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2019 2018 2017 2016 2015
32,027 31,098 31,142 27,156 20,245
(3,508,878)  (3,407,097) (3,411,918) (2,975,212) (2,218,043)
16,387 15,316 13,221 12,735 8,803
(1,795,360)  (1,678,021)  (1,448,493) (1,395,247) (964,457)
15,640 15,782 17,921 14,421 11,442
(1,713,518) (1,729,076) (1,963,425) (1,579,965) (1,253,586)
6,468 7,331 5,383 4,380 4,964
(708,634) (803,184) (589,761) (479,873) (543,856)
6,777 6,636 6,193 4,678 2,592
(742,488) (727,041) (678,506) (512,522) (283,980)
13,245 13,967 11,576 9,058 7,556
(1,451,122)  (1,530,225) (1,268,267) (992,395) (827,836)
2,395 1,815 6,345 5,363 3,886
(262,396) (198,851) (695,158) (587,570) (425,750)
54 229 73 0 3
(5,916) (25,090) ( 7,998) 0 (329)
2,449 2,044 6,272 5,363 3,889
(268,312) (223,941) (687,160) (587,570) (426,079)
255 159 2,515 1,882 168
(27,937) (17,420) (275,543) (206,192)  ( 18,406)
2,194 1,885 3,757 3,481 4,057
(240, 375) (206,521) (411,617) (381,378) (444,485)
- - 1,936 2,627 3,170
©) ©) (212,108) (287,814) (347,305)
2,194 1,885 1,821 854 887
(240,375) (206,521) (199,509) (93,564) (97,180)
0.13 0.11 0.25 0.24 0.30
(14 (12) @7 (26) (33)
0.12 0.10 0.24 0.23 0.28
13 an (26) (25) GhH
17,283,133 16,982,648 7,145,641 3,493,946 3,007,311
17,875,971 17,991,131 8,056,329 4,358,387 3,774,146
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2019 2018 2017 2016 2015
3,417 4,440 4,359 1,608 5,287
(374,367)  (486,446) 477,572)  (176,172)  (579,244)
18,053 376 170 346 88
( 1,977,887) ( 41,194)  ( 18,625) ( 37,908) ( 9,641)
86 341 7,341 719 184
(9,422) (37,360) (804,280 ( 78,774y  (20,159)
14,550 4,405 11,530 543 5,383
( 1,594,098)  (482,612) (1,263,227) (59,490)  (589,762)
2018 2017 2016 2015 12
2019 2018 2017 2016 2015
117 68 31 15 7
(12,819) (7,450) (3,396) (1,643) (767)
502 355 273 102 73
(54,999) (38,894) (29,910) (11,175) (7,998)
796 941 1,144 322 84
(87,209) (103,096) (125,337) (35,279) (9,203)
1,415 1,364 1,448 439 164
(155,027) (149,440) (158,643) (48,097) (17,968)
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2019 2018 2017 2016 2015
11,391 25,941 21,536 10,006 9,463
(1,247,998)  (2,842,096)  (2,359,484) (1,096,257) (1,036,766)
9,475 - - - -
(1,038,081) ©) ) ) ©)
535 611 325 401 170
(58,615) (66,941) (35,607) (43,934) (18,625)
38,546 30,706 26,592 15,552 12,483
(4,223,100)  (3.364,149)  (2,913,420) (1,703,877) (1,367,637)
5,534 1,919 1,491 2,226 3,181
(606,305) (210, 246) (163,354) (243,881) (348,510)
_ _ - 8,79 8,794
©) ©) ©) (963,471) (963,471)
32,380 28,631 24,968 13,236 9,240
(3,547,553)  (3,136,812)  (2,735,494) (1,450,136) (1,012,334)
2012
2012 10
2013 HD HD-SDI
2013 10
2013 12
2014
2014 HD HD-TVI
2015 11 100%
2016
2016 1509001 15014001
2016 AEC-Q100 TP2801  TP2825
2016
2016 100%
2017
2017 JOR
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2018 12 31.1 2019 12 2018 12
21.2 26.3 2019 12 2018 12
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Taiwan Semiconductor Manufacturing Co., Ltd. TSMC Fujitsu Electronics
America, Inc. FEA Advanced
Semiconductor Engineering, Inc. ASE Sigurd Microelectronics Corporation
Sigurd
TSMC FEA
Sigurd ASE TSMC
FEA Sigurd ASE
2014 NHTSA 2018
ODH
ODM
ODM
ODM
ODM
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2019 10 7 BIS Hikvision
BIS EAR
EAR
BIS
EAR

31/143



EDINETOOOO

OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)

oOoOooodn

Hikvision

TSMC FEA ASE Sigurd

HD

32/143



HD

33/143

EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

SoX
SEC

SEC SOX

SOX

SOX

34/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

SOX 404

JOBS

SOX 404

SEC

= SEC

JOBS
SOX 404

35/143



HD

JDR

36/143

EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

JDR



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

61

2017

2017

2017

2017

37/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)

OooooOodd
203
IMF
2020 1 2019 2.9 2009 10
IMF 2020 3.3%
COVID-19
MarketsandMarkets Video Surveillance

Market Global Forecast to 2023 2018
2018 369 2023 683 4,000
13.1

VGA SD
HD
SD HD HD
HD 1P
HD

2018 1 1000 2030 2 3000
Automotive Camera Market Analysis 2018 2018 10
SD
HD
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2019 12 2018 12
(Original Design Manufactures® ODM” )
2018
Topic606 ASC606
ASC606
2019 2018 2018 2017
( c )
32,027 31,098 929 3% 31,098 31,142 44 0%
(3,508,878) (3,407,097) (101,781) (3,407,097) (3,411,918) ( 4,821)
2019 12 0.9
6.1 147
5.1
2018 12 44 24
31%
ISP HD-TVI
2017 12
2018 12 4.8 2018 12 2017 12
15% 10%
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2019 12 2018 12 2017 12
2019 2018 2017
........................... 73% 84% 85%
........................... 13 3 3
........................... 11 9 9
........................... 3 4 3
........................ 0 0 0
.................. 1000 1000 1000
2019 2018 2018 2017
( C )
16,387 15,316 1,071 % 15,316 13,221 2,095 16%
(1,795,360) (1,678,021) (117,339) (1,678,021) (1,448,493) (229,528)
49% 51% 51% 58%
2019 12 1.1 51 49
23 0.4
2018 12 2.1 16 58
51 31
24%
2019 2018 2018 2017
( C )
6,468 7,331 863 126 7,331 5,383 1,948 36%
(708,634)  (803,184) ( 94,550) (803,184)  (589,761) (213,423)
2019 12 0.9 12
1.5 0.3
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0.2 0.1
2018 12 1.9 36
1.1 14% 0.4
0.2
2019 2018 2018 2017
( C )
6,777 6,636 141 20 6,636 6,193 443 1’
(742,488)  (727,041)  (15,448) (727,041)  (678,506)  (48,535)
2019 12 0.1
0.3 0.1
2018 12 0.4
0.3 10
0.3 0.2
«c )
2019 2018 2018 2017
( C )
54 229 175 76% 229 73 302 414%
(5,916) (25,090) ( 19,173) (25,090)  ( 7,998) (33,087)
2019 12 0.2 76
2018 12 0.2 2017 12 0.1
2017 JOR
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“ FDIN”
2019 2018 2018 2017
( «C »
255 159 9% 60% 159 2,515 2,356 94%
(27,937)  (17,420)  (10,518) (17,420)  (275,543) ( 258,123)
2019 12 0.1 60
2018 12 2.4 94
2017 12 34 21
2017 12 40.07% 2018 12 7.74%
2019 12 0.3 16%
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Phitec Electronic (HK)

.. 18,412 57 23,671 76
Inc. Limited

2019 12
16

2019 12
2018 12
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2019 12
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12
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12

12

12

12

12

31

31

31

31

31

31

2018 12 31
2018 12

8.2

0.3

4.4

2018 12 31
14.6

2017 12 31

2018 12 31

1.1

2017 12 31

2018 12 31

2017 12 31

2018 12 31
(Topic 842)

2017 12 31

2018 12 31

2.2

2017 12 31
1.9

1.4

3.9

9.3

0.2

3.6

1.4
(Topic 842)

0.4
0.3

0.5

23

3.7

1.6

3.7
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2019
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2018 12 31 20.9 25.9
12
JOR 2017
1,520,000 JDR1,520,000 650  5.85
8.1 2017 10 228,000
650  5.85
1.2
3.0
2018 2017 12 31
2019 2018 2017
( « »
3,417 4,440 4,359
(374,367) (486,446) (477,572)
18,053 376 170
( 1,977,887) ( 41,194) ( 18,625)
86 341 7,341
(9,422) (37,360) (804,280)
14,550 4,405 11,530
( 1,594,098) (482,612) (1,263,227)
3.4 2.2
3.0
1.8
1.4
1.2
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0.5
0.2

2017 12

3.8

1.8
0.7
0.2
2019 12 18.1
2018 2017 12
0.2

2019 2018 12

0.3
2017 12

JDR
9.3
JDR 2.1
2017
12 2017 12 10
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2.1
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2.4
0.7
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0.1
17.7
0.4
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2019 2018
2019 12 2018
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100
2019 12 31
1 13 3

1,129 593 536 —
(123,693) (64,969) (58,724) —
587 294 293 —
(64,312) (32,211) (32,101) —
1,716 887 829 —
(188,005) (97,180) (90, 825) —
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International Sales Representative Agreement
Phitec
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2019 12 31
75,000,000 17,500,578 57,499,422
5,000,000 - 5,000,000
2019 12 31
51,006
2017 2.36
0.0001
799,328 2019 12 31
503,900
503,900
2019 12 31 2017
6,202,111
2017
SAR
2018 12 31
17,500,578
17,500,578
JDR
JDR 2019 12 31 JDR 5,520,623
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2019 12 31

2015
2015 12 31 777,800 14,715,738 0 8,794 0 993,722

2016
2016 12 31 358,833 15,074,571 0 8,794 0 993,722
2017 15 0 16,594,571 8,793 1 993,601 121
2017 29 1,520,000 | 16,594,571 0 2 17 226 JDR
2017 10 30 228,000 16,822,571 0 2 3 226
2017 11 1 30,000 16,852,571 0 2 0 226

2017
2017 12 31 188,934 17,041,505 0 2 2 226

2018
2018 12 31 234,555 17,276,060 0 2 3 222
2018 12 31 9,704 17,285,764 0 2 0 222

2019
2019 12 31 145,597 17,431,361 0 2 0 219
2019 12 31 69,217 17,500,578 0 2 0 219

2017
2017 29
2017 31
2019 12 31
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2019 12 31
6 4,263,263 24.36
87 2,734,242 15.62
3,503 10,503,073 60.02
3,596 17,500,578 100.00
JDR JDR
JDR
JDR
2019 12 31
1,818,888 10.39
1,788,888 10.22
24777 1,500,000 8.57
1,360,000 7.77
995,296 5.69
987,500 5.64
970,000 5.54
650,000 3.71
101 265,000 1.51
177,000 1.01
10,512,572 60.07
JDR JDR

JDR

JDR

JDR
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SEC

SOX

SEC

162(m)
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(e

Insider Trading and Communication Policy

2016

27
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Document Retention and Destruction
Policy

(a

(b
CEO

(c

(a Officer Vice President

(b Officer
Vice President

(c

Internal Auditor

(a

O

(a CEO Internal Auditor

O®
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J
(a
(b
Code of Anti-Social Force Exclusion
Code of Anti-Social Force Operating Procedures
2019 12 31
(4)
CEO
2012
1959 CEO 1,818,888 (7y
2019 )
CTO
2012 10
CT0
2019 )
45,000
1954 (CFO) 2019 10 ©
1953 11 18 2019 Gy| 1,087,500 (1g)
[ENIATRNED)
W@E) 1956 13 2019 ®) 132,500 (11)
1957 28 2019 ) 12)
[ENIATRNED)
() 1965 11 2019 ) 14,375 (13)
¢! 162(m)

59/143



2010

Q@
G
(4
G
(6
@

€

©
(10

a1

12

13

CEO

2019 31
2020
1,360,000 970,000
2020
80,000
987,500 100,000
23,646
7,500
37,500 95,000
7,500
30,000
10,625
8,125
5,625
2012

Techwell, Inc.

