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Investing in our common stock involves a high degree of risk. You should carefully consider the risks and uncertainties
described below, as well as the other information in this Annual Report on Form 10- K, including our consolidated financial
statements and the related notes, and the section titled “ Management’ s Discussion and Analysis of Financial Condition and
Results of Operations, ”” before making an investment decision. The occurrence of any of the events or developments described
below could materially and adversely affect our business, financial condition, results of operations and growth prospects. In such
an event, the market price of our common stock could decline, and you may lose all or part of your investment. Additional risks
and uncertainties not currently known to us or that we currently believe are not material may also impair our business, financial
condition, results of operations and growth prospects. Economic, Industry and Strategic Risk To remain competitive and
stimulate consumer demand, we must successfully manage freqaent-the introduction of new preduet-products troduetions
and transitiens-services . Due to the quickly evolving and highly competitive nature of the home audio and broader consumer
electronics industry, we must freqaentty-continually introduce new products and services , enhance existing products and
serv1ces, and cllccu\ ely stimulate cuslomu demand f or new and-or Llp(’lddcd ploduels and services in both mature dnd

W v t . The successful mlloduetlon of these-produets-and-any
new products and services depends on a number of factors, such 1 as the timely and successful eomplcllon of dC\ Llopmcm
efforts , to-eorrespond-with-hmited-windows-fer-market in e -
assoetated-with-new produetintroduetions-and consumer acceptance pfe&ueﬁeﬂ—f&mp-—&p—rssues- me}udiﬂg—our ability to
accurately fereeastinng—-- forecast initial consumer demand, effeetively managing-the management of purchase commitments
and inventory levels, the management of manufacturing and supply costs, the management of any third- party strategic
alliances or collaborative partnerships related to development or commercialization, successful launch of complementary
products and services, and the risk that new preduet-products development-and services may have quality or other defects
in the early stages of introduction. New products and services can also affect the sales and profitability of existing
products and services as they may replace sales or shorten the life cycleof existing products and services. Accordingly, if
we cannot properly manage the introduction of new products and services, or-our eommeretatization-operating results,
financial condition, customer or partner relationships and reputation may be adversely impacted. This risk is heightened
with respect to introduction of new products and services planned for release during the holiday shopping season during
which we typically see a significant increase in consumer spending patterns. We face risks related to the adoption and
operations of our redesigned Sonos app. In May 2024, we launched an extensive redesign of our Sonos app and operating
system. We did this to provide our customers with a more modern user interface and a modular developer platform that
would allow us to deliver new and innovative customer experiences at a faster pace. Following the launch of our
redesigned Sonos app, certain of our customers and partners experienced missing features and performance issues,
including trouble with set up and general unreliability. These issues with the app have led to increased customer
complaints and dissatisfaction, including complaints expressed publicly on social media and elsewhere, and we believe
that the app rollout has led to decreased sales of our existing products and reputational harm. Since May 2024, we
addressed these issues with software updates to improve performance and add back certain features. Going forward, we
intend to prioritize software update releases to optimize and enhance our app. We cannot guarantee that we will be able
to release software updates on a cadence or with results that meet the expectations of our customers and partners.
Further, the issues resulting from the launch of the redesigned Sonos app , as well as the risk-thatneed to manage
challenges associated with maintaining and improving the operations of the app, may result, and have resulted, in
impacts to other areas of our business. For example, we delayed the introduction of two new products originally planned
for launch in the fourth fiscal quarter of 2024 until October 2024, negatively impacting fourth quarter sales. Moreover,
we expect to incur short- term costs of up to $ 30 million as part of our efforts to improve the app experience and address
the concerns of our customers and partners, including increasing customer support staff and taking other measures to
engage with and support customers and partners. If the quality and user experience of the Sonos app and related
services do not meet the expectations of our customers and partners, or if we cannot successfully address the concerns
raised by our customers and partners related the redesigned Sonos app, our operating results, financial condition,
customer or partner relationships and reputation may be further adversely impacted. We have guatity-er-incurred
operating losses in other—- the defeets-past, may incur operatmg losses in the future, and e&r}y—st&ges—e%rﬂtfe&ueﬁeﬂ—eﬂmv

not achieve a return t-he—m&rket—&eeept&ﬂee—neeess&w—u
t-he—sa-}es—&ﬁd—pm 1tab1111y in ofext i

2()22 we had a net loss of S 10. 7> mllllon in fiscal 2()2? and a net loss of $ 38 1 mllllon in fiscal 2024 . As 01 Septcmbu 36-28
., 2623-2024 , we had an accumulated deficit of $ 42-50 . 8-9 million. In order We-expeet-our-operating-expenses—o grow



1 operations-and-business, we need to successfully execute on our product roadmap and

tnerease-irthe-future-as-we-expand-ou
strategy —We-ptan-to-, which requires that we make ongoing investments future-expendituresrelated-to-the-expansionrofour
business-and-ourproduet-offerings-, including mvestments-in —sresearch and development efforts to continue to introduce

innevative-new or produets;-enhanee-enhanced existing-products and improve-services, in our eustomers™Hstening-experienee;
-proprietary software, app and operating system, and in sales and marketing efforts to expand our global brand awareness,
promote new products, increase our customer base and expand sales within our eXlstmg customer base +. While we have taken
and intend to continue to take actlons to moderate operatmg ah-4 : :
admintstrative-cxpenses 3 g e ab )
potential efforts and future mvestments may be more costly than we expect, ﬁeed-te—rnerease-emhreveﬂue—and we cannot
guarantee assufe—yeu—that we w111 be able to mcrease our revenue to offset our operating expenses do-so;partietlarty-during
7 Our abilityrevenue may decline for a number of reasons,

mcludmg reduced demand for our products and services, increased competition, and macroeconomic conditions. If our
revenue does not grow at a greater rate than our operatmg expenses, we will not be able to achicve revente-growth-wilt

ap-and maintain proﬁtablhty str&tegy—aﬂd—te-deteﬁﬁme—t-he

unable to dccurately anticipate market demdnd for our products we may have difficulty managing our production dnd inventory
and our operating results could be harmed. We must forecast production and inventory needs in advance with our suppliers and
manufacturers, and our ability to do so accurately could be affected by many factors, including changes in eustomer-consumer
demand and spending patterns, new product introductions, sales promotions, channel inventory levels, and general economic
and political conditions. If we fail to accurately forecast consumer demand, we may experience manufacturing delays or
inefficiencies, increased costs, cxcess inventory levels or a shortage of prodmts av dlldble for sale, ei-t-hefall of which could
adversely impact our operating results and financial condition. We
pandemtie;we-have in reeently—- recent seen-periods experienced, and may contlnue to experlence, a se-fteﬂrﬁg—ef—decrease
in consumer demand. As a result, we have had to, and may continue to, write- down or write- off inventory or sell the excess
inventory at discounted prices, which has, and could in the future, cause our gross margin to suffer. In addition, excess inventory
has, and may in the future, result in reduced working capital, which could adversely affect our ability to invest in other important
areas of our business such as marketing and product development. If our channel partners have excess inventory of our products,
they may decrease their purchases of our products in subsequent periods. In addition, in the event of excess inventory , including
excess component inventory, we may be unable to renegotiate our agreements with existing suppliers on mutually acceptable
terms. Although in certain instances our agreements with certain suppliers allow us the option to cancel, reschedule, and adjust
our requirements based on our business needs, our loss contingencies may include liabilities for contracts that we cannot cancel,
reschedule or ddju%t with suppllers or partners We may also deem it necessary or advisable to reneootldte agreements w1th our

