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CMOS
CMOS CMOS
Complementary Metal Oxide Semiconductor
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Device
ISP
TX
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Rx
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2023 2022 2021 2020 2019
65,645 65,083 64,707 34,339 32,027
(9,310,430) (9,230,722) (9,177,394) (4,870,300) (4,542,389)
@ 31,027 29,185 29,660 16,132 16,387
(4,400,559) (4,139,309) (4,206,678) (2,288,002) (2,324,168)
34,618 35,898 35,047 18,207 15,640
(4,909,871) (5,091,413) (4,970,716) (2,582,298) (2,218,221)
@
7,180 7,801 6,371 7,244 6,468
(1,018,339) (1,106,416) (903,599) (1,027,417) (917, 356)
9,413 8,749 8,791 7,265 6,777
(1,335,046) (1,240,870) (1,246,827) (1,030,394) (961,182)
16,593 16,550 15,162 14,509 13,245
(2,353,385) (2,347,286) (2,150,426) (2,057,811) (1,878,538)
18,025 19,348 19,885 3,698 2,395
(2,556,486) (2,744,127) (2,820,290) (524,487) (339,683)
2,112 246 29 218 54
(299,545) (34,890) (4,113) (30,919) (7,659)
20,137 19,594 19,914 3,916 2,449
(2,856,031) (2,779,017) (2,824,403) (555, 406) (347,342)
2,328 1,931 2,627 574 255
(330,181) (273,874) (372,588) (81,410) (36,167)
17,809 17,663 17,287 3,342 2,194
(2,525,850) (2,505,143) (2,451,815) (473,996) (311,175)
(©) 0.97 0.98 0.97 0.19 0.13
(138) (139) (138) @7 (18)
(O] 0.95 0.95 0.93 0.19 0.12
(135) (135) (132) @n an
18,316,464 18,108,369 17,830,808 17,587,804 17,283,133
18,657,220 18,537,316 18,565,882 17,929,541 17,875,971
2023 2022 2021 2020 2019
21,720 19,621 14,247 2,725 3,417
(3,080,548) (2,782,846)  (2,020,652) (386,487) (484,633)
18,183 18,559 1,183 2,093 18,053
( 2,578,895) ( 2,632,223) (167,785)  ( 296,850) ( 2,560,457)
9,258 9,049 135 61 86
( 1,313,062) ( 1,283,420) ( 19,147) (8,652) (12,197)
5,721 7,987 15,295 693 14,550
( 811,409) ( 1,132,797)  (2,169,290) (98,289) ( 2,063,627)
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Q@
2023 2022 2021 2020 2019
142 147 156 132 117
(20,140) (20,849) (22,125) (18,722) (16,594)
559 581 580 543 502
(79,283) (82,403) (82,261) (77,014) (71,199)
851 1,085 1,109 811 796
(120,697) (153, 886) (157,290) (115,023) (112,897)
1,552 1,813 1,845 1,486 1,415
(220,120) (257,138) (261,676) (210, 759) (200, 690)
G
4
N
12 31
2023 2022 2021 2020 2019
13,671 19,392 27,379 12,084 11,391
(1,938,958) (2,750,367) (3,883,164) (1,713,874) (1,615,586)
51,788 25,289 14,942 17,567 9,475
(7,345,092) (3,586,739) (2,119,224) (2,491,528) (1,343,839)
522 634 713 647 535
(74,035) (89,920) (101,125) (91,764) (75,879)
83,807 72,940 61,938 43,219 38,546
(11,886,347)  (10,345,080) (8,784,667) (6,129,751) (5,466,979)
10,573 10,460 9,538 5,454 5,534
(1,499,569) (1,483,542) (1,352,775) (773,541) (784,887)
72,295 62,076 51,817 37,373 32,380
(10, 253,600) (8,804,239) (7,349,205) (5,300,613) (4,592,455)
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Camera Display
HD ISP, Tx
RX, HD-TVI
2023
69
1,000 100 —
50 100 —

23/153



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)

OooooOodd
a
2023 12 31 102
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102 47.17 3.94 90,101
2023 12 31
Q@
2023 12 31
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2023 12 31
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24 33 Hikvision
Phitec
Hikvision
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HD
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Taiwan Semiconductor Manufacturing Company Limited TSMC
Microelectronics Corporation umc
Advanced Semiconductor Engineering, Inc. ASE
Microelectronics Corporation Sigurd
19 SARS MERS
TSMC
Sigurd ASE
umc Sigurd ASE
NHTSA 2018
OEM, ODM
OEM/0DM
(OEM  ODM)
HD
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2023
2022 12 74 69
24% 33
2023 12 31
99 74
24 Hikvision
2019 10 Hikvision BIS
EAR
EAR
Hikvision
Hikvision Hikvision
2019 S
NDAA 889
Hikvision
NDAA Hikvision
NDAA Hikvision
2021 Hikvision OFAC SDN  Specially
Designated Nationals CcMmIC
Hikvision 14032
CcMIC Hikvision SDN Specially Designated Nationals
CMIC
Hikvision SDN
2021 11 11 2021 FCC
2019 2 a FCC
2022 11 11
FCC
Hikvision
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EAR
2023 10 17
3,700
TSMC

umc ASE Sigurd ATX Shanghai Chizhou Hisemi

37/153



HD

GDPR
CCPA

CCPA
CCPA
CCPA

CCPA
2023

EDINETOOOO

OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)

2020 1
GDPR  CCPA
GDPR CCPA
CCPA
CPRA

38/153

oOoOooodn

2018



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

CCPA CPRA

CCPA CPRA

39/153



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

SoX
SEC

SEC SOX

SOX

SOX

SOX 404

SOX 404

SEC

= SEC

40/153



44

JDR

2017

41/153

EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

JDR

2017

2017
2017



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

42/153



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

COVID-19

COVID-19
COVID-19
2021 2022
CovID-19

COVID-19

43/153



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

203

44/153



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)

oOoOooodn
2023 CovVID-19 2022
IMF 2024 1 2023
3.1% 2024 3.1% 2025 3.2%
2024 2023 10
0.2%
2024 2025 2000 2019
3.8%
2024 5.8% 2025 4.4% 2025
2023 2022 2.6 2023 1.6
2024 1.5% 2025 1.8%

2023 2.5% 2024 2.1% 2025 1.7% 2024 2023

10 0.6% 2023 1.9 2024 0.9

2025 0.8 2023 5.2 2024 4.6 2025

4.1
2022
TSMC 2023
2024 10%
2019 3,045 2035 1,237
SD
HD
2016

Markets and Markets
COVID-19 2020 2022
487 2027 764 9.4
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SD HD
HD
HD
BIS Hikvision BIS EAR
BIS
EAR
EAR
Hikvision
2021
14032 13959
CMIC
Hikvision 14032
Hikvision SDN Specially Designated Nationals
2021 FCC 2019
a FCC
2022 11 11
Hikvision
2021
Hikvision FCC
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FCC
Hikvision
Hikvision
FCC
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889 2019 13 889 a (LK
Hikvision
2020 14
889 a (LB
Hikvision
889 Hikvision
Hikvision
Hikvision
2022 12
(Original Design Manufactures“<0DM”7)
2023 2022
( C »
45,169 38,985 6,184 16%
20,476 26,098 5,622 22%
65,645 65,083 562 1%
(9,310,430) (9,230,722) (79,708)
2022 12 0.6
6.2
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2023 12 2022 12
2023 2022
74% 69%
14 15
9 10
2 4
1 2
100% 100%
2023 2022
( C D)
31,027 29,185 1,842 6%
(4,400,559) (4,139,309) (261,251)
53% 550%
2023 12 2022 12 1.8 55
53 2023 12
2023 2022
( C D)
7,180 7,801 621 8%
(1,018,339) (1,106,416) ( 88,076)
2023 12 2022 12 0.6
1.3 0.4 0.1
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2023 2022
( C )
9,413 8,749 664 8%
(1,335,046) (1,240,870) (94,175)
2022 12 0.7
0.3 0.3 0.2
2023 2022
( C )
2,112 246 1,866 759%
(299,545) (34,890) (264,655)
2022 12 1.9 759
<<FDI1”
2023 2022
( C )
2,328 1,931 397 21%
(330,181) (273,874) (56,307)
2022 12 0.4 21
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Phitec Electronic (HK)

. 26,468 40 30,294 47
Inc. Limited
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1.0
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2023 12 31
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9.1
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1.3
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9.2
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2023 2022 12 31
2023 2022
( «c »
21,720 19,621
(3,080,548) (2,782,846)
18,183 18,559
( 2,578,895) ( 2,632,223)
9,258 9,049
( 1,313,062) ( 1,283,420)
5,721 7,987
( 811,409) ( 1,132,797)
2023 12 21.7 17.8
1.4 2.5
1.4 1.6
0.8 0.9 0.4 1.4
0.8
2.5
3.3
0.8
0.8 0.4
0.3
2023 12 18.2
47.9 1.7 0.3
31.8
2023 12 9.3 2023
9.1

0.2
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2023 12 31
2023 12 31
1 1 3 3
1,125 561 564 —
(159,559) (79,567) (79,992) —
1,690 740 950 —
(239,692) (104,954) (134,739) —
2,815 1,301 1,514 —
(399,251) (184,521) (214,731) —
2023 12
2023 12
2023 12 2022 12
10
2023 2022 12 31 10
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Phitec Electronic (HK) Inc. Limited Phitec 2015 12
International Sales Representative Agreement
Phitec
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2023 12 31
75,000,000 18,395,682 56,604,318
5,000,000 - 5,000,000
2017 2.81
0.0001
431,081 2023 12 31
620,525
620,525
2023 12 31 2017
7,057,446
2017

SAR
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2023 12 31
(  0.0001 18,395,682
- 18,395,682 . B
JOR
JOR 2023 12 31 JOR 7,469,076
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2023 12 31

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

2021
2021 12 31 53,862 17,751,759 0 2 0 230
2021 12 31 177,323 17,929,082 0 2 0 230

2022
2022 12 31 119,121 18,048,203 0 2 0 265
2022 12 31 150,534 18,198,737 0 2 0 265

2023
2023 12 31 33,540 18,232,277 0 2 0 284
2023 12 31 163,405 18,395,682 0 2 0 284

2023 12 31
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2023 12 31
8 4,407,410 23.96
90 2,360,540 12.83
4,670 11,627,732 63.21
4,768 18,395,682 100.00

JDR JDR
JDR
JDR
2023 12 31

1,818,888 9.89
1,788,888 9.72
1,360,000 7.39
1,020,500 5.55
997,664 5.42
970,000 5.27

) . 25 Cabot Square, Canary Wharf,
MSIP Client Securities 420,600 2.29
London E14 4QA, U.K.