Intersil Corporation
1994 1996

1996 Adaptec, Inc.

2012
2010
1998 2010

SMOS Systems, Inc.
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57,600

1,167

4,500

2020

Sigmax Technologies, Inc.

RICOH USA

1991
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50,400

41,061
5,000

19,688

2012
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Aquantia Corporation 2016
Marvell Technology Group Ltd. 2019
2012 2016
Montage Technology Group, Ltd. 2010 2011 InvenSense, Inc. 2005
2010 Techwell, Inc. 2002 2005 MoSys, Inc.
2014 2016
2012 2005
1995 2001
Tvia,
Inc. 2005 1989 1994
OPTi Inc.
2012 11 2007 2020

DENSO International America, Inc.

2016 2012
A10 A10 Networks, Inc.
2012 1993 2012
2004 2010
2016 1999
2015
1996 1999
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2020
162(m)
Internal Auditor
CEO
CEO
BDO USA, LLP
BDO USA,

LLP

382 409

(42 ) - (45 ) -

382 409

(42 ) - (45 ) -
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2019
2019
1

2019 128,750 - 128,750

2019 128,750 - 0 128,750

2019 175,000 - 631,260 1) 806,260
@ FASB 718 ASC 718
(2 2019 11 8 80,000 80,000

7.89075 16,000
4,000
2019 12 31
2019 12 31
O]
6/27/17 14,400 93,600 $2.93 6/27/27
6/27/17 11,733 76,267 $2.93 6/27/27
- - $
¢
2019 12 31
16,000
11/8/19 80,000
4,000
22,500 30,000
10
2017 7,500
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2019

2019

2019

2019

2017

2017

31

31

31

31

2018

422

2020

2020

2027

7,500

7,500
7,500
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7,500 2020
7,500
2020
10,625
10,625
5,625
5,625
2017 10
SAR
2,500,000
10,000,000
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10 1S0

2019 12 31
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2017 12 31 2018 12 31 2019 12
31 SEC Form 10-K
38 59
131
40 321 35
32 12 193

SEC

134 2019 12 30
109.56
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2019 12 31 2018 12 31
11,301 1,247,998 25,941 2,842,096
9,475 1,038,081 - -
107 11,723 236 25,856
6,048 662,619 2,207 241,799
875 95,865 936 102,548
27,896 3,056,286 29,320 3,212,299
535 58,615 611 66,941
677 74,172 560 61,354
1,058 115,914 _ _
8,380 918,113 215 23,555
38,546 4,223,100 30,706 3,364,149
1,535 168,174 1,063 116,462
2,012 220,435 718 78,665
67 7,341 136 14,900
1,371 150,207 2 219
549 60,148 - -
5,534 606,305 1,919 210,246
632 69,242 156 17,001
6,166 675,547 2,075 227,337
0.0001 0.01
2019 12 31 2018 12 31
75,000,000 75,000,000
2019 12 31 2018 12 31

17,449,572 17,130,507 2 219 2 219
20,928 2,292,872 19,358 2,120,862
15 1,644 - -
11,465 1,256,106 9,271 1,015,731
32,380 3,547,553 28,631 3,136,812
38,546 4,223,100 30,706 3,364,149
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2019 2018 2017
32,027 3,508,878 31,098 3,407,097 31,142 3,411,918
16,387 1,795,360 15,316 1,678,021 13,221 1,448,493
15,640 1,713,518 15,782 1,729,076 17,921 1,963,425
6,468 708,634 7,331 803,184 5,383 589,761
6,777 742,488 6,636 727,041 6,193 678,506
13,245 1,451,122 13,967 1,530,225 11,576 1,268,267
2,395 262,396 1,815 198,851 6,345 695,158
54 5,916 229 25,090 73 7,998
2,449 268,312 2,044 223,941 6,272 687,160
255 27,937 159 17,420 2,515 275,543
2,194 240,375 1,885 206,521 3,757 411,617
_ _ _ _ 1,936 212,108
2,194 240,375 1,885 206,521 1,821 199,509
0.13 14 0.11 12 0.25 27
0.12 13 0.10 1 0.24 26
17,283,133 16,982,648 7,145,641
17,875,971 17,991,131 8,056,329
2,194 240,375 1,885 206,521 3,757 411,617
15 1,644 - - - _
2,179 238,731 1,885 206,521 3,757 411,617
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(
)
2016 12 31 10,742,500 8,794 3,725,238 - 813 - 3,629 13,236
(963,471) o) (89,072) C)  (397,593) (1,450,136)
JOR 10,742,500 8,794 10,742,500 2 8,792 — — —
( 963,471) (219) (963,252) (5] ) o)
JOR — — 1,520,000 — 5,157 — — 5,157
©) €) (565,001 © €) (565,001
— — 228,000 — 1,200 — — 1,200
©) €) (131,472 ©) €) (131,472
— — 506,433 — 170 — — 170
€) €)  (18,625) ©) €) (18,625
- — 30,000 — — — _ _
©) ©) ©) ©) ©) ©)
— — — — 1,448 — — 1,448
©) €)  (158,643) © €)  (158,643)
_ _ - — — — 3,757 3,757
©) ©) ©) €) _ (411,617) _ (411,617)
2017 12 31 — — 16,752,171 2 17,580 — 7,386 24,968
) (219) (1,926,065) C)  (809,210) (2,735,494)
— — 368,632 — 423 — — 423
©) €)  (46,343) ©) €)  (46,343)
- — 10,500 — — — _ _
©) ©) ©) ©) ©) ©)
_ — 796 — 9 — — 9
©) € (%6 © € ( 9%6)
- - - - 1,364 - - 1,364
©) €)  (149,440) © €)  (149,440)
_ — — — — — 1,885 1,885
©) ©) ©) €) __ (206,521) _ (206,521)
2018 12 31 — — 17,130,507 2 19,358 - 9,271 28,631
o) (219) (2,120,862) ) (1,015,731) (3,136,812)
- _ _ — — — 15 — 15
©) ©) €) ( 1,644) € ( 1,648)
— — 249,848 — 243 — — 243
©) €)  (26,624) © €)  (26,624)
- — 82,600 - — — _ _
©) © ©) © ©) ©)
_ — 13,383 — 88 — — 88
©) € ( 9.641) © €)  ( 9.641)
_ _ — — 1,415 — — 1,415
©) €)  (155,027) ©) €)  (155,027)
_ — — — — — 2,194 2,194
©) ) ©) «) (240,375) (240,375)
2019 12 31 — — 17,449,572 2 20,928 15 11,465 32,380
) (219) (2,292,872) ( 1,644) (1,256,106) (3,547,553)
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2019 2018 2017
2,194 240,375 1,885 206,521 3,757 411,617
331 36,264 244 26,732 207 22,678
1,415 155,027 1,364 149,439 1,448 158,643
- - 57 6,244 9 986
710 77,788 301 32,977 410 44,920
117 12,819 92 10,080 370 40,537
643 70,447 - - - -
129 14,134 143 15,667 14 1,534
4,551 498,608 339 37,141 674 73,843
128 14,024 42 4,602 705 77,240
11 1,205 56 6,135 18 1,972
621 68,037 151 16,544 85 9,313
1,231 134,868 145 15,886 180 19,721
1,369 149,988 4 438 739 80,965
350 38,346 - - - -
325 35,607 23 2,520 43 4,711
3,417 374,367 4,440 486,446 4,359 477,572
316 34,621 376 41,194 170 18,625
17,737 1,943,266 - - - —
18,053 1,977,887 376 41,194 170 18,625
174 19,063 407 44,591 98 10,737
88 9,641 9 986 - -
- - 57 6,245 2,096 229,638
- - - - 9,339 1,023,181
86 9,422 341 37,360 7,341 804,280
14,550 1,594,098 4,405 482,612 11,530 1,263,227

25,941 2,842,096 21,536 2,359,484 10,006 1,096,257

11,391 1,247,998 25,941 2,842,096 21,536 2,359,484

35 3,835 44 4,821 2,585 283,213
89 9,751 173 18,954 21 2,301
67 7,341 74 8,107 99 10,846

- - - - 8,792 963,252
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2017 29
JDR
2017 10 25
5.85

GAAP

2015 11

JDR
1,520,000
8.1

228,000

2016 4

650 5.85
JDR

GAAP
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2012

JDR
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1,520,000

0.1
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2017

0.7
3.0 JDR

JDR 650
1.2

us



2018 12

0.7

0.3
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12 31 12
2019 2018 2017
57% 76% 74%
50% 62% 5%

50

2019 12
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360 ASC360

401k
401k

74/143



2018

ASC606

Topic606

2018
2018

ASC606

2018-07

740-10

(0DM)
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2018

FBO (free on board)

2018

ASC740-10

2018
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740-10

740-10

50%

740-10
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Topic606

2017 12 16

842

2018
842

0.2

2016

2022 12 16

2018

2018-13
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718

2018
Topic606 2018
2014
2018
2018
2018
2016
2016-02
2018-11
2016-02
12
0.8
2019
2019
2016-13
SEC SEC
2018-13
2019 12 16
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2018-07 —
2018 12 16
2018
2014-09
2014-09
2018
2016-02 Topic
2018 12 16
Topic
0.9
Topic326
Topic820
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2019 12 2019-12 Topic740
2019-12 2020 12
16
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2019 12 31 2018 12 31
$2,529 $961
3,519 1,246
$6,048 $2,207
2019 12 31 2018 12 31
$1,405 $1,173
89 84
30 30
1,524 1,287
989 676
$535 $611
2019 2018 2017 12 0.3 0.2 0.2
2019 12 31 2018 12 31
$920 $134
780 398
194 73
72 28
31 48
15 37
$2,012 $718
2019 12 31
2019 30 2018 12 31 1.4 3.4
2019 12 31 2019 30 3.4
2019 12 31 12 2018 12 31
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2019 12 31
$2,027 $- $- $2,027
6,965 - 3 6,962
12,943 1 13 12,931
$21,935 $1 $ 16 $21,920
$4,275
9,475
8,170
21,920

2018 12 31
$6,974 $- $- $6,974
$6,974

2019 12 31
$13,757 $13,750
8,178 8,170
$21,935 $21,920

2019 12 31 15
12 18.9 16
2019 12 31
50
2019 12 31
2019 2018 12
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2019 12 31
$2,027 $- $- $2,027
- 6,962 - 6,962
- 12,931 - 12,931
$2,027 $19,893 $- $21,920
2018 12 31
$6,974 $- $- $6,974
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2019 2018 2017
$23,533 $26,175 $26,453
4,061 897 821
3,414 2,685 2,857
908 1,310 941
111 31 70
32,027 31,098 31,142
2019 2018 2017
$21,178 $26,325 $28,143
10,849 4,773 2,999
$32,027 $31,098 $31,142
2019 12 31 2018 12 31
$409 $399
54 104
49 102
19 2
4 4
$535 $611
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2019 12 31
)

0.6 0.5

(Topic 842)

