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On June 13, 2019, the Company completed an unde1written public offeiing of 6,182,797 shares of the Company's common stock 
for net proceeds to the Company of approximately $26.8 million, after deducting underwriting discounts and estimated offering 
expenses payable by the Company. The Company used approximately $6.2 million of the net proceeds of this offering to pay the cash 
portion of the purchase price in the acquisition of AGI, a privately-held professional transportation engineering services film 
headquartered in Tampa, Florida (see Note 12, Acquisitions, to the Consolidated Financial Statements), and plans to use the balance of 
the net proceeds for general corporate purposes and possibly for other future acquisitions. 

Products and Services 

Our reportable segments consist of: Roadway Sensors and Transportation Systems. 

The Roadway Sensors segment provides advanced detection sensors and systems for traffic management that collectively comprise 
our family of Vantage sensors and BlueTOAD line of products, as well as communication systems and roadway traffic data collection 
applications that complement our sensor products. The Vantage product line uses advanced image processing technology, radar 
technology and other techniques to capture and analyze sensor data through sophisticated algorithms, enabling vehicle, bicycle and 
pedestrian detection, as well as the transmission of both video images and multiple data sets using various communication 
technologies. The Roadway Sensors segment also includes the public sector operations ofTrafficCast beginning December 7, 2020 
(see Note 12, Acquisitions, to the Consolidated Financial Statements). 

The Transportation Systems segment provides traffic engineering and specialized consulting services, cloud-enabled managed 
services, transportation performance measurement and traffic analytics solutions, as well as the development of transportation 
management and traveler information systems for the smart mobility infrastructure management industry. The Transportation Systems 
segment also includes the operations of AGI beginning July 2, 2019 as well as the commercial operations of TrafficCast beginning 
December 7, 2020 (see Note 12, Acquisitions, to the Consolidated Financial Statements, included in Part II, Item 8 of this report for 
further details on the acquisitions of AGI and TrafficCast). 

With the company's adoption of the ClearMobility platfo1m we have started aligning our portfolio of solutions under a common 
branding structure called ClearMobility. We believe this alignment to the ClearMobility Platform will drive internal synergies in our 
development and sales efforts, as well as increase our market recognition across our entire suite of solutions. As a result of this 
alignment, the Company's chief operating decision maker ("CODM") is evaluating our management and operating structure and as a 
result of this evaluation we anticipate that we will report as a single operating segment staiting with our fiscal year 2022. 

In the fourth quarter of the 2021 fiscal year, we launched the ClearMobility Cloud, our open-architecture cloud framework for 
smart mobility infrastrncture management. The ClearMobility Cloud's mobility data management engine, application programming 
interface ("API") framework and microservices ecosystem provide standardized data ingestion, cleansing and analytics, as well as 
authentication and security for each component of the ClearMobility Platfonn. The ClearMobility Cloud sets the foundation for 
horizontally scalable data processing, third-party extensibility, and secure, policy-based access to public transportation agencies and 
commercial entities throughout the United States and internationally. 

See Note 13, Business Segments, Significant Customer and Geographic Information, to the Consolidated Financial Statements, 
included in Part II, Item 8 of this report for futther details on our reporting segments. 

Roadway Sensors 

Our Roadway Sensors products include, ainong others, Vantage, VantageLive1, Vantage Next, VantagePegasus, VantageRadius, 
Vantage Vector, Velocity, SmartCycle, SmartCycle Bike Indicator, SmartSpan, VersiCam, PedTrax, P-Series products, BlueTOAD 
Spectra, BlueTOAD Spectra RSU, and BlueARGUS. 

Our Vantage detection systems detect vehicle presence at intersections, as well as vehicle count, speed and other traffic 
data used in traffic management systems. Vantage detection systems typically include up to four of our advanced cameras 
and/or radar devices. Our Vantage systems give traffic managers the tools to mitigate roadway congestion by visualizing 
and analyzing traffic patterns, allowing them to modify traffic signal timing to improve traffic flow. Our various software 
components complement our Vantage detection systems by providing integrated platforms to manage and view detection 
assets remotely over a network connection, as well as mobile application for viewing anywhere. 

Our Vantage Vector video/radar hybrid product is an all-in-one detection sensor with a wide range of capabilities, 
including stop bar and advanced zone detection, which enable advanced safety and adaptive control applications. 

(, 
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Vantage Vector includes all of the benefits oflteris video detection, including high accuracy, high-availability remote 
viewing of video images, bicycle and pedestrian detection capability, and dilemma-zone detection, 

VantageLive! is a cloud-based platform that allows users to collect, process and analyze advanced intersection data, as 
well as to view and understand intersection activity, 

All of our Vant.age systems are available with SmartCycle capability, which can effectively differentiate between bicycles 
and other vehicles with a single video detection camera, enabling more efficient signalized intersections, improved traffic 
throughput and increased bicyclist safety. Agencies using bicycle timing can now benefit from bicycle-specific vhtual 
detection zones that can be placed anywhere within the approaching traffic lanes, eliminating the need for separate 
bicycle-only detection systems. 

The SmartCycle Bike Indicator, which leverages the SmartCycle bicycle detection algorithm, is a device that mounts onto 
traffic signals and illuminates when cyclists waiting at an intersection have been detected, allowing cyclists to avoid 
interacting with vehicle traffic to push pole-mounted buttons. 

Our Vantage systems are also available with the PedTrax capability, which provides bi-directional counting and speed 
tracking of pedestrians within the crosswalk to help improve signal timing efficiency, as well as providing an additional 
data stream to existing vehicle and bicycle counts. 

VersiCam, our integrated camera and processor video detection system, is a cost-efficient video detection system for 
smaller intersections that require only a few detection points. 

BlueTOAD Spectra is a complete system for identifying the travel times of vehicles using advanced Bluetooth re­
identification techniques. This provides traffic flow information for vehicle travel as well as Origin-Destination 
in formation. 

BlueARGUS collects, analyzes and visualizes various information related to travel times, speeds, O-D, as well as 
connected vehicle information from the BlueTOAD Spectra RSU. 

BlueTOAD Spectra RSU is a full-featured connected vehicle and travel time information system. In addition to travel 
times and vehicle speeds it communicates vital safety and mobility information via both DSRC and C-V2X from 
infrastrncture to vehicles and other users, 

We believe that future growth domestically and internationally, will be dependent in part on the continued adoption of above­
ground video and radar detection technologies, instead of traditional in-pavement loop technology, to manage traffic, 

In select territodes, the Roadway Sensors segment also sells ce1tain complementa1y original equipment manufacturer ("OEM") 
products for the traffic intersection market, which include, among other things, traffic signal controllers and traffic signal equipment 
cabinets. 

Transportation Systems 

Our Transportation Systems segment includes engineering and specialized consulting services, transportation perfonnance 
measurement and traffic analytics solutions, end-to-end solutions delivered as cloud-enabled managed services, as well as the 
development of transportation management and traveler information systems for the smart mobility infrastrncture management 
industry. Our Transportation Systems services include planning, design, development and implementation of software and hardware­
based ITS systems that integrate sensors, video surveillance, computers and advanced communications equipment to enable public 
agencies to monitor, control and direct traffic flow, assist in the quick dispatch of emergency crews, and distribute real-time 
infonnation about traffic conditions. Our services include planning, design, implementation, operation and management of surface 
transportation infrastructure systems. We perform analysis and study goods movement, commercial vehicle operations, provide travel 
demand forecasting and systems engineering, and identify mitigation measures to reduce traffic congestion. The Transp01tation 
Systems segment also includes the commercial sector operations ofTrafficCast beginning December 7, 2020 (see Note 12, 
Acquisitions, to the Consolidated Financial Statements). 

The Transportations Systems segment product line includes: the lteds Signal Performance Measures ("Iteris SPM") and iPeMS 
traffic signal perfonnance and traffic analytics software suites, the capabilities and customers of which have now respectively been 
incorporated into and migrated to ClearGuide, our state-of-the-art mobility intelligence and transportation perfonnance meas11res 
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utilizes a wide range of data resources and analytical techniques to determine cunent and future traffic patterns, permitting the effective 
performance analysis and management of traffic infrastrncture resources, whether at the intersection level, arterial and corridor level, or 
highway level. This information can then be analyzed by traffic professionals to measure how a transportation network is perfo1ming 
and to identify potential areas of improvement. These applications are also capable of providing users with predictive traffic analytics, 
and easy-to-use visualization and animation features based on historical traffic conditions. 

This segment also includes our commercial vehicle operations and vehicle safety compliance platfo1ms, known as "ClearFleet", 
"CVIEW-Plus", "CheckPoint", "UCRLink" and "Inspect". These software applications support state-based commercial vehicle 
operations by storing and distributing intrastate and interstate commercial vehicle info1mation for local, state and federal agencies' 
roadside and enforcement operations. 

Our Transportation Systems segment is largely dependent upon state and local governmental funding, and to a lesser extent federal 
governmental funding. In addition, various other funding mechanisms exist to support transportation infrastruchire and related projects, 
including, but not limited to, bonds, dedicated sales and gas tax measures, and other alternative funding sources. We believe the overall 
expansion of our Transportation Systems segment in the future will continue to be dependent at least in pati on the federal and local 
government's use of funds, and as in the past, our Transportation Systems business has been, at times, adversely affected by 
governmental budgetary issues. Delays in the allocation of funds may prolong uncertainty regarding the allotment of transportation 
funds in federal, state and local budgets. 

Sales and Marketing 

We cmTently sell our Roadway Sensors products through both direct and indirect sales channels. In the territories we sell through 
direct channels, we use a combination of our own sales personnel and outside sales organizations to sell, oversee installations, and 
support our products. Our indirect sales channel comprises a network of independent distributors in the U.S. and select international 
locations, which sell integrated systems and related products to the traffic management market. Our independent distributors are trained 
in and primarily responsible for the sales, installation, set-up and support of our products. They maintain an inventmy of demonstration 
traffic products from various manufacturers, and sell directly to government agencies and installation contractors. These distributors 
often have long-te1m arrangements with local government agencies in their respective tetTitories for the supply of various products for 
the constrnction and renovation of traffic intersections, and are generally well-known suppliers of various high-quality ITS products to 
the traffic management market. We periodically hold technical training classes for our distributors and end users, and maintain a full­
time staff of customer supp01t technicians throughout the U.S. to provide technical assistance when needed. When appropriate, we 
have the ability to modify or make changes to our distributor network to accommodate the needs of the market and our customer base. 

We market and sell our Transportation Systems services and solutions primarily to government agencies pursuant to negotiated 
contracts that involve competitive bidding and specific qualification requirements. Most of our contracts are with federal, state and 
local municipal customers, and generally provide for cancellation or renegotiation at the option of the customer upon reasonable notice 
and fees paid for modification. We generally use selected members of our engineering, science and inforn1ation teclmology teams on a 
regional basis to serve in sales and business development functions. Our Transpmtation Systems contracts generally involve long lead 
times and require extensive specification development, evaluation and price negotiations. 

With the acquisition of the TrafficCast Business on December 7, 2020, we expanded our customer segments to now sell traffic and 
mobility data and software through a direct sales model to commercial enterprises, such as media companies involved in providing 
real-time traffic data and traffic incident data to both automotive OEMs and the traveling public. 

We have historically had a diverse customer base. For Fiscal 2021 and fiscal year ended March 31, 2020 ("Fiscal 2020"), no 
individual customer represented greater than 10% of our total revenues. For the fiscal year ended March 31, 2019 ("Fiscal 2019"), one 
individual customer represented greater than 10% of our total revenues. As of March 31, 2021 and 2020, no individual customer 
accounted for more than 10% of our total trade accounts receivable. 

Manufacturing and Materials 

We use contract manufachirers to build subassemblies that are used in our Roadway Sensors products. Additionally, we procure 
certain components for our Roadway Sensors products from qualified suppliers, both in the U.S. and internationally, and generally use 
multi-sourcing strategies when technically and economically feasible to mitigate supply risk. These subassemblies and components are 
typically delivered to our Santa Ana, California facility where they go through final assembly and testing prior to shipment to our 
customers. Our key suppliers include Veris Manufachll'ing and MoboTrex, Inc. Our manufacturing activities are conducted in 
approximately 9,000 square feet of space at our Santa Ana, California facility. Production volume at our subcontractors is based upon 
quaiterly forecasts that we generally adjust on a monthly basis to control 
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invento1y levels. Typically, we do not manufacture any of the hardware used in the transportation management and traveler information 
systems that we design and implement. Our production facility maintains a Quality Management System that is cmTently certified as 
conforming to all requirements of the Intemational Organization for Standardization ("ISO") 9001:2015 international standard. 

Customer Support and Services 

We provide wa1rnnty service and support for our products, as well as follow-up service and suppo1t for which we charge 
separately. Such service revenue was not a mateiial portion of our total revenues for Fiscal 2021, Fiscal 2020 and Fiscal 2019. We 
believe customer support is a key competitive factor for our Company. 

Bacldog 

Our total backlog ofunfulfilled firm orders was approximately $78.1 million at March 31, 2021, which included $66.5 miilion 
related to Transpo1tation Systems and $11.6 million related to Roadway Sensors. We expect to recognize revenue of approximately 
73% of our Transportation Systems and 27% of our Roadway Sensors backlog including TrafficCast's commercial business as of the 
end of a fiscal year in the subsequent fiscal year. At March 31, 2020, we had backlog of approximately $62.1 million, which included 
$53.4 million related to Transportation Systems and $8.7 million related to Roadway Sensors. The increase in backlog in the current 
fiscal year was largely due to the additions ofTrafficCast backlog of approximately $10.6 million and a slight increase in 
Transportation Systems backlog due to a few larger contracts. 

Backlog is an operational measure representing future unearned revenue amounts believed to be finn that are to be earned under 
our existing agreements and are not included in deferred revenue on our consolidated balance sheets. Backlog does not include 
announced orders for which definitive contracts have not been executed. We believe backlog is a useful metric for investors, given its 
relevance to total orders. 

The timing and realization of mu- backlog is subject to the inherent uncertainties of doing business with federal, state and local 
govemments, particularly in view of budgetaiy constraints, cut-backs and other delays or reallocations of ftmding that these entities 
typically face. In addition, pursuant to the customary te1ms of our agreements with government contractors and other customers, our 
customers can generally cancel or reschedule orders with little or no penalties. Lead times for the release of purchase orders often 
depend upon the scheduling and forecasting practices of our individual customers, which also can affect the timing of the conversion of 
our backlog into revenues. For these reasons, among others, our backlog at a particular date may not be indicative of our future 
revenues, in particular for our Roadway Sensors segment. 

Product Development 

Om product development activities are mostly conducted at our principal facility in Santa Ana, California, as well as our facilities 
in Madison, Wisconsin and Oakland, California. Our research and development costs and expenses were approximately $5.1 million 
for Fiscal 2021, $4.3 million for Fiscal 2020, and $3.8 million for Fiscal 2019. We expect to continue to pursue various product 
development programs and incur research and development expenditures in both our Roadway Sensors and Transportation Systems 
segments in future periods. 

We believe our engineering and product development capabilities are a competitive strength. We strive to continuously develop 
new products, technologies, features and functionalities to meet the needs of our ever-changing markets, as well as to enhance, improve 
upon, and refine our existing product lines. We plan to continue to invest in the development of further enhancement and functionality 
of our ClearMobility Platfonn, which includes among other things our software offering in our Transportation Systems segment, as 
well as our Vantage products family in our Roadway Sensors segment. 

During Fiscal 2020, we successfully released ClearGuide, our state-of-the-a1t transportation performance measures solution, 
designed to help transportation _agencies achieve safer, more efficient mobility for their networks. Certain development costs were 
capitalized into intangible assets in the consolidated balance sheets; however, certain costs did not meet the criteria for capitalization 
under GAAP and are included in research and development expense. Going fo1ward, we expect to continue to invest in our solutions. 
This continued investment may result in increases in research and development costs, as well as additional capitalized software in 
future periods. 

Competition 

Generally, we face significant competition in each of our target markets. Increased competition may result in price reductions, 
reduced gross margins and loss of market share, any of which could have a material adverse effect on our business, financial condition 
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In the market for our Roadway Sensors detection products, we compete with manufacturers and distributors of other above-ground 
video camera and radar detection systems and manufacturers and distributors of other non-intrusive detection devices (e.g., microwave, 
infrared, radar, ultrasonic and magnetic detectors), as well as manufacturers and installers of in-pavement inductive loop products, 
which have historically been, and currently continue to be, the predominant vehicle detection system in this market. Additionally, 
products such as Velocity, BlueTOAD and VantagePegasus compete against various competitors in the travel-time and data 
communications markets, respectively. 

The markets in which our Transportation Systems segment operates is highly fragmented and subject to evolving national and 
regional quality, operations and safety standards. Our competitors vary in number, scope and breadth of the products and services they 
offer. Our competitors in the managed services and consulting business lines include a mix oflocal, regional and international 
engineering services firms. Our competitors in the software business line (e.g., perfonnance measurement and management, advanced 
traveler information systems, and our commercial vehicle operations and vehicle safety compliance platforms) include university 
affiliated software organizations, vent1u·e backed software companies, as well as other multi-disciplinary hardware and software 
corporations. 

In general, the markets for the products and services we offer are highly competitive and are characterized by rapidly changing 
technology and evolving standards. Many of our current and prospective competitors have longer operating histories, greater name 
recognition, access to larger customer bases, and significantly greater financial, technical, manufacturing, dish·ibution and marketing 
resources than we. As a result, they may be able to adapt more quickly to new or emerging standards or technologies, or to devote 
greater resources to the promotion and sale of their products. It is also possible that new competitors or alliances among competitors 
could emerge and rapidly acquire significant market share. We believe that our ability to compete effectively in our target markets will 
depend on a number of factors, including the success and timing of our new product development, the compatibility of our products 
with a broad range of computing systems, product quality and performance, reliability, functionality, price and service, and technical 
support, Our failure to provide services and develop and market products that compete successfully with those of other suppliers and 
consultants in our target markets would have a material adverse effect on our business, financial condition and results of operations. 

Intellectual Property and Proprietary Rights 

Our ability to compete effectively depends in pmt on our ability to develop and maintain the proprietaiy aspects of our technology. 
Our policy is to obtain appropriate proprietary rights protection for any potentially significant new technology acquired or developed 
by us. We cmrently have a total of25 issued U.S. patents, including: (i) 15 relating to our Roadway Sensors technologies, (ii) 7 relating 
to our Transportation Systems technologies and (iii) 3 related to our purchase of the TrafficCast Business. We had a total of2 pending 
patent applications in the U.S. We cun-ently have 3 issued foreign patents and 2 foreign patent applications related to our purchase of 
the TrafficCast Business. The expiration dates of our patents range from 2026 to 2039. We intend to pursue additional patent protection 
to the extent we believe it would be beneficial and cost-effective. 

In addition to patent laws, we rely on copyright and trade secret laws to protect our proprietaiy rights. We attempt to protect our 
trade secrets and other proprietary infonnation through agreements with customers and suppliers, proprietary information agreements 
with our employees and consultants, and other similar measures. We do not have any material licenses or trademarks other than those 
relating to product names. We cannot be ce1tain that we will be successful in protecting our proprietary rights. While we believe our 
patents, patent applications, software and other proprietary know-how have value, rapidly evolving technology makes our future 
success dependent largely upon our ability to successfully achieve continuing innovation. 

Litigation may be necessary in the future to enforce our proprietary rights, to determine the validity and scope of the proprietary 
rights of others, or to defend us against claims of infringement or invalidity by others. An adverse outcome in such litigation or similar 
proceedings could subject us to significant liabilities to third parties, require disputed rights to be licensed from others or require us to 
cease marketing or using certain products, any of which could have a material adverse effect on our business, financial condition and 
results of operations. In addition, the cost of addressing any intellectual property litigation claim, both in legal fees and expenses, as 
well as from the diversion of management's resources, regardless of whether the claim is valid, could be significant and could have a 
material adverse effect on our business, financial condition and results of operations. 

Employees 

As of March 31, 2021, we employed 415 full-time employees and 24 pa1t-time employees, for a total of 439 employees.None of 
our employees is represented by a labor union, and we have never experienced a work stoppage. We believe our relations with our 
employees are good. 
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Our manufacuuing operations are subject to various federal, state and local laws and regulations, including those restricting the 
discharge of materials into the environment. We are not involved in any pending or, to our lmowledge, threatened governmental 
proceedings, which would require curtailment of our operations because of such laws and regulations. We continue to expend funds in 
connection with our compliance with applicable environmental regulations. These expenditures have not, however, been significant in 
the past, and we do not expect any significant expenditure in the near fuh1re. Currently, compliance with foreign laws has not had a 
material impact on our business; however, as we expand internationally, foreign laws and regulations could have a material impact on 
our business in the future. 

ITEM lA. RISK FACTORS 

Our business is subject to a number of risks, some of which are discussed below. Other risks are presented elsewhere in this report 
and in the information incorporated by reference into this report. You should consider the following risks carefully in addition to the 
other information contained in this report and our other.filings with the SEC, including our subsequent reports on Forms 10-Q and 8-
K, before deciding to buy, sell or hold our common stock. The risks and uncertainties described below are not the only ones facing our 
company. Additional risks and uncertainties not presently known to us or that we currently deem immaterial may also affect our 
business operations. If any of these risks actually occurs, ow· business, financial condition, or results of operations could be seriously 
harmed. In that event, the market price for oiw common stock could decline and you may lose all or part of your investment. 

Risk Related to Our Business 

Because we depend on government contracts and subcontracts, we face additional risks related to contracting with federal, 
state and local governments, including budgetary issues and fixed price contracts, that could adversely impact our future revenues 
and profitability. 

A significant portion of our revenues is derived from contracts with governmental agencies, either as a general contractor, 
subcontractor or supplier. We anticipate that revenue from govemmen:t contracts will continue to remain a significant portion of our 
revenues. Government business is, in general, subject to special risks and challenges, including: 

delays in funding and uncertainty regarding the allocation of funds to state and local agencies from the U.S. federal 
government, delays in the expenditures from the federal highway bill and delays or reductions in other state and local 
funding dedicated for transportation and ITS projects; 

other government budgetary constraints, cut-backs, delays or reallocation of government funding, including without 
limitation, changes in the administration and repeal of government purchasing programs; 

long purchase cycles or approval processes; 

competitive bidding and qualification requirements, as well as our ability to replace large contracts once they have been 
completed; 

changes in government policies and political agendas; 

maintenance of relationships with key government entities from whom a substantial portion of our revenue is derived; 

milestone deliverable requirements and liquidated damage and/or contract termination provisions for failure to meet 
contract milestone requirements; 

performance bond requirements; 

adverse weather conditions or other natural or medical disasters or developments, such as, the novel coronavirns COVID-
19, and evacuations and flooding due to hurricanes, can result in our inability to perform work in affected areas; and 

international relations and international conflicts or other military operations that could cause the temporary or pennanent 
diversion of government funding from transportation or other infrastmchu-e projects. 
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Governmental budgets and plans are subject to change without warning. Ce1iain risks of selling to governmental entities include 
dependence on appropriations and administrative allocation of funds, changes in governmental procurement legislation and regulations 
and other policies that may reflect political developments or agendas, significant changes in conh·act scheduling, intense competition 
for government business and te1mination of purchase decisions for the convenience of the governmental entity. Substantial delays in 
purchase decisions by governmental entities, and the current constraints on government budgets at the federal, state and local level, and 
the ongoing uncertainty as to the timing and accessibility to government funding could cause our revenues and income to drop 
substantially or to fluctuate significantly between fiscal periods. 

In addition, a number of our government contracts are fixed price contracts. As a result, we may not be able to recover any cost 
overruns we may incur. These fixed price contracts require us to estimate the total project cost based on preliminary projections of the 
project's requirements, The financial viability of any given project depends in large part on our ability to estimate these costs accurately 
and complete the project on a timely basis, In the event our costs on these projects exceed the fixed contractual amount, we will be 
required to bear the excess costs. Such additional costs could adversely affect our financial condition and results of operations. 
Moreover, certain of our government contracts are subject to termination or renegotiation at the convenience of the government, which 
could result in a large decline in our revenues in any given period, Our inability to address any of the foregoing concerns or the loss or 
renegotiation of any material government contract could seriously ha1m our business, financial condition and results of operations. 

Our profitability could be adversely affected if we are not able to maintain adequate utilization of our Transportation Systems 
wor/cforce. 

The cost of providing our Transportation Systems engineering and specialized consulting services, including the extent to which 
we utilize our workforce, affects our profitability, The rate at which we utilize our workforce is affected by a number of factors, 
including: 

our ability to transition employees from completed projects to new assignments and to hire and assimilate new 
employees; 

our ability to forecast demand for our services and thereby maintain an appropriate headcount in our various regions; 

the timing of new contract awards, the commencement of work under an awarded contract or the completion of large 
contracts; 

availability of funding or other budget issues; 

our need to devote time and resources to training, business development, professional development and other non­
chargeable activities; and 

our ability to match the skill sets of our employees to the needs of the mark;tplace. 

An inability to properly and fully utilize our Transportation Systems workforce would reduce om profitability and could have an 
adverse effect on our results of operations. 

Our management information systems and databases have been and could in the future be disrupted by data protection 
breaches, system security failures, cyber threats or by the failure of, or lack of access to, 01tr internal operations, such as our 
enterprise resource planning ( 11ERP'J system, or services provided to our customers. These disruptions could negatively impact our 
sales, increase our expenses, significantly harm our reputation and/or adversely affect our stock price. 

Experienced users and computer programmers may be able to penetrate, or "hack", our network security and create system 
disruptions, cause shutdowns and compromise or misappropriate our confidential information or that of our employees and third 
parties, Computer programmers and hackers also may be able to develop and deploy viruses, wonns, and other malicious software 
programs that attack our internal network, any of our systems, service offetings or otherwise exploit any security vulnerabilities of our 
network, systems or service offerings. In addition, sophisticated services, hardware and operating system software and applications that 
we procure from third parties may contain defects in design or manufachire, including "bugs" and other problems that could 
unexpectedly interfere with the operation of a system. We could incur expenses addressing problems created by cyber or other security 
problems, bugs, virnses, worms malicious software programs and security vulnerabilities, and our efforts to address these problems 
may not be successful. We must, and do, take precautions to secure customer information and prevent unauthorized access to our 
databases and systems containing confidential infonnation, Any data security event, 
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such as a breach, data loss or infonnation security lapses, whether resulting in the compromise of personal information or the improper 
use or disclosure of confidential, sensitive or classified information, could result in inten-uptions, cessation of service(s), claims, 
remediation costs, regulatmy sanctions against us, loss of cun-ent and future contracts, adverse effects to results of operations and 
financial condition, serious ham1 to our reputation and/or adverse effects to our stock price. We operate our ERP system on a SaaS 
platform, and we use this system for reporting, planning, sales, audit, inventory control, loss prevention, purchase order management 
and business intelligence. Accordingly, we depend on this system, and the third-party provider of this service, for a number of aspects 
of our operations. If this service provider or this system fails, or if we are unable to continue to have access to this system on 
commercially reasonable tenns, or at all, operations would be severely disrnpted until an equivalent system could be identified, 
licensed or developed, and integrated into our operations. This disrnption would have a material adverse effect on our business. We 
cany insurance, including cyber insurance, commensurate with its size and the nature of its operations, although there is no certainty 
that such insurance will in all cases be sufficient to fully reimburse us for all losses incuned in connection with the occurrence of any 
of these system security risks, data protection breaches, cyber-attacks or other events. 

In April 2020, certain internal computer systems at our headquarters in Santa Ana were breached by an intruder, which prevented 
them temporarily from operating. We immediately took steps to isolate those systems and implemented measures to prevent additional 
systems from being affected, including taking systems offline as a precaution. The intrnsion did not affect any customer-facing 
systems. Third party forensic experts were engaged to assist our information technology team to restore those affected internal systems 
to operation. We completed our investigation on June 3, 2020 and we have not experienced, nor do we believe there has been, any 
material impact to our operating activities nor our controls over financial reporting. To date, we have found no evidence of data 
exfiltration or misappropriation. 

If unauthorized access is obtained to our customer's personal and/or proprietary data in connection with our web-based and 
mobile application solutions and services, we may suffer various negative impacts, including a loss of customer and market 
confidence, loss of customer loyalty, and significant liability to our customers and to individuals or businesses whose information 
was being stored. 

Protecting data of our customers is critical to our business, and if there is unauthorized access we may incur significant costs or 
liabilities. In addition, we are required to comply with government contracting requirements and make investments in our systems to 
protect that data. Ifwe are unable to do so, our customers may lose confidence in us, which would hann our sales, and we may incur 
significant expenses or liabilities. 

The recent coronavirus outbreak could have an adverse effect on our business. 
In March 2020, a global pandemic was declared by the World Health Organization related to the rapidly growing outbreak of the 

novel coronavirus COVID19 ("the Pandemic"). The Pandemic is having an unprecedented impact on the U.S. economy as federal, state 
and local governments react to this public health crisis, with mitigation measures such as tr·avel restrictions, quarantines and "stay-at­
home" orders. The uncertainties caused by the Pandemic include, but are not limited to, supply chain disruptions, workplace 
dislocations, economic contr·action, and downward pressure on some customer budgets and customer sentiment in general. The 
uncertainties caused by these events and actions include, but are not limited to, the adverse effect of the Pandemic on the economy, our 

vendors, our employees and customers and customer sentiment in general, such as supply chain disrnptions, workplace dislocations, 
economic contr·action, and downward pressure on some customer budgets and customer sentiment in general. . Continued impacts of 
the Pandemic have materially adversely impacted global economic conditions, and have impacted our business, results of operations 
and financial condition, such as expense reductions, in an effort to mitigate such impacts. The extent of the impact of the Pandemic on 
our business and financial results and volatility of our stock price will depend largely on future developments, including the duration of 
the spread of the outbreak, the impact on capital and financial markets, the distribution, rate of adoption and efficacy of vaccines, and 
the related impact on the financial circumstances of our customers, all of which are highly uncertain and cannot be predicted. This 
situation is changing rapidly, and additional impacts may arise that we are not aware of cun-ently. 

