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Operator

Ladies and gentlemen, good afternoon. At this time, I'd like to welcome everyone to
QuickLogic Corporation's First Quarter 2018 Earnings Results Conference Call. Today's
conference call is being recorded. | would like to turn the call over to the company's Investor

Relations representative Ms. Moriah Shilton of LHA. Ms. Shilton, please go ahead.

Moriah Shilton - LHA

Thank you, operator. Welcome, everyone, and thank you for joining us today for QuickLogic's
First Quarter Fiscal 2018 Results Conference Call. With us today are Brian Faith, President

and Chief Executive Officer, and Dr. Sue Cheung, Chief Financial Officer.

Before we begin, | will read a short safe harbor statement. Some of the comments
QuickLogic makes today are forward-looking statements that involve risks and uncertainties,
including but not limited to stated expectations relating to revenue from new and mature
products, statements pertaining to QuickLogic's future stock performance, design activity
and its ability to convert new design opportunities into production shipments; timing and
market acceptance of its customers' products; schedule changes and projected production
start dates that could impact the timing of shipments; the company’s future evaluation
systems; broadening our ecosystem partners, expected results and financial expectations for
revenue, gross margin, operating expenses, profitability and cash. These statements should
be considered in conjunction with the cautionary warnings that appear in QuickLogic's SEC
filings. For additional information, please refer to the company's SEC filings posted on its
website and the SEC’s website. Investors are cautioned that all forward-looking

statements in this call involve risks and uncertainties and that future events may differ

materially from the statements made. For more details of the risks, uncertainties and
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assumptions, please refer to those discussed under the heading “Risk Factors” in the annual
report on Form 10-K for the fiscal year ended December 31, 2017 the company filed with the
SEC on March 9, 2018. These forward-looking statements are made as of today, the day of
the conference call, and management undertakes no obligation to revise or publicly release
any revisions of the forward-looking statements in light of any new information or future

events.

Please note, QuickLogic uses its website, the company blog QuickLogic HotSpot, corporate
Twitter account, Facebook page, and LinkedIn page as channels of distribution of information
about its products, its planned financial and other announcements, its attendance at
upcoming investor and industry conferences, and other matters. Such information may be
deemed material information, and QuickLogic may use these channels to comply with its

disclosure obligations under Regulation FD.

The conference call is open to all and is being webcast live.

We will start today's call with the company's strategic update from QuickLogic’s CEO Brian
Faith. Then CFO Sue Cheung will provide financial results and guidance. Brian will deliver
closing remarks and open the call to questions. The company’s CTO and SVP Engineering, Dr.
Tim Saxe, will join the Q&A portion of the call. At this time, it is my pleasure to turn the call

over to Brian Faith, President and CEO. Please go ahead, Brian.

Brian Faith — President and CEO
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Thank you, Moriah. And thank you all for joining our Q1 2018 conference call. Last Friday we
unveiled our new QuickAl™ solution that extends the reach of our core IP to enable the next
generation of artificial intelligence in endpoint applications. The trademarked QuickAl
solution that we presented with our three ecosystem partners leverages our EOS™ S3 SoC,

our ArcticPro™ embedded FPGA IP and is market-ready.

| have several other exciting updates to share today that bolster my confidence in our ability
to grow revenue by more than 50% this year. Among those is the release of a new
smartwatch earlier this week by a major OEM that incorporates our EOS S3 SoC. However,
before | present the significant progress we have realized during the last quarter, | want to

take a minute to go over two items that will limit our revenue growth in Q2.

First, Amazon has not released its “Close Talk” specification. Close Talk is the unofficial name
for the specification that will cover all of the design wins we have that must be able to

advertise compliance with Alexa Voice Services in conjunction with the product release.

We have been engaged with Amazon since mid-2017 and | believe the specification will be

done in time for our customers to release their products during Q3.

Second, due to supply constraints of QFP packaged devices, we are anticipating a delayed
shipment of devices from our test and package subcontractor that will negatively impact our
Q2 revenue by a few hundred thousand dollars. While we have been assured these devices
will be received in time to support our customer’s production schedule, we are forecasting

the revenue for Q3.
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Even with these challenges that are outside of our control, we are forecasting enough
growth from EOS S3 and other new products to more than offset the anticipated decline in

mature product revenue and deliver revenue growth in Q2.

Let’s start now with an update on our embedded FPGA business.