2019 12

2018 12 31

2019 12
2020 12
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2022 12

2019 12 31

$1,058

$549
518

$1,067

2019 2018

Topic 842

2017 12 0.7
2019 12 24

2019
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$997
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2019 12 31
2019 12 31
2020 12 $593
2021 12 471
2022 12 65
$1,129
62
$1,067
2019 12 31 2022
2020 2021 2022 12 31 0.3
0.2 49
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2019 12 31
2019 12 31
2019 12 31
12 31
2018 12 31
12 31
2017

2018 12 31
2018 12 31

0.0001
17,449,572
51,006

0.0001
17,130,507
155,257
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0.0001

75,000,000

75,000,000
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5,000,000
2019
2018
2019 12 31
1,354,234
4,847,877
6,202,111




2012 2012

2012 2017
2012

2017 2017

2017
2012

2017

2018 12 31

€))
2019 12 31

a

2018
46

5,584 6,834

51,006 155,257

27,333
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2012
10
110 2012
10
2017
2012
2017 2017
JDR 2017
2012
2017 2017
2012
2017 2018 2027
2019 2017
691,431 2017 422
SAR
4,434,310
691,431
358,750
80,886
4,847,877
2019 12
2017 12 0.1
46,667 2019 2018 2017 12
45,666 2019 2018 12 31
0.1 0.1
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2018 12 31 1,139,935 $2.01 7.6 $3,428
@ 249,848 $0.97
0 39,753 $2.30
2019 12 31 850,334 $2.30 6.8 $3,587
2019 12 31
850,334 $2.30 6.8 $3,587
2019 12 31
472,134 $2.16 6.7 $2,057
a
Q@
2019 12 31
$0.16 32,850 4.1 $0.16 32,850 $0.16
$0.37 77,254 5.5 $0.37 49,998 $0.37
$0.97 107,501 6.2 $0.97 61,149 $0.97
$2.51 151,111 6.7 $2.51 85,743 $2.51
$2.89 46,000 7.2 $2.89 22,000 $2.89
$2.93 324,918 7.4 $2.93 169,279 $2.93
$3.18 110,700 7.6 $3.18 51,115 $3.18
850,334 6.8 $2.30 472,134 $2.16
2019 2018 2017 12 0.9 2.9
1.8
10
2018 12 31 255,500 $11.53
358,750 $7.27
69,217 $12.69
41,133 $9.80
2019 12 31 503,900 $8.48
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JDR

@iv)

—JDR
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OooooOodd
2019 2018 2017
$117 $68 $31
502 355 273
796 941 1,144
$1,415 $1,364 $1,448
4.7 3.7
O)
D) (i)
(W)
JOR
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2019 12
12

11.09

3.71

2019 12

2018 12

2017 12

2018 12

JDR
2018-07

7.34
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2017
6.28
2.01 %

53 %

$5.14

2019 12 2018
7.27

2017

10.00
2.3 %
53 %

$14.40

2017 12

2018 2018
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10,742,500 2017 12 31
2019 2018 2017

$2,194 $1,885 $3,757

— - 1,936

2,194 1,885 1,821

$2,194 $1,885 3,757

— - 1,823

2,194 1,885 1,934

17,283,133 16,982,648 7,145,641

592,838 1,008,483 910,688

17,875,971 17,991,131 8,056,329

$0.13 $0.11 $0.25

$0.12 $0.10 $0.24
382,000 2019 12 31 155,000 2018 12 31 7,000 (2017 12 31

)
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2019 2018 2017
$2,226 $1,866 $6,141
223 178 131
$2,449 $2,044 $6,272
2019 2018 2017
$315 $36 $2,089
56 30 55
1 1 1
372 67 2,145
117 92 370
$255 $159 $2,515
2019 2018 2017
21.00% 21.00% 34.00%
0.03 0.03 0.01
9.81 7.73 2.27
6.14 5.26 0.54
“ FDII” 11.18 3.26 -
1.23 0.44 0.89
3.03 3.40 1.78
— - 5.12
10. 44y, 7. 74y 40.07y
2019 2018
$85 $85
452 381
387 244
264 293
122 118
1,310 1,121
95 98
95 98
538 463
$677 $560
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2017 12 22

21%

SEC

2018 12

2017 12

21

2018 12 31
42 41

2019 12 31
2032
0.7

IRC

2019 12 31
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ooooooo
Tax Cuts and Jobs Act “ "
2018
740
2018 2017 12
118 “ SAB 118 ” SAB 118
1
2018 SAB 118
2017 12
0.7
1.2
2019 12 31
2019 12 31 0.3
0.2
0.1
2019 2018

$293 $233

64 60

62 -

$295 $293

2019 12 31 2018 12 31 2,900 7,800
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2016 2019
11
2019 12 31
GAAP

2019 12
$10,218 $9,613 $7,175 $5,021
5,525 4,874 3,402 2,586
4,693 4,739 3,773 2,435
1,706 1,686 1,600 1,476
1,838 1,442 1,828 1,669
3,544 3,128 3,428 3,145
1,149 1,611 345 710
13 2 52 13
1,162 1,613 397 723
142 156 62 105
( $1,020 $1,457 $335 618
$0.07 $0.08 $0.02 $ 0.04
$0.06 $0.08 $0.02 $ 0.04

2018 12
$8,908 $8,667 $6,470 $7,053
$4,803 $4,220 $3,008 $3,285
4,105 4,447 3,462 3,768
1,838 1,704 1,578 2,211
1,544 1,899 1,572 1,621
3,382 3,603 3,150 3,832
723 844 312 64
99 94 165 389
822 750 147 325
175 186 54 148
$647 $564 $201 $473
$0.04 $0.03 $0.01 $0.03
$0.03 $0.03 $0.01 $0.03
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Techpoint, Inc.
Consolidated Balance Sheets
(i thousands, except share and per share amounts)
Deceniber 31, Deceimler 31,
21 2%
Assels
Current assets:
Cash and cash equivalents b 11391 3 25041
Short-term myestments 9475 —
Accounts receivable 107 236
Inventory 6,048 2,207
Prepaid expenses and other current assets 875 936
Total current assets 27,896 20320
Froperty and equipment - net 535 611
Dheferred tac assets a77 560
Lease assets 1,058 —
Other assets B R0 215
Total assets b 38546 3% 30,706
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable 5 1,535 % 1,063
Accrued liabilities 2012 718
Liability related 1o early exercised stock options 67 136
Customer deposits 1.371 2
Lease lialities 549
Total current habilities 5534 1,919
Other liabilities 632 156
Total liabilities 6, 166 2075
Commitments and contingencies (Note 5)
Stockholders” equity
Common stock, par value 3000001 per share - 75,000,000 shares authonzed as of
December 31, 20019 and 2018; 17,449,572 and 17,130,507 shares 1ssued and
cutsianding as of December 31, 2019 and 2018, respectively 2 2
Additional paid-in-capital 20,998 19,358
Accumulated cther comprehensive loss (15} —
Retained eamnings 11,465 9271
Total stockhelders” equity 32,380 28.631
Tedal liabilities and stockholders” equity b 38,546 % 30,706

See accompanying notes 1o consolidated financial statements.
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Techpoint, Inc.
Consolidated Statements of Operations and Com prehensive Income
(i thousands, except share and per share amounts)

Year Ended
Diecember 3,
{11 s 27

Revenue 13 32027 3 31008 3 31,142
Cost of revenue 16,337 153,316 13,221
Giross profit 15,640 15,782 17,921
Cperating expenses

Research and development 6,468 7.331 5,383

Selling, general and administrative 6,777 6,636 6,193

Total operating expenses 13,245 13,967 11,576

Imcome from operalions 2,395 1,815 &,345
Orther income (expenss) 54 229 (73}
Imcome before income taxes 2449 2044 6,272
Provision for income taxes 255 155 2515
Met income & 2104 % 1,885 3 3757
Wet income allocable to preferred stockhobders 5 — 5 — 3 1,936
Met income allocable 1o common stockholders ] 2194 % 1885 % 1,821
Met income per share allocable to common stockholders:

Basic & 13 3 a1l 8 .25

Diluted £ 0l 3 010 % 024
Weighted-aversge shares outstanding in computing net
income per share allocable to common stockholders

Basic 17,283,133 16,082 64% 7,145,641

Dhluted 17,875,971 17,901,131 8,056,320
Comprehensive income:
Met ingome % 2194 % 1,885 % 3,757
Other comprehensive loss, met of tax:

Unrealized loss on available-for-sale debt securities i (5
Comprehensive income & e . ]85 % 3,757

See accom panying notes 1o consolidated inancial statements.
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Techpoint, Inc.
Consolidated Statements of Stockholders’ Equity
(i thousands, except share ain dunts)

Corvariible Preferred

Siok Commmaom Stack
Accumulaisd
Addiddsnal Chilr Hetalned Todal
Fald Im  Comprehemive Earning  Sockholders’
Share  Amini Shares Ameuni Caphial Lass ¥ Eyuity

Balasies & of Deverber 31, 3016 10,742,500 3 8784 nsne § 9— % B3 % — $3620 5% 1384

Corverson of convarable prelomed stock o

commimen stock upon IPO CLOTAZ 5000 (RTHE) 10,742,504 2 8792 -

lesmni g of commeon sbock upon [P0 ool of

s e costs = - 1,520,000 = 3187 = = 5157

Iy e of commen stack upon exorcise ol

aover-allolment oplion, nel of issuance costs — . 228, (Hy . 1,206 - N 1550

Issuamce of common stock upon coorcise off

stock options and vesting, of carly exercised

options - = 00,453 = 170 - B 1m0

Issuance of common stock upon vesting of

HSUs . 50,008 . . . .

Siockbased compersation - = = = 1,448 = = 1.8

et Income — - - . . - 58 3.7y
Balmeces w of Devember 31, 2017 — 5 = 1&78a7 3 T 51758 § — 5 7386 § 498

Tssumnce of common stock upon eoecise of

stisck cptions snd vesting of enrly evercised

optkuE — = 358,632 ] 413 = E 411

Iesuamne s of commen stock upon vesting ol

R3lis — = 1 S0 = = = = =

Sl mepaarc d For s withhaldsmggs on

viesting of RSUs - . (794) - (%) - - 2

Stk b ased compersaion — = = = 1,364 = = 1354

et income — = = - - = 1 B8RS (K]
Balanies & of December 31, 2018 — 3 — 171837 3 2 51938 § — 82 3 mg

CHher comprohamsive loss - uercalired loss on

availabde-for-sale debt securities — - . - . 15y - {15

Issuance of common stock upon comrcise of

stock oplions and vesting of early exercised

options — = 249,848 = 243 = = 243

Issuance of commen stock upon vesting of

H5Us . 52, 6y . E . . .

