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[QUALCOMM LOGO]

5775 MOREHOUSE DR.
SAN DIEGO, CALIFORNIA 92121

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON FEBRUARY 27, 2001

TO THE STOCKHOLDERS OF QUALCOMM INCORPORATED:

NOTICE IS HEREBY GIVEN that the Annual Meeting afoSkholders of QUALCOMM Incorporated, a Delawarepmration (the
"Company"), will be held at Copley Symphony Halb07B Street, San Diego, CA 92101, on Tuesday, Fepr2i7, 2001 at 8:30 a.m. for
previewing product displays, and 9:30 a.m. loaaktifor the following purposes:

1. To elect four Class | directors to hold offiagtilthe 2004 Annual Meeting of Stockholders.
2. To approve the Company's 2001 Stock Option Plan.

3. To approve the Company's 2001 Employee Stockiase Plan.

4. To approve the Company's 2001 Non-Employee RirecStock Option Plan.

5. To ratify the selection of PricewaterhouseCospdiP as the Company's independent accountantedd@ompany's fiscal year ending
September 30, 2001.

6. To transact such other business as may propentg before the meeting or any adjournment or postment thereof.
The foregoing items of business are more fully dbed in the Proxy Statement accompanying this ¢¢oti

The Board of Directors has fixed the close of besion December 29, 2000 as the record date foleteemination of stockholders entitled
to notice of and to vote at this Annual Meeting ahdny adjournment or postponement thereof.

By Order of the Board of Directors

/sl | RWN MARK JACOBS

Irwin Mark Jacobs

CHAI RVAN OF THE BOARD

AND CHI EF EXECUTI VE OFFI CER

San Diego, California
January 15, 2001

ALL STOCKHOLDERS ARE CORDIALLY INVITED TO ATTEND THE MEETING IN PERSON. WHETHER OR NOT YOU EXPECT
TO ATTEND THE MEETING, PLEASE SUBMIT YOUR VOTE ACCRDING TO THE INSTRUCTIONS ON THE ENCLOSED PROXY
CARD AS PROMPTLY AS POSSIBLE IN ORDER TO ENSURE YABUWREPRESENTATION AT THE MEETING. EVEN IF YOU HAVE
GIVEN YOUR PROXY, YOU MAY STILL VOTE IN PERSON IF ® U ATTEND THE MEETING. PLEASE NOTE, HOWEVER, THAT
IF YOUR SHARES ARE HELD OF RECORD BY A BROKER, BAN®&R OTHER NOMINEE AND YOU WISH TO VOTE AT THE
MEETING, YOU WILL NOT BE PERMITTED TO VOTE IN PERS®AT THE MEETING UNLESS YOU FIRST OBTAIN A PROXY
ISSUED IN YOUR NAME FROM THE RECORD HOLDER.

PLEASE REFER TO YOUR PROXY CARD TO DETERMINE IF YOU ARE ELIGIBLE TO VOTE
EITHER BY PHONE OR VIA THE INTERNET AT WWW.PROXYVOT E.COM.



QUALCOMM INCORPORATED
5775 MOREHOUSE DR.
SAN DIEGO, CALIFORNIA 92121

PROXY STATEMENT
FOR ANNUAL MEETING OF STOCKHOLDERS
FEBRUARY 27, 2001

INFORMATION CONCERNING SOLICITATION AND VOTING
GENERAL

The enclosed proxy is solicited on behalf of the8ioof Directors of QUALCOMM Incorporated, a Delawaorporation (the "Company"),
for use at the Annual Meeting of Stockholders tdbekl on Tuesday, February 27, 2001, at 9:30 aoal kime (the "Annual Meeting"), or at
any adjournment or postponement thereof, for thrpqmes set forth herein and in the accompanyinicdlof Annual Meeting. The Annual
Meeting will be held at Copley Symphony Hall, 75(GBeet, San Diego, CA 92101. The Company intemdsdil this proxy statement and
accompanying proxy card on or about January 151 20@ll stockholders entitled to vote at the ArirMaeting.

SOLICITATION

The Company will bear the entire cost of solictatof proxies including preparation, assembly, fongnand mailing of this proxy statement,
the proxy card and any additional information feh@d to stockholders. Copies of solicitation matenvill be furnished to banks, brokerage
houses, fiduciaries and custodians holding in themes shares of Common Stock beneficially owneatlgrs to forward to such beneficial
owners. The Company may reimburse persons repmegdigneficial owners of Common Stock for theirtsasf forwarding solicitation
materials to such beneficial owners. Original stdion of proxies by mail may be supplementeddigghone, telegram or personal
solicitation by directors, officers or other reguéanployees of the Company or, at the CompanyisastigD.F. King & Co., Inc., a
professional proxy solicitation firm. No additior@mpensation will be paid to directors, officersother regular employees for such servi
but D.F. King & Co., Inc. will be paid its custonyaiee, estimated to be about $10,000, if it rendetiitation services.

VOTING RIGHTS AND OUTSTANDING SHARES

Only holders of record of Common Stock at the cloSkeusiness on December 29, 2000 (the "Record"pait be entitled to notice of and
vote at the Annual Meeting. At the close of busines the Record Date, the Company had outstandid@atitled to vote 752,029,328 shares
of Common Stock.

Each holder of record of Common Stock on such ddtéde entitled to one vote for each share heldabmatters to be voted upon. With
respect to the election of directors, stockholdeay exercise cumulative voting rights. Under curtiwdavoting, each holder of Common
Stock will be entitled to four votes for each shiaedd. Each stockholder may give one candidate, #sobeen nominated prior to voting, all
the votes such stockholder is entitled to castay distribute such votes among as many such caedgida such stockholder chooses.
However, no stockholder will be entitled to cumalabtes unless the candidate's name has been jitacechination prior to the voting and
least one stockholder has given notice at the mggpirior to the voting, of his or her intentiondemulate votes. Unless the proxyholders are
otherwise instructed, stockholders, by means ohtw®mpanying proxy, will grant the proxyholdersadetionary authority to cumulate vot

All votes will be tabulated by the inspector ofalen appointed for the meeting, who will sepanatabulate affirmative and negative votes,
abstentions and broker non-votes. Abstentionsheiltounted towards the tabulation of votes cagiroposals presented to the stockholders
and will have the same effect as negative voteskérnon-votes are counted towards a quorum but@treounted for any purpose in
determining whether a matter has been apprc



REVOCABILITY OF PROXIES

Any person giving a proxy pursuant to this soliiia has the power to revoke it at any time befbigvoted. It may be revoked by filing w
the secretary of the Company at the Company'sipahexecutive offices, 5775 Morehouse Dr., SargDjeCalifornia 92121-1714, a written
notice of revocation or a duly executed proxy brghd later date, or it may be revoked by attenthiegmeeting and voting in person.
Attendance at the meeting will not, by itself, rkga proxy.

STOCKHOLDER PROPOSALS

The deadline for submitting a stockholder propdsainclusion in the Company's proxy statement famch of proxy for the Company's 2002
Annual Meeting of Stockholders pursuant to Rule-84&hareholder Proposals,” of the SecuritiesExchange Commission (the "SEC") is
September 10, 2001. The deadline for submittingekbolder proposal or a nomination for directattts not to be included in such proxy
statement and proxy is also September 10, 200tkBaddders are also advised to review the Compawyaws, which contain additional
advance notice requirements, including requiremeittsrespect to advance notice of stockholder psags and director nominations.

FINANCIAL INFORMATION

Attached in Appendix 2 is certain financial infortioa of the Company that was originally filed withe SEC on November 3, 2000 as part of
the Company's Annual Report on Form 10-K for tisedl year ended September 24, 2000. The Compamohasdertaken any updates or
revisions to such information since the date it wiaginally filed with the SEC. Accordingly, youeencouraged to review such financial
information together with subsequent informatidadiby the Company with the SEC and other pubksigilable information.

PROPOSAL 1
ELECTION OF DIRECTORS

The Company's Restated Certificate of Incorporadiot Bylaws provide that the Board of Directorslidh@ divided into three classes, with
each class having a three-year term. Directorassigned to each class in accordance with a rgmoloit resolutions adopted by the Board of
Directors, each class consisting, as nearly asltgessf one-third the total number of directoraddncies on the Board of Directors resulting
from death, resignation, disqualification, remowabther causes may be filled by either the affimeavote of the holders of a majority of the
then-outstanding shares or by the affirmative \wbta majority of the remaining directors then ificd, even if less than a quorum of the
Board of Directors. Newly created directorshipatiéasg from any increase in the number of directoisy, unless the Board of Directors
determines otherwise, be filled only by the affitima vote of the directors then in office, evettefs than a quorum of the Board of Directors.
A director elected by the Board of Directors tbdilvacancy (including a vacancy created by are@ee in the number of directors) shall si
for the remainder of the full term of the clasglo&ctors in which the vacancy occurred and unihsdirector's successor is elected and
qualified.

The Company's Restated Certificate of Incorporapi@vides that the number of directors which sbafistitute the whole Board of Directors
shall be fixed exclusively by one or more resolusi@dopted from time to time by the Board of Dioest The authorized number of directors
is currently set at 13. Four seats on the Boai@ifctors, currently held by Irwin Mark Jacobs, AideA. Coffman, Neil Kadisha and Richard
Sulpizio, have been designated as Class | Boatd,sgith the term of the directors occupying suehts expiring as of the Annual Meeting.
Dr. Jacobs, Ms. Coffman and Messrs. Kadisha anpiBalwill stand for re-election at this Annual Mag.
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Each of the nominees for election to this classepkfor Mr. Sulpizio, is currently a Board membéthe Company who was previously
elected by the stockholders. Mr. Sulpizio was elédty the Board of Directors effective December®@@ofill the vacancy that was created
Dr. Viterbi's resignation. If elected at the Anniéeting, each of the four nominees would servd th@ 2004 Annual Meeting and until his
or her successor is elected and qualified, or sath director's earlier death, resignation or neaho

If no stockholder has exercised cumulative votights, the directors will be elected by a pluratfithe votes of the shares present in person
or represented by proxy at the meeting and entilesbte on the election of directors. If a stodkleo has exercised cumulative voting rights,
the four candidates receiving the highest numbaeiffiimative votes of the shares entitled to besddbr such directors will be elected
directors of the Company. Shares represented kguted proxies will be voted, if authority to doisaot withheld, for the election of the fc
nominees named below. In the event that any nonsheeld be unavailable for election as a resudtrofinexpected occurrence, such shares
will be voted for the election of such substituteminee as the Board of Directors may propose. packon nominated for election has agr

to serve if elected, and the Board of Directorsrmseason to believe that any nominee will be lentbserve.

Set forth below is biographical information for bgmerson nominated and each person whose terniicg ek a director will continue after
the Annual Meeting.

NOMINEES FOR ELECTION FOR A THREE-YEAR TERM EXPIRIN G AT THE 2004 ANNUAL MEETING
IRWIN MARK JACOBS

Irwin Mark Jacobs, age 67, one of the founder©ief@ompany, has served as chairman of the Bodbidt@ftors and chief executive officer
of the Company since it began operations in JuB518le also held the title of president prior toyM®92. Before joining the Company, Dr.
Jacobs was executive vice president and a dire€td/A-COM, Inc., a telecommunications company. far@ctober 1968 to April 1985, Dr.
Jacobs held various executive positions at LINKABWA-COM LINKABIT after August 1980), a company le-founded. During most of
his period of service with LINKABIT, he was chairmagresident and chief executive officer and waalldtmes a director. Dr. Jacobs
received his B.E.E. degree from Cornell Universityl his M.S. and Sc.D. degrees from the Massadkusstitute of Technology ("MIT").
He is a member of the National Academy of Engimepand was awarded the National Medal of Technolo@p94.

ADELIA A. COFFMAN

Adelia A. Coffman, age 48, one of the foundershef Company, has served as a Director of the ComfpamyJuly 1985 to February 1989
and since January 1992. She also served as améeiciial officer of the Company from July 1985 uagdril 1994 and held the titles of vice
president and senior vice president at the Comparing that time. Ms. Coffman currently providesdincial consulting services and is also
active in Oregon Diverse Industries, LLC, a reaghtesinvestment and development company of whiehishn owner. From July 1970 until
July 1985, Ms. Coffman held various positions atiKABIT and M/A-COM LINKABIT. Prior to joining the @mpany, Ms. Coffman was
controller of M/A-COM LINKABIT. Ms. Coffman receive her B.S. degree in business from San Diego Shaiteersity.

NEIL KADISHA

Neil Kadisha, age 46, joined the Company as a Biren August 1988. He is currently the chief exaau officer of Omninet Capital,
venture capital firm focused on investments inftalkels of wireless communications and broadbandasifucture. Mr. Kadisha is also the
chairman and chief executive officer of SwitchPd\etworks, Inc., a broadband Internet technologymany. He serves on the board
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of directors of various privatelgeld companies. Prior to joining QUALCOMM as a digz, Mr. Kadisha served as chairman of the boact
chief executive officer of Omninet Corporation. Madisha's academic background is in industrialagement and economics from
Manchester, England.

RICHARD SULPIZIO

Richard Sulpizio, age 51, was elected to the Boaidecember 2000 by the Board of Directors totfi# vacancy created by Dr. Andrew
Viterbi, who resigned from the Board. Mr. Sulpiziorrently serves as president of the Company, digose has held since July 1998, and
has served as the Company's chief operating offioee 1995. Mr. Sulpizio was president of QUALCOMMIreless Business Solutions
(formerly QUALCOMM's OmniTRACS Division) from Febauy 1994 to August 1995. Prior to his assignmeh&OmniTRACS division,
he held the position of chief operating officerfrdlay 1992 to February 1994. Mr. Sulpizio joined Bompany in May 1991 as vice
president, Information Systems and was promotesidor vice president in September 1991. Priooitirjg the Company, Mr. Sulpizio
spent eight years with Unisys Corporation, a difieis computer and electronics company. Mr. Sulpizolds a B.A. degree from California
State University, Los Angeles and his M.S. degnegystems management from the University of Soantladifornia.

THE BOARD OF DIRECTORS RECOMMENDS
A VOTE IN FAVOR OF EACH NAMED NOMINEE.

DIRECTORS CONTINUING IN OFFICE UNTIL THE 2002 ANNUA L MEETING
ROBERT E. KAHN

Robert E. Kahn, age 62, became a Director of thafiamy in February 1997. Dr. Kahn is chairman, chiefcutive officer and president of
the Corporation for National Research Initiativ€&NRI), which he founded in 1986. From 1972 to 1985was employed at the U.S. Defe
Advanced Research Projects Agency, where his tastipn was director of the Information Processlisghniques Office. From 1966 to
1972, Dr. Kahn was a senior scientist with Bolt@erk and Newman, where he was responsible fory8tera design of the Arpanet, the first
packet-switched network. Dr. Kahn received numeswards for his pioneering work on the Internetviich he received the 1997 National
Medal of Technology. Dr. Kahn received a B.E.E.réegrom the City College of New York and M.A. aRd.D. degrees from Princeton
University. He is a member of the National Acadesh{Engineering.

JEROME S. KATZIN

Jerome S. Katzin, age 82, became a Director o€tirapany in November 1987. From 1953 until his egtient in 1990, Mr. Katzin was
engaged in investment banking with Kuhn Loeb & @ud successor firms. He is a director of the Co&sigporation, an oil and gas busint
Mr. Katzin is a graduate of the University of Clgoaand has a J.D. degree from the University ot&@jo Law School. He served on the le
staff of the U.S. Securities and Exchange Commuisimm 1941 to 1953 and held the position of divecif the Division of Public Utilities.
He is a member of the Board of Overseers of theéisity of California at San Diego, is a trusteghsf San Diego Foundation, and was
formerly a trustee and President of the U.C. Sag®iFoundation.

DUANE A. NELLES

Duane A. Nelles, age 57, a certified public accantbecame a Director of the Company in AugusB18&. Nelles has also served on the
board of directors of WFS Financial Inc., an auttwefinance company, since July 1995, and haseseag chairman of the Board of
Skydesk, a storage and systems management seceitgsny, since October 2000. He has been in tledpalinvestment business since
1987. Prior to that time, Mr. Nelles was a parinethe international public accounting firm of Ca@wp & Lybrand, L.L.P., which he joined in
1968 after receiving his M.B.A. degree from the \émsity of Michigan.
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FRANK SAVAGE

Frank Savage, age 62, became a Director of the @oynip February 1996. He has served as chairmafiiahce Capital Management
International and a director of Alliance Capital hM@ement Corporation since July 1993. He also deasesenior vice president of The
Equitable Life Assurance Society of the United &dtom February 1988 until March 1996. Alliancepial is an investment management
subsidiary of The Equitable Life Assurance Societg.was the chairman of Equitable Capital Managér@enporation, an Equitable Life
investment management subsidiary, from April 1988l it merged with Alliance Capital in July 199Brom December 1970 to July 1985 he
held various positions with Equitable Life inclugimvestment officer and vice president. Mr. Savisge director of Lockheed Martin
Corporation, an aero-technology corporation, ENRGoYporation, an energy company, Essence Commumisatinc., a media company and
The Johns Hopkins and Howard Universities. He reszka B.A. degree from Howard University in 1962 M.A. degree from The Johns
Hopkins University Nitze School of Advanced Interoaal Studies in 1968 and an honorary doctoratgestein humane letters from Hofstra
University.

BRENT SCOWCROFT

Brent Scowcroft, 75, became a Director of the Camyia December 1994. General Scowcroft is the desgtiof The Scowcroft Group, Inc.,
an international business consulting firm he fowhitieJune 1994. He is also the president of theifador International Policy, a non-profit
organization that he founded in 1993 that proméiaerican leadership and foreign policy. He servedssistant to the president for national
security affairs for President George Bush fromuday 1989 until January 1993; he also held thaitiposfor President Ford during his term.
A retired U.S. Air Force lieutenant general, Geh8@wcroft served in numerous national securitstpin the Pentagon and the White Hc
prior to his appointments as assistant to the geasifor national security affairs. Currently, Gexlé&Scowcroft serves as a director of
Pennzoil-Quaker State, an automotive consumerazaraompany. He received his B.S. degree from Weisit and M.A. and Ph.D. degrees
from Columbia University.

DIRECTORS CONTINUING IN OFFICE UNTIL THE 2003 ANNUA L MEETING
RICHARD C. ATKINSON

Richard C. Atkinson, age 71, became a Directohef@Gompany in January 1991. Dr. Atkinson has beerirgy as the president of the
University of California since October 1995. Priorthat time, he served as chancellor of the Usityeof California at San Diego since 19!
Dr. Atkinson joined the board of directors of Culliorporation, a high-tech electronic company, inyMa99. Dr. Atkinson is a former
director of the National Science Foundation, passident of the American Association for the Advement of Science and former chair of
the Association of American Universities. He is afieghe founders of Computer Curriculum Corporatide is a member of the National
Academy of Sciences, the Institute of Medicine,Magional Academy of Education and the Americarid@liphical Society. Dr. Atkinson
holds a Ph.D. degree from Indiana University afha. degree from the University of Chicago.

DIANA LADY DOUGAN

Diana Lady Dougan, age 58, became a Director o€thrapany in December 1998. Ambassador Dougan isrsaavisor and international
communications studies chair of the Center fort8tyia and International Studies and chairwomarefG@yber Century Forum. She has
served in senior policy and management positionsifare than three decades, including appointmentsoth Republican and Democratic
presidents in senate-confirmed positions. From 188288, as the first statutory U.S. coordinatwrifternational Communications and
Information Policy, Ambassador Dougan spearheautetriational negotiations and policies involvingé®m, broadcast, and information
technology services on behalf of 14 federal agesnaiel served administratively as assistant segretatate and holds the
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permanent rank of ambassador. Early in her cafeebassador Dougan was the first CATV marketingadoefor Time, Inc. and an award-
winning TV producer. In addition to earning undadwate degrees in industrial psychology and Endlah the University of Maryland,
Ambassador Dougan's studies also include econahib& University of Utah and the Advanced ManagarPeogram at Harvard
University.

PETER M. SACERDOTE

Peter M. Sacerdote, age 63, became a DirectoedEtimpany in October 1989. Mr. Sacerdote has beeawhasory director of Goldman,
Sachs & Co. since May 1999 where he also servebasman of its Investment Committee. In the fieags prior to that time, he served as a
limited partner of Goldman, Sachs Group, L.P. H®alerves as a director of AMF Group, Inc., a bogvienter operator and equipment
manufacturer, and Franklin Resources, Inc., a nhfitmal management company. He received his B.EeBrak from Cornell University and
an M.B.A. degree from the Harvard Graduate Schb8lusiness Administration.

MARC |. STERN

Marc I. Stern, age 56, became a Director of the @y in February 1994. He has been with the TCWu@rtnc., an asset management f
since March 1990 and has served as its presidece May 1992. From December 1988 to March 1990 3¢ttn served as president and a
director of SunAmerica, Inc., a financial servicesnpany. Prior to joining SunAmerica, Mr. Stern waanaging director and chief
administrative officer of The Henley Group, Incdigersified manufacturing company and prior thersas senior vice president of Allied-
Signal Inc., a diversified manufacturing company. Btern is the noexecutive chairman of Apex Mortgage Capital, lacfinancial service
company, and chairman of TCW Galileo Funds, Incegistered investment company. He received a 8efree from Dickinson College, an
M.A. degree from the Columbia University Graduatd&l of Public Law and Government and a J.D. defmem the Columbia University
School of Law.

BOARD COMMITTEES AND MEETINGS

During the fiscal year ended September 24, 20@0Btrard of Directors held ten meetings. The Boasldn Audit Committee, a
Compensation Committee, a Nominating CommitteeaaBtbck Option Committee.

The Audit Committee meets at least quarterly with €ompany's management and independent accoutdaataong other things, review
results of the annual audit and quarterly reviemd @iscuss the financial statements, recommernitet®@bard the independent accountants to
be retained and receive and consider the accoshtanmiments as to controls, adequacy of staff santbigement performance and procedures
in connection with audit and financial controls.eTAudit Committee, which as of the end of fiscal@@vas composed of Messrs. Nelles
(Committee Chairman), Kadisha and Katzin and Mdfr@an, met seven times during such fiscal year.

The Compensation Committee makes recommendatiorcenuing salaries and incentive compensation, adtains and approves stock
offerings under the Company's 1991 Employee Stackiase Plan (the "1991 Purchase Plan") and th@ N88-Qualified Employee Stock
Purchase Plan, administers the Company's 1991 Siptikn Plan (the "1991 Option Plan") and otherwds&ermines compensation levels
performs such other functions regarding compensatsthe Board may delegate. Subject to stockhalagroval of Proposals 2 and 3, the
Compensation Committee will administer the Compa@@01 Employee Stock Purchase Plan (the "2001hBsecPlan") and the Company's
2001 Stock Option Plan (the "2001 Option Plan")e Tompensation Committee, which as of the endso&fi2000 was composed of Messrs.
Katzin (Committee Chairman), Nelles and Stern antbAssador Dougan, met four times during such figeat.
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The Nominating Committee interviews, evaluates, maes and recommends individuals for membershitherCompany's Board of
Directors and committees thereof. The Company's\Bylprovide for procedures for consideration of im@@s recommended by
stockholders. Effective February 1999, the NomiratCommittee included Messrs. Scowcroft (Commi@eairman), Kahn, Katzin, Nelles
and Savage; this Committee did not meet durin@fig600. Effective March 2000, the Nominating Corted was reconstituted to consist of
Dr. Atkinson (Committee Chairman), Messrs. Sacerdoid Stern and Ambassador Dougan and did notdoeag the remainder of fiscal
2000. This Committee met in November 2000 to recemairthe nomination of the Class | Director nominteethe Board of Directors, subjs
to stockholder approval, as discussed in this Pyalpb.

The Stock Option Committee administers and awamtkptions to employees and consultants (othear thith respect to directors and
executive officers of the Company) under the Comg[sah991 Option Plan and, subject to stockholderayal, the 2001 Option Plan. The
Stock Option Committee, which as of the end ofdiR000 was composed of Mr. Nelles (Committee Ghair), and Drs. Jacobs and Viterbi,
met three times during such fiscal year.

During the fiscal year ended September 24, 200fh Baard member attended at least 75% of the agtged the meetings of the Board and
of the committees on which he or she served ardidhaiing the period for which he or she was a Baar@ommittee member, respectively.

PROPOSAL 2
APPROVAL OF THE 2001 STOCK OPTION PLAN

In December 2000, the Board of Directors adopteliest to stockholder approval, the Company's 20ption Plan to be effective as of
February 27, 2001. The 2001 Option Plan is interidedplace the 1991 Option Plan, which expirethenyear 2001. As of December 11,
2000, of the total shares available under the I¥8tlon Plan, 109,240,216 shares were subject &tanding options and 50,300,301 shares
were available for future grants, for a combinadltof 159,540,517 shares, which is the maximum lmemof shares that may be issued under
the 2001 Option Plan. The share reserve under@@# @ption Plan will be equal to the shares avhalédr future grant under the 1991 Opt
Plan on the date the 2001 Option Plan is approyettido Company's stockholders. However, the shagrve under the 2001 Option Plan will
be automatically increased, without any furthercacby the Board of Directors or stockholders, byaaount equal to the number of share
Common Stock subject to any outstanding option utide1991 Option Plan that expires or is termidatecancelled following the date that
the 2001 Option Plan is approved by stockholdeosiaGrrently with the stockholder approval of th®2@ption Plan, the shares of the
Company's Common Stock available for issuance utigeterms of the 1991 Option Plan will be redulbgdhe number of shares initially
reserved for issuance under the 2001 Option Plamla8ly, in the event that options under the 1€%dtion Plan expire, terminate or are
cancelled, the shares of the Company's Common Stdgjkct to such expired, terminated or cancelfgabos shall be subtracted from the
then current share reserve under the 1991 Optiom & they are added to the share reserve und20@®ieOption Plan. Accordingly, the
shares reserved for issuance under the 2001 Opkamwill consist entirely of shares previouslytartzed by Company stockholders, and
approval of the 2001 Option Plan will not authorilze issuance of any greater number of sharesishanrently authorized under the 1991
Option Plan.

The Board has full discretion to determine the nendf options to be granted to employees unde@®d Option Plan, subject to an annual
limitation on the total number of options that nisygranted to any employee. Prior to the AnnualtMgethe Company will not grant any
options under the 2001 Option Plan. For your refeee details are presented on stock options gramtedr the 1991 Option Plan during the
last three years to each of the executive offioéthe Company named in the Summary Compensatibte tander "Compensation of
Executive Officers" (the "Named Executive Officgrs"



VOTE REQUIRED. Stockholders are requested in tinigpBsal 2 to approve the 2001 Option Plan. Theraéfiive vote of the holders of a
majority of the shares present in person or reprtesieby proxy and entitled to vote at the meetinlghve required to approve the 2001 Option
Plan. Abstentions will be considered shares edtitbevote in the tabulation of votes cast on prafmpresented to the stockholders and will
have the same effect as negative votes. Brokenntas are counted towards a quorum, but are natteduor any purpose in determining
whether this matter has been approved.

THE BOARD OF DIRECTORS RECOMMENDS
A VOTE IN FAVOR OF PROPOSAL 2.

SUMMARY OF THE 2001 OPTION PLAN
GENERAL

The 2001 Option Plan provides for the grant of intentive and nonstatutory stock options. Incensitock options granted under the 2001
Option Plan are intended to qualify as "incentitezk options" within the meaning of Section 422t Internal Revenue Code of 1986, as
amended (the "Code"). Nonstatutory stock optioastgd under the 2001 Option Plan are not intendegdalify as incentive stock options
under the Code. See "Federal Income Tax Informafmma discussion of the tax treatment of incemtnd nonstatutory stock options.

PURPOSE

The purpose of the 2001 Option Plan is to advalneériterests of the Company and its stockholdensrbyiding an incentive to attract and
retain persons eligible to receive options under2®01 Option Plan and by motivating such persor®htribute to the growth and
profitability of the Company.

ADMINISTRATION

The 2001 Option Plan is administered by the Bodidiectors and its designees. The Board has tiepto construe and interpret the 2001
Option Plan and, subject to the provisions of t8@120ption Plan, to determine the persons to whidntlae dates on which options will be
granted, the number of shares to be subject to @stabn, the time or times during the term of eaplion within which all or a portion of su
option may be exercised, the exercise price, the of consideration to be paid upon exercise ajion, and other terms of the option. The
Board of Directors is authorized to delegate adstiation of the 2001 Option Plan to a committeeuwtside directors. The Board has
delegated administration of the 2001 Option PlathéoCompensation Committee of the Board. The Bbasdalso delegated administratio
the 2001 Option Plan to the Stock Option Commitiethe Board with respect to option grants to pessather than directors and corporate
officers of the Company. As used herein with respethe 2001 Option Plan, the "Board" refers ® @ompensation Committee and the
Stock Option Committee, as well as to the BoarDioéctors itself.

STOCK SUBJECT TO THE 2001 OPTION PLAN

The share reserve under the 2001 Option Plan widdual to the shares available for future gradeuthe 1991 Option Plan on the date the
2001 Option Plan is approved by the Company's stldlers. However, the share reserve under the @@@ibn Plan will be automatically
increased without any further action by the BodrBioectors or stockholders by an amount equah&rtumber of shares of Common Stock
subject to any outstanding option under the 199tio@glan that expires or is terminated or candei®¢lowing the date that the 2001 Option
Plan is approved by stockholders. As of DecembeRQQO, of the total shares available under thel X98tion Plan, 109,240,216 shares were
subject to outstanding options and 50,300,301 shaege available for future grants, for a combitadl of 159,540,517 shares, which is the
maximum number of shares that may be issued uhde2@01 Option Plan. If options granted under B@120ption Plan expire, are cance

or otherwise terminate without



being exercised, the shares of Common Stock sutgjestich expired, cancelled or terminated optioiithen be available for grant under t
2001 Option Plan.

ELIGIBILITY

Nonstatutory stock options may be granted onlyntpleyees, directors and consultants of the Compamngertain related entities
designated affiliates. An incentive stock option caly be granted to a person who, on the effectate of grant, is an employee of the
Company, a parent corporation or a subsidiary qatm. Any person who is not an employee on tliectif’e date of grant will be granted
only a nonstatutory stock option. As of December2D0, approximately 6,036 persons would have leéigible to receive grants under the
2001 Option Plan.

No incentive stock options may be granted unde2€@@l Option Plan to any person who, at the timéhefgrant, owns (or is deemed to o\
stock possessing more than 10% of the total condbinéng power of the Company, or any of its pa@mgubsidiary corporations, unless the
option exercise price is at least 110% of therfarket value of the stock subject to the optiorttendate of grant, and the term of the option
does not exceed 5 years from the date of grantagjeegate fair market value, determined at the tifrgrant, of the shares of Common
Stock with respect to which incentive stock optignanted under the 2001 Option Plan are exercidablfe first time by an optionee during
any calendar year (under all such plans of the Gmyand its parent and subsidiary corporations) noyexceed $100,000.

TERMS OF OPTIONS

The following is a description of the permissildenhs of options under the 2001 Option Plan. Indiglcption grants may be more restrictive
as to any or all of the permissible terms describedw.

EXERCISE PRICE; PAYMENT. The exercise price of inttee stock options under the 2001 Option Plan matybe less than the fair mar
value of the Common Stock subject to the optiothendate of the option grant, and in some cases'®aibility" above), may not be less
than 110% of such fair market value. The exercig@ef nonstatutory stock options may not be thas the fair market value of the stock
subject to the option on the date of the optiomgrat December 4, 2000, the closing price of tlenpany's Common Stock as reported on
the Nasdaq National Market was $69.63 per share ekbrcise price of options granted under the ZD@tion Plan must be paid: (i) in cash,
by check or cash equivalent, (ii) by tender to@menpany, or attestation to the ownership of shaf€ommon Stock of the Company owned
by the optionee having a fair market value not thas the exercise price, (iii) pursuant to Regafa® ("cashless exercise"), (iv) for
optionees who are employees, in the Company'sasml@bsolute discretion, by delivery of a promigsuite,

(v) in any other form of legal consideration acedyi to the Board, or

(vi) any combination of the above.

OPTION REPRICING. In the event of a decline in adue of the Company's Common Stock, the Boardhmauthority to offer employees
the opportunity to replace outstanding higher mtioptions, whether incentive or nonstatutory, wigw lower priced options. The Company
has provided that opportunity to employees (othantcorporate officers) in the past only one tim&994. The Board has adopted a policy
that it will not reprice options of the Companysorate officers or Directors.

OPTION EXERCISE. Options granted under the 200liddg®Plan may become exercisable ("vest") in cunivdahcrements as determined
by the Board. The Company anticipates that optgrasted under the 2001 Option Plan generally veilshbject to vesting over a 5-year
period, with a specified percentage of each optiEsting after a designated waiting period and oroathly basis thereafter, provided that the
optionee's employment by, or service as a diremtaonsultant to the Company or certain relatediestor designated affiliates ("service"
continues from the date of grant until the applieatesting date. Shares covered by options granttite future under the 2001 Option Plan
may be subject to different vesting terms. The Bdwas the power to accelerate the time during waichption may be exercised. In addit
options granted under the 2001 Option Plan may pexarcise prior to vesting, which is commonlyaeéd to as an "early exercise" feature,
but in such event the optionee may be



required to enter into an early exercise stock lpase agreement that allows the Company to repwraiasested shares acquired pursuant to
such option at their original exercise price in évent that the optionee's service terminates.

TERM. The maximum term of options under the 2001i@pPlan is ten years, except that in certain £ésee "Eligibility" above) the
maximum term is five years. The 2001 Option Plavvjates for earlier termination of an option duelte optionee's cessation of service.
Options under the 2001 Option Plan generally \eiliriinate 30 days after the optionee's cessatiserofce. However, in the event the
optionee's continuous service terminates due toptienee's disability, then the option shall coun& under its original terms for the period of
such disability, and the optionee may exerciseddriie vested portion of the option at any timeiniythe period of disability. If the
optionee's continuous service terminates due to¢lath of the optionee or due to the optioneeabdity and such termination due to
disability is followed by the death of the optiondeen the exercisability and vesting of the opsball be accelerated in full as of the date of
death of the optionee, and the option shall beaisale for a period of 12 months from the datthefoptionee's death. If the optionee's
continuous service terminates due to retiremerfinele as age 60 with ten years of continuous sejyviben, to the extent vested, the option
shall be exercisable for a period of 12 months ftbendate of the optionee's retirement. If theape's continuous service terminates due
layoff (defined as involuntary termination for argason other than "Cause" (as defined in the 2(Q@ibb@Plan), constructive termination,
death or disability), then subject to the optios@xecution of a release of claims, the exercigglaihd vesting of the option shall be
accelerated effective as of the date of terminatipi0% of the otherwise unvested portion of theompon such termination date, and the
optionee shall have six months from the date @hieation to exercise the option, subject to certainditions as set forth in the 2001 Option
Plan. If the optionee's continuous service terneimalue to a transfer, at the request of the Comparan entity in which the Company has an
ownership interest and which the Board has destghas$ a "Non-Control Affiliate," then, subject hetoptionee's execution of a release of
claims, to the extent vested the option shall ler@sgable for a period of 12 months from the déteuch transfer. If, following a Change in
Control (as defined below) the optionee's contisugervice is involuntarily terminated without Causethe optionee resigns for "Good
Reason" (as defined in the 2001 Option Plan) wigdinmonths of such a Change in Control, then tleeotsability and vesting of the option
shall be accelerated effective as of the daterafiteation, and the optionee may exercise the ogtioa period of six months from the
termination date. In no event, however, may anoopiie exercised later than the date of the expiraif the option's term as set forth in the
optionee's stock option agreement.

CHANGE IN CONTROL. The 2001 Option Plan definesGhange in Control" of the Company as any of thiofaihg events upon which tl
stockholders of the Company immediately beforeethent do not retain immediately after the evenguhstantially the same proportions as
their ownership of shares of the Company's votioglksimmediately before the event, direct or indideeneficial ownership of more than
50% of the total combined voting power of the sto€khe Company, its successor or the corporatiomtich the assets of the Company w
transferred: (i) a sale or exchange by the stodédrslin a single or series of related transactidmsore than 50% of the Company's voting
stock; (i) a merger or consolidation in which tBempany is a party;

(iii) the sale, exchange or transfer of all or gahsally all of the assets of the Company; or é&Jjquidation or dissolution of the Company.

RESTRICTIONS ON TRANSFER

Incentive stock options granted under the 2001 dDp#ilan may not be transferred except by will otheylaws of descent and distribution,
and may be exercised during the lifetime of thesperto whom the option is granted only by suchg®ré nonstatutory stock option is not
transferable in any manner other than (i) by wilbg the laws of descent and distribution,

(i) by written designation of a beneficiary takieffect upon the death of the optionee, (iii) byivaing written notice to the Company that
the optionee will be gifting to certain family meerb or other specific entities controlled by ortlee benefit of such family members, and
such other transferees as the Board may approve.
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EFFECT OF CERTAIN CORPORATE EVENTS

In the event of any stock dividend, stock splijense stock split, recapitalization, combinatia@gtlassification or similar change in the capital
structure of the Company, appropriate adjustmefitde made in the number and class of shares sutgeghe 2001 Option Plan and to any
outstanding options, in the Section 162(m) granitl{see "Federal Income Tax Information--Potentiahitation on Company Deductions,"
below), and in the exercise price per share ofangtanding options. Any fractional share resulfiogn an adjustment will be rounded down
to the nearest whole number, and at no time wéllekercise price of any option be decreased tormuat less than par value of the stock
subject to the option.

If a Change in Control occurs, the surviving, coniing, successor or purchasing corporation or pa@poration thereof may either assume
the Company's rights and obligations under thetantng options or substitute substantially eq@mtibptions for such corporation's stock.
However, if an outstanding option is not assumerplaced, the 2001 Option Plan provides that #sting and exercisability of the option
shall be accelerated, effective 10 days prior #0@hange in Control. Options that are not assuneg@ticed or exercised prior to the Change
in Control will terminate. The acceleration of amaad in the event of an acquisition or similar argie event may be viewed as an anti-
takeover provision, which may have the effect stduraging a proposal to acquire or otherwise nlatantrol of the Company.

DURATION, AMENDMENT AND TERMINATION

The Board may amend or terminate the 2001 Optian Bt any time. This Plan does not have an expiratate, however, incentive stock
options may not be granted under the Plan aftee®ber 10, 2010.

The Board may also amend the 2001 Option Planyatian@ or from time to time. However, no amendmaumthorized by the Board will be
effective unless approved by the stockholders @Gbmpany if the amendment would:

(i) increase the number of shares reserved fooogtinder the 2001 Option Plan; (ii) change thesctd persons eligible to receive incentive
stock options; or (iii) modify the 2001 Option Plemnany other way if such modification requirescitaolder approval under applicable law,
regulation or rule.

FEDERAL INCOME TAX INFORMATION

INCENTIVE STOCK OPTIONS. An optionee recognizestagable income for regular income tax purposefi@sdsult of the grant or
exercise of an incentive stock option. Optionees db not dispose of their shares for two year®¥alhg the date the incentive stock option
was granted or within one year following the exseadf the option will normally recognize a longrtecapital gain or loss equal to the
difference, if any, between the sale price andptivehase price of the shares. If an optionee gibbth such holding periods upon a sale of
the shares, the Company will not be entitled to deguction for federal income tax purposes. If ptiomee disposes of shares either within
two years after the date of grant or within oneryie@am the date of exercise (referred to as a 'lthdifying disposition"), the difference
between the fair market value of the shares omexieecise date and the option exercise price (nexteed the gain realized on the sale if the
disposition is a transaction with respect to wtadbss, if sustained, would be recognized) wiltde=d as ordinary income at the time of
disposition. Any gain in excess of that amount Wwéla capital gain. If a loss is recognized, thglebe no ordinary income, and such loss
be a capital loss. A capital gain or loss will bed-term if the optionee’s holding period is mdrat 12 months. Any ordinary income
recognized by the optionee upon the disqualifyiispakition of the shares generally should be déoledby the Company for federal income
tax purposes, except to the extent such deductibmited by applicable provisions of the Codelwr tegulations thereunder. The difference
between the option exercise price and the fair etar&lue of the shares on the exercise date af@ntive stock

11



option is an adjustment in computing the optionaké&rnative minimum taxable income and may beesttlip an alternative minimum tax
which is paid if such tax exceeds the regular tattie year. Special rules may apply with respecetrtain subsequent sales of the shares in ¢
disqualifying disposition, certain basis adjustnseior purposes of computing the alternative minimarable income on a subsequent sale of
the shares and certain tax credits which may arnterespect to optionees subject to the altersativnimum tax.

NONSTATUTORY STOCK OPTIONS. Options not designatedjualifying as incentive stock options will benstatutory stock option
Nonstatutory stock options have no special tayustain optionee generally does not recognize taxamgome as the result of the gran

such an option. Upon exercise of a nonstatutorgksbption, the optionee normally recognizes ordinacome in an amount equal to the
difference between the option exercise price ardahl market value of the shares on the exerase. df the optionee is an employee, such
ordinary income generally is subject to withholdafgncome and employment taxes. Upon the sal¢éogksacquired by the exercise of a
nonstatutory stock option, any gain or loss, basethe difference between the sale price and thenfarket value on the exercise date, wil
taxed as capital gain or loss. A capital gain sslwill be long-term if the optionee's holding peris more than 12 months. The Company
generally should be entitled to a deduction equéhé amount of ordinary income recognized by th#oee as a result of the exercise of a
nonstatutory stock option, except to the extenhsieduction is limited by applicable provisiongloé Code or the regulations thereunder. No
tax deduction is available to the Company with ee$po the grant of a nonstatutory stock optiothersale of the stock acquired pursuant to
such grant.

POTENTIAL LIMITATION ON COMPANY DEDUCTIONS. Code Sgion 162(m) denies a deduction to the Companygdonpensation
paid to certain employees in a taxable year teitient that compensation exceeds $1 million fopxaeped employee. It is possible that
compensation attributable to stock options, whenlgoed with all other types of compensation reagilvg a covered employee from the
Company, may cause this limitation to be exceedexhy particular year. Certain kinds of compensatiocluding qualified "performance-
based compensation," are disregarded for purpdghs deduction limitation. In accordance with apable regulations issued under Section
162(m), compensation attributable to stock optieilkqualify as performancéased compensation, provided that: (a) eithehé)dption plai
contains a per-employee limitation on the numbest@res for which options may be granted duringezified period, (ii) the per-employee
limitation is approved by the stockholders,

(iii) the option is granted by a Compensation Cotteri comprised solely of "outside directors” (afimdel in Section 162(m)) and (iv) the
exercise price of the option is no less than tlirenfarket value of the stock on the date of granib) the option is granted by a Compense
Committee comprised solely of outside directors iargtanted (or exercisable) only upon the achie@ntas certified in writing by the
Compensation Committee) of an objective performayua established by the Compensation Committeéevite outcome is substantially
uncertain and approved by the stockholders.

For the aforementioned reasons, the Company's @@fibn Plan provides for an annual per employeddiion as required under Section 162
(m) and the Company's Compensation Committee igdsed solely of outside directors. Accordinglytiops granted by the Compensation
Committee will qualify as performance-based compéaos.

OTHER TAX CONSEQUENCES. The foregoing discussioimiended to be a general summary only of the tddecome tax aspects of
options granted under the 2001 Option Plan; taxseguences may vary depending on the particulanrostances at hand. In addition,
administrative and judicial interpretations of #ggplication of the federal income tax laws are saijo change. Furthermore, no information
is given with respect to state or local taxes thay be applicable. Participants in the 2001 Opfitan who are residents of or are employed in
a country other than the United States may be sutijdaxation in accordance with the tax lawshat fparticular country in addition to or in
lieu of United States federal income taxes.
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PROPOSAL 3
APPROVAL OF THE 2001 EMPLOYEE STOCK PURCHASE PLAN

In December 2000, the Board of Directors adopteljest to stockholder approval, the Company's ZBxthase Plan to be effective as of
February 27, 2001. The 2001 Purchase Plan is iatetalreplace the 1991 Purchase Plan which exipitee year 2001. As of December 11,
2000, 12,908,309 shares were available for grateiutne 1991 Purchase Plan. This total, reducetidyumber of shares of Common Stock
purchased under the 1991 Purchase Plan subsequeetémber 11, 2000 and prior to the terminatide dathe 1991 Purchase Plan, shal
the maximum number of shares that may be issuedruhd 2001 Purchase Plan. Accordingly, the shasesved for issuance under the 2
Purchase Plan will consist entirely of shares jnasly authorized by Company stockholders, and pipecval of the 2001 Purchase Plan will
not authorize the issuance of any greater numbshafes than is currently authorized under the Fa8thase Plan.

VOTE REQUIRED. Stockholders are requested in thigpBsal 3 to approve the 2001 Purchase Plan. Tinmafive vote of the holders of a
majority of the shares present in person or reprtesieby proxy and entitled to vote at the meetiniglve required to approve the 2001
Purchase Plan. Abstentions will be considered shemétled to vote in the tabulation of votes aasproposals presented to the stockholders
and will have the same effect as negative voteskd&rnon-votes are counted towards a quorum, leutaircounted for any purpose in
determining whether this matter has been approved.

THE BOARD OF DIRECTORS RECOMMENDS
A VOTE IN FAVOR OF PROPOSAL 3.

SUMMARY OF THE 2001 PURCHASE PLAN
PURPOSE

The purpose of the 2001 Purchase Plan is to adwhrdaterests of the Company and its stockholdgnsroviding an incentive to attract,
retain and reward employees and by motivating smeployees to contribute to the growth and profligbdf the Company.

