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We operate in a rapidly changing environment that involves a number of risks that have materially affected and could in the
future materlally affect our buslness, ﬁnanclal condltlon or future results some of which are beyond our control —Fhis
W . These are the risks and uncertainties we
believe are most important for you to consider. Addltlondl risks and unceltamtles not presently known to us, which we currently
deem immaterial, or which are similar to those faced by other companies in our industry or business in general may also impair
our business operations. If any of the following risks or uncertainties actually occurs, our business, financial condition and
operating results would likely suffer. The following is a summary of the principal Risks-risks Related-to-that have
materially affected and could in the future materially adversely affect our Business-business , results of operations, and
financial condition. Additional discussion of the risks included in this summary, and other risks that we face, can be
found below and should be carefully considered, together with other information in this Annual Report on Form 10- K in
its entirety before making investment decisions regarding our common stock. This summary should not be relied upon
as and- an Industry-exhaustive summary of the material risks facing our business.  We cannot assure you that our
review of strategic alternatives will result in any transaction being consummated, and speculation and uncertainty
regarding the outcome of this review may adversely impact our business. * The waiver of events of default under our
senior secured term loan credit facility is time- limited; if this waiver is not extended at the end of the applicable period,
we will be in default. « Our history of operating losses and negative cash flows from operations has raised substantial
doubt about our ability to continue as a going concern. ¢ We have incurred substantial operating losses in the-past yeatr-years
, expect to continue to incur operating losses for the foreseeable future, and may not achieve a return to profitability in the
futule Our senior secured term loan Gfed-rt—credlt fac1llty prov1des our lenders Agreementwhich-mayresultin-the
6 with a first- priority lien respeetto-any
afretiretos : i pre against the-eoHateratbin-whieh-we-granted-a-seeutity
tntefest—te—thena—wqﬁeh—eeﬁsrsts—ef—wbstantmlly all of our assets —I-ﬁeur—eu-tst&nding—debt—were—tﬂae—aeee}ef&ted-
sufftetenteash-and contains financial covenants and other restrictions on or-our be-able-te-raise-actions that may limit er
our operational flexibility berrew-suffietentfunds-to-refinanee-the-debt-or otherwise selsuffietent-assets-to-repay-the
debt—wlﬁeh—eeu-}d-mateﬂa-l-l-y—&nd-ad\ ersely uﬁect our eash—ﬂews—bus-rﬂess—results of operutlons —&nd—ﬁnaﬂela-l-eeﬂd-rt—ten— We are
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contains customcuy negdme covenants that limit our dnd our SleSldldl’leS > ability to,among other thlllgs,glant or incur
liens,incur additional indebtedness,make certain restricted investments or payments,including payment of dividends on our
capital stock and payments on certain permitted indebtedness,enter into certain mergers and acquisitions or engage in certain
asset sales,subject in each case to certain exceptions .We are also required to comply with a minimum core assets test . The
Credit Agreement also includes certain restrictions on the use of a portion of the Parent Termination Fee payment received by us
from Amazon.com,Inc.,which the remaining amount thereof (after giving effect to certain periods for such amounts to be used
for inventory in limited circumstances and upon satisfying certain conditions) will ultimately be required to be used to prepay a
portion of the loan under the Credit Agreement.The terms of our outstanding debt may restrict our current and future operations
and could adversely affect our ability to finance our future operations or capital needs or to execute business strategies in the
manner desired.In addition,complying with the covenants may make it more difficult for us to successfully execute our business
strategy,invest in our growth strategy,and compete against companies who are not subject to such restrictions. We-A failure by
us to comply with the covenants or payment requirements specified in the Credit Agreement could result in an event of
default under the Credit Agreement,which may result in the termination of the Credit Agreement and acceleration of
repayment obligations with respect to any outstanding loans.In addition,the lenders would have reeetved-the right to

proceed agalnst the collateral in whlch we granted a securlty interest to fepeﬁ—freﬂa—eur—rndepeﬁdeﬁt—regﬂtefed-publ-te

funds to refinance the debt or sell sufﬁc1ent assets to repay the debt,whlch could materially and negative-adversely affect
our cash flows frefir,business,results of operations ,and financial condition.Further,the terms of any new or additional
financing may be on terms that raise-substantial-doubt-are more restrictive or less desirable to us During each of the the
three most recent fiscal year-years , we have incurred asubstantial operating tess-losses ef-$264—-miHien-due to the
combination of declining orders for our products and significant decreases in our gross margin. While we have taken and will
continue to take actions to moderate operating expenses, we cannot guarantee that we will be able to return to profitability
through a combination of revenue stabilization and significant gross margin improvement. In addition, our revenue may decline
for a number of reasons, including reduced demand for our products, increased competition or macroeconomic conditions, and if
our revenue does not grow at a greater rate thdn our operatms, expenses we will not be able to dChle\ e and mdmtdm
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mpaet-on-working-eapital—Our future Capltal requ1rement§ W111 depend on many factors, 1nclud1ng our rate of revenue growth or
decline, the expansion or contraction of our marketing and sales activities, the timing and extent of spending to support product
development efforts, the timing of introductions of new products and enhancements to existing products, the continuing market
acceptance of our products and services, the overall macroeconomic conditions due to heightened inflation and reduced
consumer confidence stemming from unstable geopolitical conditions, including the ongoing Russia- Ukraine and Israel- Hamas
wars . In the event our future revenue or gross profit does not meet our expectations or our costs are higher than
expected, we may eliminate or curtail expenses to mitigate the impact on working capital . Moreover, to the extent existing
cash and cash equivalents and cash from operations are insufficient to fund our future activities, we may need to extend the
timing of repayment of or refinance our existing debt or raise additional funds through public or private equity or debt financing.
In such cases, we may need additional financing to execute on our current or future business strategies. If we raise additional
funds through the issuance of equity or convertible debt securities, the percentage ownership of our stockholders could be
significantly diluted, and these newly- issued securities may have rights, preferences or privileges senior to those of existing
stockholders. We cannot assure you that additional financing will be available on terms favorable to us, or at all. If adequate
funds are not available or are not available on acceptable terms, if and when needed, our ability to fund our operations, take
advantage of unanticipated opportunme% develop or enhance our products or otherwme respond to competltlve presqures would
be elgnlﬂcantly limited. 7 ; v

decrease in revenue from %ales of our productq If we are not %ucce%sful in 1ncrea§1ng consumer demand or if macroeconomic
conditions impacting consumer demand do not improve, we will continue to experience adverse impacts to our revenue and
profitability. To ensure an adequate inventory supply, we must forecast inventory needs and place orders sufficiently in advance
with our suppliers and contract manufacturers, based on our estimates of future demand for specific product SKUs by region.
Failure to accurately forecast our needs has resulted, and may continue to result, in manufacturing delays, increased costs, or
excess inventory. Our ability to accurately forecast demand could be affected by many factors, including changes in consumer
demand for our products, changes in demand for the products of our competitors, unanticipated changes in general market
conditions, and the weakening of economic conditions or consumer confidence in future economic conditions. Our failure to
accurately forecast consumer demand has resulted, and may continue to result, in excess inventory levels or a shortage of certain
product models available for sale. Inventory levels in excess of consumer demand has resulted, and may continue to result, in
increased promotional intensity to support the sale of excess inventory, which would cause and has caused our gross margins to
suffer. In addition, we do not have long- term, fixed price contracts with our contract manufacturers. As we reduce production
orders with our contract manufacturers to meet demand, we face increased cost of goods sold as both our own manufacturing
overhead as well as that of our suppliers is amortized over smaller production levels. In addition, as production decreases, we
may not be able to maintain manufacturing relationships with some of our suppliers, which has caused us to exit production at
certain contract manufacturers. The process of exiting production at certain contract manufacturers has caused us, and may
continue to cause us, to incur additional costs related to unused tooling, components, relocation of materials and fixtures, and
unrecouped non- recurring engineering. We face intense competition from other providers of robots, including diversified
technology providers, as well as competition from providers offering alternative products, which could negatively impact our
results of operations and cause our market share to decline. A number of companies have developed or are developing robots
that will compete directly with our product offerings. Our competition includes established, well- known sellers of floor
cleaning robots such as Dreame, Ecovacs, ShatkNinja-Roborock, Shark , Samsung ;RebereelsDreame-, as well as new
market entrants. Many current and potential competitors are larger in size and more broadly diversified with substantially greater
financial, marketing, research and manufacturing resources than we possess, and there can be no assurance that our current and
future competitors will not be more successful than us. We also face competition from manufacturers of lower- cost devices,
which has, and may continue to, further drive down the average selling price in the marketplace for floor cleaning products and
impact demand for our products as macroeconomic conditions result in consumers shifting towards lower- cost alternatives.
Moreover, while we believe many customers purchase our floor vacuuming robots as a supplement to, rather than a replacement
for, their traditional vacuum cleaners, we also compete with providers of traditional vacuum cleaners. The global market for