Lhares reparchased for tax withholdings on

vesting of RSUs - . (15,383) - (5 - - (58)

Stock-based compersation - . . 1,414 . . (L]

et income - = - = = = 219 214
Balances & of Decernber 31, 2019 — 3 — 174403572 % P Hm 3 (15) £11468 § A0

See accompanying notes to consolidated financial statements
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Techpoint, Inc.
Caonsolidated Statements of Cash Flows
(in thousands)y
Vear Endeid
December 31,
_hms  wms et
Cash Flows From Operating Activilies
et income 5 2194 5 1,885 3§ 3757
Adjustments to reconcile net mcome 1o net cash provided by
operating activities:
Depreciation and amortization 33 244 207
Stock-based compensation 1,415 1,364 1,448
Write-off of deferred costs and long hived assets — 57 9
Provision [or excess inventones T 301 410
Deferred income taxes {117) 52 370
Moncash lease expense 643 — —
Changes in operating assels and habilities:
Accounts receivable 129 (143) (14}
Tnventory {4,551} 330 (674)
Prepaid expenses and other current assets 128 42 (705}
Other assets (11} (56) (18]
Accounts payable 521 151 85
Acerued expenses 1,231 145 180
Customer depogits 1,369 {4) (739)
Lease liabilities (3507
Other liabilities (325) 3 43
Met cash provided by operating activilies 3417 4,440 4,359
Cash Flows From Investing Activities
Purchase of property and equipment (316} (376 (170
Purchase of debt securities (17.737) = -
et cash used in investing activities (18,053} (3T6) (170
Cash Flows From Financing Activities
Met proceeds from exercise of stock options 174 407 98
Payment for shares withheld for tax withholdings on vesting of
RSUs (88) (9) =
Pavments of deferred costs (57} (2,096
Proceeds from initial public offering. net of underwriter
COMMISSI0nSs — — 9,339
Met cash provided by financing activities 86 34 7.341
Met increase (decrease) in cash and cash equivalents (14,550 4,405 11,530
Cash and cash equivalents at hegmning of period 25,941 21,536 10,005
Cash and cash equivalents at end of period 5 11391 3 2504] 5§ 21,536
Supple mental Disclosure of Cash Flow Information
Cash paid for income taxes 5 35 3 4 5 2,585
Supplemental Disclosure of Noncash Investing and Financing
Information
Property and equipment purchased but not yet paid 5 0 3 173 5 i |
Vesting of early exercised options 5 67 8 48 0
Conversion of preferred stock 1o common stock upon inibial pubhc
offering 3 — 5 — 3 8,792

See accom panying notes 1o consolidated financial statements,
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Techpoint, Inc.
Netes to Consolidated Financial Statements

L. Organization and Summary of Significant Accounting Policies
Chrganiziation

Techpomt, Inc. and its whollv-owned subsidianes (the “Company™) was onginally incorporated in Califorma m Apnl
2012 and reincorporated in Delaware in July 2017, The Company is a fabless semiconductor company that desipns, markets
and sells mixed-signal integrated circuits for multiple video applications in the secunity surveillance and avtomotive
markets. The Company 15 headgquartered in San Jose, Califomia.

Initial Public Offering

On Seplember 2%, 2017, the Company completed ats mitial public offering (“TPO™) of Japanese depositary shares
(=JD5"). In conmection with the TP, the Company sold 1,520,000 JDSs, represented by 1,530,000 shares of our common
stock at a price to the public of 35 85 per share and received net proceesds of $3.1 million, after dedecting underwriting
discounts and commissions of $0.7 millien, Additicnally, offering costs incurred by the Company totaled $3.0 million. Prios
to the clozing of the Company s [P, all outstanding shares of its prefermed stock converted to common stock on & one-to-
one basis.

On October 25, 2017, the managing underwriter of our IPO elected to purchase an additional 228 000 shares of JDSs,
represented by 228,000 shares of common siock, pursuant to the underwriters” over-allotment option. We subsequently
cormpleted the sale at the TPO price of 35,85 per share and received net proceeds of $1.2 million, after deducting
underwriting discounts and commissions of 3001 million.

Basix of Consolidation and Significant Accounting Policiex

The accompanying consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiaries, and have been prepared in conformaty with generally accepted sccounting principles in the United States
(“GAAP") and applicable rules and regulations of the Securities and Exchange Commission (“SEC™). All imercom pany
balances and transactions have been ehminated. The functional currency of each of the Company s subsidiaries is the U5
dollar. Foreign currency gains or losses are recorded as other income {expense) in the Consolidated Statements of

Operations.

Use of Maragement's Estimates

The preparation of consolidated financial gatements m conformity with GAAP reguires management to make
estimates, judaments and assumplions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and habalities at the date of the linancial satements and reported amounts of revenue and expenses during the
reporting period, Significant estimates included in the consolidated financial statements melude inventory valuation,
valuation allowance for recorded deferred 1ax assets, and stock-based compensation. These estimates are based upon
information available as of the date of the consolidated financial statements. Actual results could differ materally from
those estimates.

Concentration of Customer and Credis Risk

Financial mstruments that potentially subject the Company 1o concentrations of credit nsk consist principally of cash
and cash equivalents, investments, and trade receivables. Risks associated with cash and cash equivalents, and investments
are mitigated by banking with, and investing in. creditworthy institutions. The Company generally requires advance
pavments from customers. The Company also performs credit evaluations of its customers and provides credit 1o cerain
customers in the normal course of business. The Company has not incurred bad debt write-offs durmg any of the periods.
presented.

For each sigruficant customer, or distnbutor, and sigmficant end-customer, revenue as a percentage of total revenue s
as follows:

Year Ended
December 31,
2y 2018 1] el
Customer
Customer A 5T% To%e 4%
End-Customer
End-Customer A (1) 501% G2% 9%
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(1) Sales to End-Customer A primanly occurred through Customer A

Concentration of Supplier Risk

The Compary is 4 fabless producer of semwonductors and s dependent on four subcontractors for substantially all of
its production requirements. The failure of either subcontractor to fulfill the production requirements of the Company ona
timely basis would adversely impact fubure results. Although there are other subcontractors that are capable of providing
similar services, an unexpected change in either subcontractor would cause delays in the Company”s products and
potentially result in & significant boss of revenue.

Cash and Cash Eguivalenis

The Company considers all highly liquid financial instruments purchased with an original maturity of three menaths or
less at the date of purchase to be cash equivalents, Cash and cash equivalents consist of cash on deposit with banks, money
markel funds and commercial papers, the fair value of which approximates cost.

Financial Instruments

Financial mstruments held by the Company consist primanly of corporate bonds, commercial paper and money
market funds. The Company classified the securities with remaining maturities of twelve months or less as short-term
investments, and remaining maturities of over twelve months as long=term investments, The Company”s financial
instruments are classified as available-for-sale, and the long-term investments are inchaded in other assets. Unrealized gains
and losses on securities, net of tax, are recorded in sceumulated cther comprehensive loss and reported as a component of
stockholders” equity. Interest is incheded i other income (expense) on the consolidated statements of operations and
comprehensive income,

The Company evaluates the mvestments periodically for possible ather-than-temporary impaimment and reviews
factors such as the length of time and extent to which fair value kas been below cost basis, the financial condition of the
1ssuer, the Company s intent to hold and whether the Company will mot be required to sell the security before its anticipated
recovery, on g more-likelv-than-not basis. [1 the declines in the far value of the investments are determined to be other-
than-temporary, the Company reports the credit loss portion of such decline in other income, net and the remaining,
noncredit loss portion in accumulated cdher comprehensive loss,

Fair Value of Financial Instruments

The Compary estimates centain financial assets and liabilities at Fair valie based on available market information and
valuation methedelogies considered 1o be appropriste. However, considerable judgment is required in interpreting market
data to develop the estimate of fair value. The use of different market assumptions and/or estimation methodologies could
have a material effect on estimated far value amounts. See Note 3 “Fair Value Measurements of Financial Instruments”™ of
these Notes to Consolidated Financial Statements for a further discussion on fair value of financial instruments.

Inventories

Inventories are stated at the lower of cost or net realizable value. Cost 1s computed usimg the standard cost, which
approsimates actual cost determined on a first-mn, first-out basis. [nventories include work in process and finished good
parts that may be specialized in nature and subject to rapid obsolescence. Because of the cyclical nature of the market,
inventory levels, obsolescence of technology, and product life eveles, the Company generally writes down inventories o net
realizable value based on forecasted product demand. Inventory write downs for excess quantity and technological
ohsolescence are charged to cost of sales when evidence indicates clearly that a loss has been sustained. The amount written
down for the years ended December 31, 2019 and 2018 was 30.7 mallion and $0.3 million, respectively.

Property and Equiprent

Property and equipment, are stated &t cost less accumulated depreciation, and are depreciated using the straght-line
method over the estimated useful lives of the assets. The estimated useful lives range from two to three years for computer
equipment and software, funiture and leasehold improvements,

The Company evaluates the recoverability of property, plant and equipment in accordance with ASC Mo, 360,
Aceounimg for the Property, Plans, and Equipment. “ASC 3607, The Company perfoms periodic reviews (o determine
whether facts and circumstances exist that would indicate that the carmyving amounts of property and egquipment exceeds
their fair values. If facts and cireumstances indicate that the carryving amount of property and equipment might not be fully
recoverable, projected undiscounted net cash Nows associated with the related asset or group of assets over ther estimated
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remaining useful lives are compared against their respective carmy ing amounts, In the event that the projected undiscounted
cash flows are not sufficient to recover the camying value of the assets, the &ssets are written down to their estimated fair
values based on their expected discounted future cash flows attributable 1o these assets

Froduet Warranty

The Company generally warrants its products for one year from the date of shipment against defects. The Company
acerues for anticipated warranty costs upon shipment based on the number of shipped units, historical analysis of the
volume of product retumed under the warranty program, management’s judgment regarding anticipated rates of warranty
claims and associated repair costs.

Employee Benefit Plan

The Company sponsors a 401(k) tax-deferred savings plan for all employees in the United States who meet certain
eligihility requirements. Participants may contribute up to the amount allowable as a deduction for federal mcome tax
purpases. The 401(k) Flan provides for a discretionary employer-matching contribution. The Company has not made any
matching contributions to the 401(k) Flan to date,

Reverrue Recognifion

The Company prncipally sells s products to distributors who, in turn, sell to ODMs, contract manufacturers and
design houses. Prior to January 1, 2018, revenue from the sale of the Company’s products was recognized when all of the
following criteria were met: (1) persuasive evidence of an arrangement exists; (2) the product has been delivered; (3) the
price s fined of determinable, and (4) collection is reasonably assured,

The Company adopted ASC Topic 606, or ASC 606, Revenne from Contracts with Custonrers on January 1, 2018
under the modified retrospective approach as applied to customer contracts that were not completed as of January 1, 20138,
Financial information for reperting pertods beginning after January 1, 2018 are reported under the new standard, while
comparative financial nformation has not been adjusted and continues o be reported in accordance with the previus
standard. There was no cumulative impact to adopting the new standard on the Company”s consolidated financial
statements. Under ASC 606, the Company satisfies its performance obligations and recopnize revenue upon shipment, at
which time control of cur products 15 transferred to its customers, The Company applies the following fve-step model for
recognizing revenue from contracts with customers: (1) identify the contract with a customer; (2) identify the performance
obligations in the contract; (3) determine the transaction price; (4) allocate the transaction price 1o the performance
obligations i the contract; ard {3) recognize revenue when the performance obligation is satisfied.

Product revenues consist of sales of mixed-signal infegrated cirewits info the secunty surveillance and autom otive
markets, The Company generally requires advance pavments from customers and records these advance payments, or
contract liabilities, as Customer deposits on our Consolidated Balance Sheet, Since the Company’s performance obligations
relate 1o contracts with a dusation of less than ane year, the Company has elected to apply the opticnal exem plion practical
expedient provided 1n ASC 606 and is therelore not required 1o disclase the aggregate amount of the transaction price
allocated to performance obligations that are unsatisfied or partially unsatisfied at the end of the reporting period. The
Company provides product assurance warranty only and does not offer warranties to be purchased separately, The Company
does not offer vaniable consideration or other significant payment terms and allocates the transaction price to each distinct
product based on a relative standalone selling price. Revenwe i recognized when conirol of the product is transferred 1o our
customers, upen shipment, at which time the performance obligation is satisfied. The Company’'s shupping terms are
primarily FOB {free on board) shipping point, whereby legal title, nsks and rewards of ownership, and physical possession
are transferred to the customer upon shipment. Substantially all of the Company”s customers pay in advance of shipment,
and no stock rotation, price protection or return rights are offered

Research and Developrient Costs

Research and development costs are expensed as incurred. Such costs consst prmanly of expenditures for labor,
benefits and mask sets, design, prototype and software expense.

