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FORWARD-LOOKING STATEMENTS AND INDUSTRY DATA

This Annual Report includes forward-looking statementsthat are subject to a number of risksand
uncertainties. All statements, other than statements of historical facts, included in this Annual Report regarding our
strategy, future operations, financia position, estimated revenues, projected costs, prospects, plans, and objectives of
management are forward-looking statements. The words “will”, “believe’, “anticipate”, “intend”, “ estimate”,
“expect”, “project”, and similar expressions are intended to identify forward-looking statements, although not all
forward-looking statementsin this report contain these identifying words. We cannot guarantee future results, levels
of activity, performance or achievements and you should not place undue reliance on our forward-looking
statements. Our forward-looking statements do not reflect the potential impact of any future acquisitions, mergers,
dispositions, joint ventures or strategic alliances. Our actual results could differ materially from those anticipated in
these forward-looking statements as aresult of various factors, including the risks described in “ Business—Factors
That Could Affect Our Operating Results” and el sewhere in this Annual Report. We do not assume any obligations
to update any of the forward-looking statements we make.

Thisreport contains market data prepared by third parties, including Gartner-Dataquest, Forward Concepts
and the Semiconductor Industry Association. Actual market results may differ from the projections of such
organizations.
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Thefinancia information in this annual report i ncludes the results of CEVA, Inc. and its subsidiaries (the
“Company” or “CEVA”). CEVA (formerly known as ParthusCeva) was formed through the combination of Parthus
Technologies plc and CEV A in November 2002. For periods prior to November 1, 2002, the financia statements of
CEVA present the financia position, results of operations and cash flows of the licensing business and operations of
DSPG, which have been carved out from the financial statements of DSPG using the historical results of operations
and historical bases of the assets and liabilities of the DSPG business that it comprises. The consolidated financial
statements reflect the assets, liabilities, results of operations, changesin stockholders' equity and related company
investment, and cash flows (the “ Company’ s Business') asif CEV A had been a separate entity for al periods
presented. Unless otherwise indicated, the financia information in this annual report includes the results of the
business of Parthus Technologies plc only for the period following the combination on November 1, 2002.

Our website address is www.ceva-dsp.com. Copies of our filings with the Securities and Exchange
Commission (SEC) are made available on our website as soon as practicable after filing and are dso available at the
SEC’ swebsite, www.sec.gov.



PART I
ITEM 1. BUSINESS

Company Overview

Headquartered in San Jose, California, CEVA Inc., is one of theworld' sleading licensors of Digital Signal
Processor (DSP) cores and related application solutions to the semi conductor and electronics industry. For more
than ten years, CEV A has been licensing DSP cores and application-specific intellectual property (IP) to leading
semiconductor and el ectronics companies worldwide.

We design and license high performance, low-cost, power-efficient embedded DSP cores and integrated
application solutions. We license our technology as Intellectual Property (1P) to leading el ectronics companies,
which in turn manufacture, market and sell DSP application specific integrated circuits (“*ASICs’) and application
specific standard products (“ASSPs’) based on CEV A technology to systems companies for incorporation into a
wide variety of end products. Our IPis primarily deployed in high volume wireless (e.g. cellular baseband and
application solutions), portable consumer multimedia (e.g. portable digital players), consumer home multimedia
(e.g. DVD systems, gaming consoles), storage markets (e.g. hard disk drive), and communication markets (e.g.
serial comms).

Our business model is|P licensing and per-unit royalty. We have created a strong franchise of licensing
partners who rely on our technology to deploy their silicon solutions. Today our technol ogies are widely licensed
and power some of the worlds leading wireless and consumer electronics brands including Atmel, Broadcom, Cirrus
Logic, Creative, Eonex, Fujitsu, Hitachi, Infineon Technologies, Kawasaki, LG, LSl Logic, Maxim, Mitsubishi,
Motorola, Nationa Semiconductor, NEC, nVidia, Ningo Bird, Oki, Panasonic, Philips Semiconductors, Renesss,
Samsung, Seiko-Epson, Sharp Microelectronics, Siemens, Sony, Sony-Ericsson, STMicroelectronics, UMC and
Zoran. In 2004 our licensees shipped 106 million silicon devices that had our 1P embedded, an increase of 94% over
2003 shipments of 55 million units.

CEV A was created through the merger of the DSP IP licensing division of DSP Group and Parthus
Technologies plcin November 2002. We have 227 employees worldwide, with research and development facilities
inIreland, Israel and the United Kingdom, and sales and support offices throughout Europe, Isragl, Asiaand the
United States. CEV A istraded on both the NASDAQ (CEVA) and London Stock Exchange (CVA).

Industry Background
Digital Signal Processor Cores

Digital Signal Processing is one of the fastest-growing sectors of the semiconductor industry. DSPis
fundamental to all communication (wireless, broadband, Voice over Internet Protocol (VolP)), and to dl digita
multimedia processing (audio, video, image). DSPs use complex algorithms and signal -compression techniques to
provide red -time, power-efficient processing of real-world analog signals that have been converted into digital
form. For example in wireless, DSP converts an analog signal, such as the human voice, to digital form. DSPs power
the communication and multimedia functions of awide array of devices, including the baseband modems of cellular
phones, the digital encode and decode of digital multimedia signals for devices such as portfolio audio/video
players, digital still cameras, digital camcorders, digital DVDYDVRs, HDTVs, set-top boxes, and the hard disk
drives used for PC’sand consumer electronic devices.

Asthe number of electronic devices that require the processing of digital data has grown, so hasthe
demand for reliable and ever more sophisticated DSP cores and associated technology built around them. In 2005
Forward concepts estimated total DSP semiconductor shipments to have grown year-over-year by 27% from $6.3
billion to atotal of $7.8 hillion.

Semiconductor Intellectual Property (SIP)

The demand for wireless devices and multimedia applications has grown substantially in recent years. As
consumers demand el ectronic products with more connectivity, portability and capability, system OEM companies
which manufacture these products are demanding embedded DSPs that support increasingly complex functions at
low cost, that use power efficiently, that can be rapidly implemented to shorten time-to-market, and that are
availablein volume from multiple sources.

Integrated circuit (IC) design teams face ever growing pressure to make products smaller, morereliable,
less expensive, with greater features and performance, al in the face of decreasing product life cycles, and
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constrained battery power. While semiconductor manufacturing processes have advanced significantly to allow a
substantial increasein the number of circuits placed on a single chip, design capabilities resources have not kept
pace with the advances in this technology resulting in agrowing “design gap” between their increasing
manufacturing potential and restrained design capabilities.

To address this“design gap,” many semiconductor designers and manufacturers are increasingly choosing
to license proven intellectual property (IP), such as processor cores, memory and application-specific logic, from
third party Semiconductor Intellectual Property (SIP) companies rather than to develop those technologies
internally. The SIPindustry isarelatively new and emerging trend in the market. Gartner-Dataquest , a market
research firm, reports that the market for semiconductor intellectual property was forecast to be worth $1 billionin
2003.

CEVA Solution

CEVA addresses the requirements of the embedded communi cations and multimedia markets by designing
and licensing programmable DSP cores, system platform, software and system solutions tools which enable the
rapid design of embedded DSP and application specific solutions for use across awide variety of applications. Our
solution includes afamily of programmable DSP cores with arange of cost, power-efficiency and performance
points; associated system-on- chip (SoC) system — platform (the essential SoC hardware and software infrastructure
integrated with the core); and a portfolio of complete system-solutionsin the areas of video processing, audio
processing, speech processing, GPS location, Vol P communications and Bluetooth communications. Our services
division assists our customersin the deployment of their CEV A based solutions.

Given the complexity of applicationsfor DSP, there isincreasing industry demand to license complete
solutions that integrate the DSP core, the associated SoC infrastructure and the particular application logic and
software asit is usually not cost-effective for most semiconductor companies and designers to develop the
technology in-house. Therefore, companiesincreasingly rely on licensing other intellectual property, such as DSP
cores, from third parties.

IP Business Model

Our objectiveisthat our DSP core becomes the global standard in the embedded DSP market. To enable
this goal, we have and continue to license on aworldwide basis to semiconductor and system OEM companies that
design, manufacture and source CEV A based silicon solutions combined with their own differentiating technology.
We believe our business model offers us some key advantages. By not focusing on manufacturing or selling of
silicon products, we are free to widely license our technology, and free to focus most of our resources on R&D and
next generation DSP technologies. By choosing to license the programmable DSP core, manufacturers can achieve
the advantage of creating their own differentiated solutions, and develop their own unique product roadmaps.
Through our extensive licensing, we have established a worldwide community developing CEV A based solutions,
and therefore we can leverage their strengths, customer relationships, proprietary technology advantages, and
existing sales and marketing infrastructure. In addition, as our intellectual property iswidely licensed and deployed,
system OEM companies can obtain CEV A based chips from awide range of suppliers, thus reducing dependence on
any one supplier, fostering price competition which thereby helps contain the cost of CEV A based products.

We operate alicensing and royalty business model. Wetypically charge alicense fee for accessto our
technology, and aroyalty fee for each unit of silicon which incorporates our technology. Licensefeesareinvoicedin
accordance with contract terms. Royalties areinvoiced one quarter in arrears and are generally a percentage of the
sales price of the CEV A based silicon product.

