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immersion.

April 28, 200¢
TO THE STOCKHOLDERS OF IMMERSION CORPORATION
Dear Stockholder:

You are cordially invited to attend the Annual Megtof Stockholders (the “Annual Meeting”) of
Immersion Corporation, which will be held at thecimart Network Meeting Center, 5201 Great AmeriagkRay,
Santa Clara, California 95054, on Tuesday, Jur2®@9, at 9:30 a.m. California time.

This year we are pleased to take advantage of t8eSécurities and Exchange Commission rule thawval
companies to furnish proxy materials to stockhadg®imarily over the Internet. We believe that thésv method
should expedite the receipt of your proxy materimiaer the costs of our Annual Meeting and helpdaserve
natural resources. We encourage you to vote vignteenet and follow the links to the Proxy Statetrend Annual
Report, which are both available at http://ir.imsien.com/annual-proxy.cfm.

For those stockholders who have elected to re¢baie proxy materials in the mail, please review Broxy
Statement and Annual Report and vote via the Ieteby telephone or using your Proxy Card.

It is important that your shares be representedvatet] at the Annual Meeting. WHETHER OR NOT YOU
PLAN TO ATTEND THE ANNUAL MEETING, PLEASE COMPLETESIGN, DATE, AND PROMPTLY
RETURN YOUR PROXY TODAY. Returning the proxy doe®©N deprive you of your right to attend the Annual
Meeting. If you decide to attend the Annual Meetamgl wish to change your proxy vote, you may do so
automatically by voting in person at the meeting.

On behalf of the Board of Directors, | would likeedxpress our appreciation for your continued stifpo
and interest in the affairs of our company. We lémkvard to seeing you at the Annual Meeting.

Sincerely,

7@4 Kty

JACK SALTICH
Chairman of the Boar
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IMMERSION CORPORATION
801 Fox Lane
San Jose, California 95131

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held June 9, 2009

The Annual Meeting of Stockholders (the “Annual Meg”) of Immersion Corporation will be held at the
Techmart Network Meeting Center, 5201 Great Amefiagkway, Santa Clara, California 95054, on Tuesday
June 9, 2009, at 9:30 a.m. California time forftilowing purposes:

1. To elect three (3) Class | directors to holdoafffor a three-year term and until their respectiv
successors are elected and qualified,;

2. To ratify the appointment of Deloitte & TouchkR as the Company’s independent registered public
accounting firm for the fiscal year ending DecemBgr2009; and

3. To transact such other business as may propentg before the meeting or any adjournments or
postponements thereof.

Only stockholders of record at the close of busirmsApril 13, 2009 are entitled to notice of, aodote at
the Annual Meeting and at any adjournments or mrstments thereof. A list of such stockholders ballavailable
for inspection by any stockholder, for any purprsating to the meeting, at our headquarters lacat801 Fox
Lane, San Jose, California 95131 during ordinaisirmss hours for the ten-day period prior to thauval Meeting.
On April 28, 2009, we mailed a Notice of Internatallability of Proxy materials containing instrumtis on how to
access the 2009 proxy statement and annual rembrtate online. You may also request a paper poaxg to
submit your vote by mail, if you prefer. We encagg/ou to vote via the Internet. It is conveniamd aaves us
significant postage and processing costs and helpsnserve natural resources.

BY ORDER OF THE BOARD OF DIRECTORS,

7&/ Ko

JACK SALTICH
Chairman of the Board

San Jose, California
April 28, 2009

IMPORTANT

WHETHER OR NOT YOU PLAN TO ATTEND THE ANNUAL MEETIN G, PLEASE COMPLETE,
SIGN, DATE, AND PROMPTLY RETURN THE PROXY CARD TODA Y. YOU MAY REVOKE
YOUR PROXY AT ANY TIME PRIOR TO THE ANNUAL MEETING. IF YOU DECIDE TO
ATTEND THE ANNUAL MEETING AND WISH TO CHANGE YOUR P ROXY VOTE, YOU MAY
DO SO AUTOMATICALLY BY VOTING IN PERSON AT THE MEET ING.
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IMMERSION CORPORATION

801 Fox Lane
San Jose, California 95131

PROXY STATEMENT

FOR ANNUAL MEETING OF STOCKHOLDERS
To Be Held June 9, 2009

These proxy materials are furnished in connectidh the solicitation of proxies by the Board of 8itors
(the “Board”) of Immersion Corporation, a Delawamporation (“Immersion”, “we” or “us”), for the Arual
Meeting of Stockholders to be held at the TechmNattvork Meeting Center, 5201 Great America Parkway,
Santa Clara, California 95054, on Tuesday, Jur2®@9, at 9:30 a.m. California time, and at any adjment or
postponement of the Annual Meeting. These proxyenels were first sent or given to stockholdersooabout
April 28, 2009.

Under rules recently adopted by the U.S. SecurdiesExchange Commission (the “SEC”), we are now
furnishing proxy materials to our stockholders ba Internet, rather than mailing printed copiethose materials
each stockholder. If you received a Notice of InégrAvailability of Proxy Materials by mail, you lvhot receive a
printed copy of the proxy materials unless you esfjone. Instead, the Notice of Internet Availaépitif Proxy
Materials will instruct you as to how you may ascasd review the proxy materials on the Interrfgtol received
a Notice of Internet Availability of Proxy Matergaby mail and would like to receive a printed cappur proxy
materials, please follow the instructions includethe Notice of Internet Availability of Proxy Mexals.

PURPOSE OF MEETING

The specific proposals to be considered and agied at the Annual Meeting are summarized in the
accompanying Notice of Annual Meeting of Stockhadd&ach proposal is described in more detail im Rnoxy
Statement.

VOTING RIGHTS AND SOLICITATION OF PROXIES

On April 13, 2009, the record date for determimatid stockholders entitled to vote at the Annuakhiteg,
there were 27,957,359 shares of common stock oulistg. Each stockholder of record on April 13, 2@©@ntitled
to one vote for each share of common stock helsuigh stockholder on April 13, 2009. Shares of comistock
may not be voted cumulatively in the election o&diors. All votes will be tabulated by the insmeaif elections
appointed for the meeting, who will separately tateiaffirmative and negative votes, abstentiond, taroker non-
votes.

Quorum Required

Our bylaws provide that the holders of a majorityoer common stock, issued and outstanding andeuhti
to vote at the Annual Meeting, present in persorepresented by proxy, shall constitute a quorunttfe
transaction of business at the Annual Meeting. éttsdns and broker non-votes will be counted aseefor the
purpose of determining the presence of a quorum.

Votes Required

Generally, stockholder approval of a matter, othan the election of directors, requires the aféitive vote
of a majority of the shares cast (in person or tmxy) at the meeting. Directors are elected byusigbity of the vote
cast (in person or by proxy). Other than for trecgbn of directors, shares voted to abstain oratienwill be
treated as votes cast and will have the same effetiio” votes. Broker non-votes are not countedodss cast on a
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matter in determining the number of affirmativeastequired for approval of the matter, but arentedias present
for quorum purposes. The term “broker non-votedérs to shares held by a broker in street narheshnare preset
by proxy but are not voted on a matter pursuantties prohibiting brokers from voting on non-ro@imatters
without instructions from the beneficial owner bétshares. The election of directors and the eatifin of the
appointment of the independent registered pubkioacting firm are generally considered to be rautimtters on
which brokers may vote without instructions frormbficial owners.

Proxies

Whether or not you are able to attend the Annuadtivig, you are urged to complete and return théosad
proxy, which is solicited by the Board, and whici \we voted as you direct on your proxy when pmbpe
completed. In the event no directions are spegiadh proxies will be voted as follows: (i) FORPposal No. 1, tt
election of the Board nominees named in this P&tafement or otherwise nominated as describedsriPtioxy
Statement; (i) FOR Proposal No. 2, the ratificatod our independent registered public accountimg;fand (iii) in
the discretion of the proxy holders as to othertenatthat may properly come before the Annual MegetYou may
also revoke or change your proxy at any time betfoeeAnnual Meeting. To do this, send a writtencebf
revocation or another signed proxy with a lateedagfore the beginning of the Annual Meeting to@uweporate
Secretary, at our principal executive office, lechat 801 Fox Lane, San Jose, California 95131.nfay also
automatically revoke your proxy by attending thenfal Meeting and voting in person. All shares repreed by a
valid proxy received prior to the Annual Meetinglvaie voted.

Solicitation of Proxies

The cost of solicitation of proxies will be borng s, and in addition to soliciting stockholdersrbgil
through its regular employees, we may request hdmmk&ers, and other custodians, nominees, andifidas to
solicit their customers who have stock of regisierethe names of a nominee and, if so, will reinsleuisuch banks,
brokers, and other custodians, nominees, and fdesi for their reasonable out-of-pocket costsicBation by our
officers and employees may also be made of sone&tsitders in person or by telephone, letter, fadsior
electronically following the original solicitation.

PROPOSAL NO. 1
ELECTION OF DIRECTORS

Pursuant to our Amended Certificate of Incorporafithe “Certificate of Incorporation”), the Boarsl i
divided into three classes — Class I, Il, and ltedtors. Each director is elected for a three-yean of office, with
one class of directors being elected at each ammeating of stockholders. Each director holds effiatil his or her
successor is elected and qualified or until hieerearlier death, resignation, or removal. In atance with the
Certificate of Incorporation, Class | directors sode elected at the 2009 Annual Meeting, Claskréctors are to
be elected at the annual meeting in 2010, and @ladisectors are to be elected at the annual mgeh 2011.

At the 2009 Annual Meeting, three Class | directnes to be elected to the Board to serve untibtireual
meeting of stockholders to be held in 2012 and timtir successors have been elected and qualdredhtil their
earlier death, resignation, or removal.

Nominees

The Board’s nominees for election as Class | Dinecare Anne DeGheest, Jack Saltich and Victor &8eg
the current Class | members of the Board. Shapesented by all proxies received by the Boardrasido marked
as to withhold authority to vote for Ms. DeGhe@ét, Saltich and/or Mr. Viegas (by writing Ms. DeGis's,

Mr. Saltich’s and/or Mr. Viegas’ names where intiéthon the proxy) will be voted (unless Ms. DeGlees

Mr. Saltich and/or Mr. Viegas is unable or unwifjito serve) FOR the election of Ms. DeGheest, MHti&h

and/or Mr. Viegas. The Board knows of no reason My DeGheest, Mr. Saltich and/or Mr. Viegas woloid
unable or unwilling to serve, but if such shouldthe case, proxies may be voted for the electicamother nominee
(s) of the Board.
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The information below sets forth the current mershrthe Board, including the nominees for Class |

Directors:
Class of Director

Name Age Director Principal Occupation Since

Anne DeGhees 54 |  Founder and Principal, Medst: 2007

Jack Saltich 65 I Chairman and Chief Executive Officer, 200z
Vitex Systems, Inc

Victor Viegas 52 I President and Chief Executive Officer, 200z
7th Inning Ventures, LL(

Robert Van Naarde 62 Il General Partner, BVB Capital Gro 200z

Clent Richardson a7 Il President and Chief Executive Officer, 200¢
Immersion Corporatio

John Hodgman 54 1l Senior Vice President and Chief Financial 200z
Officer, InterMune, Inc

Emily Liggett 53 1l Chief Executive Officer, Nova Torque, 200¢
Inc.

Nominees to Serve as Directors for a Term Expiringt the 2012 Annual Meeting of Stockholders (Class |
Directors):

Anne DeGheest

Ms. DeGheest has served as a member of the Boarel Bebruary 2007. Since August 1986, Ms. DeGheest
has served as Founder and a Principal of MedStarswvestment and executive management firm speethin
starting and developing new life sciences companitsinnovative products and services. Since Jgn2a05,

Ms. DeGheest has also been active as a membefeoStience Angels, Inc., an angel investment gfoapsed
solely on biotechnology and medical device comparas well as serving as chair of the device sangesommittes
and on their Board of Directors since February 2608m November 1998 to September 2002, Ms. DeGhees
founded and served as President and Chief ExedDfiiger of MedPool.com, Inc., an e-commerce hadpit
procurement company. From September 1979 througtemiber 1998, Ms. DeGheest served in various salgs a
marketing roles at OmniCell Technologies, Nell@rd Raychem and was an Entrepreneur in Residence at
Institutional Venture Partners, a venture capitahfMs. DeGheest holds an M.S. in general engingaand
business from the University of Brussels, Belgiumd an M.B.A. from Harvard University.

Jack Saltich

Mr. Saltich has served as the Chairman of the Beauck February 2009, and as a member of the Board
since January 2002. Mr. Saltich also served as Led&bendent Director from October 2007 to Febrzg9.
Since February 2006, Mr. Saltich has served a€ttarman and Chief Executive Officer of Vitex Syst Inc., a
developer of transparent ultra-thin barrier filros fise in the manufacture of next-generation féatgb displays.
From July 1999 to August 2005, he served as theid&et and Chief Executive Officer of Three-Fivestgyns, Inc.,
a technology company specializing in the desigmetigment, and manufacturing of customer displaysdisplay
systems. Three-Five Systems, Inc. filed a volunpatjtion for bankruptcy under Chapter 11 of th&Bankruptcy
Code on September 8, 2005. From 1993 to 1999, MiicB served as a Vice President of Advanced Mizewices
where his last position was General Manager dtilopean Microelectronics Center in Dresden, Geyman
Mr. Saltich also serves on the Board of Directdrseadis Technology, Ramtron International CorpioratAtmel
Corporation and on the Manufacturing Advisory BoBmdCypress Semiconductor Corporation. Mr. Saltieteivec
both a B.S. and an M.S. in electrical engineeriognfthe University of lllinois.