Stock-Fased Compensation

The Compary measures the cost of emplovee services received in exchange for equity incentive awards, including
stock options and restricted stock unit awards, based on the grant date fair value of the award, The fair value of a stock
option award iz estimated using the Black-Scholes eption pricing mode] which requires us 1o estimate certain key
assumplions ingluding. stock price, future stock price volatility, expected werm of the options, nsk free rates, and dividend
yields The fair value of a restricted stock unit i= determined based on the fair value of our common stock on the date of
grant. The Company adjusts compensation expense for forfeiture of equity incentive awards as they occur. The resulting
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cost i recognized over the period that the employee is required to provide services for the award, which is usually the
vesting peniod. The Company recognizes compensation expense over the vesting period using the straight-line method and
classifies these amounts based on the department 1o which the related emploves is assigned. See Naote 8 “Stock-Based
Compensation™ for a desenption of the Company s stock-based employee compensation plans and the assumplions the
Company uses to calculate the far value of stock-based employee compensation.

Stock-based awards ssued to non-emplovees are recognized as expense over the regquiste serviee period at therr then
current fair value. The Company determmes the fair value of its stock-based awarnds issued to non-emplovees utilizing the
Elack-Scholes option pricing model. Stock-based compensation expenss for stock-based awards ssued to nonemplovees is
recognized over the requisite service period or when it is probable that the performance condition will be satisfied. The fair
value of stock-based awards 1o non-emplovees is measured at each reporting period until a measurement date is reached.
Upon the early adoption of ASU 2018-07 on July 1. 2018 in the third quarter of fscal 2018, non-employee stock awards
were remeasured at fair value on the date of adoption; the remaming unamortized expense on the date of adoption will be
recognized over the remaining vesting term.

Inceme Taxes

The Company accounts [or income taxes using an assel and lability approach as prescribed in ASC 740-10, fnconre
Taces (“ASC 740-10"). The Company records the amount of taxes pavable or refundable for the current and prior vears and
deferred tax assets and liabilities for the future tax consequences of events that have been recognized in the Company’s
financial statements or tax retums, A valuation allowance s recorded to reduce deferred tax assets when it is more likely
than not that a tax benefit will not be realized.

ASC T40-10 preseribes a recognition threshold and measurement framewerk for the financial statement reporting and
disclosure of an income tax position taken or expected to be taken on a tax return, Under ASC 740-10, a tax pesition is
recognized in the financial statements when 1t s more likely than not, based on the technical merits, that the position will be
sustamned upon examination, including resolution of any related appeals or litigation processes. A tax position that meets the
recognition threshold is then measured to determine the largest amount of the benefit that has a greater than 50%: likelihood
of being realized upon settlement. The Company recognizes interest and penalties related to unrecognized tax benefits as a
component of the provision for incame taxes m the Consolidated Statements of Income.

The caleulation of tax liabilities involves significant judgment in estimating the impact of uncertainties in the
application of complex tax laws across multiple tax jurisdictions, Althowugh ASC T40-10 provides clanfication on the
secounting for uncertandy in income taxes recopnized in the Onancial stitements, the recognition threshold and
measurement framework will continue to require significant judgment by management. Resolution of these uncertainties m
& manner meonsistent with the Company s expectations could have a material impact on the Company”s results of

operations

Recently Adopted Acconnting Pronouncenents

Stock Compensation Guidance. In June 2018, the FASB ssued ASU No 2018-07, Stock Compensation:
Impravements ta Nonemplovee Shave-Based Payment Accounting, which amends ASC 718 to include share-based pavments.
issued to nonem plovees for goods of services. The amendments in this update are effective For annual periods beginning
after December 15, 2018, and interim periods therem. Early adoption is permitted, but no earlier than a company’s adaption
date of Topic 606, Revenue from Contracts with Customers. The Company early adopted this guidance on July 1, 2018
during the third quarter of fiscal 2018, which resulted in no impact on its consolidated financial statements.

Revenue Recognition Guidance. In May 2014, the FASE issued ASU 201 4-09, Revere from Conlracts with
Customers, creating ASC 606, Upon adoption, this topic supersedes the existing guidance under ASC Topic 605 - Revenue
Recagnition and aims to simphfy the number of requirements to follow for revenue recogmition and make revenue
recognition moere comparable across vanouws entities, industries, jurisdictions and capatal markets. Revenuwe is recognized
umder a five-step process: 1. Identify the contract(s) with a cusiomer. 2. Identify the performance obligations in the coniract.
3. Determune the transaction price. 4. Allocate the transaction price to performance obligations in the contract. 5. Recognize
revenue when (or as) the entity satisfies a performance obligation. Additional considerations under this update include
accounting for costs to obtain or fulfill a contract with a customer and additional quantitative and qualitative disclosures.
ASLT 201 4-09 became effective for periods beginning after December 15, 2017 {including interim reporting periods within
these periods), or the first quarter 2018, and allows for retrospective or modified retrospective application. The Company
adopted this puidance in the first quarter of fiscal 2018 under the modified retrospective approach as applied to customer
contracts that were not completed as of January 1, 2008, As a result, financial information for reporting penods begimning
abter January 1, 2018 are reported under the new standard, while comparative financial information has not been adjusted
and continues 1 be reported in aceordance with the previous standard, There was no cumulative impact to adopting the new
standard on the Company”s consolidated fimancial statements.
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Lease Guidance, In February 2016, the FASE issued ASU Mo, 201602, Leases (Topic 8420 ASU 2016-02 requires
lessees to recognize all leases with terms in excess of one vear on their balance sheet as a right-of-use asset and a lease
liabality at the commencement date. The new standard also simplifies the accounting for sale and leaseback transactions.
The amendments in this update are ¢Mective for annual periods beginning after December 15, 2018, and mterim penods
therein and must be adopted using a modified retrospective method for leases existing at, or entered into after, the beginning
of the earliest comparative period presented in the financial statements. The new standard also requires lessees and lessors
to disclose qualitative and quantitative information about their leases and significant judgements made in applying the
standard, In July 2018, the FASE 1ssued ASU 2018-11, Leases: Targeted fmprovements (Topic 42}, which provides an
optional adoption method to ASL 2001602 whereby comparative period financial statements do not need to be adjusted for
the new standard. The Company adopted the new standard using the optional adeption method on January 1, 2019 10 not
adjust comparative financial statements. The Company elected 1o use the package of practical expedients and did not
reassess whether any expired or existing contracts are or contain leases, the lease classification for any expired or existing
leases, or initial direct costs for any existing leases, and the practical expedient to not separate lease and non-lease
componenta Additionally, the Company ¢lected 1o use the short-term lease exemption whereby right-of-use assets and lease
liabalities do mot need to be recopnized for leases with a term of 12 months of bess. As a resull, the Company recognized
50.8 milhion of lease assets and 509 million of lease habilities, of which 302 million 15 recorded as non-current kease
Labilities on the Company”s Consolidated Balance sheet as of January 1, 2019 Additionally, upon adoption, there was no
impact on the Consclidated Statement of Operations and Com prehensive Income and no cumulative effect adjustment to
retained earnings as of January 1, 2019,

Recently Dssned Accounting Pronouncements Not Yer Adopted

Iri Jume 2016, the FASE issued ASU No, 2016-13, Finaneial Tnstriments-Credit Losses (Topic 3260 Measurenent af
Credit Losses on Financial fnstruments, which requires the measurement and recognition of expected credit losses for
financial assets held at amortized cost. 1t also eliminates the concept of other-than-temporary impairment and requires
credit losses related to available-for-sale debt secunities to be recorded through an allowance for credin losses rather than as
a reduction in the amortized cost basis of the securities. These changes will result in more timely recogrition of credit
losses. The guidance is effective for fiscal vears beginning after December 15, 2022 for SEC filers that are eligible 1o be
smaller reporting companies under the SEC’s delimtion, and intenim periods within those Giscal years. The Company is
currently evaluating the impact this guidance will have on the Company”s consolidated financial statements.

In Augu=t 20138, the FASE msued ASU No. 2008-13, Fair Falive Measurement {Topic 8200, which amends disclosure
reguirements for fair value measurements by requiring new disclosures, modifving existing requirements, and elim inating
others. The amendments are the result of a broader disclosure project, which aims to improve the effectiveness of
disclosures. ASL Mo, 2018-13 is effective for fiscal vears beginning after December 15, 2019 and interim periods within
these fiscal years. The Company is currently evaluating the impact this guidance wall have on the Company's ¢onsolidated
financial statements

In December 2019, the FASE issued Accounting Standard Update Mo, 2019-12, which simplifies the aceounting [or
income taxes, The guidance in ASU Mo, 2001912 15 required for annual repertmg periods, including internim periods within
those annual periods, begimning after Decernber 15, 2020, for public busmess entities, with early adoption permitted. The
Company 15 currently evaluating the mpact this guidance will have on the Company s consolidated financial statements.

1. Balance Sheet Components

Inventory
Inventory consists of the following (in thousands):

December 31,  December 31,

2019 018
Work in process § 252 % 061
Finished goods 3,519 1.2

Total inventory § 6048 § 2207
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FProperty and Eguipment - Net
Property and equipment - net consists of the following (in thousands):

Devember 31, December 3,

g L]
Computer equipment and software 5 1,405 % 1,173
Leasehold improvements b LS
Furniture 30 30
Total property and equipment 1.524 1,287
Lezs; accumulated depreciation (S89) {676)
Total propery and egquipiment - Ret -] 535 % Gl

The Company recorded $0.3 million, $0.2 million and 30,2 million of depreciation expense for each of the years
ended December 31, 2019, 2018, and 2017, respectively,

Acerned Linbilities
Acerued liabilities consist of the following (in thousands):

December 31, December 31,

2% 218
Engineering services 3 920 % 134
Payroll-related expenses TE0 £l
Acerued warranty 194 73
Taxes pavable T2 28
Professional fees 3l 48
Other 15 37
Total accrued labilities 5 2012 5 718

Customer Deposits

Customer deposits pepresent payments received in advance of shipments and Muctuate depending of timing of
customer pre-payments and product shipment. Customer deposits were S1.4 million, 53.4 million, and 52,000 as of
Diecember 31, 2009, Septernber 30, 2019, and December 31, 2018, respectively. The Company generally expects to
recognize revenue from customer deposits during the three month interim period immediately following the balance sheet
date, During the three months ended December 31, 2019, the Company recognized $3.4 million of revenue from the
September 30, 2019 customer deposits balance. During the vear ended December 31, 2019, the Company recognized 52,000
of revenie from the December 31, 2008 customer deposits balance.