CEVA licenses I P to semiconductors who develop and market system-on-chip solutions with embedded
DSP cores. According to Forward Concepts, an independent research company, this end silicon market of DSP
solutions was worth $7.9 billion on aworldwide basisin 2004, and achieved almost 30% growth over 2003.



Strategy

We believe that the growth in DSP based solutions will drive demand for our technology. We believe that
the growing complexity of applications will drive demand for licensing of more powerful and sophisticated cores
and solutions to meet the demands of smart, digital connected devices. We a so believe that the increased cost,
complexity and time-to-market pressures of modern DSP applications, have led companies to license completed
system solutionsrather than just the core. As CEV A offers expertise in DSP cores combined with integrated system:
solutions, we believe we are well positioned to take full advantage of these mgjor industry shifts. To do so we intend
to:

*  Continue to develop sophisticated cores and SoC platforms. \We seek to enhance our existing family
of DSP cores and SoC platforms with additional features, performance and capabilities.

*  Provide an integrated system-solution. \We seek to offer integrated | P solutions which combine
application specific software and dedicated logic— such as video processing or GPS - built around our
DSP cores, and delivered to our licensing partners as acomplete and verified system solution.

*  Provide an integrated, open-standard solution e seek to offer integrated | P solutionswhich
combine application specific software and |ogic— such as video processing or GPS - built around our
DSP cores which further reduces the cost, risk and time-to-market for our licensing partners.

*  Capitalize on our relationships and leadership. \We seek to expand our worldwide community of
semiconductor and system OEM licensees who are developing CEV A based solutions.

*  Capitalize on our IP licensing and royalty business model \We seek to maximize the advantages of
our IP model which we believeisthe best vehicle for pervasive adoption of our technology.
Furthermore, by not having to focus on manufacturing or selling of silicon products, we are free to
focus most of our resources on Research and Devel opment.



Products

We are one of theworld’ s leading licensors of DSP cores and related application solutions. We offer a
comprehensive family of programmable DSP cores; associated SoC system — platform (the essential SoC hardware
and software infrastructure integrated with the core); and a portfolio of complete system-solutions in the areas of
video processing, audio processing, speech processing, GPS location, Vol P communications and Bluetooth
communications. Our services division assists our customers in the deployment of their CEV A based solutions.

The diagram below illustrates how our portfolio of cores, system-platforms and systems-solutions integrate
into atypical system-on-chip.
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2 CEVA SoC Platform:

¢ XS1100 for Cellular Handsets

¢ XS1200 for Home Multimedia

¢« Xpert-Teak for cellular/portfolio multimedia

3. CEVA Solutions:

¢ Audio, Video, Image, Speech, VolIP,
Bluetooth, GPS libraries
* High speed SATA, SMIl communications

Description

4. CEVA Services
¢ IP integration and deployment

Market

CEVA DSP Cores
CEVA-X

CEVA-Tesk
CEVA-TeakLite-ll
CEVA System-
Platforms
Xpert-Tools
CEVA-XS1100
CEVA-XS1200
Xpert-Tesk
Xpert-Creator

CEVA Solutions
CEVA SATA
CEVA Blue
CEVA GPS
CEVA Mobile-
Multimedia
CEVA VolP
CEVA Services

16/32 bit VLIW core

16 bit DSP dual MAC core
16 bit DSP single MAC core

Compiler, debugger, API/bios, middieware
CEVA-X based system-on-chip platform
CEVA-X based system-on-chip platform
CEVA-Teak based system-on chip solution
Standard software framework for plug and play
software applications with CEVA DSPs

Serid ATA high-speed communications
Bluetooth communications solution

Low signal GPS solution

Video and audio encode/decoce software

Voice Over Internet Protocol
IP Integration Services

2.5G/3G Wireless,

portfolio and home multimedia

2.5G wireless, portable multimedia
2.5G wireless, portfolio audio, storage

All CEVA DSPs

Wireless Modems

Multimedia

2.5G wireless, portable multimedia
All CEVA DSPs

Storage

Wireless, portable consumer multimedia
Wireless, automotive, telematics

2.5/3G Wireless,

portfolio multimedia devices
Communications

CEVA IPlicensees



CEVA DSP Cores

We market afamily of synthesizable programmable DSP cores, each delivering a different balance of
performance, power dissipation and cost, alowing customersto select a coreideally suited to their target
application. The ability to match processing power to the application is an important consideration when designers
select aDSP supplier. Our family of coresislargely software compatible meaning that software from one core can
be applied to another which significantly reduces investment in code development, tools and designer training.

Our current portfolio of programmable DSP coresincludes:

* CEVA-X. CEVA-X isascaable VLIW-SIMD DSP architecture delivering very high levels of
performance at low power consumption. Uniquely, CEVA-X is designed as a multipurpose
architecture allowing multiple cores with the optimal performance/price/power point requirementsto
multiple markets such as 2.5G/3G multimedia phones, PDAS, digital cameras and camcorders, DTV
and HD-DVD. Combined with CEVA-X’s extendibility — the architecture can be configured to either
high-performance environments or lowpower environments; its performance— the architecture is
ranked by independent benchmarks as the fastest DSP core currently available for license. CEVA-X
enables licenseesto efficiently develop software using high-level languages such as C and C++ which
reduces the cost of development.

*  CEVA-X1620, thefirst implementation of the CEVA-X architecture family, isa 16-bit datawidth,
dual MAC DSP with four 40-hit arithmetic units. Demonstration CEVA-X 1620 silicon runs at
550MHz (TSMC 0.13u). CEVA-X 1620 is complemented by a Development Platform and Software
Development Kit (SDK). All components of CEVA-X tools are developed in-house by CEVA to
deliver optimal performance.

* CEVA-Teak. CEVA-Teak isal6-hit fixed-point general -purpose DSP core. Its dual MAC
architecture features high-performance and bandwidth for complex signal processing implementations.
The coreisdesigned for portable multimedia and wireless communication markets.

*  CEVA-TeakLite-II. CEVA-TeakLite-1l, asingle Multiply-Accumulate (MAC) 16-bit fixed point
DSP core. The core extends the architecture of CEV A-TeakLite and CEV A-Oak, the most established
and successful DSP coresto date in CEVA's DSP family. TeakLite-11 achievesa30% increasein
performance compared to its predecessor core, and delivers superior code compactnessin asmall
silicon die size. CEVA-TeakLite-11 is positioned to meet high volume, but very cost sensitive markets
such as 2G/2.5G Wireless Handsets, Portable Media Players, Hard Disks, Optical Drivers, and Digital
Cordless Phones. TeakLite-11 isfully compatible to both CEV A-TeakLite and CEV A-Oak DSPs at
assembly and binary levels which reduces our customers software devel opment costs.

We deliver our technology in two ways either in the form of amask-level chip layout (called ahard core),
or inthe form of a hardware description language definition in Verilog or VHDL (called asoft core or a
synthesizable core). All CEV A DSP cores are soft cores that can be manufactured on any process, and dl are
accompanied by acomplete set of tools and an integrated devel opment environment. An extensive third-party
network supports CEVA DSP cores with awide range of software and application IP. In addition, we provide the
necessary Devel opment Boards, Software Development Toolkits and Software debug tools, which facilitate system
design, debug and software devel opment.

CEVA SoC Platforms

Designerstoday face escalating design costs and design timelines combined with ever decreasing
probability of right-first-time silicon. To further reduce the cost, complexity and associated risk in bringing products
to market, we have introduced arange of system platforms which combine many hardware and software elements
which are essential to SoC's deploying CEV A DSP cores. Our system platforms are comprised of:

e Hardware Infrastructure — multipurpose DSP sub-systems that integrate a CEV A DSP core, related
peripherals and system interfaces such as on-chip data and program memories, high-performance
DMA controller, Buffered Time Division Multiplexing Port (BTDMP), high-throughput Host
Processor Interface (HPI), and other interfaces.

*  Software Environment — X pert-Creator software framework eases the integration burden by providing
a software development environment and software framework for ‘ plug-and-play’ algorithm
integration into multi-tasking solutions such as those demanded by wireless and media processing.



Our family currently includes three SoC platforms:

CEVA-X System1100 is alow-cost platform optimized for wireless and generd purpose DSP solutions and
includes the following main features; sophisticated power management unit for dynamic low-power consumption;
complete set of hardware peripherals extendible through Advanced Peripheral Bus (APB); host controller
connectivity through Advanced High Performance Bus (AHB) compliant bridges; two level memory architecture
enabling shared memory between CEVA DSP and ARM cores, and code replacement unit enabling on-the-fly
firmware program bypasses.

CEVA-X System1200 integrates additional features to enhance the system processing power for
applications such as digital multimedia devices and includes programmable and configurable 3-D DMA co-
processor; tightly coupled hardware accelerators to integrate customers' own extensions; flexible and glue-less
interface TDM and SPI ports for streaming audio samples.