During Q4, we completed our test chip tape-out for the GLOBALFOUNDRIES’ 22 nanometer
FD-SOI process that is marketed as 22FDX®. While delays at GLOBALFOUNDRIES and its
packaging partner pushed out the delivery of our qualification devices, they are scheduled to
arrive on our dock later this month. Based on this schedule, we anticipate completing our

22FDX qualification this summer.

We have ongoing engagements with potential IP customers that include several top-tier
semiconductor companies that are targeting 22FDX for new SoC designs that | believe will
close later this year. We also have ongoing engagements with top-tier semiconductor
companies for new SoC designs targeting our already qualified 40 nanometer processes at
GLOBALFOUNDRIES and SMIC that | believe will close during 2018. These SoC designs are

moving forward and continue to target the integration of our embedded FPGA IP.

In addition to these activities, we are also in the process of porting our eFPGA IP to more
advanced fabrication nodes than the 65nm process we support today at TSMC.

In February, we announced the support of our ArcticPro embedded FPGA IP by Aldec, Inc., a
world leader in Electronic Design Automation tools. With this, our customers can perform
design verification using Aldec's industry-proven Active-HDL™ FPGA Design and Simulation

software and easily migrate designs to and from our Aurora™ tool suite.
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The combination of the two tool sets delivers a seamless development environment
supporting a simple and complete design flow, from RTL to simulation to bitstream for the

embedded FPGA portion of an ASIC or SoC design.

In March, we announced joining the RISC-V Foundation. The RISC-V Foundation is a non-
profit corporation controlled by its members that directs the future development and drives

the adoption of the RISC-V Instruction Set Architecture or ISA.

Founded in 2015, the Foundation has more than 100 members representing hardware and
software innovators focused on building an open and collaborative community to deliver a

free and extensible processor architecture along with its associated ecosystem.

This is particularly significant for QuickLogic as there is strong synergy between

our embedded FPGA initiative, our membership in the GLOBALFOUNDRIES FDXcelerator™

Partner Program to facilitate 22FDX SoC designs, and the RISC-V effort.

With this, 22FDX customers will be able to seamlessly integrate our embedded FPGA IP and
the RISC-V open-source processor technology on the same SoC. Given the increasing interest
in our embedded FPGA IP and the impressive traction RISC-V is building with major

semiconductor companies, this could prove to be a big deal for QuickLogic.

Let’s shift now to our Al initiative, and how it leverages our embedded FPGA IP and our EOS

S3 SoC to enable next generation Al in endpoint applications.
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Together with our ecosystem partners, General Vision, nepes corporation and SensiML, we
introduced what we believe is the first comprehensive solution that unleashes the power of
next generation Al in endpoint devices. Our solution is trademarked as QuickAl, which
includes silicon, software and our new QuickAl development platform. With these resources

and tools, OEMs can initiate next-generation Al-enabled endpoint designs today.

The benefits of Al are indisputable; virtually every cloud computing company in the world
today is developing Al solutions as a high priority. However, the solutions available for cloud
applications are too expensive and consume far too much power for endpoint applications.
As a result, prior to the introduction of QuickAl, endpoint product designers had to either
piece together solutions and build their own development tools, or compromise with a

software solution running on a microcontroller or a Digital Signal Processor.

QuickAl is a comprehensive solution that enables the immediate development of next
generation Al-enabled endpoint devices; a market that ABI Research predicts will ramp very

sharply to exceed 270 million devices in 2023.

I’ll take a minute now to introduce you to our ecosystem partners, so you can better
understand where QuickLogic fits in the value proposition, and why our EOS S3 SoC and

embedded FPGA IP are key enabling technologies for next-generation Al in endpoint devices.

General Vision is the inventor of NeuroMem®, a scalable neural network technology on
silicon and an essential enabler for the practical application of artificial vision and artificial
intelligence. NeuroMem employs a radically different compute architecture and is vastly

more efficient than running Al software on a microcontroller or DSP. For example, a typical
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DSP for endpoint applications can only handle 32 simultaneous calculations whereas the
NeuroMem IC in hand today handles 576 simultaneous calculations. The result is an
economical solution that delivers higher performance at significantly lower power

consumption.

nepes corporation is a leader in advanced semiconductor assembly and packaging
technologies. nepes has developed and mass produces the nm500, a NeuroMem-based IC
that enables artificial vision and artificial intelligence in endpoint solutions. The nm500,
which nepes uses in critical optical inspection applications in its manufacturing processes, is

a focal point for the company‘s Future Intelligence business unit.