Acquisitions of companies or technologies, including our acquisition of AGI and TrafficCast, may require us to undertake 
significant capital infusions and could result in disruptions of our business and diversion of resources and management attention. 

We completed the acquisitions of AGI in July 2019 and TrafficCast in December 2020 and we plan to continue to explore 
acquiring additional complementaiy businesses, products, se1vices, and technologies. Acquisitions may require significant capital 
infusions and, in general, acquisitions also involve a number of special risks, including: 

potential disruption of our ongoing business and the diversion of our resources and management's attention; 

the failure to retain or integrate key acquired perso1111el; 
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the challenge of assimilating diverse business cultures, and the difficulties in integrating the operations, technologies and 
information system of the acquired companies; 

increased costs to improve managerial, operational, financial and administrative systems and to eliminate duplicative 
services; 

the incurrence ofunforcseen obligations or liabilities; 

potential impahment of relationships with employees or customers as a result of changes in management; and 

increased interest expense and amortization of acquired intangible assets, as well as unanticipated accounting charges. 

Our competitors are also soliciting potential acquisition candidates, which could both increase the price of any acquisition targets 
and decrease the number of attractive companies available for acquisition, Acquisitions may also materially and adversely affect our 
operating results due to large write-offs, contingent liabilities, substantial depreciation, deferred compensation charges or intangible 
asset amortization, or other adverse tax or accounting consequences, We cannot assure you that we will be able to identify or 
consummate any additional acquisitions, successfully integrate any acquisitions or realize the benefits and opportunities anticipated 
from any acquisition. 

Acquisitions, investme11ts and divestitures could result in operating difficulties, dllution, a11d other consequences that may 
adversely affect our business and results of operations. 

Acquisitions, investments and divestitures are important elements of our overall corporate strategy and use of capital, and these 
transactions could be material to our financial condition and results of operations. We expect to continue to evaluate and enter into 
discussions regarding potential strategic transactions. Effecting these strategic transactions could create unforeseen operating 
difficulties and expenditures. We face risks that include, among other things: 

the strategic benefits and opportunities from any planned or completed acquisition or divestiture by the Company may not 
be realized or may talce longer to realize than expected; 

strategic benefits and opportunities related to past and ongoing restructuring actions may not be realized or may take 
longer to realize than expected; 

our ability to realize the expected financial benefits of an acquisition, divestiture or other strategic transaction; 

cost reductions may not occur as expected; 

management time and focus may be diverted from operating our business to challenges related to acquisitions and other 
strategic transactions; 

cultural challenges may arise associated with integrating employees from the acquired company into our organization, 
and retention of employees from the businesses we acquire; and 

we may fail to successfully fmther develop the acquired business or technology. 

Our failure to address the risks and other issues in connection with our past or future acquisitions aud other strategic transactions 
could cause us to fail to realize their anticipated benefits and opportunities, including unanticipated liabilities, increased costs, and 
harm our business generally. 

We participate in the software development market, which may be subject to various technical and commerci{I/ challenges. 

We have only been in the business of software development for a few years and have in the past and may in the future experience 
development and technical challenges. Our business and results of operations could also be seriously harmed by any significant delays 
in our software development activities. Despite testing and quality control, we cannot be certain that errors will not be found in our 
software after its release. Any faults or errors in our existing products or in any new products may cause delays in product introduction 
and shipments, require design modifications, or hatm customer relationships or our reputation, any of which could adversely affect our 
business and competitive position. In addition, software companies are subject to litigation concerning intellectual property disputes, 
which could be costly and distract our management. 
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Ifwe ,lo not keep pace with rapid technological changes and evolving industry standards, we will not be able to remain 
competitive, and the demand for our products will lilcely decline. 

Our markets are in general characterized by the following factors: 

rapid technological advances; 

downward price pressures in our target markets as technologies mature; 

changes in customer requirements; 

additional qualification requirements related to new products or components; 

frequent new product introductions and enhancements; 

obsolescence of certain parts and components from time to time that may require re-engineering of ce1iain portions of our 
product; 

inventory issues related to transition to new or enhanced models; and 

evolving industry standards and changes in the regulatory environment. 

Our future success will depend upon our ability to anticipate and adapt to changes in technology and indush-y standards, and to 
effectively develop, introduce, market and gain broad acceptance of new products and product enhancements incorporating the latest 
technological advancements. 

If we are unable to develop and introduce new products and product enhancements in a cost-effective and timely manner, or 
are unable to achieve market acceptance of our new products, our operating results would be adversely affected. 

We believe our revenue growth and future operating results will depend on our ability to complete development of new products 
and enhancements, introduce these products in a timely, cost-effective manner, achieve broad market acceptance of these products and 
enhancements, and reduce our production costs. During the past few fiscal years, we have introduced, and will continue to introduce 
this fiscal year, both new and enhanced products across all segments. We cannot guarantee the success of these products, and we may 
not be able to introduce any new products or any enhancements to our existing products on a timely basis, or at all, In addition, the 
introduction of any new products could adversely affect the sales of certain of our existing products. 

We believe that we must continue to make substantial investments to suppo1i ongoing research and development in order to 
develop new or enhanced products and software to remain competitive. We need to continue to prepare updates for existing products 
and develop and introduce new products that incorporate the latest technological advancements in outdoor image processing hardware, 
camera technologies, software and analysis in response to evolving customer req11irements, In addition, we are begim1ing to migrate 
some of our products to a new platfom1. We cannot assure you that we will be able to adequately manage product transition issues, Our 
business and results of operations could be adversely affected if we do not anticipate or respond adequately to technological 
developments or changing customer requirements or if we cannot adequately manage inventory issues typically related to new product 
transitions and introductions. We cam10t assure you that any such investments in research and development will lead to any 
corresponding increase in revenue. 

We may need to raise additional capital i11 the fiiture, which may not be available on terms acceptable to us, or at all. 

We have historically experienced volatility in our earnings and cash flows from operations from year to year, Should the credit 
markets further tighten or our business decline, we may need or choose to raise additional capital to fund our operations, to repay 
indebtedness, pursue acquisitions or expand our operations. Such additional capital may be raised through bank bon-owings, or other 
debt or equity financings. We cannot assure you that any additional capital will be available on a timely basis, on acceptable terms, or 
at all, and such additional financing may result in further dilution to our stockholders. 

Our capital requirements will depend on many factors, including, but not limited to: 

market acceptance of our products and product enhancements, and the overall level of sales of our products; 

our ability to control costs and achieve profitability; 
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increased research and development expenses and sales a11d marketing expenses; 

our need to respond to technological advancements and our competitors' introductions of new products or technologies; 

capital improvements to new and existing facilities and enhancements to our infrastrncture and systems; 

any acquisitions of businesses, technologies, product lines, or possible strategic transactions or dispositions; 

our relationships with customers and suppliers; 

government budgets, political agendas and other funding issues, including potential delays in govemment contract awards 
or commencement of work for a project; 

our ability to successfully negotiate credit arrangements with our bank and the state of the financial markets in general; 
and 

• general economic conditions, including the effects of the economic slowdowns and international conflicts. 

If our capital requirements are materially different from those currently planned, we may need additional capital sooner than 
anticipated. If additional funds are raised through the issuance of equity or convertible debt securities, the percentage ownership of our 
stockholders will be reduced and such securities may have rights, preferences and privileges senior to our common stock. Additional 
equity or debt financing may not be available on favorable tenns, on a timely basis, or at all. If adequate funds are not available or are 
not available on acceptable tenns when needed, we may be unable to continue our operations as planned, develop or enhance our 
products, expand our sales and marketing programs, take advantage of future opportunities or respond to competitive pressures. 

The markets in which we operate are highly competitive with many companies more established than we are. 

We compete with numerous other companies in our target markets including, but not limited to, large, multi-national corporations 
and many smaller regional engineering finns. 

We compete with existing, well-established companies and technologies in our Roadway Sensors segment, both domestically and 
abroad. Only a portion of the traffic intersection market has adopted advanced above.ground detection technologies, and our future 
success will depend in part upon gaining broader market acceptance for such technologies, Certain technological barriers to entry make 
it difficult for new competitors to enter the market with competing video or other technologies; however, we are aware of new market 
entrants from time to time. Increased competition could result in loss of market share, price reductions and reduced gross margins, a11y 
of which could seriously haim our business, financial condition and results of operations. 

The Transportation Systems market is highly fragmented and is subject to evolving national and regional quality and safety 
standards. Our competitors vary in size, number, scope and breadth of the products and services they offer, and include large multi­
national engineering films and smaller local or regional firms. 

In each of our operating segments, many of our competitors have far greater name recognition and greater financial, technological, 
marketing and customer service resources than we do. This may allow our competitors to respond more quickly to new or emerging 
technologies and changes in customer requirements. It may also allow them to devote greater resources to the development, promotion, 
sale and support of their products and services than we can. Consolidations of end users, distributors and manufacturers in our target 
markets exacerbate this problem. As a result of the foregoing factors, we may not be able to compete effectively in our target markets 
and competitive pressures could adversely affect our business, financial condition and results of operations. 

Our failure to successfully secure new contracts and renew existing contracts could reduce our revenues and profitability. 

Our business depends on our ability to successfully bid on new contracts and renew existing contracts with private and public 
sector customers. We continually bid on new contracts and negotiate contract renewals on expiring contracts. Contract 
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proposals and negotiations are complex and frequently involve a lengthy bidding and selection process, which are affected by a number 
of factors, such as market conditions, financing rurnngements and required govenunental approvals. As a condition to contract awru·d, 
customers require us to provide a surety bond or letter of credit to protect the client should we fail to perf01m under the terms of the 
contract. Government entities are also taking more time between contract award and approval to commence work under the contract, 
which delays our ability to recognize revenues under the contract. If negative market conditions materialize, or if we fail to secure 
adequate fmancing anangements or the required governmental approval or fail to meet other required conditions, we may not be able 
to pursue, obtain or perfo1m particular projects, which could reduce or elimiMte our profitability. 

We may be unable to attract and retain key personnel, htcluding senior management, which could seriously harm our business. 

Due to the specialized nature of our business, we are highly dependent on the continued service of our executive officers and other 
key management, engineering and technical pers01mel. We believe that our success will depend on the continued employment of a 
highly qualified and experienced senior management team to retain existing business and generate new business. The loss of any of our 
officers, or any of our other ·executives or key members of management could adversely affect our business, financial condition, or 
results ofoperations ( e.g., loss of customers or loss of new business opportunities). Our success will also depend in large pa1i upon our 
ability to continue to attract, retain and motivate qualified engineering and other highly skilled technical personnel. Particularly in 
highly specialized areas, it has become more difficult to retain employees and meet all of our needs for employees in a timely manner, 
which may adversely affect our growth in the current fiscal year and in future years. This situation is exacerbated by pressure from 
agency customers to contain our costs, while salaries for highly skilled employees are on the rise. Although we intend to continue to 
devote significant resources to recruit, train and retain qualified skilled personnel, we may not be able to attract and retain such 
employees, which could impair our ability to perform our contractual obligations, meet our customers' needs, win new business, and 
adversely affect our fuhrre results. Likewise, the furore success of our Transportation Systems segment will depend on our ability to 
hire additional qualified engineers, pla1111ers and technical persoimel. Competition for qualified employees, particularly development 
engineers and software developers, is intense. We may not be able to continue to attract and retain sufficient numbers of such highly 
skilled employees. Our inability to attract and retain additional key employees or the loss of one or more of our cunent key employees 
could adversely affect our business, financial condition and results of operations. • 

Legal and RegulatorY. Risks 

We may not be able to adequately protect or enforce our intellectual property rights, which could harm our competitive 
position. 

Ifwe are not able to adequately protect or enforce the proprietary aspects of our technology, competitors may be able to access our 
proprietary technology and our business, financial condition and results of operations will likely be seriously hanned. We currently 
attempt to protect our teclmology through a combination of patent, copyright, trademark and trade secret laws, employee and third 
party nondisclosure agreements and similar means. Despite our efforts, other parties may attempt to disclose, obtain or use our 
technologies or systems. Our competitors may also be able to independently develop products that are substantially equivalent or 
superior to our products or design around our patents. In addition, the laws of some foreign countries. do not protect our proprietary 
rights as fully as do the laws of the U.S. As a result, we may not be able to protect mrr proprietary rights adequately in the U.S. or 
internationally. 

Litigation may be necessary in the future to enforce our intellecmal property rights or to determine the validity and scope of the 
proprietary rights ofothers. Litigation may also be necessary to defend against claims of infrh1gement or invalidity by others. We have 
in the past, and may in the fuh1re, be subject to litigation regarding our intellectual prope1iy rights. An adverse outcome in litigation or 
any similar proceedings could subject us to significant liabilities to third parties, require us to license disputed rights from others or 
require us to cease marketing or using certain products or technologies. We may not be able to obtain any licenses on te1ms acceptable 
to us, or at all. We also may have to indemnify certain customers or strategic partners ifit is determined that we have infringed upon or 
misappropriated another party's intellectual property. Our continued expansion into software development activities may subject us to 
increased possibility oflitigation. Any of the foregoing could adversely affect our business, financial condition and results of 
operations. In addition, the cost of addressing any intellectual property litigation claim, including legal fees and expenses, and the 
diversion of management's attention and resomces, regardless of whether the claim is valid, could be significant and could seriously 
harm om business, financial condition and results of operations. 
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The traffic indusuy in general is subject to frequent litigation claims due to the natw·e of personal injuries that can result from 
traffic accidents. As a provider of traffic engineering services, products and solutions, we are, and could from time to time in the future 
continue to be, subject to litigation for .traffic related accidents, even if our products or services did not cause the particular accident. 
While we generally cany insurance against these types of claims, some claims may not be covered by insurance or the damages 
resulting from such litigation could exceed our insurance coverage limits. In the event that we are required to pay significant damages 
as a result of one 01· more lawsuits that are not covered by insurance or exceed our coverage limits, it could materially hann our 
business, financial condition or cash flows. Even defending against unsuccessful claims could cause us to incur significant expenses 
and result in a diversion of management's attention. 

Financial and Market Risks 

We may not be able to consistently achieve profitability on a quarterly or annual basis in the future. 

We had net income of approximately $10.1 million in Fiscal 2021, which includes $9.6 million of net income from discontinued 
operations, and net losses of $5.6 million in Fiscal 2020 and $7.8 million in Fiscal 2019, and we cann.ot assure you that -we will be 
profitable in the future. Our ability to operate at a profit in future periods could be impacted by governmental budgetary constraints, 
government and political agendas, economic instability and other items that are not in our control. Furthermore, we rely on operating 
profits from certain of our business segments to .fbnd investments in sales and marketing and research and development initiatives. We 
cannot assure you that our financial performance will sustain a sufficient level to completely support those investments. Most of our 
expenses are fixed in advance. As such, we generally are unable to reduce our expenses significantly in the short-term to compensate 
for any unexpected delay or decrease in anticipated revenues or increases in planned investments. 

If we experience declining or flat revenues and wefaltio manage such declines effectively, we may be unable to execute our 
busin'ess plan and may experience future weaknesses iii our operatlng results; 

Based on our business objectives, and in order to achieve future growth, we will need to continue to add additional qualified 
personnel, and invest in additional research and development and sales and marketing activities, which could lead to increases in our 
expenses and future declines in our operating results. In addition, our past expansion has placed, and future expansion is expected to 
place, a significant strain on our managerial, administrative, operational, financial and other resources. Ifwe are unable fo manage 
these activities or any revenue declines successfully, our growth, our business, our financial condition and our results of operations 
could continue to be adversely affected. 

Our use of estimates in conjunction with the input method of measuring progress to completion of performance obligations for 
our Transportation Systems revenues could result in a reductlo11 or reversal of previously recorded revenues and profits. 

A portion of Transportation Systems revenues are measured and recognized over time using the input method of measuring 
progress to completion. Our use of this accounting method results in recognition ofrevenues and profits proportionally over the life of 
a contract, based generally on the proportion of costs incurred to date to total costs expected to be incurred for the entire project. The 
effects of revisions to revenues and estimated costs are recorded when the amounts are known or can be reasonably estimated. Such 
revisions could occur in any period and their effects could be material. Although we have historically made reasonably reliable 
estimates of the progress towards completion of long-te1m engineering, program management, construction management or 
construction contracts,lheunceftainJies innerennn tlre esttrrrating-pro-cessmake-itpussible-foractual--costs-tc-vary-materially-frnm­
estimates, including reductions or reversals of previously recorded revenues and profits. 

IJecllnes in the value of securities held in otlr investment portfolio can affect us 11egatively. 

As of March 31, 2021, the value of securities available for sale within our investment portfolio was $3.1 million, which is 
generally dete1111ined based upon market values available from third-party sources. The value of our investment portfolio has fluctuated 
as a result of market volatility and economic or financial market conditions. Declines in the value of securities held in our investment 
portfolio negatively impact our levels of capital and liquidity, Further, to the extent that we experience unrealized losses in om· 
portfolio of investment securities from declines in secmities values that ma11agement dete1mines to be other than temporary, the book 
value of those securities will be adjusted to their estimated recovery value and we will recognize a charge to earnings in the quarter 
during which we make that determination. Although we have policies and procedures in place to assess and mitigate potential impacts 
of market risks, those policies and procedures are inherently limited because they cannot anticipate the existence or future development 
of currently unanticipated or unknown risks. Accordingly, we could suffer adverse effects as a result of our failm·e to anticipate and 
manage these risks properly. 
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If our internal controls over financial reporting do not comply with the requirements of the Sarbanes-Oxley Act, our business 
and stocl, price could be adversely affected. • 

Section 404 of the Sarbanes-Oxley Act of 2002 currently requires us to evaluate the effectiveness of our internal controls over 
financial reporting at the end of each fiscal year and to include a management report assessing the effectiveness of our internal controls 
over financial reporting in all annual reports. We are required to obtain our auditors' attestation pursuant to Section 404(b) of the 
Sarbanes-Oxley Act. Going f01ward, we may not be able to complete the work required for such attestatiou on a timely basis and, even 
if we timely complete such requirements, our independent registered public accounting film may still conclude that our internal 
controls over financial reporting are not effective. 

A control system, no matter how well designed and operated, can provide only reasonable, not absolute, assurance that the control 
system's objectives will be met. Further, the design of a control system must reflect the fact that there are resource constraints, and the 
benefits of controls must be considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation 
of controls can provide absolute assurance that all control issues and instances of fraud, if any, within lteris have been or will be 
detected. These inherent limitations include the realities that technology, decision-making and other processes can be faulty and that 
breakdowns can occur because of simple e1Tors or mistakes. Controls can also be circumvented by the individual acts of some persons, 
by collusion of two or more people, or by management override of the controls. The design of any system of controls is based in part 
on certain assumptions about the likelihood of future events, and we cannot assure you that any design will succeed in achieving its 
stated goals under all potential future conditions. Over time, our controls may become inadequate because of changes in conditions or 
deterioration in the degree of compliance with policies or procedures. Because of the inherent limitations in a cost-effective control 
system, misstatements due to error or fraud may occur and not be detected. If we are not able to maintain effective internal controls 
over financial reporting, we may lose the confidence of investors and analysts and our stock price could decline. 

Our quarterly operating results fluctuate as a result of many factors. Therefore, we may fail to meet or exceed the expectations 
of securities analysts and investors, which could cause our stock price to decline. 

Our quarterly revenues and operating results have fluctuated and are likely to continue to vary from quarter to quarter due to a 
number of factors, many of which are not within our control. Factors that could affect our revenues and operating results include, 
among others, the following: 

the Pandemic, which may have a continuing impact on our future operating results; 

delays in government contracts and funding from time to time and budgetary constraints at the federal, state and local 
levels; 

our ability to access stimulus funding, funding from the federal highway bill or other government funding; 

declines in new home and commercial real estate construction and related road and other infrastructure construction; 

changes in our pricing policies and the pricing policies of our suppliers and competitors, pricing concessions on volume 
sales, as well as increased price competition in general; 

the long lead times associated with government contracts; 

the size, timing, rescheduling or cancellation of significant customer orders; 

our ability to control costs, including costs associated with strategic alternatives; 

the mix of our products and services sold in a quarter, which has varied and is expected to continue to vary from time to 
time; 

our ability to develop, introduce, patent, market and gain market acceptance of new products, applications ~d product 
enhancements in a timely manner, or at all; 

market acceptance of the products incorporating our technologies and products; 

the introduction of new products by competitors; 

the availability and cost of components used in the manufacture of our products; 
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our success in expanding and implementing our sales and marketing programs; 

the effects of technological changes in our target markets; 

the amount of our backlog at any given time; 

timing of backlog fulfillment; 

the nature of our government contracts; 

decrease in revenues derived from key or significant customers; 

deferrals of customer orders in anticipation of new products, applications or product enhancements; 

risks and uncertainties associated with our international business; 

market condition changes such as industry strncture consolidations that could slow down our ability to procure new 
business; 

general economic and political conditions; 

our ability to raise additional capital; 

international conflicts and acts of terrorism; and 

other factors beyond our control, including but not limited to, natural disasters. 

Due to all of the factors listed above as well as other unforeseen factors, our future operating results could be below the 
expectations of securities analysts or investors. If that happens, the trading price of our common stock could decline. As a result of 
these quarterly variations, you should not rely on quarter-to-quarter comparisons of our operating results as an indication of our future 
perfonnance. 

Supply shorlages or production gaps could materially and adversely impact our sales and financial results. 
We have in the past experienced, and may from time to time in the future continue to experience parts shortages or unforeseen 

quality control issues by our suppliers that may impact our ability to meet demand for our products. The Pandemic has increased the 
occurrence of such shortages. We have historically used and continue to use single suppliers for certain significant components in our 
products, and have had to reengineer products from time to time to address obsolete components, especially in our Roadway Sensors 
products. Our Roadway Sensors products are also included with other traffic intersection products that also could experience supply 
issues for their products, which in tum could result in delays in orders for our products. Should any such supply delay or disrnption 
occur, or should a key supplier discontinue operations, our future sales and costs will likely be materially and adversely affected. 
Additionally, we rely heavily on select contract manufacturers to produce many of our products and do not have any long-tenn 
contracts to guarantee supply of such products. Although we believe our contract manufacturers have sufficient capacity to meet our 
production schedules for the foreseeable future and we believe we could find alternative contract manufacturing sources for many of 
our products, if necessary, we could experience a production gap should for any reason our contract manufacturers become unable to 

.m~tm.u~production requirements and c>11r cost of goods sold could increase, adversely affecting om· margins. Further, foreign impotis 
of components in our products subject the Company to risks of cihanges in, or the iinposiffon oI new, ·exp6rt/fmpoftrequ1tem.efftS,­
tariffs, work stoppages, delays in shipment, product cost increases due to component shortages, public health issues that could lead to 
temporary closures of facilities or shipping ports, such as the Pandemic and other economic uncertainties, affecting trade between the 
U.S. and other countries where we source components for our Roadway Sensors products. Any such actions could increase the cost to 
us of such products and cause increases in.the prices at which we sell such products, which could adversely affect the financial 
performance of our Roadway Sensors business. Similarly, these actions could result in cost increases or supply chain delays that impact 
third party products (e.g. steel poles) which could lead our customers to delay or cancel planned purchases of our products. 
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Our international business operations may be threatened by many factors that are outside of our control. 

While we historically have had limited international sales, revenues and operational experience, we have been expanding our 
distribution capabilities for our Roadway Sensors segment internationally, particularly in Europe and in South America. We plan to 
continue to expand our international efforts, but we caimot assure you that we will be successful in such efforts. International 
operations subject us to various inherent risks including, among others: 

the Pandemic and related government responses, including travel restrictions, quarantines and "stay-at-home" orders; 

political, social and economic instability, as well as international conflicts and acts often-orism; 

bonding requirements for certain international projects; 

longer accounts receivable payment cycles; 

import and export license requirements and restrictions of the U.S., as well as requirements and restrictions in the other 
countries in which we operate; 

cunency fluchrntions and restrictions, aud our ability to repatriate cmTency from certain foreign regions; 

unexpected changes in regulatory requirements, tariffs and other trade barriers or restrictions; 

required compliance with existing and new foreign regulatory requirements and laws, more restrictive labor laws and 
obligations, including but not limited to the U.S. Foreign Com1pt Practices Act; 

difficulties in managing and staffing international operations; 

potentially adverse tax consequences; and 

reduced protection for intellectual property rights in some countries. 

Substantially all of our international product sales are denominated in U.S. dollars. As a result, an increase in the relative value of 
the dollar could make our products more expensive and potentially less price competitive in international markets. We do not currently 
engage in any transactions as a hedge against risks ofloss due to foreign cunency fluctuations. 

Any of the factors mentioned above may adversely affect our future international revenues and, consequently, affect our business, 
financial condition and operating results. Additionally, as we pursue the expansion of our international business, certain fixed and other 
ovethead costs could outpace our revenues, thus adversely affecting our results of operations. We may likewise face local competitors 
in certain international markets who are more established, have greater economies of scale and stronger customenelationships. 
Furthermore, as we increase our international sales, our total revenues may also be affected to a greater extent by seasonal fluctuations 
resulting from lower sales that typically occur during the summer months in Europe and certain other parts of the world. 

The trading price of our common stock is highly volatile. 

The trading price of our common stock has been subject to wide fluctuations in the past. From March 31, 2017 through March 31, 
2021, our common stock has traded at prices as low as $2.08 per share and as high as $8.17 per share. The market price of our common 
stock could continue to fluctuate in the future in response to various factors, including, but not limited to: 

quarterly variations in operating results; 

our ability to control costs, improve cash flow and sustain profitability; 

statements made by third parties or speculation regarding our strategic altematives; 

our ability to raise additional capital; 

sho1tages announced by suppliers; 

a1mouncements of technological innovations or new products or applications by our competitors, customers or us; 
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acquisitions of businesses, products or technologies, or other strategic transactions or dispositions; 

the impact of any litigation; 

changes in investor perceptions; 

• govcinrnent funding, political agendas and other budgetary constraints; 

changes in stock market analyst recommendations regarding our common stock, other comparable companies or our 
industry in general; 

changes in earnings estimates or investment recommendations by securities analysts; and 

international conflicts, political unrest and acts of ten-orism. 

The stock market is cun-ently experiencing and has from time to time experienced volatility, which has often affected and may 
continue to affect the market prices of equity securities of many technology companies. This volatility has often been mrrelated to the 
operating perfonnance of these companies. These broad market fluctuations may adversely affect the market price of our common 
stock. In the past, companies that have experienced volatility in the market price of their securities have been the subject of securities 
class action litigation. If we were to become the subject of a class action lawsuit, it could result in substantial losses and divert 
management's attention and resources from other matters. 

Provisions of our charter documents may discourage a third partyfrom acquiring us and may adversely affect the price of our 
common stock. 

Provisions of our certificate of incorporation could make it difficult for a third party to influence or acquire us, even though that 
might be beneficial to our stockholders. Such provisions could limit the price that investors might be willing to pay in the future for 
shares of our common stock. For example, under the te1ms of our certificate of incorporation, our Board of Directors is authorized to 
issue, without stockholder approval, up to 2,000,000 shares of prefen·ed stock with voting, conversion and other rights and preferences 
superior to those of our common stock. In addition, our bylaws contain provisions governing the ability of stockholders to submit 
proposals or make nominations for directors. We may also adopt provisions and agreements from time to time that could make it harder 
for a potential acquirer. 

ITEM lB.UNRESOLVED STAFF COMMENTS 

None. 

ITEM 2. PROPERTIES 

Our headquarters and principal operations are housed in approximately 47,000 square feet of leased office, manufacturing and 
warehouse space located in Santa Ana, California, pursuant to a lease which terminates in March 2027. For additional information 
regarding our lease obligations, sec Note 8, Right-of Use Assets and Lease liabilities, to the Consolidated Financial Statements, 
included in Part II, Item 8 of this report for farther details. 

ITEM 3. LEGAL PROCEEDINGS 

The information set forth under the heading "Litigation and Other Contingencies" under Note 7 to the Consolidated Financial 
Statements, included in Part II, Item 8 of this report, is incorporated herein by reference. 

ITEM 4. MINE SAFETY DISCLOSURES 

Not applicable. 
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ITEM 5. MARKET FOR REGISTRANT's COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER 
PURCHASES OF EQUITY SECURITIES 

Market Information for Common Stock 

Our common stock is traded on the Nasdaq Capital Market under the symbol "ITI" since Febrnaiy 8, 2016. Prior to that, our 
common stock traded on the NYSE MKT under the same symbol. 

As of May 28, 2021, we had 310 holders ofrecord ofour common stock according to information furnished by our transfer agent. 
The achial number of stockholders is greater than this number of record holders, and includes stockholders who are beneficial owners 
but whose shares are held in street name by brokers and other nominees. 

Securities Authorized for Issuance under Equity Compensation Plans 

Info1mation regarding securities authorized for issuance can be found under Part III, "Item 12. Security Ownership of Certain 
Beneficial Owners and Management and Related Stockholder Matters." 

Dividend Policy 

We have never paid or declared cash dividends on our common stock, and have no current plans to pay such dividends in the 
foreseeable future. We currently intend to retain any earnings for working capital and general co1porate purposes. The payment of any 
future dividends will be at the discretion of our Board of Directors and will depend upon a number of factors, including, but not limited 
to, future earnings, the success of our business, our capital requirements, our general :financial condition and future prospects, general 
business conditions, and such other factors as the Boatd of Directors may deem relevant. 

