





Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consisted of the following (in thousands):

Capitalized commissions asset, net
Insurance
Software & subscriptions
Contract assets
Foreign R&D tax credit receivable
Other
Total prepaid expenses and other current assets

Property and Equipment, net

Property and equipment consisted of the following (in thousands):

Software and technology equipment

Office furniture and hardware equipment

Leasehold improvements

Construction in progress

Vehicles

Total property and equipment

Less: accumulated depreciation and amortization
Total property and equipment—net

As of December 31,

2022 2021
$ 2,636 $ 2,289
1,372 74
691 388
669 634
— 2,828
450 736
$ 5,818 $ 6,949

As of December 31,

2022 2021
$ 6,131 $ 4,067
395 305
299 295
282 —
7 7
7,114 4,674
(3,497) (2,236)
$ 3,617 $ 2,438

Depreciation and amortization expenses related to property and equipment for the years ended December 31, 2022

and 2021, was $1.6 million and $1.0 million, respectively.
Other Assets

Other assets consisted of the following (in thousands):

Foreign R&D tax credit receivable
Capitalized commissions asset, net
Contract assets
Capitalized third party commissions asset, net
Security deposits
Other
Total other assets

100

As of December 31,

2022 2021
$ 1,565 $ —
1,392 1,576
511 852
143 143
118 190
58 196
$ 3,787 $ 2,957




Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consisted of the following (in thousands):

As of December 31,

2022 2021
Payroll and related benefits $ 8,182 $ 6,616
Deferred and contingent consideration 1,696 1,668
Deferred income 1,179 —
Accrued professional fees 851 1,292
Other accrued liabilities 187 997
Total accrued expenses and other current liabilities $ 12,095 $ 10,573

Other Liabilities

Other liabilities consist of the following (in thousands):

As of December 31,

2022 2021
Pension accrual $ 676 $ 820
Retirement benefit liability 346 68
Contingent consideration — 1,269
Total other liabilities $ 1,022 $ 2,157

9. ACQUISITION
Semifore Acquisition

On December 27, 2022, the Company acquired 100% of the issued and outstanding equity securities (the Acquisition)
of Semifore, Inc. (Semifore). Prior to the acquisition, Semifore was a privately held provider of hardware, software
interface (HSI) technology. Semifore technologies are used to effectively design, verify, document, and help in the
validation of the hardware-software integration that is used in the SoC complex chip market. The addition of Semifore
technologies and team expertise augments Arteris System IP and IP deployment automation to further enhance
software control of the IP and SoC hardware. The Acquisition closed on December 27, 2022 and has been accounted
for in accordance with the acquisition method of accounting for business combinations with the Company as the
accounting acquirer.

The consideration transferred for the acquisition is as follows (in thousands):

DECEMBER 27,

2022
Cash consideration paid at closing $ 1,388
Stock consideration (331,569 shares of the Company’s common stock) 1,333
Contingent consideration 362
Total consideration $ 3,083

In connection with the acquisition, key employees and former owners of Semifore were issued a total of 663,143
shares of the Company’s common stock and obtained the right to additional cash payment totaling $1.8 million. Out of
the 663,143 shares issued, 331,569 shares of common stock vested as of the closing date and the remaining 331,574
shares and $1.8 million cash payment will vest on the first and third anniversary of the closing date if certain key
employees continue to be employed by the Company. These contingent cash payments and equity awards have been
accounted for separately from the business combination and will be recognized by the Company as compensation
costs in the subsequent periods as related services are provided. Refer to Note 14 for additional information about the
equity awards.
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The Company incurred acquisition-related expenses associated with the Semifore transaction in a total amount of
$0.5 million, which were expensed as incurred and included in general and administrative expenses in the
consolidated statements of income (loss) for the year ended December 31, 2022. These acquisition-related costs
included legal, accounting, and other professional and consulting fees.

Under the acquisition method of accounting, the purchase price is allocated to identifiable assets acquired and
liabilities assumed based on their fair values on the acquisition date. The following table provides the estimated fair
values of the identifiable assets acquired and liabilities assumed as of the acquisition date (in thousands):

FAIR VALUE
Cash $ 267
Accounts receivable 372
Prepaid expenses and other current assets 63
Contract assets 15
Intangibles 2,120
Accounts payable (139)
Deferred revenue (672)
Deferred tax liability (484)
Total identifiable net assets 1,542
Goodwill 1,541
Total purchase price $ 3,083

The following table summarizes the fair value of the identifiable intangible assets acquired (in thousands) and
weighted-average useful life:

WEIGHTED
AVERAGE
2022 USEFUL LIFE
Developed technology $ 1,390 7 years
Customer relationships 730 8 years

Estimated fair value of intangible assets $ 2,120

Goodwill generated from this business combination is attributed to synergies between the Company’s and Semifore’s
respective products and services and is housed within the Company’s single operating segment. The Company
recorded $0.5 million deferred tax liability as a result of the Acquisition. The Company does not have any tax basis in
the total goodwill of $1.5 million and the goodwill is non-deductible for income tax purposes. The revenue and
earnings of the acquired business have been included in the Company’s results since the acquisition date and are not
material to the Company’s consolidated financial results.

Pro forma results of operations for the acquisition have not been presented because they are not material to the
Company's consolidated results of operations.

Magillem Acquisition

On November 30, 2020, the Company, through Arteris IP SAS, its wholly owned subsidiary, completed the acquisition
of Magillem Design Services SA (Magillem), by acquiring certain assets and assumed liabilities of Magillem in an all-
cash transaction to expand the Company’s IP deployment technology. Magillem is a leading provider of complex
design flow and content management software solutions.

