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995,000 6.56
980,000 6.46
970,000 6.39
D Portcullis Trustnet Chambers 650,000 4.28
3444
MIC 1-11-28 525,000 3.46
250,000 1.65
10,837,776 71.41

JDR
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14%
2017 31
@
1959 6 1 CEO 2012 1,818,888 (5)
1957 7 7 CTO 2012 10 3,325,000 (6)
197 2 1 7
976 8 | (cro) 2016 36,000 (7)
1953 11 18 2017 1,199,333 (8
WG ®)
D2 1956 9 13 2017 125000 (9)
DO 1957 5 28 2016 (10)
) 1965 2 11 2016 (11)
1)
@
3
@)
) 7,200
(6) 1,360,000 970,000 995,000
10,833
12,667 2017 8 31
5,867 5,000
@) 10500 2017 8 31

84,000
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(8) 980,000 119,333 100,000
23,646
9) 30,000 95,000
19,688
(10) 30,000
(11) 22,500
2012 CEO
Techwell, Inc.
2010 Intersil Corporation
2010 2012 1994 1996
Sigmax Technologies, Inc.
CD-ROM
1996 Adaptec, Inc. 1987 1994
RICOH USA
CEO
2012 CTO
2010
1998 2010
1994 1996
1991 1994 SMOS Systems, Inc.

Hypres

129/220



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoooooooooood

2016 CFO

Seagate Technology PLC
2013 11 2016
2007 2013 10 & LLP Deloitte & Touche LLP
2001
2005 2007
2012 2005
1995
2001
Tvia, Inc. 2005
1989 1994
OPTi Inc.
2012 11 2007

DENSO International America, Inc.
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2016
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2012
A10 Networks, Inc.
2012

1999
2015
1996 1999
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JOBS SOX
SEC
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2016 27

(@
(b)

(©)

(d) Insider Trading and Communication Policy

()
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Document Retention
and Destruction Policy

(@

(b)

CEO

(©)

(@ Officer Vice President

(b) Officer
Vice President

(©)

Internal Auditor
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(b)
Code of Anti-Social Force Exclusion
Code of Anti-Social Force Operating Procedures
Internal Auditor
CEO

CEO
BDO USA, LLP

BDO USA, LLP
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30,000

2016

2016

10

16

18

2.51

2016

2016
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22,500
30,000
2016 27
0.97
22,500 10



2016 18
10
7,500
2016 18
10
7,500 10
2016
(1)
11
(2) 2016 18

90,000
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2015 8,646
251
10 2016
2.51
2015 4,688
251
2016
251
( ) ( ) ( B )
2016 125,000 98,400 223,400
2016 125,000 98,400 223,400
2016 108,500 23,100 124,989 256,589
FASB 718 ASC 718
CFO
10 2017

0.9
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2017 12
2017 31
()
2017 27 7,200 100,800 2.93 202;7
2027
2017 27 5,868 82,132 2.93 -
54,000
2026
2016 18 54,000
0.97 18
84,000 _
2017 3 28 30,000 30,000
2.93 2027
27
(1)
2017
2017 2017 10
2012
SAR
2,500,000
2018

2027
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422
10,000,000

7,500

10 1SO

2017 31
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117 584
(13 (65 )

117 584
(13 (65 )
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2014 12 31 2015 12 31

2016 12 31 SEC Form S-1
Form S-1
51 28 95
40 321 35
32 12 193
2015 2015 12 31
2014 2014 12 31
SEC
38 59
134 2017 6 30

112.00
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2016

2017
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2017

30

2016
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2017 30

2017 30
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2016 12 31 2015 12 31 2014 12 31
10,006 1,120,672 9463 1,059,856 4080 456,960
79 8,848 2 224 — —
2583 289,296 1,381 154,672 1,005 122,640
273 30,576 466 52,192 144 16,128
12,041 1,449,392 11,312 1,266,944 5319 595728
401 44,912 170 19,040 176 19,712
1,022 114464 829 92,848 — —
1,188 133,056 172 19,264 21 2,352
15552 1,741,824 12,483 1,398,096 5516 617,792
777 87,024 1444 161,728 310 34,720
481 53,872 192 21,504 140 15,680
223 24,976 186 20,832 45 5,040
745 83,440 1,350 152,208 36 4,032
2226 249,312 3181 356,272 531 50,472
— — — — 9 1,008
% 10,080 62 6,944 _ _
2316 259,392 3243 363,216 540 60,480
11,660,000
— 4,660,000 4,660,000
2016 2015 2014 12 31
1,165 1,156 129,472 1,156 129472 1,156 129472
A
— 4,500,000 4,500,000
2016 2015 2014 12 31
4,500 4477 501,424 4477 501,424 4477 501,424
B
— 2,500,000 1,582,500
2016 2015 2014 12 31
3,165 3161 354,032 3161 354,032 3161 354,032
20,500,000 2016 2015
2014 12 31
3,725,238 3,332,852
2,893,084 — — — — — —
813 91,056 208 33,376 o1 10,192
3629 406,448 148 16,576 3000 437,808
13,236 1,482,432 0,240 1,034,380 4,976 557,312

15,552 1,741,824 12,483 1,398,096 5,516 617,792
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2016 2015 2014
2016 12 31 2015 12 31 2014 12 31

27,156 3,041,472 20,245 2,267,440 8,372 937,664
12,735 1,426,320 8,803 985,936 3,868 433,216
14,421 1,615,152 11,442 1,281,504 4,504 504,448
4,380 490,560 4,964 555,968 3,014 337,568
4,678 523,936 2,592 290,304 2,145 240,240
— — — — 1,033 115,696
9,058 1,014,496 7,556 846,272 6,192 693,504
5,363 600,656 3,886 435,232 1,688 189,056
0 0 3 336 46 5,152
5,363 600,656 3,889 435,568 1,734 194,208
1,882 210,784 168 18,816 1 112
3,481 389,872 4,057 454,384 1,735 194,320
2,627 294,224 3,170 355,040 — —
854 95,648 887 99,344 1,735 194,320
0.24 27 0.30 34 0.62 69
0.23 26 0.28 31 0.62 69

3,494 3,007 2,805

4,358 3,774 2,805

3,481 389,872 4,057 454,384 1,735 194,320
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2016 2015 2014 12
( )

9,160,000 5633 2,712,222 — 45 2,174 3,504
(630,896) (—)  (5040) ( 243488) (392,448)

1,332,500 2,661 — — — — 2,661
(298,032) =) =) (—) (298,032

250,000 500 — — — — 500
(56,000) =) =) =) (56,000)

— — 180,862 — 18 — 18

(=) =) (2,016) (=) (2,016)

— — — — 28 — 28

(=) =) (3,136) (=) (3,136)

— — — — — 1,735 1,735
—) (=) (—)  ( 194,320) ( 194,320)

10,742,500 8794 2,893,084 — o1 3,909 4,976
(984,928) (—) (10192) ( 437,808) (557,312

— — 439,768 — 43 — 43
=) =) (4,816) =) (4,816)

— — — — 164 — 164
=) (—) (18368) (—)  (18368)

— — — — — 4,057 4,057
=) =) =) (454,384)  (454,384)

10,742,500 8794 3,332,852 — 298 148 9,240
(984,928) (—) (33,376) (16,576) (1,034,880)

— — 392386 — 76 — 76
=) =) (8512) =) (8,512)

— — — — 439 — 439
—) (—) (49,168 (—)  (49,168)

— — — — — 3,481 3,481
—) =) =) (389,872)  (389,872)

8,794 — 813 3,629 13,236
10,742,550  (984,928) 3,725,238 (—)  (91,056) (406,448) (1,482,432)
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2016 2015 2014
2016 12 31 2015 12 31 2014 12 31
3481 380,872 4057 454,384 1735 194,320
160 17,920 % 10,528 240 26,380
439 49,168 164 18,368 28 3,136
— — — — 700 78,400
_ _ — — 333 37,296
7 784 — — — —
193 21,616 829 92,848 — —
77 8,624 2 224 _ _
1202 134,624 286 32,032 898 100,576
193 21,616 322 36,064 59 6,608
23 2,576 151 16,912 14 1,568
791 88,592 1134 127,008 266 29,792
200 22,400 52 5,824 115 12,880
614 68,768 1323 148,176 14 1,568
— — 9 1,008 9 1,008
28 3,136 62 6,944 — —
1,608 180,096 5287 592,144 1,001 112,112
346 38,752 83 9,856 157 17,584
346 38,752 88 9,856 157 17,584
_ _ — — 2661 298032
113 12,656 184 20,608 59 6,608
832 93,184 — — — —
— — — — 1,500 168,000
— — — — 1,000 112,000
719 80,528 184 20,608 3220 360,640
543 60,816 5383 602,89 2,062 230,044
— 9463 1,059,856 4080 456,960 2018 226,016
_ 10,006 1,120,672 9,463 1,059,856 4080 456,960
_ _ _ — 54 6,048
1819 203,728 821 91,952 1 112
161 18,032 53 5,936 — —
76 8,512 16 1,792 3 336
51 5,712 — — — —
— — — — 500 56,000
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2012

2015 11 2016 4

GAAP
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2016 2015 2014 12
79 2016 2015 2014 12
62 78 69% 2014 12
2016 2015 12 10
2016 2015 2014 12
0.1 0.3

360 ASC360
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350 ASC350
(i)
(i1)
(i)
(i1)
2014
0.3
350
DCF
IPO
2016 2015 12 31
1,000 53

2014 12 31
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401k
401k

@
2 3 (4)

ODM

FOB 2016 2015 2014

11
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2016 12 31 2015 12 31 2014 12 31
3,481 4,057 $ 1,735
2,627 3,170 —
854 887 1,735
3,481 4,057 1,735
2477 3,002 —
1,004 1,055 1,735
3,494 3,007 2,805
1 864 767 —
4,358 3,774 2,805
$ 0.24 $ 0.30 $ 0.62
$ 0.23 $ 0.28 $ 0.62

)

56,000 2016 12 31 39,000 2015 12 31
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2016 2016-15
Topic230
2017 12 16
2016 2016-09 Topic718 —
2017
2016 2016-02 Topic

842 2016-02

2018 12
16
2015 11 2015-17
Topic740 —
2015-17 2016 12 16

2015 12 31

157/220



EDINETOOOO

OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)

Ooooooooooood
2015 2015-11
Topic330 — 330
330
LIFO
FIFO
2015-11 2016 12 16
2017
2014 2014-09
Topic606 605
2014-09 2017 12 16
2018
12 31
2016 2015 2014
$ 1,741 $ 1,216 $ 678
842 165 417
$ 2,583 $ 1,381 $ 1,095
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12 31
2016 2015 2014

