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» Explanation of Results, Fiscal Year
Ending March 31, 2017 First Half
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Semiconductor Industry and Business
Environment

Global

« The smartphone field is decelerating, but demand for memory, automotive, and industrial
equipment remains buoyant

* 3Q (July - September) global sales at historical high of $88.3 billion (+11.5% compared with the
year-earlier period) "

* 0.6% annual average growth in the 2015 - 2018 period. Market size in 2018 expected at $34.09
billion ™2

* While set producers promote in-house manufacture of semiconductors (Apple, Huawei,
Samsung), major semiconductor vendors are rapidly shifting to IoT and the automotive field

« China-based set producers and fabless semiconductor vendors are coming to the fore

« After falling into negative growth in 2016, the outlook is for a moderate recovery
until 2018, with a market size of ¥3,629.8 billion in 2018

(*1) Semiconductor Industry Association (SIA), release of October 3, 2016
(*2) World Semiconductor Trade Statistics (WSTS), Japan Chapter, release of June 7, 2016
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h 31, 2017 First Half
Fiscal Year Ending March 3 0 irst Ha Dm:’
Results Highlights f

Sales: +30% (approx.) compared

Focus on order acquisition activities with the year-earlier period
for IP licenses v Solid performance of running
royalties from existing customers
I Development of next-generation ¥ Income from maintenance
3D graphics IP core ¢ support also contributing
v Income recognized from a
Selected as one of the members of publicly offered project
I loT promoting project publicly commissioned by NEDO
offered by NEDO (- Earnings: Operating loss
Promotion of VF3 (successor chip) recognized
development v" Emergence of R&D costs for

next-generation SoC

*1 Details on pages 6
*2 New Energy and Industrial Technology Development Organization
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Fiscal Year Ending March 31, 2017 First Half
Efforts in the period under review

Started offering “M3000 series” new 3D graphics IP core

(announced August 9, 2016)

} Realized small size combined with high performance

- Roughly 6-fold gain in performance compared with prior-
generation “SMAPH-S”

- Achieved same performance as ARM GPU core using one-
third of the surface area

Received commission for “Lateral technology development
project for the promotion of loT” of NEDO
(announced July 8, 2016)

} Started development of artificial intelligence platform based ﬁ EDO
on power saving Al engine and cloud able to integrate L
dissimilar engines

Promotion of strategic partnerships

} Joint marketing activities with UKC Holdings in the SoC/module business and
in the professional services field

(*) Details on pages 16 and 17
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Fiscal Year Ending March 31, 2017 First Half
Results Summary (P/L) - YoY Cha

(Unit: million yen)

1H FY ended MEaRa@=Tale((gle

March 2016 March 2017

(Actual) (Actual) (Amount) (Increase-
decrease rate)

YoY change

Net sales 147 192 45 31.0%

Operating loss -179 -364 -185 —

Ordinary loss -176 -376 -200 —

Quarterly net loss -47 -366 -319 —

v' Operating loss: ¥200 million in up-front R&D expenses from progress in the development of next-generation
LSI to succeed VF2

Ordinary loss: ¥11 million exchange rate loss due to sudden yen appreciation

Net loss for the quarter: Received ¥9 million in partial internal reserves from sales proceeds from CogniVue
Corporation shares divested in the previous 1H

<N
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Fiscal Year Ending March 31, 2017 First Half

oM |=’
Results Summary (B/S) - YoY Chan @

(Unit: million yen)

Increase-

End of March decrease

2016 September 2016 amount
Current assets 1,984 1,685 -299
Non-current assets 260 253 -7
Total assets 2,244 1,938 -306
Current liabilities 226 276 50
Non-current liabilities 18 18 0
Total liabilities 245 294 50
Total Liabilities and Net 2 244 1,938 306

Assets

v Equity ratio of 84.6% remains at a high level
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Fiscal Year Ending March 2017,
Full-Year Business Forecast




Fiscal Year Ending March 2017,
Full-Year Business Forecast

(Unit: million yen)

FY ended FY ending
March 31, March 31, VO BB
2016 2017 Tiereess:

(Actual) (Forecast) (Amount) decrease rate)
Net sales 733 1,000 267 36.3%
Operating loss -176 -161 15 —
Ordinary loss -193 -161 32 —
Current net loss -64 -161 -97 —
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Medium-Term Management Plan
and Growth Qutline




Key points of the medium-term
management plan

SoC/Module Business Field

Build and expand business by developing and

Increasing sales of SoC
Initiation of shipments of graphics LSI “VF2”

Steady progress in client-commissioned development of
successor chip “VF3”

VF3 (provisional name)

' iu!
VF2 ‘

- Reinforce the industry specifications ' |
through joint development with customers

JLJgl Jelr Scheduled start of shipments
’ - Gain significant performance
Sz - Enhance added value through modulization
Began shipping
FY ended FY ending FY ending
March 31, 2016 March 31, 2017 March 31, 2018
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Art|f|C|aI_|nteII|gence te_chnology destl M
become infrastructure in every In :
The environment surrounding artificial intelligence (Al)
s ) (e,
Home and Crime Catering/
Family/ prevention/ restaurants
IT Infrastructure upervisio Retailing

