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PART I. FINANCIAL INFORMATION
Item 1.    Financial Statements

SONOS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited,
in
thousands,
except
par
values)

  As of

 
June 30, 

2018  
September 30, 

2017
Assets      
Current assets:      

Cash and cash equivalents $ 124,432   $ 130,595
Restricted cash 191   193
Accounts receivable, net of allowances 53,095   47,363
Inventories 113,411   113,856
Other current assets 13,852   9,462

Total current assets 304,981   301,469
Property and equipment, net 89,600   95,130
Deferred tax assets 982   1,107
Other noncurrent assets 5,782   2,314

Total assets $ 401,345   $ 400,020

       
Liabilities, redeemable convertible preferred stock and stockholders’ equity      
Current liabilities:      

Accounts payable $ 117,222   $ 114,494
Accrued expenses 29,600   57,348
Accrued compensation 27,605   32,007
Deferred revenue 17,248   10,920
Other current liabilities 9,346   8,497

Total current liabilities 201,021   223,266
Long-term debt 39,686   39,600
Deferred revenue 38,546   34,647
Other noncurrent liabilities 10,851   12,139

Total liabilities 290,104   309,652
       
Commitments and contingencies (Note 11)  
Redeemable convertible preferred stock, $0.001 par value 90,341   90,341
Stockholders’ equity:      

Common stock, $0.001 par value 61   59
Treasury stock (11,072)   (10,161)
Additional paid-in capital 235,444   200,301
Accumulated deficit (201,891)   (188,007)
Accumulated other comprehensive loss (1,642)   (2,165)

Total stockholders’ equity 20,900   27

Total liabilities, redeemable convertible preferred stock and stockholders’ equity $ 401,345   $ 400,020

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SONOS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(unaudited,
in
thousands,
except
share
and
per
share
amounts)

  Three Months Ended   Nine Months Ended

 
June 30, 

2018  
July 1, 

2017  
June 30, 

2018  
July 1, 

2017
Revenue $ 208,398   $ 223,078   $ 864,069   $ 778,431
Cost of revenue 112,909   115,790   491,037   425,257

Gross profit 95,489   107,288   373,032   353,174
Operating expenses              

Research and development 35,444   33,347   104,209   90,920
Sales and marketing 60,819   70,074   214,077   207,225
General and administrative 20,860   20,000   63,822   55,031

Total operating expenses 117,123   123,421   382,108   353,176
Operating loss (21,634)   (16,133)   (9,076)   (2)
Other income (expense), net              

Interest expense, net (1,116)   (1,185)   (3,367)   (3,187)
Other income (expense), net (3,744)   2,975   (315)   2,047

Total other income (expense), net (4,860)   1,790   (3,682)   (1,140)
Loss before provision for (benefit from) income taxes (26,494)   (14,343)   (12,758)   (1,142)
Provision for (benefit from) income taxes 494   196   1,126   (1,830)

Net income (loss) $ (26,988)   $ (14,539)   $ (13,884)   $ 688

               

Net loss attributable to common stockholders $ (26,988)   $ (14,539)   $ (13,884)   $ —

               

Net loss per share attributable to common stockholders - basic
and diluted $ (0.45)   $ (0.26)   $ (0.23)   $ —

               

Weighted-average shares used in computing net loss per share
attributable to common stockholders - basic and diluted 60,074,763   56,334,641   59,484,761   55,776,325

               

Total comprehensive loss              
Net income (loss) $ (26,988)   $ (14,539)   $ (13,884)   $ 688
Change in foreign currency translation adjustment, net of tax 162   (406)   523   (2,295)

Comprehensive loss $ (26,826)   $ (14,945)   $ (13,361)   $ (1,607)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SONOS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF REDEEMABLE CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS’ EQUITY

(unaudited,
in
thousands,
except
share
amounts)

 

Redeemable 
Convertible 

Preferred Stock     Common Stock  
Additional 

Paid-In
Capital

  Treasury Stock   Accumulated
Deficit

 

Accumulated 
Other 

Comprehensive
Loss

 
Total 

Stockholders’ 
Equity  Shares   Amount

 

  Shares   Amount     Shares   Amount      
Balance at
September 30,
2017 32,482,590   $90,341   59,339,336   $ 59   $ 200,301   (746,462)   $ (10,161)   $ (188,007)   $ (2,165)   $ 27
Exercise of
stock options —   —   1,735,750   2   5,746   —   —   —   —   5,748
Repurchase of
common stock —   —   —   —   —   (60,578)   (911)   —   —   (911)
Stock-based
compensation
expense —   —   —   —   29,397   —   —   —   —   29,397
Net loss —   —   —   —   —   —   —   (13,884)   —   (13,884)
Change in
foreign
currency
translation
adjustment —   —   —   —   —   —   —   —   523   523

Balance at
June 30, 2018 32,482,590   $90,341   61,075,086   $ 61   $ 235,444   (807,040)   $ (11,072)   $ (201,891)   $ (1,642)   $ 20,900

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SONOS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited,
in
thousands)

    Nine Months Ended

   
June 30, 

2018  
July 1, 

2017
Cash flows from operating activities        
Net income (loss)   $ (13,884)   $ 688
Adjustments to reconcile net income (loss) to net cash provided by operating activities:        

Depreciation   28,647   24,447
Stock-based compensation expense   29,397   26,961
Other   639   493
Deferred income taxes   117   1,593
Foreign currency transaction (gain) loss   301   (2,499)
Changes in operating assets and liabilities:        

Accounts receivable, net   (5,659)   (6,973)
Inventories, net   (79)   14,202
Other assets   (4,901)   335
Accounts payable and accrued expenses   (24,357)   (20,702)
Accrued compensation   (4,237)   554
Deferred revenue   10,342   6,636
Other liabilities   (534)   181

Net cash provided by operating activities   15,792   45,916
Cash flows from investing activities        
Purchases of property and equipment   (25,927)   (21,073)

Net cash used in investing activities   (25,927)   (21,073)
Cash flows from financing activities        
Proceeds from credit facilities and issuance of debt, net of issuance costs   30,000   14,987
Payments of principal on credit facilities   (30,000)   —
Proceeds from issuance of common stock, net of issuance costs   —   10,078
Repurchase of common stock   (911)   (10,016)
Proceeds from exercise of common stock options   5,748   5,421
Payments of offering costs   (2,154)   —

Net cash provided by financing activities   2,683   20,470
Effect of exchange rate changes on cash and cash equivalents   1,289   955

Net increase (decrease) in cash and cash equivalents   (6,163)   46,268
Cash and cash equivalents        
Beginning of period   130,595   74,913

End of period   $ 124,432   $ 121,181

Supplemental disclosure        
Cash paid for interest   $ 3,596   $ 3,006
Cash paid for taxes, net of refunds   $ 1,251   $ 268
Supplemental disclosure of non-cash investing and financing activities        
Purchases of property and equipment in accounts payable and accrued expenses   $ 7,187   $ 10,732
Deferred offering costs in accounts payable and accrued expenses   $ 972   $ —

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

1. Business overview and basis of presentation

Description
of
business

Sonos,  Inc.  (collectively  with  its  wholly  owned  subsidiaries,  “Sonos,”  the  “Company,”  “we,”  “us,”  or  “our”)  designs,  develops,  manufactures  and  sells
multi-room audio products primarily for use in private residences. The Sonos home sound system provides customers with an immersive listening experience
created by the design of its speakers and components, a proprietary software platform and the ability to stream content from a variety of sources throughout the
home over the customer’s wireless network.

The  Company’s  products  are  sold  through  third-party  retail  stores,  including  custom installers  of  home  audio  systems.  The  Company  also  sells  through
select  e-commerce  retailers  and  its  website  sonos.com.  The  Company’s  products  are  distributed  in  over 50 countries  through its  wholly  owned subsidiaries:
Sonos Europe B.V., Beijing Sonos Technology Co., Ltd. and Sonos Australia Pty Ltd., located in the Netherlands, China and Australia, respectively.

Initial
public
offering

On August 6, 2018 , the Company completed its initial public offering (the "IPO") of its common stock, in which it sold  6,388,888  shares of its common
stock, including  833,333  shares of its common stock pursuant to the underwriters’ over-allotment option, and selling stockholders sold 9,583,333 shares of the
Company's common stock, including 1,250,000 shares pursuant to the underwriters' over-allotment option. The shares were sold at the IPO price of  $15.00  per
share for net proceeds of  $90.6 million, after deducting underwriting discounts and commissions of  $5.3 million. Additionally, offering costs incurred by the
Company  are  expected  to  total  approximately  $4.6 million.  Upon  the  closing  of  the  IPO,  all  outstanding  shares  of  the  Company's  redeemable  convertible
preferred stock automatically converted into  32,482,590 shares of common stock on a  one -for-one basis.

Basis
of
presentation
and
preparation

The accompanying  condensed consolidated  financial  statements  are  unaudited.  The  condensed  consolidated  balance  sheet  as  of September  30,  2017 has
been derived from the audited financial statements of the Company. The accompanying condensed financial statements have been prepared in accordance with
generally  accepted  accounting  principles  in  the  United  States  of  America  (“U.S.  GAAP”)  for  interim  financial  information,  and  in  management’s  opinion,
includes  all  adjustments,  consisting  of  only  normal  recurring  adjustments,  necessary  for  the  fair  statement  of  the  Company’s  financial  position,  its  results  of
operations and cash flows for the interim periods presented. The results of operations for the three and  nine months ended June 30, 2018  are not necessarily
indicative of the results to be expected for the full fiscal year or any other period.

The accompanying condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and notes thereto
contained in the Company’s prospectus filed pursuant to Rule 424(b) under the Securities Act of 1933, as amended (the "Securities Act"), with the Securities and
Exchange Commission (“SEC”) on August 2, 2018 (the "Final Prospectus").

The Company has a 4-4-5 fiscal year ending on the Saturday nearest September 30 each year. The Company’s fiscal year is divided into four quarters of 13
weeks,  each  beginning  on  a  Sunday  and  containing  two  4-week  months  followed  by  a  5-week  “month.”  An  additional  week  is  included  in  the  fourth  fiscal
quarter  approximately  every five years  to realign fiscal  quarters  with calendar  quarters.  This  last  occurred in  the fourth quarter  of  the Company’s  fiscal  year
ended October 3, 2015. The nine months ended June 30, 2018 and July 1, 2017 spanned 39 weeks each.

Stock
split

On July 19, 2018, the Company effected a two -for-one stock split of all outstanding shares of the Company’s capital stock, including its common stock and
its  redeemable  convertible  preferred  stock.  All  share  and  per  share  information  presented  in  the  condensed  consolidated  financial  statements  has  been
retroactively adjusted for all periods presented for the effects of the stock split.
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SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Use
of
estimates
and
judgments

The  preparation  of  financial  statements  in  conformity  with  U.S.  GAAP requires  management  to  make  estimates  and  judgments  that  affect  the  amounts
reported and disclosed in the condensed consolidated financial statements and accompanying notes. Actual results could differ materially from those estimates.
On an ongoing basis, the Company evaluates its estimates and judgments compared to historical experience and expected trends.

2. Summary of significant accounting policies

There  have  been  no  changes  in  the  Company's  significant  accounting  policies,  recently  adopted  accounting  pronouncements,  or  recent  accounting
pronouncements pending adoption from those disclosed in the Final Prospectus, except as noted below.

Recently
adopted
accounting
pronouncements

Revenue
from
Contracts
with
Customers

In  May  2014,  the  Financial  Accounting  Standards  Board  (the  "FASB")  issued  a  new  standard  related  to  revenue  recognition,  Accounting  Standards
Codification (“ASC”) No. 606, Revenue from Contracts with Customers (“ASC 606”). Under ASC 606, revenue is recognized when a customer obtains control
of promised goods or services in an amount that reflects the consideration the entity expects to receive in exchange for those goods or services. In addition, the
standard requires disclosure of the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers.

ASC 606 is required to be adopted for annual reporting periods beginning after December 15, 2017, including interim periods therein, and may be earlier
adopted, though no earlier than for annual reporting periods beginning after December 15, 2016. The Company elected to early adopt ASC 606 effective October
1, 2017, using the full retrospective transition method, which required the Company to adjust each prior reporting period presented.

The  most  significant  impact  of  the  adoption  of  this  standard  related  to  the  Company’s  accounting  for  arrangements  with  certain  distributors  and  retail
partners  with  implicit  or  explicit  return  rights  that  were  recognized  based on a  sell-through method under  ASC 605,  Revenue Recognition.  Under  ASC 606,
revenue with these parties is recognized upon transfer of control to the customer which occurs when the product is either shipped to or delivered to the customer
depending on the contractual terms of the arrangement. This change resulted in an acceleration of revenue and related costs of revenue and most significantly, a
reduction in deferred costs of revenue and deferred revenue at each balance sheet date. This acceleration of revenue can have a net increase or decrease in the
adjusted revenue for the respective fiscal year depending on the year over year impact of the amounts accelerated across reporting periods. The Company has not
previously reported its financial statements for fiscal 2017 under ASC 605 and therefore the October 1, 2017 adoption of ASC 606 had no impact on the fiscal
2017 information included in the accompanying condensed consolidated financial statements.

Recent
accounting
pronouncements
pending
adoption

Leases

In February 2016, the FASB issued Accounting Standards Update 2016-02, Leases (Topic 842) (“ASU 2016-02”), which amends a number of aspects of
lease accounting, including requiring lessees to recognize operating leases with a term greater than one year on their balance sheet as a right-of-use asset and
corresponding  liability,  measured  at  the  present  value  of  the  lease  payments.  In  July  2018,  the  FASB  issued  ASU  2018-11,  Leases  (Topic  842)  Targeted
Improvements,  which  amends  ASU  2016-02  to  provide  an  additional  transition  method  option.  ASU  2016-02  is  effective  for  fiscal  years  beginning  after
December 15, 2018, and interim periods within those years, with early adoption permitted. The Company is currently evaluating the timing of adoption and the
impact of adopting ASU 2016-02 on its consolidated financial statements.
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SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Disclosure
Update
and
Simplification

In  August  2018,  the  SEC  adopted  the  final  rule  under  SEC  Release  No.  33-10532,  Disclosure  Update  and  Simplification,  amending  certain  disclosure
requirements that were redundant, duplicative, overlapping, outdated or superseded. In addition, the amendments expanded the disclosure requirements on the
analysis of stockholders' equity for interim financial statements. Under the amendments, an analysis of changes in each caption of stockholders' equity presented
in the balance sheet must be provided in a note or separate statement. The analysis should present a reconciliation of the beginning balance to the ending balance
of each period for which a statement of comprehensive income is required to be filed. This final rule is effective 30 days after publication in the Federal Register.
The final rule was not yet published in the Federal Register as of the date this Quarterly Report on Form 10-Q. The Company is evaluating the impact of this
guidance on its consolidated financial statements.

3. Fair value measurements

The carrying values of the Company’s financial instruments, including accounts receivable and accounts payable, approximate their fair values due to the
short  period  of  time  to  maturity  or  repayment.  The  carrying  values  of  the  Company’s  long-term  debt  approximate  their  fair  values  as  of  June 30,  2018 and
September 30, 2017 as the debt carries a variable rate or market rates that approximate those currently available to the Company.