Issuer Purchases of Equity Securities 

On August 9, 2012, ourBoard of Directors approved a new stock repurchase program pursuant to which we may acquire up to. 
$3.0 million of our outstanding common stock for an unspecified length of time. Under the program, we may repurchase shares from 
time to time in the open market and privately negotiated transactions and block trades, and may also repurchase shares pursuai1t to a 
1 0b5-1 trading plan during our closed trading windows, to the extent such a 1 0b5-1 plan is in place. There is no guarantee as to the 
exact number of shares that will be repurchased. We may modify or tenninate the repurchase program at any time without prior notice. 
On November 6, 2014, our Board of Directors approved a $3.0 million increase to the Company's existing stock repurchase program, 
pursuant to which the Company may continue to acquire shares of its outstanding common stock from time to time for an unspecified 
length of time. 

In Fiscal 2021, Fiscal 2020, and Fiscal 2019, we did not repurchase any shares. From inception of the program in August 2011 
through March 31, 2021, we repurchased approximately 3,422,000 shares of om common stock for an aggregate price of 
approximately $5.6 million, at an average price per share of $1.63. As of March 31, 2021, all repurchased shares have been retired and 
returned to their status as authorized and unissued shares of our common stock. As of March 31, 2021, approximately $1.7 million 
remains available for the repurchase of our common stock under our current program. 

-I'.f.EM-6,-SEI,ECfED-FINAJ~l'-CIAL.IlATA 

The Company is a smaller repmting company as defined by Rule 12b-2 of the Exchange Act and is not required to provide the 
infonnation required under this Item. 

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS 

You should read the following discussion and analysis in conjunction with our Consolidated Financial Statements and related 
Notes thereto included in Part IL Item 8 of this report and the "Risk Factors" section in Part I, Item JA, as well as the other cautionary 
statements and risks described elsewhere in this report before deciding to purchase, hold or sell our common stock. 

Overview 

General 
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We are a provider of smart mobility infrastructure management solutions. Our solutions enable public transpmiation agencies, 
municipalities, commercial entities and other transportation infrastructure providers to monitor, visualize, and optimize mobility 
infrastructure to help ensure roads are safe, travel is efficient, and communities thrive. 

Recent Developments 

Impact of COVID-19 on Our Business 

The COVID-19 pandemic (the "Pandemic") continues to have an unprecedented impact on the U.S. economy as federal, state and 
local governments react to this public health crisis with travel restrictions, quarantines and "stay-at-home" orders. The Pandemic has 
materially adversely impacted global economic conditions and the uncertainties caused by these events and actions include, but are not 
limited to, the adverse effect of the Pandemic on the economy, our vendors, our employees and customers and customer sentiment in 
general. While there has been no material impact, nor any facility closures during Fiscal 2021, we did experience some work delays 
due to the Pandemic. Should such delays become protracted or worsen the impacts of the Pandemic could impact our business, results 
of operations and financial condition. The extent of the impact of the Pandemic on our business and financial results, and the volatility 
of our stock price will depend largely on future developments, including the duration of the spread of the outb!'eak, the impact on 
capital and financial markets, the distribution, rate of adoption and efficacy of vaccines, and the related impact on the financial 
circumstances of our customers, all of which are highly uncertain and cannot be reasonably estimated as of the date of this report 

Given the uncertafnties surrounding the impacts of the Pandemic on the Company's future financial condition and results of 
operations, the Company has taken certain actions to preserve its liquidity, manage cash flow and strengthen its financial flexibility. 
Such actions include, but are not limited to, reducing our discretionary spending, reducing capital expenditures, implementing 
restructuring activities that will lead to approximately $1.2 million to $1.3 million in annualized savings, and reducing payroll costs, 
including employee furloughs, pay freezes and pay cuts. 

On March 27, 2020, the Coronavirus Aid, Relief and Economic Security Act ("CARES Act") was signed into law in the United 
States. The CARES Act provides relief to U.S. corporations through financial assistance programs and modifications to certain income 
tax provisions. The Company is applying certain beneficial provisions of the CARES Act, including the payroll tax defe11•al and the 
alternative minimum tax acceleration. For more information, refer to Note 6, Income Taxes, to the Consolidated Financial Statements, 
including in Part II, Item 8 of this report. 

The Pandemic has had an impact on the Company's human capital. While our main Santa Ana facility has remained open as our 
business is considered essential under the criteria specified by the State of California, "stay-at-home" orders and Pandemic restrictions 
imposed by local and state authorities have forced the majority of our employees to work remotely. The Company's information 
technology infrastructure has proven sufficiently flexible to minimize disruptions in required duties and responsibilities. We believe 
that our system of internal control over financial rep01iing has not been fundamentally altered and that the effectiveness of the design 
and operation of internal controls remained materially consistent during the fiscal year ended March 31, 2021. Additionaliy, we have 
been able to timely file financial reports. We believe we have the right infrastructure to efficiently work remotely for the balance of the 
Pandemic. We do not expect to incur significant costs to safely reopen our facilities to all our employees. 

Despite the Pandemic, we believe that the smart mobility infrastructure management industry in the U.S. should continue to 
provide new opportunities for the Company although, in the near term, the pace of new opportunities emerging may be restrained and 

___ the start dates of awarded projects may be delayed. We believe that our expectations are valid and that our plans for the future continue 
to be based on reasonable assumpt10ns. - - - -- -~--

Acquisition of the Assets of Traffic Cast International, Inc. 

On December 6, 2020, the Company entered into an Asset Purchase Agreement (the "TrafficCast Purchase Agreement") with 
TrafficCast International, Inc. ("TrafficCast'), a privately held company headquartered in Madison, Wisconsin that provides travel 
information technology, applications and content to customers throughout North America in the media, mobile technology, automotive 
and public sectors. Under the TrafficCast Purchase Agreement, the Company agreed to purchase from Tra:fficCast substantially all of 
its assets, composed of its travel inf01mation technology, applications and content (the "TrafficCast Business"). The transaction closed 
on December 7, 2020. 

Under the TrafficCast Purchase Agreement, Iteris purchased from TrafficCast substantially all of the assets used in the conduct of 
the TrafficCast Business and assumed certain specified liabilities of the TrafficCast Business in exchange for a total purchase price of 
up to $17.7 million, with $15.0 million paid in cash on the closing date, $1.0 million held back as security for certain post-closing 
adjustments and post-closing indemnity obligations ofTrafficCast, $1.l million acquisition-related liability, 
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and a $ 1.0 million earn out, fair valued at $0.6 million as of March 31, 2021, that if earned, will be paid over two years based on the 
TrafficCast Business' achievement of certain revenue targets. The TrafficCast Purchase Agreement also provides for customary post­
closing adjustments to the purchase plice tied to working capital balances of the TrafficCast Business at closing (see Note 12, 
Acquisitions, to the Consolidated Financial Statements). 

The parties also entered into certain ancillary agreements that will provide Iteris with ongoing access to mapping and monitoring 
services that the TrafficCast Business uses to support its real-time and predictive travel data and associated content. 

Sale of Agriculture and Weather Analytics Segment 

On May 5, 2020, the Company completed the sale of substantially all of our assets used in connection with our Agriculture and 
Weather Analytics segment to DTN, LLC ("DTN"), an operating company ofTBG AG, a Swiss-based holding company, pursuant to 
the Purchase Agreement signed on May 2, 2020, in exchange for a total p1irchase consideration of $12.0 million in cash, subject to 
working capital adjustments. Upon closing on May 5, 2020, the Company received $10.5 million in cash and $1.5 million of deferred 
payment, of which $1.45 million has been paid by DTN at the 12-month anniversary of the closing date, and $0.05 million will be paid 
by DTN at the 18-month anniversary of the closing date, subject to satisfactions of the conditions set forth in the Purchase Agreement 
relating to the transition of certain customers to DlN and the collection of certain receivables by DTN. The AWA Purchase Agreement 
also provides for customary post-closing adjustments to the purchase price related to working capital at closing. The parties also 
entered into certain ancillary agreements at the closing of the transaction that will provide Iteris with ongoing access to weather and 
pavement data that it integrates into its transportation software products, and a joint development agreement under which the parties 
agreed to pursue future joint opportunities in the global transportation market. 

The sale of the Agriculture and Weather Analytics segment was a result of the Company's shift in strategy to focus on its mobility 
infrastructure management solutions and to capitalize on the potential for a future partnership upon the sale of this business component 
to DlN. We have determined that the Agriculture and Weather Analytics segment, which constituted one of our operating segments, 
qualifies as a discontinued operation in accordance with the criteria set fo1ih in ASC 205-20, Presentation of Financial Statements 
Discontinued Operations. 

On May 5, 2020, the Company also entered into a transition services agreement ("TSA") with DTN, pursuant to which the 
Company agreed to support the information technology function of the Agriculture and Weather Analytics segment for a period up to 
12 months and DTN agreed to provide the contract administration/account management services for certain contracts of the Company 
and other transition services. Either party may make any reasonable request to extend the period of time the other party shall provide a 
transition service beyond the initial service period or access to additional services that are necessary for the transition of the business 
operations. The Company earned $0.2 million in income and incurred $0.1 million in costs associated with the TSA for the fiscal year 
ended March 31, 2021, which was included in loss from discontinued operations before gain on sale, net of tax on the consolidated 
statement of operations (see Note 3, Discontinued Operations, to the Consolidated Financial Statements). 

Non-GAAP Financial Measures 

Adjusted income (loss) from continuing operations before interest, taxes, depreciation, amortization, stock-based compensation 
expense, restmcturing charges, acquisition costs, non-recurring executive severance and transition costs, and fair value adjustment 
related to TrafficCast's opening balance inventory ("Adjusted EBITDA") was approximately $7 .5 million, $4.2 million and $0.5 
million for the fiscal years ended March 31, 2021, 2020 and 2019, respectively. 
---- -

When viewed with our financial results prepared in accordance with accounting principles generally accepted in the U.S. 
("GAAP") and accompanying reconciliations, we believe Adjusted EBITDA provides additional useful information to clarify and 
enhance the understanding of the factors and trends affecting our past performance and future prospects. We define these measures, 
explain how they are calculated and provide reconciliations of these measures to the most comparable GAAP measure in the table 
below. Adjusted EBITDA and the related financial ratios, as presented in this Annual Report on Form 10-K ("Form 10-K"), are 
supplemental measures of our performance that are not required by or presented in accordance with GAAP. They are not a 
meastu·ement of our financial performance under GAAP and should not be considered as alternatives to net income or any other 
performance measures derived in accordance with GAAP, or as an alternative to net cash provided by operating activities as measures 
of our liquidity. The presentation of these measures should not be interpreted to mean that our future results will be unaffected by 
unusual or nonrecurring items. 

We use Adjusted EBITDA non-GAAP operating performance measures internally as complementary financial measures to 
evaluate the performance and trends of our businesses. We present Adjusted EBITDA and the related financial ratios, as 
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applicable, because we believe that measures such as these provide useful infonnation with respect to our ability to meet our operating 
commitments. 

Adjusted EBITDA and the related financial ratios have limitations as analytical tools, and you should not consider them in 
isolation or as a substitute for analysis of our results as reported under GMP. Some of these limitations include: 

TI1ey do not reflect our cash expenditures, future requirements for capital expenditmes or contractual commitments; 
They do not reflect changes in, or cash requirements for, our working capital needs; 
Although depreciation and amo1tization are non-cash charges, the assets being depreciated and amortized will often have to be 
replaced in the future, and Adjusted EBITDA does not reflect any cash requirements for such replacements; 
They are not adjusted for all non-cash income or expense items that are reflected in our statements of cash flows; 
They do not reflect the impact on earnings of charges resulting from matters unrelated to om· ongoing operations; and 
Other companies in our industly may calculate Adjusted EBITDA differently than we do, whereby limiting its usefulness as 
comparative measures. 

Because of these limitations, Adjusted EBITDA and the related financial ratios should not be considered as measures of 
discretionary cash available to us to invest in the growth of our business or as a measure of cash that will be available to us to meet our 
obligations. You should compensate for these limitations by relying primarily on our GMP results and using Adjusted EBITDA only 
as supplemental information. See our audited consolidated financial statements contained in this Form 10-K. However, in spite of the 
above limitations, we believe that Adjusted EBITDA and the related financial ratios are useful to an investor in evaluating our results 
of operations because these measures: 

Are widely used by investors to measure a company's operating perfonnance without regard to items excluded from the 
calculation of such terms, which can vary substantially from company to company depending upon accounting methods and 
book value of assets, capital structure and the method by which assets were acquired, among other factors; 
Help investors to evaluate and compare the results of our operations from period to period by removing the effect of our 
capital structure from our operating performance; and 
Are used by our management team for various other purposes in presentations to our Board of Directors as a basis for strategic 
planning and forecasting. 

The following fmancial items have been added back to or subtracted from our net income (loss) when calculating Adjusted 
EBITDA: 

Interest expense. Iteris excludes interest expense because it does not believe this item is reflective of ongoing business and 
operating results. This amoUT1t may be useful to investors for determining current cash flow; 
Income tax. This amount may be useful to investors because it represents the taxes which may be payable for the per:iod and 
the change in defeil'ed taxes during the period, and may redu~e cash flow available for use in our business; 
Depreciation expense. Iteris excludes depreciation expense primarily because it is a non-cash expense. These amounts may be 
useful to investors because it generally represents the wear and tear on our property and equipment used in our operations; 
Amortization. Iteris incurs amortization of intangible assets in connection with acquisitions. Iteris also incms amortization 
related 'to capitalized software development costs. Iteris excludes these items because it does not believe that these expenses 

_ ~ _ arli_efle..c.th~_QJ:J(OJJgQiug_opernting results in the pJ:riod incuil'ed. These amounts may be useful to investors because it 
represents the estimated attrition of our acquired customer base and the diminishing value of product rights; 
Stock-based compensation. These expenses consist primarily of expenses from employee and director equity based 
compensation plans Iteris excludes stock-based compensation primarily because they are non-cash expenses and Iteris 
believes that it is useful to investors to understand the impact of stock-based compensation to its results of operations and 
current cash flow; 
Restructuring charges. These expenses consist primarily of employee separation expenses, facility termination costs, and 
other expenses associated with Company restructuring activities. Iteris excludes these expenses as it does not believe that 
these expenses are reflective of ongoing operating results in the period incurred. These amounts may be usefol to our investors 
in evaluating our core operating perfomiance; 
Acquisition costs. In connection with its business combinations, Iteris incurs professional se1vice fees, changes to the fair 
value of contingent consideration, and other direct expenses. Iteris excludes such items as they are related to acquisitions and 
have no direct correlation to the operation oflteris' business. These amounts may be useful to our investors in evaluating our 
core operating perfonnance. 
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Executive severance and transition costs. Iteris excludes executive severance and transition costs because it does not believe 
that these expenses are reflective of ongoing operating results in the period incurred. These amounts may be useful to our 
investors iu evaluating our core operating perfo1mance; 
Fair value acljustment related to acquired opening balance inventories. Iteris excludes fair value adjustment related to the 
opening inventory balance acquired as part of its business combination because it does not believe that these costs are 
reflective of operating results in the period incurred. These amounts may be usefol to our investors in evaluating our core 
operating performance. 

Reconciliations of net income (loss) from continuing operations to Adjusted EBITDA and the presentation of Adjusted EBITDA 
as a percentage of total revenues were as follows: 

2021 

Net income (loss) from continuing operations $ 491 

Income tax expense 115 
Depreciation expense 734 
Amortization expense 2,036 
Stock-based compensation 2,902 
Other adjustments: 

Restructuring charges 619 
Acquisition costs 417 
Executive severance and transition costs 
Fair value adjustment - opening balance inventories 136 

Total adjustments 6,959 

Adjusted EBITDA $ 7,450 

Percentage of total revenues 6.4 % 

Business Segments 

Our reportable segments consist of: Roadway Sensors and Transportation Systems. 

Year Ended March 31, 

2020 

(In thousands) 

$ (1,758) 

160 
770 

1,255 
2,495 

689 
553 

5,922 

$ 4,164 

3.9 % 

$ 

$ 

2019 

(2,793) 

36 
754 
629 

1,861 

3,280 
487 

0.5 % 

The Roadway Sensors segment provides advanced detection sensors and systems for traffic intersection management that 
collectively comprise our family of Vantage sensors, as well as communication systems and roadway traffic data collection applications 
that complement our Vantage sensor products. The Vantage product line uses advanced image processing technology and other 
techniques to capture and analyze sensor data through sophisticated algorithms, enabling vehicle, bicycle and pedestrian detection, as 
well as the transmission of both video images and data using various communication technologies. The Roadway Sensors segment also 
includes the public sector operations ofTrafficCast begimring December 7, 2020 (see Note 12, Acquisitions, to the Consolidated 
Financial Statements). 

-The Transportation-Systems segment provides engineering and specialized corisuTiing services, cfoud-enabfoa-ina.nagedservices~ 
performance measurement and traffic analytics solutions, as well as the development of transportation management and traveler 
information systems for the smart mobility infrastructure management industry. The Transportation Systems segment also includes the 
operations of AGI beginning July 2, 2019 and the commercial operations ofTraflicCast beginning December 7, 2020 (see Note 12, 
Acquisitions, to the Consolidated Financial Statements). 

With the company's adoption of the ClearMobility platfonn we have started aligning our portfolio of solutions under a common 
branding struchu·e called ClearMobility. We believe this alignment to the ClearMobility Platform will drive internal synergies in our 
development and sales efforts, as well as increase our market recognition across our entire suite of solutions. As a result of this 
alignment, the Company's chief operating decision maker ("CODM") is evaluating our management and operating structure and as a 
result of this evaluation we anticipate that we will report as a single operating segment starting with our fiscal year 2022. 
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In the fourth quarter of the 2021 fiscal year, Iteris launched the ClearMobility Cloud, our open-architecture cloud framework for 
smart mobility infrasttucture management. The ClearMobility Cloud's mobility data management engine, application programming 
interface ("API'') framework and microservices ecosystem provide standardized data ingestion, cleansing and analytics, as well as 
authentication and security for each component of the ClearMobility Platfonn. The ClearMobility Cloud sets the foundation for 
horizontally scalable data processing, third-pmty extensibility, and secure, policy-based access to public transportation agencies and 
commercial entities throughout the United States and internationally. 

See Note 13, Business Segments, Significant Customer and Geographic Information, to the Consolidated Financial Statements, 
included in Part II, Item 8 of this repmt for further details on our reporting segments. 

Critical Accounting Policies and Estimates 
"Management's Discussion and Analysis of Financial Condition and Results of Operations" is based on our consolidated financial 

statements included herein, which have been prepared in accordance with GA.AP. The preparation of these financial statements requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and related disclosures of 
contingent assets and liabilities at the date of the financial statements and the reported amounts ofrevenues and expenses during the 
reporting period. Our significant accounting policies are sununarized in Note 1 to the Consolidated Financial Statements. In preparing 
our consolidated financial statements in accordance with GAAP and pursuant to the mies and regulations of the SEC, we make 
estimates, assumptions and judgments that affect the reported amounts of assets, liabilities, revenue and expenses, and related 
disclosures of contingent assets and liabilities. We base our estimates, assumptions and judgments on historical experience and other 
factors that we believe are reasonable. We evaluate our estimates, assumptions and judgments on a regular basis and apply our 
accounting policies on a consistent basis. We believe that the estimates, assumptions and judgments involved in the accounting for 
revenue recognition, goodwill, and income taxes have the most potential impact on our consolidated financial statements. Historically, 
our estimates, assumptions and judgments relative to our critical accounting policies have not differed materially from actual results. 

The following critical accounting policies affect our more significant judgments and estimates used in the preparation of our 
consolidated financial statements. 

Revenue Recognition. Our revenue arrangements are complex in nature and require significant judgement in determining the 
perfonnance obligation structure. Each contract is unique in nature and therefore is assessed individually for appropriate accounting 
treatment. When applicable, we estimate variable considerations at the most likely amount to which we expect to be entitled and in 
certain cases based on the expected value, which requires judgment. Our estimates of variable consideration and determination of 
whether to include estimated mnounts in the transaction price are based largely on an assessment of our anticipated performance and all 
infomiation (historical, current and forecasted) that is reasonably available to us. We review and update these estimates on a quarterly 
ba~& • 

Goodwill. Goodwill represents the excess of the purchase price over the fair value of net assets acquired in a business combination. 
We test goodwill for impainnent in accordance with the provisions of ASC 350, Intangibles Goodwill and Other, ("ASC 350"). 
Goodwill is tested for impairment at least annually at the reporting unit level or whenever events or changes in circumstances indicate 
that goodwill might be impaired. ASC 350 provides that an entity has the option to first assess qualitative factors to determine whether 
the existence of events or circumstances leads to a dete1mination that it is more likely than not that the fair value of a rep01ting unit is 
less than its carrying amount. If, after assessing the totality of events or circumstances, an entity determines it is not more likely than 
not that the fair value of a reporting unit is less than its carrying amount, then additional impairment testing is not required. However, if 
an entity concludes otherwise, then it is required to perform an impai1ment test. The impairment test involves comparing the estimated 
fair value of a reporting unit with its book value, including goodwill. If the estimated fair value exceeds book value, goodwill is 
considered not to be impaired. If, however, the fair value of the reporting unit is less than book value, then an impairment loss is 
recognized in an mnount equal to the amount that the book value of the reporting unit exceeds its fair value, not to exceed the total 
amount of goodwill allocated to the reporting unit. 

The estimates of fair value of the repmting units are computed using either an income approach, a market approach, or a 
combination of both. Under the income approach, we utilize the discounted cash flow method to estimate the fair value of the reporting 
units, Significant assumptions inherent in estimating the fair values include the estimated future cash flows, growth assumptions for 
future revenues (including future gross margin rates, expense rates, capital expenditures and other estimates), and a rate used to 
discount estimated future cash flow projections to their present value (or estimated fair value) based on estimated weighted average 
cost of capital (i.e., the selected discount rate). We select assumptions used in the financial forecasts by using historical data, 
supplemented by current and anticipated market conditions, estimated growth rates, and management's plans. Under the market 
approach, fair value is derived from metrics of publicly traded companies or historically completed transactions of comparable 
businesses (i.e. guideline companies). The selection of comparable businesses is based on the markets in which the reporting units 
operate giving consideration to risk profiles, size, geography, and diversity of products and services. 
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Income Taxes. Significant judgment is required in determining any valuation allowance recorded against defe1Ted tax assets. In 
assessing the realizability of our deferred tax assets, we review all available positive and negative evidence, including reversal of 
defe1Ted tax liabilities, potential carrybaclcs, projected future taxable income, tax planning strategies and recent financial performance. 
As the Company has sustained a cumulative pre-tax loss over the trailing three years, we considered it appropriate to maintain 
valuation allowances of $12.3 million and $14.2 million against our deferred tax assets at March 31, 2021 and 2020, respectively. We 
intend to continue maintaining a full valuation allowance on our defened tax assets until there is sufficient evidence to support the 
reversal of all or some portion of these allowances. However, given our current earnings and anticipated future earnings, we believe 
that there is a reasonable possibility that within the next 12 months, sufficient positive evidence may become available to allow us to 
reach a conclusion that a significant portion of the valuation allowance will no longer be needed. Release of the valuation allowance 
would result in the recognition of certain defen-ed tax assets and a decrease to income tax expense for the period the release is recorded, 
However, the exact timing and amount of the valuation allowance release are subject to change on the basis of the level of profitability 
that we are able to actually achieve 

Recent Accounting Pronouncements 

Refer to Note 1, Description of Business and Summary of Significant Accounting Policies, to the Consolidated Financial 
Statements, included in Part II, Item 8 of this report for a discussion of recent accounting pronouncements. 

Analysis of Fiscal 2021 and Fiscal 2020 Results of Operations 

For a comparison of the 2020 to 2019 fiscal years, see Part II, Item 7. Management's Discussion and Analysis of Financicd 
Condition and Results of Operations of the Company's Form 10-Kfor the fiscal year ended March 31, 2020. Note that the filings of the 
2020 and 2019 f,scal years do not reflect results of discontinued operation related activities, which are reflected in this report. 

Total Revenues. Total revenues are comprised of sales from our Roadway Sensors and Transportation Systems segments. The 
following tables present details of total revenues for Fiscal 2021 as compared to Fiscal 2020: 

Year Ended March 31, 

2021 2020 $ Increase % Change 
(In thousands, except percent11ge) 

Product revenues $ 62,933 $ 55,007 $ 7,926 14.4% 
Service revenues 54,205 52,396 1,809 3.5 % 

Total revenues $ 117,138 $ 107,403 $ 9,735 9.1 % 

Product revenues primarily consist of Roadway Sensors product sales, but also include OEM products for the traffic signal 
markets, Transportation Systems third-party product sales for installation under ce1iain construction-type contracts and sales from 
TrafficCast's public sector business. Product revenues for Fiscal 2021 increased approximately 14.4% to $62.9 million, compared to 
$55.0 million in Fiscal 2020, primarily due to an increase in sales of our core Roadway Sensors video detection products of 
approximately $6.8 million, an increase of approximately $1.3 million from Transportation Systems third-party product sales for 
installation under certain construction-type contracts and an addition of Traffic Cast's public sector business of approximately $1.4 
million, offset by a decrease of approximately $1.0 million from our distribution in Texas of certain OEM products for the traffic 
intersection market. 

Service revenues primarily consist of Transportation Systems engineering services, but also includes service revenues generated by 
our Roadway Sensors segment and the TrafficCast's commercial business. Service revenues for Fiscal 2021 increased approximately 
3.5% to $54.2 miUion, compared to $52.4 million in Fiscal 2020, primarily due to approximately $2.7 million ofrevenues from the 
operations ofTrafficCast's commercial business, and offset by reduction in subcontractor revenue in our Transpmiation Systems 
segment. This reduction was primarily due to supply chain and logistic issues attributable to the Pandemic, experienced by a group of 
third-party subcontractors. 

Roadway Sensors revenues in Fiscal 2021 included approximately $55.8 million in product revenues and approximately $0.8 
million of service revenues, reflecting an increase in total revenues of approximately $7 .2 million or 14.5%, compared to Fiscal 2020, 
primarily due to higher sales from our core video detection products of $6.6 million, an addition of approximately $1.4 million from 
TrafficCast public sector business, offset by a decrease of approximately $1.0 million from our distribution in Texas of certain OEM 
products for the traffic intersection market. While OEM products generally have lower gross margins than our core video detection 
products, we believe the offering of OEM products can benefit sales of our core products in Texas by providing a more comprehensive 
suite of traffic solutions for our customers. Roadway Sensors added approximately $57.4 million of new bookings, or potential revenue 
under binding agreements, during Fiscal 2021. Roadway Sensors backlog 
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increased to approximately $11.6 million as of March 31, 2021, compared to approximately $8. 7 million as of March 31, 2020. Going 
forward, we plan to grow revenues by focusing on our core domestic traffic intersection market, and refine and deliver products that 
address the needs of this market, primarily om Vantage processors and camera systems and our Vantage Vector video/radar hybrid 
sensor, as well as our Sma1tCycle, Velocity, PedTra.x and SmartSpan products. 

Transportation Systems revenues in Fiscal 2021 included approximately $53.3 million of service revenues including 
approximately $2.7 million of revenues from the operations of Traffic Cast's commercial business, and approximately $7.3 million of 
sales of third-party products purchased for installation under ce1tain construction-type contracts, reflecting an increase in total revenues 
ofapproximately $2.6 million or 4.4%, compared to Fiscal 2020, primarily due to the addition ofTrafficCast's commercial business. 
Transportation Systems added approximately $64.4 million of new backlog during Fiscal 2021. Transportation Systems bacldog 
increased to approximately $66.5 million as of March 31, 2021, compared to approximately $53.4 million as of March 31, 2020. 

We plan to continue to focus on securing new contracts and to extend and/or continue our existing relationships with key agencies 
related to projects in their final project phases. While we believe our ability to obtain additional large contracts will contribute to 
overall revenue growth, the mix of subcontractor revenue and third-party product sales will likely affect the related total gross profit 
from period to period, as total revenues derived from subcontractors and third-party product sales generally have lower gross margins 
than revenues generated by our professional services. 

l3acklog is an operational measure representing future unearned revenue amounts believed to be firm that are to be earned under 
our existing agreements and are not included in deferred revenue on our consolidated balance sheets. Backlog includes new bookings 
but does not include announced orders for which definitive contracts have not been executed. We believe backlog is a useful metric for 
investors, given its relevance to total orders, but there can be no assurances we will recognize revenue from bookings or backlog timely 
or ever. 

Gross Profit, The following tables present details of our gross profit for Fiscal 2021 compared to Fiscal 2020: 

Product gross profit 
Service gross profit 

Total gross profit 

Product gross margin us a % of product revenues 
Service gross margin as a % of service revenues 

Total gross margin as a% of total revenues 

$ 

$ 

Year Ended March 31, 

2021 2020 $ Increase 

(In thousands,exccpt percentage) 

28,000 $ 24,741 $ 3,259 
18,856 18,872 (16) 
46,856 $ 43,613 $ 3,243 

44.4 % 45.0 % 
34.9 % 36.0 % 
40.0 % 40.6% 

% Change 

13.2% 
(0.1 %) 

7.4 % 

Our product gross margin as a percentage of product revenues for Fiscal 2021 decreased approximately 60 basis points compared 
to Fiscal 2020 primarily due to an increase in third-party product sales and additions ofTrafficCast's public sector business, which 
typically yield lower gross margins. 

Our service gross margin as a percentage of service revenues for Fiscal 2021 decreased 110 basis points compared to Fiscal 2020 
primarily due to the completion of previously awarded contracts, the timing of certain extension contracts, the co11tract mix and an 
increase in the amount of subcontractors of such contracts. Subcontractors generally result in lower gross margins than our direct labor. 

