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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934.

For the quarterly period ended: September 30, 2011

OR

0O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934.

For the transition period from to

Commission file number: 000-49842

CEVA, Inc.

(Exact Name of Registrant as Specified in Its Chaetr)

Delaware 77-055637€
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)

1943 Landings Drive,

Mountain View, California 94043
(Address of Principal Executive Offices) (Zip Code)

(650) 417-7900

(Registrant’s Telephone Number, Including Area Cod

Indicate by check mark whether the registranth@y filed all reports to be filed by Section 1316¢d) of the Securities Exchange Ac
1934 during the preceding 12 months (or for sudrtsh period that the registrant was requiredltosuch reports), and (2) has been subject
to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥atb site, if any, every
Interactive Data File required to be submitted pasted pursuant to Rule 405 of Regulation S-T (8&Bof this chapter) during the
preceding 12 months (or for such shorter periotittiregistrant was required to submit and posh $iles). Yes No O

Indicate by check mark whether the registrantle&rge accelerated filer, an accelerated filer, maccelerated filer, or a smaller
reporting company. See definitions of “large acked filer,” “accelerated filer,” and “smaller @ping company” in Rule 12b-2 of the
Exchange Act.

Large accelerated fili [ Accelerated filel
Non-accelerated file [ Smaller reporting compar [J
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YesO No

Indicate the number of shares outstanding of e&tiedssuers classes of common stock as of the latest pradtictate: 23,529,700 shares
common stock, $0.001 par value, as of Novembe®#12
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FORWARD-LOOKING STATEMENTS
FORWARD-LOOKING STATEMENTS AND INDUSTRY DATA

This Quarterly Report contains forward-looking staénts that involve risks and uncertainties, a$ agshssumptions that if they
materialize or prove incorrect, could cause thalte®f CEVA to differ materially from those expsesl or implied by such forward-looking
statements and assumptions. All statements otharstatements of historical fact are statementscthdd be deemed forward-looking
statements. Forward-looking statements are gegenvaititen in the future tense and/or are precedediérds such as “will,” “may,” “should,”
“could,” “expect,” “suggest,” “believe,” “anticipat” “intend,” “plan,” or other similar words. Fornglooking statements include the
following:

» Our belief that Texas Instruments’ exit from theddaand market, after historically having been gelqlayer in this market, as
well as the emergence of merchant chips from compauch as Broadcom, Intel and Spreadtrum, asagositive drivers for
our future market share expansi

e Our belief that the majority of growth in the cddlumarket will come from advanced-feature phoneslaw-cost smartphones in
developing countries and the broader adoption w&iaded smartphones in mature mark

» Our belief that we are ww-positioned to capitalize on the growth in the melgibnnected devices and machine 2 machine ma
»  Our belief that our operating expenses will be bigh 2011 as compared to 20:

* Our belief that the penetration of low cost phobesigher in emerging markets such as China, In@itin America and Africa
could generate future growth potential for CE\

«  Our optimism about customer interest and pipelareofir diverse technology portfoli

e Our anticipation that our current cash on handrtsieom deposits and marketable securities, alottig @ash from operations, will
provide sufficient capital to fund our operations &t least the next 12 montt

» Our belief that changes in interest rates withiniouestment portfolio will not have a materialedt on our financial position on
an annual or quarterly basis; &

» Market data prepared by third parties, includingcg&son, The Linley Group and Strategy Analyt

Forward-looking statements are not guaranteestofdiperformance and involve risks and uncertanfidne forwardeoking statemen
contained in this report are based on informathat is currently available to us and expectationsassumptions that we deem reasonable at
the time the statements were made. We do not waldeany obligation to update any forwdodking statements in this report or in any of
other communications, except as required by lawsédh forward-looking statements should be reaof éise time the statements were made
and with the recognition that these forward-lookitgtements may not be complete or accurate &tradate.

Many factors may cause actual results to differemially from those expressed or implied by the fard¢looking statements contained
in this report. These factors include, but arelimated to, those risks set forth in Part Il — ItdA — “Risk Factors” of this Form 10-Q.

This report contains market data prepared by thémdies, including Ericsson, The Linley Group atichiggy Analytics. Actual market
results may differ from the projections of suchaizations.



Table of Contents

PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

INTERIM CONDENSED CONSOLIDATED BALANCE SHEETS
U.S. dollars in thousands, except share and per steadata

ASSETS
Current asset:
Cash and cash equivalel
Short term bank deposi
Marketable securities (see Note
Trade receivables (net of allowance for doubtfulcamts of $25 at both September 30, 2011 and
December 31, 201(
Deferred tax asse
Prepaid expenses and other accounts recei

Total current asse

Long term bank depos

Severance pay fur

Deferred tax asse

Property and equipment, r

Goodwill
Total lon¢-term asset
Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Trade payable
Deferred revenue
Accrued expenses and other paya
Deferred tax liabilities
Total current liabilities

Long term liabilities:
Accrued severance pi

Stockholder' equity:
Common Stock
$0.001 par value: 60,000,000 shares authorized223121 and 22,524,449 shares issued and
outstanding at September 30, 2011 and Decemb@030, respectivel

Additional paid ir-capital

Accumulated other comprehensive income (li

Retained earnings (accumulated defi
Total stockholder equity
Total liabilities and stockholde’ equity

The accompanying notes are an integral part ofittaidited interim condensed consolidated finarst&tements.

2

September 3C December 31
2011 2010
Unaudited Audited
$ 22,69 $ 17,09¢
34,527 24,80
80,01( 73,87
4,48¢ 5,90¢
1,97: 1,28¢
4,50¢ 4,60¢
148,19¢ 127,58:
18,36¢ 15,17:
5,52¢ 5,43:
89: 574
1,192 1,34¢
36,49¢ 36,49¢
62,47 59,02¢
$ 210,67 $ 186,60!
$ 562 $ 61€
1,45( 61€
9,35 10,52
13€ 901
11,50: 12,65¢
5,782 5,48¢
23 23
189,25¢ 176,83t
(88€) 317
4,99¢ (8,710)
193,39. 168,46
$ 210,67 $ 186,60!
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INTERIM CONDENSED CONSOLIDATED STATEMENTS OF OPERAT IONS (UNAUDITED)

U.S. dollars in thousands, except share and per steadata

Revenues
Licensing
Royalties
Other revenu
Total revenue
Cost of revenue
Gross profit
Operating expense
Research and development,
Sales and marketir
General and administrati
Total operating expens
Operating incom:
Financial and other income, r
Income before taxes on incor
Income tax expenses (incon
Net income

Basic net income per she
Diluted net income per sha

Weighted-average number of shares of Common Stee#f in computation of net income per

share (in thousands
Basic

Diluted

The accompanying notes are an integral part ofittaidited interim condensed consolidated finarst@kements.

3

Nine months ended
September 30,

Three months ended
September 30,

2011 2010 2011 2010
$15,52¢ $13,77¢ $ 5228 $ 4,45¢
26,24 1537. 8,766  5.23¢
2,51F  2,73¢ 85€ 97¢
44,28, 31,88t 14,847 10,67t
2,63t  2,57¢ 811 1,001
41,65 29,307 14,03t 9,67
15,81¢  13,24: 5156  4,12¢
6,65 57246  2,09¢ 1,66
555¢ 4,70 2057 1,59
28,01¢ 2320( _ 9,31¢ _ 7,38¢
13,63¢ 6,100  4,72;  2,28¢
2,046 1,591 784 492
15,68:  7,69¢  550¢ 2,781
1,97¢ 527 571 (20¢)
$13,70¢ $ 7,171 $ 4,93t $ 2,08¢
$ 05¢ $ 03/ $ 021 $ 0.1¢
$ 057 $ 03z $ 02C $ 01f
23,068  20,98¢  23,39( 21,24
24,108  2211¢ 24,25: 22 35¢
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INTERIM CONDENSED STATEMENTS OF CHANGES IN STOCKHOL DERS’ EQUITY (UNAUDITED)

U.S. dollars in thousands, except share data

Common stock Additional Accg;ﬂ:lrated z::rawlmgg comr;l-rztr?tlansiw Total
paid-in comprehensive (accumulatec stockholders’
Nine months ended September 30, 2011 Shares Amount capital income (loss) deficit) income equity
Balance as of January 1, 2011 2252444 $ 23 $176,83¢ $ 317  $ (8,710 $ 168,46!
Net income — — — — 13,70¢ $  13,70¢ 13,70¢
Unrealized loss from available-for-
sale securities, ni — — — (839) — (839 (839
Unrealized loss from hedging
activities, ne — — — (369) — (369 (369
Total comprehensive incon $ 12,50¢
Equity-based compensatic — — 3,54( — — 3,54(
Tax benefit related to exercise of
stock options — — 1,22t — — 1,22t
Issuance of Common Stock upon
exercise of stock optior 773,66¢ — 6,41¢ — — 6,41¢
Issuance of Common Stock under
employee stock purchase pl 131,30¢ — 1,23¢ — — 1,23¢
Balance as of September 30, 2( 23,429,42 $ 23 $189,25¢ $ (886) $ 4,99¢ $ 193,39.
Accumulated
Common stock other Total Total
Additional Treasury comprehensive Accumulated comprehensive stockholders’
aid-in
Nine months ended September 30, 20 Shares Amount ?:apital stock income (loss) deficit income equity
Balance as of January 1, 201 20,429,73 $ 20 $158,32! $ — $ 251 $ (19,500 $ 139,09¢
Net income — — — — — 7,171 $ 7,171 7,171
Unrealized gain from
available-for-sale securitie
net — — — — 81 — 81 81
Unrealized gain from hedging
activities, ne — — — — 89 — 89 89
Total comprehensive incon $ 7,341
Equity-based compensatic — — 1,661 — — — 1,661
Tax benefit related to exercis
of stock option: — — 1,12¢ — — — 1,12¢
Issuance of Common Stock
upon exercise of stock
options 894,89° 1 5,64z — — — 5,64
Issuance of Common Stock
under employee stock
purchase pla 133,82t — (™ 79t — — — 79t
Purchase of Treasury Sto (139,709 — (™ — (1,567 — — (1,567
Issuance of Treasury Stock
upon exercise of stock
options 91,38¢ — ™ 1 1,027 — (340 68¢
Issuance of Treasury Stock
under employee stock
purchase pla 48,32( — — 54C — (24¥%) 292
Balance as of September 30
2010 21,458,45 $ 21 $167,54¢ $ — $ 421 $ (12,91)) $ 155,07-

(*) Amount less than $:

The accompanying notes are an integral part ofittaidited interim condensed consolidated finarst@kements.

4
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INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CASH F LOWS (UNAUDITED)
U.S. dollars in thousands

Cash flows from operating activities:
Net income
Adjustments required to reconcile net income tocash provided by operating activitit
Depreciatior
Equity-based compensatic
Gain from sale of property and equipm
Gain on availabl-for-sale marketable securiti
Amortization of premiums on availal-for-sale marketable securiti
Accrued interest on short term bank depc
Unrealized foreign exchange g:
Changes in operating assets and liabilii
Decrease in trade receivab
Decrease in prepaid expenses and other accourisable
Increase in deferred tax, r
Decrease in trade payab
Increase in deferred revent
Decrease in accrued expenses and other pay
Excess tax benefit from stc-based compensatic
Increase in accrued severance pay
Net cash provided by operating activit
Cash flows from investing activities:
Purchase of property and equipm
Proceeds from sale of property and equipn
Investment in bank depos
Proceeds from bank depos
Investment in availab-for-sale marketable securiti
Proceeds from maturity of availa-for-sale marketable securiti
Proceeds from sale of availa-for-sale marketable securiti
Net cash used in investing activiti
Cash flows from financing activities:
Purchase of Treasury Sto
Proceeds from issuance of Common Stock upon exeofistock option
Proceeds from issuance of Common Stock under eraelstock purchase pli
Proceeds from issuance of Treasury Stock upon iseeof stock option
Proceeds from issuance of Treasury Stock underaraplstock purchase pl
Excess tax benefit from stc-based compensatic

Net cash provided by financing activiti
Effect of exchange rate movements on ¢

Increase in cash and cash equival
Cash and cash equivalents at the beginning oféhieq

Cash and cash equivalents at the end of the p

The accompanying notes are an integral part ofittaidited interim condensed consolidated finarst&tements.

