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2020 2019 2018 2017 2016
34,339 32,027 31,008 31,142 27,156
(3,554,087) (3,314,795) (3,218,643) (3,223,198) (2,810,647)
16,132 16,387 15,316 13,221 12,735
(1,669,662) (1,696,055) (1,585,206) (1,368,374) (1,318,073)
18,207 15,640 15,782 17,921 14,421
(1,884,425) (1,618,740) (1,633,437) (1,854,824) (1,492,574)
7,244 6,468 7,331 5,383 4,380
(749,754)  (669,438)  (758,759)  (557,141)  (453,330)
7,265 6,777 6,636 6,193 4,678
(751,928)  (701,419)  (686,825)  (640,975)  (484,173)
14,509 13,245 13,967 11,576 9,058
(1,501,682) (1,370,857) (1,445,584) (1,198,116)  (937,503)
3,698 2,395 1,815 6,345 5,363
(382,743)  (247,883)  (187,853)  (656,708)  (555,071)
218 54 229 73 0
(22,563) (5,589) (23,701)  ( 7,556) ( 0
3,016 2,449 2,044 6,272 5,363
(405,306)  (253,472)  (211,554)  (649,152)  (555,071)
574 255 159 2,515 1,882
(59,409) (26,393) (16,456)  (260,302)  (194,787)
3,342 2,194 1,885 3,757 3,481
(345,897)  (227,079)  (195,098)  (388,850)  (360,284)
_ _ _ 1,936 2,627
O) O €)  (200,376)  (271,895)
3,342 2,194 1,885 1,821 854
(345,897)  (227,079)  (195,098)  (188,474) (88,389)
0.19 0.13 0.11 0.25 0.24
20) 13) 1D (26) (25)
0.19 0.12 0.10 0.24 0.23
(20) (12) (10) (25) (24)
17,587,804 17,283,133 16,982,648 7,145,641 3,493,946
17,929,541 17,875,971 17,991,131 8,056,329 4,358,387
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2020 2019 2018 2017 2016
2,725 3,417 4,440 4,359 1,608
(282,038) (353,660)  (459,540)  (451,157)  (166,428)
2,093 18,053 376 170 346
( 216,626) ( 1,868,486) ( 38,916) ( 17,595) ( 35,811)
61 86 341 7,341 719
(6,313) (8,901) (35,294  (759,794) ( 74,417)
693 14,550 4,405 11,530 543
(71,725) ( 1,505,925) (455,918) (1,193,356)  (56,200)
2019 2018 2017 2016 12
2020 2019 2018 2017 2016
132 117 68 31 15
(13,662) (12,110) (7,038) (3,209) (1,553)
543 502 355 273 102
(56,201) (51,957) (36,743) (28,256) (10,557)
811 796 941 1,144 322
(83,938) (82,386) (97,393) (118,403) (33,327)
1,486 1,415 1,364 1,448 439
(153,801) (146,453) (141,174) (149,868) (45,437)
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2020 2019 2018 2017 2016
12,084 11,391 25,941 21,536 10,006
(1,250,694)  (1,178,969)  (2,684,894)  (2,228,976) (1,035,621)
17,567 9,475 - _ _
(1,818,185) (980, 663) ©) ©) ©)
647 535 611 325 401
(66,965) (55,373) (63,239) (33,638) (41,504)
43,219 38,546 30,706 26,592 15,552
(4,473,167)  (3.989,511)  (3,178,071)  (2,752,272) (1,609,632)
5,454 5,534 1,919 1,491 2,226
(564,489) (572,769) (198,617) (154,319) (230, 391)
- - - - 8,794
D) ) ©) ©) (910,179)
37,373 32,380 28,631 24,968 13,236
(3,868,106)  (3.351,330)  (2,963,309)  (2,584,188) (1,369,926)
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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2013
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2020 12 2019 12
53 34 2020 12 2019 12
47 66 2020 12 2019 12
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203
2020 12 COVID-19
IMF 2021 1 2020
3.5 2020 10 0.9 2021
5.5 0.3 2021 5.1 3.1
2020 10 2.0 0.8
8.1 11.5
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 IP
HD
2019 3,045 2035 1,237

Automotive Camera Market Analysis2019-2020 2020
SD
HD

2016
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[
2019 10 7 BIS Hikvision BIS
EAR BIS
/
EAR
BIS
EAR
Hikvision
2020 6 12 Hikvision
1999 1237 2020 11 12
2020 12 2019 12
(Original Design Manufactures“ ODM” )
2020 2019 2019 2018
( C
34,339 32,027 2,312 7% 32,027 31,098 929 3%
(3,554,087) (3,314,795) (239,292) (3,314,795) (3,218,643) (96,152)
2020 12 2.3
7.4 104
22 5.1
2019 12 0.9
6.1 147
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5.1
2019 12 2018 12
2020 2019 2018
........................... 64% 73% 84%
........................... 19 13 3
........................... 14 11 9
........................... 2 3 4
........................ 1 0 0
.................. 1000 100 100
2020 2019 2019 2018
( «C »
16,132 16,387 255 2% 16,387 15,316 1,071 %
(1,669,662) (1,696,055) ( 26,393) (1,696,055) (1,585,206) (110,849)
53% 49% 49% 51%
2019 12 0.3 49 53
1.1 16 0.8
1.1 51 49
23 0.4
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2020 2019 2019 2018
( «C »
7,244 6,468 776 12% 6,468 7,331 863 12%
(749,754)  (669,438) (80, 316) (669,438)  (758,759) ( 89,321)
2020 12 2019 12 0.8 12
1.0 0.1
0.1 0.4
2019 12 0.9 12
1.5 0.3
0.2 0.1
2020 2019 2019 2018
( C »
7,265 6,777 488 ) 6,777 6,636 141 2%
(751,928)  (701,419)  (50,508) (701,419)  (686,825)  (14,594)
2020 12 2019 12 0.5
0.8
0.3
2019 12 0.1
0.3 0.1
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2020 2019 2019 2018
( C D)
218 54 164 304% 54 229 175 76%
(22,563) (5,589) (16,974) (5.589) (23,701)  ( 18,113)
2020 12 2019 12 0.2 304
2019 12 0.2 76
“ FDIN
2020 2019 2019 2018
( C D)
574 255 319 125% 255 159 96 60%
(59,409)  (26,393) (33,017) (26,393) (16,456) (9,936)
2020 12 2019 12 0.3 125
2019 12 0.1 60
2020 12 1.1 52
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Phitec Electronic (HK)
Inc. Limited

15,853 46

18,412 57
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2020 12 31 39.3
8.1
2.9
2019 12 31 27.9
3.8
2020 12 31 3.9
0.1
2019 12 31 10.7
(Topic 842)
2020 12 31 5.5
0.5
2019 12 31 5.5
1.3
0.5
2020 12 31 2019 12 31
2019 12 31 2018 12 31
(Topic 842)
2020 12 31 37.4

2020 12
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2019 12 31

0.7

2018 12 31
14.6

2019 12 31

2018 12 31
8.2
1.1

2019 12 31
0.6
0.2

2018 12 31
1.4

11.4

1.4

6.7

9.3

0.1

3.6

(Topic 842)

0.2

0.5

2019 12 31
3.3
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2019 12 31 32.4 2018 12 31 3.7 13
2019 12 2.2
1.6
2020 12 31 2019 12 31 29.7 20.9
12
2020 2019 2018 12 31
2020 2019 2018
( « »
2,725 3,417 4,440
(282,038) (353,660) (459,540)
2,093 18,053 376
( 216,626) ( 1,868,486) ( 38,916)
61 86 341
(6,313) (8,901) (35,294)
693 14,550 4,405
(71,725) ( 1,505,925) (455,918)
2020 12 2.7 3.3
2.9
3.5
3.0 0.6
0.6 0.5
0.3
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2019 12 3.4 2.2
3.0
1.8
4.6
1.4
1.2

2018 12 4.4 1.9
2.1
0.5

0.34
0.2

2020 12 2.1
12.6 0.5
11.0

2019 12 18.1
17.7

2018 12 0.4

2020 2019 12 0.1 0.1

2018 12 0.3

2020 2019
2018

2020 12 2019
12 2018 12 10
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2020 2019 2018 12 31 10
2020 12 31
2020 12 31
1 1 3 3
............ 1,006 740 266 —
(104,121) (76,590) (27,531) —
.................................... 360 267 93 —
(37,260) (27,635) (9,626) —
.......................................... 1,366 1,007 359 —
(141,381) (104,225) (37,157) —
2020 12
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International Sales Representative Agreement
Phitec
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2020
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2020 12 31
75,000,000 17,697,897 57,302,103
5,000,000 - 5,000,000
2020 12 31
7,835
2017 2.38
0.0001
709,180 2020 12 31
458,850
458,850
2020 12 31 2017
5,485,779
2017
SAR
2020 12 31
17,697,897
17,697,897
JDR
JDR 2020 12 31 JDR 6,334,709

56/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

2020 12 31

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

2020
2020 12 31 80,646 17,581,224 0 2 0 207
2020 12 31 116,673 17,697,897 0 2 0 207

2017
2017 29
2017 31
2020 12 31
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2020 12 31
6 4,257,638 24.06
79 3,339,001 18.87
3,537 10,101,258 57.07
3,622 17,697,897 100.00
JDR JDR
JDR
JDR
2020 12 31
1,818,888 10.28
1,788,888 10.11
24777 1,500,000 8.48
1,360,000 7.68
995,888 5.63
995,000 5.62
970,000 5.48
1 660,800 3.73
101 265,000 1.50
177,000 1.00
10,531,464 59.51
JDR JDR

JDR

JDR

JDR
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JOBS SOX
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SEC

SOX

SEC

162(m)
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(a

O

(c

@

(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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|
(a
(b
Code of Anti-Social Force Exclusion
Code of Anti-Social Force Operating Procedures
14
2020 12 31
®
CEO
2012
1959 CEO 1,818,888 (7)
2020 ®)
CTO
2012 10
3,325,888
1957 10 ®
2020 ®)
1963 10 (CFO) 2020 11 ®
1953 11 18 2020 (6) 995,000 (10)
[ENIATRNED)
@) 1956 13 2020 ®) 140,000 (11)
1957 28 2020 ®) 10,625 (12)
[ENIATRNED)
W@ 1965 11 2020 ® 28,125 (13
(¢! 162(m)
(¢
G
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“
G

G

@

€]

©

(10

11

12

(13

1994

Hypres

2021

1,334
3,

2021

1,36

500
65,0
23,

45,

7,50
1

2012
Techwell, Inc.

1994

2012

2020

0,000

2021

00

646

000

0
0,000

2010

CEO

1996

1996

970,000
64,537
7,500
95,000
2021
7,500
Intersil Corporation
1994 1996

Adaptec, Inc.