Successful application in

a wide range of fields

Robots 0T (M2M)

Cloud-based
processing
Concentrated
operations-type
Al

Q

Machine learning: Technique for extracting certain types of patterns
called models based on Big Data analysis

— / .
G [ N\ (e ( o
Reflection of Reflection of Data gathen/ng Data gathering Reflection of

/ Data gathering

learning learning Reigg(r:rgiicr)]n of Reflection of Rﬁggfﬁ'iﬁg of learning
Processing A\ / A\ / N g learning AN
by edge =% I \- Edge
istri e
Distributed Edge Edge Edge Edge Al
processing- Al Al Home electric
type Al . Medical AI = : appliance
Automobile equipment Surveillance Industrial Smartphones
cameras machlnery

Source: SMBC Nikko Securities Inc.; Development Trends in Artificial Intelligence (Al) and their Impact
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Edge Al based on low power consumpti
GPU o

DIGITAL MEDIA PROFESSIONALS a l

Rise In distributed-type Al with Al processing on the edge

* Network zone
» Real time properties
* Privacy

Cloud Al

DMP GPU core

Low power Fast Small size
consumption processing Low cost

A field DMP can make most of its
development technology
as one out of four companies providing GPU in the world

Edge Al
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DMP Al platform ZIA

Dm=&l

7'A° ZIntelligent Accelerator

DMP starts offering Al driven platform ZIA™ (November 7, 2016)
- As the first stage, sales launch of Deep Learning-type DMP image classification engine (see pictures below)
-Going forward, DMP plans to successively release hardware products with integrated Al related software and

power saving Al engines

9100S

so = 2 g
Deep Learning ;'=; o m
&

Result:

Walking under an umbrella

DMP ZIA™ improves accuracy by using

deep learning.

For example, DMP ZIA™ makes a flexible

detection for human in a crowd,

DMP Unique Algorithm determ|_n|ng _|ts gender and the action
he/she is doing.

DMP Image Classification Engine

Video Data
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Lateral technology development prOJect
for the promotion of IoT ‘.

Dm=ﬂl
Started development of artificial intelligence platform based
on power saving Al engine and cloud able to integrate

@EDO dissimilar engines

Amount awarded DMP under the contract (total amount):

¥475 million
Duration of the commission: June 2016 - March 2019

Project outline

Development of a power saving Al engine which enables Al
algorithms to process 10 times more efficient than
predecessors did

Development of an Al platform for integrating dissimilar
engines on the cloud side

Accelerate DMP Al Business
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Structure of the NEDO project

ﬁEDO Lateral technology development project for the promotion of IoT

(Fiscal year 2016 to fiscal year 2020)
Development of Al platform based on a power saving Al engine and a cloud integrating dissimilar
engines
Commission
Development of an edge-based Al Development of a cloud-based Al platform
platform
National Institute of e AIST
CJrme Advanced Industrial e SR e
““““““““““ s * Science and Technology (AIST)
_ Developmgnt Zfl a — 1;?0&:;:' BA ——  Cloud integrating dissimilar engines
power saving contracting  mounting System software
processor technology
(__, %Nﬁslﬁ'ﬁm%
NEC Architecture for the
—  Development of design integration of dissimilar
and mounting tools engines

Advisory companies
Sony

D E N 5 0 SECO“ can on <‘ ’} Interactive and more

Entertainment
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Business policies of the time ahead

qmFQl
Entry into the next added-value P

and growth market - f
Expansion into phase 2 and the
growing Al field
Establishment of a SoC business platform |n

Expansion of the SoC/module business
the amusement market where we can win.-

Development of software and hardware

products for Al applications centered on

SoC/modu the ZIA platform

VF2 / next-generation SoC

Professignal services

IP licensing

cm—

Phase 1 .| Phase 2 Phase 3

_ Development of SoC: Develop products in fields _/ Increased added value through the
where we can “win”

_/ LSI products for Al applications
provision of modules
. Expand IP portfolio: Enter image processing field . Expansion of the IP portfolio: Power saving >
) ] Al processor IP
—/ Launch professional services _J Al related professional services / software products >
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(Medium-Term Management Plan)

Policy

Become a one-stop solutions provider in the
visual computing* field

*Visual computing:

General term for computer processing via graphics and images
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(Medium-Term Management Plan)

Our Company’s Strengths

Core technologies and business experience in
semiconductors that produce high added value for DMP

DMP’s strengths IP business
/ experienC(\
World-leading
GPU IP Global-level
). customers
/ SoC technology
Sophisticated, built-in including system IP /
low power :
consumption Superlative
technology Image support
\recognition LF/
aimed at

expanding fields
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(Medium-Term Management Plan)

