement, dated Mar2®1P, by and among, Tessera Technologies, Incitdl@iptics Corporation
and Flextronics International Ltd. (filed as Exhibil to the Registrant’'s Current Report on Fori, 8led March 2, 2012, and
incorporated herein by reference)

Amendment to Stock and Asset Purchase Agreemetat] dane 28, 2012, by and among Tessera Techns|dgee,
DigitalOptics Corporation and Flextronics Interoatkl Ltd. (filed as Exhibit 2.1 to the Registrar@siarterly Report on Form 10-
Q, filed on August 3, 2012 and incorporated hebsimeference)

Amendment No. 2 to Stock and Asset Purchase Agneemated September 4, 2012, by and among Tessermdlogies, Inc.,
DigitalOptics Corporation and Flextronics Interoatkl Ltd. (filed as Exhibit 2.1 to the Registrar@siarterly Report on Form 10-
Q, filed on November 7, 2012 and incorporated Imebgireference)

Restated Certificate of Incorporation

Amended and Restated Bylaws, dated September 14, 26 amended August 29, 2012, December 19, R0drzh 2, 2013,
March 25, 2013, April 29, 2013 and May 22, 201&ias Exhibit 3.2 to the Registrant’s Quarterlyp&e on Form 10-Q, filed
on August 6, 2013, and incorporated herein by esfes)

Specimen Common Stock Certificate
Form of Indemnification Agreement between the Riegig and each of its directors and executive effic

Employee Stock Purchase Plan, as amended andeckstétctive July 31, 2013 (filed as Appendix Bhie Registrant’s
Definitive Proxy Statement, filed on April 16, 2Q1&hd incorporated herein by reference)

International Employee Stock Purchase Plan, as deteand restated effective January 30, 2013 (fiedppendix C to the
Registrant’s Definitive Proxy Statement, filed oprik 16, 2013, and incorporated herein by refergnce

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

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

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

Patent License Agreement, dated as of Octoberd9B,by and between Tessera, Inc. and Sharp Caiqora
Immunity Agreement, dated as of January 24, 2092 ndl between Tessera, Inc., and Sharp Corporation

License Agreement, dated as of January 1, 200anbdyetween Tessera, Inc. and Texas Instrumests, In
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10.10t*
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10.15+

10.16+

10.17+

10.18+

10.19+

10.20+

10.21+

10.22+

10.23+

10.24+

10.25+

10.26+

10.27+

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

Tessera Technologies, Inc. 2012 Performance Bolausf& Executive Officers and Key Employees (filesiAppendix A to the
Registrant’s Definitive Proxy Statement, filed oglfruary 17, 2012 and incorporated herein by reteren

Fifth Amended and Restated 2003 Equity IncentiaPas amended March 12, 2014. (filed as Exhib#t i®the Registrant’s
Quarterly Report on Form 10-Q, filed May 6, 201dd éncorporated herein by reference)

Form of Stock Option Agreement for the Tessera Meldyies, Inc. Fourth Amended and Restated 200&Emcentive Plan
(filed as Exhibit 10.2 to the Registrant’'s Registra 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 tgdncentive Plan
(filed as Exhibit 10.2 to the Registrant’'s Registra Statement on Form S-8, filed August 6, 2011 encorporated herein by
reference)

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 61@0and incorporated herein
by reference)

Form of Stock Option Agreement (Romania) for theseza Technologies, Inc. Fifth Amended and Res@288 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 reference)

Form of Stock Option Agreement (International) fiee Tessera Technologies, Inc. Fifth Amended arsidRed 2003 Equity
Incentive Plan (filed as Exhibit 10.2 to the Regist's Quarterly Report on Form 10-Q, filed Novem#e2010, and incorporated
herein by reference)

Form of Restricted Stock Agreement for the Tes$echnologies, Inc. Fourth Amended and Restated EoQity Incentive Plan
(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 ZBfity Incentive Plan
(filed as Exhibit 10.5 to the Registrant’'s Registra Statement on Form S-8, filed August 6, 2011 ecorporated herein by
reference)

Form of Restricted Stock Agreement (Israel) for Tessera Technologies, Inc. Fifth Amended and Reb@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 reference)

Form of Restricted Stock Agreement (Romania) ferTiessera Technologies, Inc. Fifth Amended andaRas2003 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 reference)

Form of Deferred Stock Agreement for the Tessezhiielogies, Inc. Fourth Amended and Restated 2@@@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 2008tidncentive Plan
(filed as Exhibit 10.8 to the Registrant’s Registra Statement on Form S-8, filed August 6, 201@ mcorporated herein by
reference)

Form of Deferred Stock Agreement (Performance Vigtior the Tessera Technologies, Inc. Fifth Amehaded Restated 2003
Equity Incentive Plan (filed as Exhibit 10.9 to tRegistrant’s Registration Statement on Form Sk&j August 6, 2010, and
incorporated herein by reference)