impact on consumer discretionary spendm;: could hdve a mdterlal adverse eﬁect on our business, results of opeldtlons and

financial condition. Qur products Geﬂﬁnued—g-}eba-l—eeeﬂeﬂﬂe—uﬂeeﬁ&mty—and fedueﬁeﬁs—rn-servwes may be con51dered

consumer discretionary items spending-and-eons onfidenee-me of-our-prodt es-. Factors
affecting the level of consumer spendm;: for consumer dlscretlonary 1tems etu'—pfe&uets—aﬂd—seﬁtees—mclude General economic
conditions, including the potential for an extended global recession, global economic and political uncertainty, continued
inflationary pressures, risirg-high interest rates , consumer confidence and, in certain markets, foreign currency exchange rate
fluctuations. As global economic conditions continue to be volatile or economic uncertainty remains, trends in consumer
discretionary spending also remain unpredictable. Unfavorable economic conditions may lead consumers to delay or reduce
purchases of our products and services and consumer demand for our products and services may not grow as we expect. Any
reduction in sales of our products and services resulting from reductions in consumer discretionary spending could have an
adverse effect on our business, financial condition, and operating results. The success of our business depends in significant
part on the sale of our smart speakers and our ability to establish and maintain market share. We generate a substantial
majority of our revenue from the sale of our smart speakers, particularly wireless speakers and home theater soundbars.
As a result, the success of our business and our operating results depend in significant part on the demand for smart
speakers and our success in further penetrating the smart speaker market. To succeed in this market, we will need to
develop and introduce innovative new products, enhance existing products, anticipate consumer preferences and engage
in effective sales and marketing efforts, which may require significant financial investment in advance of anticipated
sales. Even if we are successful in these efforts, demand for smart speakers may be affected by external factors such as



macroeconomic conditions and changes in consumer spending habits. The home audio and consumer electronics industries
are highly competitive. The markets in which we operate are extremely competitive and rapidly evolving, and we expect that
competition will intensify in the future. Our competition includes established, well- known sellers of audio products spealkers
and-seund-systems-such as Bose, Samsung (and its subsidiaries Harman International and JBL), Sony, Bang & Olufsen ,
Sennheiser, Apple, Google, Amazon , and Masimo ("lnd its sub§1d1ary Sound United that owns, among others, the Denon, Polk
Audio and Bowers and Wilkens brands) v as
Goegle-. We could also face competition from new market entrants, some of Whom mlght be current partners of ours. Many of
our competitors have greater financial, technical and marketing resources than we do, which may allow them to more
frequently introduce new products and services, invest more in research and development, incorporate technological
advances into their products and services on a faster basis including artificial intelligence ("' AI"') technology, improve
the performance of their products and services more frequently, implement and sustain aggressive pricing policies, have
access to broader sales and distributions channels and the ability to exert more influence over these channels, and
expend more on sales and marketing efforts. [n erder-particular, we have seen our competitors sell their products at a
significant discount to ours from time to time. In addition, many of our competitors may subsidize the prices of speaker
products and seek to monetize their customers through the sale of additional services rather than the speakers
themselves. Our ablllty to compete successfully depends on our ablhty to 1ntr0duce and deliver products and services that
appeal to g v and-to-ov

CONSuUMers may-a

we—n&ust—lncludlng by

develop-developing superior and innovative technology, offerlng a dlfferentlated customer experience, including through
our app, aﬁt—tei-pa—te-antlclpatlng 1ncre’19mg1y dlverse consumer tastes and r"lpldly deve}ep—developlng dttractwe products and

themsebves—Even if we are able to eff1c1ent1y develop and offer 1nnovat1ve product% and services at competmve selhng prices,
our operating results and financial condition may be adversely impacted if we are unable to effectively anticipate and counter
the ongoing price erosion that frequently affects the highly competitive consumer produets-electronics industry or if the
average selling prices of our product% and services decrease faster than we are able to reduce our manufacturlng costs. We
Ay sres : hies avata the
fact t-ha-n—that a relatlvely hlgh percentage of consumers may already own or use products that they perceive to be similar
vat 0 s sproduets-that we offer eause-the-demand-for-ourproduets
te—eleel-rne— etuLCertaln of our competltors hdve est"lbh@hed or may est"lbh@h cooperative relationships among themselves or
with third parties to increase the abilities of their products to address the needs of our prospective customers, and other
companies may enter our markets by entering into strategic relationships with our competitors. A failure to effectively anticipate
and respond to these established and new competitors may adversely impact our business and operating results. Further, our
current and prospective competitors may consolidate with each other or make acquisitions that would intensify the
competition that we face, including by aequire-acquiring companies that will allow them to develop products that better
compete with our products, shiek-or that would intensify-the-eompetition-that-we-faee-and-may-also-disrupt er-our tead-to
termination-business, including by acquiring one of our distribution, technology ane-or content partnerships-—--- partners .
For example, if one of our competitors were to acquire one of our content partners, the consolidated company may decide to
disable the streaming functionality of its service with our products. If we are unable to compete with these consolidated
companies or if consolidation in the market disrupts our partnerships or reduces the number of companies we partner with, our
business would be adversely affected. Our investments in research and development may not yield the results expected. Our
business operates in intensely competitive markets characterized by changing consumer preferences and rapid technological
innovation. Due to advanced technological innovation and the relative ease of technology imitation, new products and services
tend to become standardized more rapidly, leading to more intense competition and ongoing price erosion. In order to strengthen
the competitiveness of our products in this environment, we continue to invest heavily in research and development , including
to develop new products and services and enhance existing products and services. We must also continue to invest
significant resources into maintaining and enhancing our software and platform . However, these investments may not
yield the innovation or the results expected on a timely basis, or our competitors may surpass us in technological innovation,
hindering our ability to timely commercialize new and competitive products that meet the needs and demands of the market,
which consequently may adversely impact our operating results as well as our reputation. If we are not successful in continuing
to expand our direct- to- consumer sales channel by driving consumer traffic and consumer purchases through our website, our
business and results of operations could be harmed. We have invested significant resources in our direct- to- consumer sales
channel, primarily through our website and our app , and our future growth relies, in part, on our continued ability to attract
consumers to this channel, which has and will continue to require significant expenditures in marketing, software development
and infrastructure. If we are unable to continue to drive traffic to, and increase sales through, our website and our app , our
business and results of operations could be harmed. The continued success of direct- to- consumer sales through our website is
subject to risks associated with e- commerce, many of which are outside of our control. Our inability to adequately respond to
these risks and uncertainties or to successfully maintain and expand our direct- to- consumer business via our website and our
app may have an adverse impact on our results of operations. the-typieatty-slowersummer-months-We experience seasonal
demand for eeetir—- our products,and if our sales in the-fourth-quarter-ofhigh- demand periods are below our forecasts
fiseal-year-Historieally-, our revenue-has-beerroverall financial condition and operating results could be adversely