robots is highly competitive, rapidly evolving and subject to changing technologies, including the utilization of evolving Al
technologies, shifting customer needs and expectations and the likely increased introduction of new products. Our ability to
remain competitive will depend to a great extent upon our ongoing performance in the areas of product development, operating
efficiency and customer support. We expect that competition will continue to intensify as additional competitors enter the
market and current competitors expand their product lines. Companies competing with us have, and may continue to, introduce
products that are competitively priced, have increased performance or functionality, or incorporate technological advances that
we have not yet developed or implemented. Increased competitive pressure has resulted and will continue to result in a loss of
sales or market share or cause us to lower prices for our products, any of which would harm our business and operating results.
Many of our competitors have demonstrated an ability to rapidly replicate new features and innovations that we have introduced
into the market, and therefore are able to offer products with similar capabilities to ours at lower prices. Other competitors have
demonstrated the ability to innovate more rapidly than we have, and those innovations — particularly in the development of 2-
in- 1 robot vacuum cleaners and multi- function docks — have allowed competitors to offer products at premium price points as
well as capture significant market share in certain geographic markets. In addition, some of our competitors aggressively
discount their products and services in order to gain market share, which has resulted in pricing pressures, reduced profit
margins and lost market share. In addition, new products often have lower volumes, lower selling prices or higher costs than
products that have been sold for at least a year; any or all of those factors could negatively impact our gross margins and
operating results. We cannot assure you that our products will compete favorably or that we will be successful in the face of
increasing competition from new products and enhancements introduced by existing competitors or new companies entering the
markets in which we provide products. Our failure to compete successfully has caused, and may continue to cause, our revenue
and market share to decline, which weutd-has negatively impacted, and may continue to negatively impact , our results of
operations and financial condition. We operate in an emerging market, which makes it difficult to evaluate our business and
future prospects. Robots represent a new and emerging market. Accordingly, our business and future prospects are difficult to
evaluate. We cannot accurately predict the extent to which demand for consumer fleer-eleantngrobots will increase, if at all.
You should consider the challenges, risks and uncertainties frequently encountered by companies using new and unproven
business models in rapidly evolving markets. These challenges include our ability to: ¢ generate sufficient revenue and gross
margin to regain and maintain profitability; * maintain market share in our consumer market; ¢ attract and retain customers of
our robots; ¢ attract and retain engineers and other highly- qualified personnel; and ¢ expand our product offerings beyond our
existing robots. If we fail to successfully address these and other Challenges risks and uncertalntles our business, rewlt% of
operatloni and financial condltlon would be materlally harmed - SHEW plex-a

fa-}eﬂt— To remain competltlve we must continue to invest in developlng tools and processes to improve the %peed at Wthh we
are able to develop competitive products. Historically, we have made significant investments to develop tools and processes,
including designing multiple hardware- based platforms and developing a reusable software architecture for use across those
platforms. The development of multiple hardware platforms and a reusable software architecture requires the expenditure of
significant resources that may not result in the designed efficiencies. As part of our 2024 operational restructuring plan, we plan
to lower research and development expenditures by shifting to greater reliance on our manufacturing partners for lower- value
commodity engineering work. Our manufacturing partners' efforts to implement such designs and developments may be
unsuccessful and the speed of product development may not improve. Failure to improve the speed of product development,
whether through our direct work or through the work of our manufacturing partners, could materially harm our business, results
of operations and financial condition. In addition, any new product that we develop may not be introduced in a timely or
cost- effective manner, may contain defects, or may not achieve the market acceptance necessary to generate sufficient
revenue. Our inability to reduce the cost to develop new products or product variants has substantially impacted, and may
continue to substantially impact, our ability to offer products that compete favorably. We-depend-A critical component of our
iRobot Elevate turnaround strategy is the development and launch of a revitalized product lineup beginning in 2025.
Any delays or interruptions in the development, manufacture or shipment of our new products, or any failure to
effectively ramp up the manufacturers of new products, would be likely to result in lost sales and revenue and damage
our reputation in the market, both of which would harm our business and results of operations. In addition, failure to
launch anticipated products in a timely fashion could result in failure to maintain a set of competitive products and
materially harm our brand, business, results of operations and financial condition. Additionally, we may not realize the
benefits of modifying our operations to increase the speed of product development, implementing our recent

restructuring, increasing reliance on the-experienee-and-expertise-ef-our partners for product development senior
management-tearand-key-teehnieal-employees-, and-the-which could result in a loss of potential revenue and increase any

key-employee-may-impair-our product return rate ability-te-operate-effeetively-. Our success depends upon the continued
services of our senior management team and key technical employees. Each of our executive officers, key technical personnel
and other employees could terminate his or her relationship with us at any time. The loss of any member of our senior
management team or key technical employee might significantly delay or prevent the achievement of our business objectives ,
result in a loss of institutional know- how and could materially harm our business and customer relationships. In addition,
because of the highly technical nature of our robots, the loss of any significant number of our existing engineering and project
management personnel could have a material adverse effect on our business and operating results. Also, increased turnover,
particularly on the senior management team, with insufficient development of leadership talent and succession plans, could
diminish employee confidence and increase risks for retaining key employees. Our failure to successfully attract well-
qualified employees, retain and motivate existing employees or integrate new members of our senior management team
and key employees, could materially and adversely affect our operations and our ability to execute our strategy.



Leadership transitions and management changes can be inherently difficult to manage and may cause uncertainty or a
disruption to our business or may increase the likelihood of turnover in key employees and senior management. [n
Jantary-addition, recently appointed members of senior management may view our business differently than prior
members, and have made and may continue to make changes to our strategic focus, operations, business plans, existing
personnel and their responsibilities. We may not be able to properly manage such shifts in focus, and any changes to our
business may not ultimately prove successful. Further, changes in our senior management team may be disruptive to our
business, and any failure to successfully transition and assimilate key new hires or promoted employees could adversely
affect our business and results of operations. Most of our senior management team have turned over durmg the course of

Elevate strategy 1ntr0duced durmg ﬁscal 2024 dnd Ghief—lsegal-efﬁeer—aﬁﬂtefnﬁ—elnef—E*eetmve—QfﬁeeHed by the new

management team will help facilitate the turnaround of our Company . However, These-these changes in our management
team could cause retention and morale concerns among current employees, as well as operational risks. If this leadership

trans1t10n MHVemsterﬁ—s-Stweesswﬂ—te—mtefmGhief—Exeeﬂﬁve—efﬁeeﬁs not ma&aged—stteeessfu-l—l—yh successful —rﬂel-&d-mg

. To execute our business StdblllZdthIl pldn and return to plohtab]hty we must attmct and retain
additional, highly- qualified personnel. Competition for hiring these employees is intense, especially with regard to engineers
with high levels of experience in designing, developing and integrating robots and engineers with expertise in artificial
intelligence, machine learning, data science and cloud applications. Many of the companies with which we compete for hiring
experienced employees have greater resources than we have. If we fail to attract new technical personnel or fail to retain and
motivate our current employees, our business and future growth prospects could be severely harmed. In addition, we have
experienced increased employee turnover as a result of general market conditions, the impact of several reductions in force
executed over the past several years inr-August2622-and-Febraary2023-, and the termination of the proposed acquisition by
Amazon. These factors may experieneeinereased-cause additional attrition and affect the morale of our current employee
employees and might adversely affect our reputation among job seekers. Significant or prolonged turnover or revised
hiring priorities may negatively affect our 0perat10ns and culture, as well as our ability to successfully maintain our
processes pa derg : and procedures antietpated-reduetions-n-foree
#2624~ New hires require significant training and, in most cases, tdke s1gn1hcant time before they achieve full productivity.
New employees may not become as productive as we expect, and we may be unable to hire or retain significant numbers of
qualified individuals. Moreover, we may be forced to adjust salaries or other compensation in order to retain key talent. Job
seekers and existing personnel often consider the value of the equity awards they receive in connection with their
employment. The recent decline in our stock price may impact the actual or perceived value of our equity awards for current
employees or new hires, and we may need to grant additional or larger equity awards to offer attractive compensation packages
to hire and retain employees. If our retention efforts are not successful or our team member turnover rate continues to increase in
the future, our business, results of operations and financial condition could be materially and adversely affected. In 2024, we
commenced and largely completed an operational restructuring plan to more closely align our cost structure with near-
term revenue expectations and drive profitability. A critical component of our operational restructuring plan was the
significant reduction of our overall global workforce. Completion of the restructuring plan may have continuing adverse
effects on our workforce, including negative effects on employee morale, increased employee attrition, increased
difficulty in hiring new employees, and diversion of management attention. Additionally, as we eannet-be-sare-are
operatlng our busmess w1th fewer employees, we face addltlonal rlsks that we mlght wrl-l—be—&ble—te—attfaet—fetam—&nd