$ 605 $ 290 $ 203

37 37 37

22 — —

664 327 240

263 157 64

$ 401 $ 170 $ 176

2016 2015 2014 12 160 94 50
12 31
2016 2015 2014

$ 144 $ 75 $ 49

110 30 —

95 50 30

83 28 15

27 1 —

22 8 46

$ 481 $ 192 $ 140

2016 2015 2014 12 31 745 1,359

36
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1
2016 12 31
$ 4,932 $ — $ — $ 4,932
2015 12 31
$ 2919 $ — $ — $ 2919
2014 12 31
$ 1,910 $ — $ — $ 1,910

2016 2015 2014 12 31
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2013 Conexant Systems, Inc. 570
700
2013 12 31 700 2014 12 31
2016 2015 12 31
2014
700 SDI
HD-TVI HD-SDI
2013 12 31 570 47
523 2014 190
2014 333

2014 12 31 2016 2015 12 31
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12
2016 2015 2014
$ 23,815 $ 17,637 $ 6,752
1,600 1,470 1,059
1,214 1,128 561
527 10 0
$ 27,156 $ 20,245 $ 8372
2014 12
12
2016 2015 2014
$ 26,531 $ 20,237 $ 8,372
625 8 0
$27,156 $ 20,245 $ 8372
31
2016 2015 2014
$ 255 $ 38 $ —
83 87 91
39 5 6
19 32 73
5 8 6
$ 401 $ 170 $ 176
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2014 20
2014 10
2014
2016
2017 2018
416
2016 2015
153
2016 12 31

250,000 2.00

2020 12

2019 2020 12
338 345

2014 12

2018
2017 12 2018 12
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2016 2015 2014 12 31
2016 2015 2014 12 31

2012 $ 025 4,660,000 4,660,000 $ 1165 $ 1156
2012 11

2013 $ 1.00 4,500,000 4,500,000 4,500 4,477
2014

2014 10 $ 200 2,500,000 1,582,500 3,165 3,161

11,660,000 10,742,500 $ 8830 $ 8794
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(a) 1933 25,000
(b)
0) (i)
@
(i)
(ii)
(b) A
0] A
(i) A
(© B
0] B
(i) B

0.25
A 1.00 B 2.00
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0) 0.50
(ii) A A 2.00

(iii) B B 4.00

2016 2015 2014 12 31 20,500,000
2016 2015 2014 12 31 3,725,238 3,332,852
2,893,084
606,833 640,386 285,688

2016 12 31

....................................... 4,660,000

A 4,500,000
B 1,582,500
2012 :
....................................... 1,575,667

1,987,983
14,306,150
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10
2012
2012
2012 5,400,000
20
10
2012
2016 2015
2014 12 113 163 57
302,083 459,425 394,616 2016 2014 12

37,167 20,000 2015 12
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2016 2015 2014 12 31 606,833 640,386
285,688 223 186 45
2013 12 31 3,680,000 896,666 $ 0.05
656,550 656,550 0.22
1 180,862 0.12
20,000 20,000 0.16
2014 12 31 3,043,450 1,352,354 0.12 8.6 327
561,800 561,800 0.42
1 439,768 0.09
35,000 35,000 0.14
2015 12 31 2,516,650 1,439,386 $ 025 8.4 1,035
560,834 560,834 175
1 392,386 0.19
62,167 62,167 0.23
2016 12 31 2,017,983 1,545,667 $ 081 82 3,216
2016 12 31
1448214  $ 0.79 8.2 3,044
2016 12 31

301,137 $ 052 7.4 715

@
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2016 12 31

$ 0.03 157,500 58 $ 0.03 50,000 $ 0.03

$ 010 108,333 6.4 $ 010 64,167 $ 010

$ 016 185,750 7.1 $ 016 59,333 $ 016

$ 037 487,583 8.3 $ 037 69,333 $ 037

$ 097 322,667 9.2 $ 097 21,845 $ 097

$ 251 283,834 9.7 $ 251 36,459 $ 251
1,545,667 8.2 $ 081 301,137 $ 052

2016 2015 12 752 564

2016 12 30,000
2016 12 31

11

(ii) (iii)
(iv) v)
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2016 12 31 822 3.7
12
2016 2015 2014
6.19 6.30 6.32
1.38 1.67 1.96%
51 46 62%
0 0 0%
$ 235 $ 086 $ 023
2016 2015 2014 12
1.36 0.53 0.13
12
2016 2015 2014
$ 15 $ 7 $ 1
102 73 13
322 84 14
$ 439 $ 164 $ 28

2016 2015 2014 12
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12
2016 2015 2014
10.0 10.0 10.0
2.02 2.09 2.20%
53 50 60%
0 0 0%
$ 2.68 $ 0.84 $ 021
2016 2015 2014 12 157,834 131,800 156,550
2016 2015 2014 12 200
124 19
2016 2015 2014 12
2.16 0.53 0.14
2016 12 31
181
12
12
2016 2015 2014
$ 5311 $ 388 $ 1734
52 1 —
$ 5363 $ 389 $ 1,734
12 31
2016 2015 2014
$ 2,034 $ 659 $ —
40 1 —
1 1 1
2,075 661 1
— 193 829 —
$ 1,882 $ 168 $ 1
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12
2016 2015 2014
34.00 34.00 34.00%
— 0.01 0.01 0.03
2.59 4.08 5.82
2.55 0.55 3.01
112 34.80 36.82
35.09% 4.32% 0.04%
12 A
2016 2015 2014
$ 71 $ 71 $ 613
211 151 179
464 192 130
574 623 672
97 50 8
1,417 1,087 1,602
282 222 1,576
1,135 865 26
113 36 26
$ 1,022 $ 829 $ —
2016 12 31 2015 12 31 60
2015 12 1,400
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2016 12 31
1,218

2016 12 31

2017

13

2016 12 31

2032

24

2018

IRC

28
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90 100

2012 2016
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TECHPOINT, INC.
CONSOLIDATED BALANCE SHEETS
{In thousands, excepl share data)
Pro Forma
Sterkbnldiers”
December 31, _June 3, il
D 2017 W17
inmandited)  (umawlited )
ASSETS
CURRENT ASSETS:
Cashoand cash equivalenis ... oo oo i s iac e e ee . 5 0BT 510,006 %11,932
Accounts recelvable ..o 3 Ta 126

T e e LG GG G N GO SR G IR e PO I . | R -1 264
Prepaid expenses and other cumenl 888618 ... .o0 i iiiiiiaiiiaanis Aty 273 404

Total currem assels . Frseiiaedlianpiiaes venees  THRIIZ: FLIMI 14,566
'PRHPERTY.NNDI:OUIPMFNT \IFI' 17 401 s
DEFERRED TAX ABSETS ...ovcavnssinnstianriinnriinsriansrsnnins 29 022 G980
OTHBRASSHTE - i s viris v i rikbem et S e il ambr i bi 172 1,188 1,958
TOTAL . TR _ r. caaieraesraes oo res SIEARY B15.552 517870
LIARILITIES AND STOCKHOLINERS' EQ]J:IT\'

CURKRENT LIABILITIES:
AETOnn P i s b e e e e b ek 5 lddd 5 TIT OS5 659
Aceraed liabilibes .. ... 12 481 H1E
Liahility related bis carly t!.r‘."h.lmll !.I.mi. :||ﬂ|m1- A (F ] 23 172
CosirneT OPOBHE. & - hve o cissiniatinaddinmsdonnsdaaionnhssnnhin 1,359 T45 T3

Tl curremt linhilities .. ...... TP L L E U EF PGP P CR e, X .| Sl - . ] 1,742
OTHERLIABILITIES ..o i iainiciinniianiiasniidaniianinsaniis 2 Qi 126

Todul linbilities podilpas binaniimnnid  Sod03: 23HA 1868

COMMITMENTS AND CONTINGENCIES (Note “

STOCKHOLDERS® BQUITY:
Conventible preferred stock: 11660, 000 shares suthonized, no par value
Series Seed convertible prefemed siock — 4,660,000 shares designated;
4,660,000 sbumes isswedd snd oubstanding (aggregate liquiskiion value of
1, 0685 s of June 30, 2017 [|.m.|||.|s||1u.!]. December 31, 2006 amd 2015 no
shivres sned aml outstaiding as of June 30, 2007, peo fome (naodiied) ... 1156 1,156 1,156 £ =
Series A convertible prefermed stock — 4 5000000 shares designated;
oS00 000 shewes. isswed @nd oubstanding (ngpregate lguidstion value of
4500 as of Jume 30, 2007 (unoadited h, December 31, 2006 pnd 200 5; oo
shages issuend onid cutstunding os of June 30, 2017, pro forma (uneudited) . 4477 4,477 4,477 -
Leries B converithle pr:rm'rul ek — ¥ SKLNE chenes dox, -
1,582,500 shaes issud and outstansding (nggregate lgudation value of
53,165y as of June 30, 2007 (unadited ), December 31, 2016 and 2005 no
shiwress Bssued and ouestanading as of Jupe 30 2007, pro forma (umeudisedy .. 3161 3,061 ER T —
Comenon siock, no par value — 20,5000 shares authorized: 4,007,734
3,725,238 amd 3,332,852 shures issued and outstanding os of JTune 30,
2017 {unsucited), December X1, 2006 and 2015, respectively:
14, Tl 238 shires issued ond L1u|.!.lnud||15 s of Jume 30, 2017, pro fonma

{umaisdited) . . Vi s i v — - — —
Aclcitsonsl ]'nld.-irl |.1|‘.H!:|| ........................................ M Hi3 1,174 906y
Retained EAmMings .. .cocivviaiainiasisraiissniisnniiansnannnis l48 3620 6,43 M3

Teosall stockholders equity _. .. oo it e Qx40 1323 16,001 Skl
TR o o e L T T e S TR P s i Vi SI24HY 515,552 %17.8M0

Sec aceompanying notes o consolidated financial statemients.
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TECHPOINT, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

S Maonths Ended.
Viear Ended December 31, T M,
N 2006 G 27
Aummnfited §
BEVENIIE - o o faa g 2 he s S Sh i i i iy 520,245 527,156 513640 515269
LOSTURE BEYEMUE .o v rm s s e o m som s i 4o 1o s B.8013 12,733 6448 321
GROBEPROPIT «. v ievisirannasrionssvsnssunsainss s 11,442 14,421 7092 5948
OPERATING EXPENSES:
Rescarch and development ..o oot ER 4380 2,196 2662
Selling, penersl and admimistralive .. ...cuiciiiiiiias 2,592 4678 2462 2584
Total operating expenses . ....o.ooiiiiiaaaan 7.556 9058 4658 5246
INCOME FROM OPERATIONS . ..o iiiiiciimiicsinsansas 3,886 5,363 2534 3702
OTHER INCOME (EXPENSE) .vcovicicivviiviasssninnenias 3 == 11 {10y
INCOME BEFOREINCOME TAXES ... ..ocviiiiiiiinnnnns 3389 5.363 2545 31692
INCOME TAXKES ...ocvvvvmsrmnreninnis S T, { 163) 1,882 8§33 1.278
NET TMOOME . o6 vw s s wiin s eotms 58w om0 i 54057 53481 5 L7125 2404
Net income allocable 1o preferred stockholders .. ... ... 0.0 3.170 2627 1,208 1.777
Net income allocable to common stiockbolders ... ... ... ... RET BS54 414 6T
Net income per share attributable o common stockhalders:
BaRil oo i e A ek W e S e 5 030 5 024 5 012 5 0AT
Pl - e A R R S S B 28 023 il 016
Unandited pro formabasic .. ..oooo oo ireiraiiarranas (.24 miy
Unaudited pro forma diluted ..o neeriiniiiiananeas 023 L6
Weighted average shares outstanding in Compuiing net income per
share atiributable 1o common siockholders:
B e A B R L L S ) 3007 34094 3426 3549
Diluted o e 3,774 4358 4298 4648
Unaudited pro forms Basie . ...oooisiiaiiaiiiisiiiiiiiaiiaia 14,236 14,592
Unaucited pro forma diluted . ... ... ool 15,0001 15,391