affected.Our business is seasonal,and we have historically experienced significantly higher revenue in our first fiscal
quarter due to increased consumer spending patterns during the holiday season. Given the seasonal nature of our
sales,accurate forecastlng is crltlcal to our busmess. Any shortfalls in expected flrst frscal quarter revenue —éue—te

our annual operating results to suffer srgnrflcantly In addition,if we farl to accurately forecast customer demand f0r the holiday
season,we may experience excess inventory levels or a shortage of products available for sale,which could further harm our
financial condition and operating results. Our efforts to expand beyond our core preduet-offerings and offer products and
services with wider applications may not succeed and could adversely impact our business . We have, and may in the future
continue to, seek to expand beyond our core offerings seund-systems-and develop products and services that have wider
applications outside of home sound ;-sueh-as-eommeretaloroffiee- For example, in April 2023, we introduced Sonos Pro, our
new audio subscription service for businesses and, in June 2024, we introduced Sonos Ace, our new headphones product
and entry into the personal listening category . Developing these products and services has and would require us to devete
substantial-additional-make s1gn1ﬁcant ﬁnanclal and resourees— resource investments . and our ability to successfully
establish meaningful v market share for these products and
services is unproven. It is hkely that we would need to hire additional personnel partner with new third parties and incur
con51derable research and development expenses to pursue such an expansion suecessfully We may-havetess-famiharity-with

0 P P : d-we-could encounter difficulties in
attracting-new-eustomers-gaining market acceptance for these products and serv1ces due to lower levels of eensumer-brand
recognition and potentially less familiarity by us with eur-brand-consumers preferences in these markets . As a result, we
may not be successful in future efforts to achieve profitability from new markets, services or new types of products, and our
ability to generate revenue from our existing products and services may suffer. If any such expansion does not enhance our
ability to maintain or grow our revenue or recover any associated development costs, our operating results could be adversely
affected . We experience seasonal demand for our...... of their own as further described herein . If market demand for streaming
music does not grow as anticipated or the availability and quality of streaming services does not continue to increase, our
business could be adversely affected. A large preportion—-- portion of our customer base uses our products to listen to content
via subscription- based streaming music services. Accordingly, we believe our future revenue growth will depend in signifteant
part on the continued expansion of the market for streaming music. The success of the streaming music market depends on the
quality, reliability and adoption of streaming technology and on the continued success of streaming music services such as Apple
Music, Spotify, Deezer, and Pandora. If the streaming music market in general fails to expand or if the streaming services that
we partner with are not successful, demand for our products may suffer and our operating results may be adversely affected. If
we are unable to protect our intellectual property, the value of our brand and other intangible assets may be diminished, and our
business may be adversely affected. Our success depends in part on our ability to protect our intellectual property and
other proprietary rights. \We rely-currently protect, and expect to continue to rely-en-protect, our intellectual property and
other proprietary rights through a combination of confidentiality and license agreements with our employees, consultants and
third - party patrttes-partners and with-whemwe-have-refationships;-as-welhas-patent, trademark, copyright and trade secret
protection laws sto-preteetourproprietaryrights-. In the United States and certain other countries, we have filed various
applications for certain aspects of our intellectual property, most notably patents. However, third parties may knowingly or
unknowingly infringe our proprietary rights or challenge our proprietary rights, and pending and future patent and trademark
applications may not be approved . We sand=we-may not be able to prevent infringement of our proprietary rights without
incurring substantial expense. Such infringement could have a material adverse effect on our brand, business, financial condition
and results of operations. We have initiated legal proceedings to protect our intellectual property rights, and we may file
additional actions in the future. For example, in January 2020 we filed a complaint with the ITC against Alphabet and Google
and a counterpart lawsuit in the U. S. District Court for the Central District of California against Google alleging infringement
of five Sonos patents, and in September 2020 we filed another lawsuit against Google alleging infringement of an additional
four Sonos patents. See Note +2-13 . Commitments and Contingencies of the notes to our consolidated financial statements
included elsewhere in this AnnwalReporten-Form 10- K for further details. The cost and effort of defending our intellectual
property has-have been and may in the future be substantial, and there is no assurance we will be successful. Our business could
be adversely affected as a result of any such actions, or a finding that any patents- in- suit are invalid or unenforceable. These
actions have led and may in the future lead to additional counterclaims or actions against us, which are expensive to defend
against and for which there can be no assurance of a favorable outcome. For example, Google has responded to our legal
proceedings by filing multiple patent infringement lawsuits against us in the U. S. District Court for the Northern District of
California, cases against us in the ITC, and patent infringement lawsuits against us and our subsidiary Sonos Europe B. V. in
various foreign jurisdictions. See Note +2-13 . Commitments and Contingencies of the notes to our consolidated financial
statements included elsewhere in this AnnaalRepert-en-Form 10- K for further details. Further, parties we bring legal action
against could retaliate through non- litigious means, which could harm our ability to compete against such parties or to enter
new markets. In addition, the regulations of certain foreign countries do not protect our intellectual property rights to the same
extent as the laws of the United States. As-our-We have brand--- and grews;we-may in the future discover unauthorized
products in the marketplace that are counterfeit reproductions of our products. If we are unsuccessful in pursuing producers or
sellers of counterfeit products, continued sales of these products could adversely impact our brand, business, financial condition
and results of operations. We currently are, and may continue to be, subject to intellectual property rights claims and other
litigation which are expensive to support, and if resolved adversely, could have a significant impact on us and our stockholders.
Companies in the consumer electronics industries own large numbers of patents, copyrights, trademarks, domain names and