adverse effect on
disraptour business, t f ottes—afd

, and eperational- operatlng Iesults We contmue to 1nvest lﬁwe—are—net—stteeessfu-l—m expanding-our direct- to- consumer sales
channel by-drtving-, primarily through our website and mobile app and the technology infrastructure used to support
them. Our future growth relies in part on our ability to attract eonsumer-consumers to this channel, which requires
significant expenditures in marketing, infrastructure and systems. If we are unable to drive traffic to, and eensumer
pttfehases—lncrease sales throus_h , our website and moblle app , our busmess and results of operatlons could be harmed —We
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eontret. In addition, our efforts to carefully manage our cost structure may result in lower levels of investment in our direct- to-
consumer infrastructure and systems. Our inability to adequately respond to these risks and uncertainties, successfully fund new
infrastructure initiatives or maintain and expand our direct- to- consumer business via our website may have an adverse impact
on our results of operations. Our success depends nearly entirely on our consumer robots, and our sales growth and operating
results would be negatively impacted if we are unable to enhance our current products eensamerrobets-or develop new
consumer robots at competitive prices or in a timely manner, or if our products do the-eensumertrobot-market-doesnot achieve



broad market acceptance. We primarily derive our revenue from consumer robot sales. For the foreseeable future, we expect that
our revenue will be derived nearly entirely from sales of home floorcare products. Accordingly, our future success depends upon
our ability to further penetrate the consumer home floorcare market, to enhance our current consumer products and to develop
and introduce new consumer products offering enhanced performance and functionality at competitive prices. The development
and application of new technologies involves time, substantial costs and risks. Our inability to achieve significant sales of our
newly introduced robots, or to enhance, develop and introduce other products in a timely manner, or at all, would materially
harm our sales growth and operating results. Even if consumer robots gain wide market acceptance, our robots may not
adequately address market requirements and may not continue to gain market acceptance. If robots generally, or our robots
specifically, do not gain wide market acceptance, we may not be able to achieve our anticipated level of growth, and our revenue
and results of operations would suffer. Any efforts to expand our product offerings beyond our current markets or to develop
new products may not succeed, which could negatively impact our operating results. Efforts to expand our product offerings
beyond our current markets are limited and those efforts may not succeed and may divert management resources from existing
operations and require us to commit significant financial resources to an unproven business, either of which could significantly
impair our operating results. Any new product that we develop may not be introduced in a timely or cost- effective manner, may
contain defects, or may not achieve the market acceptance necessary to generate sufficient revenue. Moreover, efforts to expand
beyond our existing markets may never result in new products that achieve market acceptance, create additional revenue or
become profitable. As a result of the restructuring plan, we have re- focused our product roadmap on our core robotic floorcare
business and paused-worlrelated-exited our non- floorcare offerings in education and air purifiers. In addition, because of
our current ﬁscal constramts, our ablllty to support investments m other non- floorcare 1nnovat10ns is —rneludmg—arr

llmlted and thls lack of investment in the near- term could allow other companies to develop more competitive products to our
non- floorcare innovations, which could impact our ability to compete against such products Hwe-deeide-totvestinrsueh
innevations-in the future. We spend significant amounts on advertising and other marketing campargns which may not be
successful or cost effective. We spend significant amounts on advertising and other marketing campaigns, such as television,
digital and print advertising, and social media, as well as increased promotional activities, to acquire new customers, and we
expect to continue to spend significant amounts to increase awareness of our consumer robot products. For fiscal 2024, 2023 5
and 2022 and2624- sales and marketing expenses were $ 264-138 . -8 million, $293-199 . 3 million, and $ 289-290 . 8-1
million, respectively, representing approximately 20. 4 %, 22. 6-4 % ;and 24 —8%-and+8-. 5 %, of our revenue, respectively.
While we seek to structure our advertising campaigns in the manner that we believe is most likely to encourage people to
purchase our products, we may fail to identify advertising opportunities that satisfy our anticipated return on advertising spend
as we scale our investments in marketing or to fully understand or estimate the conditions and behaviors that drive customer
behavior. If any of our advertising campaigns prove less successful than anticipated in attracting customers, we may not be able
to recover our advertising spend, and our revenue may fail to meet our expectations, either of which could have an adverse effect
on our business. There can be no assurance that our advertising and other marketing efforts will result in increased sales of our
products. If we fail to enhance our brand, our ability to expand our customer base will be impaired and our operating results may
suffer. We believe that developing and maintaining awareness of the iRobot brand is critical to achieving widespread acceptance
of our existing and future products and is an important element in attracting new customers. Furthermore, we expect the
importance of global brand recognition to increase as competition increases. If customers do not perceive our products to be of
high quality, our brand and reputation could be harmed, which could adversely impact our financial results. In addition, brand
promotion efforts may not yield significant revenue or increased revenue sufficient to offset the additional expenses incurred in
building our brand. Maintaining, protecting, and enhancing our brand may require us to make substantial investments, and these
investments may not be successful. If we fail to successfully maintain, promote, and position our brand and protect our
reputation, or if we incur significant expenses in this effort, our business, financial condition and operating results may be
adversely affected. Our income tax provision and other tax liabilities may be insufficient if taxing authorities are successful in
asserting tax positions that are contrary to our position. Additionally, there is no guarantee that we will realize our deferred tax
assets. From time to time, we are audited by various federal, state, local and foreign authorities regarding income tax matters.
Significant judgment is required to determine our provision for income taxes and our liabilities for federal, state, local and
foreign taxes. Although we believe our approach to determine the appropriate tax treatment is supportable and in accordance
with relevant authoritative guidance, it is possible that a tax authority will take a final tax position that is materially different
than that which is reflected in our income tax provision. Such differences could have a material adverse effect on our income tax
provision or benefit, in the reporting period in which such determination is made and, consequently, on our results of operations,
financial position and / or cash flows for such period. The realization of our deferred tax assets ultimately depends on the
existence of sufficient income in either the carryback or carryforward periods under the tax law. We have concluded that a
Valuatron allowance on our U. S. and certaln forelgn ]urlsdlctlons net deferred tax assets continues to be approprrate n

axa ars-a ; XA - As ofDecernber 39—28 %92—3—2024 we had
net deferred tax assets of $9.8 —l—mrllron Due to s1gn1ﬁcant estimates utilized in establishing a valuation allowance and the
potential for changes in facts and circumstances, it is possible that we will be required to record a valuation allowance in future
periods. Our results of operations would be impacted negatively if we determine that an additional valuation allowance is
required in a future reporting period. If our goodwill or long- lived assets become impaired, our operating results could be
negatively impacted. Our goodwill and long- lived assets, including intangible assets, are susceptible to valuation adjustments as
a result of changes in various factors or conditions. We assess the potential impairment of goodwill on an annual basis.




Whenever events or changes in circumstances indicate that the carrying value may not be recoverable, we will be required to
assess the potential impairment of goodwill and other intangible assets. Factors that could trigger an impairment of such assets
include the following: ¢ changes in our organization or management reporting structure that could result in additional reporting
units, which may require alternative methods of estimating fair values or greater disaggregation or aggregation in our analysis by
reporting unit; ¢ significant under performance relative to historical or projected future operating results; ¢ significant changes in
the strategy for our overall business; ¢ significant negative industry or economic trends; ¢ significant decline in our stock price
for a quitamed perlod and our malket Capltahzatlon dechnmg to below net book Value As—a—resal-t—ef—t-he—temrm&t—teﬁ—e-f-t-he

adverse Changes in theqe or othel untme%eeable factors could result in addmonal 1mpa1rment charges that would 1mpact our
results of operations and financial position in the reporting period identified . Our senior secured term loan credit...... more
restrictive or less desirable to us|. Our financial results could fluctuate substantially due to the accounting for the Term Loan
that we measure at fair value. We have elected to account for the Term Loan under ASC 825" Financial Instruments." ASC 825
allows companies to account for certain financial assets and financial liabilities at fair value, with the change in fair value
recognized in net income (loss) in each reporting period. The data used for the measurement must reflect assumptions that
market participants would use in pricing the asset or liability. There is no current observable market for this debt instrument and,
as such, we determine the fair value of the debt instrument using a discounted cash flow model. The valuation model uses
various inputs, including the amount and timing of cash flows, expected interest rate and discount rate. Changes in the inputs for
this valuation model may have a material impact on the estimated fair value of the debt instrument accounted for under the fair
value option. The debt instrument accounted for under the fair value option may have a substantial effect on our balance sheet
and statement of operations from quarter to quarter and it is difficult to predict the effect on our future financial results, since
valuation of the debt instrument accounted for under the fair value option is based on factors largely outside of our control. The
effects may cause our financial results to fluctuate materially, which may cause our stock price to decline. See Note 5-6 to our
consolidated financial statements, Fair Value Measurements, for more information regarding the valuation of our outstanding
debt. Risks Related to our Dependence on Third Parties and Distribution Channels We-In recent years, we have increasingly

depend-depended on atimited-number-ofthird- party contract manufacturers ;-and-eurreputationrand-results-oef operations
weu}d—be—h&ﬂﬂed—rﬁt-hese—maﬂu-faeﬁtfefs—faﬁ—to meet—produce our fequﬁemeﬁts—We—&epend-eﬁ—a—hmﬁed-ntu%efef

s’ff&teg-tes—fer—}ew-—ve}ttme—productq t-hat—&re—net—dua-l—seufeed— T—he—These contract m&ﬂ&faef&ﬂﬁg—fer—eﬂﬁebets