Xpert-Teak isacomplete DSP subsystem for low-power, low-cost SoC designs targeted at applications
such as wireless baseband and portfolio multimedia markets. Xpert-Teak includes multiple hardware peripherals and
incorporates on-chip data and program memories, high-performance DMA controller, Buffered Time Division
Multiplexing Port (BTDMP), high-throughput Host Processor Interface (HPI), and other interfaces.

CEVA Solutions

CEVA Solutions consist of afamily of application specific full system solutions. System solutionstypically
integrate a CEV A DSP core, hardware subsystem and application specific (e.g. video processing) software and
logic. Our family of system-solutions spans multimedia (audio, video, image), location (GPS), communication
(VolP), connectivity (Bluetooth), and high-speed serial communications (SATA). Our system solutions
fundamentally reduce the complexity, cost of ownership, and time-to-market for products. Asaresult, we capture a
higher license fee for our system solutions.

* CEVA-Bluetooth, solution delivers a complete and compliant Bluetooth v1.2 solution, integrating
baseband, DSP processor, RAM, ROM and complete host controller software stack. Xpert-Blue
licensees benefit from rapid time-to-certification and time-to-market for Bluetooth enabled products.

* CEVA Mobile-Media, a software-programmable audio, video and image solution that supports all key
standards for mobile multimedia applications for next generation cell phones and portfolio digital
multimedia devices. The solution integrates CEVA’s DSPs (CEVA-Teak™ or CEVA-X™), the
associated DSP system platforms, a media software framework and a complete suite of video (H.264
and MPEG4, decode/encode), audio (MP3, WMA, aacPlus and various voice codes) and imaging
libraries. Programmable for awide range of multimedia standards, resolutions and frame rates, the
solution allows licenseesto retarget asingle silicon platform for any multimedia processing
requirements, thus negating the need for costly, time-consuming silicon re-spins.

* CEVA Mobile-Mediais powered by the MediaMagic technology which isarange of CEVA patented
innovationsthat by up to afactor of 10, reduces the computational power needed to run multimedia
applications. MediaMagic includes a gorithmic accelerators that use pattern recognition techniques,
more than 30 dedicated multimedia DSP instructions, and a high performance 3-D DMA co-processor
designed for multimedia parallel processing. MediaMagic isthe industry’ s first media accel eration
technology that achieves performance levelsin software previoudly only achievable in ahardwired
implementation.

* CEVA-GPS, acomplete GPS platform delivering precise location information (less than five meters
within five seconds) to any device, including mobile phones, personal digital assistants (PDAS) and
GPS-enabled vehicles, anywhere in the world. The highly integrated solution incorporates GPS logic
and GPS software stacks. The solution supportsall cellular air interfaces standards (CDMA,
GSM/GPRS/EDGE, WCDMA/UMTS, Flash OFDM).



* CEVA-VolP, isacomplete Voice-over-Internet-Protocol (VolP) solution targeted at the residential
and enterprise telecom markets. The solution is based on X pert-Teak, which integrates added hardware
peripherals capable of handling multiple, simultaneous, packet-voice channels on asingle chip, and
software, such as speech compression and decompression, echo cancellation, and associated telephone-
signaling functions.

* CEVA-SATA, acomplete, verified Serial ATA licensable solution combining a SATA 1.5Gbps PHY
or SATA 3.0Gbps PHY with a Link/Transport/Command Protocol stack, and isfully compliant to the
Serial ATA Revision 1.0aspecification. The SATA PHY issuppliedin the form of aGDSII hard
macro with simulation models and physical views. The SATA Protocol (PHY Control, Link, Transport
and Command/DMA layers) isdelivered in the form of an RTL package, and supported by a
comprehensive test bench environment plus physical design scriptsfor realization on the target
semiconductor processes.

CEVA Services

CEVA Servicesisthe consulting and integration division of CEVA that helps customers move efficiently
and effectively from IP to silicon and provides maintenance and support. Exploiting our unique knowledge in signa
processing and communications our services division helpsto reduce the cost and time-to-market for customers’
advanced SoC solutions for wireless, digital multimedia, communications and storage markets. Hard IP isthe
incorporation of intellectual property into reference designs (either as silicon chips or printed circuit boards).

End Markets
We target our portfolio of cores, platforms and solutions at five principal markets:

Cellular: The cellular handset market is currently the largest market for DSP cores technology. Cellular
telephones use DSP cores for voice compression, by which the human voice is compressed after being digitized, and
channd coding, by which DSP techniques are used to encode the information. Our DSP cores are currently used in
al types of digital cellular telephones, and we believe they will continue to be used in the next generations of
cellular telephones (2.5G and 3G). Many of these next-generation phones incorporate GPS, Bluetooth, video, audio
and data featuresin addition to voice, extending the market for our technologies.

Consumer Portable Multimedia: Portable consumer electronics constitute the fastest-growing market for
DSP cores technology. Devices such as digital audio players, digital video consoles, digital still cameras, digital
cameras, and GPSreceivers, al require DSP for their high fidelity audio, video and image processing.

Consumer Home Multimedia: The next shift from analog to digital based technology is home
entertainment — the growth of DVDs, DVRs, Set-top boxes, HDTV and gaming consoles drives the demand for
highly advanced signal processing of audio, video, image and security (encryption and digital rights management).

Storage: Storageisone of the electronicsindustry’ sfastest growing markets and spans both the serial
interface standards to memory (SATA, SAS, SGMII), and the DSP powered disk drive controller chip controls the
mechanism that reads and writes data from a memory disk platter.

Wireline Communications: The growth of broadband Internet has driven arange of new communication
standards including digital subscriber line (DSL) technology; Vol P, video-over-1P, and new serial communication
standards such as SATA, SAS and SGMII. DSP technology and serial communicationsis akey element to these
technologies.

Customers

We have licensed our cores, platforms and solutions to leading semiconductor companies throughout the
world. These companies incorporate our | P into application-specific chipsor custom-designed chipsthat they
manufacture, market and sell to original equipment manufacturers (OEMSs) of avariety of electronic products. We
aso license our cores and application 1P to OEMs directly. Included among our licensees are the following
customers; Atmel, Broadcom, Cirrus Logic, Eonex, Fujitsu, Hitachi, Infineon Technologies, Kawasaki, LS| Logic,
Maxim, Mitsubishi, Motorola, National Semiconductor, NEC, nVidia, Oki, Philips Semiconductors, Renesas,
Samsung, Seiko-Epson, Sharp Microelectronics, Sony, STMicroel ectronics, UMC and Zoran. The mgjority of our
licenses have royalty components, of which 15 were producing royalty revenues at the end of 2004. One customer
accounted for 12% of our total revenuesin 2004. The identity of our greater-than-10% customers varies from
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period-to-period, and we do not believe that we are materially dependent on any one or any small number of
licensees. Information on the geographic breakdown of our revenuesis contained in note 8 to our consolidated
financial statements, which appear elsewherein thisannual report.

Sales and Marketing

We license our technology through adirect salesforce. As of December 31, 2004, we had 21 employeesin
sales and marketing. We have sales offices and representation in 13 locations worldwide.

Maintaining close relationships with our customersisacentral part of our strategy. Wetypically launch
each new core, platform or solution upgrade with a signed license agreement with a blue-chip customer, which helps
ensure that we are clearly focused on viable applications that meet broad industry needs. Staying close to our
customers and strengthening these relationshipsis a significant part of our strategy. It allows usto create aroadmap
for the future development of existing cores and application IP, and it helps us to anticipate the next potential
applications for the market. We seek to use these relationships to deliver new productsin afaster time to market.

We use avariety of marketing initiatives to stimulate demand and brand awareness in our target markets.
These marketing efforts include contacts with industry analysts, presenting at key industry trade shows and
conferences, distributing global press rel eases, organizing customer seminars, posting information on our website,
issuing periodic newdetters and producing marketing materials. Our marketing group runs competitive
benchmarking analyses to help us maintain our competitive position.

Technical Support

We offer technical support services through our officesin Isragl, Ireland, the United Kingdom and the
United States. Our distributorsin Asia aso maintain engineers who provide technical support services for our
products. Our technical support servicesinclude:

*  assistance with implementation, responding to customer-specific inquiries, training and, when and if
they become available, distributing updates and upgrades of our products;

*  gpplication support, consisting of providing general hardware and software design examples, ready-to-
use software modules and guidelinesto our licenseesto assig them in using our technology; and

* design sarvices, consisting of creating customer-specific implementations of our DSP cores and
application I P offerings.

We believe that our technical support services are key factorsin our licensees' ability to embed our cores
and application IP in their designs and products. Our technology is highly complex, combining sophisticated DSP
cores architecture, integrated circuit designs and development tools. Effective customer support iscritical in helping
our customersto implement our solutions and helps to shorten the time to market for their applications. Our support
organization is made up of experienced engineers and professional support personnel. We conduct detailed technical
training for our licensees and their customers and meet with them on aregular basisto closely track the
implementation of our technology.

Research and Development

Our research and development team is focused on improving and enhancing our existing products as well
as devel oping new products to broaden our offering and market opportunity. These efforts are largely driven by
current and anticipated customer needs.