ADMINISTRATION

The 2001 Purchase Plan is administered by the Bafddirectors, which has the final power to constand interpret the 2001 Purchase Plan
and the rights granted under it. The Board hagtiveer, subject to the provisions of the 2001 Pwelalan, to determine when and how
rights to purchase Common Stock of the Companyheilgranted, the provisions of each offering ohstghts (which need not be identical),
and whether any parent or subsidiary of the Comsayl be eligible to participate in the 2001 Pasdn Plan. The Board of Directors is
authorized to delegate administration of the 200fcFase Plan to a committee designated by the BohrlBoard has delegated
administration of the 2001 Purchase Plan to the jigoreation Committee of the Board. As used heretih rgispect to the 2001 Purchase F
the "Board" refers to the Compensation Committeeelbas to the Board of Directors itself.

STOCK SUBJECT TO THE 2001 PURCHASE PLAN

The 2001 Purchase Plan is intended to replace3®& Rurchase Plan which expires in the year 208lofAdecember 11, 2000, 12,908,309
shares were available for grant under the 1991HasecPlan. This total, reduced by the number aeshaf Common Stock purchased under
the 1991 Purchase Plan subsequent to Decembed@Q a2d prior to the termination date of the 1984cRase Plan, shall be the maximum
number of shares that may be issued under the ROfthase Plan. The final purchase date under the RArchase Plan is scheduled to occur
on June 30, 2001. If Purchase Rights granted uhder
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2001 Purchase Plan expire, lapse or otherwise matmiwithout being exercised, the Common Stockpnathased under such Purchase
Rights again becomes available for issuance um@e2@01 Purchase Plan.

OFFERINGS

The 2001 Purchase Plan will be implemented thraegiuential offerings, each of which is referredgan "Offering,” the terms of which ¢
referred to herein as "Offering Periods." Generach such Offering Period will be for six monthsation or such other duration as the
Board shall determine, provided, however, that fferihg Period may exceed 27 months in duratiothdf 2001 Purchase Plan is approved
by stockholders, the initial Offering Period wibmmence on July 1, 2001 and end on March 31, 2B0Rsequent Offering Periods shall
commence on or about April 1 and October 1 of saar and end on or about the next September 3Manch 31, respectively, occurring
thereafter. Upon the commencement of the initidefig Period under the 2001 Purchase Plan, th&é Pe@chase Plan shall immediately
terminate and no further offerings shall be madéhleyCompany pursuant to the 1991 Purchase Plan.

ELIGIBILITY

Any employee of the Company or of any parent osgliaary corporation of the Company designated lgyBbard for inclusion in the 2001
Purchase Plan is eligible to participate in an fifpunder the 2001 Purchase Plan so long as tidogee has been employed by the
Company or any designated parent or subsidiaryotatipn of the Company for at least 30 days armisgomarily employed at least 20 hours
per week and five months per calendar year. Howaxeemployee who owns or holds options to purchasas a result of participation in
the 2001 Purchase Plan would own or hold optiommutchase, 5% or more of the total combined vopioger or value of all classes of stock
of the Company or of any parent or subsidiary caapon of the Company is entitled to participate¢tia 2001 Purchase Plan. In addition, no
employee will be granted Purchase Rights that wpeltnit such employee to purchase more than $2w@@h of stock (determined based
on the fair market value of the shares at the 8owh rights are granted) under all employee stoc&hase plans of the Company (including,
without limitation, the 1991 Purchase Plan) in aalendar year.

PARTICIPATION IN THE 2001 PURCHASE PLAN

Generally, participation in the 2001 Purchase Bdimited to eligible employees who authorize palydeductions prior to the start of an
Offering Period. Payroll deductions may not be tass 1% nor exceed 15% (or such other rate aBdhed determines) of an employee's
compensation for any pay period during the Offefragiod. Once an employee becomes a participahei@001 Purchase Plan, that
employee will automatically participate in eacheeasive Offering Period beginning immediately after last day of the Offering Period in
which he or she had been participating until sircle tas that employee withdraws from the 2001 Pwelidian, becomes ineligible to
participate in the 2001 Purchase Plan, or (excepeacribed below in "Termination of Employmenéninates employment.

PURCHASE PRICE

The purchase price per share at which shares Efénsan Offering under the 2001 Purchase Plan cBba less than the lower of (i) 85% of
the fair market value of a share of Common Stockherdate of commencement of the Offering or @&Yy®of the fair market value of a share
of Common Stock on the date of purchase.
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PAYROLL DEDUCTIONS

The purchase price of the shares is accumulatgadypll deductions over the Offering Period. A E@pint may decrease his or her payroll
deductions during the course of an Offering onlyhi® extent permitted under the terms of the QffgrGenerally, a participant may not
increase payroll deductions after the beginningroyf Offering Period, but may decrease his or hdigi@ation percentage at any time in
accordance with rules established under the 20@dhRse Plan. A participant who reduces his or hetigipation percentage to zero shall
nevertheless remain a participant in the currefer®fy Period unless such participant withdrawsnfthe 2001 Purchase Plan. All payroll
deductions made for a participant are creditedg@hher account under the 2001 Purchase Pladegmasited with the general funds of the
Company.

WITHDRAWAL

A participant may withdraw from a given Offering tgrminating his or her payroll deductions and binering a notice of withdrawal from

the 2001 Purchase Plan to the Company. Such witlediraay be elected at any time prior to the enthefapplicable Offering. However, at
any time the Company may impose a requirementaatice of withdrawal from the 2001 Purchase Blamon file with the Company within
a reasonable period of time prior to the effectiaée of such withdrawal.

Upon any withdrawal from an Offering by the empleythe Company will distribute to the employeedrisier accumulated payroll
deductions without interest, and such employe#éssast in the Offering will be automatically terrated. The employee is not entitled to ay
participate in such Offering. An employee's withdahfrom an Offering will not have any effect upsich employee's eligibility to
participate in subsequent Offerings under the ZB@thase Plan.

PURCHASE OF STOCK

By executing an agreement to participate in thelZB@rchase Plan, an eligible employee is entittiqulirchase shares under the 2001
Purchase Plan, hereafter referred to as a "Purdtigh®’. The Purchase Right shall consist of anaopto purchase the number of shares of
Common Stock determined by either dividing 15%afrseligible employee's compensation during the@ff Period by the purchase price
of a share of Common Stock for such Offering Pedotly dividing $12,500 by the fair market valueaoshare of Common Stock on the last
date of such Offering Period, whichever is lesshéf aggregate number of shares to be purchasedaxeocise of Purchase Rights granted in
the Offering would exceed the maximum aggregatebmrrof shares available for issuance under the Pa®thase Plan, the Board would
make a pro rata allocation of shares availableuniform and equitable manner. Unless the empleygeg'ticipation is discontinued, his or |
right to purchase shares is exercised automatiaaliye end of each Offering Period.

TERMINATION OF EMPLOYMENT

Generally, upon cessation of an employee's emplayfoe any reason, or upon the failure of a pgptai to remain an eligible employee,
Purchase Rights granted pursuant to any Offerimtputhe 2001 Purchase Plan terminate immediatelytta Company will distribute to su
employee all of his or her accumulated payroll a¢idns, without interest. However, except in theecaf a termination resulting from the
participant's death, a "Spinoff Transaction" (asn@&l in the 2001 Purchase Plan) or a leave ofradgseparticipation in the 2001 Purchase
Plan may continue for an additional 90 days iftéreninated employee executes a general releadaiofscagainst the Company.

RESTRICTIONS ON TRANSFER
Rights granted under the 2001 Purchase Plan arteamsferable and may be exercised only by theopeiswhom such rights are granted.
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EFFECT OF CERTAIN CORPORATE EVENTS

In the event of any stock dividend, stock splijense stock split, recapitalization, combinatia@gtlassification or similar change in the capital
structure of the Company, appropriate adjustmeftde made in the number and class of shares sutgjeghe 2001 Purchase Plan and to any
Purchase Rights.

If a Change in Control (as defined above under &ap2) occurs, the surviving, continuing, success@urchasing corporation or parent
corporation thereof may either assume the Compaigyits and obligations under the outstanding PaselRights or substitute substantially
equivalent purchase rights for such corporatiaiosks However, if an outstanding Purchase Righiisassumed or replaced, the 2001
Purchase Plan provides that the purchase date afiéim current Offering Period shall be accelertaealdate before the date of the Change in
Control specified by the Board, but the numberhafres of Common Stock subject to outstanding PseRaghts shall not be adjusted. All
Purchase Rights which are neither assumed, reptaoexkrcised prior to the Change in Control steathinate and cease to be outstanding
effective as of the date of the Change in Control.

DURATION, AMENDMENT AND TERMINATION
The Board may suspend or terminate the 2001 PuedPlas at any time.

The Board may also amend the 2001 Purchase Pkydime or from time to time. However, no amendtweili be effective unless
approved by the stockholders of the Company witlirmonths before or after its adoption by the Bafildle amendment would: (i) increase
the number of shares reserved for issuance und&@0®l Purchase Plan; or (i) change the definitiotihe corporations which may be
designated by the Board as participating companidge 2001 Purchase Plan.

Purchase Rights granted before amendment or tetiorinaf the 2001 Purchase Plan will not be alteyetnpaired by any amendment or
termination of such plan without consent of thesparto whom such rights were granted; except asified under the 2001 Purchase Plan.

FEDERAL INCOME TAX INFORMATION

The following summary is intended only as a genguédie as to the United States federal income éas@quences under current law of
participation in the 2001 Purchase Plan and dotattempt to describe all possible federal or oth®rconsequences of such participation or
tax consequences based on particular circumstafAgegticipant recognizes no taxable income eittsea result of commencing participation
in the 2001 Purchase Plan or purchasing Commork $taaer the terms of the 2001 Purchase Plan. #iragipant disposes of shares
purchased under the 2001 Purchase Plan withinrditlmeyears from the first day of the applicabldeBihg Period or within one year from 1
purchase date, known as disqualifying disposititimes participant will realize ordinary income irethear of such disposition equal to the
amount by which the fair market value of the shareshe purchase date exceeds the purchase phiearfiount of the ordinary income will
be added to the participant's basis in the sharesany additional gain or resulting loss recoghiae the disposition of the shares will be a
capital gain or loss, which will be long-term iktlparticipant's holding period is more than 12 rhenlf the participant disposes of shares
purchased under the 2001 Purchase Plan at leageiave after the first day of the applicable OfigrPeriod and at least one year after the
purchase date, the participant will realize ordinacome in the year of disposition equal to thesé of

(i) the excess of the fair market value of the sham the date of disposition over the purchase mni (i) 15% of the fair market value of the
shares on the first day of the applicable Offeffagiod. The amount of any ordinary income will ldeled to the participant's basis in the
shares, and any additional gain recognized upodi#gp®sition after such basis adjustment will bera-term capital gain. If the fair market
value of the shares on the date of dispositioads than the purchase price, there will be no argdimcome and any loss recognized will be a
long-term capital loss. If the participant still ngithe shares at the time of death, the lesséy thie(excess of the fair market value of the
shares on the date of death over the purchaseqrice

(i) 15% of the
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fair market value of the shares on the first dathefOffering Period in which the shares were paseld will constitute ordinary income in the
year of death. The Company should be entitieddedaction in the year of a disqualifying dispositequal to the amount of ordinary inco
recognized by the participant as a result of tispahition, except to the extent such deductiomigdd by applicable provisions of the Code
or the regulations thereunder. In all other casesjeduction is allowed to the Company.

OTHER TAX CONSEQUENCES. The foregoing discussioimiended to be a general summary only of the tddecome tax aspects of
Purchase Rights granted under the 2001 Purchasgt®aconsequences may vary depending on thecplaticircumstances at hand. In
addition, administrative and judicial interpretaoof the application of the federal income taxdase subject to change. Furthermore, no
information is given with respect to state or lo@ades that may be applicable. Participants irR0@l. Purchase Plan who are residents of or
are employed in a country other than the UnitedeStemay be subject to taxation in accordance \ghtdx laws of that particular country in
addition to or in lieu of United States federaldne taxes.

PROPOSAL 4
APPROVAL OF THE 2001 NON-EMPLOYEE DIRECTORS' STOCK OPTION PLAN

In December 2000, the Board of Directors adopteljest to stockholder approval, the Company's 2004-Employee Directors' Stock
Option Plan (the "2001 Directors' Plan") to be efffee as of February 27, 2001. The 2001 Directelah is intended to entirely replace the
Company's 1998 Non-Employee Directors' Stock Opfitam (the "1998 Directors' Plan") which will bertenated by the Board as of the
effective date of the 2001 Directors' Plan. As etBmber 11, 2000, of the total shares availablenihe 1998 Directors' Plan, 4,250,000
shares were subject to outstanding options andd)0B shares were available for future grantsafoombined total of 6,300,000 shares. The
initial share reserve under the 2001 Directorsh Rldl be equal to the shares available for futgr@nt under the 1998 Directors' Plan on the
date the 2001 Directors' Plan is approved by thegamy's stockholders. However, the share reserterihe 2001 Directors' Plan will be
automatically increased, without any further actigrthe Company's Board of Directors or stockhadby an amount equal to the number of
shares of Common Stock subject to any outstanditigrounder the 1998 Directors' Plan that expineis terminated or cancelled following
the date that the 2001 Directors' Plan is apprdwyestockholders. Concurrently with the stockholdpproval of the 2001 Directors' Plan, the
shares of the Company's Common Stock availables$oance under the terms of the 1998 Directors! Wit be reduced by the number of
shares initially reserved for issuance under tHE 2Directors' Plan. Similarly, in the event thatiops under the 1998 Directors' Plan expire,
terminate or are cancelled, the shares of the Cop'&ommon Stock subject to such expired, terrathat cancelled options shall be
subtracted from the then current share reserverihdel998 Directors' Plan as they are added tshhee reserve under the 2001 Directors'
Plan. Accordingly, the shares reserved for issuancker the 2001 Directors' Plan will consist emyif shares previously authorized by
Company stockholders, and the approval of the ZWifdctors' Plan will not authorize the issuancewy greater number of shares than is
currently authorized under the 1998 Directors' Plan

VOTE REQUIRED. Stockholders are requested in thigoBsal 4 to approve the 2001 Directors' Plan. affiemative vote of the holders of a
majority of the shares present in person or reprtesieby proxy and entitled to vote at the meetiniglve required to approve the 2001
Directors' Plan. Abstentions will be consideredrebantitled to vote in the tabulation of votest casproposals presented to the stockholders
and will have the same effect as negative votesk&rnon-votes are counted towards a quorum, leuatrcounted for any purpose in
determining whether this matter has been approved.

THE BOARD OF DIRECTORS RECOMMENDS
A VOTE IN FAVOR OF PROPOSAL 4.
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SUMMARY OF THE 2001 DIRECTORS' PLAN
GENERAL

The 2001 Directors' Plan provides for the gramiafistatutory stock options to "Non-Employee Diregtgdefined below in "Eligibility") of
the Company. Such options granted under the 204crs' Plan are not intended to qualify as ingergtock options under the Code. See
"Federal Income Tax Information” for a discussidrhe tax treatment of nonstatutory stock options.

PURPOSE

The 2001 Directors' Plan was adopted to advancimtbeests of the Company and its stockholdersrbyiding an incentive to attract, retain
and reward Noremployee Directors by creating an additional inoenfor such members of the Board of Directorsdotdbute to the growt
and profitability of the Company.

ADMINISTRATION

The 2001 Directors' Plan is administered by therBad Directors. The Board has the power to comstmd interpret the 2001 Directors' P
The Board of Directors is authorized to delegatmiatstration of the 2001 Directors' Plan to the @amsation Committee or other commit
of the Board. As of the date of this Proxy Stateméire Board has not delegated administration @201 Directors' Plan to any committee.

STOCK SUBJECT TO THE 2001 DIRECTORS' PLAN

The initial share reserve under the 2001 Directlia will be equal to the shares available foufeitgrant under the 1998 Directors' Plan on
the date the 2001 Directors' Plan is approved byCtbmpany's stockholders. As of December 11, 200e total shares available under the
1998 Directors' Plan, 4,250,000 shares were sutgemitstanding options and 2,050,000 shares wexiéable for future grants, for a
combined total of 6,300,000 shares. However, ifanst granted under the 1998 Directors' Plan expie cancelled or otherwise terminate
without being exercised, the shares of Common Ssablect to such expired, cancelled or terminaf@gbos under the 1998 Directors' Plan
will be automatically added to the then currentrelraserve under the 2001 Directors' Plan withaytfarther action by the Board or
Directors or the stockholders. In addition, if @pis granted under the 2001 Directors' Plan expimgherwise terminate without being
exercised, the Common Stock not purchased pursoauich options again becomes available for issuander the 2001 Directors' Plan.

ELIGIBILITY

Stock options will be granted under the 2001 DoegtPlan only to directors of the Company whorareotherwise employees of the
Company or certain related entities or designatiithtes of the Company ("Nofemployee Directors"). As of December 11, 2000, ¢hgere
11 Non-Employee Directors.

NON-DISCRETIONARY GRANTS

The 2001 Directors' Plan provides for (i) a oneetjmon-discretionary grant to each Non-Employee®ar of an option to purchase 20,000
shares of the Company's Common Stock, effective tipe election of such person for the first timséove as a Non-Employee Director of
the Company (an "Initial Option"), except that eedior who was an employee of the Company or certdated entities or designated
affiliates and who subsequently becomes a Non-Eyegl®irector as a result of the termination of sewiployment shall not be eligible to
receive an Initial Option and (ii) an annual grambe issued at the time of each annual meetingatb Non-Employee Director who
continues to serve as
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such, of an option to purchase 10,000 shares dftimepany's Common Stock (an "Annual Option"); pdex, however, that a Ndamployee
Director granted an Initial Option on, or withirpariod of 270 days prior to, the date of an anmueting shall not be granted an Annual
Option for such annual meeting.

Each person who is currently serving as a Non-Eygadirector immediately following the Annual Mewsdi will receive an option grant to
purchase 10,000 shares of Common Stock under Uik RBectors' Plan. Accordingly, subject to stodkleo approval of this proposal, all
Non-Employee Directors as a group will be grantedan#ito purchase an aggregate of 110,000 sharesnofGn Stock under the 2001
Directors' Plan, at a price equal to the fair mavikdue per share of the Common Stock on Februar@01. Accordingly, it is expected that
following the Annual Meeting, options to purchaseaggregate of 110,000 shares of Common Stoclbeiutstanding under the 2001
Directors' Plan and that the 1998 Directors' Pldhterminate.

TERMS OF OPTION

EXERCISE PRICE; PAYMENT. The exercise price of ops granted under the 2001 Directors' Plan wikgeal to the fair market value of
the Common Stock subject to the option on the ditke grant. The exercise price of options granteder the 2001 Directors' Plan must be
paid either: (i) in cash, by check or cash equivial@i) by tender to the Company, or attestatiothte ownership of shares of Common Stock
of the Company owned by the optionee having anfi@irket value not less than the exercise pricg,piirsuant to Regulation T ("cashless
exercise"), (iv) in any other form of legal congsiakon acceptable to the Board, or (v) any comfmmabf the above.

OPTION EXERCISE. Initial Options granted pursuanttte initial election of the optionee to the Bogrdnted under the 2001 Directors' F
vest and become exercisable over five years aauptdithe following schedule: so long as the o#ls service continues, 20% of the shares
subject to the Initial Option will vest and becomesrcisable on the first anniversary of the datgraht, and the remaining portion of the

Initial Option shall vest and become exercisablathly at the rate of 1/60th of the Initial Optioacth month beginning on the date 13 months
after the date of grant. Annual Options grantedeurtide 2001 Directors' Plan vest and become exdaleiover five years according to the
following schedule: so long as the optionee's sergontinues, 10% of the shares subject to the @lM@ption will vest and become
exercisable on the date six months after the dageamt, and the remaining portion of the Annuati@p shall vest and become exercisable
monthly at the rate of 1/60th of the Annual Opte@ath month beginning on the date seven monthsthéatate of grant.

TERM. The term of all options under the 2001 Dicest Plan will be ten years, provided, howeverhspgtions generally terminate 12
months after the optionee ceases to be a Non-Em@IDyrector. In the event that an optionee ceasbe i Non-Employee Director,
employee or consultant due to the optionee's fiferaent at age 70 or older and after completimg ryiears of continuous service or (ii) du
disability, then the optionee's service shall bended to continue and the exercisability and vegiirtye option shall continue under the te
of the option, and the option will terminate upopieation of its term. In the event that an optierterminates service due to the optionee's
death or due to the optionee's disability or reiat at age 70 or older and such termination levi@dd by death, the vesting of all unvested
shares will be accelerated in full as of the détihe optionee's death and the option may be esextdn full at any time within one year of
such termination.

RESTRICTIONS ON TRANSFER

Stock options granted under the 2001 Directorsi Bfe not transferable in any manner other thaloy(iyill or by the laws of descent and
distribution,

(i) by written designation of a beneficiary takieffect upon the death of the optionee, (iii) byivding written notice to the Company that
the optionee
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will be gifting to certain family member or othgregific entities controlled by or for the benefitsuch family members, and such other
transferees as the Board may approve.

EFFECT OF CERTAIN CORPORATE EVENTS

In the event of any stock dividend, stock spliyjenese stock split, recapitalization, combinaticgtlassification or similar change in the capital
structure of the Company, appropriate adjustmeftde made in the number and class of shares sutge¢he 2001 Directors' Plan and to
any outstanding options and in the exercise prgespare of any outstanding options. Any fractiagtelre resulting from an adjustment will
be rounded down to the nearest whole number, and tine will the exercise price of any option xieased to an amount less than par
value of the stock subject to the option.

If a Change in Control (as defined above under &ap2) occurs, outstanding options shall be imatetli exercisable and fully vested as of
the date 10 days prior to the date of the Chang@sointrol. In addition, the surviving, continuingicgessor or purchasing corporation or pa
corporation thereof may either assume the Compaigyits and obligations under the outstanding aystior substitute substantially equival
options for such corporation's stock. Options Hratnot assumed, replaced or exercised prior t€ktamge in Control will terminate.

DURATION, AMENDMENT AND TERMINATION
The Board may suspend or terminate the 2001 Dirgd®an at any time.

The Board may also amend the 2001 Directors' Rlanyatime or from time to time. However, no ameedirauthorized by the Board will
effective unless approved by the stockholders @Gbmpany if the amendment would:
(i) increase the number of shares reserved fooongtinder the 2001 Directors' Plan; or (ii) modlifg 2001 Directors' Plan in any other wa
such modification requires stockholder approvalarrapplicable law, regulation or rule.

FEDERAL INCOME TAX INFORMATION

NONSTATUTORY STOCK OPTIONS. Options granted under 2001 Directors' Plan will be nonstatutory stopkions. Nonstatutory stoc
options have no special tax status. An optioneeigédly does not recognize taxable income as thdtrekthe grant of such an option. Upon
exercise of a nonstatutory stock option, the oggonormally recognizes ordinary income in an ameguoil to the difference between the
option exercise price and the fair market valuthefshares on the exercise date. Upon the sateak acquired by the exercise of a
nonstatutory stock option, any gain or loss, basethe difference between the sale price and thenfarket value on the exercise date, wil
taxed as capital gain or loss. A capital gain sslwill be long-term if the optionee's holding peris more than 12 months. The Company
generally should be entitled to a deduction equ#ihé¢ amount of ordinary income recognized by thi@ooee as a result of the exercise of a
nonstatutory stock option, except to the extenhsieduction is limited by applicable provisiongloé Code or the regulations thereunder. No
tax deduction is available to the Company with eg$po the grant of a nonstatutory stock optiothersale of the stock acquired pursuant to
such grant.

OTHER TAX CONSEQUENCES. The foregoing discussioimisnded to be a general summary only of the Eddecome tax aspects of
options granted under the 2001 Directors' Planctassequences may vary depending on the particmtamstances at hand. In addition,
administrative and judicial interpretations of #ggplication of the federal income tax laws are saijo change. Furthermore, no information
is given with respect to state or local taxes thay be applicable. Participants in the 2001 Dinettelan who are residents of a country other
than the United States may be subject to taxati@tcordance with the tax laws of that particutauntry in addition to or in lieu of United
States federal income taxes.
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PROPOSAL 5
RATIFICATION OF SELECTION OF INDEPENDENT ACCOUNTANT S

The Board of Directors has selected Pricewaterf@ogpers LLP as the Company's independent accosritarthe fiscal year ending
September 30, 2001 and has further directed thahgeanent submit the selection of independent a¢aotsfor ratification by the
stockholders at the Annual Meeting. PricewaterhGospers LLP has audited the Company's financigstants since the Company
commenced operations in 1985. RepresentativesadwaterhouseCoopers LLP are expected to be prasém Annual Meeting, will have
an opportunity to make a statement if they so demid will be available to respond to appropriatestjons.

Stockholder ratification of the selection of Prig@arhouseCoopers LLP as the Company's independemtrstants is not required by the
Company's Bylaws or otherwise. However, the BoarsLibmitting the selection of PricewaterhouseCmpEP to the stockholders for
ratification as a matter of good corporate practitéhe stockholders fail to ratify the selectidhe Board and the Audit Committee will
reconsider whether or not to retain that firm. Eifehe selection is ratified, the Board and thed&AlCommittee in their discretion may direct
the appointment of a different independent accogrfirm at any time during the year if they deteremthat such a change would be in the
best interests of the Company and its stockholders.

The affirmative vote of the holders of a majorifytiee shares present in person or representeddxy @nd entitled to vote at the meeting will
be required to ratify the selection of PricewateideCoopers LLP. Abstentions will be counted tovthedtabulation of votes cast on this
Proposal 5 and will have the same effect as negjatites. Broker non-votes are counted towards eugudout are not counted for any
purpose in determining whether this matter has loatied.

THE BOARD OF DIRECTORS RECOMMENDS
A VOTE IN FAVOR OF PROPOSAL 5.
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SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informatimgarding the ownership of the Company's Commonk3ds of December 4, 2000 by: (i)
each director and nominee for director; (ii) eatthe executive officers of the Company named enSummary Compensation Table under
"Compensation of Executive Officers" (the "NamedEixtive Officers"); and (iii) all executive officeand directors of the Company as a

group. Based on currently available Schedules 18D18G filed with the SEC, the Company does notknbany beneficial owners of more
than 5% of its Common Stock.

BENEFICIAL OWNERSHIP(2)

NUMBER OF PERCENT OF

NAME AND ADDRESS OF BENEFICIAL OWNER(1) SHARES TOTAL
Irwin Mark Jacobs(3).......ccevvvveeeeeeriniiinnns ... 25,955,281 3.43%
Steven R. AtMan(4).......cccooeeeeviiieeeennnnns ... 428,143 *
Donald E. Schrock(15)... ... 466,114 *
Richard Sulpizio(5)......... .... 1,293,906 *
Anthony S. Thornley(15) .... 1,037,879 *
Richard C. Atkinson(6)(15).......ccceeeeriuveeeenns ... 1,849,922 *
Adelia A. Coffman(7)(15).......ccceveeiniuvrenannne ... 1,014,766 *
Diana Lady Dougan(15).......cccccceeeeeerinnennnnns 97,666 *
Neil Kadisha(8)(15).......ccceerurrrnererurenns ... 9,153,234 1.22%
Robert E. Kahn(15)........cccoovviiieiiiieeen. ... 161,666 *
Jerome S. Katzin(9)(15)......cccveeeriireeeannns ... 1,755,838 *
Duane A. Nelles(10)(15)...uuveveeeeeeeeeiiiiinnns ... 365,666 *
Peter M. Sacerdote(11)(15).........ccccvmvvvrnnns ... 875,666 *
Frank Savage(12)(15)......ccceervveeeeininenenns v 179,746 *
Brent SCOWCIOft(15)....ccccuveeeeiiiiiieeeaiiee. ... 570,658 *
Marc |. Stern(13)(15)....cccceeeervreeeeiiienenn. ... 577,666 *
All Executive Officers and Directors as a Group

(18 persons)(14)(15)......ccccvvvvvereeeennennn. ... 54,084,138 7.08%

* Less than 1%.

(1) Unless otherwise provided, the address for éBehneficial Owner" is 5775 Morehouse Drive, Saedu, California 92121.

(2) This table is based upon information suppligafficers and directors. Unless otherwise indidatethe footnotes to this table and subject
to community property laws where applicable, thenpany believes that each of the stockholders namtds table has sole voting and
investment power with respect to the shares inditas beneficially owned. Applicable percentagesased on 749,843,883 shares
outstanding on December 4, 2000, adjusted as estjbiy rules promulgated by the SEC.

(3) Includes 19,545,172 shares held in family swstd 118,720 shares held in trust for the beakfélatives. Also includes 6,291,389 shares
issuable upon exercise of options exercisable wili days of December 4, 2000 of which 145,920eshare held in trusts for the benefit of

Dr. Jacobs and/or his spouse, 8,081 shares aréoy@d. Jacobs' spouse and 10,692 shares arerhilsts for the benefit of Dr. Jacobs'
relatives of which neither Dr. Jacobs' or his sjgoar® trustees.

(4) Includes 148,842 shares held in family trustso includes 279,301 shares issuable upon exeo€igptions exercisable within 60 days of
December 4, 2000 of which 1,968 shares are heidigts for the benefit of Mr. Altman's children f@hich Mr. Altman's spouse is the trus!
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(5) Includes 113,506 shares held in family trusis 8,400 shares held for the benefit of Mr. Sutp&children. Also includes 1,172,000
shares issuable upon exercise of options exereisdthin 60 days of December 4, 2000 of which 4@,8Bares are held in trusts for the
benefit of Mr. Sulpizio's children for which Mr. Ririo's spouse is the trustee.

(6) Includes 104,000 shares held in a foundatiomto€h Dr. Atkinson disclaims beneficial ownershigso includes 783,616 shares held in
family trusts, 408,000 shares held in a pension plast for the benefit of employees of a busirgserated by Dr. Atkinson and 32,640 sh
held in trust for the benefit of relatives.

(7) Includes 693,100 shares held in family trusts.
(8) Includes 2,400,000 shares held in family tre$tahich Mr. Kadisha is a trustee and disclaimsdjigial ownership.

(9) Includes 15,500 shares held in a foundatiowlath Mr. Katzin disclaims beneficial ownership.salincludes 1,102,128 shares held in
family trusts and 220,544 shares held in trustfierbenefit of Mr. Katzin's grandchildren of whiktr. Katzin's spouse is the trustee.

(10) Includes 4,000 shares held by Mr. Nelles'drkih.

(11) Includes 154,000 shares held in a foundatfamhich Mr. Sacerdote disclaims beneficial ownepshi
(12) Includes 18,080 shares held in family trusts.

(13) Includes 496,000 shares held in family trusts.

(14) Includes 51,488 shares held for the benefixefcutive officers’ children.

(15) Includes shares issuable upon exercise obipexercisable within 60 days of December 4, 260fllows: Mr. Schrock, 204,000
shares; Mr. Thornley, 1,027,333 shares; Dr. Atkin&?1,666 shares; Ms. Coffman, 321,666 shares;assdrlor Dougan, 97,666 shares; Mr.
Kadisha, 33,666 shares; Dr. Kahn, 161,666 shareskKbtzin, 417,666 shares; Mr. Nelles, 281,666 efakir. Sacerdote, 561,666 shares;
Savage, 161,666 shares; Mr. Scowcroft, 529,666Gshir. Stern, 81,666 shares; all directors andutiee officers as a group, 14,166,349
shares.

COMPLIANCE WITH SECTION 16(A) OF THE SECURITIES EXC HANGE ACT OF 1934, AS AMENDED

(THE "EXCHANGE ACT")

Section 16(a) of the Exchange Act requires the Gomis directors and executive officers, and persdrsown more than 10% of a
registered class of the Company's equity securtiieile with the SEC initial reports of ownerstapd reports of changes in ownership of
Common Stock and other equity securities of the gamy. Officers, directors and greater-than-ten-grrstockholders are required by SEC
regulations to furnish the Company with copieslbSaction 16(a) forms they file.

To the Company's knowledge, based solely on awesfahe copies of such reports furnished to thenfany and written representations that
no other reports were required, during the fisearnended September 24, 2000, all

Section 16(a) filing requirements applicable tooiticers, directors and greater-than-fggrcent beneficial owners were complied with; ex:
that one report, covering one transaction, was fé¢e by Mr. Beckwith.
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EXECUTIVE COMPENSATION
COMPENSATION OF DIRECTORS

Each Non-Employee Director of the Company rece{i)es fee of $1,000 for each Board or Board Coneeitineeting attended, (ii) a fee of
$500 for each Board or Board Committee meetinghictvsuch director participates by telephone, d@ifcekcept for the Nominating
Committee, a fee of $2,500 per annum for the Cleadgn of each Board Committee. In the fiscal yeded September 24, 2000, the total
amount of such compensation paid to Non-Employeeddirs was approximately $143,500. When travetiom out-of-town, the members
of the Board of Directors are also eligible fomnbursement for their travel expenses incurred imeation with attendance at Board meet
and Board Committee meetings. Employee Directorsalaeceive any compensation for their participain Board or Board Committee
meetings.

Non-Employee Directors of the Company were eligiblegeeive stock option grants under the 1998 Dirstflan however, if approved at
the Annual Meeting, they will instead be eligibdereceive stock option grants under the 2001 DirstPlan. Employee directors were not
eligible to receive stock options under the 199&E&tors' Plan nor are they eligible to receive lstmtions under the 2001 Directors' Plan.

If approved at the Annual Meeting, the 2001 Diregt®lan will provide for an Initial Option grard purchase 20,000 shares of the Compi
Common Stock to Non-Employee Directors upon fiogting the Board (except that a director who wasmployee of the Company or
certain related entities or designated affiliates who subsequently becomes a Non-Employee Direstarresult of the termination of such
employment shall not be eligible to receive ani@hi®ption) and an Annual Option grant to purch&8#00 shares of the Company's
Common Stock at the time of each annual meetidoto-Employee Directors who continue to serve onBbard.

Options granted on or after January 17, 2000 utie 998 Directors' Plan, have exercise priceslgqube fair market value of the
underlying common stock on the date of grant, aest wver five years according to the following stifle: so long as the optionee continues
to serve as a NoBmployee Director or employee of, or consultantte, Company, 1/60th of the shares subject to plierowill vest on eac
monthly anniversary of the date of grant. Optiorentged between November 18, 1996 and January D6, @@der the Company's Non-
Employee Directors' Stock Option Plan (the "Pridgrebtors' Plan™), as amended by the Board of Dirsctand under the 1998 Directors' P
have exercise prices equal to the fair market vafibe underlying common stock on the date of grand vest over five years according to
the following schedule:

so long as the optionee continues to serve as aBxwrloyee Director or employee of, or consultantihe Company, 20% of the shares
subject to the option will vest on each of thetfisecond, third, fourth and fifth anniversariegta date of grant. Options granted under the
Prior Directors' Plan prior to November 18, 1996twaver five years according to the following salledso long as the optionee continues to
serve as a Non-Employee Director (or, as such npt@ve been amended by the Board, as an emplbgeeansultant to the Company),
20% of the shares subject to the option will veseach of the second, third and fourth anniversarighe date of grant, and the remaining
40% of such shares will vest on the fifth anniveys# the date of grant.

The term of all options under the Prior Direct®sin and the 1998 Directors' Plan is ten yearssict options generally expire 30 days after
the optionee ceases to be a Non-Employee Diregtgpjoyee or consultant (including those optionsitgd prior to November 18, 1996, as
amended). In the event that an optionee termirssiesce due to the optionee's (i) retirement at#yer older after nine years of service on
the Board ("Retirement") or

(i) due to permanent and total disability as definn Section 22(e)(3) of the Code, the option teittminate only upon expiration of the opt
term. In the event that an optionee terminatesc@due to the optionee's death or due to the pés termination due to permanent and
disability or Retirement and such termination ikodfeed by death, the vesting of all unvested shaiide accelerated in full as of the date of
the optionee's death and the option may be
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exercised in full at any time within one year ofsuermination. In addition to the foregoing, thesting of options granted under both the
Prior Directors' Plan and the 1998 Directors' Rlacelerate in connection with specified changeootrol transactions.

If any change is made in the stock subject to tiar Pirectors' Plan or the 1998 Directors' Plansabject to any option granted thereunder,
the Prior Directors' Plan and the 1998 Directol@hRnd options outstanding thereunder will be appately adjusted as to the type(s) and
maximum number of securities subject to such péarsthe type(s), number of securities and pricespare of stock subject to such
outstanding options.

During the fiscal year ended September 24, 2000uAhOptions to purchase an aggregate of 110,08@slof the Company's Common
Stock were granted pursuant to the 1998 DirecRiesi to Non-Employee Directors serving on the Baardiarch 7, 2000 (the annual
meeting date).

COMPENSATION OF EXECUTIVE OFFICERS
SUMMARY OF COMPENSATION

The following table shows, for each of the thresgdi years ended September 24, 2000, compensataded or paid to, or earned by the
Named Executive Officer:

LONG-TERM
COMPENSATION
ANNUAL o
COMPENSATION(1) SECURITIES
"""""""""" UNDERLYING ALL OTHER

NAME AND PRINCIPAL POSITION YEAR SALARY BONUS OPTIONS(#) COMPENSATION( 2)
Irwin Mark Jacobs .................... 2000 $872,591 $851,000 400,000 $703,870
Chairman of the Board and 1999 $773,085 $975,000 - $302,909
Chief Executive Officer 1998 $660,467 $555,000 3,840,000 $100,959
Richard Sulpizio ...........ccceeu. 2000 $648,128 $475,000 240,000 $259,905
President and 1999 $537,323 $540,000 - $ 32,133
Chief Operating Officer 1998 $413,154 $280,000 1,200,000 $ 50,801
Anthony S. Thornley .................. 2000 $479,818 $375,000 220,000 $235,862
Executive Vice President 1999 $402,125 $435,000 - $ 47,432
and Chief Financial Officer 1998 $327,636 $225,000 1,640,000 $ 3,515
Steven R. Altman ...................... 2000 $402,140 $300,000 160,000 $161,431
Executive Vice President, General 1999 $323,862 $340,000 - $ 27,015
Counsel and General Manager, 1998 $267,783 $175,000 880,000 $ 18,602

Technology Transfer and Strategic
Alliances Division

Donald E. Schrock ...........c.uve. 2000 $386,558 $285,000 120,000 $ 86,789
Senior Vice President, 1999 $329,814 $325,000 - $559,975
President, QCT Products Division 1998 $261,354 $250,000 1,120,000 $ 4,579

(1) As permitted by rules established by the SECamounts are shown with respect to certain "psiigsi’ where such amounts do not
exceed in the aggregate the lesser of 10% of bplugssalary or $50,000.

(2) Includes all other compensation as follows:
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COMPANY

MATCHING

401(K)
NAME YEAR CONTRIBUTIONS
Irwin Mark Jacobs ...... 2000 $4,725

1999 $3,125
1998 $2,659

Richard Sulpizio ....... 2000 $4,725
1999 $3,125
1998 $2,659

Anthony S. Thornley .... 2000 $5,129
1999 $3,125
1998 $2,255

Steven R. Altman ....... 2000 $4,725

Donald E. Schrock ...... 2000 $4,725

TOTAL OTHER
NAME COMPENSATION
Irwin Mark Jacobs ...... $703,870
$302,909
$100,959
Richard Sulpizio ....... $259,905
$ 32,133
$ 50,801
Anthony S. Thornley .... $235,862
$ 47,432
$ 3,515
Steven R. Altman ....... $161,431
$ 27,015
$ 18,602
Donald E. Schrock ...... $ 86,789
$559,975
$ 4,579

EXECUTIVE
EXECUTIVE RETIREMENT FINANCIAL SPLIT-DOLLA
BENEFITS STOCK  PLANNING LIFE
PAYMENTS MATCHING(1) SERVICES INSURANCE(2

$2,948  $137,785 $19,670 $60,001
$2,948  $118,812  $31,246  $146,778
$2,948 $76,576 $6,545 $12,231

$1,195 $103,587  $23,656 $ 1,341
$1,195 $17,589  $10,224 -
$1,195 $38,787 $8,160 --

$1,260 $177,578 - $ 988
$1,260  $ 43,047 - -
$1,260 - - -

$ 460 $69,872 $16,978 $ 200
$ 460  $23,430 - -

$ 460 $14,244 $1,239 -
$1,920 $80,144 - -
$1,920  $554,930 - -
$1,920 - - -
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$453,236  $25,505

$111,658  $13,742

$ 50,907 -

$67,972 $1,224

(1) The Company has a voluntary retirement plahaHaws eligible executives to defer up to 100%tafir income on a pre-tax basis. The
Company will match in stock, subject to vestingtoi50% of a participant's eligible contributiosigible contributions refer to: (a) 15% of
salary through December 31, 1998; (b) 15% of bqraid for fiscal years through 1997;
(c) 20% of bonus paid with respect to fiscal ye2@8; and (d) 20% of income on or after January9991 The values stated above are the
values of the Company's quarterly contributionshmir respective dates of contribution. Companytidoations begin vesting based on
certain minimum participation or service requiretseand are fully vested at age 65. After the dralfall year's contribution, that
contribution will then vest over a four-year perincequal installments of 25% per year. Employe& @ompany contributions are unsecured
and subject to the general creditors of the Compahg Compensation Committee approved a contribwfd 0,000 shares of Company
Common Stock to Mr. Schrock’s account, subjectitaré vesting requirements.

(2) Represents the economic benefit of the premipais by the Company for a split-dollar life insnca policy during the applicable fiscal
year.



2000 FISCAL YEAR STOCK OPTION GRANTS

The Company grants options to its executive offiaerder the 1991 Option Plan. As of December 40200tions to purchase a total of
111,055,287 shares were outstanding under the @®¢itn Plan, and options to purchase 50,278,30&eshramained available for grant
thereunder. During fiscal 2000, options to purchig440,000 shares were granted to Named Execuffieet3.

The following tables show for the fiscal year en@sgptember 24, 2000 certain information regardptipas granted to, exercised by and |
at year end by the Named Executive Officers.

INDI VIDUAL GRANTS

----------------------- POTENTIAL REA LIZABLE

NUMBER OF % OF TOTA L VALUE AT AS SUMED

SECURITIES OPTIONS ANNUAL RATES OF STOCK

UNDERLYING GRANTED T (0] OPTION TER M(2)

OPTIONS EMPLOYEES IN  EXERCISE EXPIRATION  ------meemeee- o
NAME GRANTED(1) FISCAL YEA R PRICE PER SHARE  DATE 5% 10%
Irwin Mark Jacobs........ 400,000 4.2% $83.50 11/11/09 $20,997,809 $ 53,208,380
Richard Sulpizio......... 240,000 2.5% $83.50 11/11/09 $12,598,685 $ 31,925,028
Anthony S. Thornley...... 220,000 2.3% $83.50 11/11/09 $11,548,795 $ 29,264,609
Steve R. Altman.......... 160,000 1.7% $83.50 11/11/09 $8,399,123 $ 21,283,352
Donald E. Schrock........ 120,000 1.2% $83.50 11/11/09 $6,299,343 $ 15,962,514

(1) These options were granted under the 1991 @jptian. These options have a grant price thatualdq the fair market value on the dat
grant. Such options vest according to the follonsngedule: 1/60th of the shares subject to th@woptill vest on each monthly anniversan
the date of grant, with vesting being contingerdgrupontinued service with the Company. Options géunder the 1991 Option Plan
generally have a maximum term of ten years.

(2) Potential gains are net of exercise price bafibre taxes associated with exercise. These asogtesent certain assumed rates of
appreciation only, in accordance with the SEC'sguRctual gains, if any, on stock option exercaesdependent on the future performance
of the common stock, overall market conditions #redoption holders continued employment throughviksting period. The amounts
reflected in this table may not necessarily beaad.

AGGREGATED OPTION EXERCISES AND FISCAL YEAR END OPT ION VALUES

NUMBER OF SECURITIES

UNDERLYING
UNEXERCISED OPTIONS VALUE OF UNE XERCISED
HELD AT IN-THE-MONEY O PTIONS AT
SHARES SEPTEMBER 24, 2000 SEPTEMBER 24, 2000(2)
ACQUIRED VALUE e seemeeeeeeeeeee e
NAME ON EXERCISE REALIZED EXERCISABLE UNEXERCISABLE EXERCISABLE U NEXERCISABLE
Irwin Mark Jacobs..... 1,944(1) $ 268,0 19 5,976,722 2,981,334 $401,704,499 $ 174,508,960
Richard Sulpizio...... 296,000 $27,509,3 60 1,156,000 1,368,000 $ 74,246,320 $ 77,430,720
Anthony S. Thornley... 80,000 $6,727,2 00 924,666 1,255,334 $58,841,440 $ 70,644,320
Steve R. Altman....... 194,032 $17,980,6 67 212,634 725,334 $12,357,209 $ 39,016,160
Donald E. Schrock..... 320,000 $18,803,7 60 20,000 964,000 - $ 57,074,400

(1) These reflect option shares transferred tolfamists on September 29, 1999, of which Dr. Jademeither a trustee for nor a beneficiary
of the trusts.

(2) Represents the closing price per share of tidenlying shares on the last day of the fiscal yess the option exercise price multiplied by
the number of shares. The closing value per shase$#3.00, on the last trading day of the fiscal yes reported on the Nasdaq National
Market.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION
None of the members of the Compensation Commitiealao employees or officers of the Comps
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REPORT OF THE COMPENSATION COMMITTEE OF THE
BOARD OF DIRECTORS ON EXECUTIVE COMPENSATION(1)

OVERVIEW

The Compensation Committee of the Board of Direc{tre "Committee") oversees the Company's exezgtwmpensation programs. The
Committee is composed of four outside directore Tommittee reviews and approves the compensatibespphy and program design, and
individual officer base salary, annual cash bomgstock option grants. Among other responsibdjtthe Compensation Committee reviews
and approves various officer and general emplogegensation and benefits policies and practices.