Asia—'m—e&rl—y%@%%f—hese—manufactmem manage the qupply Chaln f01 all of the raw materlal% and prov1de all f"lClhtle% and labOI
required to manufacture our products. In addition-2025 , as-we will primarily depend on a single contract manufacturer,
Shenzhen 3irobotix Co., Ltd. d /b / a Picea ("' Picea"), located in China and Vietnam, to manufacture our products. Our
agreement with Picea is scheduled to expire on August 17, 2025, but it can be extended if both parties agree in writing.

Either part-party has the option efeur2624-operational-restraeturing-plan,-we-plan-to shifteertatnr-lower—value-eommodity
engineering-work-to-our-mantfacturing-partners-terminate the agreement for convenience with 180 days' advance written
notice . [f Picea these-eompantes-were-to-terminate-terminates their-its arrangements— arrangement with us or fait-fails to

provide the required manufacturing ramp up, production capacity , and product quality on a timely basis, there would be a
disruption in manufacturing our products until replacement contract manufacturing services could be obtained or volume
transferred to an alternative manufacturing partner, each of which is a costly and time- consuming process. We cannot assure
you that we would be able to establish alternative manufacturing arrangements on acceptable terms or in a timely manner. ¥e
are-dependent-on-Any significant interruption in manufacturing at Picea would reduce the supply of our products, which
could cause a hmited-namber-delay in fulfillment of sappliers-our orders for— or various-eomponentsused-breach of our
agreements with distribution partners, which in turn would reduce our revenue. Any adverse change in Picea' s financial

or busmess condltlons could dlsrupt our ability to supply our products yant-we-mayfronttime-to-time-have-solesotree

aﬁd—epef&tﬂ&g—fesa-}ts— Our rehance on -t-hese—contract manufactul ers 1nclud1ng Plcea, involves certain product supply rlikq
including the following: ¢ lack of direct control over production capacity and delivery schedules; ¢ lack of direct control over
quality assurance, manufacturing yields and production costs; * lack of enforceable contractual provisions over the production
and costs of consumer products; * risk of loss of inventory Whlle mn tran%lt and ° rlsk of 1ncre"1§ed shipping and alr frelght costs
g 1nclud1ng asa reqult of rebelattacks on Commelmal ships 2 ; : 6 ditrg

interruption in the manufacture ot our product% Would be hkely to reqult in delays in shipment, lost sales and revenue and



damage to our reputation in the market, all of which would harm our business and results of operations. In addition, because our
purchase contracts with sapphers-contract manufacturers are typically denominated in U. S. dollars, changes in currency
exchange rates may 1mpact our Sﬁpp-hefs—contract manufacturers who operate in local Currency, which may cause our

our outsourced manufacturers obtain hardware Components various subsystems raw materials and batterres from a limited
group of suppliers, some of which are sole suppliers. We do not have long- term agreements with these suppliers obligating
them to continue to sell components or products to us. If we or our outsourced manufacturers are unable to obtain components
from third- party suppliers in the quantities and of the quality that we require, on a timely basis and at acceptable prices, we may
not be able to deliver our products on a timely or cost- effective basis to our customers, which could cause customers to
terminate their contracts with us, reduce our gross margin and seriously harm our business, results of operations and financial
condition. The supply of components and raw materials to us and our outsourced manufacturers, as well as our ability to
efficiently receive inbound inventory and ship products to customers at customary costs, may be negatively affected by
military conflicts, political or social instability or terrorism. For example, following the recent outbreak of conflict in the
Middle East, there has been an increase in attacks on commercial ships transiting the Red Sea, disrupting an important
global trade route. These disruptions have affected global ocean freight traffic, leading to shipping delays and higher
freight costs. Although we have not yet experienced significant disruptions to our supply chain, continued or intensified
hostilities in the Middle East or disruptions to other global trade routes could increase shipping times and ocean and air
freight rates. This could adversely affect our delivery schedules, raise our costs, and harm our business, brand and
financial and operating results. Moreover, if any of our suppliers become financially unstable, we may have to find new
suppliers. It may take several months to locate alternative suppliers, if required, or to re- tool our products to accommodate
components from different suppliers. We may experience significant delays in manufacturing and shipping our products to
customers and incur additional development, manufacturing and other costs to establish alternative sources of supply if we lose
any of these sources. We cannot predict if we will be able to obtain replacement components within the time frames that we
require at an affordable cost, or at all. In addition, our lack of long- term agreements with certain component suppliers has
caused us to purchase certain long- lead- time components well in advance of consumer demand. This added inventory increases
the strain on our liquidity, as well as the risk of inventory becoming excess ane-or obsolete. Conflicts with our channel and
distribution partners could harm our business and operating results. The expansion of our direct- to- consumer channel could
alienate some of our channel partners and cause a reduction in product sales from these partners. Channel partners may perceive
themselves to be at a disadvantage based on the direct- to- consumer sales offered through our website. Due to these and other
factors, conflicts in our sales channels could arise and cause channel partners to divert resources away from the promotion and
sale of our products Any of these situations could adversely 1mpact our business and results of operatrons —I-f—we—fa-rl—te

We do not have long term contracts regarding purchase Volumes with any of our retail partners As a result, purchases
generally occur on an order- by- order basis, and the relationships, as well as particular orders, can generally be terminated or
otherwise materially changed at any time prior to delivery, by our retail partners. A decision by a major retail partner, whether
motivated by competitive considerations, financial difficulties, economic conditions or otherwise, to decrease its purchases from
us, to reduce the shelf space for our products or to change its manner of doing business with us could significantly damage our
consumer product sales and negatively impact our business, financial condition and results of operations. In addition, during
recent years, various retailers, including some of our partners, have experienced significant changes and difficulties, including
consolidation of ownership, increased centralization of purchasing decisions, restructuring, bankruptcies and liquidations. These
and other financial problems of some of our retailers increase the risk of extending credit to these retailers. A significant adverse
change in a retail partner relationship with us or in a retail partner ='s financial position could cause us to limit or discontinue
business with that partner, require us to assume more credit risk relating to that partner ' s receivables or limit our ability to
collect amounts related to previous purchases by that partner, all of which could harm our business and financial condition.
Disruption of the iRobot on- line store could also decrease our consumer robot sales. Risks Related to our Legal and Regulatory
Environment There is Stgnifteant-significant developmentsint—S—uncertainty about the future of trade relationships
around the world, including potential changes to trade laws and regulations, trade policies have-had-, and tariffs. For
example we-expeet-will-continue-to-have-, amatertal-adverse-effeeteffective February 4, 2025, the U. S. government
1mplemented an addltlonal 10 % tarlff on eufbttsrness—ﬁﬂaﬁeia-l-eeﬁdrt-ren—goods belng 1mp0rted from Chlna and féSﬂl-ts—ef

feneget-rafe— in response er—pefen&a-l—lry—teﬁﬁmate— atfrextstingb
foretgneountries—Effeetive-September24;2048;-the Chinese U—S—government 1mplemented a -1-9—15 % tariff on certain goods

being imported into China from China;-which-inetude-the-majority-of those—- the U imported-byus-. S. These—- The tariffs
wefe—rnefeased-te-new Pres1dent1al Admlnlstratlon has also announced addltlonal 25 % en—May—l—G,—E@-lQ—a-nd—wefe—s}ated—te