Victor Viegas

Mr. Viegas has served as a member of the Boardretidrs since October 2002. Mr. Viegas was oue€Chi
Executive Officer from October 2002 through ApiilGB, and President from February 2002 through Q8.
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Mr. Viegas was also Chairman of the Board of Divextfrom October 2007 to February 2009. Mr. Viegia®
served as Chief Financial Officer until Februarp20having joined the Company in August 1999 asOhinancia
Officer, Vice President, Finance. From June 1998ugust 1999, he served as Vice President, Finande
Administration and Chief Financial Officer of Mawision Corporation, a developer and licensor okeiéind
software copy protection technologies. From Octdl®86 to June 1996, he served as Vice Presiddfihahce and
Chief Financial Officer of Balco Incorporated, améacturer of advanced automotive service equipmémtolds
B.S. in Accounting and an M.B.A. from Santa Clanaiuérsity. Mr. Viegas is also a Certified Publicd®dzntant in
the State of California.

Directors Serving for a Term Expiring at the 2010 Anual Meeting of Stockholders (Class Il Directors):
Robert Van Naarden

Mr. Van Naarden has served as a member of the Bsiacd October 2002. Since October 2007, Mr. Van
Naarden has been a General Partner of BVB Capitalfs; a private equity fund focusing on technolagg food
processing investments. From February 2006 to 8dme2007, Mr. Van Naarden served as Executive Vice
President of Verdasys, Inc., an enterprise softwanepany. From February 2004 to February 2006,\Wn
Naarden served as the President and Chief Exeddffieer of Empire Kosher Poultry, Inc., a chickamd turkey
processor in North America. From July 2003 to A@fID4, Mr. Van Naarden served as an independesutiant to
us assisting with certain marketing initiativedminersion Medical. From July 2000 to July 2003, Man Naarden
served as the President and Chief Executive Ofti€é&wuthentiDate, Inc., a software services busnésom Augus
1996 to July 2000, Mr. Van Naarden was the Vicesidlent, Sales, Marketing, and Professional Senaé&ensar,
Inc., a developer and supplier of iris identificatiproducts and services for the banking industiry.Van Naarden
received a B.S. in physics and a B.S. in electeoglineering from the University of Pittsburgh amM.S. in
electrical engineering/computer science from Nathern University.

Clent Richardson

Mr. Richardson joined Immersion in April 2008 ag$tdent, Chief Executive Officer and member of the
Board of Directors. From July 2007 through Marc®0/r. Richardson was Chief Marketing Officer oW®i, Inc.,
a provider of technology and services for digitaleo recorders. In April 2004, Mr. Richardson jairi¢ortel
Networks Inc., a telecommunications networks ardt&ms company, as Vice President of Global Marigi
Enterprise Networks and was promoted to Chief MigmgeOfficer in October 2004 and served in thatazty
through February 2006. From August 2003 to Noven2063, Mr. Richardson was a management consulbant f
America Online, Inc., an internet services and medimpany. From April 2001 to March 2003, Mr. Ricson wa:
Chief Sales and Marketing Officer and a membehefBoard of Directors of T-Mobile U.K., a wirelgsisone
company, and concurrently chairman of T-Mobile Retad. Mr. Richardson served as Vice Presidengridtvide
Developer Relations from December 1997 to Marchl2&xid also as Vice President, Worldwide Solutions
Marketing from February 2000 to March 2001 for Ap@omputer, Inc., a consumer electronics and softwa
manufacturer. Prior to December 1997, Mr. Richandserved as Vice President, Marketing and SaleBésign
Intelligence, Inc.; senior manager, EvangelismApple Computer, Inc.; Vice President and DirectbBales for
Foster Ousley Conley, Inc.; and held several satesmanagement positions within GTE Corporatiom(part of
Verizon) over a five year period including Group mager, Major Accounts in California for GTE Mobiktna
subsidiary of GTE Corporation. Mr. Richardson hadB.A. in Counseling Psychology from Antioch Unisigy.

Directors Serving for a Term Expiring at the 2011 Anual Meeting of Stockholders (Class Il Directors)
John Hodgman

Mr. Hodgman has served as a member of the Boace Sanuary 2002. Since August 2006, Mr. Hodgman
has served as Senior Vice President and Chief EialaDfficer of InterMune, Inc., a biotechnologyrapany
focused on pulmonology and hepatology therapiesmFugust 1999 to November 2008, Mr. Hodgman seasd
Chairman of the Board of Cygnus, Inc., a medicahpgany focused on the development, manufacturing), an
commercialization of new and improved glucose iy devices. He served as President and Chiefuiixe
Officer of Cygnus from August 1998 through Decemd@d5. He also served as President of Cygnus Dsigiso
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from May 1995 to August 1998 where he was resptméits the commercialization efforts for the Glucatth
biographer glucose monitor. Mr. Hodgman joined Gygim August 1994 as Vice President, Finance arefCh
Financial Officer. Additionally, from June 2005 ¢lugh October 2005, Mr. Hodgman served as PresadehCEO
of Aerogen, Inc., where he directed the merger Withtar Corporation. Mr. Hodgman also serves orBiberd of
Directors of AVI BioPharma, Inc., where he serveshairman of their audit committee. Mr. Hodgmaidb@ B.S.
from Brigham Young University and an M.B.A. frometluniversity of Utah.

Emily Liggett

Ms. Liggett has served as a member of the Boarkdtebruary 2006. Since March 2009, Ms. Liggett has
served as Chief Executive Officer of Nova Torque, | a cleantech company focused on the developofient
disruptive electric motor technology. From April®Dto May 2007, Ms. Liggett served as PresidentGimef
Executive Officer of Apexon, Inc., a provider ofpgly performance management software for manufacduFrom
November 2002 through August 2003, she was intBriesident and Chief Executive Officer of Capstongdine
Corporation. From June 1984 through April 2002, Mggett served at Raychem Corp., later Tyco Corp.

Ms. Liggett was Managing Director of Tyco Venturdsere she led venture and resource investmenter®ef
Tyco’s acquisition of Raychem in 1999, Ms. Liggett watker 15 years at Raychem in sales, marketing,atjoers,
and division management positions. She was PrasaehChief Executive Officer of Raychem’s subgiglid&lo
TouchSystems, a leading worldwide manufactureooeéhscreens, and Division Manager of Raychem’s
Telecommunications and Energy Division. Ms. Ligdeitds an M.B.A. and an M.S. in engineering frorariord
University and a B.S. in engineering from Purduéviersity.

Vote Required

If a quorum is present and voting, the three notrona for Class | directors receiving the greateshber o
votes will be elected as Class | directors. Abstaistand broker non-votes have no effect on the.vot

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOE
“FOR " THE CLASS | DIRECTOR NOMINEES LISTED HEREIN.

CORPORATE GOVERNANCE

Board of Directors
Independence of Directo

In accordance with the standards for independegici®rh in Nasdag Marketplace Rule 4200, our Board
has determined that, except for Mr. Viegas, adaumer President, Chief Executive Officer and Cimein of the
Board and Mr. Richardson, as our current PresidedtChief Executive Officer, each of the memberswfBoard
has no relationship that would interfere with tlereise of independent judgment in carrying outrésponsibilitie:
of a director and is otherwise “independent” inadance with the applicable listing standards effMfasdaq Stock
Market (“Nasdaq”) as currently in effect.

Executive Sessions; Leadership Transition, Chairofahe Board and Lead Direct

Non-management directors meet in executive sesgithiout management present each time the Board
holds its regularly scheduled meetings. In Oct@®7, Mr. Viegas was appointed Chairman of the Badr
Directors as part of a leadership transition wheidb. Viegas would later resign from his role ag$tdent and
Chief Executive Officer and Immersion would hiraew President and Chief Executive Officer. The Blaafr
Directors also determined in October 2007 thatsis\w the best interests of Immersion and its $toldlers to
designate Mr. Saltich to act as the lead dire@pekecutive sessions of non-management directbeslead
director was elected from among the non-managediesttors of the Board. On April 24, 2008, we anmeed that
effective April 28, 2008, Mr. Richardson had beppainted President and Chief Executive Officer, khrdViegas
had resigned from these positions effective th&g.dan February 25, 2009, Mr. Saltich was appoi@kdirman of
the Board of Directors, replacing Mr. Viegas inttbapacity.




Table of Contents

Committees; Meeting Attendance

The Board has a standing Audit Committee, Comp@rs&tommittee, and a Nominating/Corporate
Governance Committee. In 2008, the Board held miaetings, the Audit Committee held eight meetitigs,
Compensation Committee held six meetings, and tiraiNating/Corporate Governance Committee held four
meetings. In 2008, each of the directors attendéshat 75% of the meetings of the Board and amyroittees of th
Board on which he or she serves.

Director Attendance at Annual Meetin

We make every effort to schedule our annual meetfrajockholders at a time and date to accommodate
attendance by directors taking into account theatiars’ schedules. All directors are encourageattend the annual
meeting of stockholders. Three non-employee dirsctiended our 2008 annual meeting of stockhalders

Corporate Governance and Board Committees

The Board has adopted a Code of Business CondddEthics that outlines the principles of legal and
ethical business conduct. The code, which is applécto all of our directors, employees, and officés available
on Web site at www.immersion.com/corpgov. Any sahBte amendment or waiver of this code may be nosatie
by the Board upon a recommendation of the Audit @dttee and will be disclosed on our Web site.

The Board has also adopted a written charter foh edthe Audit, Compensation, and
Nominating/Corporate Governance Committees. Eaaltehis available on our Web site
www.immersion.com/corpgov.

Audit Committee

The Audit Committee retains our independent regést@ublic accounting firm, reviews the scope afifu
and pre-approves permissible non-audit servicesubyndependent registered public accounting fiemjiews the
accounting principles and auditing practices amt@dures to be used for our financial statemeetsgews the
results of those audits, annually reviews the acmhtmittee charter, and reviews related party tretiens. The
members of the Audit Committee are Messrs. HodgamhSaltich and Ms. Liggett. Mr. Hodgman is the i€b&
the Audit Committee. The Board has determined ¢hah member of the Audit Committee meets the intdpece
criteria set forth in the applicable rules of Nagdad the SEC for audit committee membership. titaah, the
Board has determined that all members of the ADdimittee possess the level of financial literaayuired by
applicable Nasdaqg and SEC rules and that in aconoedaith section 407 of the Sarbar@gley Act of 2002, at lea
one member of the Audit Committee, Mr. Hodgmarmualified as an “audit committee financial expeds’defined
in the rules of the SEC. Additional information aeding the Audit Committee is set forth in the Remd the Audit
Committee immediately following Proposal No. 2.

Compensation Committee

The Compensation Committee’s responsibilities idetoverseeing the our general compensation stajctu
policies and programs, and assessing whether oup@&asation structure establishes appropriate ivesnfor
management and employees and properly aligns exeagmpensation with stockholder interests andkebqul
business performance; making recommendations tBaled with respect to and administration of owiggbased
compensation plans, including our stock option gland employee stock purchase plan; reviewing ppobaing
compensation packages for our executive officendpwing and approving employment and retentioragrents
and severance arrangements for executive offigereiding change-in-control provisions, plans oremgnents; and
reviewing the compensation of directors for sengnghe Board of Directors and its committees @awmbmmending
changes in compensation to the Board of Directotiser than the delegation to the Chief Executiviéc®r of the
authority to grant awards under certain equity plaarsuant to guidelines set by the Board, the Gmsgtion
Committee has not delegated any of its duties uitsleharter. Regarding most compensation matieckiding
executive and director compensation, managementda® recommendations to the Compensation Commiftes
Compensation Committee engaged Compensia, Inexegutive compensation consulting firm, throughzQ@8, tc
provide it with advice relating to executive comgpation matters.
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The members of the Compensation Committee are BleSaltich, Hodgman and Van Naarden. Mr. Saltich
is the Chair of the Compensation Committee. Therbas determined that each member of the Compensat
Committee meets the independence criteria set fiottne applicable Nasdagq rules. A report of thenpensation
Committee is set forth below.

Nominating/Corporate Governance Committee

The Nominating/Corporate Governance Committee iflest evaluates and recommends candidates for
Board positions to the Board and recommends t@dsed policies on Board and committee compositioth a
criteria for Board membership. The Nominating/Caogte Governance Committee also recommends to thedBo
and reviews on a periodic basis, our successian plaluding policies and principles for selectimmd succession
the Chief Executive Officer in the event of an egegrcy or the resignation or retirement of our Chieécutive
Officer. In addition, the Nominating/Corporate Gavaence Committee periodically reviews policies &meal
compliance of senior executives with respect ta¢hgolicies. The Nominating/Corporate Governance@ittee
also reviews our compliance with corporate govecedisting requirements of Nasdaq and assists tiaedin
developing criteria for the annual evaluation & @hief Executive Officer, director and committesfprmance.
The members of the Nominating/Corporate Govern&uaramittee are Ms. DeGheest and Ms. Liggett. Msgéty
is the Chair of the Nominating/Corporate Governa@oenmittee. Each member of the Nominating/Corporate
Governance Committee is independent for purposéiseflaq rules.

The Nominating/Corporate Governance Committee eefuall directors whose terms will expire at the
next annual meeting of stockholders and are willingontinue in service in order to determine wketo
recommend to the Board such directors for elediahe annual meeting. The Nominating/CorporategBmance
Committee considers the following factors in anglsavaluation:

« the appropriate size of the Board and its comnstt
« the perceived needs of the Board for particuldissbhackground, and business experiel

* the relevant skills, background, reputation, ansifess experience of nominees compared to the skill
background, reputation, and business experieneadyrpossessed by other members of the B

* nominee’ independence from manageme

« applicable regulatory and listing requirementsluding independence requirements and legal
considerations, such as antitrust complia

« the benefits of a constructive working relationshipong directors; ar

« the desire to balance the considerable benefibwfimuity with the periodic injection of the freglerspectiv
provided by new member

The Nominating/Corporate Governance Committee’s ga@ assemble a Board that brings to the company
a variety of perspectives and skills derived fraghiguality business and professional experiendedirs should
possess the highest personal and professionatgettiiegrity, and values, and be committed to regaméng the best
interests of our stockholders. They must also fewvimquisitive and objective perspective and majutgment.
Director candidates must have sufficient time ald@ in the judgment of the Nominating/Corporates€&nance
Committee to perform all Board and committee resjlities. Board members are expected to prepareaftend,
and participate in all Board and applicable commgittneetings.