The  following  table  summarizes  fair  value  measurements  by  level  for  the  assets  measured  at  fair  value  on  a  recurring  basis  as  of  June  30,  2018  and
September 30, 2017 :

  June 30, 2018
(In thousands) Level 1   Level 2   Level 3   Total
Assets:              
Money market funds (cash equivalents) $ 50,362   $ —   $ —   $ 50,362

  September 30, 2017
(In thousands) Level 1   Level 2   Level 3   Total
Assets:              
Money market funds (cash equivalents) $ 40,072   $ —   $ —   $ 40,072

4. Revenue and geographic information

Disaggregation
of
revenue

Revenue by geographical region includes the applicable service revenue attributable to each region and is based on ship-to address, as follows:

    Three Months Ended   Nine Months Ended
    June 30, 2018   July 1, 2017   June 30, 2018   July 1, 2017
                 
(In thousands)    
Americas   $ 122,982   $ 114,707   $ 447,705   $ 388,620
Europe, Middle East and Africa   75,585   95,802   374,790   349,327
Asia Pacific   9,831   12,569   41,574   40,484

Total revenue   $ 208,398   $ 223,078   $ 864,069   $ 778,431
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Revenue from external customers is attributed to individual countries based on ship-to address and includes the applicable service revenue attributable to
each country. Revenue by significant countries is as follows:

    Three Months Ended   Nine Months Ended
    June 30, 2018   July 1, 2017   June 30, 2018   July 1, 2017
                 
(In thousands)    
United States   $ 113,558   $ 106,364   $ 409,701   $ 352,194
United Kingdom   17,930   20,500   $ 88,421   88,505
Germany   18,512   25,973   $ 95,720   86,308
Other countries   58,398   70,241   270,227   251,424

Total revenue   $ 208,398   $ 223,078   $ 864,069   $ 778,431

Revenue  by  product  categories  includes  the  applicable  service  revenue  attributable  to  each  product  category.  Revenue  by  major  product  category  is  as
follows:

    Three Months Ended   Nine Months Ended
    June 30, 2018   July 1, 2017   June 30, 2018   July 1, 2017
                 
(In thousands)    
Wireless speakers   $ 93,867   $ 92,797   $ 453,185   $ 389,300
Home theater speakers   66,732   83,928   283,952   266,972
Components   42,283   44,160   113,530   114,007
Other   5,516   2,193   13,402   8,152

Total revenue   $ 208,398   $ 223,078   $ 864,069   $ 778,431
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5. Balance sheet components

Inventories

Inventories, net, consist of the following:

  June 30, 2018   September 30, 2017
(In thousands)  
Finished goods $ 98,565   $ 104,014
Components 14,846   9,842

Inventories $ 113,411   $ 113,856

The Company writes down inventory as a result of excess and obsolete inventories, or when it believes that the net realizable value of inventories is less
than the carrying value.

Deferred
revenue

Amounts invoiced in advance of revenue recognition are recorded as deferred revenue on the condensed consolidated balance sheets. Changes in deferred
revenue balances as of June 30, 2018 and July 1, 2017 were as follows:

  June 30, 2018   July 1, 2017
       
(In thousands)      
Deferred revenue, beginning of period $ 45,567   $ 36,160
Recognition of revenue included in beginning of period deferred revenue (8,367)   (5,171)
Revenue deferred, net of revenue recognized on contracts in the respective period 18,594   11,817

Deferred revenue, end of period $ 55,794   $ 42,806

As of June 30, 2018 , deferred revenue was $55.8 million. The Company expects to recognize approximately $8.9 million in the remainder of fiscal
2018, $11.0 million in fiscal 2019, $10.3 million in fiscal 2020, $9.0 million in fiscal 2021, $7.2 million in fiscal 2022 and $9.4 million thereafter.

6. Long-term debt

JP
Morgan
credit
facility

In October 2015, the Company entered into a credit agreement with J.P. Morgan Chase Bank, N.A. (the “Credit Facility”). The Credit Facility allows the
Company to borrow up to $80.0 million, including up to a $10.0 million for the issuance of letters of credit  and up to $8.0 million for swing line loans. The
Credit Facility matures on October 28, 2020 . The Company has the option to repay the borrowings under the Credit Facility without penalty prior to maturity.
As of June 30, 2018 and September 30, 2017 the Company was in compliance with all  covenants.  Obligations under the Credit  Facility are collateralized by
eligible inventory, accounts receivable and intellectual property of the Company. As of June 30, 2018 and September 30, 2017 the Company did not have any
outstanding borrowings under the Credit Facility and had $4.5 million and $4.4 million, respectively, in undrawn letters of credit that reduced the availability
under the Credit Facility. The average interest rates were LIBOR +1.25% as of June 30, 2018 and September 30, 2017 .

Subsequent to the nine months ended June 30, 2018 , in July 2018, the Company amended its existing 2015 Credit Facility with J.P. Morgan Chase Bank,
N.A. to, among other things,  extend its term from October 2020 to October 2021 and provide for a $40.0 million term loan, which increased the Company’s
borrowing capacity thereunder from $80.0 million to $120.0 million. In connection with the amendment, the Company borrowed $40.0
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million under  a  term loan (the "New Term Loan”),  which the Company used to  pay off  all  outstanding borrowings,  accrued interest  and fees  under  its  then-
outstanding term loan, as described below. The New Term Loan has a maturity date of October 2021 and bears interest at a variable rate equal to an adjusted
LIBOR plus 2.25% . The Company will make its first principal payment under the New Term Loan in July 2019 and will make quarterly principal payments
thereafter. The Company elected to make interest payments on a semi-annual basis.

Term
loan

In March 2016, the Company entered into a $25.0 million, five -year term loan agreement with Gordon Brothers Finance Company (the “Term Loan”). The
Term Loan initially bore interest at a variable rate equal to an adjusted LIBOR plus 10.0% , with a minimum rate of 10.5% per annum. In December 2016, the
Company  amended  the  Term  Loan  (the  “Amended  Term  Loan”)  and  borrowed  an  additional  $15.0 million  net  of  issuance  costs,  increasing  the  aggregate
principal  amount  of  the  loan  to $40.0 million,  reducing  the  interest  rate  to  a  variable  rate  equal  to  an  adjusted  LIBOR plus 9.5% and  changing  prepayment
penalty terms. The Amended Term Loan bore interest at a variable rate equal to an adjusted LIBOR plus 9.5% , with a minimum rate of 10.0% per annum. The
effective  interest  rate  on  the  Term  Loan  was  11.48%  and  10.74%  as  of  June  30,  2018  and  September  30,  2017  ,  respectively.  As  of  June  30,  2018  and
September  30,  2017  ,  the  Company  was  in  compliance  with  all  covenants  and  the  carrying  value  of  the  Amended  Term Loan  was $39.7 million  and $39.6
million,  respectively,  net  of  unamortized  debt  discount  of  $0.3 million  and  $0.4 million,  respectively.  Obligations  under  the  Amended  Term  Loan  were
collateralized by eligible inventory, accounts receivable and intellectual property of the Company.

As described above, in July 2018, the Company terminated its $40.0 million Amended Term Loan with Gordon Brothers Finance Company. In connection
with  the  termination  and new borrowings  under  the  New Term Loan,  the  Company paid  off  all  outstanding borrowings,  accrued interest,  and fees  under  the
Amended Term Loan.

7. Redeemable convertible preferred stock

As of June 30, 2018 and September 30, 2017 redeemable convertible preferred stock consisted of the following:

(In thousands, except shares)              
As of June 30, 2018 and September 30, 2017

  Authorized Shares  
Issued and

Outstanding Shares   Carrying Value  
Liquidation
Preference

Series A Preferred Stock 10,035,000   10,005,000   $ 15,060   $ 15,008
Series B Preferred Stock 3,881,250   3,730,000   5,926   5,968
Series C Preferred Stock 11,700,000   11,688,766   26,556   25,000
Series D Preferred Stock 7,058,824   7,058,824   42,799   45,000

Total 32,675,074   32,482,590   $ 90,341   $ 90,976

Upon the closing of  the  IPO, all  shares  of  the  Company's  outstanding redeemable  convertible  preferred  stock automatically  converted  on a one -for-one
basis into an aggregate of 32,482,590 shares of common stock.

8. Stock option plan and stock-based compensation

During 2003, the Company’s Board of Directors (the "Board") established the 2003 Stock Plan, as amended (the “2003 Plan”). As of June 30, 2018 , there
were  89,000,000  shares  authorized  under  the  2003  Plan  and  1,799,258  shares  were  reserved  for  future  issuance.  As  of  September  30,  2017  ,  there  were
85,000,000 shares authorized under the 2003 Plan, and 2,088,004 shares were reserved for future issuance. The 2003 Plan includes incentive stock options that
are  subject  to  the  rules  and  regulations  of  the  Internal  Revenue  Code  of  1986,  as  amended  (the  "Code"),  and  nonqualified  stock  options.  The  option  price,
number  of  shares  and  grant  date  are  determined  at  the  discretion  of  the  Board.  As  long  as  the  optionholder  performs  services  for  the  Company,  the  options
generally vest over 48 months , with cliff vesting after one year and monthly vesting thereafter. All options are exercisable for a period not to exceed ten years
from the date of grant.
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In July 2018, the Board adopted the 2018 Equity Incentive Plan (the "2018 Plan") and ceased granting awards under the 2003 Plan. The 2018 Plan became
effective in connection with the IPO. The Company reserved 21,200,000 shares of its common stock for issuance under the 2018 Plan. Any remaining shares
available for issuance under the 2003 Stock Plan on the effective date of the 2018 Plan were added to the shares of common stock reserved for issuance under
the 2018 Plan.

Stock option activity was as follows:

 
Number of

Options  
Weighted Average

Exercise Price  

Weighted Average
Remaining

Contractual Term  
Weighted Average

Intrinsic Value
          (in years)   (in thousands)

Outstanding at September 30, 2017 45,817,252   $ 9.20   6.9   $ 199,663
Granted 7,676,414   $ 15.09        
Exercised (1,735,750)   $ 3.31        
Forfeited (3,387,668)   $ 13.05        

Outstanding at June 30, 2018 48,370,248   $ 10.08   6.7   $ 243,060

               
At June 30, 2018              

Options exercisable 30,582,952   $ 7.70   5.4   $ 226,453
Options vested and expected to vest 45,413,361   $ 9.80   6.6   $ 240,964

               

As of June 30, 2018 and September 30, 2017 , the Company had $73.5 million and $74.9 million, respectively, of unrecognized stock-based compensation
expense which is expected to be recognized over a weighted-average period of 2.7 and 2.8 years, respectively.

The Company’s policy for issuing stock upon stock option exercise is to issue new common stock.

Total stock-based compensation expense by function category was as follows:

  Three Months Ended   Nine Months Ended
  June 30, 2018   July 1, 2017   June 30, 2018   July 1, 2017
(In thousands)              
Cost of revenue $ 49   $ 65   $ 156   $ 179
Research and development 3,651   3,529   10,417   10,136
Sales and marketing 4,391   3,899   12,414   11,172
General and administrative 2,242   2,045   6,410   5,474

Total stock-based compensation expense $ 10,333   $ 9,538   $ 29,397   $ 26,961

9. Income taxes

The  Company's  tax  provision  and  the  resulting  effective  tax  rate  for  interim  periods  is  determined  based  upon  its  estimated  annual  effective  tax  rate,
adjusted  for  the  effect  of  discrete  items  arising  in  that  quarter.  The  impact  of  such  inclusions  could  result  in  a  higher  or  lower  effective  tax  rate  during  a
particular quarter, based upon the mix and timing of actual earnings or losses versus annual projections. In each quarter, the Company updates its estimate of the
annual effective tax rate, and if the estimated annual tax rate changes, a cumulative adjustment is made in that quarter. The Company had an income tax expense
of $0.5 million and $0.2 million for the three months ended June 30, 2018 and July 1, 2017, respectively,  and an income tax expense of $1.1 million and an
income tax benefit of $1.8 million for the nine months ended June 30, 2018 and July 1, 2017, respectively. In fiscal 2017, the Company amended a tax audit
settlement agreement with the Dutch Tax Administration, which, among other things, resulted in a release
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of previously accrued tax liabilities for Sonos Europe B.V. that was partially offset by the establishment of a valuation allowance based on cumulative losses,
resulting in a net tax benefit in the first nine months of fiscal 2017.

Tax
Act

On December 22, 2017, President Trump signed the Tax Cuts and Jobs Act (the "Tax Act") into law, implementing a wide variety of changes to the U.S. tax
system. Among other changes at the corporate level, the Tax Act includes (i) a reduction in the U.S. federal corporate income tax rate from 35% to 21%, (ii)
further limitations on the deductibility of interest expense and certain executive compensation, (iii) the repeal of the corporate alternative minimum tax, (iv) the
imposition of a territorial tax system with a one-time repatriation tax on deemed repatriated earnings of foreign subsidiaries and (v) subjecting certain foreign
earnings to U.S. taxation through a base erosion anti-abuse tax (“BEAT”) and a new tax related to global intangible low taxed income (“GILTI”). Additionally,
certain foreign derived intangible income (“FDII”) may prospectively be subject to a reduced rate of income tax from the statutorily enacted rate of 21%. Some
of these changes, including the BEAT, FDII and GILTI provisions, will not come into effect until the Company’s 2019 fiscal year, but because the decrease in
the corporate income tax rate was effective January 1, 2018, the Company has reduced the future tax benefits of the Company’s existing U.S. deferred tax assets.
However, since the Company maintains a full valuation allowance against these assets, it did not have a material impact on the Company’s results of operations
or  financial  condition.  The  Company has  not  recorded  a  provision  related  to  the  one-time  transition  tax  under  Section  965 of  the  Code as  the  Company has
estimated that its foreign subsidiaries have a consolidated deficit in accumulated and current earnings and profits.

The Company’s  accounting for  the elements  of  the Tax Act  is  incomplete.  The Company has made reasonable  estimates  of  the effects  to  the condensed
consolidated statements of operations and comprehensive loss and condensed consolidated balance sheets and have preliminarily determined that a provision is
not required. The ultimate impact of the Tax Act may differ from the above estimates due to potential future legislative action to address questions that have
arisen because of the Tax Act, issuance of additional guidance by the Internal Revenue Service (the "IRS") to provide clarity on certain provisions of the Tax Act
and  any  changes  in  accounting  standards  for  income  taxes  or  related  interpretations  in  response  to  the  Tax  Act.  The  SEC  has  issued  rules  that  allow  for  a
measurement  period  of  up  to  one  year  after  the  enactment  date  of  the  Tax  Act  to  finalize  the  recording  of  the  related  tax  impacts.  The  Company  currently
anticipates finalizing and recording any resulting adjustments by the end of its fiscal quarter ending December 29, 2018.
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10. Net loss per share attributable to common stockholders

Basic and diluted net  loss per  share attributable  to common stockholders  is  presented in conformity with the two-class method required for participating
securities.  The Company considers its redeemable convertible preferred stock to be participating securities as the holders of redeemable convertible preferred
stock are entitled to receive noncumulative dividends in the event  that  a dividend is  paid on common stock. The holders of redeemable convertible  preferred
stock and the holders  of non-vested restricted stock do not  have a contractual  obligation to share in the losses of the Company. Basic net  loss attributable  to
common stockholders per share is calculated by dividing net loss attributable to common stockholders by the weighted-average number of shares of common
stock outstanding less shares subject to repurchase. Diluted net loss per share attributable to common stockholders adjusts the basic net loss per share attributable
to  common  stockholders  and  the  weighted-average  number  of  shares  of  common  stock  outstanding  for  the  potentially  dilutive  impact  of  stock  options  and
restricted stock, using the treasury stock method, and convertible preferred stock using the as-if-converted method.