The total purchase consideration was $7.8 million, of which $2.8 million was the estimated contingent consideration
which represents the fair value of additional consideration payable to the seller upon (a) the achievement of specified
milestones, estimated using the income approach and (b) in relation to potential indemnity claims. The contingent
consideration payments are tied to a number of metrics, including claims received by the Company and certain
product development, customer and revenue metrics in the next one to three years. As of December 31, 2022, the
estimated contingent consideration relating to Magillem was $1.3 million after the settlement of $1.5 million liability in
2022, recorded as part of accrued expenses and other current liabilities on the Company’s consolidated balance
sheets.
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10. LEASES

The Company leases its offices and data center hosting space at various locations under noncancelable operating
lease agreements expiring at various dates through 2027. Under the terms of these agreements, the Company also
bears the costs for certain insurance, property tax, and maintenance. The terms of certain lease agreements provide
for increasing rental payments at fixed intervals.

Total operating lease related costs were as follows (in thousands):

Year Ended December 31,

2022 2021
Operating lease cost $ 1,059 $ 1,096
Short-term lease cost 309 134
Total lease cost $ 1,368 $ 1,230

The weighted-average remaining term of the Company’s operating leases was 3.1 years and 3.6 years as of
December 31, 2022 and 2021, respectively, and the weighted-average discount rate used to measure the present
value of the operating lease liabilities was 7.5% as of December 31, 2022 and 2021.

Maturities of operating lease liabilities as of December 31, 2022 were as follows (in thousands):

Fiscal year ending December 31,

2023 $ 990
2024 449
2025 278
2026 212
2026 and thereafter 212
Total undiscounted cash flows 2,141
Less: Imputed interest (233)
Present value of lease liabilities $ 1,908
Lease liabilities, current $ 899
Lease liabilities, noncurrent 1,009
Total lease liabilities $ 1,908

11. BORROWINGS

Term loans—In November 2018, the Company entered into a business financing agreement (2018 Term Loan) of
$1.5 million with Western Alliance Bank. The 2018 Term Loan was fully repaid in November 2021 and was not
renewed.

Vendor financing arrangements—The Company has various vendor financing arrangements with extended
payment terms on the purchase of software licenses and equipment. In order to determine the present value of the
commitments, the Company used an imputed interest rate ranging from 7.5% to 10.0%, which is reflective of its
collateralized borrowing rate with similar terms to that of the software licenses and equipment transactions.
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Vendor financing arrangements as of December 31, 2022 were as follows (in thousands):

2023 $ 1,264
2024 556
Total undiscounted cash flows 1,820
Less: Imputed interest (108)
Present value of vendor financing arrangements $ 1,712
Vendor financing arrangements, current $ 1,264
Vendor financing arrangements, noncurrent 448

$ 1,712

Interest expense from Vendor financing arrangements was $0.1 million for the year ended December 31, 2022.

Interest expense from Term Loan and Vendor financing arrangements was $0.1 million for the year ended
December 31, 2021.

12. COMMITMENTS AND CONTINGENCIES

Indemnifications—The Company often enters into limited indemnification provisions in license agreements in the
ordinary course of the Company’s licensing business. Pursuant to these provisions, which are often inserted into
license agreements in the semiconductor IP and software licensing industries, the Company agrees to indemnify, hold
harmless, and reimburse the indemnified parties up to a capped amount for losses suffered or incurred by such
indemnified parties due to third party claims if such claims are determined to be caused by the Company. The term of
these indemnification provisions is generally either for a term of years or perpetual, in each case beginning on the
execution date of the agreement. The Company has also agreed to indemnify under indemnity agreements with its
directors and officers, to the extent legally permissible, against liabilities incurred in connection with any action in
which such individual may be involved by reason of such individual being or having been a director or officer, other
than certain liabilities arising from willful misconduct of the individual.

The Company has incurred no actual payment obligations from these above-noted indemnification provisions and
director and officer indemnity agreements during 2022 and 2021, and the consolidated financial statements do not
include liabilities for any potential indemnity-related obligations as of December 31, 2022 and 2021.

Legal—The Company has been and will continue to be subject to legal proceedings and claims.

In the normal course of business, the Company may receive inquiries or become involved in legal disputes regarding
such litigation matters. Pursuant to ASC 450, Contingencies, the Company makes a provision for a liability relating to
legal matters when it is both probable that a liability has been incurred, and the amount of the loss can be reasonably
estimated. These provisions are reviewed at least quarterly and adjusted to reflect the impacts of negotiations,
estimated settlements, legal rulings, advice of legal counsel and other information and events pertaining to a
particular matter.

In December 2022, the Company received notice of a complaint filed against the Company and two other defendants
that are entities in the semiconductor industry by Network System Technologies, LLC in the United States District
Court for the Western District of Texas, and two additional complaints were filed in the Eastern District of Texas
against certain companies, including some customers of the Company, asserting among other things patent
infringement relating to the Company’s technology and seeking damages and injunctive relief. The Company intends
to vigorously defend itself in respect to these complaints, and anticipates an increase in legal expenses to do so.

Due to the inherent uncertainties and complex technical issues arising from such intellectual property litigation, the
Company cannot predict or guarantee any result of such intellectual property litigation. As with any such litigation at its
initial stages, the Company cannot comment on the possible final litigation results of ongoing litigation or the risk
whether the Company may not prevail in such intellectual property litigation. In addition, such litigation may make it
necessary to support or defend the Company or the Company’s customers relating to the claims in the litigation.
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Further, the ultimate outcome of the litigation, like any litigation, is uncertain and, regardless of outcome, litigation can
have an adverse impact on the Company because of defense costs, potential negative publicity, diversion of
management resources and other factors, which in turn may have a material adverse impact on the Company’s
business, consolidated financial position, results of operations, or cash flows. As intellectual property claims are
inherently unpredictable, the Company is currently evaluating whether such matters may have a material adverse
effect on the Company’s financial position, results of operations, or cash flows.

In addition, significant judgement is required in both the determination of probability and determination as to whether a
loss is reasonably estimable. Future revisions to such estimates could materially impact the Company’s results.
Accordingly, there can be no assurance that existing or any future legal proceedings for liability estimates arising in
the ordinary course of business or otherwise will not have a material adverse effect on the Company’s business,
consolidated financial position, results of operations or cash flows.

The Company has no other material contractual noncancelable commitments as of December 31, 2022 and
December 31, 2021.