SMOS Systems, Inc.

64/143

EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)

2021
79,200 28,800

995,888

23,463 2021

3,666

2021

19,688

2021

7,500

CEO
1997

2010
Sigmax Technologies, Inc.
CD-ROM
1987

2012

1994
RICOH USA

CT0 2018
2010
1998 2010

1991
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OooooOodd
2020 11
RGP ) Resources
Connection, Inc. 2016 2020
SEC RGP 2008 2016
DNA Complete Genomics, Inc.
2005 2008 Techwell, Inc.
MBA
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 2018 11 1993 2012
2004 2010
2016 1999

2015
1996
1999
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2020

162(m)

5 5
5 5
5 5
Internal Auditor
CEO

CEO

2014 12
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409 543

(42 ) B (56 ) B
409 543

(42 ) - (56 ) -
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2020
2020
1
2020 128,750 25,750 154,500
2020 128,750 25,750 0 154,500
2020 170,000 4,250 289,250 1) 463,500
@ FASB 718 ASC 718
@ 2020 11
170,000 1 2020 50,682
2020 11 65,000 65,000
4.45 13,000
3,250
2020 12 31
2020 12 31
)
6/27/17 79,200 28,800 $2.93 6/27/27
6/27/17 64,537 23,463 $2.93 6/27/27
- - $
(¢
2020 12 31
13,000
11/4/20 65,000
3,250
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2017

2020

2020

2020

2021

2020

2017

2017

2018

422

2027

7,500
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22,500 30,000
7,500
7,500 2021
7,500
7,500 2021
7,500
7,500
7,500
7,500 2021
7,500
2017 10
SAR
2,500,000
10,000,000
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10 1S0

2020 12 31
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31

131

134

103.5

38

32 12

40

SEC

2020 12 30
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2018 12 31 2019 12 31 2020 12
SEC Form 10-K
59

BDO USA, LLP

321 35
193



0.0001
2020 12 31
5,000,000 5,000,000
2020 12 31
0
0.0001
2020 12 31
75,000,000 75,000,000
2020 12 31
17,690,062 17,449,572

0.01
2019 12 31

2019 12 31

0.01
2019 12 31

2019 12 31
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2020 12 31 2019 12 31
12,084 1,250,694 11,391 1,178,969
17,567 1,818,185 9,475 980,663
118 12,213 107 11,075
8,901 921,254 6,048 625,967
614 63,548 875 90,562
39,284 4,065,894 27,896 2,887,236
647 66,965 535 55,373
588 60,858 677 70,070
959 99,257 1,058 109,503
1,741 180,193 8,380 867,329
43,219 4,473,167 38,546 3,989,511
1,457 150,799 1,535 158,872
2,523 261,130 2,012 208,241
19 1,967 67 6,935
735 76,073 1,371 141,899
720 74,520 549 56,822
5,454 564,489 5,534 572,769
392 40,572 632 65,412
5,846 605,061 6,166 638,181
2 207 2 207
22,523 2,331,131 20,928 2,166,048
41 4,243 15 1,553
14,807 1,532,525 11,465 1,186,628
37,373 3,868,106 32,380 3,351,330
43,219 4,473,167 38,546 3,989,511
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2020 2019 2018
34,339 3,554,087 32,027 3,314,795 31,098 3,218,643
16,132 1,669,662 16,387 1,696,055 15,316 1,585,206
18,207 1,884,425 15,640 1,618,740 15,782 1,633,437
7,244 749,754 6,468 669,438 7,331 758,759
7,265 751,928 6,777 701,419 6,636 686,825
14,509 1,501,682 13,245 1,370,857 13,967 1,445,584
3,698 382,743 2,395 247,883 1,815 187,853
- 218 22,563 54 5,589 229 23,701
3,916 405,306 2,449 253,472 2,044 211,554
574 59,409 255 26,393 159 16,456
3,342 345,897 2,194 227,079 1,885 195,098
0.19 20 0.13 13 0.11 11
0.19 20 0.12 12 0.10 10
17,587,804 17,283,133 16,982,648
17,929,541 17,875,971 17,991,131
3,342 345,897 2,194 227,079 1,885 195,098
2020 11
56 5,796 15 1,552 - -
3,398 351,693 2,179 225,527 1,885 195,098
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( )
2017 12 31 16,752,171 2 17,580 — 7,386 24,968
(207)  (1,819,530) o (764,451)  (2,584,188)
368,632 - 423 - - 423
©) (43,781) ©) o) (43,781)
10,500 . - _ _ _
©) ©) ©) ©) ©)
796 - 9 - - 9
©) ( 932) ©) ©) ( 932)
_ _ 1,364 - - 1,364
©) (141,174) e) ©) (141,174)
_ _ - - 1,885 1,885
o) o) o) (195,098) (195,098)
2018 12 31 17,130,507 2 19,358 _ 9,271 28,631
(207)  (2,003,553) ©) (959,549)  (2,963,309)
- _ _ - 15 - 15
©) ©) ( 1,553) ©) ( 1,553)
249,848 - 243 - - 243
©) (25,150) ©) ©) (25,150)
82,600 - - _ _ _
©) ©) ©) ©) ©)
13,383 . 88 - _ 88
©) ( 9,108) ©) ©) ( 9,108)
_ _ 1,415 _ - 1,415
€ (146,453 ©) €)  (146,453)
_ _ - - 2,194 2,194
() ) o) (227,079) (227,079)
2019 12 31 17,449,572 2 20,928 15 11,465 32,380
(207)  (2,166,048) ( 1,553) (1,186,628)  (3,351,330)
. _ - - 56 - 56
©) ©) (5,796) ©) (5,796)
123,817 - 224 - - 224
©) (23,185) ©) ©) (23,185)
141,175 _ - _ _ _
) ©) e) ©) ©)
24,502 - 115 - - 115
©) ( 11,903) ©) ©) ( 11,903)
_ - 1,486 - - 1,486
©) (153,801) ©) o) (153,801)
_ _ _ - 3,342 3,342
) o) o) (345,897) (345,897)
2020 12 31 17,690,062 2 22,523 41 14,807 37,373
(207)  (2,331,131) (4,243)  (1,532,525)  (3,868,106)
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2020 2019 2018
3,342 345,897 2,194 227,079 1,885 195,098
358 37,054 331 34,258 244 25,253

1,486 153,802 1,415 146,453 1,364 141,174
141 14,594 — - — -

3 311 - - 57 5,900
164 16,974 710 73,485 301 31,153
78 8,073 117 12,110 92 9,521
684 70,794 643 66,551 - -
11 1,139 129 13,352 143 14,801
3,017 312,260 4,551 471,029 339 35,087
330 34,155 128 13,248 42 4,347
13 1,346 11 1,139 56 5,796
76 7,866 621 64,274 151 15,629
546 56,511 1,231 127,409 145 15,008
636 65,826 1,369 141,692 4 414
101 10,454 350 36,225 - -
553 57,236 325 33,638 23 2,381

2,725 282,038 3,417 353,660 4,440 459,540

508 52,578 316 32,706 376 38,916
12,594 1,303,479 17,737 1,835,780 - —
11,009 1,139,431 — - - -

2,003 216,626 18,053 1,868,486 376 38,916
176 18,216 174 18,009 407 42,126
115 11,903 88 9,108 9 932

— - - - 57 5,900
61 6,313 86 8,901 341 35,294
693 71,725 14,550 1,505,925 4,405 455,918

11,391 1,178,969 25,941 2,684,894 21,536 2,228,976

12,084 1,250,694 11,391 1,178,969 25,941 2,684,894

67 6,935 35 3,623 44 4,554
51 5,279 89 9,212 173 17,906
44 4,554 67 6,935 74 7,659
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2012 2017
2015 11 2016
us
GAAP
(oom)
ASC Topic606 ASC606
ASC606
FOB (free on board)
GAAP
CovID-19
2020 COVID-19
2020
COVID-19 COVID-19
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COVID-19
2020
COVID-19
COVID-19 COVID-19
12 31 12
2020 2019 2018
A 46% 57% 76%
B 12% * *
10% * *
A 28% 50% 62%
*10%
¢! A A
TSMC UmMC
ASE Sigurd
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50

2020 12
2019 12 0.2 0.7

360 ASC360
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401k
401k

2018 2018
2018-07

740-10 ASC740-10

740-10

740-10

50%

740-10
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2018
Topic820
2016
SEC
2022 12 16
2019 12
12 16
2021
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2018-13
2018-13 2019 12 16
2020 12 31
2016-13 - Topic326
SEC
2019-12 Topic740
2019-12 2020
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2020 12 31 2019 12 31
$4,925 $2,529
3,976 3,519
$8,901 $6,048

2020 12 31 2019 12 31
$1,851 $1,405
84 89
36 30
1,971 1,524
1,324 989
$647 $535

2020 2019 2018 12 0.4 0.3 0.2

2020 12 31 2019 12 31
$931 $283
889 780
346 72
258 637
60 194
25 31
14 15
$2,523 $2,012

