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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q
(MARK ONE)
ý QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended March 31, 2018

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 000-27969

IMMERSION CORPORATION
(Exact name of registrant as specified in its charter)

Delaware 94-3180138
(State or other jurisdiction of

incorporation or organization)
(I.R.S. Employer

Identification No.)

50 Rio Robles, San Jose, California 95134
(Address of principal executive offices)(Zip Code)

(408) 467-1900
(Registrant’s telephone number, including area code)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes ý No ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes ý No ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller
reporting company or an emerging growth company. See definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting
company” and "emerging growth company" in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ¨ Accelerated filer ý

Non-accelerated filer ¨(Do not check if a smaller reporting company) Smaller Reporting Company ¨

Emerging Growth Company ¨

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ¨ No ý

Number of shares of common stock outstanding at May 4, 2018: 30,367,214.
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PART I

FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

IMMERSION CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share amounts)
(Unaudited)

March 31, 2018 December 31, 2017

ASSETS
Current assets:

Cash and cash equivalents $ 119,128 $ 24,622
Short-term investments 19,842 21,916
Accounts and other receivables 2,667 806
Prepaid expenses and other current assets 5,616 736

Total current assets 147,253 48,080
Property and equipment, net 2,903 3,150
Deferred income tax assets 371 401
Other assets 4,808 344
Total assets $ 155,335 $ 51,975

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Accounts payable $ 4,256 $ 6,647
Accrued compensation 2,552 4,133
Other current liabilities 3,296 3,896
Deferred revenue 4,920 4,424

Total current liabilities 15,024 19,100
Long-term deferred revenue 33,665 22,303
Other long-term liabilities 1,374 915

Total liabilities 50,063 42,318
Contingencies (Note 12)
Stockholders’ equity:

Common stock and additional paid-in capital — $0.001 par value; 100,000,000 shares
authorized; 37,043,975 and 35,950,518 shares issued, respectively; 30,357,285 and
29,263,828 shares outstanding, respectively 235,438 228,046
Accumulated other comprehensive income 104 99
Accumulated deficit (83,398) (171,616)
Treasury stock at cost: 6,686,690 shares (46,872) (46,872)

Total stockholders’ equity 105,272 9,657
Total liabilities and stockholders’ equity $ 155,335 $ 51,975

See accompanying Notes to Condensed Consolidated Financial Statements.
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IMMERSION CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

AND COMPREHENSIVE INCOME (LOSS)
(In thousands, except per share amounts)

(Unaudited)

Three Months Ended March 31,

2018 2017

Revenues:
Royalty and license $ 85,335 $ 9,006
Development, services, and other 81 218

Total revenues 85,416 9,224
Costs and expenses:

Cost of revenues 35 43
Sales and marketing 1,220 3,305
Research and development 2,820 3,196
General and administrative 11,236 15,532

Total costs and expenses 15,311 22,076
Operating income (loss) 70,105 (12,852)
Interest and other income 231 139
Income (loss) before provision for income taxes 70,336 (12,713)
Provision for income taxes (453) (152)
Net income (loss) $ 69,883 $ (12,865)
Basic net income (loss) per share $ 2.35 $ (0.44)
Shares used in calculating basic net income (loss) per share 29,700 29,024
Diluted net income (loss) per share $ 2.29 $ (0.44)
Shares used in calculating diluted net income (loss) per share 30,566 29,024
Other comprehensive income (loss), net of tax

Change in unrealized gains (losses) on short-term investments 5 (22)
Total other comprehensive income (loss) 5 (22)

Total comprehensive income (loss) $ 69,888 $ (12,887)

See accompanying Notes to Condensed Consolidated Financial Statements.
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IMMERSION CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

Three Months Ended March 31,

2018 2017

Cash flows provided by (used in) operating activities:
Net income (loss) $ 69,883 $ (12,865)
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating
activities:

Depreciation and amortization of property and equipment 227 232
Stock-based compensation 1,222 1,557
Deferred income taxes 67 —
Loss on disposal of equipment 26 —
Changes in operating assets and liabilities:

Accounts and other receivables (1,861) (527)
Prepaid expenses and other current assets 116 150
Other assets (4,524) (55)
Accounts payable (2,391) 1,000
Accrued compensation and other current liabilities (2,181) (1,741)
Deferred revenue 25,197 (2,046)
Other long-term liabilities 422 (22)

Net cash provided by (used in) operating activities 86,203 (14,317)
Cash flows provided by (used in) investing activities:

Purchases of short-term investments (8,861) (9,931)
Proceeds from maturities of short-term investments 11,000 10,000
Purchases of property and equipment (6) (83)

Net cash provided by (used in) investing activities 2,133 (14)
Cash flows provided by financing activities:

Issuance of common stock under employee stock purchase plan 98 175
Exercise of stock options 6,072 401

Net cash provided by financing activities 6,170 576
Net increase (decrease) in cash and cash equivalents 94,506 (13,755)
Cash and cash equivalents:

Beginning of period 24,622 56,865
End of period $ 119,128 $ 43,110

Supplemental disclosure of cash flow information
Cash paid for taxes $ 90 $ 39

Supplemental disclosure of noncash operating, investing, and financing activities
Amounts accrued for property and equipment $ — $ 11
Release of Restricted Stock Units and Awards under company stock plan $ 1,860 $ 1,768

See accompanying Notes to Condensed Consolidated Financial Statements.
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IMMERSION CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2018
(Unaudited)

1. SIGNIFICANT ACCOUNTING POLICIES

Description of Business

Immersion Corporation (the “Company”) was incorporated in 1993 in California and reincorporated in Delaware in 1999. The
Company focuses on the creation, design, development, and licensing of innovative haptic technologies that allow people to use their
sense of touch more fully as they engage with products and experience the digital world around them. The Company has adopted a
“hybrid” business model, under which it provides advanced tactile software, related tools, and technical assistance to certain customers;
and offers licenses to the Company's patented intellectual property (“IP”) to other customers.

Principles of Consolidation and Basis of Presentation

The accompanying condensed consolidated financial statements include the accounts of Immersion Corporation and its wholly-
owned subsidiaries: Immersion Canada Corporation; Immersion International, LLC; Immersion Medical, Inc.; Immersion Japan K.K.;
Immersion Ltd.; Immersion Software Ireland Ltd.; Haptify, Inc.; Immersion (Shanghai) Science & Technology Company, Ltd.; and
Immersion Technology International Ltd. All intercompany accounts, transactions, and balances have been eliminated in consolidation.

The accompanying condensed consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“GAAP”) for interim financial information and with the instructions for Form 10-Q
and Article 10 of Regulation S-X and, therefore, do not include all information and footnotes necessary for a complete presentation of
the financial position, results of operations, and cash flows, in conformity with GAAP. The accompanying condensed consolidated
financial statements should be read in conjunction with the Company’s audited consolidated financial statements included in the
Company’s Annual Report on Form 10-K, for the fiscal year ended December 31, 2017. In the opinion of management, all adjustments
consisting of only normal and recurring items necessary for the fair presentation of the financial position and results of operations for
the interim periods presented have been included.

The results of operations for the three months ended March 31, 2018 are not necessarily indicative of the results to be expected for
the full year.

Segment Information

The Company develops, licenses, and supports a wide range of software and IP that more fully engage users’ sense of touch as they
engage with products and experience the digital world around them. The Company currently focuses on the following target application
areas: mobility, automotive, gaming, medical and wearables. The Company’s chief operating decision maker (“CODM”) is the Chief
Executive Officer. The CODM allocates resources to and assesses the performance of the Company using information about its financial
results as one operating and reporting segment.

Revenue Recognition

In May 2014, the Financial Accounting Standards Board ("FASB") issued an Accounting Standards Update (“ASU”) 2014-09
“Revenue from Contracts with Customers (Topic 606)" ("Accounting Standard Codification 606", "ASC 606"), which superseded most
prior revenue recognition guidance under ASC Topic 605, "Revenue Recognition" ("ASC 605") including industry-specific guidance.
The underlying principle of ASC 606 is that an entity will recognize revenue to depict the transfer of promised goods or services to
customers at an amount that the entity expects to be entitled in exchange for those goods or services. The new standard provides a five-
step analysis of transactions to determine when and how revenue is recognized, and shall be applied retrospectively to each period
presented or as a cumulative-effect adjustment as of the date of adoption if the modified retrospective transition method is elected. The
new standard also requires enhanced disclosures regarding the nature, amount, timing and uncertainty of revenue and cash flows arising
from an entity's contracts with customers.

The Company adopted the new revenue standard effective January 1, 2018 using the modified retrospective transition method
where the cumulative effect of the initial application is recognized as an adjustment to the opening balance of the accumulated deficit at
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January 1, 2018, the date of adoption. Therefore, comparative prior periods have not been adjusted and continue to be presented under
ASC 605. Refer to Note 2 to the condensed consolidated financial statements for the Company's revised revenue recognition accounting
policy and a summary of the impact of adoption of ASC 606.

Recent Accounting Pronouncements

Adopted
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In March 2018, the FASB issued ASU2018-05 "Income Taxes (Topic 740): Amendments to SEC Paragraphs Pursuant to SEC
Staff Accounting Bulletin No. 118 (SEC Update)", which updates Securities and Exchange Commission (“SEC”) guidance released in
December 2017 when the Tax Cuts and Jobs Act (the “Tax Act”) was signed into law. Additional information regarding the adoption of
this ASU and its material impact on the Company's condensed consolidated financial statements is contained in Note 10 to the condensed
consolidated financial statements.

In May 2017, the FASB issued ASU 2017-09 “Stock Compensation: Scope of Modification Accounting”. The ASU provides
guidance on the types of changes to the terms or conditions of share-based payment awards to which an entity would be required to apply
modification accounting under ASC 718. For public business entities, the amendments in this update are effective for annual periods
beginning after December 15, 2017. The Company adopted the standard effective January 1, 2018. The adoption of this ASU did not
have a material impact on its condensed consolidated financial statements.

In December 2016, the FASB issued ASU 2016-19 “Technical Corrections and Improvements”. The amendments in this update
affect a wide variety of topics in the Accounting Standards Codification. For public business entities, the amendments in this update are
effective for annual periods beginning after December 15, 2017, and interim periods in the annual period beginning after December 15,
2018. The Company adopted the standard effective January 1, 2018. The adoption of this ASU did not have a material impact on its
condensed consolidated financial statements.

Not yet adopted

In February 2018, the FASB issued ASU 2018-02 "Income Statement—Reporting Comprehensive Income (Topic 220):
Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income". The amendments in this ASU allow a
reclassification from accumulated other comprehensive income to retained earnings for stranded tax effects resulting from the Tax
Act. The guidance is effective for annual reporting periods beginning after December 15, 2018 and interim periods within those fiscal
years, and early adoption is permitted. The Company is currently assessing when it will adopt this ASU and its potential impact on the
Company’s condensed consolidated financial statements.

In February 2016, the FASB issued ASU 2016-02 “Leases: Topic 842” (“ASU 2016-02”), which supersedes the existing guidance
for lease accounting in Topic 840, Leases. The FASB issued the ASU to increase transparency and comparability among organizations
by recognizing lease assets and lease liabilities on the balance sheet and disclosing key information about leasing arrangements. ASU
2016-02 requires lessees to recognize a lease liability and a right-of-use asset for all leases. Lessor accounting remains largely
unchanged. This ASU is effective for periods beginning after December 15, 2018, with early adoption permitted. An entity will be
required to recognize and measure leases at the beginning of the earliest period presented using a modified retrospective approach. The
Company is currently in the process of evaluating the impact of this standard on its condensed consolidated financial statements, but has
not elected to early adopt the standard and would plan to implement the standard on January 1, 2019.

2. REVENUE RECOGNITION

Revised Revenue Recognition Accounting Policy

On January 1, 2018, the Company adopted ASC 606 using the modified retrospective transition method. The new revenue standard
has been applied to all contracts that were not completed as of the date of adoption. To the extent that modifications occurred prior to
the adoption of ASC 606, the Company has reflected the aggregate impact of any modification when evaluating the impact of the
adoption.

The Company's revenue is primarily derived from fixed fee license agreements and per-unit royalty agreements, along with less
significant revenue earned from development, services and other revenue. The adoption of ASC 606 affected the Company's revenue
recognition model for both fixed fee license revenue and per-unit royalty revenue presented on “royalty and license revenue” on the
Company’s condensed consolidated statements of operations and comprehensive income (loss).

Fixed fee license revenue

In applying ASC 606, the Company is required to recognize revenue from a fixed fee license agreement when it has satisfied its
performance obligations, which typically occurs upon the transfer of rights to the Company's technology upon the execution of the
license agreement. However, in certain contracts, the Company grants a license to its existing patent portfolio at the inception of the
license agreement as well as rights to the portfolio as it evolves throughout the contract term. For such arrangements, the Company has
concluded that it has two separate performance obligations:
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• Performance Obligation B: to transfer rights to the Company's patent portfolio as it evolves over the term of the contract,
including access to new patent applications that the licensee can benefit from over the term of the contract.

Under the Company's previous accounting practices under ASC 605, fixed license fees were generally recognized on a straight-line
basis over the contract term. As a result of the adoption of ASC 606, if a fixed fee license agreement contains only Performance
Obligation A, the Company will recognize most or all of the revenue from the agreement at the inception of the contract. For fixed fee
license agreements that contain both Performance Obligation A and B, the Company will be required to allocate the transaction price
based on the standalone price for each of the two performance obligations. The Company has developed a process, and established
internal controls around such process, to estimate standalone prices related to Performance Obligation A and B using a number of
factors primarily related to the attributes of its patent portfolio. Once the transaction price is allocated, the portion of the transaction
price allocable to Performance Obligation A will be recognized in the quarter the license agreement is signed and the customer can
benefit from rights provided in the contract, and the portion allocable to Performance Obligation B will be recognized on a straight-line
basis over the contract term. For such contracts, a contract liability account will be established and included within "deferred revenue"
on the condensed consolidated balance sheet. As the rights and obligations in a contract are interdependent, contract assets and contract
liabilities that arise in the same contract have been presented on a net basis.

Historically, certain of the Company's license agreements contained fixed fees related to past infringements for which the fixed fees
were recognized as revenue or recorded as a deduction to its operating expense in the quarter the license agreement was signed. After
the adoption of ASC 606, the Company will recognize revenue from such fixed fees related to past infringements in the same manner in
the quarter the license agreement is signed.

In the event a significant financing component is determined to exist in any of our agreements, the Company will recognize more or
less revenue and corresponding interest expense or income, as appropriate.

Per-unit Royalty revenue

Under the Company's previous accounting practices under ASC 605, it recognized revenue from per-unit royalty agreements in the
period in which the related royalty report was received from its licensees, generally one quarter in arrears from the period in which the
underlying sales occurred (i.e. on a "quarter-lag"). ASC 606 requires an entity to record per-unit royalty revenue in the same period in
which the licensee’s underlying sales occur. As the Company generally does not receive the per-unit licensee royalty reports for sales
during a given quarter within the time frame that allows the Company to adequately review the reports and include the actual amounts
in its quarterly results for such quarter, the Company accrues the related revenue based on estimates of its licensees’ underlying sales,
subject to certain constraints on its ability to estimate such amounts. As a result of accruing per-unit royalty revenue for the quarter
based on such estimates, adjustments will be required in the following quarter to true up revenue to the actual amounts reported by its
licensees. For the three months ended March 31, 2018, the Company had no true-ups from the estimates made on January 1, 2018 which
would require presentation herein.

Certain of the Company's per-unit royalty agreements contains a minimum royalty provision which sets forth minimum amounts to
be received by the Company during the contract term. Per the Company's previous accounting policy under ASC 605, such minimum
royalties were recognized as revenue at the end of each reporting period (usually a calendar year) if the actual royalties reported by the
customer for that reporting period were below the minimum threshold set forth in the contract. Under ASC 606, minimum royalties are
considered a fixed transaction price to which the Company will have an unconditional right once all other performance obligations, if
any, are satisfied. Therefore, the Company recognizes all minimum royalties as revenue at the inception of the license agreement, or in
the period in which all remaining revenue recognition criteria have been met. The Company will establish contract assets for the
unbilled minimum royalties on a contract basis. Such contract asset balance will be reduced by the actual royalties reported by the
licensee during the contract term until fully utilized, after which point any excess per-unit royalties reported will be recognized as
revenue. As the rights and obligations in a contract are interdependent, contract assets and contract liabilities that arise in the same
contract have been presented on a net basis.

Development, services, and other revenue

With little change from its previous accounting practices related to development, service and other revenue, the Company will
continue to recognize revenue from this stream when it has satisfied service obligations. Consistent with the Company’s previous
accounting practices under ASC 605, the performance obligation related to its development, service and other revenue is satisfied over a
period of time, and such revenue is recognized evenly over the period of performance obligation, which is generally consistent with the
contractual term.

Adjustments upon Adoption of ASC 606

The following table summarizes adjustments related to the Company's adoption of ASC 606.
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(in thousands)

Balance at
December 31, 2017

as Reported
under ASC 605

Adjustment
for Fixed Fee

License Revenue
*

Elimination of
Quarter-Lag

Per-Unit Royalties

Total
Adjustments

upon Adoption
of ASC 606

Balance at
January 1, 2018

(ASC 606)
Prepaid expenses and
other current assets $ 736 $ 4,996 $ 4,996 $ 5,732
Deferred revenue -
current (4,424) 1,766 1,766 (2,658)
Long-term deferred
revenue (22,303) 11,573 11,573 (10,730)
Accumulated deficit 171,616 (13,339) (4,996) (18,335) 153,281

* Adjustment for fixed fee license revenue includes both the recognition of Performance Obligation A upon the adoption of ASC 606, which had
previously been deferred under ASC 605, and the change in the transaction price allocated to Performance Obligation B and consequently the revenue
recognized as of January 1, 2018.

Disaggregated Revenue

The following table presents the disaggregation of the Company's revenue for the three months ended March 31, 2018 under ASC
606. Revenues for the three months ended March 31, 2017 are presented in accordance with ASC 605.

(in thousands)
Three Months Ended March

31,
2018 2017 Increase (Decrease)

Fixed fee license revenue 75,756 2,510 73,246 2,918 %
Per-Unit royalty revenue 9,579 6,496 3,083 47 %
Total royalty and license revenue 85,335 9,006 76,329 848 %
Development, services, and other revenue 81 218 (137) (63)%

Total revenues 85,416 9,224 76,192 826 %

For the three months ended March 31, 2018, the Company recognized $487,000 as revenue that had been included in deferred
revenue as of the beginning of the period. As of March 31, 2018, the Company had contract assets of $4.8 million and $4.5 million
included within prepaid expenses and other current assets and other non-current assets on the condensed consolidated balance sheet,
respectively. During the three months ended March 31, 2018, there was no impairment of the contract assets.

Impact of Adoption of ASC 606

In accordance with the requirements of ASC 606, the disclosure of the impact of adoption on the Company's condensed
consolidated statements of operations and comprehensive income (loss) and balance sheet as of and for the three months ended March
31, 2018 is presented below. The Company believes that this additional information is vital during the transition year to allow readers of
its financial statements to compare financial results from the preceding financial year given the use of the modified retrospective method
of adoption. The adoption of ASC 606 did not affect the Company's reported total amounts of cash flows from operating, investing and
financing activities as such separate tables for this separate financial statement have not been provided.

Amounts contained in the tables below are in thousands, except per share data.
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Three Months Ended March 31,
2018 2017

As Reported
(ASC 606) Adjustments ASC 605

As Reported (ASC
605)

Revenues:
Fixed fee license revenue $ 75,756 $ (72,341) $ 3,415 $ 2,510
Per-unit royalty revenue 9,579 (4,351) 5,228 6,496
Total royalty and license revenue 85,335 (76,692) 8,643 9,006
Development, services, and other revenue 81 — 81 218

Total revenues $ 85,416 $ (76,692) $ 8,724 $ 9,224
Operating expenses 15,311 — 15,311 22,076
Operating income (loss) 70,105 (76,692) (6,587) (12,852)
Interest and other income 231 — 231 139
Income (loss) before provision for income taxes 70,336 (76,692) (6,356) (12,713)
Income tax provision (453) — (453) (152)
Net income (loss) $ 69,883 $ (76,692) $ (6,809) $ (12,865)
Basic net income (loss) per share $ 2.35 $ (2.58) $ (0.23) $ (0.44)
Diluted net income (loss) per share $ 2.29 $ (2.51) $ (0.22) $ (0.44)

(in thousands) March 31, 2018
December 31,

2017
As Reported
(ASC 606) Adjustments ASC 605

As Reported
(ASC 605)

Prepaid expenses and other current assets 5,616 (4,847) 769 736
Other non-current assets 4,808 (4,500) 308 344
Deferred revenue - current (4,920) (9,521) (14,441) (4,424)
Long-term deferred revenue (33,665) (76,160) (109,825) (22,303)
Accumulated Deficit 83,398 95,027 178,425 171,616

Contracted Revenue

Based on contracts signed and payments received as of March 31, 2018, the Company expects to recognize $38.6 million revenue
related to Performance Obligation B under its fixed fee license agreements, which is satisfied over time, including $14.3 million over
one to three years, and $24.3 million over more than three years, respectively.

3. FAIR VALUE MEASUREMENTS

Cash Equivalents and Short-term Investments

The financial instruments of the Company measured at fair value on a recurring basis are cash equivalents and short-term
investments.

The Company’s fixed income available-for-sale securities consist of high quality, investment grade securities. The Company values
these securities based on pricing from pricing vendors, who may use quoted prices in active markets for identical assets (Level 1) or
inputs other than quoted prices that are observable either directly or indirectly (Level 2) in determining fair value.

The types of instruments valued based on quoted market prices in active markets include money market accounts. Such instruments
are generally classified within Level 1 of the fair value hierarchy.
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The types of instruments valued based on quoted prices in markets that are less active, broker or dealer quotations, or alternative
pricing sources with reasonable levels of price transparency are generally classified within Level 2 of the fair value hierarchy and
include U.S. treasury securities.

The types of instruments valued based on unobservable inputs which reflect the reporting entity’s own assumptions or data that
market participants would use in valuing an instrument are generally classified within Level 3 of the fair value hierarchy. The Company
had no Level 3 instruments as of March 31, 2018 and December 31, 2017.

Financial instruments measured at fair value on a recurring basis as of March 31, 2018 and December 31, 2017 are classified based
on the valuation technique in the table below:

March 31, 2018
Fair value measurements using

(in thousands)

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

Assets:
U.S. Treasury securities $ — $ 19,842 $ — $ 19,842
Money market accounts 56,273 — — 56,273
Total assets at fair value $ 56,273 $ 19,842 $ — $ 76,115

The above table excludes $62.9 million of cash held in banks.

December 31, 2017
Fair value measurements using

(in thousands)

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

Assets:
U.S. Treasury securities $ — $ 21,916 $ — $ 21,916
Money market accounts 1,117 — — 1,117
Total assets at fair value $ 1,117 $ 21,916 $ — $ 23,033

The above table excludes $23.5 million of cash held in banks.

U.S. Treasury securities are classified as short-term investments, and money market accounts are classified as cash equivalents on
the Company’s condensed consolidated balance sheets.

Short-term Investments

March 31, 2018

(in thousands)
Amortized

Cost

Gross
Unrealized

Holding
Gains

Gross
Unrealized

Holding
Losses

Fair
Value

U.S. Treasury securities $ 19,860 $ — $ (18) $ 19,842
Total $ 19,860 $ — $ (18) $ 19,842
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December 31, 2017

(in thousands)
Amortized

Cost

Gross
Unrealized

Holding
Gains

Gross
Unrealized

Holding
Losses

Fair
Value

U.S. Treasury securities $ 21,939 $ — $ (23) $ 21,916
Total $ 21,939 $ — $ (23) $ 21,916

The contractual maturities of the short-term investments (classified as available-for-sale securities) on March 31, 2018 and
December 31, 2017 were all due within one year. There were no transfers of instruments between Level 1 and 2 during the three months
ended March 31, 2018 and the year ended December 31, 2017.

4. ACCOUNTS AND OTHER RECEIVABLES

(in thousands) March 31, 2018 December 31, 2017
Trade accounts receivable $ 2,279 $ 458
Other receivables 388 348
Accounts and other receivables $ 2,667 $ 806

There was no estimated allowance for doubtful accounts as of March 31, 2018 and December 31, 2017.

5. PROPERTY AND EQUIPMENT

(in thousands) March 31, 2018 December 31, 2017
Computer equipment and purchased software $ 3,212 $ 3,206
Machinery and equipment 834 834
Furniture and fixtures 1,146 1,274
Leasehold improvements 3,920 3,920

Total 9,112 9,234
Less accumulated depreciation (6,209) (6,084)
Property and equipment, net $ 2,903 $ 3,150

6. OTHER CURRENT LIABILITIES

(in thousands) March 31, 2018 December 31, 2017
Accrued legal $ 2,182 $ 2,202
Income taxes payable 118 219
Other current liabilities 996 1,475
Total other current liabilities $ 3,296 $ 3,896

7. RESTRUCTURING COSTS
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In the fourth quarter of 2017, the Company executed a series of restructuring actions designed to sharpen the Company’s strategic
focus and establish a more cost-efficient operating structure. The restructuring activities primarily focused on a reduction of the
Company’s global workforce in conjunction with steps taken to:

• Significantly reduce the Company’s presence in China and focus its efforts on Mobile OEM licensing in that region;
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• Cease its Mobile Advertising activities; and

• Narrow its focus in the Gaming and VR/AR markets on development efforts to bolster its IP licensing model in these markets

The restructuring plan is expected to increase internal efficiencies through the consolidation of certain sites of operation and has
resulted in the elimination of approximately 56 positions, or 41%, of the worldwide employee base.

For the year ended December 31, 2017, the Company recorded restructuring expenses of $1.6 million. There were no additional
restructuring activities during the three months ended March 31, 2018. The following table summarizes certain minor adjustments to the
2017 restructuring costs that were reflected in the consolidated statements of operations for the three months ended March 31, 2018.
There were no restructuring costs for the three months ended March 31, 2017.

Three Months Ended March 31, 2018
(in thousands) Employee Separation Costs Asset-Related Charges Other Total
Restructuring $ (44) $ — $ — $ (44)

Employee separation costs are associated with worldwide headcount reductions. Asset-related charges consist primarily of
accelerated depreciation costs related to the closure of one of the Company’s offices in China. Accelerated depreciation costs represent
the difference between the depreciation expense as determined using the useful life of the assets prior to the restructuring activities and
the revised useful life resulting from the restructuring activities. Other expenses consist primarily of lease termination expenses related
to the closure of one of the Company’s offices in China.

Substantially all accrued amounts related to the 2017 restructuring activities were paid during the first quarter of 2018. The
following table presents a reconciliation of the restructuring reserve recorded within accrued liabilities on the Company’s condensed
consolidated balance sheet as of March 31, 2018:

Three Months Ended March 31, 2018
(in thousands) Employee Separation Costs Asset-Related Charges Other Total
Balance as of December 31, 2017 $ 1,522 $ — $ 57 $ 1,579
Charges — — — —
Adjustments (44) — — (44)
Non-cash activity — — (26) (26)
Cash Payments (1,468) — (1,468)

Balance as of March 31, 2018 10 — 31 41

8. STOCK-BASED COMPENSATION

Stock Options and Awards

The Company’s equity incentive program is a long-term retention program that is intended to attract, retain, and provide incentives
for talented employees, consultants, officers, and directors and to align stockholder and employee interests. The Company may grant
time based options, market condition based options, stock appreciation rights, restricted stock, restricted stock units (“RSUs”),
performance shares, performance units, and other stock-based or cash-based awards to employees, officers, directors, and consultants.
Under this program, stock options may be granted at prices not less than the fair market value on the date of grant for stock options.
These options generally vest over four years and expire from seven to ten years from the date of grant. In addition to time based vesting,
market condition based options are subject to a market condition: the closing price of the Company stock must exceed a certain level for
a number of trading days within a specified timeframe or the options will be cancelled before the expiration of the options. On June 2,
2017, the Company's stockholders approved an increase to the number of shares reserved for issuance by 3,476,850 shares. Restricted
stock generally vests over one year. RSUs generally vest over three years. Awards granted other than an option or stock appreciation
right reduce the common stock shares available for grant under the program by 1.75 shares for each share issued.
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March 31, 2018
Common stock shares available for grant 1,653,597
Standard and market condition stock options outstanding 2,726,207
Restricted stock awards outstanding 44,538
RSU's outstanding 1,210,086

Employee Stock Purchase Plan

The Company has an Employee Stock Purchase Plan (“ESPP”). Under the ESPP, eligible employees may purchase common stock
through payroll deductions at a purchase price of 85% of the lower of the fair market value of the Company’s common stock at the
beginning of the offering period or the purchase date. Participants may not purchase more than 2,000 shares in a six-month offering
period or purchase stock having a value greater than $25,000 in any calendar year as measured at the beginning of the offering period. A
total of 1,000,000 shares of common stock has been reserved for issuance under the ESPP. As of March 31, 2018, 711,967 shares had
been purchased since the inception of the ESPP in 1999. Under ASC 718-10, the ESPP is considered a compensatory plan and the
Company is required to recognize compensation cost related to the fair value of the award purchased under the ESPP. Shares purchased
under the ESPP for the three months ended March 31, 2018 are listed below. Shares purchased under the ESPP for the three months
ended March 31, 2017 are 27,667. The intrinsic value listed below is calculated as the difference between the market value on the date
of purchase and the purchase price of the shares.

Three Months Ended
March 31, 2018

Shares purchased under ESPP 13,834
Average price of shares purchased under ESPP $ 7.11
Intrinsic value of shares purchased under ESPP $ 45,000

Summary of Standard Stock Options

The following table sets forth the summary of activity with respect to standard stock options granted under the Company’s stock
option plans for the three months ended March 31, 2018:

Three Months Ended
March 31, 2018

Beginning outstanding balance 3,277,991
Granted 167,500
Exercised (922,842)
Forfeited (25,103)
Expired (43,420)
Ending outstanding balance 2,454,126
Aggregate intrinsic value of options exercised $ 4,726,000
Weighted average fair value of options granted $ 5.48

The aggregate intrinsic value is calculated as the difference between the exercise price of the underlying awards and the exercise
price of the Company’s common stock for the options that were in-the-money.

Information regarding these standard stock options outstanding at March 31, 2018 is summarized below:
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Number of
Shares

Weighted
Average
Exercise

Price

Weighted
Average

Remaining
Contractual
Life (years)

Aggregate
Intrinsic

Value
(in millions)

March 31, 2018
Options outstanding 2,454,126 $ 8.69 3.42 $ 8.0
Options vested and expected to vest using estimated
forfeiture rates 2,334,242 8.66 3.28 7.7
Options exercisable 1,730,105 $ 8.56 2.33 $ 5.9

Summary of Market Condition Based Stock Options

The Company continued to have an outstanding balance of 272,081 market condition based stock options as of both December 31,
2017 and March 31, 2018. No activity noted in the period presented.

Summary of Restricted Stock Units

RSU activity for the three months ended March 31, 2018 was as follows:

Three Months Ended
March 31, 2018

Beginning outstanding balance 508,880
Awarded 912,793
Released (156,781)
Forfeited (54,806)
Ending outstanding balance 1,210,086
Weighted average fair value on grant date of RSUs $ 11.84
Total fair value of RSUs released $ 1,860,000

Information regarding RSUs outstanding at March 31, 2018 is summarized below:

Number of
Shares

Weighted
Average

Remaining
Contractual
Life (years)

Aggregate
Intrinsic

Value
(in millions)

March 31, 2018
RSUs outstanding 1,210,086 1.35 $ 14.5
RSUs vested and expected to vest using estimated forfeiture rates 938,701 1.25 $ 11.2

Summary of Restricted Stock Awards

Restricted stock award activity for the three months ended March 31, 2018 was as follows:

Three Months Ended
March 31, 2018

Beginning outstanding balance 44,538
Awarded —
Released —
Forfeited —
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Ending outstanding balance 44,538
Weighted average grant date fair value of restricted stock awarded $ —
Total fair value of restricted stock awards released —

Stock Plan Assumptions
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The assumptions used to value option grants under the Company’s stock plans were as follows:

Three Months Ended March 31,
2018 2017

Standard Stock Options
Expected life (in years) 4.4 4.6
Volatility 54% 56%
Interest rate 2.5% 1.9%
Dividend yield N/A N/A

Three Months Ended March 31,
2018 2017

Market Condition Based Stock Options
Expected life (in years) 7.0 7.0
Volatility 59% 59%
Interest rate 1.6% 1.6%
Dividend yield N/A N/A

Three Months Ended March 31,
2018 2017

Employee Stock Purchase Plan
Expected life (in years) 0.5 0.5
Volatility 74% 50%
Interest rate 1.7% 0.7%
Dividend yield N/A N/A

Compensation Costs

Total stock-based compensation recognized in the condensed consolidated statements of operations and comprehensive income
(loss) is as follows:

(in thousands)
Three Months Ended March

31,
2018 2017

Statement of Operations Classifications
Sales and marketing $ (67) $ 210
Research and development 256 336
General and administrative 1,033 1,011
Total $ 1,222 $ 1,557

As of March 31, 2018, there was $12.7 million of unrecognized compensation cost, adjusted for estimated forfeitures, related to
non-vested stock options, restricted stock awards and RSUs granted to the Company’s employees and directors. This cost will be
recognized over an estimated weighted-average period of approximately 2.56 years for standard options, 1.80 years for RSUs, and 0.17
years for restricted stock awards. Total unrecognized compensation cost will be adjusted for future changes in estimated forfeitures.
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9. STOCKHOLDERS’ EQUITY

Accumulated Other Comprehensive Income

The changes in accumulated other comprehensive income are included in the table below.

Three Months Ended March 31, 2018

(in thousands)

Unrealized Gains
and Losses on

Short-term
Investments

Foreign
Currency

Items Total
Beginning balance $ (23) $ 122 $ 99
Other comprehensive income before reclassifications 5 — 5
Amounts reclassified from accumulated other comprehensive income — — —
Net current period other comprehensive income 5 — 5
Ending Balance $ (18) $ 122 $ 104

Stock Repurchase Program

On November 1, 2007, the Company announced its Board of Directors (the "Board")’ authorized the repurchase of up to $50.0
million of the Company’s common stock (“Stock Repurchase Program”). In addition, on October 22, 2014, the Board authorized
another $30.0 million under the share repurchase program. The Company may repurchase its common stock for cash in the open market
in accordance with applicable securities laws. The timing and amount of any stock repurchase will depend on share price, corporate and
regulatory requirements, economic and market conditions, and other factors. The stock repurchase authorization has no expiration date,
does not require the Company to repurchase a specific number of shares, and may be modified, suspended, or discontinued at any time.

There were no stock repurchase during the three months ended March 31, 2018 and 2017. As of March 31, 2018, the Stock
Repurchase Program remains available with approximately $33.4 million that may yet be purchased under the program.

Stockholders Right Plan

On December 26, 2017, the Board declared a dividend of one right (a “Right”) for each of the Company's issued and outstanding
shares of common stock, par value $0.001 per share. The dividend was paid to the stockholders of record at the close of business on
January 8, 2018 (the “Record Date”). Each Right entitles the holder to purchase from the Company one one-thousandth of a share of the
Company’s Series B Junior Participating Preferred Stock (the “Preferred Stock”) at a price of $30.00(the “Exercise Price”), subject to
certain adjustments and contingently issuable.

There were no rights exercised during the three months ended March 31, 2018 and 2017.

10. INCOME TAXES

Income tax provisions consisted of the following:

(in thousands)
Three Months Ended March

31,
2018 2017

Income (loss) from continuing operations before provision for income taxes
$ 70,336 $ (12,713)

Provision for income taxes $ (453) $ (152)
Effective tax rate 0.6% (1.2)%

The provision for income tax for the three months ended March 31, 2018 resulted primarily from estimated foreign taxes included
in the calculation of the effective tax rate. The Company continues to carry a full valuation allowance on its federal deferred tax assets.
As a result, no provision for U.S. sourced income was included in the calculation, the primary reason for the difference between the
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estimated foreign taxes and foreign withholding tax expense.
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On December 22, 2017, the U.S. Tax Cuts and Jobs Act (the “Tax Act”) was passed into law. The Act reduces the US federal
corporate income tax rate from 35% to 21%, requires companies to pay a one-time transition tax on earnings of certain foreign
subsidiaries that were previously tax deferred and creates new taxes on certain foreign sourced earnings. In addition, the Act introduced
the Base Erosion and Anti-Abuse Tax (“BEAT”), which creates a new tax on certain related party payments.

During December 2017, the SEC staff issued Staff Accounting Bulletin No. 118 (“SAB 118”), which provided guidance on
accounting for the federal tax rate change and other tax effects of the Tax Act. SAB 118 provided a measurement period that should not
extend beyond one year from the Tax Act enactment date for companies to complete the accounting under ASC 740, Income Taxes. In
accordance with SAB 118, a company must reflect the income tax effects of those aspects of the Tax Act for which the accounting under
ASC 740 is complete. To the extent that a company’s accounting for certain income tax effects of the Tax Act is incomplete, but the
company is able to determine a reasonable estimate, it must record a provisional estimate in its financial statements. If a company
cannot determine a provision estimate to be included in the financial statements, it should continue to apply ASC 740 on the basis of the
provisions of the tax laws that were in effect immediately before the enactment of the Tax Act.

In connection with the Company's adoption of the Tax Act and consideration of SAB 118, the following updates have been made to
the Company's income tax provision. In the fourth quarter of 2017, the Company recorded a $12.9 million reduction to deferred tax
assets and related valuation allowance in connection with the re-measurement of certain deferred tax assets and liabilities, resulting in
no impact to its results of operations. The Company estimated that no current tax expense should be recorded in connection with the
transition tax on the mandatory deemed repatriation of foreign earnings, a provisional estimate at December 31, 2017. There have been
no changes as of March 31, 2018. Additional work is necessary to complete a more detailed analysis of the Company’s deferred tax
assets and liabilities and historical foreign earnings as well as potential correlative adjustments.

For the Global Intangible Low-Taxed Income (“GILTI”) provisions of the Tax Act, the Company has not yet completed its
assessment or elected an accounting policy to either recognize deferred taxes for basis differences expected to reverse as GILTI or to
record GILTI as period costs if and when incurred. At March 31, 2018, because the Company is still evaluating the GILTI provisions
and the analysis of future taxable income that is subject to GILTI, the Company has included GILTI related to current-year operations
only in its annual effective tax rate calculation and has not provided additional GILTI on deferred items. Additionally, the Company has
determined that it is has not met the threshold requirements of the BEAT.

The Company has made a reasonable estimate of the effects of the Act as of March 31, 2018 in accordance with guidance in SAB
118. The Company will continue to monitor the estimated impacts as additional guidance is released. Any adjustments recorded to the
provisional amounts through fourth quarter 2018 may be included in net income as an adjustment to tax expense.

As of March 31, 2018, the Company had unrecognized tax benefits under ASC 740 “Income Taxes” of approximately $4.3 million
and applicable interest of $12,000. The total amount of unrecognized tax benefits that would affect the Company’s effective tax rate, if
recognized, is $556,000. The Company’s policy is to account for interest and penalties related to uncertain tax positions as a component
of income tax provision. We do not expect to have any significant changes to unrecognized tax benefits during the next twelve months.

As of March 31, 2018, the Company had net deferred income tax assets of $371,000 consisting primarily of foreign net operating
loss carryforwards, and deferred income tax liabilities of $80,000. Because the Company had net operating loss and credit
carryforwards, there are open statutes of limitations in which federal, state, and foreign taxing authorities may examine the Company’s
tax returns for all years from 1998 through the current period.

The Company maintains a valuation allowance of $37.6 million against certain of its deferred tax assets, including all federal, state,
and certain foreign deferred tax assets as a result of uncertainties regarding the realization of the asset balance due to historical losses,
the variability of operating results, and uncertainty regarding near term projected results. In the event that the Company determines the
deferred tax assets are realizable based on its assessment of relevant factors, an adjustment to the valuation allowance may increase
income in the period such determination is made. The valuation allowance does not impact the Company’s ability to utilize the
underlying net operating loss carryforwards.

11. NET INCOME (LOSS) PER SHARE

Basic and diluted net income (loss) per share is computed using the weighted average number of common shares outstanding for
the period, excluding unvested restricted stock and RSUs. The following is a reconciliation of the numerators and denominators used in
computing basic and diluted net loss per share for both continuing and discontinued operations:
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Three months ended March
31,

2018 2017

(in thousands, except
per share amounts)

Numerator:
Net income (loss) $ 69,883 $ (12,865)

Denominator:
Shares used in computation of basic net income (loss) per share (weighted average
common shares outstanding) 29,700 29,024
Dilutive potential common shares:

Stock options, ESPP, restricted Stock and RSUs 866 —
Shares used in computation of diluted net income (loss) per share 30,566 29,024

Basic net income (loss) per share $ 2.35 $ (0.44)
Diluted net income (loss) per share $ 2.29 $ (0.44)

The Company includes the underlying market condition stock options in the calculation of diluted earnings per share if the
performance condition has been satisfied as of the end of the reporting period and excludes such options if the performance condition
has not been met.

For the three months ended March 31, 2018, standard stock options to purchase approximately 551,000 shares of common stock,
with exercise prices greater than the average fair market value of the Company’s stock of $10.14 per share, were not included in the
calculation because the effect would have been anti-dilutive.