trade secrets, and frequently enter into litigation based on allegations of infringement, misappropriation or other violations of
intellectual property or other rights. Given our As—we—ga-rﬂ—&n—mefeasmgl-y—lngh profile and as we face more intense competition
in our markets yand as-e-introduce more products and services, including through acquisitions and through partners, the
possibility of intellectual property rights claims against us grows. Our technologies may not be able to withstand any third- party
claims or rights against their use, and we may be subject to litigation and disputes. The costs of supporting such litigation and
disputes are considerable, and there can be no assurance that a favorable outcome would be obtained. We may be required to
settle such litigation and disputes, or we may be subject to an unfavorable judgment in a trial, and the terms of a settlement or
judgment against us may be unfavorable and require us to cease some or all our operations, limit our ability to use certain
technologies, pay substantial amounts to the other party or issue additional shares of our capital stock to the other party, which
would dilute our existing stockholders. Further, if we are found to have engaged in practices that are in violation of a third party’
s rights, we may have to negotiate a license to continue such practices, which may not be available on reasonable or favorable
terms, or may have to develop alternative, non- infringing technology or discontinue the practices altogether. In the event that
these practices relate to an acquisition or a partner, we may not be successful in exercising any indemnification rights available
to us under our agreements or in recovering damages in the event that we are successful. Each of these efforts could require
significant effort and expense and ultimately may not be successful. If we are not able to maintain and enhance the value and
reputation of our brand, or if our reputation is otherwise harmed, our business and operating results could be adversely affected.
Our continued success depends on our reputation for providing high- quality products and consumer experiences, and the"
Sonos" name is critical to preserving and expanding our business. Our brand and reputation are dependent on a number of
factors, including our marketing efforts, product and platform quality, and trademark protection efforts, each of which requires
significant expenditures. The value of our brand could also be severely damaged by isolated incidents, which may be outside of
our control. For example, in the United States, we rely on custom installers of home audio systems for a significant portion of
our sales but maintain no control over the quality of their work and thus could suffer damage to our brand or business to the
extent such installations are unsatisfactory or defective. In addition, certain of our customers and partners experienced
performance issues with our redesigned Sonos app launched in May 2024, which has negatively affected, and could
further negatively affect, our brand and reputation. See" We face risks related to the adoption and operations of our
redesigned Sonos app'" above for further details. Any damage to our brand or reputation may adversely affect our business,
financial condition and operating results. Conflicts with our...... adversely impact our revenue, gross margin and operating
results. We sell our products through a limited number of key channel partners, and the loss of any such channel partner would
adversely impact our business. We are dependent on our channel partners for a vast majority of our product sales. Best Buy, one
of our key channel partners, accounted for ++16 % of our revenue in fiscal %92—3—2024 We compete Wlth other consumer

products for placement and promotion of our products in the stores e
our channel partners. Our contracts with our channel partners allow them to exercise qlgnmeant dliereuon in the placement and
promotion of our products, and such contracts do not contain any long- term volume commitments. If one or several-more of our
channel partners do not effectively market and sell our products, discontinue or reduce the inventory of our products, irerease

the-prometions-eforehooseto-promote competing products over ours, the volume of our products sold to customers could
decrea%e and our business and reqults of Opelathl’B Would therelme be ilgnlncantly halmed Manyhef—eﬂiekey—eh&nﬁel—paﬁﬂefs

our Channel paltners also depend% ona number of factor% 0ut91de our contlol and may Valy from per10d to penod One or more
of our channel partners may experience serious financial difficulty, pa sht-o
retat-seeter;-may consolidate with other channel partners or may close h&ve—l-rmrted—or eeased—reduce operatlonq in thelr retail
stores . Our business and results of operations have been in the past, and may continue to be, significantly harmed by retail
store closures by many of our key channel partners. Loss of a key channel partner would require us to identify alternative
channel partners or increase our reliance on our direet-e - commerce to—eensumer-channel, which may be time- consuming and
expensive or we may be unsuccessful in our efforts to do so .Conflicts with our channel and distribution partners could
harm our business and operating results.Conflicts with our channel and distribution partners could harm our business
and operating results.Several of our existing products compete,and future products could compete,with the product
offerings of certain of our channel and distribution partners.To the extent products offered by our partners compete
with our products,they may choose to market and promote their own products over ours or could end our partnerships
and cease selling or promoting our products entirely,which may require us to increase our marketing expenditures or
seek other distribution channels.If we are unable to effectively sell our products due to conflicts with our distribution
partners or the inability to find alternative distribution channels,our business would be harmed.The expansion of our
direct- to- consumer channel could alienate some of our channel partners.If our channel partners perceive themselves to
be at a disadvantage based on the direct- to- consumer sales offered through our website and app,they may divert
resources away from the promotion and sale of our products which could cause a reduction in product sales from these
partners,adversely impact our business and results of operations.Conflicts with our technology partners could harm our
business and operating results.Certain of our products incorporate the technologies of our partners.One or more of these
technology partners may cease doing business with us ,look to renegotiate the terms of their agreement with us or disable the
technology they provide our products for a variety of reasons, inelading-and may be able to promete-do so under their—- the
terms of our agreements with them with limited notice.In addition,certain of our technology partners have developed or
may develop products evefcompetltlve with oUt-oUr's OWh-. For example, we-s y and-develop
v our paﬁnefs—rnel-uelmg—t-hoseﬁfhe—sel-l-eempeﬁng
pfeduet&euiee*ts&ng—vmee enabled Speakers feature ﬁre—pewefed-by—Amazon s Alexa or Google’ s Google Assistant




technology. In One-ormeore-of ourpartners-eould-disable-their—- the -rﬂ-teg-ra-t—teﬂ—eﬂ—event of a conﬂlct with one of or-our
technology partners &H—ef—eur—ve—ree—eﬁab-}ed-}ﬁe&uets- we

successful in estdbhshmg artnelshlps Wlth other compdmes t-ha-t—have—deve}eped-ve-tee—or developlng our own technology to

our content partners could cause these partners to cease te—&l-}ew—allowmg thelr content to be stledmed on our ploducts which
could lower product demand.Demand for our products depends in large part on the availability of streaming third- party content
that appeals to our existing and prospective customers.Compatibility with streaming music services, internet radio stations,
podcast platforms and other content provided by our content partners is a key feature of our products. Fe-Some of these content
partners compete with us already,and others may in the future produce and sell speakers along with their streaming
services.Additionally,other content partners may form stronger alliances with our competitors in the home audio
market.Any of our content partners may cease allowing their content to be streamed on our products for a variety of
reasons,including as a result of our offering competing services,such as Sonos Radio HD,or to promote other
partnershlps or thelr own products over our products.In addltlon to date,all of our arr angements have been entered into on

of-our partners may t-hetr—pfe&uets—ever—etrﬁpredﬁets-eﬁe—seek to Ch"lrge us for thls sneamms_ in the future If t-h-ts—any of the

foregoing were to happen,demand for our products could decrease,our costs could increase and our operating results could be
harmed.Operational Risks We are dependent on a limited number of contract manufacturers to manufacture our products and our
efforts to diversify manufacturers may not be successful. We depend on a limited number of contract manufacturers to
manufacture our pIoducts Wlth our key manufacturer,Inventec Apphdnces Corporation, mdnuhctunng a majority of our

therisk-thatin-the-event-thatany-or-all-ef sueh-manafaetarers-experience an interruption in their operations, fall to perform their
ebligatiorr-obligations in a timely manner , or terminate their agreements— agreement with us,we may weuld-netbe able
unable to maintain our production capacity without incurring material additional costs and substantial delays or we may be fully
prevented from selling our products. In the event that we need to replace a contract manufacturer or transfer volume to
another contract manufacturer,we cannot assure you that we would be able to do so on acceptable terms or in a timely
manner and such efforts may be costly and time- consuming. Any material disruption in our relationship with our
manufacturers would harm our ability to compete effectively and satisfy demand for our products and could adversely impact
our revenue,gross margin and operating results. a-Beginning in fiscal 2020,we have engaged in efforts to diversify our
supply chain through the addition --of new contract manufacturers and geographic diversification. there-There is no
guarantee that our efforts to diversify manufacturers will continue to be successful Jdentifyying-and such efforts require