13. REDEEMABLE CONVERTIBLE PREFERRED STOCK, PREFERRED STOCK AND COMMON STOCK
Redeemable Convertible Preferred Stock

Immediately prior to the closing of the IPO, all shares of the Company’s redeemable convertible preferred stock
outstanding, totaling 4,471,316, were automatically converted into an equal number of shares of common stock and
their carrying value of $5.7 million was reclassified into stockholders’ equity. As of both December 31, 2022 and 2021,
there were zero shares of redeemable convertible preferred stock issued and outstanding.

Preferred Stock

In connection with the IPO, the Company amended and restated its certificate of incorporation to authorize
10,000,000 shares of preferred stock with a par value of $0.001, which shares of preferred stock are currently
undesignated.

Common Stock

Holders of common stock are entitled to one vote per share and to receive dividends and, upon liquidation or
dissolution, are entitled to receive all assets available for distribution to common stockholders. The common stock has
no preemptive or other subscription rights and there are no redemption or sinking fund provisions with respect to such
shares. Common stock is subordinate to the preferred stock with respect to dividend rights and rights upon
liquidation, winding-up, and dissolution of the Company. In connection with the IPO, the Company amended and
restated its certificate of incorporation to authorize 300,000,000 shares of common stock.

During the year ended December 31, 2021, 1,250,000 shares of the Company’s common stock were sold to third-
party investors for an aggregate amount of $5.4 million.

Stock Repurchases

There were no repurchased shares for the years ended December 31, 2022 and 2021.

14. STOCK-BASED COMPENSATION
2016 Stock Plan

On October 10, 2016, the Company amended and restated the 2013 Equity Incentive Plan and changed the name of
the plan to Arteris, Inc. 2016 Incentive Plan (the 2016 Plan). Adoption of the 2016 Plan provides for participation by
foreign nationals or those employed outside of the United States.

The 2016 Plan provides for the granting of the following types of stock awards: incentive stock options, non-statutory
stock options, stock appreciation rights (SARs), restricted stock awards, restricted stock unit awards (RSUs) and
other stock awards. The number of shares authorized for award was 20,803,838. The Company granted awards of
common stock in the form of 14,142,208 shares as of December 31, 2021. Following the Company’s IPO in October
2021, all future grants will be made under the 2021 Plan (as defined below), with none remaining available for future
grant under the 2016 Plan.
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2021 Stock Plan

The Company adopted the 2021 Incentive Award Plan (the 2021 Plan) effective October 26, 2021. The 2021 Plan
provides for a variety of stock-based compensation awards, including stock options, SARs, restricted stock awards,
restricted stock unit awards, performance bonus awards, performance stock unit awards, dividend equivalents, or
other stock or cash based awards.

Following the effectiveness of the 2021 Plan, the Company will not make any further grants under the 2016 Plan.
However, the 2016 Plan will continue to govern the terms and conditions of the outstanding awards granted under this
plan. Shares of common stock subject to awards granted under the 2016 Plan that are forfeited or lapse unexercised
and withheld to cover taxes which following the effective date of the 2021 Plan are not issued under the 2016 Plan will
be available for issuance under the 2021 Plan.

2021 Employee stock purchase plan

The Company adopted the 2021 Employee Stock Purchase Plan (the 2021 ESPP) effective on October 26, 2021. The
2021 ESPP will enable eligible employees of the Company to purchase shares of common stock at a discount to fair
market value. As of December 31, 2022, there had been no offering period under the ESPP.

2022 Employment Inducement Incentive Plan

The Company adopted the 2022 Employment Inducement Incentive Plan (the 2022 Plan) effective November 3, 2022.
The 2022 Plan provides for a variety of stock-based compensation awards, including stock options, SARs, restricted
stock awards, restricted stock unit awards, performance bonus awards, performance stock unit awards, dividend
equivalents, or other stock or cash based awards. Awards under the 2022 Plan can only be made to newly hired
employees.

Shares Available for Future Grant

Shares available for future grant consisted of the following:

As of December 31,

2022 2021
Shares available for future grant under the 2021 Plan 3,318,979 3,493,240
Shares available for future grant under the 2021 ESPP 922,306 607,000
Shares available for future grant under the 2022 Plan 1,489,163 —

The Company issues new shares upon a share option exercise or release of restricted stock units.
Stock Options

The following table summarizes the stock option activities under the Company’s 2016 Plan:

Options Outstanding

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Number of Exercise Contractual Values
Shares Price Term (Years) ($‘000s)
Balances—December 31, 2021 5,407,170 $ 0.96 716 $ 108,964
Granted — —
Exercised (1,451,784) 0.60
Canceled (412,550) 1.18
Balance—December 31, 2022 3,542,836 $ 1.08 6.17 $ 11,416
Options vested and exercisable—
December 31, 2022 2,752,055 $ 0.96 580 $ 9,200
Options vested and exercisable—
December 31, 2021 3,209,726 $ 0.62 6.36 $ 65,752

The aggregate intrinsic value of the options exercised for the years ended December 31, 2022 and 2021 was $11.7
million and $9.0 million, respectively. The total grant-date fair value of options vested was $0.3 million and $0.5 million
for the years ended December 31, 2022 and 2021, respectively.

106



The amount of cash received by the Company for the exercise of stock options was $0.9 million and $0.6 million for
the years ended December 31, 2022 and 2021, respectively.

As of December 31, 2022, there was $0.4 million of unamortized stock-based compensation cost related to unvested
stock options, which is expected to be recognized over a weighted-average period of 1.8 years.

Stock options granted generally have a maximum term of ten years from the grant date and generally vest over a
period of four years with 25% vesting after one year and then monthly thereafter for three years.

The fair value of each stock option granted is estimated using the Black-Scholes option-pricing model. The Company
determines valuation assumptions for Black-Scholes as follows:

Risk-Free Interest Rate—The Company bases the risk-free interest rate used in the Black-Scholes option-
pricing model on the implied yield available on US Treasury zero coupon issues with an equivalent expected
term of the options for each option group.