Other than the foregoing, there are no stated minirariteria for director nominees, although the
Nominating/Corporate Governance Committee may edssider such other factors as it may deem, fram to
time, are in the best interests Immersion anddskfolders. The Nominating/Corporate Governance@itee
believes that to comply with The Nasdaq Stock Miaakel SEC rules, at least one member of the Boastsithe
criteria for an “audit committee financial experafid at least a majority of the members of the Boaeet the
definition of “independent” director. The Nominagit€orporate Governance Committee also believgspitcgpriate
for one or more key members of the managementrtcipate as members of the Board.
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The Nominating/Corporate Governance Committee aaifisider the criteria and policies set forth abiove
determining if the Board requires additional caatis for director. The Nominating/Corporate Govaoea
Committee will consider candidates for directorsgmsed by directors or management, may poll dire@od
management for suggestions, or conduct reseaidemntify possible candidates, and may engageeif th
Nominating/Corporate Governance Committee beliévissappropriate, a third party search firm toisisi
identifying qualified candidates. All such candiegtvill be evaluated against the criteria and pamsto the policie
and procedures set forth above. All director nom@éncluding incumbents, must submit a compledeoh fof
directors’ and officers’ questionnaire as parthtaf hominating process. The evaluation process tsayireclude
interviews and additional background and referaameks for non-incumbent nominees at the discretfdhe
Nominating/Corporate Governance Commit!

The Nominating/Corporate Governance Committee alélb evaluate any recommendation for director
nominee proposed by a stockholder, provided thett sescommendation is sent in writing to the Corpoecretary
at 801 Fox Lane, San Jose, California 95131 at [E days prior to the anniversary of the datexpsiatements
were mailed to stockholders in connection withghier years annual meeting of stockholders. The recommem
must also contain the following information:

« the candidafl's name, age, contact information, and presentipahoccupation or employment; a

 adescription of the candidate’s qualificationsliskbackground, and business experience during, a
minimum, the last five years, including his/hemgipal occupation and employment and the name and
principal business of any corporation or other oigation in which the candidate was employed ovesgtia:
a director.

The Nominating/Corporate Governance Committee evillluate any candidates recommended by
stockholders against the same criteria and purgoahe same policies and procedures applicaliieet@valuation
of all other proposed candidates, including incumigeand will select the nominees that in the
Nominating/Corporate Governance Commi's judgment best suit the needs of the Board dttitme. However, if
the Nominating/Corporate Governance Committee deters that a recommendation does not satisfy theeab
described requirements, the Committee will not @erssuch recommendation.

As an alternative for stockholders to suggest trewominees to the Nominating/Corporate Governance
Committee, a stockholder may nominate directorsémsideration at an annual or special meetinguauntsto the
methods proscribed our bylaws, as summarized beoy stockholder entitled to vote in the electidrdoectors
generally may nominate one or more persons fotieteas directors at a meeting only if timely netif such
stockholder’s intent to make such nomination or mations has been given in writing to our Corpois¢eretary.
To be timely, notice of a stockholder's nominatfona director to be elected at an annual meetiad be received
at our principal executive offices not less thaf @lays in advance of the date that the proxy senémas released
to stockholders in connection with the previousrigeannual meeting of stockholders, except thabiinnual
meeting was held in the previous year or the datheoannual meeting has been changed by more3thaiays fron
the date contemplated at the time of the previ@as'g proxy statement, to be timely, such noticete received
not later than the close of business on the teagtfalowing the day on which the date of the arirmeeting was
announced; provided, however, that in the eventthieanumber of directors to be elected at an drmeating is
increased, and there is no public announcemensimaming the nominees for the additional direcipssht least
130 days prior to the first anniversary of the dhtg our proxy statement was released to stocki®lith connection
with the previous year’s annual meeting, a stoatéc$ notice shall be considered timely, but onithwespect to
nominees for the additional directorships, if iablbe delivered to the Corporate Secretary atouncipal executive
offices not later than the close of business orlLfith day following the day on which such publimaancement is
first made by us.

In the event of a nomination for director to becéde at a special meeting, notice by the stockhs|de be
timely, shall be delivered to the Corporate Secyatat earlier than the 90th day prior to such sgdeneeting and
not later than the close of business on the |dt#reo70th day prior to such special meeting orltbih day following
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the day on which public announcement is first maidihe date of the special meeting and of the nessrproposed
by the Board to be elected at such meeting.

Each such notice shall set forth: (a) the nameaalilless of the stockholder who intends to make the
nomination, of the beneficial owner, if any, on wkedehalf the nomination is being made and of #regn or
persons to be nominated; (b) a representatiortiieagtockholder is a holder of record of stockrofrlersion entitled
to vote for the election of directors on the ddteuxh notice and intends to appear in person qroyy at the
meeting to nominate the person or persons spedifidte notice; (c) a description of all arrangeisesr
understandings between the stockholder and eacinaerand any other person or persons (naming serstomp or
persons) pursuant to which the nomination or notitna are to be made by the stockholder; (d) sticlro
information regarding each nominee proposed by stmtkholder as would be required to be includea moxy
statement filed pursuant to the proxy rules of SE€ had the nominee been nominated or intendee tmiminated
by the Board; and (e) the consent of each nomimsertve as a director of Immersion if so elected.

If the Chair of the meeting for the election ofeditors determines that a nomination of any caneliftat
election as a director at such meeting was not rimadecordance with the applicable provisions afloyglaws, such
nomination shall be void.

Communications by Stockholders with Directors

Stockholders may communicate with any and all dinescby transmitting correspondence by mail, fadsi
or e-mail, addressed as follows: Board or individiieector, c/o Corporate Secretary, 801 Fox L&uan Jose,
California 95131; Fax: (408) 350-8761; E-mail Adskecorporate.secretary@immersion.com. The Corporat
Secretary will maintain a log of such communicasi@md transmit as soon as practicable such comatioris to
the identified director addressee(s), unless theresafety or security concerns that mitigate agdinther
transmission of the communication, as determinethbyCorporate Secretary. The Board or individui@adors so
addressed will be advised of any communication lvétth for safety or security reasons as soon agigaite. The
Corporate Secretary will relay all communicationslirectors absent safety or security issues.

EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

Our compensation programs are designed to aligrpeosation with our annual and long-term business
objectives and performance, enabling us to attratjn, and reward executive officers and othgrdmployees
who contribute to our long-term success and matiexecutive officers to enhance lotegm stockholder value. W
also strive to design programs to position Immersiompetitively among the companies against whiehreeruit
and compete for talent. We recognize that compamsptograms must be understandable to be effeatidethat
program administration and decision making mudilireand equitable. We also consider the finanoidigations
created by our compensation programs and design tinde cost effective. To meet these objectives principal
components of executive compensation in 2008 ctatsief base salary, short-term cash incentive asyamd long-
term equity incentive awards.

The Compensation Committee reviews and recommenietBoard for approval all compensation
programs (including equity compensation) applicableur executive officers and directors, our oitestaategy for
employee compensation, and the specific compemsatiour CEO and other executive officers. The cdttem has
the sole authority to select, retain, and termisatecial counsel and other experts (including corsgion
consultants), as the committee deems appropriateigtussed in more detail below, in July 2008 cttramittee
engaged a compensation consultant that reportedtlyito the committee to work with the committexl a
management on certain projects related to our ¢xegioard and equity compensation matters.

Compensation Actions for 2008 and 2009

We underwent significant management changes in 208&he beginning of 2009. Mr. Viegas resigned as
our CEO and President effective April 28, 2008 ad replaced by Mr. Richardson. On July 14, 2008, \ldgel
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resigned from his position as Senior Vice Presideat General Manager of our Medical line of businédr. Vogel
was replaced by Daniel Chavez, who served as ¢enirim Senior Vice President and General Managewuof
Medical line of business from August 1, 2008 to &maber 1, 2008, at which time Mr. Chavez becameSemior
Vice President and General Manager of our Medinal df business. On September 7, 2008, we hired G.
Craig Vachon as Vice President and General Manaigdobility and on January 9, 2009, we consolidated
Touch Interface Product, Gaming and Mobility buseanits into one business unit referred to ag theh line of
business. In connection with the consolidation appointed Mr. Vachon as Senior Vice President aade@al
Manager of our Touch line of business, effectiveudaty 12, 2009.

The Compensation Committee'ecommendations regarding executive compensiatid®08 and 2009 toc
into account these management changes as well @@darmance, the current global economic recesaia the
widespread concern over executive pay. As furtescdbed below, at the beginning of 2008, our etteeu
compensation as a whole ranged from th& 26 50 percentile relative to a peer group of medicalicewand
technology companies of similar size and revenuigh Wie significant changeover in management, the
Compensation Committee recognized the need toitébaunecessary talent for us to execute on oot strateg;
and made decisions to provide competitive packémashieve this goal, while at the same time fauyisi
significant part of these packages on long-terrerntives to align the management team with theéstsrof its
stockholders. As the macro-economic climate dedlewed began to affect our financial results, tharpat the
recommendation of the committee, took action ilye2009, freezing executive salaries at 2008 ratesinstead
chose to incentivize the executive team with loagrtincentives, which is discussed further belowtler, in
March 2009, Mr. Richardson, recognizing the neegttiuce costs in the extraordinarily tough busimgssronmen
voluntarily reduced his base salary by 12% andceduall other executive’s base salary by 5%.

Role of Executive Officers and Consultants in Conmgation Decisions

While the Compensation Committee determines ouradeompensation philosophy and sets the
compensation of our CEO and other executive of§icétooks to the CEO to make recommendationiéo t
committee with respect to both overall guidelined apecific compensation decisions. Our CEO alswiges the
Board and the Compensation Committee with his getse on the performance of our executive offiaspart of
the determination of the individual portion payabteler the Executive Incentive Plans (as desciigdalv) and the
annual personnel review as well as a self-assessrhais own performance. The committee establishes
compensation levels for our CEO, and our CEO ispnesent during any of these discussions. Our CEO
recommends to the committee specific compensatimyuats for executive officers other than himseti] the
committee considers those recommendations andhiafiton provided by its compensation consultant eamiag
peer group comparisons and industry trends and srthkeultimate compensation decisions. Our CEOg Vic
President of Human Resources, and Vice Presiddrggdl regularly attend the Compensation Commistee’
meetings to provide perspectives on the competigimdscape and the needs of the business, infemiagarding
Immersion’s performance, and technical advice. Memslof the committee also participate in the Baaadinual
review of the CEO’s performance and its settingmiual performance goals, in each case led byeadtr |
independent director or independent chairman obtard. See “Executive Sessions; Leadership Tiansit
Chairman of the Board and Lead Director” abovefdiother details.

Prior to 2007, the Compensation Committee hadetained compensation consultants to review it
and procedures with respect to executive compemsdiut rather conducted annual benchmark revidwseo
aggregate level of executive compensation, asasaihe mix of elements used to compensate the exealfficers.
In 2007, the Compensation Committee retained Meydr& Associates to evaluate compensation practiglasive
to peer companies and to assist the committeesidélielopment and implementation of improved steom
incentive plans. In July 2008, the Compensation @dtae retained Compensia to develop compensatiating
principles, to conduct a total direct compensat®rniew for our executive officers relative to markerms, to asse
the pay and performance relationship of our exeeutbmpensation program on an absolute basis $ati/esto
peers and to identify gaps, improvements, opparamand to offer recommendations to ensure theppagram is
aligned with competitive practices, our businesatsgy and both the individual and company perforcealn
addition, Compensia evaluated our equity use agpaoed to current competitive levels and developprtbposed
long-term incentive strategy. These compensatiaisuitants reported directly to the
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committee, and the committee had the sole powtrininate or replace these consultants at any #e@art of its
engagement, the Compensation Committee directecbiin@ensation consultants to work with our Vicesitent of
Human Resources and other members of managemebitaio information necessary for it to form its
recommendations and evaluate managersgatommendations. The consultants also met wétltdmmittee durin
certain of the committee’s meetings and in exeeuession, where no members of management weenpresd
with the committee chair and other members of thrarnittee outside of the meetings. Compensia’s fiaes
consulting advice to the committee for the yeareendecember 31, 2008 were approximately $81,716.

Competitive Considerations

In making its annual compensation decisions in &ty 2008 with respect to the executive officeet th
were then in place, the Compensation Committeerbegth the peer review provided by Meyercord & Asistes it
2007 and updated the compensation of the execuisiag a merit budget allocated to such individuaise
companies comprising the peer group that Meyer&ofdsociates used to conduct its analysis in 200%isted of
the following publicly-traded high technology conmpes:

8x8, Inc. Hi/fn Inc. Rita Medical System

Catalyst Semiconductor, In Lasercard Corporatic SCM Microsystems Inc

Durect Corporatiol Micro Linear SupportSoft, Inc

Echelon Corporatio Monolithic Systems Technology In Synplicity Inc.

Electroglas Inc. NetManage Inc Virage Logic Corporatiol
Embarcadero Technologi PLX Technology Volterra Semiconductor Corporatit
Endware Corporatio QuickLogic Corporatior

In October 2008, Compensia presented its execotiwgpensation review to the Board, which included an
analysis of our compensation components relativaadket peers. In performing this analysis, Comjzeegaluated
our executive compensation relative to companiesiroflar size and revenue to Immersion in bothtdehnology
and medical device sectors. The companies comgrikis group were:

Technology Peers

Activeldentity Corporatiot CEVA, Inc. DivX, Inc.
DTS, Inc. MIPS Technologies, Inc OpenTV Corporatiol
QuickLogic Corporatior SRS Lab:s

Medical Device Peers

Abiomed, Inc. Accuray, Inc. ATS Medical, Inc.