See accompanying notes to consolidated financial statements.
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TECHPOINT, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS” EQUITY
{In thousands, excepl share data)
Retadned
Preforred Stock __ Common Stock _ Addional | Earsings | Toul
Shores  Amoupt  Shares  Amount  Capital Defichty Faguity

Balances o of December 31, 2004 ..., 10,742,500 58,794 2HE03084 S5— 5 91 513,900 5 4976
Exercise of stock options and vesting off

carly exercised stock options .., ..., — — 4319768 — 43 — 43
Stock-based compensation .., ... e = - 164 — I64
I g L e e e b e —_ — — - — 4,087 4087
Balances as of December 31, 2005 .. ..., 10742500 8,794 3332 452 — 2498 148 4,240
Exercise of stock options and vesting of

enrly exercised slock options .. ..., — — WD ARG - T — 6
Stock-hased compensation .. ... — - — — EEL] — 439
Netineomis , ..o venessnananaiiasiis — — == = — 38 3481
Balances os of December 31, 2016 ..., ., 10,742,500 8794 37235238 — B3 LaIh 13.236
Exercise of siock 1||'H!|-m1:. amd 1.'|..ml!i|1F of

carly exercised stock options

(amamlived) ..o — — 2500 2 — 12 — 72
Siock-based compensation (unawdited) | . -— - —_ - 289 -- 289
Mot Inoomse dunaudaed .. .o, — — — — — a4 2414
Balance as of June 30, 2007

funadited] o oovvaiiiaiiinn e ITASN $8,7% 4017738 5—  5LIT4 56,043 She0l1

See secompanying nides o consoliduted Ninancial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

iIn thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

b TR R L g R L S
Adjustments to reconcile net income to net cash provided by
operating activities:

Deprecintion and amomizotion - . ... oo ceiieainaaaaas
Stock-bised Compensation . . ...vaviriraiirsaraannas
Weite-ofF of long lived msets
Defermed iNCOmMEIBXES & 025 itaiiaiiiuaniioiinaiiiis

Changes in operating assets and labilities:
Accounts receivable ...l e

..................................

Accountspayable .. ... e e
Acerued expenses
Customer depasits
Deferved rent
Other liabilities

Met cash provided by operating activitics
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and cguipment
Met cash used in investing activities .........
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from exercise of stock options
Payments of deferred offening costs

.....................

Met cash provided by (used in) financing

netivities

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS — Beginning of period .. ..
CASH AND CASH EQUIVALENTS — End of period .. ........

SUPPLEMENTAL CASH FLOW INFORMATION

Cash poid for income taxes .. .ooeoioeiiniieiiasaainaas

SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING
AND FINANCING ACTIVITIES:
Unpuid delerred offering costs

Vesting of carly exercised stock options .. ..ocoveeiunonn,

Property and equipment purchosed but not vet paid

S Munths Ended,
Year Ended Dicember 31, Jupe M,
e ik R [ 27
Tummmdited )

S4.057 § 3481 51,712 % 2414
B 164} 55 1l
164 439 187 289
et 7 — L
(829) 193y (IR 42
(2) (TT) (135} 47y
(286} (1,202) (891} 489
[322) 193 [E L] (1413
(151} (23) + (3)
1.134 (791 (924 (53
52 2001 1,161 13
1,323 iBld) {657} {6723

(9) - - —

6 th 24 3
5,287 1,608 133 2627
(H8) (346) {188} {117y
(L1 (346) {188) (11T
184 113 152 21
— (832) (634) [[113]
154 (7193 {522) (584
3,383 M43 (57T 1.926
A4 080 9,463 GA63 141,
L0463 510,00 SHAEG 511932
L3 5 LBI9 S1L216 5 1214
5 53 S lal S 90 % 33
£ 16 5 T6 § 35 § fil
5 — 5 51 5 — b 18

See pccompanying notes o consolidsted financial statements,
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TECHPOINT, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

L ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
CIrganization

Techpoint, Ine, (the “Company”} wis incorporated in California in Apnl 2002, The Company is a fabless
semiconductor company that designs, markets and sells mixed-signal integrated circuits for multiple video

applications in the security surveillance and avtomotive markets. The Company is headquartered in San Jose,
California,

The Company has subsidines in Japan and Ching and brunch offices m Kores and Taiwon, The China
sanbsacliary wnd Tatwan branch office provide sales support 1o customers, The Japan subsidiry and Korea office
provide siles support W customers and are also mvolved in product development. The Japan and China
subsidiaries were incorporated in Movember 2005 and April 2006, respectively.

Rasis of Consolidation

The consclidates! Ninancial stmements inclsde the sceoamts of the Company and 115 wholly-owned
subsidiaries, and have been prepared in conformity with generally accepted accounting principles in the United
States (“GAAPTL All imercompany balances and transactions have been eliminated. The functional curnency of
each of the Company’s subsidiaries is the U5, dollar. Foreign currency gains or losses are recorded as other
inceme (expense ) in the Consalidmed Stmements of Operations.,

Unaudited Pro Forma Balance Sheet

Upon completion of the Company”s planned initial public offering (“1IPO™) on the Mothers market of the
Tokyo Stock Exchange, vielding 1o the Company gross proceeds of at least in excess of $25 million, all of the
shures of convertible preferred stock will automatically convert into shares of commean stock. Unaudited pro
formis stockholders’ equity assumes the conversion of all outstanding convertible preferred stock into common
stock as of the date of the most recent bakince sheet presented. As of June 30, 2017 and December 31, 2006, the
convertible prefermed stock will convert into approximately 10,742,500 shares of commeon stock (see Note 6
“Convertible Preferred Stock™) upon completion of the [PO.

The unaudited pro forma information does not reflect any pro fomma adjustments for common stock o be
wssuedd in conjunciion with the IPO or any related estimated net proceeds,

Unigudited Interine Consolidated Financial Statemicnts

The intenim Consolidated Balance Sheet as of June 31, 2007, the Consolidated Statements of Operations and
Consolidsied Statements of Cash Flows for the six monihs ended June 30, 2017 and 2016, the Consoliduted
Statements of Stockholders” Equity for the six months eoded June 30, 2017, and the related footnote discloseres
are unawdited. The unaudited interim consoliduted financial statements have been prepared on the same bisis as
the annwal consolidated financizl statements and, in the opinion of management, reflect all adjustments, which
only include normal recurring adjustments, necessary 10 present fairly the Company’s financial position as of
Jurie 30, 2017 and s results of operations, and cash flows for the <ix months ended June 30, 2017 and 2016, The
resulis of operations for the six months ended June 30, 2007 are nol necessanly indicative of the resulis 1o be
expecied for the full Niscal year or for any other future annuwal or interim periods.

Use of Management's Estimates

The prepurtion of consolidated fnancial stolements in conformity with GAAP requires management o
make estimates, judgments and assomptions that affect the reported amaounts of assets and habilites amd
disclosure of contingent assets and liabilities at the date of the financial stuements and reported amounts of
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revenue and expenses during the reporting periond, Significant estimates included in the consolidated financial
statements nclude inventory valuntion, viduation allowance for recorded deferred tax assets, and stock based
compensation. These estimates are based upon information available as of the dute of the consolidated financial
statements. Actual resulis could differ muaterially from those estimates,

Coash and Caxlt Equivalents

The Company considers all highly liquid financial instruments purchased with an origingl maturity of three
manths or bess ab the date of purchase o be cash equivalents, Cash and cash equivalents consist of cash on
deposit with banks and money market fumds, the fair value of which approximates cost,

Fair Value of Financial Insirnments

The Company estinuies certain financial assets and labilites ar fair value based on availuble market
information and valuation methodologies copsidered 10 be appropriate, However, considerable judgment is
required in interpreting market data to develop the estimate of fur value, The use of different market ussumpti.nm
andfor estimation methodologies could have a material effect on estimated fair value amounts. See Mote 3: “Fair
Yalue Measurements™ of these Notes 1o Consolidated Financial Statements for a further discussion on fair value
of lnancial instrumenis,

Concentrafion of Customer and Credir Risk

Financial instruments that petentially subject the Company 1o concentrations of credit risk consist
prncipally of cash and cash equivalents and trade receivables, Risks associnted with cash and cash equivalents
are mitigated by banking with creditwonhy institutions, The Company generally requires advance payments from
customers. The Company also performs credit evalumions of its customers and provides credit to certain
customers in the normal course of business, The Company has no incurred bad debt write-offs dunng any of the
periods presented. For the six months ended June 30, 2007 and 2006, and for the years ended December 321, 20016
and 2015, one customer, a distributor, accounted for T0%, 87%, 85% and 82% of revenue, respectively.
Additionally, for the six months ended June 30, 20017 and 2006, and for the years ended December 31, 2006 and
2015, one of our end-customers secounted for 615, 655, 62% and T8% of revenue, respectively, which
primarily sccurred through this distnbutor, One of the Company”s other customers accounted for 12% of revenue
for the six months ended June 3, 2017, Mo other customers accounted for 10K or greater of our revenue in the
six months ended June 30, 2007 and 2016, and the vears ended December 31, 2016 or 2015,

Concemtration of Supplier Risk

The Company is a fabless producer of semiconductors and is dependent on two subcontractors for
substantially all of its production requirements, The failure of cither subcontractor o fulfill the production
requirements of the Company on a timely basis would adversely impact future results. Although there are other
subcontructors that are coapable of providing sumilar services, an unexpected change 1n either subcontrsctor would
cisuse delays in the Company's products and potentially resuli in a significant loss of revenue,

lnventories

Inventories are stuted at the lower of cost or market. Upon the adoption of ASU 2005-11 in the first gquarier
of fiscal 2007, inventories are stoted at the lower of cost or net realizable value, Cost is computed using the
standird cost, which spproximites actual cost determined on a first-in, first-out basis, Inventories include wark in
process and finished good parts that may be specialized in nuture and subject (o rapid obsolescence. Because of
the evelical nature of the market, mventory levels, obsolescence of technology, and product life cycles, the
Company generally writes down inventories 1o net realizable value based on forecasied product demand. The
amount written down for the six months ended June 30, 2007 and 2006, was 502 million and 30,4 million,
respectively, and for the vears ended December 31, 2006 and 2015 was $0.8 million and 50,1 million,
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respectively. Inventory write downs for excess quantity and technological obsolescence are charged to cost of
sales when evidence indicates clearly that a loss has been sustained.