2020 12 31
2019 12 31 0.7 1.4
2020 12 31 12
2019 12 31 1.4
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2020 12 31
$6,400 $- $- $6,400
1,750 - - 1,750
17,286 53 2 17,337
$25,436 $53 $ 2 $25,487
$6,400
17,567
1,520
$25,487

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

2020 12 31
$23,916 $23,967
1,520 1,520
$25,436 $25,487

2020 12 31
12 2.6 1,718
2020 12 31
50
2020 12 31
2020 2019 12
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2020 12 31
$6,400 $- $- $6,400
- 1,750 - 1,750
- 17,337 - 17,337
$6,400 $19,087 $- $25,487
2019 12 31
$2,027 $- $- $2,027
- 6,962 - 6,962
- 12,931 - 12,931
$2,027 $19,893 $- $21,920
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2020 2019 2018
$22,105 $23,533 $26,175
6,587 4,061 897
4,660 3,414 2,685
610 908 1,310
377 111 31
34,339 32,027 31,098
2020 2019 2018
$18,235 $10,849 $4,773
16,104 21,178 26,325
$34,339 $32,027 $31,098
2020 12 31 2019 12 31
$575 $409
33 49
20 54
12 4
7 19
$647 $535
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Ogoooood
2019 ASC842
2022 12
2020 12 31 2019 12 31
( )
2020 12 31 2019 12 31
$959 $1,058
720 549
270 518
$990 $1,067
2020 2019 2018 12 0.8
0.7 0.6 2020 2019 12
24
(
)
2020 2019
$739 $686
$739 $695
Topic 842) $- $839
$585 $997
1.40 years 1.94
6.0% 6.0%
2020 12 31
2019 12 31
Topic 842
2020 12 31
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2020 12 31
2021 12 740
2022 12 266
$1,006
16
$990
2020 12 31 2023
2021 2022 2023 12 31 0.3
0.1 22
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2020 12 31
2020 12 31
2020 12 31
12 31
2019 12 31
12 31
2017

2019 12 31
2019 12 31

0.0001
17,690,062
7,835

0.0001
17,449,572
51,006
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0.0001

75,000,000

75,000,000
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5,000,000
2020
2019
2020 12 31
1,175,865
5,485,779
6,661,644
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2012 2012 2012
10
110 2012
10
2012 2017 2017
2012 2012
2017 2017 2017 2017
JDR 2017
2017 2012
2012 2017 2017
2012
2017 2017 2018 2027
2020 2017
700,023 2017 422
2019 12 31 4,847,877
700,023
206,500
144,379
2020 12 31 5,485,779
2020 2019 12
2018 12 0.1
27,333 2020 2019 2018 12
3,334 5,584
6,834 2020 2019 12 31 7,835 51,006 19 0.1
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OooooOodd
2019 12 31 850,334 $2.30 6.8 $3,587
[¢)) 123,817 $1.81
9,502 $2.24
2020 12 31 717,015 $2.38 5.9 $3,024
2020 12 31
717,015 $2.38 5.9 $3,024
2020 12 31
551,771 $2.25 5.8 $2,400
¢l
2020 12 31
$0.16 32,850 3.1 $0.16 32,850 $0.16
$0.37 52,084 4.4 $0.37 52,084 $0.37
$0.97 73,567 5.2 $0.97 65,949 $0.97
$2.51 113,152 5.7 $2.51 87,384 $2.51
$2.89 43,000 6.2 $2.89 30,000 $2.89
$2.93 298,922 6.4 $2.93 216,649 $2.93
$3.18 103,440 6.6 $3.18 66,855 $3.18
717,015 5.9 $2.38 551,771 $2.25
2020 2019 2018 12 0.2 0.9
2.9
10
2019 12 31 503,900 $8.48
206,500 $4.44
116,673 $8.18
134,877 $8.10
2020 12 31 458,850 $6.85
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2020 12 31

JDR

@iv)

—JDR
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OooooOodd
2020 2019 2018
$132 $117 $68
543 502 355
811 796 941
$1,486 $1,415 $1,364
3.2 3.3
O)
D) (i)
(W)
JOR
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2020 12 2019 12 2018 12 2020
12 2019 12 2018 12
4.44 7.27 11.09
2020 12 ,2019 12 2018 12
2018 2018 2018-07

91/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)

oOoOooodn
2020 2019 2018
$3,342 $2,194 $1,885
$3,342 $2,194 $1,885

17,587,804 17,283,133 16,982,648

341,737 592,838 1,008,483

17,929,541 17,875,971 17,991,131

$0.19 $0.13 $0.11
$0.19 $0.12 $0.10
678,000 2020 12 31 382,000 2019 12 31 155,000 2018 12
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ooooOoog
2020 2019 2018
$3,664 $2,226 $1,866
252 223 178
$3,916 $2,449 $2,044
2020 2019 2018
$453 $315 $36
39 56 30
1 1 1
493 372 67
81 117 92
$574 $255 $159
2020 2019 2018
21.00% 21.00% 21.00%
0.02 0.03 0.03
5.54 9.81 7.73
4.98 6.14 5.26
‘ FOIN 7.43 11.18 3.26
0.44 1.23 0.44
2.07 3.03 3.40
14.669% 10.44y 7. 74y
2020 2019
$85 $85
533 452
363 372
100 164
234 264
126 122
1,441 1,459
618 538
126 95
98 149
11 -
235 244
$588 $677
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2020 2019
2018 0.1
2020 12 31
1.2 2032 2020 12 31
0.9
IRC
2020 12 31 0.3
0.2
2020 12 31 0.1
2020 2019
$295 $293
71 64
29 62
$337 $295
2020 12 31 2019 12 31 4,500 2,900
2017 2020 2016 2020
2020 27 Coronavirus Aid, Relief, and Economics Security CARES
CARES NOL
2020 12 27 2021 CAA2021
600
COVID-19 2020 COvID
2020 Taxpayer Certainty and Disaster Tax Relief Act of 2020 CAA2021
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2020 CARES CAA2021 CARES

CAA2021

11
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Techpoint, Inc.
Consalidated Balance Sheets
(in thousands, except share and per share am ounts)

Decembser 31, Diecem ber 31,

200 2019
Assets
Current assets:
Cash and cash equivalents 5 12084 3 11,391
Short-term investments 17,567 Q475
Accounts receivable 118 107
Inventory 8,901 6%
Prepaid expenses and other current assets 614 B75
Tatal current assets 39,284 27,896
Property and equipment - net 647 535
Deferred tax assets 588 ary
Right-cf-use assets o059 1,058
Other assets 1.741 8,380
Taotal assets 5 43219 5 38546
Liabilities and Stockholders” Equity
Current liabilities:
Accounts pavahle 3 1457 % 1,535
Accrued liabilities 2,523 2012
Liabality related to early exercised stock oplions 19 67
Customer deposits 735 1,371
Lease Labilities 720 549
Total current liabilities 5,454 3,334
Cither liabilities 392 632
Total liabilities 5,846 5,166
Commitments and contingencies (Mate 5)
Stockholders” equity
Preferred stock, par value 30,0001 per share - 5,000,000 shares authorized as
of December 31, 2020 and 2019, ml shares ssued and outstanding as of
December 31, 2020 and 2019. — —
Common stock, par value 300001 per share - 75,000,000 shares authonzed
as of December 31, 2020 and 2019, 17,600,062 and 17,449,572 shares issued
and outstanding as of December 31, 2020 and 2019, respectively 2 2
Additonal paid-in capital 22523 20928
Accumulated other comprehensive income (loss) 41 (15)
Retamed sarnings 14,807 11,465
Tetal stockholders” equity 37,373 32,380
Total habilities and stockholders” equity 3 43& 5 33&

See accompanying notes 1o consolidated financial statements,
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Techpoint, Inc.
Consolidated Statements af Operations and Com prehensive Income
(in thousands, except share and per share am ounts)

Year Ended
December 31,
R 2019 2008

Revenue b 343390 % 32,027 3 31,098
Cost of revenue 16,132 16,387 15,316
Gross profit 18,207 15,640 15,782
Operaling expenses

Research and development 7.244 6,468 7331

Selling. general and adm inistrative 7,265 6,777 6,636

Tetal operating expenses 14, 506 13,245 13,967

[ncome from operations 3,608 2,395 1,815
Orher income - net 218 54 229
Income before income taxes 3916 2,449 2,044
Income tax provision 574 255 159
Met income 5 1342 3 2194 3 | B85
Met income per share:

Basic % 01% % 013 3% (11

Diluted 5 019 % 01z 3 0.10
Weighted-average shares outstanding used in computing
net income per share:

Basic 17,587,804 17,283,133 16,982,648

Diluted 17,9249 541 17.875,971 17,991,131
Comprehensive meome:
Met income b3 3342 % LI 5 1,885
Other comprehensive incom e (loss), net of ti

Unrealized gain (loss) on available-for-sale debt

secarities 56 (15}
Comprehensive moome 3 3398 3 2179 3 1,885

See accompanving notes 1o consolidated Minancial statements.
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Techpoint, Inc.
Consolidated Statements of Stockholders’ Equity
{in thowsands, except share amounts)

o Uemmen Med
Agcurminlaied
A ddirisnal Dl Towal
Faid I Coampraluamst Boisbued  Stoddeddrs®
Sharey e Caphisl Evcmme {Lasn) Formingn Equiiy

Balances as of December 51, 2017 16752170 3 T 8 1758 % — & 7386 § M5

Lssuanc e of comman stock opon exercise of slock

options and vesting of early exercised options EaRak2 — 415 - - 41

Issuance of common stock upon vesting of restricied

stosck unils 10,500 -_— . - -_—

Shares repurchiased for to withholdings on vesting of

restricied stock mits o] (] (L))