EXECUTIVE OFFICER COMPENSATION PHILOSOPHY

During the past several years, the Company haessftdly implemented an employee compensation shilby that delivers a total
compensation approach that includes market-seaditage salary, performance-based individual bonegesty participation, a unique
package of benefits, and a workplace environmeattdteates advantage for the Company within theeewly competitive high technology
business environment. Equity participation, ancalrbased employee ownership of the Company's s®akhieved through a stock option
program in which most employees are eligible tdip@ate, and an Employee Stock Purchase Plan.dppsoach enables the Company to
achieve industry-competitive performance in attracind retaining employees, and to align the @stisrof employees to the interests of
stockholders. The Company's compensation philoséphiys officers is similar to that of all employs

ANNUAL BASE SALARY

The Committee establishes the annual base salatyd@xecutive officers in line with their respililities and with external market
practices. In determining base salary, the Commit&iews information from third-party, nationatlgcognized surveys of similar high
technology companies. Individual officer salaries @stablished at appropriate levels comparaltleet@5th percentile of base salary pract
among the surveyed high technology companies.

ANNUAL INCENTIVE BONUS

The Executive Bonus Plan rewards achievement dfifspe levels of corporate revenue and earningssidin revenue and earnings where
appropriate, and individual performance. Officars aligible to receive a pre-determined portionhafir base salary as a targeted annual
incentive bonus. A pre-determined formula, whidtetinto account revenue and earnings performayaiest the annual plan approved by
the Board of Directors, is used to determine tharftially-based component of the bonus award. fithieidually-based component of the
bonus award is based upon discretionary assesa&neath officer's performance and contributiorht® €ompany during the prior fiscal ye

LONG-TERM EQUITY COMPENSATION

The Company grants stock options throughout tharoegtion to provide long-term incentives and akgmployee and stockholder interests.
Individual grants are based on various factorduing performance and contribution, value of cotnenexercisable options, estimated value
of proposed option grant and market practices.

(1) The material in this report is not "solicitingaterial,” is not deemed filed with the SEC andasto be incorporated by reference in any
filing of the Company under the Securities Act 883, as amended, or the Securities Exchange Ad®4, as amended, whether made
before or after the date hereof and irrespectivengfgeneral incorporation language in any sudagfil
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Stock options are granted at an option price etputle fair market value of the Company's Commartisbn the date of the grant and are
subject to vesting over five years. The option imgsperiod is designed to encourage employees tk with a long-term view of the
Company's welfare and to establish their long-teffitiation with the Company. It is also designedréduce employee turnover and to retain
the knowledge and skills of valued staff.

Section 162(m) of the Code limits the Company teduction for federal income tax purposes of noentban $1 million of compensation
paid to certain Named Executive Officers in a tdeatear. Compensation above $1 million may be diediit it is "performance-based
compensation” within the meaning of the Code. Thenflensation Committee has determined that the ExedBonus Plan and stock optic
granted by the Compensation Committee under thep@agis 1991 Option Plan or the 2001 Option Plah @it exercise price at least equal
to the fair market value of the Company's Commarison the date of grant shall be treated as "pmdace-based compensation.”

CHAIRMAN AND CHIEF EXECUTIVE OFFICER SALARY

Dr. Irwin Mark Jacobs, a founder of the Compang,tlee Company to a successful year in fiscal 28@tough revenues for fiscal 2000
reflected a 19% decrease from fiscal 1999 reveraftes, taking into account the reduction in reventesulting from the Company's
divestiture of its terrestrial CDMA wireless consemphone and infrastructure businesses, the Comgarigved a 173% increase in earnings
per share over fiscal 1999. The Company completedral major strategic initiatives during fiscaD20 including the creation of Wingcast,
LLC with the Ford Motor Company, the acquisitionSfapTrack, Inc., and the sale of the CDM#sed consumer phone business to Kyo

In accordance with the policies noted above, aetitkof fiscal 1999 the Committee set Dr. Jacadsaf 2000 base salary at $873,000, a 13%
increase over fiscal 1999. In consideration ofi@slership during fiscal 2000 and the Companyaieial performance, at the end of fiscal
2000 the Committee awarded Dr. Jacobs a $850,000sband a stock option grant to purchase 280,08@slof the Common Stock at an
exercise price of $86.00 per share. The $850,000% 13% less than the bonus awarded to Dr. ddooffiscal 1999, and the stock option
grant is 30% less than the stock option grantigmal 1999 performance.

COMPENSATION COMMITTEE
Jerome S. Katzin, Chairman
Diana Lady Dougan
Duane A. Nelles
Marc I. Stern
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REPORT OF THE AUDIT COMMITTEE(1)

The following is the report of the Audit Committedth respect to the Company's audited financiakst&nts for the fiscal year ended
September 24, 2000.

The Audit Committee has reviewed and discusse€tmapany's audited financial statements with managénThe Audit Committee has
discussed with PricewaterhouseCoopers LLP, the @axgip independent accountants, the matters recuaireel discussed by Statement of
Auditing Standards No. 61, COMMUNICATION WITH AUDITOMMITTEES which includes, among other items, m&trelated to the
conduct of the audit of the Company's financialesteents. The Audit Committee has also receivedenritdisclosures and the letter from
PricewaterhouseCoopers LLP required by IndependStaredards Board Standard No. 1, which relatesg@tcountant's independence from
the Company and its related entities, and has s&clwith PricewaterhouseCoopers LLP their indepecs from the Company.

The Audit Committee acts pursuant to the Audit Catiaa Charter, a copy of which is attached as Appetil” to this Proxy Statement.
Each of the members of the Audit Committee qualifie an "independent” Director under the currstihty standards of National Association
of Securities Dealers.

Based on the review and discussions referred taeglibe Audit Committee recommended to the ComgaBgard of Directors that the
Company's audited financial statements be inclinl¢lde Company's Annual Report on Form 10-K forfikeal year ended September 24,
2000.

AUDIT COMMITTEE
Duane A. Nelles, Chairman
Adelia A. Coffman
Neil Kadisha
Jerome S. Katzin

(1) The material in this report is not "solicitingaterial," is not deemed filed with the SEC andasto be incorporated by reference in any
filing of the Company under the Securities Act 883, as amended, or the Securities Exchange Ad®4, as amended, whether made
before or after the date hereof and irrespectivengfgeneral incorporation language in any sudgfil
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PERFORMANCE MEASUREMENT COMPARISON

The following graph compares total stockholder meton the Company's Common Stock since Septemher9®5 to two indices: the
Standard & Poor's 500 Stock Index (the "S&P 508 the Nasdaq Total Return Index for Communicati®guipment Stocks, SIC 3660-
3669 (the "Nasdag-Industry"). The S&P 500 tracksdbgregate price performance of the equity séesidf 500 U.S. companies selected by
Standard & Poor's Index Committee to include legadiompanies in leading industries and to refleetWhS. stock market. The Nasdag-
Industry tracks the aggregate price performancesgaity securities of communications equipment camgstraded on the Nasdaq National
Market and the Nasdag SmallCap Market. The totatmefor the Company's stock and for each indexrmass the reinvestment of dividends,
and is based on the returns of the component caepamrighted according to their capitalization®fthe end of each annual period. Except
for the shares of Leap Wireless International, issued to stockholders as a dividend on Septe2het998, dividends have never been
declared on the Company's stock. The Company's @on8tock is traded on the Nasdaqg National Markdtisia component of each of the
S&P 500 and the Nasdag-Industry.(1)

COMPARISON OF CUMULATIVE TOTAL RETURN ON INVESTMENT ~ SINCE
SEPTEMBER 22, 1995(2)

EDGAR REPRESENTATION OF DATA POINTS USED IN PRINTED GRAPHIC

PEER
Nasdaq
USE FOR Industry
GRAPH 3660-3669
last traded QC S &P 500 SIC baselin
9/22/95 100 100 100 $100.00

9/27/96 92.69 120.34 107.63 $100.00
9/26/97 119.28 169.01 120.52 $100.00
9/25/98 108.51 184.3  77.99 $100.00

9/24/99 806.38 235.54 184.06 $100.00
9/22/00 124255 266.83 305.53 $100.00

[eNeoNoNeNoNeNo]

Note: Historical stock price performance is notessarily indicative of future price performan

The Company's closing stock price on Septembe2@29, the last trading day of the Company's 208¢afiyear, was $73.00 per share.

(1) The material in this report is not "solicitingaterial,” is not deemed filed with the SEC andasto be incorporated by reference in any
filing of the Company under the Securities Act 883, as
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amended, or the Securities Exchange Act of 193dnanded, whether made before or after the dagmhand irrespective of any general
incorporation language in any such filing.

(2) Shows the cumulative total return on investnesstuming an investment of $100 in each of the Goiyppthe S&P 500 and the Nasdag-
Industry on September 22, 1995. All returns are@reg as of the Company's fiscal year end, whig¢hadast Sunday of the month in which
the quarter ends, whereas the numbers for the $RRife calculated as of the last day of the manthhich the quarter ends.

OTHER MATTERS

The Board of Directors knows of no other mattees thill be presented for consideration at the Anilieeting. If any other matters are
properly brought before the meeting, it is theniten of the persons named in the accompanyingypt@xote on such matters in accordance
with their best judgment.

A copy of the Company's Annual Report on Form 1faKthe fiscal year ended September 24, 2000]ed fith the SEC, excluding
exhibits, may be obtained by stockholders withduatirge by written request addressed to Investortieeta 5775 Morehouse Dr., San Diego,
California 92121-1714 or may be accessed on tleriat at: http://www.qualcomm.com/IR.

By Order of the Board of Directors

/sl | RWN MARK JACOBS

Irwin Mark Jacobs

CHAI RVAN OF THE BOARD

AND CHI EF EXECUTI VE OFFI CER

January 15, 2001
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APPENDIX 1
ESTABLISHMENT OF AUDIT COMMITTEE.

WHEREAS, it is deemed to be in the best intereSsti@Company and its stockholders to establisAwdit Committee, made up of
independent members of the Board of Directorsydeoto assist, evaluate and make recommendatgasding who will serve as the
Company's independent public accountants, and totardhe propriety and ethical implications of teém transactions between the Company
and its employees, officers and members of the ofaDirectors,

RESOLVED, that an Audit Committee of this Boarddifectors be, and it hereby is, established, withrhembers to be selected at a future
meeting of the Board of Directors;

RESOLVED FURTHER, that the purposes and objectivb® Audit Committee shall be to (1) study, reviamd evaluate the Company's
accounting, auditing and reporting practices, idirig internal audit and control functions, andeove as a focal point for communication
between non-committee directors, the independarduatants and the Company's management and (2jontnainsactions between (a) the
Company and (b) its employees, officers and memdieifse Board of Directors, or any affiliates oétforegoing;

RESOLVED FURTHER, that the Audit Committee shaédull power and authority to carry out the folloy responsibilities:

1. Make recommendations to the full Board of Dicestannually regarding the firm of certified pubdiccountants to be employed by the
Company as its independent auditors for the ensgeag, and make recommendations regarding otheéoppate courses of action to be ta
in connection with services performed for the Comyplay the independent auditors;

2. Review the engagement of the independent asditmiuding the scope, extent and procedureseétiuit, the compensation to be paid
therefor and all other matters the Committee desgppsopriate;

3. Have familiarity, through the individual efford$ its members, with the accounting and reporgirigciples and practices applied by the
Company in preparing its financial statements idiclg without limitation the policies for recognitiaf revenues in financial statements;

4. Review with management and the independent@sdiipon completion of their audit, financial léstior the year, as reported in the
Company's financial statements, supplemental discés to the Securities and Exchange Commissiother disclosures;

5. Assist and interact with the independent auslitororder that they may carry out their dutiethie most efficient and cost effective manner;

6. Evaluate the cooperation received by the indégenauditors during their audit examination, idéhg their access to all requested records,
data and information, and elicit the comments ohagement regarding the responsiveness of the indepéauditors to the Company's
needs;

7. Review the Company's balance sheet, profit assl $tatement and statements of cash flows ankhstiders' equity for each interim peri
and any changes in accounting policy that haveroedwduring the interim period;

8. Review and approve all professional servicesigeal to the Company by its independent auditotsa@msider the possible effect of such
services on the independence of such auditors;

9. Consult with the independent auditors and diseuith Company management the scope and qualityterinal accounting and financial
reporting controls in effect;



10. Investigate, review and report to the full Rbaf Directors the propriety and ethical implicatsoof any transactions, as reported or
disclosed to the Committee by the independent axgliemployees, officers, members of the Boardicéddors or otherwise, between (a) the
Company and (b) any employee, officer or membéhefBoard of Directors of the Company, or any &ifils of the foregoing;

11. The Audit Committee is responsible for ensuitageceipt from the independent auditors of anfalrwritten statement delineating all
relationships between the independent auditor Ba@obmpany, consistent with Independence Standards] Standard 1, and the Audit
Committee is responsible for actively engaging diadogue with the independent auditor with respeciny disclosed relationships or
services that may impact the objectivity and indej@ace of the independent auditor and for takinggecommending that the full board take,
appropriate action to oversee the independendeedhtiependent auditor;

12. The independent auditor is ultimately accouetainthe Board of Directors and the Audit Comndtt&€he composition of the Audit
Committee shall be compliant with applicable NAS®ihg standards; and

13. Perform such other functions and have such pawenay be necessary or convenient in the efficied lawful discharge of the foregoil

RESOLVED FURTHER, that the Audit Committee is toahat least three
(3) times per year, and as many additional timab@€ommittee deems appropriate; and

RESOLVED FURTHER, that minutes of each meetingtarge prepared and sent to committee members, nierabthe Board of Director
who are not members of the Audit Committee andtberetary of the Company.
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APPENDIX 2
FINANCIAL INFORMATION

The following is certain financial information dfé Company that was originally filed with the SECNovember 3, 2000 as part of the
Company's Annual Report on Form 10-K for the figezdr ended September 24, 2000. The Company hamdettaken any updates or
revisions to such information since the date it wiaginally filed with the SEC. Accordingly, youeencouraged to review such financial
information together with subsequent informatidadiby the Company with the SEC and other pubksigilable information.

MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED S TOCKHOLDER MATTERS

MARKET INFORMATION. The Common Stock of the Compaisytraded on the Nasdaqg National Market undesytmebol "QCOM." The
following table sets forth the range of high and leales prices on the National Market of the Comi@totk for the periods indicated, as
reported by Nasdag. Such quotations representdet@ler prices without retail markup, markdown emenission and may not necessarily
represent actual transactions.

HIGH ($) LOW ($)

FISCAL 1999
First Quarter 7.50 4.72
Second Quarter 14.99 6.33
Third Quarter 34.38 13.56
Fourth Quarter 49.75 31.28
FISCAL 2000
First Quarter 130.53  45.33
Second Quarter 200.00 105.63
Third Quarter 162.56  59.98
Fourth Quarter 78.75 51.50

As of October 31, 2000, there were 9,793 holdersodrd of the Common Stock. On October 31, 20@®)dst sale price reported on the
Nasdag National Market for the Common Stock wasHbper share. The Company has never paid cagtedid$ on its Common Stock a
has no present intention to do so.

On April 14, 1999, the Company's Board of Directideslared a two-foone stock split of the Company's common stock énftinm of a stoc|
dividend. The stock dividend was distributed on M8y 1999 to stockholders of record on April 21999

On November 2, 1999, the Company's Board of Dirsaileclared a four-for-one stock split of the Conymcommon stock and an increase
in the number of authorized shares of common stot¢kree billion shares. The stock was distribudirddecember 30, 1999 to stockholder
record on December 20, 1999.

All references to per share amounts have beentedsiareflect each of these stock splits.
SELECTED CONSOLIDATED FINANCIAL DATA

The following balance sheet data and statemeritecofe for the five years ended September 30, P@8hbeen derived from the Company's
audited consolidated financial statements. Conateitibalance sheets at September 30, 2000 anchh@i98e related consolidated statements
of income and of cash flows for each of the threary in the period ended September 30, 2000 aed ttatreto appear
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elsewhere herein. The data should be read in cotijumwith the annual consolidated financial stateis, related notes and other financial
information appearing elsewhere herein.

YEARS ENDED SEPTEMBER 30(1)

2000 1999 1998 1997 1996

(IN THOUSANDS EXCEPT PER SHARE DATA)
STATEMENT OF INCOME DATA:

REVENUES.......ccceviiieiiieiin $3,196,780 $3,937,299 $3,347,870 $2,096,365 $ 813,85 0
Operating expenses:

Cost of revenues.................... 1,507,122 2,485,072 2,333,399 1,518,006 535,86 1
Research and development............ 340,407 381,139 349,483 235,922 162,34 0
Selling, general and

administrative.................... 342,940 425,118 409,291 235,816 123,08 5

Amortization of goodwill and other
acquisition-related intangible

ASSELS..uiiiiiiieeee e 145,643 823 1,056 372 - -
Purchased in-process technology..... 60,030 -- 6,976 -- - -
Other(2).....ccccovveevieeinnenn 78,000 240,007 5,000 8,792 - -

2,474,142 3,532,159 3,105,205 1,998,908 821,28 6

Operating income (10sS)............... 722,638 405,140 242,665 97,457 (7,43 6)

Interest expense..........c........ (4,923 ) (14,698) (8,058) (11,012) (3,35 4)

Investment income (expense), net.... 494,191 24,576  (46,663) 45,266 37,41 7
Distributions on Trust Convertible

Preferred Securities of subsidiary

trUSE e (13,039 ) (39,297) (39,270) (23,277) - -
Other(3)....ccoeeeeeeiiieinnn (2,062 ) (69,035) - - - -
Income before income taxes.......... 1,196,805 306,686 148,674 108,434 26,62 7
Income tax expense(4)............... (526,594 ) (105,807) (40,142) (16,500) (5,60 0)
Netincome........ccccceevvvennnnn. $ 670,211 $ 200,879 $ 108,532 $ 91,934 $ 21,02 7

$ 034 $ 020 $ 017 $ 0.0 4
$ 031 $ 018 $ 0.16 $ 0.0 4
Shares used in per share
calculations(5):
BasiC.....ccceviiieiiiieiiee 717,205 594,714 553,623 538,681 524,46 0
Diluted 800,121 649,889 591,697 575,097 562,67 8
BALANCE SHEET DATA:
Cash, cash equivalents and marketable
SECUNMLIES...cevveeiiieeieeenne $2,520,914 $1,684,926 $ 303,324 $ 808,858 $ 354,28 1
Working capital...........ccceeuee.. 2,257,687 2,101,861 655,611 982,117 425,23 1
Total assets............. ... 6,062,982 4,534,950 2,566,713 2,274,680 1,185,33 0
Bank lines of credit - 112,000 151,000 110,000 80,70 0
Company-obligated mandatorily
redeemable Trust Preferred
Securities of a subsidiary trust
holding debt securities of the
CoMPaNY....cccoveeiieeaiinainen. - 659,555 660,000 660,000 - -
Total stockholders' equity............ $5,516,328 $2,871,755 $ 957,596 $1,024,178 $ 844,91 3

(1) The Company's fiscal year ends on the last &uimdSeptember. As a result, fiscal 1996 inclusizsveeks.
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(2) Consists of charges related to the sale ofafhrestrial-based CDMA consumer phone busineseargoyee termination costs in 2000,
asset impairment and other charges related tcalbeo$ the terrestrial CDMA wireless infrastructimesiness and restructuring charges in
1999, and asset impairment charges in 1998 and (k@&7-"Management's Discussion and Analysis ddiéral Condition and Results of
Operation™).

(3) In 2000, consists of non-operating chargededlto amounts advanced to Metrosvyaz and theseleba contingent liability due to a
settlement. In 1999, consists of financial guarasiten projects which the Company will no longersperas a result of the sale of the
terrestrial CDMA wireless infrastructure businerd #he write-off of assets related to an investniretihe Ukraine and loans to an investee of
Leap Wireless (see--"Management's Discussion aralyais of Financial Condition and Results of Opieray.

(4) Includes the tax benefit of $22 million in 198@m a reduction in the valuation allowance toogatize deferred tax assets.

(5) The Company effected a two-for-one stock spltay 1999 and a four-for-one stock split in Det®m1999. All references to number of
shares and per share amounts have been restaitdldtd these stock splits.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATION

Except for the historical information containeddiar the following discussion contains forward-loakstatements that involve risks and
uncertainties. QUALCOMM's future results could difimaterially from those discussed here. Factaisdbuld cause or contribute to such
differences include, but are not specifically liedtto: potential declines in the rate of growtlthe CDMA subscriber base; risks associated
with the scale-up, acceptance and operations of EBjtems, including high data rate, now known>dS\1 (previously HDR), and 3G
technology; potential component shortages; riskse@ated with strategic opportunities or acquissiodivestitures and investments the
Company may pursue, including investments in nemiwres and operators, and the proposed spin-af aftegrated circuit and system
software business; risks related to the abilitgustain or improve operational efficiency and pedfility; risks relating to the success of the
Globalstar business; developments in current arréulitigation; the ability to develop and introaucost effective new products in a timely
manner; the Company's ability to effectively manggewth; the intense competition in the wirelessyoounications industry; risks associated
with the timing and collection of license fees aagalties; risk associated with international besim activities; and risks related to accounts
receivable and finance receivables, as well astier risks detailed in the Company's report omFd0-K. The Company's consolidated
financial data includes SnapTrack, Inc. and otloeesolidated subsidiaries of the Company.

OVERVIEW

QUALCOMM designs, develops, manufactures, and ntaritigiital wireless communications products andises based on its CDMA
technology. The Company licenses and receivestogalyments on its CDMA technology from major dotieand international
telecommunications suppliers. In addition, the Campdesigns, manufactures and distributes produnciprovides services for its
OmniTRACS system. The Company has contracts witb&@star to design, develop and manufacture consanteground communications
equipment. On July 25, 2000, QUALCOMM announced thiatends to spiroff its integrated circuits and system softwaraigohs busines
In connection with this announcement, QUALCOMM dila Current Report on Form 8-K dated July 25, 2000.

Revenues from hardware product sales are recontat shipment, or when risk of loss passes to tkmer, if later. Revenue from services
is recorded when earned. Revenue from long-terntracts, including technology development agreemeéstecognized using the
percentage-of-completion method, based on costsried to date compared with total estimated c@iliings on uncompleted contracts in
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excess of incurred cost and accrued profits assifiad as unearned revenue. Estimated contrasgdosre recognized when determined.

License fees are recognized when delivery requingsrigave been met and collection is probable. Rpyavenue is recorded as earned in
accordance with the specific terms of each licemgeement when reasonable estimates of such anmgamtse made. Beginning with the
second quarter of fiscal 1998, the Company begacdtaue its estimate of certain royalty revenuesexhthat previously could not be
reasonably estimated prior to being reported bijaensees.

The Company recognizes software license revenua atef the following criteria are met: executioha written agreement; delivery of
software; the license fee is fixed and determinaddéectibility of the proceeds is assessed asdprobable; and vendor-specific objective
evidence exists to allocate the total fee to eléamehmultiple-element arrangements. Vendor-spedifijective evidence is based on the price
charged when an element is sold separately, atifet sold separately, the price established Ilyaaized management or a substantive
renewal rate for post-contract customer supporedomed revenue consists primarily of fees relatesbttware licenses under which the
Company has not met delivery requirements or fatfilbther contractual obligations.

STRATEGIC INVESTMENTS

In July 2000, Ford Motor Company and QUALCOMM annoed the creation of a new company, Wingcast \ilatevelop and deliver
wireless mobility services, including safety andwséy, information and communications, and enfartent and mobile commerce, into cars
and trucks. QUALCOMM committed to contribute $128lion to the initial capital of Wingcast, of which75 million is payable in cash and
$50 million is payable in non-cash consideratiodAQCOMM may be further committed to fund an addité $75 million in cash upon
vehicle manufacturers committing to enable cenalumes of vehicles to use Wingcast's services.

In March 2000, the Company purchased 42 millioneSeB Preferred units, representing an approxirhd% undiluted interest, in Ignition, a
venture firm formed to fund, mentor and build wasd Internet start-up companies. The Company atsved a warrant to purchase four
million common units at $0.46 per unit. The Compamde capital contributions of $17 million duringcil 2000 and will be required to
provide $25 million in additional equity contribatis over five years.

QUALCOMM also makes strategic investments in maakkst equity and debt securities from time to tiDering fiscal 2000, QUALCOMM
invested $144 million in NetZero, Inc., $150 mifliin Leap Wireless International, Inc., and $198iom in Korea Telecom Freetel. For a
discussion of these investments, see Note 4 t€dmsolidated Financial Statements.

In June 2000, the FCC awarded a $125 million AucBiscount Voucher (ADV) to QUALCOMM to use in aRCC spectrum auction for
one or more licenses over a period of up to thesgs Fully transferable, the ADV may be used ioletor in part by any entity in any
auction, including those in which QUALCOMM is nopatrticipant. The FCC award is in response to a 1999 U.S. Court of Appeals
decision in which the FCC was ordered to desigQad&L COMM a "pioneer" under the Commission's Piore€reference program, and
grant QUALCOMM spectrum forthwith. The FCC awardbd ADV to QUALCOMM in lieu of granting spectrumwb auctions, one in the
700 MHz band and one for licenses reclaimed froomér C-block license holders, have been scheduyeldéoFCC over the next several
months. The Company is currently exploring oppdties to participate in these auctions directlytoough a partnership or consortium with
other parties or to sell the ADV to a third paffyne Company will record the realized value of tHa\Aif it is sold.
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ACQUISITION

In March 2000, the Company completed the acquisitioall of the outstanding capital stock of Snag’lks; a developer of wireless position
location technology, in a transaction accountecafoa purchase. The purchase price was approxin®dtddillion, representing the value of
QUALCOMM shares issued to effect the purchasey#iee of vested and unvested options and warractsa@ged at the closing date and
estimated transaction costs of $2 million. Theipriglary allocation of purchase price, based onetstenated fair values of the acquired assets
and assumed liabilities, reflects acquired goodafis948 million, purchased in-process technolofg$60 million and other intangible assets
of $34 million. Tangible assets acquired and litib8 assumed were not material to the Companyanfiiial statements. The Company exg

to finalize the purchase price allocation withiregrear and does not anticipate material adjustneritee preliminary purchase price
allocation. Amounts allocated to goodwill and otheangible assets are amortized on a strdightbasis over their estimated useful lives
years. The acquisition has been treated as -cash transaction in the statement of cash flows.

Purchased in-process technology was expensed wpoisaion because technological feasibility hatl been established and no future
alternative uses existed. The fair values for eddhe inprocess technologies were determined by estim#timgesulting net cash flows frc
such products after their completion and commaerzitibn, discounting the net cash flows to presaie, and applying the percentage
completion of the projects thereto. The fair vabfien-process technology was determined to be $#iibm including Multimedia ASIC ($27
million), Server Release 2.0 ($23 million), DSP &&ale 2.0 ($8 million) and the pager product ($2onil. Net cash flow projections were
made based on an assessment of customer needseangected pricing and cost structure. Due tdinhieed operational history of
SnapTrack, its relatively new technologies and lafckiperating profit before the acquisition dates €xpense and margin assumptions on
which the cash flow projections were based, diignificantly from the historical performance. A amngful comparison between projecti
and historical performance could not be made atiétte of acquisition.

DSP Release 2.0 is the software solution for pmsitietermination to be implemented on cellular @sMDSP Release 2.0 was expected to be
completed in June 2000, with commercialization avaderial cash flows beginning in 2001. As an al¢iue technology, SnapTrack was also
developing Multimedia ASIC, a standalone hardwatat®n based on a time domain approach. The Meltiim ASIC is intended to provide

a low cost solution and time-to-market advantageSfmapTrack's customers. At the date of the adeprisithe project was expected to be
completed and commercialized in September 2000, nvéterial cash flows beginning in 2001. The paeduct was intended to allow the
use of a pager product as a tracking device byigiray a position location enabled two-way pagintuson. The project was scheduled for
completion in May 2000; commercialization and mialesash flows were expected to begin in 2001. $bever Release 2.0 was being
developed to support cellular phones for positietedmination. Server Release 2.0 was also designeapport SnapTrack's pager product.

The cost of equity was determined by combiningsk-fiee rate of return with an equity risk premiomltiplied by a volatility factor that is
based on the performance of common stock pricesyafar publicly traded companies. Employing thdaga, the discount rate attributable to
the business was 19.0%, which was used for vakeomgpleted technology. The discount rate includitor that takes into account the
uncertainty surrounding the successful developroktite purchased in-process technology. Considehiegtage of completion and the
technological risks, the risk-adjusted discoure raed in the discounted cash flow model was 249 &P Release 2.0, Multimedia ASIC
and the Server Release 2.0, and 26.5% for the pageduct.

All of the in-process technologies mentioned abloaé their system design and detailed hardware @iihndage designs completed; testing,
software implementation, integration testing phdsss either not started or were incomplete at #ie df acquisition. Stage of completion
was estimated by considering time, cost, and coxitplef tasks completed prior to the acquisitioregsercentage of total time, cost
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and effort required for the total project to acleig¢gchnological feasibility. The concluded completpercentages were 77% for DSP Release
2.0, 67% for Multimedia ASIC, 67% for Server Reke&s0, and 47% for the pager product.

An inability to complete the in-process technolegthin the expected timeframes could materially aojpfuture revenues and earnings.
QUALCOMM began to benefit from the purchased ingass technology in fiscal 2000 and is continuousbyitoring its development
projects. Management believes that the assumptisexd on the valuation of purchased in-process t#oby reasonably estimate the future
benefits attributable to the purchased in-procesisitology. No assurance can be given that actsaltsewill not deviate from those
assumptions in future periods.

GLOBALSTAR

The Company continues to provide services andosetiucts under a number of development and prazluctntracts involving the
Globalstar System. Revenues resulting from theesgesits with Globalstar for fiscal 2000, 1999 anéi8l@ere $219 million, $435 million
and $373 million, respectively. Because telephgrs¢esns using low-Earth-orbit satellites are a nemmercial technology, demand for
Globalstar's service is uncertain. If Globalstélsfto generate sufficient cash flow from operasishrough the marketing efforts of its service
providers, it might be unable to fund its operaiiogts or service its debt. On June 30, 2000, Gtdradefaulted on a $250 million bank
facility that QUALCOMM partially guaranteed in 199As a result of this default, QUALCOMM's guaramigs called, and QUALCOMM
paid $22 million to the subject banks in full stition of this guaranty. Pursuant to an agreeraetéred into in 1996, Globalstar caused
QUALCOMM to accept, in satisfaction of QUALCOMM'silsrogation rights, a subordinated promissory negaed by Globalstar with a
principal amount equal to the amount QUALCOMM paidler its guaranty (the Globalstar Promissory Ndthg Globalstar Promissory
Note bears interest at LIBOR plus 3%, and princgral interest are due and payable in full on Jin&G03.

In September 2000, Globalstar Telecommunicationsited (GTL) announced an agreement with Bear Sge&r@o. Inc. under which Bear
Stearns will invest, subject to certain conditioms,to $105 million in GTL common shares. GTL ipublicly traded company that owns an
approximate 40% interest in Globalstar. Globalkts drawn down approximately $33 million of thisdincing. Additional draws are
contingent upon the GTL stock price trading aboyeiee of $4.50 per share. Globalstar concurresmiyounced that five of its founding
partners and a sixth partner will provide additiceguity financing. Under the terms of their suljstion agreements, QUALCOMM, Loral
Space & Communications, Vodafone, Elsacom, T.EI8.Aand ChinaSat agreed to invest $68 million inLG®&mmon shares. Of this
amount, $56 million has been funded to date, inoly&12 million from QUALCOMM. GTL will use all preeeds to purchase partnership
interests in Globalstar, which, in turn, will u$etproceeds for general corporate purposes in@dutipital expenditures, operations and
interest payments.

At September 24, 2000, the Company had approximn&&18 million in net asset exposure related tbitsiness with Globalstar, including
receivables, inventory, deferred costs, unearneehiges, and investmerglated assets. The value of QUALCOMM's investnieind future
business with Globalstar, as well as QUALCOMM'digbio collect outstanding receivables from Gladial, depends on the success of
Globalstar and the Globalstar System.

DIVESTITURE

In February 2000, the Company sold its terrestiéeded CDMA wireless consumer phone business, imgtts phone inventory,
manufacturing equipment and customer commitmentsybcera. Under the agreement with Kyocera, Kya@greed to purchase a majority
of its CDMA integrated circuit sets and systemwafie requirements from QUALCOMM for a period ofdiyears. Kyocera will continue its
existing royalty-bearing CDMA license agreementm@UALCOMM. QUALCOMM received $242 million, includg interest, during fiscal
2000 for the net assets sold.



As part of the agreement with Kyocera, QUALCOMMrfard a new subsidiary that has a substantial nuofteEmnployees from
QUALCOMM Consumer Products business to provideises/to Kyocera on a cost-plus basis to supporicksess phone business for up to
three years. In addition, selected employees of @QPH % owned consolidated subsidiary of the Comyjaaudl manufacturer of phones for
QUALCOMM, were transferred to Kyocera. As a coratitof the purchase, QPE paid down and cancellgd/@sevolving credit agreemen

FISCAL 2000 COMPARED TO FISCAL 1999

Total revenues for fiscal 2000 were $3,197 millemmpared to $3,937 million for fiscal 1999. The mese in revenue for fiscal 2000 was
primarily due to a decrease in the terrestrial CDMifeless consumer phone product revenue as & stk sale of this business in
February 2000, a decrease in the wireless infretstrel product revenue related to the sale of théness in May 1999 and a decrease in
average selling prices of integrated circuits, eiffsy significant increases in royalty revenuesiandDMA integrated circuits unit volume.
Revenue from one South Korean customer, Samsurmty&cs Company, by the QCT and QTL segments cizsegian aggregate of 11%
and 9% of total revenues in fiscal 2000 and fid©49.

Cost of revenues for fiscal 2000 was $1,507 mildompared to $2,485 million for fiscal 1999. Thease in cost of revenues was prim:
due to a decrease in the terrestrial CDMA wiretgsssumer phone product costs as a result of tkeo§#the business in February 2000, a
decrease in the wireless infrastructure produdssaedated to the sale of this business in May 1888 a reduction in the unit cost of
integrated circuits, offset by a significant incgean CDMA integrated circuits unit volume. Costrefenues decreased as a percentage of
revenues to 47% for fiscal 2000 from 63% for fist@®9. This is primarily due to a change in busir&sategy resulting in a higher
percentage of revenues from high margin integrait®dits and system software and royalties and foeeenues from lower gross margin
terrestrial CDMA wireless consumer phones and gtftecture businesses exited in fiscal 2000 andifis899, respectively. Cost of revenues
as a percentage of revenues may fluctuate in fupuaeters depending on mix of products sold, coitipetpricing, new product introduction
costs and other factors.

For fiscal 2000, research and development expemses$340 million or 11% of revenues, compared3®1$million or 10% of revenues for
fiscal 1999. The decrease in research and develupexpenses was due to a decrease in terrestrislAOBireless consumer phone and
infrastructure product research and developmeatrasult of exiting these businesses, offset byeamsred integrated circuit product initiatives
and software development efforts and new 1xXEV petsiu

For fiscal 2000, selling, general and administeatxpenses were $343 million or 11% of revenuaspemed to $425 million or 11% of
revenues for fiscal 1999. The dollar decreaselimgegeneral and administrative expenses fromafid 999 was due to a decrease in
marketing costs in terrestrial CDMA wireless consumphone products as a result of the sale of tembss in February 2000 and a decrease
in selling, general and administrative expensesdioestrial CDMA wireless infrastructure produatsa result of the sale of this business in
May 1999, partially offset by continued growth ierponnel and associated overhead expenses necessapport other growing business
operations, employer payroll tax on employee noalitied stock option exercises and investor refaiexpenses.

Amortization of goodwill and other acquisition-ridd intangible assets increased to $146 milliorfifmal 2000 compared to $1 million for
fiscal 1999, primarily due to the acquisition ofé@iirack in March 2000.

Purchased in-process technology of $60 milliorfiral 2000 resulted from the acquisition of Snakr Purchased in-process technology
was expensed upon acquisition because technoldgesibility had not been established and no fudlbernative uses existed.

For fiscal 2000, other operating expenses werendiilibn, compared to $240 million for fiscal 1999ther operating expenses during fiscal
2000 were comprised primarily of charges to refteetestimated



difference between the carrying value of the nsétsand the consideration received from Kyocdedee to the sale of the terrestrial CDMA
wireless consumer phone business, less costsltasglemployee termination costs. During fisce8#94,2he Company recorded $66 million
charges to reflect the difference between the aagryalue of the net assets to be sold to Ericsswhthe net consideration received and
various license and settlement agreements in ctiongberewith, $43 million in charges to reduce tarrying value of certain other assets
related to its terrestrial CDMA wireless infrastiwre business, $15 million in restructuring charged $74 million in compensation benefits
provided to employees transferred to Ericsson.

Interest expense was $5 million for fiscal 2000npared to $15 million for fiscal 1999. The decreass due to decreased bank borrowings
by QPE and the subsequent payoff and cancellafitmedQPE bank lines of credit in February 2000.

Net investment income was $494 million for fiscBD2 compared to $25 million for fiscal 1999. Thergase was primarily due to a $z
million realized gain on the sale of marketableusigies, interest earned on higher cash balancésn@rest earned on finance receivables.

Distributions on Trust Convertible Preferred Setbesidecreased to $13 million for fiscal 2000 coredato $39 million for fiscal 1999 as a
result of conversions of the 5 3/4% Trust ConvégtiPreferred Securities outstanding into commoakstburing the second quarter of fiscal
2000, all remaining Trust Convertible Preferred 8iiies were converted into common stock.

During fiscal 2000, the Company recorded $2 milliomet non-operating other charges, including $ian in charges relating to amounts
advanced to Metrosvyaz, and the release of a $ibmdontingent liability due to a settlement. Dhgifiscal 1999, the Company recorded $69
million in non-operating charges, including $37Irait related to the Ericsson transaction and $l6anirelated to the write-off of non-
operating assets.

Income tax expense was $527 million for fiscal 286tpared to $106 million for fiscal 1999. The aareffective tax rate was 44% for fis
2000, compared to 35% for fiscal 1999. The highemate is primarily a result of nondeductible gfear for purchased in-process technology
and amortization of goodwill and higher pre-taxréags relative to tax deductions. The Company hasiged a valuation allowance on its
net deferred tax assets because of uncertaintydiegaheir realizability due to the expectatioattdeductions from future employee stock
option exercises and related deductions will exdagde taxable income.

FISCAL 1999 COMPARED TO FISCAL 1998

Total revenues for fiscal 1999 were $3,937 milllampared to $3,348 million for fiscal 1998. Revegoewth for 1999 was primarily due to
increased sales of CDMA integrated circuits andnghoroducts, significant growth in royalties angldgment of commercial gateways in
Globalstar System.

Cost of revenues for fiscal 1999, which consisteaharily of cost of sales of CDMA integrated cirtsiand phone products, was $2,485
million compared to $2,333 million for fiscal 199Bhe increase in cost of revenues primarily refléatreased shipments of phone products
and deployment of commercial gateways. The decrieasest of revenues as a percentage of revenug3oin fiscal 1999 from 70% in
fiscal 1998 primarily reflects operational effic@es, volume discounts obtained from suppliersiantbased royalty revenue.

For fiscal 1999 research and development expenses $881 million or 10% of revenues, compared #0$38illion or 10% of revenues for
fiscal 1998. The increase in research and developmgenses was primarily due to new integratezlitiproduct initiatives and software
development efforts, offset by a decrease in taiad€DMA wireless infrastructure product reseaestd development as a result of the sale
of the business in May 1999.



For fiscal 1999, selling, general and administexxpenses were $425 million or 11% of revenuespamed to $409 million or 12% of
revenues for fiscal 1998. The increase in sellygneral and administrative expenses for fiscal Y88 primarily attributable to continued
growth in personnel and associated overhead expemsessary to support the overall growth in then@any's operations and increased
patent and information technology expenses, offget decrease in marketing expense for terre @A wireless infrastructure products,
including reduced headcount and proposal activity.

Amortization of goodwill and other acquisition-rid intangible assets was $1 million for each s¢dl 1999 and fiscal 1998.

During fiscal 1998, the Company acquired substiyniél of the assets of Now Software, Inc. for $bllion. In connection with this asset
purchase, acquired in-process research and devetdaph$7 million, representing the fair value ofterare products still in the development
stage that had not yet reached technological féiasilvas expensed at the acquisition date.

During fiscal 1999, other operating expenses wadd3nillion, compared to $5 million for fiscal 1998 March 1999, the Company sold
certain assets related to its terrestrial CDMA iege infrastructure business to Ericsson. Otheratipgy expenses during fiscal 1999 were
comprised primarily of $74 million in compensatibanefits provided to employees transferred to BEaos$66 million in charges to reflect
the difference between the carrying value of thieassets to be sold and the net considerationwett@ind various license and settlement
agreements in connection therewith, $43 milliocharges to reduce the carrying value of certairratissets related to its terrestrial CDMA
wireless infrastructure business, $34 million retbtio the impairment of receivables and other assetonnection with Leap Wireless'
decision to withdraw its support for MetrosvyazdLtand $15 million in restructuring charges. btél 1998, the Company recorded a $5
million non-cash charge to operations relating to the impaitrotleased manufacturing equipment that is nodonged in the manufacturi
process. The $5 million charge represented themastd total cost of related lease obligationspfhestimated recoveries.

For fiscal 1999, interest expense was $15 milliompared to $8 million for fiscal 1998. This increas the result of increased bank
borrowings during fiscal 1999.

Investment income, net was $25 million in fisca@@Tompared to investment expense, net of $47amiftor fiscal 1998. During fiscal 1999,
the Company recognized interest income of $50 ami)lminority interest in income of consolidated sidiaries of $13 million, and $15

million equity in losses of investees as compaceidterest income of $39 million, minority interéstincome of consolidated subsidiaries of
$48 million, and $21 million in equity in lossesinfestees in fiscal 1998. The minority interegressents other parties' or stockholders' share
of the income or losses of consolidated subsidiaimeluding QPE, a joint venture with Sony. Mingiinterest for fiscal 1998 includes the
impact of restructuring QPE. Equity in losses ofeistees for all periods indicated relates to then@any's ownership interests in domestic
international CDMA-based wireless telecommunicaibnsinesses and joint ventures. The majority e$elinvestments were transferred to
Leap Wireless as part of the spin-off. The Compaley recorded a $20 million non-cash charge toewoft its investment in NextWave
Telecom Inc. during fiscal 1998 as a result of glibses of NextWave Telecom, Inc. filing for banktcy protection under Chapter 11 of the
U.S. Bankruptcy Code in June 1998.

Distributions on Trust Convertible Preferred Setbesiof $39 million in each of fiscal 1999 and &5&998 relate to the private placement of
$660 million of 5 3/4% Trust Convertible Preferi@ecurities by QUALCOMM in February 1997.

During fiscal 1999, the Company recorded $69 millio non-operating charges, including $37 milliarréserves provided for financial
guarantees on projects which the Company will myés pursue as a result of the Ericsson transad&bnmillion related to the impairment
of non-trade receivables from Metrosvyaz, and $ilbom related to the write off of TOU assets.

9



Income tax expense was $106 million for fiscal 188fhpared to $40 million for fiscal 1998, resultimgmarily from higher pretax earnings
and a higher effective tax rate for fiscal 199¢ampared to fiscal 1998. The annual effective &z for fiscal 1999 was 35%, excluding the
effect of the reinstatement of the 1998 R&D taxdarescorded in fiscal 1999, compared to 30% fecdi 1998. The higher tax rate was a
result of higher earnings relative to the growttR&fD tax credits.

QUALCOMM SEGMENT RESULTS
CDMA TECHNOLOGIES SEGMENT (QCT)

QCT segment revenues for fiscal 2000 were $1,23®mcompared to $1,133 million for fiscal 199%rRings before taxes for fiscal 2000
were $392 million compared to $428 million for i8d999. Revenue growth was primarily due to insegiacustomer demand for CDMA
integrated circuits in the United States, Southdéprand Japan, offset by a decrease in averagesalices of integrated circuits. The
decrease in earnings before taxes was due to sexteasearch and development related to integeatadt product initiatives, including new
1XEV products, and software development effortgpragimately 52 million MSM integrated circuits weseld during fiscal 2000, compared
to approximately 39 million for fiscal 1999.

TECHNOLOGY LICENSING SEGMENT (QTL)

QTL segment revenues for fiscal 2000 were $705aniltompared to $454 million for fiscal 1999. Eags before taxes for fiscal 2000 were
$633 million compared to $405 million for fiscal9d® Growth in revenue and earnings before taxesawasrily due to additional license
fees and royalties received from licensees regpuftiom an increase in worldwide demand for CDMAdgurots.

WIRELESS SYSTEMS SEGMENT (QWS)

QWS segment revenues for fiscal 2000 were $72Iamitompared to $940 million for fiscal 1999. Eaugs before taxes for fiscal 2000 w:
$272 million compared to $20 million for fiscal 1M%Revenues decreased due to the sale of certmisasf the Company's terrestrial CDMA
wireless infrastructure business in May 1999 t@$3n, the completion of the delivery of the Glstal gateways and nearing completion of
the Globalstar development work, offset by incrda®enniTRACS domestic and international unit demand messaging revenue and
increased Globalstar phone sales. The Companyesthigpproximately 56,000 OmniTRACS and other relamdmunication systems during
fiscal 2000, compared to approximately 49,000sndl 1999. The Company shipped approximately 28@00alstar portable and fixed
phones in fourth quarter of fiscal 2000, for a clative total of approximately 99,000 Globalstartabie and fixed phone units shipped since
production began in September 1999.

Earnings before taxes increased due to the salert#in assets related to the Company's terre&BMA wireless infrastructure business in
May 1999 to Ericsson and an increase in interesirite and fees on finance receivables. During fi28a0, the Company recognized
previously unamortized loan fees in connection i pay off and cancellation of certain crediilihes, including the Leap facility.