eﬂbeard-mg—a—new—m&ﬁufae&trer—ta-kes—d s1gnlhcant amount of tlme and resources. {-f—In addltlon if we de—are notstteeessfu-l-}yh

our efforts to onboard new contract tﬁwe—de—ﬂet—reeewe—t-rmel-y
aﬁd-&eettr&te—m-fefm&&eﬂ—freﬂa—sueh—manufacturers we may have an msuh‘lment supply of products to meet customer demand

party components suppllers and 1051%103 providers, dnd many of our components have long lead times,and our business and
operating results could be adversely affected by shortages,disruptions and related challenges.We are dependent on a limited
number of suppliers for various key components used in our products,and we may from time to time have sole source
suppliers.The cost,quality and availability of these components are essential to the successful production and sale of our
products.We are subject to the risk of industry- wide shortages,price fluctuations and long lead times in the supply of these
components and other materials.If the supply of these components is delayed or constrained,or if one or more of our main
suppliers were to go out of business,alternative sources or suppliers may not be available on acceptable terms or at all.In the
event that any of our suppliers were to discontinue production of our key product components,developing alternate sources of
supply for these components would be time consuming,difficult and costly.In the event we are unable to obtain components in
sufficient quantities on a timely basis and on commercially reasonable terms,our ability to sell our products in order to meet
market demand would be affected and could materially and adversely affect our brand,image,business prospects and operating
results.In addition,the longer lead time for many of our components presents challenges in our efforts to manage component



inventory,as we procure such components based on our then current forecast of demand for our products. In Fer-example;during
the paﬁdemte-past we have had to -rnefeased- increase our tnvest-meﬁts—m—aﬁd-purchase COl’nmltn’lentS and 1nvestments
of-shortages
650 e-In the event that actual demand for our products differs from
our forecast ,we may end up w1th anexcess component inventory ef-eempenents-,as we saw in fiscal 2023-2024 ,negatively
impacting our working capital. We also use a small number of logistics providers for substantially all our product delivery to
both distributors and retailers.If one of these providers were to experience financial difficulties or disruptions in its business,or
be subject to closures or other disruptions,our own operations could be adversely affected.Because substantially all of our
products are distributed from and into a small number of locations and by a small number of companies,we are susceptible to
both isolated and system- wide interruptions caused by events out of our control. Any disruption to the operations of our
distribution facilities could delay product delivery,harm our reputation among our customers and adversely affect our operating
results and financial condition.We have limited control over the third- party suppliers and logistics providers on which our
business depends.If any of these parties fails to perform its obligations to us,we may be unable to deliver our products to
customers in a timely manner.Further,we do not have long- term contracts with all of these parties,and there can be no assurance
that we will be able to renew our contracts with them on favorable terms or at all. We may be unable to replace an existing
supplier or logistics provider or supplement a provider in the event we experience significantly increased demand.Accordingly,a
loss or interruption in the service of any key party could adversely impact our revenue,gross margin and operating results .
We have and may in the future discontinue support for older versions of our products, resulting in customer dissatisfaction that
could negatively affect our business and operating results. We have historically maintained, and we believe our customers may
expect, extensive backward compatibility for our older products and the software that supports them, allowing older products to
continue to benefit from new software updates. We expect that as we continue to improve and enhance our software platform,
this backward compatibility will no longer be practical or cost- effective, and we may decrease or discontinue service for our
older products. For example, certain of our legacy products continue to work but no longer receive software updates (other than
bug fixes and patches). To the extent we no longer provide extensive backward capability for our products, we may damage our
relationship with our existing customers, as well as our reputation, brand loyalty and ability to attract new customers. For these
reasons, any decision to decrease or discontinue backward capability may decrease sales, generate legal claims and adversely
affect our business, operating results and financial condition. Product quality issues and a higher- than- expected number of
warranty claims or returns could harm our business and operating results. The products that we sell could contain defects in
design or manufacture. Defects could also occur in the products or components that are supplied to us. There can be no
assurance we will be able to detect and remedy all defects in the hardware and software we sell, which could result in product
recalls, product redesign efforts, loss of revenue, reputational damage and significant warranty and other remediation expenses.
Similar to other consumer electronics, our products have a risk of overheating and fire in the course of usage or upon
malfunction. Any such defect could result in harm to property or in personal injury. If we determine that a product does not meet
product quality standards or may contain a defect, the launch of such product could be delayed until we remedy the quality issue
or defect. The costs associated with any protracted delay necessary to remedy a quality issue or defect in a new product could be
substantial. We generally provide a one- year warranty on all our products, except in the European Union (" EU") and select
other countries where we provide a minimum two- year warranty, depending on the region, on all our products. In addition, as
part of our commitments to our customers following the release of our redesigned Sonos app, in October 2024 we
extended the warranty by one year for all home theater and plug- in speaker products then under warranty. The
occurrence of any material defects in our products could expose us to liability for warranty claims in excess of our current
reserves, and we could incur significant costs to correct any defects, warranty claims or other problems. In addition, our failure
to comply with past, present and future laws regulating extended warranties and accidental damage coverage could result in
reduced sales of our products, reputational damage, penalties and other sanctions, which could harm our business and financial
condition. Our international operations are subject to increased business and economic risks that could impact our financial
results. We have operations outside the United States ;-and generate a significant portion of we-expeet-to-continte-to-expaned
our revenue from international sales presenee;-espeetaltytnrAsta-. In-Our products are sold in more than 60 countries and,
in fiscal 20623-2024 , 41-38 . 3-7 % of our revenue was generated outside the United States. This subjects us to a variety of risks
inherent in doing business internationally, including: ¢ fluctuations in currency exchange rates and costs of imposing currency
exchange controls;  political, social and / or economic instability; ¢ tariffs, trade barriers and duties; * protectionist laws and
business practices that favor local businesses in some countries; * higher levels of credit risk and payment fraud and longer
payment cycles associated with, and increased difficulty of payment collections from certain international customers; ¢ burdens
and risks of complying with a number and variety of foreign laws and regulations, including the Foreign Corrupt Practices Act; *
laws and regulations may change from time to time unexpectedly and may be unpredictably enforced; ¢ potential negative
consequences from changes in or interpretations of U. S. and foreign tax laws;  the cost of developing connected products for
countries where Wi- Fi technology has been passed over in favor of more advanced cellular data networks; * reduced protection
for intellectual property rights in some countries; ¢ difficulties and associated costs in managing and staffing multiple
international locations; and ¢ delays from customs brokers or government agencies. If we are unable to manage the complexity
of our global operations successfully, or if the risks above become substantial for us, our financial performance and operating
results could suffer. Further, any measures that we may implement to reduce risks of our international operations may not be
effective, may increase our expenses and may require significant management time and effort. Entry—inte-Our future success
will depend in part on our ability to penetrate ncw international markets where we have limited experlence and that
requires— require considerable management-time and financial resources rete ; d d
before any significant revenue is generated. As-a-There can be no assurance that we w1ll achleve success in these markets.