Stockdmed compensation . —_— 1,564 — - 1364

Met mcome . — - — -1 1,285
Balances as of December 31, 2018 17150207 § 2 5 1938 § - 3 2271 5 IRl

Oither comypreheesive boss < imrealized boss on

svailable-forsale debt secarities - — - (15} — (15}

Tesumce of connmon sleck upon exercise of stock

opticns wd vesting of early exercised options TAD AR - 243 — — 43

Tssume of common sleck pon vesting of restricied

stk units B2y - - — -_ -

Shares repirchmed for e sithhaldings on vesting of

reatristod dock imats (13383} — (B} — = (B}

Saock e compensation — — 1415 — — 1413

et merne — — = = —RIM LM
Balanoes as of December 31, 2018 17440572 § I 3 oms § (15 5 11465 § 32380

Oiher comprohicrsai'e w amme - imrcaleed gain on

available-forsale debl searities - - —_ 55 - ]

Temat ¢ ol comman #ock upon oxiorcise of dock

options ad vesting of carly exarcised options 128817 — M4 — _— el

Issuans ¢ of commin stock upon vesting of rostrictod

stosck unils 141,175 - - - - -

Sharcs repurchased Tor tax withholdings on vesting o

restricied stock units (24,502 ) — (115 — — (113}

Stock-based compomsation —_ —_ 1,486 — — 1454

et Income . = . = 3342 332
Balances as of December 51, 2020 17 r 1 £ 535 & a1 & laent £ 374

See accompanying notes to conselidated financial statements
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Techpoint, Inc.
Consolidated Statements of Cash Flows
(in thousandsy
Year Ended
December 31,
202 2019 2%
Cash Flows From Operating Activities
Met ncome 5 3342 & 2194 % 1,885
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation and amortization 358 331 244
Stock-based compensation 1,486 1.415 1,364
Agcretion of investment premium, net of amortization of
discount 141 — —
Write-off of deferred costs and long lived assets 3 — 57
[nventory valuation adjustment 164 T 301
Deferred income taxes T8 (117} 92
Moncash lease expense LE] 643 —
Changes in operating assets and liabilities:
Accounts receivable (1) 129 (1433
Inventory (3.017) (4,551 339
Prepaid expenzes and other current assets 330 128 42
Other assets {13) {11} {56)
Accounts payable (76} 621 151
Accrued expenses 546 1,231 145
Customer deposits (636 1,360 43
Lease habalities (1013 (3500 —
Other liabulities (553) (325} 23
Met cash provided by operating activities 2725 3417 4,440
Cash Flows From Investing Activities
Purchase of property and equipment (508) (316) (376)
Purchase of debt securities (12,5%4) (17.737)
Proceeds from maturities of debt securities 11,009 — -
Met cash used in investing activities (2083) (180583 (376)
Cash Flows From Fimincing Activitics
MNet proceeds from exercise of stock oplions 176 174 407
Payment For shares withheld for tax withholdings on vesting of
restricted stock units (115) (£3) (1))
Payments of deferred costs — — (571
Met cash provided by financing activities 61 B6 341
Met incrense (decrease) in cash and cash equivalents a3 (14,5507 4,405
Cash and cash equivalents a1 beginning of period 11,391 25,941 21,536
Cash and cash equivalents a1 end of period ] 12084 5 11.391 § 234941
Supplemental Disclosure of Cash Flow Information
Cash paid for income taxes 5 67 5 35 8 44
Supplemental Disclosure of Noncash Investing and Financing
Information
Property and equipment purchased but not vet pad b 51 8 B8 173
Vesting of early exercised options 5 EE1 67 5 T4

See accom panying notes 1o consolidated Minancial statements.
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Techpoint, Ine.
Notes to Consolidated Financial Statements

1. Organization and Summary of Significant Accounting Policies
Chrganization

Techpomnt, Inc. (together with its whollv-owned subsidiaries, the “Company”, “we”, “us” and “our”) was
onginally incorporated in California in April 2002 and reincorporated in Delaware in July 2017, The Company 15 @
fabless semiconductor company that desgns, markets and sells mixed-signal mtegrated circuits for multiple video
applications in the security surveillance and automaotive markets. The Company is headquartered in San Jose,
California.

Basis of Consolidation and Significant Accounting Policies

The accem panyving consolidated hnancial statements include the accounts of the Company, and have been
preparad in conformity with generally accepted accounting principles in the United States (“GAAP™) and applicable
rules and regulations of the Securities and Exchange Commission (“SEC™). All intercom pany balances and
transactions have been eliminated. The functional currency of each of the Company’s subsidianies i1s the U5, dollar,
Foreign currency gains or losses are recorded as other income- net in the Consolidated Statements of Operations,

Revenue Recognition

The Compary principally sells its products to distributors who, in tum, sell to original design manufacturers
(0D}, contract manufacturers and design houses. The Company accounts for revene under Accounting
Standards Codification (“ASC™) Topie 606 (“ASC 606™), Revenne from Contracts with Customrs, Under ASC 606,
the Company satisfies its performance obligations and primanly recognizes revenie upon shipment, al which time
control of 1ts products 15 transferred 1o 1ts customers. The Company applies the following five-step mode] for
recognizing revenue from contracts with customers: (1) identify the contract with a customer, (2) identify the
performance ohligations in the contract; (3) determine the transaction price; (4) allocate the transaction price to the
performance chligations in the contract; and (5) recognize revenue when the performance ohligation is satisfied,

Product revenue consists of sales of mixed-signal integrated circuits into the secunty surveillance and
automaotive markets, The Compeany generally requires advance payments from customers and records these advance
pavments, of contract liabalities, as customer deposits on its consolidated balance sheet, Since the Company's
performance obligations relate to contracts with a duration of less than one year, the Company has elected o apply
the optional exemption practical expedient provided m ASC 606 and 15 therefore not required to disclose the
agpregate amount of the transaction price allocated to performance ohligations that are unsatisfied or partially
unsatisfied at the end of the reportmg pericd. The Company provides product assurance warranty only and does not
offer warrantics to be purchased separately. The Company allocates the transaction price to each distinct product
based on @ relative standalone selling price, Revenue is recognized when control of the product is transferred to our
custemers, upon shipment, at which ime the performance obligation s satisfied. The Company's shipping terms are
primarily FOB (free on board) shipping point, whereby legal title, nisks and rewards of ownership, and physical
possession are twansferred 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.

Use of Maragement's Estimates

The preparation of consolidated financial Statements m conformity with GAAP requires management to make
estimates, judgments and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities a1 the date of the financial statements and reported amounts of revenue and expenses
during the reporting period. Significant estimates included in the consolidated financial statements include inventory
valuation and valuation allowance for recorded deferred tax assets. These estimates are based upon information
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available as of the date of the consolidated financial statements. Actual results could differ matenally from those
Eslimm ales.

COVED-19

In March 2020, the World Health Organization characterized a respiratory illness caused by a novel
coronavirus disease, known as COVID=19, as a pandemic. The pandemic has resulted in government authorities
implementing numerous measures to Iry 1o contain the virus, such as travel bans and restrictions, quarantines,
shelter-in-place or stay-at-home orders, business shutdowns and vaccination e fforts. For example, employees at our
headquarters located in San Jose, Califormia, have at times been subject to a stay-at-home order from the state
government since March 2020, Ouwr offices in Japan, China, South Korea and Taiwan have also been impacted by
COVID-19 and have been subject te various measures implemented by local governments to reduce the spread of
COVID-19. These measures may adversely impact our emplovees and operations and the operations of our end-
customers {including our significant end-customers), distributors and suppliers, and may negatively impact our sales
and marketing activitics. For example, travel restrictions may prohibit our ahility to conduct necessary face-to-face
meetings with our customers. These measures by govemnment authorities may be re<implemented for a significant
period of ume which could adversely affect our sales and marketimg activities, product delivery schedule, and our
business, financial condition and results of operations.

Chr security surveillance market has been affected by the weakness in our end markets in Morth and South
Amencas, the Middle East, and India due to the impact of the COVID-19 pandemic in those markets. In the third
quarter of 2020, ane of cur largest customers significantly reduced orders (o us in response to this market weakness,
However, the impact to our secunity surveillance revenie was partially mitigated by revenue in the sitomotive
miarket due to demand increase associated with the usual seasonal production cyvele m the automotive industry in the
second half of the vear and multiple new design-wins that we obtamned from automotive manufacturers in prior
quarters going into production.

The extent to which the COVID-19 pandemic impacts our business, prospects and results of operations will
depend on future developments, which are highly uncertain, including, but not limited to, the duration and spread of
the pandemic, its severity, the actions to contain the virus or treat its impact, and how quickly and to what extent
nommal economic and operating activities can resume, Management 1s actively monitoring the impact of COVID-19
om the Company™s financial condition, liquidity, operations, customers, suppliers, industry, and workforce, The
Company has made estimates of the impact of COVID-19 withan its inancial statements and there may be changes
1o those estimates in future periods.

Concentration of Customer and Credis Risk

Financal instruments that potentially subject the Company' 1o concentmtions of eredit risk consist pancipally
of cash and cash equivalents, nvestments, and trade recevables. Risks associated with cash and cash equivalents,
and investments are mitigated by banking with, and investing m, creditworthy institutions. The Company generally
requires advance pavments from customers. The Company also performs credit evaluations of its customers and
provides credit to certain customers i the nommal course of business. The Company has not meurred bad debt write-
offs during any of the peniods presented.