SensiML is a spin out from Intel and a developer of leading-edge software tools that enable
the quick and easy generation of application specific pattern recognition code. With this,
OEMs can design Al-enabled endpoint solutions that gather data from the wide variety of

sensors that are commonly used in loT applications today.

QuickLogic contributes the enabling capability of our embedded FPGA IP and our EOS S3 SoC.
With its patented FFE, integrated ARM Cortex M4F microcontroller and embedded FPGA,
EOS S3 supports critical pre and post processing capabilities, feature extraction, intelligent
power management and in some applications, host processing. In use cases where it’s
applicable, the EOS S3’s integrated LPSD enables always-on / always-listening capability to

detect voice or in some applications, noise that may warrant further analysis.

Let me share a quick example of how this could come together in the real world - In a

common feature extraction application like a FIR or FFT filter in an industrial loT device, our
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embedded FPGA will consume 80% to 90% less power than a DSP or microcontroller. When
this power savings is combined with the similar efficiency improvement that a NeuroMem
processor delivers, it presents many new opportunities for designers to employ the benefit
of this next generation Al architecture in endpoint designs. With QuickAl software and

development tools, designers can turn these opportunities into real products starting now.

A point | want to emphasize is that QuickAl is perfectly aligned with our core business model
and leverages the value of EOS S3, our embedded FPGA licensing model and most
importantly, our patented IP. Due to our high value contribution in next generation Al
applications, we believe our gross margin potential for EOS S3 will be comfortably above our

historical levels for devices.

For more color on QuickAl, our ecosystem partners, our strategy and the markets we are
addressing, you can access a recording of last Friday’s Webinar on the Investor Relations

page of our website.

Let’s shift now to sensor processing in wearable, hearable and loT applications.

In previous conference calls we’ve discussed a wearable design win with a large app
company. I’'m very proud to announce that Naver Labs selected our EOS S3 for its first
consumer product, the AKI smartwatch. AKI was released earlier this week and is being
marketed by Korea Telecom now known as KT. With nearly 20 million subscribers, KT is

South Korea’s largest wireless carrier.
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Naver Labs is the highly sophisticated, worldwide product development group that was spun
off from Naver. With a market cap approaching $25 billion, Naver is best known for its
search engine; cloud computing, Al assistant and its wide variety of apps that are used
worldwide. | personally use Naver’s LINE messaging app, which has over 500 million

downloads.

The focus at Naver Labs is to develop technologies and products that provide what it calls
“Ambient Intelligence” and leverage the various apps, resources and technologies developed
throughout the Naver organization. The AKI smartwatch demonstrates the benefits of
Ambient Intelligence by recognizing a user’s situation, anticipating needs and then providing

information and services before they are requested.

The AKI smartwatch features an intuitive voice interface that is used to control functions,
communicate person to person and to access to Naver’s cloud-based Al resources using the
trigger word, “OkiDoki”. Through the use of an integrated Naver app, AKI also supports

speech to text and text to speech.

AKI also monitors and reports user activity, context and location. AKI augments its
integrated GPS with Naver Labs WPS technology to provide precise location even when a
user is indoors. With these resources, and its Bluetooth®, Wi-Fi, LTE and WCDMA
connectivity, AKl can support any combination of always-on, always-listening, always-

connected and always-aware use cases.

Since our last conference call, the tier one smartphone OEM that we've discussed in the past

has officially locked down its hardware and firmware designs for its wearable that includes
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our EOS S3. With these important milestones completed, the OEM has initiated its audit of
our package and test subcontractor to finalize our device qualification. In parallel with this,
the customer is in the process of completing software regression, quality and reliability

testing, and is working closely with its third-party app developers.

We continue to work very closely with this customer and anticipate receipt of finished test
units later this quarter that we will use to expedite the product qualification process. While
these activities and accomplished milestones mark clear tangible progress towards the
release of this new wearable, due to the fact we do not have a schedule in hand at this time,

we are not including any revenue from this design win in our Q2 guidance.

The second design opportunity with this customer for a new consumer wearable device is
moving forward and we should know if EOS S3 makes the final cut later this quarter. The
short story here is if the customer is able to use the new applications processor it is targeting
for the design, it will also use our EOS S3 for voice and sensor processing. The important
point to note here is our success is alighed with the design approach the customer wants to

take.