Property and Equipment

Property and equipment, are staled af cost less accumulated depreciation, and are depreciated using the
straight-line method over the estimated useful lives of the assets. The estimated wseful lives range from two o
three years for computer equipment, funiture and leaschold improvements.

The Company evaluates the recoverahility of property, plant and equipment in accordance with Accounting
Standards Codification (*ASC") No. 360, Accounting for the Properiy, Plant, and Equipment. (ASC 3607 The
Company performs periodic reviews (o determine whether facts and circumstances exist that would indicate thi
the carrying amounts of property and equipment exceeds their Gur values, IF facts amd Sircumstances indicate that
the carrying amount of progserty and cquigment might aot be fully recoverable, projected undiscounted net cash
Tlows associated with the related asset or group of assets over their estimated remaining useful lives are
compared against their respective carrying amounts, In the event that the projected undiscounted cash flows are
not sufficient 1o recover the carrying value of the assets, the assets are written down to their estimated fair values
based on their expected discounted future cash flows stinibutable to those assets,

Deferred (ffering Cosix

Deferred offering costs, consisting of legal, sceounting and filing fees directly relating 1o the Company's
imitial public offering, are capitalized. The deferred offering costs will be reclussified w stockholders” equity and
offwet against the IPO proceeds upon the completion of the offering, Tn the event the offering is abandoned of
terminated, deferred offering costs will be expensed immediately. As of June 30, 2007, December 31, 2006 and
2015, the Company capitalized 51.8 million, 1.0 million and 553,000 of deferred offenng costs, respectively,
which is included in mber assets in the accompanying consalidated balance sheets,

FProduct Warranty

The Company generally warrants its products for one year from the date of shipment against defects. The
Company accrues for anticipeted warmnty costs upon shipment based on the number of shipped units. historical
analysis of the volume of product returmed under the warrnnty progrom, management's judgment regarding
anticipated rates af warranty claims and associated repair costs,

Emplovee Benefit Man

The Company sponsors o 401k} tax-deferned savings plan for all employees in the United States who meet
certain eligibility requirements, Participants may contribute up to the amount allowable as a deduction for federal
income tax purpases, The 400¢k) Plan provides for a discretionary emplover-muching contribution, The
Company has not made any matching contributions to the 401k} Plan o date.

Revenue Recognition

Revenuoe from the sale of the Company's products is recognized when all of the following criteria are met:
(1) persussive evidence of an srrangement exists; (23 the product has been delivered: (3) the price s fixed or
ceterminable; and (4) callection is reasomhly sxsuned,

The Company principally sells its products to distnbutors whe, in e, sell o ODMs, contract
mamufactuners and design houses. The Company generally recognizes revenue when it ships its produsct 1o the
distributors. The Company”s delivery terms are primarily free on board shipping point, at which time title and all
risks of ownership are trunsfemed 1o the distributor. As of June 3, 2007, December 31, 2006 and 2015,
substantially all of the Company s customers paid in advance of shipment, and no stock roation, price protection
or return rights were offered.
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Research and Development Coxis

Research and development costs are expensed as incurred, Such costs consist primarily of expenditures for
labar, benefits and mask sets.

Stock-Based Compensation

The Company measures the cost of employee services received in exchange for equity incentive awards,
s lusding stock options, based on the gramt date fair value of the award, The Ffair value 15 estimated wsing the
Black-Sehales option pracing model which requires us o estimate certain key assumptions ineluding, stock price,
fumre stock price volatility, expected term of the options, risk free rates, and dividend vields. The Company
adjusts compensation expense for forfeiture of equity incentive awards as they occur. The resulting cost is
recopnized over the period that the employee is required o provide services for the award, which is usually the
vesting period, The Company recognizes compensation expense over the vesting period using the straight-line
method and classifics these amounts based on the depanment to which the related employee is assigned. See
Note |1 “Stock-Based Compensation™ for a description of the Company s stock-based emplovee compensation
plans and the assumptions ihe Company uses to caleulate the fair value of stock-based employee compensation,

Sinck-based awards issued o non-employees are recognized as expense over the requisite service period af
their then current fuir value, The Company determines the fur value of its stock options issued to non-cmployecs
utilizing the Black-Scholes option pricing model, Stock-hased compensation expense for siock options issued 1o
nonemplovees is recognized over the requisite service period or when it is probable that the performance
condition will be satisfied. The fair value of stock-based awards o non-cmployees is measured at cach reporting
pertod wntil o messurement date is reached.

Trcome Taves

The Company accounts for income Luxes using an asset and hobility approsch ax prescribed in ASC 74400 14,
Tneome Taxes (“ASC T40 107, The Company reconds the amount of taxes payable or refundable for the curment
and prior years and deferred tax asseis and habifities for the future lax consequences of evenis that have been
recognized in the Company’s finuncial statements or tax returns. A valuation allowanee is recorded 1o reduce
deferred 1ax assets when it is more likely than not thin @ 1ax benefit will not be realized.

ASC 740- 10} prescribes a recognition threshold and measurement framework for the financial ststement
reporting and disclosure of an income tax position tken or expected 10 be taken on wtax return. Under ASC T40-
11, & tax position is recognized in the Nmncial statements when 10 is more likely than not, based on the echmical
inerits, that the position will be sustained upon examination, incleding resolution of any related appesls or
litigation processes. A tx position that meets the recognition threshaold is then measured to determine the lrgest
ameunt of the benefit that has a greater than 50% likelibood of being realized upon settlement. The Company
recopnizes interest and penalties related to unrecognized 1x benelits o o component of the provision for income
taxes in the Consolidated Statements of Income.

The caleulation of tax Habalities involves significant judgment in estimating the impact of uncenainties in
the application of complex wx laws across muliple wx jurisdictions. Albough ASC 740-10 provides
clanfication on the accounting for uncerainty in income laxes reeognized in the Hnancial stuements, the
recognition threshold and measurement framewaork will continue to require significant judgment by manzgement.
Resolution of these uncertuimtics in a manner inconsistent with the Company”s expectations could have a
maerial impact on the Company s resulis of opertions.

Net Income Per Common Share

Basic and diluted net income per commeaon share are presented in conformity with the two-class method
required for participating securities. All dividends shall be declared pro rata on the common stock and preferred
stock on a pari passu hasis according to the number of shares of common stock held by such holders.
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Under the two-class method, net income attributable to common siockholders is determined by allocating
undistributed carmings between commaon stock and Scrics Seed. Series A and Serics B convertible prefemed
stock. In computing diluted net income attrtbutable 1w common stockholders, undistributed eamings are
resllocated o reflect the potential impact of dilutive securities, Basic net incomse per common share is comguted
by dividing the net income attributable o common stockholders by the weighted average number of common
shares outstanding during the period, which excludes dilutive unvested early exercised stock opiions.

Dillwted net income per share attributible 1o common stockholders is computed by dividing the net income
attributable 1o common stockholders by the weighted average number of commaon shares outstanding, including
potential dilutive common shares assuming the dilutive effect of outstanding stock options and unvested carly-
exercised stock options using the treasury stock method,

Unaudited pro forma basic and diluted net income per share wene computed 1o give effect to the conversion
of the Series Seed, Seres A and Senies B convertible preferred shares using the as-if converted method inio
comumon shures as though the conversion had occurred as of the beginning of the perod presented,

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

Hix Mlonths Ended,

December 31, Juwic 5,
1] 1] [ b1 11 b 1 e
iumamdited y

Met income attributable o common stockholders:
Numerator:
Basic:

T L DI s e e s e e e b e 54,057 53481 51712 52404

Met income allocable 1o met‘l‘!‘n‘.‘ﬂ stockholders ... ... ... .. ..., 170 2627 1,298 1777

Wet income allecable o common shareholders —bashe ... ... ... 887 854 414 637
Diluted:

Haldmeiey L i e S S LT i e s 4,057 3481 1712 2414

MNet income allocable to preferred stockholders ... .00 en e IR 2477 1223 1685

Met income allocable to common sharcholders —diluted ... .o . o. . 1,055 104 4849 729
Denominator;
Basic shares:

Weaghted average shures used 1n computing basic net incomse per

LT | R R PR P 3007 3494 3426 3 R49

Diluted shares:

Effect of podenially dilutive securiiies:

Stockoptions (1) i s e R A i e e TaT7 B 512 7949

Weighted average shares used in computing diluted net income per

comImon ShAPE . . ..o i aa s aa e iarne e ATH 4358 429K 464E

Net Income per commwon share:

BREHE - o o p s i o A R A Y R A S0 S04 %002 50417

Diluied .. vocinrivmnnmmimnsmnsrnsrassstrnnisninniresreiress & 028 F 023 $ 011 5 Ib

i1} Incladimg carky-exvercised options.
The potentially dilutive securities outstanding as of June 30, 2017, December 31, 206 and 2005 that were
excluded from the computation of diluted net income per common share for the periods presented as their effect

woanld have been antidilutive was 82000, 56,000 and 39,0600 shares, respectively, related o stock options.
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The following table presents the unandited caleulation of peo forma basic and diluted net income per share
{amoamts in thousands, except for per share datay:

Diecember 30, 2006 Junc 30, 307

{innidl ed b Aummmnd ited b
TUCEIVERIME i o o W o o 0 W 8 T 1 § 3481 5 2414
Basic shares:
Weighted average common shures used in computing basic net income per
COMEMION SHINE & 0. v s ua et et ia et im b bm e nd e 3404 3,849
Pro formia weighted average conversion of convertible prelermed stock ... 10,743 10,743
Weighted averipe shares used in compiting pro forma basie netl incomie per
BIE o e e e T R b R e R e R B 14,237 14,592
Diluned shares:
Weighted average shires used in compating pro fiorma basic net income per
hemper - Dy L R e T e 14,237 14,592
Effect of potentially dilutive securities:
Stock oplions .. ... i e e e e e s R 799
Weighted average shares used in computing pro forma diluted net income
PRI L R i it A R LS el AR A e R s e 15,100 15,391
Pro forma net income per share (unaudited):
BB . i v i e e R R A S R R A 5 0.24 $ 017
B . R o L R S L e Edn i § 023 5§ LI6

Recently Issued Accounting Promouncements

Cash Mows Guidance, In August 2006, the FASE issued ASU 2016-15 {ASC Topic 230, Classificaiion of
Certain Cush Receipts and Cash Payments. The new guidance clarifies the classification of centain cash receipts
and cash payments inthe sttement of cash flows, including debt prepayment or extinguishment costs, setilement
of contingent consideration arising Trom a business combination, insurance settlement proceeds, and distnbutions
Trovm cenain equity method investoes. ASLU 2006-135 is effective for annual periods beginning afier December 15,
2007, and interim periods within those annoal periods. Early sdoption is permitted. The Company is in the process
of pssessing the impact, if any. of this ASU on is consolidined finnmcial statements. The Company does oot expect
that the adoption of this amendment will have a material impact on its consolidaied financial stalements,

Stock Compensation Guidance. In March 20016, the FASB issued ASU 2016-09 (ASC Topic TI8), Stock
Compensation — Improvements to Employvee Shore-Based Payvment Accouiting, which simplifies the
accounting for share based pavment ransactions, including the income 1ax consequences, forfeitures, amd
statutory tax withholding requiremenis, as well as classification on the ststement of cash flows, ASU 2016-04) is
effective for the Company beginning the first quarter of fiscal 2017, The Company adopted the guidance in the
first qpuarter of fiscal 2007, which resulted in no material impacts on its inancial position, results of operations,
of cash flows, and expects the primary impact of this standand o be the income tax effects of awards recognized
in the income statement when the awards are vested or seitled. The potential tax impacts remain unknown until
the award vest or settlement dite.