3. Fair Value Mensurements of Financial Instruments
Summary of Financial Instruments
The following 15 a summary of financial instruments (in thousands):

December 31, 2009
Gross Unrealized Gross Unreallzed Estimateal Fulr

Amaoritized Cosi CGain Lioss Values

Available-for-sale securities:

Money markel funds 5 2027 § — % — & 2027

Commercial paper 6,905 — (3} 6,962

Corporate bonds 12,5943 1 {13} 12,931
Total available-Tor-sale securities 5 21935 3§ 1 § {l6) 3 21.920
Reported in:
Cash and cash equivalents 3 4,275
Short-term mvestments 9475
Crther assets 8,170
Total available-Tor-sale securities b3 21,920
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December 31, 2018
Gross Unrealiced  Gross Unrealieed  Estimated Fabr
Admortized Cost Galii L Valiies
Available-for-sale securities:
Monev market funds % 6074 8 — 5 — § 6,974
Reported in:
Cash and cash equivalents 5 6,974

The contractual maturities of available-for-sale securities are presented in the following table (in thousands):
December 31, 2019

o Amorteed Cost __ FEstimated Fabr Valoe
Due in one vear or less 5 13,757 5 13,750
e between one 1o two years 8178 8170
5 21,935 % 21,920

The Company had 15 investments in unrealized loss positions as of December 31, 2019 The investments have been in
unrealized loss positions for less than twelve months. The total fair value of such investments is 3189 million with
unrealized losses of 516,000, There were no matenal gross unrealized losses from available-for-sale secunties
and no material realized gains or losses from available-for-sale secunities that were reclassified out of acoumulated other
comprehensive income for the vear ended December 31, 2019

For investments in available-for-sale debt securities that have unrealized bosses, the Company evaluates whether (1) it
has the intention to sell any of these investments and (11) whether 1t 15 not more hkely than not that it will be required to sell
any of these investments before recovery of the entire amortized cost basis, Based on this evaluation, the Company
determined that there were no other-than-temporary impaimments associated with investments as of December 31, 2019,

There were no sales of available-for-sale securities for the vears ended December 31, 2019 and 2018,

Fair Value Measuremenis

Fair value iz defined as the exchange price that would be received from selling an asset or paid to transfer a liabalnty in
the principal or most advantageous market for the asset or liabality inan orderly transaction between market participants on
the measurement date. The Company measures linancial assets amd habalities ot fair value at each reporting period using a
fair value herarchy which requires us to masimize the use of observable inputs and mimmize the use of unobservable
inputs. A financial instrument’s classafication within the fair value hierarchy 15 based upon the lowest level of input that 1
significant to the fair value measurement. Three levels of inputs may be used to measure fair value:

Level 1. Quoted prices in active markets for wdentical assets or habilities.

Level 2, Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for zimilar
assets of liabilities; quated prices in markets that are not active; or other inputs that are chservable or can be corrobarated by
observable market data.

Level 3, Unohservable inputs that are supported by little or no market activity and that are significant to the fair value
of the assets ar labilities, including pricing medels, discounted cash flow methedologies and similar techniques.
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The following table sets forth our financial instruments that were measured at fair value by level within the fair value

hierarchy {in thousands):
Fair Value Measurensent al Reporting Date Using

Quoted Prices in Stgmiflcant
Active Markeds Oither Sigmificant
For Identical Observable Unobservable
Assels Inpuats Inpuis
[Level 1) {Level 3) i Laswsl 3} Tisal
As of December 31, 2019
Financeal assets - available-for-sale secunities
Money market funds b 207 5 — 3 — 3 2,027
Commercial paper — 6062 — 6,062
Corporate bonds — 12,931 — 12,931
Total financial asset - available-for-sale secunities 3 2027 5 19893 5 — 5 21,920
As of December 31, 2018
Financeal asseis - available-for-sale securities
Money market funds 3 6,974 3 — 5 — 5,974

The Company classifies money market funds in Level 1 since the financial assets consist of securities for which
quoted prices are available inan active market,

In additien, the Company classifies corporate bonds and commercial paper in Level 2 since the financial assets use
observable mputs including quoted prices 1n active markets for similar assets or labilities. The Company uses a pricing
service to assist in determimmg the fair values of all of #s cash equivalents, short-term investments and long-term
investments, The pricing service uses inputs from multiple industry standard data providers or other third pany sources and
applies vanous acceptable methodalogies.

4. Segment Information

Operating segments are defined as components of an enterprise about which separate financial information is
available that is evaluated regularly by the chief operating decision maker in deciding how to allocate resources and in
assessing performance.

The Compary”s chief operating decision maker, the chief executive officer, reviews financial information presented
on a consolidated basis for purposes of making operating decisions and assessing financial performance on a regular basis.
Accordingly, the Company considers itself to be one reportable sepment, which is comprised of one operating segment, the
designimg, marketing and selling of mixed-signal integrated circuits for the security surveillance and autometive markets.

Product revenue from custemers is designated based on the geographic region 1o which the product is deliveread.
Revenue by peographic region was as follows (in thowsands):

Year Emded
December 31,
29 U L] 27
China & 23,533 § 26,175 % 26,453
Taiwan 4,061 BT 821
South Korea 3414 2,685 2357
Japan IR 1,310 241
Cther 111 31 70
Total revenus 5 32027 % 31098 5 31.142
Revenue by principal product lines were as follows (in thousands):
Vear Emded
December 31,
29 0% 27
Security surveillance 5 21,178 % 2,325 % 28,143
Automolive 10,349 4,773 2,
Total revenue 3 32027 § 3098 § 31142
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Long-lived assets are attributed to the geographic region where they are located. Met long-lived assets by gecgraphic
region were as follows (in thousands);

Devember 3,  December 31,

M 2018
Taiwan 5 400 5 300
Japan 54 104
United States 45 102
Chana 19 2
South Korea 4 4
Total property and equipment - net 5 535 & 61l

5 Commitments and Contingencies
(OIperating leasex

The Company determines if an arrangement contains a lease at nception. The Company leases facilities under non-
cancellable lease agreements expiring through fiscal vear 2022, The Company’ s agreements do not include variable lease
paymentis or any restriciions or covenants impesed by the leases. As the rate implicit in each lease agreement is not readily
determinable, the Company’s incremental borrowing rate was used as the discount rate. The Company s lease assets and
lease liabilities have been adjsted for mtial direct costs and prepaid rent but do not reflect any options to extend or
terminate its lease agreements, any residual value guarantecs, or any leases that have vet to be commenced.

As ol December 31, 2019, the right of use assets and lease Labilities related 1o operating leases were as [ollows (in
thousands):

December 31,
2019

Lease assets b 1,058

Lease labilities — Current % 540

Lease liabalitics — Mon-Current 518

Tatal lease lahilities 5 1,067

Rent expense under operating leases was 30,7 million, $0.6 million, and 50.5 million for the vears ended December
31, 2009, 2018, and 2017, respectively. The rent expense recognized from short-term leases was 324,000 for the vear ended
Drecember 31, 2019,

The following table summarizes the Company s lease costs and weighted-average assumptions used in determining
its lease assets and lease liabilities (in thousands):

Year Ended
Dhecimileer 31, 2009

Crperating lease cost 5 [1.14]
Cash paid [or operating leases 5 95
Lease assets obtained in exchange for lease liabilities (1)

Upon adoption of Topic 842 i 830

Mew leazes commenced during the period 3 o907
Weighted average remaining term for operating leases 1.94 vears
Weighted average discount rate for operating leases 6.0%

(1} Durning the vear ended December, 31 2019, the Company entered o one new operating lease amd modified
one existing operalmg lease. The lease modification was net treated as a separate contract as no additenal nght of use
was granted. Balance is comprised of the commencement date asset value of the leases commenced during the vear as
well as the asset value of the leases existing at the date of ASC 842 adoption.

As of December 31, 2018, the aggregate future minmmum lease payments under non-cancelable operating leases
consist of the following (in thousands):

Year Ending Decenber 31, Amouni

2019 5 645
2020 201
Tutal 5 46
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As of December 31, 2019, the aggregate future minimum lease payments under non-cancelable operating leases
consist of the following (in thousands):

Year Ending December 31, Aot
2020 5 393
2021 471
2022 65
Total 5 1,129
Less effects of discounting (62)
Lease liabilities recognized 3 1,067

FParchase Commiiments

As of December 31, 201%, the Company had purchase commitments with its third-party suppliers through fiscal vear
2022, Future minimum payments under purchase commitments are 0.3 million, 0.2 million, and $49,000 for the vears
ending December 31, 2020, 2021, and 2022, respectively.

Litieats

Although the Company 15 nod currently subject 1o any litigation, and no litigation s currently threatened against it, the
Company may be subject to legal proceedings, claims and litigation, inchading intelleciual properiy hitigation, ansing in the
ordinary course of business. Such matters are subject 1o many uncertainties and outcomes and are not predictable with
assurance. The Company accrues amounts that it believes are adequate 1o address any liabilities related io legal proceedings
and other loss contingencies that the Company believes will resultl in a probable loss that 1s reasonably estimable.

Indemnification

During the normal course of business, the Company may make certain indemnities, commitments and puarantees
which may include intellectual property indemnities to certam of the Company”’s customers m connection with the sales of
the Company s products and indemnities for liabilities associated with the infringement of other parties” technology based
upon the Company™s products. The Company”s exposure wnder these indemnification provisions is generally limited 1o the
tedal amount paid by a customer under the agreement. However, certain agreements include indemnification provisions that
could potentially expose us to losses i excess of the amount received under the agreement. In addition, the Company
indemnifies its officers, directors and certain key employees while they are serving in good faith in such capacities.

The Compary has not recorded any Lability for these indemmities, commitments and puarantees in the accompanying
consolidated balance sheets. Where necessary, the Company accrues for losses for any known contingent liabilities,
including those that may arise from indemmnification provisions, when future payment is probable,

6. Stockholders" Equity
FPreferred Stock

The Compary was authorized 1o asswe 5,000,000 shares of preferred stock with a $0.0001 par value per share as of
December 31, 2019 and 201 8. The shares of preferred stock issued and outstanding was ml as of December 31, 2019 and
2018,

Commen Stack

The Compary was authorized (o isswe 75,000,000 shares of common steck with 30,0001 par value per share as of
December 31, 2019 and 2018, As of December 31, 2019, the shares of common stock issued and outstanding were
17,449 572 excluding 51,006 legally 1ssued shares subject to repurchase related to the early exercise of options to purchas:
comman stock. As of December 31, 2018, the shares of common stock issued and outstanding were 17,130,507 excluding
155,257 legally issued shares subject to repurchase related 1o the carly exercise of options to purchase common stock,
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The Compary has reserved the following number of shares of common stock for future isseances:

December 31,
019
Cuistanding stock awards 1,354,234
Shares available for future issuance under the 2017
Stock Incentive Plan 4 847 877
Total common stock reserved for future issuances 202111

7. Stock Award Plan
Stock Tncentive Plan

Im April 2002, the Company adopted the 2012 Stock Option Flan (2012 Plan™. The 2012 Flan provides for the
granting of stock-based awards 1o employess, directors, and consultants under terms and provisions established by the
Company”s board of directors. Under the terms of the 2012 Plan, options may be granted at an exercise price not less than
fair market value. For employees holding more than 1074 of the voting rights of all classes of stock, the exercise prices for
incentive and nonstatutory stock options must be at least 110% of the fair market value of the common stock on the grant
date, as determined by the Company”s board of directors, The terms of options granted under the 2002 Plan may not exceed
Len years.

The 2012 Plan was superseded by the 2017 Stock Option Flan (2017 Plan”™). Any outstanding awards under the 2012
Plan will continue to be governed by the terms of the 2012 Plan.

In August 2017, the Company adopted the 2017 Plan. The Company s stockholders approved the 2017 Flan in
September 2017 and ot became effective immediately prior to the closing of the Company’s IFC. In connection with the
adoption of the 2017 Flan, no additional awands and no shares of common stock remain available for future isswance under
the 2012 Plan and shares reserved but not issued under the 20012 Plan as of the effective date of the 2017 Plan were inchaded
i thie number of shares reserved for ssuance under the 2007 Plan. In addition, shares subject 1o awards under the 2012 Flan
that are forfented or terminated will be added 1o the 2017 Plan. The number of shares available for issuance under the 2017
Plan will be automatically increased on the first day of each fiscal year beginning on January 1, 2018 and ending on {and
including) January 1, 2027, inan amount equal to the Jesser of (1) 4% of the owtstanding shares of our common stock on the
last day of the immediately preceding fiscal vear, or (2) another amount determined by the Company™s board of directors.
The automatic increase m the number of shares available for issuance under the 2017 plan for the fiscal year 20019 was
691,431 shares. The 2017 Plan provides for the granting of incentive stock options, or [S0s, within the meaning of
Section 422 of the Internal Revenue Code to employees and the granting of nonstatutory stock options, or M50k, o
employees, non-emplovee directors, advisors and consultants, The 2017 Plan also provides for the gramts of restricted stock,
stock appreciation rights, or SARs, stock unit and cash-based awards 1o emplovees, non-emplovee directors, advisors amd
consultanis.