5

Nine months ended

September 30,

2011 2010
$13,70¢ $ 7,171
377 39:¢
3,54( 1,661

(10) —
(8 (34)
1,57¢ 1,13¢
(751) (467)
(15) (34)
1,421 99t
1,08¢ 1,04¢
(1,367) (215)
(24) (30)
834 334
(1,310 (139)
(1,229 (1,125)
20& 80
18,04: 10,77
(221) (707)

10 —
(25,500 (27,449
13,19¢ 38,72
(34,39)  (46,72))
21,08¢ 17,55!
4,39¢ 12,11«
(21,419 (6,487)
- (1,567)
6,41¢ 5,64:
1,23¢ 79t
— 68¢
— 292
1,22 1,12¢
8,87¢ 6,97¢
95 (23€)
5,597 11,03(
17,09¢ 12,10¢
$22,69F $23,13¢
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS
(U.S. dollars in thousands, except share and perate amounts)

NOTE 1: BUSINESS
The financial information in this quarterly reportludes the results of CEVA, Inc. and its subsidi (the “Company” or “CEVA”).

CEVA licenses a family of programmable DSP coras application-specific platforms, including wiretesaseband (both terminal and
infrastructure), HD video and imaging, HD audio,i&over IP, Bluetooth, Serial ATA (SATA) and Sérdtached SCSI (SAS).

CEVA's technologies are licensed to leading sendcmtor and original equipment manufacturer (OEMypanies in the form of
intellectual property (IP). These companies desiganufacture, market and sell application-spedaifiegrated circuits (“ASICs”) and
application-specific standard products (“ASSPsdshon CEVAS technology to OEM companies for incorporatiom iatwide variety of er
products.

NOTE 2: BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying unaudited interim condensed cmfaded financial statements have been prepareccordance with generally
accepted accounting principles for interim finahoiéormation and with the instructions to Form @and Article 10 of Regulation S-X.
Accordingly, they do not include all the informatiand footnotes required by generally accepteduatdog principles for complete financial
statements. In the opinion of management, all aliests considered necessary for a fair presentatwe been included. Operating results
for the three and nine months ended September03d, re not necessarily indicative of the reshiés may be expected for the year ending
December 31, 2011. For further information, refeseis made to the consolidated financial statememisfootnotes thereto included in the
Company’s Annual Report on Form 10-K for the yaadtledd December 31, 2010.

The interim condensed consolidated financial statémincorporate the financial statements of the@any and all of its subsidiaries.
All significant intercompany balances and trangattihave been eliminated on consolidation.

The significant accounting policies applied in #mual consolidated financial statements of the @om as of December 31, 2010,
contained in the Company’s Annual Report on ForaKifled with the Securities and Exchange Commigsgio March 15, 2011, have been
applied consistently in these unaudited interimdearsed consolidated financial statements.

NOTE 3: MARKETABLE SECURITIES

Marketable securities consist of certificates giakits, corporate bonds and securities and governseeurities. The Company
determines the appropriate classification of maiilet securities at the time of purchase and redated such designation at each balance
sheet date. In accordance with Financial Accounitemdards Board (“FASB”) Accounting Standards @odliion (“ASC”) No. 320
“Investments- Debt and Equity Securities,” the Campclassifies marketable securities as availaireséle securities. Available-for-sale
securities are stated at fair value, with unredligains and losses reported in accumulated otlepihensive income (loss), a separate
component of stockholders’ equity, net of taxesalRed gains and losses on sales of marketablegiBespas determined on a specific
identification basis, are included in the interiondensed consolidated statements of operationsCohgany has classified all marketable
securities as short-term, even though the statedrityadate may be one year or more beyond thesotitralance sheet date, because it may
sell these securities prior to maturity to meetilitity needs or as part of risk versus reward dhjes.

The Company periodically assesses whether its imargs with unrealized losses are other than teaniypimpaired (“OTTI”). OTTI
charges exist when the Company has the intentlta security, the Company will more likely thantrio® required to sell a security before
anticipated recovery or the Company does not expeagtcover the entire amortized cost basis ofardy (that is, a credit loss exists). OTTI
is determined based on the specific identificati@thod and is reported in the interim condensedaatated statements of operations.

6
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS - CONTINUED
(U.S. dollars in thousands, except share and perafte amounts)

As at September 30, 2011 (Unaudited)

Gross Gross
Amortized unrealized unrealized
Fair
cost gains losses value
Available-for-sale - matures within one year:
Certificates of deposit $ 1,03¢ $ 4 $ — $ 1,037
Corporate bonds and securit 28,04( 26 (172) 27,89
29,07: 30 172 28,93
Available-for-sale - matures after one year throughhree years:
Certificates of deposit 1,71¢ — (2 1,71
Government securitie 597 — (5) 592
Corporate bonds and securit 49,68¢ 11¢€ (1,029 48,774
51,99° 11€ (1,03¢) 51,07¢
Total $81,07( $  14¢ $ (1,20%) $80,01(
As at December 31, 2010 (Audited)
Gross Gross
Amortized unrealized unrealized
Fair
cost gains losses value
Available-for-sale- matures within one year:
Certificates of deposit $ 5,35¢ $ 3 $ — $ 5,361
Corporate bonds and securit 25,90¢ 112 (23) 25,99¢
31,26° 11F (23 31,35¢
Available-for-sale- matures after one year through three years
Corporate bonds and securit 42,46¢ 21€ (169) 42,51t
42,46¢ 21€ (169 42,51t
Total $73,73¢ $ 331 $ (199 $73,87¢

Of the unrealized losses outstanding as of Septe&the2011, $25 of the unrealized losses was qudstg for more than 12 months a
$1,183 of the unrealized losses was outstandinteésrthan 12 months. The total fair value of meatide securities with outstanding
unrealized losses for more than 12 months as ae8#ger 30, 2011 amounted to $1,413, and markesailgrities with outstanding
unrealized losses for less than 12 months as ae8dger 30, 2011 amounted to $53,940. Of the umesdliosses outstanding as of
December 31, 2010, $3 of the unrealized lossesowisanding for more than 12 months and $189 ofitirealized losses was outstanding
less than 12 months. The total fair value of maniilet securities with outstanding unrealized lo$semore than 12 months as of
December 31, 2010 amounted to $1,154, and markesallrities with outstanding unrealized lossesefes than 12 months as of
December 31, 2010 amounted to $27,249.

As of September 30, 2011 and December 31, 2010ageanent believes the impairments are not othertdraporary and therefore the
impairment losses were recorded in accumulated ettraprehensive income (loss). The Company hasateatito sell these marketable
securities and it is more likely than not that @@mpany will not be required to sell these markietakcurities prior to the recovery of the
entire amortized cost basis.

Proceeds from maturity and sales of available-fde-sarketable securities during the nine montlieeérseptember 30, 2011 were
$21,089 and $4,398, respectively, as compared#b$1 and $12,114 for the comparable period in 2Gk0ss realized gains and losses 1
the sale of availabléer sale securities for the three months endedeBemtr 30, 2011 were $1 and $0, respectively, apaoed to $20 and ¢
for the comparable period in 2010. Gross realizidgjand losses from the sale of available-for saderrities for the nine months ended
September 30, 2011 were $18 and $10, respectiaelyompared to $72 and $38 for the comparablegaria010.

7
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS - CONTINUED
(U.S. dollars in thousands, except share and perafte amounts)

NOTE 4: FAIR VALUE MEASURMENT

FASB ASC No. 820, “Fair Value Measurements and Dmaes” defines fair value, and establishes admaark for measuring fair
value. Fair value is an exit price, representirgamount that would be received for selling antamspaid for the transfer of a liability in an
orderly transaction between market participantssiéch, fair value is a market-based measuremenstioald be determined based on
assumptions that market participants would useiging an asset or a liability. A three-tier fa@lue hierarchy is established as a basis for
considering such assumptions and for inputs usétkirvaluation methodologies in measuring fair galu

Level 1  Unadjusted quoted prices in active markets thatecessible on the measurement date for identinedstricted assets
or liabilities;

Level 2 Quoted prices in markets that are not active, putsithat are observable, either directly or inttlye for substantially
the full term of the asset or liability; al

Level 3  Prices or valuation techniques that require inghas are both significant to the fair value measwet and
unobservable (supported by little or no marketvéagi.

The Company measures its bank deposits, marketableities and foreign currency derivative consattfair value. Bank deposits &
marketable securities are classified within Level Level 2 because they are valued using quotelenprices or alternative pricing sources
and models utilizing market observable inputs. Epreurrency derivative contracts are classifiethimiLevel 2 as the valuation inputs are
based on quoted prices and market observable fiataitar instruments.

The table below sets forth the Company’s assetdiabitities measured at fair value by level withire fair value hierarchy. Assets and
liabilities are classified in their entirety basathe lowest level of input that is significantthe fair value measurement.

September 3C

Description 2011 Level | Level Il Level 1l
Assets:
Short term bank deposi $ 34,527 $ — $ 34,527 $ —
Marketable securitiet
Certificates of deposit 2,75( — 2,75( —
Government securitie 592 — 592 —
Corporate bonds and securit 76,66¢ — 76,66¢ —
Long term bank deposi 18,36¢ — 18,36¢ —
Total asset 132,90¢ — 132,90¢ —
Liabilities :
Foreign exchange contrac 165 — 165 —
Total liabilities 165 — 165 —
December 31
Description 2010 Level | Level Il Level Il
Assets:
Short term bank deposi $ 24,807 $ — $ 24,80 $ —
Marketable securitie:
Certificates of deposit 5,361 4,31¢ 1,04t —
Corporate bonds and securit 68,51 — 68,51 —
Foreign exchange contrac 241 — 241 —
Long term bank deposi 15,17: — 15,17: —
Total asset 114,09! 4,31¢ 109,77¢ —
Liabilities :
Foreign exchange contrac 70¢ — 70¢ —
Total liabilities 70¢ — 70¢ —
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS - CONTINUED
(U.S. dollars in thousands, except share and perafte amounts)

In addition to the assets and liabilities describbdve, the Company’s financial instruments alstuithe cash, cash equivalents, trade
receivables, other accounts receivable, trade peyaind accrued expenses and other payables. ifvalfees of these financial instruments
were not materially different from their carryinglues at September 30, 2011 due to the short-texturities of these instruments.

NOTE 5: GEOGRAPHIC INFORMATION AND MAJOR CUSTOME R DATA
a. Summary information about geographic areas:
The Company manages its business on the basisakportable segment: the licensing of intellechraperty to semiconductor

companies and electronic equipment manufacturess®te 1 for a brief description of the Comparyusiness). The following is a summ
of revenues within geographic areas:

Nine months ended Three months ended
September 30, September 30,
2011 2010 2011 2010
(unaudited) (unaudited) (unaudited) (unaudited)
Revenues based on customer locat
United State: $ 11,36: $ 6,752 $ 4,81( $ 3,03¢
Europe and Middle East (1) ( 15,27: 14,80¢ 3,961 3,581
Asia Pacific (3) (4 17,65: 10,32¢ 6,07( 4,05(
$ 44,287 $ 31,88¢ $ 14,84% $ 10,67¢
(1) Germany $ 9,92¢ $ 6,72« $ 2,182 $ 1,56¢
(2) Switzerlanc $ 4,49 $ 4,37 *) $ 2,75:
(3) Taiwan *) *) $ 1,671 *
(4) China $ 9,951 $ 6,09¢ $ 3,61¢ $ 3,19¢

*)  Lessthan 109
b. Major customer data as a percentage of totaimass:

The following table sets forth the customers tearesented 10% or more of the Company’s total nee®in each of the periods set
forth below.

Nine months ended Three months ended
September 30, September 30,
2011 2010 2011 2010
(unaudited) (unaudited) (unaudited) (unaudited)

Customer A 14% * 25% *)
Customer E 17% *) 17% 10%
Customer C 15% *) 19% *)
Customer C *) 17% * 16%
Customer E *) 21% — 14%
Customer F *) *) * 15%

(*) Lessthan 109



Table of Contents

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS - CONTINUED
(U.S. dollars in thousands, except share and perafte amounts)

NOTE 6: NET INCOME PER SHARE OF COMMON STOCK

Basic net income per share is computed based ondlgited average number of shares of common stoidtanding during each
period. Diluted net income per share is computesgttdan the weighted average number of shares ahoonstock outstanding during each
period, plus dilutive potential shares of commartktconsidered outstanding during the period, soetdance with FASB ASC No. 260,
“Earnings Per Share.”

Nine months ended Three months ended
September 30, September 30,
2011 2010 2011 2010
(unaudited) (unaudited) (unaudited) (unaudited)
Numerator:
Numerator for basic and diluted net income peres $ 13,70¢ $ 7,171 $ 4,93t $ 2,98¢
Denominator:
Denominator for basic net income per st 23,06t 20,98¢ 23,39( 21,24«
Effect of stock option 1,04( 1,12¢ 863 1,117
Denominator for diluted net income per sh 24,10t 22,11« 24,25 22,35¢
Basic net income per she $ 0.5¢ $ 0.3 $ 021 $ 0.14
Diluted net income per sha $ 0.57 $ 0.3 $ 0.2 $ 0.5

The weighted average number of shares relatecetoutstanding options excluded from the calculatibdiluted net income per share
since their effect was anti-dilutive was 713,278 &145,291 shares for the three and nine monthsdeBeptember 30, 2011, respectively, and
179,000 and 90,657 shares for the correspondingdseof 2010.