CACEIS Bank/Quintet Luxembourg 1-3 Place Valhubert 75013 Paris,

365,400 1.99

Sub AC/UCITS Customers Account France
300,000 1.63
298,100 1.62

9,340,040 50.77
JDR JDR
JDR
JDR
2021 12
Non-GAAP
Non-GAAP 50 12 31
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SOX
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162(m)
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2016 27

(a

I

(c

(d Insider Trading and Communication Policy

(e

Document Retention and
Destruction Policy

(a

(b
CEO
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(a Officer Vice President
(b Officer

Vice President

(c

Internal Auditor

(a

I

(a CEO Internal Auditor

O

(a
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Code of Anti-Social Force Operating Procedures
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12.5
2023 12 31
®)
CEO
2012
1959 CEO 1,818,888 (V)
2023 ()
cT0
2012 10
8
1957 cTo 3,327,664 (8)
2023 (6)
2023 12 31
(14 1952 12 (CFO) 3,781
2022
9
1978 20 C00 2023 10 85,033 (9
1953 11 18 6 10
DD 2023 ® | 1,020,500(10)
1957 2 6 11
DO®E 95 8 2023 ® 46,125 (11)
W® 1965 11 2023 ® 53,625 (12)
W) 1968 2023 ® 19,458 (13)
a 162(m)
Q@
G
4
G
(6 2023 2024
a 108,000
G 1,360,000 997,664 970,000
88,000
5,000 500
© 31,750
(10 23,646 2024
9,000
(11 2024 9,000
(12 2024 9,000
(13 2024 9,000
(14 2023 12 31 2024

68/153



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)

Ogoooood
2012 CEO
Techwell, Inc. 1997
2010 Intersil Corporation 2010 2012
1994 1996 Sigmax Technologies, Inc.
CD-ROM
1996 Adaptec, Inc. 1987 1994
RICOH USA
CEO
2012 CT0 2018
2010
1998 2010
1994 1996 1991
1994
Hypres Inc.
2022 CFO 2021 11
Gridspace, Inc. 2014 2021 10
e Astound Commerce Corporation
2013 6 2014 SaaS BuildinglQ, Inc.
2008 2013 Precise
Software Solutions, Inc. 2000 2005
Tvia, Inc.
MBA
2023 12 31 2024
Interim CFO
2023 10 (60]0) 2013 10
VP 2012
2013 10 Conexant Systems
2010 11 2012 1 Intersil
2004 2010 11
Techwell
2012 2005
1995 2001
Tvia, Inc. 2005 1989
1994 OPTi Inc.
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2012 2022
Al0 A10 Networks, Inc. NYSE  ATEN
2012 2018 11
2004 2010
1996
5401
2327
2021 2015
2013
E4 Strategies 2018
9627 2019
6544 2022 ICT
9432
162(m)
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Internal Auditor
CEO

CEO

CEO

MACIAS GINI & O"CONNELL, LLP.

2022 12
a.
462 36 770
(66 ) ( ) (109 )
462 36 770
(66 ) ( ) (109 )
352 50
36
b. a
C.
d.
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2023
2023
1
2023 220,000 99,000 - 319,000
2023 220,000 99,000 - 319,000
2023 170,000 25,500 - 195,500
2023 183,879 80,006 178,273 442,158
¢! FASB 718 ASC 718
¢ 2023 10 €00 2023
200,016 2023 28
25,000 25,000 7.13
5,000
2023 12 31
2023 12 31
o
2017/6/27 108,000 - $2.93 2027/6/27
2017/6/27 88,000 - $2.93 2027/6/27

Qa
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2023 12 31
2021
2021/2/10 6,750 2026
750
2024 10 5,000
2028 10
2023/9/28 25,000
5,000
22,500 30,000
10
2017 9,000
2023 9,000 2024
9,000
2023 9,000
2024 9,000
2023 9,000 2024
9,000
2023 9,000 2024
9,000
2017
2017 2017 10
SAR
2,500,000
2018 2027
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422
10,000,000

9,000 2021 7,500

10
1S0

2023 12 31
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O"CONNELL, LLP.

134

141.83

32

38

12

2023 12
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OooooOodd
2022 12 31 2023 12 31
SEC Form 10-K
59 131
MACIAS GINI &
40 321 35
193
SEC

29
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2023 12 31 2022 12 31
13,671 1,938,958 19,392 2,750,367
51,788 7,345,092 25,289 3,586,739
40 5,673 105 14,892
9,518 1,349,938 13,709 1,944,348
939 133,178 618 87,651
75,956 10,772,839 59,113 8,383,997
522 74,035 634 89,920
3,620 513,425 2,280 323,372
1,045 148,212 983 139,419
1,036 146,936 - -
891 126,371 - -
500 70,915 9,737 1,380,999
237 33,614 193 27,373
83,807 11,886,347 72,940 10,345,080
1,707 242,104 2,100 297,844
2,322 329,329 1,564 221,822
1,448 205,370 1,545 219,127
497 70,490 700 99,281
4,599 652,276 4,551 645,468
10,573 1,499,569 10,460 1,483,542
939 133,178 404 57,299
11,512 1,632,747 10,864 1,540,841
0.0001 0.01
2023 12 31 2022 12 31
5,000,000 5,000,000
2023 12 31 2022 12 31 - - - -
0 0
0.0001 0.01
2023 12 31 2022 12 31
75,000,000 75,000,000
2023 12 31 2022 12 31
18,395,682 18,198,737 2 284 2 284
27,477 3,897,063 26,046 3,694,104
18 2,553 147 20,849
44,798 6,353,700 36,175 5,130,700
72,295 10,253,600 62,076 8,804,239
83,807 11,886,347 72,940 10,345,080
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2023 2022

65,645 9,310,430 65,083 9,230,722
31,027 4,400,559 29,185 4,139,309
34,618 4,909,871 35,898 5,091,413
7,180 1,018,339 7,801 1,106,416
9,413 1,335,046 8,749 1,240,870
16,593 2,353,385 16,550 2,347,286
18,025 2,556,486 19,348 2,744,127
2,112 299,545 246 34,890
20,137 2,856,031 19,594 2,779,017
2,328 330,181 1,931 273,874
17,809 2,525,850 17,663 2,505,143
0.97 138 0.98 139

0.95 135 0.95 135

18,316,464 18,108,369
18,657,220 18,537,316
17,809 2,525,850 17,663 2,505,143
2023 12 31 44 2022

12 31 32 165 23,402 121 17,161
17,974 2,549,252 17,542 2,487,982
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2021 12 31 17,928,748 2 24,251 26 27,590 51,817
(284) (3,439,519)  ( 3,688)  (3,913,090)  (7,349,205)

_ - - 121 - 121
©) ) ( 17,161) ©) ( 17,161)

119,455 - 210 - - 210

o) (29,784) o) o) (29,784)

173,375 - - - _ _

©) ©) ©) ©) ©)

22,841 - 228 - - 228

) (32,337 ©) ©) ( 32,337)

_ - 1,813 - - 1,813

¢)  (257,138) o) ©) (257,138)

0.50 - - - - 9,078 9,078

©) () ¢) ( 1,287,533) ( 1,287,533)

_ - - — 17,663 17,663

©) ©) ©) (2,505,143) (2,505,143)

2022 12 31 18,198,737 2 26,046 147 36,175 62,076
(284) (3,694,104)  ( 20,849) (5,130,700) (8,804,239)

- - - - 165 - 165
() o) (23,402) o) (23,402)

33,540 - 45 — - 45

©) (6,382) ©) ©) (6,382)

186,750 - - _ _ _

©) ©) ©) ©) ©)

23,345 - 166 - - 166

¢) ( 23,543) o) o) ( 23,543)

- - 1,552 - - 1,552

)  (220,120) ©) o) (220,120)

0.50 - - - - 9,186 9,186

(&) o) ¢) ( 1,302,850) ( 1,302,850)

_ - - — 17,809 17,809

) ©) o) (2,525,850) (2,525,850)

2023 12 31 18,395,682 2 27,477 18 44,798 72,295
(284) (3,897,063) (2,553) (6,353,700)  (10,253,600)
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2023 2022
17,809 2,525,850 17,663 2,505,143
419 59,427 418 59,285
1,552 220,120 1,813 257,138
761 107,933 65 9,219
863 122,399 925 131,193
1,399 198,420 1,667 236,432
752 106,656 741 105,096
84 11,914 231 32,763
3,330 472,294 1,112 157,715
423 59,994 376 53,328
50 7,092 13 1,844
348 49,357 217 30,777
771 109,351 115 16,310
97 13,757 770 109,209
1,017 144,240 175 24,820
235 33,330 542 76,872
21,720 3,080,548 19,621 2,782,846
311 44,110 511 72,475
1,700 241,111 - —
47,939 6,799,188 33,923 4,811,299
31,767 4,505,514 15,875 2,251,551
18,183 2,578,895 18,559 2,632,223
9,137 1,295,901 9,031 1,280,867
45 6,382 210 29,784
166 23,543 228 32,337
9,258 1,313,062 9,049 1,283,420
5,721 811,409 7,987 1,132,797
19,392 2,750,367 27,379 3,883,164
13,671 1,938,958 19,392 2,750,367
3,410 483,640 3,345 474,421
814 115,450 715 101,408
— - 58 8,226
4,599 652,276 4,551 645,468
300 42,549 - -
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2012 2017

2015 11 2016

us

(OEM  ODM)
ASC Topic606

ASC606

FOB (free on hoard)

GAAP
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2023 2022
40% 47%
11% *
24% 33%
TSMC UMC
ASE Sigurd
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50

2023 12
2022 12 0.9 0.9

360 ASC360
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740-10
740-10
740-10
50%
740-10
2023 12 31
2023 11 2023-07 Topic 280
2023 12 16 2024 12 16
2023 12 31
2023 12 2023-09 Topic 740
2024
12 16 2023 12 31
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2016 2016-13 - Topic326
SEC SEC
2022 12 16 2023
2023 12 31
2017 2017-04 - Topic350
SEC SEC
2022 12 16 2023
2023 12 31
2023 25 1P Broadvis Corporation
805
$1,700
300
2,000
$1,090
891
19
2,000
(€D) Broadvis Corporation 0.3
2025 0.3
0.3
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2023 12 31 2022 12 31
$4,795 $8,621
4,723 5,088
$9,518 $13,709
2023 12 31 2022 12 31
$2,759 $2,521
94 94
36 36
2,889 2,651
2,367 2,017
$522 $634
2023 2022 12 0.4 0.4
2023 12 31 2022 12 31 0.9
12 31
15