Expected Term—The expected term represents the period that the Company’s stock-based awards are
expected to be outstanding. The expected term assumption is based on the simplified method. The Company
expects to continue using the simplified method until sufficient information about the Company’s historical
behavior is available.

Volatility—The Company determines the price volatility factor based on the historical volatilities of the
Company’s peer group as the Company does not have sufficient trading history for its common stock.

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

The Company had no stock option grants during the years ended December 31, 2022 and 2021.
Restricted Stock Units and Awards

The following table summarizes the restricted stock unit activities under the Company’s 2016 Plan, 2021 Plan and
2022 Plan:

Restricted Stock Units

Weighted-Average
Grant Date Fair Value

Number of Shares Per Share
Unvested—December 31, 2021 3,925,097 $ 5.60
Granted 3,419,030 $ 9.10
Vested (1,223,312) $ 6.05
Canceled (501,802) $ 10.04
Unvested—December 31, 2022 5,619,013 $ 7.24

The total grant-date fair value of restricted stock units vested was $7.4 million and $0.4 million during the years ended
December 31, 2022 and 2021.

As of December 31, 2022, there was $32.3 million of unamortized stock-based compensation cost related to unvested
restricted stock units, which is expected to be recognized over a weighted-average period of 3.1 years.

For RSUs granted under the 2016 Stock Plan, it contains both a service-based vesting condition and a performance-
based vesting condition. The service-based vesting condition for these awards is generally satisfied by rendering
continuous service for approximately four years, during which time the grants will vest periodically. The performance-
based vesting condition of certain awards is satisfied in connection with the Company becoming a publicly listed
company or a change in control.

For RSUs granted under the 2021 Stock Plan and 2022 Plan, they contain the service-based vesting condition for
these awards and it is generally satisfied by rendering continuous service typically satisfied over four years with a cliff
vesting period of one year and continued vesting quarterly thereafter.
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Restricted Common Stock

In connection with the Semifore Acquisition (refer to Note 9), the Company issued 331,574 shares of common stock
that will vest on the first and third anniversary of the closing of the Acquisition contingent on the continued
employment of certain key employees. As of December 31, 2022, 331,574 shares of common stock remain unvested.
These shares had a grant date fair value of $1.3 million based on the closing stock price on the acquisition date. The
Company will recognize total compensation cost of $1.3 million to be amortized on a straight-line basis over the total
vesting period of three years. As of December 31, 2022, the total unamortized compensation cost was $1.3 million.

Stock-based Compensation

Stock-based compensation expense is recorded on a departmental basis, based on the classification of the award
holder. The following table presents the amount of stock-based compensation related to stock-based awards to
employees on the Company’s consolidated statements of loss (in thousands):

Year Ended December 31,

2022 2021
Cost of revenue $ 562 $ 218
Research and development 5,865 3,495
Sales and marketing 2,123 579
General and administrative 3,142 1,218
Total stock-based compensation $ 11,692 $ 5,510
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15. EQUITY METHOD INVESTMENT

On February 21, 2022, Arteris IP (Hong Kong) Ltd. (AHK), a wholly-owned subsidiary of the Company, entered into a
Share Purchase and Shareholders Agreement (the SPA) with certain investors and Ningbo Transchip Information
Consulting Partnership (Limited Partnership) (Management Co). The transaction closed on June 20, 2022.

The Company, the investors and Management Co, pursuant to the SPA, subscribed to the registered capital of
Transchip Technology (Nanjing) Co., Ltd. (Transchip), a formerly wholly-owned subsidiary of the Company. As a
result, the registered capital of Transchip increased to $29.4 million. The Company subscribed for the registered
capital of approximately $11.9 million, of which $11.6 million of the contribution was contributed in-kind by way of an
interconnect solutions technology license by the Company pursuant to a five-year technology license and services
agreement which can be extended automatically for another five-year term, and the remaining was paid in cash.

The license agreement provides Transchip the right to software licenses, services, software updates and technical
support. On the closing date, the license agreement including the support and maintenance services to be provided to
Transchip was valued to be $11.6 million, which was recorded as deferred income and will be recognized as interest
and other income (expense), net over a period of ten years on a straight line basis after delivery of the license. The
license was delivered to Transchip on September 2, 2022. For the year ended December 31, 2022, the Company
recognized income of $0.4 million for the license agreement.

Deconsolidation of Transchip as a subsidiary

Before the closing of the transaction, Transchip was a wholly-owned subsidiary of the Company with limited
operations. Upon closing of the transaction, the Company no longer has control, and therefore deconsolidated
Transchip. Accordingly, upon closing of the transaction, the Company derecognized all the assets and liabilities of
Transchip and recognized a disposal gain of $0.1 million, included in interest and other income (expense), net in the
consolidated statements of loss for the year ended December 31, 2022.

Upon deconsolidation, the Company also recorded a nine-month related party loan to Transchip of $0.3 million, in
prepaid expenses and other current assets within its consolidated balance sheet, which was previously eliminated as
an intercompany loan in the Company’s consolidated financial statements. This loan carries an annual interest rate of
4% and expired on August 31, 2022. The Company received the payment of principal and interest of $0.3 million on
September 2, 2022.

Investment of Transchip as an equity investee

Following the consummation of the foregoing transactions, the Company held 40.3% common stock of Transchip on a
fully diluted basis. The Company accounts for its common stock investment in Transchip as an equity method
investment as it does not control but has significant influence over operating and financing policies of Transchip.
Transchip is the Company’s only equity method investment. The Company invested $12.2 million, including
transaction costs of $0.3 million in Transchip.

On September 15, 2022, Transchip completed a second funding with additional investors. The Company did not
provide additional investments in the second funding. As a result, the Company’s ownership interest in Transchip was
diluted to 35.0% of the common stock of Transchip on a fully diluted basis. The impact to the Company’s consolidated
statements of loss was immaterial.