Form of Deferred Stock Agreement (Ireland) for Tressera Technologies, Inc. Fifth Amended and Reg2003 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 reference)

Form of Deferred Stock Agreement (Israel) for tless§era Technologies, Inc. Fifth Amended and Res2(63 Equity Incentive
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)tfe Tessera Technologies, Inc. Fifth AmendedRestated 2003 Equity
Incentive Plan (filed as Exhibit 10.1 to the Regist's Quarterly Report on Form 10-Q, filed Novem#g2010, and incorporated
herein by reference)
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23.1
24.1
31.1
31.2

32.1

Tessera Technologies, Inc. International EmployteekSPurchase Plan (filed as Exhibit 10.7 to thgi&eant's Registration
Statement on Form S-8, filed June 13, 2008, angfparated herein by reference)

Form of Severance Agreement with the Registraniésetive officers (filed as Exhibit 10.3 to the Regant’'s Current Report on
Form 8-K, filed on April 3, 2009, and incorporatieerein by reference)

Form of Amended and Restated Change in Controlr@aee Agreement with the Registrant’s executivecefs (filed as Exhibit
10.4 to the Registrant’s Current Report on Form, 8{&d on April 3, 2009, and incorporated hereynrbference)

Amendment to Change in Control Severance Agreemithtthe Registrant’s executive officers (filedEehibit 10.1 to the
Registrant’s Quarterly Report on Form 10-Q, filedMay 5, 2011, and incorporated herein by refergnce

Settlement Agreement, dated May 22, 2013, by ahddsn the Registrant and Starboard Value LP (Rleéxhibit 10.1 to the
Registrant's Current Report on Form 8-K, filed oay\M24, 2013, and incorporated herein by reference)

Employment Letter, dated December 9, 2013, by ateiden the Registrant and Thomas Lacey (filed &#bix10.1 to the
Registrant's Current Report on Form 8-K, filed aecBmber 11, 2013, and incorporated herein by nedeje

Severance Agreement, dated December 9, 2013, beameen the Registrant and Thomas Lacey (filexsbit 10.2 to the
Registrant's Current Report on Form 8-K, filed aecBmber 11, 2013, and incorporated herein by nedeje

Change in Control Severance Agreement, dated Dezre®nl2013, by and between the Registrant and Thdraeey (filed as
Exhibit 10.3 to the Registrant's Current ReporfFomm 8-K, filed on December 11, 2013, and incorpedderein by reference)

Employment Letter, dated December 19, 2013, bytetaeen the Registrant and Robert Andersen (fiselxéibit 10.1 to the
Registrant's Current Report on Form 8-K, filed anulry 3, 2014, and incorporated herein by refejenc

Severance Agreement, dated January 2, 2014, bpetmeen the Registrant and Robert Andersen (fiselxdibit 10.2 to the
Registrant's Current Report on Form 8-K, filed anulry 3, 2014, and incorporated herein by refeenc

Change in Control Severance Agreement, dated Ja8u2014, by and between the Registrant and Rébetérsen (filed as
Exhibit 10.3 to the Registrant's Current Reporfomm 8-K, filed on January 3, 2014, and incorpatdterein by reference)

Non-Employee Director Compensation Policy (filedeadhibit 10.51 to the Registrant’s Annual Reportrmrm 10-K, filed on
March 3, 2014, and incorporated herein by refergnce

Letter Agreement, dated June 27, 2014, by and feetwree Registrant and John Thode (filed as Exhibit to the Registrant's
Current Report on Form 8-K, filed on July 2, 20&4d incorporated herein by reference)

Change in Control Severance Agreement, dated Jun2024, by and between the Registrant and JohdeTtfded as Exhibit
10.2 to the Registrant's Current Report on Form 8kd on July 2, 2014, and incorporated hereindfgrence)

Amendment to Severance Agreement, dated June 24, B9 and between the Registrant and John Thddd és Exhibit 10.3 to
the Registrant's Current Report on Form 8-K, fidedJuly 2, 2014, and incorporated herein by refeggn

Amendment to Severance Agreement, dated Octob&034, by and between the Registrant and John Ttiibeld as Exhibit
10.1 to the Registrant's Current Report on Form 8d on November 3, 2014, and incorporated ebgi reference)

List of subsidiaries

Consent of PricewaterhouseCoopers LLP, IndeperiRiegistered Public Accounting Firm

Power of Attorney (see signature page to this AhRegort on Form 10-K)

Certification of the Chief Executive Officer pursuido Rule 13a-14(a) of the Securities ExchangeoAdi934
Certification of the Chief Financial Officer pursudo Rule 13a-14(a) of the Securities Exchangeohd934

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 adoptedipatso Section 906 of the Sarbanes-Oxley Act @220
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101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

*%

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Docutne
XBRL Taxonomy Extension Definition Linkbase Docurhen
XBRL Taxonomy Extension Label Linkbase Document
XBRL Taxonomy Extension Presentation Linkbase Doenin

Confidential treatment has been granted asrtain portions of this agreement.