Lease Guidance, In February 2006, the FASE issued ASU No, 200 6-02, Leases (Topic 8421 (“ASU 201 6-
0271 ASL N16-02 requines lessees 1o recognize all leases with terms in excess of one year on their balance sheet
as o right-of-use asset and o lease hobility w the commencement date. The new standuard also simplifies the
accouniing for sale and leaseback transactions. The amendments in this updite are elfective for annual periods
beginning after December 15, 2018, and interim periods therein and must be adopted wsing a modified
retrospective method for leases existing at, or entered into after, the beginning of the carliest comparative period
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presented in the financial statements. Early adaption is permitted. The Company does not expect that the
adoption of this amendment will have o material impact on its consolidated financial statements.

Deferred Income Tax Clwssification Guidance, In November 2015, the FASB issued Accounting Stasdards
Update No. 2005-17, Balonce Sheer Classiffearion of Deferred Taxes (“ASU 2013-17"), which simplifics the
presentation of defemed income txes by eliminating the need for entibies o separate deferred income tax
liabalities and assets into current and nopcurrent amonts m o clessificd statement of fnancial position. ASL
201517 is effective for companies beginning after December 15, 2016, with cary application permitted as of the
beginning of an interim or annual reporting period. The Company sdopted this new standard on a prospective
basis for the year ended December 21, 2005, thus resulting in the reclassification of cument defermed ax assets 1o
monetrrenl on the sccompanying consolidited balance sheet.

Inventory Memurement Guidance. In July 2015, the FASB issued ASU 200 5- 11, Simplifying the
Mensurement of Inventory, amending ASC 330, Upon adoption, this topic supersedes the existing guidonce
under ASC 330 and aims to simplify the subsequent measurement of inventory. Carrently, inventory can be
measured ai the bower of cost or market, which could result in several potentinl outcomes, as market could be
repliscement cost, nel realizable value or net realizable value less an approximetely normal profit margin, The
matjor amendments would be as follows: |, Inventory should be mensured at the lower of cost or net realizable
value., 2. Net realizable value is the estimated selling price in the ordinary course of business less reasonably
predictable costs of completion, disposal and transportation. 3. The amendment does not apply to inventory
measured under LIFO or the retail inventory method. 4, The amendment does apply 1o all siber inventory, which
inelukes inventory measured via FIFO or average cost. ASL 201511 becomes effective for periods beginning
after December 15, 2006 (including interim reporting periods within those fiscal years), or the first quarter of
fiscal 2017, The Company adopted this guidance in the first quaner of fiscal 2007, which resulted in no muterial
impact on its consolidated financial stalements.

Revenue Recopnition Guidance. In May 2014, the FASE issued ASU 2014-09, Revenue from Contracts with
Customers, ereating ASC Topic 606, Upan adoption, this iopic supersedes the existing guidance under ASC 605
and aims (o simplify the number of requirements 1o follow for revense recognition amd make revenue recognition
mare comparable across vanous entities, indusiries, jurisdictions and capital markets. There are 5 core principles:
I, Idemtify the contractis) with a customer. 2, ldentify the performance obligations m the contract. 3, Determine
the transaction price. 4. Allocate the trmnsaction price to performance obligations in the contract. 5. Recognize
revenue when (or as) the entity satisfics o performance obligation, Additional considerations under this update
inelude: accounting for costs o oblain or Tullill & contract with a customer and additional quantiative and
qualitative disclosures. ASL 2004-08 will become effective for pertods beginning after December 15, 20017
{including interim reporting periods within those periods), or the first quarter 2008, and allows for retrospective or
modified retrospective application. The Company is in the initial stages of evaluating the effect of the standard on
the Companys linncial statements and comines o evaluale the available transition metheods,

2. BALANCE SHEET COMPONENTS
INVENTORY
Inventory consists of the following (in thousands):

December 3, Jumne 3,
015 ik 2007
umnidited
Finished goods. sooavassasaimiosinsonsenss 31216 51,741 L1406
Work in process ....o.iiiiiiiiiiiaiiiaa 165 B42 OEE
Total TnvEmlnry &« o, oo e e araad dana i 51,381 52583 52,004
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PROPERTY AND EQUIPMENT — Net
Property and equipment — net consists of the following (in thousands )

Diecember 3. Jume 3,
5 Z0EG 17
(mmailived |

Computer SQUIPITBEL «auw e vseissssionsns $200 50605 5638
PRI o ik e . e B ar a7 3
Leasehold Improvemenis . ......ocoviaiiinias — 22 58
Total property and egquipment . .. ... ....00.s azr L 727
Less: accumulated depreciation ... ... .. .00 {157} {263) 352
Property and equipmenl — metl oo veoiiaivanies 5170 5400 5375

The Compuny recorded ST0T,000, $57,000, $160,000 and 594000 of deprecintion expense for the six
months ended June 30, 2007 and 2006, and the years ended December 31, 2016 and 2015, respectively.

ACCRUED LIABILITIES
Accrued liabilities consist of the following (in thousands):

Ihecembsir 31, Juene i,
s e 2017
— — jumoidived |
Payroll-related expenses . ... ... iooiciiiin s 375 5k 5220
Enginecrng services .. .....ovivnrnnrrarrasas 30 10 118
Professionnl foes ... ..nvniiiniinsiaiiniia, S 95 368
Acerued Warranty . .c.ovouveanmoascnssusiasas 28 853 [y
Taxes Payabls: - Canmn i emmainaima i I 27 235
B i v vt o b o A g 4R o AL ® 23 3%
Toul acerued lishilithes ......covvinsrarranas 5192 S4B| 3438

CUSTOMER DEPOSITS

Customer deposits represent payments received in sdvance of shapments of 373,000, 3745 (0040 and
S1359,000 = of June 30, 2017 and December 31, 20016 and 2015, respectively,

3. FAIR VALUE MEASUREMENTS

Fair value is defined as the exchange prce that would be receivesd from selling an asset or paid 10 transfer o
liabality in the principal or most advaniageous market for the assei or liability in an cederly transaction between
market participants on the mensurement date. The Company measures financial assets and liabilitees ot fair vidue
at eaich reporting period using a fuir value hierarchy which requires us 1o maximize the use of observable inputs
and minimize the use of unobservable inpats, A Ninancial instrument’s elissification within the fair value
higrarchy is based upon the lowest level of input that is significant 1o the fair value measurement. Three levels of
inputs may he used to measure fair value:

Level 1. Quoted prices in active markets for identical asscts or linbilities.,

Level 2, Inputs oaher than Level | that are observable, either direetly or indirecily, such as quoted prices for
similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are ohservable or
can be corroborated by observable market date: and,
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Fevel 3, Unobservable inpuis ihat are supporied by litile or no market activity and that are significant 1o the
fair value of the pssets or lisbilities, including pricing models, discounted cash flow methodologies and
similir technigues.

Financial asscts measured at foir value on a recurring basis were as follows:

Falr Value Mensurement st Roporting Date Using
Quoted Pricesin - Significont

Active Markets Oither Sipnificant
For Identicsl ﬂl:lurr:‘hh Hnn}l:ur;nl'&
Assils
iLevel 1h ﬂﬂ k(] ll.::_h Tutal
fim thamsndsj

As of June 3, 2007
Assets:

Maoney market funds (unavdited) .. ... 54,5940 £— — 4,940
As of December 31, 2006
Assets:

Moncy market lunds ..o ovvoviinian 54,932 — — 54,932
As of December 31, 20035
Assets:

Money markel fuwds ... £2.919 £— £— $2.919

As of Jupe 30, 2007 and December 31, 2016 amd 2015, money market funds are classified as level | because
they are valued using guoted market prices and are included in Cash and cash equivalents in the accompanying
Consolidsied Balance Sheets,

4. SEGMENT INFORMATION

Operting scgments are defined as components of an enterprise about which separate financial information
is pvailoble that ks evaluated regulardy by the chiel operiting decision maker, or group, in deciding how 1o
allocate resources and in assessing performance,

The Company s chiel operating decision maker, the chief excoutive officer, reviews financial informotion
presented on a consolickited basis for purposes of regularly making operating decisions and assessing lmmcial
performance. Accordingly, the Company considers itself 1o be in one reponable segment, which is comprised of
one operating segment, the designing, marketing and selling of mixed-signal integrated circuits for the security
surveillance and avtomotive markets,

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

Six Maonths Ended
¥ear ended December 31, June 3,
015 016 2iK& a7
(unendiled

R oot s e i ST B T 517,637 £231 815 512,228 SI12838
Souwth Koren .........ooooa.. 1. 4T T 73 1.451
Tl s i SRR 1,128 1,214 (L] 374
Oher ..o s 1] 527 iy hidy
LRIEM o aceinn ¢ R 20,245 £27.156 S13,640 515,260
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Revenue by principal product lines were as follows {in thoussnds):

Six Manths Ended
Year ended December 31, Jume 30,
215 2016 2Rl 17
(reaidided |
Security surveillanee ... ...... .. $20,237 826,531 513612 %13.297
AUmOHYE .o i 625 28 1,972
THA «ererrrrsn ety v §M1245 827,156 S1340 0 515269

Lesng-lived assets are atiributed to the geographic region where they are bocated. Met bong-lived assets by
peopraphic region were as follows (in thousands):

As of Decemlser 31, June 3,
als 0ln 017

(unmmlited )
DRI R e 5ot 2 3 5 4wt o A3 h AL St A i 5 38 5155 5203
Lhied-Bimiier, oous bl baaidini vl iavaas BT E3 120
PR i oo o k] 39 26
L iz 19 14
Total property and equipment, nel . ......... 5170 s401 5375

5 COMMITMENTS AND CONTINGENCIES
Operating Leases

The Company leases facilities under non-cancel lable lepse agreements expiring through fiscal year 2020,

As of December 31, 2006, the aggregate future minimum lease payments under operating leases consist of
the following tin thousands):

Yeur Ending December 11, Amoaanl
BOER s T L e e e e e i e e e Ve M § 416
BONE oo o e o A R e B b i o o M s o o EEY
O e e raa e e e e r e e 345
O e S A e T T N A R A s G VR e T S 59
Tl i G S G i e e N S 51,158

Rent expense under operating leases was S387,000 and 278,000 for the years ended December 31, 2006
and 2015, respectively. Rent expense under operating lenses wis S268, 000 amd 5200 000 for the six months
ended June 30, 2017 and 2006, respectively. As of June 30, 2007, the Company's futire minimam lease
payments under operating leases wtaled $1.0 million.