Our research and devel opment and customer technical support teams consist of 170 engineersworking in
six development centerslocated in Israel, Ireland, and the United Kingdom. This team consists of engineers who
possess significant experience in devel oping DSP cores and solutions. In addition, we engage third party contractors
with specialized skills sets as required to support our research and development. Our research and devel opment
expenses, net of related research grants, werein excess of $17 million in 2003 and 2004, and $8.4 million in 2002.
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We encourage our research and devel opment personnel to maintain active rolesin the various international
organizations that develop and maintain standards in the electronics and related industries. Thisinvolvement allows
usto influence the development of new standards; keeps us informed as to important new devel opments regarding
standards; and alows usto demonstrate our expertise to existing and potential customerswho also participatein
these standards-setting bodies.

Competition

The marketsin which we operate are intensely competitive. They are subject to rapid change and are
significantly affected by new product introductions. We compete with other suppliers of licensed DSP cores and
solutions. We believe that the principal competitive elementsin our field are processor performance, overall system
cost, power consumption, flexibility, reliability, software availability, ease of implementation, customer support and
reputation gained in over 10 years of successful DSP deployment. We believe that we compete effectively in each of
these areas, but can offer no assurance that wewill have the financial resources, technical expertise, and marketing
or support capabilitiesto compete successfully in the future.

The market is dominated by large, fully integrated semiconductor companies that have significant brand
recognition, alarge installed base and alarge network of support and field application engineers. We face direct and
indirect competition from:

* intellectua property vendorsthat offer programmable DSP cores;
* intellectual property vendors of general purpose processors with DSP extensions;

* internal design groups of large chip companies that develop proprietary DSP solutions for their own
application-specific chips; and

e semiconductor companiesthat offer off-the-shelf programmable DSP chips.

We face direct competition mainly from various private intellectual property companies such as StarCore, a
venture formed by Infineon Technologies, Agere Systems and Motorola. In addition, some large chip manufacturing
companies such as ZSP, adivision of LS| Logic, make their proprietary DSP technology available for license to
create a second source for their technology.

In recent years, we have also faced competition from companies that offer microcontroller/microprocessor
intellectual property. These companies’ products are used for control and system functionsin various applications,
including persona digital assistants and video games. Embedded systems typically incorporate both microprocessors
responsible for system management and a programmable DSP that is responsible for communi cation and
video/audio/voice compression. Recently, companies such as ARC, ARM Holdings, and MIPS, have added aDSP
extension to their products in addition to the microcontroller functions, which may successfully compete with our
designsin applications that involve lowto-moderate DSP performance requirements.

With respect to certain large potential customers, we also compete with internal engineering teams, which
may design programmable DSP core products in-house. These companies, which include Fujitsu, NEC and Philips,
both license our designs for some applications and use their own proprietary coresfor other applications. In the
future, such companies may also choose to license their proprietary DSP coresto third parties and, as aresullt,
become direct competitors.

We also competeindirectly with several general -purpose semiconductor companies, such as Agere
Systems, Analog Devices, Motorola and Texas I nstruments. OEMs may prefer to buy genera -purpose chips from
large, established semiconductor companies rather than license our products. In addition, these companies are mgjor
competitors of many of the semiconductor companiesthat license our technologies. It isalso possible that in the
future these companies may choose to license their proprietary DSP coresto third parties and compete directly
with us.
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Aside from the in-house research and development groups, we do not compete with any individual
company across the range of our market offerings. Within particular market segments, however, we do face
competition to agreater or lesser extent from other industry participants. For example, in the following specific
areas we compete with the companies indicated:

* inthe Bluetooth technology area— with NewL ogic;
* inthe GPS market— with SIRF, Snaptrack and Trimble; and
* inthe multimedia market—with ARM and Hantro.

Proprietary Rights

Our success and ability to compete are dependent on our ability to develop and maintain the proprietary
aspects of our intellectual property and to operate without infringing the proprietary rights of others. Werely ona
combination of patent, trademark, trade secret and copyright laws and contractual restrictionsto protect the
proprietary aspects of our technology. These legal protections afford only limited protection of our technology. We
also seek to limit disclosure of our intellectual property and trade secrets by requiring employees and consultants
with access to our proprietary information to execute confidentiality agreements with us and by restricting access to
our source code and other intellectual property. Due to rapid technological change, we believe that factors such as
the technological and creative skills of our personnel, new product devel opments and enhancementsto existing
products are more important than specific legal protections of our technology in establishing and maintaining a
technology leadership position.

We have an active program to protect our proprietary technology through thefiling of patents. Our patents
relate to our DSP cores, DSP subsystems and Application | P technology. We hold 36 patentsin the United States
and 10 patentsin the EMEA region with expiration dates between 2013 and 2023. We have 31 patent applications
pending in the United States, 12 pending patent applicationsin the EMEA region and 7 pending patent applications
inAsa

We actively pursue foreign patent protection in other countries where we fed it is prudent to do so. Our
policy isto apply for patents or for other appropriate statutory protection when we devel op val uable new or
improved technology. The status of patents involves complex legal and factual questions, and the breadth of claims
alowed is uncertain. Accordingly, we cannot be assured that any patent application filed by uswill result in a patent
being issued, or that our issued patents, and any patents that may be issued in the future, will afford adequate
protection against competitors with similar technology; nor can we be assured that patents i ssued to us will not be
infringed or that others will not design around our technology. In addition, the laws of certain countries in which our
products are or may be devel oped, manufactured or sold may not protect our products and intellectua property
rightsto the same extent as the laws of the United States. We can provide no assurance that our pending patent
applications or any future applicationswill be approved or will not be challenged by third parties, that any issued
patents will effectively protect our technology, or that patents held by third parties will not have an adverse effect on
our ability to do business.

The semiconductor industry is characterized by frequent litigation regarding patent and other intellectua
property rights. Questions of infringement in the semiconductor field involve highly technical and subjective
analyses. Litigation may in the future be necessary to enforce our patents and other intellectual property rights, to
protect our trade secrets, to determine the vaidity and scope of the proprietary rights of others, or to defend against
claims of infringement or invalidity. We cannot assure you that we would be able to prevail in any such litigation, or
be able to devote the financial resources required to bring such litigation to a successful conclusion.

In any potential disputeinvolving our patents or other intellectual property, our licensees could also
become the targets of litigation. We are generally bound to indemnify licensees under the terms of our license
agreements. Although our indemnification obligations are generally subject to a maximum amount, these obligations
could nevertheless result in substantial expenses. In addition to the time and expense required for usto indemnify
our licensees, alicensee' s development, marketing and sale of products embodying our solutions could be severely
disrupted or shut down as aresult of litigation.
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We also rely on trademark, copyright and trade secret laws to protect our intellectual property. We have
applied for the registration in the United States of our trademark in the name CEV A and the related CEV A logo, and
currently market our DSP cores and other technology offerings under this trademark.

Employees

The table below presents the number of employees of CEV A as of December 31, 2004, by function and
geographic location.

Number
Total employees 227
Function
Research and devel opment 163
Sales and marketing 21
Technica support 7
Administration 36
Location
Israel 93
Ireland 77
United Kingdom 23
United States 21
Elsewhere 13

Our employees are not represented by any collective bargaining agreements, and we have never
experienced awork stoppage. We believe our employee relations are good.

A number of our employees arelocated in Isragl. Certain provisions of Israeli law and of the collective
bargaining agreements between the Histadrut (General Federation of Labor in Isragl) and the Coordination Bureau
of Economic Organizations (the | sraeli federation of employers’ organizations) apply to our Israeli employees.

In 2004, we finaized and adopted a new Code of Business Conduct and Ethics regarding the standards of
conduct of our directors, officers and employees and the Code is available on our website at www.ceva-dsp.com.

Corporate History

Our company was incorporated in Delaware on November 22, 1999 under the name DSP Cores, Inc. It
changed its name to ParthusCeva, Inc. in November 2002 and to CEV A, Inc. in December 2003. Further details are
contained initem 7 - Business Overview.

Available Information

Our annual reportson Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
amendments to reports pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, are
available, free of charge, on our website at www.ceva-dsp.com, as soon as reasonably practicable after such reports
are electronically filed with the Securities and Exchange Commission and are also available of the SEC’ swebsite at
WWW.SEC.QOV.

Our website and the information contained therein or connected thereto are not intended to be incorporated
into this Annual Report on Form 10-K.
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FACTORS THAT COULD AFFECT OUR OPERATING RESULTS

We caution you that the following important factors, among others, could cause our actual future results to
differ materially from those expressed in forward-looking statements made by or on behalf of us in filings with the
Securities and Exchange Commission, press releases, communications with investors and oral statements. Any or all
of our forward-looking statements in this Annual Report, and in any other public statements we make, may turn out
to be wrong. They can be affected by inaccurate assumptions we might make or by known or unknown risks and
uncertainties. Many factors mentioned in the discussion below will be important in determining future results. We
undertake no obligation to publicly update any forward-looking statements, whether as a result of new information,
future events or otherwise. You are advised, however, to consult any further disclosures we make in our reports filed
with the Securities and Exchange Commission.