The third design opportunity we have with this customer is for a new consumer hearable
device. The customer is currently evaluating the software we delivered last quarter that
supports two microphone inputs, beam-forming and advanced noise cancellation. We
expect the evaluation will be completed later this quarter, and if our technology is approved,

we believe the design will target EOS S3 and move forward rapidly.
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In our last conference call, | mentioned a design win with a European company that has
developed a wearable targeting B2B health and fitness applications. This design uses virtually
all of the EOS S3 resources to support host processing, sensor processing and its embedded

FPGA as a display driver.

In line with the forecast | shared last quarter, we have received an order to ship initial
production volume later this quarter. We expect this product will ramp into mass production

during the second half of 2018.

We have added a second engagement with the European fitness company that | have
mentioned in past conference calls. The second engagement will fully leverage the resources
of our EOS S3; including its embedded FPGA. We believe that one of the products will move

into production late this year and the second one will move into production in mid-2019.

I’m very pleased to announce that Murata has selected our EOS S3 for a new voice-enabled
Wi-Fi solution that it is demonstrating this week at the loT/M2M show in Japan. As many of
you know, Murata is the worldwide market leader for Wi-Fi modules. In this new solution
Murata leverages our EOS S3 SoC to expand its market to include voice-enabled battery
powered applications like Smart Speakers and other loT devices that connect to Wi-Fi

networks.

In this solution, EOS S3 enables always listening at less than 100uW power consumption,
recognizes trigger words and minimizes system power consumption via its intelligent power

management. OEMs selecting this Murata solution can differentiate their end product
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designs further without adding recurring costs by using QuickLogic development tools to

leverage EOS S3 resources such as its embedded FPGA and patented FFE.

In line with the target we provided in our last conference call, we introduced our new EOS
S3LV solution last month. The LV stands for Low Voltage. With this version of the device,
designers benefit from a 33% reduction in power consumption, but are limited to a 48Mhz
clock speed. However, when you combine the resources of our patented FFE and embedded
FPGA, the total compute power is still more than enough for many applications that benefit

from the lowest possible power consumption.

We have made very solid progress in the smartphone and tablet markets during the last

quarter.

We are in the final stages of negotiating an MOU with a significant Japanese smartphone
OEM that will cover multiple smartphone designs using EOS S3. This concept smartphone
design using our EOS S3 that | mentioned during our February conference call was not
completed in time for Mobile World Congress but is currently scheduled for demonstration

with the OEM’s lead carrier later this month.

Last quarter | mentioned our first EOS S3 design win in a tablet. Our OEM customer for this
design is Chinese based Bu Bu Kao Educational Electronics. With 18,000 Kiosks in 600 cities
across China and 50 flagship stories in major cities, BBK, which was founded in 1995, is a very

well recognized brand in China.
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The primary applications for EOS S3 in our current design win are to enable voice recognition
and provide intelligent power management. With a voice interface, the tablet enables the

educational process to start as soon as a child learns to talk.

In addition to developing a full curriculum that runs from when a child learns to talk all the
way through primary school, the tablet also provides an early introduction to English. In
addition to the educational curriculum, BBK has a cooperative agreement with AlSpeech that
enables users to access its cloud-based Al resources. Given the scope and scale of BBK and
the interest in early childhood education in China, | think this tablet has solid volume

potential that will begin ramping in Q3.

During the last quarter, we have expanded our activity with BBK to include additional

engagements.

| would now like to turn the call over to Sue for a discussion of the financials. Sue.

Dr. Sue Cheung— Chief Financial Officer

Thank you, Brian. Good Afternoon and thanks to everyone for joining us today. Please note
we are reporting our non-GAAP results. You may refer to the press release we issued today
for a detailed reconciliation of our GAAP to non-GAAP results and other financial statements.
We have also posted an updated financial table on our IR web page that provides current

and historical non-GAAP data.
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For the first quarter of 2018, total revenue was $2.8 million and within our guidance range.

Our new product revenue was $1.3 million, and mature product revenue was $1.5 million.

Samsung accounted for 10% of total revenue during the first quarter, consistent with the

previous quarter, as we continue to diversify our customer base.

Our Q1 2018 gross margin was 51.5%. This was above our forecasted range due to a

favorable mix of new product revenue.

Operating expenses for Q1 round up to $4.9 million and were within our forecasted range.
R&D expenses were $2.5 million and SG&A expenses were $2.3 million. The increase in R&D
was driven mostly by the launch of our Al initiative and software tools associated with

embedded FPGA.