As of March 31, 2017, the Company had securities outstanding that could potentially dilute basic earnings per share in the future,
but these were excluded from the computation of diluted net loss per share for the three months ended March 31, 2017, since their effect
would have been anti-dilutive. These outstanding securities consisted of the following:

March 31, 2017
Standard and market condition stock options outstanding 3,616,995
Restricted stock awards outstanding 77,540
RSUs outstanding 403,935
ESPP 11,889
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12. CONTINGENCIES

From time to time, the Company receives claims from third parties asserting that the Company’s technologies, or those of its
licensees, infringe on the other parties’ IP rights. Management believes that these claims are without merit. Additionally, periodically,
the Company is involved in routine legal matters and contractual disputes incidental to its normal operations. In management’s opinion,
the resolution of such matters will not have a material adverse effect on the Company’s consolidated financial condition, results of
operations, or liquidity.

In the normal course of business, the Company provides indemnification of varying scope to customers, most commonly to
licensees in connection with licensing arrangements that include our IP, although these provisions can cover additional matters.
Historically, costs related to these guarantees have not been significant, and the Company is unable to estimate the maximum potential
impact of these guarantees on its future results of operations.

On April 28, 2017, Immersion Corporation and Immersion Software Ireland Limited (collectively, “Immersion”) received a letter
from Samsung Electronics Co. (“Samsung”) requesting that Immersion reimburse Samsung with respect to withholding tax and
penalties imposed on Samsung by the Korean tax authorities following an investigation where the tax authority determined that
Samsung failed to withhold taxes on Samsung’s royalty payments to Immersion Software Ireland from 2012 to 2016. On July 12, 2017,
Immersion filed an appeal with the Korea Tax Tribunal regarding their findings with respect to the withholding taxes and penalties.

On September 29, 2017, Samsung filed an arbitration demand with the International Chamber of Commerce against Immersion
demanding that Immersion reimburse Samsung for the imposed tax and penalties that Samsung paid to the Korean tax authorities.
Samsung is requesting that Immersion pay Samsung the amount of KRW7,841,324,165 (approximately $6.3 million) plus interest from
and after May 2, 2017, plus the cost of the arbitration including legal fees. The Company denies liability, and has asked the International
Chamber of Commerce to postpone the arbitration until the tax appeal is resolved. The arbitration panel conducted an initial status
conference on February 7, 2018. The panel denied our motion and has proposed a procedural schedule with a hearing in July 2018. We
filed our Statement of Defense and Counterclaim on April 16, 2018. Immersion believes that there are valid defenses to all of the claims
from the Korean tax authorities and that Samsung’s claims are without merit. Immersion intends to vigorously defend against these
claims and as a result, Immersion has concluded that the likelihood of a material charge resulting from this claim is remote. In the event
Samsung were to prevail in the arbitration in advance of the conclusion of the appeal with the Korea Tax Tribunal, Immersion could be
required to make a payment to Samsung even though it would later be reimbursed should Immersion prevail in the appeal.

On October 16, 2017, Immersion received a letter from LG Electronics Inc. (“LGE”) requesting that Immersion reimburse LGE
with respect to withholding tax imposed on LGE by the Korean tax authorities following an investigation where the tax authority
determined that LGE failed to withhold on LGE’s royalty payments to Immersion Software Ireland from 2012 to 2014. On November
3, 2017, Immersion filed an appeal with the Korea Tax Tribunal regarding their findings with respect to the withholding taxes.
Immersion believes that there are valid defenses to the claims raised by the Korean tax authorities and that LGE’s claims are without
merit. The Company intends to vigorously defend itself against these claims and as a result, has concluded that the likelihood of a
material charge resulting from the claim from LGE to be remote.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

This Quarterly Report on Form 10-Q includes forward-looking statements within the meaning of Section 27A of the Securities Act
of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
The forward-looking statements involve risks and uncertainties. Forward-looking statements are identified by words such as
“anticipates,” “believes,” “expects,” “intends,” “may,” “will,” "places," and other similar expressions. However, these words are not the
only way we identify forward-looking statements. In addition, any statements, which refer to expectations, projections, or other
characterizations of future events, or circumstances, are forward-looking statements. Actual results could differ materially from those
projected in the forward-looking statements as a result of a number of factors, including those set forth below in “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and “Risk Factors”, those described elsewhere in this report,
and those described in our other reports filed with the SEC. We caution you not to place undue reliance on these forward-looking
statements, which speak only as of the date of this report, and we undertake no obligation to update these forward-looking statements
after the filing of this report. You are urged to review carefully and consider our various disclosures in this report and in our other
reports publicly disclosed or filed with the SEC that attempt to advise you of the risks and factors that may affect our business.

OVERVIEW

We are a premier licensing company focused on the creation, design, development, and licensing of innovative haptic technologies
that allow people to use their sense of touch more fully as they engage with products and experience the digital world around them.
Our mission is to innovate touch technology that informs, humanizes, and excites while working with customers and partners to bring
these tactile experiences to consumers. Our technologies are designed to facilitate the creation of high-quality haptic experiences, enable
their widespread distribution, and ensure that their playback is optimized for end users. Our primary business is currently in the mobility,
gaming, automotive and medical markets, but we believe our technology is broadly applicable and see opportunities in evolving new
markets, including wearables and virtual and augmented reality.

We have adopted a hybrid business model, under which we provide advanced tactile software, related tools, and technical assistance
designed to help integrate our patented technology into our customers’ products or enhance the functionality of our patented technology,
and offer licenses of our patented technology to our customers. Our licenses allow our customers to deploy haptically-enabled devices,
content and other offerings, which they typically sell under their own brand names. We and our wholly-owned subsidiaries hold more
than 2,900 issued or pending patents worldwide, covering a wide range of digital technologies and including many of the ways in which
touch-related technology can be incorporated into and between hardware products and components, systems software, application
software, and digital content.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our discussion and analysis of our financial condition and results of operations are based upon our condensed consolidated
financial statements, which have been prepared in accordance with GAAP. The preparation of these condensed consolidated financial
statements requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues,
expenses, and related disclosure of contingent assets and liabilities. On an ongoing basis, we evaluate our estimates and assumptions,
including those related to revenue recognition, stock-based compensation, income taxes, contingencies, and litigation. We base our
estimates and assumptions on historical experience and other factors that we believe to be reasonable under the circumstances, the
results of which form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these estimates and assumptions.

Our critical accounting policies and estimates are important to the portrayal of our financial condition and results of operations, and
require us to make judgments and estimates about matters that are inherently uncertain. With the exception of our adoption of ASC 606,
there have been no material changes during the three months ended March 31, 2018 to the items we disclosed in the section"Critical
Accounting Policies and Estimates" included in Item 7 and the section "Significant Accounting Policies" (Note 1) included in Item 8 of
our Annual Report on Form 10-K for the fiscal year ended December 31, 2017. Refer to Note 1 and Note 2 to the condensed
consolidated financial statements for our revised policies related to revenue recognition and related estimates after our adoption of ASC
606.
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RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED MARCH 31, 2018 AND 2017

Overview

Total revenues increased by $76.2 million, or 826%, for the three months ended March 31, 2018 compared to the three months
ended March 31, 2017.

Net income was $69.9 million for the three months ended March 31, 2018 compared to a net loss of $12.9 million for the three
months ended March 31, 2017. The $82.7 million change was primarily driven by an increase of $76.2 million in total revenues and a
decrease of $6.8 million in operating expenses.

As discussed above, we adopted the new revenue standard, ASC 606, effective January 1, 2018. Consistent with the modified
retrospective transaction method, our results of operations for periods prior to our adoption of ASC 606 remain unchanged. As a result,
the $76 million increase in total revenues compared to the same period a year ago primarily resulted from a change in accounting policy
arising from the adoption of ASC 606. The impact of adoption included revenue of $72.3 million primarily related to fixed fee license
agreements and $4.4 million primarily related to per-unit royalty agreements which would not have been reported as revenue under the
previous standard.

Total Revenues - Three Months Ended March 31, 2018 Compared to Three Months Ended March 31, 2017

Three Months Ended
March 31, Components of Changes

(in thousands) 2018 2017 Change Change
%

Due to
ASC 606
Adoption

Net of ASC 606
Adoption Effect Total

Fixed fee license revenue $ 75,756 $ 2,510 $73,246 2,918 % $ 72,341 $ 905 $ 73,246
Per-unit royalty revenue 9,579 6,496 3,083 47 % 4,351 (1,268) 3,083
Total royalty and license revenue 85,335 9,006 76,329 848 % 76,692 (363) 76,329
Development, services, and other 81 218 (137) (63)% — (137) (137)
Total Revenues $ 85,416 $ 9,224 $76,192 826 % $ 76,692 $ (500) $ 76,192

Royalty and license revenue — Royalty and license revenue is composed of per unit royalties earned based on usage or net sales by
licensees and fixed payment license fees charged for our IP and software. Royalty and license revenue for the three months ended
March 31, 2018 increased by $76.3 million, or 848%, compared to $9.0 million for the three months ended March 31, 2017. Royalty
and license revenue for the three months ended March 31, 2018 would be slightly lower, if reported under ASC 605, than the reported
royalty and license revenue for the three months ended March 31, 2017.

Per-unit royalty revenue increased by $3.1 million, or 47%, from $6.5 million for the three months ended March 31, 2017 to $9.6
million for the three months ended March 31, 2018. Per-unit royalty revenue for the three months ended March 31, 2018 would be
$(1.3) million lower, if reported under ASC 605, than per-unit royalty revenue for the three months ended March 31, 2017.

Fixed fee license revenue increased by $73.2 million, or 2,918%, from $2.5 million for the three months ended March 31, 2017 to
$75.8 million for the three months ended March 31, 2018. The increase was primarily stemmed from new customer agreements
executed during the first quarter in 2018 for which we recorded revenue in accordance with ASC 606.

We expect royalty and license revenue to continue to be a major component of our future revenue as our technology is included in
products and we succeed in our efforts to monetize our IP. We expect our royalty and license revenue could fluctuate dramatically
depending upon the timing of execution of new fixed license fee arrangements, due to the adoption of ASC 606. We historically
experienced seasonally higher royalty revenue from our gaming and mobility customers due to the reporting of holiday sales in the first
calendar quarter compared to other calendar quarters. Due to the elimination of the one-quarter lag in reporting royalty income, we now
expect to experience this seasonal impact in the first calendar quarter. We anticipate that our gaming royalty and license revenue will
continue to decline until we are successful in proving the relevance of our IP. We anticipate a continuous reduction in royalty and
license revenue in the future from our medical customers as a percentage of our consolidated royalty and license revenue, as this line of
business is a less significant portion of our overall business focus. Refer to Note 1 and Note 2 to the condensed consolidated financial
statements for our revised revenue recognition policies and the impact of the adoption of ASC 606.

Geographically, revenues generated in North America, Europe, and Asia for the three months ended March 31, 2018 represented
89%, 8%, and 3%, respectively, of our total revenue as compared to 41%, 14%, and 45%, respectively, for the three months ended
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decreased primarily due to lower revenue from gaming and medical customers, partially offset by increased revenue from automotive
customers in the region. Revenue attributable to Asia as a percentage of total revenue decreased primarily due to declining revenue from
mobility, gaming and automotive customers in the region.

Operating Expenses

March 31, Change % Change

(in thousands) 2018 2017

Sales and marketing $ 1,220 $ 3,305 $ (2,085) (63)%
% of total revenue 1% 36% (35)%

Research and development $ 2,820 $ 3,196 $ (376) (12)%
% of total revenue 3% 35% (32)%

General and administrative $ 11,236 $ 15,532 $ (4,296) (28)%
% of total revenue 13% 168% (155)%

Sales and Marketing — Our sales and marketing expenses are composed primarily of employee compensation and benefits, sales
commissions, advertising, trade shows, collateral marketing materials, market development funds, travel, and an allocation of facilities
costs. Sales and marketing expenses decreased $2.1 million, or 63%, for the three months ended March 31, 2018 as compared to the
three months ended March 31, 2017, including decreases of $1.6 million in compensation, benefits, and other related costs due to
decreased headcount following our restructuring actions in December 2017, $260,000 in marketing and advertising costs, and $203,000
in travel costs. We believe that continued investment in sales and marketing is critical to our future success, and we expect to continue
making targeted investments to expand market acceptance for our touch technologies across the markets we serve.

Research and Development — Our research and development expenses are composed primarily of employee compensation and
benefits, consulting fees, tooling and supplies, and an allocation of facilities costs. Research and development expenses decreased
$376,000, or 12%, for the three months ended March 31, 2018 as compared to the three months ended March 31, 2017 primarily caused
by a $227,000 decrease in compensation, benefits, and other related costs due to decreased headcount and a $139,000 decrease in
outside services reflecting redirected development efforts. We believe that continued investment in research and development is critical
to our future success, and we expect to continue making targeted investments in areas of research and technology development to
support future growth in key market.

General and Administrative — Our general and administrative expenses are composed primarily of employee compensation and
benefits; legal and professional fees; external legal costs for patents; office supplies; travel; and an allocation of facilities costs. General
and administrative expenses decreased $4.3 million, or 28%, for the three months ended March 31, 2018 as compared to the three
months ended March 31, 2017. The decrease was primarily related to our decreased legal expenses for $4.1 million during the first
quarter of 2018, including a $4.9 million decrease in litigation expense relating to ongoing proceedings including our recently settled
and concluded litigation against Apple and AT&T Mobility, a $474,000 decrease in licensing fee expenses, partially offset by a
$749,000 increase in patent related legal, filing, and maintenance costs, and a $541,000 increase in general legal services. Our general
and administrative expenses will continue to be significant in 2018 as we manage our business and strategic opportunities and continue
to file, maintain, license, and enforce our IP and contractual rights, and defend any lawsuits brought against us or that we initiate against
others to enforce our IP or contractual rights.

Provision for taxes

March 31, Change % Change

2018 2017

(Dollars in thousands)

Three months ended:
Provision for income taxes $ (453) $ (152) $ (301) 198%
Income (loss) before provision for income taxes 70,336 (12,713)
Effective tax rate 0.6% (1.2)%
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assets. As a result, no provision for U.S. sourced income was included in the calculation, the primary reason for the difference between
the statutory tax rate and effective tax rate. The provision for income tax for the three months ended March 31, 2017 resulted primarily
from estimated foreign taxes and foreign withholding tax expense.

The year-over-year change in provision for income taxes resulted primarily from an increase in estimated foreign taxes due in part
from the inclusion of accelerated income arising from the adoption of ASC 606.

On December 22, 2017, the U.S. Tax Cuts and Jobs Act (the “Tax Act”) was passed into law. The Act includes many provisions;
including reducing the US federal corporate income tax rate from 35% to 21%, requiring companies to pay a one-time transition tax on
earnings of certain foreign subsidiaries that were previously tax deferred and creating new taxes on certain foreign sourced earnings. We
have made a reasonable estimate of the effects of the Act as of March 31, 2018, in accordance with guidance in SAB 118. We will
continue to monitor the estimated impacts as additional guidance is released. Any adjustments recorded to the provisional amounts
through fourth quarter 2018 will be included in net income as an adjustment to tax expense.

We continue to maintain a valuation allowance of $37.6 million against certain of our deferred tax assets, including all federal,
state, and certain foreign deferred tax assets as a result of uncertainties regarding the realization of the asset balance due to historical
losses, the variability of operating results, and uncertainty regarding near term projected results. In the event that we determine the
deferred tax assets are realizable based on an assessment of relevant factors, an adjustment to the valuation allowance may increase
income in the period such determination is made. The valuation allowance does not impact our ability to utilize the underlying net
operating loss carryforwards.

We also maintain liabilities for uncertain tax positions. As of March 31, 2018, we had unrecognized tax benefits under ASC 740
“Income Taxes” of approximately $4.3 million and applicable interest of $12,000. The total amount of unrecognized tax benefits that
would affect our effective tax rate, if recognized, is $556,000.

LIQUIDITY AND CAPITAL RESOURCES

Our cash, cash equivalents, and short-term investments consist primarily of money market funds and treasury bills and government
agency securities. All of our short-term investments are classified as available-for-sale. The securities are stated at market value, with
unrealized gains and losses reported as a component of accumulated other comprehensive income within stockholders’ equity.

On March 31, 2018, our cash, cash equivalents, and short-term investments totaled $139.0 million, an increase of $92.5 million
from $46.5 million on December 31, 2017.

Cash provided by (used in) operating activities

Net cash provided by operating activities was $86.2 million during the three months ended March 31, 2018 compared to $14.3
million cash used in operating activities during the three months ended March 31, 2017. The $100.5 million change was primarily due
to $82.7 million increase from $12.9 million net loss for the first quarter in 2017 to $69.9 million net income for the first quarter in
2018, $27.2 million increase in the year-over-year change in deferred revenue, partially offset by the increase of $4.5 million in the
year-over-year change in other assets. The increases in the year-over-year changes in deferred revenue and other assets were mainly
driven by the effect of our adoption of ASC 606.

Cash provided by investing activities

Net cash provided by investing activities during the three months ended March 31, 2018 was $2.1 million, an increase of $2.1
million compared to $14,000 cash used in investing activities during the three months ended March 31, 2017. Net cash provided by
investing activities during the current period consisted of maturities of short-term investments of $11.0 million, partially offset by
purchases of short-term investments of $8.9 million and purchases of property, plant, and equipment of $6,000.

Cash provided by financing activities

Net cash provided by financing activities during the three months ended March 31, 2018 was $6.2 million, an increase of $5.6
million compared to $576,000 cash provided by financing activities during the three months ended March 31, 2017. Net cash provided
by financing activities during the current period consisted of exercises of stock options of $6.1 million and the issuance of common
stock under our ESPP of $98,000.
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least the next twelve months. Of our total cash, cash equivalents, and short-term investments of $139.0 million on March 31, 2018,
5% was held by our foreign subsidiaries and subject to repatriation tax effects. Our intent is to permanently
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reinvest all of our earnings from foreign operations, and current plans do not anticipate that we will need funds generated from foreign
operations to fund our domestic operations. We will continue to invest in, protect, and defend our extensive IP portfolio, which is
expected to result in the continued use of cash during period of active litigation. At March 31, 2018, there was $33.4 million remaining
under our previously-approved share repurchase program. We anticipate that capital expenditures for property and equipment for the
year ended December 31, 2018 will be less than $1.0 million. Cash from operations could also be affected by various risks and
uncertainties, including but not limited to the risks detailed in Part II, Item 1A titled “Risk Factors”. Additionally, if we acquire
businesses, patents, or technology, our cash or capital requirements could increase substantially. In the event of such an acquisition, or
should any unanticipated circumstances arise that significantly increase our capital requirements, we may elect to raise additional capital
through debt or equity financing. Any of these events could result in substantial dilution to our stockholders. There is no assurance that
such additional capital will be available on terms acceptable to us, if at all.

SUMMARY DISCLOSURES ABOUT CONTRACTUAL OBLIGATIONS AND COMMERCIAL COMMITMENTS

We presented our contractual obligations in our Annual Report on Form 10-K for the year ended December 31, 2017. Our principal
commitments as of March 31, 2018 consisted of obligations under operating leases. There have been no material changes in those
obligations during the three months ended March 31, 2018.

As of March 31, 2018, we had a liability for unrecognized tax benefits totaling $4.3 million including interest of $12,000, of which
approximately $556,000 could be payable in cash.

RECENT ACCOUNTING PRONOUNCEMENTS

See Note 1 and Note 2 to the Condensed Consolidated Financial Statements for information regarding the effect of new accounting
pronouncements on our financial statements, in particular the impact of ASC 606 adoption.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to financial market risks, including changes in interest rates and foreign currency exchange rates. Changes in
these factors may cause fluctuations in our earnings and cash flows. We evaluate and manage the exposure to these market risks as
follows:

Cash Equivalents and Short-term Investments — We had cash equivalents and short-term investments of $76.1 million as of
March 31, 2018, which are subject to interest rate fluctuations. An increase in interest rates could adversely affect the market value of
our cash equivalents and short-term investments. A hypothetical 100 basis point increase in interest rates would result in a decrease of
approximately $85,000 in the fair value of our cash equivalents and short-term investments as of March 31, 2018.

We limit our exposure to interest rate and credit risk by establishing and monitoring clear policies and guidelines for our cash
equivalents and short-term investment portfolios. The primary objective of our policies is to preserve principal while at the same time
maximizing yields, without significantly increasing risk. Our policy’s guidelines also limit exposure to loss by limiting the sums we can
invest in any individual security and restricting investments to securities that meet certain defined credit ratings. We do not use
derivative financial instruments in our investment portfolio to manage interest rate risk.

Foreign Currency Exchange Rates — A substantial majority of our revenue, expense, and capital purchasing activities are
transacted in U.S. dollars. However, we do incur certain operating costs for our foreign operations in other currencies but these
operations are limited in scope and thus we are not materially exposed to foreign currency fluctuations. Additionally, we have some
reliance on international revenues that are subject to the risks of fluctuations in currency exchange rates. Because a substantial majority
of our international revenues, as well as expenses, are typically denominated in U.S. dollars, a strengthening of the U.S. dollar could
cause our products to become relatively more expensive to customers in a particular country, leading to a reduction in sales or
profitability in that country. We have no foreign exchange contracts, option contracts, or other foreign currency hedging arrangements
and we do not expect to have such arrangements in the foreseeable future.

ITEM 4. CONTROLS AND PROCEDURES

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

Based on their evaluation as of March 31, 2018, our management with the participation of our Interim Chief Executive Officer and
Chief Financial Officer, have concluded that our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under
the Exchange Act) were effective to ensure that the information required to be disclosed by us in this quarterly report on Form 10-Q was
(i) recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and regulations and
(ii) accumulated and communicated to our management, including our Interim Chief Executive Officer and Chief Financial Officer, to
allow timely decisions regarding required disclosure.

Effective January 1, 2018, in connection with our adoption of ASC 606, we implemented changes to certain controls and related
procedures designed to provide reasonable assurance that our condensed consolidated financial statements reflect the proper application
of the guidance within ASC 606. Those changes in internal controls included the revision of our revenue recognition accounting policies
in accordance with ASC 606 and the development of new controls to support in our estimation of per unit royalties and allocation of
transaction price between performance obligations under fixed fee license contracts with respect to the adoption of ASC 606.
There were no other changes to internal controls over financial reporting that occurred during the quarter ended March 31, 2018 that
have materially affected, or are reasonably likely to materially affect our internal controls over financial reporting.

Our management, including our Interim Chief Executive Officer and Chief Financial Officer, does not expect that our disclosure
controls and procedures or our internal controls over financial reporting will prevent all error and all fraud. A control system, no matter
how well conceived and operated, can provide only reasonable, not absolute assurance that the objectives of the control system are
met. Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be
considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide
absolute assurance that all control issues and instances of fraud, if any within Immersion, have been detected.
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PART II

OTHER INFORMATION
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ITEM 1. LEGAL PROCEEDINGS

Immersion Corporation vs. Apple, Inc., AT&T Inc., and AT&T Mobility LLC

On February 11, 2016, we filed a complaint against Apple, Inc. (“Apple”), AT&T, Inc. (“AT&T”), and AT&T Mobility LLC (“AT&T
Mobility”) with the U.S. International Trade Commission (the “ITC”) and a complaint against Apple, AT&T and AT&T Mobility in the
U.S. District Court for the District of Delaware alleging that the Apple iPhone 6, iPhone 6 Plus, iPhone 6s, iPhone 6s Plus, Apple Watch,
Apple Watch Sport and Apple Watch Edition infringe certain of our patents that cover haptic feedback systems and methods.

In the February 2016 ITC complaint, we sought an exclusion order preventing the importation, sale for importation, and sale after
importation of infringing Apple devices into the United States by the defendants and appropriate cease and desist orders. In the U.S.
District Court suit, we alleged infringement of the same patents.

The complaints asserted infringement by the Apple iPhone 6, Apple iPhone 6 Plus, Apple iPhone 6s, Apple iPhone 6s Plus, Apple
Watch, Apple Watch Sport and Apple Watch Edition of the following two Immersion patents:

U.S. Patent No. 8,619,051(the ’051 patent): “Haptic Feedback System with Stored Effects”

U.S. Patent No. 8,773,356 (the ’356 patent): “Method and Apparatus for Providing Tactile Sensations”

The complaints also asserted infringement by the iPhone 6s and iPhone 6s Plus of the following Immersion patent:

U.S. Patent No. 8,659,571(the ’571 patent): “Interactivity Model for Shared Feedback on Mobile Devices”

On March 14, 2016, the ITC issued a Notice of Institution of Investigation stating that the ITC instituted an investigation to
investigate our allegations of infringement with respect to the ’051, ’356, and ’571 patents and determine whether violations of section
337 of the Tariff Act of 1930 have occurred. The investigation bears the designation Inv. No. 337-TA-990 (“990 Investigation”). On
April 6, 2016, the Chief Administrative Law Judge (“ALJ”) entered an order terminating Respondent AT&T from the investigation,
based on the stipulation and joint motion of the parties to terminate AT&T in a manner that preserved our ability to obtain discovery
and compliance with any relief the ITC may order. On April 4, 2016, Respondents Apple and AT&T Mobility served responses to the
complaint denying the material allegations of the complaint and alleging affirmative defenses, including among others that the asserted
patents are not infringed, invalid and unenforceable. Respondents also alleged that the ’356 patent is unenforceable for alleged inequitable
conduct before the United States Patent and Trademark Office. We responded to the allegations of Respondents during the investigation
on the procedural schedule set by the Chief ALJ.

On March 21, 2016, pursuant to 28 U.S.C. § 1659(a), the U.S. District Court entered an order staying the U.S. District Court case
pending a final determination in the ITC investigation.

On May 5, 2016, we filed another complaint against Apple, AT&T and AT&T Mobility with the ITC and a complaint against Apple,
AT&T and AT&T Mobility in the U.S. District Court for the District of Delaware alleging that the Apple iPhone 6s, iPhone 6s Plus,
MacBook and MacBook Pro with Retina Display infringed certain of our patents, including patents covering pressure-related haptics.

In the May 2016 ITC complaint, we sought an exclusion order preventing the importation, sale for importation, and sale after
importation of infringing Apple devices into the United States by the defendants and appropriate cease and desist orders. In the U.S.
District Court suit, we alleged infringement of the same patents.

The complaints asserted against Apple, AT&T and AT&T Mobility claims of infringement by the Apple iPhone 6s and Apple iPhone
6s Plus of the following three Immersion patents:

U.S. Patent No. 8,749,507 (the ’507 patent), “Systems and Methods for Adaptive Interpretation of Input from a Touch-Sensitive
Input Device”;

U.S. Patent No. 7,808,488 (the ’488 patent), “Method and Apparatus for Providing Tactile Sensations”

U.S. Patent No. 8,581,710 (the ’710 patent), “Systems and Methods for Haptic Confirmation of Commands”

The complaints also asserted against Apple claims of infringement by the Apple MacBook and Apple MacBook Pro with Retina
display of Immersion’s U.S. Patent No. 7,336,260 (the ’260 patent), “Method and Apparatus for Providing Tactile Sensations.”

On May 9, 2016, Immersion and AT&T entered into a stipulation to terminate AT&T as a Proposed Respondent, on the same terms
to which the parties agreed to terminate AT&T from the 990 Investigation.

On June 6, 2016, the ITC issued a Notice of Institution of Investigation stating that the ITC instituted an investigation to investigate
our allegations of infringement with respect to the ’507, ’488, ’710, and ’260 patents and determine whether violations of section 337 of
the Tariff Act of 1930 have occurred. The investigation was designated Inv. No. 337-TA-1004 (“1004
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Investigation”). On June 9, 2016, the Chief ALJ entered an order consolidating the 990 and 1004 Investigations. On June 15, 2016, the
Chief ALJ granted a joint motion by the parties to stay the 990 Investigation deadlines until a new procedural schedule could be entered
in the consolidated Investigation.

On June 16, 2016, pursuant to 28 U.S.C. § 1659(a), the U.S. District Court entered an order staying the U.S. District Court case
pending a final determination in the ITC investigation.

On June 27, 2016, Respondents Apple and AT&T Mobility served responses to the complaint denying the material allegations of the
complaint and alleging affirmative defenses, including among others that the asserted patents are not infringed, invalid and unenforceable.
Respondents also alleged that the ’710 patent is unenforceable for alleged inequitable conduct before the United States Patent Office. We
responded to the allegations of Respondents during the investigation on the procedural schedule set by the Chief ALJ. On June 29, 2016,
the Chief ALJ entered an order setting the Markman hearing in the consolidated case for October 18, 2016, and the evidentiary hearing
for April 27-May 5, 2017. On July 12, 2016, the Chief ALJ entered the procedural schedule in the consolidated Investigation.

The procedural schedule in the Investigation included, among other things, deadlines for the parties to conduct three required
settlement conferences. On July 26, 2016, representatives for Immersion and Respondent AT&T conducted their first settlement
conference. On July 28, 2016, representatives for Immersion and Respondent Apple conducted their first settlement conference. The
parties did not reach an agreement to settle the dispute underlying the Investigation at that time.

In September 2016, Respondent Apple released additional products, including the iPhone 7 and 7 plus and the Apple Watch Series
2. We served discovery responses and contentions identifying these newly released products as products at issue in the Investigation.

On October 18, 2016, the Chief ALJ conducted a Markman hearing with respect to the construction of terms of the Asserted Patents.
The Chief ALJ indicated at the hearing that a ruling could be expected in approximately three months.

On December 15, 2016, Respondents filed a motion for summary determination that the asserted claims 1 and 2 of the ’260 patent are
invalid under 35 U.S.C. § 101 for an alleged failure to recite patentable subject matter. On December 27, 2016, we filed our opposition to
the motion. On December 27, 2016, the Commission Investigative Staff submitted a response to the motion stating that the Staff supports
the motion. On April 6, 2017, the Chief ALJ issued an order denying the motion.

On January 18, 2017, the parties participated in a one-day mediation session. The parties did not reach an agreement to resolve the
dispute at the mediation.

On February 1, 2017, Respondents Apple and AT&T filed three motions for summary determination on certain issues in the
Investigation. In particular, the motions requested that Chief ALJ determine:

• that prosecution history estoppel precludes Immersion from asserting that the accused products and the technical domestic
industry products satisfy certain limitations of the asserted patents under the doctrine of equivalents;

• that (1) Respondents do not infringe claims 7 and 17 of the ’356 patent and claims 7, 11 and 15 of the ’051 patent; and (2) the
Apple Watch products do not infringe the ’356 patent and Apple’s iPhone 6, 6 Plus and SE products do not infringe the ’051 patent; and

• that claims 2-5, 10-12, and 15-17 of the ’507 patent are invalid under 35 U.S.C. § 112 for failing to comply with the written
description requirement.

On February 2, 2017, Chief ALJ Bullock issued his Markman ruling, Order No. 27 Construing the Terms of the Asserted Claims. The
Chief ALJ adopted Immersion’s proposed constructions for some disputed terms. On other terms, the Chief ALJ adopted constructions
that Respondents or Staff had proposed, and on other terms the Chief ALJ fashioned his own construction.

On February 3, 2017, Immersion brought an unopposed motion for partial termination of the investigation with respect to certain
contentions that were no longer being pursued. These include Immersion’s allegations of infringement as to (1) claims 7 and 17 of the
’356 patent, (2) claims 7, 11, and 15 of the ’051 patent, (3) the Apple Watch products solely with respect to the ’356 patent, and (4)
the Apple iPhone 6, 6 Plus, and SE products solely with respect to the ’051 patent. Immersion also stated in the motion its position that
the request for termination as to the withdrawn allegations rendered Respondents motion for summary determination on these particular
issues moot. On February 9, 2017 the Chief ALJ issued an order granting partial termination of the Investigation as to certain asserted
claims of the ’356 patent and the ’051 patent as described above.

On February 10, 2017, Respondents filed a notice of withdrawal of their motion for summary determination as to the particular
contentions under the ’356 patent and ’051 patent that had been withdrawn during the Investigation. On February 13, 2017, Immersion
filed its oppositions to those motions for summary determination that remained pending. On February 14 and 16, 2017, the Chief ALJ
issued orders denying each of Respondents’ motions for summary determination.
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On March 21, 2017, Immersion brought an unopposed motion for partial termination of the investigation with respect to all claims
of the ’571 patent and claims 7-10 of the ’710 patent. On March 23, 2017, the Chief ALJ issued an order granting partial termination as
to the ’571 patent and certain claims of the ’710 patent as described above. On March 23, 2017, the Chief ALJ also issued a notice that
the evidentiary hearing would begin on April 27, 2017 and conclude on May 4, 2017 (as opposed to May 5, 2017).

The evidentiary hearing with respect to the consolidated investigation by the United States International Trade Commission bearing
the designation Inv. No. 337-TA-990/1004 commenced on April 27, 2017 and concluded on May 4, 2017. On May 31, 2017, the parties
and the Office of Unfair Import Investigations (“OUII”) Staff submitted their initial post-hearing briefs, and on June 7, 2017, the parties
and OUII Staff submitted their post-hearing reply briefs. Before submitting these briefs, we provided a notice on May 11, 2017 that we
would not be pursuing in our Post-Hearing Brief claims 3, 13, and 23 of the ’356 patent. On October 20, 2017, Immersion brought an
unopposed motion for partial termination of the investigation with respect to claims 3, 13, and 23 of the ’356 patent. On October 23,
2017, the Chief ALJ issued an order granting partial termination as to claims 3, 13, and 23 of the ’356 patent as described above.

The due date for the Chief ALJ’s initial determination was scheduled for August 11, 2017. On July 13, 2017, the Chief ALJ entered
an order extending the due date for the Chief ALJ’s initial determination from August 11, 2017 to November 13, 2017 and extending
the target date for the completion of the investigation from December 11, 2017 to March 12, 2018. On October 30, 2017, the Chief
ALJ issued an order extending the final initial determination date to no later than the close of business on January 31, 2018 and the
final determination date to no later than May 31, 2018.

On January 29, 2018, we announced that we reached a settlement with Apple resolving the Investigation. On January 30, 2018,
the Chief ALJ issued an Order Extending Target Date By Two Months in which he extended the target date two months in order to
allow the parties sufficient time to prepare and submit a joint motion to terminate the investigation. The Chief ALJ also issued an order
staying and suspending all dates and deadlines. On February 8, 2018, the parties submitted to the ITC a Joint Motion to Terminate Based
on Settlement. The parties also requested confidential treatment of the settlement agreement. On February 13, 2018, the OUII Staff
filed a response expressing the Staff’s support for the motion. On February 20, 2018, the Chief ALJ entered an order entitled “Initial
Determination Granting Joint Motion to Terminate The Investigation Based On A Settlement Agreement.” The Chief ALJ found good
cause to terminate the investigation based on the settlement and granted the parties’ motion to terminate the investigation. The Chief ALJ
also granted the parties’ motion to limit service of the confidential settlement agreement to only Apple and Immersion (and not to counsel
for AT&T).

On March 15, 2018, the Commission issued a notice stating that the Commission has determined not to review the Chief ALJ’s
decision granting the motion to terminate the investigation based on settlement. As a result of this decision and the underlying settlement
agreement, the ITC proceedings have concluded.

As noted above, on January 29, 2018, we announced that we reached a settlement with Apple resolving the above-described
litigation. As part of the settlement, the parties agreed to submit joint stipulations in the District Court actions to dismiss those actions
in their entirety with prejudice. On February 6, 2018, the Parties filed the Stipulations of Dismissal with the District Court. In addition
to requesting the dismissal of the action with prejudice, the stipulations provide that each party shall bear its own fees and costs. On
February 7, 2018, the District Court issued orders dismissing the above-described litigation pursuant to the stipulations of the parties.

On July 7, 2016, Apple filed in the United States Patent and Trademark Office a petition for inter partes review of the ’051 patent. The
petition bears Case No. IPR2016-01371. The petition challenged the patentability of certain claims of the ’051 patent in light of alleged
prior art references. On October 13, 2016, we filed a Patent Owner’s Preliminary Response responding to the petition’s challenges to
patentability of claims of the ’051 patent. On January 11, 2017, the Patent Trial and Appeal Board (“PTAB” or “Board”) issued a decision
denying the Petition and declining to institute the IPR on February 10, 2017, Apple submitted in the United States Patent and Trademark
Office a second IPR petition challenging the patentability of certain claims of the ’051 patent in light of alleged prior art references. This
Petition bears Case No. IPR2017-00887. We filed our Patent Owner’s Preliminary Response in this IPR on May 30, 2017. On August 25,
2017, the PTAB issued a decision denying Apple’s petition and declining to institute the second IPR.

On July 7, 2016, Apple filed in the United States Patent and Trademark Office a petition for inter partes review of the ’571 patent.
The petition bears Case No. IPR2016-01372. The petition challenged the patentability of certain claims of the ’571 patent in light of
alleged prior art references. On October 13, 2016, we filed a Patent Owner’s Preliminary Response responding to the petition’s challenges
to patentability of claims of the ’571 patent. On January 11, 2017, the PTAB issued its decision instituting the IPR on certain grounds
raised in the Petition. The Board’s decision also declined to institute the IPR as to certain claims of the ’571 patent. The Board set a
schedule of certain due dates in the IPR. On May 31, 2017, we submitted our Patent Owner’s Response to the IPR. Apple filed its Reply
to the Patent Owner’s Response on August 4, 2017. On August 31, 2017, we submitted a Motion for Observation regarding the testimony
of Apple’s expert on cross-examination at deposition. Apple responded to these observations on September 5, 2017. On October 5, 2017,
the PTAB conducted the Oral Hearing in this IPR. On January 10, 2018,

30

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


Table of Contents

the PTAB issued a Final Written Decision finding claims 1-4, 6, 23-26, and 28 of the ’571 patent unpatentable. On February 1, 2018,
the parties emailed the PTAB and requested authorization to file a joint motion to vacate final decision and terminate proceeding in
IPR2016-1372 in light of the settlement between the parties. On February 2, 2018, the PTAB denied the parties’ request to file such a
motion. On March 14, 2018, Immersion filed with the USPTO and the U.S. Court of Appeal for the Federal Circuit notices of appeal
from the Board’s final written decision in IPR2016-1372 for the ’571 patent. On March 27, 2018, Immersion filed in the Federal Circuit
the required Certificates of Interest and Docketing Statements. Apple also filed in the Federal Circuit notices stating that it will not be
participating in the appeals. On April 23, 2018, the USPTO filed the certified list of documents that comprise the record in IPR2016-1372.
Our opening brief in the appeal was due on June 22, 2018. On May 10, 2018, we filed a motion seeking a 30-day extension to file the brief
and the motion was granted on May 11, 2018. The Federal Circuit is awaiting a response from the USPTO to an order requesting that the
USPTO inform the Federal Circuit whether it intends to participate in the appeal. On or about February 12, 2017, Apple submitted in the
United States Patent and Trademark Office a second IPR petition challenging the patentability of certain claims of the ’571 patent in light
of alleged prior art references. This Petition bears Case No. IPR2017-00896. We filed our Patent Owner’s Preliminary Response in this
IPR on May 22, 2017. On August 17, 2017, the PTAB issued a decision denying Apple’s petition and declining to institute the second
IPR.

On July 8, 2016, Apple filed in the United States Patent and Trademark Office a petition for inter partes review of the ’356 patent.
The petition bears Case No. IPR2016-01381. The petition challenged the patentability of certain claims of the ’356 patent in light of
alleged prior art references. On October 12, 2016, we filed a Patent Owner's Preliminary Response responding to the petition’s challenges
to patentability of claims of the ’356 patent. On January 11, 2017, the PTAB issued its decision instituting the IPR on certain grounds
raised in the Petition. The Board set a schedule of certain due dates in the IPR. On May 31, 2017, we submitted our Patent Owner’s
Response to the IPR. Apple filed its Reply to the Patent Owner’s Response on July 28, 2017. On August 31, 2017, we submitted a Motion
for Observation regarding the testimony of Apple’s expert on cross-examination at deposition. Apple responded to these observations on
September 5, 2017. On October 5, 2017, the PTAB conducted the Oral Hearing in this IPR. On January 10, 2018, the PTAB issued a Final
Written Decision finding claims 1-3, 5, 7, 9-13, 15, 17, 19-23, 25, and 26 of the ’356 patent unpatentable. On January 10, 2018, Apple
submitted to the Chief ALJ in the ITC proceeding a Notice of Supplemental Authority Regarding the ’356 Patent to inform the Chief
ALJ of the Board’s decision in this IPR. On February 1, 2018, the parties emailed the PTAB and requested authorization to file a joint
motion to vacate final decision and terminate proceeding in IPR2016-1381 in light of the settlement between the parties. On February
2, 2018, the PTAB denied the parties’ request to file such a motion. On March 14, 2018, Immersion filed with the USPTO and the U.S.
Court of Appeal for the Federal Circuit notices of appeal from the Board’s final written decision in IPR2016-1381 for the ’356 patent.
On March 27, 2018, Immersion filed in the Federal Circuit the required Certificates of Interest and Docketing Statements. Apple also
filed in the Federal Circuit notices stating that it will not be participating in the appeals. On April 23, 2018, the USPTO filed the certified
list of documents that comprise the record in IPR2016-01381. Our opening brief in the appeal was due on June 22, 2018. On May 10,
2018, we filed a motion seeking a 30-day extension to file the brief and the motion was granted on May 11, 2018. The USPTO entered
a notice of intervention on April 25, 2018. The case on appeal is Immersion Corporation v. Iancu (18-cv-1678) (N.D. Cal.). On or about
February 12, 2017, Apple submitted in the United States Patent and Trademark Office a second IPR petition challenging the patentability
of certain claims of the ’356 patent in light of alleged prior art references. This IPR bears Case No. 2017-00897. We filed our Patent
Owner’s Preliminary Response in this IPR on May 22, 2017. On August 17, 2017, the PTAB issued a decision denying Apple’s petition
and declining to institute the second IPR.