RISKS RELATING TO OUR MARKETS

The industries in which we license our technology have experienced a challenging period of slow growth that
has negatively impacted and could continue to negatively impact our business and operating results.

The primary customers for our products are semiconductor design and manufacturing companies, system
OEMs and el ectronic equipment manufacturers, particularly in the telecommunications field. Theseindustries are
highly cyclical and have been subject to significant economic downturns at various times, particularly in recent
periods. These downturns are characterized by production overcapacity and reduced revenues, which at times may
encourage semiconductor companies or el ectronic product manufacturers to reduce their expenditure on our
technology. During 2001, the semiconductor industry as awhole experienced the most severe contraction in its
history, with total semiconductor sales worldwide declining by more than 30%, according to the Semiconductor
Industry Association. The market for semiconductors used in mobile communications was particularly hard hit, with
the overall declinein sales worldwide estimated by Gartner Dataquest to have been well above 30%. These adverse
conditions stabilized but did not improve during the course of 2002. During the course of 2003 and 2004, arecovery
appeared to begin although this recovery began to slow in the later half of 2004. If this apparent recovery is not
sustained through 2005 and beyond our business could be further materialy and adversely affected.

The markets in which we operate are highly competitive, and as a result we could experience a loss of sales,
lower prices and lower revenue.

The markets for the products in which our technology is used are highly competitive. Aggressive
competition could result in substantial declinesin the pricesthat we are able to charge for our intellectual property.
It could also cause our existing customersto move their ordersto our competitors. Many of our competitors are
large companiesthat have significantly greater financial and other resources than we have.

In addition, we may face increased competition from smaller, niche semiconductor design companiesin the
future. Some of our customers may a so decide to satisfy their needs through in-house design and production. We
compete on the basis of price, product quality, design cycle time, reliability, performance, customer support, name
recognition and reputation, and financial strength. Our inability to compete effectively on these bases could have a
material adverse effect on our business, results of operations and financia condition.

Our operating results fluctuate from quarter to quarter due to a variety of factors, including our lengthy
sales cycle, and are not a meaningful indicator of future performance.

In some quarters our operating results could be below the expectations of securities analysts and investors,
which could cause our stock priceto fal. Factorsthat may affect our quarterly results of operationsin the future
include, among other things:

* thetiming of the introduction of new or enhanced technologies, as well as the market acceptance of
such technologies;

* new product announcements and introductions by competitors;

* thetiming and volume of orders and production by our customers, aswell asfluctuationsin royalty
revenues resulting from fluctuations in unit shipments by our licensees;

* ourlengthy salescycle
* thegainorlossof significant licensees; and

* changesin our pricing policies and those of our competitors.
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We rely significantly on revenue derived from a limited number of licensees.

We expect that alimited number of licensees, varying in identity from period-to-period, will account for a
substantial portion of our revenuesin any period. Moreover, license agreements for our DSP cores have not
historically provided for substantial ongoing license payments, although they may provide for royalties based on
product shipments. Significant portions of our anticipated future revenue, therefore, will likely depend upon our
success in attracting new customers or expanding our relationships with existing customers. Our ability to succeed in
these efforts will depend on avariety of factors, including the performance, quality, breadth and depth of our current
and future products and our sales and marketing skills. Our failure to obtain future customer licenses would impede
our future revenue growth.

We depend on market acceptance of third-party semiconductor intellectual property.

Our future growth will depend on the level of acceptance by the market of our third-party, licensable
intellectual property model and the variety of intellectual property offerings available on the market, which to a
large extent are not in our control. If the market shifts and third-party SIPisno longer desired by our customers, our
business, results of operations and financia condition could be materially harmed.

We depend on the success of our licensees to promote our solutions in the marketplace.

We do not sell our technology directly to end-users; we license our technology primarily to semiconductor
companies and to e ectronic equipment manufacturers, who then incorporate our technology into the products they
sell. Because we do not control the business practices of our licensees, we do not influence the degree to which they
promote our technology or set the prices at which they sell products incorporating our technology. We cannot assure
you that our licensees will devote satisfactory effortsto promote our solutions. In addition, our unit royalties from
licenses are totally dependent upon the success of our licenseesin introducing productsincorporating our technology
and the success of those products in the marketplace. If we do not retain our current licensees and continue to attract
new licensees, our business may be harmed.

We depend on a limited number of key personnel who would be difficult to replace.

Our success depends to a significant extent upon our key employees and senior management; the loss of the
service of these employees could materially harm us. Competition for skilled employeesin our field isintense. We
cannot assure you that we will be successful in attracting and retaining the required personnel.

RISKS RELATING TO OUR
SEPARATION FROM DSP GROUP

We could be subject to joint and several liability for taxes of DSP Group.

Asaformer member of agroup filing consolidated income tax returns with DSP Group, we could be liable
for federal income taxes of DSP Group and other members of the consolidated group, including taxes, if any,
incurred by DSP Group on the distribution of our stock to the stockholders of DSP Group. DSP Group has agreed to
indemnify us against these taxes, other than taxes for which we have agreed to indemnify DSP Group pursuant to
the terms of the tax indemnification and allocation agreement and separation agreement we entered into with DSP
Group.
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ADDITIONAL RISKS RELATING TO OUR BUSINESS
Our success will depend on our ability to manage our geographically dispersed operations successfully.

Although we are headquartered in San Jose, California, most of our employees are located in Israel and
Ireland. Accordingly, our ability to compete successfully will depend in part on the ability of alimited number of
key executives located in geographically dispersed officesto integrate management, address the needs of our
customers and respond to changes in our markets. If we are unable to effectively manage our remote operations, our
business may be harmed.

Our operations in Israel may be adversely affected by instability in the Middle East region.

One of our principal research and development facilitiesislocated in, and some of our directors and
executive officers are residents of, Israel. Although substantially all of our sales currently are being made to
customers outside Israel, we are nonethel ess directly influenced by the political, economic and military conditions
affecting Israel. Any mgjor hostilitiesinvolving Isragl could significantly harm our business, operating results and
financial condition.

In addition, certain of our officers and employees are currently obligated to perform annual reserve duty in
the Isradl Defense Forces and are subject to being called for active military duty at any time. Although we have
operated effectively under these requirements since our inception, we cannot predict the effect of these obligations
on the company in the future. Our operations could be disrupted by the absence, for a significant period, of one or
more of our officers or key employees dueto military service.

If we are unable to meet the changing needs of our end-users or to address evolving market demands, our
business may be harmed.

The markets for programmable DSP cores and application | P are characterized by rapidly changing
technology, emerging markets and new and devel oping end-user needs, requiring significant expenditure for
research and devel opment. We cannot assure you that we will be able to introduce systems and solutions that reflect
prevailing industry standards on atimely basis, to meet the specific technical requirements of our end-users or to
avoid significant losses due to rapid decreases in market prices of our products, and our failure to do so may
serioudy harm our business. In addition, the reduction in the number of our employees in connection with our recent
restructuring efforts could adversely affect our ability to attract or retain customers who require certain R&D
capabilitiesfrom their |P providers.

We may seek to expand our business through acquisitions that could result in diversion of resources and
extra expenses.

We may pursue acquisitions of businesses, products and technologies, or establish joint venture
arrangementsin the future that could expand our business. The negotiation of potential acquisitionsor joint
ventures, aswell astheintegration of acquired or jointly developed businesses, technologies or products could cause
diversion of management’ stime and our resources. We may not be able to successfully integrate acquired businesses
or joint ventures with our operations. If we were to make any acquisition or enter into ajoint venture, we may not
receive the intended benefits of the acquisition or joint venture. If future acquisitions or joint ventures disrupt our
operations, or if we have difficulty integrating the businesses or technol ogies we acquire, our business, financial
condition and results of operations could suffer.

We may not be able to adequately protect our intellectual property.

Our success and ability to compete depend in large part upon the protection of our proprietary technologies.
Werely on acombination of patent, copyright, trademark, trade secret, mask work and other intellectual property
rights, confidentiality procedures and licensing arrangements to establish and protect our proprietary rights. These
agreements and measures may not be sufficient to protect our technology from third-party infringement, or to protect
us from the claims of others. Asaresult, we face risks associated with our patent position, including the potential
need to engage in significant legal proceedingsto enforce our patents, the possibility that the validity or
enforceability of our patents may be denied, the possibility that third parties will be able to compete against us
without infringing our patents and the possibility that our products may infringe patent rights of third parties.
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Our trade names or trademarks may be registered or utilized by third partiesin countries other than those in
which we have registered them, impairing our ability to enter and compete in these markets. If we were forced to
change any of our brand names, we could lose asignificant amount of our brand equity.

Our business will suffer if we are sued for infringement of the intellectual property rights of third parties or if
we cannot obtain licenses to these rights on commercially acceptable terms.

Although we are not currently involved in any litigation, we are subject to the risk of adverse claims and
litigation aleging infringement of theintellectual property rights of others. There are alarge number of patents held
by others, including our competitors, pertaining to the broad areas in which we are active. We have not, and cannot
reasonably, investigate all such patents. From time to time, we have become aware of patentsin our technology
areas and have sought legal counsel regarding the validity of such patents and their impact on how we operate our
business, and we will continue to seek such counsel when appropriate in the future. Claims against us may require us
to enter into license arrangements or result in protracted and costly litigation, regardless of the merits of these
claims. Any necessary licenses may not be available or, if available, may not be obtainable on commercial ly
reasonable terms. If we cannot obtain necessary licenses on commercially reasonable terms, we may be forced to
stop licensing our technology, and our business would be seriously harmed.