LIQUIDITY AND CAPITAL RESOURCES

The Company anticipates that its cash and caslvalgats and marketable securities balances of $215lion at September 24, 2000,
including interest to be earned thereon, will bedu® fund its working and other capital requiretseimcluding investments in other
companies and other assets to support the growts lofisiness, financing for customers of CDMA asfiructure products in accordance with
the agreement with Ericsson, and other commitmémthe event additional needs for cash ariseCii@pany may raise additional funds
from a combination of sources including potentigbdand equity issuance. On July 25, 2000, QUALCOM®&t a Registration Statement on
Form S-1 related to an initial public offering dfases of common stock for Spinco. Spinco would thédhet proceeds of the offering to
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funds available for its working capital and gene@iporate purposes, including product developraadtselling and marketing.

The Company has an unsecured credit facility umdech banks are committed to make up to $400 nnilliorevolving loans to the
Company. The facility expires in March 2001 and rbayextended on an annual basis upon maturity Camepany is currently obligated to
pay commitment fees equal to 0.175% per annum @nilused amount of the facility. The facility ingés certain restrictive financial and
operating covenants. At September 24, 2000, there wo amounts or letters of credit issued or antihg under the facility.

In fiscal 2000, $812 million in cash was providgddperating activities, compared to $182 milliorcash provided by operating activities in
fiscal 1999. Cash provided by operating activitieiscal 2000 includes $1,296 million of net cdllw provided by operations offset by $4
million of net working capital requirements. Thepraved cash flow from operations primarily refletite increase in net income resulting
from improved gross margins and higher interestrime. Net working capital requirements of $484 millprimarily reflect increases in
finance receivables and decreases in accounts leagadh accrued liabilities, offset by a decreasa&citounts receivable. The increase in
finance receivables in fiscal 2000 resulted fromfihancing of contract payments under the devetgragreement with Globalstar and
customers of CDMA infrastructure products in acemce with the agreement with Ericsson, and theedses in accounts payable, accrued
liabilities and accounts receivable are primartlyilbuted to the sale of the terrestrial CDMA was$ consumer phone business.

In fiscal 2000, $786 million in cash was used by @ompany in investing activities, including $274lion for business acquisitions and
investments in unconsolidated entities, $596 niliio net purchases of marketable securities an@ $iilion in capital expenditures, offset
by $242 million in proceeds from the sale of thedstrial-based CDMA wireless consumer phone bgsinEhe Company is increasing its
strategic investment activities to promote the dwitie adoption of CDMA technology products and ghewth of CDMA-based wireless
data and CDMA-based wireless Internet productssaftions. The Company generally enters into sgiateansactions with CDMA carriers
and companies that have developed or are develapiogative technologies for the wireless indusiige Company also provides equipm
financing to facilitate the marketing and sale &NA equipment by licensed manufacturers and ernitgesjoint ventures with strategic
partners that are designed to increase wireleggeumad dependence on wireless devices. The Congsmynakes investments in entities
such as venture funds or incubators focused owitidess market. The Company expects to continudnmgasignificant investments in other
entities.

In fiscal 2000, the Company's financing activifpsvided $28 million, including $144 million fronhé issuance of common stock under the
Company's stock option and employee stock purcplases, offset by $112 million in net repaymentsemidank lines of credit. In fiscal 19¢
the Company's financing activities provided netoafs$1,270 million, primarily from the sale of comon stock.

At September 30, 2000, commitments to extend lengrfinancing to CDMA customers of Ericsson totadggroximately $255 million,
which the Company expects to fund over the nextyears. Such commitments are subject to the customeeting certain conditions
established in the financing arrangements and astmases, to Ericsson also financing a portissuoh sales. Commitments represent the
estimated amounts to be financed under these &mzerys; actual financing may be in lesser amounts.

The Company intends to provide up to $400 milliéfimancing to entities deploying CDMA wirelesséebmmunications networks to enable
such entities to finance the purchase of CDMA istftacture equipment and associated services.

At September 30, 2000 and 1999, $504 million angB$aillion in interest bearing financed amounts &88 million and $171 million in
accounts receivable, respectively, were outstanfiorg Globalstar. In
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May 2000, the Company and Globalstar signed deffnagreements to finance current and future conhprayments. The financing bears
interest at 6% and is payable in quarterly instafita beginning January 15, 2001 through Augus2@63. At September 30, 2000, $18
million in future contract billings, including urt@d receivables at September 30, 2000, are exghéatiee eligible for financing under the
financing agreement with Globalstar.

The Company makes strategic investments in compadnét have developed or are developing innovativeless data applications and
wireless carriers that promote the worldwide deplept of CDMA and 1xEV systems. The Company is cottemiito invest $150 million in
Ignition and Wingcast over the next five years. éing commitments related to other strategic investis total $66 million at September 30,
2000, which the Company expects to fund in fis€@ll2 Such commitments are subject to the investeesding certain conditions; actual
equity funding may be in lesser amounts. It ispracticable to estimate the fair value of theseatments as the investments are
predominantly closely held and not publicly tradad.investee's failure to successfully develop pravide competitive products and servi
due to lack of financing, market demand or unfakitga&conomic environment could adversely affectiviilee of the Company's investment
in the investee. There can be no assurance thatvwbstees will be successful in their efforts.

Negotiations are underway whereby QUALCOMM wouldaace up to $200 million to fund certain Latin Arean telecommunicatior
projects. The financing is expected to be in thenfof convertible debt with a 5-year term, beaiimgrest at LIBOR ranging from plus 4% to
12% depending on the final terms.

On December 22, 1999 and April 25, 2000, the Compeml Pegaso Telecomunicaciones, S.A. de C.V. §&¢ga wireless
telecommunications operating company investee apl\Wireless, executed commitment letters, in wktiehCompany agreed to underwrite
up to $500 million of debt financing to Pegaso &advholly-owned subsidiary, Pegaso Comunicacign8gstemas, a CDMA wireless
operating company in Mexico. The debt financing ldaronsist of a $250 million senior secured fagiind a $250 million unsecured facili
The debt facilities are expected to have final mgés of seven to eight years. The Company culydrats approximately $206 million in
interest bearing receivables from Pegaso and hamgieed a $175 million bridge facility. The Comp#negotiating an amendment to the
$175 million facility to increase the amount avhiato $300 million and to extend the term from Mmber 2000 to June 2001. The bridge
facility will be prepaid and cancelled upon fundiofgeither the $250 million senior secured facititythe $250 million unsecured facility.

In addition to the debt financing commitment to 8sgy the Company has $6 million of letters of dradd $16 million of other financial
guarantees outstanding as of September 30, 2086, afovhich are collateralized.

On October 24, 2000, the Company agreed to in\2& $illion in the convertible preferred sharedrmfuam Limited (Inquam). Inquam is a
venture fund formed to acquire, own, develop andaga wireless telecommunication systems, eithectiir or indirectly, with the primary
intent of deploying CDMAbased technology. In October 2000, the Companyefdi®l0 million of this investment and advanced éditiona
$10 million under a promissory note that mature©etober 31, 2001 and bears interest at 10%. Thep@ay expects to fund its remaining
equity commitment over three years.

FUTURE ACCOUNTING REQUIREMENTS

In June 1998, the Financial Accounting Standardsr8@¢9FASB) issued Statement of Financial Accounstandards No. 133 (FAS 133),
"Accounting for Derivative Instruments and Hedgihgtivities." In May 1999, the FASB delayed the efige date of FAS 133 by one year.
The Company will be required to adopt FAS 133 fecdl year 2001. This statement establishes a negiehfior accounting for derivatives
and hedging activities. Under FAS 133, certainwdgives must be recognized as assets and liabikitiel measured at fair value. The
Company is not currently engaged in hedging a@iwitThe
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Company will record certain derivative assets aalillties at fair value as a result of the adoptas this standard. Upon adoption, the
Company expects to record a gain on derivativeunstnts of approximately $217 million as a cumukagffect of a change in accounting
principle. Future gains and losses on these ingtnisnwill be recorded in the income statement.

In December 1999, the Securities and Exchange Cssioni (SEC) issued Staff Accounting Bulletin No118AB 101), "Revenue
Recognition in Financial Statements." In June 2@06,SEC staff amended SAB 101 to provide regisiratith additional time to implement
SAB 101. The Company will be required to adopt SKB. by the fourth quarter of fiscal 2001. The Compdoes not expect the adoption of
SAB 101 to have a material effect on its consoéiddtnancial position or results of operation.

QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKE T RISK

INTEREST RATE MARKET RISK. The Company has fixedt@me securities consisting of cash equivalentsrarestments in marketable
debt securities. Investments in marketable dehitrgéxs are classified as available-for-sale and-b@maturity. Interest income earned on
Company's short-term fixed income investment podfis affected by changes in the general levdl @. interest rates, while interest income
earned on long-term investments is not affectetiémear term. (See Note 4 to the ConsolidatechEiabStatements for information about
investments in marketable debt securities.)

Finance receivables bear interest at both fixedvanidble rates (see Note 5 to the Consolidatedrféial Statements for information about
finance receivables). Interest earned on certaamfie receivables is at variable interest ratessaaffected by changes in the general level of
U.S. interest rates and/or LIBOR. Fair values wélty as interest rates change.

The Company has other notes receivable from thartgs included in other assets. These facilitesy linterest at variable rates. Interest
earned on credit facilities included in other assetffected by changes in LIBOR, and fair valukk wary as interest rates change.

The following table provides information about thempany's financial instruments that are sensitwehanges in interest rates. All financial
instruments are held for purposes other than tgadinr the Company's fixed income investment pbafdéinance receivables and credit
facilities in other assets, the table presentscjpal cash flows and related weighted-average yaelkebst and contractual interest rates for
fixed income securities and finance receivablestioer credit facilities, respectively, by expectedturity dates. Additionally, the Company
has assumed that its fixed income securities andasienough to aggregate those securities forgmtesion purposes.

INTEREST RATE SENSITIVITY PRINCIPAL AMOUNT BY EXPEC TED MATURITY
AVERAGE INTEREST RATE (DOLLARS IN MILLIONS)

NO SINGLE
2001 20 02 2003 2004 2005 THEREAF TER MATURITY TOTAL
Fixed income securities.......... $1,206 $ 364 $ 136 $ 15 $ 13 $ - - $ 148 $1,882
Interest rate.........c.ccco..... 6.6% 7.1% 7.2% 7.5% 7.4% 7.3%
Finance receivables:
Fixed rate.........cccvveenne $ 106 $ 152 $ 301 $ 1 $ 1 $ 11 5 $ 675
Interest rate.................. 8.4% 9.3% 9.3% 12.0% 12.0% 9. 2%
Variable rate (LIBOR).......... $ 22 - $ 23 $ 110 $ 77 $ 3 2 $ 264
Margin over LIBOR.............. 5.0% 5.0% 5.5% 5.1% 5. 6%
Credit facilities in other
ASSEeLS....ovviiieiiieena $ 4 - $ 22 $ - % - $ - - $ 26
Margin over LIBOR................ 4.5% 3.0%
FAIR
VALUE
Fixed income securities.......... $1,882
Interest rate.............c.c..
Finance receivables:
Fixed rate..........cc.coeennne $ 562
Interest rate..................
Variable rate (LIBOR).......... $ 264

Margin over LIBOR..............
Credit facilities in other

EQUITY PRICE RISK. The Company received a warrantonnection with the Leap Wireless spin-off toghase Leap Wireless common
stock at $6.11 per share. At September 24, 20@0Ctmpany is entitled to purchase 4.5 million sbafd_eap Wireless common stock (see
Notes 1 and 2 to the Consolidated Financial Statésrfer a description of the Company's accountiolicy for this instrument and furth
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information). The recorded and fair values of trernant are $28 million and $250 million, respediiyat September 24, 2000. The estimated
fair value of the warrant is directly correlatednwovements in the price of the Leap Wireless stdbtle warrant is held for purposes other t
trading.

The Company holds available-for-sale securitiejesuitto equity price risk. The recorded and failuea of available-for-sale securities total
$426 million at September 24, 2000. The fair valolethese securities are directly correlated tontlaeket prices of the securities. The
available-for-sale securities are held for purpaxbsr than trading.

The Company's investments in other entities cossilsstantially of investments accounted for unterequity and cost methods that are
predominantly closely held and not publicly trad&dese investments are held for purposes othertthdimg. Accordingly, the Company
believes that its exposure to market risk from ¢hiegsestments is not material.

FOREIGN EXCHANGE MARKET RISK. See Note 1 to the Gofidated Financial Statements for a descriptiothefCompany's foreign
currency accounting policies and information altbetCompany's currency exposure management praclibe Company manages its
exposure to foreign exchange market risks, whemdeeappropriate, through the use of derivativerfiia instruments, consisting primarily
of forward contracts. Derivative financial instrumi& are viewed as risk management tools and aneseot for speculative or trading
purposes. At September 24, 2000, the Company h&oreign currency forward contracts outstanding.

Financial instruments held by consolidated subgikaand equity method investees which are notméreted in the functional currency of
those entities are subject to the effects of cugrdluctuations, which may affect reported earnings a global concern, the Company faces
exposure to adverse movements in foreign currerclgange rates. At the present time, the Companyhmdge currency exposures
associated with certain assets and liabilities denated in nonfunctional currencies and certaiicgdted nonfunctional currency
transactions. As a result, the Company could sufif@nticipated gains or losses on anticipated doreurrency cash flows, as well as
economic loss with respect to the recoverabilitineestments. While the Company may hedge centairsactions with non-U.S. customers,
declines in currency values in certain regions nfayot reversed, adversely affect future prodadts because the Company's products may
become more expensive to purchase in the coumitfithe affected currencies.

Finance receivables from the Company's internatiomstomers that do not use the U.S. dollar ag thactional currencies subject the
Company to credit risk. Because the Company's Gimanis dollar denominated, any significant chamgthe value of the dollar against the
debtors' functional currencies could result inrmréase in the debtor's cash flow requirementscanldl thereby affect the ability of the
Company to collect its receivables. At September2BOO0, finance receivables from international coers totaled $397 million.

The analysis methods used by the Company to aasdswitigate risk discussed above should not bsidered projections of future risks.
CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE
None.
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REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors and Stockholders of QUALEOMM Incorporated:

In our opinion, the accompanying consolidated bzdasheets and the related consolidated statemieintsome, of cash flows and of
stockholders' equity present fairly, in all materespects, the financial position of QUALCOMM Inperated and its subsidiaries at
September 30, 2000 and 1999, and the results infaperations and their cash flows for each ofttiree years in the period ended September
30, 2000 in conformity with accounting principlesngrally accepted in the United States of Ameiiteese financial statements are the
responsibility of the Company's management; oysamasibility is to express an opinion on these frahstatements based on our audits. We
conducted our audits of these statements in aceoedaith auditing standards generally acceptetiéritnited States of America, which
require that we plan and perform the audit to ebtagsonable assurance about whether the finastataiments are free of material
misstatement. An audit includes examining, on tildasis, evidence supporting the amounts and diss in the financial statements,
assessing the accounting principles used and &ignifestimates made by management, and evaluagngverall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

PricewaterhouseCoopers LLP

San Diego, California
November 3, 200
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QUALCOMM INCORPORATED
CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT PER SHARE DATA)

ASSETS
Current assets:
Cash and cash equivalents..............c.c.......
Marketable securities.....
Accounts receivable, net
Finance receivables.......
Inventories, Net...........ceeeevevnvnvvinnnnns
Other current assets..........ccccvvvvveeeenens

Total current assetS........cccvvveeeeenen.
Property, plant and equipment, net.................
Marketable securities................coeevvvvnns
Finance receivables, net.............ccccvvveeeeee.
Goodwill, net................. .
Other assetS......cccvvvveeeeiiiineeeeeieieninns

Total assets..........ccoeeevecvvvvenennns

LIABILITIES AND STOCKHOLDER
Current liabilities:
Trade accounts payable............cccceeeenee
Payroll and other benefits related liabilities...
Other current liabilities
Unearned revenue......
Bank lines of credit...............ccccovuvnnnne

Total current liabilities.
Other liabilities..............coeeveviviveennns

Total liabilities.........c.cccvveeeeeenn..

Commitments and contingencies (Notes 4, 12 and 15)
Minority interest in consolidated subsidiaries (Not

Company-obligated mandatorily redeemable Trust Conv
Preferred Securities of a subsidiary trust holdin
debt securities of the Company...................

Stockholders' equity:

Preferred stock, $0.0001 par value; issuable in s
8,000 shares authorized; none outstanding at
September 30, 2000 and 1999....................

Common stock, $0.0001 par value; 3,000,000 shares
authorized; 747,651 and 646,363 shares outstand
September 30, 2000 and 1999 (Note 9)...........

Paid-in capital.............coooeviiiiiiineens

Retained earnings........cccccceveeeeeveniinnnns

Accumulated other comprehensive (loss) income....

Total stockholders' equity...................

Total liabilities and stockholders' equity...

See accompanying notes.
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SEPTEMBER 30,

2000 1999
......... $ 716,871 $ 660,016
......... 1,055,522 954,415
......... 606,979 883,640
......... 128,515 26,377
......... 85,366 257,941
......... 136,727 195,849
......... 2,729,980 2,978,238
......... 431,705 555,991
......... 748,521 70,495
......... 799,404 548,482
......... 821,834 1,833
......... 531,538 379,911
......... $6,062,982 $4,534,950
S'EQUITY
......... $ 112,856 $ 309,701
......... 128,836 148,710
......... 162,182 249,896
......... 68,419 56,070
......... -- 112,000
......... 472,293 876,377
......... 27,718 75,667
......... 500,011 952,044
e12)... 46,643 51,596
ertible
g solely
......... -- 659,555
eries;
ing at
......... 75 65
......... 4,653,818 2,587,899
......... 871,090 200,879
......... (8,655) 82,912
......... 5,516,328 2,871,755
......... $6,062,982 $4,534,950




QUALCOMM INCORPORATED
CONSOLIDATED STATEMENTS OF INCOME
(IN THOUSANDS, EXCEPT PER SHARE DATA)

YEARS ENDED SEPTEMBER 30,

2000 1999 1998

REVENUES......oooecviieciiecee e $3,196,780 $3,937,299 $3,347,870

Operating expenses:
Cost of revenues.................
Research and development

...... 1,507,122 2,485,072 2,333,399
...... 340,407 381,139 349,483

Selling, general and administrative.......c...... . 342,940 425,118 409,291
Amortization of goodwill and other acquisition-re lated
intangible assets.......ccccoeevviccceees L 145,643 823 1,056

Purchased in-process technology........ccccoeee.e. L 60,030 - 6,976

Other. o 78,000 240,007 5,000
Total operating Xpenses.......ccccveeeeevccees . 2,474,142 3,532,159 3,105,205
Operating iINCOMEe.....cccovvvviviiiiiiiiieeeeeeee 722,638 405,140 242,665
Interest eXPenSe....ccccveveveveeeeeeeieeieeeeeeee (4,923) (14,698) (8,058)
Investment income (expense), net.......coeeeeeeeee Ll 494,191 24576  (46,663)
Distributions on Trust Convertible Preferred Securi ties

...... (13,039) (39,297) (39,270)
...... (2,062) (69,035) -

Income before income taxes.........coeevevvveeeeee L 1,196,805 306,686 148,674
Income tax provisSion......ccccceeeeeevevevcciceeeee (526,594) (105,807) (40,142)
NEetiNCOME.....cooviiiiiiiiie e $ 670,211 $ 200,879 $ 108,532
Net earnings per common share:
BaSIiC..cooiiiiiiic e $ 093 $ 034 $ 0.20
Diluted...cooiiiiiiieiiieei e $ 08 $ 031 $ 0.18
Shares used in per share calculations:
BaSIC..cooii i 717,205 594,714 553,623
Diluted.....coooviiiiiiiiiii e 800,121 649,889 591,697

See accompanying notes.
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QUALCOMM INCORPORATED
CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

YEARS ENDED SEPTEMBER 30,

2000 1999 1998
OPERATING ACTIVITIES:
NEtINCOME. ..o $ 670,211 $ 200,879 $ 108,532
Depreciation and amortization.........ccccccceee.. L 243,842 158,429 141,892
Purchased in-process technology........cccooeee.e. L 60,030 -- 6,976
Restructuring, impairments and other non-cash cha rges
and creditS.....coovvveeiiciiiee 88,953 269,449 25,000
Gain on sale of available-for-sale securities.... ... (270,132) (5,663) -
Minority interest in income of consolidated
subsidiaries.....cccoovvveiiiiiiieeeieeee 6,264 13,066 48,366
Equity in losses of investees......cccccceeeeeee. L 15,117 15,140 20,731
Non-cash income tax provision (benefit).......... . ... 481,621 (96,595) (55,581)
Increase (decrease) in cash resulting from change sin:
Accounts receivable, net.........ccooceeeeeee. L 233,281  (275,846) (166,827)
Finance receivables, net.........ccccceeeeeeee. L (372,072) (304,546) (232,451)
Inventories, Net.......coovvvvvvveveenen. (68,776) 40,102  (161,380)
Other current assets......ccooceevvvceeeeeneee L (21,507) (7,048)  (66,603)
Trade accounts payable........cccccoceeeeeee L (164,756) (5,826) 100,706
Accrued liabilities......cccccoeeeeeveeeeeeees L (99,976) 179,633 174,113
Unearned revenue... ———— 10,012 (10,495) 22,039
Other liabilitieS......cocovvevviiieeeeeeee L - 11,554 9,820
Net cash provided (used) by operating activities... ... 812,112 182,233 (24,667)
INVESTING ACTIVITIES:
Capital expenditures.........cccoeeeevvcve. L (163,182) (180,237) (321,566)
Purchases of available-for-sale securities....... ... (993,512) -- --
Proceeds from sale of available-for-sale securiti es.... 571,492 7,163 --
Purchases of held-to-maturity investments........ ... (1,392,310) (858,108) (269,833)
Maturities of held-to-maturity investments....... ... 1,218,189 150,873 702,376
Issuance of notes receivable.........ccccceeec... . . (229,916) (171,982) (124,765)
Collection of notes receivable....... . 229,654 45,754 -
Proceeds from sale of businesses................~ .. 246,990 98,097 -
Business acquisitions and investments in other
ENLES. .o (273,668)  (43,568) (117,217)
Otheritems, Netu.vveeeeeeeiiiiiiieeee L 281 (3,350) (2,995)
Net cash used by investing activities............. ... (785,982) (955,358) (134,000)
FINANCING ACTIVITIES:
Net reduction in borrowings under bank lines of
Credite i (112,000)  (39,000) 41,000
Net proceeds from issuance of common stock....... ... 143,768 1,311,925 51,556
Spin-off of Leap Wireless International, Inc..... .. -- -- (10,000)
Other items, Net.....ccooevevviiiiieiiies L (4,148) (2,621) 3,120
Net cash provided by financing activities........... ... 27,620 1,270,304 85,676
Effect of exchange rate changes on cash............. ... 3,105 (13,009) --
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S..... 56,855 484,170 (72,991)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR..... ... 660,016 175,846 248,837
CASH AND CASH EQUIVALENTS AT END OF YEAR........... . ...... $ 716,871 $ 660,016 $ 175,846

See accompanying notes.
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QUALCOMM INCORPORATED
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(IN THOUSANDS)

A CCUMULATED
COMMON STOCK OTHER
————————————————————————————— PAID-IN RETAINED CcoO MPREHENSIVE
SHARES AMOUNT CAPITAL EARNINGS IN COME (LOSS) TOTAL
BALANCE AT SEPTEMBER 30, 1997..... 544,995 $ 54 $ 906,266 $ 117,798 $ 60  $1,024,178
Components of comprehesive income:
Net income............coeueee - -- - 108,532 - 108,532
Foreign currency translation.... - -- - - (1,738) (1,738)
Total comprehensive income.... 106,794
Exercise of stock options......... 10,317 1 32,147 - - 32,148
Tax benefit from exercise of stock
OPLiONS....oevveriieiiiieene - -- 17,125 - - 17,125

Issuance for Employee Stock
Purchase and Executive

Retirement Plans................ 3,774 - 19,408 - - 19,408
Issuance of common stock upon

exercise of warrant (Note 9).... 5,640 1 1) -- -- --
Spin-off of Leap Wireless

International, Inc. (Note 2).... -- -- (15,727) (226,330) -- (242,057)
BALANCE AT SEPTEMBER 30, 1998..... 564,726 56 959,218 - (1,678) 957,596
Components of comprehesive income:

Net income..........ccooueunee - - - 200,879 - 200,879

Foreign currency translation.... -- -- -- -- (26,100) (26,100)

Change in unrealized gain on
securities, net of income

taxes of $74,410.............. - - - - 110,690 110,690
Total comprehensive income.... 285,469
Exercise of stock options......... 48,994 5 205,223 -- -- 205,228
Tax benefit from exercise of stock
OPLONS...cvviviiieiiiiees - -- 290,817 - - 290,817

Issuance for Employee Stock
Purchase and Executive

Retirement Plans.... 4,994 1 31,570 - - 31,571
Stock based compensation

EXPENSE.....cccvviiiiieinnns -- -- 8,613 -- -- 8,613
Sale of common stock.............. 27,600 3 1,079,312 - - 1,079,315
Issuance of common stock upon

conversion of Trust Convertible

Preferred Securities............ 49 -- 445 - - 445
Spin-off of Leap Wireless

International, Inc. (Note 2).... - -- 12,701 - - 12,701
BALANCE AT SEPTEMBER 30, 1999..... 646,363 65 2,587,899 200,879 82,912 2,871,755
Components of comprehesive income:

Netincome.........ccccoeueene -- -- -- 670,211 -- 670,211

Foreign currency translation.... - - -- -- 2,756 2,756

Change in unrealized gain on

securities, net of income

taxes of $45,185.............. -- -- -- -- 67,216 67,216
Reclassification adjustment for

gains included in net income,

net of income taxes of

$108,593....ceeiiieinne -- -- -- -- (161,539) (161,539)

Total comprehensive income....

Exercise of stock options and

Warrants.........cccoeeeeeenee 22,101 2 109,825 - - 109,827
Tax benefit from exercise of stock
OPLONS...cviiriiieiiiiees - -- 217,846 - - 217,846

Issuance for Employee Stock
Purchase and Executive

Retirement Plans................ 749 -- 31,186 - - 31,186
Stock based compensation

EXPENSE.....ccovviiiireinnne -- -- 25,400 -- -- 25,400
Shares issued for business

aCqUISIIONS.......c.ccveiiens 5,815 1 1,036,940 - - 1,036,941

Issuance of common stock upon
conversion of Trust Convertible

Preferred Securities... 72,623 7 644,722 - - 644,729

BALANCE AT SEPTEMBER 30, 2000..... 747,651 $ 75 $4,653,818 $ 871,090 $ (8,655) $5,516,328

See accompanying notes.
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QUALCOMM INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1. THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES
THE COMPANY

QUALCOMM Incorporated (the Company or QUALCOMM)Peelaware corporation, designs, develops, manufestand markets digital
wireless communications products and services baséts Code Division Multiple Access (CDMA) techHogy. The Company licenses and
receives royalty payments on its CDMA technologynirmajor domestic and international telecommunicetisuppliers. In addition, the
Company designs, manufactures and distributes ptedund provides services for its OmniTRACS systEne Company has contracts with
Globalstar L.P. (Globalstar), a partnership fornteedevelop, own, and operate a worldwide, low-Eanthit satellite-based
telecommunications system (the Globalstar Systengesign, develop and manufacture consumer anthgroommunications equipment.

PRINCIPLES OF CONSOLIDATION

The Company's consolidated financial statementadecthe assets, liabilities and results of openratiof majority-owned subsidiaries and
other subsidiaries controlled by the Company. Tlweayship of the other interest holders of constéidaubsidiaries is reflected as minority
interest. All significant intercompany accounts arathsactions have been eliminated.

FINANCIAL STATEMENT PREPARATION

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States requires management
to make estimates and assumptions that affecefimted amounts and the disclosure of contingeouats in the Company's financial
statements and the accompanying notes. Actualtsesulld differ from those estimates. Certain pyiear amounts have been reclassified to
conform with the current year presentation.

FISCAL YEAR

The Company operates and reports using a fiscalgreting on the last Sunday in September. For ptasen purposes, the Company has
indicated its fiscal year as ending on September 30

REVENUES

Revenues from hardware product sales are recoquad shipment, or when risk of loss passes to teeomer, if later. Revenue from services
are recorded when earned. Revenue from long-temmads, including technology development agreemesirecognized using the
percentage-of-completion method, based on costsried to date compared with total estimated c@iliings on uncompleted contracts in
excess of incurred cost and accrued profits assiflad as unearned revenue. Estimated contrasddagre recognized when determined.

License fees are recognized when delivery requingsrteave been met and collection is probable. Rpyavenue is recorded as earned in
accordance with the specific terms of each licemgeement when reasonable estimates of such anmamtse made. Beginning with the
second quarter of fiscal 1998, the Company begacdtaue its estimate of certain royalty revenuesezhthat previously could not be
reasonably estimated prior to being reported bijaensees.

The Company recognizes software license revenua athef the following criteria are met: executioha written agreement; delivery of
software; the license fee is fixed and determinable
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QUALCOMM INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 1. THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

collectibility of the proceeds is assessed as bpingable; and vendor-specific objective evidendstg to allocate the total fee to elements of
multiple-element arrangements. Vendor-specific ctibje evidence is based on the price charged whexieanent is sold separately, or if not
yet sold separately, the price established by aizéhd management or a substantive renewal ragdg-contract customer support. Unearned
revenue consists primarily of fees related to safenicenses under which the Company has not ntigederequirements or fulfilled other
contractual obligations.

CONCENTRATIONS

A significant portion of the Company's revenuesamecentrated with a limited number of customerthasvorldwide market for wireless
telephone systems and products is dominated byad samber of large corporations and governmenheigs. The Company also derives
significant revenues from the North American trunckindustry, particularly providers of long-hawnisportation of goods and equipment.

Revenues from international customers, consistfraxport sales and license and royalty fees, wppeaximately 47%, 38% and 34% of tc
revenues in fiscal 2000, 1999 and 1998, respegtiiairing fiscal 2000, 1999 and 1998, sales to 8oeth Korean customer by the QCT and
QTL segments (Note 16) comprised 11%, 9% and 11ébdu$olidated revenues, respectively. During fi2€4l0, 1999 and 1998, revenues
from Globalstar (Note 12) accounted for 7%, 11% ah of revenues, respectively.

CASH EQUIVALENTS

The Company considers all highly liquid investmenith original maturities of three months or lesde cash equivalents. Cash equivalents
are comprised of money market funds, certificafedeposit, commercial paper, loan participationsdiam-term notes, U.S. treasuries and
government agencies' securities. The carrying atsapproximate fair value due to the short mawsitf these instruments.

The Company's policy is to place its cash, caslivatgnts and investments with high quality finahaistitutions, government agencies and
corporate entities to limit the amount of credipesure.

MARKETABLE SECURITIES

Management determines the appropriate classificationarketable securities at the time of purclaaskreevaluates such designation as of
each balance sheet date. Held-to-maturity secsidtie carried at amortized cost, which approxinfatesalue. Available-for-sale securities
are stated at fair value as determined by the negshtly traded price of each security at the lraheet date. The net unrealized gains or
losses on available-for-sale securities are regasea component of comprehensive income, nekoftee specific identification method is
used to compute the realized gains and losseshiradd equity securities.

WARRANTS

The Company holds warrants to purchase equityastsiin certain other companies related to itéeggi@investment and financing activities.
Warrants are not held for trading purposes. Wasrempurchase equity interests in publicly tradeshpanies that will be accounted for as
available-for-sale securities are stated at fdne/aAll other warrants are carried at cost.
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NOTE 1. THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) INVENTORIES
Inventories are valued at the lower of cost or raadsing the first-in, first-out method.
PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are recorded atasubtlepreciated or amortized using the strdigbtmethod over their estimated useful liy
Direct external and internal computer software tw@ent costs subsequent to the preliminary sthdeelopment are capitalized.
Buildings and building improvements are depreciateer thirty years and fifteen years, respectiveBasehold improvements are amortized
over the shorter of their estimated useful livegherremaining term of the related lease. Othepgnty, plant and equipment have useful lives
ranging from two to five years. Maintenance, repaand minor renewals and betterments are chaogexpense.

INVESTMENTS IN OTHER ENTITIES

Investments in corporate entities with less th20% voting interest are generally accounted foreurikde cost method. The Company use:
equity method to account for investments in corfgeatities in which it has a voting interest o2& 50%, or in which it otherwise has the
ability to exercise significant influence, and &% or less ownership interests in partnershipdiarited liability corporations. Under the
equity method, the investment is originally recard¢ cost and adjusted to recognize the Compahngte ®f net earnings or losses of the
investee, limited to the extent of the Companyg&tment in, advances to and financial guarantegteate additional basis in the investee.

GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill represents the excess of purchase pridealated costs over the value assigned to theangible and identifiable intangible assets
of businesses acquired. Goodwill is amortized straight-line basis over its useful life, rangimgr three to four years. Other intangible
assets are amortized on a straight-line basisthearuseful lives, ranging from three to twentyaye

LONG-LIVED AND INTANGIBLE ASSETS

The Company assesses potential impairments toritslived assets and intangible assets when ther@idence that events or changes in
circumstances indicate that the carrying amouinohisset may not be recovered. An impairment sosscognized when the undiscounted
cash flows expected to be generated by an assgtqop of assets) is less than its carrying amadmy.required impairment loss would be
measured as the amount by which the asset's cawvglne exceeds its fair value, and would be reswias a reduction in the carrying valui
the related asset and a charge to results of apesat

WARRANTY

Estimated future warranty obligations related tdaie products are provided by charges to operatiotthe period in which the related
revenue is recognized.
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NOTE 1. THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) STOCK-BASED
COMPENSATION

The Company measures compensation expense ftodtslsased employee compensation using the intrivedue method and provides pro
forma disclosures of net income and net earnings@@mon share as if the fair value method had lappfied in measuring compensation
expense.

Equity instruments issued to non-employees for gamdservices are accounted for at fair value aadrarked to market until service is
complete or a performance commitment date is rehche

FOREIGN CURRENCY

Foreign subsidiaries operating in a local curresxcyironment use the local currency as the functionaency. Assets and liabilities are
translated to U.S. dollars at year-end exchangsyratvenues, expenses, gains and losses arateaist rates of exchange that approximate
the rates in effect at the transaction date. Riegulemeasurement gains or losses are recognized@sponent of other comprehensive
income. During fiscal 1999, a significant devaloatof the Brazilian real resulted in a $25 millimanslation loss that was recorded as a
component of other comprehensive income. The fanaticurrency of the Company's foreign investeasdb not use local currencies is the
U.S. dollar. Where the U.S. dollar is the functiotwrrency, the monetary assets and liabilitiestaaslated into U.S. dollars at the exchange
rate in effect at the balance sheet date. Reverupsnses, gains and losses associated with thetangrassets and liabilities are translated at
the rates of exchange that approximate the ratefént at the transaction date. Non-monetary ass® liabilities and related elements of
expense, gains and losses are translated at badtoates. Resulting remeasurement gains or laggbsse foreign investees are recognized in
the statement of income.

The Company enters into foreign currency forwandtiarts to hedge certain foreign currency transastand probable anticipated foreign
currency transactions. Gains and losses arising faveign currency forward contracts offset gaind bbsses resulting from the underlying
hedged transaction. The Company had no foreigrenayrforward contracts outstanding as of Septerd®eP000 or 1999. During fiscal 20
and 1998, net foreign currency transaction gaims(lsses) included in the Company's statementscome totaled approximately $(1)
million and $6 million, respectively. During fiscd999, net foreign currency transaction gains wetematerial.

INCOME TAXES

Current income tax expense is the amount of inctaxes expected to be payable for the current yeir, to the recognition of benefits from
stock option deductions. The asset and liabilitgrapch is used to recognize deferred tax assetbadilities for the expected future tax
consequences of temporary differences betweenratingimg amounts and the tax bases of assets apilitikes. Valuation allowances are
established when necessary to reduce deferredgsatsato the amount expected to more likely thataaealized in future tax returns. Tax
law and rate changes are reflected in income ipén®d such changes are enacted.
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NOTE 1. THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) COMPREHENSIVE INCOME
Components of accumulated other comprehensive iadtoss) consist of the following (in thousands):

SEPTEMBER 30,

2000 1999 1998

Foreign currency translation................... $( 25,022) $(27,778) $(1,678)
Unrealized gain on securities, net of income
TAXES...viiiiiceec e 16,367 110,690
$ (8,655) $82,912 $(1,678)

STOCK SPLIT

On April 14, 1999, the Company's Board of Directideslared a two-foone stock split of the Company's common stock énftiim of a stocl
dividend. The stock dividend was distributed on M&y 1999 to stockholders of record on April 219990n November 2, 1999, the
Company's Board of Directors declared a four-foe-etock split of the Company's common stock anthenease in the number of authorized
shares of common stock to three billion shares.stbek was distributed on December 30, 1999 tdsimiders of record on December 20,
1999. All references to per share amounts have teestated to reflect these stock splits.

NET EARNINGS PER COMMON SHARE

Basic earnings per common share are calculatedviirdy net income by the weighted average numtb@mmon shares outstanding dur
the reporting period. Diluted earnings per commiuwers (diluted EPS) reflect the potential dilutif&eet, calculated using the treasury stock
method, of additional common shares that are idsugipn exercise of outstanding stock options aadamts and the potential dilutive effect
for the period prior to conversion of shares issmiapon conversion of Trust Convertible Preferred8ities, determined on an if-converted
basis, as follows (in thousands):

YEAR ENDED SEPTEMBER 30,

2000 1999 1998

OPLIONS.....eeieiiieeiieeie e . 64,802 55,175 32,996
Warrants . - -- 5,078
Trust Convertible Preferred Securities............. . 18,114 -

82,916 55,175 38,074

Options outstanding during the years ended Septe&the2000, 1999 and 1998 to purchase approximatéy5,000, 13,494,000, and
28,643,000 shares of common stock, respectivelye wet included in the computation of diluted ERS8duse the options' exercise prices
were greater than the average market prices afdhramon stock during the period and, thereforegffect would be antdilutive. Net incom:
in the computation of diluted EPS for fiscal 20680ricreased by $7 million, representing the assusagihgs of distributions, net of taxes, on
the Trust Convertible Preferred Securities. Thatamthl common shares assuming the conversioneoftiist Convertible Preferred
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 1. THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Securities (Note 8) are not included for purpodesomputing diluted EPS for fiscal 1999 and 1998¢hese the effect would have been anti-
dilutive.

FUTURE ACCOUNTING REQUIREMENTS

In June 1998, the Financial Accounting Standardsr8¢9FASB) issued Statement of Financial Accounstandards No. 133 (FAS 133),
"Accounting for Derivative Instruments and Hedgigtivities." In May 1999, the FASB delayed the efige date of FAS 133 by one year.
The Company will be required to adopt FAS 133 fecdl year 2001. This statement establishes a negiehfior accounting for derivatives
and hedging activities. Under FAS 133, certainwdgives must be recognized as assets and liabikitiel measured at fair value. The
Company is not currently engaged in hedging a@&witThe Company will record certain derivativeeassand liabilities at fair value as a
result of the adoption of this standard. Upon adopthe Company expects to record a gain on dévivinstruments of approximately $217
million as a cumulative effect of a change in agting principle. Future gains and losses on theseluments will be recorded in the income
statement.

In December 1999, the Securities and Exchange Cssioni (SEC) issued Staff Accounting Bulletin No118AB 101), "Revenue
Recognition in Financial Statements."” In June 2@06,SEC staff amended SAB 101 to provide regisiratith additional time to implement
SAB 101. The Company will be required to adopt SKB. by the fourth quarter of fiscal 2001. The Compdoes not expect the adoption of
SAB 101 to have a material effect on its consoéiddtnancial position or results of operation.

NOTE 2. SPIN-OFF OF LEAP WIRELESS INTERNATIONAL, IN C.

On September 23, 1998, the Company completed theoffpand distribution (the Distribution or Leapik®less Spin-off) to its stockholders
of shares of Leap Wireless International, Inc. edalvare corporation (Leap Wireless). In connectidth the Distribution, the Company
transferred to Leap Wireless its joint venture agdity interests in certain domestic and intermati@merging terrestrial-based wireless
telecommunications operating companies and recadid? million liability in connection with its agement to transfer its ownership inte
in Telesystems of Ukraine (TOU), a wireless telepamications company in Ukraine, and its workingitpoan receivable from TOU
(TOU assets) to Leap Wireless if certain eventsioed within 18 months of the Leap Wireless Spifiiring the first six months of fiscal
1999, the Company provided an additional $2 millirking capital loan to TOU and recorded 100%hef losses of TOU, net of
eliminations, because the other investors' equirésts were depleted. In March 1999, the Compaagsessed the recoverability of TOU
assets in light of certain developments affectmTOU business and the disposition of other assktted to the terrestrial CDMA wireless
infrastructure business (Note 13). As a resultGbenpany recorded a $15 million noperating charge to write off the TOU assets, dba
a $12 million charge to operations to write off@tlssets related to the TOU contract, and thestatjdiability to transfer TOU to Leap
Wireless of $15 million was reversed against eqagtyan adjustment to the Distribution. As of Sefiten80, 1999, all TOU assets were
written off.

In connection with the Distribution, Leap Wireléssued to QUALCOMM a warrant to purchase 5,500 §lres of Leap Wireless common
stock at $6.10625 per share. The Company recohldeddrrant at its predecessor basis of $24 mihieinof the related deferred tax liability.
In March 1999, the Company agreed to reduce thebeuwf shares under warrant to 4,500,000 in exal&mg$3 million in consideration
from Leap Wireless, resulting in a pre-tax los$®fmillion. The Company agreed to the
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NOTE 2. SPIN-OFF OF LEAP WIRELESS INTERNATIONAL, IN C. (CONTINUED)

cancellation to enable Leap Wireless to meet Fé@mamunications Commission regulatory requiremente estimated fair values of the
warrant at September 30, 2000 and 1999 are $25%@ménd $90 million, respectively, as calculateihg the Black-Scholes option-pricing
model.

NOTE 3. ACQUISITIONS
SNAPTRACK, INC.

In March 2000, the Company completed the acquisitiball of the outstanding capital stock of Snagellks; Inc. (SnapTrack), a developer of
wireless position location technology, in a tratigecaccounted for as a purchase. The purchase pas approximately $1 billion,
representing the value of QUALCOMM shares issueeffiect the purchase, the value of vested and tedegptions and warrants exchanged
at the closing date and estimated transaction c6$2 million. The preliminary allocation of purase price, based on the estimated fair
values of the acquired assets and assumed liajliteflects acquired goodwill of $948 million, piased in-process technology of $60
million and other intangible assets of $34 millidiangible assets acquired and liabilities assumer@ wot material to the Company's finar
statements. The Company expects to finalize thehy@ase price allocation within one year and doesntitipate material adjustments to the
preliminary purchase price allocation. Amounts edlied to goodwill and other intangible assets arertzed on a straight-line basis over
their estimated useful lives of four years. Theuwsition has been treated as a non-cash transadntibe statement of cash flows.

Purchased in-process technology was expensed upaoisdion because technological feasibility hatllmeen established and no future
alternative uses existed. The fair values for edic¢he inprocess technologies were determined by estim#timgesulting net cash flows frc
such products after their completion and commegeitibn, discounting the net cash flows to presafite, and applying the percentage
completion of the projects thereto. The fair vabfien-process technology was determined to be $i®om including Multimedia ASIC ($27
million), Server Release 2.0 ($23 million), DSP é&de 2.0 ($8 million) and the pager product ($Zonj. Net cash flow projections were
made based on an assessment of customer needweangected pricing and cost structure. If thesgepts are not developed, future revenue
and profitability of QUALCOMM may be adversely afted. Additionally, the value of other intangibkesats acquired may become impai

The consolidated financial statements include rezating results of SnapTrack from the date of aitipn. Unaudited pro forma operating
results for the Company, assuming the acquisitiddnapTrack had been made at the beginning oféhesyended September 30, are as
follows (in thousands, except per share data):

2000 1999
""" (UNAUDITED)
REVENUES.......coiiiiieee e .. $3,197,119 $3,937,364
Net income (I0SS)......uvvvvveeeiiereeeeiiniiinns . $619226$(50915)
Basic earnings (loss) per common share............. . $ 086 $ (0.08)
Diluted earnings (loss) per common share........... . $ 078 $ (0.08)
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NOTE 3. ACQUISITIONS (CONTINUED)

These pro forma results have been prepared for aatipe purposes only and may not be indicativihefresults of operations which actu
would have occurred had the combination been cetit the beginning of the respective periods dutare results of operations of the
consolidated entities.

TECHNOLOGY DEVELOPMENT GROUP OF TELLIT COMMUNICATIO NS LTD.

In February 2000, the Company purchased the Teogypddevelopment Group of Tellit Communications Liiedi (Tellit), a U.K.-based
company. The initial purchase price of $12 milliwas paid in cash. An additional $9 million in cafeiation is payable in cash through
March 31, 2001 if certain performance and otheestines are reached. The preliminary allocatiqgguathase price, based on the estimated
fair values of acquired assets and liabilities es=il reflects acquired goodwill of $11 million amssembled workforce of $1 million. The
Company expects to finalize the purchase priceation within one year and does not anticipate natadjustments to the preliminary
purchase price allocation. Any adjustments to tirelpase price related to contingent consideratiere&pected to increase goodwill.
Amounts allocated to goodwill and assembled worddare amortized on a straight-line basis over tstimated useful lives of three years.
The consolidated financial statements include therating results of the Technology Development @rofuTellit from the date of

acquisition. Pro forma results of operations havehbeen presented because the effect of this atiquis not material.