Our total gross margin as a percentage of total revenues for Fiscal 202 l decreased 60 basis points compared to Fiscal 2020 
primarily as a result of the revenue mix within our Roadway Sensors and Transportation Systems segments. 

Roadway Sensors gross profit can fluchmte in any specific quarter or year based on, among other factors, customer and product 
mix between core products and third party OEM products, competitive pricing requirements, product wa1Tanty costs and provisions for 
our excess and obsolete inventories, as well as shifts of engineering resources from development activities to sustaining activities, 
which we record as cost of goods sold. 

We recognize a p01tion of our Transportation Systems revenues and related gross profit over time using the costs incuned input 
method, where revenue is recognized based on our efforts or inputs toward satisfying a perfommnce obligation, and the underlying mix 
of contract activity affects the related gross profit recognized in any given period. For the Transportation Systems segment, we expect 
to experience gross profit variability in future petiods due to our contract mix and the amount of 
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related sub-consulting content of such contracts, as well as factors such as our ability to efficiently utilize our internal workforce, which 
could cause fluctuations in our margins from period to period. 

Selling, General and Administrative Expense 

Selling, general and administration expense for Fiscal 2021 decreased approximately 4% to $39.2 million, compared to 
$40.7 million in Fiscal 2020. The decrease was primarily due to a decrease in bid and proposal activities in the Transportations Systems 
segment driven by the timing and size of certain opportunities in the cun-ent year compared with the prior year. 

Research and Development Expense 

Research and development expense for Fiscal 2021 increased approximately 19% to $5.1 million, compared to $4.3 million in 
Fiscal 2020. The overall increase was primarily due to continued investment in research and development activities largely focused on 
improving our existing software related product offerings. 

We plan to continue to invest in the development of further enhancements and functionality of our Iteris ClearMobility Platfmm 
which includes among other things the software offerings in our Transportation Systems segment, as well as our Vantage products 
family in our Roadway Sensors segment. 

Certain development costs were capitalized into intangible assets in the consolidated balance sheets in both the cmrnnt and prior 
year periods; however, certain costs did not meet the criteria for capitalization under GAAP and are included in research and 
development expense. Going forward, we expect to continue to invest in our software solutions. This continued investment may result 
in increases in research and development costs, as well as additional capitalized software in future periods. 

Impairment of Goodwill 

Based on our goodwill impairment testing for Fiscal 2021 and 2020, we believe the carrying value of our goodwill was not 
impaired, as the estimated fair values of our reporting units exceeded their carrying values at the end of Fiscal 2021 and 2020. If our 
actual financial results, or the plans and estimates used in future goodwill impairment analyses, are lower than our original estimates 
used to assess impairment of our goodwill, we could incur goodwill impaitment charges in the future. 

Amortization of Intangible Assets 

Amortization expense for intangible assets subject to amortization was approximately $2.0 million and $1.3 million for Fiscal 
2021 and Fiscal 2020, respectively. Approximately $0.5 million and $0.5 million of the intangible asset amortization was recorded to 
cost of revenues, and approximately $1.5 million and $0.8 million was recorded to amortization expense for Fiscal 2021 and Fiscal 
2020, respectively, in the consolidated statements of operations. The increase in amortization was primarily due to amortization 
expenses related to intangible assets acquired as part of the TrafficCast acquisition. 

I11terest Income, Net 

Net interest income was approximately $0. l million and $0.2 million in Fiscal 2021 and Fiscal 2020, respectively. The decrease in 
net interest income in the current year was primarily due to the decrease in interest earned on investments purchased and held during 
the cun-ent fiscal year. 

Income Taxes 

TI1e following table presents our (benefit) provision for income taxes for Fiscal 2021 and Fiscal 2020: 

Provision (benefit) for income taxes 

Effective tax rate 

$ 

Year Ended 
March 31, 

2021 2020 
(In thousands, 

except percentage) 

115 $ 

1.8 % 

160 

(3.1)% 

For Fiscal 2021 and 2020, the difference between the statutmy and the effective tax rate was prima1ily attributable to the valuation 
allowance recorded against our defetTed tax assets. 
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In assessing the realizability of om· deferred tax assets, we review all available positive and negative evidence, including reversal 
of defened tax liabilities, potential canybacks, projected fuhtre taxable income, tax planning strategies and recent financial 
performance. As the Company has sustained a cumulative pre-tax loss over the trailing three fiscal years, we considered it appropriate 
to maintain valuation allowances of $12.3 million and $14.2 million against our deferred tax assets at March 31, 2021 and 2020, 
respectively. We will continue to reassess the appropriateness of maintaining a valuation allowance. 

As we update our estimates in future periods, adjustments to our deferred tax asset and valuation allowance may be necessaiy. We 
anticipate this will cause our future overall effective tax rate in any given period to fluctuate from prior effective tax rates and statuto1y 
tax rates. We utilize the liability method of accounting for income taxes. We record net defe1Ted tax assets to the extent that we believe 
these assets will more likely than not be realized. 

At March 31, 2021, we had $7. 7 million of federal net operating loss carryforwards that do not expire as a result of recent tax law 
changes. Weals o had $5.9 million of state net operating loss carryfoiwards that begin to expire in 2031. Although the impact cannot be 
precisely determined at this time, we believe that our net operating loss canyfo1wards will provide reductions in our future income tax 
payments, that would othe1wise be higher using statutory tax rates. 

Liquidity and Capital Resources 

For a compal'ison of the 2020 to 2019 fiscal years, see Part IL Item 7. Management's Discussion and Analysis of Financial 
Condition and Results of Opera/ions of the Company's Form 10-Kfor the fiscal year ended March 31, 2020. 

Cash Flows 

We have historically financed our operations with a combination of cash flows from operations and the sale of equity securities. 
We expect to continue to rely on cash flows from operations and our cash reserves to fund our operations, which we believe to be 
sufficient to fund our operations for at least the next twelve months. However, we may need or choose to raise additional capital to 
fund potential future acquisitions and our future growth. We may raise such funds by selling equity or debt securities to the public or to 
selected investors or by borrowing money from.financial institutions. If we raise additional funds by issuing equity or convertible debt 
securities, our existing stockholders may experience significant dilution, and any equity securities that may be issued may have rights 
senior to our existing stockholders. There is no assurance that we will be able to secure additional funding on a timely basis, on tenns 
acceptable to us, or at all. 

At March 31, 2021, we had $36.7 million in working capital, which included $25.5 million in cash and cash equivalents and 
$3.1 million in short-te1m investments. This compares to working capital of$33.9 million at March 31, 2020, which included 
$14.4 million in cash and cash equivalents and $1L6 million in short-term investments. 

The following table summaiizes our cash flows from continuing operations for Fiscal 2021 and Fiscal 2020: 

Net cash provided by (used in): 
Operating activities 
Investing activities 
Financing activities 

2021 

Year Ended 
March 31, 

(In thousands) 

8,888 
(7,998) 
2,873 

2020 

(462) 

(16,184) 
27,362 

Operating Activities. Net cash provided by operating activities of our continuing operations for Fiscal 2021 of $8.9 million was 
primarily the result of$7.8 million in non-cash items, primarily for noncash lease expense, depreciation expenses, stock-based 
compensation, and amortization coupled with our net income from continuing operations of approximately $0.5 million, as well as 
approximately $0,6 million from increase in working capital. Net cash used in operating activities from discontinued operations was 
$2.4 million. 

Net cash used by operating activities of our continuing operations for Fiscal 2020 was primaiily the result of our net loss of 
approximately $1.8 million, coupled with approximately $4.5 million from changes in working capital, offset by approximately $5.8 
million in noncaslt items for noncash lease expense, depreciation, stock-based compensation, and amortization. Net cash used in 
operating activities from discontinued operations was $3.4 million. 
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Investing Activities. Net cash used in investing activities of our continuing operations during Fiscal 2021 was primarily the result 
of purchases of approximately $23. 7 million of sho1t-tenn investments, approximately $15 .0 million in cash paid for 
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the TrafficCast acquisition, approximately $0.6 million of property and equipment purchases, and approximately $0.8 million of 
capitalized software development costs, primarily in the Roadway Sensors and Transportation Systems business segments related to 
VantageLive! and ClearGuide, respectively. These investments were partially offset by approximately $32.0 million in proceeds from 
the sale and maturity ofshort-tenn investments. Net cash provided by investing activities from discontinued operations was $9.7 
million. 

Net cash used in investing activities of our continuing operations during Fiscal 2020 was primarily the result of approximately 
$33 .8 million purchases of short-term investments, approximately $0.4 million of property and equipment purchases and $5.6 million 
in net cash paid for the AGI acquisition, coupled with approximately $0.6 million of capitalized software development costs, primarily 
in the Roadway Sensors and Transpo1tation Systems business segments related to VantageLive! and ClearGuide, respectively. These 
investments were paitially offset by approximately $24.2 million in proceeds from the sale and maturity of sho1t-tenn investments. 

Financing Activities. Net cash provided by financing activities of our continuing operations during Fiscal 2021 was primarily the 
result of approximately $2.6 million and $0.4 million of cash proceeds from the exercise of stock options and purchases of Employee 
Stock Purchase Plan ("ESPP") shares,, respectively. 

Net cash provided by financing activities of our continuing operations during Fiscal 2020 was primarily the result of 
approximately $26.8 million of net proceeds from issuance of common stock in connection with the public offering. In addition, there 
was $0.3 million and $0.4 million of cash proceeds received from the exercise of stock options and purchases of ESPP shares. 

Off-Balance Sheet Arrangements 

We do not have any other material off-balance sheet airnngements at March 31, 2021. 

Seasonality 

We have historically experienced seasonality, particularly with respect to our Roadway Sensors segment, which adversely affects 
such sales in our third and fomth fiscal quaiters due to a reduction in intersection construction and repairs during the winter months 
due to inclement weather conditions, with the third fiscal qua1ter generally impacted the most by inclement weather. We have also 
experienced seasonality, particularly with respect to our Transpo1tation Systems segment, which adversely impacts our third fiscal 
quarter due to the increased number of holidays, causing a reduction in available billable hours. 

ITEM 7 A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

The Company is a smaller reporting company as defined in Rule 12b-2 of the Exchange Act and is not required to provide the 
information required by this Item. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the stockholders and the Board of Directors oflteris, Inc. 

Opinion on the Financial Statements 

We have audited the accompanying consolidated balance sheets of Iteris, Inc. and subsidiaries (the "Company") as of March 31, 2021 
and 2020, the related consolidated statements of operations, stockholders' equity, and cash flows, for each of the three years in the 
period ended March 31, 2021, and the related notes (collectively referred to as the "financial statements"). In our opinion, the financial 
statements present fairly, in all material respects, the financial position of the Company as of March 31, 2021 and 2020, and the results 
of its operations and its cash flows for each of the three years in the period ended March 31, 2021, in confonnity with accounting 
principles generally accepted in the United States of America. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), 
the Company's internal control over financial repm1ing as of March 31, 2021, based on criteria established in Internal Control­
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated 
June 1, 2021, expressed an unqualified opinion on the Company's internal control over financial rep011ing. ' 

Adoption of New Accounting Standard 

As discussed in Nate 8 to the consolidated financial statements, the Company changed its method of accounting for leases as of and for 
the year ended March 31, 2020 due to the adoption of Accounting Standards Update 2016-02, Leases. 

Basis for Opinion 

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the 
Company's financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be 
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of 
the Securities and Exchange Commission and the PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. 
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to e1rnr 
or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence 
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used 
and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe 
that our audits provide a reasonable basis for our opinion. 

Critical Audit Matter 

The critical audit matter communicated below is a matter arising from the current-period audit of the financial statements that was 
communicated or required to be communicated to the audit committee and that (1) relates to accounts or disclosures that are material to 
the financial statements and (2) involved our especially challenging, subjective, or complex judgments. The communication of critical 
audit matters does not alter in any way our opinion on the financial statements, taken as a whole, and we are not, by communicating the 
critical audit matter below, providing a· separate opinion on the critical audit matter or on the accounts or disclosures to which it relates. 

Revenue from Contracts with Customers - Determination of Distinct Performance Obligations Relating to Service Revenues -
Refer to Note 1 of the financial statements 

Critical Audit Matter Description 

The Company's service revenues within the Transp011ation Systems ("SYS") operating segment, primarily derives revenue from long­
te1m engineering & consulting services and software as a service ("SaaS"). The Company accounts for individual services separately if 
they are distinct performance obligations, which often requires significant judgment based upon knowledge of the services, the solution 
provided and the structure of the sales contract. During the year ended March 31, 2021, the Company recognized service revenues from 
contracts with customers of $53.3 million. 
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are distinct; that is, if a service is separately identifiable from other items in the sales contract and if a customer can benefit from it on 
its own or with other resources that are readily available to the customer. Auditing these aspects include especially challenging auditor 
judgment due to the nature and extent of audit effort required to address this matter. 

How the Critical Audit Matter was Addressed in the Audit 

Our audit procedures related to the Company's deteimination of distinct performance obligations relating to service revenues for these 
contracts included the following, among others: 

• We tested the effectiveness of controls related to management's identification and assessment of distinct pe1formance obligations in 
contracts with customers. 

• We selected a sample of customer contracts to evaluate the appropriateness of management's determination of distinct perfonnance 
obligations. 

• We selected a sample of invoices from the accounts receivable detail and determined whether amounts invoiced were in accordance 
with the related contract te1ms. Further, we inspected line items on the invoice to verify that all line items were included in 
management's evaluation of performance obligations. 

• We selected a sample of customer contracts and investigated all changes in cun-ent forecasted cost to original forecasted cost to 
evaluate if changes in estimate are indicative of existing services known by operations personnel, but not previously considered as 
distinct perfo1mance obligations by management. 

• We investigated offsets to revenue to determine that they represent a valid purpose and a service was not previously identified. 

• We selected a sample of expenditures and dete1mi11ed whether the good/service represented by the selected transaction was properly 
identified and evaluated by management as a distinct performance obligation. 

Isl Deloitte & Touche LLP 

Costa Mesa, CA 
June 1, 2021 

We have served as the Company's auditor since 2016. 
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Iteris, Inc. 

Consolidated Balance Sheets 

(In thousands, except par value) 

$ 

Trade accounts receivable, net of allowance for doubtful accounts of $1,019 and $802 at March 31, 2021 and 
2020 respectively 
Unbilled accounts receivable 
Inventories 
Prepaid expenses and other current assets 
Current assets of discontinued operations 

Total current assets 
Property and equipment, net 
Right-of-use assets 
Intangible assets, net 
Goodwill 
Other assets 
Noncurrent assets of discontinued operations 

Total assets $ 

Liabilities and stockholders' equity 
Current liabilities: 

Trade accounts payable $ 
Accrued payroll and related expenses 
Accrued liabilities 
Deferred revenue 
Current liabilities of discontinued operations 

Total current liabilities 
• Lease liabilities 
Deferred income taxes 
Unrecognized tax benefits 
Other long-tenn liabilities 
Noncurrent liabilities of discontinued operations 

Total liabilities 
Commitments and contingencies (Note 7) 

Stockholders' equity: 
Preferredstock,-$L00par value: ·- - ----~ - ~ --- - - - - - ----·-·-

Authorized shares-2,000 Issued and outstanding shares-0 
Common stock, $0.10 par value: 
Authorized shares-70,000 at March 31, 2021 and March 31, 2020 Issued and outstanding shares-41,687 at 
March 31, 2021 and 40,713 at March 31, 2020 
Additional paid-in capital 
Accumulated deficit 

Total stockholders' equity 

Total liabilities and stockholders' equity $ 

See accompanying Notes to the Consolidated Financial Statements. 
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2021 2020 

25,205 $ 14,217 
263 146 

3,100 11,556 

19,020 16,706 
11,541 9,848 
5,066 3,040 
5,445 2,()40 

l,476 
69,640 59,029 

1,923 1,835 
11,353 12,598 
14,297 6,066 
28,340 20,590 

1,238 1,213 
78 626 

126,869 $ 101,957 

8,935 $ 8,101 
11,734 7,508 
4,921 3,665 
7,349 4,413 

94 2,828 
33,033 26,515 
10,146 11,638 

808 190 
119 130 

3,523 
261 357 

47,890 38,830 

4,170 4,071 
181,828 176,209 

(107,019) (117,153) 
78,979 63,127 

126,869 $ 101,957 
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Iterls, Inc. 

Consolidated Statements of Operatlon1 

(In thousands, except per share amounts) 

Ye11r Ended March 31, 

2021 2020 2019 
Product revanucs $ 55,007 
Service revenues 54,205 52,396 45,080 

Total revenues 117,138 107,403 93,307 
Cost of product revenues 34,933 30,266 28,434 
Cost of ser\lice revenues 35,349 33,524 29,611 

Cost ofrevenues 70,282 63,790 58,045 

Gross profit 46,856 43,613 35,262 
Operating expenses: 

Selling, general and administrative 39,164 40,665 34,166 
Reseorch and development 5,130 4,315 3,755 
Amortization of intangible assets 1,504 757 275 
Restructuring charges 619 

Total operating expenses 46,417 45,737 38,196 

Operating income (loss) 439 (2,124) (2,934) 
Non-opemting income: 

Other income, net 54 297 49 
Intere.~t income, net 113 229 128 

Income (loss) from continuing operations before income taxes 606 (1,598) {2,757) 
Provision for income taxes (115) (160) (36) 

Net income Ooss) from continuing operations 491 (1,758) (2,793) 
Loss from discontinued operations before gain on sale, net of tax (1,654) (3,852) (5,023) 
Gain on sale of discontinut:d operations, net of tax 11,297 

Net income (loss) from discontinued operations, net of tax 9,643 (3,852) (5,023) 

Net income (loss) $ 10,134 $ (5,610) $ (7,816) 

Income (loss) per share - basic: 

Income (loss) per share from continuing operations $ o.ot $ (0.o4) $ (0.08) 

Income (loss) per share from discontinued operations $ 0.23 $ (0.10) $ {0.15) 

Net income (loss) per share $ 0.24 $ (0.14) $ {0.23) 

Income (loss) per share - dilutad: 

Income (loss) per share from continuing operations $ 0.01 $ (0.04) $ (0.08) 

Income (loss) per sh~r~ J:rom discontinued operations $ 0.23 $ (0.10) $ (0.15) 

Net income (loss) per share 1- - ----- 0:24 ··~· - {0]4f :Ji--- --(0:23) 

Shares used in basic per share calculations 41,176 39,012 33,266 

Shares used in diluted per share calculations 41,599 39,012 33,266 

See accompanying Notes to the Consolid11ted Financial Statements. 
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Iteris, Inc. 

Consolidated Statements of Stockholders' Equity 

(In thousands) 

Common Stock Additional 
Paid-In 

Shares Amount Capital 
Balance at March 31, 2018 33,186 $ 3,318 $ 139,722 

Adoption of ASU 2014-09 

Stock option exercises 43 4 81 

Issuance of shares pursuant to Employee Stock 
Purchase Plan 92 10 355 

Stock-based compensation 2,156 

Issuance of shares pursuant to vesting of restricted 
stock units, net of payroll withholding taxes 56 6 (54) 

Net loss 

Balance at March 31,2019 33,377 3,338 142,260 

Issuance of common stock in connection with public 
offering, net of costs 6,183 618 26,133 

Stock option exercises 120 12 244 

Issuance of shares pursuant to Employee Stock 
Purchase Plan 91 9 361 

Stock-based compensation 2,785 

Issuance of shares pursuant to vesting of restricted 
stock units, net of payroll withholding taxes 73 7 (22) 

Issuance of common stock in connection with 
acquisition 869 87 4,448 

Net loss 
Balance at March 31, 2020 40,713 4,071 176,209 

Stock option exercises 731 74 2,559 

Issuance of shares pursuant to Employee Stock 
Purchase Plan 97 10 438 

Stock-based compensation 2,845 

Issuance of shares pursuant to vesting of restricted 
stock units, net of payroll withholding taxes 146 15 (223) 

Net income 

Balance at March 31, 2021 41,687 $ 4,170 $ 181,828 

See accompanying Notes to the Consolidated Financial Statements. 
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Total 
Accumulated Stockholders' 

Deficit Equity 
$ (103,519) $ 39,521 

(208) (208) 

85 

365 

2,156 

(48) 

(7,816) (7,816) 

(111,543) 34,055 

26,751 

256 

370 

2,785 

(15) 

4,535 

(5,610) (5,610) 

(117,153) 63,127 

2,633 

448 

2,845 

(208) 

10,134 10,134 

$ (107,019) $ 78,979 
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Iteris, Inc. 

Consolidated Statements of Cash Flows 

(In thousands) 

lteris, Inc. 
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Yenr Ended Mnrch 31, 

2021 2020 2019 
Cash flows from operating activities 
Net income (loss) $ 10,134 $ (5,610) $ (7,816) 

Less: Net income (loss) from discontinued operations 9,643 (3,852) (5,023) 

Net income (loss) from continuing operations 491 (1,758) (2,793) 

Adjustments to reconcile net income (loss) to net cash provided by (used in) operating 
activities: 

Right-of-use asset non-cash expense 1,438 1,199 

Deferred income taxes 607 105 (18) 

Depreciation of property and equipment 734 770 754 

Stock-based compensation 2,902 2,495 1,861 

Amortization of intangible assets 2,036 1,255 629 

Other 86 (60) 

Changes in operating assets and liabilities, net of effects of discontinued operations and 
acquisitions: 

Trade accounts receivable (227) 235 (3,773) 

Unbilled accounts receivable and defe1Ted revenue 903 (2,353) 601 

Inventories (1,085) (124) 5 

Prepaid expenses and other assets (1,738) (951) 671 

Trade accounts payable and accrued expenses 4,168 (409) 1,868 

Operating lease liabilities (1,427) (866) 

Net cash provided by (used in) operating activities - continuing operations 8,888 (462) (195) 

Net cash used in operating activities - discontinued operations (2,398) (3,365) (5,633) 

Net cash provided by (used in) in operating activities 6,490 (3,827) (5,828) 

Cash flows from investing activities 
Purchases of property and equipment (601) (409) (486) 

Purchase of short-tenn investments (23,655) (33,786) (4,079) 

Maturities of investments 32,025 24,225 7,463 

Capitalized software development costs (767) (633) (660) 

Cash paid in business acquisition, net of cash acquired (15,000) (5,581) 

Net proceeds from sale of Veliicle Sensors 107 

Net cash provided by (used in) investing activities - continuing operations (7,998) (16,184) 2,345 

Net cash provided by (used in) investing activities - discontinued operations 9,740 (59) 

Net cash provided by (used in) investing activities 1,742 (16,243) 2,345 

Cash flows from financing activities 
Proceeds from stock option exercises 2,633 256 85 

Proceeds from ESPP purchases 448 370 365 

Tax withholding payments for net share settlements of restricted stock units (208) (15) (48) 

Proceeds from issuance of common stock, net of costs 26,751 

Net cash provided by financing activities - continuing operations 2,873 27,362 402 

Net cash provided by financing activities• discontinued operations 

Net cash provided by financing activities 2,873 27,362 402 

Increase (decrease) in cash, cash equivalents and rest1icted cash 11,105 7,292 (3,081) 

Cash, cash equivalents and restricted cash at beginning of period 14,363 7,071 10,152 

Cash, cash equivalents and restricted cash at end of period $ 25,468 $ 14,363 $ 7,071 

Supplemental cash flow information: 
Cash paid during the year for: 

Income taxes $ 183 $ 63 $ 4 

Supplemental schedule of non-cash investing nnd financing activities: 

Issuance of common stock for vested restricted stock units $ 15 $ 7 $ 6 

Lease liabilities arising from obtaining right-of-use assets $ 689 $ 581 $ 
Deferred purchase price receivable $ 1,500 $ $ 

Issuance of common stock in connection with acquisition $ $ 4,535 $ 

Deferred consideration related to TrafficCast acquisition $ 2,050 $ $ 

Working capital adjustment related to TrafficCast acquisition $ 681 $ $ 

See accompanying Notes to the Consolidated Financial Statements. 
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Notes to Consolidated Financial Statements 

March 31, 2021 

1. Description of Business and Summary of Significant Accounting Policies 

Description of Business 

Iteris, Inc. (refen-ed to collectively with its wholly-owned subsidiaries, ClearAg, Inc. and Albeck Gerken, Inc. ("AGI"), in this 
report as "Iteris", the "Company", "we", "our", and "us") is a provider of sma1t mobility infrastruct1u-e solutions. Our solutions enable 
public transpottation agencies, mtutlcipalities, commercial entities and other transpo1tation infrastmcture providers to monitor, 
visualize, and optimize mobility infrastruchu-e to help ensure roads are safe, travel is efficient, and communities thrive. 

As a pioneer in intelligent transportation systems ("ITS") technology, our intellectual prope1ty, advanced detection sensors, 
mobility and traffic data, software-as-a-service (''SaaS") offerings, specialized consulting services and end-to-end solutions delivered 
as cloud-enabled managed services represent a comprehensive range of smart mobility infrastruchtre management solutions that we 
distribute to customers throughout the United States ("U.S.") and internationally. 

Prior to the sale of our Agriculhire and Weather Analytics segment in May 2020, we combined our intellechtal property with 
enhanced atmospheric, land surface and agronomic modeling techniques to offer smart content and analytical solutions that provide 
analytical suppo1t to large enterprises in the agriculture industry, such as seed and crop protection companies, integrated food 
companies, and agriculhtral equipment manufacturers and service providers. 

We believe our products, solutions and services increase safety and decrease congestion within mu· communities, while also 
minimizing enviromnental impact. 

We continue to make significant investments to leverage our existing technologies and further expand our advanced detection 
sensors, transpo1tation performance analytics systems, and specialized consulting services and cloud-enabled managed services in the 
smart mobility infrastructure management market, and we are always exploring strategic alternatives intended to optimize the value of 
our Company. 

Iteris was incorporated in Delaware in 1987 and has operated in its current form since 2004. 

Recent Developments 

COVID-19 Update 

The COVID-19 pandemic (the "Pandemic") has materially adversely impacted global economic conditions. More than twelve 
months into the Pandemic, COVlD-19 continues to have an unpredictable and unprecedented impact on the U.S. economy as federal, 
state and local governments react to this public health crisis with travel restrictions, quarantines and "stay-at-home" orders. The 
uncertainties caused by the Pandemic include, but are not limited to, supply chain disruptions, workplace dislocations, economic 
contraction, and downward pressure on some customer budgets and customer sentiment in general. While there has been no material 
impact to our business during the fiscal year ended March 31, 2021, we did experience some work delays due to the Pandemic. Should 
such conditions become protracted or worsen or should longer tenn budgets or priorities of our clients be impacted, the Pandemic 
could negatively affect our business, results of operations and financial condition. The extent of the impact of the Pandemic on our 
business and financial results, and the volatility of our stock price will depend largely on fuhtre developments, including the duration of 
the spread of the outbreak, the distribution, rate of adoption and efficacy of vaccines, the impact on capital and financial markets and 
the related impact on the budgets and financial circumstances of our customers, all of which are highly uncertain and cannot be 
reasonably estimated as of the date of this repmt. 

Given the unce1tainties surrounding the impacts of the Pandemic on the Company's fuhtre financial condition and results of 
operations, the Company has taken ce1tain actions to preserve its liquidity, manage cash flow and strengthen its financial flexibility. 
Such actions include, but are not limited to, reducing discretionary spending, reducing capital expendihtres, implementing restmcturing 
activities, and reducing payroll costs, including employee furloughs, pay freezes and pay cuts. Refer to Note 4, Restmch1ring 
Activities, to the Consolidated Financial Statements. 

On March 27, 2020, the Corona virus Aid, Relief and Economic Security Act ("CARES Act") was signed into law in the United 
States. The CARES Act provides relief lo U.S. corporations through financial assistance programs and modifications to 
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Notes to Consolidated Financial Statements (Continued) 

March 31, 2021 

1. Description of Business and Summary of Significant Accounting Policies (Continued) 

certain income tax provisions. The Company is applying certain beneficial provisions of the CARES Act, including the payroll tax 
deferral and the alternative minimum tax acceleration. Refer to Note 6, Income Taxes, to the Consolidated Financial Statements. 

The Company assessed the impacts of the Pandemic on the estimates and assumptions used in preparing these audited consolidated 
financial statements. The estimates and assumptions used in these assessments were based on management's judgment and may be 
subject to change as new events occur and additional info1mation is obtained. In particular, there is significant uncertainty about the 
duration and extent of the impact of the Pandemic and its resulting impact on global economic conditions. If economic conditions 
caused by the Pandemic do not recover as currently estimated by management, the Company's financial condition, cash flows and 
results of operations may be materially impacted. See be'tow for areas that required more judgments and estimates as a result of the 
Pandemic. The Company will continue to assess the effect on its operations by monitoring the spread of the Pandemic and the actions 
implemented to combat the virus throughout the world and its assessment oftl1e impact of the Pandemic may change. 

Acquisition of the Assets ofTrajficCast International, Inc. 

On December 6, 2020, the Company entered into an Asset Purchase Agreement (the "TrafficCast Purchase Agreement") with 
TrafficCast International, Inc. ("TrafficCast"), a privately held company headquartered in Madison, Wisconsin that provides travel 
information technology, applications and content to customers throughout North America in the media, mobile technology, automotive 
and public sectors. Under the TrafficCast Purchase Agreement, the Company agreed to purchase from TrafficCast substantially all of 
its assets, composed of its travel information technology, applications and content (the "Traffi.cCast Business"). The transaction closed 
on December 7, 2020. 