Further, there can be no assurance that the markets we serve and target based on our business strategy will grow in the
future, that we will be able to develop any necessary international distribution channels or that our existing and new
products will achieve customer acceptance in these markets. Our failure to successfully manage these risks could harm
our international operations and our plans for expansion into international markets, and have an adverse effect on our
business, financial condition, and operating results. We use Al in our business, and challenges with properly managing
its use could result in reputatlonal harm , tnrt-ral—competltlve harm, and legal liability, and adversely affect our results of
operations 8 op b p bte- We have in the past and may in the future
incorporate Al, 1nclud1ng generatlve AI 1nto our products, services and business. These technologies are complex and
rapidly evolving and building them requires significant investment in infrastructure and personnel with no assurance
that we will realize the desired or anticipated benefits. Our competitors, many of whom have greater technological and
financial resources than we do, may more successfully incorporate Al into their products and achieve higher market
acceptance of their Al solutions, which could impair our ability to compete effectively and adversely affect our results of
operations #r-China-. Also , where-if we fail to keep pace with rapidly evolving technological developments in artificial
intelligence, our competitive position and business results may suffer. As with many efinnovations, the use of Al may
lead to challenges, concerns and risks that l-tsted—abeve—me significant partieutarly-aeute—China-experienees-high-turnoverof
: or taber-that we may not be able to predict , and-especially

1f our use of these technologles -labeihmrneveﬁates—&re—lngher—&mn—we—expeet— thatregton;-or-our products we-otherwise-fait

and fesu-lts-eﬁservwes becomes more 1mportant to our opemtlons

m&n&gemeﬁt—tlme aﬂd-ma—y—rest&t—rn—s*gmﬁeaﬂt—add-rﬁeﬂ&l-e*peﬂse— For example Wwe-our AI fep-‘raeed» related efforts,

particularly those related to generative Al subject us to risks related to accuracy, intellectual property infringement our
- or fegacy-enterprise-resouree-planning-(ERP")-misappropriation, data privacy, and cybersecurity, among others.
Developing, testing and deploying Al system-systems in fiseal-2622-rorder-a responsible and ethical manner may also
increase the cost profile of our products due to aceommeodate-the nature of the computing costs and costs to develop ot
or expanding-operations-license proprietary datasets and machine learning models involved in such systems . We-eanneot
Our business may be eertain-that-disrupted if any of the third- party Al services we use become unavailable due to
extended outages or interruptions or because they are no longer available on commercially reasonably terms or prices.
Changes to existing regulations, their interpretation or implementation or new regulations could impede our use of Al
and also may make it more difficult to operate our business or to protect our intellectual property and may vary
jurisdiction from jurisdiction. AI also presents emerging ethical issues, and if our use of AI becomes controversial, we
may experience brand or reputational harm, competitive harm, or legal liability. The rapid evolution of AI, including the
regulation of AI by government or other regulatory agencies, will institute-require significant resources to develop , ira
ﬁmel-y—test and mamtaln or-our platforms efﬁe-l-eﬁt—ﬁ‘laﬁﬂeﬁei“a{—a'l'l— t-he—products, and services to fmpfevefneﬁts»

aﬂd-&ffeet—eﬂ%s-teel&pﬂe& A s1gnmcant d1s1upt1on n our webs1tes servers or 1nf01mat10n teehnologv systems or those 01‘ our
third- party partners, could impair our customers’ listening experience or otherwise adversely affect our customers, damage our
reputation or harm our business. As a consumer electronics company, our website and mobile app are important presentations of
our business, identity and brand and an important means of interacting with, and providing information to, consumers of our
products. We depend on our servers and centralized information technology systems, and those of third parties, for product
functionality, to manage operations and to store critical information and intellectual property. Accordingly, we allocate
significant resources to maintaining our information technology systems and deploying network security, data encryption,
training and other measures to protect against unauthorized access or misuse. Nevertheless, our website and information
technology systems, and those of the third parties we rely on, are susceptible to damage, viruses, disruptions or shutdowns due
to foreseeable and unforeseeable events. System failures and disruptions could impede the manufacturing and shipping of
products, functionality of our products, transactions processing and financial reporting, and result in the loss of intellectual
property or data, require substantial repair costs and damage our reputation, competitive position, financial condition and results
of operations. For example, we use Amazon Web Services (" AWS") to maintain the interconnectivity of our mobile app to our
servers and those of the streaming services that our customers access to enjoy our products. Because AWS runs its own platform
that we access, we are vulnerable to both system- wide and Sonos- specific service outages at AWS. Our access to AWS’
infrastructure could be limited by a number of potential causes, including technical failures, natural disasters, fraud or security
attacks that we cannot predict or prevent. Additionally, our products may contain flaws that make them susceptible to
unauthorized access or use. For example, we previously discovered a vulnerability in our products that could be exploited when
a customer visited a website with malicious content, allowing the customer’ s local network to be accessed by third parties who
could then gain unauthorized access to the customer’ s playlists and other data and limited control of the customer’ s devices.
While we devote significant resources to address and eliminate flaws and other vulnerabilities in our products, there can be no



assurance that our products will not be compromised in the future. Any such flaws or vulnerabilities, whether actual or merely
potential, could harm our reputation, competitive position, financial condition and results of operations. Any cybersecurity
breaches or our actual or perceived failure to comply with such legal obligations by us, or by our third- party service providers or
partners, could harm our business. We collect, store, process and use our customers’ personally identifiable information and
other data, and we rely on third parties that are not directly under our control to do so as well. While we take measures intended
to protect the security, integrity and confidentiality of the personal information and other sensitive information we collect, store
or transmit, we cannot guarantee that inadvertent or unauthorized use or disclosure will not occur, or that third parties will not
gain unauthorized access to this information. There have been a number of recent reported incidents where third parties have
used software to access the personal data of their partners’ customers for marketing and other purposes. If we or our third- party
service providers were to experience a breach, disruption or failure of systems compromising our customers’ data, or if one of
our third- party service providers or partners were to access our customers’ personal data without our authorization, our brand
and reputation could be adversely affected, use of our products could decrease and we could be exposed to a risk of loss,
litigation and regulatory proceedings. In addition, a breach could require expending significant additional resources related to
the security of information systems and disrupt our operations. The use of data by our business and our business associates is
highly regulated in all our operating countries. Privacy and information security laws and regulations change, and compliance
with them may result in cost increases due to, among other things, systems changes and the development of new processes. If
we or those with whom we share information fail to comply with laws and regulations, such as the General Data Protection
Regulation (" GDPR") and California Consumer Privacy Act (" CCPA"), our reputation could be damaged, possibly resulting in
lost business, and we could be subjected to additional legal risk or financial losses as a result of non- compliance. Complying
with such laws may also require us to modify our data processing practices and policies and incur substantial expenditures =