2023 12 31
2022 12 31 $-
891
2023 12 31 $891

2023 12 31
$1,090
1,090
54
$1,036
2023 12 31 54 2022 12 31
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10 2023 12 31
2023 12 31
2024 12 109
2025 12 109
2026 12 109
2027 12 109
2028 12 109
2029 12 491
$1,036
2023 12 31 2022 12 31
$983 $812
468 152
401 71
199 282
180 173
68 22
23 52
$2,322 $1,564
2023 12 31
2022 12 31 1.4 1.5
2023 12 31 12
2022 12 31 1.5
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2023 12 31
$3,633 $1 - $3,634
37,624 76 - 37,700
2,600 - 3 2,597
11,504 - 51 11,453
$55,361 $77 $ 54 $55,384
$3,096
51,788
500
$55,384
2022 12 31
$4,007 $- $- $4,007
3,983 1 - 3,984
2,183 - - 2,183
13,631 - 20 13,611
3,391 1 19 3,373
21,654 1 149 21,506
$48,849 $3 $ 188 $48,664
$13,638
25,289
9,737
$48,664
2023 12 31 2022 12 31
$54,859 $54,884 $39,012 $38,927
502 500 9,837 9,737
$55,361 $55,384 $48,849 $48,664
2023 12 31 31 21
12 2023 12 31 19.7

0.1 2023 12 31
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50
2023 12 31
2023 2022 12

2023 12 31
$- $3,634 $3,634
2,198 35,502 37,700
600 1,997 2,597
10,953 500 11,453
$13,751 $41,633 $55,384

2022 12 31
$4,007 $- $4,007
3,984 - 3,984
2,183 - 2,183
- 13,611 13,611
- 3,373 3,373
- 21,506 21,506
$10,174 $38,490 $48,664
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2023 2022
$49,060 $45,001
9,034 9,503
5,614 6,533
1,193 2,593
744 1,453
$65,645 $65,083

2023 2022
$45,169 $38,985
20,476 26,098
$65,645 $65,083

2023 12 31 2022 12 31

$308 $389
176 179
29 52
6 6
3 8
$522 $634
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2026 12
2023 12 31 2022 12 31
( )
2023 12 31 2022 12 31
$1,045 $983
497 700
531 284
$1,028 $984
2023 2022 12 0.8
0.8 2023 2022 12 24
(
)
2023 2022
$775 $793
$790 $788
$814 $715
1.84 1.41
8.1% 5.6%
2023 12 31
2022 12 31
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2023 12 31
2023 12 31
2024 561
2025 407
2026 157
$1,125
97
$1,028
2023 12 31 2026
2024 2025 2026 12 31 0.7
0.7 0.3
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2017

2023 12 31 2022 12 31
2023 12 31 2022 12 31
2023 2022 12 31 0.0001
2023 12 31 18,395,682
2023 12 16
0.25
2023 12 31
31 2024 15
2024
2022 12 16
0.25
2023 31 2023
2023
JDR
JDR

0.0001
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2022 12 31

2024

2023
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5,000,000

75,000,000

JDR

9.1

18,198,737

2023 12 31

1,051,606
7,057,446
8,109,052

0.50

2024

2023 12 31

0.50

2023 30

JDR



2012

2012

2012
2012

2017

2012

2023 11

2022 12 31

2023 12 31

2017

2017

2017

2017

2012

2024

JDR

2024
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2012
10
110
10
2017
2012
2017 2017
2017
2012
2017 2017
2012
2017 2018 2027
2017 422
2017
6,674,252
727,949
419,750
74,995
7,057,446
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2021 12 31 584,243 $2.51 5.0 7,438
119,455 1.76
167 2.93
2022 12 31 464,621 $2.70 4.2 $2,106
33,540 1.34
2023 12 31 431,081 $2.81 3.3 $3,305
2023 12 31
431,081 $2.81 3.3 $3,305
2023 12 31
$0.16 3,000 0.1 $0.16
$0.37 10,000 1.6 $0.37
$0.97 8,000 1.9 $0.97
$2.51 51,780 2.7 $2.51
$2.89 40,000 3.2 $2.89
$2.93 238,734 3.4 $2.93
$3.18 79,567 3.6 $3.18
431,081 3.3 $2.81
2023 2022 12 0.2 1.3
10
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2021 12 31 474,450 $9.28
225,500 8.14
150,534 11.25
110,241 8.17
2022 12 31 439,175 $8.41
419,750 7.05
163,405 7.13
74,995 7.48
2023 12 31 620,525 $7.63
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2017

—2017
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)

2023 2022

$142 $147

559 581

851 1,085

$1,552 $1,813

4.0 4.9
2017
©O)
(i) (iii)
JDR
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2023 12 2022 12
JDR 7.63 8.14
2023 12 2022 12
10
401k
401k
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2023 2022

$17,809 $17,663

18,316,464 18,108,369
340,756 428,947

18,657,220 18,537,316
$0.97 $0.98

$0.95 $0.95

179,000 2023 12 31 146,000 2022 12 31
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2023 2022
$19,620 $19,391
517 203
$20,137 $19,594
2023 2022
$3,644 $3,536
66 58
1 1
3,711 3,595
1,383 1,664
$2,328 $1,931
2023 2022
21.00% 21.00%
0.1 0.01
0.91 0.91
0.83 0.33
““FDIN” 9.73 11.05
0.06 0.11
0.21 0.37
11.56% 9.86%
2023 2022
$53 $85
721 652
622 508
176 115
171 174
2,769 1,523
105 131
40 70
4,657 3,258
778 737
76 128
178 113
5 -
259 241
$3,620 $2,280
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0.8
31

IRC

2023 12 31
0.3

2023 12 31
4,200
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2033 2023 12
1.2
0.1
2023 2022

$391 $356

55 58

39 23

$407 $391

2022 12 31 6,200
2019 2018
2012

2012 2022
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2022 CHIPS CHIPS 2022 IRA

2022 16
CHIPS
IRA 2023

13
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Techpoint, Inc.
Consalidated Balance Sheets
(in thousands, except share and per share am ounts)

December 31, December 31,

23 2022
Assets
Current assets;
Cash and cash equivalents £ 13671 £ 19302
Short-term investments 51,7838 25289
Accounts receivable 40 105
Inventory-net 9318 13,709
Prepaid expenses and other current assets 939 G18
Total current assets 75,956 59,113
Froperty and equipment - net 522 634
Dreferred tax assets 3,620 2,280
Right-of-use assels 1,045 983
Imangible asset-net 1,036 —
Goodwill 801 —
Long-term investments 500 9,737
(Ciher assets 237 193
Total assets 3 BIEOT 3 71040
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable 3 1,707 % 2,100
Acerued lmbilities 2322 1,564
Customer deposits 1,44% 1,543
Lease liabilities 497 00
Dividend payable 4,599 4,551
Total current liabilities 10,573 10,460
Cther liabilities 939 S04
Total labilities 11,512 10,864
Commitments and contingencies (Note 6)
Stockholders” equity
Preferred stock, par value 3000001 per share = 5,000,000 shares authorized as of
December 31, 2023 and 2022; nil shares issued and cutsianding as of December
31, 2023 and 2022 — —
Common stock, $0.0001 par value per share - 75,000,000 shares authorized as of
December 31, 2023 and 2022; 18,395,682 and 18,198,737 shares issved and
outstanding as of December 31, 2023 and 2022, respectively 2 2
Additional paid-in capital 27477 26,046
Accumulated other comprehensive income {loss) 13 {147}
Retained eamings 44,798 36,175
Tetal stockholders' equity 72,205 52,075
Total liabilities and stockholders' equity % B3EOT 3 72040

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

Year Ended
December 31,
T2 2022

Reverue b3 65645 § 65,083
Cost of revenue 31,027 29,185
Gross profit 34618 35,808
Operating expenses

Research and development T.180 7,801

Selling, general and admimstrative 2413 £.749

Total operating expenses 16,593 16,550

Income [rom operations 18,025 19348
Orther income - net 2112 246
Income before income taxes 2,137 19 504
Imcome tax provision 2328 1,931
Wet income 5 17,800 & 17,663
Met income per share:

Basic 5 097 3 (.98

Drluted 5 095 5 095
Weighted-average shares outstanding used in computing net income per
share:

Basic 18,316,464 18,108,360

Dhluted 18,657,220 18,337,316
Comprehensive income;
Nel income ] 17,8092 § 17,663
Orther comprehensive meome, net of tax:

Unrealized gain (loss) on available-for-sale debt securities, net of tax

(expense ) benelit of (3 44) and 532 for vears ended December 31,

2023 and 2022, respectively 165 {1213
Comprehensive income 5 17974 § 17,542

See aeeom panving notes 1o consolidated financial statements,
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Techpoint, Inc.
Consolidated Statements of Stockholders’ Equity
{in thouwsands, except share amounts)

B Rl
Aol aied
Audditienal b Totad
Fald-[n Camprebamal Reisdnad Seschhalders”
Sharrs Armnemni Caphal I Loy} _Earningy Equity
Balances s of Decernber 31, 2021 17,928,748 2 5 M0 3 () 3§ X320 3 A7
ither comprefensive loss « unrnealized loss on wvailable-
Tor-sale debt senunities — - — (121} — (12
Tesmnie of eomimon iodk upon exmme of sodk
options and vesting of carly exercimed options 119455 — 210 — — P L]
Isnmnce of common stock. upon vesting of restnicted
#ock units 175,578 — — - - —
Shares repurchased for brc withholdings on vesting of
restricted stock units (22,810 — (ZZH) — - (285
Stogk-based eompenealion — - [ E] - — 1513
Cash dnadends declaned (50,50 per share) — — — — (R0TH) (R.07E)
Ml inoame — — — — 17.663 17653
Balwsces s of Devember 31, 2022 18198,737 § T 5 26046 § (147) § 38178 § SLOTE
Other comprebensive intome - weealized gain on
available-for-sake debd seiurnitios 165 (L5
Ismmnge of ¢ommeon stodck upon exem s of dock
options 35540 45 43
lzamnce of common stock upon vesting of restricted
dAock umits 186,740
Shares repurchased for te withholdings co vesting of
restricted stogk umits (23.345) L2 {165)
Rtock-based compenlzon 1.552 1532
Cah dnidends declaned (S0 50 per share) =188 9185
Nel income 17,800 I T80
Balamstes w0 of Devember 31, 2023 1EINSGE2 § l 5 17477 5 18 5 44798 5 TLIS
—_— — —