The following table sets forth the computation of the Company’s basic and diluted net loss per share attributable to common stockholders:

  Three Months Ended   Nine Months Ended
  June 30, 2018   July 1, 2017   June 30, 2018   July 1, 2017
(In thousands, except per share data)          
Numerator:              
Net income (loss) $ (26,988)   $ (14,539)   $ (13,884)   $ 688
Less: earnings attributable to preferred stockholders —   —   —   (688)

Net loss attributable to common stockholders—basic and diluted (26,988)   (14,539)   (13,884)   —

Denominator:              

Weighted-average shares of common stock—basic and diluted 60,074,763   56,334,641   59,484,761   55,776,325

Net loss per share attributable to common stockholders:              

Net loss per share attributable to common stockholders—basic and diluted $ (0.45)   $ (0.26)   $ (0.23)   $ —

The following potentially dilutive shares were excluded from the computation of diluted net loss per share for the periods presented because including them
would have been antidilutive:

  Three Months Ended   Nine Months Ended
  June 30, 2018   July 1, 2017   June 30, 2018   July 1, 2017
Stock options to purchase common stock 48,370,248   48,554,772   48,370,248   48,554,772
Convertible preferred stock 32,482,590   32,482,590   32,482,590   32,482,590
Shares subject to repurchase 53,892   53,892   53,892   53,892

Total 80,906,730   81,091,254   80,906,730   81,091,254
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(unaudited)

11. Commitments and contingencies

Inventory

The Company enters into various inventory-related purchase agreements with suppliers. Generally, under these agreements, 100% of orders are cancelable
by giving notice 29 days prior to the expected shipment date. Orders are non-cancelable within 28 days prior to the expected shipment date. At June 30, 2018 ,
the Company had $40.9 million in non-cancelable purchase commitments with inventory suppliers. The remaining minimum total purchase commitments under
the agreements with these suppliers at June 30, 2018 was $38.9 million for the remainder of fiscal 2018 and $2.0 million in fiscal 2019 .

Legal
proceedings

From  time  to  time,  the  Company  is  involved  in  legal  proceedings  in  the  ordinary  course  of  business,  including  claims  relating  to  employee  relations,
business  practices  and patent  infringement.  Litigation can be expensive and disruptive to normal  business  operations.  Moreover,  the results  of  complex legal
proceedings are difficult to predict and the Company’s view of these matters may change in the future as the litigation and events related thereto unfold. The
Company expenses legal fees as incurred. The Company records a provision for contingent losses when it is both probable that a liability has been incurred and
the amount of the loss can be reasonably estimated. An unfavorable outcome to any legal matter,  if material,  could have an adverse effect on the Company’s
operations or its financial position, liquidity or results of operations.

On  October  21,  2014,  the  Company  commenced  a  patent  infringement  action  in  the  United  States  District  Court,  District  of  Delaware  against  D&M
Holdings Inc. d/b/a The D+M Group, D&M Holdings U.S. Inc. and Denon Electronics (USA), LLC (collectively, “Denon”). On May 18, 2018, the Company
entered into a patent covenant agreement with Denon, effective May 17, 2018, with a term lasting through May 22, 2022. Under the agreement, Denon will make
royalty  payments  over  the  nine  months  following  the  effective  date,  covering  both  historical  sales  and  sales  throughout  the  term,  at  an  effective  royalty  rate
materially consistent with the December 14, 2017 jury verdict. Pursuant to the agreement, all claims asserted in the Company’s patent infringement claim against
Denon and in Denon’s countersuit against the Company were dismissed with prejudice and the parties released claims of any past infringement of the patents
asserted in the litigation between the Company and Denon and any patents related thereto.

On  March  10,  2017,  Implicit,  LLC  (“Implicit”)  filed  a  patent  infringement  action  in  the  United  States  District  Court,  District  of  Delaware  against  the
Company. Implicit is asserting that the Company infringed on two patents in this case. The Company denies the allegations. There is no assurance of a favorable
outcome and the Company’s business could be adversely affected as a result of a finding that the Company patents-in-suit are invalid and/or unenforceable. A
range of loss, if any, associated with this matter is not probable or reasonably estimable as of June 30, 2018 and September 30, 2017.

The Company is involved in certain other litigation matters not listed above but does not consider the matters to be material  either individually or in the
aggregate at this time. The Company’s view of the matters not listed may change in the future as the litigation and events related thereto unfold.

12. Subsequent events

On August 6, 2018 , the Company completed the IPO of its common stock (see Note 1).

Upon  the  closing  of  the  IPO,  all  outstanding  shares  of  the  Company's  redeemable  convertible  preferred  stock  automatically  converted  into    32,482,590
shares of common stock on a  one -for-one basis.

In July 2018 the Board adopted the 2018 Plan and ceased granting awards under the 2003 Plan (see Note 8).

In July 2018, the Company amended its existing Credit Facility with J.P. Morgan Chase Bank, N.A. to, among other things, extend its term from October
2020 to October 2021 and provide for a $40.0 million term loan. At the same time, in July 2018, the Company terminated the Amended Term Loan with Gordon
Brothers Finance Company and paid off all outstanding borrowings, accrued interest and fees thereunder (see Note 6).
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(unaudited)

On July 19, 2018, the Company effected a two -for-one stock split of all outstanding shares of the Company’s capital stock, including its common stock and
its redeemable convertible preferred stock (see Note 1).
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The
following
discussion
and
analysis 
of 
our
financial 
condition
and
results 
of 
operations 
should
be
read
in
conjunction
with
our
condensed
consolidated
financial
statements
and
related
notes
included
in
Part
I,
Item
1
of
this
Quarterly
Report
on
Form
10-Q
and
with
our
audited
consolidated
financial
statements
included
in
the
Final
Prospectus.

We
have
a
4-4-5
fiscal
year
ending
on
the
Saturday
nearest
September
30
each
year.
Our
fiscal
year
is
divided
into
four
quarters
of
13
weeks,
each
beginning
on
a
Sunday
and
containing
two
4-week
months
followed
by
a
5-week
"month."

Forward-Looking
Statements

This
Quarterly
Report
on
Form
10-Q
contains
forward-looking
statements.
All
statements
other
than
statements
of
historical
facts
contained
in
this
Quarterly
Report 
on 
Form 
10-Q, 
including 
statements 
regarding 
future 
operations 
are 
forward-looking 
statements. 
In 
some 
cases, 
forward-looking 
statements 
may 
be
identified 
by 
words
such
as 
"believe," 
"may," 
"will," 
"estimate," 
"continue," 
"anticipate," 
"intend," 
"could," 
"would," 
"expect," 
"objective," 
"plan," 
"potential,"
"seek,"
"grow,"
"target,"
"if,"
and
similar
expressions
intended
to
identify
forward-looking
statements.
We
have
based
these
forward-looking
statements
largely
on
our
current
expectations
and
projections
about
future
events
and
trends
that
we
believe
may
affect
our
financial
condition,
results
of
operations,
business
strategy,
short-term
and
long-term
business
operations
and
objectives
and
financial
needs.
These
forward-looking
statements
are
subject
to
a
number
of
risks,
uncertainties
and
assumptions,
including
those
described
in
the
section
titled
"Risk
Factors"
set
forth
in
Part
II,
Item
1A
of
this
Quarterly
Report
on
Form
10-Q
and
in
our
other
SEC
filings,
including
the
Final
Prospectus.
Moreover,
we
operate
in
a
very
competitive
and
rapidly
changing
environment.
New
risks
emerge
from
time
to
time.
It
is 
not 
possible 
for 
our 
management 
to 
predict 
all 
risks, 
nor 
can 
we 
assess 
the 
impact 
of 
all 
factors 
on 
our 
business 
or 
the 
extent 
to 
which 
any 
factor, 
or
combination
of
factors,
may
cause
actual
results
to
differ
materially
from
those
contained
in
any
forward-looking
statements
we
may
make.
In
light
of
these
risks,
uncertainties 
and 
assumptions, 
the 
future 
events 
and 
trends 
discussed 
in 
this 
Quarterly 
Report 
on 
Form 
10-Q 
may 
not 
occur 
and 
actual 
results 
may 
differ
materially 
and 
adversely 
from 
those 
anticipated 
or 
implied 
in 
the 
forward-looking 
statements. 
You 
should 
read 
this 
Quarterly 
Report 
on 
Form
10-Q 
with 
the
understanding
that
our
actual
future
results,
levels
of
activity,
performance
and
events
and
circumstances
may
be
materially
different
from
what
we
expect.

Overview

Sonos was founded with a clear mission—to fill every home with music. This mission led us to invent wireless multi-room home audio. Sonos transforms
the way people  live  and interact  by restoring the  shared experience  of  music  throughout  the  home.  Our home sound system provides  an immersive  listening
experience created by our thoughtfully designed speakers and components, our proprietary software platform and the ability to wirelessly stream the content our
customers love from the services they prefer.

We  generate  revenue  from  the  sale  of  our  wireless  speakers,  home  theater  speakers  and  component  products,  as  new  customers  buy  our  products  and
existing customers continue to add products to their Sonos home sound systems. We sell our products primarily through over 10,000 third-party physical retail
stores,  including  custom  installers  of  home  audio  systems.  We  also  sell  through  select  e-commerce  retailers  and  our  website  sonos.com.  Our  products  are
distributed  in  over  50  countries.  We  operate  offices  and  development  labs  worldwide,  with  a  significant  presence  in  the  United  States,  the  Netherlands  and
China.

We  are  focused  on  driving  sustainable,  profitable  long-term  growth  with  our  five  key  growth  strategies,  which  include:  (1)  consistently  introducing
innovative products; (2) investing in geographic expansion into new countries by employing country-specific marketing campaigns and distribution channels; (3)
continuing to build direct  relationships with current  and prospective customers through sonos.com and the Sonos app to drive direct  sales;  (4)  expanding our
partner ecosystem to provide our customers access to streaming music services, voice assistants, internet radio, podcasts and audiobook content; (5) increasing
our household penetration rates in our existing geographic markets by investing in brand awareness, expanding our product offerings and growing our partner
ecosystem.
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Key Metrics

In  addition  to  the  measures  presented  in  our  condensed  consolidated  financial  statements,  we  use  the  following  additional  key  metrics  to  evaluate  our
business, measure our performance, identify trends affecting our business and assist us in making strategic decisions. Our key metrics are products sold, adjusted
EBITDA and adjusted EBITDA margin.

Net income (loss) is the most directly comparable financial measure calculated under U.S. GAAP for adjusted EBITDA. In the three months ended June 30,
2018 and July 1, 2017 , we had net loss of $27.0 million and $14.5 million, respectively. In the nine months ended June 30, 2018 and July 1, 2017 , we had net
loss of $13.9 million and net income of $0.7 million, respectively.

  Three Months Ended   Nine Months Ended
  June 30, 2018   July 1, 2017   June 30, 2018   July 1, 2017
               
  (in thousands, except percentages)
Products sold 887   796   3,957   3,173
Adjusted EBITDA $ (1,541)   $ 2,306   $ 48,968   $ 51,406
Adjusted EBITDA margin (0.7)%   1.0%   5.7%   6.6%

Products
Sold

Products  sold represents  the number of  products  that  are  sold during a period,  net  of  returns.  Products  sold includes the sale  of  wireless  speakers,  home
theater  speakers  and components.  Products  sold excludes  the sale  of  other  products,  such as  Sonos and third-party  accessories.  Historically,  the sale  of  these
accessories has not materially contributed to our revenue and we expect this trend to continue. Growth rates between products sold and revenue are not perfectly
correlated  because  our  revenue  is  affected  by  other  variables,  such  as  the  mix  of  products  sold  during  the  period,  promotional  discount  activity  and  the
introduction of new products that may have higher or lower than average selling prices.

Adjusted
EBITDA
and
Adjusted
EBITDA
Margin

We define adjusted EBITDA as net income (loss) adjusted to exclude the impact of stock-based compensation expense, depreciation, interest expense, net,
other income (expense), net and provision for (benefit from) income taxes. We define adjusted EBITDA margin as adjusted EBITDA divided by revenue. See
"Non-GAAP  Financial  Measures"  below  for  information  regarding  our  use  of  adjusted  EBITDA  and  adjusted  EBITDA  margin  and  a  reconciliation  of  net
income (loss) to adjusted EBITDA.

Non-GAAP
Financial
Measures

To supplement our condensed consolidated financial statements presented in accordance with U.S. GAAP, we monitor and consider adjusted EBITDA and
adjusted  EBITDA  margin,  which  are  non-GAAP  financial  measures.  These  non-GAAP  financial  measures  are  not  based  on  any  standardized  methodology
prescribed by U.S. GAAP and are not necessarily comparable to similarly titled measures presented by other companies.
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We use these non-GAAP financial  measures  to  evaluate  our  operating performance  and trends and make planning decisions.  We believe that  these non-
GAAP financial measures help identify underlying trends in our business that could otherwise be masked by the effect of the expenses and other items that we
exclude in these non-GAAP financial measures. Accordingly, we believe that these non-GAAP financial measures provide useful information to investors and
others in understanding and evaluating our operating results, enhancing the overall understanding of our past performance and future prospects, and allowing for
greater  transparency with respect  to  a  key financial  metric  used by our  management  in  its  financial  and operational  decision-making.  Adjusted EBITDA and
adjusted  EBITDA  margin  are  non-GAAP  financial  measures,  and  should  not  be  considered  in  isolation  of,  or  as  an  alternative  to,  measures  prepared  in
accordance with U.S. GAAP. There are a number of limitations related to the use of adjusted EBITDA rather than net income (loss), which is the nearest U.S.
GAAP equivalent of adjusted EBITDA, and the use of adjusted EBITDA margin rather than operating margin, which is the nearest U.S. GAAP equivalent of
adjusted EBITDA margin. Some of these limitations are:

• these non-GAAP financial measures exclude depreciation and, although these are non-cash expenses, the assets being depreciated may be replaced in the
future;

• these non-GAAP financial measures exclude stock-based compensation expense, which has been, and will continue to be, a significant recurring expense
for our business and an important part of our compensation strategy;

• these non-GAAP financial measures do not reflect interest expense, or the cash requirements necessary to service interest or principal payments on our
debt, which reduces cash available to us;

• these non-GAAP financial measures do not reflect the effect of foreign currency exchange gains or losses, which is included in other income (expense),
net;

• these non-GAAP financial measures do not reflect income tax payments that reduce cash available to us; and
• the expenses and other items that we exclude in our calculation of these non-GAAP financial measures may differ from the expenses and other items, if

any, that other companies may exclude from these non-GAAP financial measures when they report their operating results.

Because  of  these  limitations,  these  non-GAAP financial  measures  should  be  considered  along  with  other  operating  and  financial  performance  measures
presented in accordance with U.S. GAAP.

The following table presents a reconciliation of net income (loss) to adjusted EBITDA:

  Three Months Ended   Nine Months Ended

 
June 30, 

2018  
July 1, 

2017  
June 30, 

2018  
July 1, 

2017
  (in thousands, except percentages)
Net income (loss) $ (26,988)   $ (14,539)   $ (13,884)   $ 688
Depreciation 9,760   8,901   28,647   24,447
Stock-based compensation expense 10,333   9,538   29,397   26,961
Interest expense, net 1,116   1,185   3,367   3,187
Other (income) expense, net 3,744   (2,975)   315   (2,047)
Provision for (benefit from) income taxes 494   196   1,126   (1,830)

Adjusted EBITDA $ (1,541)   $ 2,306   $ 48,968   $ 51,406

Revenue $ 208,398   $ 223,078   $ 864,069   $ 778,431
Adjusted EBITDA margin (0.7)%   1.0%   5.7%   6.6%
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Factors Affecting Performance

New
Product 
Introductions.
To  date,  new  product  introductions  have  had  a  positive  impact  on  our  revenue.  We  intend  to  introduce  new  products  that
appeal to a broad set of consumers and to increase the cadence of new product launches. As we increase the pace of our product introductions, we expect our
gross  margin  to  decline  in  the  near  to  intermediate  term  as  new  products  gain  a  larger  share  of  our  overall  product  mix.  Accordingly,  our  future  financial
performance will be affected by our ability to drive cost of revenue savings as we scale production over time.