As of December 31, 2022, the carrying value of the investment in Transchip was $11.9 million. There was no
significant difference between the Company’s carrying value of the investment in Transchip and its share of
underlying equity in net assets of Transchip. The Company’s loss from its proportionate share of its equity method
investment in Transchip was $0.3 million for the year ended December 31, 2022. The Company concluded that there
were no indicators of impairment related to the Company’s equity method investment in Transchip as of
December 31, 2022.
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16. INCOME TAXES

For financial reporting purposes, loss before provision for income taxes, includes the following components (in

thousands):

Domestic
Foreign

Loss before provision for income taxes

Provision for (benefit from) Income Taxes

Year Ended December 31,

2022 2021
$  (21522) $  (11,253)
(6,282) (11,091)

$ (27,804) $ (22,344)

The provision for (benefit from) income taxes consists of the following (in thousands):

Current:
Federal
State
Foreign
Total current
Deferred:
Federal
State
Foreign
Total Deferred tax

Provision for (benefit from) income taxes

Year Ended December 31,

2022 2021

$ 1% 13
25 17

40 904

66 934

(435) —

(48) —

— 106

(483) 106

$ 417) $ 1,040

Income tax provision (benefit) related to continuing operations differ from the amounts computed by applying the
statutory income tax rate of 21% to pretax loss as follows:

U.S. Federal (provision) benefit
At Statutory Rate
State Taxes
Valuation Allowance
Foreign Tax Differential
Tax Credits
Stock Based Compensation
M&A Transaction Costs
Foreign Earnings and Adjustments
Foreign Withholding Tax
Other
Total

Year Ended December 31,

2022 2021
21.0 % 21.0 %
3.9 % 0.6 %
(28.3)% (33.1)%
0.1 % 6.0 %
6.3 % 2.0 %
(0.9)% (1.0)%
(0.4)% 0.0 %
(3.2)% (0.2)%
0.1)% (0.8)%
3.1% 0.8 %
1.5 % (4.7)%
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Deferred Tax Assets and Liabilities

Significant components of the Company’s deferred tax assets and liabilities are as follows (in thousands):

Year Ended December 31,

2022 2021

Deferred Tax Assets:
Federal & State NOL carryforward $ 1,419 $ 853
Research & Other credits 8,318 5,598
Capitalized R&D 3,812 —
Deferred revenue 9,148 8,380
Reserves and accruals 1,162 1,000
Stock-based compensation 1,481 953
Other intangibles 427 327
Lease liabilities 137 279

Total Gross Deferred tax asset 25,904 17,390
Less: Valuation allowance (24,631) (16,390)

Total Deferred tax assets $ 1,273 $ 1,000
Deferred Tax Liabilities:
Other intangibles $ (494) $ —
Property and equipment (517) (290)
Prepaid expenses (135) (447)
Right-of-use assets (127) (263)
Total Gross Deferred tax liabilities $ (1,273) $ (1,000)

Net Deferred tax assets $ — $ —

The provisions of ASC Topic 740, Accounting for Income Taxes (ASC 740), require an assessment of both positive
and negative evidence when determining whether it is more likely than not that deferred tax assets are recoverable.
For the years ended December 31, 2022 and 2021, based on all available objective evidence, including the existence
of cumulative losses, the Company determined that it was not more likely than not that the net deferred tax assets
were fully realizable. Accordingly, the Company determined that a full valuation allowance against its U.S. (federal and
state), French and China deferred tax assets is appropriate. The Company intends to maintain a full valuation
allowance on net deferred tax assets until sufficient positive evidence exists to support reversal of the valuation
allowance. During the years ended December 31, 2022 and 2021, the valuation allowance was $24.6 million and
$16.4 million, respectively.

The valuation allowance increased by $8.2 million and $7.4 million during the years ended December 31, 2022 and
2021, respectively, primarily due to changes in the U.S. research and development tax credits, stock compensation
deferred tax assets, and capitalized research and experimental expenses. The Company recorded an income tax
benefit as a result of release of a portion of its valuation allowance for the year ended December 31, 2022 related to
the acquisition of Semifore.

Net Operating Loss and Tax Credit Carryforwards

As of December 31, 2022, the Company had $2.9 million net operating loss carryforward for federal income tax
purposes, all of which have an indefinite carryforward. The Company had a total state net operating loss carryforward
of approximately $8.3 million, which will begin to expire in 2030. Utilization of some of the federal and state net
operating loss and credit carryforwards are subject to annual limitations due to the “change in ownership” provisions
of the Internal Revenue Code of 1986 and similar state provisions. The annual limitations may result in the expiration
of net operating losses and credits before utilization.

The Company has federal research and development tax credits of approximately $4.9 million, which will begin to
expire in 2035 and California research and development tax credits of approximately $3.4 million which can be carried
forward indefinitely. These tax credits are subject to the same limitations discussed above.
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Unrecognized Tax Benefits

The Company adopted the provisions of ASC 740, which requires companies to determine whether it is “more likely
than not” that a tax position will be sustained upon examination by the appropriate taxing authorities before any tax
benefit can be recorded in the financial statements. It also provides guidance on the recognition, measurement,
classification and interest and penalties related to uncertain tax positions.

The Company has the following activity relating to unrecognized tax benefits (in thousands):

Year Ended December 31,

2022 2021
Beginning balance $ 3111 § 2,522
Gross decreases—Tax Positions in Prior Periods (921) (25)
Gross increases—Tax Positions in Current Period 405 614
Ending balance $ 2,595 § 3,111

The unrecognized tax benefits, if recognized, would not affect the effective income tax rate due to the valuation
allowance that currently offsets deferred tax assets. There were no interest or penalties. The Company does not
expect the unrecognized tax benefits to change significantly over the next twelve months.

The Company files federal and state income tax returns. For U.S. federal and state income tax purposes, the statute
of limitations currently remains open for the years ending December 31, 2019 to present and December 31, 2018 to
present, respectively. In addition, all of the net operating losses and research and development credit carryforwards
since inception that could be utilized in future years may be subject to examination. There are currently no pending
income tax examinations.