On August 12, 2016, Apple filed in the United States Patent and Trademark Office a petition for inter partes review of the ’710
patent. The petition bears Case No. IPR2016-01603. The petition challenged the patentability of certain claims of the ’710 patent in light
of alleged prior art references. On November 28, 2016, we filed a Patent Owner’s Preliminary Response responding to the petition’s
challenges to patentability of claims of the ’710 patent. On February 23, 2017, the PTAB issued its decision instituting the IPR on certain
grounds raised in the petition. The Board set a schedule of certain due dates in the IPR. On June 28, 2017, we submitted our Patent
Owner’s Response in the IPR. Apple filed its Reply to the Patent Owner’s Response on August 24, 2017. On October 16, 2017, we
submitted a Motion for Observation regarding testimony of Apple’s expert on cross-examination at deposition. On November 16, 2017,
the PTAB conducted the Oral Hearing in this IPR. On February 1, 2018, the parties emailed the PTAB and requested authorization to
file a joint motion to terminate IPR2016-1603 in light of the settlement between the parties. On February 2, 2018, the PTAB granted the
request. On February 8, 2018, the parties filed a joint motion to terminate the IPR. The parties also requested confidential treatment of the
settlement agreement. On February 12, 2018, the PTAB granted the parties’ joint motion to terminate the IPR as well as the parties’ joint
request for confidential treatment of the settlement agreement. On or about May 4, 2017, Apple submitted in the United States Patent
and Trademark Office a second IPR petition challenging the patentability of certain claims of the ’710 patent in light of alleged prior art
references. This IPR bears Case No. 2017-01368. We filed our Patent Owner’s Preliminary Response on August 24, 2017. On November
7, 2017, the PTAB issued a decision denying Apple’s petition and declining to institute the second IPR.

On September 12, 2016, Apple filed in the United States Patent and Trademark Office a petition for inter partes review of the ’507
patent. The petition bears Case No. IPR2016-01777. The petition challenged the patentability of certain claims of the ’507 patent in light
of alleged prior art references. On December 27, 2016, we filed a Patent Owner’s Preliminary Response responding
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to the petition’s challenges to patentability of claims of the ’507 patent. On March 23, 2017, the Board issued its decision denying the
Petition and declining to institute the IPR. On May 9, 2017, Apple submitted in the United States Patent and Trademark Office a second
IPR petition challenging the patentability of certain claims of the ’507 patent in light of alleged prior art references. This IPR bears
Case No. 2017-01310. We filed our Patent Owner’s Preliminary Response on August 9, 2017. On November 2, 2017, the PTAB issued a
decision denying Apple’s petition and declining to institute the second IPR.

On September 23, 2016, Apple filed in the United States Patent and Trademark Office a petition for inter partes review of the ’260
patent. The petition bears Case No. IPR2016-01884. The petition challenged the patentability of certain claims of the ’260 patent in
light of alleged prior art references. On January 4, 2017, we filed a Patent Owner’s Preliminary Response responding to the petition’s
challenges to patentability of claims of the ’260 patent. In response to a request of the Petitioner, the Board also authorized the parties
to file Reply and Sur-Reply briefs on certain issues. Petitioner filed a Reply Brief on January 31, 2017. We filed our Patent Owner’s
Sur-Reply brief on February 14, 2017. On April 3, 2017, the Board issued a decision instituting the IPR on certain grounds raised in
the petition. The Board set a schedule of certain due dates in the IPR. On July 3, 2017, we submitted our Patent Owner’s Response in
the IPR. Apple filed its Reply to the Patent Owner’s Response on October 10, 2017. The Oral Hearing took place on January 10, 2018.
On February 1, 2018, the parties emailed the PTAB and requested authorization to file a joint motion to terminate IPR2016-1884 in
light of the settlement between the parties. On February 2, 2018, the PTAB granted the request. On February 8, 2018, the parties filed a
joint motion to terminate the IPR. The parties also requested confidential treatment of the settlement agreement. On March 22, 2018, the
Board issued a decision granting the joint motion to terminate. The Board also granted the joint motion to treat the underlying settlement
agreement as confidential business information and kept separate from the rest of the file. On or about May 4, 2017, Apple submitted in
the United States Patent and Trademark Office a second IPR petition challenging the patentability of certain claims of the ’260 patent in
light of alleged prior art references. This IPR bears Case No. 2017-01369. We filed our Patent Owner’s Preliminary Response on August
24, 2017. On November 21, 2017, the PTAB issued a decision denying Apple’s petition and declining to institute the second IPR.

On September 29, 2016, Apple filed in the United States Patent and Trademark Office a petition for inter partes review of the ’488
patent. The petition bears Case No. IPR2016-01907. The petition challenged the patentability of certain claims of the ’488 patent in
light of alleged prior art references. On January 5, 2017, we filed a Patent Owner’s Preliminary Response responding to the petition’s
challenges to patentability of claims of the ’488 patent. In response to a request of the Petitioner, the Board authorized the parties to file
Reply and Sur-Reply briefs. Petitioner filed a Reply Brief on January 31, 2017. We filed our patent owner’s Sur-Reply brief on February
14, 2017. On April 3, 2017, the Board issued a decision instituting the IPR on certain grounds raised in the petition. The Board set a
schedule of certain due dates in the IPR. On July 3, 2017, we filed our Patent Owner’s Response in the IPR. Apple filed its Reply to
the Patent Owner’s Response on October 10, 2017. The Oral Hearing took place on January 10, 2018. On February 1, 2018, the parties
emailed the PTAB and requested authorization to file a joint motion to terminate IPR2016-1907 in light of the settlement between the
parties. On February 2, 2018, the PTAB granted the request. On February 8, 2018, the parties filed a joint motion to terminate the IPR. The
parties also requested confidential treatment of the settlement agreement. On March 22, 2018, the Board issued a decision granting the
joint motion to terminate. The Board also granted the joint motion to treat the underlying settlement agreement as confidential business
information and kept separate from the rest of the file. On or about May 4, 2017, Apple submitted in the United States Patent and
Trademark Office a second IPR petition challenging the patentability of certain claims of the ’488 patent in light of alleged prior art
references. This IPR bears Case No. 2017-01371. We filed our Patent Owner’s Preliminary Response on August 24, 2017. On November
21, 2017, the PTAB issued a decision denying Apple’s petition and declining to institute the second IPR.

On October 26, 2017, we filed a patent infringement lawsuit in the Beijing High People’s Court against Apple Computer Trading
(Shanghai) Co., Ltd., Apple Electronic Product Commerce (Beijing) Co., Ltd., and Apple Trading (Shanghai) Co., Ltd. alleging that
the iPhone 6s, iPhone 6s Plus, iPhone 7, iPhone 7 Plus, iPhone 8 and iPhone 8 Plus infringe our Chinese patents ZL02821854.X and
ZL200810008845.X. We sought a permanent injunction preventing the importation, sale and offering for sale of the iPhone products
noted above in China as well as damages. As noted above, on January 29, 2018, we announced that we reached a settlement with Apple
resolving the above-described litigation. The Beijing High People’s Court has approved the withdrawal of this case.

Immersion Corporation v. FitBit and Runtong International Trade Co., Ltd. (Shanghai Intellectual Property Court)

On June 29, 2017, local counsel for Immersion filed a patent infringement lawsuit against Fitbit, Inc. (“Fitbit”) in the Shanghai
Intellectual Property Court alleging that Fitbit has infringed three of our China patents. The three patents at issue are China Patent
No. CN101305416B, entitled “methods and systems for providing haptic messaging to handheld communication devices”; No.
CN102187647B, entitled “systems and methods for mapping message contents to virtual physical properties for sending vibrotactile
messaging”; and No. CN102160366B, entitled “systems and methods for transmitting haptic messages.” The Shanghai Intellectual
Property Court accepted the case on July 7, 2017. Petitions for Invalidation have been filed by FitBit for China Patent Nos.
CN101305416B, CN102160366B, and CN102187647B (details below). The Shanghai Intellectual Property Court is currently reviewing
the objection to jurisdiction filed by the reseller defendant, Rui Jin Lin (Dalian) Information Technology Co., Ltd. The
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court held an inter-party hearing on April 11, 2018 to discuss, among other things, whether Rui Jin Lin shall be incorporated as a
defendant along with Runtong.

A hearing for FitBit’s Petition for Invalidation of China Patent No. CN102160366B took place on April 16, 2018, and a hearing
for China Patent No. CN101305416B took place on April 26, 2018. A hearing date of May 30, 2018 has been set for China Patent No.
CN102187647B.

Immersion Corporation v. Fitbit, Inc., Case No. 5:17-cv-03886-LHK (N.D. Cal.)

On July 10, 2017, we filed a patent infringement lawsuit against Fitbit in the U.S. District Court for the Northern District of California
alleging that Fitbit has infringed three of our U.S. Patents. The three patents at issue are U.S. Patent No. 8,351,299, which covers
“Apparatus and Method for Providing Condition-Based Vibrotactile Feedback”; No. 8,059,105, entitled “Haptic Feedback for Touchpads
and Other Touch Controls”; and No. 8,638,301, for “Systems and Methods for Transmitting Haptic Messages.” Generally, these U.S.
patents cover “touch-feedback” - or haptic feedback - devices, systems and methods. Fitbit devices alleged to infringe include the Fitbit
Flex, Fitbit Flex 2, Fitbit Alta, Fitbit Alta HR, Fitbit Charge, Fitbit Charge 2, Fitbit Charge HR, Fitbit Blaze and Fitbit Surge. We served
Fitbit with the Complaint, among other papers, on July 11, 2017. On October 4, 2017, in lieu of answering, Fitbit filed a Motion to
Dismiss pursuant to 12(b)(6) based on 35 USC § 101. The hearing on Fitbit’s Motion to Dismiss was set for February 15, 2018. The
parties attended an Initial Case Management Conference on October 18, 2017. The claim construction hearing has been scheduled for
May 10, 2018, and the trial date has been scheduled for May 6, 2019. On November 1, 2017, we filed our response to Fitbit’s motion to
dismiss. On February 8, 2018, the parties participated in Court-ordered mediation of the U.S. district court case. On February 13, 2018,
the Court took Fitbit’s Motion to Dismiss under submission without oral argument and vacated the hearing previously set for February
15, 2018. The Court denied Fitbit’s Motion to Dismiss under 35 USC 101 with respect to the ’105 Patent and ’299 Patent, but granted
with respect to the ’301 Patent. Thus, there are two patents-in-suit remaining. The parties have exchanged proposed claim constructions
and we served our opening claim construction brief on April 2, 2018. Fitbit alleges that two of the claim terms are indefinite, and that the
asserted claims are therefore invalid. The claim construction hearing was originally scheduled for May 10, 2018 but has been moved to
June 21, 2018, and the trial date has been scheduled for May 6, 2019.

On February 7, 2018, Fitbit filed in the United States Patent and Trademark Office two petitions for inter partes review (IPR)
of the ’105 patent (Case Nos. IPR2018-00588 and IPR2018-00590); a petition for inter partes review of the ’299 patent (Case No.
IPR2018-00591); and two petitions for inter partes review of the ’301 patent (Case Nos. IPR2018-00592 and IPR2018-00593). The Patent
Owner’s Preliminary Responses to respond to the petitions are due May 15, 2018. (Case Nos. IPR2018-00588 and IPR2018-00590), May
23, 2018 (Case Nos. IPR2018-00592 and IPR2018-00593), and June 15, 2018 (Case No. IPR2018-00591). The last days for the Patent
Trial and Appeal Board to decide whether to institute IPR are August 15, 23, and September 17, 2018, respectively.

Immersion Corporation vs. Samsung Electronics Co., Ltd. and Samsung Electronics America, Inc. (C.A. No. 17-cv-572)

On August 3, 2017, we filed a complaint against Samsung Electronics Co., Ltd. and Samsung Electronics America, Inc. (collectively,
“Samsung”) in the United States District Court for the Eastern District of Texas alleging that certain Samsung touchscreen phones,
including those phones that Samsung had not commenced commercially producing, distributing and selling before January 1, 2016 (the
“Accused Phones”), infringe certain of our patents that cover haptic feedback systems and methods. In the complaint, we are seeking to
stop Samsung from further infringement as well as the recovery of damages. The complaints assert infringement by the Accused Phones
of the following patents:

U.S. Patent No 6,429,846: “Haptic Feedback for Touchpads and Other Touch Controls”

U.S. Patent No 7,969,288: “Force Feedback System Including Multi-Tasking Graphical Host Environment and Interface Device”

U.S. Patent No 9,323,332: “Force Feedback System Including Multi-Tasking Graphical Host Environment”

U.S. Patent No 7,982,720: “Haptic Feedback for Touchpads and Other Touch Controls”

U.S. Patent No 8,031,181: “Haptic Feedback for Touchpads and Other Touch Controls”

Samsung filed a response to the Complaint on October 24, 2017.

On December 15, 2017, the Court issued a Docket Control Order setting the claim construction hearing for August 15, 2018 and the
first day of jury selection for February 4, 2019. On March 5, 2018, the Court issued an order resetting the first day of jury selection for
February 19, 2019.
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Immersion Corporation vs. Samsung Electronics Co., Ltd. and Samsung Electronics America, Inc. (C.A. No. 18-cv-55)

On March 8, 2018, we filed a complaint against Samsung Electronics Co., Ltd. and Samsung Electronics America, Inc. (collectively,
“Samsung”) in the United States District Court for the Eastern District of Texas alleging that certain Samsung touchscreen phones,
including those phones that Samsung had not commenced commercially producing, distributing and selling before January 1, 2016 (the
“Accused Phones”), infringe U.S. Patent No 8,619,051, entitled “Haptic Feedback System with Stored Effects,” which covers haptic
feedback systems and methods. In the complaint, we are seeking to stop Samsung from further infringement as well as the recovery of
damages.

Samsung filed a response to the Complaint on April 20, 2018. On April 27, 2018, Samsung filed a motion to consolidate this case
with the previously-filed case that we filed on August 3, 2017. On May 11, 2018, we filed an opposition to the motion to consolidate. The
Court has not yet issued a schedule for the case.

Immersion Corporation vs. Motorola Mobility LLC and Motorola Mobility Holdings LLC

On August 3, 2017, we filed a complaint against Motorola Mobility LLC and Motorola Mobility Holdings LLC (collectively,
“Motorola”) in the United States District Court for the District of Delaware alleging that certain Motorola touchscreen phones, including
the Moto G4, Moto G4 Play, Moto G4 Plus, Moto G5, Moto G5 Plus, Moto Z, Moto Z Force and Moto Z Play (the “Accused Phones”),
infringe certain of our patents that cover haptic feedback systems and methods. In the complaint, we are seeking to stop Motorola from
further infringement as well as the recovery of damages. The complaints assert infringement by the Accused Phones of the following
patents:

U.S. Patent No 6,429,846: “Haptic Feedback for Touchpads and Other Touch Controls”

U.S. Patent No 7,969,288: “Force Feedback System Including Multi-Tasking Graphical Host Environment and Interface Device”

U.S. Patent No 9,323,332: “Force Feedback System Including Multi-Tasking Graphical Host Environment”

U.S. Patent No 7,982,720: “Haptic Feedback for Touchpads and Other Touch Controls”

U.S. Patent No 8,031,181: “Haptic Feedback for Touchpads and Other Touch Controls”

On September 25, 2017, Motorola filed its Answer to the Complaint.

On December 5, 2017, the Court issued a Scheduling Order setting the claim construction hearing for September 12, 2018, and the
trial date for September 23, 2019.

Samsung Electronics Co. v. Immersion Corporation and Immersion Software Ireland Limited

On April 28, 2017, we received a letter from Samsung requesting that we reimburse Samsung with respect to withholding tax and
penalties imposed on Samsung by the Korean tax authorities following an investigation where the tax authority determined that
Samsung failed to withhold taxes on Samsung’s royalty payments to Immersion Software Ireland from 2012 to 2016. On July 12, 2017,
we filed an appeal with the Korea Tax Tribunal regarding their findings with respect to the withholding taxes and penalties.

On September 29, 2017, Samsung filed an arbitration demand with the International Chamber of Commerce against us demanding
that we reimburse Samsung for the imposed tax and penalties that Samsung paid to the Korean tax authorities. Samsung is requesting that
we pay Samsung the amount of KRW 7,841,324,165 (approximately $6.3 million) plus interest from and after May 2, 2017, plus the cost
of the arbitration including legal fees. We deny liability, and asked the International Chamber of Commerce to postpone the arbitration
until the tax appeal is resolved. The arbitration panel conducted an initial status conference on February 7, 2018. The International
Chamber of Commerce denied our motion to postpone the arbitration, and on March 2, 2018, issued a Procedural Order setting the hearing
date for July 23, 2018. We filed our Statement of Defense and Counterclaim on April 16, 2018. We believe that there are valid defenses
to all of the claims from the Korean tax authorities and that Samsung’s claims are without merit. We intend to vigorously defend against
these claims and as a result, we have concluded that the likelihood of a material charge resulting from this claim is remote. In the event
Samsung were to prevail in the arbitration in advance of the conclusion of the appeal with the Korea Tax Tribunal, we could be required
to make a payment to Samsung even though it would later be reimbursed should we prevail in the appeal.

We cannot predict the ultimate outcome of the above-mentioned actions, and we are unable to estimate any potential liability we may
incur. Please also refer to our disclosures in Contingencies, Note 12 to the condensed consolidated financial statements.
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Immersion Corporation vs. Samsung (China) Investment Co., Ltd., Huizhou Samsung Electronics Co., Ltd and Fujian Province Min
Xin Household Electrical Appliances Technology Service Co., Ltd. (Fuzhou Intellectual Property Court - Case: Min 01 Min Chu No. 342
(2018))

On March 8, 2018, we filed a complaint against Samsung (China) Investment Co., Ltd. (“Samsung China”), Huizhou Samsung
Electronics Co., Ltd. (“Samsung Huizhou”), and Fujian Province Min Xin Household Electrical Appliances Technology Service Co., Ltd.
in the Fuzhou Intermediate Court in Fuzhou, China alleging that certain Samsung touchscreen phones, including the Galaxy S8, S8+, and
Note8, infringe three Immersion Chinese patents. The three patents at issue, covering haptic feedback systems and methods in electronic
devices, are Chinese Patent No. ZL02821854.X, entitled “Method and Apparatus for Providing Tactile Feedback Sensations”; Chinese
Patent No. ZL201210005785.2, entitled “Method and Apparatus for Providing Tactile Feedback Sensations”; and Chinese Patent No.
ZL201310253562.2, entitled “Method and Apparatus for Providing Tactile Feedback Sensations.” Immersion’s complaint seeks to stop
defendants from using patented methods during manufacturing; to stop defendants from manufacturing, offering to sell, selling, or jointly
selling infringing products; as well as the recovery of damages. The Fuzhou Intellectual Property Court accepted the case on March 8,
2018. Samsung China filed a jurisdictional objection on April 10, 2018 in which it asks the court to move the case to Beijing IP court.
Samsung Huizhou filed a jurisdictional objection on April 10, 2018 in which it asks the court to move the case to Guangzhou IP court. On
May 8, 2018, the court rejected both jurisdictional objections. A pretrial conference is scheduled for June 14-15, 2018. Samsung China
and Samsung Huizhou filed Petitions for Invalidation on April 16, 2018 with the Chinese Patent Office (“SIPO”) for all three patents.
Samsung China and Samsung Huizhou may supplement their petitions by May 16, 2018, and our response is due June 1, 2018.

ITEM 1A. RISK FACTORS

As previously discussed, our actual results could differ materially from our forward-looking statements. Factors that might cause
or contribute to such differences include, but are not limited to those discussed below. These and many other factors described in this
report could adversely affect our operations, performance and financial condition.

Company Risks

If we are unable to enter into new and renewed licensing arrangements with our existing licensees and with additional third-
parties for our touch-enabling technologies, our royalty and license revenue may not grow and could decline.

Our revenue growth is largely dependent on our ability to enter into new and renew existing licensing arrangements. Our failure to
enter into new or renewed licensing arrangements will cause our operating results to suffer. Further, upon adoption of ASC 606 effective
January 1, 2018, a substantial portion of the revenue from our fixed license fee contracts was recognized up front after execution of the
license, with the portion that relates to our future performance obligations to be transferred during the contract term being recognized over
time. Previously, our fixed license fee revenue was usually recognized ratably over time in accordance with revenue recognition guidance
under ASC 605. This change in accounting policy for fixed license fees revenue will further provide less predictability in our future
revenue when compared to historical periods. We face numerous risks in obtaining new or renewed licenses on terms consistent with our
business objectives and in maintaining, expanding, and supporting our relationships with our current licensees. These risks include:

• difficulties in persuading device manufacturers to take a license or renew a license to our intellectual property without the
expenditure of significant resources;

• difficulties in persuading existing customers that they still need a license to the portfolio as individual patents expire or become
limited in scope, declared unenforceable or invalidated;

• reluctance of device manufacturers to take a license or renew a license to our intellectual property because other larger device
manufacturers are not licensed;

• difficulties in entering into or renewing gaming licenses if video game console makers choose not to license third parties to
make peripherals for their new consoles, if video console makers no longer require peripherals to play video games, if video console
makers no longer utilize technology in the peripherals that are covered by our patents or if the overall market for video consoles
deteriorates substantially;

• the competition we may face from third parties and/or the internal design teams of existing and potential licensees;

• difficulties in achieving and maintaining consumer and market demand or acceptance for our products;
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• difficulties in persuading existing licensees who compensate us for including our software in certain of their touch-enabled
products to also license and compensate us for our patents that cover other touch-enabled products of theirs that do not include our
software;

• challenges in demonstrating the compelling value of our technologies and challenges associated with customers’ ability to
easily implement our technologies; and

• inability of current or prospective licensees to ship certain devices if they are involved in IP infringement claims by third parties
that ultimately prevent them from shipping products or that impose substantial royalties on their products;

A limited number of customers account for a significant portion of our revenue, and the loss of major customers could harm our
operating results.

One customer accounted for more than 10% of our total revenues for the three months ended March 31, 2018, as compared to the
three months ended March 31, 2017 where three customers accounted for 18%, 15%, and 10% of our total revenues, respectively. In the
quarter ended September 30, 2016, we entered into an additional amendment to our License Agreement with Samsung pursuant to which
we agreed to permit Samsung to exercise its rights to continue to sell products that were licensed under the agreement as of December
31, 2015 for the life of such products in exchange for $19 million. We have not entered into a renewal agreement with Samsung for any
products released after December 31, 2015, and on August 3, 2017, we filed the first patent infringement suit against Samsung in the
U.S. District Court in the Eastern District of Texas. See Part I, Item 3, "Legal Proceedings". Because we have not renewed our agreement
with Samsung, there is no assurance that Samsung will continue to generate similar revenue in any future period; and even if we were to
renew our agreement with Samsung, our revenue could be adversely impacted by recalls or poorly performing mobile devices.

In addition, we cannot be certain that other customers that have accounted for significant revenue in past periods, individually or as
a group, will continue to generate similar revenue in any future period.

If we fail to renew or lose a major customer or group of customers, or if a customer decides that our intellectual property is no longer
relevant and stops paying us royalties, our revenue could decline if we are unable to replace the lost revenue with revenue from other
sources. In addition, if potential customers or customers with expiring agreements view the loss of one of our major customers as an
indicator of the value of our software and/or the strength of our intellectual property, they may choose not to take or renew a license
which could adversely affect our operating results.

If we fail to protect and enforce our IP rights or if we fail to continuously develop or acquire successful innovations and obtain
patents on these innovations, our ability to license our technologies and generate revenues would be impaired.

Our business depends on generating revenues by licensing our IP rights and by customers selling products that incorporate our
technologies. We rely on our significant patent portfolio to protect our proprietary rights. If we are not able to protect and enforce those
rights, our ability to obtain future licenses or maintain current licenses and royalty revenue could be impaired. In addition, if a court or
patent office were to limit the scope, declare unenforceable, or invalidate any of our patents, current licensees may refuse to make royalty
payments, or they may choose to challenge one or more of our patents. It is also possible that:

• our pending patent applications may not result in the issuance of patents;

• our patents may not be broad enough to protect our proprietary rights;

• effective patent protection may not be available in every country, particularly in Asia, where we or our licensees do business;
and

• our pending litigation against Samsung, Motorola, and Fitbit may be unsuccessful or may result in one or more of the patents
asserted becoming limited in scope, declared unenforceable or invalidated.

In addition, our patents will continue to expire according to their terms which may have an adverse effect on our business. For
example, certain of our U.S. gaming patents expired in 2015, and as a result, Sony has ceased paying royalties for sales. Our failure to
continuously develop or acquire successful innovations and obtain patents on those innovations could significantly harm our business,
financial condition, results of operations, or cash flows. In addition, we also rely on licenses, confidentiality agreements, other contractual
agreements, and copyright, trademark, and trade secret laws to establish and protect our proprietary rights. It is possible that:

• laws and contractual restrictions may not be sufficient to prevent misappropriation of our technologies or deter others from
developing similar technologies; and

• policing unauthorized use of our patented technologies, trademarks, and other proprietary rights would be difficult, expensive,
and time-consuming, within and particularly outside of the United States.
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We have in the past initiated legal proceedings to protect our intellectual property and may need to continue to do so in the future,
and we are currently in litigation against Samsung, Motorola, and Fitbit for patent infringement and we recently settled our litigation
with Apple. We may need to continue to initiate legal proceedings in the future. Any legal or administrative proceeding initiated by
us to protect or enforce our IP rights has, and may in the future result in material amounts of legal expenses and risk, could lead to
counterclaims and adverse rulings affecting our patents, and may divert our management’s time and attention away from our other
business operations, which could significantly harm our business.

Our current or any future litigation, arbitration and administrative proceedings to enforce or defend our intellectual property
rights and to defend our licensing practices is expensive, disruptive, and time consuming, and will continue to be, until resolved, and
regardless of whether we are ultimately successful, could adversely affect our business.

We have been in the past and are currently a party to various legal proceedings with companies that have significantly greater
financial resources than us to enforce or defend our intellectual property rights and to defend our licensing practices. For example, on
August 3, 2017, we initiated patent infringement litigation against Samsung and Motorola claiming that they are infringing five of our
US patents. Due to the inherent uncertainties of litigation and administrative proceedings, we cannot accurately predict how these
proceedings will ultimately be resolved. We anticipate that currently pending or any future legal proceedings will continue to be costly,
given the significant resources available to our current adverse parties, and that future legal proceedings will result in additional legal
expenses, resulting in the decrease of cash available for other parts of our business, and there can be no assurance that we will be
successful or be able to recover the costs we incur in connection with the legal proceedings. Although protecting our intellectual
property is a fundamental part of our business, at times, our legal proceedings have diverted, and could continue to divert, the efforts
and attention of some of our key management and personnel away from our licensing transactions and other aspects of our business. As
a result, until such time as it is resolved or concluded, litigation, arbitration and administrative proceedings could cause our technology
to be perceived as less valuable in the marketplace, which could reduce our sales and adversely affect our business. Further, any
unfavorable outcome could adversely affect our business. For additional background on our litigation, please see Part I, Item 3, “Legal
Proceedings”.

Potential patent and litigation reform legislation, potential USPTO and international patent rule changes, potential legislation
affecting mechanisms for patent enforcement and available remedies, and potential changes to the intellectual property rights (“IPR”)
policies of worldwide standards bodies, as well as rulings in legal proceedings may affect our investments in research and development
and our strategies for patent prosecution, licensing and enforcement and could have a material adverse effect on our licensing
business as well as our business as a whole.

Potential changes to certain U.S. and international patent laws, rules and regulations may occur in the future, some or all of which
may affect our research and development investments, patent prosecution costs, the scope of future patent coverage we secure, remedies
that we may be entitled to in patent litigation, and attorneys’ fees or other remedies that could be sought against us, and may require us to
reevaluate and modify our research and development activities and patent prosecution, licensing and enforcement strategies.

Similarly, legislation designed to reduce the jurisdiction and remedial authority of the USITC has periodically been introduced in
Congress. Any potential changes in the law, the IPR policies of standards bodies or other developments that reduce the number of
forums available or the type of relief available in such forums (such as injunctive relief), restrict permissible licensing practices (such
as our ability to license on a worldwide portfolio basis) or that otherwise cause us to seek alternative forums (such as arbitration or
state court), would make it more difficult for us to enforce our patents, whether in adversarial proceedings or in negotiations. Because
we have historically depended on the availability of certain forms of legal process to enforce our patents and obtain fair and adequate
compensation for our investments in research and development and the unauthorized use of our intellectual property, developments that
undermine our ability to do so could have a negative impact on future licensing efforts.

Rulings in our legal proceedings as well as those of third parties may affect our strategies for patent prosecution, licensing and
enforcement. For example, in recent years, the United States International Trade Commission (the “USITC”) and U.S. courts, including
the U.S. Supreme Court and the U.S. Court of Appeals for the Federal Circuit, have taken some actions that have been viewed as
unfavorable to patentees. Decisions that occur in U.S. or in international forums may change the law applicable to various patent law
issues, such as, for example, patentability, validity, patent exhaustion, patent misuse, remedies, permissible licensing practices, claim
construction, and damages, in ways that are detrimental to the abilities of patentees to enforce patents and obtain damages awards.

We continue to monitor and evaluate our strategies for prosecution, licensing and enforcement with regard to these developments;
however, any resulting change in such strategies may have an adverse impact on our business and financial condition.

If companies choose to implement haptics without our software or a license to our patents, we could have to expend significant
resources to enforce or defend our intellectual property rights and to defend our licensing practices which may have a negative impact
on our business.
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To sell our software, we must win competitive selection processes, known as “design wins,” before our haptic software technologies
are included in our customers’ products. These selection processes can be lengthy and can require us to incur significant design and
development expenditures with no assurance that we will be selected. As a small company, we may not have the resources to reach
every company who is introducing or planning to introduce haptics into the market. In addition, as a small company, we have limited
engineering resources that may make it difficult to support every type of haptic implementation with our software offerings or to introduce
new technologies in a timely manner. In the instances where a potential customer is not using our software but implements unlicensed
haptic capability, we may need to seek to enforce our intellectual property. If the customer is unwilling to enter into a license agreement,
we may elect to pursue litigation which would harm our relationship with the customer and could harm our relationships with other
licensees or our ability to gain new customers, who may postpone licensing decisions pending the outcome of the litigation or dispute, or
who may, as a result of such litigation, choose not to adopt our technologies. In addition, these legal proceedings could be very expensive
and could have a negative impact on our financial results.

We also license to semiconductor manufacturers who incorporate certain of our less fully-featured software into their integrated
circuits for use in certain electronic devices. While our relationships with these semiconductor manufacturers increases our distribution
channels by leveraging their sales channels, it is possible that customers may elect to implement haptics using less fully-featured software
integrated circuit solutions rather than the higher-end solutions we offer directly, which may negatively impact our financial results. It is
also possible that when a customer uses the integrated circuit, it is doing so in violation of our intellectual property rights and we may
seek to enforce our IP.

Our restructuring efforts may not be successful, and may negatively impact our business.

In December 2017, we announced a restructuring of our business to exit the Mobile Advertising market, largely focus on IP licensing
for the gaming and Virtual Reality ("VR")/Augmented Reality ("AR") markets, move to a mobile OEM licensing model for China,
significantly reduce the size of our workforce and consolidate some of our operations. Consolidations and business restructurings involve
numerous risks and uncertainties, including, but not limited to: the potential loss of key employees, customers and business partners;
market uncertainty related to our future business plans; the incurrence of unexpected expenses or charges; diversion of management
attention from other key areas of our business; negative impacts on employee morale; and other potential dislocations and disruptions to
the business. In addition, if our business expands, it may be more difficult for us to attract additional personnel and develop the resources
we would need to support a larger customer base. Accordingly, if we are unable to manage this consolidation and transition effectively,
our overall business and operating results could be materially and adversely affected.

If we do not achieve increased tax benefits as a result of our recently implemented corporate restructuring, our financial
condition and operating results could be adversely affected.

We completed a reorganization of our corporate organization in 2015. The purpose of this reorganization was to more closely align
our corporate structure with the international nature of our business activities. This corporate restructuring activity is anticipated to allow
us to reduce our overall effective tax rate through changes in how we develop and use our intellectual property and the structure of our
international sales operations, including by entering into transfer-pricing arrangements that establish transfer prices for our intercompany
transactions.

There can be no assurance that the taxing authorities of the jurisdictions in which we operate or to which we are otherwise deemed
to have sufficient tax nexus will not challenge the restructuring or the tax position that we take. From time to time, we enter into license
agreements with our licensees pursuant to which we may agree to indemnify a customer for certain taxes imposed on the customer by
an applicable tax authority and related expense. On April 28, 2017, we received a letter from Samsung requesting that we reimburse
Samsung with respect to withholding tax and penalties imposed on Samsung by the Korean tax authorities as a result of its determination
that withholding taxes should have been withheld from certain payments made from Samsung to Immersion Software Limited. On
September 29, 2017, Samsung filed an arbitration demand with the International Chamber of Commerce against us demanding that we
reimburse Samsung for the imposed tax and penalties that Samsung paid to the Korean tax authorities. Samsung is requesting that we
pay them the amount of KRW 7,841,324,165 (approximately $6.3 million) plus interest from and after May 2, 2017 plus the cost of the
arbitration including legal fees. We deny liability, and have asked the International Chamber of Commerce to postpone the arbitration
until the tax appeal is resolved. The arbitration panel conducted an initial status conference on February 7, 2018. On February 15, 2018,
the arbitration panel denied the motion to stay and has proposed a procedural schedule with a hearing in July 2018.

In addition, on October 16, 2017, we received a letter from LG Electronics Inc. (“LGE”) requesting that we reimburse LGE with
respect to withholding tax imposed on LGE by the Korean tax authorities following an investigation where the tax authority determined
that LGE failed to withhold on LGE’s royalty payments to Immersion Software Ireland from 2012 to 2014. On November 3, 2017,
Immersion filed an appeal with the Korea Tax Tribunal regarding their findings with respect to the withholding taxes. In the event that it
is determined that we are obligated to indemnify Samsung and/or LGE for such withholding taxes imposed by the Korean tax authorities,
we would incur significant expenses. In addition, future changes to U.S. or non-U.S. tax laws, including
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legislation to reform U.S. or other countries' taxation of international business activities, could negatively impact the anticipated tax
benefits of the restructuring.

Any benefits to our tax rate will also depend on our ability to operate our business in a manner consistent with the reorganization of
our corporate organization and applicable tax provisions, as well as on our achieving our forecasted revenue growth rates. If the intended
tax treatment is not accepted by the applicable taxing authorities, changes in tax law negatively impact the structure or we do not operate
our business consistent with the intended reorganization and applicable tax provisions, we may fail to achieve the financial efficiencies
that we anticipate as a result of the reorganization and our future operating results and financial condition may be negatively impacted.

Our international operations subject us to additional risks and costs.

We currently have sales personnel in Japan, Korea, and China. International revenues accounted for approximately 11% of our total
revenue for the three months ended March 31, 2018. International operations are subject to a number of difficulties, risks, and special
costs, including:

• compliance with multiple, conflicting and changing governmental laws and regulations;

• laws and business practices favoring local competitors;

• foreign exchange and currency risks;

• changing import and export restrictions, duties, tariffs, quotas and other barriers;

• difficulties staffing and managing foreign operations;

• difficulties and expense in establishing and enforcing IP rights;

• business risks, including fluctuations in demand for our technologies and products and the cost and effort to conduct
international operations and travel abroad to promote international distribution and overall global economic conditions;

• multiple conflicting tax laws and regulations;

• political and economic instability; and

• the possibility of an outbreak of hostilities or unrest in markets where major customers are located, including Korea.

Our international operations could also increase our exposure to international laws and regulations, which are subject to change. If we
cannot comply with foreign laws and regulations, which are often complex and subject to variation, differing or inconsistent government
interpretation, and unexpected changes, we could incur unexpected costs and potential litigation. For example, the governments of foreign
countries might attempt to regulate our products or levy sales or other taxes relating to our activities. In addition, foreign countries may
impose tariffs, duties, price controls, or other restrictions on foreign currencies or trade barriers, any of which could make it more difficult
for us to conduct our business. Our international operations could also increase our exposure to complex international tax rules and
regulations. Changes in, or interpretations of, tax rules and regulations may adversely affect our income tax provision. In addition, our
operations outside the United States may be affected by changes in trade protection laws, policies and measures, and other regulatory
requirements affecting trade and investment, including the Foreign Corrupt Practices Act and local laws prohibiting corrupt payments by
our employees, vendors, or agents.

We had an accumulated deficit of $83 million as of March 31, 2018, and may not return to consistent profitability in the future.

As of March 31, 2018, we had an accumulated deficit of $83 million. We need to generate significant ongoing revenue to return to
consistent profitability. We will continue to incur expenses as we:

• incur costs related to litigation;

• increase our sales and marketing efforts;

• engage in research and develop our technologies; and

• protect and enforce our IP;

If our revenues grow more slowly than we anticipate or if our operating expenses exceed our expectations, we may not return to
profitability.
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The terms in our agreements may be construed by our licensees in a manner that is inconsistent with the rights that we have
granted to other licensees, or in a manner that may require us to incur substantial costs to resolve conflicts over license terms.

We have entered into, and we expect to continue to enter into, agreements pursuant to which our licensees are granted rights to our
technology and our IP. These rights may be granted in certain fields of use, or with respect to certain market sectors or product categories,
and may include exclusive rights or sublicensing rights. We refer to the license terms and restrictions in our agreements, including, but
not limited to, field of use definitions, market sector, and product category definitions, collectively as “License Provisions.”

Due to the continuing evolution of market sectors, product categories, and licensee business models, and to the compromises inherent
in the drafting and negotiation of License Provisions, our licensees may interpret License Provisions in their agreements in a way that
is different from our interpretation of such License Provisions, or in a way that is in conflict with the rights that we have granted to
other licensees. Such interpretations by our licensees may lead to claims that we have granted rights to one licensee that are inconsistent
with the rights that we have granted to another licensee. Many of our customers report royalties to us based on their shipments or their
revenues and their interpretation and allocation of contracted royalty rates. It is possible that the originally reported royalties could differ
materially from those determined by either a customer self-reported correction or from an audit we have performed. These interpretations
may also cause disagreements arising during customer audits, may lead to claims or litigation, and may have an adverse effect on the
results of our operations. Further, although our agreements generally give us the right to audit books and records of our licensees, audits
can be expensive, time consuming, and may not be cost justified based on our understanding of our licensees’ businesses. Pursuant to our
license compliance program, we audit certain licensees to review the accuracy of the information contained in their royalty reports in an
effort to decrease the risk of our not receiving royalty revenues to which we are entitled, but we cannot give assurances that such audits
will be effective.

In addition, after we enter into an agreement, it is possible that markets and/or products, or legal and/or regulatory environments, will
evolve in an unexpected manner. As a result, in any agreement, we may have granted rights that will preclude or restrict our exploitation
of new opportunities that arise after the execution of the agreement.

We may not be able to continue to derive significant revenues from makers of peripherals for popular video gaming platforms.

A significant portion of our gaming royalty revenues comes from third-party peripheral makers who make licensed gaming products
designed for use with popular video game console systems from Microsoft, Sony, and Nintendo. Video game console systems are closed,
proprietary systems, and video game console system makers typically impose certain requirements or restrictions on third-party peripheral
makers who wish to make peripherals that will be compatible with a particular video game console system. If third-party peripheral
makers cannot or are not allowed to satisfy these requirements or restrictions, our gaming royalty revenues could be significantly reduced.
Furthermore, should a significant video game console maker choose to omit touch-enabling capabilities from its console systems or
somehow restrict or impede the ability of third parties to make touch-enabling peripherals, it could lead our gaming licensees to stop
making products with touch-enabling capabilities, thereby significantly reducing our gaming royalty revenues. Also, if the gaming
industry changes such that mobile or other platforms increase in popularity at the expense of traditional video game consoles, our gaming
royalty revenues could be substantially reduced if we are unable to enter into replacement arrangements enabling us to license our
software or IP in connection with gaming on such mobile or other platforms. Although Immersion has a significant software and IP
position with respect to Virtual Reality peripherals and systems, the market may not become large enough to generate material revenues.
Finally, as some of our litigated patents have expired related to video game peripherals, our gaming royalty revenues will likely decline
until we are successful in proving the relevance of our IP for this market.

Because we have a fixed payment license with Microsoft, our royalty revenue from licensing in the gaming market and other
consumer markets has previously declined and may further do so if Microsoft increases its volume of sales of touch-enabled products
at the expense of our other licensees.

Under the terms of our present agreement with Microsoft, Microsoft receives a royalty-free, perpetual, irrevocable license (including
sublicense rights) to our worldwide portfolio of patents. This license permits Microsoft to make, use, and sell hardware, software, and
services, excluding specified products, covered by our patents. We will not receive any further revenues or royalties from Microsoft
under our current agreement with Microsoft, including with respect to Microsoft’s Xbox One gaming product or any other haptic related
product. Microsoft has a significant share of the market for touch-enabled console gaming computer peripherals and is pursuing other
consumer markets such as mobile devices, tablets, personal computers, and virtual and augmented reality. Microsoft has significantly
greater financial, sales, and marketing resources, as well as greater name recognition and a larger customer base than some of our other
licensees. In the event that Microsoft increases its share of these markets, our royalty revenue from other licensees in these market
segments may decline.
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Automobiles incorporating our touch-enabling technologies are subject to lengthy product development periods, making it
difficult to predict when and whether we will receive royalties for these product types.