Under the TrafficCast Purchase Agreement, Iteris purchased from TrafficCast substantially all of the assets used in the conduct of 
the TrafficCast Business and assumed certain specified liabilities of the TrafficCast Business in exchange for a total purchase price of 
up to $17.7 million, with $15.0 million paid in cash on the closing date, $1.0 million held back as security for certain post-closing 
adjustments and post-closing indemnity obligations of TrafficCast, $ 1.1 million acquisition-related liability, and a $ 1.0 million earn 
out, fair valued at $0 .6 million as of March 31, 2021, that if earned, will be paid over two years based on the Traffic Cast Business' 
achievement of certain revenue targets. The TrafficCast Purchase Agreement also provides for customary post-closing adjustments to 
the purchase price tied to working capital balances of the TrafficCast Business at closing (see Note 12, Acquisitions, to the 
Consolidated Financial Statements). 

The parties also entered into certain ancillary agreements that will provide Iteris with ongoing access to mapping and monitoring 
services that the TrafficCast Business uses to support its real-time and predictive travel data and associated content. 

Public Offering and Acquisition of Albeck Gerken, Inc. 

On June 13, 2019, the Company completed an underwritten public offering of 6,182,797 shares of the Company's common stock 
for net proceeds to the Company of approximately $26.8 million, after deducting underwriting discounts and estimated offering 
expenses payable by tl1e Compa11y. The Company used approximately $6.2 million of the net proceeds of this offering to pay the cash 
portion of the purchase price in the acquisition of AGI, a privately-held professional transportation engineering services firm 
headquartered in Tampa, Florida (see Note 12, Acquisitions, to the Consolidated Financial Statements), and plans to use the balance of 
the net proceeds for general corporate purposes and possibly for other future acquisitions. 

Sale of Agriculture and Weather Analytics Segment 

On May 5, 2020, the Company completed the sale of substantially all of our assets used in connection with our Agriculture and 
Weather Analytics ("AWA") segment to DTN, LLC ("DTN"), an operating company ofTBG AG, a Swiss-based holding company, 
pursuant to an Asset Purchase Agreement (the "AWA Purchase Agreement") signed on May 2, 2020, in exchange for a total purchase 
consideration of $12.0 million in cash, subject to working capital adjustments. Upon closing on May 5, 2020, the Company received 
$10.5 million in cash and $1.5 million of deferred payment, of which $1.45 million has been paid by DTN at the 12-month anniversary 
of the closing date, and $0.05 million will be paid by DTN at the 18-month anniversary of the closing date, subject to satisfactions of 
the conditions set forth in the AWA Purchase Agreement relating to the transition of certain customers to DTN and the collection of 
certain receivables by DTN. See Note 3, Discontinued Open1tions, to the Consolidated Financial Statements, for further details on the 
sale of the Agriculture and Weather Analytics segment. 
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Notes to Consolidated Financial Statements (Continued) 

Marcil 31, 2021 

1. Description of Business and Summary of Significant Accounting Policies (Continued) 

Restructuring Activities 

On April 30, 2020, in connection with the sale of the Agriculture and Weather Analytics segment, the Board of Directors of the 
Company approved restmcturing activities to better position the Company for increased profitability and growth. Restructuring charges 
of approximately $1.5 million were incurred for separation costs for certain employees who did not transition to DTN, additional 
positions that were eliminated to right-size the cost structure of the Company, and the impaimient of ce1tain lease-related assets (see 
Note 4, Restructuring Activities, to the Consolidated Financial Statements). 

Basis of Presentation 

Our consolidated financial statements include the accounts oflteris, Inc. and all its wholly-owned subsidiaries and have been 
prepared in accordance with generally accepted accounting principles in the United States of America ("GMP"). All intercompany 
balances and transactions have been eliminated in consolidation. 

Use of Estimates 

The preparation of consolidated financial statements in conformity with GAAP requires our management to make certain estimates 
and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date 
of the financial statements, and reported amounts ofrevenues and expenses during the reporting period. Significant estimates made in 
the preparation of the consolidated financial statements include, but not limited to, recoverability oflong-lived and intangible assets; 
fair value of acquired intangible assets and goodwill; collectability of accounts receivable and related allowance for doubtful accounts; 
projections of taxable income used to assess realizability of deferred tax assets; warranty reserves; costs to complete long-term 
contracts; indirect cost rates used in cost plus contracts; fair value of stock option awards and equity instruments; estimates of fut1ire 
cash flows used to assess the recoverability of the impairment of goodwill; fair value of contingent consideration and capitalization and 
estimated useful life of the Company's internal-use software development costs. Estimates are based on historical experience and on 
various assumptions that the Company believes are reasonable under current circumstances. However, future events are subject to 
change and best estimates and judgments may require further adjustments, therefore, actual results could differ mateiiall y from those 
estimates. Management periodically evaluates such estimates and they are adjusted prospectively based upon such periodic evaluation. 

Revenue Recognition 

Revenues are recognized when control of the promised goods or services are transferred to our customers, in a gross amount that 
reflects the consideration that we expect to be entitled to in exchange for those goods or services. We generate all of our revenue from 
contracts with customers. • 

Product revenue related contracts with customers begin when we acknowledge a purchase order for a specific customer order of 
product to be delivered in the near te1m and these purchase orders are short-tem1 in nature. Product revenue is recognized at a point in 
time upon sltipment or upon customer receipt of the product, depending on shipping terms. The Company determined that this method 
best represents the transfer of goods as transfer of control typically occurs upon shipment or upon customer receipt of the product. 

Service revenues, primarily derived from our Transportation Systems segment, are primarily from long-tenn engineering and 
consulting service contracts with govemmental agencies. These contracts generally include perfo1mance obligations in which control is 
transferred over time, We recognize revenue on fixed fee contracts, over time, using the proportion of actual costs incurred to the total 
costs expected to complete the contract performance obligation. The Company detem1ined that this method best represents the transfer 
of services as the proportion closely depicts the effmts or inputs completed towards the satisfaction of a fixed fee contract perfmmance 
obligation. Time & Materials ("T &M") and Cost Plus Fixed Fee ("CPFF") contracts are considered variable consideration. However, 
performance obligations with these fee types qualify for the "Right to Invoice" Practical Expedient. Under this practical expedient, the 
Company is allowed to recognize revenue, over time, in the amount to which the Company has a right to invoice. In addition, the 
Company is not required to estimate such variable consideration upon inception of the contract and reassess the estimate each repmting 
period. The Company dete1mined that this method best represents the transfer of services as, upon billing, the Company has a right to 
consideration from a customer in ai1 amount that directly corresponds with the value to the customer of the Company's performance 
completed to date. 
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Service revenues also consist ofrevenues derived from maintenance and support, extended wan-anty, and the use of the Company's 
service platforms and APis on a subscription basis. We generate this revenue from fees for maintenance and 
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support, extended wa1ranty, monthly active user fees, software-as-a-service ("SaaS") fees, and hosting and storage fees. In most cases, 
the subscription or transaction ammgement is a single performance obligation comprised ofa series of distinct services that are 
substantially the same and that have the same pattern of transfer (i.e., distinct days of service). The Company applies a time-based 
measure of progress to the total transaction price, which results in ratable recognition over the term of the contract. The Company 
determined that this method best represents the transfer of services as the customer obtains equal benefit from the service throughout 
the service period. ~ 

The Company accounts for individual goods and services separately if they are distinct perfom1ance obligations, which often 
requires significant judgment based upon knowledge of the products and/or services, the solution provided and the structure of the 
sales contract. In Saas agreements, we provide a se1vice to the customer which combines the software functionality, maintenance and 
hosting into a single performance obligation. In product related contracts, a purchase order may contain different products, each 
constituting a separate perfonnance obligation. 

We generaliy estimate variable consideration at the most likely amount to which we expect to be entitled and in certain cases based 
on the expected value, which requires judgment. We incltide estimated amounts in the transaction price to the extent it is probable that 
a significant reversal of cumulative revenue recognized will not occur when the uncertainty associated with the variable consideration 
is 1·esolved. Our estimates of variable consideration and determination of whether to include estimated amounts in the transaction ptice 
are based largely on an assessment of our anticipated performance and all info1mation (historical, cuLTent and forecasted) that is 
reasonably available to us. We review and update these estimates on a quarterly basis. 

The Company's typical petformance obligations include the following: 

Performance Obligation 

Praduct Reve1111es 

St;indard purchase orders for 
delivery ofu tungible product 
Engineering services where the 
deliverable j~ considered a product 

Service Revenues 

Engineering and consulting 
services 

Saas 

Extended warranty service 

Disaggrngation of Revenue 

When Performance 
Obllgution is Typlcnlly 

Satisfied 

Upon shipment (point in time) 

As work is performed (aver time) 

As work is performed (over time) 

Over the course of the SnaS service 
once the system is available for use 
(over time) 

Over the course of the extended 
warranty period (over time) 

WIien Payment is 
Typically Due 

Within 30 days of delivery 

Within 30 days of services being 
invoiced 

Within 30 days of services being 
invoiced 
At the beginning of the conlrnct period 

At the beginning of the contract period 

How Stnndalone 
Selling Price is 

Typically Estimated 

Observable transactions 

Estinmted using a cost-plus margin 
approach 

Estimated nsiug a cost-plus margin 
approach 
Estimated using 11 cast-plus margin 
approach 

Estimated using a cost-plus margin 
approach 

The Company disaggregates revenue from contracts with customers into reportable segments and the nature of the products and 
services. See Note 13, Business Segments, Significant Customer and Geographic Informarion for further details. 

Trade Accounts Receivable and Contract Balances 

We classify our right to consideration in exchange for goods and services as either a receivable or a contract asset. A receivable is 
a right to cousideration that is unconditional (i.e. only the passage of time is required before payment is due). We present such 
receivables in trade accounts receivable, net in the accompanying consolidated balance sheet at their net estimated realizable value. 

The Company maintains an allowance for dm1btful accounts to provide for the estimated amount of receivables that will not be 
collected. If warranted, the allowance is increased by the Company's provision for doubtful accounts, which is charged against income. 
All recoveries on receivables previously charged off are included in income, while direct charge-offs of receivables are deducted from 
the allowance. • 

A contract asset is a right to consideration that is conditional upon factors other than the passage of time. Contract assets are 
presented as unbilled accounts receivable in the accompanying consolidated balm1ce sheet. For example, we would record a 
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1. Description of Business and Summary of Significant Accounting Policies (Continued) 

contract asset ifwe record revenue on a professional services engagement, but are not entitled to bill until we achieve specified 
milestones. 

Our contract assets and refund liabilities are reported in a net position on a contract basis at the end of each reporting pe1iod. 
Refund liabilities are consideration received in advance of the satisfaction of performance obligations. 

Contract Fulfillment Costs 

The Company evaluates whether or not we should capitalize the costs of fulfilling a contract. Such costs would be capitalized 
when they are not within the scope of other standards and: ( l) are directly related to a contract; (2) generate or enhance resources that 
will be used to satisfy performance obligations; and (3) are expected to be recovered. As ofMarch 31, 2021 and 2020, there was 
approximately $3.2 million and $1.2 million, respectively, of contract fulfillment costs which are presented in the accompanying 
consolidated balance sheets as prepaid and other cun-ent assets. These costs primarily relate to the satisfaction of performance 
obligations related to the set up ofSaaS platforms. These costs are amortized on a straight-line basis over the estimated useful life of 
the SaaS platform. 

Transaction Price Allocated to the Remaining Performance Obligations 

As of March 31, 2021 and 2020, the aggregate amount ofh·ansaction price allocated to remaining performance obligations was 
immaterial primarily as a result of termination provisions within our contracts which make the duration of the accounting term of the 
contract one year or less. 

Practical Expedients and Exemptions 

T &M and CPFF contracts are considered variable consideration. However, performance obligations with an underlying fee type of 
T &Mor CPFF qualify for the "Right to Invoice" Practical Expedient under ASC 606-10-55-18. Under this practical expedient, the 
Company is not required to estimate such variable consideration upon inception of the contract and reassess the estimate each reporting 
period. 

The Company utilizes the practical expedient under ASC 606-10-50-14 of not disclosing infmmation about its remaining 
perfonnance obligations for contracts with an original expected duration (Le., contract term, determined based on the analysis of 
teimination provisions described above) of 12 months or less. 

The Company pays sales commissions on certain sales contracts. These costs are accrned in the same period that the revenues are 
recorded. Using the practical expedient under ASC 340-40-25-4, the Company recognizes the incremental costs of obtaining a contract 
as an expense when incun-ed since the amortization period of the asset that the Company otherwise would have recognized is one year 
or less. 

The Company utilizes the practical expedient under ASC 606-10-25-1 SB to account for shipping and handling as fulfillment costs, 
and not a promised service (a revenue element). Shipping and handling costs are included as cost ofrevenues in the period during 
which the products ship. 

The Company excludes from the transaction price all sales taxes that are assessed by a govemmental authority and that are 
imposed on and concurrent with a specific revenue-producing h·ansaction and collected from a custom.er (for example, sales, use, value 
added, and some excise taxes). This employs the practical expedient under ASC 606-10-32-2A. Sales taxes are presented on a net basis 
(excluded from revenues) in the accompanying consolidated statements of operations. 

Deferred Revenue 

DefeLTed revenue in the accompanying consolidated balance sheets is comprised of refund liabilities related to billings and 
consideration received in advance of the satisfaction of perfo1mance obligations. 

Concentration of Credit Risk 
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Financial instruments that potentially subject us to a concentration of credit risk consist principally of cash and cash equivalents 
and trade accounts receivable. 
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1. Description of Business and Summary of Significant Accounting Policies (Continued) 

Cash and cash equivalents consist primarily of demand deposits and money market funds maintained with several financial 
institutions. Deposits held with banks may exceed the amount of insurance provided on such deposits. Generally, these deposits may be 
redeemed upon demand and are maintained with high quality financial institutions, and therefore are believed to have minimal credit 
risk. 

Our accounts receivable are primarily de1ived from billings with customers located throughout North Ame1ica, as well as in 
Europe, South America and Asia. We generally do not require collateral or other sectUi.ty from our domestic customers. We maintain an 
allowance for doubtful accounts for potential credit losses, whicl1_losses have historically been within management's expectations. 

We cunently have, and historically have had, a diverse customer base. For the fiscal years ended March 31, 2021 ("Fiscal 2021 ") 
and, March 31, 2020 ("Fiscal 2020"), no individual customer represented greater than I 0% of our total revenues. For the fiscal year 
ended March 31, 2019 ("Fiscal 2019"), one individual customer represented approximately 24% of our total revenues. As of March 31, 
2021 and 2020, no individual customer represented greater than I 0% of our total accounts receivable. 

Fair Values of Financial Instruments 

The accounting guidance provided in ASC 820, Fair Value Measurements ("ASC 820'~ for fair value provides a framework for 
measudng fair value, clarifies the definition of fair value, and expands disclosures regarding fair value measurements. Fair value is 
defined as the price that would be received to sell an asset or paid to transfer a liability (an exit price) in an orderly transaction between 
market participants at the reporting date. The accounting guidance establishes a three-tiered hierarchy, which prioritizes the inputs used 
in the valuation methodologies in measuring fair value as follows: 

Level I-Unadjusted quoted prices in active markets for identical assets or liabilities accessible to the reporting entity at the 
measurement date. 

Level 2......:.observable inputs other than quoted prices in active markets for identical assets or liabilities, quoted prices for 
identical or similar assets or liabilities in inactive markets, or other inputs that are observable or can be 
corroborated by observable market data for substantially the full te1m of the assets or liabilities. 

Level 3-lnputs that are generally unobservable and typically reflect management's estimate of assumptions that market 
participants would use in pricing the assets or liabilities. 

A financial instrument's categorization within the valuation hierarchy is based upon the lowest level of input that is significant to the 
fair value measurement. 

The Company applies fair value accounting for all financial instruments on a recurring basis. The Company's financial instruments, 
which include cash, cash equivalents, accounts receivable and accounts payable are recorded at their carrying amounts, which 
approximate their fair values due to their short-term nature. All marketable securities are considered to be available-for-sale and 
recorded at their estimated fair values. In valuing these items, the Company uses inputs and assumptions that market paiticipants would 
use to determine their fair value, utilizing valuation techriiques that maximize the use of observable inputs and minimize the use of 
unobservable inputs. 

Cash, Cash Equivalents and Restricted Cash 

Cash and cash equivalents consist of cash and short-term investments with initial maturities of 90 days or less. 

As of March 31, 2021 and 2020 restricted cash was 0.3 million and 0.1 million, respectively, related to cash restricted for shares 
purchased under the Employee Stock Purchase Plan ("ESPP") (see Note 10 for fiuther details on the ESPP). 

Cash, cash equivalents and restiicted cash presented in the accompanying statements of cash flows consist of the following (in 
thousands): 
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Cash and cash equivalents 

Restricted cash 

Investments 

$ 

$ 

Year Ended Ma1·ch 31, 

2021 2020 

25,205 $ 14,217 

263 146 

25,468 $ 14,363 

The Company's investments are classified as either held-to-maturity, available-for-sale or trading, in accordance with ASC 320. 
Held-to-maturity securities are those securities that the Company has the positive intent and ability to hold until maturity. Trading 
securities are those securities that the Company intends to sell in the near tenn. All other securities not included in the held-to-maturity 
or trading category are classified as available-for-sale. Held-to-maturity securities are recorded at amortized cost which approximates 
fair market value. Trading secmities are canied at fair value with unrealized gains and losses charged to earnings. Available-foMale 
securities are canied at fair value with unrealized gains and losses recorded within accumulated other comprehensive loss as a separate 
component of stockholders' equity. ASC 820 defines fair value as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. ASC 820 also establishes a fair value hierarchy 
which requires an entity to maximize the use of observable inputs, where available (see Note 5). As of March 31, 202 l, all of our 
investments are available-for-sale. 

Under ASC 3 20-10-35, a security is considered to be other-than-temporarily impaired if the present value of cash flows expected 
to be collected are less than the security's amortized cost basis (the difference being defined as the "Credit Loss") or if the fair value of 
the security is less than the security's amortized cost basis and the investor intends, or will be required, to sell the security before 
recovery of the security's amortized cost basis. If an other-than-tempora1y impainnent exists, the charge to earnings is limited to the 
amount of Credit Loss if the investor does not intend to sell the security, and will not be required to sell the security, before recovery of 
the security's amortized cost basis. Any remaining difference between fair value and amortized cost is recognized in other 
comprehensive loss, net of applicable taxes. The Company evaluates whether the decline in fair value of its investments is other-than­
temporary at each quarter-end. This evaluation consists of a review by management, and includes market pricing information and 
maturity dates for the securities held, market and economic trends in the industry and infonnation on the issuer's financial condition 
and, if applicable, info1mation on the guarantors' financial condition. Factors considered in determining whether a loss is temporary 
include the length of time and extent to which the investment's fair value has been less than its cost basis, the financial condition and 
near-te1m prospects of the issuer and guarantors, including any specific events which may influence the operations of the issuer and the 
Company's intent and ability to retain the investment for a reasonable period of time sufficient to allow for any anticipated recovery of 
fair value. 

Accounts Receivable and Allowance for Doubtful Accounts 

Accounts receivable are recorded net of the allowance for doubtful accounts. The allowance for doubtful accounts is estimated 
based on the Company's assessment of its ability to collect on customer accounts receivable. The collectability of our accounts 
receivable is evaluated through review of outstanding invoices and ongoing credit evaluations of our customers' financial condition. In 
cases where we are aware of circumstances that may impair a specific customer's ability to meet its financial obligations subsequent to 
the original sale, we will record an allowance against amounts due, and thereby reduce the net recognized accounts receivable to the 
amount we reasonably believe will be collected. The Company writes-off accounts receivable against the allowance when a 
determination is made that the balance is uncollectible and collection of the receivable is no longer being actively pursued. The 
allowance for doubtful accounts was $1.0 million and $0.8 million as of March 31, 2021 and 2020, respectively. 

Inventories 

Inventories consist of finished goods, work-in-process and raw materials and are stated at the lower of cost or net realizable value. 
Cost is detennined using the first-in, first-out method. 

Property and Equipment 
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Property and equipment are recorded at cost and are depreciated using the strnight-line method over the estimated useful life of the 
related assets ranging from three to eight years. Leasehold improvements are depreciated over the term of the related lease or the 
estimated useful life of the improvement, whichever is shorter. 

Intangible Assets 

Intangible assets with determinable economic lives are canied at cost, less accumulated amortization. Amortization is computed 
over the estimated usefol life of each asset on a straight-line basis. The Company dete1mines the useful lives of identifiable intangible 
assets after considering the specific facts and circumstances related to each intangible asset. Factors the Company considers when 
dete1mining useful lives include the contractual te1m of any agreement related to the asset, the historical performance of the asset, the 
Company's long-tenn strategy for using the asset, any laws or other local regulations which could impact the usefol life of the asset and 
other economic factors, including competition and specific market conditions. Intangible assets without dete1minable economic lives 
are carried at cost, not amortized and reviewed for impaitment at least annually. 

Goodwill 

Goodwill represents the excess of the aggregate purchase price over the fair value of net identifiable assets acquired in a business 
combination. Goodwill is not amortized and is tested for impainnent at least annually or whenever events or changes in circumstances 
indicate that the carrying value may not be recoverable. In the valuation of goodwill, management must make assumptions regarding 
estimated future cash flows to be derived from the Company's business. If these estimates or their related assumptions change in the 
future, the Company may be required to record impainnent for these assets. • 

The Company has the option to first perform a qualitative assessment to determine if it is more likely than not that the fair value of 
a reporting unit is less than its,carrying value. However, the Company may elect to bypass the qualitative assessment and proceed 
directly to the quantitative impairment tests. The first step of the impairment test involves comparing the fair value of the repmiing unit 
to its net book value, including goodwill. If the net book value exceeds its fair value, the Company would perform the second step of 
the goodwill impairment test to determine the amount of the impainnent loss. We perform an annual quantitative assessment of our 
goodwill during the fourth fiscal quarter, or more frequently, to determine if any events or circumstances exist, such as an adverse 
change in business climate or a decline in overall industry demand, that would indicate that it would more likely than not reduce the 
fair value of a reporting unit below its carrying amount, including goodwill. If events or circumstances do not indicate that the fair 
value of a reporting unit is below its carrying amount, then goodwill is not considered to be impaired and no further testing is required, 
if otherwise, we compare the fair value of our reporting unit to its carrying value, including goodwill. If the carrying amount of a 
reporting unit exceeds the reporting unit's fair value, the amount by which the carrying value of the goodwill exceeds its implied fair 
value, if any, is recognized as an impaitment loss. We monitor the it1dicators for goodwill impairment testing between armual tests. As 
of March 31, 2021 and 2020, we detennined that no adjustments to the carrying value of goodwill were required. 

Impairment of Long-Lived Assets 

The Company evaluates its long-lived assets, including property, equipment and intangible assets (other than goodwill) for 
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. We 
determine whether the canying value of an asset or asset group is recoverable, based on comparisons to undiscounted expected future 
cash flows the asset or asset group is expected to generate. If an asset is not recoverable, we record an impairment loss equal to the 
amount by which the carrying value of the asset exceeds its fair value. We primarily use the income valuation approach to determine 
the fair value of our long lived and intangible assets. During the three months ended June 30, 2020, we recorded $0.3 million in 
impainnent charges related to right-of-use assets and leasehold improvements directly resulting from the restrnch.1ring activities. 
During the fiscal years ended March 31, 2021 and 2020, there was no additional impainnent to our long-lived and intangible assets. 

Income Taxes 

We utilize the asset and liability method of accounting for income taxes, under which deferred taxes are determined based on the 
temporary differences between the financial statement and tax basis of assets and liabilities using tax rates expected to be in effect 
during the years in which the basis differences reverse, A valuation allowance is recorded when it is more-likely-than-not that some or 
all of the deferred tax assets will not be realized, which increases our income tax expense in the period such 
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dete1mination is made. As such, we dete1mined it was appropriate to record a fl.ill valuation allowance against our defeITed tax assets. 
We will continuously reassess the appropriateness of maintaining a valuation allowance. 

Income tax positions must meet a more-likely-than-not recognition threshold to be recognized, Income tax positions that 
previously failed to meet the more-likely-than-not threshold are recognized in the first subsequent financial reporting period in which 
that threshold is met. Previously recognized fax positions that no longer meet the more-likely-than-not threshold are derecognized in 
the first subsequent financial reporting period in which that threshold is no longer met. 

Stock-Based Compensation 

We record stock-based compensation in our consolidated statements of operations as an expense, based on the estimated grant date 
fair value of our stock-based awards, whereby such fair values are amortized over the requisite se1vice period. Our stock-based awards 
are currently comprised of common stock options, resh·icted stock units and performance stock units. The fair value of our common 
stock option awards is estimated on the grant date using the Black-Scholes-Merton option-pricing formula. The fair value of our 
performance stock unit awards is estimated on the grant date using a Monte Carlo simulation model. While the use of these models 
meets established requirements, the estimated fair values generated by the models may not be indicative of the actual fair values of our 
awards as it does not consider certain factors important to those awards to employees, such as continued employment and periodic 
vesting requirements, as well as limited h·ansferability. The fair value of our restricted stock units is based on the closing market p1ice 
of our common stock on the grant date. lfthere are any modifications or cancellations of the underlying unvested stock-based awards, 
we may be required to accelerate, increase or cancel any remaining unearned stock-based compensation expense. 

Research and Development Expenditures 

Research and development expenditures are charged to expense in the period incurred. 

Shipping and Handling Costs 

Shipping and handling costs are included as cost of revenues in the period during which the products ship. 

Sales Taxes 

Sales taxes are presented on a net basis ( excluded from revenues) in the consolidated statements of operations. 

Right-of-Use Assets and Lease Liabilities 

We determine if an arrangement contains a lease at inception and determine the classification of the lease, as either operating or 
finance, at commencement. 

Right-of-use assets and lease liabilities are recorded based on the present value of future lease payments which factors in ce1tain 
qualifying initial direct costs incurred as well as any lease incentives received. If an implicit rate is not readily determinable, we utilize 
inputs from third-party lenders to detetmine the appropriate discotmt rate. Lease expense for operating lease payments are recognized 
on a straight-line basis over the lease term. Finance leases incur interest expense using the effective interest method in addition to 
amortization of the leased asset on straight-line basis, both over the applicable lease term. Lease terms may factor in options to extend 
or te1minate the lease. 

We adhere to the short-term lease recognition exemption for all classes of assets (i.e. facilities and equipment). As a result, leases 
with an initial te,m of twelve months or less arc not recorded on the balance sheet and are recognized on a straight-line basis over the 
lease terrn. In addition, for certain equipment leases, we account for lease and non-lease components, such as services, as a single lease 
component as permitted. 

Wananty 

We generally provide a one to three years warranty from the original invoice date on all products, materials and workmanship. 
Products sold to various original equipment manufacturer customers sometimes carry longer warranties. Defective products will be 
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sales at the time revenue for that product is recognized. The accrued warranty reserve is included within accnied liabilities in the 
accompanying consolidated balance sheets. We do not provide any service-type wa1Tanties. 

Repair and Maintenance Costs 

We incur repair and maintenance costs in the normal course of business. Should the repair or maintenance result in a pennanent 
improvement to one of our leased facilities, the cost is capitalized as a leasehold improvement and amortized over its useful life or the 
remainder of the lease period, whichever is shorter. Non-pe1manent repair and maintenance costs are charged to expense as incmred. 

Comprehensive Loss 

The difference between net income (loss) and comprehensive income (loss) was de minimis for Fiscal 2021, Fiscal 2020 and 
Fiscal 2019. 

Recent Accounting Pronouncements 

In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses (Topic 326), Measurement of Credit Losses 
on Financial Instruments. This update requires that certain financial assets be measured at amortized cost net of an allowance for 
estimated credit losses such that the net receivable represents the present value of expected cash collection. In addition, this standard 
update requires that certain financial assets be measured at amortized cost reflecting an allowance for estimated credit losses expected 
to occur over the life of the assets. The estimate of credit losses must be based on all relevant inf01mation including historical 
infonnation, cunent conditions and reasonable and supportable forecasts that affect the collectability of the amounts. In November 
2019, the FASB issued ASU 2019-10, Financial Instruments-Credit Losses (Topic 326), Derivatives and Hedging (Topic 815) and 
Leases (Topic 842): Effective Dates, which defers the effective date of ASU 2016-13 to fiscal years beginning after December 15, 2022 
for all entities except SEC reporting companies that are not smaller reporting companies. As a smaller reporting company, ASU 2016-
13 will now be effective for our fiscal year 2024 beginning April 1, 2023; however, early adoption is permitted. We are currently 
evaluating the timing and impact of adopting ASU 2016-13 on our consolidated financial statements. 

In August 2018, the FASB issued Accounting Standards Update ("ASU") No. 2018-13, Fair Value Measurement (Topic 820): 
Disclosure Framework-Changes to the Disclosure Requirement for Fair Value Measurements ("ASU 2018-13"), which modifies the 
disclosure requirements on fair value measurements. This update is effective for fiscal years, and interim periods within those years, 
beginning after December 15, 2019, and early adoption is pennitted. The Company adopted this update effective April 2020. The 
adoption of this ASU did not have a material impact on the Company's financial statements. 

In August 2018, the FASB issued ASU No. 2018-15, Intangibles-Goodwill and Other-Internal Use Software (subtopic 350-40): 
Customer's Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement That Is a Service Contract ("ASU 
2018-15"), which clarifies the accounting for implementation costs in cloud computing arrangements. This update is effective for fiscal 
years, and interim periods within those years, beginning after December 15, 2019, and early adoption is permitted. The Company 
adopted this update effective April 2020. The adoption of this ASU did not have a material impact on the Company's financial 
statements. 