Business Structure: _
Management Resources and Business

Offering unique products, licenses, and services with a
distinctive IP portfolio

Three pillars . :
visualcor
field
Global SoC modules
.O e Product
alliances busi
DMP’s IP UsIness Customers
® Fabless v OEM
*GPU |
® Semi- -System IP v" Semiconductor
conductor IP licensing vendor
IP vendor .
- business v i
Alliance IP System integrator
® Sales . )
channels oftware house
*Image recognition
*Others )
Professional
services
Solutions business
(R&D, software products)
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(Medium-Term Management Plan)

DMP’s Strategy

Build foundation for growth with “three pillars” that can
make the most of DMP’s strengths

Product
business

IP licensing
business

Professional
services
business

Systems and
corporate

Provide competitive SoC and solutions that the make most of DMP IP

® Make the most of strengths to start business in “fields we can win”
® Expand size of business by providing SoC/modules

Create new business in growth fields

® [ocus on visual computing field
® Expand portfolio, strengthen proposal-making ability

Offer superior technological capabilities and make essential to
developing new fields

® Build up high value-added services using GPU/vision technologies (in-
house/external) as base

® Strengthen R&D

Strengthen management resources through alliances
(Partners for commercial distribution, semiconductor development and outside IP adoption)
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(Medium-Term Management Plan)

Regarding the IP Business |:|rn|=’

Offer IP on industry’s cutting edge with demonstrable low
power consumption and high performance

Next-generation image recognition processor IP under development
* High-performance, low-power consumption processor for Computer Vision use

* Preparing algorithm library that includes ability to detect persons, face recognition,
and gesture recognition

recognition
technology

— Loputo System Series

SoC Interconnect IP DDR Memory Controller IP
= Supported bus protocols: AMBA AXI, - DDR 1/2/3/4, LPDDR 1/2/3 support

OCP, ACE I/F support - SoC interfaces: AXI, OCP/ « DDR PHY
= Support for low latency, QoS thanks to interface (DFI)
multilayered configuration

— ant Series SMAPH Series 2D Graphics IP Core
Ul Drawing Engine [P Core 3D Graphics IP Core - Latest Khronos standard: OpenVG1.1
 World's smallest core at 0.5 x 0.5 mm * Latest Khronos standard: OpenGL ES 3.0 compatible
* Low power consumption, high compatible * High-speed rendering of such vector graphic
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(Medium-Term Management Plan)

Regarding the IP Business

I:'m'?ﬂl

. Focus on visual computing market bound for growth

2

Connected home

Robots/FA

Games

User interfaces Automobile driving _
assistance Wearable computing

Medical
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(Medium-Term Management Plan)
Semiconductor Market Prospec

DIGITAL MEDIA PROFESSIONALS & l

0T (*) » Growth in fields where Japanese

(Conventional) companies are strong

A
Mobile / PC/ TV Cars / home electronics / industry / home / medical / security

\ 2

~
R

»

*loT (Internet of Things):

The idea of being able to provide connectivity to a variety of devices and the like used in daily life—going beyond such
information technology devices as PCs, smartphones, tablets, and game equipment—and then connect them to the internet
as well as perform tasks such as automatic recognition, automatic control, remote monitoring, etc. by communicating with
them interactively.

Volume

Device types
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(Medium-Term Management Plan)

Semiconductor Market Prospects

Arrival of 10T (source: cisco 1BsG.2011)

Consumer devices = P>

=T

: 6.3 billion 6.8 billion 7.2 billion
World population people people people people

Number of devices " . .
that are connected 0.5 billion 12.5 billion 25 billion -

Number of devices

>

2003 T 2010 2015 2020

The number of devices connected to the internet exceeds the world population
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(Medium-Term Management Plan)

DMP’s Strategic One-stop Solutio

. Visual Computing Field

DIGITAL MEDIA PROFESSIONALS & l

e ® High value-added IP core

>

P
Ve w >

SoC system technology

Bus technology

Image recognition technology

>

Graphics technology

Advanced processor IP (GPGPU/image
recognition) that enables heterogeneous
processing environment

System IP that achieves top-rank system
performance in terms of low power
consumption

Collection of software tools optimized for
drawing out IP performance

® SoC/modules differentiated by

DMP IP
2 ® Professional services
NS P > Algorithms
» Benchmarking, optimization

1. Very distinctive technological 2. Ability to respond to 3. Lean capacity for product
capabilities customers development >

Application development
Inspection
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(Medium-Term Management Plan)

Future prospects that make the most of our
strengths and competitive advantages

Phase 1

&y Development of SoC: Wy Provide one-stop solutions
Develop products in fields where we can “win B Expand IP portfolio:

& Expand IP portfolio:
Enter image processing field

mm=&l

_J loT-related service business

_/ Launch professional services

Phase2 _/~
SoC/modules

Scale of

business Phasel - Professional

- W services
""" IP licensing
FY ended FY ending FY ending .
March 31, 2014 March 31, 2017 March 31, 2019
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