Voice 
Control
 .
We believe  voice  control  technology  is  disrupting  the  home  audio  market  and  changing  what  consumers  expect  from  a  home  speaker.
Therefore, our product roadmap is focused on delivering products with native voice control. For example, we released Sonos One in the first quarter of fiscal
2018, our entry into the voice-enabled speaker category, and we introduced the voice-enabled Sonos Beam in July 2018. Our ability to develop, manufacture and
sell voice-enabled speakers that deliver differentiated consumer experiences will be a critical driver of our future performance, particularly as we compete in a
larger market with an expanding number of competitors. We currently compete with, and will continue to compete with, companies that have greater resources
than we do, some of which have already brought voice-enabled speakers to market. We are also partnering with certain of these companies in the development of
our own voice-enabled products. Our competitiveness in the voice-enabled speaker market will depend on successful investment in research and development,
market acceptance of our products and our ability to maintain and benefit from these technology partnerships.

Seasonality
 .
Historically,  we have experienced the highest  levels  of  revenue in the first  fiscal  quarter  of  the year,  coinciding with the holiday shopping
season. Our promotional discounting activity is higher in the first fiscal quarter as well, which negatively impacts gross margin during this period. However, our
higher  sales  volume in  the  holiday  shopping  season  has  historically  resulted  in  a  higher  operating  margin  in  the  first  fiscal  quarter  due  to  positive  operating
leverage. Given this significant seasonality,  accurate forecasting for the first  fiscal quarter is critical  to our inventory management,  as well as to our full-year
financial planning and performance.

Ability
to
Sell
Additional
Products
to
Existing
Customers
.
Our ability to sell additional products to existing customers is a key part of our business model,
as  follow-on purchases  indicate  high customer  engagement  and satisfaction,  decrease  the likelihood of  competitive  substitution and result  in  higher  customer
lifetime value. As our customers add Sonos to their homes and listen to more music, they typically increase the number of our products in their homes. We will
continue to innovate and invest in product development in order to enhance customer experience and drive sales of additional products to existing customers.

Expansion 
of 
Partner 
Ecosystem
 .
Expanding  and  maintaining  strong  relationships  with  our  partners  will  remain  important  to  our  success.  We  look  to
partner  with  a  wide  variety  of  streaming  music  services,  voice  assistants,  connected  home  integrators,  content  creators  and  podcast  providers.  To  date,  our
agreements with these partners have all been on a royalty-free basis. As competition increases, we believe our ability to give users the freedom to choose across
the broadest set of streaming services and voice control partners will be a key differentiating factor.

Components of Results of Operations

Revenue

We generate substantially all of our revenue from the sale of wireless speakers, home theater speakers and components. We also generate a small portion of
our revenue from other revenue sources, such as the sale of Sonos and third-party accessories like speaker stands and wall mounts. Our revenue is recognized net
of  allowances  for  returns,  discounts,  sales  incentives  and  any  taxes  collected  from  customers.  We  also  defer  a  portion  of  our  revenue  that  is  allocated  to
unspecified  software  upgrades  and cloud-based  services.  Our  revenue  is  subject  to  fluctuation  based on the  foreign  currency  in  which our  products  are  sold,
principally for sales denominated in the euro and the British pound.

Cost
of
Revenue

Cost  of  revenue  consists  of  product  costs,  including  costs  of  our  contract  manufacturer  for  production,  component  costs,  shipping  and  handling  costs,
warranty replacement costs,  packaging, fulfillment costs,  manufacturing and tooling equipment depreciation,  warehousing costs,  hosting costs and excess and
obsolete inventory write-downs. In addition, we allocate certain costs related to management and facilities, personnel-related expenses and other
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expenses associated with supply chain logistics. Personnel-related expenses consist of salaries, bonuses, benefits and stock-based compensation expenses.

Gross
Profit
and
Gross
Margin

Our  gross  margin  may,  in  the  future,  fluctuate  from period  to  period  based  on  a  number  of  factors,  including  the  mix  of  products  we  sell,  the  channel
through which we sell our products and the foreign currency in which our products are sold. As we increase the pace of our product introductions, we expect our
gross margin to decline in the near to intermediate term as new products gain a larger share of our overall product mix. We have historically seen that the gross
margin  for  our  newly released products  are  lowest  at  launch and have tended to  increase  over  time as  we realize  cost  efficiencies.  In  addition,  our  ability  to
reduce the cost of our products is critical to increasing our gross margin over the long term. In this regard, we believe our ability to achieve these results will be
negatively impacted through calendar year 2019 due to an industry-wide supply shortage of multilayer ceramic capacitors, arising from an imbalance of global
demand and supply capacity and related increases in the costs of these components.

Operating
Expenses

Operating expenses consist of research and development, sales and marketing and general and administrative expenses.

Research 
and 
Development.
Research  and  development  expenses  consist  primarily  of  personnel-related  expenses,  consulting  and  contractor  expenses,
tooling, test equipment and prototype materials and allocated overhead costs. To date, software development costs have been expensed as incurred because the
period between achieving technological feasibility and the release of the software has been short and development costs qualifying for capitalization have been
insignificant.  We expect our research and development expenses to increase in absolute dollars as we continue to make significant investments in developing
new products and enhancing existing products. We also anticipate that these expenses will decline as a percentage of our revenue over the long term, but that
they may fluctuate based on our product development efforts.

Sales 
and
Marketing.
Sales  and  marketing  expenses  represent  the  largest  component  of  our  operating  expenses  and  consist  primarily  of  advertising  and
marketing  promotions  of  our  products  and  personnel-related  expenses,  as  well  as  trade  show  and  event  costs,  sponsorship  costs,  consulting  and  contractor
expenses,  travel,  product  display  expenses  and  related  depreciation,  customer  care  costs  and  allocated  overhead  costs.  We  expect  our  sales  and  marketing
expenses to increase in absolute dollars as we continue to actively promote our products. We also anticipate that these expenses will decrease as a percentage of
our revenue, but that they may fluctuate as we introduce new products.

General 
and 
Administrative
 .  General  and  administrative  expenses  consist  of  personnel-related  expenses  for  our  finance,  legal,  human  resources  and
administrative personnel, as well as the costs of professional services, any allocated overhead, information technology, litigation expenses, patent costs and other
administrative  expenses.  We  expect  our  general  and  administrative  expenses  to  increase  in  absolute  dollars  due  to  the  growth  of  our  business  and  related
infrastructure  as  well  as  legal,  accounting,  insurance,  investor  relations  and  other  costs  associated  with  recently  becoming  a  public  company.  However,  we
expect our general and administrative expenses to decrease as a percentage of our revenue as we scale our business.

Other
Income
(Expense),
Net

Interest 
Expense, 
Net.
 Interest  expense  consists  primarily  of  interest  expense  associated  with  our  debt  financing  arrangements  and  amortization  of  debt
issuance costs. Interest income consists primarily of interest income earned on our cash and cash equivalents balances.

Other
Income
(Expense),
Net.
Other income (expense), net consists primarily of our foreign currency exchange gains and losses relating to transactions and
remeasurement of asset and liability balances denominated in currencies other than the U.S. dollar. We expect our foreign currency gains and losses to continue
to fluctuate in the future due to changes in foreign currency exchange rates.
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Provision
for
(Benefit
from)
Income
Taxes

We are subject to income taxes in the United States and foreign jurisdictions in which we operate.  Our provision for (benefit  from) income taxes results
principally from our foreign operations. Foreign jurisdictions have statutory tax rates different from those in the United States. Accordingly, our effective tax
rates will vary depending on the relative proportion of foreign to U.S. income, the utilization of foreign tax credits and changes in tax laws.

Deferred  income  taxes  reflect  the  net  tax  effects  of  temporary  differences  between  the  carrying  amounts  of  assets  and  liabilities  for  financial  reporting
purposes and the amounts used for income tax purposes. A valuation allowance is provided when it is more likely than not that the deferred tax assets will not be
realized. We have established a full valuation allowance to offset our U.S. and certain foreign net deferred tax assets due to the uncertainty of realizing future tax
benefits from our net operating loss carryforwards and other deferred tax assets.
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Results of Operations

The  following  table  sets  forth  our  condensed  consolidated  results  of  operations  for  the  periods  indicated.  The  period-to-period  comparison  of  financial
results is not necessarily indicative of financial results to be achieved in future periods.

  Three Months Ended   Nine Months Ended

  June 30, 2018  
July 1, 

2017   June 30, 2018  
July 1, 

2017
  (in thousands)
Revenue $ 208,398   $ 223,078   $ 864,069   $ 778,431
Cost of revenue (1) 112,909   115,790   491,037   425,257

Gross profit 95,489   107,288   373,032   353,174
Operating expenses              

Research and development(1) 35,444   33,347   104,209   90,920
Sales and marketing(1) 60,819   70,074   214,077   207,225
General and administrative(1) 20,860   20,000   63,822   55,031

Total operating expenses 117,123   123,421   382,108   353,176
Operating loss (21,634)   (16,133)   (9,076)   (2)
Other income (expense), net              

Interest expense, net (1,116)   (1,185)   (3,367)   (3,187)
Other income (expense), net (3,744)   2,975   (315)   2,047

Total other income (expense), net (4,860)   1,790   (3,682)   (1,140)
               

Loss before provision for (benefit from) income taxes (26,494)   (14,343)   (12,758)   (1,142)
Provision for (benefit from) income taxes 494   196   1,126   (1,830)

Net income (loss) $ (26,988)   $ (14,539)   $ (13,884)   $ 688

Adjusted EBITDA (2) $ (1,541)   $ 2,306   $ 48,968   $ 51,406
               

               

(1) Amounts include stock-based compensation expense as follows:
  Three Months Ended   Nine Months Ended

  June 30, 2018  
July 1, 

2017   June 30, 2018  
July 1, 

2017
Cost of revenue $ 49   $ 65   $ 156   $ 179
Research and development 3,651   3,529   10,417   10,136
Sales and marketing 4,391   3,899   12,414   11,172
General and administrative 2,242   2,045   6,410   5,474

Total stock-based compensation expense $ 10,333   $ 9,538   $ 29,397   $ 26,961

               

(2) Adjusted EBITDA is a financial measure that is not calculated in accordance with U.S. GAAP. See the section titled "Non-GAAP Financial Measures."
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The following table sets forth selected condensed consolidated financial data for the periods indicated, expressed as a percentage of revenue (the table may
not foot due to rounding):

  Three Months Ended   Nine Months Ended

 
June 30, 

2018  
July 1, 

2017  
June 30, 

2018  
July 1, 

2017
Revenue 100.0 %   100.0%   100.0%   100.0%
Cost of revenue (1) 54.2   51.9   56.8   54.6

Gross profit 45.8   48.1   43.2   45.4
Operating expenses              

Research and development (1) 17.0   14.9   12.1   11.7
Sales and marketing (1) 29.2   31.4   24.8   26.6
General and administrative (1) 10.0   9.0   7.4   7.1

Total operating expenses 56.2   55.3   44.2   45.4
Operating loss (10.4)   (7.2)   (1.1)   —
Other income (expense), net              

Interest expense, net (0.5)   (0.5)   (0.4)   (0.4)
Other income (expense), net (1.8)   1.3   —   0.3

Total other income (expense), net (2.3)   0.8   (0.4)   (0.1)
Loss before provision for (benefit from) income taxes (12.7)   (6.4)   (1.5)   (0.1)
Provision for (benefit from) income taxes 0.2   0.1   0.1   (0.2)

Net income (loss) (13.0)   (6.5)   (1.6)   0.1

Adjusted EBITDA margin (2) (0.7)%   1.0%   5.7%   6.6%
               
               
(1) Amounts include stock-based compensation expense as follows:
  Three Months Ended   Nine Months Ended

 
June 30, 

2018  
July 1, 

2017  
June 30, 

2018  
July 1, 

2017
Cost of revenue — %   —%   —%   —%
Research and development 1.8   1.6   1.2   1.3
Sales and marketing 2.1   1.7   1.4   1.4
General and administrative 1.1   0.9   0.7   0.7

Total Stock-based compensation expense 5.0 %   4.3%   3.4%   3.5%

               (2) Adjusted EBITDA is a financial measure that is not calculated in accordance with U.S. GAAP. See the section titled "Non-GAAP Financial Measures."
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Comparison of the Three and Nine Months Ended June 30, 2018 and July 1, 2017

Revenue

  Three Months Ended   Change   Nine Months Ended   Change

  June 30, 2018   July 1, 2017   $   %   June 30, 2018   July 1, 2017   $   %

  (dollars and products sold in thousands)

Americas $ 122,982   $ 114,707   $ 8,275   7.2 %   $ 447,705   $ 388,620   $ 59,085   15.2%
Europe, Middle East
and Africa 75,585   95,802   (20,217)   (21.1)%   374,790   349,327   25,463   7.3%

Asia Pacific 9,831   12,569   (2,738)   (21.8)%   41,574   40,484   1,090   2.7%

Total revenue $ 208,398   $ 223,078   $ (14,680)   (6.6)%   $ 864,069   $ 778,431   $ 85,638   11.0%

                               
Total products sold 887   796   91   11.4 %   3,957   3,173   784   24.7%

Comparison
of
the
Three
Months
Ended
June
30,
2018
and
July
1,
2017

Revenue decreased by $14.7 million, or 6.6% , from $223.1 million for the three months ended July 1, 2017 to $208.4 million for the three months ended
June 30, 2018 , primarily due to an expected decrease in PLAYBASE revenue. PLAYBASE launched as a new product in the three months ended July 1, 2017,
resulting in a large revenue increase as our retail partners purchased their initial PLAYBASE inventory.

Products  sold  increased by 0.1 million,  or 11.4% ,  from 0.8 million  for  the  three  months  ended  July  1,  2017  to 0.9 million  for  the  three  months  ended
June 30, 2018 . The volume growth was primarily driven by sales of our newest wireless speaker product, Sonos One, which launched in October 2017, partially
offset by a decrease from sales of our home theater speakers driven by decrease in sales of our PLAYBASE product, which launched in the April 2017.

In constant U.S. dollars, total revenue decreased by 9.8% for the three months ended June 30, 2018 compared to the three months ended July 1, 2018, which
excludes the impact of foreign currencies weakening against the U.S. dollar. We calculate constant currency growth percentages by translating our prior-period
financial results using the current period average currency exchange rates and comparing these amounts to our current period reported results.

Comparison
of
the
Nine
Months
Ended
June
30,
2018
and
July
1,
2017

Revenue  increased $85.6 million,  or 11.0% ,  from $778.4 million  for  the  nine  months  ended  July  1,  2017  to $864.1 million  for  the  nine  months  ended
June 30, 2018 , primarily due to an increase in the number of products sold. In the nine months ended June 30, 2018 products sold increased 24.7% and revenue
increased 11.0% compared to the nine months ended July 1, 2017. Wireless speakers are our largest product category and revenue grew 16.4% compared to the
same period in the prior fiscal year, driven by the introduction of Sonos One in October 2017. Home theater speakers revenue increased 6.4% compared to the
same period in the prior fiscal year, despite last year’s PLAYBASE launch.