In December 2019, the FASB issued ASU No. 2019-12, Income Taxes (Topic 740), Simplifying the Accounting for Income Taxes. 
The ASU removes certain exceptions to the general principles in Topic 740 and also clarifies and amends existing guidance to improve 
consistent application. This ASU is effective for fiscal years beginning after December 15, 2020, including interim periods within that 
fiscal year, with early adoption permitted. The Company early adopted this update effective July 2020. The adoption of this ASU did 
not have a material impact on the Company's financial statements. 

2. Supplementary Financial Information 

Inventories 

The following table presents details regarding our inventories: 
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March 31, 2021 

2. Supplementary Financial Information (Continued) 

Materials and supplies 

Work in process 

Finished goods 

Property and Equipment, net 

The following table presents details of our property and equipment, net: 

Equipment 

Leasehold improvements 

Accumulated depreciation 

$ 

$ 

$ 

$ 

M11rch 31, 

2021 2020 

(In thousands) 

2,714 $ 1,380 

435 162 

1,917 1,498 

5,066 $ 3,040 
===== 

March 31, 

2021 2020 

(In thousands) 

6,806 $ 6,222 

3,046 2,911 

(7,929) (7,298) 

1,923 $ 1,835 

Depreciation expense was approximately $0.7 million, $0.8 million and $0.8 million in Fiscal 2021, Fiscal 2020 and Fiscal 2019, 
respectively. Approximately $0.2 million, $0.3 million, and $0.3 million of the depreciation expense was recorded to cost of revenues, 
and approximately $0.5 million, $0.5 million, and $0.5 million was recorded to operating expenses in Fiscal 2021, Fiscal 2020 and 
Fiscal 2019, respectively, in the accompanying consolidated statements of operations. 

Intangible Assets 

The following table presents details regarding our intangible assets: 

March 31, 2021 March 31, 2020 

Gross Net Gross Net 
Carrying Accumulated Book Carrying Accumulated Book 
Amount Amortization Value Amount Amortization Value 

(In thousands) 

Technology $ 4,986 $ (1,594) $ 3,392 $ 1,286 $ (1,286) $ 
Customer contracts / relationships 9,550 (1,547) 8,003 3,750 (688) 3,062 
Trade names and non-compete 

agreements 782 (683) 99 770 (613) 157 
Capitalized software development costs 5,177 (2,374) 2,803 4,423 (1,576) 2,847 

Total $ 20,495 $ (6,198) $ 14,297 $ 10,229 $ (4,163) $ 6,066 

Amortization expense for intangible assets subject to amortization was approximately $2.0 million, $1.3 million and $0.6 million 
for Fiscal 2021, Fiscal 2020 and Fiscal 2019, respectively. Approximately $0.5 million, $0.5 million and $0.4 million of the intangible 
asset amo1tization was recorded to cost of revenues, and approximately $1.5 million, $0.8 million and $0.3 million was recorded to 
am01iization expense for Fiscal 2021, Fiscal 2020 and Fiscal 2019, respectively, in the consolidated statements of operations. The 
weighted average remaining useful lives of the intangible assets as of March 31, 2021 is 5.1 years. 

We have one indefinite useful life intangible asset, with de minimis carrying value, which was included in trade names and non­
complete agreements. Our net customer contracts/relationships have a useful life of 6 years. Our net trade names and non-compete 
agreements have a useful life of3 years. Our net capitalized software development costs of approximately $2.8 million and $2.9 
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million primarily consisted of our Oracle Ente1prise Resource Planning ("ERP") system design and implementation of approximately 
$1. 7 million and $1.9 million as of March 31, 2021 and 2020, respectively, which has a useful life of IO years. 
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March 31, 2021 

2. Supplementary Financial Infonnatlon (Continued) 

As of Marnh 31, 2021, the future estimated amortization expense is as follows: 

Year Endin11 March 31, 
(In thous1111ds) 

2022 

2023 

2024 

2025 

2026 

Thereafter 

TI1e futme estimated amortization expense does not include the indefinite useful life intangible asset described above. 

Goodwill 

3,216 

2,999 

2,779 

2,318 

1,257 

1,716 

$ 14,285 

The following table presents the carrying value of our goodwill by reportable segments for Fiscal 202 l, Fiscal 2020 and Fiscal 
2019: 

Roadway 
Sensors 

Thansportation 
Systems Total 

(In thousnnds) 

Balance-March 31, 2021 
Goodwill $ 8,214 $ 20,346 $ 28,560 
Acquired goodwill (see Note 12) 4,044 3,706 7,750 
Accumulated hnpainnent losses (7,970) (7,970) 

$ 12,258 $ 16,082 $ 28,340 

Balance-March 31, 2020 
Goodwill $ 8,214 $ 14,906 $ 23,120 
Acquired goodwill (Note 12) 5,440 5,440 
Accumulated impairment losses (7,970) (7,970) 

$ 8,214 $ 12,376 $ 20,590 

B alance--March 31, 2019 
Goodwill $ 8,214 $ 14,906 $ 23,120 
Accumulated impaim1ent losses (7,970) (7,970) 

$ 8,214 $ 6,936 $ 15,150 

Wat·ranty Reserve Activity 

The following table presents activity with respect to the warranty reserve: 

Year Ended March 31, 

2021 2020 2019 

(In thousands) 

Balance at beginning of fiscal year $ 416 $ 463 $ 403 
Additions charged to cost of sales 508 649 647 

Wan·anty claims (355) (696) (587) 

Balance at end of fiscal year $ 569 $ 416 $ 463 

,.,., 
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March 31, 2021 

4. Restructuring Activities (Continued) 

employees who did not transition to DTN, additional positions that were eliminated to right-size the cost structure of the Company and 
lease impairment related to our Grand Forks, North Dakota facility. 

The following table presents the restructuring and severance costs for our reportable segments, as well as corporate expenses, for 
the fiscal year ended March 31, 2021 (in thousands): 

Agriculture and 
Roadway Transportation Weather 
SenBors Systems Analytics Corporate Total 

Severance and benefits $ 110 $ 43 $ 524 $ 428 $ 1,105 
Lease impairment and other costs 313 38 351 

Total restructuring and severance costs $ 110 $ 43 $ 837 $ 466 $ 1,456 

During the year ended March 31, 2021, approximately $0.6 million of the restructuring costs were recorded to restructuring 
charges in the accompanying consolidated statements of operations, and approximately $0.8 million of the restructuring costs were 
recorded to loss from discontinued operations in the accompanying consolidated statements of operations. 

As of March 31, 2021, we have accrued approximately $0.1 million for severance and benefits related to the restructudng 
activities in accrued payroll and related expenses in the accompanying consolidated balance sheet. Our restructuring activities during 
the fiscal years ended March 31, 2021 were as follows (in thousands): 

Balance at March 31, 2020 
Charged to expenses 
Cash payments 

Balance at March 31, 2021 

5. Fair Value Measurements 

$ 

$ 

1,105 
(1,005) 

100 

We did not have any material financial assets or liabilities measured at fair value on a recun'ing basis using Level 3 inputs as of 
March 31, 2021 or 2020, except for the contingent consideration of $0.6 million (with $0.2 million due in the next 12 months) related 
to the earn-out as part of the TrafficCast acquisition. Our non-fmancial assets, such as goodwill, intangible assets, property and 
equipment, and acquired assets and liabilities assumed are measured at fair value on a non-recuning basis, generally when there is a 
transaction involving those assets such as a purchase transaction, a business combination or an adjustment for impahment. Our non­
financial assets, such as goodwill, intangible assets, property and equipment, securities held in the deferred compensation plan and the 
liabilities associated with the defe!1'ed compensation plan, and acquired assets and liabilities assumed are measured at fair value on a 
non-recun-ing basis, generally when there is a transaction involving those assets. In Fiscal 2021, Fiscal 2020 and Fiscal 2019, Level 3 
inputs were used to evaluate the fair value of the contingent consideration and goodwill in our two reporting units that had goodwill 
balances. No other non-financial assets were measured at fair value as of March 31, 2021 and March 31, 2020. 

The following tables present the Company's financial assets and liabilities that are recorded at fair value on a recun-ing basis, 
segregated among the appropriate levels within the fair value hierarchy: 
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March 31, 2021 

3. Discontinued Operations (Continued) 

Year Ended March 31, 

2021 2020 

Service revenue $ 695 $ 6,714 $ 
Cost of service revenues 350 2,566 

Gross profit 345 4,148 

Operating expenses: 
Selling, general and administration 780 3,718 
Research and development 407 4,282 
Restructuring charges 837 

Total operating expenses 2,024 8,000 

Operating loss from discontinued operations (1,679) (3,852) 
Other income, net 72 
Loss from discontinued operation before income tax (1,607) (3,852) 
Income tax expense (47) 

Net loss from discontinued operations (1,654) (3,852) 
Gain on disposal of discontinued operations before income tax 11,315 
Income tax expense on gain on disposal (18) 

Gain on disposal of discontinued operations after income tax 11,297 

Net income (loss) from discontinued operations $ 9,643 $ (3,852) $ 

2019 
5,816 
2,472 

3,344 

4,304 
4,063 

8,367 

(5,023) 

(5,023) 

(5,023) 

(5,023) 

The following table provides info1mation on the gain recorded on the sale of the Agriculture and Weather Analytics segment for the 
year ended March 31, 2021. These amounts reflect the closing balance sheet of the Agriculture and Weather Analytics segment upon 
the closing of the sale on May 5, 2020 (in thousands). 

Initial proceeds from sale, net of transaction costs 
Closing working capital adjustment 
DefetTed payments of purchase price 

Total purchase considerations 

Trade accounts receivable, net of allowance for doubtful accounts 
Unbilled accounts receivable 
Other classes of assets that are not major 

Total Agriculture and Weather Analytics segment assets 

Trade accounts payable 
Defe1Ted revenue 
Total Agriculture and Weather Analytics segment liabilities 

Gain on sale of Agriculture and Weather Analytics segment 

The initial proceeds were net of transaction costs of approximately $1.1 million. 

4. Restructuring Activities 

$ 9,440 
250 

1,500 

11,190 

1,060 
488 
194 

1,742 

349 
1,518 

1,867 
$ 11,315 

On April 30, 2020, in connection with the sale of the Agriculture and Weather Analytics segment, the Board of Directors oflteris, 
Inc. approved restructuring activities to better position the Company for increased profitability and growth, and the Company incuned 
total restructuring charges of approximately $1.5 million, primarily resulting from a separation for certain 
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March 31, 2021 

3. Discontinued Operations (Continued) 

one of our operating segments, qualifies as a discontinued operation in accordance with the criteria set forth in ASC 205-20, 
Presentation of Financial Statements - Discontinued Operations. 

On May 5, 2020, the Company also entered into a transition services agreement ("TSA") with DTN, pursuant to which the 
Company agreed to support the information technology and accounting functions of the Agriculture and Weather Analytics segment for 
a period up to 12 months and DTN agreed to provide the contract administration/account management services for certain contracts of 
the Company and other transition services. Either party may make any reasonable request to extend the period of time the other party 
shall provide a transition service beyond the initial service period or access to additional services that.are necessary for the transition of 
the operations and business. The Company earned approximately $0.2 million in income and incurred approximately $0,1 million in 
costs associated with the TSA for the year ended March 31, 2021, which were included in income (loss) from discontinued operations 
on the accompanying consolidated statement of operations. 

The related assets and liabilities of the Agriculhire and Weather Analytics segment were reclassified to assets and liabilities of 
discontinued operations as of March 31, 2021 and March 31, 2020 on the accompanying consolidated balance sheets. The following 
table is a summary of major classes of assets and liabilities of discontinued operations: 

Assets 
Trade accounts receivable, net of allowance for doubtful accounts 
Unbilled accmmts receivable 
Prepaid expenses and other current assets 

Total current assets of discontinued operations 
Property and equipment, net 
Right-of-use assets 
Other classes of assets that are not major 

Total noncurrent assets of discontinued operations 

Total assets of discontinued operations 

Liabilities 
Trade accounts payable 
Accrued liabilities 
Accrued payroll and related expenses 
Deferred revenue 
CutTent Lease Liabilities 

Total current liabilities of discontinued operations 

Noncurrent Lease liabilities 

Total liabilities of discontinued operations 

$ 

$ 

$ 

$ 

March 31, 2021 March 31, 2020 
(In thousands) 

$ 

78 

78 

78 $ 

$ 

94 

94 

261 

355 $ 

863 
504 
109 

1,476 
107 
446 

73 
626 

2,102 

254 
91 

933 
1,550 

2,828 

357 

3,185 
======= 

The results of operations for the Agriculhll"e and Weather Analytics segment were included in net income (loss) from discontinued 
operations on the accompanying consolidated statements of operations. The following table provides information regarding the results 
of discontinued operations: 
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March 31, 2021 

2. Supplementary Financial Information (Continued) 

Earnings Per Share 

The following table sets forth the computation of basic and diluted loss from continuing operations per share: 

Year Ended March 31, 

2021 2020 

([n thousands, except pct· 
share amounts) 

Numerator: 
Net income (loss) from continuing operations $ 491 $ (1,758) $ 
Net income (loss) from discontinued operations, net of tax 9,643 (3,852) 

Net income (loss) $ I 0, 134 $ (5,6 I 0) $ 

Denominator: 
Weighted average common shares used in basic computation 41,176 39,012 
Dilutive stock options 423 

Weighted average common shares used in diluted computation 41,599 39,012 

Basic: 
Net income (loss) per share from continuing operations: $ O.DI $ (0,04) $ 
Net income (loss) per share from discontinued operations: $ 0.23 $ (0.10) $ 

Net income (loss) per basic share $ 0.24 $ (0.14) $ 
Diluted: 

Net income (loss) per share from continuing operations: $ 0.01 $ (0.04) $ 
Net income (loss) per share from discontinued operations: $ 0.23 $ (0.10) $ 

Net income (loss) per diluted share $ 0.24 $ (0. I 4) $ 

2019 

(2,793) 
(5,023) 

(7,816) 

33,266 

33,266 

(0.08) 
(0.15) 

(0.23) 

(0.08) 
(0.15) 

(0.23) 

The following instmments were excluded for purposes of calculating weighted average common share equivalents in the 
computation of diluted loss per share from continuing operations as their effect would have been anti-dilutive for the years ended 
March 31, 2020 and 2019: 

Yenr Ended March 31, 

2021 2020 2019 

([n thousands) 

Stock options 

Restricted stock units 

3,935 6,190 5,056 

126 110 12 

3. Discontinued Operations 

On May 5, 2020, the Company completed the sale of substantially all of our assets used in connection with our Agriculture and 
Weather Analytics segment to DTN, LLC ("DTN"), an operating company of TBG AG, a Swiss-based holding company, pursuant to 
the AWA Purchase Agreement signed on May 2, 2020, in exchange for a total purchase consideration of $12.0 million in cash, subject 
to working capital adjustments. Upon closing on May 5, 2020, the Company received $10.5 million in cash, $1 .45 million has been 
paid by DTN at the 12-month anniversary of the closing date, and $0.05 million will be paid by DTN at the 18-month anniversary of 
the closing date, subject to satisfactions of the conditions set forth in the Purchase Agreement relating to the transition of certain 
customers to DTN and the collection of certain receivables by DTN. The AWA Purchase Agreement also provides for customary post­
closing adjustments to the ptu·chase price related to working capital at closing. The parties also entered into certain ancillary 
agreements at the closing of the transaction that will provide Iteris with ongoing access to weather and pavement data that it integrates 
into its transportation software products, and a joint development agreement under which the parties agreed to pursue future joint 
opportunities in the global transportation market. 

The sale of the Agdculture and Weather Analytics segment was a result of the Company's shift in strategy to focus on its smart 
mobility infrastructure management solutions and to capitalize on the potential for a future pa1inersbip upon the sale of this business 
component to DTN. We have detennined that the Agriculture and Weather Analytics segment, which constituted 
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March 31, 2021 

5. Fair Value Measurements (Continued) 

As of March 31, 2021 

Gross Gross 
Amortized Uureallzed Unrealized 

Cost Loss Gain 

Assets: (lu thousands) 

Level 1: 

Money market funds $ 4,676 $ $ 

Securities held in deferred compensation plan (1) 89 
Subtotal 4,765 

Level 2: 

Commercial paper 4,999 

Corporate notes and bonds 1,085 

US treasuries 4,600 

Subtotal 10,684 
Total $ 15,449 $ $ 

Liabilities: 
Level I: 
Defeired compensation plan liabilities (2) $ 100 $ $ 
Level 3: 
Contingent consideration (3) 600 

Total $ 700 $ $ 

As of March 31, 2020 

Gross Gross 
Amortized Unrealized Unrealized 

Cost Loss Gain 

(In thousands) 

Level 1: 

Money market funds $ 10,576 $ (1) $ 
Subtotal 10,576 (1) 

Level 2: 

Commercial paper 1,495 (I) 
Corporate notes and bonds 6,044 (22) 
US treasuries 3,013 
US government agencies 1,007 

Subtotal 11,559 (23) 

Total $ 22,135 $ (24) $ 

(1) Included in prepaid expenses and other current assets 011 the Company's consolidated balance sheet. 

(2) Included in accmed payroll and relcttecl expenses 011 the Company s consolidated balance sheet. 

(3) Included in other long-term liabilities on the Company s consolidated balance sheet. 

Estimated 
Fair Value 

$ 4,676 

11 100 

11 4,776 

4,999 

1,085 

4,600 

10,684 

11 $ 15,460 

11 $ 111 

600 

11 $ 711 

Estimated 
Fair Value 

$ 10,575 

10,575 

1,494 
6,022 

20 3,033 
1,007 

20 11,556 

20 $ 22,131 

Unrealized losses related to these investments are due to interest rate fluctuations as opposed to credit quality. In addition, we do 
not intend to sell, and it is not more likely than not that we would be required to sell, these investments before recovery of their cost 
basis. As a result, there is no other-than-temporary impairment for these investments as of March 31, 2021. 
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March 31, 2021 

The components of current and deferred federal and state income tax (benefit) provision are as follows: 

Iucome (loss) from continuing operations before income taxes 
Ci.ment income tax provision: 

Federal 
State 

Total ciment tax provision 
DefeITed income tax benefit: 

Federal 
State 

Total deferred benefit provision 
Provision for income taxes on continued operations 

Income (loss) from continuing operations, net of taxes 

2021 

$ 

$ 

YE in· Ended March 31, 

2020 
(In thousands) 

606 $ (1,598) $ 

67 34 
67 34 

21 I 05 
27 21 
4B 126 

ll5 160 
491 $ (1,758) $ 

The reconciliation of our income tax (benefit) provision to taxes co~puted at U.S. federal statutory rates is as follows: 

Provision (benefit) for income taxes at statutory rates 
State income taxes net of federal benefit 
Tax credits 
Compensation charges 
Change in valuation allowance 
Other 

Provision for income taxes 

58 

https://www.sec,gov I Archlves/edgar/dala/350868/0000350868 21000015/lti-20210331.htm 

$ 

$ 

Yenr Ended March 31, 

2021 2020 

(In thousands) 

90 $ (1,095) $ 
(177) (198) 
(663) (658) 
313 151 
523 1,913 

29 47 

115 $ 160 $ 

2019 

(2,757) 

36 

36 

36 
(2,793) 

2019 

(1,634) 
(620) 
(343) 
199 

2,385 
49 
36 
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6. Income Taxes (Continued) 

The components of deferred tax assets and liabilities are as follows; 

Defem:d tax assets: 
Net operating losses 
Capitalized R&D 
Credit cany forwards 
Deferred compensation and payroll 
Bad debt allowance and other reserves 
Operating leases 
Property and equipment 
Other, net 

Total deferred tax assets 
Valuation allowance 

Total deferred tax assets, net of valuation allowance 
Deferred tax liabilities: 

Acquired intangibles 
Goodwill 

Total deferred tax liabilities 

Net deferred tax liabilities 

$ 

$ 

Year Ended March 31, 

2021 2020 

(In thousnnds} 

2,186 $ 4,284 
2,282 3,520 
4,088 3,510 
2,475 2,304 

930 656 
219 

354 60 
765 556 

13,080 15,109 
(12,349) (14,163) 

731 946 

(297) (596) 
(672) (540) 

(969) (1,136) 

(238) $ (190) 

At March 31, 2021, we had $3.2 million in federal research credits that begin to expire in 2031 and $1.2 million in state tax credits 
that begin to expire in 2023. We had $7. 7 million of federal net operating loss canyforwards at March 31, 2021 that do not expire as a 
result of recent tax law changes. We also had $5.9 million of state net operating loss canyforwards at March 31, 2021 that begin to 
expire in 2031. 

In assessing the realizability of our deferred tax assets, we review all available positive and negative evidence, including reversal 
of deferred tax liabilities, potential carrybacks, projected future taxable income, tax planning strategies and recent financial 
performance. As the Company has sustained a cumulative pre-tax loss over the trailing three years, we considered it appropriate to 
maintain valuation allowances of $12.3 million and $14.2 million against our deferred tax assets at March 31, 2021 and 2020, 
respectively. We intend to continue maintaining a full valuation allowance on our deferred tax assets until there is sufficient evidence to 
support the reversal of all or some portion of these allowances. However, given our current earnings and anticipated future earnings, we 
believe that there is a reasonable possibility that within the next 12 months, sufficient positive evidence may become available to allow 
us to reach a conclusion that a significant p011ion of the valuation allowance will no longer be needed. Release of the valuation 
allowance would result in the recognition of certain deferred tax assets and a decrease to income tax expense for the period the release 
is recorded. However, the exact timing and amount of the valuation allowance release are subject to change on the basis of the level of 
profitability that we are able to actually achieve. 

On March 27, 2020, the CARES Act was enacted in response to the Pandemic. The CARES Act contains numerous income tax 
provisions, such as relaxing limitations on the deductibility of interest and the use of net operating losses arising in taxable years 
beginning after December 31, 2017. The income tax provisions of the CARES Act had an immaterial impact on our current taxes, 
deferred taxes, and uncertain tax positions ofthe Company in the year ended March 31, 2020. The CARES Act also allows for the 
deferral of payroll taxes, as well as the immediate refund of federal Alternative Minimum Tax credits, which had previously been made 
refundable over a period of four years by the Tax Cuts and Jobs Act of 2017. 

The Company is currently evaluating the impact of final IRS regulations under Internal Revenue Code section 263A relating to 
inventory capitalization for tax purposes. The Compauy does not expect there to be a material impact to the financial statements. 

Unrecognized Tax Benefits 
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March 31, 2021 

As of March 31, 2021 and 2020, om· gross unrecognized tax benefits were approximately $1.l million and $1.0 million, 
respectively, of which approximately $1.0 million and $0.9 million, respectively, are netted against certain noncurrent deferred tax 
assets. The amounts that would affect our effective tax rate ifrecognized are approximately $1.0 million and $0.8 million, respectively. 

A reconciliation of the beginning and ending balances of the total amounts of gross umccognized tax benefits is as follows: 

Gross unrecognized tax benefits at beginning of year 
Increases for tax positions taken in prior years 
Decreases for tax positions taken in prior years 
Increases for tax positions taken in the current year 
Lapse in statute oflimitations 

Gross unrecognized tax benefits at March 31 

$ 

$ 

Year Ended March 31, 

2021 2020 2019 
(In thousands) 

952 $ 687 $ 
35 101 

0 
104 180 
(12) (16) 

1,079 $ 952 $ 

We do not anticipate a significant change in gross unrecognized tax benefits within the next twelve months. We are subject to 
taxation in the U.S. and various state tax jurisdictions. We are subject to U.S. federal tax examination for fiscal tax years ended 

586 
2 

116 
(] 7) 

687 

March 31, 2018 orlater, and state and local income tax examination for fiscal tax years ended March 31, 20 I 7 or later. However, if net 
operating loss carryforwards that originated in earlier tax years are utilized in the future, the amount of such NO Ls from such earlier 
years remain subject to review by tax authorities. 

7. Commitments and Contingencies 

Litigation and Other Contingencies 

As a provider of traffic engineering services, hardware products, software and other various solutions for the traffic and 
agricultural industries, the Company is, and may in the future from time to time, be involved in litigation relating to claims arising out 
of its operations in the normal course of business. While the Company cannot accurately predict the outcome of any such litigation, the 
Company is not a party to any legal proceeding, the outcome of which, in management's opinion, individually or in the aggregate, 
would have a material effect on the Company's consolidated results of operations, financial position or cash flows. 

8. Right-of-Use Assets and Lease Linbilities 

On April 1, 2019, the Company adopted ASU 2016-02, Leases and recognized (a) an operating lease liability of$14.2 million, 
which represents the present value of our remaining lease payments and (b) a related right-of-use asset of $13 .4 million. In addition, 
the Company derecognized approximately $0.8 million of deferred rent liability. The adoption of ASU 2016-02 did not have a material 
impact on the Company's statement of operations, cash flows, or stockholders' equity. Due to the adoption of the standard using the 
modified retrospective cumulative-effect adjustment method, there were no changes to our previously reported results prior to Apiil 1, 
2019. 

We have various operating leuses for olll' offices, office equipment and vehicles in the United States. These leases expire at various 
times through 2029. Certain lease agreements contain renewal options from 1 to 5 years, rent abatement, and escalation clauses that are 
factored into our determination of lease payments when appropriate. 
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March 31, 2021 

8. Right-of-Use Assets and Lease Linbilitics(Continued) 

The table below presents lease-related assets and liabilities recorded on the consolidated balance sheet as follows: 

Assets 
Operating lease right-of-use-assets - continuing operations 

Operating lease right-of-use-assets - discontinued operations 

Total operating lease right-of-use-assets 

Liabilities 
Operating lease liabilities (short-tenn) - continuing operations 

Operating lease liabilities (short-term) - discontinued operations 

Total operating lease liabilities (short-term) 
Operating lease liabilities (long-te1m) - continuing operations 

Operating lease liabilities (long-te1m) - discontinued operations 

Total operating lease liabilities (long-term) 

Total operating lease liabilities 

Lease Costs 

Classification 

Rightsof-use assets 
Noncurrent assets of discontinued 
operations 

Accrned liabilities 
CtuTent liabilities of discontinued 
operations 

Lease liabilities 
Noncurrent liabilities of discontinued 
operations 

Mnrch 31, 2021 

(In thousands) 

$ 

$ 

$ 

$ 

11,353 

78 

11,431 

2,089 

94 
2,183 

10,146 

261 

10,407 

12,590 

For Fiscal 2021, Fiscal 2020 and Fiscal 2019, lease costs totaled approximately $2.7 million, $2.6 million and $1.9 million, 
respectively. The Company currently has no variable lease costs. 

Supplemental Information 

The table below presents supplemental infonnation related to operating leases during the fiscal year ended March 31, 2021 (in 
thousands, except weighted average information): 

Cash paid for amounts included in the measurement of operating lease liabilities 
Right-of~use assets obtained in exchange for new operating lease liabilities 
Weighted average remaining lease term 
Weighted average discount rate 

Undiscounted Cash Flows 

$ 
$ 

2,847 
689 

6 
5.0% 

The table below reconciles the undiscounted cash flows for each of the first five years and total of the remaining years to the operating 
lease liabilities recorded on the consolidated balance sheet as of March 31, 2021: 
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March 31, 2021 

8. Right-of-Use Assets and Lease Liabilities(Continued) 

Fiscal Ycnr Ending March 31, Operating Leases 
(In thousands) 

2022 $ 2,750 
2023 2,513 
2024 2,348 
2025 2,076 
2026 1,865 
Thereafter 3,031 

Sublease Income 

$ 9 

Total lease payments 14,583 $ 9 
Less imputed interest (1,993) 

Present value of future lease payments 12,590 
Less current obligations under leases (2,183) 

Long-te1m lease obligations $ 10,407 

9. Stockholders' Equity 

Preferred Stock 

Net Operating 
Leases 

$ 2,741 
2,513 
2,348 
2,076 
1,865 
3,031 

$ 14,574 

Our certificate of incorporation provides for the issuance of up to 2,000,000 shares of preferred stock. Our Board of Directors is 
authorized to issue from time to time such authorized but unissued shares of preferred stock in one or more series and to fix or alter the 
designations, preferences, rights and any qualifications, limitations or restrictions of the shares of each such series, including the 
dividend, conversion, voting, redemption and liquidation rights. As of March 31, 2021 and 2020, there were no outstanding shares of 
prefe1red stock, and we do not currently have plans to issue any shares of preferred stock 

In August 2009, our Board of Directors adopted a stockholder rights plan, which calls for preferred stock purchase rights ( each, a 
"Right") to be distributed, as a dividend, at the rate of one Right for each share of common stock held as of September 3, 2009. Each 
Right will entitle holders of common stock to buy one one-thousandth of one share of Series A Junior Participating Preferred Stock of 
Iteris. A further description and terms of the Rights are set forth in the Rights Agreement dated August 20, 2009 ( as amended in 
August 2012) by and between Iteris and Computershare Trnst Company, N.A. ("Computcrshare."), as rights agent, In connection with 
the sto.ckholder rights plan, our Board of Directors approved the adoption of a Ce1tificate of Designations, which created the Series A 
Junior Participating Preferred Stock, and likewise authorized the filing ofa Certification of Elimination to eliminate the two series of 
junior participating preferred stock, which were originally created in April 1998 in connection With our previous stockholder rights 
plan which expired in 2008. Effective on September 28, 2018, an amendment was entered into by and between Iteris and 
Computershare to accelerate the expiration of the Rights from August 20, 2019 to September 28, 2018, wherein all of the Rights 
distributed to the holders of the Company's common stock pursuant to the Rights Agreement expired. 