See accompanying notes to consolidated financial statements
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Techpoint, Inc.
Consolidated Statements of Cash Flows
(in thousandsy
Year Ended
Devember 3.
023 FIvs]
Cash Flows From Operating Activities
Met income 5 17808 5 17,663
Adjustments to reconcile net meome 10 net cash provided by operating
activities:
Depreciation and amortization 419 418
Stock=based compensation 1,552 1,813
{Accretion) Amortization of premium on available-for-sale invesiments (Tal)y 65
Inventory valuation adjustment B63 925
Dieferred income taxes {1,399 (1,667
Moncash lease expense 752 741
Changes in operating assets and habalities:
Agcounts receivable g 231
Inventory 3,330 (1,112}
Prepaid expenses and other current assets (423) 376
Ciher assets {500 13
Accounts payable (348) 217
Accrued habalities T71 (115}
Customer deposils (27 770
Lease liabilities (1,017 (175
Oaher liabilities 235 (542)
Met cash provided by operating activities 21,720 19621
Cash Flows From Investing Activities
Purchase of property and equipment (310 (511}
Acquisition of business and mtangible assats (1, 700 —
Purchase of debt securities (47,939) (33,923
Proceeds from maturities of debt securities 31,767 15875
Met cash used in investing actvities (18,183} (18,555
Cash Flows From Financing Activities
Payvment of dividends (2,137) (9,031}
Met proceeds from exercise of stock oplions 45 210
Payment for shares withheld for tax withholdings on vesting of restricted
stock units {1660 (238}
et cash used in financing activities (9.258) (9,045
Met decrease in cash and cash equivalents (5.721) (7987
Cash and cash equivalents at begmning of period 19,392 271379
Cash and cash equivalents at end of period 5 13.671 § 19,302
Supplemental Disclosure of Cash Flow Information
Cash paid for income taxes s 3410 35 3345
Right-of-use assets obtained in exchange for lease liabalities 5 514 5 715
Supplemental Disclosure of Noncash Investing and Financing
Information
Froperty and equipment purchased but not vet paid $ — 3 58
Cash dividend declared but not yet paid 5 4599 5 4,551
Indemmification obligation for acquisition of busimess and intangible assets $ 30008 —

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

1. Organization and Summary of Significant Accounting Policies
Chrganiztion

Techpoint, Ing. (together with its whollv-owned subsidiaries, the “Company’™) was aniginally incorporated in
California in April 20012 and reincorporated m Delaware in July 2017, The Company is a fabless semiconductor
company that designs, markets and sells mixed-signal integrated circuns for multiple video applications in the
security surveillance and automotive markets, The Company 15 headgquartered 1n San Jose, California.

Basiz of Consolidation and Sigaificant Accounting Policies

The accompanying consolidated financial statements include the accounts of the Company and have been
prepared in conformity with generally aceepted accounting principles in the United States ("GAAP7) and spplicable
rules and regulations of the Securities and Exchange Commission ("SECT), All imercom pany balances and
transactions have been eliminated. The functional currency of each of the Company’s subsidiaries is the US. dollar.

Foreign currency gains or losses are recorded as Other income, net in the Consolidated Income statements.

Revenue Recognition

The Company principally sells s products to distributors wha, in turn, sell to Original Equipment
Manufacturers (“OEM™) and onginal design manufecturers (“ODM™), contract manufacturers and design houses.
The Company accounts for revenue under Accounting Sandards Codification Topie 606 (“ASC 606", Reverne

from Comtracts with Customers. Under ASC 606, the Company satisfies its performance obligations and primarily
recognizes revenue upon shipment, at which time control of its products is transferred to its customers, The
Company applies the following five-step mode] for recopnimng 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 to the performance obligations in the comtract; and (5) recogrnze revenue
when the performance obligation is satisfied.

Produst revenue consasts of sales of mixed-signal integrated circuits into the secunity surveillance and
automotive markets. The Company generally requires advance payments from customers and records thess advance
payments, of contract liabilities, as customer deposits on its consolidated balance sheet. Since the Company's
performance obligations relate to contracts with a dusation of less than ane vear, the Company has elected to apply
the opticnal exemplion practical expedient provided m ASC 606 and 15 therefore not required 1o disclose the
ageregate amount of the transaction pnice allocated to performance oblizations that are unsatishied or partally
unzatisfied at the end of the reporting peried. The Company provides product assurance warranty only and does not
offer warranties to be purchased separately. The Company allocates the transaction price to each distinct product
based on a relative standalone selling price. Kevenue is recognized when control of the product 15 transferred 1o the
Company”s customers, upon shipment, at which time the performance obligation 15 satisfied. The Company”s
shipping terms are primarily FOB (free on board) shipping point, whereby legal title, risks and rewards of
ownership, and physical possession are transferred to the customer upon shipment. Substantially all of the
E&mpﬁ!}"scmmm pav infdvance of shipment, and no stock rotation, price protection or retum rights are

(d (i

Use of Maragement's Estinates

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 liahilties and disclosure
of contingent assets and liabilities at the date of the financial statements and reperted amounts of revenue and
expenses during the reporting pertod. Sigrificant estimates included in the consolidated financial statements include
inventory valuation, valuation allowance for recorded deferred tax assets, and the valuation of goodwill and net
assets acquired via business combination. These estimates are based upon information available as of the date of the
consolidated financial statements, Actual results could differ materially from those estimates.
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Certain Significant Risks and Uncertainties

The Company operates in a dynamic industry and can be affected by a variety of factors. For example, any of
the following areas could have a negative effect on the Company m terms of its future financial position, results of
operations of cash flows; the general state of the U5, China and world economies; the highly cvclical nature of the
industries the Company serves, successiul and timely completion of product design efforts; trade restrictions by the
United States against the Company's customers in Ching, or potential retalistory trade actions taken by China; the
loss of any of its larger customers; restrictions en the Com pany's ability 1o sell 10 foreign customers due 1o
additional U.5. or new China trade laws, regulations and requirements; disruptions of the supply chain of
components needed for its products; fundamental changes in the technelogy underlying the Company s products; the
hirtng, tramning and retention of key em plovees; and new product design introductions by competitors.

The Compary has been impacted by adverse macroeconomic and geopolitical conditions, These conditions
include bast are not imated 1o inflation, foreign currency fluctuations, the COVID-19 pandemic, and the supply chain
challenges and disruptions caused by any of these events. Management continues o actively monitor the impact of
these conditions on the Company”’s financial condition, Lguadaty, operations, end-customers (including ns significant
end-customers), distributors, suppliers, industry, and workforce. The extent to which such events impact the
Company”s business, prospects and results of eperations will depend on future developments, which are highly
uncertain, The Company has made estimates of the impact of these events within its financial statements and there
may be changes 1o those estimates in future periods.

Concentration of Customer and Credi Risk

Financial instruments that potentially subject the Company o concentrations of credit risk consist principally
of cash and cash equivalents, mvestments, and trade recevables. Risks assocated with cash and cash equivalents,
and investments are mitigated by banking with, and investing i, creditworthy institutions. The Company generally
requires advance payments from customers. The Company also performs credit evaluations of its customers and
prowvides credit to certain customers in the nomal course of business. The Company has not mcurred bad debt write-
offs during any of the periods presented.

For each significant customer, or distributor, and significant end-customer, revenue as a percentage of ofal
revenue is as follows:

Year Ended
Devemm ber A1,
023 2031

Customer
Customer A APy 47%
Customer B 11%% -
End-Customer
End-Customer A (1) 24% 33
* Less than 10P:

{1y Sales 1o End-Customer A primarily occurred through Customer A

Concentration of Supplier Risk

The Company is a fabless producer of sem iconduciors and it currently relies on Taiwan Semiconductor
Manufacturing Company Limited and United Microelectronics Corporation (formerly Fujitsu Electronics America,
Ine.) to produce substantially all of its semiconductors. Also, it rehies on Advanced Semiconductor Engineering. Ine.
and Sigurd Microelectronics Corporation to assemble, package and test substantially all of its semiconductors to
satisty substantially all of the Company’s production requirements. The failure of any subcontractor to fulfill the
production requirements of the Company on a timely basis would adversely impact future results, Although there are
ciher subconiraciors that are capable of providing similar services, an unexpected change in either subconiracior
would cause delavs in the Company's products and potentially result in a sigrmificant loss of revenue.

109/153



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoOooodn

Cash and Cash Equivalenis

The Company considers all highly liguid financial instruments purchased with an original maturity of three
months or less at the date of purchase to be cash equivalents. Cash and cash equivalents consist of cash on deposit
with banks, money market funds and commercial paper, the fair value of which approximates cost. The cash and
cash equivalents held with financial institutions are likely to exceed the amount of nswrance on the financial
instruments, potentially by significant amounts.

Financial Instruments

Financiml instruments held by the Company consist primanly of corposate bomds, commercial paper and
mioney market funds. The Company classifies the securities with remaiming 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, Unrealized gains and loases on securities, net of tax, are
recorded in accumulated other comprehensive income (loss) and reported as a component of stockhaolders” equity.,
Interest is included in Other income, net on the conselidated meome statements and comprehensive income.

The Compary evalutes the investments periodically for pessible other-than-temporary impairment ancd
reviews factors such as the length of time and extent to which fair value has been below cost basis, the inancial
condition of the ssuer, the Company”s intent 10 hold and whether the Company will not be required 1o sell the
security before its anticipated recovery, on a more-likely-than-not basis. 1f the declines in the fair 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 poriton in accumulated other comprehensive income (loss).

Fair Value of Finanetal Instruments

The Company estimates the fair value of certain financial assets and habalities based on available market
information and valuation methodologies considered to be appropriate. The valuation technigues used to measure
the fir values of the mstrument are based on quoted market prices or model-driven valuation using inputs derived
from or corrobarated by observable market data, See Note 4 “Fair Value Measurements of Financial Instruments™ of
these Notes to Consolidated Financial Statemenis for a further discussion on the fair value of fimancial mstruments.