Our business depends on OEMs and their suppliers obtaining required complementary components.

Some of the raw material's, components and subassembliesincluded in the products manufactured by our
OEM customers are obtained from alimited group of suppliers. Supply disruptions, shortages or termination of any
of these sources could have an adverse effect on our business and results of operations due to the delay or
discontinuance of ordersfor products containing our I P, especially our DSP cores, until those necessary components
areavailable.

The future growth of our business depends in part on our ability to license to system OEMs and small-to-
medium-sized semiconductor companies directly and to expand our sales geographically.

Historically asubstantial portion of the revenues from the licensing of our products has been derived in any
period from arelatively small number of licensees. Because of the substantial license fees we charge, our customers
tend to be large semiconductor companies or vertically integrated system OEMSs. Part of our current growth strategy
isto broaden the adoption of our products by small to mid-size companies by offering different versions of our
products, targeted at these companies. In addition we plan to continue expanding our salesto include additional
geographies. Asig, in particular, is aregion we have targeted for growth. If we are unable to effectively develop and
market our intellectual property through these models, our revenues will continue to be dependent on asmaller
number of licensees and aless geographically dispersed pattern of licensees, which could harm our business and
results of operations.

Our independent registered public accounting firm may decline to attest on the adequacy of our internal
controls over financial reporting as required by Section 404 of the Sarbanes-Oxley Act of 2002.

The Securities and Exchange Commission, as directed by Section 404 of the Sarbanes-Oxley Act of 2002,
adopted rules requiring public companiesto include areport of management on interna controls over financia
reporting in their annual reports on Form 10-K that contain an assessment by management of the effectiveness of the
Company’ sinternal controls over financial reporting. In addition, the Company’ s independent registered public
accounting firm must attest to and report on management’ s assessment of the effectiveness of theinternal controls
over financial reporting. Although we intend to diligently and vigorously review our internal controls over financial
reporting in order to ensure compliance with the Section 404 requirements on an annual basis, if our independent
registered public accounting firmis not satisfied with our internal controls over financial reporting or the level at
which these controls are documented, designed, operated or reviewed, or if the independent registered public
accounting firm interprets the requirements, rules and/or regulations differently from us, then they may declineto
attest to management’ s assessment or may issue areport that is qualified. This could result in an adversereaction in
the financial marketplace due to aloss of investor confidence in the reliability of our consolidated financial
statements, which ultimately could negatively impact our stock price.
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Changes in accounting rules for stock-based compensation may adversely affect our operating results, our
stock price and our competitiveness in the employee marketplace.

We have a history of using employee stock options and other stock-based compensation to hire, motivate
and retain our workforce. In December 2004, the Financia Accounting Standards Board issued Statement of
Financial Accounting Standards No. 123R, “ Share-Based Payment,” which will require us, starting in the second
half of 2005, to measure compensation costs for al stock-based compensation (including stock options and our
employee stock purchase plan) at fair value and to recognize these costs as expenses in our statements of operations.
The recognition of these expensesin our statements of operationswill result in lower earnings per share, which
could negatively impact our future stock price. In addition, if we reduced or ater our use of stock-based
compensation to minimize the recognition of these expenses, our ability to recruit, motivate and retain employees
may be impaired, which could put us at acompetitive disadvantage in the employee marketplace.

ADDITIONAL RISKS RELATING TO OUR
INTERNATIONAL OPERATIONS

The Israeli tax benefits that we currently receive and the government programs in which we participate
require us to meet certain conditions and may be terminated or reduced in the future, which could increase
our costs.

We enjoy certain tax benefitsin Isragl, particularly as aresult of the “ Approved Enterprise” status of our
facilities and programs. To maintain our eligibility for these tax benefits, we must continue to meet certain
conditions, relating principally to adherence to the investment program filed with the Investment Center of the
Isradli Ministry of Industry and Trade and to periodic reporting obligations. We believe that we will be able to
continue to meet such conditions. Should we fail to meet such conditions in the future, however, these benefits
would be cancelled and we would be subject to corporate tax in Isradl at the standard rate of 36% and could be
required to refund tax benefits already received. In addition, we cannot assure you that these grants and tax benefits
will be continued in the future at their current levels or otherwise. The termination or reduction of certain programs
and tax benefits (particularly benefits available to us as aresult of the Approved Enterprise status of our facilities
and programs) or arequirement to refund tax benefits already received may serioudly harm our business, operating
results and financia condition.

Our corporate tax rate may increase, which could adversely impact our cash flow, financial condition and
results of operations.

We have significant operationsin the Republic of Ireland and a substantial portion of our taxableincome
historically has been generated there. Currently, some of our Irish subsidiaries are taxed at rates substantially lower
than U.S. tax rates. Although there is no expectation of any changesto Irish tax law, if our Irish subsidiaries were no
longer to qualify for these lower tax rates or if the applicable tax laws were rescinded or changed, our operating
results could be materialy adversely affected. In addition, because our Irish and Isragli operations are owned by
subsidiaries of aU.S. corporation, distributions to the U.S. corporation, and in certain circumstances undistributed
income of the subsidiaries, may be subject to U.S. tax. Moreover, if U.S. or other foreign tax authoritieswere to
change applicable foreign tax laws or successfully challenge the manner in which our subsidiaries’ profitsare
currently recognized, our overall taxes could increase, and our business, cash flow, financial condition and results of
operations could be materially adversely affected.
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ITEM 2. PROPERTIES

Our headquarters are located in San Jose, Californiaand we have principal officesin Herzeliya, Israel and
Dublin, Ireland.

We lease land and buildings for our executive offices, engineering, sales, marketing, administrative and
support operations and design centers. The following table summarizes information with respect to the principa
facilities leased by us as of December 31, 2004:

Area
Location (Sq. Feet) Principal Activities
San Josg, CA, U.S. 9,450 Headquarters; sales; marketing; administration
Herzeliya, Israel 15,800 Research and devel opment; administration
Dublin, Ireland 26,600 Research and development; administration
Cork, Ireland 10,000 Research and devel opment
Limerick, Iredland 4,000 Research and development
Belfast, Northern Ireland 2,600 Research and devel opment
Daventry, England 2,120 Research and development

In connection with the re-alignment of our business described in Item 7 — Management’ s Discussion and
Analysis of Financial Condition and Results of Operations, we have reviewed and continue to evaluate our property
needs and to consider appropriate steps to most efficiently house our operations. We have made provisionsin our
financial statements for the underutilized building operating |ease obligations we anticipate. We believe that these
facilities are suitable and adequate to meet our current operating needs.

ITEM 3. LEGAL PROCEEDINGS

From timeto time, we are involved in litigation relating to claims arising out of our operationsin the
normal course of business. We are not a party to any legal proceedings, the adverse outcome of which, in
management’ s opinion, would have amaterial adverse effect on our results of operations or financial position.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.
EXECUTIVE OFFICERS OF THE REGISTRANT

Below are the names, ages and principal recent business experience of our current executive officers as of
March 2, 2005. All such persons have been appointed by our board of directorsto serve until their successors are
appointed and qualified or until their earlier resignation or removal.

Chester J. Silvestri, age 56, has served as our Chief Executive Officer and President and as a member of
our Board of Directors since June 2003 and as Chairman of our Board of Directors since February 2004. Mr.
Silvestri has more than 25 years' experience in the semiconductor industry, beginning as a design engineer and
progressing through R& D, marketing, sales and executive management positions. From January to May 2003, Mr.
Silvestri was a private investor and previoudly, from 1999 to 2002, Mr. Silvestri held the position of CEO of Arcot
Systems, a developer of credit card authentication software. Previously Mr. Silvestri held the position of chief
operating officer of Tripath Technology, Inc., president of the Microelectronic Divi sion of SUN Microsystems, Inc.,
and vice president and genera manager of the Technology Licensing division of MIPS Computer Systems, Inc.

Gideon Wertheizer, age 48, has held various positionswith CEV A since November 2002 and currently
serves as our Executive Vice President, CEVA DSP Cores. Previously he served as our Executive Vice President—
Business Development & Chief Technology Officer, and as our Chief Executive Officer & President. Prior to
joining us, Mr. Wertheizer was with DSP Group from 1990, ultimately as Executive Vice President of Intellectual
Property.
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Christine Russell, age 55, has served as our Chief Financial Officer, Treasurer and Secretary since October
2003. Ms. Russell has been afinancial executive in technology businesses for morethan 20 years, most recently
from 1997 to 2003 as CFO of Persistence Software, Inc., a Nasdaq listed company. Previously, from 1995 to 1997
Ms. Russell was CFO of Cygnus Solutions (RedHat), a provider of development tools and platforms for embedded
technologies, and served in various financia executive positionswith Xerox for 8 years. Ms. Russell isadirector
and chair of the audit committee of Peak International, Ltd. Ms Russell also serves on the Ethics and Eligibility
Committee of Financial Executives International, a professional group of over 15,000 CFOs, Controllers and
Treasurers.