Biolase Technology, Inc Bovie Medical Corporatio Conceptus, Inc

Hansen Medical, Inc iCAD, Inc. IRIDEX Corporation

LeMaitre Vascular, Inc OraSure Technologies, In Somanetics Corporatic

STAAR Surgical Compan Thermage, Inc VNUS Medical Technologies, In

Going forward, the Compensation Committee beligliasas a result of our two different lines of Inesis,
it is appropriate to evaluate our executive compos elements relative to both the technology medical device
peer groups, giving a 50% weighting to each grdinese peer groups, as well as their respectivehtings, will be
reviewed annually by the Committee to ensure #icomparators are reasonable from a businessznd s
perspective.

Elements of Compensation/Executive Compensation d®ices

For 2008, the principal components of executive pensation consisted of base salary, short-term cash
incentive awards, and stock options. Our execuiffieers are also eligible to participate in ounltke and benefits
plans, retirement savings plans, flexible spendiogpunts and our employee stock purchase planhveine
generally available to all of our employees. Initidd, we have included a discussion of the peitpgsavailable to
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our Chief Executive Officer. Although the CompemsatCommittee has not established a fixed poliaytiie
allocation between cash and equity compensatiahant-term and long-term compensation, the commias part
of its evaluation of the compensation of our exeeusdfficers, reviews not only the individual elentg of
compensation, but also total compensation. In ggénesmpensation of executive officers is weightadards equit
incentives, as the committee wants the senior fshgeteam to have and maintain a long-term petsgeon the
company’s affairs.

Base Salary

Base salary is the fixed portion of executive pag s set to reward individuals’ current contrilous to the
company and compensate them for their expectedaddgy performance. In February 2007, we incredisedase
salaries of our executives based on the Meyercofggociates peer group study such that the salafiesr
executives fell within the median level base sakaof the executives of the peer group identified/leyercord &
Associates. In February 2008, relying on the datanfthe previous year, the Compensation Committee
recommended to the Board merit increases to theugixe officers, other than the CEO, based on an
agreed-upon budget and allocated based on indivurBormance. At this time, Mr. Viegas had alreadfprmed
the Board and the committee of his intention tagresis CEO as soon as his successor was appoimdegsasuch,
the Board and Mr. Viegas agreed that his salaryldva@main at the 2007 level. A comparison of 206d@ 2008
base salaries for our named executive officers flkkows:

Name 2007 Base Salar 2008 Base Salar
Victor Viegas $ 300,00 $ 300,00(
Stephen Amble $ 214.24( $ 220,66
Richard Voge $ 231,52 $ 240,78t

In April 2008, Mr. Richardson was appointed asribes CEO, replacing Mr. Viegas. In setting his base
salary at $315,000, the Compensation Committee tieRadford Executive Survey to negotiate hisrgaks well
as input offered by the recruiting firm who asgistes in hiring and negotiating employment termghef CEO.
Radford is a leading international survey compémaged in San Jose, California. Radford’s suitdalfa surveys
includes nearly 3.5 million incumbents and offeusrent data to 2,000+ clients

Starting in October 2008, our pay positioning siggtwas to target annual base salary ranges of the
executive group as a whole at the median levelivelo our peer group of technology and medicaiake
companies of similar size and revenue as identlfie€ompensia. In February 2009, the Compensatamriittee
reviewed each executive officer’s salary for 20@8hough our executive salaries as a whole generaliged from
25th to 50th percentile relative to our peer grofifechnology and medical device companies of sinsize and
revenue, in light of the financial uncertaintiesisad by the global macro-economic recession artitanésis, the
committee decided to freeze 2009 salaries for @kexofficers, including our CEO, at 2008 levelsirther, in
March 2009, the CEO voluntarily reduced his basargdy 12% and reduced all other executive oftsalaries
by 5% in an effort to manage expenses in the uaicegconomic environment.

Shortterm Cash Incentive Awards

Executive Incentive PlansThe Executive Incentive Plans are cash incemiegrams designed to align
executive compensation with annual performancetarthable Immersion to attract, retain, and revirdd/iduals
who contribute to Immersion’s success and motittaen to enhance the value of Immersion. The Congtims
Committee believes that incentive payouts shoultighgly linked to Immersion’s performance, wittdimidual
compensation differentiated based on individuafgrerance. As a result, funding and payouts undeikecutive
Incentive Plans are dependent and based on Immé&rgerformance and individual performance.

The committee, with input from the CEO for all entee officers other than the CEO, establishes
(1) performance measures based on business catatitarget levels of performance and (2) a forrfada
calculating a participant’s award based on actediopmance compared to the pre-established perfucengoals.
Performance measures may be based on a wide vafibtysiness metrics.
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The following table outlines the performance measdor the 2008 Executive Incentive Plans for each
Named Executive Officer and the commi’s rationale for selecting those performance messsur

Named
Executive Officer

Clent Richardson/
Victor Viegas/
Stephen Ambler

Richard Vogel

Performance Measure

* 40% determined by a matrix of

varying levels of GAAP adjusted
revenue and GAAP adjusted
operating profit (loss) achieved
2008, with minimum amounts
below which no payments would
occur and maximum amounts at
which the Named Executive
Officer would earn 200% of this
portion of the Executive Incenti
Plan

of corporate initiatives, including
certain corporate transactions,
implementation of a company-
wide ERP system, international
operations and press relea

of certain management objecti\

* 15% determined by a matrix of

varying levels of GAAP adjusted
revenue and GAAP adjusted
operating profit (loss) achieved
2008, with minimum amounts
below which no payments would
occur and maximum amounts at
which the Named Executive
Officer would earn 200% of this
portion of the Executive Incenti
Plan

of corporate initiatives, including
certain corporate transactions,
implementation of a company-
wide ERP system, international
operations and press relea

13

Rationale

* The committee believes these

financial measures are the best
measures of short- and
intermediate-term results for the
company given that they are
publicly announced, widely
followed, and can be influenced
by management in the short to
intermediate term.

* 40% determined by achievement ¢ The committee believes that the

achievement of these corporate
initiatives contributes to long-
term stockholder value.

» 20% determined by achievement ¢ The committee believes the use of

individualized management
objectives focuses individuals on
achieving certain strategic
objectives of the company furth
increasing long-term stockholder
value

* The committee believes these

financial measures are the best
measures of short- and
intermediate-term results for the
company given that they are
publicly announced, widely
followed, and can be influenced
by management in the short to
intermediate term.

» 15% determined by achievement e« The committee believes that the

achievement of these corporate
initiatives contributes to long-
term stockholder value.
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Named
Executive Officer Performance Measure Rationale

* 52.5% determined by a matrix of ¢ The committee believes these

Richard Vogel (cont.)

varying levels of GAAP adjusted
revenue for the Medical line of
business and GAAP adjusted
operating profit (loss) achieved
for the Medical line of business
2008, with minimum amounts
below which no payments would
occur and maximum amounts at

financial measures are the best
measures of short- and
intermediate-term results for the
company given that they are
publicly announced, widely
followed, and can be influenced
by management in the short to
intermediate term.

which the Named Executive
Officer would earn 200% of this
portion of the Executive Incenti

Plan
» 17.5% determined by achievem « The committee believes the use of
of certain management objecti\ individualized management

objectives focuses individuals on
achieving certain strategic
objectives of the company furth
increasing long-term stockholder
value

The GAAP adjusted revenue and GAAP adjusted opeyatiofit (loss) matrix for Immersion for 2008 was

as follows:

Revenue/Operating Profit (Loss) Target $38.600V $40.750M $42.900V $45.900M $48.900V
$(12.900)M 10(% 11C% 12(% 150(% 200%
$(14.000)M 90% 100% 11(% 12(% 15C%
$(16.100)M 50% 80% 10(% 11C% 12C%
$(16.900)M 0% 50% 80% 90% 90%
$(17.700)M 0% 0% 50% 80% 80%

For purposes of the Executive Incentive Plans, GA#dRisted revenue means revenue recognized by
Immersion for the applicable period in accordandb WAAP and as reported in our audited financiatements
and operating profit (loss) is operating profitséd less corporate support costs, litigation expeasd intangible
amortization, excluding non cash stock compensatigrenses. The amount by which a Named ExecutifieeDfs
paid any amounts under the Executive Incentive Rlaetermined based on our actual performanceuneas
against the targets set forth above as well aa¢hevements of the corporate initiatives and mament objectives
weighted as described above. In addition, the BoaRirectors determines a performance weightinge@pplied
to the Executive’s initial incentive payment cakltivn, which weighting is based on the Executiv@serall annual
performance as determined by the Board. The weiglitictor typically ranges between 0.80 and 1.2t¢ckvfactor
is then multiplied by the executive’s initial paymealculation to determine the executive’s incanfpayment.

In 2008, the maximum incentive amount that coulghbiel was 168% of target. In 2008, total annuajetr
incentive amount was 100% of base salary for MchRidson and Mr. Viegas, 60% for Mr. Vogel and 50%
Mr. Ambler. Because Immersion did not achieve thimmum GAAP adjusted revenue and GAAP adjusted
operating profit (loss) for 2008, none of the exeauofficers received a payment for that portidrihee Executive
Incentive Plan. Mr. Richardson received $120,96@eunthis Executive Incentive Plan, which represeiit&sh
achievement of the corporate initiatives, 90% sfrhianagement objectives and a 1.2 discretionartiptiet,
prorated for the period that Mr. Richardson ser@eEO. Although Mr. Richardson achieved 90% obhigctive:
for 2008, the committee recognized that the enwivemt during which Mr. Richardson’s objectives wiirst
determined drastically changed throughout 2008yantsto which Mr. Richardson handled numerous
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unanticipated challenges, including a completauesiring of the lines of businesses, the rebugdifithe executiv
team and revenue growth quarter in 2008 over 2@3pitk the declining macro-economic climate. Assult, the
committee concluded that a 1.2 discretionary miidtipvas justified. Mr. Viegas received $48,000 entis
Executive Incentive Plan, which represented 75%eaeiment of the corporate initiatives, 90% of hisnagement
objectives and a 1.0 discretionary multiplier, pted for the period that Mr. Viegas served as CHO Ambler
received $55,167 under his Executive Incentive Rhdrich represented 75% achievement of the corporat
initiatives, 100% of his management objectives arid0 discretionary multiplier. Since Mr. Vogeliggged in July
2008, he did not receive any payment under his kexIncentive Plan.

Following the total direct compensation review coctéd by Compensia in October 2008, the committee
determined that financial performance metrics vatittappropriate metrics for use in Executive Intbee Plans to
appropriately align executive compensation withuaiperformance. For 2009, the committee has détedrthat
the financial performance metrics were the onlyrappate metric for the CEO’s Executive IncentiarPand thus,
100% of Mr. Richardson’s Executive Incentive Plan2009 is based on financial metrics, althoughctiramittee
has established a list of management objectivesifoRichardson as well. The committee has detegzththat it
will continue to use management objectives foptier executives other than the CEO, which objestiwill
include certain corporate initiatives for spec#iecutives with control over the achievement ohstmrporate
initiatives. In addition, the committee has alstedmined that it is more appropriate for the disoreary multiplier
to be applied only to the management objectiveipof the Executive Incentive Plans, rather tHendverall
Executive Incentive Plan.

Special Retention BonusMr. Richardson received a special $40,000 ratertionus in connection with his
hiring. The Compensation Committee believed thaigis necessary to enter into this special bonpsaide
Mr. Richardson with a total compensation packagé would be attractive to him and cause him to joimersion.
In the event Mr. Richardson should voluntarily tarate his employment with Immersion prior to hisorear
anniversary, he would be required to repay the bamua pro rata basis.

Equity Incentive Awards

Consistent with our past practice, in February 28@8ranted our executive officers annual equitcgimive
awards in the form of stock options to align thegentives with the long-term interests of our &taulders, reward
them for potential long-term contributions, andypde a total compensation opportunity commensungte our
performance. In setting annual equity award guigalifor stock options in February 2008, the conaaittonsidere
the individual’s current position, the individuslpersonal performance in recent periods, compaasaward level
in prior years, and his or her potential for futoesponsibility and promotion over the option tefithe committee
also took into account the number of unvested aptleeld by the executive officer in order to mam&n
appropriate level of equity incentive for that widual. The relevant weight given to each of thies¢ors varied
from individual to individual, but the number ofwasted options held by an executive officer waigaificant
factor in determining that amount of option graweeds for 2008. The Compensation Committee alsiznead
compensation information from the independentlylishlied compensation survey data. Among the exeesitivho
received grants in February 2008, the Compens&ammittee approved stock option awards for exeeutificers
of approximately 14,000 shares. The grant datbebptions approved on February 27, 2008 was Mzay2008, th
second business day after the release of our yehe&rnings release. The exercise price for suahtgmwas the
closing price per share on the Nasdaq Global Markéhe grant date. Contingent upon the officeo'stimued
employment, one-quarter of the options vest aftefte months following the grant date and the bedavest over
the following three years.

In July 2008, Compensia performed its total diesatcutive compensation review and although theevafu
the grants placed Immersion in the 50th percentifapared to the technology and medical device gerips, it
was determined that unvested executive option hgtdwere providing minimal retention value becanseost
cases the value of the unvested option holdings feemd to be lower than the executive’s base walarounts.
Additionally, many of the outstanding stock optidral exercise prices significantly below the currearket price
of our common stock. In addition, our option buaterover the last three years was found to be abave the
75th percentile compared to the peer groups.
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As a result, for 2009, the committee decided tgabaward values at the 75th percentile relativiestpeer
groups and utilize restricted stock units in additio stock options to increase the retention vidu¢he executive
officers as well to reduce the burn rate. As altesu2009, our executive officers, with the extiep of our CEO,
received a mix of stock option grants and restrict®ck units. The committee chose to further itivere
Mr. Richardson with a large option grant in 200%hwan extended vesting period of five years wittstrad the
shares vesting in the later years. After consuliwity Compensia, the committee determined thatgelaquity grar
in 2009 with significant back-loaded vesting irulief smaller grants over the next few years wagptbeer
incentive to keep Mr. Richardson focused on longitbusiness objectives and further concentrates moior
Mr. Richardson’s overall compensation toward loag¥t equity incentives.