Prrchase Commitrments

As of December 31, 2006, the Company had purchase commitments with its third-panty supplicrs through
Tiscal year 2008, Future minimum payments under purchose commitments are 5 000,000 and 550,000 for the
years ending December 31, 2007 and 2018, respectively. As of June 30, 2017, future minimum payments under
purchase commitments are 51 10,000 and 363,000 for the years ending December 31, 2007 and 2018,
respectively.
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Litigaiion

Although the Company is not currenily subject to any litigation, and no litigation is comently threatened
against it the Company may be subject (o legal proceedings. claims and hitigation, including intellectual property
Tingamaom, arising in the ordinury course of business, Such maters are suhject W many uscertantics and oulcomes
and are not predictable with assurance. The Company accruees amounts that it believes are adequate to address
any liabilitics refated 1o legal proceedings and other loss contingencics thit the Company believes will result in a
prohable loss that is reasonably estimalble.

Tndemnification.

During the normal course of business, the Company may make cenain indemnities, commiitiments amd
guorantecs which may include mtellectual property indemnitics e certain of the Company’s customers in
connection with the sales of the Company's products and indemnities for liabilities associated with the
infringement of other parties’ technology based upon the Company®s products. The Company’s exposure under
these indemnification provisions is generally limited to the wotal amount paid by a costomer under the agreement.
However, certain agreements include indemnification provisions thot could potentially expose us o losses in
excess of the amount received under the agreement. In additon, the Company indemnifies its officers, directors
and cerain key emplovees while ithey are serving in good faith in such capaciiies,

The Company has not recorded any liability for these indemnitics, commitments and guarantees in the
accompany g consaliduted bulance sheets, Where necessury, the Company accrues for losses for any known
contingent liabilities, including those that may arise from indemnification provisions, when future payment is
probable,

6. CONVEHRTIBLE PREFERRED STOCK

The Compuny hias authorized and issued Series Seed Prefemmed Stock (“Series Seed™), Series A prefemed
stock (“Servies A7), and Series B preferned stock ("Series B”). Preferred stock outstanding as of December 21,
20016 and 2015 consisted of the following:

Decenber 31, 2006 and 2005

shires Apgrigals
Price Shares Tssumesd amd widation
Heriis Perind lssiid perShare  Awthorized  Outstanding ‘i Carrying Value
iin bomands, excepl share and per share dotap

Seed ... July 2012 50.25 4,660,000 4660000 51,165 50,156
| PO MNovember 20012 o June 2013 51,00 4,500,000 4,500, 04K) 4,500 4477
Boaioisina June 20004 1o October 2004 5200 2500000 1,582,500 3. 165 3061
Tosal ... L6600 10,742,500 58,830 58,79

There were no changes o the owstanding Convertible Preferred Stock for the six months ended June 30,
2017,

The holders of convertible prefemred stock have varsous rights and preferences as follows until such shires
are converted into shares of common stock upon completion of this offering:

Conversion

Each shure of [u'r:l'n:rrcd stock shall be convemble, at the option of the holder thereof, ot any time, and
without the payment of sdditional consideration by the holder thereol, into such number of Tully paid and
momassessable shares of common stock as 15 determined by dividing the onginal 1ssee price for such seres of
preferred stock by the conversion price for such series of prefered stock in effect at the time of conversion, The
conversion price for cach series of preferred stock shall initizlly mean the original issue price for such series of
prefered stock.

F-17

188/220



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoooooooooood

In the event of a liquidation, dissolution or winding up of the Company or a deemed liguidation eveni, ihe
conversion fights shall terminate at the close of business on the lest full day preceding the date fixed for the first
payment of any funds and assets distnbutable on such event 1o the holders of preferred stock.

Upaon cither (a) the closing of the sale of shares of common stock to the public in & firm-commitment
underwritlen public offering pursuant to an effective registration stulement under the Securities Act of 1933 as
amended, vielding 1o the Company gross proceeds of at least in excess of twemy five million dollars
(525,000,000} in the aggregate, or (b} the date and time, or the occurrence of an event. specified by vole or
written consent of the holders of ot least a majority of the outstanding shares of preferned stock ot the time of
such vote or consent, viding os a single class on an as-converted basis, (1) all outstanding shares of prefermed
stock shall autematically be converted into shives of common stock and (i} such shares may nol be relssued by
the Company.

Dividends
All dividends shall be declared pro rata on the comimod stock and the preferred stock on a pan passi basis
apconding to the number of shares of common stock held by such holders. For this purpose, cach holder of shanes

of prefemed stock is 1o be treated as holding the greatest whole number of shares of commeon stock then issuable
upon conversion of all shares of preferred stock held by such holder,

Mo dividends have been declared to date.

Liguidation

In the event of any voluntary or invaluntary liquidation, dissolution or winding up of the Company or any
deemed lguidation event, before any payment shall be made w the holders of common stock by reason of their
ownership thereof, the holders of shares of preferred stock then outstanding shall be entitled 1o be paid out of the
Tunds and asseis available for distnibution io its sharchobders, (ab for the series seed preferred siock, an amoun
per share equal tothe greater of: (1) the original series seed issue price, plus any dividends declaned but unpaid
thereon, ar (ii) such amount per share as would have been payable had all shares of series seed preferned siock
been converted into common stock immediately prior o such liguidation, dissolution or winding up or deemed
liquidation event, (b} for the series A preferred stock, an amount per share cqual o the greater of (1) the onginal
series A issue price, plus any dividends declared but unpaid thereon, or (i1) such amount per share as would have
been pavable hid all shares of senes A preferred stock been converted into common stock immediately prior 1o
such liguidation, dissolution or winding wp or deemed liquidation event, and (¢) for the series B preferred stock,
an amount per share equal to the greater of (i) the original series B issue price, plus any dividends declased but
unpaid thereon, or (i) such amount per shore as would have been payable had all shares of series B preferred
slock been converled nto commeon stock immiediately prior o such liguidation, dissoluton or winding up or
deemed Bguidation event, [T upon any such hguidation, dissclution or winding up or deemed liguidation event of
the Company, ithe funds and assets available for distribution 1o the sharcholders of the Company shall be
insufficient 1o pay the holders of all shares of prefermed stock the full amount o which they ore entitled, the
hobders of shares of preferred stock shall share rtably inany distribution of the funds and assets avalable for
distribution in proponion o e respective amoants thist would atherwise be payable in respect of the shares of
preferred stock held by them upon such distribution if all amounts payable on or with respect o such shires were
paid in full. The original serics seed issue price shall mean $0.25 per share, The original series A issue price shall
mean 5 10 per share, The original series B issee price shall mean 52,00 per share,

Upaon completion of the distribution described above, all of the remaining assets of the Company available
for distibution 1o shareholders shall be distributed among the holders of prefermed stock and common stock pro
riia based on the number of shares of common stock held by each {assuming full conversion of all such prefemed
stock), provided, however, that (ij the holders of series seed preferned stock shall pot be entitled 1o funher
participate in any distribution of the remaining assets of the Company following receipt by such holders of series
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seed preferred siock of aggregate distnbutions equal to S0.50 per share of series seed preferred siock (as adjusted
{or any stock splits, stock dividends, combinations, recapitalizations or the like, (11) the holders of scrics A
preferred stock shall not be entitled 1o further participate in any distribution of the remaining assets of the
Company following receipt by such bolders of seres A prefemed stock of aggregate distributions ecpeal 1o 52,00
per share of series A preferred stock (as adjusted for any recapitalizations), and (iii) the holders of sencs B
preferred stock shall nod be entitled (o further participate in any distnbuation of the remaining assets of the
Company following receipt by such holders of senes B preferred stock of aggregate distributions equal 1o $4.00
per share of series B preferred stock (as adjusted for any recapitalizations).

Vating

On any matier presented 1o e sharcholders of the Company for their sction oF consideration at any meeting
of sharcholders of the Company (or by written consent of sharcholders in licw of meeting), each holder of
outstanding shares of preferred stock shall be entitled 1o cast the number of vides squal w© the number of whole
shares of commeaon stock inte which the shares of preferred stock held by such holder are convertible as of the
record date for determining sharcholders entitled to vote on such matter. Fractional votes shall sot be permitted
and any fractional viing rights available on on as-converted basis (afier aggregating all shares into which shares
of prefemed stock held by each halder could be converied ) shall be roaunded o the nearest whole number (with
one=balf being rounded upward), Except as provided by law or by the other provisions of the third amended and
restated amicles of incorporation, holders of preferred stock shall vete together with the holders of common stock
as 4 single class on an as-converted basis. shall have full voting rights and powers equal to the voting rights and
powers of the holders of common stock, and shall be entitled, notwithstanding ony provision hereof, o notiee of
any shareholders” meeting in accordance with the bylaws of the Company.

7. COMMON STOUK

The Company was authorized o issee 20,500,000 shares of common stock with no par value per share as of
June 30, 2017, December 31, 2006 and 2015, The shares of common stock issued and ouistanding were
4,007,738, 3,725,238 and 3,332,852, excluding 413,667, 606,833 and 640,386 legally issued shares subject to
repurchise related 1o the early exercise of eptions 1o purchase commen stock as of June 30, 2007, December 31,
206 and 2015, respectively.