Inventories

Inventones are stated at the lower of cost or net realizable value. Cost 15 computed using the standard cost,
which approximates actual cost determined on a first-in, first-out bases. Inventonies include work in process and
fimshed goods parts that may be specralized m nature and subject to rapid obsolescence. Because of the cyclical
nature of the market, inventary levels, ohaolescence of technology, and product life cveles, the Company generally
wrtes down myentones 1o net realizable value based on forecasted product demandd, Inventony write downs for
exeess quantity and technological ohaolescence are charged 1o cost of sales when evidence indicates clearly thata
less has been sustained. The amount wntten down for the vears ended December 31, 2023 and 2022 was 509
million and $0.9 million, respectively.

Froperty and Equipment
Property and equipment are stated al ¢ost less accunulated depreciation and are depreciated using the straight-

lne method over the estimated useful lives of the assets. The estimated useful lives range from two to three years for
computer cquipment and software, fumiture and leaschold improvements,

The Company evaluates the recoverability of property and equipment in accordance with ASC Mo, 360,
Accounting for Praperty, Plant, and Equipment. (" ASC 3607). The Company performs peniodic reviews to
determine whether facts and cireumstances exist that would indicate that the camying amounis of property and
equipment exceeds their fair values. 11 facts and circumstances indicate that the carmving amount of property and
equapment might not be fully recoverable, projected undseounted net cash Mows associated with the related asset or
group of assets over their estimated remaining useful lives are compared against their respective carmyng amounts.
In the event that the projected undiscounted cash flows are not sufficient to recover the carrying value of the assets,
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the assels are written down to their estimated fair values based on their expected discounted future cash lows
altributable to these assets.

Froduct Warranty

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

Research and Development Costs

Research and development costs are expensed s incurred, Such costs consist primarily of expenditures for
labor, benefits and mask sets, design, protodvpe and soltware expense.

Stock-FBased Compensation

The Compary 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 to estimate certain key assumptions including, stock price, future stock price volatility, expected term of
the options, risk free rates, and dividend yields. The fair value of a restricted stock unit is determined based on the
fair value of the Company’s common stock on the date of grant. The Company adpusts compensation expense for
forfeiture of equity incentive awards as they oceur, The resulting cost is recognized over the period that the
employee is required 1o provide services for the award, which is usually the vesiing period The Company
recognizes compensation expense over the vesting penod using the straight-hne method and classifies these amounts
based on the department to which the related employee 15 assigned. See Note & “Stock-Based Compensation” for a
description of the Company s stock-bazed emploves compensation plans and the assumptions the Company uses to
calculate the fair value of stock-based emploves compensation,

Stock-based awards issued to non-employees 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-
employees utilizing the Black-Scholes option pricing model. S1ock-based compensation expense for stock-based
awards =sued to nonemplovees is recognized over the requisite service period or when it 1s probable that the
performance condition will be satisfied. The fair value of stock-based awards to non-employees 15 measured at each
reporting period until 8 measurement date is reached.

Incame Taxes

The Company accounts for income taxes using an asset and liahility approach as prescribed in ASC 740-10,
Income Taxes, 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 m the
Company”s [inancial statements or tax returns. A valuation allowanse 15 recorded 10 reduce deferred 1ax assets when
it is more likely than not that a tax benefit will not be realized.

ASC T40-10 prescribes a recognition threshold and measurement framework for the Dinancial satement
reporting and disclosure of an income tax position taken or expected to be taken on a tax retumn. Under ASC 740-10,
& tax position is recognized in the financial statements when it is 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 e position that meets the recognition threshold is then measured to determing the largest amount of
the benefn that has a greater than 50% hkelhood of being realized upon settlement. The Company recognizes
interest and penalties related to unrecognized tax benefits as a component of the provision for ncome taxes in the
Consolidated Income Statements and Comprehensive Income,

The caleulation of tax liabilities involves significant judgment in estimating the impact of uncertainties in the
apphication of complex tax laws across multiple tax jurisdictions, Although ASC 740-10 provides clanfication on
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the accounting for uncertainty in neeme taxes recognized in the Onancial statements, the recognition threshold and
measurement Fram ewark will comtinue 1o require signifhicant judgment by management. Resolution 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 Issned Accounting Provouncemenis Not Yer Adopted (As of December 21, 2023)

In November 2023, the FASE issued ASU No. 2023-07, Segment Reporiing (Topic 280%: Improvements to
Reportable Sepment Disclosure. This puidance improves reportable segment disclosure requirements, primarily
through enhanced disclosures about significant segment expenses. The guidance is effectve for fiscal vears
beginning after December 15, 2023, and intenim period within fiscal years beginning after December 15, 2024, The
company plans to adopt the guidance prior to the effective date and has not early adopted for the annual period
ending December 31, 2023, The impact of this puidance 15 not expected o have any material impact on the
disclosure of the company s consohidated financial statements.

In December, 2023, the FASE issued ASU 2023-09, Income Taxes (Topic 7407 Improvement 1o income tax
disclosure. This guidance modifies the rules on income tax disclosures to require entities to disclose (1) specific
categories i the rate reconciliation, (2) the meome or loss from continuing operations before mcome tax expense or
benefit (separated between domestic and foreign) and (3) income tax expense or benefit from continuing operations
(separated by federal, state and foreign). The guidance also requires entities to disclese their income tax payments to
international, federal and state and local jurisdictions, among other changes. The puidance 15 effective for fiscal
vears beginning after December 15, 2024, The company plans to adopt the guidance prior to the effective date and
has not early adopted for the annual period ending December 31, 2023, The impact of this guidance i3 not expected
to have any material impact on the company”s consolidated financial statements,

Recently Adopted Acconnting Pronouncenents

Im June 2016, the FASE issued ASU Mo, 20016-13, Financial Instruments-Credit Losses (Topic 326):
Measuverent af Credit Losses on Finareial Tnstruments, which requires the measurement and recognition of
expected credin losses for financial assets held a1 amortized cost. It also eliminates the concept of other-than-
tem porary impairment and requires credit lesses related 1o available-for-sale debt securities 1o be recorded through
an allowance for credit losses rather than as a reduction m the amortized cost basis of the secunties. These changes
will result in more timely recognition of credit losses. The guidance is effective for fiscal vears beginning after
December 15, 2022 for SEC filers that are eligible to be smaller reporting companies under the SEC's definition,
and interim periods within those fiscal vears, The Company adopted this guidance on January 1, 2023, The adoplion
did mot have a material mpact on the Company’s consolidated financial statem ents as of and for the vear ended
December 31, 2023,

I January 2017, the FASE issued ASU Mo, 2001 7-04, Intangibles-Goodwill and Other (Tapic 3500
Simphifying the Test for Goodwill Impairment (" ASL 201 7-04%). ASU 2001 7-04 eliminates the requirement to
calculate the mplied far valee of goodwill (second step) to measure a goodwill impairment change. Under the
guidance, an impairment charge will be measured based on the excess of the reporting unit’s carmying amount over
its fair value (first step). The guidance is ¢ffective for fiscal vears beginning after December 15, 2022 for reporting
companies that are elizible to be smaller reporting companies under the SEC™s definition, and mterim perisds within
these fiscal years. The Company adopted this gurdance on January 1, 2023, The adoption did not have a material
impact on the Company”s consolidated financial statements as of and for the year ended December 31, 2023,

Reclassification

Certain prior year amounts have been reclassified for consistency with the current vear presentation. These
reclassifications had no effect on the reported current/iotal assets, current/todal liabilities, or resulis of operations.
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2, Acguisition

On July 25, 2023, the Company completed the purchase of cenain assets of Broadvis Corporation, including
inielleciual property for the enhancement of semiconducior functions for sutemotive applications.
The acquasation was accounted for as a business combination in accordance with Accounting Standards Codification
Topc 805, The table below summarizes the allocation of fair value to the assets acquired on the date of acquisition
under the acquisition method of accounting.

The consideration transferred included the following (in thousands):

Amounl
Cash consideration 5 1,700
Security for the indemnification obligations (17 300
Tatal consideration 5 2,000
Acquired intellectual property 3 1,090
Goodwill 891
Cither assels 19
Total acquired assets 3 20000

{1) The 303 million that was retained by the Company at closing as security for the indemnification
obligations of Broadvis Corporation is expected o be released in January 2025, barming unforeseen crcumstances.

The significant estimates and assumptions used by the Company in the determination of the fair value of the
seguired intellectusl property intangible assets ncludes revenue growth rate, expected remaining life, and discouni
rate. The goodwill resulting from the ransaction 15 attiribuntable to assembled workforce, anticipated future
intellectual property, expected future new customers, and other umidentifiable and inseparable inangible assets. The
fair value of acquired assets was measured as of the acquisiion date based on a valuation report provaded by a third-
party valuation expert. Acquisition-related costs were mmaterial and were expensed as incurmed. Fro forma
historical results of operations related to the acquisition have not been presented because they are not significant to
the Company’s consclidated financial statements, either individually or in the aggregate.

3. Balance Sheet Componenls
Tnventory, net
Imventony consists of the following (in thousands):

December 31, December 30,
2023 2023

Work in process-net 5 47958 R621
Finished goods-net 4723 5088
Total nventory-net 5 9518 5§ 13709
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Froperty and equipment, nel
Property and equipment, net consists of the following {in thousands):

December 31, December 31,

2003 2023
Com puter equipment and software 5 2759 § 2,521
Leasehold improvements o4 a4
Furniture 36 36
Total property and equipment 2,889 1651
Less: accumulated depreciation (2.367) (2017
Total property and equipment - net 5 512 % 634

The Company recorded 30.4 million and $0.4 million of depreciation expense for each of the years ended
December 31, 2023 and 2022, respectively.

Trtangible assets, net and goodwill

Goodwill as of December 31, 2023 and 2022 was 30,9 million and nil, respectively, Goodwill is tested for
impairient annually as of December 31 of more frequently on a reporting unil basis when events o chamges in
cireumstances indicate that impairment may have ocourred. The goodwill 15 expected to be amortized over 15 vears

for tax purpose.
Changes i the carrving amount of goodwill for the vear ended December 31, 2023 are as follows (in thousands):

Tolzl
Goodwill at December 31, 2022 5 -
Acquisition 891
Adjustmenis —
Goodwill at December 31, 2023 3 B91
Intangible assets, except goodwill consist of the following (in thousands):

[secember 31,

033
Accuired intellectual propenty 5 101500
Total finite-lived intangible assets 1,080
Less: accumulated amortization (54
Total finite-lived intangible assets, net % 1,036

The amortization expenses of intangible assets for the year ended December 31, 2023 and 2022 were 354,000
and nil, respectively.