A o o ed ates d stered-anevw—teade-aereermen

tariffs en—for goods impor ted into the U. S. hom Ghma—rem&r—n—Mexmo and Canada beglnnlng n p}aee—fme}ud-mg—March
2025. We cannot predict what additional actions may ultimately be taken by the U. S. or the-other governments with
respect to tariffs deseribed-above)-or trade relations , and-what products may be subject to such actions, or what actions
may be taken by the other countries in retaliation. The imposition of additional tariffs or other trade barriers could
increase our costs in uneertainty—---- certain remains-as-markets and may cause our customers to find alternative sourcing
or could make it more difficult for us to sell our products in some markets or to some customers, which may result in




declines in our sales and operating income. Changes or proposed changes in U. S. or the-other short—term-countries' trade
policies may result in restrictions and teng—ternreconomic disincentives on international trade. Tariffs, economic
sanctions and other changes in U S trade pohcy have in the past and could 1n the future e-ﬁeeeﬁemie-trlgger retallatory

tariffs, and other governmental action relatlng to international trade agreements or policies, -ha-ve—may directly or indirectly
adversely impaeted-- impact demand for our products, our costs, cu%tomerq Suppher% dlqtrlbutorq reqelleli and / or the U. S.
economy or certain sectors thereof and, as a result, may hav v y d v
impact our business, financial condition and results of operations. It remains uncleal what the U. S or fmelgn governments
will or will not do with respect to tariffs, international trade agreements and policies on a short- term or long- term basis. We
cannot predict future trade policy, whether exclusions will be reinstated, or the terms of any renegetiated-new trade agreements
and their impacts on our business . Further, any emerging protectionist or nationalist trends (whether regulatory- or
consumer- driven) either in the United States or in other countries could affect the trade environment. The new tariff
increases on imports to the United States, including from China, should they be implemented and sustained for an
extended period of time, would have a significant adverse effect on our supply chain and financial and operating results .
The adoption and expansion of trade restrictions, the occurrence of a trade war, or other governmental action related to tariffs or
trade agreements or policies has the potential to farther-adversely impact demand for our products, our costs, our customers, our
suppliers, and the U. S. economy, which in turn could farther-adversely impact our business, financial condition and results of
operations. In response to international trade policy, as well as other risks associated with concentrated manufacturing in China,
we relocated a meaningful portion of our supply chain from China te-Malaysta-. We plan on manufacturing only a limited
number of accessories in China that are U. S. bound, and no robots. Over time, we anticipate relocating the manufacture
of these remaining accessories outside of China . Such relocation activities increase costs and risks associated with
establishing new manufacturing facilities , and any additional or increased tariffs may nonetheless result in compression on
our margin on products sold and pricing pressures on our products. Any additional or increased tariffs may in the
future cause us to further increase prices to our customers which we believe has reduced, and in the future may reduce,
demand for our products . Global economic conditions and any associated impact on consumer spending could have a
material adverse effect on our business, results of operations and financial condition. Continued economic uncertainty and
reductions in consumer spending, particularly in certain international markets such as the European Union and Japan, may result
in reductions in sales of our consumer robots. Additionally, disruptions in credit markets may materially limit consumer credit
availability and restrict credit availability of our retail customers, which would also impact purchases of our consumer robots.
Any reduction in sales of our consumer robots, resulting from reductions in consumer spending or continued disruption in the
availability of credit to retailers or consumers, could materially and adversely affect our business, results of operations and
financial condition. Because we are an increasingly global business that in fiscal 2024, 2023 ;and 2022 and-26245-generated
approximately 51. 2 %, 51. 9 %, and 48. 0 %o;and-54-8"%, respectively, of our total revenue from sales to customers outside of
the United States, we are subject to a number of additional risks including foreign currency fluctuations. These foreign currency
fluctuations may make our products more expensive to our distributors and end customers, which in turn may impact sales
directly or the ability or willingness of our partners to invest in growing product demand. Our primary exposure to movements
in foreign currency exchange rates relates to non- U. S. dollar denominated sales and operating expenses worldwide. Weakening
of foreign currencies relative to the U. S. dollar could adversely affect the U. S. dollar value of our foreign currency-
denominated sales and earnings, and lead us to raise international pricing, which may reduce demand for our products. In some
circumstances, for competitive or other reasons, we may decide not to raise local prices to fully offset the strengthening of the

U. S. dollar, or for any other reason, which would adversely affect the U. S. dollar value of our foreign currency denominated
sales and earnings. Conversely, a strengthening of foreign currencies relative to the U. S. dollar, while generally beneficial to
our foreign currency- denominated sales and earnings, could cause us to reduce international pricing, inreartosses-enourforetgn

eurreney-dertvative-nstraments;-and incur increased operating expenses, thereby limiting any benefit. Additionally,
qtrengthemng of fmelgn currenc1e§ may also i increase our cost of product component% denominated in those currencies, thus

spfead-rﬂg—t-he—ﬂskaefes‘s—sevefa-l—msﬂ&r&eﬁs— We are %ubject to a variety of U. S and forelgn lawq and regulatlom that are

central to our business; our failure to comply with these laws and regulations could harm our business or our operating results.
We are or may become subject to a variety of laws and regulations in the United States and abroad that involve matters central to
our business, including laws and regulations regarding consumer protection, advertising, electronic commerce, intellectual
property, product liability, manufacturing, anti- bribery and anti- corruption, and economic or other trade prohibitions or



sanctions. In the EU, recent changes to consumer protection laws and regulations have resulted in significant increases in the
fines for non- compliance. We may also become subject to new EU laws mandating transparency for users of artificial
intelligence systems. The tnereasingly-global nature of our business operations subjects us to domestic and foreign laws and
regulations such as the U. S. Foreign Corrupt Practices Act, the U. K. Bribery Act, and similar anti- bribery and anti- corruption
laws in other jurisdictions Our products are also subject to U. S. export controls, including the United States Department of
Commerce =' s Export Administration Regulations and various economic and trade sanctions regulations established by the
Treasury Departrnent s Ofﬁce of Foreign Assets Controls —na : ; : rat-a

stgniﬁearrt—ﬁnes—fbr—fief}—eemphartee— These current and future data privacy laws and regulations may unpede our 1n1t1atives

designed to deliver targeting marketing. Given the increasing number of foreign laws to which we are subject and the high level
of complexity of these laws, there is a risk that some provisions may be inadvertently breached by us or by our subsidiaries, for
example through fraudulent or negligent behavior of individual employees, our failure to comply with certain formal
documentation requirements, or otherwise. If we incur liability for noncompliance under these laws or regulations, we may be
forced to implement new measures to reduce our exposure to this liability. This may require us to expend substantial resources or
to discontinue certain products or services, which would negatively affect our business, financial condition, and operating
results. In addition, any negative publicity directed to us as a result of lawsuits, regulatory proceedings, and legislative proposals
could harm our brand or otherwise impact the growth of our business. Any costs incurred as a result of compliance efforts or
other liabilities under these laws or regulations could harm our business and operating results. We may incur costs in complying
with changing tax laws in the United States and abroad, which could adversely impact our cash flow, financial condition and
results of operations. We are a U. S.- based company subject to taxes in multiple U. S. and foreign tax jurisdictions. Our profits,
cash flow and effective tax rate could be adversely affected by changes in the tax rules and regulations in the jurisdictions in
which we do business, unanticipated changes in statutory tax rates and changes to our global mix of earnings. Environmental
laws and regulations and unforeseen costs could negatively impact our future earnings. The manufacture and sale of our
products in certain states and countries may subject us to environmental and other regulations. We also face increasing
complexity in our product design as we adjust to legal and regulatory requirements relating to our products. There is no
assurance that such existing laws or future laws will not impair future earnings or results of operations. Business disruptions
resulting from international uncertainties could negatively impact our profitability. We derive, and expect to continue to derive,
a significant portion of our revenue from international sales in various European and Asian markets, and Canada. For fiscal
2024, 2023 sand 2022 and2024-, sales to non- U. S. customers accounted for 51. 2 %, 51. 9 %, and 48. 0 %;-and-5+-8% of
total revenue, respectively. We expect that international revenues will continue to account for a significant percentage of our
revenues for the foreseeable future. Our international revenue and operations are subject to a number of material risks,
including, but not limited to: « difficulties in staffing, managing and supporting operations in multiple countries; ¢ difficulties in
enforcing agreements and collecting receivables through foreign legal systems and other relevant legal issues; * fewer legal
protections for intellectual property; ¢ foreign and U. S. taxation issues, tariffs, and international trade barriers; ¢ difficulties in
obtaining any necessary governmental authorizations for the export of our products to certain foreign jurisdictions; ¢ potential
fluctuations in foreign economies; * government currency control and restrictions on repatriation of earnings; ¢ fluctuations in
the value of foreign currencies and interest rates; ¢ general economic and political conditions in the markets in which we
operate; « domestic and international economic or political changes, hostilities and other disruptions in regions where we
currently operate or may operate in the future; * changes in foreign currency exchange rates; * different and changing legal and
regulatory requirements in the jurisdictions in which we currently operate or may operate in the future; and ¢ our relationships
with international distributors, some of whom may be operating without written contracts. Negative developments in any of
these areas in one or more countries could result in a reduction in demand for our products, the cancellation or delay of orders
already placed, threats to our intellectual property, difficulty in collecting receivables, and a higher cost of doing business, any
of which could negatively impact our business, financial condition or results of operations. Moreover, our sales to customers
outside the United States are primarily denominated in Euro and Japanese Yen and fluctuations in the value of foreign
currencies relative to the U. S. dollar may make our products more expensive than other products, which could harm our
business. If we experience a disaster or other business continuity problem, we may not be able to recover successfully, which
could cause material financial loss, loss of human capital, regulatory actions, reputational harm, or legal liability. If we or any
of our key suppliers, contract manufacturers, distributors or customers experience a local or regional disaster or other
business continuity problem, such as an earthquake, terrorist attack, pandemic or other natural or man- made disaster, our
continued success will depend, in part, on the availability of earpersonnel, ear-office and manufacturing facilities, and the
proper functioning of esr-computer, telecommunication and other related systems and operations. As-we-grow-Qur insurance