NOTE 4. MARKETABLE SECURITIES
Marketable securities are comprised as followgh@usands):

CURRENT NONCURRENT

SEPTEMBER 30, SEPTEMBER 30,

2000 1999 2000 1999

Held-to-maturity:

Certificates of deposit 201,338 $ 193,534 $ - $ 10,000
Commercial paper................. 289,761 465,953 -- --

U.S. government securities -- 10,000

Corporate medium-term notes................. 194,576 107,662 312,791 57,564

685,675 767,149 322,791 67,564
Available-for-sale:

Commercial paper........ccccoeevveeeennnes 2,956 - - --

U.S. government securities.................. 110,256 -

Corporate medium-term notes................. 108,748 --

Mortgage-backed securities.................. 28,347 -

Asset-backed securities..................... 119,540 - - -
Equity securities...........cccuveeernennen. -- 187,266 425,730 2,931

369,847 187,266 425,730 2,931

$1, 055,522 $ 954,415 $ 748,521 $ 70,495
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NOTE 4. MARKETABLE SECURITIES (CONTINUED)
As of September 30, 2000, the contractual matsrafedebt securities are as follows (in thousands):

YEARS TO MATURITY
LESS THAN ONE TO NO SINGLE
ONE YEAR FIVE YEARS MATURITY DATE
Held-to-Maturity...................... $ 685,675 $322,791 $ -
Available-for-sale.................... 15,550 206,410 147,887
$ 701,225 $529,201  $147,887

Securities with no single maturity date include tgage-backed securities and asset-backed securities

Available-for-sale securities are comprised aofed at September 30 (in thousands):

UNRE ALIZED UNREALIZED
COST G AIN LOSS FAIR VALUE

2000
Equity securities................ $400,114 $18 0,787 $(155,171) $ 425,730
Debt securities.................. 368,095 2,446 (694) 369,847

Total...ooooveeiieene $768,209 $18 3,233 $(155,865) $ 795,577
1999
Equity securities................ $ 5,097 $18 5100 $ - $190,197

The fair values of held-to-maturity debt securiggésseptember 30, 2000 and 1999 approximate cost.

In April 2000, the Company purchased approximatdlyp00,000 shares of the common stock of NetZam,(NetZero), representing a 9.9%
interest, for $144 million in cash. NetZero is dlcly traded company that provides Internet acessbservices to consumers and on-line
direct marketing services to advertisers. Thevalue of the NetZero investment is $35 million ap&mber 30, 2000.

In February 2000, the Company purchased 308,008 ahLeap Wireless' senior discount notes withreugts for $150 million. The notes
mature in April 2010 and bear interest at 14.5%e Warrants are detachable and entitle each haldgasrthase 2.503 common shares per
senior discount note unit held. The exercise pac96.80 per common share. Leap Wireless used $@#@n of the proceeds from the
issuance of senior discount notes and senior noteay down its credit facility with the Companyhd credit facility was cancelled in the
second quarter of fiscal 2000. The fair value efsknior discount notes with warrants is $136 arillit September 30, 2000.

In November 1999, the Company purchased 2,565,000rmon shares of Korea Telecom Freetel (KT Freatpyesenting a 1.9% interest,
for $110 million and an $86 million zero coupon Hamith warrants to purchase approximately 1,851 @@ditional shares. If KT Freetel
meets certain obligations related to the commedaaloyment of 1XEV technology, the Company willrequired to exercise the warrants.
The exercise price of the warrants is expectedtpdid by tendering the bond as payment in fuKTfFreetel does not meet such obligatir
the Company will have the right to redeem the batfédice value plus a premium equal to 10% per yidse.Company uses the cost metho
account for 1,924,000 of the common shares andajpately 1,388,000 shares under warrant as thoses are restricted through
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NOTE 4. MARKETABLE SECURITIES (CONTINUED)
June 1, 2002; the recorded value of the restrisgedirities is $147 million. The remaining shared warrants, with a cost basis of $49

million, are recorded at fair value and classifisdmarketable securities; the fair value of theagkatable securities is $38 million at
September 30, 2000.

NOTE 5. COMPOSITION OF CERTAIN FINANCIAL STATEMENT CAPTIONS

ACCOUNTS RECEIVABLE

SEPTEMBER 30,

(IN THOUSANDS)
Trade, net of allowance for doubtful accounts of

$9,610 and $22,276, respectively................ ... $542,288 $674,211
Long-term contracts:

Billed.......oovvveeiieieieeiiiieeiiieiees ... 38,0569 128,208

unbilled........ccooiiiiiiie ... 21,185 69,409

[© 1= SR 5,447 11,812

$ 606,979 $ 883,640

Unbilled receivables represent costs and profitenged in excess of amounts billable pursuant idraot provisions and are expected to be
realized within one year.

FINANCE RECEIVABLES

Finance receivables result from arrangements ichvtiie Company has agreed to provide its custoarersrtain Code Division Multiple
Access (CDMA) customers of Telefonaktiebolaget LNtEson (Ericsson) (Note 13) with long-term intétesaring debt financing for the
purchase of equipment and/or services. Such fingrisigenerally collateralized by the related emept. Finance receivables are comprised

as follows:

SEPTEMBER 30,

2000 1999

(IN THOUSANDS)
Finance receivables...............cccceeevvennne. ... $939,063 $ 585,482
Allowance for doubtful receivables................. ... (11,144) (10,623)

927,919 574,859
Current maturities..........ccccccvveveeeeeennennn. ... 128,515 26,377
Non-current finance receivables, net............... ... $799,404 $ 548,482

At September 30, 2000 and 1999, the fair valuenaiice receivables approximated $826 million angil$illion, respectively. The fair
value of finance receivables is estimated by disting the future cash flows using current interagts at which similar financing would be
provided to similar customers for the same remagimivaturities.
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NOTE 5. COMPOSITION OF CERTAIN FINANCIAL STATEMENT CAPTIONS (CONTINUED)

Maturities of finance receivables at September2B00 are as follows (in thousands):

FISCAL YEAR ENDING SEPTEMBER 30,

151,517

At September 30, 2000, commitments to extend lengrfinancing to CDMA customers of Ericsson (No8 tbtaled approximately $255
million, which the Company expects to fund over tiegt two years. Such commitments are subjecta@tistomers meeting certain
conditions established in the financing arrangesant, in most cases, to Ericsson also financimgréon of such sales. Commitments
represent the estimated amounts to be financed tinelse arrangements; actual financing may besgeleamounts.

INVENTORIES

Raw materials..........ccoccevvirvveeiniinenene
WOrk-in-process.........cceevvvvevcvivvivniennnns
Finished goods..........ccccoeviiieiiiiiieeenis

PROPERTY, PLANT AND EQUIPMENT

Buildings and improvements..............ccccveee.
Computer equipmMeNnt..........cceeeeeeriieeeennnnns

Machinery and equipment.............cccccoeveeeen.
Furniture and office equipment.....................
Leasehold improvements.........c.ccccceeevevnnne

Less accumulated depreciation and amortization

SEPTEMBER 30,

(IN THOUSANDS)
.. $ 47,952 $161,481

8,370
29,044

51,003
45,457

$ 85,366 $257,941

SEPTEMBER 30,

(IN THOUSANDS)
.. $ 37,953 $ 36,310

279,265
254,675
193,194
14,424
33,798

813,309
. (381,604)

$ 431,705

285,762
244,605
274,353
16,515
33,207

890,752
(334,761)

$ 555,991
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NOTE 5. COMPOSITION OF CERTAIN FINANCIAL STATEMENT CAPTIONS (CONTINUED)
At September 30, 2000, buildings and leasehold avgments with a net book value of $145 million Juktng accumulated depreciation of
$36 million, are leased or held for lease to tipiadties.

INTANGIBLE ASSETS

At September 30, 2000 and 1999, goodwill is prenet of $144 million and $2 million in accumulh&mortization, respectively. At
September 30, 2000 and 1999, intangible assetmp®415 million and $17 million, respectively, gueesented net of $8 million and $3
million in accumulated amortization, respectively.

NOTE 6. INVESTMENT INCOME (EXPENSE), NET
Investment income (expense), net for the yearsceBeptember 30 is comprised as follows (in thousand

2000 1999 1998

(IN THOUSANDS)

INterest iNCOMEe.....oovvvvveiieiiii e $245,440 $ 50,392 $ 39,484
Realized gains on marketable securities............. ... 270,132 5,663 2,950
Loss on cancellation of warrants (Note 2).......... ... - (3,273)

Write-off of investment in other entity............ .~ ... -- --  (20,000)
Minority interest in income of consolidated subsidi aries... (6,264) (13,066) (48,366)
Equity in losses of investees........ccccoceeeeeee. L (15,117) (15,140) (20,731)

$494,191 $ 24,576 $ (46,663)

NOTE 7. DEBT AND CREDIT FACILITIES

The Company has an unsecured credit facility undech banks are committed to make up to $400 mnillilorevolving loans to the
Company. The credit facility expires in March 200he facility may be extended on an annual basisupaturity. The Company is curren
obligated to pay commitment fees equal to 0.175%ypar on the unused amount of the credit facilitye credit facility includes certain
restrictive financial and operating covenants. Ap@mber 30, 2000 and 1999, there were no amoutdtters of credit issued or outstanding
under the credit facility.

Under terms of two identical revolving credit agremts, cancelled in February 2000 as a conditidheale of the Company's terrestrial-
based CDMA wireless consumer phone business (N&)i€JALCOMM Personal Electronics (QPE) (Note 18k borrow a total of $150
million. Borrowings under the facilities totaled L million at September 30, 1999. The interest utitke facilities was at the applicable
LIBOR rate plus 0.5%. The weighted average intenast on outstanding borrowings was 6.4%, 5.9%6ag& during fiscal 2000, 1999 and
1998, respectively, and 6.0% at September 30, 1999.

The fair value of the Company's bank lines of dradé estimated based on comparison with simiareis or current rates offered to the
Company for debt of the same remaining maturiéésSeptember 30, 1999, the estimated fair valula®Company's bank lines of credit
approximated their carrying value.
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NOTE 7. DEBT AND CREDIT FACILITIES (CONTINUED)
Cash amounts paid for interest were $5 millionisiedl 2000 and $11 million in each of fiscal yeb®99 and 1998.

NOTE 8. TRUST CONVERTIBLE PREFERRED SECURITIES OF SUBSIDIARY

In February 1997, QUALCOMM Financial Trust | (theust), the Company's wholly-owned subsidiary tareited under the laws of the
State of Delaware, completed a private placemefi660 million of 5 3/4% Trust Convertible Preferi®@dcurities. The sole assets of the T
were QUALCOMM Incorporated 5 3/4% Convertible Sutinated Debentures due February 24, 2012. Theaildits of the Trust related to
the Trust Convertible Preferred Securities werly fahd unconditionally guaranteed by the Compare Trust Convertible Preferred
Securities were convertible into Company commoulstd the rate of 5.5056 shares of Company comnamk $or each Trust Convertible
Preferred Security (equivalent to a conversiongpd£$9.082054 per share of common stock). Distidims on the Trust Convertible Preferi
Securities were payable quarterly by the Trust. Thest Convertible Preferred Securities were suligmandatory redemption on February
24, 2012, at a redemption price of $50 per prefesexurity. The Company had the right to convestTtust Convertible Preferred Securities,
in whole or in part, on or after March 4, 2000. a&mpany was required to pay a premium over th@imionversion price if securities were
converted prior to March 4, 2002. As a result & tleap Wireless Spin-off, and pursuant to a resniuif the Board of Directors of
QUALCOMM, each QUALCOMM Trust Convertible Preferr&€kcurity was convertible, subject and pursuathiéderms of the Convertible
Subordinated Debentures, into both QUALCOMM commtwtk and Leap Wireless common stock at the rafe5856 and 0.17205 shares,
respectively, for each QUALCOMM Trust Convertibleeferred Security.

During fiscal 2000 and 1999, approximately 13,100,and 8,910 Trust Convertible Preferred Secuntiee converted into approximately
72,623,000 and 49,000 shares of common stock, cieéply. All Trust Convertible Preferred Securitieave been converted into common
stock.

NOTE 9. CAPITAL STOCK
COMMON STOCK WARRANTS

In November 1991, the Company issued seyear-warrants to purchase 6,252,000 shares of constock at $0.6875 per share to a comy
for the relinquishment of all its claims to paniate in certain future royalties, license fees arudits. During August 1998, the Company
issued 5,640,000 shares of common stock upon thedfuexercise of the warrants.

In March 2000, the Company assumed warrants tchasec11,000, 68,000, and 7,000 shares of commok &t&$10.21, $2.91, and $6.56 per
share, respectively, as a result of the acquisdfdBnapTrack. In April 2000, the Company issue@86 shares of common stock upon the
full cash exercise of the warrants.

PREFERRED STOCK

The Company has 8,000,000 shares of preferred staitiorized for issuance in one or more series,r value of $0.0001 per share. In
conjunction with the distribution of Preferred Sh&urchase Rights, the Company's Board of Direckesfgnated 1,500,000 shares of
preferred stock as Series A Junior Participatirefé?red Stock and reserved such shares for issugmoceexercise of the Preferred Share
Purchase Rights. At September 30, 2000 and 1998har@s of preferred stock were outstanding.
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NOTE 9. CAPITAL STOCK (CONTINUED)
PREFERRED SHARE PURCHASE RIGHTS PLAN

During fiscal 1996, the Board of Directors implertezha Preferred Share Purchase Rights Plan (RRiaig to protect stockholders' rights in
the event of a proposed takeover of the Compangetthe Rights Plan, the Company declared a diddémne preferred share purchase
right (a Right) for each share of the Company'smoom stock outstanding. Pursuant to the Rights Rlach Right entitles the registered
holder to purchase from the Company a one one-ledithishare of Series A Junior Participating PretéBtock, $0.0001 par value per share,
at a purchase price of $250. In November 1999Rigats Plan was amended to provide that the puechase be set at $400. The Rights are
exercisable only if a person or group (an Acquiffiegson) acquires beneficial ownership of 15% orenod the Company's outstanding shi

of common stock. Upon exercise, holders, other #raAcquiring Person, will have the right, subjectermination, to receive the Company's
common stock or other securities, cash or othatasgmving a market value, as defined, equal toetsiich purchase price. The Rights, which
expire on September 25, 2005, are redeemable itewiiat not in part, at the Company's option at g for a price of $0.005 per Right.

NOTE 10. INCOME TAXES

The components of income tax provision for the gearded September 30 are as follows (in thousands):

2000 1999 1998
Current provision:
Federal.........ccoovvoiiiiiinne $ 289, 135 $143,534 $ 86,488
State....oovve 54, 423 22,211 1,916
FOreign......oocveeiienciee 62, 385 36,657 7,319
405 943 202,402 95,723
Deferred provision (benefit):
Federal.......ccooooiiiniiiiinnne 97, 522 (86,996) (46,862)
State....ooviiie 23, 129  (9,599) (8,719)
120 651 (96,595) (55,581)
$ 526, 594 $ 105,807 $ 40,142
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NOTE 10. INCOME TAXES (CONTINUED)

The following is a reconciliation from the expect&dtutory federal income tax provision to the Camps actual income tax provision for-

years ended September 30 (in thousar

2000 1999

1998

Expected income tax provision at federal statutory

$418,881 $ 107,363 $ 52,036

State income tax provision, net of federal benefit. ... 62,234 15,951 7,732
Foreign taxes.....ccccovvvveienvciiiieeiiees 62,385 36,657 7,075
Permanent differences.........ccccovevevvveeeeee. L 16,278 2,108 5,754
Goodwill amortization and purchased in-process

teChnology....ccoovvveiiiiie e 79,811 - -
Tax CreditS. i (104,497) (56,800) (34,015)
Other. i (8,498) 528 1,560

$526,594 $ 105,807 $ 40,142

U.S. income taxes and foreign withholding taxesewest provided for on a cumulative total of approately $13 million of undistributed
earnings for certain non-U.S. subsidiaries. The @amy intends to reinvest these earnings indefinitebperations outside the United States.
At September 30, 2000 and 1999, the Company hadefietred tax assets as follows (in thousands):

2000 1999

Accrued liabilities.......coccovvveviceevee L $ 144,095 $ 232,397
Unrealized loss on marketable securities........... ... 62,658 -
Unused net operating l10SSesS.......cccccvvvveveee. L 289,613 73,962
Tax CreditS. i 214,349 51,864

Total gross assets.....ccccoevvveeeevcs 710,715 358,223
Valuation allowance.........ccccccoeevevvvieveeeeee (584,001) -

Total deferred assets........cccoeceeeeeeee. Ll 126,714 358,223
Purchased intangible assets.......cccccccccveeeee. L (11,496) -
Unrealized gain on marketable securities............ ... (73,659) (74,409)
Other basis differences........cccooocevvvcceeeeee. L (41,559) (41,809)

Total deferred liabilities................... ..~ ... (126,714) (116,218)

$ - $242,005

The Company has provided a valuation allowancdondt deferred tax assets because of uncert@igéyding their realizability due to the
expectation that deductions from future employeeksbption exercises and related deductions wikexl future taxable income. If or when
recognized, the tax benefit of these deferred asgiitbe accounted for as a credit to shareholdsysity rather than as a reduction of the

income tax provision.

At September 30, 2000, the Company had unusedpeeating losses, manufacturing, research, fore@grand alternative minimum tax
credits expiring from 2002 through 2019. The unusetoperating tax losses were generated by theisgeof non-qualified employee stock

options.
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NOTE 10. INCOME TAXES (CONTINUED)
Cash amounts paid for income taxes were $44 mjl68 million and $58 million for fiscal 2000, 19@8d 1998, respectively.

NOTE 11. EMPLOYEE BENEFIT PLANS
EMPLOYEE SAVINGS AND RETIREMENT PLAN

The Company has a 401(K) plan that allows eligénigloyees to contribute up to 15% of their salamject to annual limits. The Company
matches a portion of the employee contributionsraag, at its discretion, make additional contriboti based upon earnings. The Company's
contribution expense for fiscal 2000, 1999 and 1888 $17 million, $17 million and $10 million, resgtively.

STOCK OPTION PLANS

The Board of Directors may grant options to sekketmployees, directors and consultants to the Coynfmapurchase shares of the
Company's common stock at a price not less thafathenarket value of the stock at the date of grahe 1991 Stock Option Plan (the Plan),
as amended, authorizes up to 295,200,000 shabesgmanted no later than August 2001. The Planigesvfor the grant of both incentive
stock options and non-qualified stock options. Galyg options outstanding vest over periods nateexing six years and are exercisable for
up to ten years from the grant date. At SeptemBge2B00, options for 46,124,000 shares were exabtgsat prices ranging from $2.19 to
$147.87 for an aggregate exercise price of $336omil

The Company has a Non-Employee Directors' Stocko@Rtlan that authorizes 8,560,000 shares to b#epano later than February 2013.
This plan provides for non-qualified stock optidase granted to non-employee directors at fairketaralue, vesting over periods not
exceeding five years and are exercisable for upriyears from the grant date. At September 300 2@&ions for 2,555,000 shares were
exercisable at prices ranging from $2.78 to $13p&0share for an aggregate exercise price of $llidm

In March 2000, the Company assumed 1,560,000 oulistg stock options under the SnapTrack, Inc. 18@&k Option Plan (the SnapTrack
Plan), as amended with respect to the acquisilibe.SnapTrack Plan expired on the date of acquisiind no additional shares may be
granted under that plan. The SnapTrack Plan prdvidethe grant of both incentive stock options and-qualified stock options. Generally,
options outstanding vest over periods not exceefingyears and are exercisable for up to ten yeans the grant date. At September 30,
2000, options for 171,000 shares were exercisdlpaaes ranging from $0.02 to $5.30 for an aggregaercise price of $0.2 million.
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NOTE 11. EMPLOYEE BENEFIT PLANS (CONTINUED)
A summary of stock option transactions for the pléoilows (number of shares in thousands):

OPTIONS OUTSTANDING

EXERCISE PRICE PER SHARE

(0] PTIONS e
AV AILABLE NUMBER OF WEIGHTED
FO R GRANT SHARES RANGE AVERAGE
BALANCE AT SEPTEMBER 30, 1997.................. 31,104 147,849 $0.63t0$7.80 $4.50
Additional shares reserved................... 43,760 -- - --
Options granted................... e ( 49,232) 49,232 557t08.75 7.28
Options canceled.... 6,472  (6,472) 1.94t08.75 5.40
Options exercised.........ccceeveveeeeene - (10,317) 0.85t07.22 3.12
BALANCE AT SEPTEMBER 23, 1998 (A).............. 32,104 180,292 $0.63t0$8.75 $5.30
Options granted..........cccooecvveeeeinnnes (384) 384 225t0856 6.11
Options canceled 104 (104) 5.11t07.80 6.73
BALANCE AT SEPTEMBER 30, 1998.................. 31,824 180,572 $0.61to $8.56 $5.19
Additional shares reserved................... 28,000 -- - -
Options granted..........cccooeceeeeennnnns ( 18,964) 18,964 4.95t048.10 13.03
Options canceled..........cccccccvvveeeennn. 25,336 (25,336) 0.61t029.39 5.85
Options exercised........cccccccvvereeeennnn. - (48,994) 0.61t08.56 4.39
BALANCE AT SEPTEMBER 30, 1999.................. 66,196 125,206 $1.09to $48.10 $6.56
Additional shares reserved (b).... 1,560 -- -- --
Options exchanged (b)........cccccvvvveenens (1,560) 1,560 0.02t05.30 1.32
Options granted............. (9,523) 9,523 46.93t0172.38 84.30
Options canceled.... 4,306 (4,306) 2.06to140.00 13.94
Options exercised.........ccceevvveeeeene - (22,015) 0.02t0112.50 4.96
BALANCE AT SEPTEMBER 30, 2000.................. 60,979 109,968 $0.02to $172.38 $13.25

(a) On September 23, 1998, in connection with tead Wireless Spin-off, the Company adjusted thsopxercise prices to maintain the
economic value of the options that existed at ithe bf the Spin-off. The range and weighted avemgecise prices of options outstanding at
September 23, 1998 were $0.61 to $8.56 and $=e&pectively, as adjusted in connection with thepl\éreless Spin-off.

(b) Represents activity related to options thatensssumed as a result of the acquisition of SnagTinaMarch 2000.
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The following table summarizes information abowetl stock options outstanding at September 30, 2@@@dber of shares in thousands):

OPTI ONS OUTSTANDING

----------------- OPTIONS EXERCISAB LE

WEIGH TED AVERAGE e e

RE MAINING WEIGHTED WEIGH TED
RANGE OF NUMBER OF CONTR ACTUAL LIFE  AVERAGE NUMBER OF AVERA GE

EXERCISE PRICES SHARES (1 N YEARS) EXERCISE PRICE SHARES EXERCISE PRICE

$0.02t0 $3.38.....ccccvenee 11,380 4.23 $2.84 10,546 $2. 95
$3.39t0 $6.05........cceeeee 40,301 5.48 4.95 23,271 4. 75
$6.06 to $8.02..........c.o... 41,016 7.40 7.10 12,060 7. 02
$8.09 to $19.25................ 6,367 8.42 16.08 1,506 16. 85
$23.831t0 $51.82................ 4,075 8.94 44.05 746 42. 57
$53.31 to $83.50................ 4,089 8.96 80.15 568 83. 01
$86.63 to $172.38............... 2,740 9.49 118.35 153 115. 41
109,968 6.59 13.25 48,850 7. 13

EMPLOYEE STOCK PURCHASE PLANS

The Company has employee stock purchase pland figible employees to purchase shares of comstock at 85% of the lower of the f
market value on the first or the last day of eaximsonth offering period. Employees may authorize Company to withhold up to 15% of
their compensation during any offering period, sabjo certain limitations. The 1991 Employee StBokchase Plan, as amended, authorizes
up to 33,600,000 shares to be granted no laterAlignst 2001. The 1996 Non-Qualified Employee StBakchase Plan authorizes up to
200,000 shares to be granted at anytime. Durirmglf3000, 1999 and 1998, shares totaling 749,00@44000 and 3,511,000 were issued
under the plans at an average price of $37.754%m4d $5.52 per share, respectively. At Septembe2@0, 12,998,000 shares were rese

for future issuance.

EXECUTIVE RETIREMENT PLANS

The Company has voluntary retirement plans thataéligible executives to defer up to 100% of the@ome on a pretax basis. On a
quarterly basis, the Company matches up to 10%eoparticipants' deferral in Company common stadeld on the then-current market
price, to be distributed to the participant updgible retirement. The income deferred and the Camypmatch held in trust are unsecured and
subject to the claims of general creditors of tlenBany. Company contributions begin vesting basedestain minimum participation or
service requirements, and are fully vested at &g®articipants who terminate employment forfedtittunvested shares. All shares forfeited
are used to reduce the Company's future matchingilbations. The plans authorize up to 800,000ahéw be allocated to participants at
anytime. During fiscal 2000 no shares, and duriscgd 1999 and 1998, 220,000 and 263,000 shares faffeitures, respectively, were
issued under the plans. The Company's matchingibaotibn net of amounts forfeited during fiscal 202999 and 1998 amounted to $2
million, $1 million and $2 million, respectively.tASeptember 30, 2000, 341,000 shares, includingdD63ssued and unallocated forfeited
shares, were reserved for future allocation.
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NOTE 11. EMPLOYEE BENEFIT PLANS (CONTINUED)
ACCOUNTING FOR STOCK-BASED COMPENSATION

Pro forma information regarding net income ande@ghings per common share has been estimated dathef grant using the Black-
Scholes option-pricing model based on the followasgumptions:

EMPLOYEE S TOCK
STO CK OPTION PLANS PURCHASE P LANS
2000 1999 1998 2000 1999 1998
Risk-free interest rate.......... 6.3% 5.2% 5.5% 5.7% 4.7% 5.1%
Volatility.......ccccceveenee. . 51.0% 50.0% 72.0% 51.0% 50.0%
Dividend yield . 0.0% 0.0% 0.0% 0.0% 0.0%
Expected life (years)............ 5.5 6.0 6.0 0.5 0.5 0.5

The Black-Scholes option-pricing model was devetbfoe use in estimating the fair value of tradedias that have no vesting restrictions
and are fully transferable and negotiable in a frading market. In addition, option valuation mizdequire the input of highly subjective
assumptions, including the expected stock pricatiliy. Because the Company's options have chariatics significantly different from
those of traded options, and because changes sulljective input assumptions can materially affeetfair value estimate, in the opinion of
management, the existing models do not necesgadiyide a reliable single measure of the fair valtigs options. The weighted average
estimated fair values of stock options grantedrdyfiscal years 2000, 1999 and 1998 were $48.624%nd $3.97 per share, respectively.
The weighted average estimated fair values of stgnanted under the Employee Stock Purchase Plaimgdiscal years 2000, 1999 and
1998 were $31.95, $2.80 and $1.99, respectively.

For purposes of pro forma disclosures, the estidnfatie value of the options is assumed to be amexitio expense over the options' vesting
periods. The pro forma effects of recognizing congag¢ion expense under the fair value method oimneime and net earnings per common
share for the years ended September 30 are aw$o{io thousands, except for net earnings per $hare

2000 1999 1998
AS REPORTED PRO FO RMA AS REPORTED PRO FORMA AS REPORTED PROF ORMA
Net income................... $670,211 $570,0 44  $200,879 $149,100 $108,532 $57, 747
Net earnings per common
share:
BasiC.....cccceeeeennen.. $ 093 $ O. 79 $ 034 $ 025 $ 020 $ O .10
Diluted..........ccuv.... $ 08 $ 0. 71 $ 031 $ 023 $ 018 $ 0O .10

The effects on pro forma disclosures of applyirgfiir value method are not likely to be represiragaf the effects on pro forma disclosu
of future years because the fair value method piGgble only to options granted subsequent to&epéer 30, 1995.

NOTE 12. INVESTMENTS IN OTHER ENTITIES
GLOBALSTAR L.P.

Through partnership interests held in certain metiate limited partnerships and other indireariests, the Company owns an approximate
6.3% interest in Globalstar, a limited partnerdbipned to
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develop, own and operate the Globalstar System Cidmepany accounts for its investment under thetgeuéthod. As a result of the
intermediate limited partnership agreements, Gkthalprofits and losses are allocated to the Compaaccordance with its percentage
ownership interest, provided that no loss shakllecated to the Company if such allocation woulehte negative balances in the Company's
intermediate partnership adjusted capital accolrasfinancial reporting purposes, the Companywsstment in the intermediate partnerships
had no basis during each of fiscal 2000, 1999 &&81and, as a result, the Company has not recamiedquity losses during those
respective fiscal years.

The Company continues to provide services angosetiucts under a number of development and prazluctntracts involving the
Globalstar System. Revenues resulting from theesgesits with Globalstar for fiscal 2000, 1999 anéi8l@ere $219 million, $435 million
and $373 million, respectively.

At September 30, 2000 and 1999, $504 million angB$&illion in interest bearing financed amounts &8@ million and $171 million in
accounts receivable, respectively, were outstanfiorg Globalstar. In May 2000, the Company and @lstar signed definitive agreement
finance current and future contract payments. Tienting bears interest at 6% and is payable imtgtia installments beginning January 15,
2001 through August 15, 2003. The Company receivadants to purchase 3,450,000 ordinary partneligkdpests in Globalstar as part of
the financing arrangement for $42.25 per unit, Wwiapproximates the market value of the common st&r&lobalstar Telecommunications
Ltd. (GTL) on the transaction date assuming agust one-to-four relationship. GTL is a publiclpded company that owns an approximate
40% interest in Globalstar. Seventy-five percerthefwarrants are vested and the remaining tweéweyplercent of the warrants vest on
September 1, 2001. The vested warrants were retaitcen estimated fair value of $36 million, remgitin a corresponding discount to the
finance receivables. The Company changed its estinfamounts collectible under Globalstar consractd recorded previously
unrecognized revenue of $8 million and interesbime of $10 million during fiscal 2000. At SeptemBe€r 2000, $18 million in future
contract billings, including unbilled receivabldsSeptember 30, 2000, are expected to be eligilérfancing under the financing agreement
with Globalstar.

On June 30, 2000, Globalstar defaulted on a $2%®mbank facility that QUALCOMM partially guaraeed in 1996. As a result of this
default, QUALCOMM's guaranty was called, and QUALIZM paid $22 million to the subject banks in fultiséaction of this guaranty.
Pursuant to an agreement entered into in 1996, re#pect to the original provision of this guaram@jobalstar caused QUALCOMM to
accept, in satisfaction of QUALCOMM's subrogatidgghts, a subordinated promissory note issued bp&@svar with a principal amount
equal to the amount QUALCOMM paid under its guaydttie Globalstar Promissory Note). The GlobalBtamissory Note bears interest at
LIBOR plus 3%, and principal and interest are do@ payable in full on June 30, 2003.

In September 2000, Globalstar announced that fivis dounding partners and a sixth partner wibbyide the company with additional equity
financing. Under the terms of their subscriptionesgnents, QUALCOMM, Loral Space & Communicationsdefone, Elsacom, T.E.S.A.\
and ChinaSat will invest $68 million in GTL commshares. GTL will use all proceeds to purchase pesstrip interests in Globalstar, which,
in turn, will use the proceeds for general corpopairposes including capital expenditures, oparatand interest payments. In the first
quarter of fiscal 2001, QUALCOMM funded its $12 hoih commitment and received 1,120,187 shares df @mmon stock.

The value of the Company's investment in and futwrsiness with Globalstar, as well as its abilitgollect outstanding receivables from
Globalstar, depends on the success of GlobalsthttenGlobalstar
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System. If Globalstar fails to generate sufficieash flow from operations through the marketingméf of its service providers, it might be
unable to fund its operating costs or service étstd

IGNITION, LLC

In March 2000, the Company purchased 42 millioneSeB Preferred units, representing an approxihda% undiluted interest, in Ignition,
LLC (Ignition), a venture firm formed to fund, mentand build wireless Internet start-up compariiée Company also received a warrant to
purchase four million common units at $0.46 pet.urtie Company made capital contributions of $1fieni during fiscal 2000 and will be
required to provide $25 million in additional equé@ontributions over five years.

WINGCAST, LLC

In July 2000, Ford Motor Company and QUALCOMM annoed the creation of a new company, Wingcast, LWh{cast), that will
develop and deliver wireless mobility servicesJuding safety and security, information and comngations, and entertainment and mobile
commerce, into cars and trucks. QUALCOMM commitiedontribute $125 million to the initial capital \Wingcast, of which $75 million is
payable in cash and $50 million is payable in nashcconsideration. QUALCOMM may be further comnditte fund an additional $75
million in cash upon vehicle manufacturers commgtio enable certain volumes of vehicles to usegdést's services. QUALCOMM hold:
15% interest in Wingcast.

QUALCOMM PERSONAL ELECTRONICS

In fiscal 1994, a subsidiary of the Company andlzs#liary of Sony Electronics Inc. (Sony Electra@)ientered into a general partnership,
QUALCOMM Personal Electronics (QPE), to manufactGi2MA consumer equipment for cellular, PCS and othiecless applications. The
Company owns 51% of the venture and consolidatds iQRs financial statements. Sony Electronic®o4$eneral partnership share in QP
presented as a minority interest in the Compaimy&itial statements. In February 2000, the Compaiyits terrestrial-based CDMA
wireless consumer phone business (Note 13). Asudtr&®PE has no on-going operations.

During fiscal 2000, 1999 and 1998, QPE sales to/&dectronics amounted to $6 million, $249 milliand $684 million, respectively.
Purchases of inventory and capital equipment fromy3Electronics and other Sony affiliates durirggél 2000, 1999 and 1998 amounted to
$3 million, $80 million and $138 million, respeatly. At September 30, 2000 and 1999, outstandioguats receivable from Sony
Electronics amounted to $2 million and $26 millioespectively. The $2 million receivable at Septen0, 2000 is the result of on-going
business unrelated to QPE. At September 30, 12@8uats payable to all Sony Electronics affiliatednpanies amounted to $14 million.

NEXTWAVE TELECOM INC.

In November 1995, the Company paid $5 million tochase 1,666,666 shares of Series B Common Statkranided a $25 million short-
term note receivable to NextWave Telecom Inc. (Méxte), a privately held company. As part of therstpurchase, the Company also
received warrants to buy 1,111,111 additional shafe&Series B Common Stock at $3 per share. DiMagch 1996, the Company converted
$15 million of the note receivable into 5,000,00@res of Series B Common Stock. The conversiontigased as a non-cash transaction for
the consolidated statement of cash flows. In J@88 1the Company recorded a $20 million non-casiigghto write-off its investment in
NextWave.
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Subsidiaries of NextWave filed for bankruptcy purtien in June 1998 under Chapter 11 of the U.SkBgricy Code. There is significant
uncertainty as to the outcome of the bankruptcggedings.

OTHER INVESTMENTS

The Company makes strategic investments in comgdinéd have developed or are developing innovativeless data applications and
wireless carriers that promote the worldwide deplept of CDMA and high data rate, 1XEV, systems.eD#frategic investments as of
September 30, 2000 and 1999, amounted to $14&méaind $51 million, respectively. At September3100, effective ownership interest:
the investees ranged from 1% to 50%. Funding comerits related to these investments total $66 milioSeptember 30, 2000, which the
Company expects to fund in fiscal 2001. Such com@iiits are subject to the investees meeting cartaiditions; actual equity funding may
be in lesser amounts. It is not practicable tavest the fair value of these investments as thesimvents are predominantly closely held and
not publicly traded. An investee's failure to siesfelly develop and provide competitive productd aervices due to lack of financing,
market demand or unfavorable economic environmeuldcadversely affect the value of the Companywsstment in the investee. There can
be no assurance that the investees will be suedéssheir efforts.

NOTE 13. DISPOSITION OF ASSETS AND OTHER CHARGES

In February 2000, the Company sold its terresb@ded CDMA wireless consumer phone business, imglts phone inventory,
manufacturing equipment and customer commitmeatsybcera Wireless (Kyocera). Under the agreeméitft Myocera, Kyocera agreed to
purchase a majority of its CDMA integrated circsgts and system software requirements from QUALCONIM period of five years.
Kyocera will continue its existing royalty-beari@PMA license agreement with QUALCOMM. QUALCOMM reaged $242 million,
including interest, during fiscal 2000 for the assets sold.

As part of the agreement with Kyocera, QUALCOMMrfad a new subsidiary that has a substantial nuoftanployees from
QUALCOMM Consumer Products business to provideises/to Kyocera on a cost-plus basis to supporicksess phone business for up to
three years. In addition, selected employees of @&te transferred to Kyocera. As a condition ofpitiechase, QPE paid down and cance
its two revolving credit agreements. QUALCOMM reded $83 million in charges during fiscal 2000 tbeet the estimated difference
between the carrying value of the net assets anddhsideration received from Kyocera, less castell, and employee termination costs.

In May 1999, the Company sold certain of its asesltged to its terrestrial CDMA wireless infragtture business to Ericsson and entered
various license and settlement agreements witts&oit. Pursuant to the Company's agreement witkdeng the Company has and will
extend financing for possible future sales by Eacsof infrastructure equipment and related sesvioespecific customers in certain
geographic areas, including Brazil, Chile, Mexiand Russia or in other areas selected by Eric$¢ote 5). The Company recorded charges
of $251 million during fiscal 1999 related to thades of its terrestrial CDMA wireless infrastruauusiness. Ericsson has notified the
Company that it is disputing the purchase pricet¢Nd).

The Company leases certain facilities to Ericssuhkyocera under noncancelable operating leas#is provisions for cost-of-living
increases. The leases expire on various datesghiday 31, 2004 and February 20, 2005, respectieelg generally provide for renewal
options thereafter. Future minimum
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rentals in each of the next five years from fis2@01 to 2005 are $22 million, $22 million, $23 noili, $19 million and $5 million, including
$1 million in fiscal 2001 and 2002 related to saisies.

On July 25, 2000, QUALCOMM announced that it intemad spin-off its integrated circuits and systerfivgare solutions business. In
connection with this announcement, QUALCOMM file€arrent Report on Form 8-K dated July 25, 2000.

NOTE 14. RESTRUCTURING

During January 1999, the Company completed a rewieits operating structure to identify opportuegito improve operating effectivenes
connection with the Company's plan to exit certaitivities in its infrastructure equipment business a result of this review, management
approved a formal restructuring plan that elimide&1 positions. The Company recorded chargesédaoatipns of $15 million during the
second quarter of fiscal 1999, including $10 millio employee termination costs, $3 million in assgairments and $1 million in estimated
net losses on subleases or lease cancellationtigsndlhe activities related to the restructuriagdnbeen completed. The following table
presents the roll forward from the initial provisiduring fiscal 1999 to September 30, 2000 (in Hamals):

SEPTEMBER 30, SEPTEMBER 30,
PROVISIONS DEDUCT IONS 1999 DEDUCTIONS 2000
Employee termination costs.... $10,162  $(10, 162) $ - $ - $ -
Facility exit costs........... 4,397 3, 866) 531 (531) --
TOAl. v, $14,559  $(14, 028) $ 531 $ (531) $

NOTE 15. COMMITMENTS AND CONTINGENCIES
LITIGATION

On or about June 5, 1997, Elisra Electronic Systettis(Elisra) submitted to the International Chamnbf Commerce a Request for
Arbitration of a dispute with the Company basedrupdevelopment and Supply Agreement (DSA) entardbetween the parties effective
November 15, 1995, alleging that the Company wrolhgferminated the DSA, seeking monetary damaghe.Company thereaft

submitted a Reply and Counterclaim, alleging tHatr& breached the DSA, seeking monetary damagdsefuently, the parties stipulated
that the dispute be heard before an arbitrator uh@ejurisdiction of the American Arbitration Aggation, and to bifurcate the resolution of
liability issues from damage issues. To date, thérator has heard testimony regarding the ligpiir non-liability of the parties, postearing
briefs have been filed, and the parties have stbdhdral argument. Although there can be no assartrat the resolution of these claims
not have a material adverse effect on the Compaestidts of operations, liquidity or financial pian, the Company believes that the claims
made by Elisra are without merit and will vigoroudefend against the claims.

On October 27, 1998, the Electronics and Teleconications Research Institute of Korea (ETRI) subsditto the International Chamber of
Commerce a Request for Arbitration (the Reques#) diSpute with the Company arising out of a JDietelopment Agreement (JDA) dated
April 30, 1992, between ETRI and the Company. lnRequest, ETRI alleged that the Company breaohedic provisions of the JDA and

sought monetary damages and an accounting. The &onfiled an answer and counterclaims denying Hlegations, seeking a declaration
establishing the termination of the JDA
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and monetary damages and injunctive relief ag&m®&|. The arbitration hearing has concluded, ahdrgument has been submitted to the
arbitral panel. A decision is pending. Althoughrthean be no assurance that the resolution of tHasas will not have a material adverse
effect on the Company's results of operationsjdi¢yor financial position, the Company believaatthe claims are without merit and will
vigorously defend the action.

On May 6, 1999, Thomas Sprague, a former emplojdedCompany, filed a putative class action agaims Company, ostensibly on behalf
of himself and those of the Company's former emgdsywho were offered employment with Ericsson imuction with the sale to Ericsson
of certain of the Company's infrastructure divisassets and liabilities and who elected not toq@péate in a Retention Bonus Plan being
offered to such former employees. The complaint fikad in California Superior Court in and for t®unty of San Diego and purports to
state eight causes of action arising primarilyafdlleged breaches of the terms of the Compar®g4 Btock Option Plan, as amended from
time to time. The putative class sought to incliatener employees of the Company whom, among otfirgs, "have not or will not execute
the Bonus Retention Plan and accompanying fullaomplete release of QUALCOMM." The complaint seakrder accelerating all
unvested stock options for the members of the clabthe 1,053 transitioning former employees whd kinvested stock options, 1,016
elected to participate in the Retention Bonus Blered by QUALCOMM and Ericsson, which providesael benefits including cash
compensation based upon a portion of the valubedf invested options, and includes a written sda# claims against the Company. On
July 30, 1999, plaintiffs filed a First Amended QGualaint incorporating the allegations set forthhe briginal complaint, adding two new
causes of action and expanding the putative ctaakso include those former employees who chogauttticipate in the Bonus Retention Plan.
In October 1999, the court sustained the Compalgyisurrer to the plaintiffs' cause of action fordmie of fiduciary duty. Counsel for the
putative class filed a Second Amended Complaiwtutling substantially the same allegations as ttet Emended Complaint, on November
1, 1999. On March 10, 2000, counsel for plaintiifel QUALCOMM filed a Stipulation of Settlement witie court that would allocate a
settlement payment of $9 million, which will be fied by third parties, to all plaintiffs who do redéct to opt out of the settlement on or
before April 17, 2000. The number of employeesteigao opt out exceeded the limit, and the Compalegted to void the settlement. On
September 15, 2000, the Court certified the casedass action. Although there can be no assuithat@n unfavorable outcome of the
dispute would not have a material adverse effecherCompany's results of operations, liquiditfioancial position, the Company believes
the claims are without merit and will vigorouslyfeled the action.

On June 29, 1999, GTE Wireless, Incorporated (Jil& an action in the U.S. District Court for tRastern District of Virginia asserting
that wireless telephones sold by the Company igéria single patent allegedly owned by GTE. On Sejpée 15, 1999, the court granted the
company's motion to transfer the action to the DiStrict Court for the Southern District of Califoa. Trial is scheduled to commence in
case on February 27, 2001. Although there can kessorance that an unfavorable outcome of the @ispould not have a material adverse
effect on the Company's results of operationsjdityior financial position, the Company believes faction is without merit and will
vigorously defend the action.
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QUALCOMM and Ericsson are currently participatimgan arbitration in which Ericsson is disputing tietermination of the purchase price
under the asset purchase agreement pursuant tb whasson acquired certain assets related to dmep@ny's terrestrial wireless
infrastructure business in May 1999. QUALCOMM hé&soaeceived notice from Ericsson that Ericssoarids to assert claims for
indemnification under the subject asset purchasseagent. QUALCOMM and Ericsson are having on-galisgussions aimed at potentially
resolving these claims. In the event the partiesuaable to otherwise resolve these claims, thdipgrarbitration with respect to the purch
price determination shall continue to proceed fodxand Ericsson's claims for indemnification widl bubject to resolution pursuant to the
dispute resolution procedures set forth in thetgasehase agreement. Although there can be noaassuthat the resolution of these claims
will not have a material adverse effect on the Canys results of operations, liquidity or finangaisition, the Company believes the claims
are without merit and will vigorously defend them.

On February 2, 2000, Thomas Durante, James CZlayis Parker and Joseph Edwards, filed a putatags action against the Company,
ostensibly on behalf of themselves and those foenasloyees of the Company whose employment wasnated in April 1999. Virtually al
of the purported class of plaintiffs received semee packages at the time of the termination af #mployment, in exchange for a release of
claims, other than federal age discrimination cigiagainst the Company. The complaint was file@atifornia Superior Court in and for the
County of Los Angeles and purports to state tersesiof action including breach of contract, agerifisination, violation of Labor Code ss.
200, violation of Labor Code ss. 970, unfair busipractices, intentional infliction of emotionddtdess, unjust enrichment, breach of the
covenant of good faith and fair dealing, declaratetief and undue influence. The complaint seeksraler accelerating all unvested stock
options for the members of the class. On June @J0,2he case was ordered transferred from Los l&adg@ounty Superior Court to San
Diego County Superior Court. On July 3, 2000, tleenpany removed the case to the United States &i§taurt for the Southern District of
California. Although there can be no assurancedhatnfavorable outcome of the dispute would netl@amaterial adverse effect on the
Company's results of operations, liquidity or finah position, the Company believes the claimsvéiteout merit and will vigorously defend
the action.