The product development process for automobiles is very lengthy, sometimes longer than four years. We may not earn royalty
revenue on our automotive device technologies unless and until products featuring our technologies are shipped to customers, which may
not occur until several years after we enter into an agreement with a manufacturer or a supplier to a manufacturer. Throughout the product
development process, we face the risk that a manufacturer or supplier may delay the incorporation of, or choose not to incorporate, our
technologies into its products, making it difficult for us to predict the royalties we may receive, if any. After the product launches, our
royalties still depend on market acceptance of the vehicle, or the option packages if our technology is an option (for example, a navigation
unit), which is likely to be determined by many factors beyond our control.

We have little or no control or influence on our licensees’ design, manufacturing, quality control, promotion, distribution, or
pricing of their products incorporating our touch-enabling technologies, upon which we generate royalty revenue.

A key part of our business strategy is to license our software and IP to companies that manufacture and sell products incorporating
our touch-enabling technologies. For the three months ended March 31, 2018, substantially all of our total revenues were royalty and
license revenues, as compared to 98% for the same period in 2017. We do not control or influence the design, manufacture, quality
control, promotion, distribution, or pricing of products that are manufactured and sold by our licensees, nor can we control consolidation
within an industry which could either reduce the number of licensable products available or reduce royalty rates for the combined
licensees. In addition, we generally do not have commitments from our licensees that they will continue to use our technologies in current
or future products. As a result, products incorporating our technologies may not be brought to market, achieve commercial acceptance,
or otherwise generate meaningful royalty revenue for us. For us to generate royalty and license revenue, licensees that pay us per-
unit royalties must manufacture and distribute products incorporating our touch-enabling technologies in a timely fashion and generate
consumer demand through marketing and other promotional activities. If our licensees’ products fail to achieve commercial success,
or if their products are recalled because of quality control problems or if they do not ship products incorporating our touch-enabling
technologies in a timely fashion or fail to achieve strong sales, our revenues will not grow and could decline.

Our business may suffer if third parties assert that we violate their IP rights.

Third parties have previously claimed and may in the future claim that we or our customers are infringing upon their IP rights. Even
if we believe that such claims are without merit or that we are not responsible for them under the indemnification or other terms of
our customer license agreements, they can be time-consuming and costly to defend against and may divert management’s attention and
resources away from our business. Furthermore, third parties making such claims may be able to obtain injunctive or other equitable relief
that could block our ability to further develop or commercialize some or all of our software technologies or services in the United States
and abroad. Claims of IP infringement also might require us to enter into costly settlement or license agreements or pay costly damage
awards. Even if we have an agreement that provides for a third party to indemnify us against such costs, the indemnifying party may be
unable or unwilling to perform its contractual obligations.

We license some technologies from third parties. We must rely upon the owners of these technologies for information on the origin
and ownership of the technologies. As a result, our exposure to infringement claims may increase. We generally obtain representations
as to the origin and ownership of acquired or licensed technologies and indemnification to cover any breach of these representations.
However, representations may not be accurate and indemnification may not provide adequate compensation for breach of the
representations. If we cannot or do not license the infringed IP at all or on reasonable terms, or substitute similar technology from another
source, our business, financial position, results of operations or cash flows could suffer.

Our business and operations could suffer in the event of security breaches.

Attempts by others to gain unauthorized access to our information technology systems are becoming more sophisticated. These
attempts, which might be related to industrial or other espionage, include covertly introducing malware to our computers and networks
and impersonating authorized users, among others. We might be unaware of an incident or its magnitude and effects. The theft,
unauthorized use or publication of our intellectual property and/or confidential business information could harm our competitive position
and reputation, reduce the value of our investment in research and development and other strategic initiatives or otherwise adversely affect
our business. To the extent that any future security breach results in inappropriate disclosure of our customers' confidential information,
we may incur liability.

In addition, our business involves the storage and transmission of customers’ proprietary information, and security breaches could
expose us to a risk of loss of this information, litigation and possible liability. These security measures may be breached as a result of
third-party action, employee error, malfeasance or otherwise, during transfer of data, and result in someone obtaining unauthorized access
to our data or our customers’ data. Additionally, third parties may attempt to fraudulently induce employees or customers into disclosing
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frequently and generally are not recognized until launched against a target, we may be unable to anticipate these techniques or to
implement adequate preventative measures. In addition, our customers may authorize third party technology providers, to access their
customer data. Because we do not control the transmissions between our customers and third-party technology providers, or the
processing of such data by third-party technology providers, we cannot ensure the complete integrity or security of such transmissions or
processing. Any security breach could result in a loss of confidence in the security of our service, damage our reputation, lead to legal
liability and negatively impact our future sales.

If we are unable to develop open source compliant products, our ability to license our technologies and generate revenues would
be impaired.

We have seen, and believe that we will continue to see, an increase in customers requesting that we develop products that will operate
in an “open source” environment. Developing open source compliant products without imperiling the IP rights upon which our licensing
business depends may prove difficult under certain circumstances, thereby placing us at a competitive disadvantage for new product
designs. Some of our proprietary technologies incorporate open source software that may be subject to open source licenses. These open
source licenses may require that source code subject to the license be released or made available to the public. Such open source licenses
may mandate that software developed based on source code that is subject to the open source license, or combined in specific ways with
such open source software, become subject to the open source license. We take steps to ensure that proprietary software we do not wish
to disclose is not combined with, or does not incorporate, open source software in ways that would require such proprietary software to
be subject to an open source license. However, few courts have interpreted open source licenses, and the manner in which these licenses
may be interpreted and enforced is therefore subject to some uncertainty. We often take steps to disclose source code for which disclosure
is required under an open source license, but it is possible that we have made or will make mistakes in doing so, which could negatively
impact our brand or our adoption in the community, or could expose us to additional liability. In addition, we rely on multiple software
programmers to design our proprietary products and technologies. Although we take steps to ensure that our programmers (both internal
and outsourced) do not include open source software in products and technologies we intend to keep proprietary, we cannot be certain
that open source software is not incorporated into products and technologies we intend to keep proprietary. In the event that portions of
our proprietary technology are determined to be subject to an open source license, or are intentionally released under an open source
license, we could be required to publicly release the relevant portions of our source code, which could reduce or eliminate our ability to
commercialize our products and technologies. As a result, our revenues may not grow and could decline.

Our business depends in part on access to third-party platforms and technologies, and if the access is withdrawn, denied, or is not
available on terms acceptable to us, or if the platforms or technologies change, our business and operating results could be adversely
affected.

Many of our current and future software technologies are designed for use with third-party platforms and technologies. Our business
relies on our access to these platforms and technologies of third parties, which can be withdrawn, denied or not be available on terms
acceptable to us.

Our access to third-party platforms and technologies may require paying royalties or other amounts, which lowers our margins, or
may otherwise be on terms that are not acceptable to us. In addition, the third-party platforms or technologies used to interact with our
software technologies can be delayed in production or can change in ways that negatively impact the operation of our software.

If we are unable to access third-party platforms or technologies, or if our access is withdrawn, denied, or is not available on terms
acceptable to us, or if the platforms or technologies are delayed or change, our business and operating results could be adversely affected.

The uncertain economic and political environment could reduce our revenues and could have an adverse effect on our financial
condition and results of operations.

The current global economic conditions and political climate could materially hurt our business in a number of ways, including
longer sales and renewal cycles, exchange rate volatility, delays in adoption of our products or technologies or those of our customers,
increased risk of competition, higher taxes and tariffs on goods incorporating out technologies, higher overhead costs as a percentage of
revenue, delays in signing or failing to sign customer agreements or signing customer agreements with reduced royalty rates. In addition,
our customers, potential customers, and business partners would likely face similar challenges, which could materially and adversely
affect the level of business they conduct with us or the sales volume of products that include our technology.

We might be unable to retain or recruit necessary personnel, which could slow the development and deployment of our
technologies.
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Our technologies are complex, and we rely upon the continued service of our existing personnel to support licensees, enhance
existing technologies, and develop new technologies. Accordingly, our ability to develop and deploy our technologies and to sustain our
revenue growth depends upon the continued service of our management and other key personnel, many of whom would be difficult to
replace. Furthermore, we believe that there are a limited number of engineering and technical personnel that are experienced in haptics.
Management and other key employees may voluntarily terminate their employment with us at any time without notice. The loss of
management or key personnel could delay product development cycles or otherwise harm our business.

We believe that our future success will also depend largely on our ability to attract, integrate, and retain sales, support, marketing,
and research and development personnel. In addition, our Chief Executive Officer, Vice President, Worldwide Sales and Customer
Support, and Vice President of Engineering have left our company and we may need to recruit and retain permanent replacements for
these executives. Competition for such personnel is intense, and we may not be successful in attracting, integrating, and retaining such
personnel. Given the protracted nature of, if, how, and when we collect royalties on new design contracts, it may be difficult to craft
compensation plans that will attract and retain the level of salesmanship needed to secure these contracts. Additionally, our
compensation packages need to be competitive in the Silicon Valley where the stock component of compensation is an important factor
that candidates and employees consider. Some of our executive officers and key employees hold stock options with exercise prices that
may be above the current market price of our common stock or that are largely vested. Each of these factors may impair our ability to
retain the services of our executive officers and key employees.

Our technologies are complex and may contain undetected errors, which could harm our reputation and future sales.

Any failure to provide high quality and reliable technologies, whether caused by our own failure or failures of our suppliers or
customers, could damage our reputation and reduce demand for our technologies. Our technologies have in the past contained, and may
in the future contain, undetected errors or defects. Some errors in our technologies may only be discovered after a customer’s product
incorporating our technologies has been shipped to customers. Any errors or defects discovered in our technologies after commercial
release could result in product recalls, loss of revenue, loss of customers, and increased service and warranty costs, any of which could
adversely affect our business.

Catastrophic events, such as natural disasters, war, and acts of terrorism could disrupt the business of our customers, which could
harm our business and results of operations.

The production processes and operations of our customers are susceptible to the occurrence of catastrophic events, such as natural
disasters, war, and acts of terrorism, all of which are outside of our control. Any such events could cause a serious business disruption to
our customers’ ability to manufacture, distribute and sell products incorporating our touch-enabling technologies, which may adversely
affect our business and results of operation.

If our facilities were to experience catastrophic loss, our operations would be seriously harmed.

Our facilities could be subject to a catastrophic loss such as fire, flood, earthquake, power outage, or terrorist activity. A substantial
portion of our research and development activities, our corporate headquarters, and other critical business operations are located near
major earthquake faults in San Jose, California, an area with a history of seismic events. An earthquake at or near our facilities could
disrupt our operations and result in large expenses to repair and replace the facility. While we believe that we maintain insurance sufficient
to cover most long-term potential losses at our facilities, our existing insurance may not be adequate for all possible losses including
losses due to earthquakes.

If we fail to establish and maintain proper and effective internal controls, our ability to produce accurate financial statements on
a timely basis could be impaired, which would adversely affect our consolidated operating results, our ability to operate our business
and our stock price.

We have in the past had material weaknesses in our internal control over financial reporting. Ensuring that we have adequate internal
financial and accounting controls and procedures in place to produce accurate financial statements on a timely basis is a costly and
time-consuming effort that needs to be re-evaluated frequently. Any failure on our part to remedy identified material weaknesses, or any
additional delays or errors in our financial reporting controls or procedures, could cause our financial reporting to be unreliable and could
have a material adverse effect on our business, results of operations, or financial condition and could have a substantial adverse impact
on the trading price of our common stock.

We do not expect that our internal control over financial reporting will prevent or detect all errors and all fraud. A control system,
no matter how well designed and operated, can provide only reasonable, not absolute, assurance that the control system’s objectives
will be met. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that
misstatements due to error or fraud will not occur or that all control issues and instances of fraud, if any, within our company will have
been detected.
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The nature of some of our products may also subject us to export control regulation by the U.S. Department of State and the
Department of Commerce. Violations of these regulations can result in monetary penalties and denial of export privileges.

Our sales to customers or sales by our customers to their end customers in some areas outside the United States could be subject
to government export regulations or restrictions that prohibit us or our licensees from selling to customers in some countries or that
require us or our licensees to obtain licenses or approvals to export such products internationally. Delays or denial of the grant of any
required license or approval, or changes to the regulations, could make it difficult or impossible to make sales to foreign customers in
some countries and could adversely affect our revenue. In addition, we could be subject to fines and penalties for violation of these export
regulations if we were found in violation. Such violation could result in penalties, including prohibiting us from exporting our products
to one or more countries, and could materially and adversely affect our business.

Investment Risks

Our quarterly revenues and operating results are volatile, and if our future results are below the expectations of public market
analysts or investors, the price of our common stock is likely to decline.

Our revenues and operating results are likely to vary significantly from quarter to quarter due to a number of factors, many of which
are outside of our control and any of which could cause the price of our common stock to decline.

These factors include:

• the establishment or loss of licensing relationships;

• the timing and recognition of payments under our license agreements, as well as other multi-element arrangements;

• seasonality in the demand for our technologies or products or our licensees’ products;

• the timing of our expenses, including costs related to litigation, stock-based awards, acquisitions of technologies, or businesses;

• developments in and costs of pursuing or settling any pending litigation;

• the timing of introductions and market acceptance of new technologies and products and product enhancements by us, our
licensees, our competitors, or their competitors;

• the timing of work performed under development agreements; and

• errors in our licensees’ royalty reports, and corrections and true-ups to royalty payments and royalty rates from prior periods.

Changes in financial accounting standards or policies may affect our reported financial condition or results of operations and,
in certain cases, could cause a decline and/or fluctuations in the price of our common stock.

From time to time, financial and accounting standard setters such as the FASB and the SEC change certain guidance governing the
form and content of registrants’ external financial statements, or update their previous interpretations with regard to the application of
certain General Accepted Accounting Principles ("GAAP"). Such change in GAAP or their interpretation can have a significant effect
on our reported financial condition and/or results of operations. If applicable to Immersion, we would be required to apply a new or
revised guidance, which may result in retrospective adjustments to our financial statements, and change the way we account for certain
transaction than under the existing guidance. Changes in GAAP and reporting standards could substantially change our reporting practices
in a number of areas, including revenue recognition and recording of assets and liabilities, and consequently affect our reported financial
condition or results of operations.

Our business is subject to changing regulations regarding corporate governance and other compliance areas that will increase
both our costs and the risk of noncompliance.

As a public company, we are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act of 2002, and the
rules and regulations of The NASDAQ Stock Market and other regulations that may be enacted from time-to-time. The requirements
of these and other rules and regulations have increased and we expect will continue to increase our legal, accounting and financial
compliance costs, will make some activities more difficult, time-consuming and costly, and may also place undue strain on our personnel,
systems and resources.

Our stock price may fluctuate regardless of our performance.
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price of our common stock has been, and in the future could be, significantly affected by factors such as: actual or anticipated
fluctuations in operating results; announcements of technical innovations; announcements regarding litigation in which we are involved;
the acquisition or loss of customers; changes by game console manufacturers to not include touch-enabling capabilities in their products;
new products or new contracts; sales or the perception in the market of possible sales of large number of shares of our common
stock by insiders or others; stock repurchase activity; changes in securities analysts’ recommendations; personnel changes; changing
circumstances regarding competitors or their customers; governmental regulatory action or inaction; developments with respect to patents
or proprietary rights; inclusion in or exclusion from various stock indices; and general market conditions. In the past, following periods
of volatility in the market price of a company’s securities, securities class action litigation has been initiated against that company.

Our stock repurchase program could affect our stock price and add volatility.

Any repurchases pursuant to our stock repurchase program could affect our stock price and add volatility. There can be no
assurance that any repurchases will continue to be made under the program, nor is there any assurance that a sufficient number of
shares of our common stock will be repurchased to satisfy the market’s expectations. Furthermore, there can be no assurance that
any repurchases conducted under the plan will be made at the best possible price. The existence of a stock repurchase program could also
cause our stock price to be higher than it would be in the absence of such a program and could potentially reduce the market liquidity for
our stock. Additionally, we are permitted to and could discontinue our stock repurchase program at any time and any such discontinuation
could cause the market price of our stock to decline.

Provisions in our charter documents and Delaware law could prevent or delay a change in control, which could reduce the market
price of our common stock.

Provisions in our certificate of incorporation and bylaws may have the effect of delaying or preventing a change of control or
changes in our board of directors or management, including the following:

• our board of directors is classified into three classes of directors with staggered three-year terms which will be phased out over
time through 2019;

• only our chairperson of the board of directors, a majority of our board of directors or 10% or greater stockholders are authorized
to call a special meeting of stockholders;

• our stockholders can only take action at a meeting of stockholders and not by written consent;

• vacancies on our board of directors can be filled only by our board of directors and not by our stockholders;

• our restated certificate of incorporation authorizes undesignated preferred stock, the terms of which may be established and
shares of which may be issued without stockholder approval;

• advance notice procedures apply for stockholders to nominate candidates for election as directors or to bring matters before an
annual meeting of stockholders; and

• we have implemented a stockholder rights plan.

In addition, certain provisions of Delaware law may discourage, delay, or prevent someone from acquiring or merging with us. These
provisions could limit the price that investors might be willing to pay in the future for shares.

ITEM 6. EXHIBITS

The exhibits listed in the accompanying “Exhibit Index” are filed or incorporated by reference as part of this Form 10-Q.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its
behalf by the undersigned thereunto duly authorized.

Date: May 11, 2018

IMMERSION CORPORATION

By /s/ Nancy Erba
Nancy Erba

Chief Financial Officer and Principal Accounting Officer
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EXHIBIT INDEX

Incorporated by ReferenceExhibit
Number Exhibit Description Form File No. Exhibit Filing Date

Filed
Herewith

10.1 Separation Agreement dated January 2,
2018 between Immersion and Victor
Viegas

8-K/A 000-27969 10.2 January 3, 2018

10.2 # Settlement and License Agreement,
between Immersion and Apple Inc.,
dated as of January 26, 2018

X

10.4 ** Amended and Restated Retention and
Ownership Change Agreement dated
February 26, 2018 by and between
Immersion and Nancy Erba

X

10.6 ** Amended and Restated Retention and
Ownership Change Agreement dated
February 26, 2018 by and between
Immersion and Anne Marie Peters

X

31.1 Certification of Carl Schlachte, Interim
Chief Executive Officer, pursuant to
Section 302 of the Sarbanes-Oxley Act
of 2002.

X

31.2 Certification of Nancy Erba, Chief
Financial Officer, pursuant to
Section 302 of the Sarbanes-Oxley Act
of 2002.

X

32.1* Certification of Carl Schlachte, Interim
Chief Executive Officer, pursuant to
Section 906 of the Sarbanes-Oxley Act
of 2002.

X

32.2* Certification of Nancy Erba, Chief
Financial Officer, pursuant to
Section 906 of the Sarbanes-Oxley Act
of 2002.

X

101.INS XBRL Report Instance Document X
101.SCH XBRL Taxonomy Extension Schema

Document
X

101.CAL XBRL Taxonomy Calculation Linkbase
Document

X

101.DEF XBRL Taxonomy Extension Definition
Linkbase Document

X

101.LAB XBRL Taxonomy Label Linkbase
Document

X

101.PRE XBRL Presentation Linkbase Document X

# Certain portions of this exhibit have been omitted and filed separately with the SEC pursuant to a request for confidential
treatment under Rule 24b-2 as promulgated under the Exchange Act.

* This certification is deemed not filed for purposes of section 18 of the Exchange Act or otherwise subject to the liability of that
section, nor shall it be deemed incorporated by reference into any filing under the Securities Act or the Exchange Act.
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NOTE: THIS DOCUMENT IS THE SUBJECT OF A CONFIDENTIAL TREATMENT REQUEST
PURSUANT TO RULE 24B-2 UNDER THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED.
PORTIONS OF THIS DOCUMENT FOR WHICH CONFIDENTIAL TREATMENT HAS BEEN
REQUESTED HAVE BEEN REDACTED AND ARE MARKED HEREIN BY “[***]”. SUCH REDACTED
INFORMATION HAS BEEN FILED SEPARATELY WITH THE COMMISSION PURSUANT TO THE
CONFIDENTIAL TREATMENT REQUEST.

SETTLEMENT AND LICENSE AGREEMENT

This Settlement and License Agreement (“Agreement”) is made as of January 26, 2018 (“Effective Date”)
between Apple Inc., a California corporation (“Apple”) and Immersion Corporation, a Delaware corporation
(“Immersion”). As used herein, “Party” refers to either Immersion or Apple, and “Parties” refers to Immersion
and Apple collectively.

WHEREAS, Apple desires to acquire a non-exclusive license under [***] patents [***], and to resolve any
disputes related thereto.

WHEREAS Immersion brought suit against Apple in United States International Trade Commission Inv.
Nos. 337-TA-1004/990 (consolidated); Immersion Corp. v. Apple Inc., et al., Civil Action Nos. 1:16-cv- 00077 and
1:16-cv- 00325 (D. Delaware); and an action in the Beijing High People’s Court against Apple Computer Trading
(Shanghai) Co., Ltd., Apple Electronic Product Commerce (Beijing) Co., Ltd., and Apple Trading (Shanghai) Co.,
Ltd. (collectively, the “Lawsuit”); and

WHEREAS the Parties now desire to settle the Lawsuit and enter into this agreement providing for a [***]
settlement of the subject matter of the Lawsuit and for certain [***], all on the terms and conditions set forth
herein.

NOW, THEREFORE, in consideration of the above premises and the mutual covenants contained herein
and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
Parties, intending to be legally bound, hereby agree as follows:

1.0 DEFINITIONS.

1.1 “Licensed Product” means [***] product, product line, service, device, system, component,
hardware, software, any combination of the foregoing, or other offering that is designed, branded, made, used,
sold, offered for sale, leased, purchased, licensed, imported, exported, supplied or otherwise provided [***]. For
the avoidance of doubt, any of the above enumerated items that is not designed, branded, made, used, sold, offered
for sale, leased, purchased, licensed, imported, exported, supplied or [***] shall not
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qualify as a Licensed Product even if such item is identical or similar to an item that is supplied or [***].
Notwithstanding the above, no right to become a foundry to third parties other than [***] is granted under this
Agreement.

1.2 “Immersion Patents” means (i) [***] patents and patent applications (along with patents issuing
thereon) [***] that are, as of the Effective Date, [***], including without limitation U.S. Patent Numbers
8,772,356, 8,619,051, 8,659,571, 7,336,260, 7,808,488, 8,749,507, 8,581,710, and (ii) any divisional,
continuation, continuation-in-part, reissue, reexamination, utility model, foreign counterpart, parent or extension
of any patent or application included in Section 1.2(i) or (ii), and any patent or patent application whose [***].
Notwithstanding anything to the contrary, the term “Immersion Patents” do not include: (a) patents and patent
applications owned or controlled by a third party that acquires Immersion or any of its Affiliates after the Effective
Date, whether by merger, acquisition, or purchase of all or substantially all of the assets of Immersion or its
Affiliates; (b) patents and patent applications owned or controlled by a third party that is acquired by Immersion
or any of its Affiliates after the Effective Date, whether by merger, acquisition, or purchase of all or substantially
all of the assets of such third party; or (c) Conditional Patents.

1.3 “Conditional Patents” shall mean a patent or patent application for which the grant of licenses,
releases, or freedom from suit to a third party results in an obligation to pay, or the payment of, additional royalties
by Immersion or any of its Affiliates to a third party owner or a third party licensor of the patent or patent
application. Immersion represents and warrants that, as of the Effective Date, [***].

1.4 “Affiliate” means, with respect to a person, corporation or other entity, any other person, corporation
or entity that directly or indirectly controls, is controlled by, or is under common control with such corporation
or entity. For purposes of this definition, “control” means the possession, directly or indirectly, of the power to
direct or cause the direction of management or policies of a person, corporation or other entity whether through the
ownership of voting securities, by contract or otherwise. Notwithstanding the above, Affiliates shall not include
any Excluded Apple Assignees.

1.5 “Covered Apple Parties” means Apple, [***], in each case, solely to exercise the rights set forth in
Section 2 with respect to Licensed Products.

1.6 “Excluded Apple Assignee” shall mean, [***].

1.7 “Pending Inter Partes Reviews” shall mean: (a) the proceedings pending in the United States Patent
and Trademark Office to conduct an inter partes review of Immersion patents based on petitions Apple filed
with the Patent Trial and Appeal Board (“PTAB” or “Board”), including the following IPRs: IPR2016-1372
(’571 patent), IPR2016-1381 (’356 patent), IPR2016-1603 (’710 patent), IPR2016-1884 (’260 patent), and
IPR2016-1907 (’488 patent), (b) the Requests for Reexaminations and Invalidation at the State Intellectual
Property Office of the People’s Republic of China of Chinese Patent No. ZL02821854.X and Chinese Patent No.
ZL200810008845.X, and (c) any other pending
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proceedings by Apple or its Affiliates challenging or contesting the validity or enforceability of the Immersion
Patents.

2.0 LICENSE AND RELEASE.

2.1 License. Subject to the terms and conditions of this Agreement [***] and solely during the Term,
Immersion, on behalf of itself, its Affiliates, and their successors and assigns, grants to the Covered Apple Parties
a [***] license under the Immersion Patents to make, have made, use, purchase, sell, offer for sale, license, lease,
import, export, or otherwise dispose of [***].

2.2 Covenant. In addition to Sections 2.1

2.2.1 By Immersion. In addition to [***], and effective and conditioned upon [***], Immersion, on
behalf of itself, its Affiliates, and their successors and assigns, hereby covenants not to sue the Covered Apple
Parties for infringement of the Immersion Patents with respect to Licensed Products licensed above in Section 2.1.
No Licensed Product shall be used to satisfy any claim or claim element asserted by Immersion or its Affiliates,
and their successors and assigns, against Apple, its Affiliates, their successors and assigns, customers, users,
licensees, service providers, distributors, retailers, or direct and indirect suppliers. Notwithstanding anything to the
contrary in this Agreement, the covenant not to sue in this Section 2.2.1 shall not: (a) preclude Immersion or any
of its Affiliates from bringing a claim for a breach of this Agreement; or (b) prevent Immersion from bringing
an infringement suit against a Covered Apple Party or its Affiliates after the termination or expiration of this
Agreement for actions that occur after termination or expiration of this Agreement, or with respect to patents that
are not Immersion Patents.

2.2.2 By Apple. Apple, on behalf of itself, its Affiliates, and their successors and assigns, hereby covenants
not to sue Immersion, its Affiliates, their successors and assigns, direct or indirect customers, users, licensees,
service providers, distributors, retailers, or direct and indirect suppliers for any claims related to the Immersion
Patents, and covenants not to contest or assist in the contest in any forum, including federal courts, whether
under 28 U.S.C. §§ 2201-2202 or not, United States Patent and Trademark Office, and/or the International Trade
Commission, that the Immersion Patents are valid and enforceable. This section shall not apply, however, if
Immersion, or its Affiliates, successors, directors, employees, or agents (a) breaches the covenant not to sue
of Section 2.2.1 in any regard; (b) acts in a manner inconsistent with the licenses and releases of Sections
2.1 and 2.3 in any regard; or (c) alleges or claims that any Covered Apple Party infringes or will infringe the
Immersion Patents based on Licensed Products. This section shall not preclude Apple, or any Apple Affiliate,
successor, assign, predecessor, customer, or supplier, who receives a lawful subpoena, discovery request, Court
or administrative order, or any other form of legal process or government directive, from responding to such a
request, order, or directive by producing or providing documents, testimony, or other information.

2.3 Release.
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2.3.1 By Immersion. [***], Immersion, on behalf of itself, its Affiliates, and their successors and
assigns hereby releases, acquits and forever discharges the Covered Apple Parties from any and all actions, causes
of action, claims or demands, liabilities, losses, damages, attorney fees, court costs, or any other form of claim or
compensation, whether known or unknown as of the Effective Date, arising out of the facts, events or occurrences
underlying or giving rise to or otherwise related to, [***] any released party on account of any such claim. For
the avoidance of doubt, the release set forth in this Section 2.3.1 shall not prevent Immersion from bringing
an infringement suit against a Covered Apple Party or its Affiliates after the termination or expiration of this
Agreement for actions that occur after termination or expiration of this Agreement, or with respect to patents that
are not Immersion Patents.

2.3.2 By Apple. In addition to Section 2.2, Apple, on behalf of itself, its Affiliates, and their successors
and assigns hereby releases, acquits and forever discharges Immersion (together with its Affiliates, predecessors,
successors, agents, attorneys, insurers, servants, distributors, licensees, service providers, retailers, suppliers,
employees, officers, directors, users and customers) from any and all actions, causes of action, claims or demands,
liabilities, losses, damages, attorney fees, court costs, or any other form of claim or compensation, whether known
or unknown as of the Effective Date, [***]. This section shall not apply, however, if Immersion, or its Affiliates,
successors, directors, employees, or agents (a) breaches the covenant not to sue of Section 2.2 in any regard; (b)
acts in a manner inconsistent with the licenses and releases of Sections 2.1 and 2.3.1 in any regard; or (c) alleges or
claims that Apple, any Apple Affiliate, or any Apple successor, assign, predecessor, customer, or supplier infringes
or will infringe the Immersion Patents based on Licensed Products.

2.4 Each Party, having specific intent to release all potential claims described in the foregoing Sections
2.1, 2.2, and 2.3, whether known or unknown, does hereby acknowledge and expressly waive the provisions of
Section 1542 of the California Civil Code (and similar provisions in other jurisdictions, whether by statute or
common law), which provides:

“A general release does not extend to claims which the creditor does not know or suspect
to exist in his or her favor at the time of executing the release, which if known by him or her, must
have materially affected his settlement with debtor.”

2.5 Dismissal. [***], Immersion shall submit on behalf of the parties (i) in the ITC, a motion to terminate
the ITC Investigation in substantially the form attached hereto as Exhibit A-1; (ii) in the District Court for the
United States District of Delaware, a joint stipulation of dismissal of all claims with prejudice and counterclaims
without prejudice, in substantially the form attached hereto as Exhibit A-2; (iii) documents requesting the
termination and dismissal of all pending IPRs in substantially the form attached hereto as Exhibit A-3 or otherwise
mutually agreed upon by the parties; and (iv) a request that the
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action before the Beijing High People’s Court be dismissed with prejudice in a form satisfactory to Immersion’s
counsel in the Chinese action. In the event that papers other than those attached hereto as exhibits are required to
effectuate the dismissal, the parties will cooperate in order to prepare such papers and effectuate the dismissal of
the Lawsuit. Immersion and Apple, on behalf of themselves and their Affiliates, further agree to take no additional
action to prosecute the Lawsuit against the other party (except that Immersion may appeal the ‘571 patent IPR and
the ‘356 patent IPR if those proceedings are not terminated pursuant to the motion of the parties), including seeking
any discovery or other relief, after such request for dismissal is made. Apple makes no admission of infringement
or liability by the negotiation, execution, or performance of this Agreement.

2.6 To the extent that Immersion does not have the right to grant fully the releases, licenses, covenants
and other rights set out in this Agreement, it grants the broadest such rights that it is entitled to grant consistent
with the terms set out herein.

3.0 CONSIDERATION.

3.1 [***], Apple will pay to Immersion [***] which is non-refundable and non-creditable. [***]

3.2 Option. Subject to the terms and conditions of this Section 3.2, if Apple provides written notice of its
intent to exercise the option described in this Section 3.2 (the “Option”) and agrees to pay Immersion [***] (the
“Option Fee”), then the Term shall be automatically extended until the expiration of the last Immersion Patent.
The Option Fee shall be non-refundable and non-creditable if paid. The payments described in [***] shall be the
[***] compensation paid to Immersion for the rights granted in this Agreement, and [***]. Payment of the Option
Fee shall be made by electronic transfer of funds to Immersion’s bank account set forth in Section 3.1 (or such
other Immersion bank account as Immersion provides to Apple). Immersion shall provide notice to Apple [***]
informing Apple of the its right to exercise the Option. Such notice shall include the deadline by which Apple
is required to accept the Option, which deadline shall be no earlier than [***] and shall attach an updated wire
instructions and Form W-9 (or equivalent). Notwithstanding the foregoing, the Option shall remain available to
Apple until [***] pursuant to the Agreement. If Apple exercises the Option, then the Option Fee shall be due
within [***] of the date that Apple exercises the Option.

3.3 Attached as Exhibit C to this Agreement is Immersion’s IRS Form W-9. Immersion will be
responsible for any duties, taxes, and levies resulting from any payment hereunder.

4.0 WARRANTIES.

4.1 Apple warrants and represents that it is a validly existing business and in good standing under the
laws of the respective jurisdictions in which it has activities, and
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has the full power and authority to enter into this Agreement and to perform its obligations hereunder and
consummate the transactions contemplated herein.

4.2 Immersion represents and warrants to Apple that: (a) it has all requisite legal right, power and
authority to execute, deliver and perform this Agreement; (b) as of the Effective Date, it owns or otherwise has
the right to license the Immersion Patents, and that no other third party owns any right to enforce or recover for
infringement of the Immersion Patents by Apple or its Affiliates; (c) it has not granted and will not grant any
licenses or other rights, under the Immersion Patents or otherwise, that would conflict with or prevent the licenses,
covenants, releases and rights granted to Apple and its Affiliates hereunder; and (d) it has not sold or assigned
patents or patent applications since the filing of the Lawsuit. Immersion represents and warrants that there are no
liens, conveyances, mortgages, assignments, encumbrances, or other agreements that would prevent or impair the
full and complete exercise of the terms of this Agreement. Immersion agrees to indemnify and hold Apple and
its Affiliates harmless from any claim brought by a third party who claims any interest in, or any right to recover
under any Immersion Patent. Immersion shall not grant or assign any rights under the Immersion Patents, unless
such grants or assignments are made subject to the rights granted in this Agreement.

4.3 As of the Effective Date, Immersion represents and warrants that it does not directly or indirectly
own or control, nor is it owned or controlled by or in common with, any other company or other entity that owns
any patents or patent applications other than the Immersion Patents. The express purpose of this clause is to permit
Apple to understand all patent rights that could be asserted against it by anyone having an interest in the Immersion
Patents; as such, any omission is deemed material to this entire Agreement. In the event that, and notwithstanding
this representation and warranty of Section 4.3, there are other patents that are directly or indirectly owned or
controlled by Immersion or another entity that is owned or controlled by or in common with Immersion, then such
other patents shall be treated as if they were Immersion Patents for the purposes of all licenses, covenants, releases
and other rights granted in this Agreement.

5.0 TERM AND TERMINATION.

5.1 This Agreement shall commence as of the Effective Date and continue until [***] (the “Term”);
provided that if Apple exercises the Option and pays the Option Fee to Immersion in accordance with Section
3.2, then this Agreement shall continue until the expiration of the last Immersion Patent. Upon expiration or
termination of the Term, the licenses and covenants not to sue set forth in this Agreement shall cease.

5.2 Other than as set forth in Section 5.1, this Agreement may only be terminated by mutual written
agreement of the Parties.
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6.0 ASSIGNABILITY.

6.1 Neither party may grant or assign any rights or delegate any duties under this Agreement to any third
party without the prior written consent of the other, and any attempted assignment without such consent
shall be null and void. Notwithstanding the foregoing, Apple may (i) assign rights under this Agreement
to any of its Affiliates, except any Excluded Apple Assignee and (ii) assign rights under this Agreement
to (a) an acquirer of all or substantially all of the equity or assets of its business to which this Agreement
relates or (b) the surviving entity in any merger, consolidation, equity exchange, or reorganization of its
business to which this Agreement relates, provided however that the licenses and/or covenants not to sue
as applied to such acquirer or surviving entity is limited to products and services that qualify as Licensed
Products and equivalent generations thereof as of the effective date of the applicable transaction in (ii); and
(2) Immersion may (i) assign rights under this Agreement to any of its Affiliates, (ii) assign this Agreement
to an acquirer of all or substantially all of the equity or assets of its business to which this Agreement
relates, or (iii) the surviving entity in any merger, consolidation, equity exchange, or reorganization of its
business to which this Agreement relates. All license rights and covenants contained herein shall run with
the Immersion Patents and shall be binding on any successors-in-interest or assigns thereof. Immersion
and its Affiliates shall not assign any Immersion Patent to any other party unless such assignment or grant
is subject to all of the terms and conditions of this Agreement. Any attempted assignment or grant in
contravention of this Section 6.1 shall be null and void. This Agreement shall be binding upon, inure to the
benefit of and be enforceable by the Parties and their permitted successors and assigns.

7.0 CONFIDENTIALITY.

7.1 The terms of this Agreement and all correspondence relating to this Agreement are confidential. The
Parties shall keep terms and particulars of this Agreement strictly confidential and no Party shall now or hereafter
disclose such terms and particulars to any third party except: (i) with the prior written consent of the other Party,
(ii) as may be required by applicable law, regulation or order of a governmental authority of competent jurisdiction,
(iii) during the course of litigation so long as the disclosure of such terms and conditions is subject to the same
restrictions as is the confidential information of the other litigating parties, such restrictions are embodied in a
court-entered protective order limiting disclosure to outside counsel and such disclosing Party provides the other
Party written notice at least ten (10) business days prior to such disclosure, (iv) in confidence to the professional
legal and financial counsel representing such Party, or (v) in confidence to any party covered by the releases,
licenses or covenants granted herein. With respect to the foregoing (ii), such disclosing Party shall, to the extent
legally permissible, provide the other Party with prior written notice of such applicable law, regulation or order
and, at the request of the other Party, use reasonable efforts to limit the disclosure of the terms and conditions of
this Agreement, and to obtain a protective order or other confidential treatment.

Page 7 CONFIDENTIAL SETTLEMENT AND LICENSE AGREEMENT
BETWEEN IMMERSION AND APPLE

[***] Confidential Treatment Request

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


7.2 Immersion may issue a press release as set forth in Exhibit D. Except with respect to such press
release, neither Party shall issue a press release or make any other public statement regarding this Agreement or
the settlement of the Lawsuit, except that Apple and Immersion may make any statement it deems appropriate to
satisfy its various public reporting obligations. Immersion, and its representatives and counsel, shall not directly or
indirectly seek any publicity regarding this Agreement, the settlement, or any litigation with Apple by any means,
including but not limited to, initiating or responding to any inquiry by the press concerning Apple, the Agreement,
the settlement, or the Lawsuit. If a third party expressly inquires about the Lawsuit or the Agreement, the only
statements that a Party may provide in response, without breach of the provisions herein, are (i) that [***]; and (ii)
to direct the third party [***].

7.3 The confidentiality provisions of this Agreement are material terms of this Agreement, and any
breach of these provisions will constitute a material breach of this Agreement. The failure of any Party to enforce
at any time any of the provisions governing the confidentiality of the terms of this Agreement or to require at any
time performance by any of the Parties of any such provisions shall in no way be construed as a waiver of such
provision or relinquishment of the right thereafter to enforce such provision.

8.0 NOTICES.

8.1 All notices required or permitted to be given hereunder shall be in writing and shall be deemed
delivered (i) upon receipt if delivered by hand, (ii) the next business day after being sent by prepaid,
nationally-recognized, overnight air courier, (iii) five (5) business days after being sent by registered or
certified airmail, return receipt required, postage prepaid, or (iv) upon transmittal when transmitted by
confirmed telecopy (provided that such notice is followed notice pursuant to any of (i) – (iii) above).

8.2 All notices shall be addressed as follows:
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For Apple: And with a copy to:

General Counsel
Apple Inc.
One Apple Park, 301-4GC
Cupertino, CA 95014
Fax: (408) 974-8530

Chief IP Counsel
Apple Inc.
One Apple Park, 169-3IPL
Cupertino, CA 95014
Fax: (408) 974-4992

And (for Section 7 notices only) with a copy to:
prod_requests@apple.com

For Immersion:

General Counsel
Immersion Corporation
50 Rio Robles
San Jose, California 95134

9.0 MISCELLANEOUS.

9.1 Immersion has no obligation hereunder to institute any action or suit against any third party for
infringement of any of the Immersion Patents, or to defend against any action challenging the validity of the
Immersion Patents. Apple has no right to institute any action against any third party for infringement of any
Immersion Patent.

9.2 Immersion agrees on behalf of itself, its Affiliates, and their successors and assigns not to claim that
the rights conveyed to Apple in this Agreement or Apple’s alleged practice of any Immersion Patent are evidence
of a domestic industry pursuant to Section 337(a) of the Tariff Act of 1930 or any similar foreign or domestic
statute, and hereby irrevocably waives any such argument.

9.3 Nothing in this Agreement is intended or shall be deemed to constitute a partnership, agency,
employer-employee, or joint venture relationship between the Parties. Neither Party shall incur any debts or make
any commitments for the other. There is no fiduciary duty or special relationship of any kind between the Parties
to this Agreement. Each Party expressly disclaims any reliance on any act, word, or deed of the other Party in
entering into this Agreement.

9.4 Nothing contained in this Agreement shall be construed as conferring any right to a license or to
otherwise use any patent, patent application, trademark, service name, service mark, trade dress, trade secret or
other intellectual property belonging to Apple.

9.5 If any portion of this Agreement is found to be invalid, illegal, or unenforceable for any reason, the
remainder of the Agreement shall continue in force and,
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if needed, the Parties or a court of competent jurisdiction shall substitute suitable provisions having like economic
effect and intent.