For each significant customer, or distributor, and significant end-custemer, revenue as a percentage of tolal
revenue 15 as follows:

Year Ended
December 3,

T2l 2019 2015
Customer
Customer A 46% 7% Tads
Customer B 12% » L
Customer C 10%% - *
End-Customer
End-Customer A (1) 28% 5% 62%

*  Lessthan 107
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(1) Sales 1o End-Customer A primanly occurred through Customer A

Comcentration of Supplier Risk

The Company is a fabless producer of semiconductors and it currently relies on Taiwan Semiconductor
Manufacturing Company Limited and United Microelectronics Corporation (formerly Fujitsu Electronics Amersca,
Ime.) 1o produce substantially all of its semiconductors. Also, it relies on Advanced Semiconductor Engineering. Inc.
and Sigurd Microelectronics Corporation 1o assemble, package and test substantially all of its semiconductors to
satisfy substantially all of the Company s production requirements. The failure of any subcontractor to fulfill the
production requirements of the Company on a imely basis would adversely impact future 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 resuli in a sigmificant boss of revenue.

Coash and Cash Equivalenis

The Compary considers all haghly liquid financial instruments purchased with an original maturity of three
mienths of less al the date of purchase o be cash equavalents. Cash and cash equivalents consist of cash on deposit
with banks, money market funds and commercial paper, the fair value of which approximates cost.

Financial Instrumenis

Financial mstruments held by the Company consist primanly of corporate bonds, commercial paper and
money market funds. The Company classifies the securities with remaining maturities of twelve months or less as
short-term investrents, and rematning maturities of over twelve months as long-term investments, The Company’s
financial instruments are classified as avalable-for-zale, and the lang-term mvestments are included m other assets,
Unrealized gans and losses on securities, net of tax are recorded in sccumulmted cther comprehensive income (loss)
ard reported as a component of stockholders” equity. Interest i included in ather income - net an the consolidated
statemenits of operations and comprehensive income.

The Company evaluates the investments periodically for possible other-than-temporary impairment and
reviews factors such as the length of time and extent to which fair value has been below cost basis, the financial
condition of the issuer, the Company”™s intent to hold and whether the Company will not be required to sell the
security before its anticipated recovery, on a more-likely-than-not basis, If the declines in the fair value of the
investments are determined 1o be other-than-temporary, the Company reports the credit loss portion of such decling
i ather income, net and the rematning noncredit loss portien in accumulated other comprehensive income (Joss),

Fair Value of Financial Instruments

The Company estimates the fair value of certain financial assets and liabilities based on available market
information and valaation methodologies considered 1o be appropriste. However, considerable judpment 15 required
in mterpreting market data to develop the estmate of fair value. The use of different market assumphions and'or
estimation methodologies could have a matenial effect on estimated fair value amounts. See Note 3 “Fair Value
Measurements of Financial Instruments” of these Motes to Consolidated Financial Statements for a Ffurther
discussion on fair valee of financial instrumenits.

Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is computed using the standard cost,
which approsimates actual cost determined on a first-in, first-out basis, Inventones include work in process and
finished good parts that may be specialized in nature and subject to rapid obsolescence. Because of the cvelical
nature of the market, inventory levels, obsolescence of technelogy, and product life eveles, the Company generally
writes down mventonies to 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
Ioss has been sustained. The amount written down for the vears ended Decernber 31, 2020 and 2019 was 50,2
million and $0.7 million, respectively.
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Froperty and Equipment

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

The Compary evalustes the recoverability of property, plant and equipment in accordance with ASC Mo, 360,
Accauning for Progerty, Plant, and Egurprrent, (" ASC 3607). The Company performs penodic reviews 1o
determine whether facts and cireumstances exist that would indicate that the carmyving amounts of property and
equipment exceeds their far values. 1f facts and circumstances indicate that the carmying amount of property and
equipment might not be fully recoverable, projected undiscounted net cash Mows associated with the related asset or
group of assets over their estimated remaining useful lives are compared against their respective carmying amounts,
Ins the event that the projected undiscounted cash flows are not sufficient to recover the carmying value of the assets,
the assels are written down to their estimated fair values based on their expected discounted funere cash Nows
altributable to these assets.

Froduet Warranty

The Company generally warranis 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 shapped umits, historical

analysis of the volume of product retumed under the warranty program, management's judament regarding
anticipated rates of warranty claims and associated repair costs.

Emplavee Benefit Flan

The Company sponsors a 401(k) tax-deferred savings plan for all emplovees i the United States who meet
certain eligibility requirements. Participants may contribute up to the amount allowable as a deduction for federal
income tax purposes. The 401(k) Plan provides for a discretionary emplover-matching contribution. The Company
has net made any matching contributions 1o the 401{k) Flan to date

Research and Development Costs

Research and development costs are expensed &s incurred, Such costs consist primarily of expenditures for
Iahor, benefits and mask sets, design, prototype and software expense.

Stock-Fased Compensation

The Company measures the cost of emplovee services recerved m 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 is estimated using the Black-Scholes option pricing model which requires the
Company 1o estimale certain key assumplions including, stock price, future stock price volatility, expected term of
the options, nsk free rates, and dividend yields. The far value of a restricted stock unit 5 determined based on the
fair value of the Company’s common stock on the date of grant. The Company adjusts compensation expense for
forfeiture of equity incentive awards as they occur. The resuliing cost is recognized over the period that the
employee is required to provide services for the award, which is usually the vesting period The Company
recognizes compensalion expense over the vesting pertod using the siraight-line method and classifies these amounts
based on the department to which the related employee is assigned. See Mote 8 “Stock-Based Compensation” for a
description of the Company”s stock-based emplovee compensation plans and the assumptions the Company uses to
caloulate the fair value of stock-based employee compensation.

Stock-based awards issued to non-emplovees are recognized as expense over the requisite service period at
their then current fair value, The Company determines the fair value of its stock-based awards issued to non-
employvees ulilizing the Black-Scholes option pricing model. Stock-based compensation expense for stock-Based
awards issued to nonemplovees is recognized over the requisite service period or when it is probable that the
performance condition will be satished. The fair value of stock-based awards to non-emplovees 15 measured at each
reporting period until a measurement date 15 reached. Upon the early adoption of ASU 200 8-07 en July 1, 2018 1n
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the third quarter of fiscal 2018, non-em plovee stock awards were remeasured at fair valee on the date of adoption;
the remaming unamortized expense on the date of adoption s being recopnized over the remarming vesling Lermi.

Income Taxes

The Company aceounts for income taxes using an asset and liability approach as preseribed in ASC 740-10,
Tncome Taxes (“ASC 740107, The Company records the amount of taxes pavable or refundable for the current and
prior vears and deferred tax assets and liabilities for the Duture tax consequences of events that have been recognized
in the Company”s financial statements or tax returns. A valuation allowance is recorded to reduce deferred tax assets
when it 15 more likely than not that a tax benefit will not be realized.

ABC T40-10 prescribes a recognition threshold and measurement framework: for the financial statement
reporting and disclosure of an income tax position taken or expected to be taken on a tax retun. Under ASC 740-10,
@ tae position is recogmized in the financial staterments when it 1s more likely than not, based on the technical merits,
that the position will be sustained upon exam ination, including resolution of any related appeals or litigation
processes. A tax position that meets the recognition thresheld 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 income taxes in the
Consolidated Satements of

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, Although ASC 740-10 provides clarification on
the accounting for uncertainty in meeme taxes recognized in the Onancial statements, the recegnition threshold and
measurement framework will comtinue 1o require significant judgment by management. Besolution of these
uncertainties in a manner inconsistent with the Company s expectations could have a matenal impact on the
Company”s results of operations.

Recently Adopted Acconnting Fronouncements

In August 2018, the Financial Accounting Standards Board (“F ASB”) izsued Accounting Standards Updates
("ASU™) No. 2018-13, Fair Falue Measurement (Topic 8208, which amends disclosure requirements for fair value
measurements by requining new disclosures, modifyving existing requirements, and eliminating others. The
amendments are the result of a broader disclosure project, which aims to mprove the effectiveness of disclosures,
ASL Mo, 201813 15 effective for fiscal vears beginning after December 15, 2019 and interim periods within those
fiscal years. The Company has determined that the new standard hid no material impact on s disclosires as of and
for the year ended December 31, 2020,

Recently [ssued Accounting Pronouncements Not Yet Adopred

[n June 2016, the FASB 1ssued ASU Mo, 2016-13, Financial fnstruments-Credit Losses (Topic 326):
Measurement af Credit Losses on Financial Instruments, which requires the measurement and recognition of
expected credit losses for financial assets held at amortized cost. It also elimmates the concept of other-than-
temporary impairment and requires credit losses related to available-for-sale debt secunties to be recorded through
an allowance for credit losses rather than as a reduction m the amortized cost basis of the secunties. These changes
will resultl in more umely recogmtion of credit losses. The guidance 15 effective for Discal vears beginning after
December 15, 2022 for SEC filers that are eligible to be smaller reporting companies under the SECs definition,
and interim periods within those fiscal vears, The Company is currently evaluating the impact this guidance will
have on the Company”s consalidated financial statements,

In December 2019, the FASE issued Accounting Standard Update Mo, 2019-12, which simplifies the
accounting for income taxes. The puidance in ASU Mo, 20019-12 15 required for annual reporting periods, including
interim periods within these annual periods, Beginmng after December 15, 2020, for public business entities, with
early adoption permitted. The Company will adopt this guidance on January 1, 2021, The impaet of this guidance is
not expected to have any material impact on the Company s consolidated financial statements.
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1. Balance Sheet Components
Inventory
Imventony consists of the following (in thousands):

December 3, Devember 3,

2020 ms
Work in process b 4925 8 2529
Finished goods 3976 3519
Taotal inventory 3 8001 § 6, (M5

Froperty and Equipment - Net
Property and equipment - net consists of the following (in thousands):

December 31, December 31,

2020 2009
Computer equipment and software b3 1,851 § 1,405
Leasehold improvements 54 8o
Furniture 36 30
Total property and equipment 1,971 1,524
Less: accumulated depreciation (1,324) (98
Total property and equipment - net % 647 % 535

The Company recorded 30.4 million, $0.3 million and 50.2 millien of depreciation expense for each of the
vears ended December 31, 2020, 2019, and 2018, respectively.