On June 13, 2000, Van May, Ruth Ann Feldman, Je#dan MacGuire and Maurice Clark filed a putatilass action lawsuit in San Diego
County Superior Court against the Company and agg@ALCOMM Personal Electronics (QPE), ostensilnybehalf of themselves and
other former employees of QPE who were offered fiisna QPE's Performance Unit Plan. The complpimports to state seven causes of
action, including breach of contract, violation@ilifornia Labor Code Section. 970, fraud, unfaisiness practices, unjust enrichment,
breach of the covenant of good faith and fair aepdind declaratory relief. Although there can bassurance that an unfavorable outcome of
the dispute would not have a material adverse effiethe Company's results of operations, liquiditfinancial position, the Company
believes the claims are without merit and will vigasly defend the action.

The Company is engaged in other legal actionsrariisi the ordinary course of its business and betig¢hat the ultimate outcome of these
actions will not have a material adverse effecttemesults of operations, liquidity or financialgition.

OPERATING LEASES

The Company leases certain of its facilities angdi@gent under noncancelable operating leases,taiiths ranging from two to ten years and
with provisions for cost-of-living increases. Rdraapense for
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these facilities and equipment for fiscal 2000,988d 1998 was $19 million, $17 million and $11liorl, respectively. Future minimum
lease payments in each of the next five years fiscal 2001 through 2005 are $20 million, $16 roitlj $10 million, $7 million and $5
million, respectively, and $5 million thereafter.

PURCHASE OBLIGATIONS

The Company has agreements with certain suppbgpsitchase certain components, and estimatesnrtsanoelable obligations under these
agreements to be approximately $30 million throfigbal 2003. The Company also has a commitmenttoh@se communications services
for approximately $25 million in fiscal 2001, $26lkon in fiscal 2002, $21 million in fiscal 2003d $15 million in each of the subsequent
fiscal years through 2006.

LETTERS OF CREDIT, FINANCIAL GUARANTEES AND OTHER F INANCIAL COMMITMENTS

On December 22, 1999 and April 25, 2000, the Comjemal Pegaso Telecomunicaciones, S.A. de C.V. @&¢ga wireless
telecommunications operating company investee aplWireless, executed commitment letters, in wiliiehCompany agreed to underwrite
up to $500 million of debt financing to Pegaso &advholly owned subsidiary, Pegaso Comunicacigngsstemas, a CDMA wireless
operating company in Mexico. The debt financing ldaronsist of a $250 million senior secured fagiind a $250 million unsecured facili
The debt facilities are expected to have final mtés of seven to eight years. The Company culydrats approximately $206 million in
interest-bearing receivables from Pegaso and hamgteed a $175 million bridge facility. The Comp#inegotiating an amendment to the
$175 million facility to increase the amount avhiato $300 million and to extend the term from Mmber 2000 to June 2001. The bridge
facility will be prepaid and cancelled upon fundioigeither the $250 million senior secured facibitythe $250 million unsecured facility.

In addition to the debt financing commitment to &g the Company has $6 million of letters of dradd $16 million of other financial
guarantees outstanding as of September 30, 2008,afavhich are collateralized.

METROSVYAZ LTD.

In fiscal 1999, the Company recorded $51 milliorlarges to reflect the impairment of assets relatéMetrosvyaz Ltd. (Metrosvyaz), a
company formed to develop and manage investmentiréless operating companies in Russia, as atreSukap Wireless' announcement of
its intention to withdraw its support for Metrosweydn February 2000, as a result of ongoing disonssand QUALCOMM's continued
interest in promoting CDMA in Russia, the Compaigned a Memorandum of Understanding (MOU) with Mettyaz, pursuant to which,
the Company advanced $6 million under a previoaglgting loan facility. The amount advanced waswed to be nonrecoverable, and the
$6 million charge was recorded as other operating expense. In March 2000, the parties ddeaccelerate certain provisions of the M(
and as a result, QUALCOMM will receive a 30% inttrimn Metrosvyaz before Metrosvyaz meets additidmadling milestones. The MOU
provides specific milestones that Metrosvyaz muséinto obtain an additional $10 million in fundinfithe additional funding occurs,
QUALCOMM will receive an additional 5% interestMetrosvyaz. The Company also has a commitmentdeige up to approximately $30
million in vendor financing to Metrosvyaz relatedfotential future sales made by Ericsson to Metrazs (Note 5).
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PERFORMANCE GUARANTEES

Certain of the Company's contracts provide forqrenfince guarantees to protect customers agaiasddéivery of its products or a failure to
perform. These performance guarantees generalydador contract offsets to the extent the prodweee not delivered by scheduled deliv
dates or the systems fail to meet specified perdoica criteria. The Company is dependent in patherperformance of its suppliers and
strategic partners to provide products and serfimethe various systems that are the subjecteftiarantees. Thus, the Company's ability to
deliver such products and services in a timely reanmay be outside of its control. If the Companynsble to meet its performance
obligations, the performance guarantees could atrtoumsignificant portion of the contract valualamould have a material adverse effec
product margins and on the Company's results afadipes, liquidity and financial position.

NOTE 16. SEGMENT INFORMATION

The Company is organized on the basis of produadssarvices. Reportable segments are as followgL@OMM CDMA Technologies
(QCT) is a leading developer and supplier worldwal€EDMA-based wireless communication integrateduits and system and applications
software solutions for voice and data communicatiproducts and services; QUALCOMM Technology LiégeggQTL) licenses third partie
to design, manufacture, and sell products incotparahe Company's technologies; and QUALCOMM Wesd Systems (QWS) designs,
manufactures, markets, and deploys infrastructndehandset products for use in terrestrial andteamstrial CDOMA wireless and satellite
networks and provides satellite-based two-way detasaging, position reporting equipment and sesuizéransportation companies. The
Company sold its terrestrial-based CDMA wirelessstomer phone business, the former operating seg@e®LCOMM Consumer
Products (QCP), to Kyocera in February 2000 (N&e 1

The Company evaluates the performance of its segniesed on earnings before income taxes (EBT). iBE8llides the allocation of certain
corporate expenses to the segments, including ciegio; and amortization expense related to unatkst corporate assets. Segment data
includes intersegment revenues. Segment assetsrapised of accounts receivable, finance recedsabhd inventory. Total segment assets
differ from total assets on a consolidated base @esult of unallocated corporate assets.
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The table below presents information about repostggiments for the years ended September 30 (isdhds):

QCT QTL QWS RECONCILING ITEMS  TOTAL
2000
Revenues................. $1,238,702 $ 705, 484 $ 720,907 $ 531,687 $ 3,196,780

391,519 633, 336 272,202 (100,252) 1,196,805
296,054 160, 604 1,118,644 4,487,680 6,062,982

$1,133,422 $ 454, 163 $ 939,780 $1,409,934  $ 3,937,299

427,994 404, 947 20,220 (546,475) 306,686
187,517 91, 368 868,143 3,387,922 4,534,950

$ 879,858 $ 289, 934 $1,048,957 $1,129,121  $ 3,347,870

258,369 256, 401 (53,054) (313,042) 148,674
156,626 49, 728 599,166 1,761,193 2,566,713

Other reconciling items for the years ended Sepéer8b are comprised as follows (in thousands):

2000 1999 1998

REVENUES

Revenues from external customers of QCP segment sol d..... $ 541,856 $1,469,637 $ 855,101
Elimination of intersegment revenue................ . ... (190,950) (382,796) (458,259)
Other productsS......cccoovivveiiiiiieeeiees 180,781 323,093 732,279
Reconciling items.......ccocovevvvvvevvecveee. L $ 531,687 $1,409,934 $1,129,121

EARNINGS BEFORE INCOME TAXES

Unallocated corporate eXpenses......ccccoeeeeeeeeee $ (337,456) $(337,723) $ (19,413)

EBT of QCP segment sold........... — (70,073) (39,983) (168,714)
Unallocated interest expense............. - (2,204) (11,595) (4,579)
Unallocated investment income, net................. ... 391,749 26,610 22,434
Distributions on Trust Convertible Preferred Securi ties
of subsidiary trust..........cccocvvveeeee. L (13,039) (39,297) (39,270)
Intracompany profit.........cccocevvven. L (73,848) (130,676) (102,418)
L@ 1 =Y O 4,619  (13,811) (1,082)
Reconciling items.......cccooeeveveevvecveees L $ (100,252) $(546,475) $(313,042)

Generally, revenues between operating segmentsaaesl on prevailing market rates or an approximatiereof. Unallocated corporate
expenses for fiscal 2000 include $83 million inrges related to the sale of the terrestrial-badeM& phone business, $60 million for in-
process technology related to the SnapTrack adiuisand $146 million for amortization of goodwdlhd other acquisition-related intangible
assets. Unallocated corporate expenses for fi€&8 ihclude $331 million related to the sale oftaierassets of the Company's terrestrial
CDMA wireless infrastructure business (Note 133tmecturing
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charges (Note 14), and the impairment of assatenmection with Leap Wireless' decision to withdigssupport of Metrosvyaz (Note 2).

Specified items included in segment EBT for yeandesl September 30 are as follows (in thousands):

QCT QTL QWS

2000
Revenues from external customers................. . ... $1,130,216 $ 628,766 $ 715,161
Intersegment revVenuUes.......cccccvveveveveeeees L 108,486 76,718 5,746
Interest inCome........cooovvvvvvvvveeeneaeeee. L - -- 110,419
Equity in losses of investees......cccccceeeeeee. L - -- (1,206)

1999
Revenues from external customers.................. ... $ 896,484 $ 343,242 $ 928,696
Intersegment revVenuUes.......cccccvveveveeeeeees L 236,938 110,921 11,084
Interest iNCOMe.......ooovvvviiiiiiiiceeeeees - -- 16,889
Equity in losses of investees.....cccccceeeeeeee. L - -- (7,074)

1998
Revenues from external customers.................. ... $ 583,111 $ 218,480 $1,012,344
Intersegment revVenues.......ccccvveveveeeeeees L 296,747 71,454 36,613
Equity in losses of investees......cccccceeeeeee. L - --  (20,551)

Sales information by geographic area for the yeaded September 30 is as follows (in thousands):

2000 1999 1998

United States.......cccceeeeveieiiiiciiiiiiienes
South Korea........cceeveeeeieiieiiiiiiiiieeees
Other Foreign........cccceevvvieeeiiiiieeeeee

...... $1,681,104 $2,459,838 $2,213,738
...... 711,588 881,494 633,142
...... 804,088 595,967 500,990

$3,196,780 $3,937,299 $3,347,870

The Company distinguishes revenues from exterrsbawers by geographic areas based on customeiolocat

The net book value of long-lived assets locatedidatof the United States was $10 million, $16ionilland $15 million at September 30,
2000, 1999 and 1998, respectively.

NOTE 17. SUBSEQUENT EVENTS

In October 2000, the Company agreed to invest $2ilidn in the convertible preferred shares of laquLimited (Inquam). Inquam is a
venture fund formed to acquire, own, develop andaga wireless telecommunication systems, eithectyr or indirectly, with the primary
intent of deploying CDMAbased technology. In October 2000, the Companyefdi$0 million of this investment and advanced éditiona
$10 million under a promissory note that mature©atober 31, 2001 and bears interest at 10%. Tep@ay expects to fund its remaining
equity commitment over three years.
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The following financial information reflects all moal recurring adjustments that are, in the opimibmanagement, necessary for a fair
statement of the results of the interim periodsn®arized quarterly data for fiscal 2000 and 199%si$ollows (in thousands, except per share
data):

1ST QUARTER 2ND QUARTER 3RD QUARTER 4TH QUARTER

2000
Revenues (1)......ccccovveenieenieeennnnnn $1, 120,073 $ 727,741 $ 713,521 $ 635,445
Gross profit (2).....cceeeeeeeeeesiiicinnnnns 471,325 377,345 438,569 402,419
Operating inCome............ocoveeeeenunenn. 259,921 71,791 217,434 173,492
Net income.........ccoevveiiiieiiiennen. 177,119 199,716 154,701 138,675
Basic net earnings per common share (3)....... $ 027 $ 028 $ 021 $ 0.19
Diluted net earnings per common share (3)..... $ 023 $ 025 $ 019 $ 0.17
1999
REVENUES......octveiieieeieeie e $ 941,223 $ 932,395 $1,004,066 $1,059,615
Gross profit(2).......ccccevvveerieeinneenns 298,833 308,620 406,399 438,375
Operating inCome............ccoueeeeenuneenn. 77,948 5,189 98,379 223,624
Net income (10SS).......cocvvveeiiiinenennne 48,530 (42,620) 58,948 136,021
Basic net earnings (loss) per common share

(B) et $ 009 $ (007) $ 010 $ 021
Diluted net earnings (loss) per common share

(B) et $ 0.08 $ (0.07) $ 0.09 $ 0.18

(1) The decrease in revenues from the first quamtére second quarter of fiscal 2000 was primatilg to a decrease in the terrestrial-based
CDMA consumer product revenue as a result of theafahe business in February 2000.

(2) Gross profit is calculated by subtracting aafstevenues from total revenues.

(3) Earnings per share are computed independettlyaich quarter and the full year based upon réspexverage shares outstanding.
Therefore, the sum of the quarterly net earningsspare amounts may not equal the annual amoupdstegl.
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1. ESTABLISHMENT, PURPOSE AND TERM OF PLAN.

1.1 ESTABLISHMENT. The QUALCOMM Incorporated 200108k Option Plan (the "PLAN") is hereby establiskeffictive as of February
27, 2001 (the "EFFECTIVE DATE"), subject to the epml by Company shareholders.

1.2 PURPOSE. The purpose of the Plan is to advinecmterests of the Participating Company Groupitsmstockholders by providing an
incentive to attract and retain persons eligiblestteive Options under the Plan and by motivatirdhgersons to contribute to the growth and
profitability of the Participating Company Group.

1.3 TERM OF PLAN. The Plan shall continue in effentil the earlier of its termination by the Boandthe date on which all of the shares of
Stock available for issuance under the Plan haee Esued and all restrictions on such shares uhdderms of the Plan and the agreements
evidencing Options granted under the Plan havesthgdowever, all Incentive Stock Options shall bented, if at all, within ten (10) years
from the earlier of the date the Plan is adoptethbyBoard or the date the Plan is duly approvethbystockholders of the Company.

2. DEFINITIONS AND CONSTRUCTION.
2.1 DEFINITIONS. Whenever used herein, the follogviarms shall have their respective meanings st bzlow:

(a) "AFFILIATE" means (i) an entity, other than arBnt Corporation, that directly, or indirectlydbigh one or more intermediary entities,
controls the Company or (ii) an entity, other tlma8ubsidiary Corporation, that is controlled by @wmpany directly, or indirectly through
one or more intermediary entities, or (iii) an gnthich the Board designates as an Affiliate. this purpose, the term "control" (including
the term "controlled by") means the possessioectior indirect, of the power to direct or causedirection of the management and policies
of the relevant entity, whether through the ownigrsifi voting securities, by contract or otherwiseshall have such other meaning assigned
such term for the purposes of registration on F8runder the Securities Act.

(b) "BOARD" means the Board of Directors of the Quany. If one or more Committees have been appolntdtie Board to administer the
Plan, "BOARD" also means such Committee(s).

(c) A"CHANGE IN CONTROL" shall mean an Ownershipahge Event or a series of related Ownership Chewxgats (collectively, a
"TRANSACTION") wherein the stockholders of the Caany immediately before the Transaction do not netaimediately after the
Transaction, in substantially the same proportemgheir ownership of shares of the Company's gatiock immediately before the
Transaction, direct or indirect beneficial



ownership of more than fifty percent (50%) of tbeat combined voting power of the outstanding vptiecurities of the Company or, in the
case of a Transaction described in Section 2.1iju}tie corporation or other business entity tdakithe assets of the Company were
transferred (the "TRANSFEREE"), as the case may be.Board shall determine in its discretion whetheltiple sales or exchanges of the
voting securities of the Company or multiple OwtgosChange Events are related. Notwithstandingtkeeding sentence, a Change in
Control shall not include a Spinoff Transaction.

(d) "CODE" means the Internal Revenue Code of 188@&mended, and any applicable regulations pratedghereunder.

(e) "COMMITTEE" means the Compensation Committeetber committee of the Board duly appointed to mister the Plan and having
such powers as shall be specified by the Boardeddnthe powers of the Committee have been spdlifiraited, the Committee shall have
all of the powers of the Board granted herein,udiig, without limitation, the power to amend antéate the Plan at any time, subject to
terms of the Plan and any applicable limitationpased by law.

(f) "COMPANY" means QUALCOMM Incorporated, a Delasgacorporation, or any Successor.

(g) "CONSULTANT" means a person engaged to proemesulting or advisory services (other than as mplByee or a Director) to a
Participating Company.

(h) "DIRECTOR" means a member of the Board or efltbard of directors of any other Participating @any.

() "DISABILITY" means the Participant has beenetatined by the long-term disability insurer of farticipating Company Group as
eligible for disability benefits under the long+tredisability plan of the Participating Company Guaar the Participant has been determined
eligible for Supplemental Security Income bendiigshe Social Security Administration of the Unit8thtes of America.

() "EMPLOYEE" means any person treated as an eyagdincluding an Officer or a Director who is atseated as an employee) in the
records of a Participating Company and, with resfmeany Incentive Stock Option granted to suctspeywho is an employee for purpose
Section 422 of the Code; provided, however, thihee Service as a Director nor payment of a Dogstfee shall be sufficient to constitute
employment for purposes of the Plan. The Compaalf dbtermine in good faith and in the exercis@&otliscretion whether an individual t
become or has ceased to be an Employee and tlegaffdate of such individual's employment or tevation of employment, as the case |
be.

(k) "EXCHANGE ACT" means the Securities Exchangéd &fc1934, as amended.
() "FAIR MARKET VALUE" means, as of any date, thalue of the Stock determined as follows:
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(i) If the Stock is listed on any established stegkkhange or traded on the Nasdag National MarkétsoNasdaq SmallCap Market, the Fair
Market Value of a share of Stock shall be the dligsiales price for such stock (or the closing ibidp sales were reported) as quoted on such
exchange or market (or if the stock is traded omentilan one exchange or market, the exchange deinaith the greatest volume of trading
in the Stock) on the last market trading day ptiothe day of determination, as reported in THE ILAATREET JOURNAL or such other
source as the Board deems reliable.

(i) In the absence of such markets for the Stthoé,Fair Market Value shall be determined in gaaithfby the Board.

(m) "INCENTIVE STOCK OPTION" means an Option intenblto be (as set forth in the Option Agreement)wahidh qualifies as an
incentive stock option within the meaning of Sect#?2(b) of the Code.

(n) "INSIDER" means an Officer, a Director of ther@pany or other person whose transactions in Stoekubject to
Section 16 of the Exchange Act.

(0) "NON-CONTROL AFFILIATE" means any entity in wdfi any Participating Company has an ownershipésteand which the Board
shall designate as a Non-Control Affiliate.

(p) "NONSTATUTORY STOCK OPTION" means an Option imtended to be (as set forth in the Option Agrestiner which does not
qualify as an Incentive Stock Option.

(q) "NORMAL RETIREMENT AGE" means the date on whighParticipant has attained the age of sixty (@@ry and has completed ten
years of continuous Servic

(r) "OFFICER" means any person designated by trerdBas an officer of the Company.

(s) "OPTION" means a right to purchase Stock purst@the terms and conditions of the Plan. An @pthay be either an Incentive Stock
Option or a Nonstatutory Stock Option.

(t) "OPTION AGREEMENT" means an agreement, in siacin as the Board may approve, between the Compadya Participant setting
forth the terms, conditions and restrictions ofGption granted to the Participant and any shargsia upon the exercise thereof.

(u) An "OWNERSHIP CHANGE EVENT" shall be deemecdhive occurred if any of the following occurs widspect to the Company: (i)
the direct or indirect sale or exchange in a singlseries of related transactions by the stockdrsldf the Company of more than fifty percent
(50%) of the voting stock of the Company; (ii) arger or consolidation in which the Company is ayd(ii) the sale, exchange, or transfer
of all or substantially all, as determined by th@aBl in its discretion, of the assets of the Comgpan(iv) a liquidation or dissolution of the
Company.



(v) "PARENT CORPORATION" means any present or fatiparent corporation” of the Company, as defimefiéction 424(e) of the Code.
(w) "PARTICIPANT" means any eligible person who leen granted one or more Options.

(x) "PARTICIPATING COMPANY" means the Company oryaRarent Corporation or Subsidiary Corporation &iliate.

(y) "PARTICIPATING COMPANY GROUP" means, at any pbin time, all entities collectively which are th@articipating Companies.

(z) "PRIOR PLAN OPTION" means, any option grantedspiant to the Company's 1991 Stock Option Plamhvisi outstanding on or after
the date on which the Board adopts the Plan oriwisigranted thereafter and prior to the Effecihate.

(aa) "RULE 16b-3" means Rule 16b-3 under the Exghakct, as amended from time to time, or any susmresile or regulation.
(bb) "SECTION 162(m)" means Section 162(m) of tlea €&

(cc) "SECURITIES ACT" means the Securities Act 883, as amended.

(dd) "SERVICE" means

(i) a Participant's employment or service with Bagticipating Company Group, whether in the cagaafian Employee, a Director or a
Consultant. A Participant's Service shall not bended to have terminated merely because of a chiarige capacity in which the Participant
renders Service to the Participating Company Garugchange in the Participating Company for whiehParticipant renders such Service,
provided that there is no interruption or termioatof the Participant's Service. Furthermore, anlguch extent as may be provided by the
Company's leave policy, a Participant's Servicé wie Participating Company Group shall not be dmkto have terminated if the Particip
takes any military leave, sick leave, or other éeaffabsence approved by the Company. Notwithstgrtiie foregoing, a leave of absence
shall be treated as Service for purposes of vestigto such extent as may be provided by the Gomis leave policy. The Participant's
Service shall be deemed to have terminated eitv@n an actual termination of Service or upon théyefor which the Participant performs
Service ceasing to be a Participating Company;mxbat if the entity for which Participant perfosrBervice is a Subsidiary Corporation and
ceases to be a Participating Company as a resthiedistribution of the voting stock of such Sulieiy Corporation to the shareholders of
Company, Service shall not be deemed to have tatedras a result of such distribution. Subjeché&oforegoing, the Company, in its
discretion, shall determine whether the Particilsgad®érvice has terminated and the effective daseicti termination.

(if) Notwithstanding any other provision of thisc@ien, a Participant's Service shall not be deetodthve terminated merely because the
Participating Company for which the Participantders Service ceases to be a member of the Patiigjpa
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Company Group by reason of a Spinoff Transactionshall Service be deemed to have terminated vggmmption of Service from the
Spinoff Company to a Participating Company. Fopaliposes under this Plan, a Participant's Seslie# include Service, whether in the
capacity of an Employee, Director or a Consultfortthe Spinoff Company provided a Participant wasployed by the Participating
Company Group immediately prior to the Spinoff Tgaction. Notwithstanding the foregoing, if the Ca@mp's auditors determine that the
provisions or operation of the preceding two sergerwould cause the Company to incur a compenseatjpense and provided further that in
the absence of the preceding two sentences nocsmgpensation expense would be incurred, then thegteceding sentences shall be
without force or effect, and the vesting and exsalility of each outstanding Option and any shaoegiired upon the exercise thereof sha
determined under any other applicable provisiothefPlan or the Option Agreement evidencing suctio@p

(ee) "SPINOFF COMPANY" means a Participating Conypahich ceases to be such as a result of a Spimaffsacton.

(ff) "SPINOFF TRANSACTION" means a transaction ihieh the voting stock of an entity in the Parti¢ipg Company Group is distributed
to the shareholders of a parent corporation aseefoy Section 424(e) of the Code, of such entity.

(gg) "STOCK" means the common stock of the Compasygdjusted from time to time in accordance wébti®n 4.2.

(hh) "SUBSIDIARY CORPORATION" means any presenfudure "subsidiary corporation” of the Companydafined in
Section 424(f) of the Code.

(i) "SUCCESSOR" means a corporation into or withietn the Company is merged or consolidated or whijuires all or substantially all
the assets of the Company and which is designatéidebBoard as a Successor for purposes of the Plan

(iD "TEN PERCENT STOCKHOLDER" means a person wabthe time an Option is granted to such persomsostock possessing more
than ten percent (10%) of the total combined votiagrer of all classes of stock of a Participatiragrany within the meaning of Section
422(b)(6) of the Code.

2.2 CONSTRUCTION. Captions and titles containecelreare for convenience only and shall not affeetrheaning or interpretation of any
provision of the Plan. Except when otherwise inttideby the context, the singular shall includeghgal and the plural shall include the
singular. Use of the term "or" is not intended éodxclusive, unless the context clearly requiresitise.

3. ADMINISTRATION.
3.1 ADMINISTRATION BY THE BOARD. The Plan shall ledministered by the Board and its designees.

3.2 AUTHORITY OF OFFICERS. Any Officer shall hauetauthority to act on behalf of the Company wispect to any matter, right,
obligation, determination or election



which is the responsibility of or which is allocdt® the Company herein, provided the Board hasgadeéd such authority to the Officer with
respect to such matter, right, obligation, deteation or election.

3.3 POWERS OF THE BOARD. In addition to any othewprs set forth in the Plan and subject to the ipions of the Plan, the Board shall
have the power and authority:

(a) to determine the persons to whom, and the éintenes at which, Options shall be granted anchtimaber of shares of Stock to be subject
to each Option;

(b) to designate Options as Incentive Stock Opt@mNonstatutory Stock Options;

(c) to determine the terms, conditions and resbrist applicable to each Option (which need notdeatical) and any shares acquired upon the
exercise thereof, including, without limitation) {he exercise price of the Option, (ii) the metlodghayment for shares purchased upon the
exercise of the Option, (iii) the method for satigfon of any tax withholding obligation arisingdnnnection with the Option or such shares,
including by the withholding or delivery of shamafsStock,

(iv) the timing, terms and conditions of the exeatiility of the Option or the vesting of any shaaequired upon the exercise thereof, (v) the
time of the expiration of the Option, (vi) the effef the Participant's termination of Service oy af the foregoing, and (vii) all other terms,
conditions and restrictions applicable to the Qptio such shares not inconsistent with the terntkePlan;

(d) to approve one or more forms of Option Agreetnen

(e) to amend, modify, extend, cancel (subject édlithitations in Section 11) or renew any Optiort@waive any restrictions or conditions
applicable to any Option or any shares acquirechupe exercise thereof;

(f) to accelerate, continue, extend or defer trer@sgability of any Option or the vesting of anyasés acquired upon the exercise thereof,
including with respect to the period following arfR@pant's termination of Service;

(9) to delegate to any proper Officer the authawtgrant one or more Options, without further amat of the Board, to any person eligible
pursuant to Section 5, other than a person whiieaime of such grant, is an Insider; providedyéeer, that (i) the exercise price per shal
each such Option shall be equal to the Fair Maviedtie per share of the Stock on the effective datgrant, and (ii) each such Option shal
subject to the terms and conditions of the appad@istandard form of Option Agreement approvechbyBoard and shall conform to the
provisions of the Plan and such other guidelinesha#l be established from time to time by the Boar

(h) to determine the Fair Market Value of shareStoick or other property;

(i) to construe, interpret and apply the provisiohthe Plan and Options granted under it, in issmttion; to establish, amend and revoke |
and regulations



for its administration; and to take all such acsiamd make all such decisions as may be necessappmpriate for the operation and
administration of the Plan, including, without ltation, all such decisions and determinations ag Inesexpressly delegated to the Board by
the terms of the Plan. The Board, in the exercisghi® power, may correct any defect, omissionn@onsistency in the Plan or in any Option
Agreement, in a manner and to the extent it stehd in its discretion, necessary, desirable, apf@i® or expedient to make the Plan fully
effective.

3.4 SCOPE OF REVIEW OF BOARD ACTION.

(a) The Board's action taken pursuant to the aityheet forth in Sections 3.3(a) through (g) abcevag any action, decision or determination
with respect to any matter reserved to the Boaitsisole and absolute discretion under the terintisi® Plan shall be final, binding, and
conclusive on the Participating Company Group, Rasticipant and any person having an interestarPflan or any Option granted hereun

(b) Except as otherwise provided in Section 3.4t@,Board's determination of the construction iatetpretation of any provision of the Pl
and any actions, decisions or determinations resetw the Board in its discretion which are madgadnd faith shall be final, binding and
conclusive on the Participating Company Group, Rasticipant, and any person having an interegiérPlan or any Option granted
hereunder.

3.5 ADMINISTRATION WITH RESPECT TO INSIDERS. Wittespect to participation by Insiders in the Plargrat time that any class of
equity security of the Company is registered punstm Section 12 of the Exchange Act, the Planldlehdministered in compliance with the
requirements, if any, of Rule 16b-3.

3.6 COMMITTEE COMPLYING WITH SECTION 162(m). If th€Eompany is a "publicly held corporation" withiretimeaning of Section
162(m), the Board may establish a Committee ofsidetdirectors” within the meaning of Section 16R{mapprove the grant of any Option
which might reasonably be anticipated to resuthapayment of employee remuneration that woulérmifse exceed the limit on employee
remuneration deductible for income tax purposesuymutt to Section 162(m).

3.7 INDEMNIFICATION. In addition to such other righof indemnification as they may have as membgtissoBoard or Officers or
Employees of the Participating Company Group, mambgthe Board and any Officers or Employees efRlarticipating Company Group to
whom authority to act for the Board or the Compengelegated shall be indemnified by the Comparajresg all reasonable expenses,
including attorneys' fees, actually and necessardyrred in connection with the defense of anyosGtsuit or proceeding, or in connection
with any appeal therein, to which they or any @thmay be a party by reason of any action takéailore to act under or in connection with
the Plan, or any right granted hereunder, and agalhamounts paid by them in settlement therpod\(ided such settlement is approved by
independent legal counsel selected by the Comparpaid by them in satisfaction of a judgment iy aach action, suit or proceeding, exc

in relation to matters as to which it shall be ddjed in such action, suit or proceeding that swrhgn is liable for gross negligence, bad faith
or intentional misconduct in duties; provided, hoe that within sixty
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(60) days after the institution of such actiont suiproceeding, such person shall offer to the @amy, in writing, the opportunity at its own
expense to handle and defend the same, and to cetaiplete control over the litigation and/or settent of such suit, action or proceeding.

3.8 ARBITRATION. Any dispute or claim concerningya®@ptions granted (or not granted) pursuant toPtés and any other disputes or
claims relating to or arising out of the Plan shalifully, finally and exclusively resolved by bingd arbitration conducted pursuant to the
Commercial Arbitration Rules of the American Arhiipn Association in San Diego, California. By gutbeg an Option, Participants and the
Company waive their respective rights to have ammhgslisputes or claims tried by a judge or jury.

4. SHARES SUBJECT TO PLAN.

4.1 MAXIMUM NUMBER OF SHARES ISSUABLE. Subject talpistment as provided in Section 4.2, the maximggregate number of
shares of Stock that may be issued under the Rilhtee One Hundred Fifty Nine Million, Five Hundrand Forty Thousand, Five Hundred
and Seventeen (159,540,517). The share resendeshaist of authorized but unissued or reacqustetes of Stock or any combination
thereof. However, the share reserve, determinadyatime, shall be reduced by the number of shaubpect to the Prior Plan Options. If an
outstanding Option, including a Prior Plan Optifor,any reason expires or is terminated or cancetéfishares of Stock are acquired upon
the exercise of an Option subject to a Companyroffase option and are repurchased by the Compahg &articipant's exercise or purck
price, the shares of Stock allocable to the unésedoportion of such Option or Prior Plan Optiorsach repurchased shares of Stock shall
again be available for issuance under the Plan.

4.2 ADJUSTMENTS FOR CHANGES IN CAPITAL STRUCTURHR the event of any stock dividend, stock splitemse stock split,
recapitalization, combination, reclassificationsamilar change in the capital structure of the Camyp appropriate adjustments shall be made
in the number and class of shares subject to e &d to any outstanding Options, in the ISO Shsateance Limit set forth in Section 4.1
the

Section 162(m) Grant Limit set forth in Section,58d in the exercise price per share of any audgtg Options. If a majority of the shares
which are of the same class as the shares thatibject to outstanding Options are exchanged &myerted into, or otherwise become
(whether or not pursuant to an Ownership Changat:as defined in Section 2.1(u) shares of anatbgyoration (the "NEW SHARES"), tt
Board may unilaterally amend the outstanding Optimnprovide that such Options are exercisabl&\faw Shares. In the event of any such
amendment, the number of shares subject to, anelkireise price per share of, the outstanding @ptsiall be adjusted in a fair and
equitable manner as determined by the Board, distsetion. Notwithstanding the foregoing, anycfianal share resulting from an
adjustment pursuant to this Section shall be rodmftsvn to the nearest whole number, and in no evaytthe exercise price of any Option
be decreased to an amount less than the par viaduny, of the Stock subject to the Option.
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5. ELIGIBILITY AND OPTION LIMITATIONS.
5.1 PERSONS ELIGIBLE FOR OPTIONS.

(a) Except as otherwise provided in this

Section 5.1, Options may be granted only to Emmey€onsultants, and Directors. Options are grantdte sole and absolute discretion of
the Board and eligibility in accordance with thiscBon shall not entitle any person to be grante®ption, or, having been granted an
Option, to be granted an additional Option.

(b) INCENTIVE STOCK OPTIONS. An Incentive Stock @pt may be granted only to a person who, on thecéffe date of grant, is an
Employee of the Company, a Parent CorporationSulzsidiary Corporation (each being an "ISO-QUALINGA CORPORATION"). Any
person who is not an Employee of an 1Q0alifying Corporation on the effective date of tirant of an Option to such person may be gre
only a Nonstatutory Stock Option.

(c) CONSULTANT OPTIONS. A Consultant shall not Higible for the grant of an Option if, at the timégrant, a Form S-8 Registration
Statement under the Securities Act ( "FORM S-8f)asavailable to register either the offer or slaée of the Company's securities to such
Consultant because of the nature of the serviadhk Consultant is providing to the Company, egause the Consultant is not a natural
person, or as otherwise provided by the rules gongrthe use of Form S-8, unless the Company datesoth (i) that such grant (A) shall
be registered in another manner under the Secuite (E.G., on a Form S-3 Registration Statemen{B) does not require registration
under the Securities Act in order to comply witk tequirements of the Securities Act, if applicabled (ii) that such grant complies with the
securities laws of all other relevant jurisdictions

5.2 FAIR MARKET VALUE LIMITATION. To the extent theOptions designated as Incentive Stock Optionanigd under all stock plans
of the ISOQualifying Corporation, including the Plan) becoex@rcisable by a Participant for the first timeidgrany calendar year for sto
having a Fair Market Value greater than One Hundiealisand Dollars ($100,000), the portions of S0pkions which exceed such amount
shall be treated as Nonstatutory Stock Options pegooses of this Section, Options designated @nhlive Stock Options shall be taken into
account in the order in which they were granted, thie Fair Market Value of stock shall be deterrdias of the time the Option with respect
to such stock is granted. If the Code is amendguidweide for a different limitation from that sefrth in this Section, such different limitation
shall be deemed incorporated herein effective @iseflate and with respect to such Options as medjoir permitted by such amendment to
the Code. If an Option is treated as an IncentteelSOption in part and as a Nonstatutory Stockidbpin part by reason of the limitation set
forth in this Section, the Participant may designahich portion of such Option the Participantisreising. In the absence of such
designation, the Participant shall be deemed te leaercised the Incentive Stock Option portiorhef ©ption first.

5.3 SECTION 162(m) GRANT LIMIT. Subject to adjustmes provided in Section 4.2, at any such timhasCompany is a "publicly held
corporation” within the meaning of Section 162(nmg,Employee or prospective Employee shall be gcaote or more Options within any
fiscal year of the Company which in the aggrega¢efar the purchase of
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more than Three Million (3,000,000) shares (theCFEON 162(m) GRANT LIMIT"). An Option which is caeted in the same fiscal year of
the Company in which it was granted shall contitiube counted against the Section
162(m) Grant Limit for such period.

6. TERMS AND CONDITIONS OF OPTIONS.

Options shall be evidenced by Option Agreementsipeg, among other things, the number of shafeStock covered thereby, in such fc
as the Board shall from time to time establish.Qjion or purported Option shall be a valid anddbig obligation of the Company unless
evidenced by a fully executed Option Agreementyocmmunicating with the Company in such other nearas the Company may
authorize. Option Agreements may incorporate a#lror of the terms of the Plan by reference and sbaiply with and be subject to the
following terms and conditions:

6.1 EXERCISE PRICE. The exercise price for eachidbmhall be established in the discretion of tlearsl; provided, however, that (A) the
exercise price per share for an Option shall bdesstthan the Fair Market Value of a share of IStatthe effective date of grant of the
Option, and (B) no Incentive Stock Option granted fTen Percent Stockholder shall have an exepcise per share less than one hundred
ten percent (110%) of the Fair Market Value of arstof Stock on the effective date of grant of@pion. Notwithstanding the foregoing, an
Option (whether an Incentive Stock Option or a Nangory Stock Option) may be granted with an eiserprice lower than the minimum
exercise price set forth above if such Option &nggd pursuant to an assumption or substitutioariother option in a manner qualifying
under the provisions of Section 424(a) of the Code.

6.2 EXERCISABILITY AND TERM OF OPTIONS.

() OPTION EXERCISABILITY. Options shall be exemlide at such time or times, or upon such evenvents, and subject to such terms,
conditions, performance criteria and restrictioaslaall be determined by the Board and set forthérOption Agreement evidencing such
Option; provided, however, that (A) no Incentive@t Option shall be exercisable after the expiratibten (10) years after the effective date
of grant of such Option, and (B) no Incentive St@yition granted to a Ten Percent Stockholder $tfea#ixercisable after the expiration of -
(5) years after the effective date of grant of sOgtion. Subject to the foregoing, unless othernsgisecified by the Board in the grant of an
Option, any Option granted hereunder shall termeiten (10) years after the effective date of goditihe Option, unless earlier terminated in
accordance with its provisions, or the terms ofRtan.

(b) PARTICIPANT RESPONSIBILITY FOR EXERCISE OF ORJN. Each Participant is responsible for taking ang all actions as may
be required to exercise any Option in a timely neanand for properly executing any documents as Ineargquired for the exercise of an
Option in accordance with such rules and procedasesay be established from time to time. By sigrain Option Agreement each
Participant acknowledges that information regardivgprocedures and requirements for the exeréigayoOption is available upon such
Participant's request. The Company shall have ipahwobligation to notify any Participant of thepération date of any Option.
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6.3 PAYMENT OF EXERCISE PRICE.

(2) FORMS OF CONSIDERATION AUTHORIZED. Except asietwise provided below, payment of the exerciseepfor the number of
shares of Stock being purchased pursuant to angi©Oghall be made (i) in cash, by check or caslivatgnt, (ii) by tender to the Company,
or attestation to the ownership, of shares of Staeked by the Participant having a Fair Market éahot less than the exercise price, (iii) by
delivery of a properly executed notice togethehvilitevocable instructions to a broker providing flee assignment to the Company of the
proceeds of a sale or loan with respect to sonad of the shares being acquired upon the exedfiiee Option (including, without

limitation, through an exercise complying with {r@visions of Regulation T as promulgated from timéime by the Board of Governors of
the Federal Reserve System) (a "CASHLESS EXERCISE))provided that the Participant is an Employeeless otherwise not prohibited
by law, including, without limitation, any regulati promulgated by the Board of Governors of thegF@dReserve System) and in the
Company's sole and absolute discretion at the tti@®©ption is exercised, by delivery of the Paptitit's promissory note in a form approved
by the Company for the aggregate exercise priajiged that, if the Company is incorporated in 8tate of Delaware, the Participant shall
pay in cash that portion of the aggregate exemi®e not less than the par value of the sharegysquired, (v) by such other consideration
as may be approved by the Board from time to tiongaé extent permitted by applicable law, or (w)amy combination thereof. The Board
may at any time or from time to time, by approviaboby amendment to the standard forms of Optigne&ment described in Section 7, o
other means, grant Options which do not permibvfihe foregoing forms of consideration to be usegayment of the exercise price or wt
otherwise restrict one or more forms of considerati

(b) LIMITATIONS ON FORMS OF CONSIDERATION.

() TENDER OF STOCK. Notwithstanding the foregoirgy, Option may not be exercised by tender to thegamy, or attestation to the
ownership, of shares of Stock to the extent suctigeor attestation would constitute a violatiortt@f provisions of any law, regulation or
agreement restricting the redemption of the Comisastpck. Unless otherwise provided by the BoandDption may not be exercised by
tender to the Company, or attestation to the ovimgref shares of Stock unless such shares eithves heen owned by the Participant for
more than six (6) months (and were not used fotremdOption exercise by attestation during suclioggor were not acquired, directly or
indirectly, from the Company.

(i) CASHLESS EXERCISE. The Company reserves, gtand all times, the right, in the Company's solé absolute discretion, to establi
decline to approve or terminate any program or gadaces for the exercise of Options by means ofshiéas Exercise.

(iii) PAYMENT BY PROMISSORY NOTE. No promissory reoshall be permitted if the exercise of an Optisimg a promissory note wou
be a violation of any law. Any permitted promissonte shall be on such terms as the Board shatmé@te. The Board shall have the
authority to permit or require the Participant ézsre any promissory note used to exercise an Qpiith the shares of Stock acquired upon
the exercise of the Option or with other collaterateptable to the Company. Unless otherwise peoviy the Board, if the
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Company at any time is subject to the regulationsnuigated by the Board of Governors of the FedReslerve System or any other
governmental entity affecting the extension of @regdconnection with the Company's securities, prgmissory note shall comply with such
applicable regulations, and the Participant shel fhe unpaid principal and accrued interest, yf ém the extent necessary to comply with
such applicable regulations.

6.4 TRANSFERABILITY. An Incentive Stock Option shabt be transferable except by will or by the laafslescent and distribution, and
shall be exercisable during the lifetime of thesparto whom the Incentive Stock Option is grantely by such person. A Nonstatutory St
Option shall not be transferable in any mannertiog without limitation, sale, alienation, anpeition, pledge, encumbrance, or assignn
other than, (i) by will or by the laws of descendalistribution, (ii) by written designation of areficiary, in a form acceptable to the
Company, with such designation taking effect ugandeath of a Participant, (iii) by delivering weit notice to the Company, in a form
acceptable to the Company (including such reprasens, warranties and indemnifications as the Gowshall require a Participant to m
to protect the Company's interests and ensurehisaionstatutory Stock Option has been transfeureter the circumstances approved by
Company), by gift to a Participant's spouse, forepause, children, stepchildren, grandchildrerepaistepparent, grandparent, sibling, ni
nephew, mother-in-law, father-in-law, son-in-lavaughter-in-law, brother-in-law, or sister-in-laverpons having one of the foregoing types
of relationship with a Participant due to adoptiany person sharing a Participant's household (tila® a tenant or employee), a foundation
in which these persons or the Participant contrelrhanagement of assets, and any other entity ichvitese persons (or the Participant) ¢
more than fifty percent of the voting intereststransfer to an entity in which more than fifty pent of the voting interests are owned by tt
persons (or the Participant) in exchange for agr@st in that entity is specifically included ggemmissible type of transfer. In addition, a
transfer to a trust created solely for the ber{eét, a Participant and/or any or all of the farieg persons hold more than 50 percent of the
beneficial interest in the trust) of a Participant/or any or all of the foregoing persons is alg@rmissible transferee, or (iv) such other
transferees as may be authorized by the Board Boie and absolute discretion. During a Parti¢ipdife this Nonstatutory Stock Option is
exercisable only by the Participant or a transfeagesfying the above conditions. Except in thene¢wéd a Participant's death, upon transfer
Nonstatutory Stock Option to any or all of the fgoang persons, the Participant, as the Optiondghite for any and all taxes due ug
exercise of those transferred Nonstatutory StockoBg. At no time will a transferee who is consitban affiliate under Rule 144(a)(1) be
able to sell any or all such Stock without compdywith Rule 144. The right of a transferee to eisgrthe transferred portion of this
Nonstatutory Stock Option shall terminate in acaeok with the Participant's right of exercise urilisr Nonstatutory Stock Option anc
further subject to such representations, warraatiesindemnifications from the transferee thatGoenpany requires the transferee to mak
protect the Company's interests and ensure theaNthinstatutory Stock Option has been transferrei@utine circumstances approved by the
Company. Once a portion of a Nonstatutory Stockadps transferred, no further transfer may be mafdéat portion of the Nonstatutory
Stock Option.
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6.5 EFFECT OF TERMINATION OF SERVICE.

() OPTION EXERCISABILITY. Subject to earlier temaition of the Option as otherwise provided hereith anless otherwise provided by
the Board in the grant of an Option and set fantthe Option Agreement, an Option shall be exebbésafter a Participant's termination of
Service only during the applicable time period deiaed in accordance with this Section and theeeathall terminate.

(i) DISABILITY. If the Participant's Service termates because of the Disability of the Participtrg,Option shall continue for the period of
such Disability under the terms and conditionshef ©ption Agreement and may be exercised by thicant at any time during the period
of Disability but in any event no later than theéedaf expiration of the Option's term as set fantthe Option Agreement evidencing such
Option (the "OPTION EXPIRATION DATE").

(i) DEATH. If the Participant's Service terminatescause of the death or because of the Disabflitiye Participant and such termination is
subsequently followed by the death of the Partitipgd) the exercisability and vesting of the Optand, in the case of an immediately
exercisable Option, any Shares acquired upon eseetibereof shall be accelerated effective uporPtirticipant's death, and (B) the Option, to
the extent unexercised and exercisable on theafldite Participant's death, may be exercised bytrécipant's legal representative or other
person who acquired the right to exercise the @ptpreason of the Participant's death at any firi@ to the expiration of twelve (12)
months after the date of the Participant's deathirbany event no later than the Option Expirafiate.

(iii) NORMAL RETIREMENT AGE. If the Participant'se3vice terminates at or after Normal Retirement Afjthe Participant, the Option,

to the extent unexercised and exercisable on tteeatawhich the Participant's Service terminatedly tme exercised by the Participant at any
time prior to the expiration of twelve (12) montifter the date on which the Participant's Sendecminated, but in any event no later than the
Option Expiration Date.