The Compary™s stock award activity under the stock incentive plan is summarized as follows:

Awarids

Avallable

for Gram
As of December 31, 2018 4,434,310
Authonzed 691,431
Gramed (3587500
Canceled (1) 801,586
As of December 31, 2019 4,847,877

(1} Inchedes repurchases of unvested early-exercised oplions
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Early Exercise of Stock Options

Certain emplovees and directors have exercised option granis prior to vesting. The unvested shares are subject 1o a
repurchase right held by the Company at the original purchase price. The proceeds initially are recorded as Liabality related
to early exercised stock options and reclassified to Additional paid in capatal as the repurchase right lapses.

For the vear ended December 31, 2019, the Company did not issue unvested shares of commen stock upon early

exercise, and for the vears ended December 31, 2018 and 2017, the Company issued 27 333 and 46,667 unvested shares of
commaon stock, respectively, upon early exercise for total proceeds of 50,1 million and 546,000, respectively.

Far the vears ended December 31, 2019, 20018, and 2017, the Company repurchased 3,584, 6,834, and 45,666 shares
of unvested commen stock, respectively, related to early exercized oplions at the cnginal puschase price, respectively, As of
December 31, 2019 and 2018, 51,006 and 153,257 shares, respectively, held by emplovees and nonemplovees were subject
te repurchase at an aggregate price of $0.1 million and $0.1 million, respectively.

Srock Cpiions
The Compary”s stock oplion activity is summarized as follows:

Welghted-
Average
Wirkzhied- Hemaining Agoregale
Oypllons Average Conlraciual Imirinsic

Tsssed] amel Exerdlise Term Value

Crulstanding Price (Years) {in thousands)
As of December 31, 2018 1139935 3 201 16 5 3428
Grranted 3
Exercised (1) (249.848) 5 097
Canceled (2) (39,753) 3 2.30
As of December 31, 2019 850,334 § 2.30 a8 3§ 3,587
Crptions vested and expected 1o vest as of
December 31, 2019 850,334 3 230 6.8 5 3,587
Options vested and exercisable as of Decembser 31,
2019 472134 % 216 67 § 2057

(1} Includes vesting of early-exercised options
(2} Inchedes repurchases of unvested early-exercised options

The stock options cutstanding and exercisable by exercise price at December 31, 201% are as follows:

Options Chalstamling Crptians Viested and Exercisabie
Wkghiled.-
Avernge Welg hed - Welghted.-
Femaining Average T b Average
Sumber Comiractial Exercise Vested and Exercise
Exercise Price Catstnmding Life (Years) Price Exercisble Price
5 0.16 32,850 41 8 0.16 32850 $ 0.16
5 037 77,254 55 8 0137 4ou0g % 0.37
§ 0.97 107,500 62 % 0.97 61,149 § 097
% 251 151,111 67 § 251 B5743 % 251
5 289 46,000 72 % 289 2000 8 289
- 293 324018 74 5 2935 168279 & 293
5 LN b 110,700 76 5 318 51,115 § EN L
550,334 68 3 230 472,134 & 216

The apgregate intrinsie value of options exercised for the vears ended December 31, 2009, 2018, and 201 7 was $0.9
million, $2.9 million, and $1.8 million, respectively. The Company has various vesting agreements with emplovees.
Cptions granted generally vest over a five-year period and generally are exercisable up to 10 vears
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Restricted Stock Units
The Company”s restricted stock unit activity is summanzed as follows:

nits Welghted Average
Tssued and Corand Diale
Oubstaniding Fair Vahue
As of December 31, 2018 255500 3§ 11.53
Granted 358,730 3 7.27
Released (62,217 % 12.69
Canceled (41.133) & 980
As of December 31, 2019 503000 § 848

Restricted stock units are converted mto shares of the Company’s common stock upon vesting on a one-for-one basis.
Restricted stock umit awards generally vest over a five-year penod and are subject to the grantee’s continued service with
the Company.

8. Stock- Based Com pensation
The following table summarizes the distribution of stock-based compensation expense (in thousands):

Year Emded
Decenber 31,
209 s 27

Cost of revenus b 117 % 6% % 31
Fesearch amd development 02 355 273
Selling, general and adm mistrative TG a41 1144
Total 5 1415 % 1364 § 1,448
————— - (———SSS—

The remaming unrecogmized stock-based compensation related to non-vested awards was 34,7 million as of
December 31, 2019 and will be recognized over a weighted average remaining period of approximately 3.7 years,

The Compary records stock-based compensation based on the estimated fair value of the award at grant date. The
estimated grant date fair value of stock option awards, and the resulting stock-based compensation expense 15 recorded
based on the Black-Scholes option-pricing model. The fair value of a restricted stock unit is determined based on the fair
value of pur common stock on the date of grant, The Company recognizes such costs as compensation expenss ona
stradght-line basis over the requisite service period. The Company s valuation assum plions are as follows:

Fair value of conmean stack — Given the absence of a public trading market prior to cur [P0, the Company s Board
of Directors considered numercus objective and subjective faciors to determine the fair value of the Company’s commen
stock which incheded, but were not limated to (1) comemporaneous independent third-party valuations of the Company”s
common stock; (1) the rights and preferences of the Company s preferred stock relative to common stock; (1) the lack of
marketability of common stock; (1v) developments in the busmess; and (v) the likelihood of achieving a liguidity event,
such as an initial public offering or sale of the Company, given prevailing market conditions.

Subsequent to our TPO, the fair value of the Company’s common stock was the per share closing price for cur JDS as
reported on the Mothers market of the Tokvoe Stock Exchange on the date of grant,

Risk-free interest rate — The Company bases the risk-free interest rate used in the Black-Scholes option-pricing
model on the implied vield available on U5, Treasury zero-coupon issues with an equivalent expected term of the awards
for each award group

Expected ternmt — The expected term represents the period that the Company’s slock-based awards are expected 10 be
outstanding. To determine the expected term, we generally apply the simplified approach m which the expected term of an
award is presumed to be the mid-point between the vesting date and the expiration date of the sward as we do not have
sufficient historical exercise data to provide a reasonable basis for an estimate of expected term,

Velatility — As the Company does not have a long trading history to determine the volatility of its common stock, the

Company determines volatility based on the historical stock volatilities of a group of publicly listed guideline companies
over a period equal 1o the expected terms of the awards.
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Dividend yield — The Company has never declared or paid any cash dividends and does not currently plan to pay a
cash dividend in the foreseeable future, Consequently, the Company used an expected dividend vield of zero.

Employee Stock Awards

The following table summarizes the weighted-average assumptions used in the Black-3choles option-pricing model to
determine fair value of stock awards:

Year Ended
December 31,
117

Expected term {in years) 6,28
Risk-free interest rate 2.01%
Expected volatility 53%
Dividend rate —
Fair value of common stock 3 514

The Compary dad not grant any stock options 10 emplovees during the vears ended Decembser 31, 20019 and 2018, The
weighted-average prant date far value for emplovee restneted stock units for the vears ended December 31, 2019 and 2018
were 57.27 and 511,09, The weighted-average grant date fair value for employee stock awards for the year ended December
31, 20017 was 53.71,

Nas-Eniployee Stock Awards

The following table summarizes the weighted-average assumptions used in the Black-Scholes option-pricing model 1o
determine fair value of stock awards:

Year Ended
Discember 31,
2017

Expected term (in vears) 10,00
Risk-free interest rate 2.30%
Expected volatility §3%
Dividend rate —
Farr value of common stock % 14.40

The Company did not grant any stock awards 1o non-emplovees during the yvears ended December 31, 2019 and 2018
The weighted-average grant date fair value for non-emploves stock awards for the vear ended December 31, 2017 was
§7 34, Non-employee stock awards are revalued at each reporting date and the relating stock-based compensation expense 15
recognized as awards vest. Mon-emplovee stock-based compensation expense for unvested awards fluctuate as the fair value
of our JI5, represented by common stock, fluctuates, Upon the early adoption of ASU 2008-07 on July 1, 2018 in the third
quarter of fiscal 2018, non-emplovee stock awards were remeasured at fair value on the date of adoption; the remaining
unamortized expense on the date of adoption will be recognized over the remaming vesting term,

9, Net Income Per Share

Faor the periods presented prior to the Company s 1PO, basic and diluted net income per common share are presented
i conform ity with the two-cliss methed required for participating secunties. Prior to the closing of the Company™s TPO, all
cutstanding shares of its Series Seed, Senes A, and Senes B convertible preferred shares, which were panticipating
securities, were converled o common stock ona one-to-one basis. The common stock issued for the conversion of
10,742,500 preferred shares were included in the calculation of the weighted-average shares outstanding for the vear ended
December 31, 2017,
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The following table presents the caleulation of basic and diluted net income per share (am ounts in thousands, except

per share data):
Year Ented
Drecember 31,
1019 2018 2017

Mumerator:
Basic

Net income 3 2054 5 1,885 3 3,757

Met incorme allocable to preferred stockholders i § 1.936

Met income allocable 1o common stockholders 2,194 1,885 1,821
Drluted:

Met income 2194 1,835 3757

Met income allocable 1o preferred stockhaolders — — 1,823

Met mcome allocable to common stockholders 2,194 1,885 1,934
Denominator:
Basic shares:

Weighted-average shares outstanding used in computing

basic net income per share allocable to common

stockholders 17,283,133 16,982,648 7,145,641
Diluted shares:

Effect of potentially dilutive securities:

Stock options (1) S92 838 1,008,483 910,688

Weighted-average shares outatanding used in computing

diluied net mcome per common share allocable to

commaon stockholders 17,875,971 17,991,131 8.056,329
Met income per common share:

Basic g 013 § 01l s 0,25

Diluted 5 01z % 010 § 0.34

(1)

Including early-exercised options

The potentially dilutive securities outstanding related to stock options as of December 31, 2019, 2018, and 201 7 that
were excluded from the computation of diluted net income per common share for the periods presented as their effect would

have been antidilutive was 352,000, 155000, and 7,000 shares, respectively.