The net total for other income, expense and taxes in Q1 2018 was a $99 thousand charge,
which was above our forecast due to foreign tax expenses and currency exchange loss. This
resulted in a net loss of approximately $3.5 million, or $0.04 per share, essentially at the

midpoint of our forecasted EPS range.

We ended the first quarter with approximately $12.6 million in cash. Net cash usage during

the first quarter was $4 million and within the forecasted range.

Turning to the second quarter 2018 outlook:
Our revenue guidance for Q2 is approximately $3.1 million, plus or minus 10%. Total

revenue is expected to be comprised of approximately $1.7 million of new product revenue
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and $1.4 million of mature product revenue. The increase in new product revenue is
expected to be driven mostly by the growth in sensor processing and continued

diversification of our display bridge business.

On a non-GAAP basis, we expect our gross margin to be approximately 50% plus or minus 3
percent. We expect our gross margin will continue to benefit from a favorable mix of new

product revenue and the ongoing diversification of our customer base and end markets.

We are currently forecasting non-GAAP operating expenses at approximately $4.8 million,
plus or minus $300 thousand. We expect our non-GAAP R&D expenses to be approximately
$2.5 million and non-GAAP SG&A expenses to be approximately $2.3 million. Our R&D
expense forecast includes anticipated charges associated with porting our embedded FPGA

IP to more advanced fabrication nodes at TSMC.

We expect our other income, expense and taxes will be a charge of approximately $60

thousand.

At the midpoint of our forecast, our non-GAAP loss is expected to be approximately $3.3

million, or $0.04 per share.
As was the case in prior quarters, the main difference between our GAAP to non-GAAP
results is our stock-based compensation expense, which we expect to be approximately $480

thousand for the 2" quarter.

In Q2, we expect to use between $3 and $3.5 million in cash.
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With that, let me now turn the call back over to Brian for his closing remarks.

Brian Faith — President and CEO

| realize today’s call ran longer than usual, but our priority is to provide you with as much

transparency as our NDAs will allow and the detail you deserve.

It has been a long road; longer than | had imagined. However, we are poised to enter the
second half of 2018 with numerous EOS S3 designs waiting only for Amazon’s approval
before they move into mass production. The second half will also benefit from the push out

of revenue caused by the delay from our test and packaging subcontractor.

Much more important than the jumpstart these push-outs will give us for the second half is
the fact the designs we’ve been working with large OEMs are beginning to move into

production.

Small Chinese companies are quick to take risk; they saw the value of EOS S3 and jumped in
with both feet. However, large OEMs are very brand-conscience and often measure a dozen

times before making a commitment to a new proprietary solution.

Naver is well known and highly respected across Asia, and for it to use EOS S3 SoC at the
heart of its first consumer product is a very strong validation for QuickLogic. Others,

including the BBK design | mentioned earlier, are following close behind. In the world of
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semiconductor design wins, momentum is very important, and design validation by well-

respected OEMs is what drives momentum for new solutions like EOS S3.

With world-class embedded FPGA tools available now from EDA industry leaders, Mentor
and Aldec, Inc., and the seamless integration of these tools with our Aurora development
platform, | believe we are very close to establishing momentum for our ArcticPro embedded

FPGA business too.

QuickAl adds a very exciting new layer of opportunity for our EOS S3 SoC and our ArcticPro
embedded FPGA IP on top of the momentum we are building in our core markets. We
believe QuickAl has the potential to substantially expand the applications, use cases and
customer base served by QuickLogic and through its leverage of our patented technologies,

enable us to build a more diversified and sustainable high margin business.

I’m sure you have a lot of questions about the new developments we covered today, so I'll

close now and turn the floor back to the operator.

Brian Faith — President and CEO

Thank you, Operator.

We will be participating at the following investor and industry events:
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e The 15th Annual Craig-Hallum Institutional Investor Conference in Minneapolis, MN
on May 30",

e Cowen’s 46th Annual TMT Conference in New York on May 31*.

e The ROTH London Conference on June 20",

e The Design Automation Conference or DAC in San Francisco, June 24-28.

e The Sensors Expo & Conference in San Jose, June 26-28.

Our next conference call is scheduled for Wednesday August 8th at 2:30 PM Pacific Time.

Thank you for your continued support, and good bye!

HH
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