otherwise-negatively-affeetourbusiness-. Our use of open source software could negatively affect our ability to sell our products
and subject us to possible litigation. 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. Additionally, if a third- party software provider has incorporated open source software into software that we license
from such provider, we could be required to disclose any of our source code that incorporates or is a modification of our licensed
software. 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 above conditions. Any of the foregoing could disrupt and
harm our business and financial condition. We track certain operational and business metrics with internal methods that
are subject to inherent challenges in measurement, and real or perceived inaccuracies in such metrics may harm our
reputation and negatively affect our business. We calculate certain of our key metrics, including households and
registrations, using internal company data that has not been independently verified. While these numbers are based on
what we believe to be reasonable calculations for the applicable period of measurement, there are inherent challenges in
measuring our key metrics. Our process for tracking these metrics may change over time, including to improve their
accuracy, which could result in unexpected changes to the data reported. As our business develops, we may revise or
cease reporting certain metrics if we determine that such metrics are no longer accurate or appropriate measures of our
performance. If we discover material inaccuracies in our key metrics, or if the metrics we rely on to track our
performance do not provide an accurate measurement of our business, or if investors, analysts, or customers do not
believe that they do, our reputation may be harmed, and our operating and financial results could be adversely affected.
Legal and Regulatory Risks Changes in international trade policies, including the imposition of tariffs have had, and may



continue to have, an adverse effect on our business, financial condition and results of operations. Ynder-In the past previous
administrattorr, the U. S. government has-imposed significant srewtariffs on China related to the importation of certain product
categories, including those under the August 2019 Section 301 Tariff Action (List 4A) (" Section 301 tariffs"). These Section
301 tariffs kave-increased our cost of revenue and adversely impacted our results of operations. We were able to obtain an
exemption from the Section 301 tariffs for certain of our products, including our core speaker products, for certain periods since
fiscal 2020 —In-partientar-, with enDeeember16;2022-the exemption USTR-granted-an-extenston-throtgh-September-36;
2023;-efthe-exelastonfor our core speaker produets— product having expired in June 2024 . To date, we have recovered
v1rtually all beeﬁ—ab}e—te-eb’f&tﬁ—eeﬁam—refunds to whlch we are entltled on tariffs pald through t-he—ﬁscal 2022 exemption

3 ds-. In addition, we have
relocated a substantial portion of our contract manufacturlng from China to Malaysm and Vietnam, mitigating the
effects of the Section 301 tariffs on a going forward basis. It remains unclear what the U. S. or foreign governments will
do with respect to tariffs, international trade agreements and policies on a short- term or long- term basis. In the event
that-of expansion of trade restrictions, the imposition of future tariffs aretmpesed-on imports of our products or ;-we-are-not

sueees%ful—m—a-nyh&ttufe-exempﬁeﬁ—requests—t-he-other ameﬁﬂts—e-ﬁeaﬂ%&ﬁg—government actions related to tarlffs afe—mefeased-
eeuﬁtﬂes—ta-ke—retahatery—trade agreements measufes—m-respeﬂse—te-extsﬂng—er—futufe—t&ﬂ-ffs— our busmess may be nnpacted and

we may be required to raise prices or make Changes to our operatlons any of which could materlally harm our revenue or
operatmg results - 6 i v ’ . - o

. We must comply with
extensive regulatory requ1rements and the cost of such Comphance and any fallure to comply or perceived failure to comply ,
may adversely affect our business, financial condition and results of operations. In our current business and as we expand into
new markets and product categories, we must comply with a wide variety of laws, regulations, standards and other requirements
governing, among other things, electrical safety, wireless emissions, health and safety, e- commerce, consumer protection,
export and import requirements, hazardous materials usage, product related energy consumption, packaging, recycling and
environmental matters. Compliance with these laws, regulations, standards and other requirements may be onerous and
expensive, and they may be inconsistent from jurisdiction to jurisdiction or change from time to time, further increasing the cost
of compliance and doing business. Our products may require regulatory approvals or satisfaction of other regulatory concerns in
the various jurisdictions in which they are manufactured, sold or both. These requirements create procurement and design
challenges that require us to incur additional costs identifying suppliers and manufacturers who can obtain and produce
compliant materials, parts and products. Failure to comply with such requirements can subject us to liability, additional costs and
reputational harm and, in extreme cases, force us to recall products or prevent us from selling our products in certain
jurisdictions. 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 prefits;eash-flew-and-cffective tax rate , as well as our business, operating results and
financial condition, 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. As we expand our operations,
any changes in the U. S. or foreign taxation of such operations may increase our worldwide effective tax rate. We are also
subject to examination by the Internal Revenue Service (" IRS") and other tax authorities, including state revenue agencies and
foreign governments. If any tax authority disagrees with any position we have taken, our tax liabilities and operating results may
be adversely affected. While we regularly assess the likelihood of favorable or unfavorable outcomes resulting from
examinations by the IRS and other tax authorities to determine the adequacy of our provision for income taxes, there can be no
assurance that the actual outcome resulting from these examinations will not materially adversely affect our financial condition
and results of operations. In addition, the distribution of our products subjects us to numerous complex and often- changing
customs regulations. Failure to comply with these systems and regulations could result in the assessment of additional taxes,
duties, interest and penalties. There is no assurance that tax and customs authorities agree with our reporting positions and upon
audit may assess us additional taxes, duties, interest and penalties. If this occurs and we cannot successfully defend our position,
our profitability will be reduced. Our ability to use our net operating loss carryforwards and certain other tax attrlbutes may be

hmlted As of -FeH-he—yea&ended—September 39—28 %92—3—2024

------ , We had gross state net operatmg
loss Carryforwards of $ 25—33 4 mllhon Wthh expire beglnnlng in 2032 as Well as $ 46-39 . 9 million in foreign net operating
loss carryforwards with an indefinite life. As of September 36-28 , 2623-2024 , we also had U. S. federal research and
development tax credit carryforwards as filed of $ 54-37 . 4-6 million, and state research and development tax credit
carryforwards as filed of $ 4748 . 0 million, which will expire beginning in 28382041 and 2825-2026 , respectively. Because of
the change of ownership provisions of Sections 382 and 383 of the Code, use of a portion of the Company' s domestic net
operating losses and tax credit carryforwards may be limited in future periods depending upon future changes in ownership.
Further, a portion of the carryforwards may expire before being applied to reduce future income tax liabilities if sufficient
taxable income is not generated in future periods. Risks Related to Ownership of Our Common Stock The stock price of our
common stock has been and may continue to be volatile or may decline regardless of our operating performance. The stock price
of our common stock has been and may continue to be volatile. The stock price of our common stock may fluctuate significantly
in response to numerous factors in addition to the ones described in the preceding Risk Factors, many of which are beyond our
control, including: * overall performance of the equity markets and the economy as a whole; ¢ changes in the financial
projections we or third parties may provide to the public or our failure to meet these projections; ¢ actual or anticipated changes