17. DEFINED CONTRIBUTION PLAN AND BENEFIT PLANS

The Company has a 401(k) plan to provide defined contribution retirement benefits for all of its US based employees.
Employees may elect to contribute a portion of their pretax compensation to the 401(k) plan, subject to the U.S.
Internal Revenue Service annual contribution limit. Employee contributions are fully vested at all times. For the years
ended December 31, 2022 and 2021, the Company contributed $0.8 million and $0.4 million to the 401(k) plan,
respectively.

The Company has two defined benefit pension plans (the Plans), and both Plans are outside the United States. One
of the defined benefit plans was assumed as a result of the acquisition of Magillem during the year ended
December 31, 2020. The Plans cover all employees of the Company’s French subsidiary in accordance with French
regulations. The Plans are unfunded and accounted for under the credit method and is subject to an actuarial
measurement of what the Company needs at the present time to cover the future pension liabilities, including
expected future salary increases.

Components of the net periodic pension costs and changes in benefit obligations under the Plan were as follows (in
thousands):

Year Ended December 31,

2022 2021
Service costs $ 128 $ 106
Interest costs 8 3
Total net periodic pension cost $ 136 $ 109
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As of December 31,

2022 2021
Benefit obligation, beginning of year $ 820 $ 717
Service costs 128 106
Interest costs 8 3
Net actuarial (gain) loss (235) 50
Foreign exchange gain (45) (56)
Benefit obligation, end of year, included as part of other liabilities $ 676 $ 820

Weighted-average assumptions used to determine benefit obligations were as follows:

As of December 31,

2022 2021
Discount rate 3.70 % 0.98 %
Rate of compensation increase 3.00 % 3.00 %

18. RELATED PARTY TRANSACTIONS

The Company defines related parties as directors, executive officers, nominees for director, stockholders that have
significant influence over the Company, or are a greater than 10% beneficial owner of the Company’s capital and their
affiliates or immediate family members.

In November 2020, the Company entered into a lease agreement with Isabelle Geday, a member of the Board of
Directors. The lease payments were $0.2 million for both the years ended December 31, 2022 and 2021, respectively.
In addition, the Company signed a consulting agreement with Ms. Geday on December 1, 2021, which was
subsequently assigned to Magillem Design Services S.A., effective January 10, 2022. Prior to signing the consulting
agreement, Ms. Geday was paid as an executive employee of the Company from December 1, 2020 through
November 30, 2021. As a consultant, Ms. Geday will provide services for an initial three-year term and is eligible to
receive $26,445 per month for the first 12 months of the consulting term and $19,445 per month for the remaining 24
months of the consulting term. For the years ended December 31, 2022 and 2021, the Company paid Ms. Geday $0.3
million and less than $0.1 million for consulting services, respectively. Lastly, the 455,000 stock options and 62,200
RSUs granted in connection with Ms. Geday’s prior employment and 6,250 RSUs granted as a member of the Board
of Directors of the Company continue to vest.

In December 2022, the Company entered into a three-month non-exclusive evaluation license agreement with
Transchip. Under the agreement, the Company licensed certain technology products for no licensing fee. Refer to
Note 15 for additional discussion on the Company’s transactions with Transchip.

19. SEGMENT AND GEOGRAPHIC INFORMATION

The Company’s CODM, reviews operating results on an aggregate basis and manages the Company’s operations as
a whole for the purpose of evaluating financial performance and allocating resources. The Company thus operates in
one reportable segment which, as more fully described in Note 2, provides NoC interconnect semiconductor IP and IP
deployment technology for a wide range of applications.

Refer to Note 2 for information about customers which account for more than 10% of total revenue. Refer to Note 3
for a summary of revenue by major product and service group.
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The following table summarizes revenues by geographic area based on customer location (in thousands):

Year Ended December 31,

2022 2021

Americas $ 20,697 411% "M $ 16,433 43.4 % O
Asia Pacific 23,133 459 @ 16,748 442 @
Europe, Middle East 6,548 13.0 4,683 12.4

$ 50,378 1000 % $ 37,864 100.0 %
(1) United States $ 20,489 407% $ 16,311 431 %
(1) Other Americas * 208 0.4 % 122 0.3 %
(2) China 14,522 28.8 % 10,257 271 %
(2) Other Asia Pacific* 8,611 171 % 6,491 171 %

* Other countries individually less than 10%

The following table summarizes property and equipment, net by geographic area (in thousands):

As of December 31,

2022 2021
United States $ 2,746 759 % $ 1,626 66.7 %
France 857 23.7 % 803 329 %
Other 14 0.4 % 9 0.4 %
$ 3,617 100.0 % $ 2,438 100.0 %
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosures
None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the
effectiveness of our disclosure controls and procedures as of the end of the period covered by this Annual Report on
Form 10-K. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (the Exchange Act), means controls and other procedures of a company
that are designed to ensure that information required to be disclosed by a company in the reports that it files or submits
under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in the
SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures
designed to ensure that information required to be disclosed by a company in the reports that it files or submits under
the Exchange Act is accumulated and communicated to the company’s management, including its principal executive
and principal financial officers, or persons performing similar functions, as appropriate to allow timely decisions
regarding required disclosure. In designing and evaluating our disclosure controls and procedures, our management
recognizes that disclosure controls and procedures, no matter how well conceived and operated, can provide only
reasonable assurance that the objectives of the disclosure controls and procedures are met. Based on such evaluation,
our Chief Executive Officer and Chief Financial Officer concluded that, as of the end of the period covered by this
Annual Report on Form 10-K, our disclosure controls and procedures were effective at the reasonable assurance level.