may not adequately cover losses resulting from such disruptions. Any expansion of our operations in new geographic
regions ;-will increase the potential for particular types of natural or man- made disasters, political, economic or infrastructure
instabilities, or other country- or region- specific business continuity risks iiereases-. For example, the COVID- 19 pandemic
nnpacted our supply charn and manufacturers resultrng ina drsruptlon in manufacturrng our products as—fuﬂheﬁdiseussed—l-n—t-he

v The effects of regulatrons relatrng to conﬂlct minerals may
adversely affect our busrness The SEC requires companies that use certain minerals and metals, known as conflict minerals, in
their products, whether or not these products are manufactured by third parties to research, disclose and report whether or not
such minerals originate from the Democratic Republic of Congo and adjoining countries. These requirements could adversely
affect the sourcing, availability and pricing of such minerals if they are found to be used in the manufacture of our products. In
addition, we continue to incur additional costs to comply with the disclosure requirements, including costs related to determining
the source of any of the relevant minerals and metals used in our products. Since our supply chain is complex, we may not be
able to sufficiently verify the origins for these minerals and metals used in our products through the due diligence procedures
that we implement, which may harm our reputation. In such event, we may also face difficulties in satisfying customers who
require that all of the components of our products are certified as conflict mineral free. Risks related-Related to our Intellectual
Property and Technology If we fail to protect, or incur significant costs in defending, our intellectual property and other
proprietary rights, our business and results of operations could be materially harmed. Our success depends on our ability to
protect our intellectual property and other proprietary rights. We rely primarily on patents, trademarks, copyrights, trade secrets
and unfair competition laws, as well as license agreements and other contractual provisions, to protect our intellectual property
and other proprietary rights. Significant technology used in our products, however, is not the subject of any patent protection,
and we may be unable to obtain patent protection on such technology in the future. Moreover, existing U. S. legal standards
relating to the validity, enforceability and scope of protection of intellectual property rights offer only limited protection, may
not provide us with any competitive advantages, and may be challenged by third parties. In addition, the laws of countries other
than the United States in which we market our products may afford little or no effective protection of our intellectual property.
Patents which may be granted to us in certain foreign countries may be subject to opposition proceedings brought by third
parties or result in suits by us, which may be costly and result in adverse consequences for us. Accordingly, despite our efforts,
we may be unable to prevent third parties from infringing upon or misappropriating our intellectual property or otherwise
gaining access to our technology. Unauthorized third parties may try to copy or reverse engineer our products or portions of our
products or otherwise obtain and use our intellectual property. If we fail to protect our intellectual property and other proprietary
rights, our business, results of operations or financial condition could be materially harmed. In addition, defending our
intellectual property rights may entail significant expense. We believe that certain products in the marketplace may infringe our
existing intellectual property rights. We have, from time to time, resorted to legal proceedings to protect our intellectual property
and may continue to do so in the future. For example, on October 15, 2019, we initiated a patent infringement lawsuit in federal
district court in Massachusetts against SharkNinja Operating LLC and its related entities (" SharkNinja") for infringement of
five patents for technology related to robotic vacuum cleaners. fraddition-During the third quarter of fiscal 2024 , the

lltlgatlon w1th We—seught—a—pfehmmary—mymeﬁeﬁ—agamst—SharkNrnja for-infringement-of three-U-—S—patents—SharkNinja-has-in

-Shaﬁeija—has—appea-}ed—t-his—fu-l-tﬂg— T ere is no guarantee that we W111 prevarl on other patent 1nfr1ngernent Clalms against th1rd

parties. We may be required to expend significant resources to monitor and protect our intellectual property rights. The
intellectual property ownership and license rights, including copyright, surrounding Al technologies, which we are increasingly
building into our products, have not been fully addressed by U. S. courts or other federal, state or foreign laws or regulations,
and the use or adoption of Al technologies in our products and services may expose us to copyright infringement or other
intellectual property misappropriation claims. In addition, any of our intellectual property rights may be challenged by others or
invalidated through administrative processes or litigation. If we resort to legal proceedings to enforce our intellectual property
rights or to determine the validity and scope of the intellectual property or other proprietary rights of others, the proceedings
could result in significant expense to us and divert the attention and efforts of our management and technical employees, even if
we were to prevail. In addition, in the United States certain of our patents have been, and may continue to be, challenged by inter
parte-partes review or opposition proceedings. If our patents are subjected to inter parte-partes review or opposition
proceedings, we may incur significant costs to defend them. Further, our failure to prevail in any such proceedings could limit
the patent protection available for our innovations. We may be sued by third parties for alleged infringement of their proprietary
rights, which could be costly, time- consuming and limit our ability to use certain technologies in the future. In the past we have
faced multiple lawsuits based on claims of patent infringement. If the size of our markets increases, we would be more likely to
be subject to claims that our technologies infringe upon the intellectual property or other proprietary rights of third parties. In
addition, the vendors from which we license technology used in our products could become subject to similar infringement
claims. Our vendors, or we, may not be able to withstand third- party infringement claims. Any claims, with or without merit,
could be time- consuming and expensive, and could divert our management =' s attention away from the execution of our
business plan. Moreover, any settlement or adverse judgment resulting from the claim could require us to pay substantial



amounts or obtain a license to continue to use the technology that is the subject of the claim, or otherwise restrict or prohibit our
use of the technology. There can be no assurance that we would be able to obtain a license from the third party asserting the
claim on commercially reasonable terms, if at all, that we would be able to develop alternative technology on a timely basis, if
at all, or that we would be able to obtain a license to use a suitable alternative technology to permit us to continue offering, and
our customers to continue using, our affected product. In addition, we may be required to indemnify our retail and distribution
partners for third- party intellectual property infringement claims, which would increase the cost to us of an adverse ruling in
such a claim. An adverse determination could also prevent us from offering our products to others. Infringement claims asserted
against us or our vendors may have a material adverse effect on our business, results of operations or financial condition. In
addition, we incorporate open source software into our products, and we may continue to incorporate open source software into
our products in the future. Open source software is generally licensed by its authors or other third parties under open source
licenses. Some of these licenses contain requirements that we make available source code for modifications or derivative works
we create based upon the open source software, and that we license such modifications or derivative works under the terms of a
particular open source license or other license granting third parties certain rights of further use. If an author or other third party
that distributes open source software that we use or license were to allege that we had not complied with the conditions of the
applicable license, we could be required to incur significant legal expenses defending against those allegations and could be
subject to significant damages, enjoined from offering or selling our products that contained the open source software and
required to comply with the foregoing conditions. Any of the foregoing could disrupt and harm our business and financial
condition. Cybersecurity risks could adversely affect our business and disrupt our operations. The threats to network and data
security are increasingly diverse and sophisticated. Despite our efforts and processes to prevent ecybersecurity incidents and
data breaches, our devices, as well as our servers, computer systems, and those of third parties that we use in our operations are
vulnerable to intentional or inadvertent insider personnel and vendor misconduct, cybersecurity risks, including cyber
attacks such as viruses and worms, phishing attacks, distributed denial- of- service attacks, ransomware, and similar disruptions
from unauthorized tampering with our servers and computer systems or those of third parties that we use in our operations,
which could lead to interruptions, delays, loss of critical data, and loss of consumer confidence. In addition, we have in the past
and may in the future be the target of numerous attack vectors and methods, including email scams that-, social
engineering, smishing, vishing, and identity spoofing, which attempt to acquire sensitive information or company assets.
Despite our efforts to create security barriers to such threats, we may not be able to entirely mitigate these risks. These threats
may be increased due to work- from- home policies implemented by us and our customers, suppliers and distributors. Any cyber
attack that attempts to obtain our data and assets, disrupt our service, or otherwise access our systems, or those of third parties
we use, if successful, could adversely affect our business, operating results, and financial condition, be expensive to remedy, and
damage our reputation. Our contracts may not contain limitations of liability, and even where they do, there can be no
assurance that limitations of liability in our contracts are sufficient to protect us from liabilities, damages, or claims
related to our privacy and data security obligations. Further, our cyber insurance may not protect against all of the costs
and liabilities arising from a cyber attack. If we suffer cybersecurity incidents or data breaches involving the designs,
schematics or source code for our products, our brand, business and financial results could be adversely affected. We attempt to
securely store our designs, schematics and source code for our products as they are created. A breach, whether physical,
electronic or otherwise, of the systems on which this sensitive data is stored could lead to damage or piracy of our products. If
we or our partners are subject to data security breaches or ecybersecurity incidents , we may have a loss in sales or increased
costs arising from the restoration or implementation of additional security measures, either of which could materially and
adversely affect our brand, business and financial results. We operate our business in jurisdictions where intellectual property
theft or compromise is common. Currently, we maintain significant operations in €hina-Asia , where a majority of our products
are manufactured. Subject to contractual confidentiality obligations, we are required to share significant product design
materials with third- parties necessary for the design and manufacture of our products. We cannot be sure that our data or
intellectual property will not be compromised through cyber- intrusion, theft or other means, particularly when the data or
intellectual property is held by partners in foreign jurisdictions. Should our intellectual property be compromised, it may be
difficult to enforce our rights i in China and other foreign JurlSdlCthl’lS in whrch we operate 5 5 5