Issachar Ohana, age 39, has served as our Vice President, Worldwide Sales since November 2002. Prior to
joining us, Mr. Ohana was with DSP Group beginning in August 1994 asa VLS| design engineer. He was appointed
Project Manager of DSP Group' s research and development in July 1995, Director of Core Licensing in August
1998, and Vice President—Sales of the Core Licensing Division in May 2000.

21



PART I

ITEMS. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock began trading on The NASDAQ National Market and the London Stock Exchange on
November 1, 2002. Our common stock currently trades under the ticker symbol “CEVA” on NASDAQ and under
theticker symbol “CVA” on the London Stock Exchange. As of March 2, 2005, there were 8,680 holders on record
of our common stock, some of whom are holders in nominee name for the benefit of different shareholders. The
closing price of our common stock on The NASDAQ National Market on March 2, 2005 was $8.16 per share. The
following table setsforth, for the periodsindicated, the range of high and low closing prices per share of our
common stock, as reported on The NASDAQ National Market.

Price Range of
Common Stock

High Low
2002
Fourth Quarter (from November 1) $ 7.01 $4.47
2003
First Quarter $ 5.89 $2.95
Second Quarter $ 8.18 $3.18
Third Quarter $10.23 $7.37
Fourth Quarter $1041 $7.37
2004
First Quarter $11.83 $8.64
Second Quarter $10.01 $7.72
Third Quarter $ 844 $6.65
Fourth Quarter $ 911 $7.50

We have never paid any cash dividends. Weintend to retain future earnings, if any, to fund the
development and growth of our business and currently do not anticipate paying cash dividends in the foreseeable
future.

Information as of December 31, 2004 regarding options granted under our option plans and remaining
available for issuance under those plansis contained in the definitive 2005 Proxy Statement and incorporated herein
by reference.

2005 Annual Meeting of Stockholders
We anticipate that the 2005 annual meeting of our stockholders will be held on May 9, 2005.
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

A magjority of our revenues and a portion of our expenses are transacted in U.S. dollars and our assets and
liabilities together with our cash holdings are predominately denominated in U.S. dollars. However, the bulk of our
expenses are denominated in currencies other than the U.S. dollar, principally the euro and the Israeli NIS. Increases
in the volatility of the exchange rates of the euro and the NIS versusthe U.S. dollar could have an adverse effect on
the expenses and liabilities that we incur when trandated into U.S. dollars. We review our monthly expected non-
US dollar denominated expenditure and look to hold equivaent non-U.S. dollar cash balances to mitigate currency
fluctuations and this has resulted in a neutral foreign exchange impact in 2004.

Weincurred foreign exchange | osses of approximately $687,000 in 2003 and $484,000 in 2002, arising
principally on euro liabilities as aresult of the appreciation of the euro against the U.S. dollar. Asaresult of such
currency fluctuations and the conversion to U.S. dollars for financia reporting purposes, we may experience
fluctuationsin our operating results on an annual and a quarterly basis going forward. We have not in the past, but
may in the future, hedge against fluctuationsin exchange rates. Future hedging transactions may not successfully
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mitigate losses caused by currency fluctuations. We expect to continue to experience the effect of exchangerate
fluctuations on an annual and quarterly basis, and currency fluctuations could have amateria adverse impact on our
results of operations.

Weinvest our cash in high grade certificates of deposits and U.S. government and agency securities. Cash
held by foreign subsidiariesis generally held in short-term time deposits denominated in the local currency.

Net interest income was $759,000 in 2004, $750,000 in 2003 and $277,000 in 2002. We are exposed
primarily to fluctuationsin the level of U.S. and EMU interest rates. To the extent that interest ratesrise, fixed
interest investments may be adversely impacted, whereas a decline in interest rates may decrease the anticipated
interest income for variable rate investments.

We are exposed to financial market risks, including changesin interest rates. We typically do not attempt to
reduce or eliminate our market exposures on our investment securities because the majority of our investments are
short-term. We do not have any derivative instruments.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

Not Applicable.
ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures.

Our management eval uated, with the participation of our chief executive officer and chief financial officer,
the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934) as of December 31, 2004. Based on such evaluation, our chief executive officer
and chief financial officer have concluded that, as of such date, our disclosure controls and procedures are (1)
designed to ensure that material information relating to CEV A, including our consolidated subsidiaries, is made
known to them by others within those entities, particularly in the period in which this report was being prepared and
(2) effective, in that they provide reasonabl e assurance that information required to be disclosed by usin the reports
that wefile or submit under the Exchange Act is recorded, processed, summarized and reported within the time
periods specified in the SEC' srules and forms.

Management’s Annual Report on Internal Control Over Financial Reporting.

The Sarbanes-Oxley Act of 2002 (the “ Act”) imposed many requirements regarding corporate governance and
financial reporting. One requirement under section 404 of the Act, beginning with this annual report, isfor
management to report on the Company’ sinternal controls over financia reporting and for our independent
registered public accountants to attest to this report. In late November 2004, the Securities and Exchange
Commission issued an exemptive order providing a 45 day extension for thefiling of these reports and attestations
by eligible companies. We elected to utilize this 45 day extension, therefore, this Form 10-K does not include these
reports. These reports will beincluded in an amended Form 10-K expected to befiled in March 2005. During 2004,
we spent considerable time and resources analyzing, documenting and testing our system of interna controls.
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ITEM 9B. OTHER INFORMATION

On March 17, 2005, wefiled aForm 8-K with the notifying the SEC that our Annua Report on Form 10-K for
the fiscal year ended December 31, 2004 could not be filed within the prescribed time period.

During the quarter ended December 31, 2004, we entered into alicense upgrade agreement with one of our
existing customers who is devel oping wireless and multimedia software solutions around the licensed CEVA DSP
core. We recognized as revenue under this agreement $846,000, a portion of such license, for the quarter ended
December 31, 2004. Separately, in January 2005, we entered into an engineering services agreement with the same
party to develop a suite of audio software to support our multimedia solutions licensing business.

Under SOP 97-2, revenues are recognized by us when: (1) collectability is probable; (2) delivery has occurred;
(3) thelicense feeisfixed or determinable; and (4) persuasive evidence of an arrangement exists. We assess whether
collectability is probable at the time of the transaction based on a number of factors, including the customer’s past
transaction history and credit worthiness. If we determine that the collection of the fee is not probable, we defer the
fee and recognize revenue at the time collection becomes probable, which is generally upon the receipt of cash.
Where a third party who is a licensee of their intellectua property also provides us with subcontract design services
under a separate agreement, we evaluate each of the agreements to determine that they are clearly separable and that
they reflect the fair value of each element of the agreements in order to determine the appropriate revenue
recognition. As of December 31, 2004, we had received $775,000 of the license fee due under the license upgrade
agreement.

In preparing our financia statements for the three months and year ended December 31, 2004, our
management reviewed the license upgrade agreement and services agreement and determined that the agreements
were separable and that each reflected the fair value of each element of these agreements. Our management also
contemporaneously reviewed the facts and circumstances of these agreements with our independent auditors.
Subsequently, in January, our Audit Committee reviewed with management and with our independent auditors the
revenue recognition treatment of the license upgrade agreement for the quarter ended December 31, 2004. Based on
thisreview, we recognized $846,000 of revenue related to this agreement, which was reflected in our operating
results for our fourth fiscal quarter and fiscal year ended December 31, 2004 set forth in the press rel ease previously
furnished by us on aForm 8-K dated February 2, 2005.

In connection with our independent auditorsfinal review of the audited financial statements of the Company
to beincluded in our Annual Report on Form 10-K for the fiscal year ended December 31, 2004, our independent
auditorsinformed us on March 9, 2005 that they are now further reviewing the revenue recognition treatment of this
license upgrade agreement and we are currently discussing with our independent auditors whether aportion or all of
the revenue recognized in our 2004 fourth fiscal quarter related to thislicense upgrade agreement should be deferred
to future periods. If al of the revenues are deferred to future periods, we would expect to report revenues for our
fiscal year and fourth fiscal quarter ended December 31, 2004 of $37.7 million and $9.2 million, respectively,
instead of the $38.5 million and $10.0 million previously set forth in our press release furnished on our Form 8-K
dated February 2, 2005. In thisinstance we also would expect to report a decrease in net income of $466,000 from
the amounts previously disclosed from $2.1 million to$1.7 million for the full 2004 fiscal year and from $0.7
million to $0.2 million for the 2004 fourth fiscal quarter. Thiswould result in a decrease in our net income per share
from $0.11 to $0.09 for the full 2004 fiscal year and from $0.03 to $0.01 for 2004 fourth fiscal quarter.
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PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT
The information regarding our directors required by thisitem isincorporated herein by reference tothe
2005 Proxy Statement. Information regarding the members of the Audit Committee, our code of business conduct
and ethics, the identification of the Audit Committee Financial Expert, shareholder nominations of directors and
compliance with Section 16(a) of the Securities Exchange Act of 1934 is also incorporated herein by referenceto the
2005 Proxy Statement.