Indicates a management contract or compensplan or arrangement.

Filed as exhibits to Tessera Technologies, Incégifration Statement on Form S-1 (SEC File No-B33518), effective
November 12, 2003, and incorporated herein by eefs.

The exhibits and schedules to this agreement hege bmitted in reliance on Item 601(b)(2) of RetjoiaS-K promulgated by
the SEC, and a copy thereof will be furnished saimgntally to the SEC upon its request. Readersarioned that the
representations and warranties set forth in thisegent are qualified by those schedules, and dhmailbe relied upon as
accurate or complete without reference to thosedudes
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Exhibit 21.1
SUBSIDIARIES OF THE REGISTRANT

DigitalOptics Corporation, a Delaware corporation

DigitalOptics Corporation Asia Limited, a compamganized under the laws of Hong Kong

DigitalOptics Corporation Israel Limited, a compasrganized under the laws of Israel

DigitalOptics Corporation Korea Limited, a compasrganized 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
FotoNation Corporation, a Delaware corporation

FotoNation Limited, an Irish limited corporation

FotoNation SRL, a Romanian limited liability corption

Invensas Corporation, a Delaware corporation

Tessera, Inc., a Delaware corporation

Tessera Advanced Technologies, Inc., a Delawangocation

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 Delawarpaation



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statements on Fora8$No. 333-195948, 333-190138, 333-168597,
333-151659, 333-137933, 333-131457, 333-116369,133311, 333-112238) of Tessera Technologies,dhour report dated February 25,

2015 relating to the consolidated financial statetsiefinancial statement schedule and the effec#igs of internal control over financial
reporting, which appears in this Form-1Q

/sl PricewaterhouseCoopers LLP
San Jose, CA
February 25, 2015



Exhibit 31.1

Certification of the Chief Executive Officer
Pursuant to Rule 13a-14(a) of the Securities Exchge Act of 1934

I, Thomas Lacey, certify that:
1. I have reviewed this annual report on Form 16fKessera Technologies, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dn#ttate a material fact necessary to mak
the statements made, in light of the circumstanoger which such statements were made, not misigadih respect to the period covered by
this report;

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 operations aadh flows of the registrant as of, and for, theégos presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our supervision, to
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtis report is being prepared;

b) designed such internal control over financiglorting, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegi¢'s internal control over financial reportirftat occurred during the registrant’s most recen
fiscal quarter (the registrant’s fourth fiscal qeaiin the case of an annual report) that has madlieaffected, or is reasonably likely to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatimiernal control over financial reporting,
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr financial reporting which are reasong
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finamtiafmation; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s internal
control over financial reporting.

February 25, 2015 /sl Thomas Lacey

Thomas Lacey
Chief Executive Officer




Exhibit 31.2

Certification of the Chief Financial Officer
Pursuant to Rule 13a-14(a) of the Securities Exchge Act of 1934

I, Robert Andersen, certify that:
1. I have reviewed this annual report on Form 16fKessera Technologies, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dméttate a material fact necessary to mak
the statements made, in light of the circumstanoger which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(¢e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedortes designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) designed such internal control over financiglomting, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegi$'s internal control over financial reportirftat occurred during the registrant’s most recen
fiscal quarter (the registrant’s fourth fiscal qeaiin the case of an annual report) that has madlieaffected, or is reasonably likely to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatimiernal control over financial reporting,
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr financial reporting which are reasong
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finamtiafmation; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s internal
control over financial reporting.

Date: February 25, 2015 /s/ Robert Andersen
Robert Andersen
Executive Vice President and Chief Finah€ifficer




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 Tesserahihedogies, Inc., a Delaware corporation (the “Conyda on Form 10K for the year ende
December 31, 2014 as filed with the SecuritiesBxthange Commission (the “Report”), I, Thomas Lacglyief Executive Officer, certify,
pursuant to Rule 13a-14(b) of the Securities Exghakct of 1934 and 18 U.S.C. § 1350, as adoptesuaunt to § 906 of the Sarbanes-Oxley
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 faphlgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/sl Thomas Lacey
Thomas Lacey

Chief Executive Officer
February 25, 2015

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 Tesserahihetogies, Inc, a Delaware corporation (the “Conydgron Form 10-K for the year ended
December 31, 2014 as filed with the SecuritiesExcthange Commission (the “Report”), |, Robert Arsger, Chief Financial Officer of the
Company, certify, pursuant to Rule 13a-14(b) of$leeurities Exchange Act of 1934 and 18 U.S.C.5D18s adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that to my knowledge:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfewmAct of 1934, as amended; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/s/ Robert Andersen

Robert Andersen

Executive Vice President and Chief Financial Office
February 25, 2015

A signed original of this written statement reqditgy Rule 13-14(b) of the Securities Exchange Act of 1934 ahtd 55.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.