The Compuany has reserved the following number of shares of common stock for future issuances;

Diecember 31, Hil& Jume i 2HT

{umaschiied)

Series Sved preferred stock ... ... 4 a0, (NN 4,650,000
Series A prefermed stock .. .o0va 00 EECLERLY 1) 4,30 (HH)
Series B prefemed stock ... ... 1,582 500 1,582,500
Stock option plan:
Ounstanding stock wwards .. ... ... .. 1575667 | a2 500
Shares available for fuure issuance

under the 2012 Siock Option

B 4 i £ B b A 1,957,583 I 618,644
Total common stock reserved for

TUlUre ISSUINCES « 2 ca v vvainaiin 14,306, 1 540 14,00 3.65)

8. STOCK OPTION PLAN
In 2012, the Company adopted a stock option plan (%2002 Plan”} to provide sdditional incentives to
emplovees and 1o promote the best interests of the Company and 165 stockholders, Under the Plan, the Board of
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Directors may grant inceniive stock options o employees, and directoes, and non-gqualified stock options or
restricted stock wwards to employees, directors and consuliants. The Company has reserved 5 400,000 shares of
its commeon stock for 1ssuance under the 2002 Plan. The exercise price of each option equitls the fuir valoe of the
Company’s stock on e date af grunt, as determined by the board of directors,

The Company has various vesting agreements with employees. Options granted 1o employees generally vest
over a five-year period with 200 vesting at the end of one vear and the remaining 1o vest monthly thercafter.
Options granted generally are exercisable up to 10 years,

FEardy Exercixe of Stock Qptions

Certain employees and directors have exercised options granted under the 2012 Plan prior (o vesting, The
unvested shares are subsject W a repurchase nghit beld by vs i the original purchase price. The proceeds initally
are recorded s liabiliy related o carly exercised stock options and reclassified to sdditional paid in capital as the
repurchase right lapses. The Company issued 37,167, 302,083, 302,083 and 459425 unvested shares of common
stock upon early exercise for the six momhs ended June 30, 2007 and 2006, and for the yvears ended
December 31, 2006 and 2013, respectively, for total exercise proceeds of 526,000, 51 13,0080, 51 13,000 and
363,000, respectively. For the six months ended June 30, 2007 and 2006, and for the year ended December 31,
26, the Company repurchased 45,666, 37,167 and 37,167, respectively, shares of unvested common stock
related 1o enrly exercised stock options ol the original purchise price due o terminotion of emplovees, No shares
of common stock related 0 unvested stock oplions were repurchased during the year ended December 31, 2005,
As of Jupe 30, 2007 and December 31, 2006 and 2005, 413,667, 606,833 and 640,386 shares, respectively, held
by employees and nonemployees were subject to repurchase st an aggregate price of % 172,000, 5223 000 and
L8600, respectively.

Siock option activity under the 312 Plan is summanzed as follows:
Welghted-
Wrighted- m:: Azeregale

[ipiinem iplinm Avern Comlrac wal Intrinsic
Available  Bwsed and  Exe

Term Valur
Tar Girand  Chilstanding Prior 1Yrars) Vi Whenisansds )

Asof December IL,2004 ... ou i ianiiieiiianiienna. JMIAM 1352354 5012 Ha s xr
Granled . ..opannaainiias R P e S (5601,800) 561,800 042
Exercised (15 ., e e e e e e e e e — (4 TR LEE) =]
IDBBEE - o s s b e St po R b B A B R 35,00 35,000 4
A of Decomber 30,2008 L. vinrvrmrrranrrrarrrannres alfa680 1,439 306 S5 54 51,015
Granted . ..oiveriinaiianaiianiiianiiiniianiaaneas  (AO0ER) 560,834 1.75
Exercized {13 . Rt e ek e e L e - (302,86 w9
Canceled . e o T 4 o s e e ke e ko 62,167 162, 167) [ R}
.l.nl.'ll'l'.lﬂ.,nmhq"ll M6 N« 1 | [ B~ E 82 53216
Granted (mmoudied) .....c0iiaeiiserrrmrersmrrsnenss  [S2E50) 428 500 52492
Exercised (1) (omadited] - ..o ioviiise b imebssnsbannnnn == (292,500  B0I5
Cancelled (umandited) . ... ... it &0, 160 ey S0
As ool June 30, 2007 qunandited) . ... ... oo oo oooL . LAARGM 16323501 S1.48 B3 52,770
ﬂptn:u'n wirsled and .,.I:Pw.:lcd 1o vest as of December 31,

6. i T L L S T 1448214 5079 82 53,044
Options vestesd and exercisuble as of December 21, 2006 ..., 200037 ¥Ls2 T4 5 715
Options vested and c:tpn:u:d 1o Vest as of June 30, 2017

(anaisdited) . ........ 1525921 5144 B35l 2,654
Optiss vested aml exercisnble as of June 30, 2007

(ansmdited) . .vvassraaa s e e s 206,703 3093 T 5 66T
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i1 lochades vestig of carly-ciencnad opilicss,

The stock options outstanding and exercisable by exercise price at December 31, 2006, are as fol lows:

Oiptions Outstusding Optinas Vested ond Exerciable
Weighted-
s, it Woighat
Yera ¥

Mumber Conirsctonl  Exercise Mambwr I-hvm
M Chatstanding  Life (Yeursp Price Exercisuble Price
O e S T e R i e 157 500 58 S0.03 S{1L.0HKD 3003
T e g i e i e 10,333 .4 &b, 10 6, 167 S0.00
L7 W | e R e (o A R e 185,750 7.1 S0,16 59333 2006
s h s e o A A B R R Sk 487,583 B3 50,37 6,333 30,37
- 1 R R S i A i A 322 667 9.2 S0.97 21.845 S0.97
o i | PR R K e s e S g B 283 834 ‘:J_T 5251 459 5251
1.545 607 B.2 S0.81 301,137 50.52

The stock options oulstanding and exercisable by exercise price at June 30, 2017, are as follows:

Options Cutstunding Options Yested and Evercisable
Welghted-
Avermpe Welghted- Welghted-
Hemaining Average Average
Sumbser Contracims] Exerdie Mumheer Exercise
Exervise Price Citstunding  Lilv | Vears) Price Exercisabile Price
(anaudited)  (onasdited)  (aaudited)  (unamdited) (nmnmdited |
B R R R R T 36,500 53 003 — 5—
N o i g s W B A 59,167 59 Si1o 0, (0 S0
8 R T e O (N i PP 1641, 250 Bty Sl 68 833 Sih 16
e 3R4.084 7.5 S0.37 75,500 S0.37
Y i e e R R A de s e 280,333 8.7 5097 50,461 0597
B e o i e T R 283,834 9.2 $2.51 549,626 §2.51
R R s e A T G e e 55,000 9.7 £2.89 — §—
B R R 373,333 .9 52.93 12,283 52.93

1,632,500 i ] 5148 296,703 50.93

The sggregate intrinsic value of options exercised for the six months ended June 30, 2007 and 2016, and for
the years ended December 31, 2006 and 20015 was $423,000, $752 000, $752.000 and 5564000, respectively.

Resirfered Stock Aweards

During the vear ended December 31, 2006, the Company granted 30,0000 shares of commaon stock s
restricted stock unit awands, and the related stock-based compensation was immaterial. All restricted siock unit
awards are subject o repurchase as of December 31, 2006, Mo restricted stock unit awards were granted for the
six months ended June 30, 2017,

9, STOCK-BASED COMPENSATION

The Company records stock-based compensation bosed on fair value as of the grant date using the Bluck-
Scheles option-pricing muodel. The Compuny recognizes such costs us compensation expense on a straight-line
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hasis over the employee’s requisite service period, which is generally five vears. The Company’s valuation
assuwmpiions are as follows:

Fair value of common stock — Given the absence of 4 public irading market, the Company”s Board of
Directors considered numerous objective and subjective fectors o determine the fair value of the Company s
common stock which included, but were not limited 10 (1) contemporaneous independent thind-party valuations of
the Compeny s common stock: (i) the rights and preferences of the Company’s preferred stock relative o
common stock; (i) the lack of marketability of common steck; (iv) developments in the business: and (v) the
likelihood of achieving o liquidity event, such as an mitial public offenng or sale of the company, given
prevailing market conditions,

Risk-free interest rate — The Company bases the risk-free interest rate used in the Black-Scholes oplion-
pricing medel on the implied yield available on LS, Treasury sero-coupon issues with an equivilent expected
term of the oplions for cach option grotip,

Expected term — The expected term represents the period that the Company's stock-hased awards are
expected o be outstanding. To determine the expected werm, we generally apply the simplified approach in which
the expected term of an awward is presumed 1o be the mid-point between the vesting dite amd the expiration dite
of the awind as we do not have sufficient historical exercise dati to provide a reasonable basis for an estimate of
expected term.

Velatility — Ax the Company does not have any trading history to determine the volatility of its comimon
stock, the Company determines volutility based on the historical stock volatilities of a group of publicly listed
puideline companies over a period equal to the expected terms of the options.

Dhividend yield — The Company has never declared or paid any cash dividends and does not currently plan
1o pay & cash dividend in the foreseeable future. Consequently, the Company used an expected dividend vield of
£,

Emplovee Stock Awards

The remaiming unrecognized stock-hosed compensation expense related 1o non-vested options, was 1.5
il Hon and $832,0000 as of June 30, 3017 and December 31, 2016, respectively, and will be recognized over a
weighted-average remaining period of approximately 3.9 and 3.7 vears, respectively.

The follswing table summanzes the weighted-average assumptions vsed in the Black-Scholes oplion-pricing
model o determine fair valve of stock opiions:

Six Manihs
Yenr Ended Ended
Drecemlbeer 3. June 3,
HilE HilGk 016 207
(neindied )
F.xp-:c:l:u:\d Lerm (I YERAME) & ocvrciasasoasiasens casoss rassas 630 6,19 624 f30
Fixk=free IOMETesl TOIE: | oouosvvensinnansigsonsnasinsnssns 1L67% 1.38% 1.48% 2.00%
Expected vOlaLIIY v v consnnrvsmsnaasssws susans vws s v 46% 5% 5% 53%
o T T N L S T P Lo A R e 0% 0% (15 %
Fair volue of common stock . oo oiiiiiiieiiaiiaceasea.  SOB6 5235 5201 53405

The weighted-average grant date fr value for emplovee stock awards for the six months ended June 30,
2017 and 2016, and for the years ended December 31, 2006 and 2015 was 51,63, 51,36, 5136 and 50.53,
respectively.
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Stock-Raved Compensaiion Expense — The following table summarnizes the distribution of stock-hased
compensation expense (in thousands):

i Months
Yeur Ended Emded

December 3, June M,
NE 2l nla w7
T T T imaudited)
LT e £ 7 %15 5T s513
Research and developmenl o ..o cuiiiinnaaiiaiianiaiianas 73 102 48 77
Selling, general and sdministralive ... ..ovvarnrrarnnss TP ks 132 199
TON): s T e R A o i e SI64 5430 SIRT 5289

The Company did not realize any income tax benefit from stock option exercises for the six months ended
June 30, 2017 and 26, und for the years ended December 31, 2006 and 201 5.
Now-Emplovee Stock Awards

The Company estimates the fair value of non-employee stock options using a Black-Scholes option pricing
idel with the followiing weighted-average assuimplions:

Sin Alonihs
Year Enaed Fnided
Decembar 3, Jume 3,
1% ik 00n 7
mnidided )
Expected term (in YEars) ... vusiarnaiisnsaniniinnainains 104 16,0 150 16,0
Flisk-free interest (e ..., vvnrnnrmnraaranrrarrnrrnrrns 200% 202% 1.69% 248%
Bapoctetd volBhling | ool o i i i i s e e e v 50% 53% 505 55%
IR TR o . v i o s, A i A 1% 0% [ v

Fair value of COmmON SIOCK . . cuiviieiioidrinitaites casind 508 5268 5239 5203

The Comipany granted non-cimplovee stock oplions to purchase 20000, 67,000, 157 834 and 131 800 shares
of commaon stock and recognized stock-based compensation related 1o non-cmployee stock options of 592,000,
023,000, H200,000 wnd 5124000 for the six months ended June 30, 2007 and 2016, and for the years ended
December 31, 2006 and 2015, respectively. The weighted-average grant date fair value for non-employee stock
awirds for the six months ended June 30, 2007 and 2006, and for the years ended December 31, 2006 and 20015
wins $1.93, 51,44, 52,16 and $0.53, respectively.