9.6 This Agreement cannot be modified, terminated or amended in any respect orally or by conduct of
the Parties. Any termination, modification, or amendment may be made only by a writing signed by all Parties. No
waiver of any provision shall be binding in any event unless executed in writing by the Party making the waiver.

9.7 This Agreement may be executed in several counterparts (including via PDF, facsimile, or electronic
signature), each of which is deemed to be an original but all of which constitute one and the same instrument.

9.8 Each Party and counsel have reviewed and approved this Agreement, and accordingly any
presumption or rule of construction permitting ambiguities to be resolved against the drafting party shall not be
employed in the interpretation or application of this Agreement.

9.9 The headings inserted in this Agreement are for reference only and are not intended to form any part
of the operative portion of this Agreement, and they shall not be employed in the interpretation or application of
this Agreement.

9.10 This Agreement shall be construed, and the relationship between the Parties determined, in
accordance with the laws of Delaware, notwithstanding any choice-of-law principle that might dictate a different
governing law. Each Party irrevocably agrees, consents and submits to jurisdiction and venue in the federal and
state courts located within Santa Clara County, California, with respect to any dispute arising out of or relating in
any way to this Agreement. The Parties acknowledge that Apple is headquartered in Santa Clara County and that
Immersion conducts business in Santa Clara County, and the Parties hereby waive all defenses based upon forum
non conveniens, improper venue, or personal jurisdiction.

9.11 This Agreement sets forth the entire understanding of the Parties with respect to the Immersion
Patents, and replaces any prior oral or written communications, discussions or agreements between them.

9.12 The remedy for breach of this Agreement shall be limited to damages and/or injunctive relief,
as appropriate, for breach of contract and shall not include remedies for patent infringement. The immediately
preceding sentence shall not apply with respect to any breach of this Agreement [***].

9.13 EXCEPT WITH RESPECT TO A CLAIM OF INFRINGEMENT OF ONE PARTY’S
INTELLECTUAL PROPERTY RIGHTS AGAINST THE OTHER PARTY TO THIS AGREEMENT AND
EXCEPT AS OTHERWISE PROVIDED EXPLICITLY HEREIN, IN NO EVENT SHALL ANY PARTY BE
LIABLE TO ANY OTHER PARTY OR ANY OTHER PERSON OR ENTITY (UNDER CONTRACT, STRICT
LIABILITY,
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NEGLIGENCE, OR OTHER THEORY) FOR SPECIAL, INDIRECT, EXEMPLARY, INCIDENTAL, OR
CONSEQUENTIAL DAMAGES, INCLUDING LOST PROFITS, OPPORTUNITIES OR SAVINGS, ARISING
OUT OF OR RELATED TO THE SUBJECT MATTER OF THIS AGREEMENT. IN NO EVENT WILL
IMMERSION’S AGGREGATE LIABILITY UNDER ALL CLAIMS UNDER OR IN CONNECTION WITH
THIS AGREEMENT, WHETHER SUCH CLAIMS ARE IN CONTRACT, TORT, OR ANY OTHER THEORY
OF LIABILITY, [***]. The parties acknowledge that the limitations of liability in this Section 9.13 and in the other
provisions of this Agreement and the allocation of risk herein are an essential element of the bargain between the
parties, without which Immersion would not have entered into this Agreement.

9.14 The Parties acknowledge and agree that the Immersion Patents are “intellectual property” as defined
in Section 101(35A) of the United States Bankruptcy Code (the “Code”), as the same may be amended from time
to time, that have been licensed hereunder in a contemporaneous exchange for value. Immersion acknowledges
that if Immersion, as a debtor in possession or a trustee in bankruptcy in a case under the Code, rejects this
Agreement, Apple may elect to retain its rights under this Agreement as provided in Section 365(n) of the Code.
Upon written request from Apple to Immersion or the bankruptcy trustee of Immersion’s election to proceed under
Section 365(n), Immersion or the bankruptcy trustee shall comply in all respects with Section 365(n), including,
without limitation, by not interfering with the rights of Apple as provided by this Agreement.

[SIGNATURE PAGE FOLLOWS]

Page 11 CONFIDENTIAL SETTLEMENT AND LICENSE AGREEMENT
BETWEEN IMMERSION AND APPLE

[***] Confidential Treatment Request

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


IN WITNESS WHEREOF, this Agreement has been duly executed by the Parties to be effective as of the Effective
Date.

APPLE INC. IMMERSION CORP.

By: /s/ Noreen Krall By: /s/ Carl Schlachte

Name: Noreen Krall

Its: Vice President, Chief Litigation Counsel

Name: Carl Schlachte

Its: Interim Chief Executive Officer

Dated: January 26, 2018 Dated: January 26, 2018
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EXHIBIT A-1

[MOTION TO TERMINATE ITC INVESTIGATION ATTACHED]
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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Before the Honorable Charles E. Bullock
Chief Administrative Law Judge

In the Matter of:

CERTAIN MOBILE ELECTRONIC DEVICES
INCORPORATING HAPTICS (INCLUDING Inv. No. 337-TA-1004
SMARTPHONES AND SMARTWATCHES) Inv. No. 337-TA-990
AND COMPONENTS THEREOF (Consolidated)

CERTAIN MOBILE AND PORTABLE
ELECTRONIC DEVICES INCORPORATING
HAPTICS (INCLUDING SMARTPHONES
AND LAPTOPS) AND COMPONENTS
THEREOF

JOINT MOTION TO TERMINATE THE INVESTIGATION
ON THE BASIS OF A SETTLEMENT AGREEMENT

Complainant Immersion Corporation (“Immersion”) and Respondents Apple Inc. (“Apple”) and AT&T

Mobility LLC (“AT&T”) hereby jointly move to terminate the above captioned consolidated Investigation

pursuant to 19 C.F.R. § 210.21(b) based on an agreement to settle the dispute underlying the Investigation. This

motion is based on the following settlement agreement submitted herewith:

• Exhibit __ [Confidential Agreement]

• Exhibit __ [Public Version]

Other than the attached settlement agreement and the stipulations filed in this Investigation, there are no

other agreements written or oral, express or implied, between Immersion and Respondents concerning the subject

matter of this Investigation.
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The Settlement Agreement between Immersion and Respondents contains Confidential Business

Information (“CBI”) within the meaning of 19 C.F.R. § 201.6. Immersion and Respondents therefore request that

the Settlement Agreement attached hereto as Exhibit ___ be treated as CBI under the Protective Order (Order No.

1) in this Investigation. A public version of this agreement with the CBI redacted is attached hereto as Exhibit ___.

Ground Rule 3.2 Certification

Pursuant to Ground Rule 3.2, Immersion certifies that reasonable, good-faith efforts to resolve these

matters with Respondents and Staff were made at least two business days prior to filing this motion. Respondents

have joined the motion and are submitting this motion jointly with Complainant. Staff ______.

Dated: January __, 2018 Respectfully submitted,

/s/ /s/
Morgan Chu Mark D. Fowler
Richard Birnholz Christine Corbett
Lisa Glasser Robert Buergi
Rebecca Carson DLA PIPER LLP (US)
Babak Redjaian 2000 University Avenue
Maclain Wells East Palo Alto, CA 94303-2215
Tony Rowles Telephone: (650) 833-2000
Stephen Payne Facsimile: (650) 833-2001
Irell & Manella LLP
1800 Avenue of the Stars, Suite 900 Sean C. Cunningham
Los Angeles, CA 90067 Erin P. Gibson
Telephone: (310) 277-1010 Robert Williams
Facsimile: (310) 203-7199 DLA PIPER LLP (US)

401 B Street, Suite 2000
Barbara A. Murphy San Diego, CA 92101-4240
David F. Nickel Telephone: (619) 699-2700
Kandis C. Gibson Facsimile: (619) 699-2701
Foster, Murphy, Altman & Nickel, PC
1899 L Street NW #1150 Brian Erickson
Washington, DC 20036 DLA PIPER LLP (US)
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Telephone: (202) 822-4100 401 Congress Avenue, Suite 2500
Facsimile: (202) 822-4199 Austin, Texas 78701-3799

Telephone: (512) 457-7000
Counsel for Complainant Immersion Facsimile: (512) 457-7001
Corporation

Counsel for Respondents Apple Inc. and
AT&T Mobility LLC

/s/
Josh Krevitt
Benjamin Hershkowitz
George Stamatopoulos
GIBSON, DUNN & CRUTCHER LLP
200 Park Ave
New York, NY 10166-0193

Mark Reiter
GIBSON, DUNN & CRUTCHER LLP
2100 McKinney Ave Ste 1100
Dallas, TX 75201-6912
Telephone: (214) 698-3100
Eric T. Syu
GIBSON, DUNN & CRUTCHER LLP
3161 Michelson Dr.
Irvine, CA 92612-4412
Telephone: (949) 451-3800

Jill M. McCormack
GIBSON, DUNN & CRUTCHER LLP
1050 Connecticut Ave NW
Washington, DC 20036-5306
Telephone: (202) 955-8500

Counsel for Respondent AT&T Mobility,
LLC

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


Page 16 CONFIDENTIAL SETTLEMENT AND LICENSE AGREEMENT
BETWEEN IMMERSION AND APPLE

[***] Confidential Treatment Request

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Before the Honorable Charles E. Bullock
Chief Administrative Law Judge

In the Matter of:

CERTAIN MOBILE ELECTRONIC DEVICES
INCORPORATING HAPTICS (INCLUDING Inv. No. 337-TA-1004
SMARTPHONES AND SMARTWATCHES) Inv. No. 337-TA-990
AND COMPONENTS THEREOF (Consolidated)

CERTAIN MOBILE AND PORTABLE
ELECTRONIC DEVICES INCORPORATING
HAPTICS (INCLUDING SMARTPHONES
AND LAPTOPS) AND COMPONENTS
THEREOF

MEMORANDUM IN SUPPORT OF JOINT MOTION TO TERMINATE THE INVESTIGATION ON
THE BASIS OF A SETTLEMENT AGREEMENT

Complainant Immersion Corporation (“Immersion”) and Respondents Apple Inc. (“Apple”) and AT&T

Mobility LLC (“AT&T”) jointly move to terminate the above captioned Investigation pursuant to 19 C.F.R.

§ 210.21(b) based on the attached Settlement Agreement between Immersion and Respondents. See Confidential

Exhibit __. The Settlement Agreement has been executed by Immersion and Respondents and completely

resolves the dispute in this Investigation. Other than the attached settlement agreement and the stipulations filed

in this Investigation, ¹ there are no other agreements written or oral, express or implied, between Immersion and

Respondents concerning the subject matter of this Investigation.
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Commission Rule 210.21(b) provides that “[a]n investigation before the Commission may be terminated

as to one or more respondents pursuant to section 337(c) of the Tariff Act of 1930 on the basis of a licensing or

other settlement agreement.” In determining whether to terminate an Investigation pursuant to a settlement, “the

administrative law judge is directed to consider and make appropriate findings regarding the effect of the

proposed settlement on the public health and welfare, competitive conditions in the United States economy,

production of like or directly competitive articles in the United States, and United States consumers.” Certain

Antivenom Compositions and Products Containing Same, Inv. No. 337-TA-903, Order No. 62, 2014 WL

6480574, at *1 (Nov. 13, 2014).

Immersion and Respondents submit that termination of this Investigation is in the public interest and will

not have any adverse effect on the public health or welfare, competitive conditions in the United States,

production of like or directly competitive articles in the United States, or United States consumers. Commission

policy and the public interest generally favors settlements, which preserve Commission and party resources. See,

e.g., Certain Wireless Consumer Electronic Devices and Components Thereof, Inv. No. 337-TA-853, Comm’n

Op., 2013 WL 12313471 (Sep. 20, 2013) (“[T]he public interest favors settlement to avoid needless litigation and

to conserve public and private resources.”); Certain Consumer Electronic Devices, Including Televisions, Gaming

Phones, and Tablets, Inv. No. 337-TA-1060, Order No. 27, 2017 WL 6629314 (Dec. 20, 2017) (same). Further,

termination pursuant to a settlement is routinely granted in Commission Investigations. See, e.g., Certain

Footwear Products, Inv. No. 337-TA-936, Order No. 57, 2015 WL 1802273 (Feb. 23, 2015); Certain Hemostatic

Products

Page 18 CONFIDENTIAL SETTLEMENT AND LICENSE AGREEMENT
BETWEEN IMMERSION AND APPLE

[***] Confidential Treatment Request

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


and Components Thereof, Inv. No. 337-TA-913, Order No. 51, 2015 WL 1802261 (Apr. 2, 2015).

In accordance with 19 C.F.R. § 210.21(b), Immersion and Respondents are providing both confidential and

public versions of the Settlement Agreement with this motion. Confidential Exhibit __ is the complete and un-

redacted Settlement Agreement, and Exhibit __ is the public version of the Agreement.

For the foregoing reasons, Immersion and Respondents respectfully request that the Commission

terminate this Investigation, allow them to file the Settlement Agreement as CBI, and approve the proposed

public versions of the Settlement Agreement.

¹ The Parties filed the following stipulations in this Investigation: (1) Joint Initial Discovery Stipulations

(Apr. 11, 2016) (Doc. ID 578277); (2) Stipulation and Agreement to Terminate AT&T Inc. as a Proposed

Respondent (May 9, 2016) (Doc. ID 580714); (3) Stipulation and Agreement Regarding AT&T Accused

Products (Aug. 11, 2016) (Doc. ID 587832); (4) Joint Stipulation on Importation and Inventory (Dec. 14, 2016)

(Doc. ID 598054); (5) Joint Stipulation on Importation and Inventory (Jan. 11, 2017) (Doc. ID 600692); (6)

Stipulation and Agreement Regarding AT&T Accused Products (Mar. 30, 2017) (Doc. ID 607073); (7) Joint

Stipulation Regarding Certain Fact Witnesses Not Testifying Live at the Hearing and Admission of Deposition

Testimony (Apr. 14, 2017) (Doc. ID 608746); and (8) Joint Stipulation Regarding the Treatment of Source Code

Exhibits at Trial (Apr. 28, 2017) (Doc. ID 610033).
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Dated: January __, 2018 Respectfully submitted,

/s/ /s/
Morgan Chu Mark D. Fowler
Richard Birnholz Christine Corbett
Lisa Glasser Robert Buergi
Rebecca Carson DLA PIPER LLP (US)
Babak Redjaian 2000 University Avenue
Maclain Wells East Palo Alto, CA 94303-2215
Tony Rowles Telephone: (650) 833-2000
Stephen Payne Facsimile: (650) 833-2001
Irell & Manella LLP
1800 Avenue of the Stars, Suite 900 Sean C. Cunningham
Los Angeles, CA 90067 Erin P. Gibson
Telephone: (310) 277-1010 Robert Williams
Facsimile: (310) 203-7199 DLA PIPER LLP (US)

401 B Street, Suite 2000
Barbara A. Murphy San Diego, CA 92101-4240
David F. Nickel Telephone: (619) 699-2700
Kandis C. Gibson Facsimile: (619) 699-2701
Foster, Murphy, Altman & Nickel, PC
1899 L Street NW #1150 Brian Erickson
Washington, DC 20036 DLA PIPER LLP (US)
Telephone: (202) 822-4100 401 Congress Avenue, Suite 2500
Facsimile: (202) 822-4199 Austin, Texas 78701-3799

Telephone: (512) 457-7000
Counsel for Complainant Immersion Facsimile: (512) 457-7001
Corporation

Counsel for Respondents Apple Inc. and
AT&T Mobility LLC

/s/
Josh Krevitt
Benjamin Hershkowitz
George Stamatopoulos
GIBSON, DUNN & CRUTCHER LLP
200 Park Ave
New York, NY 10166-0193
Telephone: (212) 351-4000
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Mark Reiter
GIBSON, DUNN & CRUTCHER LLP
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2100 McKinney Ave Ste 1100
Dallas, TX 75201-6912
Telephone: (214) 698-3100

2100 McKinney Ave Ste 1100
Dallas, TX 75201-6912
Telephone: (214) 698-3100

Eric T. Syu
GIBSON, DUNN & CRUTCHER LLP
3161 Michelson Dr.
Irvine, CA 92612-4412
Telephone: (949) 451-3800

Jill M. McCormack
GIBSON, DUNN & CRUTCHER LLP
1050 Connecticut Ave NW
Washington, DC 20036-5306
Telephone: (202) 955-8500

Counsel for Respondent AT&T Mobility,
LLC
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APPENDIX OF EXHIBITS IN SUPPORT OF JOINT MOTION TO TERMINATE THE
INVESTIGATION ON THE BASIS OF A SETTLEMENT AGREEMENT

Ex. No. Description
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EXHIBIT A-2

[JOINT STIPULATION (DE) ATTACHED]
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

IMMERSION CORPORATION,

Plaintiff,

vs.

APPLE INC.,
AT&T INC., and
AT&T MOBILITY LLC,

Defendants.

)
)
)
)
)
)
)
)
)
)
)

C.A. No. 16-077 (RGA)

JOINT STIPULATION TO DISMISS PURSUANT TO RULE 41
OF THE FEDERAL RULES OF CIVIL PROCEDURE

Pursuant to Rule 41(a)(1) of the Federal Rules of Civil Procedure and the agreements of the Parties,

Plaintiff Immersion Corporation (“Immersion”) and Defendants Apple Inc. (“Apple”), AT&T Inc. (“AT&T”), and

AT&T Mobility LLC (“AT&T Mobility”), (collectively the “Parties”), by and through counsel, hereby stipulate to

the dismissal of this entire action as follows:

1. All claims asserted by Immersion against Defendants in the Complaint filed in this action are

dismissed with prejudice in their entirety.

2. The Parties shall each bear their own costs and attorney’s fees incurred in connection with this action.
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Dated: January __, 2018 Respectfully submitted,

FARNAN LLP DLA PIPER LLP (US)
/s/ /s/
Brian E. Farnan (#4089) Denise S. Kraft (#2778)
Michael J. Farnan (#5165) Brian A. Biggs (#5591)
919 North Market Street, 12th Floor 1201 North Market Street, Suite 2100
Wilmington, DE 19801 Wilmington, DE 19801-1147
(302) 777-0300 (302) 468-5700
bfarnan@farnanlaw.com denise.kraft@dlapiper.com
mfarnan@farnanlaw.com brian.biggs@dlapiper.com

IRELL & MANELLA LLP Attorneys for Defendant Apple Inc.
Morgan Chu (Cal. #70446)
Richard M. Birnholz (Cal. #151543)
Lisa S. Glasser (Cal. #223406)

MORRIS, NICHOLS, ARSHT & TUNNELL LLP

Babak Redjaian (Cal. #185506) /s/
1800 Avenue of the Stars, Suite 900 Karen Jacobs (#2881)
Los Angeles, CA 90067 1201 North Market Street
Telephone: (310) 277-1010 P.O. Box 1347
Facsimile: (310) 203-7199 Wilmington, DE 19899-1347

(302) 658-9200
Attorneys for Plaintiff Immersion kjacobs@mnat.com
Corporation

Attorneys for Defendants AT&T Inc. and
AT&T Mobility LLC

SO ORDERED this ___ day of ____________, 2018
Hon. Richard G. Andrews
U.S. District Court Judge
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

IMMERSION CORPORATION,

Plaintiff,

vs.

APPLE INC.,
AT&T INC., and
AT&T MOBILITY LLC,

Defendants.

)
)
)
)
)
)
)
)
)
)
)

C.A. No. 16-00325 (RGA)

JOINT STIPULATION TO DISMISS PURSUANT TO RULE 41
OF THE FEDERAL RULES OF CIVIL PROCEDURE

Pursuant to Rule 41(a)(1) of the Federal Rules of Civil Procedure and the agreements of the Parties,

Plaintiff Immersion Corporation (“Immersion”) and Defendants Apple Inc. (“Apple”), AT&T Inc. (“AT&T”), and

AT&T Mobility LLC (“AT&T Mobility”), (collectively the “Parties”), by and through counsel, hereby stipulate to

the dismissal of this entire action as follows:

1. All claims asserted by Immersion against Defendants in the Complaint filed in this action are

dismissed with prejudice in their entirety.

2. The Parties shall each bear their own costs and attorney’s fees incurred in connection with this action.

Page 26 CONFIDENTIAL SETTLEMENT AND LICENSE AGREEMENT
BETWEEN IMMERSION AND APPLE

[***] Confidential Treatment Request

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


Dated: January __, 2018 Respectfully submitted,

FARNAN LLP DLA PIPER LLP (US)
/s/ /s/
Brian E. Farnan (#4089) Denise S. Kraft (#2778)
Michael J. Farnan (#5165) Brian A. Biggs (#5591)
919 North Market Street, 12th Floor 1201 North Market Street, Suite 2100
Wilmington, DE 19801 Wilmington, DE 19801-1147
(302) 777-0300 (302) 468-5700
bfarnan@farnanlaw.com denise.kraft@dlapiper.com
mfarnan@farnanlaw.com brian.biggs@dlapiper.com

IRELL & MANELLA LLP Attorneys for Defendant Apple Inc.
Morgan Chu (Cal. #70446)
Richard M. Birnholz (Cal. #151543)
Lisa S. Glasser (Cal. #223406)

MORRIS, NICHOLS, ARSHT & TUNNELL LLP

Babak Redjaian (Cal. #185506) /s/
1800 Avenue of the Stars, Suite 900 Karen Jacobs (#2881)
Los Angeles, CA 90067 1201 North Market Street
Telephone: (310) 277-1010 P.O. Box 1347
Facsimile: (310) 203-7199 Wilmington, DE 19899-1347

(302) 658-9200
Attorneys for Plaintiff Immersion kjacobs@mnat.com
Corporation

Attorneys for Defendants AT&T Inc. and
AT&T Mobility LLC

SO ORDERED this ___ day of ____________, 2018

Hon. Richard G. Andrews
U.S. District Court Judge
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EXHIBIT A-3
[IPR DISMISSAL FORMS ATTACHED]
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Email to Trials@ USPTO.gov

Dear Board:

The Parties have reached an agreement to resolve their disputes regarding the above referenced IPRs. Counsel
for both parties request authorization to file a joint motion to terminate and dismiss in each of the following IPR
proceedings under the Board’s authority under 37 C.F.R. §§ 42.72:

IPR2016-1372 ('57 l patent)

IPR20l6-l381 ('356 patent)

IPR2016-1603 ('7 l O paten t)

IPR2016-1884 ('260 patent)

IPR2016-1907 ('488 patent).

The motion will request that the Board terminate each of these IPRs under 35 U.S.C.
§ 317 and withdraw the decisions issued in IPRs 2016-1372 and -1381 as to which the period to request
rehearing has not yet expired. The parties have conferred, and are in agreement on these motions.

The parties are available on [DATES AND TIMES TBD] should a conference be desired before authorizing the
filing of the motions.

[NAMES OF COUNSEL FOR THE PATENT OWNER AND PETITIONER]

[CONTENT OF JOINT MOTIONS TO BE PREPARED BY COUNSEL]

0.0 01
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EXHIBIT B

[***]
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EXHIBIT C

[IMMERSION FORM W-9 ATTACHED]
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EXHIBIT D

[IMMERSION PRESS RELEASE ATTACHED]
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IMMERSION REACHES GLOBAL SETTLEMENT WITH APPLE

SAN JOSE, Calif., January 29, 2018-Immersion Corporation (Nasdaq: IMMR), the leading developer and
licensor of touch feedback technology, today announced that the Company has entered into settlement and license
agreements with Apple, the terms of which are confidential.

About Immersion Corporation
Immersion is the leading innovator of touch feedback technology, also known as haptics. The company provides
technology solutions for creating immersive and realistic experiences that enhance digital interactions by
engaging users’ sense of touch. With more than 2,600 issued or pending patents, Immersion’s technology has
been adopted in more than 3 billion digital devices, and provides haptics in mobile, automotive, advertising,
gaming, medical and consumer electronics products. Immersion is headquartered in San Jose, California with
offices worldwide. Learn more at www.immersion.com.

Immersion and the Immersion logo are trademarks of Immersion Corporation in the United States and other
countries.

(IMMR - C)

Contacts
Immersion Corporation
Nancy Erba, Chief Financial Officer
408-350-8850
nerba@immersion.com

The Blueshirt Group
Jennifer Jarman
+1 415.217.5866
jennifer@blueshirtgroup.com
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AMENDED AND RESTATED
RETENTION AND OWNERSHIP
CHANGE EVENT AGREEMENT

This Amended and Restated Retention and Ownership Change Event Agreement (“Agreement”) is made
effective as of the last date set forth below by and between Immersion Corporation (the “Company”) and Nancy
Erba (“Executive”).

RECITALS

Executive and the Company entered into a Retention and Ownership Change Event Agreement dated as
of September 6, 2016 and amended as of March 3, 2017 (the “Original Agreement”).

The Board has determined that it is in the best interests of the Company to amend the Original Agreement
to provide for immediate vesting of 100% of Executive’s unvested Company equity awards upon termination
without Cause or resignation for Good Reason due to a Change in Control.

AGREEMENT

In recognition thereof, the parties now agree as follows:

1. Definitions. For purposes of this Agreement:

(a) “Change in Control” means the occurrence of any of the following:

(i) any “person” (as such term is used in Sections 13(d) and 14(d) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”)) becomes the “beneficial owner” (as defined in
Rule 13d‑3 promulgated under the Exchange Act), directly or indirectly, of securities of the Company
representing more than fifty percent (50%) of the total combined voting power of the Company’s
then‑outstanding securities entitled to vote generally in the election of the Company’s Board of Directors;
provided, however, that the following acquisitions shall not constitute a Change in Control: (1) an acquisition by
any such person who on the effective date of such transaction is the beneficial owner of more than fifty percent
(50%) of such voting power, (2) any acquisition directly from the Company, including, without limitation, a
public offering of securities, (3) any acquisition by the Company, (4) any acquisition by a trustee or other
fiduciary under an employee benefit plan of the Company or (5) any acquisition by an entity owned directly or
indirectly by the stockholders of the Company in substantially the same proportions as their ownership of the
voting securities of the Company; or

(ii) an Ownership Change Event or series of related Ownership Change Events
(collectively, a “Transaction”) in which the stockholders of the Company immediately before the Transaction do
not retain immediately after the Transaction direct or indirect beneficial ownership of more than fifty percent
(50%) of the total combined voting power of the outstanding securities entitled to vote generally in the election of
Directors or, in the case of an Ownership Change Event described in Section 1(c)(iii), the entity to which the
assets of the Company were transferred (the “Transferee”), as the case may be; or
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(iii) a liquidation or dissolution of the Company;

provided, however, that a Change in Control shall be deemed not to include a transaction described in subsections
(i) or (ii) of this Section 1(a) in which a majority of the members of the Board of Directors of the continuing,
surviving or successor entity, or parent thereof, immediately after such transaction is comprised of incumbent
members. Notwithstanding the foregoing, to the extent that any amount that constitutes deferred compensation
subject to and not exempted from the requirements of Section 409A of the Code (“Section 409A”), would
become payable under this Agreement by reason of a Change in Control, such amount shall become payable only
if the event constituting a Change in Control would also constitute a change in ownership or effective control of
the Company or a change in the ownership of a substantial portion of the assets of the Company within the
meaning of Section 409A.

(b) “Good Reason” means any of the following conditions, which condition(s) remain(s) in
effect thirty (30) days after written notice to the Board or the Company’s Chief Executive Officer from Executive
of such condition(s):

(i) a material decrease in Executive’s base salary, other than a material decrease that
applies generally to other executives of the Company at Executive’s level;

(ii) a material, adverse change in the Executive’s title, authority, responsibilities, or
duties; or

(iii) the relocation of the Executive’s work place for the Company to a location that is
more than forty (40) miles distant from Executive’s present work location for the Company;

provided, that such written notice must be given within thirty (30) days following the first occurrence of any of
the good reason conditions set forth in this subsection (b) and the Executive’s resignation must occur within six
(6) months following the first occurrence of the good reason condition.

(c) “Ownership Change Event” means the occurrence of any of the following with respect
to the Company: (i) the direct or indirect sale or exchange in a single or series of related transactions by the
stockholders of the Company of more than fifty percent (50%) of the voting stock of the Company; (ii) a merger
or consolidation in which the Company is a party; or (iii) the sale, exchange, or transfer of all or substantially all
of the assets of the Company (other than a sale, exchange or transfer to one or more subsidiaries of the
Company).

(d) a termination for “Cause” means Executive’s termination based upon (1) Executive’s
theft, dishonesty, misconduct, breach of fiduciary duty, or falsification of any Company documents or records;
(2) Executive’s material failure to abide by the Company’s code of conduct or other policies (including, without
limitation, policies relating to confidentiality and reasonable workplace conduct); (3) Executive’s unauthorized
use, misappropriation, destruction or diversion of any tangible or intangible asset or corporate opportunity of the
Company (including, without limitation, Executive’s improper use or disclosure of the Company’s confidential or
proprietary information); (4) any intentional act by the Executive that has a material detrimental effect on the
Company’s reputation or business; (5) Executive’s repeated
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failure or inability to perform any reasonable assigned duties after written notice from the Company of, and a
reasonable opportunity to cure, such failure or inability; (6) Executive’s conviction (including any plea of guilty
or nolo contendere) for any criminal act that impairs Executive’s ability to perform her duties for the Company.

(e) “Separation from Service” shall have the meaning determined by Treasury Regulations
issued pursuant to Section 409A.

2. Termination Without Cause or Resignation for Good Reason. In the event that the Company or its
successor terminates Executive’s employment without Cause or Executive resigns for Good Reason and
Executive is not entitled to receive the severance pay and benefits described in Section 3 below, Executive will be
entitled to receive the following payment and benefits, provided that prior to the sixtieth (60th) day following the
date of such termination Executive has signed a general release of known and unknown claims in a form
satisfactory to the Company, and the period for revocation has lapsed without the general release having been
revoked:

(a) payment in a lump sum on the sixtieth (60th) day following Executive’s termination of
employment of an amount equal to six (6) months’ base salary at Executive’s final base salary rate, subject to
applicable withholding; and

(b) commencing on the sixtieth (60th) day following Executive’s termination of employment,
payment of the premiums (including reimbursement to Executive of any such premiums paid by Executive during
such sixty (60) day period) necessary to continue Executive’s and dependents group health insurance coverage
under COBRA until the earlier of (i) six (6) months following Executive’s termination date, or (ii) the date on
which Executive first becomes eligible to obtain other group health insurance coverage. Thereafter, Executive
may elect to purchase continued group health insurance coverage at her own expense in accordance with
COBRA. Notwithstanding the foregoing, payment of such premiums shall not commence unless and until
Executive has incurred a Separation from Service.

In the event that a Change in Control constituting a change in ownership or effective control of the
Company or a change in the ownership of a substantial portion of the assets of the Company within the meaning
of Section 409A (a “Section 409A Change in Control Event”) occurs on or before the ninetieth (90th) day
following a date on which Executive experiences a termination of employment in connection with which
Executive is entitled to receive the payment provided by Section 2(a), Executive will be entitled to receive the
following additional payment and benefits:

(a) payment on the sixtieth (60th) day following the Section 409A Change in Control Event of an
amount equal to six (6) months’ base salary at Executive’s final base salary rate, subject to applicable
withholding; and

(b) commencing with the seventh (7th) month following Executive’s termination of employment,
payment of the premiums necessary to continue Executive’s and dependents group health insurance coverage
under COBRA until the earlier of (i) twelve (12) months following Executive’s termination date, or (ii) the date
on which Executive first becomes eligible to obtain other group health insurance coverage. Thereafter, Executive
may elect to
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purchase continued group health insurance coverage at her own expense in accordance with COBRA.
Notwithstanding the foregoing, payment of such premiums shall not commence unless and until Executive has
incurred a Separation from Service.

3. Termination Without Cause or Resignation for Good Reason Due to a Change in Control. In the event
that, within one (1) year following a Change in Control, the Company or its successor terminates Executive’s
employment without Cause or Executive resigns for Good Reason, Executive will be entitled to receive the
following payment and benefits, provided that prior to the sixtieth (60th) day following the date of such
termination Executive has signed a general release of known and unknown claims claims in a form satisfactory to
the Company, and the period for revocation has lapsed without the general release having been revoked:

(a) payment in a lump sum on the sixtieth (60th) day following Executive’s termination of
employment of an amount equal to twelve (12) months’ base salary at Executive’s final base salary rate, subject
to applicable withholding;

(b) commencing on the sixtieth (60th) day following Executive’s termination of employment,
payment of the premiums (including reimbursement to Executive of any such premiums paid by Executive during
such sixty (60) day period) necessary to continue Executive’s and dependents group health insurance coverage
under COBRA until the earlier of (i) twelve (12) months following Executive’s termination date, or (ii) the date
on which Executive first becomes eligible to obtain other group health insurance coverage. Thereafter, Executive
may elect to purchase continued group health insurance coverage at her own expense in accordance with
COBRA. Notwithstanding the foregoing, payment of such premiums shall not commence unless and until
Executive has incurred a Separation from Service; and

(c) Immediate vesting in one hundred percent (100%) of her then unvested Company equity
awards.

4. Voluntary Termination. In the event that Executive resigns from her employment with the Company at
any time (other than a resignation for Good Reason during the period covered by Section 2 or Section 3), or in
the event that Executive’s employment terminates at any time as a result of her death or disability (meaning
Executive is unable to perform her duties for any consecutive six (6) month period, with or without reasonable
accommodation, as a result of a physical and/or mental impairment), Executive will be entitled to no
compensation or benefits from the Company other than those earned through the date of Executive’s termination.
Executive agrees that if she resigns from her employment with the Company, she will provide the Company with
20 calendar days’ written notice of such resignation. The Company may, in its sole discretion, elect to waive all
or any part of such notice period and accept the Executive’s resignation at an earlier date.

5. Termination for Cause. If Executive’s employment is terminated by the Company at any time for
Cause as defined above in paragraph 1, Executive will be entitled to no compensation or benefits from the
Company other than those earned through the date of her termination for Cause.
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6. Compliance With Section 409A.

(a) Notwithstanding anything set forth herein to the contrary, no amount payable pursuant to
Section 2 or Section 3 of the Agreement which constitutes a “deferral of compensation” within the meaning of
Treasury Regulations promulgated pursuant to Section 409A (the “Section 409A Regulations”) shall be paid
unless and until Executive has incurred a Separation from Service. Furthermore, to the extent that Executive is a
“specified employee” of the Company as of the date of Executive’s Separation from Service,and to the extent
required by the Section 409A Regulations, no amount that constitutes a deferral of compensation which is
payable on account of the Employee’s Separation from Service shall be paid to Executive before the date (the
“Delayed Payment Date”) which is the first day of the seventh month after the date of Executive’s Separation
from Service or, if earlier, the date of Executive’s death following such Separation from Service. All such
amounts that would, but for this paragraph, become payable prior to the Delayed Payment Date will be
accumulated and paid on the Delayed Payment Date. To the extent that any provision of this Agreement is
ambiguous as to its compliance with Section 409A, the provision will be read in such a manner so that all
payments hereunder comply with Section 409A. Payments pursuant to this section are intended to constitute
separate payments for purposes of Section 1.409A-2(b)(2) of the Section 409A Regulations.

(b) The parties intend that the payments and benefits provided to Executive pursuant to this
Agreement be paid in compliance with Section 409A so that no excise tax is incurred under Section 409A. To the
extent permitted by Section 409A and the Section 409A Regulations, the parties agree to modify this Agreement,
the timing (but not the amount(s)) of the payments or benefits provided herein, or both, to the extent necessary to
comply with Section 409A.

7. Limitation on Payments. In the event that the severance and other benefits provided for in this
Agreement or otherwise payable to Executive (i) constitute “parachute payments” within the meaning of
Section 280G of the Code and (ii) but for this Section 7, would be subject to the excise tax imposed by
Section 4999 of the Code, then Executive’s severance benefits under this Agreement and benefits payable outside
of this Agreement will be either:

(a) delivered in full, or

(b) delivered as to such lesser extent which would result in no portion of such severance and
other benefits being subject to excise tax under Section 4999 of the Code, whichever of the foregoing amounts,
taking into account the applicable federal, state and local income taxes and the excise tax imposed by
Section 4999, results in the receipt by Executive on an after-tax basis, of the greatest amount of severance
benefits, notwithstanding that all or some portion of such severance benefits may be taxable under Section 4999
of the Code. If a reduction in the payments is required pursuant to the preceding sentence, the reduction shall
occur in the manner (the “Reduction Method”) that results in the greatest economic benefit for Executive. If more
than one method of reduction will result in the same economic benefit, the items so reduced will be reduced pro
rata (the “Pro Rata Reduction Method”). Notwithstanding the foregoing, if the Reduction Method or the Pro Rata
Reduction Method would result in any portion of the payments being subject to taxes pursuant to Section 409A
of the Code that would not otherwise be subject to taxes pursuant to Section 409A of the Code, then the
Reduction Method and/or the Pro Rata Reduction Method, as the case may be, shall be modified so as to
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avoid the imposition of taxes pursuant to Section 409A of the Code as follows: (A) as a first priority, the
modification shall preserve to the greatest extent possible, the greatest economic benefit for Executive as
determined on an after-tax basis; (B) as a second priority, the payments that are contingent on future events (e.g.,
being terminated without Cause), shall be reduced (or eliminated) before the payments that are not contingent on
future events; and (C) as a third priority, the payments that are “deferred compensation” within the meaning of
Section 409A of the Code shall be reduced (or eliminated) before the Contingent Payments that are not deferred
compensation within the meaning of Section 409A of the Code. Unless the Company and Executive otherwise
agree in writing, any determination required under this Section will be made in writing by the independent public
accountants who are primarily used by the Company immediately prior to Change in Control (the
“Accountants”), whose determination will be conclusive and binding upon Executive and the Company for all
purposes. For purposes of making the calculations required by this Section, the Accountants may make
reasonable assumptions and approximations concerning applicable taxes and may rely on reasonable, good faith
interpretations concerning the application of Sections 280G and 4999 of the Code. The Company and Executive
will furnish to the Accountants such information and documents as the Accountants may reasonably request in
order to make a determination under this Section. The Company will bear all costs the Accountants may
reasonably incur in connection with any calculations contemplated by this Section.

8. At-Will Employment. Notwithstanding anything contained in this Agreement, the parties
acknowledge and agree that Executive’s employment with the Company is and shall continue to be “at-will.”

9. Dispute Resolution. In the event of any dispute or claim between the parties, including any claims
relating to or arising out of this Agreement or the termination of Executive’s employment with the Company for
any reason, Executive and the Company agree that all such disputes shall be fully resolved by binding arbitration
conducted by the American Arbitration Association (“AAA”) in Santa Clara County, under the AAA’s National
Rules for the Resolution of Employment Disputes then in effect, which are available online at the AAA’s website
at www.adr.org. Executive and the Company each acknowledge and agree that they are waiving their respective
rights to have any such disputes or claims tried by a judge or jury.

10. Notices. Notices and all other communications contemplated by this Agreement shall be in writing
and shall be deemed to have been duly given when personally delivered or when received if mailed by U.S.
registered or certified mail, return receipt requested and postage prepaid. In the case of the Executive, mailed
notices shall be addressed to the Executive at the home address which the Executive most recently communicated
to the Company in writing. In the case of the Company, mailed notices shall be addressed to its corporate
headquarters, and all notices shall be directed to the attention of its Chief Executive Officer.

11. Successors.

(a) Company’s Successors. Any successor to the Company (whether direct or indirect and
whether by purchase, lease, merger, consolidation, liquidation or purchase of all or substantially all of the
Company’s business and/or assets) shall assume the Company’s obligations under this Agreement in writing and
agree expressly to perform the Company’s obligations under this Agreement in the same manner and to the same
extent that the Company
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would be required to perform such obligations in the absence of a succession. For all purposes under this
Agreement, the term “Company” shall include any successor to the Company’s business and/or assets which
executes and delivers the assumption agreement described in this subsection (a) or which becomes bound by the
terms of this Agreement by operation of law.

(b) Executive’s Successors. Without the written consent of the Company, the Executive shall not
assign or transfer this Agreement or any right or obligation under this Agreement to any other person or entity.
Notwithstanding the foregoing, the terms of this Agreement and all rights of the Executive hereunder shall inure
to the benefit of, and be enforceable by, the Executive’s personal or legal representatives, executors,
administrators, successors, heirs, distributees, devisees and legatees.

12. Termination. This Agreement shall terminate in the event that Executive is no longer part of the
executive team of the Company as determined by the Board of Directors and does not terminate service for Good
Reason.

13. Miscellaneous Provisions.

(a) No Duty to Mitigate. The Executive shall not be required to mitigate the amount of any
payment contemplated by this Agreement, nor shall any such payment be reduced by any earnings that the
Executive may receive from any other source.

(b) Modification/Waiver. No provision of this Agreement may be amended, modified, waived or
discharged unless the amendment, modification, waiver or discharge is agreed to in writing and signed by the
Executive and by an authorized officer of the Company (other than Executive). No waiver by either party of any
breach of, or of compliance with, any condition or provision of this Agreement by the other party shall be
considered a waiver of any other condition or provision or of the same condition or provision at another time.

(c) Integration. This Agreement constitutes the entire agreement and understanding between the
parties regarding Executive’s retention and severance benefits, and it supersedes all prior or contemporaneous
agreements, whether written or oral, regarding that subject matter, including the Original Agreement.

(d) Choice of Law. The validity, interpretation, construction and performance of this Agreement
shall be governed by the laws of the State of California.

(e) Severability. The invalidity or unenforceability of any provision or provisions of this
Agreement shall not affect the validity or enforceability of any other provision hereof, which shall remain in full
force and effect.