(iv) TERMINATION AFTER LAYOFF. If the Participant'Service ceases as a result of "Layoff" (as deflmeldw), then, subject to the
Participant's execution of a general release @fnslaatisfactory to the Company, (A) the exercigand vesting of the Option and, in the
case of an immediately exercisable Option, anyeshacquired upon the exercise thereof shall bdexeted effective as of the date on which
the Participant's Service terminated by ten per(Eo) of the shares which would otherwise be utegesn such date, and (B) the Option, to
the extent unexercised and exercisable on theatatéhich the Participant's Service terminated, tmagxercised by the Participant (or the
Participant's guardian or legal representativengttime prior to the expiration of six

(6) months after the date on which the Particige®#rvice terminated, but in any event no laten tha Option Expiration Date.
Notwithstanding the foregoing, if the Company'sitard determine that the provisions or operatiothefpreceding sentence would cause
Company to incur a compensation expense and probVidéher that in the absence of the precedingese®t no such compensation expense
would be incurred, then the preceding sentence Bbalithout force or effect, and the vesting ardreisability of each outstanding Option
and any shares acquired
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upon the exercise thereof shall be determined uaitfeother applicable provision of the Plan or@sion Agreement evidencing such
Option.

(v) TERMINATION UPON TRANSFER TO NON-CONTROL AFFIATE. If at the request of the Company, Participaansfers Service to

a Non-Control Affiliate and the Participant's Sep/ceases as a result, then, subject to the Pariits execution of a general release of claims
form reasonably satisfactory to the Company, thédBpto the extent unexercised and exercisabléemlate on which the Participant's
Service terminated, may be exercised by the Ppatiti(or the Participant's guardian or legal regmesgtive) at any time prior to the expiration
of twelve (12) months after the date on which thetiBipant's Service terminated, but in any eventater than the Option Expiration Date.

(vi) TERMINATION AFTER CHANGE IN CONTROL. If the Péicipant's Service ceases as a result of Ternunaiiter Change in Control
(as defined below), then (A) the exercisability aredting of the Option and, in the case of an imiatety exercisable Option, any shares
acquired upon the exercise thereof shall be aatel@effective as of the date on which the Paditlis Service terminated, and (B) the
Option, to the extent unexercised and exercisabline date on which the Participant's Service teated, may be exercised by the Partici
(or the Participant's guardian or legal represevgpat any time prior to the expiration of six (@pnths after the date on which the
Participant's Service terminated, but in any ewventater than the Option Expiration Date.

(vii) OTHER TERMINATION OF SERVICE. If the Particgnt's Service with the Participating Company Grtarminates prior to Normal
Retirement Age for any reason except Disabilitygtdel ayoff, Transfer to a Non-Control Affiliater @ermination after Change in Control,
the Option, to the extent unexercised and exeri@dabthe Participant on the date on which thei€ipéant's Service terminates, may be
exercised by the Participant at any time priohi éxpiration of thirty

(30) days after the date on which the Participa8@diwvice terminates, but in any event no later tharOption Expiration Date.

(b) EXTENSION IF EXERCISE PREVENTED BY LAW. Notwisitanding the foregoing, other than terminationGause, if the exercise of
an Option within the applicable time periods settfan Section 6.5(a) is prevented by the provisiohSection 10 below, the Option shall
remain exercisable until three (3) months afterdhe the Participant is notified by the Comparat the Option is exercisable, but in any
event no later than the Option Expiration Date.

(c) EXTENSION IF PARTICIPANT SUBJECT TO

SECTION 16(b). Notwithstanding the foregoing, otttean termination for Cause, if a sale within tpel&cable time periods set forth in
Section 6.5(a) of shares acquired upon the exeoifee Option would subject the Participant ta smider Section 16(b) of the Exchange /

the Option shall remain exercisable until the eatlto occur of (i) the tenth (10th) day followitig date on which a sale of such shares by the
Participant would no longer be subject to such, iijitthe one hundred and ninetieth (190th) dagrahe Participant's termination of Service,
or (iii) the Option Expiration Date.
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(d) CERTAIN DEFINITIONS.

(i) "CAUSE" shall mean any of the following: (1)etfParticipant's theft, dishonesty, or falsificatafrany Participating Company documents
or records; (2) the Participant's improper useiseldsure of a Participating Company's confiderdiaproprietary information; (3) any action
by the Participant which has a detrimental effechdarticipating Company's reputation or busin@gshe Participant's failure or inability to
perform any reasonable assigned duties after writtgice from a Participating Company of, and aosable opportunity to cure, such fail
or inability; (5) any material breach by the Papamt of any employment or service agreement betwlee Participant and a Participating
Company, which breach is not cured pursuant taetmas of such agreement;

(6) the Participant's conviction (including anyalef guilty or nolo contendere) of any criminal adtich impairs the Participant's ability to
perform his or her duties with a Participating Camyp; or (7) violation of a material Company policy.

(il) "GOOD REASON" shall mean any one or more a fhllowing:

(1) without the Participant's express written coristhe assignment to the Participant of any dutiesiny limitation of the Participant's
responsibilities, substantially inconsistent witle Participant's positions, duties, responsibdiiad status with the Participating Company
Group immediately prior to the date of the Chang€antrol;

(2) without the Participant's express written coristhe relocation of the principal place of thetRgpant's employment or service to a
location that is more than fifty (50) miles frometRarticipant's principal place of employment avise immediately prior to the date of the
Change in Control, or the imposition of travel regments substantially more demanding of the Hpéitt than such travel requirements
existing immediately prior to the date of the ChaitgControl;

(3) any failure by the Participating Company Graeoipay, or any material reduction by the PartidgigptCompany Group of, (A) the
Participant's base salary in effect immediatelpipio the date of the Change in Control (unlessicgdns comparable in amount and duration
are concurrently made for all other employees efRharticipating Company Group with responsibilit@ganizational level and title
comparable to the Participant's), or (B) the Pidict's bonus compensation, if any, in effect imiatedy prior to the date of the Change in
Control (subject to applicable performance requésta with respect to the actual amount of bonuspem®ation earned by the Participant);

(4) any failure by the Participating Company GraoigA) continue to provide the Participant with thgportunity to participate, on terms no
less favorable than those in effect for the berudfény employee or service provider group whicktaemarily includes a person holding the
employment or service provider position or a corapl position with the Participating Company Grolugn held by the Participant, in any
benefit or compensation plans and programs, inafydiut not limited to, the Participating Companp@'s life, disability, health, dental,
medical, savings, profit sharing, stock purchase
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and retirement plans, if any, in which the Participwas participating immediately prior to the dait¢he Change in Control, or their
equivalent, or (B) provide the Participant with atlher fringe benefits (or their equivalent) fromée to time in effect for the benefit of any
employee group which customarily includes a petsading the employment or service provider positiora comparable position with the
Participating Company Group then held by the Pigsdiut;

(5) any breach by the Participating Company Grdugng material agreement between the ParticipashtsaBarticipating Company
concerning Participant's employment; or

(6) any failure by the Company to obtain the asdionmf any material agreement between Participadtthe Company concerning
Participant's employment by a successor or asdifredCompany.

(iii) "LAYOFF" shall mean the involuntary terminati of the Participant's Service for reasons oth&n Cause, constructive termination,
death, or Disability.

(iv) "TERMINATION AFTER CHANGE IN CONTROL" shall man either of the following events occurring wittimenty-four (24) months
after a Change in Control:

(1) termination by the Participating Company Grafiphe Participant's Service with the Participat@®gmpany Group for any reason other
than for Cause; or

(2) the Participant's resignation for Good Reasomfall capacities in which the Participant is tlendering Service to the Participating
Company Group within a reasonable period of timlefang the event constituting Good Reason.

Notwithstanding any provision herein to the contrarermination After Change in Control shall notlude any termination of tr
Participant's Service with the Participating Comp@&moup which (1) is for Cause; (2) is a resulthed Participant's death or Disability; (3)
result of the Participant's voluntary terminatidrService other than for Good Reason; or

(4) occurs prior to the effectiveness of a Chamggantrol.

7. STANDARD FORMS OF AGREEMENTS.

7.1 OPTION AGREEMENT. Unless otherwise providediy Board at the time the Option is granted, anddhall comply with and be
subject to the terms and conditions set forth enftrm of Option Agreement approved by the Boangccorently with its adoption of the Plan
and as amended from time to time.

7.2 AUTHORITY TO VARY TERMS. The Board shall havgetauthority from time to time to vary the termsaafy standard form of
agreement described in this Section either in cctime with the grant or amendment of an individ@gition or in connection with the
authorization of a new standard form or forms; mted, however, that the terms and conditions ofsaargh new, revised or amended standard
form or forms of agreement are not inconsistenh wie terms of the Plan.
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8. CHANGE IN CONTROL. In the event of a Change ion®ol, the surviving, continuing, successor, orghasing corporation or other
business entity or parent thereof, as the caseb@gthe "ACQUIRING CORPORATION"), may, without teensent of any Participant,
either assume the Company's rights and obligatioder outstanding Options or substitute for outditagn Options substantially equivalent
options for the Acquiring Corporation's stock. e tevent the Acquiring Corporation elects not &uage or substitute for outstanding Opti

in connection with a Change in Control, the exextoility and vesting of each such outstanding Opéind any shares acquired upon the
exercise thereof held by Participants whose Sehasenot terminated prior to such date shall belecated, effective as of the date ten (10)
days prior to the date of the Change in Controk &kercise or vesting of any Option and any shacgaired upon the exercise thereof that
was permissible solely by reason of this Sectiahthe provisions of such Option Agreement shaltteditioned upon the consummation of
the Change in Control. Any Options which are neigiesumed or substituted for by the Acquiring Coafion in connection with the Change
in Control nor exercised as of the date of the @bhan Control shall terminate and cease to be andéhg effective as of the date of the
Change in Control. Notwithstanding the foregointares acquired upon exercise of an Option prithécChange in Control and any
consideration received pursuant to the Change itrGlowith respect to such shares shall continugetsubject to all applicable provisions of
the Option Agreement evidencing such Option exasmitherwise provided in such Option AgreementtHeumore, notwithstanding the
foregoing, if the corporation the stock of whictsighject to the outstanding Options immediatelpmptio an Ownership Change Event
described in Section 2.1(u)(i) constituting a CheaimgControl is the surviving or continuing corpiioa and immediately after such
Ownership Change Event less than fifty percent (b0Pthe total combined voting power of its votisipck is held by another corporation or
by other corporations that are members of an afiii group within the meaning of

Section 1504(a) of the Code without regard to tleerigions of Section 1504(b) of the Code, the @unding Options shall not terminate unl
the Board otherwise provides in its discretion.

9. TAX WITHHOLDING.

9.1 TAX WITHHOLDING IN GENERAL. The Company shalbkie the right to deduct from any and all paymerdasienunder the Plan, or to
require the Participant, through cash paymentloeretise, including by means of a Cashless Exedfise Option, to make adequate
provision for, the federal, state, local and foreigxes, if any, required by law to be withheldtbg Participating Company Group with resj
to an Option or the shares acquired pursuant thefée Company shall have no obligation to delateares of Stock or to release shares of
Stock from an escrow established pursuant to afo@pigreement until the Participating Company Gredax withholding obligations have
been satisfied by the Participant.

9.2 WITHHOLDING IN SHARES. The Company shall hahe tight, but not the obligation, to deduct frora #hares of Stock issuable to a
Participant upon the exercise of an Option, orcicept from the Participant the tender of, a nunabevhole shares of Stock having a Fair
Market Value, as determined by the Company, equalltor any part of the tax withholding obligat®af the Participating Company Group.
The Fair Market Value of any shares of Stock witttoe tendered to satisfy any such tax withholdifjgations shall not exceed the amount
determined by the applicable minimum statutory ttlling rates.
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10. COMPLIANCE WITH SECURITIES LAW.

The grant of Options and the issuance of shar&amk upon exercise of Options shall be subjecbtapliance with all applicable
requirements of federal, state and foreign law wépect to such securities. Options may not becesesl if the issuance of shares of Stock
upon exercise would constitute a violation of apglecable federal, state or foreign securities lawsther law or regulations or the
requirements of any stock exchange or market sysfgn which the Stock may then be listed. In addjtno Option may be exercised unless
(A) a registration statement under the Securitiesshall at the time of exercise of the Optionmeffect with respect to the shares issuable
upon exercise of the Option or (B) in the opinidhegal counsel to the Company, the shares issugidla exercise of the Option may be
issued in accordance with the terms of an applcakémption from the registration requirementsef$ecurities Act. The inability of the
Company to obtain from any regulatory body havingsgiction the authority, if any, deemed by thex@pany's legal counsel to be necessary
to the lawful issuance and sale of any shares hdexishall relieve the Company of any liabilityr@spect of the failure to issue or sell such
shares as to which such requisite authority stwlhave been obtained. As a condition to the egeraf any Option, the Company may
require the Participant to satisfy any qualificaidhat may be necessary or appropriate, to evidemimpliance with any applicable law or
regulation and to make any representation or whrnaith respect thereto as may be requested bZtmpany.

11. TERMINATION OR AMENDMENT OF PLAN.

The Board may terminate or amend the Plan at amy. tHowever, subject to changes in applicable tagiilations or rules that would permit
otherwise, without the approval of the Companysslgtolders, there shall be (A) no increase in tegimum aggregate number of shares of
Stock that may be issued under the Plan (exceppbyation of the provisions of Section 4.2), (B)almange in the class of persons eligible to
receive Incentive Stock Options, and (C) no otmeemdment of the Plan that would require approvahefCompany's stockholders under
applicable law, regulation or rule. No terminatmmamendment of the Plan shall affect any thentanting Option unless expressly provided
by the Board. In any event, no termination or annegwk of the Plan may adversely affect any thentanténg Option without the consent of
the Participant, unless such termination or amemdisaequired to enable an Option designated dacantive Stock Option to qualify as an
Incentive Stock Option or is necessary to complhany applicable law, regulation or rule.

12. MISCELLANEOUS PROVISIONS.

12.1 REPURCHASE RIGHTS. Shares issued under therRéy be subject to a right of first refusal, onenmre repurchase options, or other
conditions and restrictions as determined by thar@8an its sole and absolute discretion at the tineeOption is granted. The Company shall
have the right to assign at any time any repurchigbéit may have, whether or not such right isrttexercisable, to one or more persons as
may be selected by the Company. Upon request bgdingpany, each Participant shall execute any agreeavidencing such transfer
restrictions prior to the receipt of shares of &thereunder and shall promptly present to the Camppay and all certificates representing
shares of Stock acquired hereunder for the placeoresuch certificates of appropriate legends endgawy any such transfer restrictions.
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12.2 PROVISION OF INFORMATION. Each Participant Blie given access to information concerning thenfany equivalent to that
information generally made available to the Comfmogmmon stockholders.
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December 11, 2000 Board adopts Plan, with an initial reserve
of 159,540,51 7 shares.
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QUALCOMM INCORPORATED
2001 EMPLOYEE STOCK PURCHASE PLAN

1. ESTABLISHMENT, PURPOSE AND TERM OF PLAN.

1.1 ESTABLISHMENT. The QUALCOMM Incorporated 200Iployee Stock Purchase Plan (the "PLAN") is hereftablished effective
of February 27, 2001 (the "EFFECTIVE DATE"), sulijexthe approval by Company shareholders.

1.2 PURPOSE. The purpose of the Plan is to advénecmterests of Company and its stockholders byigding an incentive to attract, retain
and reward Eligible Employees of the ParticipatBmnpany Group and by motivating such persons ttriborte to the growth and
profitability of the Participating Company Groughd Plan provides such Eligible Employees with apoofunity to acquire a proprietary
interest in the Company through the purchase afkStbhe Company intends that the Plan qualify a%amployee stock purchase plan” un
Section 423 of the Code (including any amendmentsplacements of such section), and the Plan beadb construed.

1.3 TERM OF PLAN. The Plan shall continue in effentil the earlier of its termination by the Boandthe date on which all of the shares of
Stock available for issuance under the Plan haee Esued.

2. DEFINITIONS AND CONSTRUCTION.

2.1 DEFINITIONS. Any term not expressly definedlie Plan but defined for purposes of Section 42B®fCode shall have the same
definition herein. Whenever used herein, the follapterms shall have their respective meaning$ostt below:

(a) "BOARD" means the Board of Directors of the Qamy. If one or more Committees have been appoinjatie Board to administer the
Plan, "BOARD" also means such Committee(s).

(b) "CODE" means the Internal Revenue Code of 188@mended, and any applicable regulations pratadghereunder.

(c) "COMMITTEE" means the Compensation Committeethier committee of the Board duly appointed to mdister the Plan and having
such powers as shall be specified by the Boardeddnthe powers of the Committee have been spdlificaited, the Committee shall have
all of the powers of the Board granted herein,udiig, without limitation, the power to amend amnténate the Plan at any time, subject to
terms of the Plan and any applicable limitationpased by law.

(d) "COMPANY" means QUALCOMM Incorporated, a Delawaorporation, or any Successor.

(e) "COMPENSATION" means, with respect to any GffgrPeriod, all salary, wages (including amounéxtdd to be deferred by the
employee, that would otherwise



have been paid, under any cash or deferred arrangesstablished by the Company) and overtime patyexcluding commissions, bonuses,
payments under the 2-forl vacation program, psbfdring, the cost of employee benefits paid fotheyCompany, education or tuition
reimbursements, imputed income arising under amnpamy group insurance or benefit program, travedixigenses, business and moving
expense reimbursements, income received in commewith stock options, contributions made by thenpany under any employee benefit
plan, and similar items of compensation. Compeasathall also include payments while on a leavabsince during which participation
continues pursuant to Section 2.1(g) to such extembay be provided by the Company's leave policy.

(f) "ELIGIBLE EMPLOYEE" means an Employee who metts requirements set forth in Section 5 for ellgipbto participate in the Plan.

(9) "'EMPLOYEE" means a person treated as an employa Participating Company for purposes of Secti®3 of the Code. A Participant
shall be deemed to have ceased to be an Emplay®e epon an actual termination of employment arrughe corporation employing the
Participant ceasing to be a Participating Comp&oy purposes of the Plan, an individual shall retdbemed to have ceased to be an
Employee while on any military leave or other leav@bsence approved by the Company of ninety @93 or less. If an individual's leave
of absence exceeds ninety

(90) days, the individual shall be deemed to haased to be an Employee on the ninety-first (af)of such leave unless the individual's
right to reemployment with the Participating Comp&troup is guaranteed either by statute or by echtr

(h) "FAIR MARKET VALUE" means, as of any date:

(i) If the Stock is listed on any established stegkhange or traded on the Nasdaq National MarkéteoNasdaq SmallCap Market, the Fair
Market Value of a share of Stock shall be the dlgsiales price for such stock (or the closing ibidp sales were reported) as quoted on such
exchange or market (or if the stock is traded omentilan one exchange or market, the exchange deinaith the greatest volume of trading
in the Stock) on the last market trading day ptiothe day of determination, as reported in THE WAATREET JOURNAL or such other
source as the Board deems reliable. In the absd#mech markets for the Stock, the Fair Market ¥adhall be determined in good faith by
the Board.

(if) For purposes of this Plan, if the date as bfali the Fair Market Value is to be determinedasamarket trading day, then solely for the
purpose of determining Fair Market Value such ghtl be: (A) in the case of the Offering Date, fingt market trading day following the
Offering Date; (B) in the case of the Purchase Dthtelast market trading day prior to the Purchaate.

() "OFFERING" means an offering of Stock as praddn Section 6.
()) "OFFERING DATE" means, for any Offering, thedfi day of the Offering Period.
(k) "OFFERING PERIOD" means a period establisheddoordance with Section 6.
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() "PARENT CORPORATION" means any present or fatlparent corporation” of the Company, as defimefiéction 424(e) of the Code.

(m) "PARTICIPANT" means an Eligible Employee wheshaecome a participant in an Offering Period iroadance with Section 7 and
remains a participant in accordance with the Plan.

(n) "PARTICIPATING COMPANY" means the Company and/&arent Corporation or Subsidiary Corporatiorigiesgted by the Board as a
corporation the Employees of which may, if Eligillenployees, participate in the Plan. The Boardl $tzale the sole and absolute discretion
to determine from time to time which Parent Corgiores or Subsidiary Corporations shall be PartitigpCompanies.

(0) "PARTICIPATING COMPANY GROUP" means, at any poin time, the Company and all other corporatiool#ectively which are then
Participating Companies.

(p) "PRIOR PLAN PURCHASE RIGHT" means, a purchaghtrgranted under the Company's 1991 EmployeekStacchase Plan which is
outstanding on or after the date on which the Baaabts the Plan.

(q) "PURCHASE DATE" means, for any Offering, thetlaay of the Offering Period; provided, howevbattthe Board in its discretion may
establish one or more additional Purchase Dataaglany Offering Period.

() "PURCHASE PRICE" means the price at which aalwd Stock may be purchased under the Plan, asnieted in accordance with
Section 9.

(s) "PURCHASE RIGHT" means an option granted t@gi€ipant pursuant to the Plan to purchase suatestof Stock as provided in

Section 8, which the Participant may or may noteise during the Offering Period in which such optis outstanding. Such option arises
from the right of a Participant to withdraw any acwlated payroll deductions of the Participantpratviously applied to the purchase of
Stock under the Plan and to terminate participatiche Plan during an Offering Period, in accoawith such rules and procedures as may
be established by Board.

(t) "SPINOFF TRANSACTION" means a transaction inieththe voting stock of an entity in the ParticipgtCompany Group is distributed
to the shareholders of a parent corporation aseefoy Section 424(e) of the Code, of such entity.

(u) "STOCK" means the common stock of the Compasyadjusted from time to time in accordance witttiSe 4.2.

(v) "SUBSCRIPTION AGREEMENT" means an agreemergunh form as specified by the Company which isvéedid in written form or b
communicating with the Company in such other mamsaehe Company may authorize, stating an Emplsysection to participate in the
Plan and authorizing payroll deductions under tla@m rom the Employee's Compensation.
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(w) "SUBSCRIPTION DATE" means the Offering Dateaof Offering Period, or such earlier date as the @om shall establish.

(x) "SUBSIDIARY CORPORATION" means any present otuire "subsidiary corporation” of the Company, ereéd in
Section 424(f) of the Code.

(y) "SUCCESSOR" means a corporation into or witholilthe Company is merged or consolidated or whiduires all or substantially all
the assets of the Company and which is designatéidebBoard as a Successor for purpose of the Plan.

2.2 CONSTRUCTION. Captions and titles containecetmeare for convenience only and shall not affeetrheaning or interpretation of any
provision of the Plan. Except when otherwise inttideby the context, the singular shall includeghsal and the plural shall include the
singular. Use of the term "or" is not intended éodxclusive, unless the context clearly requirbsrtise.

3. ADMINISTRATION.

3.1 ADMINISTRATION BY THE BOARD. The Plan shall kedministered by the Board and its designees. Sutajébe provisions of the
Plan, the Board shall determine all of the reletarhs and conditions of Purchase Rights; provitiediever, that all Participants granted
Purchase Rights pursuant to an Offering shall blagesame rights and privileges within the meanih§extion 423(b)(5) of the Code in such
Offering. All expenses incurred in connection wiitle administration of the Plan shall be paid byGloenpany.

3.2 AUTHORITY OF OFFICERS. Any officer of the Compashall have the authority to act on behalf of @mampany with respect to any
matter, right, obligation, determination or elentthat is the responsibility of or that is alloahte the Company herein, provided that the
officer has actual authority with respect to suddtter, right, obligation, determination or electidmy decision or determination of the
Company made by an Officer having actual authavitihh respect thereto, shall be final, binding andausive on the Participating Company
Group, any Participant, and all persons havingh&rést in the Plan, or any Option granted hereynofdess such Officer's decision or
determination is arbitrary or capricious, fraudtjem made in bad faith.

3.3 POLICIES AND PROCEDURES ESTABLISHED BY THE COMRY. The Company may, from time to time, consistefth the Plan
and the requirements of Section 423 of the Codabksh, interpret change or terminate such ragjelines, policies, procedures,
limitations, or adjustments as deemed advisabléa&yompany, in its discretion, for the proper austration of the Plan, including, without
limitation, (a) a minimum payroll deduction amouegjuired for participation in an Offering,

(b) a limitation on the frequency or number of ajes permitted in the rate of payroll deduction dlyrdn Offering, (c) an exchange ratio
applicable to amounts withheld in a currency othan United States dollars, (d) a payroll deducgoeater than or less than the amount
designated by a Participant in order to adjusttierCompany's delay or mistake in processing a@ipi®n Agreement or in otherwise
effecting a Participant's election under the Plaasbadvisable to comply with the requirements
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of Section 423 of the Code, and (e) determinaticth® date and manner by which the Fair Market ¥alfia share of Stock is determined for
purposes of administration of the Plan.

The Board's determination of the construction anterpretation of any provision of the Plan, and aatjons taken, and any decisions or
determinations made pursuant to the terms of tae,Bhall be final, binding and conclusive on thetiBipating Company Group, any
Participant, and any person having an interegdtérPian or any Option granted hereunder unlesBahed's action, decision or determination
is arbitrary or capricious, fraudulent, or madéad faith.

3.4 INDEMNIFICATION. In addition to such other righof indemnification as they may have as membgtiseoBoard or Officers or
Employees of the Participating Company Group, membéthe Board and any Officers or Employees efRfarticipating Company Group to
whom authority to act for the Board or the Comp&ngelegated shall be indemnified by the Comparajire all reasonable expenses,
including attorneys' fees, actually and necessardyrred in connection with the defense of anyoaGtsuit or proceeding, or in connection
with any appeal therein, to which they or any @nthmay be a party by reason of any action takédailore to act under or in connection with
the Plan, or any right granted hereunder, and agalhamounts paid by them in settlement therpod\ided such settlement is approved by
independent legal counsel selected by the Compargaid by them in satisfaction of a judgment iy anch action, suit or proceeding, exc

in relation to matters as to which it shall be ddjed in such action, suit or proceeding that swerban is liable for gross negligence, bad faith
or intentional misconduct in duties; provided, hees that within sixty (60) days after the institut of such action, suit or proceeding, such
person shall offer to the Company, in writing, dpportunity at its own expense to handle and defeadame and to retain complete control
over the litigation and/or settlement of such saitjon or proceeding.

4. SHARES SUBJECT TO PLAN.

4.1 MAXIMUM NUMBER OF SHARES ISSUABLE. Subject talpistment as provided in Section 4.2, the maximggregate number of
shares of Stock that may be issued under the Rihtse Twelve Million, Nine Hundred and Eight Theaund, Three Hundred and Nine
(12,908,309), less the number of shares issuediguntr$o exercise of a Prior Plan Purchase Riglht,shall consist of authorized but unissued
or reacquired shares of Stock, or any combinatieneof. If an outstanding Purchase Right or Prian PPurchase Right for any reason exg
or is terminated or canceled, the shares of Sttho&adble to the unexercised portion of that Pureiagght or Prior Plan Purchase Right shall
again be available for issuance under the Plan.

4.2 ADJUSTMENTS FOR CHANGES IN CAPITAL STRUCTURHR the event of any stock dividend, stock splitense stock split,
recapitalization, combination, reclassificationsonilar change in the capital structure of the Camyp or in the event of any merger
(including a merger effected for the purpose ofngliag the Company's domicile), sale of assetslograteorganization in which the Compse

is a party, appropriate adjustments shall be madeei number and class of shares subject to the ®d&h Purchase Right, and in the
Purchase Price. If a majority of the shares ofs#imae class as the shares subject to outstandinbd2erRights are exchanged for, converted
into, or otherwise become (whether or not purstman



Ownership Change Event) shares of another corporétie "NEW SHARES"), the Board may unilateraligend the outstanding Purchase
Rights to provide that such Purchase Rights arecesable for New Shares. In the event of any suseralment, the number of shares subject
to, and the Purchase Price of, the outstandingh@secRights shall be adjusted in a fair and edeitalanner, as determined by the Board, in
its discretion. Notwithstanding the foregoing, dractional share resulting from an adjustment pamnsto this Section 4.2 shall be rounded
down to the nearest whole number, and in no evettine Purchase Price be decreased to an amosrhéasthe par value, if any, of the
stock subject to the Purchase Right.

5. ELIGIBILITY.

5.1 EMPLOYEES ELIGIBLE TO PARTICIPATE. Each Emplayef a Participating Company is eligible to papate in the Plan and shall
be deemed an Eligible Employee, except any Emplayeris either: (a) customarily employed by thetiegrating Company Group for
twenty (20) hours or less per week (b) customamihployed by the Participating Company Group formote than five (5) months in any
calendar year or (c) has not completed thirty (8)s of service with a Participating Company, ahsather service requirement, up to a
maximum of 2 years, which the Board may require.

5.2 EXCLUSION OF CERTAIN STOCKHOLDERS. Notwithstangd any provision of the Plan to the contrary, moftoyee shall be treated
as an Eligible Employee and granted a Purchaset Rigter the Plan if, immediately after such grémt, Employee would own or hold
options to purchase stock of the Company or ofRamgent Corporation or Subsidiary Corporation pagegdive percent (5%) or more of the
total combined voting power or value of all classéstock of such corporation, as determined iroet&nce with

Section 423(b)(3) of the Code. For purposes of$istion 5.2, the attribution rules of Section 424(f the Code shall apply in determining
the stock ownership of such Employee.

5.3 DETERMINATION BY COMPANY. The Company shall @éemine in good faith and in the exercise of itdison whether an
individual has become or has ceased to be an Employan Eligible Employee and the effective détguch individual's attainment or
termination of such status, as the case may bepirposes of an individual's eligibility to parpeite in or other rights, if any, under the Plan
as of the time of the Company's determinations@ath determinations by the Company shall be flniatling and conclusive, unless the
Company's determination is arbitrary or capricidtesjdulent, or made in bad faith notwithstandingttthe Company or any court of law or
governmental agency subsequently makes a contedgyrdination.

6. OFFERINGS.

The Plan shall be implemented by sequential Offgriof approximately six (6) months duration or satier duration as the Board shall
determine (an "OFFERING PERIOD"); provided, howetkat the first Offering Period (the "INITIAL OFFENG PERIOD") shall
commence on July 1, 2001 and end on March 31, 2Z02sequent Offering Periods shall commence obautaApril 1 and October 1 of
each year and end on or about the next SeptemtsrdBMarch 31, respectively, occurring thereaftertwithstanding the foregoing, the
Board, in its sole and absolute discretion, magt#isth a different duration for one or more OffgriReriods
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or different commencing or ending dates for suctef@fg Periods including the Initial Offering Pedigorovided, however, that no Offering
Period may have a duration exceeding twenty-seXénrfonths.

7. PARTICIPATION IN THE PLAN.

7.1 INITIAL PARTICIPATION. An Eligible Employee malpecome a Participant in an Offering Period bywseing a properly completed
Subscription Agreement, in accordance with suctsrand procedures as may be specified by the ComparEligible Employee who does
not deliver a properly completed Subscription Agneet to the Company in the required time periodl stz participate in the Plan for that
Offering Period. Furthermore, the Eligible Employeay not participate in a subsequent Offering Revioless a properly completed
Subscription Agreement is delivered to the Compamyr before the Subscription Date for such subseOffering Period.

7.2 CONTINUED PARTICIPATION. A Participant shall @matically participate in the next Offering Peric@immencing immediately after
the Purchase Date of each Offering Period in wiiehParticipant participates provided that theiBigeint remains an Eligible Employee on
the Offering Date of the new Offering Period and hat either (a) withdrawn from the Plan pursuaréction 12.1 or (b) terminated
employment as provided in Section 13. A Participgind may automatically participate in a subseq@sifering Period, as provided in this
Section, is not required to deliver any additioBabscription Agreement for the subsequent OffeRagod in order to continue participation
in the Plan. However, a Participant may deliveew isubscription Agreement for a subsequent Offdfieadod in accordance with the
procedures set forth in Section 7.1 if the Paréinipdesires to change any of the elections cordamthe Participant's then effective
Subscription Agreement.

8. RIGHT TO PURCHASE SHARES.
8.1 GRANT OF PURCHASE RIGHT.

(i) Except as set forth below (or as otherwise #jgecby the Board prior to the Offering Date), the Offering Date of each Offering Period,
each Participant in that Offering Period shall bented automatically a Purchase Right consistirgnodption to purchase that number of
whole shares of Stock determined by either dividifigen percent (15%) of such Participant's Consagion during the Offering Period by
the Purchase Price of a share of Stock for suceridff Period or by dividing Twelve Thousand Fivendred Dollars ($12,500) by the Fair
Market Value of a share of Stock on such Offeriragel) whichever is less. In connection with any @ffg made under this Plan, the Board or
the Committee may specify a maximum number of shafe€Common Stock which may be purchased by any@me as well as a maximum
aggregate number of shares of Common Stock whighbagurchased by all eligible employees pursuastith Offering. In addition, in
connection with any Offering which contains morarttone Purchase Date, the Board or the Committgespecify a maximum aggregate
number of shares which may be purchased by albdigmployees on any given Purchase Date undedffeeing.
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(il) Notwithstanding the foregoing, the aggregatenber of shares for which Purchase Rights may éetgd in any Offering Period may not
exceed the maximum number of shares which have, Ipeien to the Offering Date for such Offering Retj reserved for the Plan and
approved by the stockholders of the Company angmesiously been purchased upon the exercise ahRse Rights in any prior Offering
Period.

(iii) If the aggregate purchase of shares of Comi&tatk upon exercise of rights granted under tHer®dfy would exceed any such maxim
aggregate number, the Board or the Committee sfadtke a pro rata allocation of the shares of Com8touk available in as nearly a unifo
manner as shall be practicable and as it shall dedye equitable. No Purchase Right shall be gdaotean Offering Date to any person who
is not, on such Offering Date, an Eligible Employee

8.2 SUBSTITUTION OF RIGHTS. The grant of rights endn Offering may be done to carry out the suligtit of rights under the Plan for
pre-existing rights granted under another empleyeek purchase plan, if such substitution is pumstma transaction described in Section
424(a) of the Code (or any successor provisioretbgiand the characteristics of such substitutesigonform to the requirements of Section
424(a) of the Code (or any successor provisioretbgand will not cause the disqualification ostRilan under Section 423 of the Code.
Notwithstanding the other terms of the Plan, sud¥s8tute rights shall have the same charactesisticthe characteristics associated with
pre-existing rights, including, but not limited the following:

(i) the date on which such pre-existing right weanged shall be the "Offering Date" of such substitright for purposes of determining the
date of grant of the substitute right;

(i) the Offering (as defined below) for such sutesgé right shall begin on its Offering Date andiemincident on the applicable Purchase
Date, but no later than the end of the offeringd@termined under the terms of such offering) unddch the pre-existing right was granted.

8.3 PRO RATA ADJUSTMENT OF PURCHASE RIGHT. If th@&d establishes an Offering Period of any duratitver than six months,
then any limitation on the number of shares of tject to each Purchase Right granted on theri@¢f Date of such Offering Period set
forth in

Section 8.1(i) shall be prorated based upon the wdtich the number of months in such Offering Bérbears to six (6).

8.4 CALENDAR YEAR PURCHASE LIMITATION. Notwithstaridg any provision of the Plan to the contrary, roteipant shall be

granted a Purchase Right which permits his origét to purchase shares of Stock under the Placdoue at a rate which, when aggregated
with such Participant's rights to purchase shangeuall other employee stock purchase plans @fridipating Company intended to meet
requirements of Section 423 of the Code, exceedmTyfFive Thousand Dollars ($25,000) in Fair MarKatue (or such other limit, if any,

as may be imposed by the Code) for each calendarilyevhich such Purchase Right is outstandingigttine. For purposes of the preceding
sentence, the Fair Market Value of shares purchasedg a given Offering Period shall be determiasf the Offering Date for such
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Offering Period. The limitation described in thiscBon shall be applied in conformance with apfdieaegulations under Section 423(b)(8)
of the Code.

9. PURCHASE PRICE.

The Purchase Price for an Offering Period sha#ighty-five percent (85%) of the lesser of (a) Haér Market Value of a share of Stock on
the Offering Date of the Offering Period, or (b thair Market Value of a share of Stock on the Rase Date. Notwithstanding the forego
the Board, in its sole discretion, may establighRlurchase Price at which each share of Stock magduired in an Offering Period upon the
exercise of all or any portion of a Purchase Rightyided, however, that the Purchase Price sloalba less than eighfijve percent (85%) ¢
the lesser of (a) the Fair Market Value of a slwdr8tock on the Offering Date of the Offering Pdriar (b) the Fair Market Value of a shart
Stock on the Purchase Date.

10. ACCUMULATION OF PURCHASE PRICE THROUGH PAYROLDEDUCTION.

Shares of Stock acquired pursuant to the exergiak or any portion of a Purchase Right may belgar only by means of payroll deductic
from the Participant's Compensation accumulatethguhe Offering Period for which such PurchasehRigas granted, and, if a payroll
deduction is not permitted under a statute, reguiatule of a jurisdiction, or is not administraly feasible, such other payments as may be
approved by the Company, subject to the following:

10.1 AMOUNT OF PAYROLL DEDUCTIONS. Except as othése provided herein, the amount to be deductedruhéePlan from a
Participant's Compensation on each payday duringféering Period shall be determined by the Pay#int's Subscription Agreement. The
Subscription Agreement shall set forth the peragntaf the Participant's Compensation to be dedwmeshch payday during an Offering
Period in whole percentages, up to fifteen per(Esf6). The Board may change the foregoing limitpayroll deductions effective as of any
Offering Date.

10.2 COMMENCEMENT OF PAYROLL DEDUCTIONS. Payroll dections shall commence on the first payday foltaythe Offering Dat
and shall continue through the last payday prighéoend of the Offering Period unless soonereadter terminated as provided herein.

10.3 ELECTION TO CHANGE OR STOP PAYROLL DEDUCTIONBuring an Offering Period, to the extent providedin the Offering,

a Participant may elect to decrease the rate tof stop deductions from his or her Compensatiodddivering to the Company an amended
Subscription Agreement, in such form and mannapasified by the Company, authorizing such chamgerdefore the Change Notice D:
as defined below. A Participant who elects, effexfollowing the first payday of an Offering Perjdd decrease the rate of his or her payroll
deductions to zero percent (0%) shall neverthekssin a Participant in the current Offering Petiotess such Participant withdraws from
the Plan as provided in Section 12.1. The "CHANGEMCE DATE" shall be the day established in accoo#awith procedures established
by the Company.



10.4 COMPANY'S HOLDING OF DEDUCTION. All payroll diictions from a Participant's Compensation shatldmosited with the
general funds of the Company. All payroll deducsioaeceived or held by the Company may be usedéZtmpany for any corporate
purpose. Interest shall not be paid on sums deddicien a Participant's Compensation pursuant td’tha.

10.5 VOLUNTARY WITHDRAWAL OF DEDUCTIONS. A Particignt may withdraw payroll deductions credited to B@n and not
previously applied toward the purchase of Stocly asl provided in Section 12.1.

11. PURCHASE OF SHARES.

11.1 EXERCISE OF PURCHASE RIGHT. On each Purcheste,Beach Participant's accumulated payroll dedstand other additional
payments specifically permitted by the Plan (withay increase for interest), will be applied te frurchase of whole shares of Stock, up to
the maximum number of shares permitted pursuattitetéerms of the Plan and the applicable Offeratghe Purchase Price for such Offer
No fractional shares shall be issued upon the eseof Purchase Rights granted under the Planaiwunt, if any, of each Participar
accumulated payroll deductions remaining afteptinehase of shares which is less than the amoquires to purchase one share of Stoc
the final Purchase Date of an Offering shall bainetd in each such Participant's account for thieh@se of shares under the next Offering
under the Plan, unless such Participant withdraars such next Offering, as provided in Section 18rlis no longer eligible to be granted
rights under the Plan, as provided in

Section 5, in which case such amount shall beibiiged to the Participant after said final Purch@age, without interest. The amount, if any,
of each Participant's accumulated payroll dedusti@maining after the purchase of shares whichjuslego the amount required to purchase
whole shares of Stock on the final Purchase Dasmddffering shall be refunded in full to the Pagant after such Purchase Date, without
interest.

11.2 PRO RATA ALLOCATION OF SHARES. If the numbefrshares of Stock which might be purchased by atti€ipants in the Plan on a
Purchase Date exceeds the number of shares of 8tadible in the Plan as provided in Section th& ,Company shall make a pro rata
allocation of the remaining shares in as uniformamner as practicable and as the Company determaitesequitable. Any fractional share
resulting from such pro rata allocation to any grant shall be disregarded.

11.3 DELIVERY OF SHARES. As soon as practicableraftach Purchase Date, the Company shall arrapg#etivery to each Participant of
the shares acquired by the Participant on suchhBsecDate; provided that the Company may deliveln shares to a broker designated by
Company that will hold such shares for the berafthe Participant. Shares to be delivered to éiddaant under the Plan shall be registered,
or held in an account, in the name of the Partitipar, if requested by the Participant, such ottene or names as the Company may permit
under rules established for the operation and agtrétion of the Plan.

11.4 TAX WITHHOLDING. At the time a Participant'sihase Right is exercised, in whole or in par@atadhe time a Participant disposes of
some or all of the shares of Stock he or she aggjuinder the Plan, the Participant shall make adequrovision for the
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federal, state, local and foreign tax withholdifdigations, if any, of the Participating CompanyoGp which arise upon exercise of the
Purchase Right or upon such disposition of shaespectively. The Participating Company Group niay,shall not be obligated to, withhold
from the Participant's compensation the amountssarg to meet such withholding obligations.

11.5 EXPIRATION OF PURCHASE RIGHT. A Purchase Righall expire immediately upon the end of the GrfigiPeriod to the extent it
exceeds the number of shares of Stock which arhpsed with a Participant's accumulated payroludiadns or other permitted contribution
during any Offering Period.

11.6 PROVISION OF REPORTS AND STOCKHOLDER INFORMAIN TO PARTICIPANTS. Each Participant who has exsdiall or
part of his or her Purchase Right shall receivescam as practicable after the Purchase Date catrejpsuch Participant's account setting fc
the total payroll deductions accumulated prioruotsexercise, the number of shares of Stock puechdlse Purchase Price for such shares,
the date of purchase and the cash balance, iramaining immediately after such purchase that isetrefunded or retained on behalf of the
Participant pursuant to Section 11.1. The repaytired by this Section may be delivered in sucmfand by such means, including by
electronic transmission, as the Company may deternhn addition, each Participant shall be givereas to information concerning the
Company equivalent to that information providedeyafly to the Company's common stockholders.

12. WITHDRAWAL FROM PLAN.

12.1 VOLUNTARY WITHDRAWAL FROM THE PLAN. A Particigant may withdraw from the Plan by signing and dsling to the
Company's designated office a written notice ohdiawal on a form provided by the Company for thispose or by communicating with 1
Company in such other manner as the Company mapiaze. A Participant who voluntarily withdraws finathe Plan is prohibited from
resuming participation in the Plan in the same @ftefrom which he or she withdrew, but may papate in any subsequent Offering by
again satisfying the requirements of Sections 5 and

7.1. The Company may impose, from time to timesquirement that the notice of withdrawal from thaFbe on file with the Company's
designated office for a reasonable period pridh&oeffectiveness of the Participant's withdrawal.

12.2 RETURN OF PAYROLL DEDUCTIONS. Upon a Partiaipa voluntary withdrawal from the Plan pursuanSextion 12.1, the
Participant's accumulated payroll deductions whiate not been applied toward the purchase of skasdkbe refunded to the Participant as
soon as practicable after the withdrawal, withdet payment of any interest, and the Participaarsqgpation in the Plan shall terminate.
Such accumulated payroll deductions to be refumdedcordance with this Section may not be appleany other Offering under the Plan.

13. TERMINATION OF EMPLOYMENT OR ELIGIBILITY.

13.1 Upon a Participant's ceasing, prior to a PagetDate, to be an Employee of the Participating@@my Group for any reason, or upon the
failure of a Participant to remain

11



an Eligible Employee, the Participant's participatin the Plan shall terminate immediately, ex@pbtherwise provided in Section 2.1(g)

Section 13.3.

13.2 Upon termination of participation, the term@dhParticipant's accumulated payroll deductionglwhave not been applied toward the
purchase of shares shall, as soon as practicabletlirned to the Participant or, in the case @Rarticipant's death, to the Participant's legal
representative, and all of the Participant's rigimder the Plan shall terminate. Interest shalbeopaid on sums returned pursuant to this
Section 13. A Participant whose participation hasrbso terminated may again become eligible tacgzate in future Offerings under the
Plan by satisfying the requirements of Sectionadal.

13.3 Upon a Participant's ceasing, prior to a PagelDate, to be an Employee of the Participating@my Group for any reason, or upon the
failure of a Participant to remain an Eligible Exyge, the Participant's participation in the Plaallscontinue, subject to the Participant's
execution of a general release of claims satisfpt¢tothe Company, for an additional ninety (90ysigprovided, however, this Section shall
not apply in the event of the Participant's deatBpinoff Transaction, or to any Participant oeave of absence governed by Section 2.1(g).

14. CHANGE IN CONTROL.
14.1 DEFINITIONS.

(@) An "OWNERSHIP CHANGE EVENT" shall be deemedhtive occurred if any of the following occurs widspect to the Company: (i)
the direct or indirect sale or exchange in a singlseries of related transactions by the stockdrsldf the Company of more than fifty percent
(50%) of the voting stock of the Company; (ii) arger or consolidation in which the Company is ayd(ii) the sale, exchange, or transfer
of all or substantially all, as determined by th@aBl in its sole discretion, of the assets of thenGany; or (iv) a liquidation or dissolution of
the Company.