Accrued Liabilities
Acerued habilities consist of the following (in thousands):

December 31,  December 3,

Zizi e

Accrued inventory 5 931 3 283
Payroll-related expenses 3 T80
Taxes payable 346 T2
Engineering services 258 G637
Agcrued warmanty &l 194
Professional fees 25 31
Other 14 15
Total secrued liabilities 5 1523 3 2012

I ——  ————

Customer Deposits

Customer deposits represent payments received in advance of shipments and fluctuate depending on timing of
customer pre-payments and product shipment, Custom e deposits were 50,7 million and 1.4 million as of
December 31, 2020 and December 31, 2019, respectively. The Company generally expects Lo recogmae revenue
from customer deposits during the three month interim period immediately following the balance sheet date. During
the vear ended December 31, 20240, the Company recognized 31.4 million of revenue from the December 31, 2019
customer deposats balance.
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3. Fair Value Measurcments of Financial Instruments
Summary of Financial Instruments

The following 13 a summary of financial instruments (in thousands);

Devember 31, 2020
Gaross Cross Estbmnbed Falr
Amoriized Cost  Unrealized Caln Unrealized Lo Valoes

Available-for-sale securitics:

Money market funds % G400 8 — % — 5 6,400

Commercinl paper 1,750 = — 1,750

Corparate bonds 17,286 53 (2} 17,337
Total available-for-sale securities b 25436 % 53 8 (2) § 25 487
Reported in:
Cash and cash equivalents -3 6,400
Short-term investments 17,567
Other assets 1,520
Total available-for-sale securities 5 25487

Decembber 31, 200%
R0 Gross Estimated Fair
Amnoriieed Cosi Unrealieed Gain - Unrealized Loss Valwes

Available-for-sale securities:

Money market funds 5 2027 8 — & — & 2027

Commercial paper 6,965 — (3} 6,962

Corporate bonds 12,943 1 (13} 12,931
Total available-for-sale securities § 21935 % ] § (16} 5 21,920
Reported in:
Cash and cash equivalents 5 4,275
Short-term investments 2475
Other assets i BT
Total available-for-sale sccuritics 5 21,920

The contractual maturities of available-for-sale securities are presented in the following table (in

theusands):
Drecember 31, 2020
Amortized Cost Estingated Fair Vabie
D in o year of less 5 23,916 3 23,967
Dhse between ofe to two vears 1520 1,520
5 25,436 5 25487

The Company had 2 investments in unrealized loss pesitions as of December 31, 2020, The invesiments have
been in unrealized loss positions for less than twelve months, The total fair value of such investments is 2.6
million with unreahzed losses of §1,718 as of December 31, 2020. There were no matenal gross unrealized losses
from available-for-sale securities and no material realized gains or kosses from available=for-sale securities that were
reclassified out of accumulated other comprehensive income for the vear ended December 31, 2020

For investments in available-for-sale deb securities that have unrealized bosses, the Company evaluates

whether (1) it has the intention to sell any of these investments and (i) whether it is not more likely than not that it
will b required to sell any of these investments before recovery of the entire amortized cost basis. Based on this
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evaluation, the Company determined that there were no other-than-temporary impairments associated with
investments as of December 31, 2020

There were no sales of available-for-sale secunties for the years ended December 31, 2020 and 2019,

Fair Value Measurenienils

Fair value is defined as the exchange price that would be received from selling an asset or paid to transfer a
lmabality in the principal or most advantageous market for the asset or liability in an orderly transaction between
market participants on the measurement date. The Company measures financial assets and labilities at fair value at
each reporting period using & fair value hierarchy which requires the Company to maximize the use of obszrvahle
inputs and m mimize the use of unobservable inputs. A financial instrument’s classification within the fair value
hierarchy 1s based upon the lowest level of input that is sigmificant o the fair value measurement. Three levels of
inputs may be used to measure fair value:

Level I, Quoted prices in active markets for identical assets or liabilities.

Level 2. Inputs other than Lewvel 1 that are observable, either directly or indirectly, such as quoted prices for
similar assets or habilities; quoted prices in markets that are not active; or other inputs that are ohservable or can be
corroborated by observable market data.

Level 3. Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or habilities, including pricing models, discounted cash flow methodologies and simalar
techniques.

The following table sets forth cur Dinancial instruments that were measured at fair value by kevel within the

fair value hierarchy (in thousands):
Falr Value Measurenseni sl g Dhale L
Quoted Prices in Stgnificant
Active Markets Other Significant
for dentical Otwservable Unishser vable
Asssts Inputs Trpuats
{Level 1) i Ll 2) {Level 3y Tatal

As of December 31, 2020
Financial assets - available-for-sale securities

Money market funds 3 G400 S - 3 - 3 6,400

Commercil paper 1,750 1,750

Corporate bonds — 17,337 — 17,337
Tetal financial assets - available-for-sale
securities 5 G400 & 19,087 § — % 25 487
As of December 31, 2019
Financial assets - available-for-sale secunitics

Money market funds 5 2021 % — 5 — 5 2027

Commercial paper — 6,962 — 6,962

Corporate bonds — 12,931 — 12,931
Total financial assets - available-for-sale
SeCUrTlies 3 2027 5 19893 5§ — 3 21.920

The Company classifies money market funds in Level | since the fimancial assets conaist of securities for
which quoted prices are available in an active market

In addition, the Company classifies corporate bonds and commercal paper m Level 2 since the financeal

assets use observable inputs including quoted prices in active markets for similar assets or lishilities. The Company
Uses @ Pricing service to assist in determining the far values of all of its cash equivalents, short-term mvesiments
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and long-term investments. The pricing service uses inputs from multiple industry standard data providers or other
third panty sources and applies various acceptable methodologies.

4. Segmient Informstion

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 1o allocate resources amd
in assessing performance.

The Company”s chiel operating decision maker, the chief executive officer, reviews financal 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 1o be one reportable segment, which s comprised of
ome operating segment, the designing, marketing and selling of mixed-signal integrated circuits for the security
survetllance and mitomotive markets,

Product revenue from customers is designated based on the geographic region to which the product is
delivered. Revenue by geographic region was as follows (in thousands):

Year Emiled
_ December 31,
020 Iy 2015
China 3 22108 53 23533 § 26175
Taiwan 6,587 4061 BO7
South Korea 4,660 3414 2685
Japan 610 GO% 1,310
Other n 111 il
Total revenue 5 34339 0§ 32027 5 31008
Revenue by principal product lines were as follows (in thousands):
Year Emded
December 31,
020 e 2015
Automotive 3 1B235 5 10849 35 4,773
Security surveillance 16,104 21,178 26,325
Total revenue 5 34339 5 32007 5 31098

Long-lived assets are attributed to the geographic region where they are located. Met long-lived assets by
geographic region were as follows (in thousands):

December 31, December 3,

2020 0y
Tarwan 3 515 § 408
United States 33 49
Japan 0 54
South Korea 12 4
China 7 19
Total property and equipment - net % 47 8 535
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5 Commitments and Contingencies
Ciperating leases

In commection with the adoplion of ASC 842, Leases, beginnung with the first quarter of 2012, the Company’s
leases are recorded as operating lease right-of-use {ROLU™) assets and operating leases hiabilities. The Company
determines if an arrangement contains a kease at inception. The Company leases faciliies under non-cancelable lease
agreements expiring through fiscal year 2022, The Company s agreements do not include variable lease payments or
any restrictions or covenants imposed 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 assels
and lease liabilities have been adjusted for initial direct costs and prepaid rent but do not reflect any options to
extend or terminate its lease agreements, any residual value guarantees, or any leases that have vet to be commenced.

As of December 31, 2020, the right-of-use assets and lease liabilities related to operating leases were as
follows (in thousands):

Deeembeer 31, Dhecensber 31,

2020 2019
Right-of-use assels 3 059 % 1,058
Lease habilities — Current 5 720 % 549
Lease labilities — Mon-Curremt 270 518
Total lease liabilities & 000 5 1,067

Rent expense under operating leases was 308 million, 0.7 million, and $0.6 million for the vears ended
December 31, 2020, 2019, and 2018, respectively. The rent expense recognized from short-term leases was 524,000
for each of the vears ended December 31, 2020 and 2019,

The following table summarizes the Company’s lease codls and weighted-average assumplions used i
determining its lease assets and lease liabilities (in thousands):

Year Encled Year Ended
Drecember 31, 2020 Drecember 31, 2009

Operating leass cost b3 739 5 6B
Cash paid for operating leases 5 T3 3 a5
Right-of-use assets obtained in exchange for operaling lease
liabilities (1)

Upon adoption of Topic 842 3 839

Mew leases commenced durmg the period 5 585 3 oa7
Weighted average remaining term for operating leases 1,440 years 1.94 vears
Weighted average discount rate for operating leases G.0%% 6.0%

(1} During the vear ended December 31, 2020, the Company modified four existing operating leases. One
of the lease modifications was treated as a separate contract as an additional nght-of-use sssel was pranted.
During the year ended December 31, 20019, the Company entered nto one new operating leass and modified
one existing operatmg lease. The lease modification was nod treated as a separate contract as no additional nzht
of use was granted. Balance is comprised of the commencement date asset value of the leases commenced
during the year s well as the asset value of the leases existing at the date of ASC 242 adoption.
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As af December 31, 2020, the aggregate future minimum lease payments under non-cancelable operating
leases consist of the following (in thousands):

Year Ending December 31, Amoaimnl

2021 T40

2002 266

Toaal b3 1,006

Less effects of discounting (163

Lease lizbilities recognized % S50
Purchase Commitments

As of December 31, 2020, the Company had purchise commitments with its third-party suppliers through
fiscal year 2023, Fulse minimuim paviments under purchase commitments are 50,3 millien, 30,1 million, and
$22,000 for the years ending December 31, 2021, 2022 and 2023, respectively.