- ur latest floor cleanrng robots, as well as
addrtronal products in development collect store process, and use certain customer data, which subjects us to governmental
regulation and other legal obligations related to privacy, information security, and data protection, and any security breaches or
our actual or perceived failure to comply with such legal obligations could harm our business. We collect, store, process, and use
personal information and other user data, and we rely on third parties that are not directly under our control to do so as well. If
we experience a cybersecurity incident, or if our security measures, some of which are managed by third parties, are breached
or fail, unauthorized persons may be able to obtain access to or acquire sensitive user data, which may expose us to a risk of
loss, litigation, or regulatory proceedings. Depending on the nature of the information compromised, in the event of a
cybersecurity incident, data breach or other unauthorized access to or acquisition of our user data, we may also have
obligations to notify users about the cybersecurity incident or data breach , and we may need to provide some form of
remedy, such as a subscription to a credit monitoring service, for the individuals affected by the cybersecurity incident or data
breach . In addition, the regulatory environment surrounding information security and privacy is increasingly demanding, with
frequent imposition of new and changing requirements. For example, the EU *5-GDPR , UK GDPR, and the CCPA €alifernta
CensumerPrivaeyAetimpose significant requirements on how we collect, process and transfer personal data, as well as
significant fines for non- compliance. In the United States, at the federal level, failing to take appropriate steps to keep



consumers' personal information secure may constitute unfair acts or practices in or affecting commerce in violation of
Section 5 (a) of the Federal Trade Commission Act (the FTCA), 15 U. S. C § 45 (a). The FTC expects a company' s data
security measures to be reasonable and appropriate in light of the sensitivity and volume of consumer information it
holds, the size and complexity of its business and the cost of available tools to improve security and reduce
vulnerabilities. In addition, laws similar to the CCPA have been passed in numerous other states and other states have
proposed new privacy laws. State laws are changing rapidly and there are discussions in the U. S. Congress of new
comprehensive federal data privacy laws to which we could become subject to, if enacted. With respect to the collection
and processing of personal data relating to the European Union (" EU"), European Economic Area (" EEA") and
United Kingdom (" UK"), we are subject to the EU General Data Protection Regulation ("' EU GDPR"), the UK General
Data Protection Regulation (" UK GDPR"), as well as applicable data protection laws in effect in the Member States of
the EEA and in the UK (including the UK Data Protection Act 2018) which govern the processing of personal data in
connection with (a) the offering of goods or services to / the monitoring of the behavior of individuals in the UK and
EEA; or (b) the activities of any of our establishments in the UK or any EEA Member State. The UK' s data protection
regime is independent from but aligned to the EU' s data protection regime. In this Annual Report on Form 10- K,
references to'" GDPR" encompasses both the EU GDPR and UK GDPR, unless specified otherwise. The GDPR is wide-
ranging in scope and imposes numerous requirements on companies that process personal data, including requiring
additional disclosures to individuals regarding data processing activities, requiring that safeguards are implemented to
protect the security and confidentiality of personal data, limiting retention periods for personal data, creating
mandatory data breach notification requirements in certain circumstances, and requiring that certain measures
(including contractual requirements) are put in place when engaging third- party service providers. The GDPR also
imposes strict rules on the transfer of personal data to countries outside of the UK and EEA that do not ensure an
adequate level of protection, including the United States in certain circumstances, unless derogation exists or a valid
GDPR transfer mechanism (for example, the European Commission approved Standard Contractual Clauses (SCCs)
and the UK International Data Transfer Agreement or Addendum (UK IDTA) have been put in place, and transfer
impact assessments conducted. Any inability to transfer personal data from the UK or EEA to the United States in
compliance with data protection laws may impede our operations and may adversely affect our business and financial
position. Following the UK' s exit from the EU on January 31, 2020, or Brexit, there will be increasing scope for
divergence in application, interpretation and enforcement of the data protection laws between these territories. For
example, the UK introduced a Data (Use and Access) Bill into the UK legislative process with the intention for this bill to
reform the UK' s data protection regime following Brexit. If passed, the final version of the Data (Use and Access) Bill
may have the effect of further altering the similarities between the UK and EEA data protection regimes and threaten
the UK adequacy decision from the EU Commission allowing the free flow of personal data from the UK to the EEA,
which may lead to additional compliance costs and could increase our overall risk. This lack of clarity on future UK laws
and regulations and their interaction with those of the EEA could add legal risk, uncertainty, complexity, and cost to our
handling of European personal data and our privacy and security compliance programs, and could require us to
implement different compliance measures for the UK and EEA. Failure to comply with the requirements of the GDPR
and the related national data protection laws of the EEA Member States and the UK may result in fines up to € 20
million (£ 17. 5 million for the UK GDPR) or 4 % of a company' s global annual revenues for the preceding financial
year, whichever is higher. The GDPR also confers a private right of action on data subjects and consumer associations to
lodge complaints with supervisory authorities, seek judicial remedies, and obtain compensation for damages resulting
from violations of the GDPR. Complying with these European data protection laws may impose significant costs or
otherwise require us to divert resources or implement changes to our business processes, and any actual or perceived
non- compliance could result in significant penalties, claims and reputational damage. Compliance with changes in privacy
and information security laws and standards may result in significant expense due to increased investment in technology and the
development of new operational processes. Moreover, a growing number of legislative and regulatory bodies have adopted
consumer notification requirements in the event of unauthorized access to or acquisition of certain types of personal data. Such
breach notification and consumer privacy laws continue to evolve and may be inconsistent from one jurisdiction to another.
Complying with these obligations could cause us to incur substantial costs and could increase negative publicity surrounding
any incident that compromises user data. Further, we may be or become subject to data localization laws mandating that data
collected in a foreign country be processed and stored only within that country. Russia adopted such a law in 2014, and a similar
law became effective in China in November 2021. If other countries in which we have customers were to adopt a data
localization law, we could be required to expand our data storage facilities there or build new ones in order to comply. The
expenditure this would require, as well as costs of compliance generally, could harm our financial condition. Regulators and
legislators in the United States are also increasingly scrutinizing and restricting certain personal data transfers and
transactions involving foreign countries. For example, the Biden Administration' s executive order Preventing Access to
Americans' Bulk Sensitive Personal Data and United States Government- Related Data by Countries of Concern as
implemented by Department of Justice regulations issued in December 2024, prohibits data brokerage transactions
involving certain sensitive personal data categories, including health data, genetic data, and biospecimens, to countries of
concern, including China. The regulations also restrict certain investment agreements, employment agreements and
vendor agreements involving such data and countries of concern, absent specified cybersecurity controls. Any failure or
perceived failure by us to comply with any applicable federal, state or foreign laws and regulations relating to data
privacy and security could result in damage to our reputation, as well as proceedings or litigation by governmental
agencies or other third parties, including class action privacy litigation in certain jurisdictions, which would subject us to