Severance and Change in Control Payments

We have, from time to time, entered into offerdettor employment agreements that contain certmefits
payable, in certain situations, upon terminatiogtmange in control. All such benefits extendedupexecutive
officers are approved by the Compensation Committ@eder to be competitive in our hiring and rediem of
executive officers, in comparison with companiethwihich we compete for talent. All such agreemevith the
Named Executive Officers are describe‘Potential Payments upon Termination or Change on@ol” elsewher:
in this proxy statement.

We have entered into retention and change in cbagr@ements with our executive officers with ttoalgof
retaining such executive officers during the permgesf a proposed change of control transaction,iamdder to
align the interests of the executive officers vathr stockholders in the event of a change in chritvie believe that
a proposed or actual change in control transactonadversely impact the morale of officers andterencertainty
regarding their continued employment. Without teedfits under the Change in Control Agreements;ugke
officers may be tempted to leave our employmermrpa the closing of the change in control, esghciathey do
not wish to remain with the entity after the tract&an closes, and any such departures could je@atide
consummation of the transaction or our interestisdftransaction does not close and we remain ammt. The
Compensation Committee believes that these bertleéitefore serve to enhance stockholder valuearirimsactior
and align the executive officers’ interests witbgh of the Compang’stockholders in change in control transact
A description of the terms and conditions of suttae in Control Agreements is set forttiRotential Payments
upon Termination or Change in Contro#lsewhere in this proxy statement.

Other Benefits

We provide certain executive officers with perqgigisiand other personal benefits that the Compemnsati
Committee believes are reasonable and consistémiowr overall compensation programs and philosophgse
benefits are provided in order to enable us taettand retain these executives. The committeedieslly reviews
the levels of these benefits provided to our exeeudfficers. These benefits include participatiorour health and
benefits plans, retirement savings plans, flexilending accounts and our employee stock purchasevghich are
generally available to all of our employees. Initidd, we also reimburse our CEO for his commutixgenses. As
set forth in the Summary Compensation Table beio®008 the value of all perquisites provided te @EO was
$33,267 and the value of all perquisites providedlk other officers was of a nominal amount.

Equity Compensation Grant Practices

We do not have any program, plan, or practice kecsequity compensation (including stock optiorgrg
dates in coordination with the release of materéal-public information, nor do we time the releaseformation
for the purpose of affecting value. For all stoghions, employees have ten years from the dateeofitant to
exercise vested options, assuming they remain grogee of or service provider to Immersion or itbsidiaries
and subject to any requirements of local law.

New Hire Grants. New hire grants of equity compensation are mad#igible employees in connection
with the commencement of employment. New hire gréseicome effective on and are priced as of thé tauginess
day of the month following the month of hire. Theggants generally become fully vested after folargewith
1/4th of the grant vesting on the first anniversafrthe date of commencement of employment andtii/dB
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the grant vesting monthly thereafter. Grants tdviddials of 50,000 shares or less, not to exceealggmegate of
150,000 shares in any fiscal quarter, are madé®dZEO pursuant to the delegation of power by the@=nsation
Committee. Such grants must be granted on the trrgimess day of each month for individuals whoewer
employees as of the last day of the previous md¥thather grants are made by the committee.

Annual Grants. In the past, annual stock option grants have beended at the regularly scheduled Board
meeting held in February and are effective andepriat the closing market price on the second bssiday after th
release of our year-end operating results reldélseselected this date to allow Immersion to cléséimnancial
statements for the prior year, announce resultthiprior year, and finalize the performance ggiof employees
prior to the determination of the awards. Annuatktoption grants awarded to executives are prcetigranted to
executives on the same date and at the same patthey are priced and granted to the rest oEmployees
receiving annual grants and typically have the sBaeyear vesting schedule.

Going forward, as a result of the equity compewsatéview performed by Compensia in July 2008, we
moved to a model pursuant to which only 60% ofahmployee population will receive annual grants tirese
grants will be in the form of restricted stock gniThese grants will also be awarded at the relguidaheduled Boal
meeting held in February and will be made on tlwese business day after the release of our yeaeamings
release. Unlike the stock option grants, thesetgnaiil typically vest as to 1/8 of shares on an annual basis
assuming continued service and subject to any reqeints of local law.

Impact of Accounting and Tax Requirements on Compesation

We are limited by Section 162(m) of the Internal/&sue Code of 1986 to a deduction for federal inrcom
tax purposes of up to $1,000,000 of compensatia@htpsour Named Executive Officers in a taxableryea
Compensation above $1,000,000 may be deducted ifideting certain technical requirements, it caclassified
as “performance-based compensation.” The stockeptind restricted stock unit awards granted uogie2007
Equity Incentive Plan are intended to be treatedeuurrent federal tax law as performance-basatpeasation
exempt from limitation on deductibility. Althoughé Compensation Committee uses the requirements of
Section 162(m) as a guideline, deductibility is thet sole factor it considers in assessing thecgpiate levels and
types of executive compensation and it will electarego deductibility when the committee belieitds be in the
best interests of the company and its stockholders.

In addition to considering the tax consequencesctmmittee considers the accounting consequerfices o
including the impact of the Financial Accountingusdard Board’s Statement of Financial Accountiran8ards 123
(R), its decisions in determining the forms of diint awards and generally attempts to keep the\aflawards
equivalent regardless of type.

Conclusion

In evaluating the individual components of ovecalinpensation for each of our executive officers, th
Compensation Committee reviews not only the indigicelements of compensation, but also total corsgtem.
Through the compensation programs described albosignificant portion of the compensation awardedur
executive officers is contingent upon individuatldmmersions performance. The committee remains committe
this philosophy of pay-for-performance and will tione to review executive compensation progranenture that
the interests of our stockholders are served.
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COMPENSATION COMMITTEE REPORT

We, the Compensation Committee of the Board of dines of Immersion, have reviewed and discussed the
Compensation Discussion and Analysis containeti;Rroxy Statement with management. Based on rawviéw
and discussion, we have recommended to the Bodbiteétors that the Compensation Discussion andysigmbe
included in this Proxy Statement.

COMPENSATION COMMITTEE
Jack Saltich, Chair

John Hodgman

Robert Van Naarden

2008 Summary Compensation Table

The following table sets forth information concewpithe compensation earned during the years ended
December 31, 2008 2007 and 2006 by our currentf@xiecutive Officer, former Chief Executive OfficeZhief
Financial Officer and our other most highly compsrd executive officer (collectively, the “Nameddeutive

Officers”).
2008 SUMMARY COMPENSATION TABLE
Non-Equity
Option Incentive Plan All Other
Fiscal Awards(4) Compensation(5 Compensatior
Name & Principal Position Year _Salary ($) Bonus ($) $) %) $) Total ($)
Clent Richardsol 200¢ $205,96: $40,00( $615,52( $ 120,96((6) $ 33,26%(7) $1,015,70!
President and Chit 2007 — — — — —
Executive Officer(1 200¢ — — — — — —
Victor Viegas 200¢ 125,04 — 116,19( 48,00( 209,58(8) 498,82:
Former President, Chii 2007 298,75( — 185,53 135,00( — 619,28
Executive Officer and 200€ 268,26¢ — 221,60: — — 385,59
Chairman of the Board(:
Stephen Amble 200¢ 219,92° — 110,31! 55,161 — 382,40¢
Chief Financial Office 2007 214,46: — 139,17: 25,71 — 379,35(
200¢ 207,23: — — 178,36 — 385,59:
Richard Voge 200¢ 160,99¢ — 100,32¢ — 127,85Y9) 389,18
Senior Vice Presidet 2007 230,34t —  191,05¢ 20,00( — 441,40:
and General Manager of 200€¢ 210,00( — 260,37 123,77 — 594,15:.

Immersion Medical(3

(1) Mr. Richardson joined us as President and Chietktkee Officer on April 28, 2008. On February 2608, in
light of the financial uncertainties caused by gh@bal macro-economic recession and credit crilses Board
decided to freeze 2009 salaries for executive efficincluding that of our CEO, at 2008 levels eEfive
March 20, 2009, in further response to the magoromic climate, Mr. Richardson took a 12% payatut eac
of the executive officers, other than the CEO, tad®b pay cul

(2) Mr. Viegas resigned as President and Chief Exeeuifficer on April 28, 2008 and as Chairman of Board oi
February 25, 2009. Mr. Viegas remains a memben@ftompan’s Board of Directors

(3) Mr. Vogel resigned on July 14, 20(

(4) Valuation based on the dollar value compensatiah ognized for financial statement reportingopses
pursuant to SFAS No. 123R, disregarding for thigopses the estimate of forfeitures related to serbiased
vesting conditions. For a discussion of assumptisesl to calculate the SFAS No. 123R compensatist) ¢
refer to Note 10 (Stock-Based Compensation) toconsolidated financial statements included in oonéal
Report orForm 1(-K for the year ended December 31, 2C
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(5) Consists of compensation payable under Executieeritive Plans
(6) $75,000 of this bonus was prepaid in April 20

(7) Includes $28,895 in commuting expenses and othegflie including matching contributions to
Mr. Richardson’s 401(k) savings account, legal eses in connection with the review of Mr. Richamiso
employment package, certain travel-related expeinsesnnection with Mr. Richardson’s employment and
contribution to Mr. Richardsc s flexible spending accour

(8) Mr. Viegas received this amount as severance patsadhat certain Resignation Agreement and Génera
Release of Claims dated April 24, 2008, between\N&ggas and us, which amount includes continueadresys
of health insurance premiums for a period of eigbnths.

(9) Mr. Vogel received this amount in severance purst@that certain Retention and Ownership ChangenEv
dated June 14, 2007 between Mr. Vogel and us, wamebunt includes continued payments of health arse
premiums for a period of five months. In additidfr, Vogel forfeited options to purchase 285,64 7rebaf our

common stock following his resignatic

2008 Grants of Plan-Based Awards

The following table sets forth information concexgieach grant of an award made to a Named Executive

Officer during the year ended December 31, 2008:

Estimated Future Payouts Under Equity Incentive Pla Awards

Number of Exercise or

Estimated Future Payouts Undetr Securities Base Price of Grant Date Fair
Non-Equity Incentive Plan Awards(3) Underlying Option Value of Stock
Approval  Threshold Target Maximum Options Awards Option Awards

Name Grant Date Date ($) ($) $) #) ($/sh) $)
Clent Richardson(: 5/14/200¢ 4/30/200¢ — $210,00( $352,80( 675,00((4) 9.81 $ 3,850,33
Victor Viegas(2) 3/3/200¢ 2/27/200¢ — 300,00( 504,00( 10,00((5) 8.61 48,33¢
Stephen Amble 3/3/200¢ 2/27/200¢ — 110,33 185,36 14,00((6) 8.61 67,67¢
Richard Voge 3/3/200¢ 2/27/200¢ — 144,47 290,38t 14,00((6) 8.61 67,67¢

(1) Mr. Richardson was entitled to receive a prorateaiis under his 2008 Executive Incentive Plan. See
“Compensation Discussion and Analy’

(2) Pursuant to that certain Resignation AgreementGenkral Release of Claims dated April 24, 2008 betw
Mr. Viegas and us, Mr. Viegas is entitled to reeedvprorated bonus under his 2008 Executive Inoefitian.
See“Compensation Discussion and Analy’

(3) These awards were made pursuant to the 2008 Exedntientive Plans

(4) This option was granted pursuant to the 2008 Emméoyt Inducement Award Plan with an exercise praxe p
share equal to the closing price per share of ami@on Stock on the Nasdaq Global Market on May2008,
which was the tenth business days following theafrttie month during which Mr. Richardson was hir€de
option vests at a rate of 25% of the underlyingefd2 months after the date of the grant, and33%8monthly
thereafter over the next 36 months, and has a mariterm of ten years, subject to earlier termimatiothe
event of optione&’ cessation of service. This option accelerates apthange of control. Fair value is calcule
using the Blac-Schole-Merton optioi-pricing model value and was $5.70 per share ont giate.

(5) This option was granted pursuant to our 2007 Eduaitentive Plan with an exercise price per shataktp the
closing price per share of our Common Stock orNthedaq Global Market on March 3, 2008. The optiests
at a rate of 100% of the underlying shares 12 nwatter the date of the grant, and has a maximum ¢é ten
years measured from the option grant date, sutgjezdrlier termination in the event of optio’s cessation of
service. Fair value is calculated using the Blackefes-Merton option-pricing model value and was834er
share on grant dat

(6) These options were granted pursuant to our 200tyEliecentive Plan with an exercise price per stereal to
the closing price per share of our Common StoctherNasdaq Global Market on March 3, 2008. Theooisti
vest at a rate of 25% of the underlying shares @8ths after the date of the grant, and 2.0833% hiyp
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thereafter over the next 36 months, and has a mawiterm of ten years measured from the option giatd,
subject to earlier termination in the event of opée’s cessation of service. Fair value is caledlasing the
Black-Schole-Merton optior-pricing model value and was $4.83 per share ont giate.