(b) A "CHANGE IN CONTROL" shall mean an Ownershipdhge Event or a series of related Ownership Chirgets (collectively, a
"TRANSACTION") wherein the stockholders of the Caany immediately before the Transaction do not neitaimediately after the
Transaction, in substantially the same proportemgheir ownership of shares of the Company's gatinck immediately before the
Transaction, direct or indirect beneficial ownepsbf more than fifty percent (50%) of the total dmned voting power of the outstanding
voting securities of the Company or, in the case ®fansaction described in Section 14.1(a)(lii¢, ¢orporation or other business entity to
which the assets of the Company were transferted" TRANSFEREE"), as the case may be. The Boarllddt@rmine in its sole discretion
whether multiple sales or exchanges of the votewysties of the Company or multiple Ownership QGlekvents are related.
Notwithstanding the preceding sentence, a Chan@aimrol shall not include any Transaction in whilth voting stock of an entity in ti
Participating Company Group is distributed to thareholders of a parent corporation, as definedkiction 424(e) of the Code, of such en
Any Ownership Change resulting from an underwrifieblic offering of the Company's Stock or the ktotany Participating Company sk
not be deemed a Change in Control for any purpeseunder.
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14.2 EFFECT OF CHANGE IN CONTROL ON PURCHASE RIGHT®the event of a Change in Control, the sungyicontinuing,
successor, or purchasing corporation or parentocation thereof, as the case may be (the "ACQUIRIIRPORATION"), may assume t
Company's rights and obligations under the PlathdfAcquiring Corporation elects not to assumeQbmpany's rights and obligations under
outstanding Purchase Rights, the Purchase Dakedahén current Offering Period shall be acceldrtiea date before the date of the Change
in Control specified by the Board, but the numbfeshares of Stock subject to outstanding Purchaglet®Rshall not be adjusted. All Purchase
Rights which are neither assumed by the Acquiringo@ration in connection with the Change in Contrai exercised as of the date of the
Change in Control shall terminate and cease taubsanding effective as of the date of the Chandeantrol.

15. NONTRANSFERABILITY OF PURCHASE RIGHTS.

Neither payroll deductions nor a Participant's Rase Right may be assigned, transferred, pledgetherwise disposed of in any man

other than as provided by the Plan or by will @ lws of descent and distribution. Any such attiexthassignment, transfer, pledge or other
disposition shall be without effect, except tha @ompany may treat such act as an election talveith from the Plan as provided in Section
12.1. A Purchase Right shall be exercisable dufiedifetime of the Participant only by the Paytint.

16. COMPLIANCE WITH SECURITIES LAW.

The issuance of shares under the Plan shall bedubjcompliance with all applicable requiremenftiederal, state and foreign law with
respect to such securities. A Purchase Right map@exercised if the issuance of shares upon exgttise would constitute a violation of
any applicable federal, state or foreign securlé@s or other law or regulations or the requiretaari any securities exchange or market
system upon which the Stock may then be listeddutition, no Purchase Right may be exercised u#ssregistration statement under the
Securities Act of 1933, as amended, shall at the tf exercise of the Purchase Right be in efféitt mespect to the shares issuable upon
exercise of the Purchase Right, or (b) in the apirdf legal counsel to the Company, the sharesiidswpon exercise of the Purchase Right
may be issued in accordance with the terms of aticagble exemption from the registration requireisesf said Act. The inability of the
Company to obtain from any regulatory body havingsgiction the authority, if any, deemed by thex@@any's legal counsel to be necessary
to the lawful issuance and sale of any shares uhddplan shall relieve the Company of any liapilit respect of the failure to issue or sell
such shares as to which such requisite authorél sbt have been obtained. As a condition to tter@se of a Purchase Right, the Company
may require the Participant to satisfy any quadificns that may be necessary or appropriate, tteage compliance with any applicable law
or regulation, and to make any representation eraméy with respect thereto as may be requestaddompany.

17. RIGHTS AS A STOCKHOLDER AND EMPLOYEE.

A Participant shall have no rights as a stockholevirtue of the Participant's participation iretRlan until the date of the issuance of shares
purchased pursuant to the
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exercise of the Participant's Purchase Right (akeaged by the appropriate entry on the books@fQbmpany or of a duly authorized tran
agent of the Company). No adjustment shall be nfaddividends, distributions or other rights for isth the record date is prior to the date
such share is issued, except as provided in Se¢tfriNothing herein shall confer upon a Partict@y right to continue in the employ of -
Participating Company Group or interfere in any wath any right of the Participating Company Grdogerminate the Participant's
employment at any time.

18. DISTRIBUTION ON DEATH.
If a Participant dies, the Company shall delivey ahares or cash credited to the Participant tdPtréicipant's legal representative.
19. NOTICES.

All notices or other communications by a Particip@anthe Company under or in connection with thenPhall be deemed to have been duly
given when received in the form specified by thenpany at the location, or by the person, designayeitie Company for the receipt there

20. AMENDMENT OR TERMINATION OF THE PLAN.

The Board may at any time amend or terminate tha,RIxcept that (a) such termination shall notcafRurchase Rights previously granted
under the Plan, except as permitted under the Rfah(b) no amendment may adversely affect a PsecRaght previously granted under the
Plan (except to the extent permitted by the Plasmsamay be necessary to qualify the Plan as anogemistock purchase plan pursuant to
Section 423 of the Code or to obtain qualificatimmegistration of the shares of Stock under applie federal, state or foreign securities
laws). In addition, an amendment to the Plan masdfproved by the stockholders of the Company witlielve (12) months of the adoption
of such amendment if such amendment would incréEsemaximum aggregate number of shares of Sto¢krthg be issued under the Plan
(except by operation of the provisions of Sectiadh@er Section 4.2) or would change the definitibthe corporations that may be designated
by the Board as Participating Companies.
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QUALCOMM INCORPORATED
2001 NON-EMPLOYEE DIRECTORS' STOCK OPTION PLAN
1. ESTABLISHMENT, PURPOSE AND TERM OF PLAN.

1.1 ESTABLISHMENT. The QUALCOMM Incorporated 200loR-Employee Directors' Stock Option Plan (the "PLAN hereby
established effective as of February 27, 2001'@#t-ECTIVE DATE"), subject to the approval by Comgahareholders.

1.2 PURPOSE. The purpose of the Plan is to advinecmterests of the Participating Company Groupitsmstockholders by providing an
incentive to attract, retain and reward Non-Empéoférectors of the Company by creating an addifiomzentive for such persons to
contribute to the growth and profitability of tharcipating Company Group.

1.3 TERM OF PLAN. The Plan shall continue in effentil the earlier of its termination by the Boandthe date on which all of the shares of
Stock available for issuance under the Plan haee Esued and all restrictions on such shares uhdderms of the Plan have lapsed.

2. DEFINITIONS AND CONSTRUCTION.
2.1 DEFINITIONS. Whenever used herein, the follogviarms shall have their respective meanings st bzlow:

(a) "AFFILIATE" means (i) an entity, other than arBnt Corporation, that directly, or indirectlydligh one or more intermediary entities,
controls the Company or (ii) an entity, other tlwa8ubsidiary Corporation, that is controlled by @wmpany directly, or indirectly through
one or more intermediary entities, or (iii) an gnthich the Board designates as an Affiliate. this purpose, the term "control" (including
the term "controlled by") means the possessioectior indirect, of the power to direct or causedirection of the management and policies
of the relevant entity, whether through the ownigrsifi voting securities, by contract or otherwiseshall have such other meaning assigned
such term for the purposes of registration on F8runder the Securities Act.

(b) "BOARD" means the Board of Directors of the Quany. If one or more Committees have been appolntdtie Board to administer the
Plan, "BOARD" also means such Committee(s).

(c) A"CHANGE IN CONTROL" shall mean an Ownershipahge Event or a series of related Ownership Chawxgats (collectively, a
"TRANSACTION") wherein the stockholders of the Caany immediately before the Transaction do not neitaimediately after the
Transaction, in substantially the same proportemgheir ownership of shares of the Company's gatiock immediately before the
Transaction, direct or indirect beneficial ownepsbf more than fifty percent (50%) of the total dmned voting power of the outstanding
voting securities of the Company or, in the casa ©fansaction described in Section 2.1(u)(iii§ torporation or other business entity to
which the assets of the Company



were transferred (the "TRANSFEREE"), as the casglmea The Board shall determine in its sole disoretvhether multiple sales or
exchanges of the voting securities of the Companyutiple Ownership Change Events are relatedwibstanding the preceding sentence,
a Change in Control shall not include a Spinoffriiaction.

(d) "CODE" means the Internal Revenue Code of 188@&mended, and any applicable regulations pratedghereunder.

(e) "COMMITTEE" means the Compensation Committeetber committee of the Board duly appointed to mister the Plan and having
such powers as shall be specified by the Boardeddrthe powers of the Committee have been spdlifiicaited, the Committee shall have
all of the powers of the Board granted herein,udiig, without limitation, the power to amend amnténate the Plan at any time, subject to
terms of the Plan and any applicable limitationpased by law.

(f) "COMPANY" means QUALCOMM Incorporated, a Delasgacorporation, or any Successor.

(g) "CONSULTANT" means a person engaged to proemesulting or advisory services (other than as mplByee or a Director) to a
Participating Company.

(h) "DIRECTOR" means a member of the Board or eftibard of directors of any other Participating @ary.

(i) "DIRECTOR FEES" mean a NoEmployee Director's annual retainer fee, meetieg fand any other compensation payable with resp
such individual's Service as a Director.

()) "DISABILITY" means the Participant has beenelatined eligible for supplemental Security Inconeadfits by the Social Security
Administration of the United States of America aisb means the inability of the Participant, in dpénion of a qualified physician
acceptable to the Company, to perform the dutiekeParticipant's position with the Participat@gmpany Group because of sickness or
other physical or mental incapacity.

(k) "EMPLOYEE" means any person treated as an eyegldincluding an Officer or a Director who is atsgated as an employee) in the
records of a Participating Company; provided, hosvethat neither Service as a Director nor payroéatDirector Fee shall be sufficient to
constitute employment for purposes of the Plan.

() "EXCHANGE ACT" means the Securities Exchangd 8£1934, as amended.
(m) "FAIR MARKET VALUE" means, as of any date, thalue of the Common Stock determined as follows:

(i) If the Common Stock is listed on any establéktock exchange or traded on the Nasdaqg Natioagkét system or the Nasdaq SmallCap
Market system of the Nasdaqg Stock Market estaldislyethe National Association of Securities
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Dealers, Inc., the Fair Market Value of a shar€ofmmon Stock shall be the closing sales pricedohstock (or the closing bid, if no sales
were reported) as quoted on such exchange or m@ankiétthe stock is traded on more than one exghar market, the exchange or market
with the greatest volume of trading in the CommatwcE) on the last market trading day prior to tlag df determination, as reported in THE
WALL STREET JOURNAL or such other source as thelBaseems reliable.

(i) In the absence of such markets for the Comi@tmck, the Fair Market Value shall be determinedadnd faith by the Board.

(n) "NON-CONTROL AFFILIATE" means any entity in wth any Participating Company has an ownershipesteand which the Board
shall designate as a Non-Control Affiliate.

(o) "NON-EMPLOYEE DIRECTOR" means a member of theaRl who is hot an Employee of a Participating CanypGroup.

(p) "NONSTATUTORY STOCK OPTION" means an Option imtended to be (as set forth in the Option Agrestiner which does not
qualify as an incentive stock option within the miag of Section 422(b) of the Code.

() "NORMAL RETIREMENT AGE" means the date on whighParticipant has attained the age of seventyy@a)s and has completed nine
years of continuous Servic

(r) "OFFICER" means any person designated by trerdBas an officer of the Company.

(s) "OPTION" means a right to purchase Stock (sutheadjustment as provided in Section 4.2) purst@the terms and conditions of the
Plan.

(t) "OPTION AGREEMENT" means an agreement, in siacin as the Board may approve, between the Compadya Participant setting
forth the terms, conditions and restrictions ofGption granted to the Participant and any shargsia upon the exercise thereof.

(u) An "OWNERSHIP CHANGE EVENT" shall be deemecdhive occurred if any of the following occurs widspect to the Company: (i)
the direct or indirect sale or exchange in a singlseries of related transactions by the stockdrsldf the Company of more than fifty percent
(50%) of the voting stock of the Company; (ii) arger or consolidation in which the Company is ayd(ii) the sale, exchange, or transfer
of all or substantially all, as determined by th@aBl in its discretion, of the assets of the Comgpan(iv) a liquidation or dissolution of the
Company.

(v) "PARENT CORPORATION" means any present or fatiparent corporation” of the Company, as defimefiéction 424(e) of the Code.
(w) "PARTICIPANT" means any eligible person who len granted one or more Options.
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(x) "PARTICIPATING COMPANY" means the Company oryaRarent Corporation or Subsidiary Corporation &iliate.
(y) "PARTICIPATING COMPANY GROUP" means, at any pbin time, all entities collectively which are th@articipating Companies.

(z) "PRIOR PLAN OPTION" means, any option grantedspiant to the Company's 1998 NEmployee Directors' Stock Option Plan whic
outstanding on or after the date on which the Baaapts the Plan or which is granted thereafterpaiud to the Effective Date.

(aa) "RULE 16b-3" means Rule 16b-3 under the Exghalkct, as amended from time to time, or any susesile or regulation.
(bb) "SECURITIES ACT" means the Securities Act 883, as amended.
(cc) "SERVICE" means

(i) a Participant's employment or service with Bagticipating Company Group, whether in the cagaafian Employee, a Director or a
Consultant. A Participant's Service shall not bended to have terminated merely because of a chiarige capacity in which the Participant
renders Service to the Participating Company Garugp change in the Participating Company for whiehParticipant renders such Service,
provided that there is no interruption or termiaatof the Participant's Service. The Participa®¢svice shall be deemed to have terminated
either upon an actual termination of Service ormughe entity for which the Participant performs\&eg ceasing to be a Participating
Company; except that if the entity for which thetRgant performs Service is a Subsidiary Corporand ceases to be a Participating
Company as a result of the distribution of the mpt$tock of such Subsidiary Corporation to the shalders of the Company or a Parent
Corporation, Service shall not be deemed to haweitated as a result of such distribution. Sulfjethe foregoing, the Company, in its
discretion, shall determine whether the Particilsgad®érvice has terminated and the effective daseicti termination.

(if) Notwithstanding any other provision of thisc@ien, a Participant's Service shall not be deetodthve terminated merely because the
Participating Company for which the Participantders Service ceases to be a member of the Patiigjgdompany Group by reason of a
Spinoff Transaction, nor shall Service be deemdthiee terminated upon resumption of Service fromShinoff Company to a Participating
Company. For all purposes under this Plan, a Raatit's Service shall include Service, whethehadapacity of an Employee, Director or a
Consultant, for the Spinoff Company provided a iegant was employed by the Participating Compangup immediately prior to the
Spinoff Transaction. Notwithstanding the foregoiiighe Company's auditors determine that the fmiowis or operation of the preceding two
sentences would cause the Company to incur a caapen expense and provided further that in themdss of the preceding two sentences
no such compensation expense would be incurred thieetwo preceding sentences shall be withoueforaeffect, and the vesting and
exercisability of each outstanding Option and dmgrss



acquired upon the exercise thereof shall be detexniinder any other applicable provision of thenllathe Option Agreement evidencing
such Option.

(dd) "SPINOFF COMPANY" means a Participating Compuaitich ceases to be such as a result of a Spimaffsacton.

(ee) "SPINOFF TRANSACTION" means a transaction hicl the voting stock of an entity in the Partidcipg Company Group is distribut
to the shareholders of a parent corporation asééfoy Section 424(e) of the Code, of such entity.

(ff) "STOCK" means the common stock of the Compasyadjusted from time to time in accordance wébt®n 4.2.

(gg) "SUBSIDIARY CORPORATION" means any presenfuture "subsidiary corporation” of the Companydafined in
Section 424(f) of the Code.

(hh) "SUCCESSOR" means a corporation into or wilticlv the Company is merged or consolidated or whijuires all or substantially all
of the assets of the Company and which is desidriate¢he Board as a Successor for purposes ofléme P

2.2 CONSTRUCTION. Captions and titles containecehreare for convenience only and shall not affeetrheaning or interpretation of any
provision of the Plan. Except when otherwise inttideby the context, the singular shall includeghsal and the plural shall include the
singular. Use of the term "or" is not intended éodxclusive, unless the context clearly requirbstise.

3. ADMINISTRATION.
3.1 ADMINISTRATION BY THE BOARD. The Plan shall ledministered by the Board and its designees.

3.2 AUTHORITY OF OFFICERS. Any Officer shall havetauthority to act on behalf of the Company wibpect to any matter, right,
obligation, determination or election which is tiesponsibility of or which is allocated to the Camp herein, provided the Officer has actual
authority with respect to such matter, right, ohtign, determination or election. Any decision etatmination of the Company made by an
Officer having actual authority with respect therethall be final, binding and conclusive on thetiipating Company Group, any
Participant, and all persons having an interegiténPlan, or any Option granted hereunder, uniess fficer's decision or determination is
arbitrary or capricious, fraudulent, or made in feith.

3.3 POWERS OF THE BOARD. In addition to any othewprs set forth in the Plan and subject to the ipions of the Plan, the Board shall
have the full and final power and authority, indiscretion:

(a) To construe and interpret the provisions ofRle and Options granted under it, in its disoretto establish, amend and revoke rules and
regulations for its administration, and to takesalth actions and make all such decisions as magdmssary or
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appropriate for the operation and administratiothefPlan, including, without limitation, all sudecisions and determinations as may be
expressly delegated to the Board by the termseoPthn. The Board, in the exercise of this powety oorrect any defect, omission or
inconsistency in the Plan or in any Option Agreetnigna manner and to the extent it shall deentsidiscretion, necessary, desirable,
appropriate or expedient to make the Plan fullgatffe.

(b) To amend the Plan or an Option as provided in
Section 11.

(c) Generally, to exercise such powers and to peruch acts as the Board deems necessary, desiagplropriate or expedient to promote
the best interests of the Company which are nobirflict with the provisions of the Plan.

(d) The Board's determination of the constructiod eterpretation of any provision of the Plan, amg actions taken, and any decisions or
determinations made pursuant to the terms of tae Which are made in good faith shall be finaldbig and conclusive on the Participating
Company Group, any Participant, and any persomigeam interest in the Plan or any Option granteduraer.

3.4 POWERS OF THE COMMITTEE. If administration islelgated to the Committee, then the Committee blaak, in connection with the
administration of the Plan, the powers theretofimesessed by the Board (and references in thist®tiuie Board shall thereafter be deeme
refer also to such Committee), except as may beeesly limited in the delegation of power or asvinled in the next sentence.
Notwithstanding the foregoing, the powers of therdattee are limited as follows: (i) constructiordanterpretation of the Plan by t
Committee shall be subject to review by the Boasddetermined by the Board in its sole discrefiibnthe requirements of the Delaware
General Corporation Law shall be complied withlbtimes, and (iii) the Committee cannot make aditionary grant under the Plan, nor
amend the terms of an automatic grant under the Urless such grant would still be exempt fromapgplication of Section 16 of the
Exchange Act. The Board may abolish, or limit tleevprs of, the Committee at any time and revedténBoard all or some of the
administration of the Plan.

3.5 INDEMNIFICATION. In addition to such other righof indemnification as they may have as membgtiseoBoard or Officers or
Employees of the Participating Company Group, membéthe Board and any Officers or Employees efRfarticipating Company Group to
whom authority to act for the Board or the Comp&ngelegated shall be indemnified by the Comparajire all reasonable expenses,
including attorneys' fees, actually and necessardyrred in connection with the defense of anyoaGtsuit or proceeding, or in connection
with any appeal therein, to which they or any @rthmay be a party by reason of any action takéailore to act under or in connection with
the Plan, or any right granted hereunder, and agalhamounts paid by them in settlement therpod\ided such settlement is approved by
independent legal counsel selected by the Compargaid by them in satisfaction of a judgment iy anch action, suit or proceeding, exc

in relation to matters as to which it shall be adjed in such action, suit or proceeding that swrhgn is liable for gross negligence, bad faith
or intentional misconduct in duties; provided, hees that within sixty (60) days after the institut of such action, suit or proceeding, such
person shall offer to the



Company, in writing, the opportunity at its own exge to handle and defend the same, and to retaiplete control over the litigation
and/or settlement of such suit, action or procegdin

3.6 ARBITRATION. Any dispute or claim concerningya®@ptions granted (or not granted) pursuant toPtés and any other disputes or
claims relating to or arising out of the Plan shalifully, finally and exclusively resolved by bingd arbitration conducted pursuant to the
Commercial Arbitration Rules of the American Arhiipn Association in San Diego, California. By gutbeg an Option, Participants and the
Company waive their respective rights to have ammhgslisputes or claims tried by a judge or jury.

4. SHARES SUBJECT TO PLAN.

4.1 MAXIMUM NUMBER OF SHARES ISSUABLE. Subject talpistment as provided in Section 4.2, the maximggregate number of
shares of Stock that may be issued under the Rihte Six Million Three Hundred Thousand (6,3@MY The share reserve shall consist of
authorized but unissued or reacquired shares ak@tioany combination thereof. However, the shaserve, determined at any time, shall be
reduced by the number of shares subject to the Pkim Options. If an outstanding Option, includagrior Plan Option, for any reason
expires or is terminated or canceled or if shafestack are acquired upon the exercise of an Optidaject to a Company repurchase option
and are repurchased by the Company at the Parittspexercise or purchase price, the shares ok@itacable to the unexercised portion of
such Option or Prior Plan Option or such repurctiaseares of Stock shall again be available foraisse under the Plan.

4.2 ADJUSTMENTS FOR CHANGES IN CAPITAL STRUCTURHR the event of any stock dividend, stock splitemse stock split,
recapitalization, combination, reclassificationsonilar change in the capital structure of the Camy appropriate adjustments shall be made
in the number and class of shares subject to e &1d in the exercise price per share of anyandgig Options. If a majority of the shares
which are of the same class as the shares thatbject to outstanding Options are exchanged toyerted into, or otherwise become
(whether or not pursuant to an Ownership Changat-as defined in Section 2.1(u)) shares of anathgvoration (the "NEW SHARES"),

the Board may unilaterally amend the outstandingddp to provide that such Options are exercistdrl&lew Shares. In the event of any
such amendment, the number of shares subjectdaharexercise price per share of, the outstan@iipns shall be adjusted in a fair and
equitable manner as determined by the Board, iistretion. Notwithstanding the foregoing, anycfranal share resulting from an
adjustment pursuant to this Section shall be rodmiisvn to the nearest whole number, and in no evatthe exercise price of any Option
be decreased to an amount less than the par vadung, of the stock subject to the Option.

5. ELIGIBILITY FOR PARTICIPATION.

Only those persons who, at the time of grant, areiisg as Non-Employee Directors shall be eligibl®ecome Participants and to be granted
an Option.



6. TERMS AND CONDITIONS OF OPTIONS.

Options shall be evidenced by Option Agreementsipeg, among other things, the number of shafeStock covered thereby, in such fc
as the Board shall from time to time establish.i@pAgreements may incorporate all or any of thenteof the Plan by reference and shall
comply with and be subject to the following ternmsl @onditions:

6.1 AUTOMATIC GRANT. Subject to the execution bjNan-Employee Director of an appropriate Option Agnent, Options shall be
granted automatically and without further actiortred Board, as follows:

(@) INITIAL OPTION. Each Non-Employee Director shiaé granted an Option to purchase twenty thou$2a@®00) shares of Stock (an
"INITIAL OPTION") on the date such person first ls@ces a Non-Employee Director after the EffectivéeDprovided, however, that an
Initial Option shall not be granted to a Directdnanis an Employee and who subsequently becomesid&ENployee Director as a result of
termination of his or her status as an Employee.

(b) ANNUAL OPTION. Each Non-Employee Director (inding any Non-Employee Director who previously dat qualify as a Non-
Employee Director because of his or her statusi@@naployee) shall be granted on the date of eanhameeting of the stockholders of the
Company (an "ANNUAL MEETING") immediately following/hich such person remains a Non-Employee DireatoQption to purchase
ten thousand (10,000) shares of Stock (an "ANNUARTEDN"); provided, however, that a Non-Employeeddtor granted an Initial Option
on, or within a period of 270 days prior to, théedaf an Annual Meeting shall not be granted anuwahi®©ption for such Annual Meeting.

(c) RIGHT TO DECLINE OPTION. Notwithstanding therégoing, any person may elect not to receive am@piursuant to this

Section by delivering written notice of such elentio the Board no later than the day prior todate such Option would otherwise be
granted. A person so declining an Option shallikeceo payment or other consideration in lieu aftsdeclined Option. A person who has
declined an Option may revoke such election byvdelng written notice of such revocation to the Bbao later than the day prior to the date
such Option would be granted pursuant to Sectidtapor (b), as the case may be.

6.2 EXERCISE PRICE. The exercise price per shaf@atk subject to an Option shall be the Fair Maxkaue of a share of Stock on the
date of grant of the Option.

6.3 EXERCISABILITY AND TERM OF OPTIONS. Each Optiahall vest and become exercisable as set fordwbahd shall terminate and
cease to be exercisable on the tenth (10) anniyedsde of grant of the Option, unless earlier ieated in accordance with the terms of the
Plan or the Option Agreement evidencing such Option

(&) INITIAL OPTIONS. Except as otherwise providedthe Plan or in the Option Agreement evidencinghsDption, each Initial Option sh
vest and become exercisable as follows: (i) tweetgent (20%) of the Initial Option shall vest dretome exercisable on the first
anniversary of the date of grant of the Option, G)d./60th of the Initial Option shall vest anddome exercisable each month, beginning on
the date thirteen 13 months



after the date of grant of the Option, provided Pagticipant's Service has not been terminated fwisuch date.

(b) ANNUAL OPTIONS. Except as otherwise providedtie Plan or in the Option Agreement evidencindhsDption, each Annual Option
shall vest and become exercisable as followsefi)ercent (10%) of the Annual Option shall vest bacome exercisable on the date six
(6) months after the grant of the Option, and{(i§0th of the Annual Option shall vest and becomer@sable each month, beginning on the
date seven (7) months after the date of granteofthtion, provided the Participant's Service hdagerminated prior to such date.

6.4 EARLY EXERCISE. The Option may, but need nit/ude a provision whereby the Optionholder magted¢ any time while an
Employee, Director or Consultant to exercise théiddpas to any part or all of the shares subjetiiéoOption prior to the full vesting of the
Option. Any unvested shares so purchased shallliject to a repurchase right in favor of the Conypavith the repurchase price to be equal
to the original purchase price of the Common Stocko any other restriction the Board determirele appropriate; provided, however, that
(i) the right to repurchase at the original purehpsce shall lapse at the same rate as the Opdists as described elsewhere in the Plan, and
(i) such right shall be exercisable only within)(the ninety (90) day period following the termiiat of the Participant's Service or (B) such
longer period as may be agreed to by the CompadytenParticipant.

6.5 PAYMENT OF EXERCISE PRICE.

(2) FORMS OF CONSIDERATION AUTHORIZED. Except asietwise provided below, payment of the exerciseepfor the number of
shares of Stock being purchased pursuant to angi©Oghall be made (i) in cash, by check or caslivatgnt, (ii) by tender to the Company,
or attestation to the ownership, of shares of Staeked by the Participant having a Fair Market éahot less than the exercise price, (iii) by
delivery of a properly executed notice togethehvilitevocable instructions to a broker providing tlee assignment to the Company of the
proceeds of a sale or loan with respect to sonad of the shares being acquired upon the exedfiiee Option (including, without

limitation, through an exercise complying with {r@visions of Regulation T as promulgated from timéime by the Board of Governors of
the Federal Reserve System) (a "CASHLESS EXERCISE))by such other consideration as may be apgtdw the Board from time to
time to the extent permitted by applicable law(\rby any combination thereof. The Board may at time or from time to time, by approv
of or amendment to the standard form of Option &grent, grant Options which do not permit all of tbeegoing forms of consideration to
be used in payment of the exercise price or whtheravise restrict one or more forms of consideratio

(b) LIMITATIONS ON FORMS OF CONSIDERATION.

() TENDER OF STOCK. Notwithstanding the foregoirgy, Option may not be exercised by tender to thegamy, or attestation to the
ownership, of shares of Stock to the extent suctigeor attestation would constitute a violatiortt@ provisions of any law, regulation or
agreement restricting the redemption of the Comisastpck. Unless otherwise provided by the BoandDption may not be exercised by
tender to the Company, or



attestation to the ownership, of shares of Stod&ssnsuch shares either have been owned by theipamt for more than six (6) months (and
were not used for another Option exercise by aitiest during such period) or were not acquirecealy or indirectly, from the Company.

(i) CASHLESS EXERCISE. The Company reserves, gtard all times, the right, in the Company's saié absolute discretion, to establi
decline to approve or terminate any program or gadaces for the exercise of Options by means ofshléas Exercise.

6.6 TRANSFERABILITY. An Option shall not be transfble in any manner (including without limitatisale, alienation, anticipation,
pledge, encumbrance, or assignment) other thaby @ill or by the laws of descent and distributidii) by written designation of a
beneficiary, in a form acceptable to the Comparith such designation taking effect upon the deéth Barticipant, (iii) by delivering writte
notice to the Company, in a form acceptable taQbmpany (including such representations, warraatiesindemnifications as the Company
shall require a Participant to make to protect@oenpany's interests and ensure that this Optioméeas transferred under the circumstances
approved by the Company), by gift to a Particigaspiouse, former spouse, children, stepchildremdgphildren, parent, stepparent,
grandparent, sibling, niece, nephew, mother-in-father-in-law, son-in-law, daughter-in-law, brothie-law, or sister-in-law, persons having
one of the foregoing types of relationship withatRipant due to adoption, any person sharingrtidfzant's household (other than a tenant
or employee), a foundation in which these perseribeParticipant control the management of asaatany other entity in which these
persons (or the Participant) own more than fiftycpat of the voting interests. A transfer to antgrimn which more than fifty percent of the
voting interests are owned by these persons (dPdéntcipant) in exchange for an interest in thitg is specifically included as a permissi
type of transfer. In addition, a transfer to atareated solely for the benefit (i.e., a Partioipand/or any or all of the foregoing persons hold
more than 50 percent of the beneficial intereshéntrust) of a Participant and/or any or all &f fhregoing persons is also a permissible
transferee, or (iv) such other transferees as maukhorized by the Board in its sole and absdalisieretion. During a Participant's life this
Option is exercisable only by the Participant traasferee satisfying the above conditions. Exaeghie event of a Participant's death, upon
transfer of a Option to any or all of the foregopeysons, the Participant, as the Optionee, itelifly any and all taxes due upon exercise of
those transferred Options. At no time will a trame& who is considered an affiliate under Rule 444] be able to sell any or all such Stock
without complying with Rule 144. The right of arisderee to exercise the transferred portion of@p&on shall terminate in accordance with
the Participant' s right of exercise under thisi@pand is further subject to such representatimastanties and indemnifications from the
transferee that the Company requires the transferemke to protect the Company's interests andreribat this Option has been transferred
under the circumstances approved by the Compange @mortion of a Option is transferred, no furtinansfer may be made of that portion
of the Option.

6.7 EFFECT OF TERMINATION OF SERVICE.

() OPTION EXERCISABILITY. Subject to earlier temaition of the Option as otherwise provided hereith anless otherwise provided by
the Board in the grant of an Option and set fantthe Option Agreement, an Option shall be exebtésafter a
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Participant's termination of Service only during eipplicable time period determined in accordanitie tvis Section and thereafter shall
terminate.

() DISABILITY AND NORMAL RETIREMENT AGE. If a Paricipant's Service terminates because of the Ppatitis Disability or after the
Participant reaches Normal Retirement Age, theretxas otherwise provided in Section 6.7(a)(ii)) {#e Participant's Service shall be
deemed to continue and the exercisability and wgsif the Option and, in the case of an immediag&lrcisable option, the shares acquired
upon exercise thereof shall continue under thedesnd conditions of the Option Agreement, and (B)®ption to the extent unexercised and
exercisable may be exercised by the ParticipanttferParticipant's guardian or legal represerdgativ any time prior to the expiration of the
Option's term as set forth in the Option Agreenamdencing such Option (the "Option Expiration Date

(i) DEATH. If the Participant's Service terminatescause of the death of the Participant, or ifRbdicipant dies after attaining Normal
Retirement Age, or after the Disability of the Rapant then, (A) the exercisability and vestingloé Option and any shares acquired on the
exercise thereof shall be accelerated effectivef #se date of the Participant's death, and (B)Qp#on, to the extent unexercised and
exercisable on the date of the Participant's deadly, be exercised by the Participant's legal remtasive or other person who acquired the
right to exercise the Option by reason of the Bigiint's death at any time prior to the expiratbtwelve (12) months after the date of the
Participant's death, but in any event no later therOption Expiration Date.

(iii) OTHER TERMINATION OF SERVICE. If the Particgnt's Service with the Participating Company Grimrminates prior to Normal
Retirement Age for any reason except Disabilitydeath, the Option, to the extent unexercised arccesable by the Participant on the date
on which the Participant's Service terminates, begxercised by the Participant at any time podhée expiration of twelve (12) months
after the date on which the Participant's Senécminates, but in any event no later than the @gErpiration Date.

(b) EXTENSION IF EXERCISE PREVENTED BY LAW. Notwisitanding the foregoing, if the exercise of an Qptiathin the applicable
time periods set forth in Section 6.7(a) is preedry the provisions of Section 10 below, the Qpsball remain exercisable until three (3)
months after the date the Participant is notifigdi® Company that the Option is exercisable, bhatniy event no later than the Option
Expiration Date.

(c) EXTENSION IF PARTICIPANT SUBJECT TO

SECTION 16(b). Notwithstanding the foregoing, ale within the applicable time periods set fortlSection 6.7(a) of shares acquired upon
the exercise of the Option would subject the Pigdiat to suit under Section 16(b) of the Exchangg the Option shall remain exercisable
until the earliest to occur of (i) the tenth (10tay following the date on which a sale of suchrefidy the Participant would no longer be
subject to such suit, (ii) the one hundred andtretie (190th) day after the Participant's termioatof Service, or (iii) the Option Expiration
Date.
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7. STANDARD FORMS OF AGREEMENTS.

7.1 OPTION AGREEMENT. Unless otherwise providediy Board at the time the Option is granted, anddhall comply with and be
subject to the terms and conditions set forth enftrm of Option Agreement approved by the Boangccorently with its adoption of the Plan
and as amended from time to time.

7.2 AUTHORITY TO VARY TERMS. The Board shall haveetauthority from time to time to vary the termsaofy standard form of
agreement described in this Section 7 either imeotion with the grant or amendment of an individDgtion or in connection with the
authorization of a new standard form or forms; mted, however, that the terms and conditions ofsaargh new, revised or amended standard
form or forms of agreement are not inconsistenh wie terms of the Plan.

8. CHANGE IN CONTROL. In the event of a Change on@ol, any unexercisable or unvested portionsut$tanding Options and any
shares acquired upon the exercise thereof heldalticipants whose Service has not terminated poisuch date shall be immediately
exercisable and vested in full as of the date 1@ days prior to the date of the Change in Confrbé exercise or vesting of any Option and
any shares acquired upon the exercise thereompermissible solely by reason of this Sectiail$fe conditioned upon the consumma

of the Change in Control. In addition, the survgigontinuing, successor, or purchasing corporaiigquarent corporation thereof, as the case
may be (the "ACQUIRING CORPORATION"), may eithesame the Company's rights and obligations undestanding Options or
substitute for outstanding Options substantiallyiealent options for the Acquiring Corporation'sak. Any Options which are neither
assumed or substituted for by the Acquiring Corponain connection with the Change in Control neereised as of the date of the Chang
Control shall terminate and cease to be outstarefiiegtive as of the date of the Change in Coniokwithstanding the foregoing, if the
corporation the stock of which is subject to théstanding Options immediately prior to an OwnerdBiange Event described in Section 2.1
(u)(i) constituting a Change in Control is the suing or continuing corporation and immediatelyesifsuch Ownership Change Event less
than fifty percent (50%) of the total combined watipower of its voting stock is held by anothempaoation or by other corporations that are
members of an affiliated group within the meanifig o

Section 1504(a) of the Code without regard to tleerisions of Section 1504(b) of the Code, the @unding Options shall not terminate unl
the Board otherwise provides in its discretion.

9. TAX WITHHOLDING.

9.1 TAX WITHHOLDING IN GENERAL. The Company shalbkie the right to deduct from any and all paymerdasienunder the Plan, or to
require the Participant, through cash paymentlmeratise, including by means of a Cashless Exedfis@ Option, to make adequate
provision for, the federal, state, local and foreigxes, if any, required by law to be withheldthg Participating Company Group with resj
to an Option or the shares acquired pursuant thefée Company shall have no obligation to delalgares of Stock or to release shares of
Stock from an escrow established pursuant to afo@pigreement until the Participating Company Gredax withholding obligations have
been satisfied by the Participant.
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9.2 WITHHOLDING IN SHARES. The Company shall hahe tight, but not the obligation, to deduct frora #hares of Stock issuable to a
Participant upon the exercise of an Option, orcicept from the Participant the tender of, a nunabevhole shares of Stock having a Fair
Market Value, as determined by the Company, equall tor any part of the tax withholding obligatsaf the Participating Company Group.
The Fair Market Value of any shares of Stock wittte tendered to satisfy any such tax withholddfjgations shall not exceed the amount
determined by the applicable minimum statutory ttlling rates.

10. COMPLIANCE WITH SECURITIES LAW.

The grant of Options and the issuance of shar&amk upon exercise of Options shall be subjecbtapliance with all applicable
requirements of federal, state and foreign law wéspect to such securities. Options may not becesesl if the issuance of shares of Stock
upon exercise would constitute a violation of applecable federal, state or foreign securities lawsther law or regulations or the
requirements of any stock exchange or market sysfgan which the Stock may then be listed. In addjtno Option may be exercised unless
(a) a registration statement under the SecuritidsshAall at the time of exercise of the Optionmeffect with respect to the shares issuable
upon exercise of the Option or (b) in the opinidtegal counsel to the Company, the shares issugddla exercise of the Option may be
issued in accordance with the terms of an applcakémption from the registration requirementsef$ecurities Act. The inability of the
Company to obtain from any regulatory body havingsgiction the authority, if any, deemed by thex@pany's legal counsel to be necessary
to the lawful issuance and sale of any shares hdegishall relieve the Company of any liabilityr@spect of the failure to issue or sell such
shares as to which such requisite authority stwlhave been obtained. As a condition to the egeraf any Option, the Company may
require the Participant to satisfy any qualificaidhat may be necessary or appropriate, to evidemimpliance with any applicable law or
regulation and to make any representation or wrnaith respect thereto as may be requested bZtmpany.

11. TERMINATION OR AMENDMENT OF PLAN.

The Board may terminate or amend the Plan at amy. tHowever, subject to changes in applicable tagiilations or rules that would permit
otherwise, without the approval of the Companysslgtolders, there shall be (a) no increase in theimmum aggregate number of shares of
Stock that may be issued under the Plan (exceppbyation of the provisions of Section 4.2), andn other amendment of the Plan that
would require approval of the Company's stockhaderder any applicable law, regulation or rule.tdioination or amendment of the Plan
shall affect any then outstanding Option unlessesgly provided by the Board. In any event, no teation or amendment of the Plan may
adversely affect any then outstanding Option witlibe consent of the Participant, unless such tetign or amendment is necessary to
comply with any applicable law, regulation or rule.

12. MISCELLANEOUS PROVISIONS.

12.1 REPURCHASE RIGHTS. Shares issued under therRéy be subject to a right of first refusal, onenmre repurchase options, or other
conditions and restrictions as determined by thar@8dn its sole and absolute discretion at the timeeOption is granted. The
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Company shall have the right to assign at any merepurchase right it may have, whether or nolh sight is then exercisable, to one or
more persons as may be selected by the Company tdgaest by the Company, each Participant shatiidr any agreement evidencing
such transfer restrictions prior to the receipsivdires of Stock hereunder and shall promptly pteeghe Company any and all certificates

representing shares of Stock acquired hereundénégplacement on such certificates of approptegends evidencing any such transfer
restrictions.

12.2 PROVISION OF INFORMATION. Each Participant Blie given access to information concerning thenfany equivalent to that
information generally made available to the Compmogmmon stockholders.
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PLAN HISTORY

December 11, 2000 Board adopts Plan, with an initial
reserve of 6, 300,000 shares.

, 2001 Stockholders approve Plan.



PROXY PROXY
QUALCOMM INCORPORATED

PROXY SOLICITED BY THE BOARD OF DIRECTORS
FOR THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON FEBRUARY 27, 2001.

The undersigned hereby appoints Irwin Mark JacAbghony S. Thornley and Steven R. Altman, and exddhem, as attorneys and proxies
of the undersigned, with full power of substitutiém vote all of the shares of stock of QUALCOMMtmporated (the "Company") which the
undersigned may be entitled to vote at the Annuegtihg of Stockholders of the Company to be hel@agley Symphony Hall, 750 B Stre
San Diego, CA 92101, on Tuesday, February 27, 208130 a.m. local time and at any and all adjowmnis or postponements thereof, with
all powers that the undersigned would possess#opelly present, upon and in respect of the falkgwnatters and in accordance with the
following instructions, with discretionary authgrias to any and all other matters that may propeoiye before the meeting.

UNLESS A CONTRARY DIRECTION IS INDICATED, THIS PROXWILL BE VOTED FOR ALL NOMINEES LISTED IN PROPOSA
1 AND FOR PROPOSALS 2, 3, 4 AND 5 AS MORE SPECIFICAX DESCRIBED IN THE PROXY STATEMENT. IF SPECIFIC
INSTRUCTIONS ARE INDICATED, THIS PROXY WILL BE VOTE IN ACCORDANCE THEREWITH.

YOUR VOTE IS IMPORTANT. If you will not be votingybtelephone, you are urged to complete, sign, aatepromptly return the
accompanying proxy in the enclosed envelope.

(Continued and to be signed on reverse side.)

FOLD AND DETACH HERE



QUALCOMM INCORPORATED

PLEASE MARK VOTE IN OVAL IN THE FOLLOWING MANNER USING DARK INK ONLY. /X/

THE BOARD OF DIRECTORS RECOMMENDS THAT THE STOCKHIHRS VOTE FOR EACH OF THE NOMINEES FOR DIRECTOR ANDFOR PROPOSALS 2, 3, 4 AND 5.

1. To elect four Class | directors whether by c umulative For Withhold For All
voting or otherwise, to hold office until th e 2004 All All Except
Annual Meeting of Stockholders. /1 /1 /1

NOMINEES: 01 Irwin Mark Jacobs 03 Neil Kad isha

02 Adelia A. Coffman 04 Richard Sulpizio
2. To approve the Company's 2001 Stock Option P lan. For Against Abstain
11 11 11
3. To approve the Company's 2001 Employee Stock Purchase Plan. For Against Abstain
11 11 11

4. To approve the Company's 2001 Non-Employee D irectors' For Against Abstain
Stock Option Plan. 11 /1 11

5. To ratify the selection of PricewaterhouseCo opers LLP as For Against Abstain
the Company's independent accountants for th e Company's /1 11 11

fiscal year ending September 30, 2001.

Nominee Exception (INSTRUCTION: To withhold authori

If not voting by telephone, please vote, date and p
prepaid if mailed in the United States.

Signature

Signature

Please sign exactly as your name appears hereon. If
sign. Executors, administrators, trustees, guardian
please give full corporate name and have a duly aut
in partnership name by authorized person.

CONTROL NUMBER

CALL *TO
TH

Your telephone vote authorizes the voting of y
card.

You will be asked to enter a Control Number wh
Control Number, but do not make a choice on any pro

OPTION #1: To vote as the Board of Directors
WHEN ASKED, PLEASE CONFIRM YOUR VO

OPTION #2: If you choose to vote on each prop

Proposal 1: To vote FOR ALL nominees, press 1;
To WITHHOLD FOR AN INDIVIDUAL nomi

Proposal 2: To vote FOR, press 1; AGAINST, pre
WHEN ASKED, PLEASE CONFIRM YOUR VO

Proposal 3: To vote FOR, press 1; AGAINST, pre
WHEN ASKED, PLEASE CONFIRM YOUR VO

Proposal 4: To vote FOR, press 1; AGAINST, pre
WHEN ASKED, PLEASE CONFIRM YOUR VO

Proposal 5: To vote FOR, press 1; AGAINST, pre
WHEN ASKED, PLEASE CONFIRM YOUR VO

If you vote by

ty to vote for any nominee(s) write such nominee(s)

romptly return this proxy in the enclosed return en

the stock is registered in the names of two or mor
s and attorneys-in-fact should add their titles. If
horized officer sign, stating title. If signer is a

FOLD AND DETACH HERE

VOTE BY TELEPHONE
LL FREE** ON A TOUCH TONE TELEPHONE
1-888-776-5661
ERE IS NO CHARGE FOR THIS CALL
our shares in the same manner as if you marked, sig
ich is located in the box on the left side of this

posal, your shares will be voted FOR PROPOSALS 1, 2

recommends on ALL proposals: Press 1
TE BY PRESSING 1

osal separately, press 0 and listen to the instruct

to WITHHOLD FOR ALL nominees, press 9.
nee, Press 0 and listen to the instructions.

ss 9; ABSTAIN, press 0
TE BY PRESSING 1

ss 9; ABSTAIN, press 0
TE BY PRESSING 1

ss 9; ABSTAIN, press 0
TE BY PRESSING 1

ss 9; ABSTAIN, press 0
TE BY PRESSING 1

telephone, DO NOT mail back your proxy.
THANK YOU FOR VOTING.

' name(s) above.)

velope which is postage

e persons, each should
signer is a corporation,
partnership, please sign

ned and returned your proxy

form. If you enter your
,3,4AND 5.

ions:

End of Filing
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