Common Stock Reserved for Future Issuance 

The following summarizes common stock reserved for fitture issuance at March 31, 2021: 

Stock options outstanding 
Restricted stock units outstanding 
Performance stock units outstanding 
Authorized for future issuance under stock incentive plans 

10. Employee Benefit Plans 

Stock Incentive Plans 

https:llwww.sec.gov/ Archives/edgar/data/350868/000035086821000015/iti-20210331.htm 

Number of Shnres 

(In thousands) 

5,623 
448 

61 
595 

6,727 

1081143 
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March 31, 2021 

10. Employee Benefit Plans (Continued) 

In September 2007, our stockholders approved the 2007 Omnibus Incentive Plan (the 112007 Plan"), which provides that options to 
purchase shares of our unissued common stock may be granted to our employees, officers, consultants and directors at exercise prices 
which are equal to or greater than the market value of our common stock on the date of grant. The 2007 Plan also allows for the 
issuance of stock appreciation rights, restricted stock, restricted stock units ("RSUs") and other stock-based awards based on the value 
of our common stock. New shares are issued to satisfy stock option exercises and share issuances under the 2007 Plan. In September 
2009, our stockholders approved an amendment to increase the number of shares of our common stock authorized and rese1ved for 
issuance under the 2007 Plan by 800,000 shares to a total of 1,650,000 shares. In September 2012, our stockholders approved an 
amendment to increase the number of shares of our common stock authorized and reserved for issuance under the 2007 Plan by 
800,000 shares to a total of2,450,000 shares. In October 2014, our stockholders approved an amendment of the 2007 Plan to increase 
the number of shares of common stock authorized for issuance under the 2007 Plan by an additional 1,500,000 shares to a total of 
3,950,000 shares. In September 2015, our stockholders approved an amendment of the 2007 Plan to increase the number of shares of 
common stock authorized for issuance under the 2007 Plan by an additional l,000,000 shares to a total of 4,950,000 shares. In 
December 2016, our stockholders approved the 2016 Omnibus Incentive Plan (the "2016 Plan") which allows for the issuance of stock 
options, stock appreciation rights, restricted stock, RSUs, cash incentive awards and other stock-based awards to our employees, 
officers, consultants and directors at exercise prices which are equal to or greater than the market value of our common stock on the 
date of grant. Options expire no more than ten years after the date of grant and generally vest at the rate of 25% on each of the first four 
anniversaries of the grant date. Stock appreciation rights, restricted stock, RSUs and other stock-based awards are based on the value of 
our common stock. New shares are issued to satisfy stock option exercises and share issuances under the 2016 Plan. 

We currently maintain two stock incentive plans, the 2007 Omnibus Incentive Plan (the "2007 Plan") and the 2016 Omnibus 
Incentive Plan (the "20 I 6 Plan"). Of these plans, we may only grant fuh1re awards from the 2016 Plan. The 2016 Plan allows for the 
issuance of stock options, stock appreciation rights, restricted stock, restricted stock units ("RS Us II), cash incentive awards and other 
stock-based awards. At March 31, 2021, there were approximately 0.6 million shares of common stock available for grant or issuance 
under the 2016 Plan. Total stock options vested and expected to vest were approximately 5.6 million as of March 31, 2021. 

Stock Options 

A summary of activity in the Omnibus Incentive Plans with respect to our stock options for Fiscal 2021 is as follows: 

Options outstanding at March 31, 2020 
Granted 
Exercised 
Forfeited 
Expired 

Options outstanding at March 31, 2021 

As of March 31, 2021, 3,444 stock options were exercisable. 

Restricted Stock Units 

Options 
(In thousands) 

5,934 $ 
831 

(743) 
(378) 
(21) 

5,623 

Weighted 
Avera_ge 
Exercise 
Prke Per 

Share 

3.99 
4.90 
1.69 
4.84 
2.32 

1.99 

Welghted 
Avera~e 

Remalnmg 
Contractual 

Life 
(Years) 

7.2 

6.8 

Aggregate 
Intrinsic 

Value 
{In thousands) 

2,095 

11,659 

RSU awards are stock-based awards that entitle the holder to receive one share of our common stock for each RSU upon vesting. 
RSUs granted under the 2007 Plan vest at the rate of 25% on each of the first four anniversaries of the grant date provided that the 
holder remains in service (as defined by the 2007 Plan) as of the vesting date. RSUs granted under the 2016 Plan vest at varying terms 
between one and four anniversaries of the grant date provided that the holder remains in service (as defined by the 2016 Plan) as of the 
vesting date. The fair value per RSU is determined based on the closing market price of our common stock on the grant date. 
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March 31, 2021 

IO. Employee Benefit Plans (Continued) 

A summary of activity with respect to our RSUs for Fiscal 2021 is as follows: 

RSU s outstanding at March 31, 2020 
Granted 
Vested 
Forfeited 

RSUs outstanding at March 3 I, 2021 

Stock-Based Compensation 

# of Shares 
(In thousands) 

404 
239 

(189) 
(6) 

448 

Weighted 
Average 
Price Per 

Shure 

$ 5.16 
3.13 
5.13 
5.52 

4.08 

Weighted 
Average 

Remaining 
Life 

(Years) 

2.0 

7.8 

Aggreg11te 
Intrinsic 

Value 

(In thousands) 

1,295 

2,764 

The following table presents stock-based compensation expense that is included in each functional line item in our consolidated 
statements of operations: 

Cost of revenues 
Selling, general and administrative expense 
Research and development expense 
Restructuring activities 
Loss from discontinued operations 
Total stock-based compensation 

$ 

$ 

Year Ended March 31, 

2021 2020 

(In thousands) 

209 $ 143 $ 
2,517 2,271 

134 81 
42 

(57) 290 
2,845 $ 2,785 $ 

2019 

122 
1,680 

59 

295 

2,156 

At March 31, 2021, there was approximately $4.7 million, $1.6 million and $0 of unrecognized compensation expense related to 
unvested stock options, RSUs, and PSUs respectively. This expense is currently expected to be recognized over a weighted average 
period of approximately 2.8 years for stock options, 1.6 years for RSUs. Ifthere are any modifications or cancellations of the 
underlying unvested awards, we may be required to accelerate, increase or cancel any remaining unearned stock-based compensation 
expense. Future stock based compensation expense and unearned stock-based compensation will increase to the extent that we grant 
additional stock options, RSUs or other stock-based awards. 

The grant date fair value of stock options granted was estimated using the following weighted-average assumptions: 

Year Ended March 31, 
2021 2020 2019 

Expected life-years 6.7 6.8 5.9 
Risk-free interest rate 1.0% 2.2 % 2.7% 
Expected volatility of common stock 47% 47% 43 % 
Dividend yield 0% 0% 0% 

Expected Life: The Company's expected life represents the weighted-average period that the Company's stock options are expected 
to be outstanding. The expected life is based on expected time to post-vesting exercise of options by employees. The Company uses 
historical exercise patterns of previously granted options to derive employee behavioral patterns used to forecast expected exercise 
pattems. 

Risk-Free Interest Rate: The risk-free interest rate is based on the U.S. Treasury zero coupon yield curve in effect at the time of 
grant for the expected tenn of the option. 

Expected Volatifity: The Company uses historical volatility as it provides a reasonable estimate of the expected volatility. 
Historical volatility is based on the most recent volatility of the stock price over a period of time eqi1ivalent to the expected term of the 
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March 31, 2021 

10. Employee Benefit Plans (Continued) 

A sui:nmmy of certain fair value and intrinsic value information pe1taining to our stock options is as follows: 

Weighted average grant date fair value per share of options granted 
Intrinsic value of options exercised 

Employee Incentive Programs 

$ 
$ 

2021 

2.38 
1,494 

Year Ended March 31, 
2020 

(In thousands, except 
per share amounts) 

$ 2.52 $ 
$ 378 $ 

2019 

1.89 
114 

Under the te1ms of a Profit Sharing Plan, we may contribute to a bust fund such amounts as determined annually by the Board of 
Directors. No contributions were made during the fiscal years ended March 31, 2021, 2020 and 2019. 

We sponsor a defined contribution 40l(k) plan (the "401 (k) Plan"), adopted in 1990, tmder which eligible employees voluntarily 
contribute to the plan, up to IRS maximums, through payroll deductions. We match up to 50% of contributions, up to a stated limit, 
with all matching contributions being fully vested after one month of service. Our matching contributions under the 401 (k) Plan were 
approximately $1.4 million, $1.3 million and $1.2 million for Fiscal 2021, Fiscal 2020 and Fiscal 2019, respectively. 

Other Stock-Based Compensation Plans 

Beginning January 1, 2018, the Company adopted au ESPP which allows employees to withhold a percentage of their base 
compensation to purchase the Company's common stock at 95% of the lower of the fair market at the beginning of the offering period 
and on the last trading day of the offering period. There are two offering periods during a calendar year, which consist of the six 
months beginning each January 1 and July 1. Employees may contribute 1-15% of their eligible gross pay up to a $0.03 million annual 
stock value limit. During Fiscal 2021, Fiscal 2020, and Fiscal 2019, 97,000, 91,000 and 92,000 shares, respectively, were purchased. 
The ESPP is considered a non-compensatory plan and accordingly no compensation expense is recorded in connection with this 
benefit. 

As of March 31, 2021, approximately $0.3 million of cash was restricted for the purchase of shares under the ESPP and is recorded 
as restricted cash in the accompanying consolidated balance sheets. 

Deferred Compensation Plan 

Effective October 1, 2020, the Company adopted the Iteris, Inc. Non Qualified Deferred Compensation Plan (the "DC Plan"). The 
DC Plan consists of two plans, one that is intended to be an tmfunded arrangement for eligible key employees who are pa.it of a select 
group of management or highly compensated employees of the Company within the meaning of Sections 201 (2), 301 (a)(3) and 40 l(a) 
(1) ofERISA, and one for the benefit of non-employee members of our Board of Directors. Key employees, including our executive 
officers, and our non-employee directors who are notified regarding their eligibility to participate and delivered the DC Plan enrollment 
materials are eligible to participate in the DC Plan. Under the DC Plan, we will provide participants with the opportunity to make 
annual elections to defer a percentage of their eligible cash compensation and equity awards. A participant is always 100% vested in 
his or her own elective cash deferrals and any earnings thereon. Elective deferrals of equity awards are credited to a bookkeeping 
account established in the name of the participant with respect to an equivalent number of shares of our cominon stock, and such 
credited shares are subject to the same vesting conditions as are applicable to the equity award subject to the election. The Company 
established a rabbi trust to finance our obligations under the DC Plan with corporate-owned life insurance policies on paiticipants, and 
the assets held within this trust are subject to the claims of the Company's-creditors. 

As of March 31, 2021, the amount invested under the DC Plan totaled $0.09 million and are classified as trading securities, which 
are recorded at fair market value with changes recorded as adjustments to other income. This amount is included in prepaid expenses 
and other current assets on the consolidated balance sheets. 

As of March 31, 2021, the vested amounts under the DC Plan totaled $0.1 million and are included in accrued payroll mid related 
expenses on the consolidated balance sheets. Changes in the deferred compensation plan liabilities are recorded as an adjustment to 
compensation expense. 
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10. Employee Benefit Plans (Continued) 

As of March 31, 2021, no equity awards were deferred and held in the rabbi trnst. The shares deferred and held in the rabbi trust 
will be classified as treasury stock, and the liability to participating employees will be classified as deferred compensation obligations 
in the stockholders' equity section of the consolidated balance sheets. The number of shares needed to settle the liability for defe1Ted 
compensation obligations will be included in the denominator in both the basic and diluted earnings per share calculations. 

The cash surrender value of the corporate-owned insurance policies totaled $0.07 million and is included in prepaid expenses and 
other current assets on the consolidated balance sheets. 

Employment Inducement Incentive Plan 

On December 4, 2020, the Board of Directors approved the Iteris, Inc. 2020 Employment Inducement Incentive Award Plan (the 
"Inducement Plan") in conjunction with the TrafficCast acquisition. The terms of the Inducement Plan are substantially similar to the 
te1ms of the Company's 2016 Omnibus Incentive Plan with the exception that incentive stock options may not be granted under the 
Inducement Plan. The Inducement Plan was adopted by the Board of Directors without stockholder approval pursuant to Rule 5635(c) 
(4) of the Nasdaq Listing Rules. 

The Board of Directors has initially reserved 300,000 shares of the Company's common stock for issuance pursuant to awards 
granted under the Inducement Plan. In accordance with Ruic 5635(c)(4) of the Nasdaq Listing Rules, awards under the Inducement 
Plan may only be made to an employee who has not previously been an employee or member of the Board of Directors of the 
Company or any parent or subsidiary, or following a bona fide period of non-employment by the Company or a parent or subsidiary, 
and only ifhe or she is granted such award in connection with his or her commencement of employment with the Company or a 
subsidiary and such grant is an inducement material to his or her entering into employment with the Company or such subsidiary. 

During the fiscal year ended March 31, 2021, the Company granted 95,000 stock options and 84,914 restricted stock units to TCI 
employees under the Inducement Plan. 

11. Stock Repurchase Program 

In August 2011, our Board of Directors approved a stock repurchase program pursuant to which we were authorized to acquire up 
to $3.0 million ofour outstanding comn1on stock from time to time through August 2012. We repurchased approximately 964,000 
shares under this original program for a total purchase price of$1.3 million. On August 9, 2012, our Board of Directors cancelled the 
initial stock repurchase program and the approximate $1.7 million of remaining funds, and approved a new stock repurchase program 
pursuant to which we may acquire up to $3.0 million of our outstanding common stock for an unspecified length of time. Under the 
new program, we may repurchase shares from time to time in open market and privately negotiated transactions and block trades, and 
may also repurchase shares pursuant to a 10b5-l trading plan during our closed trading windows. There is no guarantee as to the exact 
number of shares that will be repurchased. We may modify or terminate the repurchase program at any time without prior notice. On 
November 6, 2014, our Board of Directors approved a $3.0 million increase to the Company's existing stock repurchase program, 
pursuant to which the Company may continue to acquire shares of its outstanding common stock from time to time for an unspecified 
length of time. 

For our fiscal years ended March 31, 2021, 2020, and 2019 we did not repurchase any shares. From inception of the program in 
August 2011 through March 31, 2021, we repurchased approximately 3,422,000 shares of our common stock for an aggregate price of 
approximately $5.6 million, at an average price per share of $1.63. As of March 31, 2021, all repurchased shares have been retired and 
returned to their status as authorized and unissued shares ofour common stock. As of March 31, 2021, approximately 1.7 million 
remains available for the repurchase of our common stock under our current program. 

12. Acquisitions 

TrafficCast Acquisition 

On December 7, 2020, the Company completed the acquisition of the assets ofTrafficCast, a privately held company 
headquartered in Madison, Wisconsin that provides travel information technology, applications and content to media, mobile 
technology, automotive and public sector customers throughout North America. Under the TrafficCast Purchase Agreement, Iteris 
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purchased from TrafficCast substantially all of the assets used in the conduct of the TrafficCast Business and assumed certain specified 
liabilities of the TrafficCast Business. 
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The aggregate acquisition-date fair value of the consideration transferred totaled approximately $17. 7 million, which consisted of 
the following: 

Cash 
Sec1u·ity hold back 
Acquisition-related liabilities 
Contingent consideration 

Total 

Fair Value 
(in thousands) 

$ 15,000 
1,000 
1,131 

600 

$ 17,731 

The security hold back relates to amounts held back as security for certain post-closing adjustments and post-closing indemnity 
obligations of TrafficCast, and is included in other long-te1m liabilities on the consolidated balance sheets. Acquisition-related 
liabilities include customary post-closing adjustments, as well as short term liabilities related to certain ancillary agreements that will 
provide Iteris with ongoing access to mapping and monitoring services. These items are included in accrued liabilities on the 
consolidated balance sheets. Contingent consideration relates to a $1.0 million earn out, that if earned, will be paid over two years 
based on the TrafficCast Business' achievement of certain revenue targets. This item is included in other long-term liabilities on the 
consolidated balance sheets. 

TrafficCast operates two lines of business -commercial and public sector each of which contributes about 50% of total revenue. 
Its commercial line of business develops software that collects, filters, and models real-time traveler information and traffic incident 
data for global media companies and other commercial customers. Its public sector line of business provides sensors and related 
software that help state and local agencies measure, visualize, and manage tmffic flow. The management team has deep experience in 
traffic management systems, traffic flow theory and probe data technologies, as well as mobile services, digital content and media 
marketing. The commercial line of business is presented in the results of the Transportation Systems segment, while the public sector 
line of business is presented in the results of the Roadway Sensors segment. Since the date of acquisition, TrafficCast contributed 
approximately $2. 7 million of service revenue and approximately $1 .4 million of product revenue, as well as approximately $1.0 
million of net loss. 

The acquisition of Traffic Cast has been accounted for as a business combination. We estimated the fair values of net assets 
acquired, and the excess of the consideration transferred over the aggregate of such fair values was recorded as goodwill. 

The following tables summarize the preliminary purchase price allocation (in thousands) as of December 7, 2020: 

Trade accounts receivable 
Unbilled accounts receivable 
Inventories 
Right-of-use assets 
Property and equipment 
Intangible assets 
Goodwill 
Other assets 

Total assets acquired 
Accounts payable 
Deferred revenue 
Lease liabilities 
Other liabilities 

Total liabilities assumed 

Total purchase price 
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$ 

$ 

2,087 
596 
941 
193 
233 

9,500 
7,750 

242 

21,542 
1,026 
2,460 

193 
132 

3,811 

17,731 
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The fair values of the Traffic Cast Business and liabilities, other than goodwill and intangible assets, noted above approximate their 
carrying values at December 7, 2020. There was no difference between the fair value of trade accounts receivables and the gross 
contractual value of those receivables. There are no contractual cash flows related to these receivables that are not expected to be 
collected. The Company believes the goodwill related to the acquisition was a result of the ability of the Company to leverage its 
technology in the broader market, as well as offering cross-selling market exposure opportunities. Goodwill from the acquisition of 
TrafficCast is included within the Company's Roadway Sensors and Transportation Systems reporting units and was included in the 
annual review for irnpahment. The goodwill is fully deductible for tax purposes. The significant intangible assets identified in the 
purchase price allocation include customer relationship and developed technology, which are amortized over their respective useful 
lives on a straight line basis which approxhnates the underlying cash flows. To value the customer relationships, the Company utilized 
the income approach, specifically a discounted cash-flow method known as the excess earnings method. The Company used the 
replacement cost method with consideration of opp01tunity costs to estimate the fair value of the technology. The fair value estimates 
are based on a complex series of judgments about future events and uncertainties and rely heavily on estimates and assumptions. We 
believe the assumptions are representative of those a market participant would use in estimating fair value. 

The following table presents the fair values and useful lives of the identifiable intangible assets acquired: 

Customer relationships 
Technology 

Total intangible assets assumed 

AG! Acquisition 

$ 

$ 

Amount 
(in thousands) 

5,800 
3,700 

9,500 

Weighted Avernge 
Useful Life 
(In years) 

7 
4 

On July 2, 2019, the Company completed the acquisition of AGI, a privately-held professional transportation engineering services 
firm headquartered in Tampa, Florida, with offices in Orlando (FL), Virginia Beach (VA) and Chadds Ford (PA). AGI assists 
municipalities in maximizing the effectiveness of their existing transp01tation networks through a collection of traffic management 
services to cost effectively improve the performance of roadway systems and address increased traffic demands, traffic congestion and 
delay. With a foundation of arterial timing plan development, AGI has expanded its services into active arterial monitoring and 
management with multiple public sector clients. AGI is expected to expand the Company's geographic footprint for ITS services in 
Florida, as well as in the Midwest and Mid-Atlantic region. AGl's typical contracts are for traffic operations professional engineering 
services focused on transportation systems management and operations. 

Pursuant to a Stock Purchase Agreement dated June 10, 2019 among the Company, AGI and the stockholders of AGl (the "Selling 
Shareholders"), the Company acquired all of the outstanding capital stock of AGI from the Selling Shareholders for an aggregate 
purchase price of $10.8 million, after working capital adjustments, payable in cash and stock, of which 114,943 shares were held in 
escrow for 18 months to secure perf01mance of indemnification and other post-closing obligations of the Selling Shareholders. 

The acquisition of AGI has been accounted for as a business combination. We estimated the fair values of net assets acquired, and 
the excess of the consideration transferred over the aggregate of such fair values was recorded as goodwill. 
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Notes to Consolidated Financial Statements (Continued} 

March 31, 2021 

The following tables summarize the purchase price allocation (in thousands) as of July 2, 2019: 

Cash 

Trade accounts receivable 

Unbilled accounts receivable 

Right-of-use assets 

Prope1ty and equipment 

Intangible assets 

Goodwill 

Other assets 

Total assets acquired 

Accounts payable 

Accmed payroll and related expenses 

Lease liabilities 

Total liabilities assumed 

Total purchase price 

$ 

$ 

664 

905 

347 

863 

357 

3,710 

5,440 

161 

12,447 

(378) 

(426) 

(863) 

(1,667) 

10,780 

The fair values of the remaining AGI assets and liabilities noted above approximate their carrying values at July 2, 2019. There 
was no difference between the fair value of trade accounts receivables and the gross contractual value of those receivables. There are 
no contractual cash flows related to these receivables that are not expected to be collected. The Company believes the goodwill related 
to the acquisition was a result of the ability of the Company to leverage its technology in the broader market, as well as offering cross­
selling market exposure opportunities. Goodwill from the acquisition of AGI is included within the Company's Transportation Systems 
reporting unit. The goodwill is fully deductible for tax purposes. The significant intangible assets identified in the purchase price 
allocation include customer relationships and non-compete agreements, which are amortized over their respective useful lives on a 
straight line basis which approximates the underlying cash flows. To value the customer relationships, the Company utilized the 
income approach, specifically a discounted cash-flow method known as the excess earnings method. The Company utilized the with 
and without method to derive the fair value of the non-compete agreement. The fair value estimates are based on a complex series of 
judgments about future events and uncertainties and rely heavily on estimates and assumptions. Varying discount rates were applied to 
the projected net cash flows and EBITDA as applicable to valuation methodology. We believe the assumptions are representative of 
those a market participant would use in estimating fair value. 

The following table presents the fair values and useful lives of the idenqfiable intangible assets acquired: 

Customer relationships 

Non-compete agreement 

Total intangible assets assumed 

Acquisition-Related Costs 

Amount 

(In thousands) 

3,500 

210 

3,710 

Weighted Average 
Useful Life 

(In years) 

6 

3 

In connection with the acquisition of AGI, the Company agreed to grant $1.7 million in retention bonuses to the Selling 
Shareholders and other employees payable in the form ofrestricted stock units at $5.22 per share, and $0.6 million in retention bonuses 
payable in cash, each vesting and payable over three years following the closing, provided such employees remain in our service on the 
frrst, second and third anniversary of the closing of the acquisition. For the fiscal years ended March 31, 2021 and 2020, the Company 
recorded approximately $0.7 million and $1.0 million, respectively, as stock based compensation and salaries expense to selling, 
general and administrative expense in the consolidated statements of operations, related to these bonuses. 
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Notes to Consolidated Financial Statements (Continued) 

March 31, 2021 

In connection with the acquisition of AGI, the Company recorded approximately $0.7 million, in acquisition related professional 
fees, which was included in selling, general and administrative expense, in the consolidated statements of operations for the year ended 
March 31, 2020. 

In connection with the acquisition ofTrafficCast, the Company recorded approximately $0.4 million, in acquisition related 
professional fees, which was included in selling, general and administrative expense, in the consolidated statements of operations for 
the year ended March 31, 2021. 

Pro Forma Financial Information (Unaudited) 

The following proforma information presents the consolidated results of operations of the Company, AGI and TrafficCast for the 
fiscal years ended March 31, 2021, 2020 and 2019, as if the acquisition of AGI had been completed on April I, 2018 and the 
acquisition ofTrafficCast had been completed on April I, 2019. These pro fo1ma unaudited consolidated financial results have been 
prepared for comparative purposes only and include certain adjustments that reflect pro fmma results of operations, such as increased 
amortization for the fair value of acquired intangible assets and increased salaries expense related to the retention bonuses. The pro 
forma results do not reflect any operating efficiencies or potential cost savings that may result from the consolidation of the operations 
of the Company, AGI and TrafficCast. Accordingly, these proforma results are presented for informational purposes only and are not 
necessarily indicative of the results of operations that actually would have been achieved had the acquisition of AGI occuned as of 
April 1, 2018 and the acquisition ofTrafficCast occurred as of April I, 2019, nor are they intended to represent or be indicative of 
future results of operations: 

Proforma revenue 

Proforma net income (loss) from continuing operations 

Pro forma income (loss) per common stock 

Basic 

Diluted 

13. Business Segments, Significant Customer and Geographic Information 

Business Segments 

$ 

$ 

$ 

$ 

We operate in two reportable segments: Roadway Sensors and Transportation Systems. 

2021 

117,138 

491 

0.02 

0,02 

Year Ended Morch 31, 

2020 2019 

$ 124,156 $ 101,233 

$ (5,262) $ (2,084) 

$ (0.13) $ (0.06) 

$ (0.13) $ (0.06) 

The Roadway Sensors segment provides advanced detection sensors and systems for traffic intersection management, 
communication systems and roadway traffic data collection applications. The Roadway Sensors product line uses advanced image 
processing technology and other techniques to capture and analyze sensor data through sophisticated algorithms, enabling vehicle, 
bicycle and pedestrian detection, as well as the transmission of both video images and data using various communication technologies. 
Ot1r Roadway Sensors products include, among others, the Vantage, VantageLive!, Vantage Next, VantagePegasus, VantageRadius, 
Vantage Vector, Velocity, SmartCycle, SmartCycle Bike Indicator, SmartSpan, VersiCam, PedTrax and P-Series products. Our 
Roadway Sensors segment also includes the sale of original equipment manufacturer ("OEM") products for the traffic intersection 
markets, which include, among other things, traffic signal controllers and traffic signal equipment cabinets. The Roadway Sensors 
segment also includes the public sector operations ofTrafficCast beginning December 7, 2020 (see Note 12, Acquisitions, to the 
consolidated financial statements for ftuther details). 

The Transportation Systems segment provides engineering and specialized consulting services, cloud-enabled managed services, 
transpo1tation performance measurement and traffic analytics solutions, as well as the development of transportation management and 
traveler info1mation systems for the smart mobility infrastructure management industry. Our Transportation Systems services include 
planning, design, implementation, operation and management of surface transpmtation infrastructure systems. We perform analysis and 
study goods movement and commercial vehicle operations, as well as provide travel demand forecasting and systems engineering, and 
identify mitigation measures to reduce traffic congestiorL Our Transportation Systems product line includes:the Iteris Signal 
Perfo1mance Measures ("Iteris SPM") and iPeMS traffic signal performance and traffic analytics software suites, the capabilities and 
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Notes to Consolidated Financial Statements (Continued) 

March 31, 2021 

13. Business Segments, Significant Customer and Geographic Information (Continued) 

information system ("ATIS") solution for public transportation agencies, ClearRoute; our ATIS solution for the enterprise and 
commercial sector, TrafficCaima; and our commercial vehicle operations and vehicle safety compliance platfonns known as 
ClearFleet, CVIEW-Plus, CheckPoint, UCRLink and inspect. The Transportation Systems segment also includes the operations of AGI 
beginning July 2, 2019 as well as the commercial operations of Traffic Cast beginning December 7, 2020 (see Note 12, Acquisitions, to 
the consolidated financial statements for fmiher details) .. 

The accounting policies of our reportable segments are the same as those described in the summary of significant accounting 
policies (Note 1, Description of Business and Summary of Significant Accounting Policies, to the consolidated financial statements). 
Certain corporate general and administrative expenses, including general overhead functions such as information systems, accounting, 
human resources, marketing, compliance costs and certain administrative expenses, as well as interest and amortization of intangible 
assets, are not allocated to the segments. The reportable segments are each managed separately because they manufacture and distribute 
distinct products or provide services with different processes. All reported segment revenues are derived from external customers. Our 
Chief Executive Officer, who is our chief operating decision maker ("CODM"), reviews financial information at the operating segment 
level. Our CODM does not review assets by segments in his resource allocation, and therefore, assets by segments are not disclosed 
below. 

The following table sets forth selected consolidated financial info1mation for our reportable segments for the fiscal years ended 
March 31, 2021, March 31, 2 020 and March 31, 2019 is as fo Hows: 

Roadway Transportation 
Sensors Systems Total 

(In thousands) 

Year Ended March 31, 2021 

Product revenues $ 55,665 $ 7,268 $ 62,933 
Service revenues 884 53,321 54,205 

Total revenues $ 56,549 $ 60,589 $ 117,138 
Segment income $ 11,554 $ 8,689 $ 20,243 

Year Ended March 31, 2020 

Product revenues $ 49,082 $ 5,925 $ 55,007 
Service revenues 288 52,108 52,396 

Total revenues $ 49,370 $ 58,033 $ 107,403 

Segment income $ 7,787 $ 10,556 $ 18,343 
Year Ended March 31, 2019 

Product revenues $ 43,253 $ 4,974 $ 48,227 

Service revenues 239 44,841 45,080 
Total revenues $ 43,492 $ 49,815 $ 93,307 
Segment income $ 7,011 $ 5,907 $ 12,918 

The following table reconciles total segment income to consolidated operating income (loss) from continuing operations; 
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Notes to Consolidated Financial Statements (Continued) 

March 31, 2021 
I 

13. Business Segments, Significant Customer and Geographic Information (Continued) 

Segment income: 

Total income from repmiable segments 

Unallocated amounts: 

Corporate expenses 

Amortization of intangible assets 

Restructuring activities 

Acquisition costs 

Operating income (loss) 

Significant Customer and Geographic Information 

$ 

$ 

$ 

Year Ended March 31, 

2021 

20,243 $ 

(17,264) $ 

(1,504) 

(619) 

(417) 

439 $ 

2020 
{In thousands) 

18,343 $ 

(19,021) $ 

(757) 

(689) 

2019 

12,918 

(15,577) 

(275) 

(2,124) $ (2,934) 
========= 

No individual customer or government agency had a receivable balance greater than 10% of our total trade accounts receivable 
balances as of March 31, 2021 and 2020. 