Outstanding Equity Awards at 2008 Fiscal Year End

The following table sets forth information concenpithe value of exercisable and unexercisable ogtio
held as of December 31, 2008 by the Named Exec@tifieers:

OUTSTANDING OPTION AWARDS AT DECEMBER 31, 2008

Number of Securities Underlyinc

Unexercised Options Vesting Option
Exercisable Unexercisable Option Exercise Commencemen Expiration
Name (#) #) Price ($/sh) Date(1) Date
Clent Richardso! 675,00 $ 9.81 5/14/0¢ 5/14/201!
Victor Viegas 564,90( — 8.9¢ 8/2/9¢ 8/2/200¢
18,60( — 10.5(C 2/7/01 2/7/201:
15,00¢( — 6.2% 5/1/01 5/1/201:
100,00( — 6.0< 6/18/01 6/18/201.:
50,00( — 2.3t 2/15/0z 2/15/201.
125,00( — 1.2¢ 2/5/0z 2/5/201:
200,00( — 7.0C 2/4/0¢ 2/4/201«
62,50( 37,50( 6.11 6/5/0€ 6/5/201¢
— 10,00¢( 8.61 3/3/0&2)  3/3/201¢
Stephen Amble 127,70¢ 7,29z 6.7¢ 2/28/0¢ 2/28/201!
10,62¢ 4,37t 6.9¢5 2/27/0¢ 2/27/2011
5,35( 6,32: 9.04 3/5/01 3/05/201
— 14,00( 8.61 3/3/0¢ 3/03/201!
Richard Voge 200,00( — 9.24 3/1/0¢ 3/1/201«

(1) Except as otherwise indicated, options vest a$% &f the shares on the one year anniversary ofdébeng
commencement date and the remaining vest at a igoate of one fort-eighth.

(2) Option vests as to 100% of the shares on the aaeaymiversary of the vesting commencement

Option Exercises In 2008 Fiscal Year

There were no stock option exercises by our Namextiive Officers during the year ended December 31
2008.
Potential Payments upon Termination or Change in Cuotrol

We have entered into the following agreements wibh of our Named Executive Officers that proviate f
severance benefits, and for additional benefitoimection with a change in control of Immersion:

Mr. Clent Richardson

Effective April 20, 2009, we entered into an Ameti@ad Restated Retention and Ownership Change Event
Agreement with Mr. Richardson which provides foe frayment of severance and health insurance presnipon
the occurrence of certain events. The agreemenida®that if Mr. Richardson is terminated withtGause,” as
defined in the agreement or resigns for “Good Redss defined in the agreement, he would be eqdtith receive,
as severance, base salary for a period of 18 méwitbe/ing the date of termination, payable
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within 10 business days of termination and sulfigcompliance with Section 409A of the Internal Brewe Code.
In addition, Mr. Richardson shall be entitled tottoued payment of health insurance premiums fombd@&ths.

In the event that Mr. Richardson is terminated withCause or resigns for Good Reason, within three
months of, or within 1 year following, an “OwnerpiChange Event,” as defined in the agreement, li¢thadson
will be entitled to receive a lump sum severancgent equal to 24 months base salary, payablemitBibusiness
days of termination and subject to compliance \B#éction 409A of the Internal Revenue Code. In &aluit
Mr. Richardson shall be entitled to continued payttd health insurance premiums for 24 months. Richardson
will also be entitled to immediate vesting of dilhis then unvested stock and stock options arid menth post-
termination exercise period with respect to stogkams then held by him

Payment of the foregoing benefits will be condigdrupon Mr. Richardson’s execution of a generalast
of claims.

“Cause’is defined as any of the following: (1) the thelishonesty, misconduct, breach of fiduciary duty
falsification of any company documents or recof@$the material failure to abide by our code afidact or other
policies (including, without limitation, policieglating to confidentiality and reasonable workplaoaduct); (3) the
unauthorized use, misappropriation, destructiodiwgrsion of any tangible or intangible asset apooate
opportunity (including, without limitation, the imgper use or disclosure of our confidential or pieary
information); (4) any intentional act that has aenial detrimental effect on our reputation or lnesis; (5) the
repeated failure or inability to perform any reasole assigned duties after written notice of, aneaonable
opportunity to cure, such failure or inability; @) conviction (including any plea of guilty orlaa@ontendere) for
any criminal act that impairs the executive offisebility to perform his duties.

“Good Reason” is defined as any of the followint): ¢ material decrease in base salary, other than a
material decrease that applies generally to otkecwdives at the executive officer’s level, (2) aterial, adverse
change in the executive officer’s title, authoritysponsibilities, or duties; (3) the relocatiortlué executive
officer's work place to a location that is morerih&0 miles distant from employespresent work location; or (4) t
failure of any successor to confirm in writing &ssumption of our obligations under this Agreement.

“Ownership Change Event” is defined as any of tiwing: (1) the direct or indirect sale or excharin a
single or series of related transactions by thek$tolders of more than 50% of our voting stock;g2herger or
consolidation in which we are not the controllireyty; (3) the sale, exchange, or transfer of aiudystantially all o
our assets; or (4) our liquidation or dissolution.

Mr. Victor Viegas

On April 24, 2008, in connection with our leadepstransition, we entered into a resignation agredraed
general release of claims with Mr. Viegas. Undés #yreement, which was unanimously approved byBoard of
Directors (with Mr. Viegas abstaining), Mr. Viega#ll make himself available to assist Immersioné&swnChief
Executive Officer in any manner requested by Imioarsr the new Chief Executive Officer through M2g, 2008,
including, the orderly transition of the dutiesoafr Chief Executive Officer, the transfer of infation relevant to
Immersion’s business and/or customers, and atteedancompany or customer meetings. In exchang&jillvpay
Mr. Viegas’ current salary and group health coverpgemiums through May 30, 2009. We will also allow
Mr. Viegas to continue using his company laptop potar, email address and telephone number so khg a
remains a member of our Board of Directors. Mr.gég will also remain entitled to receive the stopkon
acceleration benefits upon a Change in Contradlefised below, and continued vesting of his unwsteck
options, so long as he remains a member of ourdBafaDirectors, and shall have six months fromdh& he ceas
to serve as member of our Board of Directors ta@se any stock options that remain unexerciseaf aach date.
Mr. Viegas will also be entitled to receive a ptedhbonus under his 2008 Executive Incentive Plan.

The term “Change of Control” is defined as anyhaf following: (1) any “person” becomes the “benigfic
owner”, directly or indirectly, of securities regenting fifty percent (50%) or more of the totatimg power
represented by our then outstanding voting seesri{2) a change in the composition of the Boamlioing within
a three-year period, as a result of which fewen ghanajority of the directors are “Incumbent
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Directors”, as defined in the agreement; (3) thesconmation of a merger or consolidation of us \aitly other
corporation, other than a merger or consolidatitictvwould result in our voting securities outstizigd
immediately prior thereto continuing to represdrieast sixty percent (60%) of the total voting owepresented
by our voting securities of or such surviving enfibr parent) outstanding immediately after suchgaeor
consolidation; or (4) the consummation of the sal@se or other disposition of all or substantiallyof our assets.

Mr. Stephen Ambler

On April 22, 2009, we entered into an Amended aadt&ed Retention and Ownership Change Event
Agreement with Mr. Ambler which provides for theyp@ent of severance and health insurance premiuims the
occurrence of certain events. The agreement previts if Mr. Ambler is terminated without “Causée would be
entitled to receive, as severance, base salagy period of 12 months following the date of terntiow, payable
within 10 business days of termination and sulfigcompliance with Section 409A of the Internal Brewe Code.
In addition, Mr. Ambler shall be entitled to contad payment of health insurance premiums for 12thson

In the event that Mr. Ambler is terminated with@guse or resigns for “Good Reason” within three tmsn
of, or within 1 year following, an “Ownership Changvent” Mr. Ambler will be entitled to receive ahp sum
severance payment equal to 12 months base satagble within 10 business days of termination argjext to
compliance with Section 409A of the Internal Reve@ode. In addition, Mr. Ambler shall be entitledccbntinued
payment of health insurance premiums for 12 months.

Payment of the foregoing benefits will be condigdrupon his execution of a general release of slaim

Mr. Richard Vogel

Upon mutual agreement, on July 14, 2008, Mr. Vagsigned and we agreed to pay him certain benefits
pursuant to that certain Amended and Restated Ratesnd Ownership Change Event Agreement datedistutpb,
2007 between Mr. Vogel and us. Pursuant to suokeagent, Mr. Vogel received $120,393 in severande an
continued payment of his health insurance premiiomBve months. Mr. Vogel executed a general redeaf claim
in connection with his termination.

The table below shows the potential value for eashent Named Executive Officer under various
termination of employment related scenarios, assgrtfiat the triggering event for such value trangéeurred on
December 31, 2008.

Event Clent Richardson Stephen Ambler
Termination without cause(; $ — $ 235,41
Termination without cause or resignation for goeason(2 496,47( —
Termination without cause or resignation for goeason occurs due to

change in control (3 661,96( 235,41

(1) Includes potential severance payout for Mr. Ambled potential COBRA payout for Mr. Ambl
(2) Includes potential severance payout for Mr. Rickardand potential COBRA payout for Mr. Richards

(3) Includes a) potential severance payout for Megdichardson and Ambler, and b) potential COBRA payou
Messrs. Richardson and Ambl
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Director Compensation

The following table sets forth information concergpithe compensation earned during 2008 by eaclmpers
who served as a director during the year endedrbleee31, 2008:

Fees Earned or

Paid in Cash(2) Option Total
Name(1’ $) Awards(3)(4) ($) ($)
Anne DeGhees $ 27,00( $ 96,06¢ $ 123,06¢
John Hodgmai 38,00( 68,69 106,69:
Emily Liggett 31,00( 97,96¢ 128,96t
Jack Saltict 45,00( 68,69: 113,69:
Robert Van Naarde 28,00( 68,69: 96,69:

(1) In 2008, Mr. Richardson and Mr. Viegas were ouy@rthployee directors and they did not receive any
additional compensation for their services as membeour Board of Director:

(2) Consists of meeting fees for service as membettseoBoard of Directors. Fees earned by directorg va
depending on the number of Board meetings attehygelde director, the number of committees on whineh
director served, the number of committee meetitigghded by the director, and whether the directas ®hair
of the Board or certain committees. {Cash Compensaticbelow for more informatior

(3) Represents the 2008 compensation cost of stocarapgranted in 2008 and prior years measured iordance
with SFAS No. 123R, disregarding for this purpogesestimate of forfeitures related to service-dasesting
conditions. For a discussion of assumptions usedltulate the SFAS No. 123R compensation cosy tef
Note 10 (Stoc-Based Compensation) to our consolidated finarst&iements included in our Annual Report on
Form 1(-K for the year ended December 31, 2008. Stock Optionbelow for more informatior

(4) For each non-employee member of our Board of Darscbelow is the aggregate grant date fair vafieaoh
option award granted in 2008 computed in accordanteSFAS No. 123R and the aggregate number abopt
awards outstanding on December 31, 2008. Assungptised in the calculation of the grant date faiueare
included in Note 10 (StocBased Compensation) to our consolidated finantiéments included in our Anni
Report orForm 1(-K for the year ended December 31, 2C

Option Awards

Option Awards Aggregate Grant Outstanding at

Granted in 2008 Date Fair Value December 31, 2008
Name @) () (#)
Anne DeGhees 10,00( $ 48,33¢ 50,00(
John Hodgmai 10,00¢( 48,33¢ 70,00(
Emily Liggett 10,00( 48,33¢ 45,00°
Jack Saltict 10,00( 48,33¢ 80,00(
Robert Van Naarde 10,00( 48,33¢ 70,00(

Cash Compensation

In 2008, non-employee directors each receivedrretdees of $25,000 per year, typically paid inrtgrdy
installments on the date of each quarterly Boardting and payable only in the event they attendeti 8oard
meeting. In addition, the Chairman of the Board #redlead director each received an additionalmetdee of
$10,000 per year, paid in the same manner as thieee fee described above. The Chair of the AGdinmittee
received a $10,000 annual committee fee, the @fdire Compensation Committee received a $7,000&nn
committee fee, and the Chair of the Nominating/@oae Governance Committee received a $3,000 annual
committee fee. Non-employee directors who are mesniethe Audit and Compensation Committees reckeive
$3,000 annual committee fees and non-employeetdieof the Nominating/Corporate Governance Conamitt
received $2,000 annual committee fees. These acpoahittee fees are typically paid quarterly ondhée of the
quarterly Board meetings. Directors are entitleceimbursement of reasonable travel expenses tioey in
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connection with attending Board and committee mgstiln March 2009, in light of the financial untaénties
caused by the global macro-economic recession i@t crisis, the retainer fee for each non-empéogieector was
reduced by 12%.

Stock Options

Non-employee directors are granted an option tohmage 40,000 shares of common stock under our 2007
Equity Incentive Plan on the date the directorgdime Board. This initial option, like those re@s\by all other
individuals joining Immersion, is granted with difeetive date of the tenth business day of the iméoitowing the
month the director joins the Board. In 2008, norpkyee directors also received annual option grempairchase
10,000 shares of common stock. Subject to contiseedce, 25% of the options granted to non-emm@ajieactors
in 2008 vest on the first anniversary of their grdate, with the remaining portion vesting in 3&agmonthly
installments. Effective, August 1, 2007, the Boandended the terms of the annual option grant teemoployee
directors such that any annual grant after that déit fully vest after one year of continued seevi Options granted
to non-employee directors on or after February2®D6 will accelerate in full and become completadgted upon a
change of control. For options granted prior torkaby 28, 2007, the exercise price per share edo@lslosing
price per share on the Nasdaqg Global Market (gri#slecessor) on the grant date. For any opticarsten on or
after February 28, 2007 that are being granted puiour release of results of operations, thectiife date of such
option grants is the second business day afteeaunings release and the exercise price per shaedsethe closing
price per share on the Nasdaq Global Market orffeetive date of the option grants; the exerciseeper share
for all other options equals the closing price gieare on the Nasdaq Global Market on the tentmbasiday of the
month following the month in which the option wasigted. Each option has or will have a maximum tefiten
years, subject to earlier termination should thigoope cease to serve as a member of the Boardedtbrs.
Commencing in 2009, as a result of the executivepamsation study conducted by Compensia, the nqriesee
directors will receive 4,500 shares of restrictextlks and options to purchase 8,500 shares annually.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

None of the individuals serving on the Compensaommittee was at any time during 2008, or at any
other time, an officer or employee of Immersion. &ecutive officer of Immersion serves as a merobéne Boar(
of Directors or compensation committee of any gritiat has one or more executive officers serving emnember of
our Board or the Compensation Committee.