The acquired intellectual property is amortized over 10 vears. As of December 31, 2023, expected

amortization expense for the unamortized imangible assets for the next five vears and thereafter 15 as follows (in
thousands):
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Year Endimg Deceinbey 3, A

224 5 [
2025 108
20026 108
2027 104
2028 10
Thereafter 401
Taital i 1,036
Accrued Ligbilities

Agcrued liabilities consist of the following (in thousands):

December 31, December 31,

2023 2002
Payroll-related expenses 5 983 5§ 812
Taxes payable 468 152
Accrued inventory 401 |
Engineering services 199 282
Accrued warranty 180 173
Other 68 22
Professional fees 23 52
Total accrued liabilities § 231 % 1,564

Customer Deposits

Customer deposits represent payments received in advance of shipments and Muctuate depending on timing of
customer pre-payments and product shipment. Customer deposits were S1.4 million and 31,5 million as of
Décember 31, 2023 and December 31, 2022, respectively. The Company generally expects to recognize revenue
from customer deposits during the three month interim peried immediately following the balance sheet date. During
the year ended December 31, 2023, the Company recognized $1.5 million of revenue from the December 31, 2022
customer deposits balance
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4. Fair Value Measurements of Financial Instruments

Summary of Financial Instruments

The following is a summary of financial instruments (in theasands):

December 31. 2023
Gross CEross Estbmated Fair
Amortieed Cost  Unrealized Galn Unrealized Loss Valies
Available-for-sale securities:
Certificate of deposit 5 3633 S 1 % — % 3634
Treasury bill 37,624 6 -_ 37,700
Govemnment agency bonds 2600 — (3} 2,507
Corporate bomds 11.504 — (51} 11,453
Total available-Tor-sale securities 5 35,361 3 77 5 (54) 5 55384
Reported in:
Cash and cash equivalents 5 3,056
Shori-term mvestments 51,728
Long-term investments 50K
Total available-Tor-sale securities s 55,384
December 31, 2022
Gross Laross Estimabed Falr
Amortized Cosl Unrealized Galn - Unreallzed Loss Valiwes
Available-for-sale securities:
Certificate of deposit 5 4,007 5 i 5 4,007
Treasury bill 3,083 1 — 3984
Momey market funds 2,183 — — 2183
Commercial paper 13,631 — (20 13,611
Govermment agency bonds 3,391 1 {19} 3373
Corporate bomds 21,654 1 {149 21,506
Total available-Tor-sale securities 5 45,849 5 i3 (188) % 48,604
Reported in:
Cash and cash equivalents -] 13638
Short-term mvestments 25,289
Long-term investmenis Q.737
Total available-Tor-sale securitics 3 48,664
The contractual maturities of availlable-for-sale securities are presented in the following table (in
thousands):
December 3. 2023 December 31, 2022
Estimnted Fair Estimated Fair
Amorfined Cost | Value  _Amortieed Cost  _ Vale
[ue in one vear or less 5 5435 § 54884 5§ 39012 § 38,927
Dhue between ane o two years S0z S0 9,837 9,737
3 55361 3 55384 5 48,849 § 48,664

The Company had 31 invesiments in unrealized loss positions as of December 31, 2023. 21 of such
investments have been in unrealized loss positions for less than twelve months. The total fair value of such
investments 155 197 million with unrealized losses of § 0.1 million as of December 31, 2023, There were no
ruvaterial gross unrealized losses from available-for-sale secunities and no material realized gains or losses from
available-for-sale secunties that were reclassified out of accumulated other comprehensive income for the vear
ended December 31, 2023
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For investments in available-for-sale debt securities that have unrealized bosses, the Company evaluates
whether (1) it has the intention 1o sell any of these investments and (i1) whether it is not more likely than not that it
will be required to sell any of these mvestments before recovery of the entire amortized cost basis. Based on this
evaluation, the Company determined that there were no other-than-temporary impairments associated with
investments as of December 31, 2023,

There were no sales of available-for-sale securities for the years ended December 31, 2023 and 2022

Fair Value Measuremenis

Fair value 15 defined as the exchange price that would be received from selling an asset or paid to transfer a
labality in the principal or most advaniageows market for the asset or hability 1n an orderly transaction between
market participants on the measurement date. The Company measures financial assets and liabilities a1 fair vahee at
each reporting pericd using a fair value hierarchy which requires the Company to maximize the use of observable
inputs and mmimize the use of unobservable inputs. A financial instrument”s classafication within the fair value
hierarchy is based upon the lowest level of input that is significant 1o the Fair value measurement. Three levels of
inputs may be used to measure fair value:

Lewvel 1, Valuations are based on unadjusted quoted prices in active markets that the Comipany has the ability
tor sccess for wdentical, unrestricted assets and do not myvolve any meaning ful degree of judgment

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

Level 3, Unohservable inputs that are supported by Inttle or no market activity and that are sigmificant to the
fiair value of the assets or labilities, incleding pricing models, discounted cash Now methodologies and similar
techniques.

The following table sets forth the Company”s financial instruments that were measured ait fair value by level
within the fair valee hierarchy (in thousands):

Fair YValue Meaairement sl Reporting Dale Using

Quoied Prices in Significant
Aclive Markels Otler
for ldemiical Observable
Assrls Inpats
{Level 1) {Laevel 2) Toial
As ol December 31, 2023
Financial assels - available-for-sale securities
Certificate of deposit b — & 3634 S 3634
Treasury hills 2,198 35,502 37,700
Govemment agency bonds GO0 1,997 2,597
Corporate bonds 10,953 500 11,453
Total financial assets - available-for-sale secunities £ 13,751 & 41,633 S 55,384
As ol December 31, 2022
Financial assets - available-for-sale secunties
Certificate of deposit 5 4,007 & — 3 4,007
Treasury bills 3,984 — 3,984
Money market funds 1183 2183
Commercial paper 5 - 13,611 13,611
Govenment agency bonds — 3373 3373
Corporate bonds — 21,506 21,506
Tuotal financial assets - available-foe-sale securities 5 10,174 § 38490 5 48,664
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The Company uses a pricing service 1o assist in determining the fair values of all of its cash equivalents,
shar-lerm investments and long-lerm investments. The pricmg service uses inpuls from multiple industry standard

data providers or other third party sources and applies various acceptable

5 Segment Information

methodologies.

Operating segments are defined as components of an enterprise about which separate financial information 15
available that is evaluated regularly by the chiel operating decision maker in deciding how io allocate resources and

in assessing performance.

The Company”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
om a regular basis. Accordingly, the Company considers itself to be one reportable segment, which is comprised of
ome operating segment: the designing, marketing and selling of mied-signal integrated circuits for the security

surveillance and automotive markets,

Product revenue from customers is designated based on the geographic region to which the product 1s

delivered. Revenue by geographic region was as follows (in thousands):

Vear Ended
December 31,
023 2022
China g 49060 S 45,001
Taiwan 9,034 9,503
South Korea 5614 6,533
Japan 1,193 2,593
Other 744 1,453
Total revenue 5 65645 5 65,083
Eevenue by principal product lines were as follows (in thowsands):
Year Ended
December 31,
2023 2022
Automotive ] 45169 5 38,985
Security surveillance 20476 26,008
Total revenue 5 65,645 8 65,083
Long-lived assets per peographic region were as follows (in thousands):
December 31, December 31,
20123 P
Taiwan b 308 3 3Eo
China 176 179
United States o) 52
South Korea [ &
Japan 3 3
Total property and equipment - et 5 522 % 6534
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&, Commitments and Contingencics

The Company™s leases are recorded as operating lease night-ofeuse (“ROU™) assets and operating leases
liahilities. The Company determines if an amangement contains a lease at inception, The Company leases facilities
under non-cancelable lease agreements expiring throwugh fscal vear 2026, The Company s lease agresments do not
inglude variable lease payments or any restrictions or covenants. As the rate implicit in each lease agreement 1s 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 adjusted for initial direct costs and prepaid rent but do not reflect any
oplions to extend or termimate its lease apreements, any resicdual value guarantees, or any' leases that have yvel o
COMMEnSe.

The right-of-use assets and lease liabilities related 1o operating leases are as follows (im thowsands):

Decenber 31, December 31,
2023 2023
Right-of-use assets 5 1,045 % 983
Lease liabalities — Current % 497 % T
Lease liabalities = Mon-Current 531 284
Taotal lease liabilities 5 1028 3% 934

Rent expense under operating leases was $0.8 million and 50.8 million, for the years ended December 31,
2023 and 2022, respectively. The rent expense recognized from shori-term leases was 324,000 for each of the vears
ended December 31, 2023 and 2022,

The following table summarizes the Company’s lease costs and weighted-average assumptions used in
determining its lease assets and lease liabilities for each vear as follows (dollars in thousands):

December 31,
2623 Fi2a

Crperating lease cost i T & 93

Cash paid [or operating leases £ 70 8 788

Right-of-use assets obtained in exchange for operating lease liabilities

(1}

Mew leases commenced during the period b B4 3 1s
Weighted average remaining term for operating leases 1.84 years 1.41 years
Weighted average discount rate for operating leases 1% 56%

[y

Druring the vear ended December 31, 2023, the Company extended the term of ns leases for the United
States Headqguarters and South Korea. Both leases were treated as a modification bul not as a separate
contract, as no additional right-of-use was granted and lease modification was accounted for as a non-cash
change in existing lease liabilities and the nght-of-use assets, In addition, the Company entered into two
lease agreements for new office spaces m China and one lease agreement for brand new office space in
South Korea, and additional right-of-use was granted.

During the vear ended December 31, 2022, the Company entered into a new lease in Taiwan when itz
existing facility lease terminated, and extended the term of its leases in China, Japan and South Korea. The
lease extensions were treated as modifications but not as separate contracts, as no additional right-of-use
was granted. The China, Japan and South Korea lease modifications were accounted for as non-cash
changes in existing lease liabilities and right-of-use assets,
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As of December 31, 2023, the ageregate fwture minimum lease payments under non-cancelable operating
leases consist of the following (in thousands):

Year Ending December 31, MAmoamt
2024 5 s61
2025 407
2026 157
Taotal 5 1,125
Less effects of discounting =7
Lease Liabalities recognized 5 1028
Purchase Commitnents

As of December 31, 2023, the Company had purchase commitments with its third-party supphers through
fiscal year 2026, Future minimum payments under purchase commitments ane 50.7 million, 30.7 million and 30.3
million for the vears ended December 31, 2024, 2025 and 2026, respectively,

Litigation

Although the Company 15 not currently subject to any liigation, and no litigation s currently threatened
agaimst it, the Company may be subject to legal proceedings, claims and litigation, including intellectual property
Istigation, anising in the ordmarny course of business, Such matters are subject to many uncertaintics and the
puteomes are not predictable with assusance. The Company accrees amounts that it believes are adequate to address
any ligbilities related 1o legal proceedings and other loss contingencies that the Company believes will result in a
probable loss if reasonably estimable.