(f) Employment Taxes. All payments made pursuant to this Agreement shall be subject to
withholding of applicable income and employment taxes.

(g) Counterparts. This Agreement may be executed in counterparts, each of which shall be
deemed an original, but all of which together will constitute one and the same instrument.
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THE PARTIES SIGNING BELOW HAVE READ THE FOREGOING AGREEMENT AND FULLY
UNDERSTAND AND AGREE TO EACH AND EVERY PROVISION CONTAINED HEREIN.

Date: 2/21/2018 /s/ Nancy Erba
Nancy Erba

Immersion Corporation

Date: 2/26/2018 By: Carl Schlachte
Its:
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AMENDED AND RESTATED
RETENTION AND OWNERSHIP
CHANGE EVENT AGREEMENT

This Amended and Restated Retention and Ownership Change Event Agreement (“Agreement”) is made
effective as of the last date set forth below by and between Immersion Corporation (the “Company”) and Anne
Peters (“Executive”).

RECITALS

Executive and the Company entered into a Retention and Ownership Change Event Agreement dated as
of December 12, 2008 and amended as of April 27, 2009, March 2, 2010, and March 3, 2017 (the “Original
Agreement”).

The Board has determined that it is in the best interests of the Company to amend the Original
Agreement to provide for immediate vesting of 100% of Executive’s unvested Company equity awards upon
termination without Cause or resignation for Good Reason due to a Change in Control.

AGREEMENT

In recognition thereof, the parties now agree as follows:

1. Definitions. For purposes of this Agreement:

(a) “Change in Control” means the occurrence of any of the following:

(i) any “person” (as such term is used in Sections 13(d) and 14(d) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”)) becomes the “beneficial owner” (as defined in
Rule 13d‑3 promulgated under the Exchange Act), directly or indirectly, of securities of the Company
representing more than fifty percent (50%) of the total combined voting power of the Company’s
then‑outstanding securities entitled to vote generally in the election of the Company’s Board of Directors;
provided, however, that the following acquisitions shall not constitute a Change in Control: (1) an acquisition by
any such person who on the effective date of such transaction is the beneficial owner of more than fifty percent
(50%) of such voting power, (2) any acquisition directly from the Company, including, without limitation, a
public offering of securities, (3) any acquisition by the Company, (4) any acquisition by a trustee or other
fiduciary under an employee benefit plan of the Company or (5) any acquisition by an entity owned directly or
indirectly by the stockholders of the Company in substantially the same proportions as their ownership of the
voting securities of the Company; or

(ii) an Ownership Change Event or series of related Ownership Change Events
(collectively, a “Transaction”) in which the stockholders of the Company immediately before the Transaction do
not retain immediately after the Transaction direct or indirect beneficial ownership of more than fifty percent
(50%) of the total combined voting power of the outstanding securities entitled to vote generally in the election of
Directors or, in the case of an Ownership Change Event described in Section 1(c)(iii), the entity to which the
assets of the Company were transferred (the “Transferee”), as the case may be; or
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(iii) a liquidation or dissolution of the Company;

provided, however, that a Change in Control shall be deemed not to include a transaction described in subsections
(i) or (ii) of this Section 1(a) in which a majority of the members of the Board of Directors of the continuing,
surviving or successor entity, or parent thereof, immediately after such transaction is comprised of incumbent
members. Notwithstanding the foregoing, to the extent that any amount that constitutes deferred compensation
subject to and not exempted from the requirements of Section 409A of the Code (“Section 409A”), would
become payable under this Agreement by reason of a Change in Control, such amount shall become payable only
if the event constituting a Change in Control would also constitute a change in ownership or effective control of
the Company or a change in the ownership of a substantial portion of the assets of the Company within the
meaning of Section 409A.

(b) “Good Reason” means any of the following conditions, which condition(s) remain(s) in
effect thirty (30) days after written notice to the Board or the Company’s Chief Executive Officer from Executive
of such condition(s):

(i) a material decrease in Executive’s base salary, other than a material decrease that
applies generally to other executives of the Company at Executive’s level;

(ii) a material, adverse change in the Executive’s title, authority, responsibilities, or
duties; or

(iii) the relocation of the Executive’s work place for the Company to a location that is
more than forty (40) miles distant from Executive’s present work location for the Company;

provided, that such written notice must be given within thirty (30) days following the first occurrence of any of
the good reason conditions set forth in this subsection (b) and the Executive’s resignation must occur within six
(6) months following the first occurrence of the good reason condition.

(c) “Ownership Change Event” means the occurrence of any of the following with respect
to the Company: (i) the direct or indirect sale or exchange in a single or series of related transactions by the
stockholders of the Company of more than fifty percent (50%) of the voting stock of the Company; (ii) a merger
or consolidation in which the Company is a party; or (iii) the sale, exchange, or transfer of all or substantially all
of the assets of the Company (other than a sale, exchange or transfer to one or more subsidiaries of the
Company).

(d) a termination for “Cause” means Executive’s termination based upon (1) Executive’s
theft, dishonesty, misconduct, breach of fiduciary duty, or falsification of any Company documents or records;
(2) Executive’s material failure to abide by the Company’s code of conduct or other policies (including, without
limitation, policies relating to confidentiality and reasonable workplace conduct); (3) Executive’s unauthorized
use, misappropriation, destruction or diversion of any tangible or intangible asset or corporate opportunity of the
Company (including, without limitation, Executive’s improper use or disclosure of the Company’s confidential or
proprietary information); (4) any intentional act by the Executive that has a material detrimental effect on the
Company’s reputation or business; (5) Executive’s repeated
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failure or inability to perform any reasonable assigned duties after written notice from the Company of, and a
reasonable opportunity to cure, such failure or inability; (6) Executive’s conviction (including any plea of guilty
or nolo contendere) for any criminal act that impairs Executive’s ability to perform her duties for the Company.

(e) “Separation from Service” shall have the meaning determined by Treasury Regulations
issued pursuant to Section 409A.

2. Termination Without Cause or Resignation for Good Reason. In the event that the Company or its
successor terminates Executive’s employment without Cause or Executive resigns for Good Reason and
Executive is not entitled to receive the severance pay and benefits described in Section 3 below, Executive will be
entitled to receive the following payment and benefits, provided that prior to the sixtieth (60th) day following the
date of such termination Executive has signed a general release of known and unknown claims in a form
satisfactory to the Company, and the period for revocation has lapsed without the general release having been
revoked:

(a) payment in a lump sum on the sixtieth (60th) day following Executive’s termination of
employment of an amount equal to six (6) months’ base salary at Executive’s final base salary rate, subject to
applicable withholding; and

(b) commencing on the sixtieth (60th) day following Executive’s termination of employment,
payment of the premiums (including reimbursement to Executive of any such premiums paid by Executive during
such sixty (60) day period) necessary to continue Executive’s and dependents group health insurance coverage
under COBRA until the earlier of (i) six (6) months following Executive’s termination date, or (ii) the date on
which Executive first becomes eligible to obtain other group health insurance coverage. Thereafter, Executive
may elect to purchase continued group health insurance coverage at her own expense in accordance with
COBRA. Notwithstanding the foregoing, payment of such premiums shall not commence unless and until
Executive has incurred a Separation from Service.

In the event that a Change in Control constituting a change in ownership or effective control of the
Company or a change in the ownership of a substantial portion of the assets of the Company within the meaning
of Section 409A (a “Section 409A Change in Control Event”) occurs on or before the ninetieth (90th) day
following a date on which Executive experiences a termination of employment in connection with which
Executive is entitled to receive the payment provided by Section 2(a), Executive will be entitled to receive the
following additional payment and benefits:

(a) payment on the sixtieth (60th) day following the Section 409A Change in Control Event of an
amount equal to six (6) months’ base salary at Executive’s final base salary rate, subject to applicable
withholding; and

(b) commencing with the seventh (7th) month following Executive’s termination of employment,
payment of the premiums necessary to continue Executive’s and dependents group health insurance coverage
under COBRA until the earlier of (i) twelve (12) months following Executive’s termination date, or (ii) the date
on which Executive first becomes eligible to obtain other group health insurance coverage. Thereafter, Executive
may elect to
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purchase continued group health insurance coverage at her own expense in accordance with COBRA.
Notwithstanding the foregoing, payment of such premiums shall not commence unless and until Executive has
incurred a Separation from Service.

3. Termination Without Cause or Resignation for Good Reason Due to a Change in Control. In the event
that, within one (1) year following a Change in Control, the Company or its successor terminates Executive’s
employment without Cause or Executive resigns for Good Reason, Executive will be entitled to receive the
following payment and benefits, provided that prior to the sixtieth (60th) day following the date of such
termination Executive has signed a general release of known and unknown claims claims in a form satisfactory to
the Company, and the period for revocation has lapsed without the general release having been revoked:

(a) payment in a lump sum on the sixtieth (60th) day following Executive’s termination of
employment of an amount equal to twelve (12) months’ base salary at Executive’s final base salary rate, subject
to applicable withholding;

(b) commencing on the sixtieth (60th) day following Executive’s termination of employment,
payment of the premiums (including reimbursement to Executive of any such premiums paid by Executive during
such sixty (60) day period) necessary to continue Executive’s and dependents group health insurance coverage
under COBRA until the earlier of (i) twelve (12) months following Executive’s termination date, or (ii) the date
on which Executive first becomes eligible to obtain other group health insurance coverage. Thereafter, Executive
may elect to purchase continued group health insurance coverage at her own expense in accordance with
COBRA. Notwithstanding the foregoing, payment of such premiums shall not commence unless and until
Executive has incurred a Separation from Service; and

(c) Immediate vesting in one hundred percent (100%) of her then unvested Company equity
awards.

4. Voluntary Termination. In the event that Executive resigns from her employment with the Company at
any time (other than a resignation for Good Reason during the period covered by Section 2 or Section 3), or in
the event that Executive’s employment terminates at any time as a result of her death or disability (meaning
Executive is unable to perform her duties for any consecutive six (6) month period, with or without reasonable
accommodation, as a result of a physical and/or mental impairment), Executive will be entitled to no
compensation or benefits from the Company other than those earned through the date of Executive’s termination.
Executive agrees that if she resigns from her employment with the Company, she will provide the Company with
20 calendar days’ written notice of such resignation. The Company may, in its sole discretion, elect to waive all
or any part of such notice period and accept the Executive’s resignation at an earlier date.

5. Termination for Cause. If Executive’s employment is terminated by the Company at any time for
Cause as defined above in paragraph 1, Executive will be entitled to no compensation or benefits from the
Company other than those earned through the date of her termination for Cause.
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6. Compliance With Section 409A.

(a) Notwithstanding anything set forth herein to the contrary, no amount payable pursuant to
Section 2 or Section 3 of the Agreement which constitutes a “deferral of compensation” within the meaning of
Treasury Regulations promulgated pursuant to Section 409A (the “Section 409A Regulations”) shall be paid
unless and until Executive has incurred a Separation from Service. Furthermore, to the extent that Executive is a
“specified employee” of the Company as of the date of Executive’s Separation from Service,and to the extent
required by the Section 409A Regulations, no amount that constitutes a deferral of compensation which is
payable on account of the Employee’s Separation from Service shall be paid to Executive before the date (the
“Delayed Payment Date”) which is the first day of the seventh month after the date of Executive’s Separation
from Service or, if earlier, the date of Executive’s death following such Separation from Service. All such
amounts that would, but for this paragraph, become payable prior to the Delayed Payment Date will be
accumulated and paid on the Delayed Payment Date. To the extent that any provision of this Agreement is
ambiguous as to its compliance with Section 409A, the provision will be read in such a manner so that all
payments hereunder comply with Section 409A. Payments pursuant to this section are intended to constitute
separate payments for purposes of Section 1.409A-2(b)(2) of the Section 409A Regulations.

(b) The parties intend that the payments and benefits provided to Executive pursuant to this
Agreement be paid in compliance with Section 409A so that no excise tax is incurred under Section 409A. To the
extent permitted by Section 409A and the Section 409A Regulations, the parties agree to modify this Agreement,
the timing (but not the amount(s)) of the payments or benefits provided herein, or both, to the extent necessary to
comply with Section 409A.

7. Limitation on Payments. In the event that the severance and other benefits provided for in this
Agreement or otherwise payable to Executive (i) constitute “parachute payments” within the meaning of
Section 280G of the Code and (ii) but for this Section 7, would be subject to the excise tax imposed by
Section 4999 of the Code, then Executive’s severance benefits under this Agreement and benefits payable outside
of this Agreement will be either:

(a) delivered in full, or

(b) delivered as to such lesser extent which would result in no portion of such severance and
other benefits being subject to excise tax under Section 4999 of the Code, whichever of the foregoing amounts,
taking into account the applicable federal, state and local income taxes and the excise tax imposed by
Section 4999, results in the receipt by Executive on an after-tax basis, of the greatest amount of severance
benefits, notwithstanding that all or some portion of such severance benefits may be taxable under Section 4999
of the Code. If a reduction in the payments is required pursuant to the preceding sentence, the reduction shall
occur in the manner (the “Reduction Method”) that results in the greatest economic benefit for Executive. If more
than one method of reduction will result in the same economic benefit, the items so reduced will be reduced pro
rata (the “Pro Rata Reduction Method”). Notwithstanding the foregoing, if the Reduction Method or the Pro Rata
Reduction Method would result in any portion of the payments being subject to taxes pursuant to Section 409A
of the Code that would not otherwise be subject to taxes pursuant to Section 409A of the Code, then the
Reduction Method and/or the Pro Rata Reduction Method, as the case may be, shall be modified so as to
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avoid the imposition of taxes pursuant to Section 409A of the Code as follows: (A) as a first priority, the
modification shall preserve to the greatest extent possible, the greatest economic benefit for Executive as
determined on an after-tax basis; (B) as a second priority, the payments that are contingent on future events (e.g.,
being terminated without Cause), shall be reduced (or eliminated) before the payments that are not contingent on
future events; and (C) as a third priority, the payments that are “deferred compensation” within the meaning of
Section 409A of the Code shall be reduced (or eliminated) before the Contingent Payments that are not deferred
compensation within the meaning of Section 409A of the Code. Unless the Company and Executive otherwise
agree in writing, any determination required under this Section will be made in writing by the independent public
accountants who are primarily used by the Company immediately prior to Change in Control (the
“Accountants”), whose determination will be conclusive and binding upon Executive and the Company for all
purposes. For purposes of making the calculations required by this Section, the Accountants may make
reasonable assumptions and approximations concerning applicable taxes and may rely on reasonable, good faith
interpretations concerning the application of Sections 280G and 4999 of the Code. The Company and Executive
will furnish to the Accountants such information and documents as the Accountants may reasonably request in
order to make a determination under this Section. The Company will bear all costs the Accountants may
reasonably incur in connection with any calculations contemplated by this Section.

8. At-Will Employment. Notwithstanding anything contained in this Agreement, the parties
acknowledge and agree that Executive’s employment with the Company is and shall continue to be “at-will.”

9. Dispute Resolution. In the event of any dispute or claim between the parties, including any claims
relating to or arising out of this Agreement or the termination of Executive’s employment with the Company for
any reason, Executive and the Company agree that all such disputes shall be fully resolved by binding arbitration
conducted by the American Arbitration Association (“AAA”) in Santa Clara County, under the AAA’s National
Rules for the Resolution of Employment Disputes then in effect, which are available online at the AAA’s website
at www.adr.org. Executive and the Company each acknowledge and agree that they are waiving their respective
rights to have any such disputes or claims tried by a judge or jury.

10. Notices. Notices and all other communications contemplated by this Agreement shall be in writing
and shall be deemed to have been duly given when personally delivered or when received if mailed by U.S.
registered or certified mail, return receipt requested and postage prepaid. In the case of the Executive, mailed
notices shall be addressed to the Executive at the home address which the Executive most recently communicated
to the Company in writing. In the case of the Company, mailed notices shall be addressed to its corporate
headquarters, and all notices shall be directed to the attention of its Chief Executive Officer.

11. Successors.

(a) Company’s Successors. Any successor to the Company (whether direct or indirect and
whether by purchase, lease, merger, consolidation, liquidation or purchase of all or substantially all of the
Company’s business and/or assets) shall assume the Company’s obligations under this Agreement in writing and
agree expressly to perform the Company’s obligations under this Agreement in the same manner and to the same
extent that the Company
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would be required to perform such obligations in the absence of a succession. For all purposes under this
Agreement, the term “Company” shall include any successor to the Company’s business and/or assets which
executes and delivers the assumption agreement described in this subsection (a) or which becomes bound by the
terms of this Agreement by operation of law.

(b) Executive’s Successors. Without the written consent of the Company, the Executive shall not
assign or transfer this Agreement or any right or obligation under this Agreement to any other person or entity.
Notwithstanding the foregoing, the terms of this Agreement and all rights of the Executive hereunder shall inure
to the benefit of, and be enforceable by, the Executive’s personal or legal representatives, executors,
administrators, successors, heirs, distributees, devisees and legatees.

12. Termination. This Agreement shall terminate in the event that Executive is no longer part of the
executive team of the Company as determined by the Board of Directors and does not terminate service for Good
Reason.

13. Miscellaneous Provisions.

(a) No Duty to Mitigate. The Executive shall not be required to mitigate the amount of any
payment contemplated by this Agreement, nor shall any such payment be reduced by any earnings that the
Executive may receive from any other source.

(b) Modification/Waiver. No provision of this Agreement may be amended, modified, waived or
discharged unless the amendment, modification, waiver or discharge is agreed to in writing and signed by the
Executive and by an authorized officer of the Company (other than Executive). No waiver by either party of any
breach of, or of compliance with, any condition or provision of this Agreement by the other party shall be
considered a waiver of any other condition or provision or of the same condition or provision at another time.

(c) Integration. This Agreement constitutes the entire agreement and understanding between the
parties regarding Executive’s retention and severance benefits, and it supersedes all prior or contemporaneous
agreements, whether written or oral, regarding that subject matter, including the Original Agreement.

(d) Choice of Law. The validity, interpretation, construction and performance of this Agreement
shall be governed by the laws of the State of California.

(e) Severability. The invalidity or unenforceability of any provision or provisions of this
Agreement shall not affect the validity or enforceability of any other provision hereof, which shall remain in full
force and effect.

(f) Employment Taxes. All payments made pursuant to this Agreement shall be subject to
withholding of applicable income and employment taxes.

(g) Counterparts. This Agreement may be executed in counterparts, each of which shall be
deemed an original, but all of which together will constitute one and the same instrument.
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THE PARTIES SIGNING BELOW HAVE READ THE FOREGOING AGREEMENT AND FULLY
UNDERSTAND AND AGREE TO EACH AND EVERY PROVISION CONTAINED HEREIN.

Date: 2/21/2018 /s/ Anne Peters
Anne Peters

Immersion Corporation

Date: 2/26/2018 By: Carl Schlachte
Its:
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Exhibit 31.1

CERTIFICATIONS PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Carl Schlachte, certify that:

I have reviewed this quarterly report on Form 10-Q of Immersion Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations, and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

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

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting, which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize, and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: May 11, 2018

/s/ CARL SCHLACHTE
Carl Schlachte
Interim Chief Executive Officer

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


Exhibit 31.2

CERTIFICATIONS PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Nancy Erba, certify that:

I have reviewed this quarterly report on Form 10-Q of Immersion Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations, and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

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

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting, which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize, and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: May 11, 2018

/s/ Nancy Erba
Nancy Erba
Chief Financial Officer
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Exhibit 32.1

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

In connection with the Quarterly Report of Immersion Corporation (the “Company”) on Form 10-Q for the period ended March 31,
2018 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Carl Schlachte, Interim Chief Executive
Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that based on my knowledge:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934
(15 U.S.C. 78m or 78o(d)); and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of
operations of the Company.

/s/ CARL SCHLACHTE
Carl Schlachte
Interim Chief Executive Officer

May 11, 2018

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Registrant and will be retained by the Registrant and furnished to the Securities and Exchange Commission or its staff
upon request.
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Exhibit 32.2

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

In connection with the Quarterly Report of Immersion Corporation (the “Company”) on Form 10-Q for the period ended March 31,
2018 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Nancy Erba, Chief Financial Officer,
certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that based on my
knowledge:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934
(15 U.S.C. 78m or 78o(d)); and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of
operations of the Company.

/s/ Nancy Erba
Nancy Erba
Chief Financial Officer

May 11, 2018

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has been
provided to the Registrant and will be retained by the Registrant and furnished to the Securities and Exchange Commission or its staff
upon request.
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3 Months EndedDocument and Entity
Information - shares Mar. 31, 2018 May 04, 2018

Document And Entity Information [Abstract]
Document Type 10-Q
Amendment Flag false
Document Period End Date Mar. 31, 2018
Document Fiscal Year Focus 2018
Document Fiscal Period Focus Q1
Trading Symbol IMMR
Entity Registrant Name IMMERSION CORP
Entity Central Index Key 0001058811
Current Fiscal Year End Date --12-31
Entity Filer Category Accelerated Filer
Entity Common Stock, Shares Outstanding 30,367,214
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CONDENSED
CONSOLIDATED

BALANCE SHEETS
(Unaudited) - USD ($)

$ in Thousands

Mar.
31,

2018

Dec. 31,
2017

Current assets:
Cash and cash equivalents $

119,128 $ 24,622

Short-term investments 19,842 21,916
Accounts and other receivables 2,667 806
Prepaid expenses and other current assets 5,616 736
Total current assets 147,253 48,080
Property and equipment, net 2,903 3,150
Deferred income tax assets 371 401
Other assets 4,808 344
Total assets 155,335 51,975
Current liabilities:
Accounts payable 4,256 6,647
Accrued compensation 2,552 4,133
Other current liabilities 3,296 3,896
Deferred revenue 4,920 4,424
Total current liabilities 15,024 19,100
Long-term deferred revenue 33,665 22,303
Other long-term liabilities 1,374 915
Total liabilities 50,063 42,318
Contingencies (Note 12)
Stockholders’ equity:
Common stock and additional paid-in capital — $0.001 par value; 100,000,000 shares
authorized; 37,043,975 and 35,950,518 shares issued, respectively; 30,357,285 and
29,263,828 shares outstanding, respectively

235,438 228,046

Accumulated other comprehensive income 104 99
Accumulated deficit (83,398) (171,616)
Treasury stock at cost: 6,686,690 shares (46,872) (46,872)
Total stockholders’ equity 105,272 9,657
Total liabilities and stockholders’ equity $

155,335 $ 51,975
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CONDENSED
CONSOLIDATED

BALANCE SHEETS
(Unaudited) (Parenthetical) -

$ / shares

Mar. 31, 2018Dec. 31, 2017

Statement of Financial Position [Abstract]
Common stock, par value (in dollars per share) $ 0.001 $ 0.001
Common Stock, shares authorized (in shares) 100,000,000 100,000,000
Common Stock, shares issued (in shares) 37,043,975 35,950,518
Common Stock, shares outstanding (in shares) 30,357,285 29,263,828
Treasury Stock, shares (in shares) 6,686,690 6,686,690

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
https://www.secdatabase.com


3 Months EndedCONDENSED
CONSOLIDATED
STATEMENTS OF

OPERATIONS AND
COMPREHENSIVE

INCOME (LOSS)
(Unaudited) - USD ($)

shares in Thousands, $ in
Thousands

Mar. 31, 2018Mar. 31, 2017

Revenues:
Royalty and license $ 85,335 $ 9,006
Development, services, and other 81 218
Total revenues 85,416 9,224
Costs and expenses:
Cost of revenues 35 43
Sales and marketing 1,220 3,305
Research and development 2,820 3,196
General and administrative 11,236 15,532
Total costs and expenses 15,311 22,076
Operating income (loss) 70,105 (12,852)
Interest and other income 231 139
Income (loss) before provision for income taxes 70,336 (12,713)
Provision for income taxes (453) (152)
Net income (loss) $ 69,883 $ (12,865)
Basic net loss per share (in dollars per share) $ 2.35 $ (0.44)
Shares used in calculating basic net income (loss) per share (in shares) 29,700 29,024
Diluted net loss per share (in dollars per share) $ 2.29 $ (0.44)
Shares used in computation of diluted net income (loss) per share (in shares) 30,566 29,024
Other comprehensive income (loss), net of tax
Change in unrealized gains (losses) on short-term investments $ 5 $ (22)
Total other comprehensive income (loss) 5 (22)
Total comprehensive income (loss) $ 69,888 $ (12,887)
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3 Months EndedCONDENSED
CONSOLIDATED

STATEMENTS OF CASH
FLOWS (Unaudited) - USD

($)
$ in Thousands

Mar. 31,
2018

Mar. 31,
2017

Cash flows provided by (used in) operating activities:
Net income (loss) $ 69,883 $ (12,865)
Adjustments to reconcile net income (loss) to net cash provided by (used in)
operating activities:
Depreciation and amortization of property and equipment 227 232
Stock-based compensation 1,222 1,557
Deferred income taxes (67) 0
Loss on disposal of equipment 26 0
Changes in operating assets and liabilities:
Accounts and other receivables (1,861) (527)
Prepaid expenses and other current assets 116 150
Other assets (4,524) (55)
Accounts payable (2,391) 1,000
Accrued compensation and other current liabilities (2,181) (1,741)
Deferred revenue 25,197 (2,046)
Other long-term liabilities 422 (22)
Net cash provided by (used in) operating activities 86,203 (14,317)
Cash flows provided by (used in) investing activities:
Purchases of short-term investments (8,861) (9,931)
Proceeds from maturities of short-term investments 11,000 10,000
Purchases of property and equipment (6) (83)
Net cash provided by (used in) investing activities 2,133 (14)
Cash flows provided by financing activities:
Issuance of common stock under employee stock purchase plan 98 175
Exercise of stock options 6,072 401
Net cash provided by financing activities 6,170 576
Net increase (decrease) in cash and cash equivalents 94,506 (13,755)
Cash and cash equivalents:
Beginning of period 24,622 56,865
End of period 119,128 43,110
Supplemental disclosure of cash flow information
Cash paid for taxes 90 39
Supplemental disclosure of noncash operating, investing, and financing activities
Amounts accrued for property and equipment 0 11
Release of Restricted Stock Units and Awards under company stock plan $ 1,860 $ 1,768
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3 Months EndedSIGNIFICANT
ACCOUNTING POLICIES Mar. 31, 2018

Accounting Policies
[Abstract]
SIGNIFICANT
ACCOUNTING POLICIES

SIGNIFICANT ACCOUNTING POLICIES

Description of Business

Immersion Corporation (the “Company”) was incorporated in 1993 in California and
reincorporated in Delaware in 1999. The Company focuses on the creation, design, development,
and licensing of innovative haptic technologies that allow people to use their sense of touch more
fully as they engage with products and experience the digital world around them. The Company
has adopted a “hybrid” business model, under which it provides advanced tactile software, related
tools, and technical assistance to certain customers; and offers licenses to the Company's patented
intellectual property (“IP”) to other customers.

Principles of Consolidation and Basis of Presentation

The accompanying condensed consolidated financial statements include the accounts of
Immersion Corporation and its wholly-owned subsidiaries: Immersion Canada Corporation;
Immersion International, LLC; Immersion Medical, Inc.; Immersion Japan K.K.; Immersion Ltd.;
Immersion Software Ireland Ltd.; Haptify, Inc.; Immersion (Shanghai) Science & Technology
Company, Ltd.; and Immersion Technology International Ltd. All intercompany accounts,
transactions, and balances have been eliminated in consolidation.

The accompanying condensed consolidated financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of America
(“GAAP”) for interim financial information and with the instructions for Form 10-Q and Article
10 of Regulation S-X and, therefore, do not include all information and footnotes necessary for a
complete presentation of the financial position, results of operations, and cash flows, in
conformity with GAAP. The accompanying condensed consolidated financial statements should
be read in conjunction with the Company’s audited consolidated financial statements included in
the Company’s Annual Report on Form 10-K, for the fiscal year ended December 31, 2017. In the
opinion of management, all adjustments consisting of only normal and recurring items necessary
for the fair presentation of the financial position and results of operations for the interim periods
presented have been included.

The results of operations for the three months ended March 31, 2018 are not necessarily
indicative of the results to be expected for the full year.

Segment Information

The Company develops, licenses, and supports a wide range of software and IP that more
fully engage users’ sense of touch as they engage with products and experience the digital world
around them. The Company currently focuses on the following target application areas: mobility,
automotive, gaming, medical and wearables. The Company’s chief operating decision maker
(“CODM”) is the Chief Executive Officer. The CODM allocates resources to and assesses the
performance of the Company using information about its financial results as one operating and
reporting segment.

Revenue Recognition

In May 2014, the Financial Accounting Standards Board ("FASB") issued an Accounting
Standards Update (“ASU”) 2014-09 “Revenue from Contracts with Customers (Topic 606)"
("Accounting Standard Codification 606", "ASC 606"), which superseded most prior revenue
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recognition guidance under ASC Topic 605, "Revenue Recognition" ("ASC 605") including
industry-specific guidance. The underlying principle of ASC 606 is that an entity will recognize
revenue to depict the transfer of promised goods or services to customers at an amount that the
entity expects to be entitled in exchange for those goods or services. The new standard provides a
five-step analysis of transactions to determine when and how revenue is recognized, and shall be
applied retrospectively to each period presented or as a cumulative-effect adjustment as of the
date of adoption if the modified retrospective transition method is elected. The new standard also
requires enhanced disclosures regarding the nature, amount, timing and uncertainty of revenue
and cash flows arising from an entity's contracts with customers.

The Company adopted the new revenue standard effective January 1, 2018 using the
modified retrospective transition method where the cumulative effect of the initial application is
recognized as an adjustment to the opening balance of the accumulated deficit at January 1, 2018,
the date of adoption. Therefore, comparative prior periods have not been adjusted and continue to
be presented under ASC 605. Refer to Note 2 to the condensed consolidated financial statements
for the Company's revised revenue recognition accounting policy and a summary of the impact of
adoption of ASC 606.

Recent Accounting Pronouncements

Adopted

In March 2018, the FASB issued ASU2018-05 "Income Taxes (Topic 740): Amendments
to SEC Paragraphs Pursuant to SEC Staff Accounting Bulletin No. 118 (SEC Update)", which
updates Securities and Exchange Commission (“SEC”) guidance released in December 2017 when
the Tax Cuts and Jobs Act (the “Tax Act”) was signed into law. Additional information regarding
the adoption of this ASU and its material impact on the Company's condensed consolidated
financial statements is contained in Note 10 to the condensed consolidated financial statements.

In May 2017, the FASB issued ASU 2017-09 “Stock Compensation: Scope of Modification
Accounting”. The ASU provides guidance on the types of changes to the terms or conditions
of share-based payment awards to which an entity would be required to apply modification
accounting under ASC 718. For public business entities, the amendments in this update are
effective for annual periods beginning after December 15, 2017. The Company adopted the
standard effective January 1, 2018. The adoption of this ASU did not have a material impact on its
condensed consolidated financial statements.

In December 2016, the FASB issued ASU 2016-19 “Technical Corrections and
Improvements”. The amendments in this update affect a wide variety of topics in the Accounting
Standards Codification. For public business entities, the amendments in this update are effective
for annual periods beginning after December 15, 2017, and interim periods in the annual period
beginning after December 15, 2018. The Company adopted the standard effective January 1, 2018.
The adoption of this ASU did not have a material impact on its condensed consolidated financial
statements.

Not yet adopted

In February 2018, the FASB issued ASU 2018-02 "Income Statement—Reporting
Comprehensive Income (Topic 220): Reclassification of Certain Tax Effects from Accumulated
Other Comprehensive Income". The amendments in this ASU allow a reclassification from
accumulated other comprehensive income to retained earnings for stranded tax effects resulting
from the Tax Act. The guidance is effective for annual reporting periods beginning after December
15, 2018 and interim periods within those fiscal years, and early adoption is permitted. The
Company is currently assessing when it will adopt this ASU and its potential impact on the
Company’s condensed consolidated financial statements.

In February 2016, the FASB issued ASU 2016-02 “Leases: Topic 842” (“ASU 2016-02”),
which supersedes the existing guidance for lease accounting in Topic 840, Leases. The FASB
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issued the ASU to increase transparency and comparability among organizations by recognizing
lease assets and lease liabilities on the balance sheet and disclosing key information about leasing
arrangements. ASU 2016-02 requires lessees to recognize a lease liability and a right-of-use asset
for all leases. Lessor accounting remains largely unchanged. This ASU is effective for periods
beginning after December 15, 2018, with early adoption permitted. An entity will be required to
recognize and measure leases at the beginning of the earliest period presented using a modified
retrospective approach. The Company is currently in the process of evaluating the impact of this
standard on its condensed consolidated financial statements, but has not elected to early adopt the
standard and would plan to implement the standard on January 1, 2019.
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3 Months EndedREVENUE RECOGNITION Mar. 31, 2018
Revenue from Contract with
Customer [Abstract]
REVENUE RECOGNITION REVENUE RECOGNITION

Revised Revenue Recognition Accounting Policy

On January 1, 2018, the Company adopted ASC 606 using the modified retrospective
transition method. The new revenue standard has been applied to all contracts that were not
completed as of the date of adoption. To the extent that modifications occurred prior to the
adoption of ASC 606, the Company has reflected the aggregate impact of any modification when
evaluating the impact of the adoption.

The Company's revenue is primarily derived from fixed fee license agreements and per-unit
royalty agreements, along with less significant revenue earned from development, services and
other revenue. The adoption of ASC 606 affected the Company's revenue recognition model for
both fixed fee license revenue and per-unit royalty revenue presented on “royalty and license
revenue” on the Company’s condensed consolidated statements of operations and comprehensive
income (loss).

Fixed fee license revenue

In applying ASC 606, the Company is required to recognize revenue from a fixed fee license
agreement when it has satisfied its performance obligations, which typically occurs upon the
transfer of rights to the Company's technology upon the execution of the license agreement.
However, in certain contracts, the Company grants a license to its existing patent portfolio at the
inception of the license agreement as well as rights to the portfolio as it evolves throughout the
contract term. For such arrangements, the Company has concluded that it has two separate
performance obligations:

• Performance Obligation A: to transfer rights to the Company's patent portfolio as it
exists when the contract is executed;

• Performance Obligation B: to transfer rights to the Company's patent portfolio as it
evolves over the term of the contract, including access to new patent applications that the licensee
can benefit from over the term of the contract.

Under the Company's previous accounting practices under ASC 605, fixed license fees were
generally recognized on a straight-line basis over the contract term. As a result of the adoption of
ASC 606, if a fixed fee license agreement contains only Performance Obligation A, the Company
will recognize most or all of the revenue from the agreement at the inception of the contract. For
fixed fee license agreements that contain both Performance Obligation A and B, the Company
will be required to allocate the transaction price based on the standalone price for each of the two
performance obligations. The Company has developed a process, and established internal controls
around such process, to estimate standalone prices related to Performance Obligation A and B
using a number of factors primarily related to the attributes of its patent portfolio. Once the
transaction price is allocated, the portion of the transaction price allocable to Performance
Obligation A will be recognized in the quarter the license agreement is signed and the customer
can benefit from rights provided in the contract, and the portion allocable to Performance
Obligation B will be recognized on a straight-line basis over the contract term. For such contracts,
a contract liability account will be established and included within "deferred revenue" on the
condensed consolidated balance sheet. As the rights and obligations in a contract are
interdependent, contract assets and contract liabilities that arise in the same contract have been
presented on a net basis.

Historically, certain of the Company's license agreements contained fixed fees related to past
infringements for which the fixed fees were recognized as revenue or recorded as a deduction to
its operating expense in the quarter the license agreement was signed. After the adoption of ASC
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606, the Company will recognize revenue from such fixed fees related to past infringements in
the same manner in the quarter the license agreement is signed.

In the event a significant financing component is determined to exist in any of our
agreements, the Company will recognize more or less revenue and corresponding interest expense
or income, as appropriate.

Per-unit Royalty revenue

Under the Company's previous accounting practices under ASC 605, it recognized revenue
from per-unit royalty agreements in the period in which the related royalty report was received
from its licensees, generally one quarter in arrears from the period in which the underlying sales
occurred (i.e. on a "quarter-lag"). ASC 606 requires an entity to record per-unit royalty revenue in
the same period in which the licensee’s underlying sales occur. As the Company generally does
not receive the per-unit licensee royalty reports for sales during a given quarter within the time
frame that allows the Company to adequately review the reports and include the actual amounts
in its quarterly results for such quarter, the Company accrues the related revenue based on
estimates of its licensees’ underlying sales, subject to certain constraints on its ability to estimate
such amounts. As a result of accruing per-unit royalty revenue for the quarter based on such
estimates, adjustments will be required in the following quarter to true up revenue to the actual
amounts reported by its licensees. For the three months ended March 31, 2018, the Company had
no true-ups from the estimates made on January 1, 2018 which would require presentation herein.

Certain of the Company's per-unit royalty agreements contains a minimum royalty provision
which sets forth minimum amounts to be received by the Company during the contract term. Per
the Company's previous accounting policy under ASC 605, such minimum royalties were
recognized as revenue at the end of each reporting period (usually a calendar year) if the actual
royalties reported by the customer for that reporting period were below the minimum threshold
set forth in the contract. Under ASC 606, minimum royalties are considered a fixed transaction
price to which the Company will have an unconditional right once all other performance
obligations, if any, are satisfied. Therefore, the Company recognizes all minimum royalties as
revenue at the inception of the license agreement, or in the period in which all remaining revenue
recognition criteria have been met. The Company will establish contract assets for the unbilled
minimum royalties on a contract basis. Such contract asset balance will be reduced by the actual
royalties reported by the licensee during the contract term until fully utilized, after which point
any excess per-unit royalties reported will be recognized as revenue. As the rights and obligations
in a contract are interdependent, contract assets and contract liabilities that arise in the same
contract have been presented on a net basis.

Development, services, and other revenue

With little change from its previous accounting practices related to development, service and
other revenue, the Company will continue to recognize revenue from this stream when it has
satisfied service obligations. Consistent with the Company’s previous accounting practices under
ASC 605, the performance obligation related to its development, service and other revenue is
satisfied over a period of time, and such revenue is recognized evenly over the period of
performance obligation, which is generally consistent with the contractual term.

Adjustments upon Adoption of ASC 606

The following table summarizes adjustments related to the Company's adoption of ASC 606.

(in thousands)

Balance at
December 31,

2017
as Reported
under ASC

605

Adjustment
for Fixed

Fee License
Revenue *

Elimination
of Quarter-

Lag
Per-Unit
Royalties

Total
Adjustments

upon
Adoption of

ASC 606

Balance at
January 1,

2018
(ASC 606)

Prepaid
expenses and $ 736 $ 4,996 $ 4,996 $ 5,732
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other current
assets
Deferred
revenue -
current (4,424) 1,766 1,766 (2,658)
Long-term
deferred
revenue (22,303) 11,573 11,573 (10,730)
Accumulated
deficit 171,616 (13,339) (4,996) (18,335) 153,281

* Adjustment for fixed fee license revenue includes both the recognition of Performance Obligation A upon
the adoption of ASC 606, which had previously been deferred under ASC 605, and the change in the
transaction price allocated to Performance Obligation B and consequently the revenue recognized as of
January 1, 2018.

Disaggregated Revenue

The following table presents the disaggregation of the Company's revenue for the three
months ended March 31, 2018 under ASC 606. Revenues for the three months ended March 31,
2017 are presented in accordance with ASC 605.

(in thousands)
Three Months

Ended March 31,
2018 2017 Increase (Decrease)

Fixed fee license revenue 75,756 2,510 73,246 2,918 %
Per-Unit royalty revenue 9,579 6,496 3,083 47 %
Total royalty and license
revenue 85,335 9,006 76,329 848 %
Development, services, and
other revenue 81 218 (137) (63)%

Total revenues 85,416 9,224 76,192 826 %

For the three months ended March 31, 2018, the Company recognized $487,000 as revenue
that had been included in deferred revenue as of the beginning of the period. As of March 31,
2018, the Company had contract assets of $4.8 million and $4.5 million included within prepaid
expenses and other current assets and other non-current assets on the condensed consolidated
balance sheet, respectively. During the three months ended March 31, 2018, there was no
impairment of the contract assets.

Impact of Adoption of ASC 606

In accordance with the requirements of ASC 606, the disclosure of the impact of adoption on
the Company's condensed consolidated statements of operations and comprehensive income
(loss) and balance sheet as of and for the three months ended March 31, 2018 is presented below.
The Company believes that this additional information is vital during the transition year to allow
readers of its financial statements to compare financial results from the preceding financial year
given the use of the modified retrospective method of adoption. The adoption of ASC 606 did not
affect the Company's reported total amounts of cash flows from operating, investing and
financing activities as such separate tables for this separate financial statement have not been
provided.