RELATED PERSON TRANSACTIONS

In accordance with our Audit Committee charter, Audit Committee is responsible for reviewing and
approving the terms and conditions of any relatedypransactions. Review of any related partydaation would
include reviewing each such transaction for po&mnflicts of interests and other improprietiégcept as
described elsewhere in this Proxy Statement, imctush “Executive Compensation” above, or in “Other
Transactions” below, since January 1, 2008, thasertot been, nor is there currently proposed, i@mgaction or
series of similar transactions, to which Immersiaor was a party, in which the amount involvedesas $120,000
and in which any of its directors, executive offieor holders of more than 5% of our capital stoadl or will have
a direct or indirect material interest.

Other Transactions
Agreements with Dan Chavez

In connection with the appointment of Mr. Daniela¥bz as Senior Vice President of the Medical lihe o
business, we entered into an offer of employmettt iir. Chavez dated November 25, 2008. Pursuatfietdetter,
Mr. Chavez is employed as Senior Vice President@aderal Manager of the Medical Line of Business salary
of $245,000 per annum, and received a sign on biontre amount of $25,000, which bonus must be bensed to
us on a pro rata basis in the event Mr. Chavezniatily terminates his employment prior to Decembg2009.

Mr. Chavez also patrticipates in the 2009 execuiweus plan with a target annual bonus amount o7 ID0.
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Mr. Chavez is also eligible for one year of reldmatassistance, including tax grossed-up paymentafing costs,
fees related to closing costs, up to 60 days opteary housing, travel expenses for two house hgritips and a
$15,000 discretionary move bonus for incidentateds the event that Mr. Chavez terminates hisleympent
within the first year of his actual move date, [@havez will be required to repay all or part ofsheelocation
payments. Mr. Chavez was also granted an optipuitchase 175,000 shares of our common stock pursuanr
2008 Employment Inducement Award Plan. This optiests over four years at the rate of 25% on theyeae
anniversary of the commencement of employment tia@igafter in equal monthly installments at the it
1/48th per month over the remaining 36 months.

We also entered into a retention and ownershipgdhawent agreement (the “Retention Agreement”) with
Mr. Chavez. The Retention Agreement provides ferghyment of severance and health insurance presnipon
the occurrence of certain events. In the eventtiisaémployment is terminated without cause, Mra¥&z will be
entitled to receive a lump sum severance paymargaleq 6 months base salary and payments of hisitihance
premiums for the earlier of 6 months or the datevbich Mr. Chavez first becomes eligible to obtaiher group
health insurance coverage. In the event that Mav€h's employment is terminated without causes eeiminated
by him with good reason, in either case, in coripaavith an ownership change event of Immersioanth
Mr. Chavez will also be entitled to receive a lusym severance payment equal to 12 months basg aalar
payments of health insurance premiums for theeyaofi 12 months or the date on which Mr. Chaves fiecomes
eligible to obtain other group health insuranceerage. Payment of the foregoing benefits will beditoned upon
Mr. Chavez's execution of a general release ofrdai

Prior to Mr. Chavez becoming Senior Vice Presidgent General Manager of the Medical Line of Busipness
he served as interim Senior Vice President and GeManager of the Medical line of business. Agiimh Senior
Vice President and General Manager, Mr. Chaveavede&25,000 per month in consulting fees as well a
reimbursement of travel and lodging expenses dbu§8,000 per month. Mr. Chavez also received @ictsd stock
unit grant of 8,000 shares, 4,000 of which vestedanuary 31, 2009, provided Mr. Chavez was siil/jgling
services to Immersion or its subsidiaries at simk ind the other 4,000 of which vested upon thdité line of
business achieving certain financial metrics. Beeate Medical line of business did not achievdittencial
metrics as set forth in the grant, Mr. Chavez nemtionly 4,000 shares upon the settlement of thteicted stock
unit grant on January 31, 2009.

Agreement with Craig Vachon

We entered into an offer of employment with Mr. Ylan dated September 7, 2008, pursuant to which he
was initially employed as Vice President and Gelndianager of Mobility at salary of $230,000 andgnson bonu:
in the amount of $25,000, which bonus must be ransdxd to us on a pro rata basis in the event Mchva
voluntarily terminates his employment prior to Sapber 29, 2009. Mr. Vachon participated in the 28@8cutive
bonus plan with a target annual bonus amount 08 R0®, of which $25,000 is guaranteed and whichwuarnbas
been paid; this bonus must be reimbursed on agtadoasis to us in the event Mr. Vachon voluntadhyninates his
employment prior to September 29, 2009. Mr. Vacisagligible for housing assistance for the firstsionths of hi
employment. During the first three month periodwas entitled to reimbursement of actual and reasslenexpens:
incurred for lodging and meal expenses, and fosdwnd three month period, we are paying $2,00tnpath to
off-set living expenses. On October 14, 2008, Mackbn received an option to purchase 150,000 sbams
common stock pursuant to the 2008 Employment Ingheced Award Plan. This option will vest over fourays at
the rate of 25% on the one year anniversary ottimeemencement of employment, and thereafter in egoathly
installments at the rate of 1/48th per month olierremaining 36 months.

In connection with Mr. Vachon’s appointment to Senfice President and General Manager of the Touch
Line of Business, he received an option to purcls®@00 shares of our common stock pursuant t@@0& Equity
Incentive Plan. This option will vest over four ygeat the rate of 25% on January 9, 2010, and dfieran equal
monthly installments at the rate of 1/48th per rhamter the remaining 36 months.

We have also entered into a retention and ownerdtapge event agreement with Mr. Vachon with
substantially the same terms as Mr. Chavez’'s ReteAtgreement.

25




Table of Contents

Indemnification

In addition to indemnification provisions in ourlaws, we have entered into agreements to indenauify
directors and executive officers. These agreenmotgde for indemnification of our directors andeextive officer
for some types of expenses, including attorneyes fgudgments, fines, and settlement amounts iedly persons
in any action or proceeding, including any actigrob in the right of Immersion, arising out of theervices as our
director or executive officer. We believe that #a@sovisions and agreements are necessary totatrdcetain
qualified persons as directors and executive affice

PROPOSAL NO. 2

RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTER ED PUBLIC
ACCOUNTING FIRM

We are asking the stockholders to ratify the A@iimmittee’s engagement of Deloitte & Touche LLP as
the Company'’s independent registered public acdogifitm for the fiscal year ending December 31020and in
the event the stockholders fail to ratify the appmient, the Audit Committee will reconsider its aggment. Even
the engagement is ratified, the Audit Committedtdrdiscretion, may direct the engagement of gedéht
independent registered public accounting firm gttime during the year if the Audit Committee fetiat such a
change would be in the best interest of the Comjpadlyits stockholders. Representatives of Del&itlouche LLP
are expected to be present at the Annual Meetiilghawe the opportunity to make a statement ifytdesire to do
so, and will be available to respond to appropriptestions.

Deloitte & Touche LLP has been the independenstergd public accounting firm that audits our ficiah
statements since 1997. In accordance with starghiigy, Deloitte & Touche LLP periodically changihe
personnel who work on the audit. We have no cumrensulting agreements with Deloitte & Touche LLP.

The following table sets forth the aggregate faklsdoto the Company for the fiscal years ended
December 31, 2008 and 2007 by the Company’s prheipcounting firm, Deloitte & Touche LLP, the mesnb
firms of Deloitte Touche Tohmatsu, and their resipecffiliates:

2008 2007
Audit Fees(1 $ 898,99¢ $1,489,00
Audit Related Fees(: 91,05« —
Tax Fees(3)
Tax Compliance/Preparati 17,82: 105,00(
Other Tax Service 18,00(
Total Tax Fee: $ 17,82: $ 123,00(
All Other Fees(4 — —
Total Fees $1,007,86! $1,612,00

(1) Audit fees consist of fees billed, or expectededbled, for professional services rendered ferdhdits of the
Company’s consolidated financial statements anetteetiveness of the Company’s internal contrasro
financial reporting, along with reviews of intertondensed consolidated financial statements indlirde
quarterly reports, services that are normally pfesliby Deloitte & Touche LLP in connection withtstary anc
regulatory filings or engagements, and attestat@mices

(2) Audit-related fees consist of fees billed for aasiwe and related services that are reasonablgdediathe
performance of the audit or review of the Comparmgssolidated financial statements and are notrtego
under Audit Fee¢”

(3) Tax fees consist of tax compliance/preparation@hdr tax services. Tax compliance/preparationistssf
fees billed for tax return preparation, claimsreiunds, and tax payment planning services refatéederal,
state, and international taxes. Other tax serwioesist of fees billed for services including talviae, tax
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strategy, and other miscellaneous tax consultingpanning. For the fiscal year ended DecembefB@8, the
Compan’s tax returns were handled by PriceWaterhouseCec

(4) All other fees consist of fees for all other seegiother than those reported above. The Companmgstiis to
minimize services in this categol

The Audit Committee has determined that all ses/performed by Deloitte & Touche LLP are compatible
with maintaining the independence of Deloitte & Tha LLP. In addition, since the effective datetaf SEC rules
stating that an independent public accounting fsmot independent of an audit client if the segsiit provides to
the client are not appropriately approved, the AGdimmittee has approved, and will continue to ggwprove all
audit and permissible non-audit services providgethe independent registered public accounting.fifirese
services may include audit services, audit-relatgdices, tax services, and other services.

The Audit Committee has adopted a policy for the-goproval of services provided by the independent
registered public accounting firm, pursuant to vehitomay pre-approve certain audit fees, audittegldees, tax
fees, and fees for other services. Under the pdiiey Audit Committee may also delegate authoatgre-approve
certain specified audit or permissible non-auditiees to one or more of its members. A membertomw pre-
approval authority has been delegated must refgrb-approval decisions, if any, to the Audit CGoittee at its
next meeting. Unless the Audit Committee determiiberwise, the term for any service @gproved by a memb
to whom pre-approval authority has been delegatédelve months.

Vote Required

Stockholder ratification of the selection of Delei& Touche LLP as the independent registered publi
accounting firm is not required by our bylaws dnarivise. The Board, however, is submitting thectla of
Deloitte & Touche LLP to the stockholders for rigiiftion as a matter of good corporate practicthdfstockholders
fail to ratify the selection, the Audit Committeedathe Board will reconsider whether or not to irefaeloitte &
Touche LLP. Even if the selection is ratified, thedit Committee and the Board in their discretioayndirect the
appointment of a different independent registengalip accounting firm at any time during the yefathey
determine that such a change would be in the htseists of Immersion and our stockholders.

Approval of this proposal requires the affirmatixae of a majority of the votes cast at the anmuedting
of stockholders, as well as the presence of a gquoepresenting a majority of all outstanding shaeéher in
person or by proxy. Abstentions will be treatediates cast and will have the same effect as a Voté. Broker
nonvotes will each be counted as present for purposdstermining the presence of a quorum but witlleove an
effect on the outcome of the proposal.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOE “ FOR " PROPOSAL 2
THE RATIFICATION OF THE APPOINTMENT OF DELOITTE & T OUCHE LLP AS OUR
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM.
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AUDIT COMMITTEE REPORT

This report of the audit committee is required by Securities and Exchange Commission, and is not
“soliciting material,” is not to be deemed “filedivith the Securities and Exchange Commission andtiso be
incorporated by reference in any filing of Immersimmder the Securities Act of 1933, as amendetheoGecurities
Exchange Act of 1934, as amended, whether madechmfafter the date hereof and irrespective of geperal
incorporation language in any filing.

Under the guidance of a written charter adoptethbyBoard, the purpose of the Audit Committee is to
retain an independent registered public accourfiing to make such examinations as are necessanptotor the
corporate financial reporting of the our internatiaxternal audits and its subsidiaries, to protidiéne Board the
results of its examinations and recommendationisegtherefrom, to outline to the Board the impnmests made,
or to be made, in internal accounting controls, @ngrovide the Board such additional informatiom anaterials as
it may deem necessary to make the Board awargoifisant financial matters that require the atiembf the
Board.

Management is primarily responsible for the systénmternal controls and the financial reportingqess.
The independent registered public accounting fsmesponsible for expressing an opinion on thenfired
statements based on an audit conducted in accaadticgenerally accepted auditing standards. ThditA
Committee is responsible for monitoring and overgpéhese processes.