Management’s Annual Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting, as such
term is defined in Exchange Act Rule 13a-15(f). Our internal control over financial reporting is designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of consolidated financial
statements for external purposes in accordance with generally accepted accounting principles. Because of its inherent
limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Management has assessed the effectiveness of our internal control over financial reporting based on the framework set
forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control-Integrated
Framework (2013 framework). Based on our evaluation, management has concluded that our internal control over
financial reporting was effective at the reasonable assurance level as of December 31, 2022. This Annual Report does
not include an attestation report by our independent registered public accounting firm regarding internal control over
financial reporting. Management'’s report was not subject to attestation by our registered public accounting firm pursuant
to rules of the SEC that permit us to provide only management’s report in this Annual Report.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting identified in connection with the evaluation
required by Rules 13a-15(d) and 15d-15(d) of the Exchange Act that occurred during the quarter ended December 31,
2022 that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.
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Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect that our disclosure
controls and procedures or our internal control over financial reporting will prevent or detect all errors and all fraud. A
control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that
the objectives of the control system are met. Further, the design of a control system must reflect the fact that there are
resource constraints, and the benefits of controls must be considered relative to their costs. Because of the inherent
limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and
instances of fraud, if any, within the company have been detected. These inherent limitations include the realities that
judgments in decision making can be faulty, and that breakdowns can occur because of a simple error or mistake.
Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people or
by management override of the controls. The design of any system of controls is also based in part upon certain
assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in
achieving its stated goals under all potential future conditions. Over time, controls may become inadequate because of
changes in conditions, or the degree of compliance with policies or procedures may deteriorate. Because of the inherent
limitations in a cost-effective control system, misstatements due to error or fraud may occur and not be detected.

Item 9B. Other Information

None.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

None.
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Part Ill

Item 10. Directors, Executive Officers and Corporate Governance

We have adopted a code of ethics for directors, officers (including our principal executive officer, principal financial
officer and principal accounting officer) and employees, known as the Code of Business Conduct and Ethics. This
code is publicly available on our website at ir.arteris.com under the Corporate Governance section. If we make any
amendments to this code other than technical, administrative or other non-substantive amendments, or grant any
waivers, including implicit waivers, from a provision of this code we will disclose the nature of the amendment or
waiver, its effective date and to whom it applies on our website at arteris.com or in a Current Report on Form 8-K filed
with the SEC.

The remaining information required by this item, including information about our Directors, Executive Officers and

Audit Committee, is incorporated by reference to the definitive Proxy Statement for our 2023 Annual Meeting of
Stockholders, which will be filed with the SEC no later than 120 days after December 31, 2022.

Item 11. Executive Compensation

The information required by this Item will be set forth in the section headed “Executive Compensation” in our Proxy
Statement and is incorporated in this Annual Report by reference.

Item 12. Security Ownership of Certain Beneficial Owner and Management and Related Stockholder
Matters

The information required by this Item will be set forth in the section headed “Security Ownership of Certain Beneficial
Owners and Management” in our Proxy Statement and is incorporated in this Annual Report by reference.

Information regarding our equity compensation plans will be set forth in the section headed “Executive Compensation”
in our Proxy Statement and is incorporated in this Annual Report by reference.

Item 13. Certain Relationships and Related Party Transactions

The information required by this Item will be set forth in the section headed “Transactions with Related Persons” in our
Proxy Statement and is incorporated in this Annual Report by reference.

Item 14. Principal Accounting Fees and Services

The information required by this Item will be set forth in the section headed “—Ratification of Selection of Independent
Registered Public Accounting Firm” in our Proxy Statement and is incorporated in this Annual Report by reference.
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Part IV

Item 15. Exhibits and financial statements.

The following documents are filed as part of this Annual Report on Form 10-K:

(a) Consolidated Financial Statements

The consolidated financial statements are filed as part of this Annual Report on Form 10-K under “ltem 8. Financial Statements and Supplementary Data.”
(b) Financial Statement Schedules

The financial statement schedules are omitted because they are either not applicable or the information required is presented in the financial statements and
notes thereto under “ltem 8. Financial Statements and Supplementary Data.”

(c) Exhibits

The following documents are filed, furnished, or incorporated by reference as part of this Annual Report on Form 10-K.

EXHIBIT NO. DESCRIPTION OF EXHIBIT Form Exhibit Filing Date FILED
HEREWITH
3.1 Amended and Restated Certificate of Incorporation of Arteris, Inc. 8-K 3.1 10-29-2021
3.2 Amended and Restated Bylaws of Arteris, Inc. 8-K 3.2 10-29-2021
4.1 Specimen Stock Certificate evidencing the shares of common stock. S-1/A 4.1 10-18-2021
10.1 Investors’ Rights Agreement, dated February 5, 2016, by and among Arteris, Inc. and the investors ~ S-1 10.1 10-01-2021
listed therein.
10.2 Amended and Restated Business Financing Agreement, by and between Arteris, Inc. and Western ~ S-1 10.2 10-01-2021
Alliance Bank dated as of December 16, 2020.
10.3t License Agreement, dated as of October 11, 2013, by and between Arteris, Inc. and Qualcomm S-1 10.3 10-01-2021
Technologies, Inc.
10.41 Asset Purchase Agreement, dated as of October 9, 2013, by and among Qualcomm Technologies,  S-1 10.4 10-01-2021
Inc., Qualcomm France SARL, Arteris Holdings, Inc., Arteris, Inc. and Arteris, SAS
10.5 Office Lease, by and between Millich Commercial, LLC and Arteris, Inc., dated as of July 17, 2017.  S-1 10.5 10-01-2021
10.6# Employment Agreement, by and between Arteris, Inc. and K. Charles Janac. S-1 10.6 10-01-2021
10.7# Employment Agreement, by and between Arteris IP SAS and Isabelle Geday. S-1 10.1 10-01-2021
10.8# Arteris, Inc. 2016 Equity Incentive Plan and related form agreements, as amended. S-8 99.1(a) 11-01-2021
10.9# Arteris, Inc. 2016 Equity Incentive Plan for the Grant of Restricted Stock Unit Awards to Employees ~ S-1 10.12 10-01-2021
in France.
10.10# 2021 Incentive Award Plan. S-8 99.2(a) 11-01-2021
10.11# Form of Stock Option Award Agreement under Arteris, Inc. 2021 Incentive Award Plan. S-1/A 10.14 10-18-2021
10.12# Form of Restricted Stock Unit Award Agreement under Arteris, Inc. 2021 Incentive Award Plan S-1/A 10.15 10-18-2021
10.13# 2021 Employee Stock Purchase Plan S-8 99.3 11-01-2021
10.14# Form of Executive Change in Control Severance Agreement S-1/A 10.17 10-18-2021
10.15# Arteris, Inc. Non-Employee Director Compensation Policy. S-1/A 10.18 10-18-2021
10.16# Form of Indemnification Agreement between Arteris, Inc. and its directors and officers. S-1/A 10.19 10-18-2021
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EXHIBIT NO. DESCRIPTION OF EXHIBIT Form Exhibit Filing Date FILED