Litigation

Although the Company 15 nod currently subject 1o any litigation, and no litigation s currently threatened
agamst it, the Company may be subject to legal proceedings, claims and litgation, including intellectual property
Iitigation, ansing in the ordmany course of business. Such matters are subject 10 many uncertamties and oulcomes
and are not predictable with assurance. The Company accrues amounts that it believes are adequate to address any
Izabilities related to legal procesdings and other boss contingencies that the Company believes will result in a
probable loss that is reasonably estimable.

Indemnification

During the normal course of business, the Company may make certain indemnities, commitments and
puarantees which may inchede inellecual property indemnities o certain of the Company™s customers in 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 under these indemmfication
provisions is generally imited to the total amount paid by a customer under the agreement. However, certain
agreementz include indemnification provisions that could potentally expose the Company 10 loases in excess of the
amoarnt received under the agreement. In addinon, the Company indemmnifies is officers, directors and certain key
employees while they are serving in good faith in such capacities.

The Compary has not recorded any liabiliy for these indemnities, commitments and guaraniees in the
accompanying consolidated balance sheets. Where necessary, the Company accrues for losses for any known
contingent liahilities, including those that may arise from indemnification provisions, when future payment is
probable,

&, Stockholders" Equity
FPreferred Stock

The Company was authorized to 1ssue 5,000,000 shares of preferred stock with a $0.0001 par value per share
as of December 31, 2020 and 2019, The shares of preferred stock issued and outstanding was nil as of December 31,
2020 and 2019,

Conmreny Stock

The Company was authorized to 1ssue 75,000,000 shares of commen stock with $0.0001 par value per share
as of December 31, 2020 and 2019, As of December 31, 2020, the shares of common stock issued and outstanding
were 17,600,062 excluding approximately 7,835 legally issued shares subject 1o repurchase related 1o the early
exercise of options to purchase common stock. As of December 31, 2019, the shares of common stock isued and
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putstanding were 1 7,449,572 excluding 51,006 legally isswed shares subject to repurchase related to the early
exercise of oplions to purchase comman stock.

The Company has reserved the following number of shares of commoen stock for fuiure issuances:

December 0.
20z
Outstanding stock awards 1,175,865
Shares avalable for future 1ssuance under the 2017
Stock Incentive Plan 5485779

Total commaon stock reserved for future issuances 6.661.644

7. Stock Award Plan
Stock Incentive Plan

Im Apral 2002, the Company adopted the 2012 Stock Option Plan (“2012 Plan™). The 2012 Plan provides for
the granting of stock-based awards to emplovees, directors, and consultants under termis 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 far market value, For emplovees holding more than 10%% of the voting rights of all classes of stock, the
exercise prices for incentive and non-statulory stock options must be at least 110% of the fair market value of the
comimon stock on the grant date, as detemmined by the Company's board of directors. The terms of options granted
under the 2012 Plan may not exceed ten vears.

The 2012 Plan was superseded by the 2017 Stock Option Plan (2017 Flan ™). Any outstanding awards under
the 2012 Plan will continue o be governad by the eems of the 2012 Plan.

Im Awgust 2017, the Company adopied the 2017 Plan. The Company” s stockhalders approved the 2017 Plan in
September 2017 and nt became effective immediately prior 1o the closing of the Compamy's IPO. [n connection with
the adoption of the 2017 Plan, no addittonal awards and o shares of commaon stock reman available for future
issuance under the 2012 Plan and shares reserved but not 1ssued under the 2012 Plan as of the effective date of the
2017 Plan were included in the number of shares reserved for issuance under the 2017 Plan, In addition, shares
subject to awards under the 2012 Flan that are forfeited of 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 |, 2018 and ending on (and incleding) January 1. 2027, in an amount equal 1o the lesser of
(1} 4% of the cutstanding shares of our common stock on the kst day of the immedately preceding fiscal year, or
(2) another amount determined by the Company’s board of directors. The automatic inerease in the numbser of shares
available for issuance under the 2017 plan for the fizcal vear 2020 was 700,023 shares, The 2017 Plan provides for
the granting of incentive stock aptions within the meaning of Section 422 of the Intermal Revenue Code to
employees and the granting of nen-statuary stock eptions o emplovees, non-employves directors, advisors and
consultants. The 2017 Plan also provides for the grants of restricted stock, stock appreciation rghts, stock unit and
cash-based awards to emplovees, non-employee directors, advisors and consultants

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

Awards

Avallable

fow Crant
As of December 31, 2019 4847877
Authorized TOO023
Granted (206,500
Canceled 144,379
As of December 31, 2020 5,485,779
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Early Exercise of Stack Gprions

Certain emplovees and directors have exercised option grants prior to vesting, The unvested shares are subject
to a repurchase right held by the Company at the original purchas: price. The proceeds imtially are recorded asa
Itability related to early exercised stock options and reclassified to commaon stock and additional paid-in capital as
the repurchase right lapses

Faor the vears ended December 31, 2020 and 2019, the Company did not issue unvested shares of common

stock upon early exercise, and for the vear ended December 31, 2018, the Company issued 27,333 unvested shares
of common stock, upon early exercise for tolal proceeds of 50,1 million.

Far the vears ended December 31, 2020, 2009, and 2018, the Company repurchased 3 334, 3 584, and 6,834
shares of unvested commaon stock, respectively, related to early exercised options at the oniginal purchase price. As
of December 31, 2020 and 2019, 7,835 and 51,006 shares, respectively, held by employees were subject to
repurchase at an aggregate price of approximately 319,000 and 30,1 million, respectively,

Srock Options
The Compary™s stock option activity under the stock incentive plan is summarized as follows:

Wiz ed
Average
Welghied- Femalnkng Aggregale
Options Average Contraciaal Inirimshe
Fssmed andl Exercise Term Valwe
Cuistanding Price {Years) (I ¢l samids)
As of December 31, 2019 850334 5 230 68 8 3,587
Giranted — -
Exercised (1) (123.817) 1.81
Canceled 9,502) 224
As of December 31, 2020 717,013 233 i) 3024
Options vested and expected to vest as of
Drecember 31, 2020 T17.015 238 50 3024
Options vested and exercisable as of December 31,
2000 331,771 2.2 38 2,400

(1) Includes vesting of early-exercised option

The siock options cutsianding and exercisable by exercise price at December 31, 2020 are as follows:

Oplioms Oulsianding Oyptions Vested and Exercisable
Weighted-
Aversze Welghted- Wielghted-
Eeemuining Average Average
Mumber Contraciual Exerdse Mummber Exerclae
Exercise Price Ctstanding Life (Vears) Frice Exercisable FPrice
3 016 32,850 3l 5 016 LB 5 LA [
0.37 52,084 4.4 0.37 52,084 37
097 13,567 3.2 0.97 65,549 0.97
251 113,152 57 2.51 BT.384 2.51
2.39 43,000 6.2 2.89 30,000 289
293 298922 6.4 283 216,649 293
318 103,440 0.0 318 60,835 318
717,015 50 238 551,771 225

The aggregate intrinsic value of options exercised for the vears ended December 31, 2020, 2019, and 2018
was 50,2 million, $0.9 million, and 32.9 million, respectively, The Company has vanous vesting agreements with
employees. Options granted generally vest over a Ove-year penod and generally are exercisable up 1o 10 years.
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Restricted Stock Units
The Company”s restricted stock unit activity is summarnized as follows;

Umiis Wiekzhted- Average
lssued amd Grand Date
Clulstamling Fair Value
As of December 31, 2019 SO3900 S 848
Granted 208, 500 444
Released (116,673) .18
Canceled (134,877) 810
Asg of December 31, 2020 458, 850 6.85

Restricted stock units are converted mto shares of the Company” s common stock upon vesting on a one-for-
one bagis. Restricted stock unit awards generally vest over a five-vear period and are subject to the grantee’s
continued service with the Company.

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

Year Embed
_ Dwcember 31,
(1 2 s
Cost of revenue 3 132 § 117 § 68
Research and development 543 A2 155
Selling, general and adm nistratve g11 T 941
Total % 1486 % 1415 & 1,364

The remaning unrecogrized stock-based compensation related to non-vested awards was $3.2 mallion as of
Drecember 31, 2020 and will be recognized over a weighied average remaiming period of approximately 3.3 vears.

The Company 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 swards, and the resulting stock-based compensation expense is
recorded based on the Black-Scholes option-pricing model. The fair value of a resincted stock unit 1s determined
based on the fairr value of cur common stock on the date of grant. The Company recognizes such costs as
compensalion expense on a strajghi-line basis over the requisite service period. The Company s valuation
assumptions are as follows:

Fair value of common stock — Given the absence of a public trading market prior to our [PO, the Company s
Board of Directors considered numerous objective and subjective factors to determine the fair value of the
Company”s caommon stock which included, but were not limited to (i) contemporanecus independent third-party
valuations of the Companys common stock: (1) the righis and preferences of the Company”s preferred stock
relative 1o common stock; (1) the lack of marketability of common stock; (iv) developments in the business, and
(v} the likelihood of achieving a liquidity event, such as an mitial public offening or sale of the Company, given
prevailing market conditions.

Subsequent 1o our [PO), the farr value of the Company s common stock was the per share closing price for our
JD3 as reported on the Mothers market of the Tokyo Stock Exchange on the date of gramt

Risk-free interest rate — The Company bases the nisk-free interest rate used n the Black-Scholes option-

pricing model on the implied vield available on U5, Treasury zero-coupon issues with an equivalent expected term
te the awards for each award group,
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Expected termr — The expected term represents the period that the Company's stock-based awards are
expected 1o be custandmg. To determine the expected term, the Company generally applies the simplified approach
in which the expected term of an award 15 presumed 1o be the mid-poim between the vesting date and the expiration
date of the award as the Company does not have sufficient historical exercise data to provide a reasonable basis for
an estimate of expected term,

Vedatifity — 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 to the expected terms of the awards.