10, Income Taxes

The components of income before income taxes are as follows {in thowsands):

Wear Emded
December 31,
29 2ME 07
Do estic 5 226 % 1.866 % 6,141
Fareign 123 178 131
Income before income taxes 5 1440 5 2044 3 6,272
— —
The components of the provision for income taxes are as follows (in thousands);
Year Ended
December 31,
0% M8 T
Current:
Federal 5 is 5 36§ 2,089
Foreign 56 A0 35
State | 1 1
Total Current in &7 2,145
Deferred - net {117} 92 370
Provision for income taxes 5 255 § 159 § 2.515

The effective tax rate differs from the applicable U5, statwtory federal income tax rate as follows:
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Year Encled
December 31,
it b 2018 2017
1.5, statutory federal taxes at statutory rate 21.00% 21.00% 34.00%
State taxes - net of federal benefit (.03 0.03 .01
Research and development benefit (981 (7.73) (2.27)
Stock-based compensation 6.14 (526 .54
Fareign derived intangible income (FIDIT) (11.18) (3.26) —
Permanent items and other 1.23 (044 (.89
Change in valuation allowance 3.03 340 1.78
Tax rate change — — 512
Effective tax rate 10,44 % 7.74% 40.07%
The components of net deferred tax assets and habilities are as follows:
Year Fnded
Descem ber 31,
HIES 2018

Dieferred tax assets:

Met operating loss carry forwards 3 85 5 85

Research and other eredits 452 38l

Accruals 387 2444

Intangibles 264 293

Oaher 122 118

Total deferred tax assetls 1,310 1121

Deferred tax liabilities:

Property and equipment - net (95) (98)

Total deferred tax labilities {05 (21

Valuation allowance (538) (463)
Dieferred tax assets - net - G677 % S0

In assessing the realizability of deferred tax assets, management considers whether it is more hikely than not that some
portion or all of its deferred tax assets will be realized, The ultimate realization of defermed tax assets is dependent upon the
generation of future tacable income during pertods in which temporary differences become deductible or includable in
taxable income. Management considers projected future taxable income and tax planning strategies in making this
assessment. Based on the level of curremt period taxable ncome and i1s expected recurring profitabihty, management
believes it is more likely than not the Company will realize benefits of deductible differences for U5, federal tax and thus
has not recorded a valuation allowance. However, the Company has recorded a full valuation allowance against it Califomia
deferred tax asset as management has concluded it is more likely than not that these future benefits will not be realized due
te ats (%% Califormia apportionment.

Tax reform H.R.1, engimally known as the Tax Cuts and Jobs Act (" Act”™), was enacted on December 22, 2017, The
Act contains several key provisions that may have significant financial statement effects including the remeasurement of
deferred taxes and the recognition of liabalities for taxes on mandaiony repatriation and certain other foreign income. The
At reduces the corporate tax rate 1o 21%, effective January 1, 2018, ASC 740 requires com panies 1o recognize the effect of
taes law changes in the peried of enaciment, the effects must be recogmized by companies’ December 2017 financial
statements, even though the effective date for most provisions is January 1, 2018,

Subsequent 1o the enactment of the Act, the Securities and Exchange Comim ission issued Stall Accounting Bulletin
Mo 118 ("3AB 1187, SAB 118 addresses the application of ASC 740 in situations when a registrant does not have the
necessany information available, prepared, or analyzed in reasonable detail to complete the accounting for certain meome
tace ¢ffects of the Act and permits the recording of provisional amounts relating to the impact of the Act duning a
measurement period which is not to extend bevond one vear from the Act enactment date. As such, the Company has
completed the analvsis relating 1o the Act currently available which resulted in no additional SAB 118 tax effect in the
fourth quarter of fiscal 2018 for the vear ended December 31, 2018,

The Company has reflected the impact of the Act in its financial statements as the law was enacted before the end of
the 2017 vear, The Company estimated that the reduction in the Corporate tax rate to 21% reduced net deferred tax assets by
$0.3 million from $1.0 million 1o $0.7 million. The Company has estimated the liabilities for taxes on mandatory
repatriation and certain other foreipn income. As of December 31, 2018, the Company completed the accounting for
transition tax and concluded that the hability for taxes on mandatory repatriation of foreign income is approsamately
542,000 of which 541,000 can be offset with a foreign tac credit.
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As of December 31, 2019, the Company had 31.2 million of California state net operating loss carrytforwards
("NOL™). These NOL carryiorwards will begin to expire in 2032 if unused. As of December 31, 2019, the Company had
U5, federal and California state tax credit cammyforwards of nil and $0.7 million, respectively. The California tax eredit
carry forward will not expire.

Current tax laws impose substantial restrictions on the utilizstion of net operating losses and credit carmyforwards in
the event of an "ownership change”, as defined by the Internal Revenue Code. If there should be an ownership change, the
Company's ability to wtilize s carryforwards could be limited.

The Company applies the provisions of the applicable accounting putdance regarding accounting for uncertainty m
income taves, which reguire application of a more-likely-than-not threshold to the recognition and derecognition of
unceriain ax positions. If the recognition threshold is met, the applicable accounting gusance permits the recogmtion of a
tax benelt measured at the largest amount of such tax benefit that, in our judgment, 15 more than Dty percent likely o be
realized upon settlement. It further requires that a change mn judgment related to the expected ultmate resolution of
uncertain ay positions to be recogmized 1n carnings i the period in which such determination is made. The Company will
continue o review its tax positions and provide for, or reverse, unrecogmzed tax benefits as issues anse. As of December
31, 2019, the Company had approximately 303 million of unrecognized tax benefits of which 50.2 million was netted
against defierred tax assets with a full valuation allowance, If these amounts are recognized, there will be a tax benefits of
50.1 million against the Company™s effective tax rate. The fallowing table summanzes the activities related 1o the
Company”s gross unrecognized tax benefits (in thousands):

Year Ended
December 31,
2019 0%
Balance at the beginning of the year 3 23 % 232
Increases related to current vear tax positions 64 £y
Diecreases related to current vear tix positions (62) -
Balance at the end of the year § 205§ 293

The Company recognizes interest and penalties related to unrecognized tax positions in income tax expenses on the
Consolidated Siatements of Operations and Com prehensive Income. The Company had approxmately 32,900 and 57,800 of
acerued miterest and penalties related to uncertain tax positions as of December 31, 2019 and 2018, respectively.

The 2016 through 2019 tax vears generally remain subject to examination by U5, federal and most state tax
authomniies.

11, Selected Quarterly Financial Data (Unaudited)

The following table summarizes the Company s unaudited consolidated statements of operations by quarter for the
vears ended December 31, 2019 and 2018, In the opinion of management, the accompanying unaudited consolidated
statements of operations reflect all adjustments, which only inchede normal recurring adjustments, necessary 1o present
fairly the Company’s resulls of operations in aceordance with GAAP and are nol necessanly indicative of the results 1o be
expected for the full fiscal year or for any other future annual or interim periods.

Thres Months Ended
e 31, Sepl 30, June 3o, March 31,
RO e 019 oy

Revenue -3 10,218 & 9513 % 7175 § 5,021
Cost of revenuse 5525 4814 3402 2 586
Gross profit 4.693 4,739 3773 2,435
Ciperating expenses

Research and development 1,706 1,686 1,600 1,476

Selling, general and admmstrative 1,838 1,442 1,828 1,668

Total operating expenses 3.544 3128 3428 3,145

Income (Joss) from operations 1,149 1,611 345 (710}
Onther income (expense) 13 2 52 (13}
Imcome (Joss) belfore imcome taxes 1.162 1613 397 (723}
Provision for (benefit from) mcome laxes 142 156 62 (105}
Met ncome (loss) 5 1.020 5§ 1,457 % 335 5 (618}
Met income (loss) per share allocable to
commaon stockholders:

Basic £ 007 § 008 5 002 5 {0.04)

TDaluted 5 006 S 008 % 002 § (0.04)
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Three Months Ended

Dec 3, Sepl 30, Juneds,  March M,
018 2018 2018 2018

008 3 BH66T 3 0470 5 T.053
4,803 4,220 3,008 3285
4,105 4,447 3462 3,768
1,838 1,704 1,578 2211
1,544 1599 1572 1621
3.382 3,603 3.150 3832

723 844 3z (64)
L (94) (163} 389
£22 750 147 325

175 186 (54) (148)
647 & 64 % 201 § 473
004 & 003 3 00l & 0,03
003 § 003 5 00l § .03
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2014-09
Topic606
2018
2021
ASC 710-10-25
8
ASC718 — 2006
2006
ASC730
ASC820
2019
ASC820
ASC820
2021
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2016 13
2016-02 Topic 842
2016-02

2019

2018 12 16
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2014 20.315
2037 12 31 15.315
2038 20 15
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2014 15.315
2037 12 31
2038 15
ETF
30%
10
2014 20.315
2037 12 31 15.315
2038 20 15

124/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

(©)

NISA

NISA NISA 120

20
NISA

G

(6

*

5,000

125/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

JDR

JDR
18 108 185
JDR

JDR

JDR JDR

JDR JDR
JDR JDR 29
31

JDR

TTB

JDR

126/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

JDR

JDR

JDR

JDR

127/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

127

JDR

JDR

JDR

JDR

128/143



22

5,000

129/143

EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

JDR

19



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

5,000

JDR

28
21

130/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

JDR

JDR

JDR

JDR

131/143



a

Q@

G

JDR

103

132/143

EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

44



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

JDR

100

42

133/143



190
JOR
JDR
JDR
JDR
JDR
JDR

103

JDR

163

190

134/143

EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

190

JDR

JDR

JDR

JDR

48



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

JDR

JDR JDR

14

40 34 29

JDR

135/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn
58

JDR

JDR

JDR JDR

JDR

JDR

JDR

JDR

136/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn
JDR

JDR

JDR
JDR

JDR JDR
JDR JDR

137/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

2018 2018 12 31 2019 15
2019 15
2019 2019 2019 31 2019 10
2019 2019 2019 30 2019
2019 2019 2019 30 2019 11 12
24 19
2019

138/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

139/143



EDINETOOOO
000000000000000000000000000(E33426)
oooooog

Consent of Independent Registered Public Accounting Firm

Techpoint, Inc.
San Jose, California

We hereby consent to the reference to our firm under sections “ V-5 outline of Corporate Governance and VI.
Financial Condition” in Part I “ Information of the Company” and to the use of our report dated March 13,

2020 with respect to the consolidated financial statements of Techpoint, Inc., included in the Annual
Securities Report for the year ended December 31, 2019 filed with Kanto Zaimu Kyoku in Japan.

/s/ BDO USA, LLP
San Jose, California

March 13, 2020

140/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

2019 12 31
2020 13

/s/ BDO USA, LLP

2020 13
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Report of Independent Registered Public Accounting Firm

Shareholders and Board of Directors
Techpoint, Inc.
San Jose, California

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of Techpoint, Inc. (the “ Company” ) and
subsidiaries as of December 31, 2019 and 2018, the related consolidated statements of operations and
comprehensive income, stockholders’ equity, and cash flows for each of the three years in the period ended
December 31, 2019, and the related notes (collectively referred to as the “ consolidated financial
statements” ). In our opinion, the consolidated financial statements present fairly, in all material
respects, the financial position of the Company and subsidiaries at December 31, 2019 and 2018, and the
results of their operations and their cash flows for each of the three years in the period ended December
31, 2019, in conformity with accounting principles generally accepted in the United States of America.

Change in Accounting Method Related to Leases and Revenue

As discussed in Note 1 to the consolidated financial statements, the Company changed its method of
accounting for leases during the year ended December 31, 2019, due to the adoption of Topic 842, “ Leases”
and changed its method of accounting for revenue during the year ended December 31, 2018, due to the
adoption of Topic 606, “ Revenue from Contracts with Customers.”

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’ s management. Our
responsibility is to express an opinion on the Company’ s consolidated financial statements based on our
audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board
(United States) (“ PCAOB” ) and are required to be independent with respect to the Company in accordance
with the U.S. federal securities laws and the applicable rules and regulations of the Securities and
Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are
free of material misstatement, whether due to error or fraud. The Company is not required to have, nor were
we engaged to perform, an audit of its internal control over financial reporting. As part of our audits we
are required to obtain an understanding of internal control over financial reporting but not for the purpose
of expressing an opinion on the effectiveness of the Company’ s internal control over financial reporting.
Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the consolidated
financial statements, whether due to error or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements. Our audits also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements. We believe that our audits provide a reasonable basis for our opinion.

(Signed BDO USA, LLP)

We have served as the Company®s auditor since 2015.

San Jose, CA

March 13, 2020
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