In constant  U.S.  dollars,  revenue increased by 6.2% for  the nine months ended June 30,  2018 compared  to  the nine months ended July  1,  2017  , which
excludes the impact of foreign currencies weakening against the U.S. dollar.
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Cost
of
Revenue
and
Gross
Profit

  Three Months Ended   Change   Nine Months Ended   Change

  June 30, 2018   July 1, 2017   $   %   June 30, 2018   July 1, 2017   $   %

  (dollars in thousands)

Cost of revenue $ 112,909   $ 115,790   $ (2,881)   (2.5)%   $ 491,037   $ 425,257   $ 65,780   15.5%

Gross profit $ 95,489   $ 107,288   $ (11,799)   (11.0)%   $ 373,032   $ 353,174   $ 19,858   5.6%

Gross margin 45.8%   48.1%         43.2%   45.4%      

Comparison
of
the
Three
Months
Ended
June
30,
2018
and
July
1,
2017

Cost of revenue decreased $2.9 million, or 2.5% , from $115.8 million for the three months ended July 1, 2017 to $112.9 million for the three months ended
June 30, 2018 , primarily due to the decrease in revenue. Gross margin decreased by 2.3 percentage points for the three months ended June 30, 2018 compared to
the three months ended July 1, 2017 , primarily due to the impact of lower margins on wireless speakers in connection with the launch of our new Sonos One
product in October 2017, as well as lower retail prices on our older wireless speakers.

Comparison
of
the
Nine
Months
Ended
June
30,
2018
and
July
1,
2017

Cost of revenue increased $65.8 million, or 15.5% , from $425.3 million for the nine months ended July 1, 2017 to $491.0 million for the nine months ended
June 30, 2018 , primarily due to the increase in revenue. Gross margin decreased by 2.2 percentage points for the nine months ended June 30, 2018 compared to
the nine months ended July 1, 2017 , primarily due to the impact of lower margins on wireless speakers in connection with the launch of our new Sonos One
product in October 2017, as well as lower retail prices on our older wireless speakers.

Research
and
Development

  Three Months Ended   Change   Nine Months Ended   Change

  June 30, 2018   July 1, 2017   $   %   June 30, 2018   July 1, 2017   $   %

  (dollars in thousands)
Research and
development $ 35,444   $ 33,347   $ 2,097   6.3%   $ 104,209   $ 90,920   $ 13,289   14.6%
Percentage of
revenue 17.0%   14.9%           12.1%   11.7%        

Comparison
of
the
Three
Months
Ended
June
30,
2018
and
July
1,
2017

Research and development expenses increased $2.1 million, or 6.3% , from $33.3 million for the three months ended July 1, 2017 to $35.4 million for the
three  months  ended  June  30,  2018  .  The  increase  was  primarily  due  to  higher  personnel-related  expenses  of  $3.7  million  as  we  increased  our  headcount,
particularly in software personnel, during the period. The increase was offset by decreases in product development and professional fees associated with Sonos
One and lower allocated overhead costs.

Comparison
of
the
Nine
Months
Ended
June
30,
2018
and
July
1,
2017

Research and development expenses increased $13.3 million, or 14.6% , from $90.9 million for the nine months ended July 1, 2017 to $104.2 million for the
nine months  ended  June  30,  2018  .  The  increase  was  primarily  due  to  higher  personnel-related  expenses  of  $13.7  million  as  our  headcount,  particularly  in
software personnel, increased during the period.
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Sales
and
Marketing

  Three Months Ended   Change   Nine Months Ended   Change

  June 30, 2018   July 1, 2017   $   %   June 30, 2018   July 1, 2017   $   %

  (dollars in thousands)

Sales and marketing $ 60,819   $ 70,074   $ (9,255)   (13.2)%   $ 214,077   $ 207,225   $ 6,852   3.3%
Percentage of
revenue 29.2%   31.4%           24.8%   26.6%        

Comparison
of
the
Three
Months
Ended
June
30,
2018
and
July
1,
2017

Sales and marketing expenses decreased $9.3 million, or 13.2% , from $70.1 million for the three months ended July 1, 2017 to $60.8 million for the three
months ended June 30, 2018 . The decrease was primarily due to a decrease of $13.9 million in marketing and advertising costs primarily related to the support
of our launch of PLAYBASE in April 2017, as well as reduced marketing expenses as we transitioned away from traditional paid media and we adopted more
efficient direct-to-consumer and digital marketing tools. The decrease was offset by $3.5 million in one-time charges during the three months ended June 30,
2018  associated  with  our  reorganization  that  combined  our  marketing  and  commercial  teams,  as  well  as  an  increase  of  $1.2  million  related  to  third-party
customer care services.

Comparison
of
the
Nine
Months
Ended
June
30,
2018
and
July
1,
2017

Sales and marketing expenses increased $6.9 million, or 3.3% , from $207.2 million for the nine months ended July 1, 2017 to $214.1 million for the nine
months ended June 30, 2018 . The increase was primarily due to an increase of $12.5 million in personnel-related costs due to increased headcount and one-time
charges  associated  with  our  reorganization  that  combined  our  marketing  and  commercial  teams,  an  increase  of  $5.7  million  related  to  increased  third-party
customer care activity and retail store investments, and an increase of $3.4 million in depreciation related to a refresh of our product displays. These increases
were partially offset by a decrease of $15.5 million in marketing program expenses as compared to the same period last year due in part to the product launch of
PLAYBASE in April 2017, as well as reduced marketing expenses in the current period as we transitioned away from traditional paid media and adopted more
efficient direct-to-consumer and digital marketing tools.

General
and
Administrative

  Three Months Ended   Change   Nine Months Ended   Change

  June 30, 2018   July 1, 2017   $   %   June 30, 2018   July 1, 2017   $   %

  (dollars in thousands)
General and
administrative $ 20,860   $ 20,000   $ 860   4.3%   $ 63,822   $ 55,031   $ 8,791   16.0%
Percentage of
revenue 10.0%   9.0%           7.4%   7.1%        

Comparison
of
the
Three
Months
Ended
June
30,
2018
and
July
1,
2017

General and administrative expenses increased $0.9 million, or 4.3% , from $20.0 million for the three months ended July 1, 2017 to $20.9 million for the
three months ended June 30, 2018 . The increase was primarily due to an increase in personnel-related costs of $0.6 million, predominantly driven by growth in
headcount as we invested in personnel and programs to create the infrastructure necessary to support a public company.

Comparison
of
the
Nine
Months
Ended
June
30,
2018
and
July
1,
2017

General and administrative expenses increased $8.8 million, or 16.0% , from $55.0 million for the nine months ended July 1, 2017 to $63.8 million for the
nine months ended June 30, 2018 . The increase was primarily due to an increase in personnel-related costs of $5.5 million, predominantly driven by growth in
headcount as we invested in personnel and programs to create the infrastructure necessary to support a public company. In addition, professional
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services increased $3.1 million primarily for audit, compliance and other fees related to the preparation for our IPO, as well as external legal fees related to our
patent infringement case against Denon.

Interest
Expense,
Net
and
Other
Income
(Expense),
Net

  Three Months Ended   Change   Nine Months Ended   Change

  June 30, 2018   July 1, 2017   $   %   June 30, 2018   July 1, 2017   $   %

  (dollars in thousands)
Interest
expense, net $ (1,116)   $ (1,185)   $ 69   5.8 %   $ (3,367)   $ (3,187)   $ (180)   5.6 %
Other income
(expense), net $ (3,744)   $ 2,975   $ (6,719)   (225.8)%   $ (315)   $ 2,047   $ (2,362)   (115.4)%

Comparison
of
the
Three
Months
Ended
June
30,
2018
and
July
1,
2017

For the three months ended June 30, 2018 , we had other expense of $3.7 million compared to other income of $3.0 million for the three months ended July
1, 2017 . The change in other income (expense) is primarily due to foreign currency exchange losses, net, caused by the strengthening of the U.S. dollar against
foreign currencies.

Comparison
of
the
Nine
Months
Ended
June
30,
2018
and
July
1,
2017

For the nine months ended June 30, 2018 , we had nominal other expense compared to other income of $2.0 million for the three months ended July 1, 2017
. The change in other income (expense) is primarily due to foreign currency exchange losses, net, caused by the strengthening of the U.S. dollar against foreign
currencies.

Provision
for
(Benefit
from)
Income
Taxes

  Three Months Ended   Change   Nine Months Ended   Change

  June 30, 2018   July 1, 2017   $   %   June 30, 2018   July 1, 2017   $   %

  (dollars in thousands)
Provision for
(benefit from)
income taxes $ 494   $ 196   $ 298   152.0%   $ 1,126   $ (1,830)   $ 2,956   (161.5)%

Provision for income taxes changed from a tax benefit of $1.8 million for the nine months ended July 1, 2017 to a provision for income taxes of $1.1 million
for the nine months ended June 30, 2018 . In fiscal 2017, we amended a tax audit settlement agreement with the Dutch Tax Administration, which, among other
things, resulted in a release of previously accrued tax liabilities for Sonos Europe B.V. that was partially offset by the establishment of a valuation allowance
based on cumulative losses, resulting in a net tax benefit in the first nine months of fiscal 2017.

Liquidity and Capital Resources

Since our founding in 2002, our operations have been financed primarily through cash flow from operating activities, borrowings under our credit facilities
and net proceeds from the sale of our equity securities. As of June 30, 2018 , our principal sources of liquidity consisted of cash flow from operating activities,
cash  and  cash  equivalents  of  $124.4 million,  including  $16.4  million  held  by  our  foreign  subsidiaries,  and  borrowing  capacity  under  the  Credit  Facility.  In
accordance with our policy,  the undistributed earnings of our non-U.S. subsidiaries  remain indefinitely reinvested outside of  the United States as of June 30,
2018 , as they are required to fund needs outside the United States. In the event funds from foreign operations are needed to fund operations in the United States
and if U.S. tax has not already been previously provided, we may be required to accrue and pay additional U.S. taxes in order to repatriate these funds.
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On August 6, 2018 , upon the closing of our IPO, we received net proceeds of $90.6 million, after deducting underwriting discounts and commissions of
$5.3 million. Additionally, offering costs incurred by us are expected to total approximately $4.6 million.

We  believe  our  existing  cash  and  cash  equivalent  balances,  cash  flow  from  operations,  committed  credit  lines  and  net  proceeds  from  our  IPO  will  be
sufficient to meet our working capital and capital expenditure needs for at least the next 24 months. Our future capital requirements may vary materially from
those currently planned and will depend on many factors, including our rate of revenue growth, the timing and extent of spending on research and development
efforts and other business initiatives, the expansion of sales and marketing activities, the timing of new product introductions, market acceptance of our products
and overall economic conditions. To the extent that current and anticipated future sources of liquidity are insufficient to fund our future business activities and
requirements,  we  may  be  required  to  seek  additional  equity  or  debt  financing.  The  sale  of  additional  equity  would  result  in  additional  dilution  to  our
stockholders. The incurrence of debt financing would result in debt service obligations and the instruments governing such debt could provide for operating and
financing covenants that would restrict our operations.

Credit
Facilities

Credit
Facility

In  October  2015,  we  entered  into  a  Credit  Facility.  The  Credit  Facility  allows  us  to  borrow  up  to  $80.0  million,  including  up  to  $10.0  million  for  the
issuance of letters  of credit  and up to $8.0 million for swing line loans. In connection with the Credit  Facility,  we incurred costs of $0.6 million which were
recorded as an asset and amortized over the term of the agreement as interest expense. Borrowings under the Credit Facility may be drawn as CBFR Borrowings
or  Eurocurrency Borrowings,  and mature  in  October  2020.  CBFR Borrowings bear  interest  at  a  variable  rate  equal  to  the  highest  of  (i)  the prime rate  or  (ii)
adjusted LIBOR plus 2.5%, minus the applicable margin, but in any case at a minimum rate of 1.25% per annum. Eurocurrency Borrowings bear interest at a
variable rate based on the LIBOR plus the applicable margin. We are also required to pay an annual commitment fee on the average daily unused portion of the
facility of 0.2%, based on the usage of the facility. We have the option to repay the borrowings under the Credit Facility without penalty prior to maturity. The
Credit Facility requires us to comply with certain financial covenants, including requiring us to maintain a consolidated fixed charge coverage ratio of not less
than 1.0, and nonfinancial covenants. As of June 30, 2018 , we were in compliance with all covenants. Obligations under the Credit Facility are collateralized by
our eligible inventory, accounts receivable and our intellectual property. As of June 30, 2018 and September 30, 2017 , there were no outstanding borrowings,
and $4.5 million and $4.4 million, respectively, in undrawn letters of credit that reduce the availability under the Credit Facility.

In July 2018, we amended the Credit Facility to, among other things, extend its term from October 2020 to October 2021 and provide for the $40.0 million
New Term Loan, which increased our borrowing capacity thereunder from $80.0 million to $120.0 million. In connection with the amendment,  we borrowed
$40.0 million under the New Term Loan, which we used to pay off all outstanding borrowings, accrued interest and fees under the Amended Term Loan. The
New Term  Loan  has  a  maturity  date  of  October  2021  and  bears  interest  at  a  variable  rate  equal  to  an  adjusted  LIBOR plus  2.25%.  We  will  make  our  first
principal payment under the New Term Loan in July 2019 and will make quarterly principal payments thereafter. We elected to pay interest on a semi-annual
basis.

Term
Loan

In March 2016, we entered into a $25.0 million, five-year Term Loan. The Term Loan initially bore interest at a variable rate equal to an adjusted LIBOR
plus 10.0%, with a minimum rate of 10.5% per annum. In December 2016, we amended the Term Loan to increase the principal amount under the Term Loan by
$15.0 million, to a total of $40.0 million, reduce the interest rate to a variable rate equal to an adjusted LIBOR plus 9.5% and change the prepayment penalty
terms. We received net proceeds of $39.2 million, net of $0.8 million of debt issuance costs. The debt issuance costs are included in the carrying value of the
Amended Term Loan as a debt discount. The effective interest rate on the Amended Term Loan was 11.5% and 10.7% as of June 30, 2018 and September 30,
2017 , respectively. As of June 30, 2018 and September 30, 2017 , we were in compliance with all covenants, and the carrying value of the Amended Term Loan
was $39.7 million and $39.6 million, net of unamortized debt discount of $0.3 million and $0.4 million, respectively.

In July 2018, in connection with the entering into the New Term Loan described above, we terminated the Amended Term Loan and paid off all outstanding
borrowings, accrued interest and fees thereunder.
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Cash
Flows

The following table summarizes our cash flows for the periods indicated:

  Nine Months Ended
  June 30, 2018   July 1, 2017
  (in thousands)
Net cash provided by (used in):      

Operating activities $ 15,792   $ 45,916
Investing activities (25,927)   (21,073)
Financing activities 2,683   20,470
Effect of exchange rate changes 1,289   955

Net change in cash and cash equivalents $ (6,163)   $ 46,268

Cash
Flows
from
Operating
Activities

Net  cash  provided  by  operating  activities  of $15.8 million  for  the  nine months  ended  June  30,  2018  consisted  of  a  net  loss  of  $13.9 million, non-cash
adjustments of $59.1 million and a net decrease in cash related to changes in operating assets and liabilities of $29.4 million. Non-cash adjustments primarily
consisted of stock-based compensation expense of $29.4 million and depreciation of $28.6 million. The change in operating assets and liabilities was primarily
due to a $24.4 million net decrease in accounts payable and accrued expenses due to seasonality, an increase in accounts receivable of $5.7 million primarily due
to seasonality, and a decrease in accrued compensation of $4.2 million, offset by an increase in deferred revenue of $10.3 million primarily related to shipments
of Sonos Beam as the product was not yet available for sale to the general public.