NOTE 7: COMMON STOCK AND STOCK-BASED COMPENSATIO N PLANS

The Company grants stock options to employees andemployees directors of the Company and its subrédiand provides the rig
to purchase common stock pursuant to the Compa@®@2 employee stock purchase plan to employedeafompany and its subsidiaries.
The options granted under these plans have beatedrat the fair market value of the Compangdmmon stock on grant date. A summai
the Company'’s stock option activity and relate@infation for the three months ended September@®IL,2are as follows:

Weighted
average exercis
Number of
options price

Outstanding as of June 30, 2011 1,997,11. $ 14.52
Granted 44,00( 32.3¢
Exercisec (46,667) 8.0C
Forfeited or expirel (20,799 20.4(
Outstanding as of September 30, 2! 1,973,65! $ 15.01
Exercisable as of September 30, 2 750,00¢ $ 8.4¢

During the three and nine months ended Septemh&03Q, the Company issued 36,054 and 131,306 sbammmon stock under its
employee and director stock purchase plans foggnegate consideration of $646 and $1,236, respedgti

The following table shows the total equity-basethpensation expense included in the interim condkosasolidated statement of
operations:

Nine months ended Three months ended
September 30, September 30,
2011 2010 2011 2010
(unaudited) (unaudited) (unaudited) (unaudited)
Cost of revenue $ 171 $ 56 $ 61 $ 23
Research and development, 1,372 48¢ 51C 18z
Sales and marketir 747 30C 291 92
General and administratiy 1,25( 81¢€ 552 23¢
Total equity-based compensation expel $ 3,54( $ 1,661 $ 1,41f $ 537
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS - CONTINUED
(U.S. dollars in thousands, except share and perafte amounts)

The fair value for the Company’s stock options ¢gdrto employees was estimated using the followsgumptions:

Three months ended

September 30,
2011 2010

(unaudited) (unaudited)
Expected dividend yield 0% 0%
Expected volatility 41%-55% 38%-60%
Risk-free interest rat 0.2%-2.2% 0.3%-2.5%
Expected forfeiturt 1% 10%
Contractual term of up 7 Year: 7 Year:
Suboptimal exercise multip 2.C 1.t

No stock options were granted to -employee directors during the three months endgdegnber 30, 2011 and 2010.

The fair value for rights to purchase shares of omm stock under the Company’s employee share pseghlan was estimated on the
date of grant using the same assumptions setdbiike for the three months ended September 30, &0d. 2010, except the expected life,
which was assumed to be six to 24 months, and ¢xeegxpected volatility, which was assumed tinbe range of 43%-50% for the three
months ended September 30, 2011, and in a rargjg@6f59% for the three months ended September 3@M. 20

As of September 30, 2011 and 2010, there were tedanf $5,991 and $1,518, respectively, of unreizegihcompensation expense
related to unvested awards. The impact of equiseb@ompensation expense on basic net income per wlas $0.06 and $0.15 for the three
and nine months ended September 30, 2011, resplgciand $0.03 and $0.08 for the correspondingopsrof 2010. The impact of equity-
based compensation expense on diluted net incomghpee was $0.06 and $0.15 for the three andmomghs ended September 30, 2011,
respectively, and $0.02 and $0.08 for the corrediponperiods of 2010. To the extent the actuakditufe rate is different from what the
Company has estimated, equity-based compensatairddo these awards will be different from thenpany’s expectations.

NOTE 8: DERIVATIVES AND HEDGING ACTIVITIES

The Company implemented the requirements of FASB Al®. 815,” Derivatives and Hedging” which requioesnpanies to recognize
all of their derivative instruments as either assetliabilities in the statement of financial gasi at fair value. The accounting for changes in
fair value (i.e., gains or losses) of a derivativ&@rument depends on whether it has been desijaatt qualifies as part of a hedging
transaction and further, on the type of hedginggaation. For those derivative instruments thatesegnated and qualify as hedging
instruments, a company must designate the hedgstguiment, based upon the exposure being hedgedaasvalue hedge, cash flow hedge,
or a hedge of a net investment in a foreign opemabue to the Company’s global operations, ixisased to foreign currency exchange rate
fluctuations in the normal course of its busind$ge Company'’s treasury policy allows it to offdet risks associated with the effects of
certain foreign currency exposures through thelmse of foreign exchange forward or option consrfttiedging Contracts”). The policy,
however, prohibits the Company from speculatingoch Hedging Contracts for profit. To protect agathe increase in value of forecasted
foreign currency cash flow resulting from salagesd in currencies other than the U.S. dollar dythe year, the Company instituted a
foreign currency cash flow hedging program. The @any hedges portions of the anticipated payroitsofion-U.S. employees denominated
in currencies other than the U.S. dollar for agenf one to twelve months with Hedging Contragiscordingly, when the dollar strengthens
against the foreign currencies, the decline ingmesalue of future foreign currency expensesfisedtby losses in the fair value of the
Hedging Contracts. Conversely, when the dollar weaakthe increase in the present value of futuedo currency expenses is offset by
gains in the fair value of the Hedging Contractsede Hedging Contracts are designated as caslhéidges and are all effective as hedges of
these expenses.

For derivative instruments that are designatedquadify as a cash flow hedge (i.e., hedging theosupe to variability in expected
future cash flows that is attributable to a patticuisk), the effective portion of the gain ordosn the derivative instrument is reported as a
component of other comprehensive income (lossyeadidssified into earnings in the same period oioge during which the hedged
transaction affects earnings. Any gain or loss derivative instrument in excess of the cumulatikiange in the present value of future cash
flows of the hedged item is recognized in curremhangs during the period of change. As of SepterBBe2011 and 2010, the notional
principal amount of the Hedging Contracts to sef \Hollars held by the Company was $7,525 and285 j@spectively.

Other derivative instruments that are not desighatehedging instruments consist of forward cotgrémat the Company uses to hedge
monetary assets denominated in currencies othertiieaU.S. dollar. Gains and losses on these atiates well as related costs are included
in financial income, net, along with the gains dwskes of the related hedged item. As of Septe@®e2011 and 2010, the notional principal
amount of the foreign exchange contracts to selv Neaeli Shekels (“NIS”) held by the Company wélsahd $12,827, respectively.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS - CONTINUED

(U.S. dollars in thousands, except share and perafte amounts)

The fair value of the Company’s outstanding denrainstruments is as follows:

Derivative assets

Derivatives designated as cash flow hedging instnts)
Foreign exchange option contra

Foreign exchange forward contra

Total

Derivative liabilities :

Derivatives designated as cash flow hedging instnisi
Foreign exchange option contra

Foreign exchange forward contra

Total

Derivatives not designated as hedging instrum
Foreign exchange forward contra

Total

As at
September 3C
2011

(Unaudited)

»

47
11¢

$ 165

$ 165

As at
December 31
2010

(Audited)

$ 151
90

$ 241

70¢
$ 70¢

The Company recorded the fair value of derivatissess in “prepaid expenses and other accounts/aedxte? and the fair value of
derivative liabilities in “accrued expenses anceothayables” in the Company’s interim condensedalidated balance sheet.

The increase (decrease) in gains recognized irutaatated other comprehensive income (loss)” orvdéxies, before tax effect, is as

follows:

Nine months ended
September 30,

2011 2010
(unaudited) (unaudited)

Derivatives designated as cash flow hedging instnisi

Foreign exchange option contra $ 42 $ 114

Foreign exchange forward contra (165 41

§ (129 5 15

The gains (losses) reclassified from “accumulatbérocomprehensive income (loss)” into income,aaréollows:

Nine months ended

September 30,
2011 2010
(unaudited) (unaudited)
Derivatives designated as cash flow hedging instnisi
Foreign exchange option contra $ (240 $ (119
Foreign exchange forward contra (43 55

$ (289 $ 63)

12

Three months ended
September 30,

2011 2010
(unaudited) (unaudited)
$ (113 $ 10z

(225) 264

5@ §_se

Three months ended

September 30,

2011 2010
(unaudited) (unaudited)
$ (12 $ —

(29 20

$ (4] $ 20
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCI AL STATEMENTS - CONTINUED
(U.S. dollars in thousands, except share and perafte amounts)

The Company recorded in cost of revenues and apgraxpenses a net gain of $41 and $283 duringhtiee and nine months ended
September 30, 2011, respectively, and a net lo$2@fnd a net gain of $63 for the comparable derad 2010, related to its Hedging
Contracts. In addition, the Company recorded iaririal income, net, a loss of $0 and $284 for liheet and nine months ended
September 30, 2011, respectively, and a loss o $46 $248 for the comparable periods of 2010tedlto derivatives not designated as
hedging instruments.

NOTE 9: RECENTLY ISSUED ACCOUNTING STANDARDS

In June 2011, the FASB issued authoritative guidarquiring most entities to present items of nebine and other comprehensive
income either in one continuous statement, refelrexs the statement of comprehensive income, wvdrseparate, but consecutive,
statements of net income and other comprehensbagria. The option to present items of other compreiie income in the statement of
changes in equity was eliminated. This guidanadfective for interim and annual periods beginnafigr December 15, 2011. Based upor
Company’s assessment of the impact of this guidaheemanner in which it presents other comprekerisicome in its financial statements
will be modified upon adoption.

In September 2011, the FASB amended its accougtiidance on testing goodwill for impairment by gobrg entities an option to
perform a qualitative assessment to determine venétither impairment testing is necessary. Theratments do not change the guidanci
how goodwill is calculated or when goodwill is edtfor impairment. The amendments are effectivdioal years beginning after
December 15, 2011. The Company does not anticipaterial impact on its financial statements upoopidn.

For additional description of recent accountingnmauancements relevant to the Company, please @f@ecently issued accounting
standards” section included in Note 1 to the CorgjsaAnnual Report on Form 10-K for the year endest@nber 31, 2010.
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Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

You should read the following discussion togethiéh the unaudited financial statements and relatetes appearing elsewhere in this
quarterly report. This discussion contains forwdodking statements that involve risks and uncetiagn Any or all of our forward-looking
statements in this quarterly report may turn oubtowrong. These forward-looking statements caaffeeted by inaccurate assumptions we
might make or by known or unknown risks and ungaiés. We undertake no obligation to publicly uggdany forward-looking statements,
whether as a result of new information, future ¢sem otherwise. Factors which could cause acteslults to differ materially include those
set forth under in Part Il — Item 1A — “Risk Fac$gt as well as those discussed elsewhere in thastgtly report. See “Forward-Looking
Statements.”

BUSINESS OVERVIEW

The financial information presented in this qudyteeport includes the results of CEVA, Inc. arglsubsidiaries. CEVA is the world’s
leading licensor of DSP cores and platform solgiddur technologies are widely licensed and powsresof the world’s leading
semiconductor and original equipment manufactu@&Nl) companies. In 2010, our licensees shippednéillibn CEVA-powered chipsets
targeted for a wide range of diverse end marketsing the first nine months of 2011, our licenssleipped more than 730 million CEVA-
powered chipsets, illustrating continued, strongkatdeployment of our technology. In 2010, TheléynGroup reported CEVA'’s share of
the licensable DSP market at 78%.

During the past five years, our business has showfitability growth and market share expansiomassult of the widespread
deployment of our DSP cores with all major han@€Ms — Huawei, LG Electronics, Motorola, Nokia, Samg, Sony-Ericsson, ZTE and a
major U.S.-based smartphone manufacturer. Thigipesiend is evident from our royalty revenues ethincreased by 71% for the first nine
months of 2011 as compared to the first nine mootf2910. Based on internal data and Strategy Aealyworldwide shipment data,
CEVA's worldwide market share of cellular basebahips that incorporate our technologies reachedoxppately 41% of the worldwide
shipment volume based on second quarter 2011 winltdghipments. Revenues derived from the handaédtshabile broadband markets
accounted for approximately 81% of our total revanfor the first nine months of 2011. Nonethelesshelieve the full scale migration to
our DSP cores and technologies in the handsetmabie broadband markets has not been fully redl@e continues to progress. The
mobile broadband space is a category of wirelea®led products, among which are data cards, talnletisooks, eReader, automotive and
smart grids. We believe Texas Instruments’ exitrfithe baseband market, after historically havingnbe large player in this market, as well
as the emergence of merchant chips from compaudsas Broadcom, Intel and Spreadtrum, are strosgiye drivers for our future market
share expansion.