The remaining vnrecognized stock-bosed compensation expense related 1o non-vested options, was

S159,000 wvd S181.000 as of June 30, 2007 and December 31, 20016, respectively, ond will be recognized over o
weighted-wverage remaining period of approximately four years,

10, INCOME TAXES

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

Viar Enided Dveembser 3,
iKiE Hilh
LN O 5 s s o 0 %0 404 04 e 5 8 5 R £3.488 £5.311
1| Ve R R b S el Gl PR S el S I 52
Incorme belore: Moo XSS ... iiesiaaresionsnnss 53,389

§3.363
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The componenis of the provision for income taxes are as follows (in thousands):

December 31,
B E 2006

Current

Federal . ... it e e S659 52034

o Lo PR, MM e R Sl et S SR S Fa S L Fh T e, 1 40

BRI, © vt it o o e I I

O] TR 0w 0 0 w0 0 0 4 6l 2075
DRI BB i i oo (B29) {193)
Provision for Moome MXeES .. .ouieesraaraaronioaionanns S(I68) S51.882

The effective tux rate differs from the applicable US. statwory federal tncome tax rte as follows:

Wenr Ended

December 31,

s Hilk
LS. stutudory federal faxes at staiutory rate .. .. ... 00 oa s M 3405%
Stute pxes — net of federal benefit ... ..o oo iaas 0.0l IR
Research and development credits (henefit) ......ooo0a. (4.08)  (2.549)
Permmnnent Iems £ oher o .. ocviveiiiainiinasnsniasiaais (.55 255
Change in valuation allowance ... .o verirresissrearraans {34809 1.12
EfTeciive SO0 TIIE: & o i s s v e oo ia s v auiiii e iid v s e s oi (4.32)% 35.09%

During the six maonths ended June 30, 2017, the Company”s provision for income fmxes was primarily
attributable 1o s domestic 1ax provision.

The components of deferred tax assets for federal and state income taxes are as follows (in thousands):

December 31,
i E e
Deferred tax assets:
Met operating loss cammyforwards ... caa oo - R - T |
Researchand otherevedits . ...vovieviaiinniaiie 151 211
ADCTORIE ¢ s e i e e a e e E 192 a6
IRnEIbIES oo v s s s s misnienssnies 623 574
ORI s A R 50 97
Totnl deferred tax 558015 . . ..ooooiiianaie 1.087 1417
Valootion allowanoe ... ... ..0ncnricriar e, {222} (282)
Dicferred fax assels oo eneiir e inicaiia i aa s BG5S 1,135
Deferved Tux Linbalities:
Fixed ARSI . uvonvatvassnniansansnnis P (36} S4113)
Met DieTermed Tox ASSEI8 ..o vvuvvuraarnarvasrasraaranrs 5 B29 S51022

In assessing the realizability of deferred tax assets, management considers whether it is mare likely than not
that somve pertion or all of its deferred tax assets will be realized. The ultimate realization of deferred tax asseis is
dependent upon the generation of future taxable income during periods in which temporary differences become
deductible or includable in txable income, Management considers projected future taxable income and 1oy
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planning strategies in making this assessment, Based on the level of current peniod taxable income and its
expecied recurring profitability. Management belicves it is more likely than not the Company will realize
benefits of deductible differences and thus has not recorded a full valution allowance, The Company s valuation
allowance increased by $60.000 as of December 31, 20016 compared 1o December 31, 2005, During the year
ended December 31, 2013, the Company released $1.4 million of valuation allowance,

Asof December 31, 2006, the Company had net operating loss carry forwards of mil and 512 18,000 for
Tederal and stte income tax purposes, respectively, available 10 offset Tuture laxable income. These net operating
Josses will begin to expire in 2032 if unused. The Company also has rescarch and other tax credit carryforwands
of approximately nil and $300.000 for federal and state income tax purposes, respectively. The stue tox credits
can be cammped forward indelinitely, Current tx laws impose substantial restrictions on the utilization of net
aperating losses and credit carryforwards in the event of an “ownership change”, as defined by the Internal
Revenue Code (IRCY. If there should be an ownership change, the Company™s ability o wiilize its comyforwands
could be limited.

As of December 31, 2006, the Company had unrecognized tux benefits of S90,000 and S100,000 for federal
and state income @y purposes, respectively, due to rescarch and development credits. The reversal only of the
unrecognized federal tax benelit would impact the effective tax rate since the Californin deferred 1ax assets ane
subject o a full valuation allowonce. The Companys tax Gilings for the Gscal yeors from 2002 o 2006 remain
apen in various 2y junsdictions, The Company does not anticipate that s unrecognized tax benefit will change
significantly in the coming fiscal year.

11. SUBSEQUENT EVENTS
The Company evalunted subsequent events through March 7, 2007, the date on which consolidated financial
statements for the vear ended December 31, 2016 were issaed.

On January 23, 2007, the Company renewed its operating lease agreement for its office facility in Taiwan,
extending the expiration dute to February 28, 2018, Future minimum lease payments for this operating lease
agreement amount to spproximately S24,000 and 33,000 for the yvears ended December 31, 2017 and 2018,
respectively,

For the six months ended June 30, 2007, the Company evaluated subsequent events through August 15,
2017, the dite on which the wnaudited imerim consolidited finoncial statements were available to be issued.

F-25
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2017 6 30 2016 12 31
11,932 1,336,384 10,006 1,120,672
126 14,112 79 8,848
2,094 234,528 2,583 289,296
414 46,368 273 30,576
14,566 1,631,392 12,941 1,449,392
375 42,000 401 44,912
980 109,760 1,022 114,464
1,958 219,296 1,188 133,056
17,879 2,002,448 15,552 1,741,824
659 73,808 777 87,024
838 93,856 481 53,872
172 19,264 223 24,976
73 8,176 745 83,440
1,742 195,104 2,226 249,312
126 14,112 90 10,080
1,868 209,216 2,316 259,392
11,660,000
—4,660,000 4,660,000 2017 6 30
2016 12 31 1,165
1,156 129,472 1,156 129,472
A
—4,500,000 4,500,000 2017 6 30
2016 12 31 4,500
4,477 501,424 4,477 501,424
B
—2,500,000 1582500 2017 6 30
2016 12 31 3,165
3,161 354,032 3,161 354,032
20,500,000 2017 6 30 2016 12 31
4,017,738 3,725,238 — — — —
1,174 131,488 813 91,056
6,043 676,816 3,629 406,448
16,011 1,793,232 13,236 1,482,432

17,879 2,002,448 15,552 1,741,824
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2017 2016
2017 6 30 2016 6 30
15,269 1,710,128 13,640 1,527,680
6,321 707,952 6,448 722,176
8,948 1,002,176 7,192 805,504
2,662 298,144 2,196 245,952
2,584 289,408 2,462 275,744
5,246 587,552 4,658 521,696
3,702 414,624 2,534 283,808
10 1,120 11 1,232
3,692 413,504 2,545 285,040
1,278 143,136 833 93,296
2,414 270,368 1,712 191,744
1,777 199,024 1,298 145,376
637 71,344 414 46,368
0.17 19 0.12 13
0.16 18 011 12
3,849 3,426
4,648 4,298

2,414 270,368 1,712 191,744
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2017 2016
2017 6 30 2016 6 30
2,414 270,368 1,712 191,744
101 11,312 58 6,496
289 32,368 187 20,944
9 1,008 — —
42 4,704 117 13,104
47 5,264 15 1,680
489 54,768 891 99,792
141 15,792 409 45,808
3 336 4 448
5 560 924 103,488
115 12,880 1,161 130,032
672 75,264 657 73,584
36 4,032 24 2,688
2,627 294,224 133 14,896
117 13,104 188 21,056
117 13,104 188 21,056
21 2,352 112 12,544
605 67,760 634 71,008
584 65,408 522 58,464
1,926 215,712 577 64,624
10,006 1,120,672 9,463 1,059,856
11,932 1,336,384 8,886 995,232
1,214 135,968 1,216 136,192
323 36,176 90 10,080
60 6,720 35 3,920

18 2,016 - -

200/220



SEC

201/220

EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)
oOoooooooooood

2016 12 31
GAAP

GAAP



EDINETOOOO
OO000OO000OO00o0DO000DOo00oOo0gOonoOoo(E33426)

oOoooooooooood
2017 6 30 2016 6 30
2,414 1,712
1,777 1,298
— 637 414
2,414 1,712
1,685 1,223
_ 729 489
3,849 3,426
1 799 872
4,648 4,298
$ 0.17 $ 0.12
$ 0.16 $ 0.11
@
82,000 2017 30 10,000 2016 30

10,742,500

2017 12
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JDR

JDOR

3

@

(4)

2014 20.315
2037 12 31 15.315
2038 20 15

NISA
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2014 20.315
2037 12 31 15.315
2038 20 15
NISA
(6)
NISA
NISA NISA
120
20
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Consent of Independent Registered Public Accounting Firm

Techpoint, Inc.
San Jose, Cdlifornia

We hereby consent to the use in the Prospectus constituting a part of this Registration Statement of our report dated March 7,
2017, relating to the consolidated financial statements of Techpoint, Inc., which is contained in that Prospectus.

We also consent to the reference to us under the caption “Experts’ in the Prospectus.
/sy BDOUSA, LLP

BDOUSA, LLP
San Jose, Cdlifornia

August 15, 2017
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2017 3 7

/s/ BDO USA LLP

2017 8 15
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balance sheets of Techpoint, Inc. (the “Company”) as of
December 31, 2016 and 2015 and the related consolidated statements of operations, stockholders equity, and cash flows
for the years then ended. These financia statements are the responsibility of the Company’s management. Our
responsibility isto express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
thefinancia statements are free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of itsinternal control over financial reporting. Our audits included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on atest basis, evidence supporting the
amounts and disclosuresin the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financia statement presentation. We believe that our audits
provide areasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Techpoint, Inc. at December 31, 2016 and 2015, 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

/s BDOUSA, LLP

San Jose, California
March 7, 2017
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2016 2015 12 31

2016
2015 12 31

/s BDOUSA LLP

2017 3 7
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balance sheets of Techpoint, Inc. (the “Company”) as of
December 31, 2015 and 2014 and the related consolidated statements of operations, stockholders equity, and cash flows
for the years then ended. These financial statements are the responsibility of the Company’s management. Our
responsihility isto express an opinion on these financia statements based on our audits.

We conducted our audits in accordance with standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of itsinternal control over financia reporting. Our audits included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on atest basis, evidence supporting the
amounts and disclosures in the financia statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide areasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Techpoint, Inc. at December 31, 2015 and 2014, 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.

/s BDOUSA LLP

San Jose, California
May 13, 2016
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2015 2014 12 31

2015
2014 12 31

/s BDOUSA LLP

2016 5 13
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