Net  cash  provided  by  operating  activities  of  $45.9 million  for  the  nine months  ended  July  1,  2017  consisted  of  net  income  of  $0.7 million,  non-cash
adjustments of $51.0 million and a net  decrease in cash related to changes in operating assets  and liabilities  of $5.8 million. Non-cash adjustments primarily
consisted of stock-based compensation expense of $27.0 million and depreciation of $24.4 million. The change in operating assets and liabilities was primarily
due a $20.7 million  net  decrease  in  accounts  payable  and accrued expenses  due  to  seasonality  and an  increase  in  accounts  receivable  of $7.0 million due to
seasonality, offset by a decrease in inventory of $14.2 million due to seasonality and an increase in deferred revenue of $6.6 million.

Cash
Flows
from
Investing
Activities

Cash used in investing activities for the nine months ended June 30, 2018 of $25.9 million was due to payments for property and equipment, which was
primarily comprised of marketing-related product displays and manufacturing-related tooling and test equipment used at our contract manufacturers to support
the launch of new products.

Cash  used  in  investing  activities  for  the nine months ended July  1,  2017 of $21.1 million  was  due  to  payments  for  property  and equipment,  which  was
primarily comprised of marketing-related product displays, investments in office and lab facilities, lab equipment and information technology tools.

Cash
Flows
from
Financing
Activities

Cash provided by financing activities for the nine months ended June 30, 2018 of $2.7 million primarily consisted of net proceeds of $30.0 million from the
issuance of debt and proceeds from the exercise of common stock options of $5.7 million. These increases were offset by a net paydown of our revolving credit
facilities of $30.0 million, payment of offering costs of $2.2 million, and $0.9 million related to the repurchase of common stock to provide liquidity for existing
equity holders.

Cash provided by financing activities for the nine months ended July 1, 2017 of $20.5 million primarily consisted of net proceeds of $15.0 million from
revolving credit facilities, and proceeds from the issuance of common stock
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of $10.1 million and the exercise of common stock options of $5.4 million. These increases were offset by $10.0 million related to the repurchase common stock
to provide liquidity for existing equity holders.

Commitments
and
Contingencies

At  June  30,  2018  ,  we  had  $40.9 million  in  non-cancelable  purchase  commitments  with  inventory  suppliers.  The  remaining  minimum  total  purchase
commitments under the agreements with these suppliers at June 30, 2018 were $38.9 million for the remainder of fiscal 2018 and $2.0 million in fiscal 2019.

Off-Balance
Sheet
Arrangements

We have not entered into any off-balance sheet arrangements and do not have any holdings in variable interest entities.
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Critical Accounting Policies and Estimates

Our  unaudited  condensed  consolidated  financial  statements  are  prepared  in  accordance  with  U.S.  GAAP.  The  preparation  of  these  unaudited  condensed
consolidated  financial  statements  requires  us  to  make estimates  and assumptions  that  affect  the  reported  amounts  of  assets,  liabilities,  revenue,  expenses  and
related  disclosures.  We  evaluate  our  estimates  and  assumptions  on  an  ongoing  basis.  Our  estimates  are  based  on  historical  experience  and  various  other
assumptions that we believe to be reasonable under the circumstances. Actual results could differ materially from those estimates.

There  have  been  no  material  changes  to  our  critical  accounting  policies  as  compared  to  the  critical  accounting  policies  and  significant  judgments  and
estimates  disclosed  in  the  Final  Prospectus.  For  additional  information,  please  refer  to  Note  2  of  our  condensed  consolidated  financial  statements  in  this
Quarterly Report on Form 10-Q.

Item 3.    Quantitative and Qualitative Disclosures about Market Risk

We are exposed to market risks in the ordinary course of our business. These risks primarily include interest rate and foreign currency risks as follows:

Interest
Rate
Risk

As of June 30, 2018 ,  we had cash and cash equivalents  of $124.4 million,  which consisted primarily  of  cash on hand and bank deposits.  Such interest-
earning instruments carry a degree of interest rate risk due to floating interest rates. However, historical fluctuations of interest income have not been significant.

As of June 30, 2018 , we had indebtedness of $40.0 million under the Amended Term Loan with Gordon Brothers Finance Company. The borrowings bore
interest at a rate of 11.48% as of June 30, 2018 . In July 2018, we borrowed $40.0 million under the New Term Loan, which we used to pay off all outstanding
borrowings, accrued interest  and fees under the Amended Term Loan. The New Term Loan bears interest  at a variable rate equal to an adjusted LIBOR plus
2.25%.

To date, we have not been exposed, nor do we anticipate being exposed, to material risks due to changes in interest rates. A hypothetical change of 10% in
interest rates during any of the periods presented would not have had a material impact on our condensed consolidated financial statements.

Foreign
Currency
Risk

To date, all of our inventory purchases have been denominated in U.S. dollars. Our international sales are primarily denominated in foreign currencies and
any unfavorable movement in the exchange rate between the U.S. dollar and the currencies in which we conduct sales in foreign countries could have an adverse
impact on our revenue. A portion of our operating expenses are incurred outside the United States and are denominated in foreign currencies,  which are also
subject to fluctuations due to changes in foreign currency exchange rates. In addition, our suppliers incur many costs, including labor costs, in other currencies.
To the extent that exchange rates move unfavorably for our suppliers, they may seek to pass these additional costs on to us, which could have a material impact
on our gross margin.  In addition,  a strengthening of the U.S. dollar  may increase the cost  of our products to our customers outside of the United States.  Our
operating results and cash flows are, therefore, subject to fluctuations due to changes in foreign currency exchange rates.

We recognized a loss of $3.8 million and a gain of $2.9 million from foreign currency gains and losses for the three months ended June 30, 2018 and July 1,
2017 , respectively. We recognized a loss of $0.4 million and a gain of $1.9 million for the nine months ended June 30, 2018 and July 1, 2017 , respectively.
Based on transactions denominated in currencies other than respective functional currencies as of June 30, 2018 , a hypothetical adverse change of 10% would
have resulted in an adverse impact on income before income taxes of approximately $1.1 million for the three months ended June 30, 2018 and $8.7 million for
the nine months ended June 30, 2018 .

At this time, we do not, but we may in the future, enter into derivatives or other financial instruments in an attempt to hedge our foreign currency exchange
risk. It is difficult to predict the impact hedging activities could have on our results of operations.
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Item 4.    Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our  management,  with  the  participation  of  our  Chief  Executive  Officer  and  Chief  Financial  Officer,  has  evaluated  the  effectiveness  of  our  disclosure
controls  and  procedures  (as  defined  in  Rules  13a-15(e)  and  15d-15(e)  under  the  Securities  Exchange  Act  of  1934,  as  amended),  as  of  the  end  of  the  period
covered by this Quarterly Report on Form 10-Q.

Based on the evaluation of our disclosure controls and procedures as of June 30, 2018 , our Chief Executive Officer and Chief Financial Officer concluded
that,  as  a  result  of  material  weaknesses  in  our  internal  control  over  financial  reporting  as  described  below,  our  disclosure  controls  and  procedures  were  not
effective as of June 30, 2018 .

Material Weaknesses in Internal Control over Financial Reporting

During 2017,  we identified  material  weaknesses  in  our  internal  control  over  financial  reporting,  as  defined in  the standards  established by the Sarbanes-
Oxley Act of 2002 (the “Sarbanes-Oxley Act”). A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting
such that there is a reasonable possibility that a material misstatement of our annual or interim financial statements will not be prevented or detected on a timely
basis.

We  identified  a  material  weakness  related  to  an  insufficient  complement  of  experienced  personnel  with  the  requisite  technical  knowledge  of  financial
statement  disclosures  and  accounting  for  non-routine,  unusual  or  complex  events  and  transactions.  This  material  weakness  in  our  control  environment
contributed  to  an  additional  material  weakness  in  that  we  did  not  maintain  effective  internal  controls  to  address  the  accounting  of  non-routine,  unusual  or
complex events and transactions and the related financial statement presentation of such transactions.

Management’s Plan to Remediate the Material Weaknesses

As  a  result  of  these  material  weaknesses,  we  have  initiated  and  will  continue  to  implement  remediation  measures  including,  but  not  limited  to,  hiring
experienced  additional  accounting  and  financial  reporting  personnel  as  well  as  the  creation  of  additional  controls  including  those  designed  to  strengthen  our
review processes around financial statement disclosures and accounting for non-routine, unusual or complex transactions.

The  initiatives  we  are  implementing  to  remediate  the  material  weaknesses  are  subject  to  continued  management  review  supported  by  confirmation  and
testing, as well as audit committee oversight. We will continue to implement measures to remedy our internal control deficiencies through the end of our fiscal
year 2019, which coincides with the first year in which we will be required to provide management's report on internal control over financial reporting under
Section 404 of the Sarbanes-Oxley Act.

Notwithstanding the material weaknesses, our management has concluded that the condensed consolidated financial statements included elsewhere in this
Quarterly Report on Form 10-Q present fairly, in all material respects, our financial position, results of operations and cash flows in conformity with GAAP.

Changes in Internal Control

Other than the changes intended to remediate the material weaknesses noted above, there were no changes in our internal control over financial reporting
during  the  three  months  ended  June  30,  2018  that  have  materially  affected,  or  are  reasonably  likely  to  materially  affect,  our  internal  control  over  financial
reporting.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings

From time to  time,  we may become involved in  legal  proceedings  or  be  subject  to  claims arising  in  the  ordinary  course  of  our  business.  Other  than the
matters described in Note 12 of the notes to our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q,
we are not presently a party to any legal proceedings that in the opinion of our management, if determined adversely to us, would individually or taken together
have a material  adverse effect  on our business, operating results,  financial  condition or cash flows. Regardless of the outcome, litigation can have an adverse
impact on us because of defense and settlement costs, diversion of management resources, and other factors.

Item 1A. Risk Factors

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 
Quarterly 
Report 
on 
Form
10-Q, 
including 
our 
condensed 
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.

Risks Related to Our Business

We
have
a
recent
history
of
losses
and
expect
to
incur
increased
operating
costs
in
the
future,
and
we
may
not
achieve
or
sustain
profitability.

We have experienced net losses in our recent annual periods. In the fiscal years ended October 3, 2015, October 1, 2016 and September 30, 2017, we had
net losses of $68.8 million, $38.2 million and $14.2 million, respectively. We had an accumulated deficit of $201.9 million as of June 30, 2018. We expect our
operating expenses to increase in the future as we expand our operations and execute on our product roadmap. We plan to make significant future expenditures
related to the expansion of our business and our product offerings, including investments in:

• research  and  development  to  continue  to  introduce  innovative  new  products,  enhance  existing  products  and  improve  our  customers’  listening
experience;

• sales  and marketing to expand our global  brand awareness,  promote new products,  increase  our  customer base and expand sales  within our  existing
customer base; and

• legal,  accounting,  information  technology  and  other  administrative  expenses  to  facilitate  our  transition  to,  and  sustain  our  operations  as,  a  public
company.

We need to increase our revenue to achieve and maintain profitability in the future. We cannot assure you that our revenue will continue to grow or that it
will  not  decline.  In addition,  we anticipate  that  new product  introductions will  adversely impact  our gross margin in the near to intermediate  term due to the
increasing frequency of these product introductions and their  anticipated increased share of our overall  product volume. Our revenue may decline or we may
incur significant losses for a number of reasons, including the other risks and uncertainties described in these Risk Factors.

The
pace
of
our
revenue
growth
has
been
volatile,
and
we
cannot
assure
you
that
we
will
continue
to
achieve
consistent
revenue
growth.

We have experienced volatile  revenue growth and demand for our products since launching our first  product  in 2005. Our revenue grew 75.3% in fiscal
2014 over fiscal 2013, 8.9% in fiscal 2015 over fiscal 2014, 6.8% in fiscal 2016 over fiscal 2015 and 10.1% in fiscal 2017 over fiscal 2016, and our revenue
grew 11.0% in  the  nine  months  ended  June  30,  2018  over  the  nine  months  ended  July  1,  2017.  Our  historical  revenue  growth  rates  therefore  should  not  be
considered  indicative  of  our  future  performance.  Additionally,  because  our  ability  to  achieve  continued  growth  will  depend  on  our  ability  to  execute  on  our
product roadmap, we cannot guarantee that our revenue will continue
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to grow. In order for our revenue growth to continue, and for the volatility of our growth to stabilize, we will need to be successful in determining the market
opportunity for new products and developing and delivering products that appeal to consumers and stimulate demand. If we are unable to do so, our revenue may
not grow as anticipated or at all, and the trading price of our common stock may decline.

The volatility of our revenue growth could cause our operating expenses to exceed our revenue in some periods. The unpredictable nature of the growth and
expansion of our business and product offerings also places a continuous and significant strain on our management, operational and financial resources. In future
periods,  we  could  experience  a  decline  in  revenue,  or  revenue  could  grow more  slowly  than  we  expect,  which  could  have  a  material  negative  effect  on  our
operating results and our stock price could be harmed.

Our
operating
results
depend
on
a
number
of
factors
and
are
likely
to
fluctuate
from
quarter
to
quarter,
which
makes
them
difficult
to
predict
and
which
could
cause
the
trading
price
of
our
common
stock
to
decline.

Our operating results and other key metrics have fluctuated in the past and may continue to fluctuate from quarter to quarter. We expect that this trend will
continue as a result of a number of factors, many of which are outside of our control and may be difficult to predict, including:

• fluctuations in demand for our products, including seasonal variations;
• the timing and success of new product introductions, which products initially tend to have a lower gross margin;
• the timing and success of new product introductions by our competitors;
• pricing pressure as a result of competition or otherwise;
• shifts in product, geographic or channel mix;
• the imposition of tariffs and other trade barriers, and the effects of retaliatory trade measures;
• delays or disruptions in our supply, manufacturing or distribution chain;
• fluctuations in costs and availability of raw materials and components, and in other manufacturing costs;
• fluctuations in levels of channel inventory;
• amount and timing of sales and marketing and other operating expenses related to maintenance and expansion of our business;
• negative publicity about our products;
• adverse litigation judgments, settlements or other litigation-related costs, especially from litigation involving alleged patent infringement or defense of

our patents;
• fluctuations in foreign exchange rates;
• changes in tax rates or adverse changes in tax laws that expose us to additional income tax liabilities;
• natural disasters, geopolitical unrest, war, terrorism and other catastrophes outside of our control; and
• general economic conditions in domestic or international markets.

Any one of the factors above or the cumulative effect of some of the factors above may result in significant fluctuations in our operating results. As a result,
period-to-period comparisons of our operating results may not be meaningful, and you should not rely on them as an indication of our future performance. The
variability  and  unpredictability  of  our  quarterly  operating  results  or  other  operating  metrics  could  result  in  our  failure  to  meet  our  expectations  or  those  of
investors or any analysts that cover us with respect to revenue or other operating results for a particular period. If we fail to meet or exceed such expectations for
these or any other reasons, the market price of our common stock could fall substantially.

The
success
of
our
business
depends
on
the
continued
growth
of
the
voice-enabled
speaker
market,
and
our
ability
to
establish
and
maintain
market
share.