Theinformation regarding our executive officers required by thisitemis contained in Part | of this annual
report.

ITEM 11. EXECUTIVE COMPENSATION
The information required by thisitem isincorporated herein by reference to the 2005 Proxy Statement.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCK HOLDER MATTERS

Theinformation required by thisitem isincorporated herein by reference to the 2005 Proxy Statement.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Theinformation required by thisitem isincorporated herein by reference to the 2005 Proxy Statement.
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this itemsisincorporated herein by reference to the2005 Proxy Statement.
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PART IV

ITEM 15. EXHIBITS

The Exhibitsfiled as part of this Annual Report on Form 10-K are listed on the Exhibit Index immediately
preceding such Exhibits, which Exhibit Index isincorporated herein by reference. Some of these documents have
previoudly been filed as exhibits with the Securities and Exchange Commission and are being incorporated herein by
reference to such earlier filings. CEVA’sfile number under the Securities Exchange Act of 1934 is 000-49842.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant
has duly caused thisreport on Form 10-K to be signed on its behalf by the undersigned, thereunto duly authorized.

CEVA, INC.

By: /s/ CHESTER J. SILVESTRI

Chester J. Silvestri
Chairman, President and Chief
Executive Officer

March 16, 2005

Pursuant to the requirements of the Securities Exchange Act of 1934, this report on Form 10-K has been
signed below by the following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/ CHESTER J. SILVESTRI Chairman, President and March 16, 2005
Chester J. Silvestri Chief Executive Officer
(Principa Executive Officer)
/s/ CHRISTINE RUSSEL L Chief Financia Officer and March 16, 2005
Chrigtine Russdll Treasurer (Principa Financia Officer and
Principal Accounting Officer)
/s ELIYAHU AYALON Director March 16, 2005
Eliyahu Ayaon
/s/ BRIAN LONG Director March 16, 2005
Brian Long
/sl Zvi LIMON Director March 16, 2005
Zvi Limon
/s/ BRUCE MANN Director March 16, 2005
Bruce Mann
/s/ PETER M cMANAMON Director March 16, 2005
Peter McManamon
/s/ SVEN-CHRISTER-NILSSON Director March 16, 2005
Sven-Christer Nilsson
/sl Louis SLVER Director March 16, 2005
Louis Silver
/s/ DAN TOCATLY Director March 16, 2005
Dan Tocatly
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EXHIBIT INDEX

Exhibit

Number Description

2.1(2) Combination Agreement, dated as of April 4, 2002, among DSP Group, Inc., the Registrant and
CEVA Technologies Limited (formerly Parthus Technologies plc)

2.2(2) Amendment No. 1 to Combination Agreement, dated as of August 29, 2002, among DSP Group, Inc.,
the Registrant and CEV A Technologies Limited (formerly Parthus Technologies plc)

3.1(1) Amended and Restated Certificate of Incorporation of the Registrant

3.2(3) Certificate of Ownership and Merger (merging CEVA, Inc. into ParthusCeva, Inc.)

3.3(8) Second Amended and Restated Bylaws of the Registrant

3.4(9) Bylaws Amendment to the Second Amended and Restated Bylaws of the Registrant

3.5(10) Bylaws Amendment to the Second Amended and Restated Bylaws of the Registrant

4.1(2) Specimen of Common Stock Certificate

10.1(4) Separation Agreement among DSP Group, Inc., DSP Group, Ltd., the Registrant, CEVA
Technologies, Inc. (formerly DSP Ceva, Inc.) and CevaD.S.P. Ltd. (formerly Corage, Ltd.) dated as
of November 1, 2002

10.2(4) Tax Indemnification and Allocation Agreement between DSP Group, Inc. and the Registrant dated as
of November 1, 2002

10.3(4) Technology Transfer Agreement between DSP Group, Inc. and the Registrant dated as of November
1, 2002

10.4(4) Technology Transfer Agreement between DSP Group, Ltd. and CevaD.S.P. Ltd. (formerly Corage,
Ltd.) dated as of November 1, 2002

10.5(4) Technology Transfer Agreement between CEVA Technologies, Inc. (formerly DSP Ceva, Inc.) and
the Registrant dated as of November 1, 2002

10.6(2)t CEVA, Inc. 2000 Stock Incentive Plan

10.7(2)t CEVA, Inc. 2002 Stock Incentive Plan

10.8(2)t CEVA, Inc. 2002 Employee Stock Purchase Plan

10.9(5)t CEVA, Inc. 2003 Director Stock Option Plan

10.10(6) T Parthus 2000 Share Option Plan

10.13(1) Form of Indemnification Agreement executed between the Registrant and each of Eliyahu Ayalon,
Brian Long, Bruce Mann, Sven-Christer Nilsson, Issachar Ohana, Bat-Sheva Ovadia, Christine
Russell, Louis Silver, Chester J. Silvestri and Gi deon Wertheizer

10.17(4)t Employment Agreement between the Registrant and Gideon Werthei zer dated as of November 1,
2002

10.18(4)t Employment Agreement between the Registrant and | ssachar Ohana dated as of November 1, 2002

10.21(5)t Letter Agreement between CEVA, Inc. and Chester J. Silvestri dated as of June 2, 2003

10.22(7) Letter Agreement between CEV A, Inc. and Christine Russell dated as of September 5, 2003

10.23(8) L ease dated November 8, 1996 with Veton Properties Limited, as amended by an Assignment dated
May 16, 2003 and Memorandum of Rent Review dated as of May 23, 2003.

211 Subsidiaries of the Registrant

23.1* Consent of Ernst & Y oung, Chartered Accountants— omitted pursuant to Rule 12b-25

23.2* Consent of Kost Forer Gabbay & Kassierer — omitted pursuant to Rule 12b-25

31.1* Rule 13a14(a)/15d-14(a) Certification of Chief Executive Officer — omitted pursuant to Rule 12b-25

31.2* Rule 13a14(a)/15d-14(a) Certification of Chief Financia Officer— omitted pursuant to Rule 12b-25

32* Section 1350 Certification of Chief Executive Officer and Chief Financial Officer— omitted

pursuant to Rule 12b-25

@ Filed as an exhibit to CEV A’ s registration statement on Form 10, as amended, initially filed with the
Commission on June 3, 2002 (registration number 000-49842), and incorporated herein by reference.

2 Filed as an exhibit to CEVA’ s registration statement on Form S-1, as amended, initialy filed with the
Commission on July 30, 2002 (registration number 333-97353), and incorporated herein by reference.

(3) Filed as an exhibit to CEVA’s Report on Form 8-K, filed with the Commission on December 8, 2003, and
incorporated hereby by reference.

4 Filed as an exhibit to CEVA’s 2002 Annua Report on Form 10-K, filed with the Commi ssion on March
28, 2003, and incorporated hereby by reference.

(5) Filed asan exhibit to CEVA’s Quarterly Report on Form 10-Q/A, filed with the Commission on August 12,
2003, and incorporated hereby by reference.



(6)
Y
®)
©)
(10)

Filed as an exhibit to the registration statement on Form S-8 of Parthus Technologies plc, filed with the
Commission on June 6, 2000 (registration number 333-12090), and incorporated herein by reference.
Filed as an exhibit to CEVA’s Quarterly Report on Form 10-Q, filed with the Commission on November
13, 2003, and incorporated hereby by reference.

Filed as an exhibit to CEVA’s 2003 Annua Report on Form 10-K, filed with the Commission on March
12, 2004, and incorporated hereby by reference.

Filed as an exhibit to CEVA’s Quarterly Report on Form 10-Q, filed with the Commission on May 7, 2004,
and incorporated hereby by reference.

Filed as an exhibit to CEVA’s Report on Form 8-K, filed with the Commission on January 31, 2005, and
incorporated hereby by reference.

Management contract or compensatory plan or arrangement required to be filed as an exhibit pursuant to
Item 15(c) of Form 10-K.

Omitted pursuant to Rule 12b-25.



Exhibit 21.1

CEVA, INC.
Subsidiaries

Thefollowing are the subsidiaries of CEVA, Inc.

Name

Jurisdiction of Incorporation

CEVA Limited (Formerly CEVA (NI) Limited)

CEVA (UK) Limited

CEVA Communications Limited
CEVA Design Limited
CEVA Development, Inc.

CEVA HoldingsB.V.
CEVA Inc.

CEVA Irdland Limited
CEVA D.SP. Limited
CEVA Research Limited
CEVA ServicesLimited
CEVA Software Limited

Northern Ireland
Northern Ireland
Republic of Ireland
Republic of Ireland
Cdlifornia

The Netherlands
Cayman Idands
Republic of Ireland
Israel

Republic of Ireland
Republic of Ireland
Republic of Ireland

CEVA Systems LLC (Formerly CEVA Systems|inc.) Delaware

Nihon CEVA K K.

CEVA Technologies Limited
CEVA DSP TechnologiesLLC
CEVA DSP Technologies Mauritius Inc.

CEVA SARL

CEVA Technologies, Inc.

Japan

Republic of Ireland
Delaware
Mauritius

France

Delaware