significant fines, sanctions, awards, injunctions, penalties or judgments. Any of the foregoing could have a material
adverse effect on our business, financial condition, results of operations and prospects. Our products are complex and
could have unknown defects or errors, which may give rise to claims against us, diminish our brand or divert our resources from
other purposes. Our robots rely on the interplay among behavior- based artificially intelligent systems, real- world dynamic
sensors, user- friendly interfaces and tightly- integrated, electromechanical designs to accomplish their missions. Despite testing,
our new or existing products have contained defects and errors and may in the future contain defects, errors or performance
problems when first introduced, when new versions or enhancements are released, or even after these products have been used
by our customers for a period of time. These problems have and may continue to result in expensive and time- consuming
design modifications or warranty charges, delays in the introduction of new products or enhancements, significant increases in
our service and maintenance costs, exposure to liability for damages, mandatory or voluntary recall or product upgrades,
damaged customer relationships and harm to our reputation, any of which could materially harm our results of operations and
ability to achieve market acceptance. Our quality control procedures relating to the raw materials and components that we
receive from third- party suppliers as well as our quality control procedures relating to our products after those products are
designed, manufactured and packaged may not be sufficient. In addition, increased development and warranty costs, including
the costs of any mandatory or voluntary recall, could be substantial and could reduce our operating margins. The existence of
any defects, errors, or failures in our products could also lead to product liability claims or lawsuits against us. A successful
product liability claim could result in substantial cost, diminish our brand and divert management =' s attention and resources,
which could have a negative impact on our business, financial condition and results of operations. We use artificial intelligence
(" AI") in our business, and challenges with properly managing its use could result in reputational harm, competitive harm, and
legal liability, and adversely affect our results of operations. We have in the past and may in the future incorporate Al solutions
into our products and features, and these applications may continue to become increasingly important in our operations over
time. Our competitors or other third parties may incorporate Al into their products more quickly or more successfully than us,
which could impair our ability to compete effectively and adversely affect our results of operations. Additionally, if the content,
analyses, or recommendations that Al applications assist in producing are or are alleged to be deficient, inaccurate, or biased,
our business, financial condition, and results of operations may be adversely affected. Al technologies, including generative Al,
may create content that appears correct but is factually inaccurate or flawed, or contains copyrighted or other protected material,
and if our customers or others use this content to their detriment, we may be exposed to brand or reputational harm, competitive
harm, and / or legal liability. Developing, testing and deploying Al systems may also increase the cost profile of our products
due to the nature of the computing costs involved in such systems. The rapid evolution of Al including government
regulation of Al, requires significant resources to develop, test and maintain our products and features to help us
implement Al ethically in order to minimize unintended, harmful impact. A growing number of legislators and
regulators are adopting laws and regulations and have focused enforcement efforts on the adoption of Al, and use of such
technologies in compliance with ethical standards and societal expectations. These developments may increase our
compliance burden and costs in connection with use of AI and lead to legal liability if we fail to meet evolving legal
standards or if use of such technologies results in harms or other causes of action we did not predict. For example, the
EU' s Artificial Intelligence Act (" AI Act") entered into force on August 1, 2024, with most provisions becoming
effective on August 2, 2026. This legislation imposes significant obligations on providers and deployers of Al systems,
and encourages providers and deployers of Al systems to account for EU ethical principles in their development and use
of these systems. The scope of requirements depends on legal and risk determinations that rely on novel legal provisions
that have not yet been interpreted by courts or regulators, and non- compliance can lead to significant fines. Likewise, in
the U. S., several states, including Colorado and California, passed laws that will take effect in 2026 to regulate various
uses of AL If we develop or use Al systems governed by these laws or regulations, we will need to meet higher standards
of data quality, transparency, monitoring and human oversight, and we would need to adhere to specific and potentially
burdensome and costly ethical, accountability, and administrative requirements, with the potential for significant
enforcement or litigation in the event of any perceived non- compliance. Our vendors may also incorporate Al tools into
their offerings, and the providers of these Al tools may not meet existing or rapidly evolving regulatory or industry
standards, including with respect to privacy and data security. [n addition, the use of Al applications may result in,
cybersecurity incidents or data breaches that implicate the personal data of end users of such applications . Further, bad
actors around the world use increasingly sophisticated methods, including the use of Al, to engage in illegal activities
involving the theft and misuse of personal information, confidential information and intellectual property . Any such
cybersecurity incidents or data breaches related to our use of Al applications could adversely affect our reputation and results
of operations. Al also presents emerging ethical issues and if our use of Al becomes controversial, we may experience brand or
reputational harm, competitive harm, increased research and development costs, or legal liability. Any Fhe-rapid-evetation-of
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impact our business . Risks Related to Ownership of our Common Stock The market price of our common stock may fluctuate
significantly. The market price of our common stock has at times experienced substantial price volatility as a result of variations
between our actual and anticipated financial results, announcements by us and our competitors, projections or speculation about
our business or that of our competitors by the media or investment analysts or uncertainty about current global economic
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—The stock market asa whole also has
experrenced extreme price and Volume ﬂuctuatrons that have affected the market price of the common stock of many technology
companies in ways that may have been unrelated to such companies =' operating performance. In addition, the market price of
our common stock may be, and we believe recently has been, significantly impacted by investors covering large short positions
in our common stock. Furthermore, we believe the market price of our common stock should reflect future growth and
profitability expectations. If we fail to meet these expectations, the market price of our common stock may significantly decline.
In add1t10n there are many other factors that may cause the market price of our common stock to ﬂuctuate mcludmg -

: ating g ment— loss of key personnel;
actual or antlc1pated variations in our quarterly operatmg results including ﬂuctuatrons resultmg from changes in foreign
exchange rates, or the quarterly financial results of companies perceived to be similar to us; * deterioration and decline in general
economic, industry and / or market conditions; * announcements of technological innovations or new products or services by us
or our competitors; ¢ changes in estimates of our financial results or recommendations by market analysts; * announcements by
us or our competitors of significant projects, contracts, acquisitions, strategic alliances or joint ventures; and  changes in our
capital structure, such as future issuances of securities or the incurrence of additional debt. Our financial results often vary
significantly from quarter- to- quarter due to a number of factors, which may lead to volatility in our stock price. Our quarterly
revenue and other operating results have varied in the past and are likely to continue to vary significantly from quarter- to-
quarter in the future. These fluctuations may be due to numerous factors including: « the size, timing and mix of orders from
retail stores and distributors for our consumer robots; * the mix of products that we sell in the period; ¢ disruption of supply of
our products from our manufacturers; * disruptions to our supply chain due to inclement weather, pandemics, labor disruptions,
terrorism, hostile acts or other factors beyond our control; « seasonality in the sales of our products; ¢ the timing of new product
introductions; ¢ unanticipated costs incurred in the introduction of new products; ¢ costs and availability of labor and raw
materials; ¢ costs of freight and tariffs;  changes in our rate of returns for our consumer products; ¢ our ability to introduce new
products and enhancements to our existing products on a timely basis; and ¢ warranty costs associated with our consumer
products. We base our current and future expense levels on our internal operating plans and sales forecasts, including forecasts
of holiday sales for our consumer products. A significant portion of our operating expenses, such as research and development
expenses, certain marketing and promotional expenses and employee wages and salaries, do not vary directly with sales and are
difficult to adjust in the short term. As a result, if sales for a quarter are below our expectations, we might not be able to reduce
operating expenses for that quarter. Accordingly, a sales shortfall during a fiscal quarter, and in particular the fourth quarter of a
fiscal year, could have a disproportionate effect on our operating results for that quarter or that year. Because of quarterly
fluctuations, we believe that quarter- to- quarter comparisons of our operating results are not necessarily meaningful. Moreover,
our operating results may not meet expectations of equity research analysts or investors. If this occurs, the trading price of our
common stock could fall substantially either suddenly or over time. Provisions in our certificate of incorporation and by- laws or
Delaware law might discourage, delay or prevent a change of control of our company or changes in our management and,
therefore, depress the trading price of our common stock. Provisions of our certificate of incorporation and by- laws and
Delaware law may discourage, delay or prevent a merger, acquisition or other change in control that stockholders may consider
favorable, including transactions in which you might otherwise receive a premium for your shares of our common stock. These
provisions may also prevent or frustrate attempts by our stockholders to replace or remove our management. These provisions
include: ¢ limitations on the removal of directors; ¢ a classified board of directors so that not all members of our board are
elected at one time; * advance notice requirements for stockholder proposals and nominations; * the inability of stockholders to
act by written consent or to call special meetings; ¢ the ability of our board of directors to make, alter or repeal our by- laws; and
« the ability of our board of directors to designate the terms of and issue new series of preferred stock without stockholder
approval. The affirmative vote of the holders of at least 75 % of our shares of capital stock entitled to vote is necessary to amend
or repeal the above provisions of our certificate of incorporation. In addition, absent approval of our board of directors, our by-
laws may only be amended or repealed by the affirmative vote of the holders of at least 75 % of our shares of capital stock
entitled to vote. In addition, Section 203 of the Delaware General Corporation Law prohibits a publicly- held Delaware
corporation from engaging in a business combination with an interested stockholder, generally a person which together with its
affiliates owns, or within the last three years has owned, 15 % of our voting stock, for a period of three years after the date of
the transaction in which the person became an interested stockholder, unless the business combination is approved in a
prescribed manner. The existence of the foregoing provisions and anti- takeover measures could limit the price that investors
might be willing to pay in the future for shares of our common stock. They could also deter potential acquirers of our company,
thereby reducing the likelihood that you could receive a premium for your common stock in an acquisition.