We have increasingly focused our product roadmap on voice-enabled speakers, and we recently introduced our first voice-enabled speaker, Sonos One, in
October  2017,  and  our  first  voice-enabled  home theater  speaker,  Sonos  Beam,  in  July  2018.  The  voice-enabled  speaker  market  and  the  voice-enabled  smart
home systems market are still in the early stages of development. If these markets do not continue to grow, or grow in unpredictable ways, our revenue may fall
short of expectations and our operating results may be harmed, particularly since we incur substantial costs to introduce new products in advance of anticipated
sales.  Additionally,  even  if  the  market  for  voice-enabled  speakers  does  expand,  we  may  not  be  successful  in  developing  and  selling  speakers  that  appeal  to
consumers or gain sufficient market acceptance.  To succeed in this market,  we will  need to design, produce and sell  innovative and compelling products and
partner with other businesses that enable us to capitalize on new technologies. We also face
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intense  competition  in  our  markets,  and  we  are  dependent  on  a  number  of  technology  partners  for  the  development  of  our  products,  some  of  which  have
developed or may develop and sell  voice-enabled speaker products of their  own. For example,  Sonos One and Sonos Beam feature voice-control  enablement
powered by Amazon’s Alexa technology while Amazon currently competes by offering speaker products of their own. As we continue to execute on our product
roadmap,  our  success  in  introducing  voice-enabled  speakers  enabled  with  third-party  technology,  especially  voice  control,  will  increasingly  depend  on  the
willingness of our technology partners, many of which sell or may develop products that compete with ours, to continue to promote and enhance our products.
These technology partners may cease doing business with us or disable the technology they provide our products for a variety of reasons, including to promote
their products over our own. If these partners disable the integration of their technology into our products, demand for our products may decrease and our sales
may be harmed. We cannot assure you that the resources we invest in research and development, existing or alternative technology partnerships, marketing and
sales will be adequate for us to be successful in establishing and maintaining a large share of the voice-enabled speaker market. If we are not able to capture and
sustain market share, our future revenue growth will be negatively impacted.

To
remain
competitive
and
stimulate
consumer
demand,
we
must
successfully
manage
frequent
new
product
introductions
and
transitions.

Due to the highly volatile and competitive nature of the home audio and broader consumer electronics industry, we must frequently introduce new products,
enhance existing products and effectively stimulate customer demand for new and upgraded products in both mature and developing markets.  The successful
introduction of our new products depends on a number of factors, such as the timely completion of development efforts to correspond with limited windows for
market introduction. In recent years, we have experienced delays in bringing new products to market, along with higher-than-expected costs in doing so. We face
significant challenges in managing the risks associated with new product introductions and production ramp-up issues, including accurately forecasting initial
consumer demand, as well  as the risk that  new products  may have quality or other defects  in the early stages of introduction.  In addition,  new and upgraded
products  can  affect  the  sales  and  profitability  of  existing  products.  Accordingly,  if  we  cannot  properly  manage  the  introduction  of  our  new  products,  our
operating results and financial condition may be adversely impacted, particularly if the cadence of new product introductions increases as we expect.

Our 
products 
are 
manufactured 
by 
a 
single 
contract 
manufacturer, 
and 
we 
may 
be 
unable 
to 
operate 
our 
business 
if 
our 
manufacturer 
is 
unable 
to
manufacture
our
products
or
ends
its
relationship
with
us.

We depend on a single manufacturer, Inventec Appliances Corporation ("Inventec") to manufacture our products on a non-exclusive basis. Our reliance on a
sole manufacturer increases the risk that, in the event of an interruption in Inventec’s operations, whether due to a natural catastrophe, labor dispute or otherwise,
we would not be able to develop an alternate source without incurring material additional costs and substantial delays. Additionally, Inventec can terminate its
agreement  with  us  for  any  reason  with  180  days’  advance  notice.  If  Inventec  breaches  or  terminates  its  agreement  with  us  or  otherwise  fails  to  perform  its
obligations in a timely manner, we may be severely delayed or fully prevented from selling our products. If Inventec were unable to perform its obligations or
were  to  end  its  relationship  with  us,  it  would  take  up  a  significant  amount  of  time  to  identify  and  onboard  a  new  manufacturer  that  has  the  capability  and
resources to build our products to our specifications in sufficient volume. A violation of labor, environmental, intellectual property or other laws by Inventec, or
a failure of Inventec to follow generally accepted ethical business practices, could create negative publicity, harm our reputation and require us to contract with a
new manufacturer. Identifying a new manufacturer would require us to evaluate and approve their quality control systems, technical capabilities, responsiveness,
service, financial stability, regulatory compliance and labor and other ethical practices. Any material disruption in our relationship with Inventec would harm our
ability to compete effectively and satisfy demand for our products, and could adversely impact our revenue, gross margin and operating results.

We
depend
on
a
limited
number
of
third-party
components
suppliers
and
logistics
providers.
Our
business
may
be
harmed
if
these
parties
do
not
perform
their
obligations
or
if
they
suffer
interruptions
to
their
own
operations,
or
if
alternative
component
sources
are
unavailable
or
if
there
is
an
increase
in
the
costs
of
these
components.

We  are  dependent  on  a  limited  number  of  suppliers  for  various  key  components  used  in  our  products,  and  the  cost,  quality  and  availability  of  these
components  are  essential  to  the  successful  production  and  sale  of  our  products.  We  have  sole-source  suppliers,  particularly  for  product-specific  mechanical
enclosures, and single- source suppliers, particularly for processor components. We are subject to the risk of shortages and long lead times in the supply of these
components and other materials, and the risk that our suppliers discontinue or modify, or increase the price of, the components used in our products. If the supply
of these components were to be delayed or constrained, or if one
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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. Further, if there were
a shortage of supply, the cost of these components may increase and harm our ability to sell our products on a cost-effective basis. For example, similar to other
companies  in  the  electronics  industries,  we  have  from  time  to  time  experienced  shortages  of  random-access  memory  that  is  integral  to  manufacturing  our
products. More recently, the global supply of multilayer ceramic capacitors, which are components used across the consumer electronics industry as well as in all
of our products,  is  experiencing shortages due to an imbalance of global demand and supply capacity,  resulting in related price increases that  we expect will
negatively impact our gross margin through calendar year 2019. In connection with any supply shortages in the future, reliable and cost-effective replacement
sources may not be available on short notice or at all, and this may result in decreased sales or force us to increase prices and face a corresponding decrease in
demand for our products. 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. This would harm our ability to sell our products in order to meet market demand and
could materially and adversely affect our brand, image, business prospects and operating results.

We use a small number of logistics providers for substantially all of our product delivery to both distributors and retailers. If one of these providers, such as
Ingram Micro, Inc., were to experience financial difficulties or disruptions in its business, our own operations could be adversely affected. Because substantially
all of our products are distributed from 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. Our distribution facilities employ computer-controlled and automated equipment, and thus may be vulnerable
to  computer  viruses  or  other  security  risks,  as  well  as  to  electronic  or  power  interruptions  or  other  system  failures.  Any  disruption  to  the  operations  of  our
distributions 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 these parties on which our business depends. If any of these parties fails to perform its obligations on schedule, or breaches or
ends  its  relationship  with  us,  we  may  be  unable  to  satisfy  demand  for  our  products.  Delays,  product  shortages  and  other  problems  could  impair  our  retail
distribution and brand image and make it difficult for us to attract new customers. If we experience significantly increased demand, or if we need to replace an
existing supplier or logistics provider, we may be unable to supplement or replace such supply or logistics capacity on terms that are acceptable to us, which may
undermine our ability 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. Accordingly, a loss or interruption in the service of any key
party could adversely impact our revenue, gross margin and operating results.

Our
investments
in
marketing
may
not
yield
the
results
we
expect.

In recent years, we have significantly expanded our financial commitment to marketing our products. Such efforts include direct marketing to consumers to
promote awareness of our products, and of our brand in general. These efforts may not yield the results we anticipate and may prove more expensive than we
currently  anticipate,  and  revenue  may  not  increase  sufficiently  to  offset  these  higher  expenses.  Failures  in  our  marketing  efforts  could  adversely  impact  our
business, financial condition and results of operations.
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home
audio
and
consumer
electronics
industries
are
highly
competitive.
Competition
presents
an
ongoing
threat
to
the
success
of
our
business.

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 speakers and home sound systems such as Bang & Olufsen, Bose, Samsung (and its subsidiaries Harman
Kardon and JBL), Sony and Sound United (and its subsidiaries Denon and Polk), and developers of voice-enabled speakers and systems such as Amazon, Apple
and Google. We could also face competition from new market entrants, some of whom might be current partners of ours. In order to deliver products that appeal
to changing and increasingly diverse consumer preferences,  and to overcome the fact  that  a relatively high percentage of consumers may already own or use
products that they perceive to be similar to those that we offer, we must develop superior technology, anticipate increasingly diverse consumer tastes and rapidly
develop attractive products with competitive selling prices. Even if we are able to efficiently develop and offer innovative products at competitive selling 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 consumer products or if the average selling prices of our products decrease faster than we are able to reduce our manufacturing costs.

Most of our competitors have greater financial,  technical and marketing resources available to them than those available to us, and, as a result, they may
develop  competing  products  that  cause  the  demand  for  our  products  to  decline.  Our  current  and  potential  competitors  have  established,  or  may  establish,
cooperative  relationships  among  themselves  or  with  third  parties  in  order  to  increase  the  abilities  of  their  products  to  address  the  needs  of  our  prospective
customers, and other companies may enter our markets by acquiring or entering into strategic relationships with our competitors. To remain competitive, we may
also need to increase our selling and marketing expenses.  We may not have the financial  resources,  technical  expertise or marketing and sales capabilities  to
continue to compete successfully. A failure to efficiently 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 acquire companies that will allow them to develop products that better
compete  with  our  products.  Such consolidation  would  intensify  the  competition  that  we face  and may also  disrupt  or  lead  to  termination  of  our  distribution,
technology and content partnerships. For example, if one of our content partners were to acquire a home audio hardware company, that partner 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.

Conflicts
with
our
distribution
and
technology
partners
could
harm
our
business
and
operating
results.

Several of our existing products compete, and products that we may offer in the future could compete, with the product offerings of some of our significant
channel  and  distribution  partners,  which  partners  have  greater  financial  resources  than  we  do.  Amazon  and  Apple,  for  example,  already  offer  products  that
compete with ours. To the extent products offered by our partners compete with our products, they may choose to promote their own products over ours, or could
end our partnerships and cease selling or promoting our products entirely. If our distribution partners, such as Amazon and Apple, continue to compete with us
more directly in the future, they would be able to market and promote their products more prominently than they market and promote our products, and could
refuse to promote or offer our products for sale alongside their own, or at all,  in distribution channels.  Any reduction in our ability to place and promote our
products, or increased competition for available shelf or website placement, especially during peak retail periods, such as the holiday shopping season, would
require us to increase our marketing expenditures and to seek other distribution channels in order to promote our products. If we are unable to effectively sell our
products due to conflicts with our distribution partners, our business would be harmed.

We  are  currently  developing  voice-enabled  speaker  systems  that  are  enhanced  with  the  technology  of  our  partners,  including  those  who  sell  competing
products.  We  introduced  Sonos  One  in  October  2017  and  Sonos  Beam  in  July  2018,  which  are  both  voice-  enabled  speakers  that  feature  voice-control
enablement powered by Amazon’s Alexa technology. Our current agreement with Amazon allows Amazon to disable the Alexa integration in our Sonos One or
Sonos Beam products with limited notice. As such, it is possible that Amazon, which sells products that compete with ours, may on limited notice disable the
integration, which would cause our Sonos One or Sonos Beam products to lose their voice-enabled functionality. Amazon could also begin charging us for this
integration  which  would  harm  our  operating  results.  We  are  working  to  establish  partnerships  with  other  companies  that  have  developed  voice-control
enablement technology, but we cannot assure you that we will be successful in doing so. If Amazon does not
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maintain the Alexa integration,  if  Amazon seeks to charge us for this  integration,  if  we have not developed alternative partnerships for similar  voice-enabled
products or if we have not developed such products on our own, our sales may decline, our reputation may be harmed and our business and operating results may
suffer.

Many of  our  current  and  potential  partners  have  business  objectives  that  may drive  them to  sell  their  speaker  products  at  a  significant  discount  to  ours.
Amazon and Google,  for  example,  both  currently  offer  their  speaker  products  at  significantly  lower  prices  than  Sonos  One and  Sonos  Beam.  Many of  these
partners  may  subsidize  these  prices  and  seek  to  monetize  their  customers  through  the  sale  of  additional  services  rather  than  the  speakers  themselves.  Our
business model, by contrast, is dependent on the sale of our speakers. Should we be forced to lower the price of our products in order to compete on a price basis,
our operating results could be harmed.

Competition
with
our
content
partners
could
cause
these
partners
to
cease
to
allow
their
content
to
be
streamed
on
our
products,
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, podcast platforms and other content provided by our content partners is a key feature of our products. To date, all
of our arrangements have been entered into on a royalty-free basis. 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  to  allow  their  content  to  be  streamed  on  our  products  for  a  variety  of  reasons,  including  to  promote  other
partnerships or their  products over our own, or seek to charge us for this  streaming.  If  this  were to happen,  demand for our products could decrease and our
operating results could be harmed.

If
we
are
unable
to
accurately
anticipate
market
demand
for
our
products,
we
may
have
difficulty
managing
our
production
and
inventory
and
our
operating
results
could
be
harmed.

We must forecast production and inventory needs in advance with our suppliers and manufacturer, and our ability to do so accurately could be affected by
many factors,  including an increase or decrease in customer demand for our products or those of our competitors,  the success of new products in the market,
sales promotions by us or our competitors, channel inventory levels and unanticipated shifts in general economic conditions or consumer confidence levels. Such
a  rapid  increase  in  production  could  also  cause  a  decline  in  manufacturing  quality  and  customer  satisfaction.  If  demand  does  not  meet  our  forecast,  excess
product inventory could force us to write-down or write-off inventory, or to sell the excess inventory at discounted prices, which could cause our gross margin to
suffer and could impair the strength of our brand. In addition, if we were to have excess inventory, we may have 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 purchase of our products in subsequent periods. If demand exceeds our forecast and we do not have sufficient inventory to meet
this demand, we would have to rapidly increase production and suffer higher supply and manufacturing costs that would lower our gross margin. Any of these
scenarios could adversely impact our operating results and financial condition.

We 
experience 
seasonal 
demand 
for 
our 
products, 
and 
if 
our 
sales 
in 
high-demand 
periods 
are 
below 
our 
forecasts, 
our 
overall 
financial 
condition 
and
operating
results
could
be
adversely
affected.

Given the seasonal  nature of our sales,  accurate  forecasting is  critical  to our business.  Our fiscal  year  ends on the Saturday closest  to September 30,  the
holiday shopping season occurs in the first quarter of our fiscal year and the typically slower summer months occur in our fourth fiscal quarter. Historically, our
revenue has been significantly higher in our first fiscal quarter due to increased consumer spending patterns during the holiday season. We attempt to time our
new product releases to coincide with relatively higher consumer spending in the first fiscal quarter, which contributes to this seasonal variation. Any shortfalls
in expected first quarter revenue, due to macroeconomic conditions, product release patterns, a decline in the effectiveness of our promotional activities, supply
chain disruptions or for any other reason, could cause our annual operating results to suffer significantly. In addition, if we fail to accurately forecast customer
demand for 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.
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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 proportion 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 significant part on the continued expansion of the market for streaming music. We cannot assure you that this market will
continue to grow. 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, Pandora, Spotify and TuneIn. In order to attract and retain customers, these services must continue to
attract record labels, artists, other content providers and advertisers and all parties must be able to successfully monetize their streaming-based businesses over
the long term. If the development of the streaming music market fails to keep pace with consumer demand expectations, the market for streaming music could
decline  and  our  business  may  be  harmed.  Additionally,  we  cannot  assure  you  that  the  streaming  music  business  model  or  the  streaming  music  services  we
partner  with  will  be  successful  over  the  long  term.  If  the  streaming  music  market  in  general  declines  or  if  the  streaming  services  we  partner  with  are  not
successful, demand for our products may suffer and our operating results may be adversely affected.