Amounts contained in the tables below are in thousands, except per share data.
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Three Months Ended March 31,
2018 2017

As Reported
(ASC 606) Adjustments ASC 605

As Reported
(ASC 605)

Revenues:
Fixed fee license revenue $ 75,756 $ (72,341) $ 3,415 $ 2,510
Per-unit royalty revenue 9,579 (4,351) 5,228 6,496
Total royalty and license
revenue 85,335 (76,692) 8,643 9,006
Development, services, and
other revenue 81 — 81 218

Total revenues $ 85,416 $ (76,692) $ 8,724 $ 9,224
Operating expenses 15,311 — 15,311 22,076
Operating income (loss) 70,105 (76,692) (6,587) (12,852)
Interest and other income 231 — 231 139
Income (loss) before provision
for income taxes 70,336 (76,692) (6,356) (12,713)
Income tax provision (453) — (453) (152)
Net income (loss) $ 69,883 $ (76,692) $ (6,809) $ (12,865)
Basic net income (loss) per share $ 2.35 $ (2.58) $ (0.23) $ (0.44)
Diluted net income (loss) per
share $ 2.29 $ (2.51) $ (0.22) $ (0.44)

(in thousands) March 31, 2018
December 31,

2017
As

Reported
(ASC 606) Adjustments ASC 605

As Reported
(ASC 605)

Prepaid expenses and other
current assets 5,616 (4,847) 769 736
Other non-current assets 4,808 (4,500) 308 344
Deferred revenue - current (4,920) (9,521) (14,441) (4,424)
Long-term deferred revenue (33,665) (76,160) (109,825) (22,303)
Accumulated Deficit 83,398 95,027 178,425 171,616

Contracted Revenue

Based on contracts signed and payments received as of March 31, 2018, the Company
expects to recognize $38.6 million revenue related to Performance Obligation B under its fixed
fee license agreements, which is satisfied over time, including $14.3 million over one to three
years, and $24.3 million over more than three years, respectively.
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3 Months EndedFAIR VALUE
MEASUREMENTS Mar. 31, 2018

Fair Value Disclosures
[Abstract]
FAIR VALUE
MEASUREMENTS

FAIR VALUE MEASUREMENTS

Cash Equivalents and Short-term Investments

The financial instruments of the Company measured at fair value on a recurring basis are
cash equivalents and short-term investments.

The Company’s fixed income available-for-sale securities consist of high quality, investment
grade securities. The Company values these securities based on pricing from pricing vendors,
who may use quoted prices in active markets for identical assets (Level 1) or inputs other than
quoted prices that are observable either directly or indirectly (Level 2) in determining fair value.

The types of instruments valued based on quoted market prices in active markets include
money market accounts. Such instruments are generally classified within Level 1 of the fair value
hierarchy.

The types of instruments valued based on quoted prices in markets that are less active, broker
or dealer quotations, or alternative pricing sources with reasonable levels of price transparency
are generally classified within Level 2 of the fair value hierarchy and include U.S. treasury
securities.

The types of instruments valued based on unobservable inputs which reflect the reporting
entity’s own assumptions or data that market participants would use in valuing an instrument are
generally classified within Level 3 of the fair value hierarchy. The Company had no Level 3
instruments as of March 31, 2018 and December 31, 2017.

Financial instruments measured at fair value on a recurring basis as of March 31, 2018 and
December 31, 2017 are classified based on the valuation technique in the table below:

March 31, 2018
Fair value measurements using

(in thousands)

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

Assets:
U.S. Treasury securities $ — $ 19,842 $ — $ 19,842
Money market accounts 56,273 — — 56,273
Total assets at fair value $ 56,273 $ 19,842 $ — $ 76,115

The above table excludes $62.9 million of cash held in banks.

December 31, 2017
Fair value measurements using

(in thousands)

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total
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Assets:
U.S. Treasury securities $ — $ 21,916 $ — $ 21,916
Money market accounts 1,117 — — 1,117
Total assets at fair value $ 1,117 $ 21,916 $ — $ 23,033

The above table excludes $23.5 million of cash held in banks.

U.S. Treasury securities are classified as short-term investments, and money market accounts
are classified as cash equivalents on the Company’s condensed consolidated balance sheets.

Short-term Investments

March 31, 2018

(in thousands)
Amortized

Cost

Gross
Unrealized

Holding
Gains

Gross
Unrealized

Holding
Losses

Fair
Value

U.S. Treasury securities $ 19,860 $ — $ (18) $ 19,842
Total $ 19,860 $ — $ (18) $ 19,842

December 31, 2017

(in thousands)
Amortized

Cost

Gross
Unrealized

Holding
Gains

Gross
Unrealized

Holding
Losses

Fair
Value

U.S. Treasury securities $ 21,939 $ — $ (23) $ 21,916
Total $ 21,939 $ — $ (23) $ 21,916

The contractual maturities of the short-term investments (classified as available-for-sale
securities) on March 31, 2018 and December 31, 2017 were all due within one year. There were
no transfers of instruments between Level 1 and 2 during the three months ended March 31, 2018
and the year ended December 31, 2017.

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


3 Months EndedACCOUNTS AND OTHER
RECEIVABLES Mar. 31, 2018

Receivables [Abstract]
ACCOUNTS AND OTHER RECEIVABLES ACCOUNTS AND OTHER RECEIVABLES

(in thousands)
March 31,

2018
December
31, 2017

Trade accounts receivable $ 2,279 $ 458
Other receivables 388 348
Accounts and other receivables $ 2,667 $ 806
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3 Months EndedPROPERTY AND
EQUIPMENT Mar. 31, 2018

Property, Plant and Equipment
[Abstract]
PROPERTY AND EQUIPMENT PROPERTY AND EQUIPMENT

(in thousands)
March 31,

2018
December
31, 2017

Computer equipment and purchased software $ 3,212 $ 3,206
Machinery and equipment 834 834
Furniture and fixtures 1,146 1,274
Leasehold improvements 3,920 3,920

Total 9,112 9,234
Less accumulated depreciation (6,209) (6,084)
Property and equipment, net $ 2,903 $ 3,150
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3 Months EndedOTHER CURRENT
LIABILITIES Mar. 31, 2018

Other Liabilities, Current [Abstract]
OTHER CURRENT LIABILITIES OTHER CURRENT LIABILITIES

(in thousands)
March 31,

2018
December
31, 2017

Accrued legal $ 2,182 $ 2,202
Income taxes payable 118 219
Other current liabilities 996 1,475
Total other current liabilities $ 3,296 $ 3,896
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3 Months EndedRESTRUCTURING COSTS Mar. 31, 2018
Restructuring and Related
Activities [Abstract]
RESTRUCTURING COSTS RESTRUCTURING COSTS

In the fourth quarter of 2017, the Company executed a series of restructuring actions
designed to sharpen the Company’s strategic focus and establish a more cost-efficient operating
structure. The restructuring activities primarily focused on a reduction of the Company’s global
workforce in conjunction with steps taken to:

• Significantly reduce the Company’s presence in China and focus its efforts on Mobile
OEM licensing in that region;

• Cease its Mobile Advertising activities; and

• Narrow its focus in the Gaming and VR/AR markets on development efforts to bolster
its IP licensing model in these markets

The restructuring plan is expected to increase internal efficiencies through the consolidation
of certain sites of operation and has resulted in the elimination of approximately 56 positions, or
41%, of the worldwide employee base.

For the year ended December 31, 2017, the Company recorded restructuring expenses of
$1.6 million. There were no additional restructuring activities during the three months ended
March 31, 2018. The following table summarizes certain minor adjustments to the 2017
restructuring costs that were reflected in the consolidated statements of operations for the three
months ended March 31, 2018. There were no restructuring costs for the three months ended
March 31, 2017.

Three Months Ended March 31, 2018
(in
thousands)

Employee Separation
Costs

Asset-Related
Charges Other Total

Restructuring $ (44) $ — $ — $ (44)

Employee separation costs are associated with worldwide headcount reductions. Asset-
related charges consist primarily of accelerated depreciation costs related to the closure of one of
the Company’s offices in China. Accelerated depreciation costs represent the difference between
the depreciation expense as determined using the useful life of the assets prior to the restructuring
activities and the revised useful life resulting from the restructuring activities. Other expenses
consist primarily of lease termination expenses related to the closure of one of the Company’s
offices in China.

Substantially all accrued amounts related to the 2017 restructuring activities were paid during
the first quarter of 2018. The following table presents a reconciliation of the restructuring reserve
recorded within accrued liabilities on the Company’s condensed consolidated balance sheet as of
March 31, 2018:

Three Months Ended March 31, 2018

(in thousands)
Employee Separation

Costs
Asset-Related

Charges Other Total
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Balance as of December
31, 2017 $ 1,522 $ — $ 57 $ 1,579
Charges — — — —
Adjustments (44) — — (44)
Non-cash activity — — (26) (26)
Cash Payments (1,468) — (1,468)
Balance as of March 31,
2018 10 — 31 41
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3 Months EndedSTOCK-BASED
COMPENSATION Mar. 31, 2018

Disclosure of Compensation
Related Costs, Share-based
Payments [Abstract]
STOCK-BASED
COMPENSATION

STOCK-BASED COMPENSATION

Stock Options and Awards

The Company’s equity incentive program is a long-term retention program that is intended to
attract, retain, and provide incentives for talented employees, consultants, officers, and directors
and to align stockholder and employee interests. The Company may grant time based options,
market condition based options, stock appreciation rights, restricted stock, restricted stock units
(“RSUs”), performance shares, performance units, and other stock-based or cash-based awards to
employees, officers, directors, and consultants. Under this program, stock options may be granted
at prices not less than the fair market value on the date of grant for stock options. These options
generally vest over four years and expire from seven to ten years from the date of grant. In
addition to time based vesting, market condition based options are subject to a market condition:
the closing price of the Company stock must exceed a certain level for a number of trading days
within a specified timeframe or the options will be cancelled before the expiration of the options.
On June 2, 2017, the Company's stockholders approved an increase to the number of shares
reserved for issuance by 3,476,850 shares. Restricted stock generally vests over one year. RSUs
generally vest over three years. Awards granted other than an option or stock appreciation right
reduce the common stock shares available for grant under the program by 1.75 shares for each
share issued.

March 31, 2018
Common stock shares available for grant 1,653,597
Standard and market condition stock options outstanding 2,726,207
Restricted stock awards outstanding 44,538
RSU's outstanding 1,210,086

Employee Stock Purchase Plan

The Company has an Employee Stock Purchase Plan (“ESPP”). Under the ESPP, eligible
employees may purchase common stock through payroll deductions at a purchase price of 85% of
the lower of the fair market value of the Company’s common stock at the beginning of the
offering period or the purchase date. Participants may not purchase more than 2,000 shares in a
six-month offering period or purchase stock having a value greater than $25,000 in any calendar
year as measured at the beginning of the offering period. A total of 1,000,000 shares of common
stock has been reserved for issuance under the ESPP. As of March 31, 2018, 711,967 shares had
been purchased since the inception of the ESPP in 1999. Under ASC 718-10, the ESPP is
considered a compensatory plan and the Company is required to recognize compensation cost
related to the fair value of the award purchased under the ESPP. Shares purchased under the ESPP
for the three months ended March 31, 2018 are listed below. Shares purchased under the ESPP
for the three months ended March 31, 2017 are 27,667. The intrinsic value listed below is
calculated as the difference between the market value on the date of purchase and the purchase
price of the shares.

Three Months
Ended March 31,

2018
Shares purchased under ESPP 13,834
Average price of shares purchased under ESPP $ 7.11

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
https://www.secdatabase.com


Intrinsic value of shares purchased under ESPP $ 45,000

Summary of Standard Stock Options

The following table sets forth the summary of activity with respect to standard stock options
granted under the Company’s stock option plans for the three months ended March 31, 2018:

Three Months
Ended March 31,

2018
Beginning outstanding balance 3,277,991
Granted 167,500
Exercised (922,842)
Forfeited (25,103)
Expired (43,420)
Ending outstanding balance 2,454,126
Aggregate intrinsic value of options exercised $ 4,726,000
Weighted average fair value of options granted $ 5.48

The aggregate intrinsic value is calculated as the difference between the exercise price of the
underlying awards and the exercise price of the Company’s common stock for the options that
were in-the-money.

Information regarding these standard stock options outstanding at March 31, 2018 is
summarized below:

Number
of

Shares

Weighted
Average
Exercise

Price

Weighted
Average

Remaining
Contractual
Life (years)

Aggregate
Intrinsic

Value
(in millions)

March 31, 2018
Options outstanding 2,454,126 $ 8.69 3.42 $ 8.0
Options vested and expected to vest
using estimated forfeiture rates 2,334,242 8.66 3.28 7.7
Options exercisable 1,730,105 $ 8.56 2.33 $ 5.9

Summary of Market Condition Based Stock Options

The Company continued to have an outstanding balance of 272,081 market condition based
stock options as of both December 31, 2017 and March 31, 2018. No activity noted in the period
presented.

Summary of Restricted Stock Units

RSU activity for the three months ended March 31, 2018 was as follows:

Three Months
Ended March 31,

2018
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Beginning outstanding balance 508,880
Awarded 912,793
Released (156,781)
Forfeited (54,806)
Ending outstanding balance 1,210,086
Weighted average fair value on grant date of RSUs $ 11.84
Total fair value of RSUs released $ 1,860,000

Information regarding RSUs outstanding at March 31, 2018 is summarized below:

Number of
Shares

Weighted
Average

Remaining
Contractual
Life (years)

Aggregate
Intrinsic

Value
(in millions)

March 31, 2018
RSUs outstanding 1,210,086 1.35 $ 14.5
RSUs vested and expected to vest using
estimated forfeiture rates 938,701 1.25 $ 11.2

Summary of Restricted Stock Awards

Restricted stock award activity for the three months ended March 31, 2018 was as follows:

Three Months
Ended March

31, 2018
Beginning outstanding balance 44,538
Awarded —
Released —
Forfeited —
Ending outstanding balance 44,538
Weighted average grant date fair value of restricted stock awarded $ —
Total fair value of restricted stock awards released —

Stock Plan Assumptions

The assumptions used to value option grants under the Company’s stock plans were as
follows:

Three Months Ended
March 31,

2018 2017

Standard Stock Options
Expected life (in years) 4.4 4.6
Volatility 54% 56%
Interest rate 2.5% 1.9%
Dividend yield N/A N/A

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

https://www.secdatabase.com


Three Months Ended
March 31,

2018 2017

Market Condition Based Stock Options
Expected life (in years) 7.0 7.0
Volatility 59% 59%
Interest rate 1.6% 1.6%
Dividend yield N/A N/A

Three Months Ended
March 31,

2018 2017

Employee Stock Purchase Plan
Expected life (in years) 0.5 0.5
Volatility 74% 50%
Interest rate 1.7% 0.7%
Dividend yield N/A N/A

Compensation Costs

Total stock-based compensation recognized in the condensed consolidated statements of
operations and comprehensive income (loss) is as follows:

(in thousands)
Three Months Ended

March 31,
2018 2017

Statement of Operations Classifications
Sales and marketing $ (67) $ 210
Research and development 256 336
General and administrative 1,033 1,011
Total $ 1,222 $ 1,557

As of March 31, 2018, there was $12.7 million of unrecognized compensation cost, adjusted
for estimated forfeitures, related to non-vested stock options, restricted stock awards and RSUs
granted to the Company’s employees and directors. This cost will be recognized over an
estimated weighted-average period of approximately 2.56 years for standard options, 1.80 years
for RSUs, and 0.17 years for restricted stock awards. Total unrecognized compensation cost will
be adjusted for future changes in estimated forfeitures.
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3 Months EndedSTOCKHOLDERS'
EQUITY Mar. 31, 2018

Equity [Abstract]
STOCKHOLDERS' EQUITY STOCKHOLDERS’ EQUITY

Accumulated Other Comprehensive Income

The changes in accumulated other comprehensive income are included in the table below.

Three Months Ended March 31, 2018

(in thousands)

Unrealized Gains
and Losses on

Short-term
Investments

Foreign
Currency

Items Total
Beginning balance $ (23) $ 122 $ 99
Other comprehensive income before
reclassifications 5 — 5
Amounts reclassified from accumulated other
comprehensive income — — —
Net current period other comprehensive
income 5 — 5
Ending Balance $ (18) $ 122 $ 104

Stock Repurchase Program

On November 1, 2007, the Company announced its Board of Directors (the "Board")’
authorized the repurchase of up to $50.0 million of the Company’s common stock (“Stock
Repurchase Program”). In addition, on October 22, 2014, the Board authorized another $30.0
million under the share repurchase program. The Company may repurchase its common stock for
cash in the open market in accordance with applicable securities laws. The timing and amount of
any stock repurchase will depend on share price, corporate and regulatory requirements,
economic and market conditions, and other factors. The stock repurchase authorization has no
expiration date, does not require the Company to repurchase a specific number of shares, and may
be modified, suspended, or discontinued at any time.

There were no stock repurchase during the three months ended March 31, 2018 and 2017. As
of March 31, 2018, the Stock Repurchase Program remains available with approximately $33.4
million that may yet be purchased under the program.

Stockholders Right Plan

On December 26, 2017, the Board declared a dividend of one right (a “Right”) for each
of the Company's issued and outstanding shares of common stock, par value $0.001 per share.
The dividend was paid to the stockholders of record at the close of business on January 8, 2018
(the “Record Date”). Each Right entitles the holder to purchase from the Company one one-
thousandth of a share of the Company’s Series B Junior Participating Preferred Stock (the
“Preferred Stock”) at a price of $30.00(the “Exercise Price”), subject to certain adjustments and
contingently issuable.

There were no rights exercised during the three months ended March 31, 2018 and 2017.
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3 Months EndedINCOME TAXES Mar. 31, 2018
Income Tax Disclosure
[Abstract]
INCOME TAXES INCOME TAXES

Income tax provisions consisted of the following:

(in thousands)
Three Months Ended

March 31,
2018 2017

Income (loss) from continuing operations before provision for
income taxes

$ 70,336 $(12,713)
Provision for income taxes $ (453) $ (152)
Effective tax rate 0.6% (1.2)%

The provision for income tax for the three months ended March 31, 2018 resulted primarily
from estimated foreign taxes included in the calculation of the effective tax rate. The Company
continues to carry a full valuation allowance on its federal deferred tax assets. As a result, no
provision for U.S. sourced income was included in the calculation, the primary reason for the
difference between the statutory tax rate and effective tax rate. The provision for income tax for
the three months ended March 31, 2017 resulted primarily from estimated foreign taxes and
foreign withholding tax expense.

On December 22, 2017, the U.S. Tax Cuts and Jobs Act (the “Tax Act”) was passed into law.
The Act reduces the US federal corporate income tax rate from 35% to 21%, requires companies
to pay a one-time transition tax on earnings of certain foreign subsidiaries that were previously
tax deferred and creates new taxes on certain foreign sourced earnings. In addition, the Act
introduced the Base Erosion and Anti-Abuse Tax (“BEAT”), which creates a new tax on certain
related party payments.

During December 2017, the SEC staff issued Staff Accounting Bulletin No. 118 (“SAB
118”), which provided guidance on accounting for the federal tax rate change and other tax
effects of the Tax Act. SAB 118 provided a measurement period that should not extend beyond
one year from the Tax Act enactment date for companies to complete the accounting under ASC
740, Income Taxes. In accordance with SAB 118, a company must reflect the income tax effects
of those aspects of the Tax Act for which the accounting under ASC 740 is complete. To the
extent that a company’s accounting for certain income tax effects of the Tax Act is incomplete,
but the company is able to determine a reasonable estimate, it must record a provisional estimate
in its financial statements. If a company cannot determine a provision estimate to be included in
the financial statements, it should continue to apply ASC 740 on the basis of the provisions of the
tax laws that were in effect immediately before the enactment of the Tax Act.

In connection with the Company's adoption of the Tax Act and consideration of SAB 118,
the following updates have been made to the Company's income tax provision. In the fourth
quarter of 2017, the Company recorded a $12.9 million reduction to deferred tax assets and
related valuation allowance in connection with the re-measurement of certain deferred tax assets
and liabilities, resulting in no impact to its results of operations. The Company estimated that no
current tax expense should be recorded in connection with the transition tax on the mandatory
deemed repatriation of foreign earnings, a provisional estimate at December 31, 2017. There have
been no changes as of March 31, 2018. Additional work is necessary to complete a more detailed
analysis of the Company’s deferred tax assets and liabilities and historical foreign earnings as
well as potential correlative adjustments.
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For the Global Intangible Low-Taxed Income (“GILTI”) provisions of the Tax Act, the
Company has not yet completed its assessment or elected an accounting policy to either recognize
deferred taxes for basis differences expected to reverse as GILTI or to record GILTI as period
costs if and when incurred. At March 31, 2018, because the Company is still evaluating the
GILTI provisions and the analysis of future taxable income that is subject to GILTI, the Company
has included GILTI related to current-year operations only in its annual effective tax rate
calculation and has not provided additional GILTI on deferred items. Additionally, the Company
has determined that it is has not met the threshold requirements of the BEAT.

The Company has made a reasonable estimate of the effects of the Act as of March 31, 2018
in accordance with guidance in SAB 118. The Company will continue to monitor the estimated
impacts as additional guidance is released. Any adjustments recorded to the provisional amounts
through fourth quarter 2018 may be included in net income as an adjustment to tax expense.

As of March 31, 2018, the Company had unrecognized tax benefits under ASC 740 “Income
Taxes” of approximately $4.3 million and applicable interest of $12,000. The total amount of
unrecognized tax benefits that would affect the Company’s effective tax rate, if recognized, is
$556,000. The Company’s policy is to account for interest and penalties related to uncertain tax
positions as a component of income tax provision. We do not expect to have any significant
changes to unrecognized tax benefits during the next twelve months.

As of March 31, 2018, the Company had net deferred income tax assets of $371,000
consisting primarily of foreign net operating loss carryforwards, and deferred income tax
liabilities of $80,000. Because the Company had net operating loss and credit carryforwards,
there are open statutes of limitations in which federal, state, and foreign taxing authorities may
examine the Company’s tax returns for all years from 1998 through the current period.

The Company maintains a valuation allowance of $37.6 million against certain of its deferred
tax assets, including all federal, state, and certain foreign deferred tax assets as a result of
uncertainties regarding the realization of the asset balance due to historical losses, the variability
of operating results, and uncertainty regarding near term projected results. In the event that the
Company determines the deferred tax assets are realizable based on its assessment of relevant
factors, an adjustment to the valuation allowance may increase income in the period such
determination is made. The valuation allowance does not impact the Company’s ability to utilize
the underlying net operating loss carryforwards.
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3 Months EndedNET INCOME (LOSS) PER
SHARE Mar. 31, 2018

Earnings Per Share
[Abstract]
NET INCOME (LOSS) PER
SHARE

NET INCOME (LOSS) PER SHARE

Basic and diluted net income (loss) per share is computed using the weighted average
number of common shares outstanding for the period, excluding unvested restricted stock and
RSUs. The following is a reconciliation of the numerators and denominators used in computing
basic and diluted net loss per share for both continuing and discontinued operations:

Three months ended
March 31,

2018 2017

(in thousands, except
per share amounts)

Numerator:
Net income (loss) $ 69,883 $ (12,865)

Denominator:
Shares used in computation of basic net income (loss) per
share (weighted average common shares outstanding) 29,700 29,024
Dilutive potential common shares:

Stock options, ESPP, restricted Stock and RSUs 866 —
Shares used in computation of diluted net income (loss) per
share 30,566 29,024

Basic net income (loss) per share $ 2.35 $ (0.44)
Diluted net income (loss) per share $ 2.29 $ (0.44)

The Company includes the underlying market condition stock options in the calculation of
diluted earnings per share if the performance condition has been satisfied as of the end of the
reporting period and excludes such options if the performance condition has not been met.

For the three months ended March 31, 2018, standard stock options to purchase
approximately 551,000 shares of common stock, with exercise prices greater than the average fair
market value of the Company’s stock of $10.14 per share, were not included in the calculation
because the effect would have been anti-dilutive.

As of March 31, 2017, the Company had securities outstanding that could potentially dilute
basic earnings per share in the future, but these were excluded from the computation of diluted
net loss per share for the three months ended March 31, 2017, since their effect would have been
anti-dilutive. These outstanding securities consisted of the following:

March 31,
2017

Standard and market condition stock options outstanding 3,616,995
Restricted stock awards outstanding 77,540
RSUs outstanding 403,935
ESPP 11,889
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3 Months EndedCONTINGENCIES Mar. 31, 2018
Commitments and
Contingencies Disclosure
[Abstract]
CONTINGENCIES CONTINGENCIES

From time to time, the Company receives claims from third parties asserting that the
Company’s technologies, or those of its licensees, infringe on the other parties’ IP rights.
Management believes that these claims are without merit. Additionally, periodically, the
Company is involved in routine legal matters and contractual disputes incidental to its normal
operations. In management’s opinion, the resolution of such matters will not have a material
adverse effect on the Company’s consolidated financial condition, results of operations, or
liquidity.

In the normal course of business, the Company provides indemnification of varying scope to
customers, most commonly to licensees in connection with licensing arrangements that include
our IP, although these provisions can cover additional matters. Historically, costs related to these
guarantees have not been significant, and the Company is unable to estimate the maximum
potential impact of these guarantees on its future results of operations.

On April 28, 2017, Immersion Corporation and Immersion Software Ireland Limited
(collectively, “Immersion”) received a letter from Samsung Electronics Co. (“Samsung”)
requesting that Immersion reimburse Samsung with respect to withholding tax and penalties
imposed on Samsung by the Korean tax authorities following an investigation where the tax
authority determined that Samsung failed to withhold taxes on Samsung’s royalty payments to
Immersion Software Ireland from 2012 to 2016. On July 12, 2017, Immersion filed an appeal
with the Korea Tax Tribunal regarding their findings with respect to the withholding taxes and
penalties.

On September 29, 2017, Samsung filed an arbitration demand with the International
Chamber of Commerce against Immersion demanding that Immersion reimburse Samsung for the
imposed tax and penalties that Samsung paid to the Korean tax authorities. Samsung is
requesting that Immersion pay Samsung the amount of KRW7,841,324,165 (approximately $6.3
million) plus interest from and after May 2, 2017, plus the cost of the arbitration including legal
fees. The Company denies liability, and has asked the International Chamber of Commerce to
postpone the arbitration until the tax appeal is resolved. The arbitration panel conducted an initial
status conference on February 7, 2018. The panel denied our motion and has proposed a
procedural schedule with a hearing in July 2018. We filed our Statement of Defense and
Counterclaim on April 16, 2018. Immersion believes that there are valid defenses to all of the
claims from the Korean tax authorities and that Samsung’s claims are without merit. Immersion
intends to vigorously defend against these claims and as a result, Immersion has concluded that
the likelihood of a material charge resulting from this claim is remote. In the event Samsung were
to prevail in the arbitration in advance of the conclusion of the appeal with the Korea Tax
Tribunal, Immersion could be required to make a payment to Samsung even though it would later
be reimbursed should Immersion prevail in the appeal.

On October 16, 2017, Immersion received a letter from LG Electronics Inc. (“LGE”)
requesting that Immersion reimburse LGE with respect to withholding tax imposed on LGE by
the Korean tax authorities following an investigation where the tax authority determined that
LGE failed to withhold on LGE’s royalty payments to Immersion Software Ireland from 2012 to
2014. On November 3, 2017, Immersion filed an appeal with the Korea Tax Tribunal regarding
their findings with respect to the withholding taxes. Immersion believes that there are valid
defenses to the claims raised by the Korean tax authorities and that LGE’s claims are without
merit. The Company intends to vigorously defend itself against these claims and as a result, has
concluded that the likelihood of a material charge resulting from the claim from LGE to be
remote.
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3 Months EndedSIGNIFICANT
ACCOUNTING POLICIES

(Policies) Mar. 31, 2018

Accounting Policies
[Abstract]
Description of Business Description of Business

Immersion Corporation (the “Company”) was incorporated in 1993 in California and
reincorporated in Delaware in 1999. The Company focuses on the creation, design, development,
and licensing of innovative haptic technologies that allow people to use their sense of touch more
fully as they engage with products and experience the digital world around them. The Company
has adopted a “hybrid” business model, under which it provides advanced tactile software, related
tools, and technical assistance to certain customers; and offers licenses to the Company's patented
intellectual property (“IP”) to other customers.

Principles of Consolidation
and Basis of Presentation

Principles of Consolidation and Basis of Presentation

The accompanying condensed consolidated financial statements include the accounts of
Immersion Corporation and its wholly-owned subsidiaries: Immersion Canada Corporation;
Immersion International, LLC; Immersion Medical, Inc.; Immersion Japan K.K.; Immersion Ltd.;
Immersion Software Ireland Ltd.; Haptify, Inc.; Immersion (Shanghai) Science & Technology
Company, Ltd.; and Immersion Technology International Ltd. All intercompany accounts,
transactions, and balances have been eliminated in consolidation.

The accompanying condensed consolidated financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of America
(“GAAP”) for interim financial information and with the instructions for Form 10-Q and Article
10 of Regulation S-X and, therefore, do not include all information and footnotes necessary for a
complete presentation of the financial position, results of operations, and cash flows, in
conformity with GAAP. The accompanying condensed consolidated financial statements should
be read in conjunction with the Company’s audited consolidated financial statements included in
the Company’s Annual Report on Form 10-K, for the fiscal year ended December 31, 2017. In the
opinion of management, all adjustments consisting of only normal and recurring items necessary
for the fair presentation of the financial position and results of operations for the interim periods
presented have been included.

The results of operations for the three months ended March 31, 2018 are not necessarily
indicative of the results to be expected for the full year.

Segment Information Segment Information

The Company develops, licenses, and supports a wide range of software and IP that more
fully engage users’ sense of touch as they engage with products and experience the digital world
around them. The Company currently focuses on the following target application areas: mobility,
automotive, gaming, medical and wearables. The Company’s chief operating decision maker
(“CODM”) is the Chief Executive Officer. The CODM allocates resources to and assesses the
performance of the Company using information about its financial results as one operating and
reporting segment.

Revenue Recognition Revenue Recognition

In May 2014, the Financial Accounting Standards Board ("FASB") issued an Accounting
Standards Update (“ASU”) 2014-09 “Revenue from Contracts with Customers (Topic 606)"
("Accounting Standard Codification 606", "ASC 606"), which superseded most prior revenue
recognition guidance under ASC Topic 605, "Revenue Recognition" ("ASC 605") including
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industry-specific guidance. The underlying principle of ASC 606 is that an entity will recognize
revenue to depict the transfer of promised goods or services to customers at an amount that the
entity expects to be entitled in exchange for those goods or services. The new standard provides a
five-step analysis of transactions to determine when and how revenue is recognized, and shall be
applied retrospectively to each period presented or as a cumulative-effect adjustment as of the
date of adoption if the modified retrospective transition method is elected. The new standard also
requires enhanced disclosures regarding the nature, amount, timing and uncertainty of revenue
and cash flows arising from an entity's contracts with customers.

The Company adopted the new revenue standard effective January 1, 2018 using the
modified retrospective transition method where the cumulative effect of the initial application is
recognized as an adjustment to the opening balance of the accumulated deficit at January 1, 2018,
the date of adoption. Therefore, comparative prior periods have not been adjusted and continue to
be presented under ASC 605. Refer to Note 2 to the condensed consolidated financial statements
for the Company's revised revenue recognition accounting policy and a summary of the impact of
adoption of ASC 606.

Revised Revenue Recognition Accounting Policy

On January 1, 2018, the Company adopted ASC 606 using the modified retrospective
transition method. The new revenue standard has been applied to all contracts that were not
completed as of the date of adoption. To the extent that modifications occurred prior to the
adoption of ASC 606, the Company has reflected the aggregate impact of any modification when
evaluating the impact of the adoption.

The Company's revenue is primarily derived from fixed fee license agreements and per-unit
royalty agreements, along with less significant revenue earned from development, services and
other revenue. The adoption of ASC 606 affected the Company's revenue recognition model for
both fixed fee license revenue and per-unit royalty revenue presented on “royalty and license
revenue” on the Company’s condensed consolidated statements of operations and comprehensive
income (loss).

Fixed fee license revenue

In applying ASC 606, the Company is required to recognize revenue from a fixed fee license
agreement when it has satisfied its performance obligations, which typically occurs upon the
transfer of rights to the Company's technology upon the execution of the license agreement.
However, in certain contracts, the Company grants a license to its existing patent portfolio at the
inception of the license agreement as well as rights to the portfolio as it evolves throughout the
contract term. For such arrangements, the Company has concluded that it has two separate
performance obligations:

• Performance Obligation A: to transfer rights to the Company's patent portfolio as it
exists when the contract is executed;

• Performance Obligation B: to transfer rights to the Company's patent portfolio as it
evolves over the term of the contract, including access to new patent applications that the licensee
can benefit from over the term of the contract.

Under the Company's previous accounting practices under ASC 605, fixed license fees were
generally recognized on a straight-line basis over the contract term. As a result of the adoption of
ASC 606, if a fixed fee license agreement contains only Performance Obligation A, the Company
will recognize most or all of the revenue from the agreement at the inception of the contract. For
fixed fee license agreements that contain both Performance Obligation A and B, the Company
will be required to allocate the transaction price based on the standalone price for each of the two
performance obligations. The Company has developed a process, and established internal controls
around such process, to estimate standalone prices related to Performance Obligation A and B
using a number of factors primarily related to the attributes of its patent portfolio. Once the
transaction price is allocated, the portion of the transaction price allocable to Performance
Obligation A will be recognized in the quarter the license agreement is signed and the customer
can benefit from rights provided in the contract, and the portion allocable to Performance
Obligation B will be recognized on a straight-line basis over the contract term. For such contracts,
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a contract liability account will be established and included within "deferred revenue" on the
condensed consolidated balance sheet. As the rights and obligations in a contract are
interdependent, contract assets and contract liabilities that arise in the same contract have been
presented on a net basis.

Historically, certain of the Company's license agreements contained fixed fees related to past
infringements for which the fixed fees were recognized as revenue or recorded as a deduction to
its operating expense in the quarter the license agreement was signed. After the adoption of ASC
606, the Company will recognize revenue from such fixed fees related to past infringements in
the same manner in the quarter the license agreement is signed.

In the event a significant financing component is determined to exist in any of our
agreements, the Company will recognize more or less revenue and corresponding interest expense
or income, as appropriate.

Per-unit Royalty revenue

Under the Company's previous accounting practices under ASC 605, it recognized revenue
from per-unit royalty agreements in the period in which the related royalty report was received
from its licensees, generally one quarter in arrears from the period in which the underlying sales
occurred (i.e. on a "quarter-lag"). ASC 606 requires an entity to record per-unit royalty revenue in
the same period in which the licensee’s underlying sales occur. As the Company generally does
not receive the per-unit licensee royalty reports for sales during a given quarter within the time
frame that allows the Company to adequately review the reports and include the actual amounts
in its quarterly results for such quarter, the Company accrues the related revenue based on
estimates of its licensees’ underlying sales, subject to certain constraints on its ability to estimate
such amounts. As a result of accruing per-unit royalty revenue for the quarter based on such
estimates, adjustments will be required in the following quarter to true up revenue to the actual
amounts reported by its licensees. For the three months ended March 31, 2018, the Company had
no true-ups from the estimates made on January 1, 2018 which would require presentation herein.

Certain of the Company's per-unit royalty agreements contains a minimum royalty provision
which sets forth minimum amounts to be received by the Company during the contract term. Per
the Company's previous accounting policy under ASC 605, such minimum royalties were
recognized as revenue at the end of each reporting period (usually a calendar year) if the actual
royalties reported by the customer for that reporting period were below the minimum threshold
set forth in the contract. Under ASC 606, minimum royalties are considered a fixed transaction
price to which the Company will have an unconditional right once all other performance
obligations, if any, are satisfied. Therefore, the Company recognizes all minimum royalties as
revenue at the inception of the license agreement, or in the period in which all remaining revenue
recognition criteria have been met. The Company will establish contract assets for the unbilled
minimum royalties on a contract basis. Such contract asset balance will be reduced by the actual
royalties reported by the licensee during the contract term until fully utilized, after which point
any excess per-unit royalties reported will be recognized as revenue. As the rights and obligations
in a contract are interdependent, contract assets and contract liabilities that arise in the same
contract have been presented on a net basis.

Development, services, and other revenue

With little change from its previous accounting practices related to development, service and
other revenue, the Company will continue to recognize revenue from this stream when it has
satisfied service obligations. Consistent with the Company’s previous accounting practices under
ASC 605, the performance obligation related to its development, service and other revenue is
satisfied over a period of time, and such revenue is recognized evenly over the period of
performance obligation, which is generally consistent with the contractual term.

Recent Accounting
Pronouncements

Recent Accounting Pronouncements

Adopted
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In March 2018, the FASB issued ASU2018-05 "Income Taxes (Topic 740): Amendments
to SEC Paragraphs Pursuant to SEC Staff Accounting Bulletin No. 118 (SEC Update)", which
updates Securities and Exchange Commission (“SEC”) guidance released in December 2017 when
the Tax Cuts and Jobs Act (the “Tax Act”) was signed into law. Additional information regarding
the adoption of this ASU and its material impact on the Company's condensed consolidated
financial statements is contained in Note 10 to the condensed consolidated financial statements.

In May 2017, the FASB issued ASU 2017-09 “Stock Compensation: Scope of Modification
Accounting”. The ASU provides guidance on the types of changes to the terms or conditions
of share-based payment awards to which an entity would be required to apply modification
accounting under ASC 718. For public business entities, the amendments in this update are
effective for annual periods beginning after December 15, 2017. The Company adopted the
standard effective January 1, 2018. The adoption of this ASU did not have a material impact on its
condensed consolidated financial statements.

In December 2016, the FASB issued ASU 2016-19 “Technical Corrections and
Improvements”. The amendments in this update affect a wide variety of topics in the Accounting
Standards Codification. For public business entities, the amendments in this update are effective
for annual periods beginning after December 15, 2017, and interim periods in the annual period
beginning after December 15, 2018. The Company adopted the standard effective January 1, 2018.
The adoption of this ASU did not have a material impact on its condensed consolidated financial
statements.

Not yet adopted

In February 2018, the FASB issued ASU 2018-02 "Income Statement—Reporting
Comprehensive Income (Topic 220): Reclassification of Certain Tax Effects from Accumulated
Other Comprehensive Income". The amendments in this ASU allow a reclassification from
accumulated other comprehensive income to retained earnings for stranded tax effects resulting
from the Tax Act. The guidance is effective for annual reporting periods beginning after December
15, 2018 and interim periods within those fiscal years, and early adoption is permitted. The
Company is currently assessing when it will adopt this ASU and its potential impact on the
Company’s condensed consolidated financial statements.

In February 2016, the FASB issued ASU 2016-02 “Leases: Topic 842” (“ASU 2016-02”),
which supersedes the existing guidance for lease accounting in Topic 840, Leases. The FASB
issued the ASU to increase transparency and comparability among organizations by recognizing
lease assets and lease liabilities on the balance sheet and disclosing key information about leasing
arrangements. ASU 2016-02 requires lessees to recognize a lease liability and a right-of-use asset
for all leases. Lessor accounting remains largely unchanged. This ASU is effective for periods
beginning after December 15, 2018, with early adoption permitted. An entity will be required to
recognize and measure leases at the beginning of the earliest period presented using a modified
retrospective approach. The Company is currently in the process of evaluating the impact of this
standard on its condensed consolidated financial statements, but has not elected to early adopt the
standard and would plan to implement the standard on January 1, 2019.
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3 Months EndedREVENUE RECOGNITION
(Tables) Mar. 31, 2018

Revenue from Contract with
Customer [Abstract]
Schedule of adjustments and
impacts related to adoption of
ASC 606

Amounts contained in the tables below are in thousands, except per share data.

Three Months Ended March 31,
2018 2017

As Reported
(ASC 606) Adjustments ASC 605

As Reported
(ASC 605)

Revenues:
Fixed fee license revenue $ 75,756 $ (72,341) $ 3,415 $ 2,510
Per-unit royalty revenue 9,579 (4,351) 5,228 6,496
Total royalty and license
revenue 85,335 (76,692) 8,643 9,006
Development, services, and
other revenue 81 — 81 218

Total revenues $ 85,416 $ (76,692) $ 8,724 $ 9,224
Operating expenses 15,311 — 15,311 22,076
Operating income (loss) 70,105 (76,692) (6,587) (12,852)
Interest and other income 231 — 231 139
Income (loss) before provision
for income taxes 70,336 (76,692) (6,356) (12,713)
Income tax provision (453) — (453) (152)
Net income (loss) $ 69,883 $ (76,692) $ (6,809) $ (12,865)
Basic net income (loss) per share $ 2.35 $ (2.58) $ (0.23) $ (0.44)
Diluted net income (loss) per
share $ 2.29 $ (2.51) $ (0.22) $ (0.44)

(in thousands) March 31, 2018
December 31,

2017
As

Reported
(ASC 606) Adjustments ASC 605

As Reported
(ASC 605)

Prepaid expenses and other
current assets 5,616 (4,847) 769 736
Other non-current assets 4,808 (4,500) 308 344
Deferred revenue - current (4,920) (9,521) (14,441) (4,424)
Long-term deferred revenue (33,665) (76,160) (109,825) (22,303)
Accumulated Deficit 83,398 95,027 178,425 171,616

The following table summarizes adjustments related to the Company's adoption of ASC 606.

(in thousands)

Balance at
December 31,

2017
as Reported

Adjustment
for Fixed

Fee License
Revenue *

Elimination
of Quarter-

Lag
Per-Unit
Royalties

Total
Adjustments

upon
Adoption of

ASC 606

Balance at
January 1,

2018
(ASC 606)
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under ASC
605

Prepaid
expenses and
other current
assets $ 736 $ 4,996 $ 4,996 $ 5,732
Deferred
revenue -
current (4,424) 1,766 1,766 (2,658)
Long-term
deferred
revenue (22,303) 11,573 11,573 (10,730)
Accumulated
deficit 171,616 (13,339) (4,996) (18,335) 153,281

* Adjustment for fixed fee license revenue includes both the recognition of Performance Obligation A upon
the adoption of ASC 606, which had previously been deferred under ASC 605, and the change in the
transaction price allocated to Performance Obligation B and consequently the revenue recognized as of
January 1, 2018.