The following table sets forth the percentages of our revenues, by geographic region, derived from shipments to, or contract, 
service and other revenues from, external customers located outside the U.S.: 

Canada 

Europe 

Substantially all of our long-lived assets are held in the U.S. 

14. Quarterly Financial Data (Unaudited) 

2021 

1% 

1% 

Yenr Ended March 31, 

2020 2019 

-% 

1% 

Rosie Net Diluted Net 

1% 

2% 

Net (Loss) Income (Loss) Income (Loss) 
Gross Income from 

Quarter Ended: Revenues 
per Share from continuing per Sitar~ from continuing 

Profit continuing operations operations operations 

{In thousands, except per share amounts) 

Ju11e 30, 2020 $ 28,000 $ 10,868 $ 418 $ 0.01 $ 0.01 

September 30, 2020 29,256 11,358 719 0.02 0.02 

December 31, 2020 28,170 11,650 (261) (0.01) (0.01) 

March 31, 2021 31,712 12,980 (385) (0.01) (0.01) 

$ 117,138 $ 46,856 $ 491 $ 0.01 * $ 0.01 

June30,2019 $ 25,167 $ 9,584 $ (537) $ (0.02) $ (0.02) 

September 30, 2019 26,586 10,678 (1,051) (0.03) (0.03) 

December 31, 2019 26,737 10,633 (1,252) (0.03) (0.03) 

March 31, 2020 28,913 12,718 1,082 0.D3 0.03 

$ 107,403 $ 43,613 $ (1,758) $ (0.05) * $ (0.05) 

"' Annual per share amounts may not agree to the sum of the quarterly per share amounts due to differences between average 
shares outstanding during the periods 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND Ii'JNANCIAL 
DISCLOSURE 

None. 

ITEM 9A. CONTROLS AND PROCEDURES 

( a) Evaluation of disclosure controls and procedures 

Our management, with the pa1iicipation of our Chief Executive Officer and Chief Financial Officer, has evaluated the 
effectiveness ofour disclosure controls and procedures (as defined in Rules l 3a-15( e) and 15d-15(e) under the Exchange Act), as of 
the end of the period covered by this Annual Report on Form 10-K. 

Based upon that evaluation, om Chief Executive Officer and Chief Financial Officer have concluded that, as of March 31, 2021, 
our disclosure controls and procedures were effective at the reasonable assurance level to ensure that information required to be 
disclosed by us in the reports we file or submit under the Exchange Act is recorded, processed, sununarized and repo1ted within the 
time periods specified in the Secw-ities Exchange Commission's mies and forms, and is accumulated and communicated to our 
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding 
required disclosure. In designing and evaluating the disclosure controls and procedures, our management recognized that any controls 
and procedures, no matter how well designed and operated, can provide only reasonable assmance of achieving the desired control 
objectives. Our management was required to apply its judgment in evaluating the cost-benefit relationship of such controls and 
procedures. 

(b) Changes in internal control 

There was no significant change in our internal controls over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) 
under the Exchange Act) that occun·ed during the fmuth quarter of Fiscal 2021 that has materially affected, or is reasonably likely to 
materially affect, our internal controls over financial reporting. 

(c) Inherent Limitations on Internal Control 

A control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the 
objectives of the control system are met. Further, the benefits of controls must be considered relative to their costs. Because of the 
inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances 
of management override or improper acts, if any, have been detected. These inherent limitations include the realities that judgments in 
decision making can be faulty, and that breakdowns can occur because of simple enors. Additionally, controls can be circumvented by 
the individual acts of some persons, by collusion of two or more people, or by management override of the control. The design of any 
system of controls is also based in part upon certain assumptions about the likelihood of future events, and there can be no assurance 
that any design will succeed in achieving its stated goals under all potential future conditions. Because of the inherent limitations in a 
cost-effective control system, misstatements due to management override, etTor or improper acts may occur and not be detected. Any 
resulting misstatement or loss may have an adverse and material effect on our business, financial condition and results of operations. 

(d) Management's Report on Internal Control Over Financial Reporting 

Management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is 
defined in the Exchange Act Rules 13a-15(f) and l 5d-15(f). Internal control over financial rep01ting is a process designed under the 
supervision and with the paiiicipation of onr management, including our Chief Executive Officer and our Chief Financial Officer, to 
provide reasonable assurance regarding the reliability of financing reporting and the preparation of financial statements for external 
purposes in accordance with U.S generally accepted accmmting pdnciples. 

Under the supe1vision and with the participation of our management, including our ChiefExecutive Officer and Chief Financial 
Officer, our management conducted an evaluation of the effectiveness of our internal control over financial reporting based on the 
criteria set fotth in Internal Control-Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the 
Treadway Commission. Based on our evaluation, our management concluded that our internal control over financial reporting was 
effective at a reasonable assurance level as of March 31, 2021. 

The cdmpany acquired substai1tially all the assets of TrafficCast International, Inc. on December 7, 2020. Management excluded 
TrafficCast from its evaluation as of the end of the period covered by this Annual Report. TrafficCast's total assets excluded from this 
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March 31, 2021, and TrafficCast's total revenue of approximately $4.0 million represented 3% of the Company's consolidated revenue 
for the fiscal year ended March 31, 2021. 

The effectiveness of our internal control over financial reporting as of March 31, 2021 has been audited by Deloitte & 
Touche LLP, an independent registered public accotmting fum, as stated in their report, which is included herein. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the stockholders and the Board of Directors oflteris, hlc. 

Opinion on Internal Control over Financial RetJOrting 

We have audited the internal control over financial reporting oflteris, Inc. and subsidiaries (the "Company") as of March 31, 2021, 
based on criteria established in Internal Control-Integrated Framework (2013) issued by the Committee of Sponsoring Organizations 
of the Treadway Commission (COSO). In our opinion, the Company maintained, in all material respects, effective internal control over 
financial reporting as. of March 31, 2021, based on criteria established in Internal Control-Integrated Framework (2013) issued by 
coso. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) 
(PCAOB), the consolidated financial statements as of and for the year ended March 31, 2021, of the Company and our report dated 
June 1, 2021, expressed an unqualified opinion on those financial statements and included an explanatory paragraph regarding the 
Company's adoption of Accounting Standards Update 2016-02, Leases, in the year ended March 31, 2020. 

As described in Management's Report on Internal Control over Financial Reporting, management excluded from its assessment the 
internal control over financial reporting for TrafficCast International, Inc. ("TrafficCast"), which was acquired on December 7, 2020, 
and whose financial statements constitute 3% of total assets, and 3% ofrevenues, of the consolidated financial statements of the 
Company as of and for the year ended March 31, 2021. Accordingly, our audit did not include the internal control over financial 
reporting for TrafficCast, 

Basis for Opinion 

The Company's management is responsible for maintaining effective internal control over financial reporting and for its 
assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management's Report on 
Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Company's internal control over financial 
reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to be independent with 
respect to the Company in accordance with the U.S. federal securities laws and the applicable mles and regulations of the Securities 
and Exchange Commission and the PCAOB. 

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the 
audit to obtairi reasonable assurance about whether effective internal control over financial reporting was maintained in all material 
respects, Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material 
wealmess exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and 
performing such other procedures as we considered necessary in the circumstances, We believe that our audit provides a reasonable 
basis for our opinion. 

Definition and Limita~ons of Internal Control over Financial Reporting 

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles. A company's internal control over financial reporting includes those policies and procedures that (1) pertain to 
the maintenance ofrecords that, in reasonable detail, accmately and fairly reflect the transactions and dispositions of the assets of the 
company; (2) pro-vi de reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in 
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding 
prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect 
on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of 
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

/s/ Deloitte & Tonche LLP 

Costa Mesa, CA 
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PARTIII 

ITEM 10. Dm.ECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 

The information required by Item 10 will be either (i) included in an amendment to this Annual Report on Form 10-K ("the 
Fonn 10-K Amendment") or (ii) incorporated by reference to our Definitive Proxy Statement to be filed with the SEC in connection 
with our 2021 Annual Meeting of Stockholders (the "2021 Proxy Statement") under the headings "Executive Compensation and Other 
Information-Executive Officers," "Election of Directors," "Corporate Governance," and "Delinquent Section 16(a) Reports." 

ITEM 11. EXECUTIVE COMPENSATION 

The information required by Item 11 will be either included in the Form 10-K Amendment or is incorporated by reference to our 
2021 Proxy Statement under the heading "Executive Compensation and Other Information" and "Election of Directors." 

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

The infonnation required by Item 12 will be either included in the Form 10-K Amendment or is incorporated by reference to our 
2 021 Proxy Statement under the heading "Equity Compensation Plan Information" and II Stock Ownership of Ce1iain Beneficial 
Owners and Management." 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE 

The information required by Item 13 will be either included in the Fo1m 10-K Amendment or is incorporated by reference to our 
2021 Proxy Statement under the heading "Corporate Governance, Board Meetings and Committees" and "Additional Matters-Certain 
Transactions." 

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES 

The information required by Item 14 will be either included ill the Form 10-K Amendment or is incorporated by reference to our 
2021 Proxy Statement under the heading "Matters Related to Independent Registered Public Accounting Firm." 
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PART IV 

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES 

(a) Documents filed as part of this report: 

l. Financial Statements. 

Our consolidated financial statements are listed in the "Index to Consolidated Financial Statements" under Part II, Item 8, of this 
Annual Report. 

2. Financial Statement Schedules. 

All financial statement schedules have been omitted because they are not required or are not applicable, or the required 
information is shown in our consolidated financial statements or the notes thereto. 

3. Exhibits. 

The following table sets forth the exhibits either filed herewith or incorporated herein by reference: 

Exhibit Index 

Exhibit Number Description 

2.1 t Asset Purchase Agreement, dated May-f, 2020,..QY. and 
mg Iteris, Inc., ClearAg, Inc., and DTN, LLC* 

4.1 Restated Certificate oflncor12oration of the registrant as 
filed with the Delaware SecretarY. of State on October 
ll, 201 s 

4.2 Restated B:v.laws of the Registrant, as amended tlu·ough 
Al.!gust 6, 2018 

4.3 ~pecimen common stock certificate 

4.4 t DescriP.tion of Iteris, Inc. Securities Registered under 
Section 12 of the Exchange Act 

10.1 t Asset Purchase Agreement dated December 6, 2020,..QY. 
and between Iteris, Inc. and TrafficCast International. 
Inc. 

10.2 * Form of Indemnification Agreement entered into b:v. the 
!]gish·ant and certain of its officers and directors 

10.3 

10.4 

Office Lease, dated MaY. 24, 2007,..QY. and between the 
!]gistrant and Realty Associates Fund X, L.P. ( as the 
successor to Crown Camegie Associates, LLC). 

First Amendment to Lease, dated Febrnary_.ll, 2014,..QY. 
and between BJ,iEF II Freeway...Afgqisitions, LLC and 
Iteris. Inc, 
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Reference 

Exhibit 2.1 to the registrant's Current Report on 
Form 8-K as filed with the SEC on May 6, 2020 

Exhibit 3.1 to the Registrant's Current Report on Form 
8-K as filed with the Commission on October 15, 2018 

Exhibit 3.1 to the Registrant's Quarterly Report on 
Form 10-Qfor the quarter ended June 30, 2018 as filed 
with the Commission on August 7, 2018 

Exhibit 4.1 to the Registrant's Registration Statement 
on Form 8-A (File No. 001-08762), as filed with the 
Commission on December 8, 2004 

Exhibit 4.2 to the Registrant's Annual Report on Form 
10-Kfor the year ended for the year ended March 31, 
2020 as filed with the SEC on June 9, 2020 

Exhibit JO.I to the registrant's Current Report on Form 
8-K as filed with the SEC on December 7, 2020 

Exhibit 10.5 to the registrant's Annual Report on Form 
10-K for the year ended March 31, 2004 as filed with 
the SEC on June 29, 2004 

Exhibit 10.2 to the registrant's Quarterly Report on 
Form 10-Qfor the quarter ended June 30, 2007 as filed 
with the SEC on August 14, 2 00 7 

Exhibit 10.29 to the registrant's Annual Report on 
Form 10-Kfor the year ended March 31, 2014 as filed 
with the SEC on September 4, 2014 
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Exhibit Nmuber Description 

10.5 Second Amendment to Lease, dated September 29, 
2014,.l!Y. §nd between Rcaltr. Associates Fund X, L.P. 
and Iteris,_lru;_(as the successor to Real!Y. Associate 
RREF II Frec):Vtly Acquisitions,JJJ:J and Iteris, Inc, 

10.6 * Third Amendment to Le11se, di;ited December 15, 2016, 
QY. and between Rea!tY. Associat~lJl!.Q..A, L.P, and 
Iteris, Inc. 

10.7 Fourth Amendment to Lease, gated May..11., 2021.,.QY. 
and between Realty Associat~und X, L.P. and lteris, 
Inc. 

10.8 * Iteris, Inc. EmgloY.ee Stock Purchase Plan 

10.9 "'2007 Omnibus Incentive Plan 

IO .10 * Forms of Stock Ontion Agreements under the 2007 
Omnibus Incentive Plan 

10.11 * Form of Restricted Stock Unit Award Agreement under 
the 2007 Omnibus Ince11tive Plan 

10.12 * Amended and Restated 2016 Omnibus Incentive Plan 

I OJ 3 * Form of Performance Stock Unit Issuance Agreement 
for use with 2016 Omnibus lngentiye Plan** 

10.14 * Revised Form of Restricted Stock Unit Issuance for use 
with 2016 Omnibus Incentive Plan** 

10.15 * Revised Fonn of fGrant of Stock 
Agreement for use 

with 2016 Omni 1 ** 
10.16 * )impJm:1nent Agreement dated September 8,.l..Q.12 

between Iteris, Inc. and Joe Bergfilfl 

l 0.17 • Emnl,QY.ment Agreement, dated November 15,J.Ql.2, 
between Iteris, Inc. and Douglas Groves 

I 0.18 * Iteris, Inc, Amended and Restated Executive Severance 
Phm 

10.19 * Retention Bonus Agreement dated June 4, 20 l 9 
between Iteris. Inc. and James Chambers 

10.20 * Incentive Bonus Agreement dated June 4,lfil.2_ 
between Iteris, Inc. and James Chambers 
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Reference 

Exhibit I 0.5 to registrant's Annual Report on Form 1 O­
K/or the year ended March 31, 2019 as.filed with the 
SEC on Jime 6, 2019 

Exhibit 10.6 to the registrant's Annual Report on Form 
10-Kfor the year ended March 31, 2019 filed with the 
SEC on June 6, 2019 

Filed herewith 

Exhibit l0.4 to the registrant's Annual Report on Fo1m 
l 0-K for the year ended March 31, 2018 as filed with 
the SEC on June 7, 2018 

Exhibit 10.19 to the registrant's Annual Repmt on Fonn 
I 0-K for the year ended March 31, 2012 as filed with 
the SEC on June 11, 2012 

Exhibit 10.20 to the registrant's Annual Report on Form 
I 0-K for the year ended March 31, 2012 as filed with 
the SEC on June II, 2012 

Exhibit 10.3 to the registrant's Quarterly Report on 
Form 10-Q for the quarter ended June 30, 2010 as tiled 
with the SEC on July 28, 2010 

Exhibit 99.1 to registrant's Registration Statement on 
Fom1 S-8 (File No. 333-228210) as filed with the SEC 
on November 6, 2018 

Exhibit 10.1 to the registrant's Quarterly Report on 
Form 10-Q for the quarter ended June 30, 2020 as filed 
with the SEC on August 4, 2020 

Exhibit 10.2 to the registrant's Quru.1erly Report on 
Form LO-Q for the quarter ended June 30, 2020 as filed 
with the SEC on August 4, 2020 

Exhibit 10.3 to the registrant's Quarterly Report on 
Fonn 10-Q for the quarter ended June 30, 2020 as filed 
with the SEC on August 4, 2020 

Exhibit 10.1 to the registrant's Cun-ent Report on Form 
8-K as filed with the SEC on September 22, 2015 

Exhibit 10.1 to the registrant's Current Report on Fann 
8-K as filed with the SEC on December 4, 2019 

Exhibit 10.20 to the registranits Annual Report on Fonn 
10-K for the year ended March 31, 2019 as filed with 
the SEC on June 6, 2019 

Exhibit 10.21 to the registrant's Am1Ual Rcpmt on Fonn 
10-K for the year ended March 31, 2019 as filed with 
the SEC on June 6, 2019 

Exhibit 10.22 to the registrant's Annual Repo1t on Form 
I 0-K for the year e11ded March 31, 2019 as filed with 
the SEC on June 6, 2019 

137/143 



4/26/22, 4:10 PM 111-20210331 

https://www.sec.gov/ Archlves/edgar/data/350868/000035086821000015/ltl-20210331.htm 138/143 



4/26/22, 4:10 PM 

Table of Contents 

Exhibit Number Description 

iti-20210331 

Reference 

10.21 * Form of Retention Bon greement entered into 
bet<vveen the ComnanY. an selling shareholders of 
Albeck Gerken, Inc. 

Exhibit 10.1 to registrant's CmTent Report on Fonn 8-K 
as filed with the SEC on July 9, 2019 

10 .22 * 2020 EmP-loyn1ent Inducement Incentive Award Plan Exhibit 10.2 to the registrant's CmTent Report on Fotm 
8-K as filed with the SEC on December 7, 2020 

10.23 * Form of Notice Grant of Stock OP.tion and Fo1m of 
Stock Qption Agreement for use with 202Q 
funP-lOY.ment Inducement Incentive Plan 

Exhibit 10.3 to the registrant's Current Report on Form 
8-K as filed with the SEC on December 7, 2020 

10.24 * Form of Restricted Stock Unit Issuance Agreement for 
use with 2020 Emp.lQy,ment Inducement Incentive 
Award Plan 

Exhibit 10 .4 to the registrant's Current Report on Fo1m 
8-K as filed with the SEC on December 7, 2020 

10.25 * Iteris, Inc. Deferred ComP-ensation Plan Effective Date 
October 1, 2020 

Exhibit 10.5 to the registrant's Quarterly Repmt on 
Form 10-Q for the quaiter ended December 31, 2020 as 
filed with the SEC on Febmaiy 2, 2021 

10.26 * Form of Restricted Stock Unit Issuance Agreement for 
use with the Iteris, Inc. Defe1Ted Com11ensation Plan_ 
Effective Date October 1, 2020. 

Exhibit 10.6 to the registrant's Quarterly Report on 
Fonn 10-Q for the quarter ended December 31, 2020 as 
filed with the SEC on Febmary 2, 2021 

23 Consent oflndeP.endent Registered Public Accounting Filed herewith 
Finn, dated June 1, 2021 

24 Power of Attorney Filed herewith (included on the Signature page) 

31.1 Certification of the Chief Executive Officer,rnuired Filed herewith 
P.Ursuant to Section 302 of the Sarbanes-OxleY. Act of 
2002 

31.2 Certification of the Chief Financial Officer, as regnired Filed herewith 
P.ursuaut to Section 302 of the Sarbanes-OxleY. Act of 
2002 

32.1 Certification of the Chief Executive Officer, as reguired Filed herewith 
P.Ursuant to Section 906 of the Sarbanes-OxleY. Act of 
2002 

32.2 Ce1tification of the Chief Financial Officer, as reguired Filed herewith 
P.Ursuant to Section 906 of the Sarbanes-Oxl.l)Y. Act of 
2002 

101.INS XBRL Instance Document Filed herewith 

101.SCH XBRL Taxonomy Extension Schema Document Filed herewith 

101.CAL XBRL Taxonomy Extension Calculation Linkbase Filed herewith 
Document 

101.LAB XBRL Taxonomy Extension Label Linkbase Document Filed herewith 

I 01.PRE XBRL Taxonomy Extension Presentation Linkbase Filed herewith 
Document 

101.DEF XBRL Taxonomy Definition Presentation Linkbase Filed herewith 
Document 
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t Pursuant to Item 601 ( a)( 5) of Regulation S-K, certain appendices to this agreement have been omitted. The Company agrees to 
furnish supplemental\y to the Securities and Exchange Commission, upon its request, any or all of such omitted appendices. 

* hldicates a contract, compensatory plan or an-angement in which directors or executive officers of the registrant are eligible to 
paiiicipate. 

ITEM 16. FORM 10-K SUMMARY 

None. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Dated: June 1, 2021 ITERIS, INC. 
(Registrant) 

By 

POWER OF ATTORNEY 

Isl JOE BERGERA 

Joe Bergera 
Chief Executive Officer 

(Principal Executive Officer) 

We, the undersigned officers and directors oflteris, Inc., do hereby constitute and appoint Joe Bergera and Douglas Groves, and 
each of them, our true and lawful attorneys-in-fa.et and agents, each with full power of substitution and resubstitution, for him and in 
his name, place and stead, in any and all capacities, to sign any and all amendments to this report, and to file the same, with exhibits 
thereto, and other documents in connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in­
fact and agents, and each of them, full power and authority to do and perform each and every act and thing requisite or necessary to be 
done in and about the premises, as fully to all intents and purposes as he might or could do in person, hereby, ratifying and confirming 
all that each of said attorneys-in-fact and agents, or his substitute or substitutes, may lawfully do or cause to be done by virtue hereof. 

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this report has been signed below by the 
following persons on behalf of the registrant in the capacities and on the dates indicated: 
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Signature 

Isl JOE BERGERA 

Joe Bergera 

Isl DOUGLAS GROVES 

Douglas Groves 

Isl THOMAS L. THOMAS 

Thomas L. Thomas 

Isl ANJALI JOSHI 
Anjali Joshi 

Isl GERARD M. MOONEY 

Gerard M. Mooney 

Isl LAURAL. SIEGAL 

Laura L. Siegal 

Isl LUKE SCHNEIDER 

Luke Schneider 

Isl DENNIS W. ZANK 

Dennis W. Zank 

lti-2 0210331 

Title 

Director, President and Chief Executive Officer 
(principal executive officer) 

Chief Financial Officer (principal financial and 
accounting officer) 

Chainnan of the Board 

Director 

Director 

Director 

Director 

Director 
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Date 

June 1, 2021 

June 1, 2021 

June 1, 2021 

Jtme 1, 2021 

June 1, 2021 

June 1, 2021 

June 1, 2021 

J1me 1, 2021 
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FEE SCHEDULE 



iteris® 949.270.9400 
lterls.com 

1700 car11egle Avenue, Suite 100 
Santa Ana, CA 92705 

COST PROPOSAL 
July 30, 2024 

Mr. Raja Sethuraman, PE 
Public Works Director 
City of Costa Mesa, CA 
77 Fair Drive 
Costa Mesa, CA 92626 

Re: COST PROPOSAL FOR ON-CALL ENGINEERING STAFF SUPPORT & 
PROGRAM MANAGEMENT SERVICES ~ RFP NO. 25-01 

11477-169.25 
Dear Mr. Sethuraman, 

lteris, Inc. (lteris) submits our cost proposal to provide services for On-Call Engineering 
Staff Support and Program Management Services. 

KEY STAFF: 

-~hid.eel Muhammad, PE 
. Joshua_McNeill,_PE, TE, PTOE _______ _ 
Ted Huynh, PE, TE 
Arthur Chan rakrit, PE 

Sue12ort Staff I, 
_ _§l:!f)port Staff 11 

SUPPORT STAFF: 

$199 

$104 $123 
• $163 $202 
j $113 $141 _ Assistant Engineer/Planner 

~ssociate Engineer/Planner 
Engineer/Planner 

$135 $166 ·--·"~·-·-·---------
$140. $178 

_ Senior Engineer/Planner I 
_ Senior Engineer/Planner II 

$195 $223 ,---·,-----........... --
' $228 

Lead En ineer/Senior Mana er 
Associate Vice President/Princjpal/Director _ 
Vice President/Chief Scientist ----------

$236 



Default Standard Terms and Conditions 
• Rates subject to annual adjustments up to 5% effective April 1st of each year. 
• Other direct expenses to be billed at cost, unless otherwise negotiated. 
• Subconsultant, Subcontractor and Equipment expenses to be bl/led at negotiated 

cost plus markup. 
• Mileage rates wt1/ be based upon current IRS standard rates . 
., Task Orders will utilize individual staff rates at time of Letter Proposal submission, 

NTE Max Bifling Rates. 

Thank you for the opportunity to submit our Cost Proposal. lteris looks forward to 
assisting the City on important traffic and transportation engineering projects. lteris 
accepts the terms and conditions of the sample contract as~is. Please contact me at 
(949) 270-9647 or sbradley@iteris.com, or the designated Project Manager, Mr. Shirjeel 
Muhammad, PE, at (951) 821-8105 or smuhammad@iteris.com, with any questions. 

Sincerely, 
lteris, 1f2C, 

.. , , , , , 

, : ' 

Steven Bradley; PE 
Regional Vice President 
Mobility Consulting Solutions 

Steven Bradley, PE, is authorized to negotiate the contract on behalf of lteris 
and our project manager. 
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SUBJECT 

CITY OF COSTA MESA, CALIFORNIA 

COUNCIL POLICY 

POLICY 
NUMBER 

DRUG-FREE WORKPLACE 100-5 

BACKGROUND 

EFFECTIVE PAGE 
DATE 
8-8-89 1 of 3 

Under the Federal Drug-Free Workplace Act of 1988, passed as part of omnibus drug legislation 
. enacted November 18, 1988, contractors and grantees of Federal funds must certify that they will 

provide drug-free workplaces. At the present time, the City of Costa Mesa, as a sub-grantee of 
Federal funds under a variety of programs, is required to abide by this Act. The City Council has 
expressed its support of the national effort to eradicate drug abuse through the creation of a 
Substance Abuse Committee, institution of a City-wide D.A.RE. program in all local schools and 
other activities in support of a drug-free community. This policy is intended to extend that effort 
to contractors and grantees of the City of Costa Mesa in the elimination of dangerous drugs in the 
workplace. 

PURPOSE 

It is the purpose of this Policy to: 

1. Clearly state the City of Costa J\Aesa's commitment to a drug-free society. 

2. Set forth guidelines to ensure that public, private, and nonprofit organizations receiving 
funds from the City of Costa Mesa share the commitment to a drug-free workplace. 

POLICY 

The City Manager, under direction by the City Council, shall take the necessary steps to see that 
the following provisions are included in all contracts and agreements entered into by the City of 
Costa Mesa involving the disbursement of funds. 

1. Contractor or Sub-grantee hereby certifies that it will provide a drug-free workplace by: 

A. Publishing a statement notifying employees that the unlawful manufacture, 
distribution, dispensing, possession, or use of a controlled substance is prohibited in 
Contractor's and/or sub..,grantee's workplace, specifically the job site or location 
included in this contract, and specifying the actions that will be taken against the 
employees for violation of such prohibition; 

8. Establishing a Drug-Free Awareness Program to inform employees about: 



SUBJECT POLICY EFFECTIVE PAGE 
NUMBER DATE 

DRUG-FREE WORKPLACE 100-5 B-8-89 2 of 3 

1. The dangers of drug abuse in the workplace; 

2. Contractor's and/or sub-grantee's policy of maintaining a drug-free workplace; 

3. Any available drug counseling, rehabilitation and employee assistance programs; 
and 

4. The penalties that may be imposed upon employees for drug abuse violations 
occurring in the workplace; 

C. Making it a requirement that each employee to be engaged in the performance of the 
contract be given a copy of the statement required by subparagraph A; 

D. Notifying the employee in the statement required by subparagraph 1 A that, as a 
condition of employment under the contract, the employee will: 

1. Abide by the tem,s of the statement; and 

2. Notify the employer of any criminal drug statute conviction for a violation occurring 
in the workplace no tater than five (5) days after such conviction; 

E. Notifying the City of Costa Mesa within ten (10) days after receiving notice under 
subparagraph 1 D 2 from an employee or otherwise receiving the actual notice of such 
conviction; 

F. Taking one of the following actions within thirty (30) days of receiving notice under 
subparagraph 1 D 2 with respect to an employee who is so convicted: 

1. Taking appropriate personnel action against such an employee, up to and 
Including termination; or 

2. Requiring such employee to participate satisfactorily in a drug abuse assistance or 
rehabilitation program approved for such purposes by a Federal, State, or local 
health agency, law enforcement, or other appropriate agency; 
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G. Making a good faith effort to maintain a drug-free workplace through Implementation 
of subparagraphs 1 A through 1 F, inclusive. 

2. Contractor and/or sub-grantee shall be deemed to be in violation of this Policy if the City 
of Costa Mesa determines that: 

a. Contractor and/or sub-grantee has made a false certification under paragraph 1 
above; 

b. Contractor and/or sub-grantee has violated the certification by failing to carry out 
the requir.ements of subparagraphs 1 A through 1 G above; 

c. Such number of employees of Contractor and/or sub-grantee have been convicted 
of violations of criminal drug statutes for violations occurring in the workplace as 
to indicate thatthe contractqr and/or sub-grantee has failed to make a good faith 
effort to provide a drug-free workplace. 

3. Should any contractor and/or sub-grantee be deemed to be in violation of this Policy 
pursuant to the provisions of 2 A, B, and C, a suspension, termination or debarment 
proceeding subject to applicable Federal, State, and local laws shall be conducted. Upon 
issuance of any final decision under this section requiring debarment of a contractor and/or 
sub-grantee, the contractor and/or sub-grantee shall be ineligible for award of any 
contract, agreement or grant from the City of Costa Mesa for a period specified in the 
decision, not to exceed five (5) years. Upon issuance of any final decision recommending 
against debarment of the contractor and/or sub-grantee, the contractor and/or sub-grantee 
shall be eligible for compensation as provided by law. 