Strategy Analytics forecasts that worldwide cellldaseband shipments will grow by 10.5% in 201f6etxch 2.08 billion units. We
believe that the majority of this growth will corfrem advanced-feature phone and low-cost smartptdeneands in developing countries and
the broader adoption of advanced smartphones inrmatarkets. We are well positioned to capitalizete growth in the above segments, as
well as growth from other mobile connected devisash as tablets, eReaders, and other machine dmaaltvices as key chip suppliers
serving these markets use our technologies brokdigsson projects there will be one billion peramobile broadband connections at the
end of 2011 and five billion in 2016. The sourceati$ substantial growth is primarily due to neweggries of devices that utilize cellular
connectivity.

Beyond products enabled by our technologies in $etscand mobile broadband markets, during the thiedter of 2011, there was a
higher contribution in our licensing revenue froar multimedia product lines targeting new applicas such as video, imaging and audio.
During the third quarter, we completed the firselising agreement for our CEMAM3000 video and imaging platform, as well as atstgic
licensing agreement for our audio DSP with a Tibafhdset and tablet Japanese OEM.

Notwithstanding the various growth opportunitiesveere outlined above, our business operates igldyhtompetitive environment.
Competition has historically increased pricing praes for our products and decreased our averdgm geices. Some of our competitors
have reduced their licensing and royalty feestiaeit customers and expand their market sharerder o penetrate new markets and
maintain our market share with our existing produate may need to offer our products in the fuirl®wer prices which may result in low
profits. In addition, our future growth is depentieat only on the continued success of our exigtirafucts but also the successful
introduction of new products, which requires theidation of resources into research and developmiith in turn may increase our
operating expenses. We anticipate that our operatipenses will be higher for during 2011 in congmar to 2010, mainly due to: (1) an
increase in non-cash equity-based compensatiomegpalue to new option grants to employees; (2¢ased investments in research and
development in next generation CEVA-XC DSP for wireless, as well as new MM3000 HD video and imggitatforms, including the
addition of new engineers, higher salaries andadlaxpenses; and (3) to some extent currency egehexpenses as the U.S. dollar is
currently devalued against the New Israeli Sheké¢lS”), the Euro and the British Pound, which ahne primary currencies for our employee
salary expenses. Furthermore, since our produetsieorporated into end products of our OEM custsmaur business is very dependent on
our OEM customers’ ability to achieve market acaape of their end products in the handsets anduoosiselectronic markets, which are
similarly very competitive.
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The ever-changing nature of the market also affestscontinued business growth potential. For exantpe success of our video and
audio products is highly dependent on the markeptoin of new services and products, such as shmamgs, tablets, connected TVs and set-
top boxes. In addition, our business is affectednlayket conditions in emerging markets, such as&Hhndia, Latin America and Africa,
where the penetration of handsets, especially lostghones, could generate future growth potefaiabur business. The maintenance of our
competitive position and our future growth also dependent on our ability to adapt to ever-chantgafnologies, short product life cycles,
evolving industry standards, changing customer si@ad the trend towards cellular connectivity, woide, audio and video convergence in
the markets that we operate.

Moreover, due to the uncertainty about the sustélibaof the market recovery, it is extremely diffilt for our customers, our vendors
and us to accurately forecast and plan future legsiactivities. Therefore, current economic cood#j and specifically the volatility in the
semiconductor and consumer electronics indusitimdd seriously impact our revenue and harm ouinless, financial condition and
operating results. As a result, our past operatsglts should not be relied upon as an indicaifdature performance.

RESULTS OF OPERATIONS
Total Revenues

Total revenues were $14.8 million and $44.3 millionthe third quarter and first nine months of 20despectively, representing an
increase of 39% for both periods, as comparedaa@tresponding periods in 2010. The increasetal tevenues for the third quarter of 2(
and for the first nine months of 2011 reflectechdigantly higher royalty revenues and higher lising revenues offset by lower other
revenues. Five largest customers accounted forat@¥62% of our total revenues for the third quaated first nine months of 2011,
respectively, as compared to 63% and 57% for thepawable periods in 2010. Three customers accodot&tb%, 17% and 19% of our total
revenues for the third quarter of 2011, as comptrddur customers that accounted for 10%, 16%, a4%15% of our total revenues for the
third quarter of 2010. Three customers accounted486, 17% and 15% of our total revenues for thst fiine months of 2011, as compared
to two customers that accounted for 17% and 21%uptotal revenues for the first nine months of@Because of the nature of our license
agreements and the associated large initial payirg, the identity of major customers generallyegafrom quarter to quarter and we do
believe that we are materially dependent on anyspeeific customer or any specific small numbeliaginsees. Our total revenues derived
from the handsets market represented 81% of oalr®tenues for both the third quarter and firgeninonths of 2011, as compared to 66%
and 69% for the comparable periods in 2010.

We generate our revenues from licensing our tecgyphlwhich in certain circumstances is modifiedttstomer-specific requirements.
We account for our IP license revenues and relsgedces in accordance with Financial Accountirgn8ards Board (“FASB”) Accounting
Standards Codifications (“ASC”) No. 985-605, “Sodine Revenue Recognition.” Revenues from license ttes involve significant
customization of our IP to customer-specific speations are recognized in accordance with thecjplas set out in FASB ASC No. 605-35-
25 “Construction-Type and Production-Type Contré&sognition.”

We generate royalty revenue from our customerscbaseéwo models: royalties paid by our customeminguthe period in which they
ship units of chipsets incorporating our technologliich we refer to as “per unit royalties,” angatiies which are paid in a lump sum and in
advance to cover a pre-determined fixed numbeutoi€ unit shipments, which we refer to as “prepaighlties.” In either case, these
royalties are non-refundable payments and are réped when payment becomes due, provided no fatoiigation exists. Prepaid royalties
are recognized under our licensing revenue linepidpaid royalty revenue was generated duringting tjuarter and first nine months ended
September 30, 2011. Prepaid royalties accounte8%oand 2% of our total revenues for the third tpreand first nine months of 2010,
respectively. Only royalty revenue from customelmware paying as they ship units of chipsets imu@ing our technology is recognized in
our royalty revenue line. These per unit royalties invoiced and recognized on a quarterly basisrigars as we receive quarterly shipment
reports from our licensees.

Licensing Revenues

Licensing revenues were $5.2 million and $15.5iamilfor the third quarter and first nine month26fL.1, respectively, an increase of
17% and 13% from the third quarter and first nirenths of 2010. The increase in licensing revenaethe third quarter of 2011, as
compared to the corresponding period of 2010, teduhainly from higher revenues from our newest @EXC DSP core and our BlueToc
IP, partially offset by lower revenues from our@CEVA-X DSP core. The increase in licensing rexanfor the first nine months of 2011,
as compared to the corresponding period of 20H0terd mainly from higher revenues from our nevisyA-XC DSP core, our BlueTooth
IP, and our SAS/SATA IP, partially offset by lowewenues from our older CEVA-X DSP core and our @EReakLite DSP core family of
products. We also concluded strategic licensingemgents with a high volume semiconductor vendoofmmew CEVA-MM3000 platform
to be used for smartphones and smart-TVs and witr ane Japanese handset and tablet OEM forualio glatform.
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Licensing revenues accounted for 35% of our t@aénues for both the third quarter and first nirmths of 2011, compared to 42%
and 43% for the comparable periods of 2010. Duittiegthird quarter of 2011, we concluded eight nieenise agreements. Six agreements
were for CEVA DSP cores, platforms and softwares agreement was for our CEVA SATA/SAS product liaed one agreement was for
our CEVA Bluetooth technology. Target applicatidoscustomer deployment are 4G baseband processdes, imaging and audio in
application processors, power line communicatiédisq), connectivity and solid state drives (SSD®o@aphically, two of the agreements
signed were in the U.S. and six were in Asia Pagificluding Japan.

Royalty Revenues

Royalty revenues were $8.8 million and $26.2 millfor the third quarter and first nine months ol 20respectively, an increase of 6
and 71% from the third quarter and first nine merih2010. Royalty revenues accounted for 59% otatal revenues for both the third
quarter and first nine months of 2011, comparetPth and 48% for the comparable periods of 2010aRpyevenues for the first nine
months of 2010 included $0.4 million of catch-upaties on past shipments from two existing custenirethe consumer space. Excluding
the “catch up'royalties, the increase in royalty revenues fortttiel quarter and first nine months of 2011 retfbelcthe continued expansior
our DSPs across both handset and non-handsetacedluhbled products, which was driven by large &G, 3G and TD-SCDMA phones,
partially offset by a decrease in the average pérrayalty rate. Our per unit and prepaid royatystomers reported sales of 250 million and
731 million chipsets incorporating our technolodiasthe third quarter and first nine months of 20fespectively, compared to 141 million
and 391 million for the comparable periods of 20Me five largest customers paying per unit royattgounted for 82% and 75% of our tc
royalty revenues for the third quarter and firstenmonths of 2011, respectively, compared to 80867896 for the comparable periods of
2010.

As of September 30, 2011, 29 licensees were shggmpioducts incorporating our technologies purst@ai38 licensing arrangements. As
of September 30, 2010, 26 licensees were shippimgupts incorporating our technologies pursuardtdicensing arrangements.

Other Revenues

Other revenues were $0.9 million and $2.5 millionthe third quarter and first nine months of 20&Epectively, a decrease of 12%
8% from the third quarter and first nine month2010, respectively. The decrease in other revefanebe third quarter of 2011 reflected
principally lower support-related revenues. Therdase in other revenues for the first nine montf20a1l reflected principally lower sales of
development systems. Other revenues accounteddaf@®ur total revenues for both the third quaated first nine months of 2011,
compared to 9% for both comparable periods of 2@tber revenues include support and training frerisees and sale of development
systems.

Geographic Revenue Analysis

Nine months Nine months Third Quarter Third Quarter
2011 2010 2011 2010
(in millions, except percentages) (in millions, except percentages)
United State: $11.4 26% $6.8 21% $4.8 32% $3.C 28%
Europe and Middle East (1) ( $15.2 34% $14.¢ 47% $4.C 27% $3.€ 34%
Asia Pacific (3) (4 $17.€  40% $10.2 32% $6.C 41% $41  38%
(1) Germany $98 22% $6.7 21% $2.2 15% $1.€ 15%
(2) Switzerlanc $45 10% $44 14% $ *) *) $28 26%
(3) Taiwan $ *) *) $ ) *) $17 11% $ *)  *)
(4) China $10.C. 22% $ 6.1 19% $3.€ 24% $3.2 30%

*)  Lessthan 109

Due to the nature of our license agreements anddseciated potential large individual contract ants, the geographic split of
revenues both in absolute and percentage termsajlgneries from quarter to quarter.

Cost of Revenues

Cost of revenues were $0.8 million and $2.6 millionthe third quarter and first nine months of 20fdespectively, compared to $1.0
million and $2.6 million for the comparable pericaf2010. Cost of revenues accounted for 5% anabétir total revenues for the third
guarter and first nine months of 2011, respectivetynpared to 9% and 8% for the comparable pend@910. The
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decrease for the third quarter of 2011 principedfjected lower customization work for our license€he slight increase for the first nine
months of 2011 principally reflected higher salangd related costs and higher non-cash equity-bas®gensation expenses, partially offset
by lower customization work for our licensees. tted in cost of revenues for the third quarterfastinine months of 2011 was a non-cash
equity-based compensation expense of $61,000 afj®10, respectively, compared to $23,000 and $86i@r the comparable periods of
2010.

Gross Margin

Gross margin for the third quarter and first ninentins of 2011 were 95% and 94%, respectively, coetpt 91% and 92% for the
comparable periods of 2010. The increase in gr@sgimfor the third quarter and first nine montfi2@11 principally reflected higher
royalty revenues which have higher gross margins.

Operating Expenses

Total operating expenses were $9.3 million and Gadllion for the third quarter and first nine mbatof 2011, respectively, compared
to $7.4 million and $23.2 million for the comparalpleriods of 2010. The increase in total operatixmenses for the third quarter of 2011
principally reflected higher salary and relatedtspBigher currency exchange expenses as a réshé devaluation of the U.S. dollar against
the Israeli NIS, higher project-related expensed, gher non-cash equity-based compensation egpepartially offset by higher research
grants received from the Office of Chief Scientitsrael. The increase in total operating expefsethe first nine months of 2011
principally reflected higher salary and relatedtspbigher currency exchange expenses as a réshét devaluation of the U.S. dollar against
the Israeli NIS, and higher non-cash equity-basedpensation expenses.

We currently anticipate that our operating expemgéde higher in 2011 in comparison to 2010, niaidue to: (1) an increase in non-
cash equity-based compensation expenses due toptem grants to employees; (2) increased investsnarresearch and development in
next generation CEVA-XC DSP for our wireless, a8l w& new MM3000 HD video and imaging platforms;limding the addition of new
engineers, higher salaries and related expenseég3ato some extent currency exchange expensihe a$.S. dollar is currently devalued
against the NIS, the Euro and the British Poundclvhre the primary currencies for our employearyaéxpenses.