Indemnification

During the formial cousse of business, the Company may make certain indemnities, commitiments and
puarantees which may inchede imellecal property indemmities o certaim 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 indemnification
provisions is generally limited to the total amount paid by a customer under the agreement. However, certain
sgreements include indemnification provisions that could potentally expose the Company 10 losses in excess of the
amoant recerved under the agreement. In addition, the Company' has agreed 1o indemnify its olficers, directors and
certain key employees while they are serving in good faith m such capacities.

The Compary has not recorded any Labiliy for these indemnities, commitments and guarantees in the
sccom panying consolidated balance sheets. Where necessary, the Company accrues for losses for any known
contingent liabilities, including those that may arise from indemnification provisions, when future payment is

probable.

7. Stockholders” Equity
Preferred Stock

The Compary was authorized to issee 5,000,000 shares of preferred stock with a 50,0001 par value per share
a8 of December 31, 2023 and 2022, The shares of preferred stock issued and outstanding was nil as of December 31,
2023 and 2022,

Comnent Stack

The Compary was authorized to assue 75, 0000000 shares of common stock with 50,0001 par value per share
as of December 31, 2023 and 2022, As of December 31, 2023, the shares of common stock 1ssued and outstanding
were 18,395,682, As of December 31, 2022, the shares of common stock issued and cutstanding were 18,198,737
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The Compary has reserved the fellowing number of shares of commoen stock for future issuances:

Decembser 3,
2023
Outstanding stock awards 1,051 606
Shares available for future issuance under the 2017
Stock Incentive Plan T.057 446

Total common stock reserved for future sseances gimiusz

Drividend

On December 15, 2023, the Company announced a cash dividend of an aggrepate of 30,50 per share for fiscal
20024, payable in two equal installments of 30.25 per share. The first installment of the dividend has been acerued as
of December 31, 2023 in the amount of $4.6 million and 15 payable to ftockholders of record as of the close of
busmess on January 31, 2024, The payment date for the first installment on its shares of common stock (including
commaon stock underlying JDS) was February 15, 2024, The second mstallment of the dividend i3 not acerued as of
December 31, 2023 because it is anticipated to be paid i the third fiscal quarter of 2024 and the declaration of the
second installment s subject to the board of director”s approval and in accordance with applicable law.

On December 16, 2022, the Company announced a cash dividend of an aggregate of $0.50 per share for fiscal
2023, payable in two equal installments of $0.25 per share. The first installment of the dividend was paad duning the
first Discal quarter of 2023 1o stockholders of record as of the close of business on January 31, 2023 The second
installment of the dividend was paid in July 2023 to stockholders of record as of the close of business on June 30,
2023, The aggregate amount of the two dividend payments was 59,1 million

8. Equity Incentive Plan
Stock Tncentive Plan

In Apnil 2012, the Company adepted the 2012 Stock Cption Plan (2012 Plan™). The 2012 Plan provides for
the granting of stock-based awards to emplovees, 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 far market value. For emplovees holding more than 1074 of the voting rights of all classes of stock, the
exercise prices for incentive and non-statutory stock options must be at least 110%: of the far market value of the
cormmaon stock on the grant date, as determ ined w the Company”™s board of directors. The terms of options granted
umder the 20012 Plan may ned exceed ten yvears.

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

In August 2017, the Company adopied the 2017 Plan. The Company”s stockholders approved the 2017 Flan m
September 2017 and it became effective immediately prior to the closing of the Company’s IPO. In connection with
the adoption of the 2017 Plan, no addittonal awards and no shares of commeon stock remain available for Ruture
issuance under the 2012 Plan and shares reserved but not 1ssued under the 2012 Plan as of the effective date of the
2001 7 Plan were included m the number of shares reserved for issuance under the 2017 Plan. In addition, shares
subject to awards under the 2012 Flan that are forfeited or term inated are added to the 2017 Flan, The number of
shares available for issuance under the 2017 Plan is autematically inereased on the first day of each fiscal vear
beginming on January 1, 2018 and ending on (and including) January 1. 2027, in an amound equal 1o the lesser of (1)
4% of the outstanding shares of the Company’s common stock on the last day of the immediately preceding fiscal
year, or (2) another amount determined by the Company’s board of directors. The 2017 Plan provides for the
granting of incentive stock options within the meaning of Section 422 of the Internal Revenue Code to emplovees
and the granting of non-statutory stock options to emplovees, non-emplovee directors, advisors and consultants. The
2017 Plan also provides for the grants of resiricted stock, stock appreciation nights, stock unit and cash-based awards
1o em plovees, non-emploves directors, advisors and consultants,
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Cm November 7, 2023, the board of directors of the Company determined ned to increase the number of shares
of the Company” s common stock authorzed for ssuance wder its 20017 Stock Incentive Plan for the 2024 fiscal
vear, which would have been otherwise subject to a four percent (4%0) annual mcrease on January 1, 2024,

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

Awardds
Avallalie
for Grant
As of December 31, 2022 6,674,252
Authonzed 727,949
Granted (419,750
Canceled 74,905
As of December 31, 2023 7,057 446

Stock Optrons
The Company”s stock option activity under the stock incentive plan is summarized as follows:
Welghted.
Average
Welzed - Remaining Aggregaie
Options Averape Canlractual Intrimsic
Tasapedl andd Exeriur Term Value
Oaiistanding Price {Years) (i thousand sp
As of December 31, 2021 584,243 5 2.51 50 3 7438
Granted - —
Exercised (1159,455) 1.76
Canceled {167} 293
As of December 31, 2022 464621 5 2.70 42 3 2,106
Granted
Exercised (33,5400 1.34
Canceled _ -
As of December 31, 2023 431,081 3 2.81 33 % 3,305
Options vested, expected to vest and exercisable as
of December 31, 2023 431,081 281 33 3,305

The stock options cutstanding and exercisable by exercise price at December 31, 2023 are as follows:

Dptions Outstanding, Vested and Exvercisabile

Weighted
Average Welghted-
Femaining Average
Conl raclual Exercis:
Exercise Price Mumber Life (Y earsy Price
5 le 3000 ol 5 16
37 10,00 1.6 037
0ey 5000 1.9 097
2.51 51,780 2.7 251
2.89 40,000 2}l 239
263 238734 34 293
318 567 36 318
431,081 33 2.81

The aggregate intrinsic value of options exercised for the vears ended December 31, 2023 and 2022 was 50.2
evillion and $1.3 million, respectively. The Company has vanious vesting agreements with emplovees. Options
granted generally vest over five vears and generally are exercisable up to 10 vears
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Restricted Stock Units
The Company”s restricted stock unit activity is summarnized as follows;

Unlis Welghted- Average

sz mmd Grant Dute

Oulstanding Falr Valwe
As of December 31, 2021 474,450 9.28
Granted 225,500 514
Released (150,534) 11.23
Canceled {110,241} 217
As of December 31, 2022 430175 5 541
Granted 419,750 T.05
Released (163,405 713
Canceled (74.995) 748
As of December 31, 2023 63)‘515 3 763

Restncted stock urts are converted mto shares of the Company’s commen slock upon vesting on a one-for-
one basis. Restricted stock unit awards generally vest over a five-year peniod and are subject to the grantee’s
continued service with the Company.

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

Vear Ended
December 31,
2033 2032
Cost of revenue 5 142 5 147
Research and development 550 581
Selling, general and administrative 851 1,085
Tetal 5 1.552 % 113

The remaining unrecogrized stock-based compensation related to non-vested awards was 34,0 million as of
December 31, 2023 and will be recopnized over a weighted average remaining period of approximately 4.9 vears,
The Company” s stock-based compensation expense related to stock option issuance is based on the estimated fair
value of the option award at grant date caleulated using the Black-Scholes option-pricing model. The Company has
not issued stock options since its IPO in 2017, the following valuation assumptions relate to the stock options issued
prior to its PO and to restricted stock units issued subsequently. Expense is recognized on a straight-line basis over
the employes’s service period,

Valwarion assunptions ~ In order to estimate the fair value of stock-based compensation, the Company
considered the fuir value of the Company’'s common stock, the risk-free rate, the options” expected term, the
volatility and the expected dividend yield, at the time of grant, as follows:

Fair value of commen steck - Given the absence of a public trading market prior 1o the Company s [PO
2017, the Company s board of directors considered num erous objective and subjective factors to determine the fair
value of the Company”s common stock which included, but were not limited to (1) contemporaneous independent
third-party valuations of the Company’s common stock, (1) the rights and preferences of the Company™s preferred
stock relative 1o common stock; (1) the lack of marketabality of common stock, (iv) developments in the business,
and (v} the likehibood of achieving a hgqudity event, such as an miteal public offering or sale of the Company, given
prevailing market conditions.

Subsequent 1o the Company”s [PO, the fair value of the Company s common stock was the per share closing
price for the Company s JDS as reported on the Growth Market of the Tokyo Stock Exchange on the date of grant.
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Risk-free interest rate — The Company based the fisk-free interest rate on the mpled vield available on 1S
Treasury zero-coupon 1ssues with an equivalent expected term to the awards for each award group.

Expected ternt — The expected term represented the period that the Company s stock-based awards are
expected to be outstandmg. The Company applied the simphified approach in which the expected term of an award 15
presumed to be the mid-point between the vesting date and the expiration date of the award.

Volatifity — The Company determined volatility based on the historical stock volatihities of a group of
publicly listed guideline comparies over a penod equal to the expected terms of the awards,

Dividend yield — Al the ume of stock option grants, the Company assumed an expected dividend yield of
BCTO.

Employee Stock Awards

The weighted-average grant date fair value for employee restricted stock units for the vears ended December
31, 2023 and 2022 was $7.63 and 38,14, respectively, utilizing the JDS price on the date of grant.

Nor-Emplovee Stock Awards

The Compary did not grant any stock awards o non-emplovees during the vears ended December 31, 2023
and 2022, Non-employee stock awards are measured at fair value on the grant date and the relating stock-based
compensation expense is recognized as awards vest.