HEREWITH
10.17# Amended and Restated Project Assignment 1 to Independent Contractor Services Agreement 8-K 10.1 12-10-2021
10.18# Contractor’s Assignment of Independent Contractor Services Agreement as Amended, from Isabelle 10-K 10.21 03-07-2022
Geday to Magillem Design Services S.A., effective as of January 10, 2022
10.19 Transchip Share Purchase and Shareholders Agreement, dated February 21, 2022 10-Q 10.1 05-10-2022
10.20 Transchip Share Purchase and Shareholders Agreement, dated September 15, 2022 10-Q 10.1 11-08-2022
10.21 2022 Employment Inducement Award Plan 10-Q 10.2 11-08-2022
10.22 Form of Stock Option Grant Notice and Stock Option Agreement under the 2022 Employment 10-Q 10.3 11-08-2022
Inducement Award Plan
10.23 Form of Restricted Stock Unit Award Grant Notice and Restricted Stock Unit Award Agreement 10-Q 10.4 11-08-2022
under the 2022 Employment Inducement Award Plan
10.24 Open Market Sales Agreement, dated as of November 8, 2022, between Arteris, Inc. and Jefferies ~ S-3 1.2 11-09-2022
LLC
21.1 Subsidiaries of Arteris, Inc. X
231 Consent of Moss Adams LLP. X
241 Power of Attorney (included on signature page). X
31.1 Certification of Principal Executive Officer pursuant to Rules 13a-14(a) and 15d-14(a) under the X
Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.
31.2 Certification of Principal Financial Officer pursuant to Rules 13a-14(a) and 15d-14(a) under the X
Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.
32.1* Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant X
to Section 906 of the Sarbanes-Oxley Act of 2002.
32.2* Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant X
to Section 906 of the Sarbanes-Oxley Act of 2002.
101.INS XBRL Instance Document - the instance document does not appear in the Interactive Data File X
because its XBRL tags are embedded within the Inline XBRL document.
101.SCH XBRL Taxonomy Extension Schema Document. X
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document. X
101.DEF XBRL Taxonomy Extension Definition Linkbase Document. X
101.LAB XBRL Taxonomy Extension Label Linkbase Document. X
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document. X
104 Cover Page Interactive Data File (formatted as inline XBRL and contained in Exhibits 101). X

*

The certifications attached as Exhibits 32.1 and 32.2 that accompany this Annual Report on Form 10-K, are deemed furnished and not filed with the
Securities and Exchange Commission and are not to be incorporated by reference into any filing of Arteris, Inc. under the Securities Act of 1933, as
amended, or the Securities Exchange Act of 1934, as amended, whether made before or after the date of this Annual Report on Form 10-K, irrespective
of any general incorporation language contained in such filing.

# Indicates a management contract or compensatory plan or arrangement.

1 Portions of this exhibit (indicated by asterisks) have been omitted pursuant to Item 601(b)(10)(iv) of Regulation S-K under the Securities Act of 1933, as
amended, because they are both (i) not material and (ii) the type of information that the registrant both customarily and actually treats as private and
confidential.
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Item 16. Form 10-K Summary

None.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, as amended, Arteris, Inc. has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized, in Campbell, California, on this 28th day of
February, 2023.

Arteris, Inc.

By: /sl K. Charles Janac

N.ame: K. Charles Janac

Title: President and Chief Executive Officer

(Principal Executive Officer)

POWER OF ATTORNEY

Each of the undersigned officers and directors of Arteris, Inc. hereby constitutes and appoints K. Charles Janac and
Nicholas B. Hawkins, and each of them any of whom may act without joinder of the other, the individual’s true and
lawful attorneys-in-fact and agents, each with full power of substitution and resubstitution, for the person and in his or
her name, place and stead, in any and all capacities, to sign this Annual Report on Form 10-K, and to file the same,
with all exhibits thereto, and all other documents in connection therewith, with the Securities and Exchange
Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do and
perform each and every act and thing requisite and necessary to be done in connection therewith, as fully to all
intents and purposes as he or she might or could do in person, hereby ratifying and confirming all that said attorneys-
in-fact and agents or any of them, or their substitute or substitutes, may lawfully do or cause to be done by virtue
hereof.

Pursuant to the requirements of the Securities Act of 1933, as amended, this Annual Report on Form 10-K has been
signed by the following persons in the capacities set forth opposite their names and on the date indicated.

SIGNATURE TITLE DATE
/s/ K. Charles Janac President and Chief Executive Officer (Principal Executive  February 28, 2023
K_Charles Janac Officer) and Chairman of the Board of Directors
/s/ Nicholas B. Hawkins Vice President and Chief Financial Officer February 28, 2023
Nicholas B. Hawkins (Principal Financial and Accounting Officer)
/s Wayne C. Cantwell Director February 28, 2023
Wayne C. Cantwell
/s/ Claudia Fan Munce Director February 28, 2023
Claudia Fan Munce
/sl Raman K. Chitkara Director February 28, 2023
Raman K. Chitkara
/sl 1sabelle F. Geday Director February 28, 2023
Isabelle F. Geday
/sl S. Atiq Raza Director February 28, 2023
S. Atig Raza
/s/ Antonio J. Viana Director February 28, 2023

Antonio J. Viana
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