Research and Development Expenses, Net

Our research and development expenses were $8idmaihd $15.8 million for the third quarter antsfinine months of 2011,
respectively, compared to $4.1 million and $13.Riom for the comparable periods of 2010. The netéase for the third quarter of 2011
principally reflected higher salary and relatedtspBigher currency exchange expenses as a réshé devaluation of the U.S. dollar against
the Israeli NIS, higher project-related expenseaktagher non-cash equity-based compensation expepasdially offset by higher research
grants received from the Office of Chief Scientittsrael. The net increase for the first nine nherf 2011 principally reflected higher sal
and related costs, higher currency exchange experssa result of the devaluation of the U.S. dalminst the Israeli NIS and higher non-
cash equity-based compensation expenses. Incladedeéarch and development expenses for the thader and first nine months of 2011
were non-cash equity-based compensation expen$gd 6f000 and $1,372,000, respectively, compar&d 83,000 and $489,000 for the
comparable periods of 2010. Research and develdpmpanses as a percentage of our total revenues3dbéo and 36% for the third quarter
and first nine months of 2011, respectively, coradan 39% and 42% for the comparable periods 00201

The number of research and development personrel@hat September 30, 2011, compared to 125 &i8bpr 30, 2010.

Sales and Marketing Expenses

Our sales and marketing expenses were $2.1 malioh$6.6 million for the third quarter and firsh@imonths of 2011, respectively,
compared to $1.7 million and $5.2 million for thentparable periods of 2010. The increase for thre dpiarter of 2011 principally reflected
higher salary and related expenses, and highecasim-equity-based compensation expenses. The $eci@athe first nine months of 2011
principally reflected higher salary and relatedenges, higher commission expenses and higher rebnecpuity-based compensation
expenses. Included in sales and marketing expdaists third quarter and first nine months of 2@ldre non-cash equity-based
compensation expenses of $291,000 and $747,0¢&atagely, compared to $92,000 and $300,000 foctimaparable periods of 2010. Sales
and marketing expenses as a percentage of ourestiues were 14% and 15% for the third quartdrfisst nine months of 2011,
respectively, compared to 16% for both comparabléods of 2010.

The total number of sales and marketing personasl28 at September 30, 2011, compared to 22 a¢i8bpt 30, 2010.
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General and Administrative Expenses

Our general and administrative expenses were $Rlibmrand $5.6 million for the third quarter anidst nine months of 2011,
respectively, compared to $1.6 million and $4.7iomlfor the comparable periods of 2010. The inseefor the third quarter of 2011
principally reflected higher salary and relatedenges and higher non-cash equity-based compensafi@mses. The increase for the first
nine months of 2011 principally reflected higheasaand related expenses, higher professionalcgacost and higher non-cash equity-
based compensation expenses. Included in geneataldministrative expenses for the third quarterfastinine months of 2011 were non-
cash equity-based compensation expenses of $558r@D$1,250,000, respectively, compared to $23%0@0$816,000 for the comparable
periods of 2010. General and administrative expease percentage of total revenues were 14% &nbvddrahe third quarter and first nine
months of 2011, respectively, compared to 15% &th lkomparable periods of 2010.

The number of general and administrative persowasl24 at September 30, 2011, compared to 22 &i8bpr 30, 2010.

Financial and Other Income, Net (in millions)

Third Quarter

Nine Months Nine Months Third Quarter
2011 2010 2011 2010
Financial income, net $ 2.04 $ 1.5¢ $ 0.7¢ $ 0.4¢
of which:
Interest income and gains and losses from
marketable securities, n $ 2.0¢ $ 1.5¢ $ 0.7¢ $ 0.5t
Foreign exchange gain (los $ (0.09 $ 0.01 $ 0.0t $ (0.0¢)
Other income
Gain from sale of equipme $ 0.01 $ — $ — $ —

Financial income, net, consists of interest eamethvestments, gains and losses from marketableises, amortization of discounts
and premiums on marketable securities and foreighange movements. The increase in interest in@rdeagains and losses from
marketable securities, net, during the third quaatel first nine months of 2011 principally refledthigher combined cash, bank deposits and
marketable securities balances held.

We review our monthly expected non-U.S. dollar deimated expenditures and look to hold equivalemtddS. dollar cash balances to
mitigate currency fluctuations. This has resulted foreign exchange gain of $49,000 and a foreigmange loss of $44,000 for the third
quarter and first nine months of 2011, respectivaehd a foreign exchange loss of $54,000 and agiovexchange gain of $12,000 for the
comparable periods of 2010.

Provision for Income Taxes

Our income tax expenses were $571,000 and $1,9980@he third quarter and first nine months ol 20respectively, compared to a
tax benefit of $208,000 and a tax expense of $8@rf0r the comparable periods of 2010. The incréasthe third quarter of 2011 primarily
reflected (i) an increase in income before taxed, (&) a tax benefit in the third quarter of 20d@ich was primarily associated with
adjustments related to international cost alloceti@s well as tax planning strategies to utilizeain deferred tax assets. The increase for the
first nine months of 2011 primarily reflected (i) Bncrease in income before taxes and (i) a tarefiein the third quarter of 2010 which was
primarily associated with adjustments related terimational cost allocations, as well as tax plagrstrategies to utilize certain deferred tax
assets, offset by withholding tax expenses whichwane unable to obtain a refund from a certainaathority during the first nine months of
2010. We have significant operations in Israel medRepublic of Ireland, and a substantial portbour taxable income is generated there.
Currently, our Israeli and Irish subsidiaries aeetd at rates substantially lower than U.S. taasrat

Our Irish operating subsidiaries qualified for &d.€ax rate on its trade until December 31, 2018c&UJanuary 1, 2011, a new tax ral
12.5% is in effect going forward.

Our Israeli operating subsidiary’s production féigis have been granted “Approved Enterprise” statuder Israeli law in connection
with six separate investment plans. Accordinglgoime from an “Approved Enterprise” is tax-exemptdgeriod of two or four years and is
subject to a reduced corporate tax rate of 109%% @ased on percentage of foreign ownership)ricadditional period of six or eight years.
The tax benefit under the first, second, third Bmdth plans have expired and are subject to catpdax of 24% in 2011. However, the Isr
operating subsidiary received in 2008 an apprawmattfe erosion of tax basis in respect to its sdcthird and fourth plans, and as a result no
taxable income was attributed to these plans.
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On April 1, 2005, an amendment to the Israeli Ihwest Law came into effect (the “Amendment”) anghdficantly changed the
provisions of the Investment Law. The Amendmenluded revisions to the criteria for investmentslijiga to receive tax benefits as an
“Approved Enterprise.” The Amendment applies to nevestment programs and investment programs cormimgafter 2004, and does not
apply to investment programs approved prior to Demer 31, 2004, and therefore benefits includedincertificate of approval that was
granted before the Amendment came into effectreithain subject to the provisions of the Investnieaw as they were on the date of such
approval. Our Israeli subsidiary’s seventh plam{otenced in 2007) and eighth plan (commenced in P&Hsubject to the provisions of the
Amendment. We believe that we are currently in ciienpe with the requirements of the Amendment. Heaveif we fail to meet these
requirements, we would be subject to corporatértasrael at the regular statutory rate of 24%2%0t1. We could also be required to refund
tax benefits, with interest and adjustments folaiidn based on the Israeli consumer price index.

On December 29, 2010, a new Economic Policy Law2@ir1 2012 was approved, which included an amendmergtdnivestment La
(the “New Amendment”). The New Amendment allows pamies to continue compliance with the Investmew las in effect prior to
enactment of the New Amendment until the end oftreefits period for the applicable investment plamlieu of compliance with the New
Amendment. We do not intend to implement the NeweAdment in the foreseeable future, and intend mtirmee to comply with the
Investment Law as in effect prior to enactmentef New Amendment.

Certain expenditures pursuant to Israeli law arenjiged to be recognized as a tax deduction ovbree year period which has resulted
in the recognition of deferred tax assets durirggtttird quarter and first nine months of 2011.

LIQUIDITY AND CAPITAL RESOURCES

As of September 30, 2011, we had approximately@@&#llion in cash and cash equivalents, $34.5 millin short term bank deposits,
$80.0 million in marketable securities, and $18idion in long term bank deposits, totaling $158@lion, compared to $131.0 million at
December 31, 2010. During the first nine month&@#1, we invested $59.9 million of cash in bankat#s and available-fogsale marketabl
securities with maturities up to 36 months. In &ddi during the same period, bank deposits andadle-for-sale marketable securities were
sold or redeemed for cash amounting to $38.7 millicadable certificates of deposits and corpdrateds and securities are classified as
available-for-sale marketable securities. The pasehand sale or redemption of available-for-salkatable securities are considered part of
investing cash flow. Available-for-sale marketabéeurities are stated at fair value, with unredligains and losses reported in accumulated
other comprehensive income (loss), a separate coempof stockholders’ equity, net of taxes. Realigains and losses on sales of
investments, as determined on a specific identifioebasis, are included in the consolidated statémof operations. Determining whether
the decline in fair value is other-than-temporaguires management judgment based on the speitie &nd circumstances of each
investment. We periodically assess whether oursiments with unrealized losses are other than teamipoimpaired (“OTTI"). OTTI
charges exist when we have the intent to sell¢loarity, we will more likely than not be requirexigell the security before anticipated
recovery or we do not expect to recover the eatinertized cost basis of the security (that isealitloss exists). OTTI is determined base
the specific identification method and is repoiitethe consolidated statements of operations. Wendi recognize any OTTI charges on
marketable securities during the first nine momth2011.

Bank deposits are classified as short-term banksiepand long-term bank deposits. Short-term lalgosits are non-tradable deposits
with maturities of more than three months but tbss one year, whereas long-term bank depositsardradable deposits with maturities of
more than one year. Non-tradable deposits are miegbat their cost, including accrued interest, pundthases and sales are considered part o
cash flows from investing activities.

Net cash provided by operating activities for tinst hine months of 2011 was $18.0 million, complaie $10.8 million of net cash
provided by operating activities for the compargigeiod of 2010.

Cash flows from operating activities may vary siigaintly from quarter to quarter depending on fh@rtg of our receipts and paymer
Our ongoing cash outflows from operating activifeemcipally relate to payroll-related costs andigdttions under our property leases and
design tool licenses. Our primary sources of cabws are receipts from our accounts receivabtkiaterest earned from our cash, deposits
and marketable securities. The timing of receiptcoounts receivable from customers is based thmwoompletion of agreed milestones or
agreed dates as set out in the contracts.

Net cash used in investing activities for the firte months of 2011 was $21.4 million, compare#i® million of net cash used in
investing activities for the comparable period 81Q2. We had a cash outflow of $34.4 million andstcinflow of $25.5 million in respect of
investments in marketable securities during thet fine months of 2011, as compared to cash outifd®46.7 million and a cash inflow of
$29.7 million in respect of investments in markéteatecurities during the first nine months of 2080« the first nine months of 2011, we had
net investment of $12.3 million in bank depositscampared to net proceeds of $11.3 million fromkbdeposits for the comparable periot
2010.
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Net cash provided by financing activities for tirstfnine months of 2011 was $8.9 million, compai@&7.0 million net cash provided
by financing activities for the comparable perid®610.

During the first nine months of 2010, we repurclla®®9,709 shares of common stock pursuant to @resiepurchase program, at an
average purchase price of $11.2 per share for greggte purchase price of $1.6 million. No repuselsavere done during the first nine
months of 2011.

During the first nine months of 2011, we receiv&d7dmillion from the issuance of common stock upaarcises of stock options and
purchases under our employee stock purchase gamnapared to $7.4 million received during thet fiise months of 2010 from the
issuance of common stock and treasury stock upercises of stock options and purchases under oplogae stock purchase plan. During
the first nine months of 2011 and 2010, we claagi81.2 and $1.1 million, respectively, of excesshtenefit from equitypased compensatis
as financing cash flows.

We believe that our current cash on hand, shom-teposits and marketable securities, along wish é@m operations, will provide
sufficient capital to fund our operations for eadethe next 12 months. We cannot provide assusahogever, that the underlying assumed
levels of revenues and expenses will prove to barate.