10, Em plovee 401(k) Plan

The Compary sponsors a 401{k) tax-deferred savings plan for all emplovees in the United States who meet
certain eligibility requirements. Participants may contribute up 1o the amount allowable as a deduction for Federal
inecme tax purposes. The 401(k) Plan provides for a discretionary emplover-matching conteibution. The Company
has not made any matching contnbutions 1o the 401(k) Plan to date.
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11, Net Income Per Share

The following table presents the caleulation of basic and diluted net income per share (in thousands, except
share and per share data):

Vear Ended
Decrmmber 31
1023 FIE]

Mumerator:
Basic and diluted;

Met income 3 17,309 % 17,663
Denominator:
Basic shares:

Weighted-average shares outstanding used in computing basic net

income per share 18,316,464 18,108 369
Dribated shares:

Effect of potentially dilutive securities:

Stock optrons and restricted stock units 340,756 4285947

Weighted-average shares outstanding used in computing diluted

nel income per share 18,657,220 18,537,316
Met income per share:

Basic 087 3 0,98

Dnluted 085 % .95

The potentially dilutive securities outstanding related to stock options &s of December 31, 2023 and 2022 that
were excluded from the computation of diluted net income per commen share for the periods presented as their
effect would have been antidilutive was 179000 and 146,000 shares, respectively.

12. Income Taxes

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

Vear Ended
December 31,
3023 2022
Domestic 5 19620 5 19,391
Fareign 517 203
Income before income taxes 5 20,137 35 19,504
The components of the provision for income taxes are as follows (in thousands):
Vear Ended
Deoember 31,
2023 2027
Current:
Federal ] 3644 5 3536
Foreign 6O 38
State 1 1
Tatal Current 3711 3,505
Deferred - net [1.383) 71.664)
Provision for income taxes 5 2328 5 1,931

The effective tax rate daflers from the applicable U5, statwtory federal income tax rate as follows:
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Year Ended
Drecember 3,
2023 022
LS. statuiory federal taxes at statutory rate 21.00Pe 21.00%
State taxes - net of federal benefit 010 0.01
Rescarch and development benefit (0.91) {0.91)
Stock-based compensation 083 0.33
Foreign denved intangible income (FDIT) (9.73) {11.05)
Permanent items and other 0.06 011
Change in valuation allowance 0.21 0.37
Effective tax rate 11.56% 9.86%
————
The components of net deferred tax assets and labilities are as follows:
Year Ended
Dhecember 31,
1023 22
Deferred tax assets:
Met operating loss carryforwards b X - 85
Research and other credits Tzl 652
Ageruals &22 08
Leaze liahility 176 115
Intangibles 171 174
Capitalization of B&D expenses 2,769 1,523
Stock-based Compensation 105 131
Other 40 0
Total deferred tax assets 4,657 3,258
Valuation allowance (T78) (73T
Deferred tax habalities:
Property and equipment, net 5 (76) (128}
Right-of-use assets (178} (113}
Other [5) —
Total deferred tax liabilities (259) (Z41)
Dieferred tax assels - net 3 3620 § 2280

In azsessing the realizability of deferred tax assets, management considers whether it 1s more hikely than not
that some portion or all of its deferred tax assets will be realized. The ultimate realization of deferred tax assets 18
dependent upon the generation of future taxable mcome during periods in which temporary differences become
deductible or incledable in taxable income. Management considers projected future taxable income and tax planning
strategies in making this assessment, Based on the level of current period taxable income and its expected recurring
profitability, management believes it is more likely than fot that the Company will realize benefits of deductible
differences and thus has net recorded a full valuation allowance at the federal level. However, the Company believes
it is more likely than not that the Company will not realize the state benefits of deductible differences due to existing
attributes available to offzet future taxable income and liability. As such, & full valuation allowance is recorded at
the state level

As of December 31, 2023, the Company had net operating loss carryforwards (“NOL™) of ml for 1.5 federal
income ta purposes and approximately $0.8 million for California state incom e tax purpeses. These MNOL
carrvlorwards will begin 1o expire in 2033 if urused. As of December 31, 2023, the Company had U.S. federal amd
Cahforma state tax credit carryforwards of mil and 5 1.2 million, respectively. The California tax credit carrvforward
carries forward indefinitely.

Current tax laws mpese substantial restrictions on the utilizstion of net operating losses and credit
carryforwards 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 fo ulilize its carrvforwards could be lmited,
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The Compary applies the provisions of the applicable accounting guidance regarding accounting for
uncerlanly in neonme takes, which require application of a mose-likely-than-nal threshold 1o the recegnition and
derecognition of uncertain tax positions. If the recognition threshold s met, the applicable accounting guidance
permits the recognition of a tax benefit measured at the largest amount of such tax benefit that, in the Company”s
judgment, is more than fifty percent likely to be realized wpon settlement, It further requires that a change in
Judgment related 1o the expected ultimate resolution of uneeriain tax positions 1o be recognized m earmings in the
period in which such determmation s made. The Company will continue 1o review its lax positions and provide for,
or reverse, unrecognized tax benelits as issues anse.

As of December 31, 2023, the Company had gross unrecogrized tax benefits, excleding interest, of
approsimately 5001 million for U5, federal and 3003 million for California state due to research and development
credits. The reversal of the uncertain tax benefits would mpact the effective tax rate.

The following table summarizes the activities related to the Company s gross unrecognized tax benefits (in

thousands):
Year Ended
Drecemnber 31,
2023 22
Balance at the beginning of the yvear b 3 5 356
Inereases related 1o current vear 1% posilians 55 58
Decreases related 1o current vear tax positions (3% (23)
Balance ai the end of the year 5 407 & 391

The Company recognizes inlerest and penalties related to unrecognized tax positions in provision for income
taxes on the Consolidated Income Statements and Comprehensive Income. The Company had approxmately 56,200
and 54,200 of acerued mterest and penalties related to uncertain tax positions as of December 31, 2023 and 20232,
respectively.

The Company files income tax retumns in the U_S. federal, California, and foreign junsdictions with varying
statutes of limitations. The Company 15 generallv no langer subject to tax examinations for vears prior to 2019 for
federal purposes and 2018 for state purposes, except in certain limited circumstances. The Company's NOL and
credit carryforwards from all years may be subject 1o adjustment for four years for California fellowing the year in
which utilized. Since the company has Califorma NOLs carryforwards from 2012 which remain subyect 1o
adjustment for four years following the year in which wilized, tax years 2012-2022 may remain open for state audit.
The Company does not anticipate that any potential tax adjustments will have a sigmificant impact on s financial
position or results of operations.

The Company 18 not currently under audit with either the TRS or any state or local junisdiction, nor has it been
netified of any other potential future state income e awdit,

The CHIFS and Science Act of 2022 (CHIFS) and the Inflation Reduction Act (TR.A) of 2022 were signed into
law by President Biden on August 9, 2022 and August 16, 2022, respectively, The legislation introduces new
options for menelizing certain credits, a corporate alternative mimimum (s, and a stock repurchase excise tax. The
Company has concladed that the mpact of any of the provisions included m CHIPS and IRA acts will not have a
material impact on the Company’s 2023 financial statements.
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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 1 ““Information of the Company”” and to the use of our reports dated March 15,
2024 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, 2023 filed with Kanto Zaimu Kyoku in Japan.

Macias, Gini, and O~ Connell LLP

Irvine, California
March 15, 2024
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Report of Independent Registered Public Accounting Firm

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

Opinion on the Consolidated Financial Statements and Internal Control Over Financial Reporting

We have audited the accompanying consolidated balance sheets of Techpoint, Inc. (the ““Company””) as of
December 31, 2023 and 2022, and the related consolidated income statements and comprehensive income,
consolidated statements of stockholders® equity, and cash flows for the years then ended, and the related
notes (collectively referred to as the ““financial statements””). In our opinion, the financial statements
present fairly, in all material respects, the financial position of the Company as of December 31, 2023 and
2022, and the results of its operations and its cash flows for the years then ended, in conformity with
accounting principles generally accepted in the United States of America.

We have also 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,
2023, based on criteria established in internal control - Integrated Framework (2013) issued by the
committee of sponsoring organizations of the treadway commission (““C0S0””) and our report dated March 15,
2024, expressed an unqualified opinion thereon.

Basis for Opinion

These financial statements are the responsibility of the entity™s management. Our responsibility is to
express an opinion on the Company ”s 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. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the 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 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
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 financial statements. We
believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current-period audit of the
financial statements that was communicated or required to be communicated to the audit committee and that
(1) relates to accounts or disclosures that are material to the financial statements and (2) involved our
especially challenging, subjective, or complex judgments. The communication of critical audit matters does
not alter in any way our opinion on the financial statements, taken as a whole, and we are not, by
communicating the critical audit matter below, providing a separate opinion on the critical audit matter or
on the accounts or disclosures to which it relates.
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Inventories, Valuation of Inventory - Refer to Notes 1 and 3 to the Financial Statements

Critical Audit Matter Description

The Company assesses the value of inventory and writes down those inventories which are obsolete or in
excess of forecasted demand to the lower of their cost or estimated net realizable value. The Company s
estimates of forecasted demand are based upon analysis and assumptions including, but not limited to,
expected product lifecycles, product development plans and historical usage by product.

We identified the valuation of inventory as a critical audit matter because of the significant assumptions
management makes with regards to estimating the excess and obsolete write downs. This required a high degree
of auditor judgment and an increased extent of effort when performing audit procedures to evaluate the
reasonableness of inputs used in management”s valuation of inventory excess and obsolete write downs
including estimates of expected product lifecycles, product development plans and historical usage by
product.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to the reserve for excess quantities and obsolescence including management s
estimate of expected demand, included the following, among others:

We tested the effectiveness of controls over the review and approval of the valuation of inventory for
excess and obsolete write downs, including controls designed to review the assumptions regarding
expected product lifecycles, product development plans and historical usage by product.

We obtained an understanding of assumptions behind the valuation of inventory for excess and obsolete
write downs, including the related projection of forecasted demand.

We selected a sample of inventory products and tested the forecasted demand by comparing internal and
external information (e.g. historical usage, contracts, communications with customers, expected
product lifecycles, product development plans, macroeconomic conditions), and inquiries with the
Company ” s employees outside of the accounting department with the Company s forecasted demand.

We performed a retrospective review by comparing management s prior-year forecasted demand with
actual product sales in the current year to identify potential bias in the inventory valuation.

We recalculated the net realizable value of inventory and compared our recalculation with the
subsequent sales invoices for the selected samples.

Macias, Gini, and O~ Connell LLP

We have served as the Company®s auditor since 2022

Irvine, California
March 15, 2024
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