Disaggregated revenue The following table presents the disaggregation of the Company's revenue for the three
months ended March 31, 2018 under ASC 606. Revenues for the three months ended March 31,
2017 are presented in accordance with ASC 605.

(in thousands)
Three Months

Ended March 31,
2018 2017 Increase (Decrease)

Fixed fee license revenue 75,756 2,510 73,246 2,918 %
Per-Unit royalty revenue 9,579 6,496 3,083 47 %
Total royalty and license
revenue 85,335 9,006 76,329 848 %
Development, services, and
other revenue 81 218 (137) (63)%

Total revenues 85,416 9,224 76,192 826 %

Contracted revenue Based on contracts signed and payments received as of March 31, 2018, the Company
expects to recognize $38.6 million revenue related to Performance Obligation B under its fixed
fee license agreements, which is satisfied over time, including $14.3 million over one to three
years, and $24.3 million over more than three years, respectively.
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3 Months EndedFAIR VALUE
MEASUREMENTS (Tables) Mar. 31, 2018

Fair Value Disclosures [Abstract]
Schedule of financial instruments
measured at fair value on recurring
basis

Financial instruments measured at fair value on a recurring basis as of March 31,
2018 and December 31, 2017 are classified based on the valuation technique in the table
below:

March 31, 2018
Fair value measurements using

(in thousands)

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

Assets:
U.S. Treasury securities $ — $ 19,842 $ — $19,842
Money market accounts 56,273 — — 56,273
Total assets at fair value $ 56,273 $ 19,842 $ — $76,115

December 31, 2017
Fair value measurements using

(in thousands)

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

Assets:
U.S. Treasury
securities $ — $ 21,916 $ — $21,916
Money market
accounts 1,117 — — 1,117
Total assets at fair
value $ 1,117 $ 21,916 $ — $23,033

Schedule of short-term investments Short-term Investments

March 31, 2018

(in thousands)
Amortized

Cost

Gross
Unrealized

Holding
Gains

Gross
Unrealized

Holding
Losses

Fair
Value

U.S. Treasury securities $ 19,860 $ — $ (18) $ 19,842
Total $ 19,860 $ — $ (18) $ 19,842

December 31, 2017

(in thousands)
Amortized

Cost

Gross
Unrealized

Holding

Gross
Unrealized

Holding
Fair

Value
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Gains Losses
U.S. Treasury securities $ 21,939 $ — $ (23) $ 21,916
Total $ 21,939 $ — $ (23) $ 21,916
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3 Months EndedACCOUNTS AND OTHER
RECEIVABLES (Tables) Mar. 31, 2018

Receivables [Abstract]
Schedule of accounts and other receivables

(in thousands)
March 31,

2018
December
31, 2017

Trade accounts receivable $ 2,279 $ 458
Other receivables 388 348
Accounts and other receivables $ 2,667 $ 806
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3 Months EndedPROPERTY AND
EQUIPMENT (Tables) Mar. 31, 2018

Property, Plant and Equipment
[Abstract]
Schedule of property and equipment

(in thousands)
March 31,

2018
December
31, 2017

Computer equipment and purchased software $ 3,212 $ 3,206
Machinery and equipment 834 834
Furniture and fixtures 1,146 1,274
Leasehold improvements 3,920 3,920

Total 9,112 9,234
Less accumulated depreciation (6,209) (6,084)
Property and equipment, net $ 2,903 $ 3,150
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3 Months EndedOTHER CURRENT
LIABILITIES (Tables) Mar. 31, 2018

Other Liabilities, Current [Abstract]
Components of other current liabilities

(in thousands)
March 31,

2018
December
31, 2017

Accrued legal $ 2,182 $ 2,202
Income taxes payable 118 219
Other current liabilities 996 1,475
Total other current liabilities $ 3,296 $ 3,896
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3 Months EndedRESTRUCTURING COSTS
(Tables) Mar. 31, 2018

Restructuring and Related
Activities [Abstract]
Schedule of restructuring costs The following table presents a reconciliation of the restructuring reserve recorded within

accrued liabilities on the Company’s condensed consolidated balance sheet as of March 31, 2018:

Three Months Ended March 31, 2018

(in thousands)
Employee Separation

Costs
Asset-Related

Charges Other Total
Balance as of December
31, 2017 $ 1,522 $ — $ 57 $ 1,579
Charges — — — —
Adjustments (44) — — (44)
Non-cash activity — — (26) (26)
Cash Payments (1,468) — (1,468)
Balance as of March 31,
2018 10 — 31 41

017 restructuring costs that were reflected in the consolidated statements of operations for
the three months ended March 31, 2018. There were no restructuring costs for the three months
ended March 31, 2017.

Three Months Ended March 31, 2018
(in
thousands)

Employee Separation
Costs

Asset-Related
Charges Other Total

Restructuring $ (44) $ — $ — $ (44)
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3 Months EndedSTOCK-BASED
COMPENSATION (Tables) Mar. 31, 2018

Disclosure of Compensation Related Costs,
Share-based Payments [Abstract]
Schedule of stock options and awards

March 31,
2018

Common stock shares available for grant 1,653,597
Standard and market condition stock options outstanding 2,726,207
Restricted stock awards outstanding 44,538
RSU's outstanding 1,210,086

Schedule of employee stock purchase plan The intrinsic value listed below is calculated as the difference between
the market value on the date of purchase and the purchase price of the
shares.

Three Months
Ended March

31, 2018
Shares purchased under ESPP 13,834
Average price of shares purchased under ESPP $ 7.11
Intrinsic value of shares purchased under ESPP $ 45,000

Schedule of standard and market-based stock
options activity

The following table sets forth the summary of activity with respect to
standard stock options granted under the Company’s stock option plans for
the three months ended March 31, 2018:

Three
Months
Ended

March 31,
2018

Beginning outstanding balance 3,277,991
Granted 167,500
Exercised (922,842)
Forfeited (25,103)
Expired (43,420)
Ending outstanding balance 2,454,126
Aggregate intrinsic value of options exercised $ 4,726,000
Weighted average fair value of options granted $ 5.48

Schedule of information regarding standard and
market condition based stock options
outstanding

Information regarding these standard stock options outstanding at
March 31, 2018 is summarized below:

Number
of

Shares

Weighted
Average
Exercise

Price

Weighted
Average

Remaining
Contractual
Life (years)

Aggregate
Intrinsic

Value
(in millions)

March 31, 2018
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Options
outstanding 2,454,126 $ 8.69 3.42 $ 8.0
Options vested and
expected to vest
using estimated
forfeiture rates 2,334,242 8.66 3.28 7.7
Options
exercisable 1,730,105 $ 8.56 2.33 $ 5.9

Schedule of restricted stock units activity RSU activity for the three months ended March 31, 2018 was as
follows:

Three
Months
Ended

March 31,
2018

Beginning outstanding balance 508,880
Awarded 912,793
Released (156,781)
Forfeited (54,806)
Ending outstanding balance 1,210,086
Weighted average fair value on grant date of RSUs $ 11.84
Total fair value of RSUs released $ 1,860,000

Schedule of information regarding restricted
stock units outstanding

Information regarding RSUs outstanding at March 31, 2018 is
summarized below:

Number of
Shares

Weighted
Average

Remaining
Contractual
Life (years)

Aggregate
Intrinsic

Value
(in millions)

March 31, 2018
RSUs outstanding 1,210,086 1.35 $ 14.5
RSUs vested and expected to
vest using estimated forfeiture
rates 938,701 1.25 $ 11.2

Schedule of restricted stock awards activity Restricted stock award activity for the three months ended March 31,
2018 was as follows:

Three
Months
Ended

March 31,
2018

Beginning outstanding balance 44,538
Awarded —
Released —
Forfeited —
Ending outstanding balance 44,538
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Weighted average grant date fair value of restricted stock
awarded $ —
Total fair value of restricted stock awards released —

Schedule of stock options, market condition
based stock options and employee stock
purchase plan, valuation assumptions

The assumptions used to value option grants under the Company’s
stock plans were as follows:

Three Months
Ended March 31,

2018 2017

Standard Stock Options
Expected life (in years) 4.4 4.6
Volatility 54% 56%
Interest rate 2.5% 1.9%
Dividend yield N/A N/A

Three Months
Ended March 31,

2018 2017

Market Condition Based Stock Options
Expected life (in years) 7.0 7.0
Volatility 59% 59%
Interest rate 1.6% 1.6%
Dividend yield N/A N/A

Three Months
Ended March 31,

2018 2017

Employee Stock Purchase Plan
Expected life (in years) 0.5 0.5
Volatility 74% 50%
Interest rate 1.7% 0.7%
Dividend yield N/A N/A

Schedule of stock-based compensation Total stock-based compensation recognized in the condensed
consolidated statements of operations and comprehensive income (loss) is
as follows:

(in thousands)
Three Months

Ended March 31,
2018 2017

Statement of Operations Classifications
Sales and marketing $ (67) $ 210
Research and development 256 336
General and administrative 1,033 1,011
Total $ 1,222 $ 1,557
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3 Months EndedSTOCKHOLDERS'
EQUITY (Tables) Mar. 31, 2018

Equity [Abstract]
Changes in accumulated other
comprehensive income

The changes in accumulated other comprehensive income are included in the table
below.

Three Months Ended March 31, 2018

(in thousands)

Unrealized Gains
and Losses on

Short-term
Investments

Foreign
Currency

Items Total
Beginning balance $ (23) $ 122 $ 99
Other comprehensive income before
reclassifications 5 — 5
Amounts reclassified from accumulated
other comprehensive income — — —
Net current period other comprehensive
income 5 — 5
Ending Balance $ (18) $ 122 $ 104
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3 Months EndedINCOME TAXES (Tables) Mar. 31, 2018
Income Tax Disclosure
[Abstract]
Schedule of income tax
provisions

Income tax provisions consisted of the following:

(in thousands)
Three Months Ended

March 31,
2018 2017

Income (loss) from continuing operations before provision for
income taxes

$ 70,336 $(12,713)
Provision for income taxes $ (453) $ (152)
Effective tax rate 0.6% (1.2)%
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3 Months EndedNET INCOME (LOSS) PER
SHARE (Tables) Mar. 31, 2018

Earnings Per Share [Abstract]
Reconciliation used in Computing Basic
and Diluted Net Income (Loss) per Share

The following is a reconciliation of the numerators and denominators used in
computing basic and diluted net loss per share for both continuing and discontinued
operations:

Three months ended
March 31,

2018 2017

(in thousands,
except

per share amounts)
Numerator:

Net income (loss) $ 69,883 $(12,865)
Denominator:

Shares used in computation of basic net income
(loss) per share (weighted average common shares
outstanding) 29,700 29,024
Dilutive potential common shares:

Stock options, ESPP, restricted Stock and RSUs 866 —
Shares used in computation of diluted net income
(loss) per share 30,566 29,024

Basic net income (loss) per share $ 2.35 $ (0.44)
Diluted net income (loss) per share $ 2.29 $ (0.44)

Schedule of Antidilutive Securities
Excluded from Computation of Earnings
Per Share

These outstanding securities consisted of the following:

March 31,
2017

Standard and market condition stock options outstanding 3,616,995
Restricted stock awards outstanding 77,540
RSUs outstanding 403,935
ESPP 11,889
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3 Months EndedSIGNIFICANT
ACCOUNTING POLICIES

- ADDITIONAL
INFORMATION (Detail)

Mar. 31, 2018
Segment

Accounting Policies [Abstract]
Number of reporting segments 1
Number of operating segments 1
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REVENUE RECOGNITION
- Adjustments Upon
Adoption of ASC 606

(Details) - USD ($)
$ in Thousands

Mar. 31,
2018

Jan. 01,
2018

Dec. 31,
2017

Revenue, Initial Application Period Cumulative Effect Transition [Line Items]
Prepaid expenses and other current assets $ 5,616 $ 5,732 $ 736
Deferred revenue (4,920) (2,658) (4,424)
Long-term deferred revenue (33,665) (10,730) (22,303)
Accumulated deficit 83,398 153,281 171,616
Calculated under revenue guidance in effect before Topic 606
Revenue, Initial Application Period Cumulative Effect Transition [Line Items]
Prepaid expenses and other current assets 769 736
Deferred revenue (14,441) (4,424)
Long-term deferred revenue (109,825) (22,303)
Accumulated deficit 178,425 $

171,616
Accounting Standards Update 2014-09 | Difference between revenue guidance in
effect before and after Topic 606
Revenue, Initial Application Period Cumulative Effect Transition [Line Items]
Prepaid expenses and other current assets (4,847) 4,996
Deferred revenue (9,521) 1,766
Long-term deferred revenue (76,160) 11,573
Accumulated deficit $ 95,027 (18,335)
Adjustment for Fixed Fee License Revenue | Accounting Standards Update 2014-09 |
Difference between revenue guidance in effect before and after Topic 606
Revenue, Initial Application Period Cumulative Effect Transition [Line Items]
Deferred revenue 1,766
Long-term deferred revenue 11,573
Accumulated deficit (13,339)
Elimination of Quarter-Lag Per-Unit Royalties | Accounting Standards Update
2014-09 | Difference between revenue guidance in effect before and after Topic 606
Revenue, Initial Application Period Cumulative Effect Transition [Line Items]
Prepaid expenses and other current assets 4,996
Accumulated deficit $

(4,996)
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3 Months Ended 12 Months EndedREVENUE RECOGNITION
- Disaggregated Revenue

(Details) - USD ($) Mar. 31, 2018Mar. 31, 2017 Mar. 31, 2018

Disaggregation of Revenue [Line Items]
Revenue $ 85,416,000 $ 9,224,000
Revenue, increase (decrease) $ 76,192,000
Revenue, increase (decrease), percent 826.00%
Revenue, revenue recognized 487,000
Contract with customer, asset, current 4,800,000 $ 4,800,000
Contract with customer, asset, noncurrent 4,500,000 4,500,000
Contract assets, impairment 0
Fixed fee license revenue
Disaggregation of Revenue [Line Items]
Revenue 75,756,000 2,510,000
Revenue, increase (decrease) $ 73,246,000
Revenue, increase (decrease), percent 2918.00%
Per-unit royalty revenue
Disaggregation of Revenue [Line Items]
Revenue 9,579,000 6,496,000
Revenue, increase (decrease) $ 3,083,000
Revenue, increase (decrease), percent 47.00%
Total royalty and license revenue
Disaggregation of Revenue [Line Items]
Revenue 85,335,000 9,006,000
Revenue, increase (decrease) $ 76,329,000
Revenue, increase (decrease), percent 848.00%
Development, services, and other revenue
Disaggregation of Revenue [Line Items]
Revenue $ 81,000 $ 218,000
Revenue, increase (decrease) $ (137,000)
Revenue, increase (decrease), percent (63.00%)
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3 Months EndedREVENUE RECOGNITION
- Impact of Adoption of ASC

606 (Details) - USD ($)
$ / shares in Units, $ in

Thousands

Mar. 31,
2018

Mar.
31,

2017

Jan. 01,
2018

Dec. 31,
2017

Revenues:
Royalty and license $ 85,335 $ 9,006
Development, services, and other 81 218
Total revenues 85,416 9,224
Operating Expenses 15,311
Operating income (loss) 70,105 (12,852)
Interest and other income 231 139
Income (loss) before provision for income taxes 70,336 (12,713)
Provision for income taxes (453) (152)
Net income (loss) $ 69,883 $

(12,865)
Basic net loss per share (in dollars per share) $ 2.35 $ (0.44)
Diluted net loss per share (in dollars per share) $ 2.29 $ (0.44)
Balance Sheets
Prepaid expenses and other current assets $ 5,616 $ 5,732 $ 736
Other assets 4,808 344
Deferred revenue - current (4,920) (2,658) (4,424)
Long-term deferred revenue (33,665) (10,730) (22,303)
Accumulated deficit 83,398 153,281 171,616
Fixed fee license revenue
Revenues:
Royalty and license 75,756
Per-unit royalty revenue
Revenues:
Royalty and license 9,579
Calculated under revenue guidance in effect before Topic 606
Revenues:
Royalty and license 8,643 $ 9,006
Development, services, and other 81 218
Total revenues 8,724 9,224
Operating Expenses 15,311 22,076
Operating income (loss) (6,587) (12,852)
Interest and other income 231 139
Income (loss) before provision for income taxes (6,356) (12,713)
Provision for income taxes (453) (152)
Net income (loss) $ (6,809) $

(12,865)
Basic net loss per share (in dollars per share) $ (0.23) $ (0.44)
Diluted net loss per share (in dollars per share) $ (0.22) $ (0.44)
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Balance Sheets
Prepaid expenses and other current assets $ 769 736
Other assets 308 344
Deferred revenue - current (14,441) (4,424)
Long-term deferred revenue (109,825) (22,303)
Accumulated deficit 178,425 $

171,616
Calculated under revenue guidance in effect before Topic 606 | Fixed fee
license revenue
Revenues:
Royalty and license 3,415 $ 2,510
Calculated under revenue guidance in effect before Topic 606 | Per-unit
royalty revenue
Revenues:
Royalty and license 5,228 $ 6,496
Accounting Standards Update 2014-09 | Difference between revenue
guidance in effect before and after Topic 606
Revenues:
Royalty and license (76,692)
Development, services, and other 0
Total revenues (76,692)
Operating Expenses 0
Operating income (loss) (76,692)
Interest and other income 0
Income (loss) before provision for income taxes (76,692)
Provision for income taxes 0
Net income (loss) $

(76,692)
Basic net loss per share (in dollars per share) $ (2.58)
Diluted net loss per share (in dollars per share) $ (2.51)
Balance Sheets
Prepaid expenses and other current assets $ (4,847) 4,996
Other assets (4,500)
Deferred revenue - current (9,521) 1,766
Long-term deferred revenue (76,160) 11,573
Accumulated deficit 95,027 (18,335)
Accounting Standards Update 2014-09 | Difference between revenue
guidance in effect before and after Topic 606 | Fixed fee license revenue
Revenues:
Royalty and license (72,341)
Balance Sheets
Deferred revenue - current 1,766
Long-term deferred revenue 11,573
Accumulated deficit (13,339)
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Accounting Standards Update 2014-09 | Difference between revenue
guidance in effect before and after Topic 606 | Per-unit royalty revenue
Revenues:
Royalty and license $ (4,351)
Balance Sheets
Prepaid expenses and other current assets 4,996
Accumulated deficit $

(4,996)
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REVENUE RECOGNITION
- Contracted Revenue

(Details)
$ in Millions

Mar. 31,
2018

USD ($)

Revenue, Remaining Performance Obligation, Expected Timing of Satisfaction, Start Date [Axis]:
2018-12-31
Revenue, Remaining Performance Obligation, Expected Timing of Satisfaction [Line Items]
Revenue, remaining performance obligation $ 14.3
Revenue, Remaining Performance Obligation, Expected Timing of Satisfaction, Start Date [Axis]:
2021-12-31
Revenue, Remaining Performance Obligation, Expected Timing of Satisfaction [Line Items]
Revenue, remaining performance obligation 24.3
Revenue, Remaining Performance Obligation, Expected Timing of Satisfaction, Start Date [Axis]:
(nil)
Revenue, Remaining Performance Obligation, Expected Timing of Satisfaction [Line Items]
Revenue, remaining performance obligation $ 38.6
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FAIR VALUE
MEASUREMENTS -

SCHEDULE OF
FINANCIAL

INSTRUMENTS
MEASURED AT FAIR

VALUE ON RECURRING
BASIS (Detail) - USD ($)

$ in Thousands

Mar. 31,
2018

Dec. 31,
2017

Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value $ 76,115 $ 23,033
Short-term investments | U.S. Treasury securities
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value 19,842 21,916
Cash and cash equivalents | Money market accounts
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value 56,273 1,117
Quoted Prices in Active Markets for Identical Assets (Level 1)
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value 56,273 1,117
Quoted Prices in Active Markets for Identical Assets (Level 1) | Short-term investments |
U.S. Treasury securities
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value 0 0
Quoted Prices in Active Markets for Identical Assets (Level 1) | Cash and cash
equivalents | Money market accounts
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value 56,273 1,117
Significant Other Observable Inputs (Level 2)
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value 19,842 21,916
Significant Other Observable Inputs (Level 2) | Short-term investments | U.S. Treasury
securities
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value 19,842 21,916
Significant Other Observable Inputs (Level 2) | Cash and cash equivalents | Money market
accounts
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Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value 0 0
Significant Unobservable Inputs (Level 3)
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value 0 0
Significant Unobservable Inputs (Level 3) | Short-term investments | U.S. Treasury
securities
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value 0 0
Significant Unobservable Inputs (Level 3) | Cash and cash equivalents | Money market
accounts
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis
[Line Items]
Total assets at fair value $ 0 $ 0
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FAIR VALUE
MEASUREMENTS -

SCHEDULE OF SHORT-
TERM INVESTMENTS

(Detail) - USD ($)
$ in Thousands

Mar. 31, 2018Dec. 31, 2017

Schedule of Available-for-sale Securities [Line Items]
Short-term investments, amortized cost $ 19,860 $ 21,939
Short-term investments, gross unrealized holding gains 0 0
Short-term investments, gross unrealized holding losses (18) (23)
Short-term investments, fair value 19,842 21,916
U.S. Treasury securities
Schedule of Available-for-sale Securities [Line Items]
Short-term investments, amortized cost 19,860 21,939
Short-term investments, gross unrealized holding gains 0 0
Short-term investments, gross unrealized holding losses (18) (23)
Short-term investments, fair value $ 19,842 $ 21,916
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3 Months
Ended

12 Months
Ended

FAIR VALUE
MEASUREMENTS -

ADDITIONAL
INFORMATION (Detail) -

USD ($)
Mar. 31, 2018 Dec. 31, 2017

Fair Value Disclosures [Abstract]
Cash held in banks $ 62,900,000 $ 23,500,000
Period for contractual maturities of the Company's available-for-sale
securities 1 year 1 year

Fair value assets, Level 1 to Level 2 $ 0 $ 0
Fair value assets, Level 2 to Level 1 0 0
Fair value liabilities, Level 1 to Level 2 0 0
Fair value liabilities, Level 2 to Level 1 $ 0 $ 0
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ACCOUNTS AND OTHER
RECEIVABLES -
SCHEDULE OF

ACCOUNTS AND OTHER
RECEIVABLES (Detail) -

USD ($)
$ in Thousands

Mar. 31, 2018Dec. 31, 2017

Receivables [Abstract]
Trade accounts receivable $ 2,279 $ 458
Other receivables 388 348
Accounts and other receivables 2,667 806
Allowance for doubtful accounts $ 0 $ 0
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PROPERTY AND
EQUIPMENT -
SCHEDULE OF

PROPERTY AND
EQUIPMENT (Detail) - USD

($)
$ in Thousands

Mar. 31, 2018Dec. 31, 2017

Property, Plant and Equipment [Line Items]
Property and equipment, total $ 9,112 $ 9,234
Less accumulated depreciation (6,209) (6,084)
Property and equipment, net 2,903 3,150
Computer equipment and purchased software
Property, Plant and Equipment [Line Items]
Property and equipment, total 3,212 3,206
Machinery and equipment
Property, Plant and Equipment [Line Items]
Property and equipment, total 834 834
Furniture and fixtures
Property, Plant and Equipment [Line Items]
Property and equipment, total 1,146 1,274
Leasehold improvements
Property, Plant and Equipment [Line Items]
Property and equipment, total $ 3,920 $ 3,920

Copyright © 2018 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
https://www.secdatabase.com


OTHER CURRENT
LIABILITIES (Detail) - USD

($)
$ in Thousands

Mar. 31, 2018Dec. 31, 2017

Other Liabilities, Current [Abstract]
Accrued legal $ 2,182 $ 2,202
Income taxes payable 118 219
Other current liabilities 996 1,475
Total other current liabilities $ 3,296 $ 3,896
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3 Months Ended 12 Months EndedRESTRUCTURING COSTS
(Details) - 2017 Strategic

Restructuring Plan

Mar. 31, 2018
USD ($)
position

Mar. 31, 2017
USD ($)

Dec. 31, 2017
USD ($)

Restructuring Cost and Reserve [Line Items]
Restructuring charges, number of position eliminated | position 56
Restructuring charges, percentage of position eliminated 41.00%
Charges | $ $ 0 $ 0 $ 1,600,000
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3 Months EndedRESTRUCTURING COSTS
- Restructuring Costs

(Details) - 2017 Strategic
Restructuring Plan

$ in Thousands

Mar. 31, 2018
USD ($)

Restructuring Cost and Reserve [Line Items]
Restructuring adjustment $ (44)
Employee Separation Costs
Restructuring Cost and Reserve [Line Items]
Restructuring adjustment (44)
Asset-Related Charges
Restructuring Cost and Reserve [Line Items]
Restructuring adjustment 0
Other
Restructuring Cost and Reserve [Line Items]
Restructuring adjustment $ 0
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3 Months Ended 12 Months EndedRESTRUCTURING COSTS
- Restructuring Accrual
(Details) - 2017 Strategic

Restructuring Plan - USD ($)
Mar. 31, 2018Mar. 31, 2017 Dec. 31, 2017

Restructuring Reserve [Roll Forward]
Liability beginning of period $ 1,579,000
Charges 0 $ 0 $ (1,600,000)
Restructuring adjustment (44,000)
Non-cash activity (26,000)
Cash Payments (1,468,000)
Liability end of period 41,000 1,579,000
Employee Separation Costs
Restructuring Reserve [Roll Forward]
Liability beginning of period 1,522,000
Charges 0
Restructuring adjustment (44,000)
Non-cash activity 0
Cash Payments (1,468,000)
Liability end of period 10,000 1,522,000
Asset-Related Charges
Restructuring Reserve [Roll Forward]
Liability beginning of period 0
Charges 0
Restructuring adjustment 0
Non-cash activity 0
Cash Payments 0
Liability end of period 0 0
Other
Restructuring Reserve [Roll Forward]
Liability beginning of period 57,000
Charges 0
Restructuring adjustment 0
Non-cash activity (26,000)
Cash Payments
Liability end of period $ 31,000 $ 57,000
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STOCK-BASED
COMPENSATION -

SCHEDULE OF STOCK
OPTIONS AND AWARDS

(Detail) - shares

Mar. 31,
2018

Dec. 31,
2017

Share-based Compensation Arrangement by Share-based Payment Award [Line
Items]
Common stock shares available for grant (in shares) 1,653,597
Standard and market condition stock options outstanding
Share-based Compensation Arrangement by Share-based Payment Award [Line
Items]
Standard and market condition stock options outstanding (in shares) 2,726,207
Restricted stock awards outstanding
Share-based Compensation Arrangement by Share-based Payment Award [Line
Items]
Restricted stock outstanding (in shares) 44,538 44,538
RSUs outstanding
Share-based Compensation Arrangement by Share-based Payment Award [Line
Items]
Restricted stock outstanding (in shares) 1,210,086 508,880
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3 Months EndedSTOCK-BASED
COMPENSATION -

SCHEDULE OF
EMPLOYEE STOCK

PURCHASE PLAN (Detail)
- USD ($)

$ / shares in Units, $ in
Thousands

Mar. 31, 2018Mar. 31, 2017

Disclosure of Compensation Related Costs, Share-based Payments [Abstract]
Shares purchased under ESPP (in shares) 13,834 27,667
Average price of shares purchased under ESPP (in dollars per share) $ 7.11
Intrinsic value of shares purchased under ESPP $ 45
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3 Months
Ended

STOCK-BASED
COMPENSATION -

SCHEDULE OF
STANDARD AND

MARKET-BASED STOCK
OPTIONS ACTIVITY

(Detail) - Standard Stock
Options

$ / shares in Units, $ in
Thousands

Mar. 31,
2018

USD ($)
$ / shares

shares

Share-based Compensation Arrangement by Share-based Payment Award, Options,
Nonvested, Number of Shares [Roll Forward]
Beginning outstanding balance (in shares) 3,277,991
Granted (in shares) 167,500
Exercised (in shares) (922,842)
Forfeited (in shares) (25,103)
Expired (in shares) (43,420)
Ending outstanding balance (in shares) 2,454,126
Aggregate intrinsic value of options exercised | $ $ 4,726,000
Weighted average fair value of options granted (in dollars per share) | $ / shares $ 5.48
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3 Months
Ended

STOCK-BASED
COMPENSATION -

SCHEDULE OF
INFORMATION

REGARDING STANDARD
AND MARKET

CONDITION BASED
STOCK OPTIONS

OUTSTANDING (Detail) -
USD ($)

$ / shares in Units, $ in
Millions

Mar. 31, 2018 Dec. 31,
2017

Standard Stock Options
Share-based Compensation Arrangement by Share-based Payment Award,
Options, Outstanding [Roll Forward]
Common stock options outstanding (in shares) 2,454,126 3,277,991
Options vested and expected to vest using estimated forfeiture rates, number (in
shares) 2,334,242

Options exercisable, number (in shares) 1,730,105
Options outstanding, Weighted Average Exercise Price (in dollars per share) $ 8.69
Options vested and expected to vest using estimated forfeiture rates, Weighted
Average Exercise Price (in dollars per share) 8.66

Options exercisable, Weighted Average Exercise Price (in dollars per share) $ 8.56
Options outstanding, Weighted Average Remaining Contractual Life (years) 3 years 5 months

1 day
Options vested and expected to vest using estimated forfeiture rates, Weighted
Average Remaining Contractual Life (years)

3 years 3 months
10 days

Options exercisable, weighted average remaining contractual (years) 2 years 3 months
29 days

Options outstanding, aggregate intrinsic value (in dollars) $ 8.0
Options vested and expected to vest using estimated forfeiture rates, Aggregate
Intrinsic Value (in dollars) 7.7

Options exercisable, aggregate intrinsic value (in dollars) $ 5.9
Market Condition Based Stock Options
Share-based Compensation Arrangement by Share-based Payment Award,
Options, Outstanding [Roll Forward]
Common stock options outstanding (in shares) 272,081 272,081
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3
Months
Ended

STOCK-BASED
COMPENSATION -

SCHEDULE OF
RESTRICTED STOCK

UNITS ACTIVITY (Detail) -
RSUs outstanding - USD ($)

$ / shares in Units, $ in
Thousands

Mar. 31,
2018

Dec.
31,

2017

Share-based Compensation Arrangement by Share-based Payment Award, Equity
Instruments Other than Options, Nonvested, Number of Shares [Roll Forward]
Restricted stock outstanding (in shares) 1,210,086508,880
Awarded (in shares) 912,793
Released (in shares) (156,781)
Forfeited (in shares) (54,806)
Ending outstanding balance (in shares) 1,210,086
Weighted average fair value on grant date of RSUs (in dollars per share) $ 11.84
Total fair value of RSUs released (in dollars) $ 1,860
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3 Months
Ended

STOCK-BASED
COMPENSATION -

SCHEDULE OF
INFORMATION

REGARDING
RESTRICTED STOCK
UNITS OUTSTANDING

(Detail) - RSUs outstanding -
USD ($)

$ in Millions

Mar. 31, 2018 Dec. 31,
2017

Share-based Compensation Arrangement by Share-based Payment Award [Line
Items]
RSUs outstanding, number (in shares) 1,210,086 508,880
RSUs vested and expected to vest using estimated forfeiture rates, number (in shares) 938,701
RSUs outstanding, weighted average remaining contractual life (years) 1 year 4 months

6 days
RSUs vested and expected to vest using estimated forfeiture rates, Weighted Average
Remaining Contractual Life (years) 1 year 3 months

RSUs outstanding, aggregate intrinsic value (in dollars) $ 14.5
RSUs vested and expected to vest using estimated forfeiture rates, aggregate intrinsic
value (in dollars) $ 11.2
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3 Months
Ended

STOCK-BASED
COMPENSATION -

SCHEDULE OF
RESTRICTED STOCK
AWARDS ACTIVITY

(Detail) - Restricted stock
awards outstanding

$ / shares in Units, $ in
Thousands

Mar. 31,
2018

USD ($)
$ / shares

shares

Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments
Other than Options, Nonvested, Number of Shares [Roll Forward]
Restricted stock outstanding (in shares) 44,538
Awarded (in shares) 0
Released (in shares) 0
Forfeited (in shares) 0
Ending outstanding balance (in shares) 44,538
Weighted average fair value on grant date of RSUs (in dollars per share) | $ / shares $ 0.00
Total fair value of restricted stock awards released (in dollars) | $ $ 0
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3 Months EndedSTOCK-BASED
COMPENSATION -

SCHEDULE OF STOCK
OPTIONS, MARKET
CONDITION BASED

STOCK OPTIONS AND
EMPLOYEE STOCK
PURCHASE PLAN

VALUATION
ASSUMPTIONS (Detail)

Mar. 31, 2018 Mar. 31, 2017

Employee Stock Purchase Plan
Share-based Compensation Arrangement by Share-based Payment
Award [Line Items]
Expected life (in years) 6 months 6 months
Volatility 74.00% 50.00%
Interest rate 1.70% 0.70%
Standard Stock Options
Share-based Compensation Arrangement by Share-based Payment
Award [Line Items]
Expected life (in years) 4 years 4 months

24 days
4 years 7 months 6
days

Volatility 54.00% 56.00%
Interest rate 2.50% 1.90%
Market Condition Based Stock Options
Share-based Compensation Arrangement by Share-based Payment
Award [Line Items]
Expected life (in years) 7 years 7 years
Volatility 59.00% 59.00%
Interest rate 1.60% 1.60%
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3 Months EndedSTOCK-BASED
COMPENSATION -

SCHEDULE OF STOCK-
BASED COMPENSATION

(Detail) - USD ($)
$ in Thousands

Mar. 31,
2018

Mar. 31,
2017

Employee Service Share-based Compensation, Allocation of Recognized Period
Costs [Line Items]
Share-based compensation, total $ 1,222 $ 1,557
Sales and marketing
Employee Service Share-based Compensation, Allocation of Recognized Period
Costs [Line Items]
Share-based compensation, total (67) 210
Research and development
Employee Service Share-based Compensation, Allocation of Recognized Period
Costs [Line Items]
Share-based compensation, total 256 336
General and administrative
Employee Service Share-based Compensation, Allocation of Recognized Period
Costs [Line Items]
Share-based compensation, total $ 1,033 $ 1,011
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3 Months EndedSTOCK-BASED
COMPENSATION -

ADDITIONAL
INFORMATION (Detail) -

USD ($)

Jun. 02,
2017 Mar. 31, 2018 Mar. 31,

2017

Share-based Compensation Arrangement by Share-based Payment
Award [Line Items]
Number of options for every share issued (in shares) 1.75
Percentage of fair market value on the purchase date 85.00%
Maximum number of shares per employee (in shares) 2,000
Employee stock purchase plan offering period 6 months
Maximum value of shares per employee $ 25,000
Common stock reserved for issuance (in shares) 1,000,000
Shares purchased by employee since inception of ESPP (in shares) 711,967
Shares purchased under ESPP (in shares) 13,834 27,667
Unrecognized compensation cost $ 12,700,000
Standard and market condition stock options outstanding
Share-based Compensation Arrangement by Share-based Payment
Award [Line Items]
Stock-based payment award vesting period (years) 4 years
Shares reserved for issuance (in shares) 3,476,850
Standard and market condition stock options outstanding | Minimum
Share-based Compensation Arrangement by Share-based Payment
Award [Line Items]
Stock-based payment award expiration period (years) 7 years
Standard and market condition stock options outstanding | Maximum
Share-based Compensation Arrangement by Share-based Payment
Award [Line Items]
Stock-based payment award expiration period (years) 10 years
Restricted stock awards outstanding
Share-based Compensation Arrangement by Share-based Payment
Award [Line Items]
Stock-based payment award vesting period (years) 1 year
Unrecognized compensation cost, recognized over an estimated
weighted-average period (years) 2 months 1 day

RSUs outstanding
Share-based Compensation Arrangement by Share-based Payment
Award [Line Items]
Stock-based payment award vesting period (years) 3 years
Unrecognized compensation cost, recognized over an estimated
weighted-average period (years)

1 year 9 months
18 days

Standard Stock Options
Share-based Compensation Arrangement by Share-based Payment
Award [Line Items]
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Unrecognized compensation cost, recognized over an estimated
weighted-average period (years)

2 years 6 months
21 days
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3 Months
Ended

STOCKHOLDERS'
EQUITY - CHANGES IN

ACCUMULATED OTHER
COMPREHENSIVE

INCOME (LOSS) (Detail)
$ in Thousands

Mar. 31, 2018
USD ($)

Reclassification from Accumulated Other Comprehensive Income, Current Period, Net of
Tax [Abstract]
Beginning balance $ 99
Other Comprehensive Income (Loss), Net of Tax [Abstract]
Other comprehensive income before reclassifications 5
Amounts reclassified from accumulated other comprehensive income 0
Net current period other comprehensive income 5
Ending balance 104
Unrealized Gains and Losses on Short-term Investments
Reclassification from Accumulated Other Comprehensive Income, Current Period, Net of
Tax [Abstract]
Beginning balance (23)
Other Comprehensive Income (Loss), Net of Tax [Abstract]
Other comprehensive income before reclassifications 5
Amounts reclassified from accumulated other comprehensive income 0
Net current period other comprehensive income 5
Ending balance (18)
Foreign Currency Items
Reclassification from Accumulated Other Comprehensive Income, Current Period, Net of
Tax [Abstract]
Beginning balance 122
Other Comprehensive Income (Loss), Net of Tax [Abstract]
Other comprehensive income before reclassifications 0
Amounts reclassified from accumulated other comprehensive income 0
Net current period other comprehensive income 0
Ending balance $ 122
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3 Months EndedSTOCKHOLDERS'
EQUITY - ADDITIONAL
INFORMATION (Detail) -

USD ($)

Mar. 31,
2018

Mar. 31,
2017

Dec. 31,
2017

Dec. 26,
2017

Oct. 22,
2014

Nov. 01,
2007

Class of Stock [Line Items]
Stock repurchase program, additional
authorized amount

$
30,000,000

$
50,000,000

Repurchased shares (in shares) 0 0
Repurchased shares, value $ 0 $ 0
Stock repurchase program, remaining available
repurchase amount

$
33,400,000

Common stock, par value (in dollars per share) $ 0.001 $ 0.001 $ 0.001
Rights, exercised (in shares) 0 0
Series B Junior Participating Preferred Stock
Class of Stock [Line Items]
Right, exercise price (in dollars per share) $ 30.00
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3 Months EndedINCOME TAXES -
SCHEDULE OF INCOME
TAX PROVISIONS (Detail)

- USD ($)
$ in Thousands

Mar. 31, 2018Mar. 31, 2017

Income Tax Disclosure [Abstract]
Income (loss) from continuing operations before provision for income taxes $ 70,336 $ (12,713)
Provision for income taxes $ (453) $ (152)
Effective tax rate 0.60% (1.20%)
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1 Months
Ended

INCOME TAXES -
ADDITIONAL

INFORMATION (Detail) -
USD ($)

$ in Thousands
Dec. 31, 2017 Mar. 31,

2018

Income Tax Disclosure [Abstract]
Tax Cuts and Jobs Act of 2017, change in tax rate, deferred tax asset, provisional
income tax expense $ 12,900

Unrecognized tax benefits $ 4,300
Unrecognized tax benefits, interest 12
Unrecognized tax benefits that would affect the Company's effective tax rate 556
Deferred income tax assets $ 401 371
Deferred income tax liabilities 80
Valuation allowance of deferred tax assets $ 37,600
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3 Months EndedNET INCOME (LOSS) PER
SHARE - BASIC AND

DILUTED NET INCOME
(LOSS) (Detail) - USD ($)

$ / shares in Units, shares in
Thousands, $ in Thousands

Mar. 31, 2018Mar. 31, 2017

Numerator:
Net income (loss) $ 69,883 $ (12,865)
Denominator:
Shares used in calculating basic net income (loss) per share (in shares) 29,700 29,024
Stock options, ESPP, Restricted Stock and RSUs (in shares) 866 0
Shares used in computation of diluted net income (loss) per share (in shares) 30,566 29,024
Basic net loss per share (in dollars per share) $ 2.35 $ (0.44)
Diluted net loss per share (in dollars per share) $ 2.29 $ (0.44)
Options to purchase shares of common stock (in shares) 551
Average fair value price per share of common stock (in dollars per share) $ 10.14
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3 Months EndedNET INCOME (LOSS) PER
SHARE - OUTSTANDING

SECURITIES (Details) -
shares

Mar. 31,
2018

Mar. 31,
2017

Antidilutive Securities Excluded from Computation of Earnings Per Share [Line
Items]
Options to purchase shares of common stock (in shares) 551,000
Standard and market condition stock options outstanding
Antidilutive Securities Excluded from Computation of Earnings Per Share [Line
Items]
Options to purchase shares of common stock (in shares) 3,616,995
Restricted stock awards outstanding
Antidilutive Securities Excluded from Computation of Earnings Per Share [Line
Items]
Options to purchase shares of common stock (in shares) 77,540
RSUs outstanding
Antidilutive Securities Excluded from Computation of Earnings Per Share [Line
Items]
Options to purchase shares of common stock (in shares) 403,935
ESPP
Antidilutive Securities Excluded from Computation of Earnings Per Share [Line
Items]
Options to purchase shares of common stock (in shares) 11,889
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CONTINGENCIES (Details)
- Sep. 29, 2017
$ in Millions

USD ($) KRW (₩)

Samsung | Pending litigation | Tax withholdings on royalty payments
Loss Contingencies [Line Items]
Loss contingency, estimate of possible loss $ 6.3 ₩ 7,841,324,165
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