In addition, as part of our business strategy, eeasionally evaluate potential acquisitions of hasses, products and technologies.
Accordingly, a portion of our available cash mayused at any time for the acquisition of compleragnproducts or businesses. Such
potential transactions may require substantialtahmsources, which may require us to seek additidebt or equity financing. We cannot
assure you that we will be able to successfullytifye suitable acquisition candidates, completeusgitions, integrate acquired businesses
our current operations, or expand into new markaigthermore, we cannot provide assurances thai@u financing will be available to
in any required time frame and on commercially oeable terms, if at all. See “Risk Factors—We megksto expand our business through
acquisitions that could result in diversion of nes@s and extra expenses.” for more detailed irdition.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

A majority of our revenues and a portion of our@nxges are transacted in U.S. dollars and our emsétgabilities together with our
cash holdings are predominately denominated in dbfars. However, the majority of our expensesdmeominated in currencies other than
the U.S. dollar, principally the Euro, the NIS a&hd British Pound. Increases in volatility of thelange rates of currencies other than the
U.S. dollar versus the U.S. dollar could have areegk effect on the expenses and liabilities thatngur when remeasured into U.S. dollars.
We review our monthly expected non-U.S. dollar deimated expenditures and look to hold equivalemtddS. dollar cash balances to
mitigate currency fluctuations. This has resulted foreign exchange gain of $49,000 and a foreigmange loss of $44,000 for the third
quarter and first nine months of 2011, respectivahd a foreign exchange loss of $54,000 and &fvexchange gain of $12,000 for the
comparable periods of 2010.

As a result of currency fluctuations and the remeament of non-U.S. dollar denominated expenditinés.S. dollars for financial
reporting purposes, we may experience fluctuatiomair operating results on an annual and quartexyjs. To protect against the increase in
value of forecasted foreign currency cash flow ltesy from salaries paid in currencies other thaa t).S. dollar during the year, we institu
a foreign currency cash flow hedging program stgrin the second quarter of 2007. We hedge portbtise anticipated payroll for our non-
U.S. employees denominated in currencies otherttiak).S. dollar for a period of one to twelve ntantvith forward and option contracts.
During the third quarter and first nine months 612, we recorded accumulated other comprehenssseoo$345,000 and $369,000,
respectively, from our forward and option contraaest of taxes, with respect to anticipated payerflenses for our non-U.S. employees.
During the third quarter and first nine months 61Q, we recorded accumulated other comprehensine§&362,000 and $89,000,
respectively, from our forward and option contraotst of taxes, with respect to anticipated payerpienses for our non-U.S. employees. As
of September 30, 2011, the amount of other compisahe loss from our forward and option contracts, af taxes, was $150,000, which will
be recorded in the consolidated statements of ipesaduring the following 10 months. We recognizexet gain of $41,000 and $283,000
for the third quarter and first nine months of 20fEkpectively, and a net loss of $20,000 and gaietof $63,000 for the comparable periods
of 2010, related to forward and options contraddfe.note that hedging transactions may not sucdéssfitigate losses caused by currency
fluctuations. We expect to continue to experieteedffect of exchange rate and currency fluctuatmman annual and quarterly basis.

The majority of our cash and cash equivalentsrarested in high grade certificates of deposits widjor U.S., European and Israeli
banks. Generally, cash and cash equivalents arlddegosits may be redeemed and therefore miniraditatisk exists with respect to them.
Nonetheless, deposits with these banks exceedeter&l Deposit Insurance Corporati“FDIC”) insurance limits or similar limits in foreic
jurisdictions, to the extent such deposits are énsured in such foreign jurisdictions. While wemitor on a systematic basis the cash
cash equivalent balances in the operating accamttsdjust the balances as appropriate, thesedealaould be impacted if one or more of
the financial institutions with which we depositrdunds fails or is subject to other
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adverse conditions in the financial or credit mésk&o date, we have experienced no loss of prathaplack of access to our invested cash or
cash equivalents; however, we can provide no asserdat access to our invested cash and cashadentiy will not be affected if the
financial institutions that we hold our cash andhcaquivalents fail.

We hold an investment portfolio consisting prindipaf corporate bonds and securities. We intemd, laave the ability, to hold such
investments until recovery of temporary declinemerket value or maturity; accordingly, as of Segier 30, 2011, we believe the losses
associated with our investments are temporary arichpairment loss was recognized during the finsermonths of 2011. However, we can
provide no assurance that we will recover presealimies in the market value of our investments.

Interest income and gains and losses from marletsdurities, net, were $0.73 million and $2.08iomilfor the third quarter and first
nine months of 2011, respectively, compared to%M8lion and $1.58 million for the comparable pei$ of 2010.

We are exposed primarily to fluctuations in theeleaf U.S. and EMU (European Monetary Union) ingtmates. To the extent that
interest rates rise, fixed interest investments bmgdversely impacted, whereas a decline in isteates may decrease the anticipated
interest income for variable rate investments. Wechlly do not attempt to reduce or eliminate market exposures on our investment
securities because the majority of our investmargsshort-term. We currently do not have any déxiganstruments but may put them in
place in the future. Fluctuations in interest ratéhin our investment portfolio have not had, ameldo not currently anticipate such
fluctuations will have, a material effect on ourdncial position on an annual or quarterly basis.

Item 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repue carried out an evaluation, under the supenviaiad with the participation of our
Chief Executive Officer and Chief Financial Officef the effectiveness of the design and operaifayur disclosure controls and procedures.
Based on this evaluation, our Chief Executive @ifiand Chief Financial Officer concluded that oisctbsure controls and procedures were
effective as of September 30, 2011.

There has been no change in our internal contret fimancial reporting that occurred during our tregent fiscal quarter that has
materially affected or is reasonably likely to miathy affect our internal control over financiaporting.

PART Il. OTHER INFORMATION
Item 1. LEGAL PROCEEDINGS

We are not a party to any litigation or other legrdceedings that we believe could reasonably peatgd to have a material effect on
our business, results of operations and financiatition.

Item 1A. RISK FACTORS

This Form 10-Q contains forward-looking statemesttscerning our future products, expenses, reveimugdity and cash needs as well as
our plans and strategies. These forward-lookingesteents are based on current expectations and sunass no obligation to update this
information. Numerous factors could cause our akcteaults to differ significantly from the resuttescribed in these forward-looking
statements, including the following risk factors.

There are no material changes to the Risk Facessribed under the title “Factors That May Affeatdte Performance” in our Annual
Report on Form 10-K for the fiscal year ended Ddwen31, 2010 other than (1) changes to the RistoFaelow entitled “The markets in
which we operate are highly competitive, and assalt we could experience a loss of sales, lowieeprand lower revenue;” (2) changes to
the Risk Factor below entitled “Our quarterly operg results fluctuate from quarter to quarter tlua variety of factors, including our
lengthy sales cycle, and may not be a meaningflitator of future performance;” (3) changes toRgk Factor below entitled “We rely
significantly on revenue derived from a limited riagn of customers;” (4) changes to the Risk Factbow entitled “Royalty rates could
decrease for existing and future license agreenvemtsh could materially adversely affect our opigrgtresults;” (5) changes to the Risk
Factor below entitled “We generate a significanbant of our total revenues from the cellular maad our business and operating results
may be materially adversely affected if we do rmitmue to succeed in this highly competitive m&fk@) changes to the Risk Factor below
entitled “Because we have significant internatioogrations, we may be subject to political, ecoiccand other conditions relating to our
international operations that could increase o@rafing expenses and disrupt our revenues anddsassin(7) changes to the Risk Factor
below entitled “Our operations in Israel may beeadely affected by instability in the Middle Easgion;” (8) changes to the Risk Factor
below entitled “Our research and development ex@ensay increase if the grants we currently receom the Israeli government are
reduced or withheld;” and (9) changes to the Ra&tér below entitled “The Israeli tax benefits that currently receive and the government
programs in which we participate require us to nceetain conditions and may be terminated or rediircéhe future, which could increase
our tax expenses.”
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The markets in which we operate are highly competite, and as a result we could experience a losssailes, lower prices and lower
revenue.

The markets for the products in which our technplisgncorporated are highly competitive. Aggresstompetition could result in
substantial declines in the prices that we are @btharge for our intellectual property. Many of competitors are striving to increase their
share of the growing DSP market and are reduciel lilkensing and royalty fees to attract customéhe following factors may have a
significant impact on our competitiveness:

*  We compete directly in the DSP cores space withnGeg, Coresonic and Verisilico

*  We compete with CPU IP providers, such as ARM Hadi MIPS Technologies, Synopsys (through its aitpm of Virage
Logic), and Tensilica, who offer DSP and DSP extamsto their IP

» Our video solution is software-based and compett#shvardware implementations offered by companiehsas Imagination
Technologies and Chips & Media, as well as inteemgineering teams at companies such as Mediatedc@mm and ST
Ericsson that may design programmable DSP coreuptsdr-house and therefore not license our technologies

e SATA and SAS IP markets are highly standardizeth witveral vendors, such as Genna@howbush IP group, Silicon Image
Synopsys, that offer similar products, thereby ilegdo pricing pressures for both licensing andatyrevenue

In addition, we may face increased competition fomaller, niche semiconductor design companiesdrfuture. Some of our
customers also may decide to satisfy their needsigfn in-house design. We compete on the basisSef performance, overall chip cost,
power consumption, flexibility, reliability, commigation and multimedia software availability, dasigycle time, tool chain, customer
support, name recognition, reputation and finarstiEngth. Our inability to compete effectively thiese bases could have a material adverse
effect on our business, results of operations arah€ial condition.

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

In some quarters our operating results could bevbéhe expectations of securities analysts andsitave, which could cause our stock
price to fall. Factors that may affect our quastedsults of operations in the future include, amother things:

» the timing of the introduction of new or enhancedhnologies by us and our competitors, as welasrarket acceptance of such
technologies

» the timing and volume of orders and production by @istomers, as well as fluctuations in royaltyereues resulting from
fluctuations in unit shipments by our licensees sinifts by our customers from prepaid royalty agements to per unit royalty
arrangements

e royalty pricing pressures and reduction in royadties due to an increase in volume shipments bpmmgss, end-product price
erosion and competitive pressur

» the mix of revenues among licensing revenues, pi¢land prepaid royalties and service reven

» our lengthy sales cycle and specifically in theditjuarter of any fiscal year during which summacations slow down decision-
making processes of our customers in executing-actst

» the gain or loss of significant licensees, parthg do our dependence on a limited number of custogenerating a significant
amount of quarterly revenue

« any delay in execution of any anticipated licensangngement during a particular quar
» delays in the commercialization of end products itheorporate our technolog
« currency fluctuations of the Euro and NIS versesthS. dollar

» fluctuations in operating expenses and gross msu@gsociated with the introduction of new or enkdrtechnologies and
adjustments to operating expenses resulting fratnueturings

» the timing of certain R&D government grant payme

e our ability to scale our operations in responsehanges in demand for our technolog

e entry into new markets, including China, India &mdin America;

« changes in our pricing policies and those of oumpetitors;

e restructuring, asset and goodwill impairment anddteel charges, as well as other accounting chammgadjustments; an

» general economic conditions, including the curesdnomic conditions, and its effect on the semicetat industry and sales of
consumer products into which our technologies acerporated
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Each of the above factors is difficult to forecasstl could harm our business, financial conditioth sults of operations. Also, we
license our technology to OEM customers for incoagion into their end products for consumer markietsuding handsets and consumer
electronics products. The royalties we generateegperted by our customers and invoiced by us araeter in arrears. As a result, our royalty
revenues are affected by seasonal buying pattéemnsumer products sold by our OEM customersiti@trporate our technology and the
market acceptance of such ends products suppliedib@EM customers. The fourth quarter in any giyear is usually the strongest quarter
for sales by our OEM customers in the consumer atgrland thus, the first quarter in any given ygaisually the strongest quarter for
royalty revenues as our royalties are reportedimvmiced one quarter in arrears. By contrast, #wsd quarter in any given year is usually
the weakest quarter for us in relation to royadtyanues. However, this general quarterly fluctuatiay be impacted by global economic
conditions.

We currently anticipate that our operating expemgéde higher for 2011, in comparison to 2010,imhadue to: (1) an increase in non-
cash equity-based compensation expenses due toptem grants to employees; (2) increased investsnarresearch and development in
next generation CEVA-XC DSP for our wireless, a8l we new MM3000 HD video and imaging, platforms;luding the addition of new
engineers, higher salaries and related expenseég3ato some extent currency exchange expensihe a$.S. dollar is currently devalued
against the NIS, the Euro and the British Poundclvhre the primary currencies for our employearyaéxpenses.

We rely significantly on revenue derived from a linited number of customers.

We expect that a limited number of customers, gdlyevarying in identity from period-to-period, wiccount for a substantial portion
of our revenues in any period. Three customergingiin identity from period-to-period, accountexd £5%, 17% and 19% of our total
revenues for the third quarter of 2011 and 14%, &nh15% of our total revenues for the first ninenths of 2011. Our five largest
customers, varying in identity from period-to-pe&fi@ccounted for 78% and 62% of our total reverfioiethe third quarter and first mime
months of 2011, respectively. Our five largest cosdrs paying per unit royalties, varying in idgnfiom period-to-period, accounted for
82% and 75% of our total royalty revenues for thiedtquarter and first nine months of 2011, respett. Moreover, license agreements for
our DSP cores have not historically provided fdsstantial ongoing license payments. Significantipos of our anticipated future revenue,
therefore, will likely depend upon our successtireating new customers or expanding our relatiggsstvith existing customers. Our ability
to succeed in these efforts will depend on a waoéfactors, including the performance, qualitygddth and depth of our current and future
products, as well as our sales and marketing skilladdition, some of our licensees may in thereidecide to satisfy their needs through in-
house design and production. Our failure to obfiatiare licensing customers would impede our futereenue growth and could materially
harm our business.