in our growth rate relative to that of our competitors; * announcements of new products, or of acquisitions, strategic partnerships,
joint ventures or capital- raising activities or commitments, by us or by our competitors; ¢ additions or departures of key
personnel; « failure of securities analysts to maintain coverage of us, changes in financial estimates by any securities analysts
who follow our company or our failure to meet these estimates or the expectations of investors; ¢ rumors and market speculation
involving us or other companies in our industry; * sales of shares of our common stock by us or our stockholders particularly
sales by our directors, executive officers and significant stockholders, or the perception that these sales could occur; and ¢
additional stock issuances that result in significant dilution to shareholders. In addition, the stock market with respect to
companies in the technology industry has experienced significant price and volume fluctuations that have affected and continue
to affect the stock prices of these companies. In the past, stockholders have instituted securities class action litigation following
periods of market volatility. If we were to become involved in securities litigation, it could subject us to substantial costs, divert
resources and the attention of management from our business and adversely affect our business. We do not intend to pay
dividends for the foreseeable future. We have never declared or paid any cash dividends on our common stock, and we do not
intend to pay any cash dividends in the foreseeable future. We anticipate that we will retain all our future earnings for use in the
development of our business and for general corporate purposes. Any determination to pay dividends in the future will be at the
discretion of the Board. Accordingly, investors must rely on sales of their common stock after price appreciation, which may
never occur, as the only way to realize any future gains on their investments. In addition, the terms of our credit facilities contain
restrictions on our ability to declare and pay cash dividends on our capital stock. Certain provisions in our corporate charter
documents and under Delaware law may prevent or hinder attempts by our stockholders to change our management or to acquire
a controlling interest in us. There are provisions in our restated certificate of incorporation and restated bylaws that may make it
difficult for a third party to acquire, or attempt to acquire, control of our company, even if a change in control were considered
favorable by our stockholders. These anti- takeover provisions include: ¢ a classified Board so that not all members of the Board
are elected at one time; * the ability of the Board to determine the number of directors and fill any vacancies and newly created
directorships; ¢ a requirement that our directors may only be removed for cause; * a prohibition on cumulative voting for
directors; * the requirement of a super- majority to amend some provisions in our restated certificate of incorporation and
restated bylaws; « authorization of the issuance of" blank check" preferred stock that the Board could use to implement a
stockholder rights plan; * an inability of our stockholders to call special meetings of stockholders; and ¢ a prohibition on
stockholder actions by written consent, thereby requiring that all stockholder actions be taken at a meeting of our stockholders.
In addition, our restated certificate of incorporation provides that the Delaware Court of Chancery is the exclusive forum for any
derivative action or proceeding brought on our behalf; any action asserting a breach of fiduciary duty; any action asserting a
claim against us arising pursuant to the Delaware General Corporation Law (the" DGCL"), our restated certificate of
incorporation or our restated bylaws; or any action asserting a claim against us that is governed by the internal affairs doctrine.
Our restated certificate of incorporation also provides that the federal district courts of the United States will be the exclusive
forum for resolving any complaint asserting a cause of action arising under the Securities Act of 1933, as amended. Further,
Section 203 of the DGCL may discourage, delay or prevent a change in control of our company. Section 203 imposes certain
restrictions on mergers, business combinations, and other transactions between us and holders of 15 % or more of our common
stock. General Risk Factors The loss of one or more of our key personnel, or our failure to attract, assimilate and retain other
highly qualified personnel in the future, could harm our business. We depend on the continued services and performance of our
key personnel. The loss of key personnel, including key members of management as well as our product development,
marketing, sales and technology personnel, could disrupt our operations and have an adverse effect on our ability to grow our
business. In addition, the loss of key personnel in our finance and accounting departments could harm our internal controls,
financial reporting capability and capacity to forecast and plan for future growth. Further, the market for highly skilled workers
and leaders in our industry is extremely competitive. If we do not succeed in attracting, hiring and then integrating high- quality
personnel or in retaining and motivating existing personnel, we may be unable to grow effectively, and our financial condition
may be harmed. Natural disasters, geopolitical unrest, war, terrorism, pandemics, public health issues or other catastrophic
events could disrupt the supply, delivery or demand of products, which could negatively affect our operations and performance.
We are subject to the risk of disruption by earthquakes, floods and other natural disasters, fire, power shortages, geopolitical
unrest, war, terrorist attacks and other hostile acts, public health issues, epidemics or pandemics, including COVID- 19, and
other events beyond our control and the control of the third parties on which we depend. Any of these catastrophic events,
whether in the United States or abroad, may have a strong negative impact on the global economy, us, our contract
manufacturers, our suppliers or customers, and could decrease demand for our products, create delays and inefficiencies in our
supply chain and make it difficult or impossible for us to deliver products to our customers. Further, our headquarters are
located in Santa Barbara County, California, in a seismically active region that is also prone to forest fires. Any catastrophic
event that occurred near our headquarters, or near our manufacturing facilities in China, Malaysia or Vietnam, could impose
significant damage to our ability to conduct our business and could require substantial recovery time, which could have an
adverse effect on our business, operating results and financial condition. We may need additional capital, and we cannot be
certain that additional financing will be available. In October 2021, we entered into a credit agreement with JPMorgan Chase
Bank, N. A., Bank of America N. A., Morgan Stanley Senior Funding, Inc., and Goldman Sachs Bank USA (the" Revolving
Credit Agreement") , which allows us to borrow up to $ 100. 0 million, with a maturity date of October 2026. We may require
additional equity or debt financing to fund our operations and capital expenditures. Our ability to obtain financing will depend,
among other things, on our development efforts, business plans, operating performance and the condition of the capital markets
at the time we seek financing. We cannot assure you that additional financing will be available to us on favorable terms if and
when required, or at all. We have and may in the future acquire other businesses or receive offers to be acquired, which could
require significant management attention, disrupt our business, dilute stockholder value and adversely affect our operating



results. As part of our business strategy, we have and may in the future make investments in complementary businesses,
products, services or technologies. These acquisitions and other transactions and arrangements involve significant challenges and
risks, including not advancing our business strategy, receiving an unsatisfactory return on our investment, difficulty integrating
and retaining new employees, business systems, and technology, or distracting management from our other business initiatives.
If an arrangement fails to adequately anticipate changing circumstances and interests of a party, it may result in early
termination or renegotiation of the arrangement. The success of these transactions and arrangements will depend in part on our
ability to leverage them to enhance our existing products or develop compelling new ones. It may take longer than expected to
realize the full benefits from these transactions and arrangements such as increased revenue or enhanced efficiencies, or the
benefits may ultimately be smaller than we expected. These events could adversely affect our consolidated financial statements.
If we fail to maintain an effective system of internal controls in the future, we may experience a loss of investor confidence and
an adverse impact to our stock price. Pursuant to the Sarbanes- Oxley Act of 2002, we are required to document and test our
internal control procedures and to provide a report by management on 1nterna1 control over ﬁnanmal reportlng, 1nclud1ng
management s assessment of the effectlveness of such control —W W

een&e-ls—wﬂ-l—eeﬂt—ﬂ&ue—te—epefa’ee—pfepeﬂy— lf we are unable to mamtam effectlve 1nternal control over ﬁnan(:lal reportlng or

disclosure controls and procedures, our ability to record, process and report financial information accurately, and to prepare
consolidated financial statements within required time periods could be adversely affected, which could subject us to litigation
or investigations requiring management resources and payment of legal and other expenses, negatively affect investor
confidence in our consolidated financial statements and adversely impact our stock price.