Dividend yield — The Company has never declared or paid any cash dividends and does not curently plan to
pay & cash dividend in the foreseeable future. Consequently, the Company used an expected dividend vield of zero.

Employee Stock Awards

The Company did not grant any stock options to employees during the vears ended Decembser 31, 2020, 2019
and 2018, The weighted-average grant date fair value for employee restncted stock units for the vears ended
December 31, 2020, 2019 and 2018 were 34,44, 3727 and 511,09, respectively,

Nan=-Employee Stock Awards

The Company did nol grant any stock awards to non-emplovees duning the vears ended December 31, 2020,
2019 and 2018, Non-employes stock awards are measured at fair value on the grant date and the relating stock-based
compensation expense 15 recognized as awards vest, Upon the early adoption of ASU 2018-07 on July 1, 2018 in the
third quarter of Niscal 2018, non-emplovee stock awards were remeasured at fair valug on the date of adoption; the
femaining unamortized expense on the date of adoption 15 bemng recogmzed over the remaining vesting lemi.

9, Net Income Per Share

The followirg table presents the caloulation of basie and diluted net income per share (amounts in thousands,
except share and per share data):

Year Ended
December 3,
200 201% 2018

MNumerator;
Basic:

Met income 3 3342 3 2194 % 1,885
Inluted:

Met income 5 3342 3% 2,194 % 1,885
Drenominator:
Basic shares:

Weighted-average shares outstanding used in

computing basic net income per share 17,587 804 17,283,133 16,982 648
Ihnluted shares:

Effect of potentially dilutive securities:

Stock awands (1) 341,737 502,838 1,008 483

Weighted-average shares outstanding used in

computing diluted net income per share 17,920,541 17,875,971 17.991,13]
Met income per share:

Basic 5 019 5 013 § 11

Driluted 5 019 % 012 % 010

(13 Incheding early-exercised options
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The potentially dilutive securities outstanding related o stock eptions as of Decembser 31, 2020, 2019, and
2018 that were excluded rom the computation of diluted net income per common share for the penods presented as

their effect would have been antidilutive was 678000, 332,000, and 155,000 shares, respectively.

10, Income Taxes

The components of income before income taxes are as follows (in thousands);

Vear Emied
December 31,
020 FL 15
Domestic 3 3664 3 226 § 1,866
Foreign 252 223 178
Income before income taxes b 3& 5 w 5 w
The components of the provision for income taxes are as follows (m thowsands):
Year Ented
December 31,
2030 Bibl® 2015
Current:
Federal % 453 % 35 5 i6
Fareign i9 56 i0
Sane 1 1 1
Total Current 403 372 &7
Dieferred - net 31 (117 9
Provision for income taxes 5 574 5 235 3 159
The effective tax rate differs from the applicable U5, statwtory federal income tax rate as follows:
Vear Ended
December 31,
1011 29 zols
113 statutory federal taxes al slatutory rate 21.00%% 21.00% 21.00%
State takes - net of federal beneli 0.02 003 003
Research and development benafit {3.54) {2813 (7.73)
Stock-based compensalion 498 614 {3.267
Foreign derived intangible income (FDIT) (7.43) (11183 (3,267
Permanent items and other {0.44) 1.23 {044}
Change in valuation allowance 207 303 340
Effective tax rate 14.66%% 10.44% T.74%
I ——— I ———— I ———

The components of net deferred tax assets and liabilities are as follows:
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Year Ended
December 31,
2020 2019
Dieferred tax asseis:
et operating loss carmylforwards 5 B85 3 85
Research and other credits 333 452
Accruals 363 372
Lease linbility 100 164
Intangibles 234 264
Other 126 122
Total deferred tax assets 1,441 1,458
Valuation allowance (618) {538)
Deferred tax labilities:
Property and equipment - net (126) (95)
Right-of-use assets (98} {149
Cther {1y =
Tatal deferred tax liahilities {235) {244)
Deferred tax assets - net 5 588 % 677
.

Iny assessing the realizability of deferred tax assets, management considers whether it is mose likely than not
that some portion of all of its deferred 1ax assets will be realized, The ultimate realization of deferred tax assels is
dependent upon the generation of [uture taxable meome during periads in which temporary differences become
deductible or includable in taxable income. Management considers projected future taxable income and tax planmng
strategies in making this assessment. Based on the level of current period taxable ncome and its expected recurring
profitability, management believes it is more likely than not the Company will realize benefits of deductible
differences for ULS, federal tax and thus has not reconded a valuation allowance, However, the Company has
recorded a full valuation allowance agamst s Califormia deferred tax assel as management has concluded it 15 more
likely than not that these Future benefits will net be realized due to s 0% Califorma appertionment. The valuation
allowance increased by 3001 million dunng each of the vears ended December 31, 2020, 2019, and 2018,

As of December 31, 2020, the Company had net operating loss carryforwards CNOL™) of nil for federal
ineome tax purposss and approsamately 31,2 million for California state incom ¢ 1ax purposes. These NOL
carryforwards will begin o expire in 2032 of urused. As of December 31, 2020, the Company had U5, federal and
Califorma state tax credit carryforwards of ml and 309 milhon, respectively. The California tax credit carryforward
carries forward indefinitely.

Current tax laws mpose substantial restrictions on the utilization of net operating losses and credn
carrviorwards 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 1o utilize its carrviorwards could be lmited,

116/143



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

The Comparny applies the provisions of the applicable accounting guidance regarding accounting for
uncerlainly in neome takes, which require application of a mose-likely-than-nol threshold 1o the recegnition and
derecognition of uncertain tax positions. [ the recognition threshold s met, the apphicable accounting guidance
permits the recognition of a tax benelit measured at the largest amount of such tax benefit that, in cur udgment, 15
mare than fifty percent likely to be realized upon settlement. It further requises that a change in judgment related to
the expecied uliimate resolution of unceriain tax positions o be recognized in eamnings in the period in which such
determination iz made. The Company will continue to review its 1ax positions and provide for, or reverse,
unrecognized tas benefits as 1ssues anse. As of December 31, 2020, the Company had approximately 50.3 million of
unrecognized tax benefits of which 30.2 mallion was netted against deferred tax assets with a full valuwation
allowance. If these amounts are recognized, there will be a tax benefits of 3001 million against the Company”s
effective tax rate. The following table summarizes the activities related to the Company”s gross unrecognized tax
benefits (in thousands):

Year Ended
December 31,
02 e
Balance at the begmning of the vear 5 295 3 203
Increases related to current vear tax positions 71 64
Decreases related to current year tax positions (29) (62)
Balance at the end of the year 5 337 % 205

The Company recognizes interest and penalties related to unrecogmized tax positions in income tax expense an
the Consolidated Statements of Operations and Comprehensive Income. The Company had approsxamately $4,500
and 52,900 of accrued interest and penalties related to uncertain tax positions as of December 31, 2020 and 2019,
respectively.

The 2017 through 2020 tax years remain subject to examination by U35, federal tax authorities and the 2016
throwgh 2020 tax vears by state tax authorities, The Company is not currently under audit with either the IRS or any
state or local jurisdiction, nar has it been notified of any cther potential future state income tax awdit,

On March 27, 2020, the Coronavirus Aad, Relief, and Economic Secunity (“CARES™) Act was enacted and
signed into law, The CARES Act, among other things, includes provisions related to refundable payroll tax credits,
deferment of emplover side social security payments, net operating loss caryback periods and technical corrections
to tax deprecmtion methods for qualified improvement property

On December 27, 2020, President Trump signed the Consolidated Appropriations Act, 2021 ("CAA, 20217
CAA, 2021 contains numerous individual, business, payroll, disaster, and energy-related tax provisions, as well as
tace extenders. Many of the provisions, including S600 stimulus payments, and an extenston of payroll credits, relate
to the COVID-19 pandemic. The COVID.related Tax Relief Act of 2020 and the Taxpaver Certainty and Disaster
Tax Relief Act of 2020, both part of CAA, 2021, contains numerous provisions related 1o businesses,

There were no impacts in the current vear as 4 result of the CARES Act and CAA, 2021, The Company will
continue 1o examine the elements of the CARES Act and CAA, 2021 for any impact they may have on the
Company”s [uture business.
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Consent of Independent Registered Public Accounting Firm

Techpoint, Inc.
San Jose, California

We hereby consent to the reference to our firm under sections “ V-3 outline of Corporate Governance and VI.
Financial Condition” in Part I “ Information of the Company” and to the use of our reports dated March 12,
2021 with respect to the consolidated financial statements of Techpoint, Inc., and the effectiveness of
internal control over financial reporting of Techpoint, Inc., included in the Annual Securities Report for
the year ended December 31, 2020 filed with Kanto Zaimu Kyoku in Japan.

/s/ BDO USA, LLP
San Jose, California

March 12, 2021
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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” ) as of
December 31, 2020 and 2019, 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, 2020, 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 at December 31, 2020 and 2019, and the results of its operations and its cash flows for each of
the three years in the period ended December 31, 2020, in conformity with accounting principles generally
accepted in the United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States) (“ PCAOB” ), the Company®s internal control over financial reporting as of December 31,
2020, based on criteria established in [Internal Control - Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission (“ C0SO” ) and our report dated March 12,
2021 expressed an unqualified opinion thereon.

Change in Accounting Method Related to Leases

As discussed in Note 5 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.”

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 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 and in accordance with auditing
standards generally accepted in the United States of America. 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.

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.

/s/ BDO USA, LLP

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

San Jose, California

March 12, 2021
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