Royalty rates could decrease for existing and fut license agreements which could materially adverdyeaffect our operating results.

Royalty payments to us under existing and futurense agreements could be lower than currentlgipated for a variety of reasons.
Average selling prices for semiconductor produeisegally decrease over time during the lifespaa pfoduct. In addition, there is increas
downward pricing pressures in the semiconductanstrg on end products incorporating our technol@gpecially end products for the
cellular and consumer electronics markets. As alt,@sotwithstanding the existence of a licenseeagrent, our customers may demand that
royalty rates for our products be lower than ostdric royalty rates. We have in the past and neapriessured in the future to renegotiate
existing license agreements with our customeradttition, certain of our license agreements prothdé royalty rates may decrease in
connection with the sale of larger quantities afdarcts incorporating our technology. Furthermotg,apmpetitors may lower the royalty
rates for their comparable products to win markeirs which may force us to lower our royalty raesvell. As a consequence of the above
referenced factors, as well as unforeseen faataditsei future, the royalty rates we receive for afseur technology could decrease, thereby
decreasing future anticipated revenue and cash fRmoyalty revenues were 59% of our total revenoe®th the third quarter and first nine
months of 2011. Therefore, a significant decreas®ir royalty revenues could materially adversélgch our operating results.

We generate a significant amount of our total revemes from the cellular market and our business andperating results may be
materially adversely affected if we do not continug¢o succeed in this highly competitive market.

Revenues derived from the cellular market accoufttedpproximately 81% of our total revenues fottbitne third quarter and first ni
months of 2011, respectively. Any adverse changriimability to compete and maintain our compegifposition in the cellular market,
including through the introduction by competitofeeahanced technologies that attract OEM customhettstarget the cellular market, would
harm our business, financial condition and resfligperations. Moreover, the cellular market ig@xtely competitive and is facing intense
pricing pressures, and we expect that competitimhpaicing pressures will only increase. Our erGtOEM customers may fail to introduce
new handsets that attract consumers, or encougteficant delays in developing, manufacturing bipping new or enhanced handsets in
market. The inability of our OEM customers to cotepsould result in lower shipments of handsets pediédy our technologies which in
turn would have a material adverse effect on ogirass, financial condition and results of operatio
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We depend on market acceptance of third-party semamductor intellectual property.

The semiconductor intellectual property (SIP) irtduss a relatively small and emerging industry.r@uture growth will depend on the
level of market acceptance of our third-party lgale intellectual property model, the varietyrdéllectual property offerings available on
the market, and a shift in customer preference dveery in-house development of proprietary DSPs tolwdicensing open DSP cores.
Furthermore, the third-party licensable intelletraperty model is highly dependent on the maskdiption of new services and products,
such as smartphones, mobile broad band, ultra-tmst-fthones in emerging markets, Personal MultimBtigers (PMP), Blu-ray DVDs,
connected digital TVs and set-top boxes with higfinition audio and video. Such market adoptiommportant because the increased cost
associated with ownership and maintenance of the wmmplex architectures needed for the advanaeites and products may motivate
companies to license third-party intellectual pmiypeather than design them in-house.

The trends that would enable our growth are largelyond our control. Semiconductor customers alap choose to adopt a muttiip,
off-the-shelf chip solution versus licensing orngshighly-integrated chipsets that embed our telduies. If the above referenced market
shifts do not materialize or thingarty SIP does not achieve market acceptance,usiméss, results of operations and financial canditoulc
be materially harmed.

Because our IP solutions are components of end prodts, if semiconductor companies and electronic eqament manufacturers do not
incorporate our solutions into their end products @ if the end products of our customers do not achie market acceptance, we may
not be able to generate adequate sales of our procis.

We do not sell our IP solutions directly to endwss&ve license our technology primarily to semicactdr companies and electronic
equipment manufacturers, who then incorporate eehirtology into the products they sell. As a resudtrely on our customers to incorporate
our technology into their end products at the desigge. Once a company incorporates a competigmtsology into its end product, it
becomes significantly more difficult for us to sellr technology to that company because changipglieus involves significant cost, time,
effort and risk for the company. As a result, weyrimecur significant expenditures on the developnara new technology without any
assurance that our existing or potential customwétselect our technology for incorporation inteetr own product and without this “design
win,” it becomes significantly difficult to sell ouP solutions. Moreover, even after a customeeeagjto incorporate our technology into its
end products, the design cycle is long and mayetesydd due to factors beyond our control, which meylt in the end product incorporating
our technology not reaching the market until loftgrathe initial “design win” with such customemdm initial product design-in to volume
production, many factors could impact the timing/an amount of sales actually realized from thdgtes1. These factors include, but are
limited to, changes in the competitive positioroaf technology, our customers’ financial stabilayd our ability to ship products according
to our customers’ schedule. Moreover, current esoa@onditions may further prolong a customer’sisien-making process and design
cycle.

Further, because we do not control the businesgipea of our customers, we do not influence thgreke to which they promote our
technology or set the prices at which they seltpats incorporating our technology. We cannot asgou that our customers will devote
satisfactory efforts to promote our IP solutiomsatidition, our unit royalties from licenses arpeledent upon the success of our customers ir
introducing products incorporating our technology ¢he success of those products in the marketpldeeprimary customers for our
products are semiconductor design and manufactadngpanies, system OEMs and electronic equipmentfaaturers, particularly in the
telecommunications field. These industries are lgighclical and have been subject to significardgreamic downturns at various times,
particularly in recent periods, including the glbbaonomic downturn that started in the second ¢fa#008. These downturns are
characterized by production overcapacity and redlueeenues, which at times may encourage semictmdecmpanies or electronic product
manufacturers to reduce their expenditure on athrielogy. If we do not retain our current custonsrd continue to attract new customers,
our business may be harmed.

Because we have significant international operatia) we may be subject to political, economic and ath conditions relating to our
international operations that could increase our oprating expenses and disrupt our revenues and bugss.

Approximately 74% of our total revenues for thatfinine months of 2011 were derived from custortwrated outside of the United
States. We expect that international customersowiitinue to account for a significant portion af sevenue for the foreseeable future. As a
result, the occurrence of any negative internatipoéitical, economic or geographic events couklitein significant revenue shortfalls. Thi
shortfalls could cause our business, financial @#@mand results of operations to be harmed. Sofke risks of doing business
internationally include:

» unexpected changes in regulatory requirem
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» fluctuations in the exchange rate for the U.S.atg

» imposition of tariffs and other barriers and regtoins;

» burdens of complying with a variety of foreign lawi®aties and technical standatr

» uncertainty of laws and enforcement in certain ¢oes relating to the protection of intellectuabperty;
« multiple and possibly overlapping tax structured potentially adverse tax consequent

» political and economic instability; ar

» changes in diplomatic and trade relationsh

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

Our success depends to a significant extent updaicef our key employees and senior managemieatoss of which could materia
harm our business. Competition for skilled emplayieeour field is intense. We cannot assure yotiththe future we will be successful in
attracting and retaining the required personnel.

The sales cycle for our IP solutions is lengthy, vith makes forecasting of our customer orders and xenues difficult.

The sales cycle for our IP solutions is lengthyewnfasting three to nine months. Our customersgdiy conduct significant technical
evaluations, including customer trials, of our tealogy as well as competing technologies prior &kimg a purchasing decision. In addition,
purchasing decisions also may be delayed becauseustomer’s internal budget approval procesghEumnore, given the current market
conditions, we have less ability to predict theitignof our customers’ purchasing cycle and potéuomgxpected delays in such a cycle.
Because of the lengthy sales cycle and potentlaldeour dependence on a limited number of custeteegenerate a significant amount of
revenues for a particular period and the size efaruer orders, if orders forecasted for a specif&tomer for a particular period do not occur
in that period, our revenues and operating re$oiftthat particular quarter could suffer. Moreowveortion of our expenses related to an
anticipated order is fixed and difficult to redumechange, which may further impact our operategylts for a particular period.

We may dispose of or discontinue existing producirles and technology developments, which may advelgémpact our future results.

On an ongoing basis, we evaluate our various pitaafterings and technology developments in ordetdtermine whether any should
be discontinued or, to the extent possible, divkdteDecember 2008, we restructured our SATA @i to better fit SATA’S operating
expense levels to its overall revenue contributitie. cannot guarantee that we have correctly fotedaer will correctly forecast in the
future, the right product lines and technology depments to dispose or discontinue or that oursiegito dispose of or discontinue various
investments, products lines and technology devetapsnis prudent if market conditions change. Intaaig there are no assurances that the
discontinuance of various product lines will redoce operating expenses or will not cause us torintaterial charges associated with such
decision. Furthermore, the discontinuance of exgsgiroduct lines entails various risks, includihg tisk that we will not be able to find a
purchaser for a product line or the purchase mixtained will not be equal to at least the bookigadf the net assets for the product line.
Other risks include managing the expectationsrd, maintaining good relations with, our customem®previously purchased products from
our disposed or discontinued product lines, whiohid prevent us from selling other products to therhe future. We may also incur other
significant liabilities and costs associated with disposal or discontinuance of product linesluding employee severance costs and excess
facilities costs.

Because our IP solutions are complex, the detectiari errors in our products may be delayed, and if w deliver products with defects,
our credibility will be harmed, the sales and marké acceptance of our products may decrease and produliability claims may be
made against us.

Our IP solutions are complex and may contain eyaefects and bugs when introduced. If we delivedpcts with errors, defects or
bugs, our credibility and the market acceptancesabes of our products could be significantly hadnfeurthermore, the nature of our
products may also delay the detection of any suaahr er defect. If our products contain errors,at¢$ and bugs, then we may be required to
expend significant capital and resources to altevilaese problems. This could result in the diversif technical and other resources from
other development efforts. Any actual or perceipezblems or delays may also adversely affect oilityato attract or retain customers.
Furthermore, the existence of any defects, ernofailoire in our products could lead to producbliiy claims or lawsuits against us or aga
our customers. A successful product liability claiould result in substantial cost and divert manag#’s attention and resources, which
would have a negative impact on our financial ctiadiand results of operations.
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Our operating results are affected by general ecomoic conditions and the highly cyclical nature of tle semiconductor industry.

During the global downturn that started in the sekbalf of 2008 and continued throughout 2009, ganeorldwide economic
conditions significantly deteriorated, and resultedecreased consumer confidence and spendinggceddorporate profits and capital
spending, adverse business conditions and liquaditcerns. Notwithstanding improvements in busimesslitions since the second half of
2009 and in 2010, there continues to be uncertaibbut the global economy and outlook, which camito make it difficult for our
customers, the end-product customers, our venaarsisto accurately forecast and plan future bgsiaetivities and make reliable
projections.

Moreover, we operate within the semiconductor itgushich experiences significant fluctuations ales and profitability. The
industry was materially adversely affected by th6&2009 global downturn. Downturns in the semieator industry are characterized by
diminished product demand, excess customer inviestaxccelerated erosion of prices and excess gtiodwcapacity. These factors could
cause substantial fluctuations in our revenuesimodr results of operations.

If global economic and market conditions remainartain or deteriorate, we could experience a neltadverse impact on our business
and results of operations.

Our success will depend on our ability to succesdfy manage our geographically dispersed operations.

Most of our employees are located in Israel anidme: Accordingly, our ability to compete succedigfwill depend in part on the
ability of a limited number of key executives loeaitn geographically dispersed offices to integratmagement, address the needs of our
customers and respond to changes in our market® #re unable to effectively manage and integrateemote operations, our business
be materially harmed.

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

One of our principal research and developmentifaeslis located in, and our executive officers anthe of our directors are residents
of, Israel. Although substantially all of our sategrently are being made to customers outsidellsng are nonetheless directly influencec
the political, economic and military conditionseaffing Israel. Any major hostilities involving Iglacould significantly harm our business,
operating results and financial condition.

In addition, certain of our officers and employeaes currently obligated to perform annual resemty ¢ the Israel Defense Forces and
are subject to being called to active military datyany time. Although we have operated effectiveigder these requirements since our
inception, we cannot predict the effect of theskgations on the company in the future. Our operaticould be disrupted by the absence, for
a significant period, of one or more of our keyic#fs or key employees due to military service.

Our research and development expenses may increas¢he grants we currently receive from the Israeligovernment are reduced or
withheld.