In this context and in connection with the audfiedncial statements contained in our Annual Repaort
Form 10-K for fiscal 2008, the Audit Committee:

 reviewed and discussed the audited financial setéswith managemer

« discussed with Deloitte & Touche LLP, with and weitih management present, the matters required to be
discussed under Statement of Auditing StandardsMoas amended, (AICPRyofessional Standards
Vol. 1, AU section 380), as adopted by the Pubbenpany Accounting Oversight Board in Rule 320

* received the written disclosures and the lettenfideloitte & Touche LLP required by the applicable
requirements of the Public Company Accounting OgatsBoard regarding the independent accountant’s
communications with the audit committee concernimependence; discussed with the independent
registered public accounting firm its independeracel concluded that the nonaudit services perfoitnyed
Deloitte & Touche LLP are compatible with maintaigiits independence; a

» based on the foregoing reviews and discussionspreended to the Board that the audited financial
statements be included in our 2008 Annual Repoffam 10-K for the fiscal year ended December 31,
2008 filed with the SEC

AUDIT COMMITTEE
John Hodgman, Chair
Emily Liggett

Jack Saltich
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PRINCIPAL STOCKHOLDERS AND STOCK OWNERSHIP BY MANAG EMENT

The following table sets forth as of April 15, 20@@rtain information with respect to the beneficia
ownership of our common stock by (1) each stockdroleho is known by us to be the beneficial ownemofe than
5% of our outstanding shares of common stock, #2hef our directors, (3) the Named Executive @ffi¢ and
(4) all directors and executive officers as a grdgneficial ownership has been determined in ataoare with
Rule 13d-3under the Exchange Act. Under this rule, certaarefimay be deemed to be beneficially owned by
than one person (if, for example, persons sharpdher to vote or the power to dispose of the )ate addition,
shares are deemed to be beneficially owned bysopéf the person has the right to acquire shdoeskample,
upon exercise of an option) within 60 days of thtedas of which the information is provided; in garting the
percentage ownership of any person, the amouritases outstanding is deemed to include the amdsitases
beneficially owned by such person (and only suals@® by reason of such acquisition rights. Assaltethe
percentage of outstanding shares of any personoaasin the following table does not necessariflert the
person’s actual voting power at any particular date

Shares
Subiject to
Amount and Options

Nature of Included in

Beneficial Beneficial Percent of
Beneficial Owner Ownership(1) Ownership(2) Class(3) (%
Mazama Capital Management; 3,097,091 — 11.1
H Partners Management, LLC( 1,500,00! — 5.4
ValueAct SmallCap Master Fund, L.P.i 1,413,50: — 5.1
Executive Officers and Directors
Clent Richardsol 190,37 182,81. *
Victor Viegas 1,161,20(8) 1,151,62! 4.C
Stephen Amble 158,12 158,12 *
Richard Voge — — —
Anne DeGhees 57,00((8) 32,50( *
John Hodgmai 68,25((8) 63,75( *
Emily Liggett 39,62¢(8) 33,12¢ *
Jack Saltict 78,25((8) 73,75( *
Robert Van Naarde 68,25((8) 63,75( *
All named executive officers and directors as aigr(® persons)(i 1,821,08. 1,759,44 6.1

* Less than 1% of the outstanding shares of comnuak <

(1) Except as indicated in the footnotes to this taiplé pursuant to applicable community property latws,person
named in the table have sole voting and investipewer with respect to all shares of common stockodr
knowledge, and except as indicated in the footntméisis table, the entities named in the tableshsole voting
and investment power with respect to all shareafmon stock shown as beneficially owned by thexeept
as otherwise indicated, the address of each gf¢hsons in this table is as follows: c/o Immers@mrporation,
801 Fox Lane, San Jose, California 951

(2) Only shares issuable upon exercise of options wibidays of April 15, 2009 are included for pugmsf
determining beneficial ownershi

(3) Calculated on the basis of 27,957,359 shares ofremmstock outstanding as of April 15, 2009, proditieat
any additional shares of common stock that a staldien has the right to acquire within 60 days a#tpril 15,
2009 are deemed to be outstanding for the purplosal@ulating that stockholder’s percentage of liiersd
ownership

(4) Based solely on a Schedule 13G filed with the SE®arch 10, 2009, Mazama Capital Management has sol
voting power with respect to 2,466,922 shares ataldispositive power with respect to 3,097,970 shanc
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does not have shared voting or dispositive pow#r véspect to any shares as of December 31, 2088ana
Capital Management, One Southwest Columbia Stgegte 1500, Portland, OR 972¢

(5) Based solely on a Schedule 13F filed with the SEGebruary 13, 2009, H Partners Management, LLC and
Rehan Jaffer have shared voting and dispositiveepavith respect to 1,500,000 shares as of DeceBhez00¢&
H Partners Management, LLC, Rehan Jaffer, 152 \B/&st Street, 52nd Floor, New York, New York 100

(6) Based solely on a Schedule 13D filed with the SBE@pril 14, 2009, ValueAct SmallCap Master Fund?l,.
VA SmallCap Partners, LLC, ValueAct SmallCap Managet, L.P., ValueAct SmallCap Management, LLC
and David Lockwood have shared voting and dispasitiower with respect to 1,413,503 shares as af Apr
2009. ValueAct SmallCap Master Fund, L.P., 435 fRaéivenue, Fourth Floor, San Francisco, CA 941

(7) Total includes executive officers and director@Bapril 15, 2009. Includes 1,759,440 shares sulioptions
that are currently exercisable or will become eisatdle within 60 days after April 15, 2009 benefili owned
by executive officers and directo

(8) Includes 4,500 shares of restricted stock whictsalgect to repurchase until March 4, 2010 provitted the
individual continues to provide service throughsuc¢h period

EQUITY COMPENSATION PLAN INFORMATION

The following table provides information as of Ded®er 31, 2008 concerning our equity compensation

plans:
Number of Share
Remaining
Available for
Number of Number of Future Issuanc
Shares to b Weightec- Shares to b Under Equity
Issued Upol  Average Exercis  Issued Upol Compensatiol
Exercise of Price of Settlement ¢ Plans (Excluding
Outstanding Outstanding Outstandin¢ Shares Reflected
Options Options Restrictec Columns (a) and (c
Plan Category(: (@ @ (b) ($/sh) Stock Units #)
Equity compensation plans approved by
stockholders(2 6,155,77. $ 8.1C 34,50( 2,733,18(3)
Equity compensation plans not approved by
stockholders(4 200,00( 8.1( — —
Total 6,355,77. 34,50( 2,733,18

(1) The table does not include information for equibynpensation plans assumed by the Company in bgsines
combinations. As part of the business combinatidh immersion Medical in fiscal 2000, we assumed
Immersion Medical’s 1995B and 1998 stock optiomplaA total of 392,565 shares of common stock are
reserved for issuance under these plans. The nyagdrihe options outstanding under these plarisvast on
the anniversary of the grant date over a five-yegiod. The 1998 Plan provides, in certain instanfus
accelerated vesting of the options upon a changerdfol. All of the options expire 10 years frohetdate of
the grant. As part of the business combination Wittual Technologies, Inc. (“VTI") in fiscal 200@he
Company assumed VTI's 1997 stock option plan. Altof 67,500 shares of common stock are reserved fo
issuance to employees (incentive stock options)remdemployees (nonstatutory stock options) unkisrglan.
The options expire 10 years from the date of tleigThe majority of the options outstanding urnttiés plan
cliff vest on the anniversary of the grant dateravéve-year period. The plan provided that in ¢vent of a
merger of the Company with or into another corgorateach outstanding option or stock purchase tigder
the plan must be assumed, or an equivalent optioigt substituted, by the successor corporatioano
affiliate. The number of shares to be issued up@maise of outstanding options under plans assumbdsines
combinations at December 31, 2008 was 653,895tend/¢ighted average exercise price was $1

(2) Consists of three plans: the Immersion Corporati@®7 Stock Option Plan, the 2007 Plan and the 2008
Employment Inducement Award Ple

(3) Includes 102,187 shares available for future isseamder the Employee Stock Purchase |
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(4) As of December 31, 2008, we had reserved an aggref200,000 shares of common stock for issuance
pursuant to Non-Plan Stock Option Agreements (Men*Plan Agreements”) with Richard Vogel. The Non-
Plan Agreements provide for the granting of a ratusbry stock option with an exercise price eqaahe fair
market value of our common stock on the date afitggach option granted pursuant to the Non-Plan
Agreements has a 10-year term and vests at thefrafd of the shares on the first anniversaryhefdate of
grant and 1/48 of the shares monthly thereaftees&loptions were canceled on January 10, ©

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act of41%3 amended (the “Exchange Act”), requires the
Company’s executive officers, directors, and pesswho beneficially own more than 10% of our comrstotk to
file initial reports of ownership and reports ofatlyes in ownership with the SEC. These personegtered by
SEC regulations to furnish the Company with copieall Section 16(a) forms filed by such persons.

Based solely on the Company'’s review of the foraraithed to it and written representations fromaer
reporting persons, the Company believes thatladbfrequirements applicable to its executive @fs; directors,
and persons who beneficially own more than 10%ef@ompany’s common stock were complied with dutireg
fiscal year ended December 31, 2008.

STOCKHOLDER PROPOSALS FOR 2010 ANNUAL MEETING

Stockholder proposals may be included in our proerials for an annual meeting so long as they are
provided to us on a timely basis and satisfy tieiotonditions set forth in applicable SEC rules. & stockholder
proposal to be included in our proxy materialstfad 2010 Annual Meeting of Stockholders, the prapawust be
received at our principal executive offices, addeglsto the Corporate Secretary, not later thanuaeprl, 2010.
Stockholder business that is not intended for sioluin our proxy materials may be brought befoeednnual
meeting so long as we receive notice of the prdpssapecified by our Bylaws, addressed to the Qratp
Secretary at our principal executive offices, mbét than February 1, 2010.

It is important that your stock be representedhatrheeting, regardless of the number of shareythat
hold. You are, therefore, urged to execute andmett your earliest convenience, the accompanigiogy Card in
the enclosed envelope.

OTHER MATTERS

The Board knows of no other matters to be preseitestockholder action at the Annual Meeting.
However, if other matters do properly come befbieAnnual Meeting or any adjournments or postpomgsne
thereof, the Board intends that the persons namétkiproxies will vote upon such matters in acaam with their
best judgment.
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WOTE BY INTERMET -
Use the Interret o transmit your woding irstructions ard for electronic delivery
af infarmatian up uritd 11:59 PR Eastern Time the day before the cut-off date

H : or meeting date. Have your prosy <ard in hand when you access the web site
l m m E rS I D n and Fellow the instructions to obtain your records and to create an elecironic
: weiling instruction borrm,
IMMERSION CORPORATION
801 FOX LANE ELECTRONIC DELIVERY OF FUTURE PROXY MATERIALS
SAN JOSE. CA 95131 I you would like 1o reduce the cosls incured by auwr company in mailirg prasy
v

materials, you can consent be receting al fulure prony statements, proxy cards
and anrual reports electromically via e-mal or the Intemel. To sign up for
electronic delivery, please fallow the irstrections abave 1o vate wsing the
Interniet and, when prompted, indicate that you agree 1o receive o aocess
prowy matenials lectronically in fusure yoars,

VOTE BY PHONE - 1-800-680-6803

Lk any Bouch-lone telephore to tranimit your voling instructians up antil
1153 PM. Eastern Time the day before the out-off date or resting date.
Have your proswy card in hand when you call and then follow the instructions

VOTE BY MAIL

Mark, sign and date wour prosy card and neturn it in the postape-paid envelope
wir hawe provided or return it Lo Vole Processing, oo Broadridge, 51 Mercedies
Wy, Edgewood, NY 11717

TOWOTE, MARK ELOCKS BELOWY IM BLUE OR BLACK IMK AS FOLLOWS:
B113919F73311 KEEF THIZ PORTION FOR YOUR RECORDS

THIS PROXY CARD IS VALID ONLY WHEN SIGMED AND DATED. DETACH AND RETURR THIE PORTICN DHLY

IMMERSION CORPORATION

E Election of Directors

The Board of Directors recommends a vote
FOR the listed nominees.

1. Pn:hkpl}sal to alect as directors Anne DeGhagst,
lack Saltich and Victor Viegas to serve for a

thres-year term as Class | drectors, For Against Abstain
1a. Anne DeGhesst o O 0O
1b. Jack Saltich O O 0
1o Victor Viegas O 0O 0O

E Ratification of Appeointment of Independent Registered Public Accounting Firm
For Against Abstain
The Board of Directors recommends a vote FOR the following proposal.

2. Propasal to ratify the appaintrment of Deloitte & Touche LLF a5 lmmersion’s independent registered public accounting firm for ] ] (]
the year ending December 31, 2009,

Authaorized Signatures - Sign Here - This section must be completed for your instructions to be executed.

This Proxy should be marked, dated and signed by the stockhalder(s) exactly as his or her nameds) appearis) herson, and returned
promptly in the enclosed envelope. Persons signing in a fidudary capacity should so indicate. If shares are held by joint tenants or as
community property, all such stockholders should sign.

Signatune [PLEASE SIGN WITHIN BOK) Date Signature (lant Cwness) Date
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Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting:
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IMMERSION CORPORATION

ANNUAL MEETING OF STOCKHOLDERS
to be held on June 9, 2009

This Proxy is solicited on behalf of the Board of Directors

The undersigned stockholder of IMMERSION CORPORATION, a Delaware corporation (the "Company "), hereby acknowledges
receipt of the Motice of Annual Meeting of Stockholders and Proxy Statement, each dated April 28, 2008, and hereby
appoints Clent Richardson and Stephen Ambler, or either of them, proxies and attorneys-in-fact, with full power to each of
substitution, on behalf and in the name of the undersigned, to represent the undersigned at the Annual Meeting of Stockholders
of IMMERSION CORPORATION to be held on Tuesday, June 9, 2009, at 9:30 a.m., local time, at the Techmart Metwark
Meeting Center, 5201 Great America Parkway, 3anta Clara, California 95054, and for any adjournment or adjournments
thereof, and to vote all shares of cammon stock, which the undersignad would be entitled ta vote if then and there personally
present, on the matters set forth on the reverse side. Under Delaware law and the Company's bylaws, no business shall be
transacted at an annual meeting other than the matters stated in the accompanying Motice of Meeting, which matters are set
forth on the reverse side. However, should any other matter or matters properly come before the Annual Meeting, or any
adjournment or adjournments thereof, it is the intention of the proxy holders named on the reverse side to vote the shares they
represent upon such ather matter or matters at their discretion,

THIS PROXY WILL BE VOTED AS DIRECTED OR, IF NO CONTRARY DIRECTION IS INDICATED, WILL BE VOTED FOR
APPROVAL OF THE PROPOSAL TO ELECT THREE DIRECTORS AND FOR PROPOSAL 2 AND AT THE DISCRETION OF THE
PROXIES UPON SUCH OTHER MATTERS AS MAY PROPERLY COME BEFORE THE MEETING.

Please mark, sign, date and return the proxy card pramptly, using the enclosed return-addressed postage-paid envelope.

CONTINUED AND TO BE SIGNED ON REVERSE SIDE