We currently receive research grants from prografitke Office of the Chief Scientist of Israel bktlsraeli Ministry of Industry and
Trade. We received an aggregate of $1,968,00é&ofitst nine months of 2011. To be eligible foedh grants, we must meet certain
development conditions and comply with periodicoitipg obligations. Although we have met such ctinds in the past, should we fail to
meet such conditions in the future our researchtgnaay be repayable, reduced or withheld. Theyrapat or reduction of such research
grants may increase our research and developmpahs&s which in turn may reduce our operating ircom

We are exposed to fluctuations in currency exchangates.

A significant portion of our business is conductedside the United States. Although most of ouenee is transacted in U.S. dollars,
we may be exposed to currency exchange fluctuatiotie future as business practices evolve andreéorced to transact business in local
currencies. Moreover, the majority of our experaesdenominated in foreign currencies, mainly Nsnaéli Shekel (NIS), Euro and British
Pound, which subjects us to the risks of foreigmency fluctuations. Our primary expenses paichin IS, Euro and British Pound are
employee salaries. Increases in the volatilityhef éxchange rates of the NIS, Euro and British Baemsus the U.S. dollar could have an
adverse effect on the expenses and liabilitiesviteaincur in NIS, Euro and British Pound when resuead into U.S. dollars for financial
reporting purposes. We have instituted a foreigshdbow hedging program to minimize the effectgofrency fluctuations. However,
hedging transactions may not successfully miti¢@gses caused by currency fluctuations, and ougihggositions may be partial or may |
exist at all in the future. We also review our nidyptexpected non-U.S. dollar denominated expenelitund look to hold equivalent non-U.S.
dollar cash balances to mitigate currency flucareti We expect to continue to experience the effeekchange rate currency fluctuations on
an annual and quarterly basis.
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If we are unable to meet the changing needs of oend-users or address evolving market demands, ouubiness may be harmed.

The markets for programmable DSP cores and apiglic#? are characterized by rapidly changing tetdmg emerging markets and
new and developing end-user needs, and requirgmifisiant expenditure for research and developm#fet.cannot assure you that we will be
able to introduce systems and solutions that reflesvailing industry standards on a timely basiset the specific technical requirements of
our end-users or avoid significant losses duepardecreases in market prices of our productscamdailure to do so may seriously harm
our business.

We may seek to expand our business through acquisihs that could result in diversion of resources ahextra expenses.

We may pursue acquisitions of businesses, produnctsechnologies, or establish joint venture areamgnts in the future that could
expand our business. We are unable to predict whettwhen any other prospective acquisition wélldompleted. The process of negotia
potential acquisitions or joint ventures, as wellklze integration of acquired or jointly develofrbinesses, technologies or products may be
prolonged due to unforeseen difficulties and mayine a disproportionate amount of our resourcesmaanagement’s attention. We cannot
assure you that we will be able to successfullytifie suitable acquisition candidates, completeusgitjons or integrate acquired businesses
or joint ventures with our operations. If we wepariake any acquisitions or enter into a joint vesitwe may not receive the intended ben
of the acquisition or joint venture or such an asijon or joint venture may not achieve compardbieels of revenues, profitability or
productivity as our existing business or otherwgisgform as expected. The occurrence of any of thesets could harm our business,
financial condition or results of operations. Fetacquisitions or joint venture may require sulishoapital resources, which may require us
to seek additional debt or equity financing.

Future acquisitions or joint venture by us coulsutein the following, any of which could seriougtgarm our results of operations or the
price of our stock:

» issuance of equity securities that would dilute cunrent stockholde’ percentages of ownersh
* large on-time write-offs;
* incurrence of debt and contingent liabiliti

« difficulties in the assimilation and integrationaerations, personnel, technologies, productdrgndmation systems of the
acquired companie:

» diversion of manageme’s attention from other business conce

» contractual dispute:

» risks of entering geographic and business marketghich we have no or only limited prior experienaed
» potential loss of key employees of acquired orgaions.

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

Our success and ability to compete depend in lpageupon the protection of our proprietary techgas. We rely on a combination of
patent, copyright, trademark, trade secret, maskwand other intellectual property rights, confitlality procedures and licensing
arrangements to establish and protect our propyieights. These agreements and measures may rsoiffi@ent to protect our technology
from third-party infringement or protect us fronetblaims of others. As a result, we face risks eiased with our patent position, including
the potential need to engage in significant legatpedings to enforce our patents, the possiltiidy the validity or enforceability of our
patents may be denied, the possibility that thadips will be able to compete against us withatringing our patents and the possibility that
our products may infringe patent rights of thiratjess.

Our trade names or trademarks may be registeratiliaed by third parties in countries other thange in which we have registered
them, impairing our ability to enter and competé¢hiese markets. If we were forced to change arupbrand names, we could lose a
significant amount of our brand identity.

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

We are subject to the risk of adverse claims aightion alleging infringement of the intellectyabperty rights of others. There are a
large number of patents held by others, includimgammpetitors, pertaining to the broad areas iickvive are active. We have not, and
cannot reasonably, investigate all such patentsnRime to time, we have become aware of patentsiiriechnology areas and have sought
legal counsel regarding the validity of such patemtd their impact on how we operate our busirssswe will continue to seek such cout
when appropriate in the future. In addition, paiafringement claims are increasingly being asskiie patent holding companies (so-called
patent “trolls™), which do not use technology ankose sole
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business is to enforce patents against companiels,as us, for monetary gain. Because such pabdtling companies do not provide servi

or use technology, the assertion of our own pateptsay of counter-claim may be ineffective. Inffament claims may require us to enter
into license arrangements or result in protractedi @stly litigation, regardless of the meritstofge claims. Any necessary licenses may not
be available or, if available, may not be obtaieatrh commercially reasonable terms. If we canntdinlmecessary licenses on commercially
reasonable terms, we may be forced to stop licgrmim technology, and our business would be sdgidwamed.

Our business depends on our customers and their spliers obtaining required complementary components.

Some of the raw materials, components and subadssrimiziuded in the products manufactured by oBEMOtustomers are obtained
from a limited group of suppliers. Supply disrupgo shortages or termination of any of these ssuroald have an adverse effect on our
business and results of operations due to the aeldiscontinuance of orders for products contajroar IP, especially our DSP cores, until
those necessary components are available.

The future growth of our business depends in parto our ability to license to system OEMs and smalle-medium-sized semiconductor
companies directly and to expand our sales geograjaally.

Historically, a substantial portion of our licengirevenues has been derived in any given periad &woelatively small number of
licensees. Because of the substantial licensewfeesharge, our customers tend to be large semictordcompanies or vertically integrated
system OEMSs. Part of our current growth stratedp isroaden the adoption of our products by snrall@id-size companies by offering
different versions of our products targeted atéhasmpanies. If we are unable to develop and mafkettively our intellectual property
through these models, our revenues will continugetdependent on a smaller number of licenseea &b geographically dispersed pattern
of licensees, which could materially harm our basgand results of operations.

The Israeli tax benefits that we currently receiveand the government programs in which we participateequire us to meet certain
conditions and may be terminated or reduced in théuture, which could increase our tax expenses.

We enjoy certain tax benefits in Israel, particiylas a result of the “Approved Enterprise” and ‘tBenefited Enterprise” status of our
facilities and programs. To maintain our eligilyilfor these tax benefits, we must continue to ncegiin conditions, relating principally to
adherence to the investment program filed withitivestment Center of the Israeli Ministry of Indystnd Trade and to periodic reporting
obligations. Should we fail to meet such conditionthe future, however, these benefits would becelled and we would be subject to
corporate tax in Israel at the standard corpomteaf 24% in 2011 and could be required to refamxdbenefits already received. In addition,
we cannot assure you that these tax benefits witldmntinued in the future at their current levalstherwise. The tax benefits under our first
four investment programs have expired and are sutgjecorporate tax of 24% in 2011. However, ouaédi operating subsidiary received in
2008 an approval for the erosion of tax basis §peet to its second, third and fourth investmeagmms, and as a result no taxable income
was attributed to these investment programs. Théeaefits under our other investment programselneduled to gradually expire starting
2012. The termination or reduction of certain pesgs and tax benefits (particularly benefits avdélab us as a result of the “Approved
Enterprise” and the “Benefited Enterprise” statlisur facilities and programs) or a requirementefund tax benefits already received may
seriously harm our business, operating resultsfiaadcial condition.

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

We have significant operations in Israel and thpubdic of Ireland and a substantial portion of taxable income historically has been
generated there. Currently, some of our Israelilasl subsidiaries are taxed at rates substapi@iler than the U.S. tax rates. If our Israeli
and Irish subsidiaries were no longer to qualifiytfeese lower tax rates or if the applicable taxslavere rescinded or changed, our operating
results could be materially adversely affectecaddition, because our Israeli and Irish operatamesowned by subsidiaries of our U.S. parent
corporation, distributions to the U.S. parent cogtion, and in certain circumstances undistribimedme of the subsidiaries, may be subject
to U.S. taxes. Moreover, if U.S. or other authestiwere to change applicable tax laws or succégshhllenge the manner in which our
subsidiaries’ profits are currently recognized, ouerall tax expenses could increase, and our bssjrcash flow, financial condition and
results of operations could be materially adversdgcted. Also our taxes on the Irish interesbime may be double taxed both in Ireland
in the U.S. due to U.S. tax regulations and Ireshrestrictions on NOLS to off-set interest income.

Legislative action in the United States could matéally and adversely affect us from a tax perspectw.

Legislative action may be taken by the U.S. Corgyvelsich, if ultimately enacted, would adverselyeaffour effective tax rate and/or
require us to take further action, at potentiaifngicant expense, to seek to preserve our effedax rate. For 2009, 2010 and 2011, Pres
Obama’s administration announced budgets, whidided proposed future tax legislation that couldssantially modify the rules governing
the U.S. taxation of certain non-U.S. affiliatebe$e potential changes include, but are not
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limited to, curbing the deferral of U.S. taxatidincertain foreign earnings and limiting the abilityuse foreign tax credits. Many details of
proposal remain unknown, and any legislation engdiich modifications would require Congressiongp®rt and approval. We cannot
predict the outcome of any specific legislativegmsals. However, if any of these proposals aretedanto law, they could significantly
impact our effective tax rate.

Our stock price may be volatile so you may not betde to resell your shares of our common stock at above the price you paid for
them.

Announcements of developments related to our basjranouncements by competitors, quarterly fldicg in our financial results,
changes in the general conditions of the highlyagiyit industry in which we compete or the natiorcremies in which we do business, and
other factors could cause the price of our comntocksto fluctuate, perhaps substantially. In additiin recent years, the stock market has
experienced extreme price fluctuations, which haften been unrelated to the operating performahedfected companies. These factors
fluctuations could have a material adverse effacthe market price of our common stock.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, as amended, the registrant Hgscdused this report to be signed
on its behalf by the undersigned thereunto dulhenzed.

CEVA, INC.

Date: November 9, 2011 By: /s/ GIDEON WERTHEIZER
Gideon Wertheize
Chief Executive Officer
(principal executive officer

Date: November 9, 2011 By:/s/ YANIV ARIELI
Yaniv Arieli
Chief Financial Officer
(principal financial officer and principal accoumi officer)
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O
SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002

I, Gideon Wertheizer, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q of CEVA, Inc. (the* Compan™);

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentgilsi report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refptahcial information; an

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

Date: November 9, 2011

/s GIDEON WERTHEIZER
Gideon Wertheize
Chief Executive Office




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANTT O
SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002

[, Yaniv Arieli, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q of CEVA, Inc. (the* Compan™);

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentgilsi report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(c) Disclosed in this report any change in thestgnt's internal control over financial reportitigat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refptahcial information; an

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

Date: November 9, 2011

/s!  YANIV ARIELI
Yaniv Arieli
Chief Financial Officel




Exhibit 32
CERTIFICATION

PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report on FormQ®f CEVA, Inc. (the “Company”) for the quarter emdSeptember 30, 2011, as filed
with the Securities and Exchange Commission ort#tte hereof (the “Report”), the undersigned, Gidétertheizer, Chief Executive Officer
of the Company, and Yaniv Arieli, Chief FinancidifiCer of the Company, each hereby certifies, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExajeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
Company.

This certification will not be deemed “filed” forupposes of Section 18 of the Securities Exchangeft934, or otherwise subject to
the liability of that section. This certificationifnot be deemed to be incorporated by referent@any filing under the Securities Act of
1933 or the Securities Exchange Act of 1934, extiefite extent that the Company specifically incogpes it by reference.

Date: November 9, 2011
/s GIDEON WERTHEIZER

Gideon Wertheize
Chief Executive Office

/s/  YANIV ARIELI
Yaniv Arieli
Chief Financial Officel