If
we
are
not
successful
in
expanding
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 are  currently  investing  in  our  direct-to-consumer  sales  channel,  primarily  through our  website,  and our  future  growth  relies  in  part  on  our  ability  to
attract  consumers  to  this  channel.  We plan  to  invest  in  driving  sales  through  this  channel.  The  level  of  consumer  traffic  and  volume of  consumer  purchases
through our website depends in large part on our ability to provide a user-friendly and visually appealing interface, a seamless consumer experience, sufficient
inventory and reliable, timely delivery of our products. Building this channel and improving our website and product delivery services will continue to require
significant expenditures in marketing, software development and infrastructure. If we are unable to drive traffic to, and increase sales through, our website, our
business and results of operations could be harmed. The success of direct-to-consumer sales through our website is subject to risks associated with e-commerce,
including implementing and maintaining appropriate technology and systems, reliance on third-party service providers, data breaches and disruption of internet
service.  Our  inability  to  adequately  respond  to  these  risks  and  uncertainties  or  to  successfully  maintain  and  expand  our  direct-to-consumer  business  via  our
website may have an adverse impact on our results of operations.

Additionally, the expansion of our direct-to-consumer channel may alienate some of our channel partners and could 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 or to offer competitive products. Further, to the extent we use our mobile app to increase traffic to our website and increase direct-to-consumer sales,
we will rely on application marketplaces such as the Apple App Store and Google Play to drive downloads of our mobile app. Apple and Google, both of which
sell products that compete with ours, may choose to use their marketplaces to promote their competing products over ours or may make access to our app more
difficult. Any of these situations could adversely impact our business and results of operations.
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sell
our
products
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a
limited
number
of
key
channel
partners,
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loss
of
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channel
partner
would
adversely
impact
our
business.

We are dependent on our channel partners for a vast majority of our product sales. Some of our key channel partners include Best Buy, which accounted for
16% of our revenue in fiscal 2017, and the ALSO Group, our distributor in Germany, Sweden, Denmark and Norway, which accounted for 12% of our revenue
in  fiscal  2017.  We  do  not  enter  into  long-term  volume  commitments  with  our  major  channel  partners.  If  one  or  several  of  our  channel  partners  were  to
discontinue selling our products, increase their promotion of competing products or choose to promote competing products over ours, the volume of our products
sold  to  customers  could  decrease,  which  could  in  turn  harm our  business.  In  addition,  the  loss  of  a  key  channel  partner  for  distribution  would  require  us  to
identify and contract with alternative channel partners, or to rely more heavily on direct-to-consumer sales, which we may be unable to do successfully or which
could prove time-consuming and expensive. In addition, revenue from our channel partners depends on a number of factors outside our control and may vary
from  period  to  period.  If  one  or  more  of  our  channel  partners  were  to  experience  serious  financial  difficulty  as  a  result  of  weak  economic  conditions  or
otherwise, and were to reduce its inventory of our products or limit or cease operations, our business and results of operations would be significantly harmed.
Consolidation of our channel partners in the future or additional concentration of market share among our channel partners may also exacerbate this risk.

Because we compete with many other providers of consumer products for placement and promotion of products in the stores of our channel partners, our
success depends on our channel partners and their willingness to promote our products successfully. In general, our contracts with these third parties allow them
to exercise significant  discretion over the placement and promotion of our products in their  stores,  and they could give higher priority to other products.  Our
channel partners may also give their own products or those of our competitors better placement over our products in stores or online. If our channel partners do
not  effectively  market  and sell  our  products,  or  if  they choose to  use  greater  efforts  to  market  and sell  their  own or  our  competitors’  products,  our  business,
operating results and prospects may be adversely affected.

A
significant
disruption
in
our
websites,
servers
or
information
technology
systems,
or
those
of
our
third-party
partners,
or
flaws
or
other
vulnerabilities
in
our
products,
could
impair
our
customers’
listening
experience
or
otherwise
adversely
affect
our
customers,
damage
our
reputation
and
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 and to store intellectual property, forecast our business, maintain financial records, manage operations and inventory
and operate other critical functions. Accordingly, we rely heavily on the accuracy, capacity and security of both our information technology systems and those of
third parties. 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 websites and information technology systems, and those of the third parties
we rely on, are susceptible to damage, disruptions or shutdowns due to power outages, hardware failures,  structural  or operational failures,  computer viruses,
hacking attacks, telecommunication failures, user error, malfeasance, system upgrades, integration or migration, and other foreseeable and unforeseeable events.
All  of  our  products  are  connected  to  the  internet  and  receive  periodic  software  updates  from  our  servers  and  it  is  possible  that  such  servers  could  be
compromised,  resulting  in  the  delivery  of  malicious  code,  severely  hampering  product  functionality.  System  failures  and  disruptions  could  impede  the
manufacturing  and shipping of  products,  delivery  of  online  services,  functionality  of  our  products,  transactions  processing  and financial  reporting,  and could
result  in  the  loss  of  intellectual  property  or  data,  require  substantial  repair  costs  and  damage  our  reputation  and  business  relationships.  Such  failures  and
disruptions could therefore adversely affect 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. Our brand, reputation and ability to retain and attract new customers depend on the reliable performance of our
technology and cloud-based content delivery. 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. If we were to experience an AWS service interruption, or if the security of the AWS infrastructure were
compromised  or  believed  to  have  been  compromised,  our  ability  to  serve  our  customers  and  our  reputation  with  current  and  potential  customers  would  be
negatively impacted.
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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.

Changes
in
how
network
operators
manage
data
that
travel
across
their
networks
or
in
net
neutrality
rules
could
harm
our
business.

Our  business  relies  in  part  upon  the  ability  of  consumers  to  access  high-quality  streaming  content  through  the  internet.  As  a  result,  the  growth  of  our
business  depends  partially  on  our  customers’  ability  to  obtain  low-cost,  high-speed  internet  access,  which  relies  in  part  on  network  operators’  continued
willingness to upgrade and maintain their equipment as needed to sustain a robust internet infrastructure, as well as their continued willingness to preserve the
open and interconnected nature of the internet. We exercise no control over network operators, which makes us vulnerable to any errors, interruptions or delays
in their operations. Any material disruption in internet services could harm our business.

To the extent that the number of internet users continues to increase, network congestion could adversely affect the reliability of our platform. We may also
face increased costs of doing business if network operators engage in discriminatory practices with respect to streamed audio content in an effort to monetize
access to their networks by content providers. In the past, internet service providers ("ISPs") have attempted to implement usage-based pricing, bandwidth caps
and  traffic  shaping  or  throttling.  To  the  extent  network  operators  create  tiers  of  internet  access  service  and  charge  our  customers  in  direct  relation  to  their
consumption of audio content, our ability to attract and retain customers could be impaired, which would harm our business.

On December 14, 2017, the Federal Communications Commission announced that it was repealing the net neutrality rules adopted in 2015. Net neutrality
rules  were designed to ensure  that  all  online content  is  treated the same by ISPs and other  companies  that  provide broadband services.  The repeal  of  the net
neutrality  rules  could  force  us  to  incur  greater  operating  expenses,  cause  our  streaming  partners  to  seek  to  shift  costs  to  us  or  result  in  a  decrease  in  the
streaming-based usage of our platform by our customers, any of which would harm our results of operations.

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  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. 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
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.  Maintaining,  promoting  and  positioning  our  brand  depends  largely  on  the  success  of  our  marketing  efforts,  the
consistency of the quality of our products and our ability to successfully secure, maintain and defend the trademarks that are key to our brand. Each of these
objectives  requires  significant  expenditures,  and there  is  no guarantee  that  we will  be able  to achieve these objectives  successfully.  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. The value of our brand could also be severely damaged by isolated incidents, particularly if these incidents receive
considerable negative publicity or result  in litigation,  and by events outside of our control.  Additionally,  in the United States,  we rely on custom installers of
home audio systems for a significant portion of our sales but
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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. The market demand for our products, the value of our brand and our reputation generally could be harmed if any such incidents or other matters erode
consumer confidence in us or our products. Any negative effect on our brand, regardless of whether it is within our control, could adversely affect our reputation,
business and results of operations.

Our
efforts
to
expand
beyond
our
core
product
offerings
and
into
adjacent
markets
in
the
consumer
electronics
industry
may
not
succeed
and
could
adversely
impact
our
business.

We may seek to expand beyond our core home sound systems and develop products that have wider applications in everyday life, such as commercial or
office. Expanding into new markets would require us to devote substantial additional resources, and our ability to succeed in developing such products to address
such  markets  is  unproven.  It  is  likely  that  we  would  need  to  hire  additional  personnel,  partner  with  new  third  parties  and  incur  considerable  research  and
development expenses in order to pursue such an expansion successfully. We have less familiarity with consumer preferences in such markets and less product
or category knowledge, and we could encounter difficulties in attracting new customers due to lower levels of consumer familiarity with our brand. As a result,
we may not  be successful  in  future  efforts  to  achieve profitability  from new markets  or  new types of  products,  and our  ability  to  generate  revenue from our
existing products 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
may
choose
to
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  have  grown to  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  in  the  near  to  intermediate  term,  this
backward compatibility  will  no longer  be practical  or  cost-effective,  and we may decrease  or  discontinue service  for  our  older  products.  Therefore,  if  we no
longer provide extensive backward capability for our products, we may damage our relationship with our customers, and the value proposition of our products
with  existing  and  prospective  customers  may  decline.  We  may  lose  existing  customers  if  their  older  products  cannot  integrate  with  newer  versions  of  our
software,  and  this  may  also  result  in  negative  publicity  that  could  adversely  affect  our  reputation  and  brand  loyalty  and  impact  our  ability  to  attract  new
customers or sell  new products to existing customers.  For these reasons,  any decision to decrease or discontinue backward capability may decrease sales 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 of our products, except in the European Union (the "EU") and select other countries where we provide a
two-year warranty on all of our products. The occurrence of any material defects in our products could expose us to liability for damages and 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, if any of our product
designs are defective or are alleged to be defective, we may be required to participate in a recall campaign. In part due to the terms of our warranty policy, any
failure  rate  of  our  products  that  exceeds  our  expectations  may  result  in  unanticipated  losses.  Any  negative  publicity  related  to  the  perceived  quality  of  our
products could affect our brand image and decrease retailer, distributor and consumer confidence and demand, which could adversely affect our operating results
and  financial  condition.  Further,  accidental  damage  coverage  and  extended  warranties  are  regulated  in  the  United  States  at  the  state  level  and  are  treated
differently within each state. Additionally, outside the United States, regulations for extended warranties and accidental damage vary from country to country.
Changes in interpretation of the regulations concerning extended warranties and accidental damage coverage on a federal, state,
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local or international level may cause us to incur costs or have additional regulatory requirements to meet in the future in order to continue to offer our support
services. Our failure to comply with past, present and future similar laws could result in reduced sales of our products, reputational damage, penalties and other
sanctions, which could harm our business and financial condition.

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.

As we become a more mature company, we may find our recruiting efforts more challenging. In particular, we have experienced difficulties in recruiting
qualified software engineers. The equity incentives we currently use to attract, retain and motivate employees may not be as effective as in the past. In particular,
we  rely  heavily  on  equity  incentives  to  attract  and  retain  employees,  and  if  the  value  of  the  underlying  common  stock  does  not  grow  commensurate  with
expectations, we may not be able to effectively recruit new employees and we may risk losing existing employees. If we do not succeed in attracting, hiring and
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.

We
may
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. As we gain an increasingly
high  profile  and  face  more  intense  competition  in  our  markets,  the  possibility  of  intellectual  property  rights  claims  against  us  grows,  including  the  threat  of
lawsuits from non-practicing entities seeking to undermine our intellectual property rights. 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 is considerable, and there can be
no  assurance  that  a  favorable  outcome  would  be  obtained.  We  may  be  required  to  settle  such  litigations  and  disputes  on  terms  that  are  unfavorable  to  us.
Similarly, if any litigation to which we may be party fails to settle and we go to trial, we may be subject to an unfavorable judgment that may not be reversible
upon appeal. The terms of such a settlement or judgment may require us to cease some or all of 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.

With respect to intellectual property rights claims, we may have to negotiate a license in order to continue practices found to be in violation of a third party’s
rights. Any such license may not be available on reasonable terms and may significantly increase our operating expenses, or may not be available to us at all. As
a result, we may also be required to develop alternative, non-infringing technology or practices or to discontinue the practices altogether. The development of
alternative non-infringing technology or practices could require significant effort and expense and ultimately may not be successful, and our business and results
of operations could be materially and 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.

We rely and expect to continue to rely on a combination of confidentiality and license agreements with our employees, consultants and third parties with
whom we have relationships, as well as patent, trademark, copyright and trade secret protection laws, to protect our proprietary rights. 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,  third  parties  may  challenge  our  proprietary  rights,  pending  and  future  patent  and  trademark
applications  may  not  be  approved  and  we  may  not  be  able  to  prevent  infringement  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, we were involved in litigation with D&M Holdings Inc. d/b/a The D+M Group,
D&M Holdings U.S. Inc. and Denon Electronics (USA),

45



LLC (collectively,  "Denon").  In December  2017,  we obtained a successful  jury verdict  that  Denon has infringed and is  infringing certain  of  our  patents.  We
continued to litigate over the remaining patents-in-suit, as well as a countersuit that Denon had brought against us, and in May 2018, we settled this litigation in
exchange for royalty payments from Denon. The cost of defending our intellectual property has been and may be substantial, and there is no assurance we will
be  successful.  Additionally,  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 also lead to additional counterclaims against us, which are expensive to defend against and for which there can
be no assurance of a favorable outcome. 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.

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 brand
grows, we will likely discover unauthorized products in the marketplace that are counterfeit reproductions of our products. Although we may expend efforts to
pursue counterfeiters,  it  is not practical  to pursue all  counterfeiters.  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.

Our
use
of
open
source
software
could
negatively
affect
our
ability
to
sell
our
products
and
could
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 foregoing conditions. Any of the foregoing could disrupt and harm our business and financial condition.
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collect,
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process
and
use
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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. While our privacy policies currently prohibit such activities, our third-party service providers or
partners may engage in such activity without our knowledge or consent. 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. Depending on the nature of the information compromised in a data breach, disruption or other unauthorized access to our
customers’  data,  we may also have obligations  to  notify  customers  about  the  incident  and we may need to  provide  some form of  remedy for  the  individuals
affected.  Such breach notification laws continue to develop and may be inconsistent  across jurisdictions.  Complying with these obligations could cause us to
incur substantial costs and negative publicity. While we maintain insurance coverage that is designed to address certain aspects of cyber risks, such insurance
coverage may be insufficient to cover all losses or all types of claims that may arise in the event we experience a security breach.
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Data protection laws may be interpreted and applied inconsistently from country to country, and often impose requirements that are inconsistent with one
another. In addition, because various jurisdictions have different laws and regulations concerning the use, storage and transmission of such information, we may
face complex and varied compliance requirements in existing markets as well as in new international markets that we seek to enter. Such laws and regulations,
and the variation between jurisdictions, could subject us to elevated costs of security measures, liabilities or negative publicity that could adversely affect our
business.

Regulatory  scrutiny  of  privacy,  data  collection,  use  of  data  and  data  protection  is  intensifying  globally,  and  the  personal  information  and  other  data  we
collect, store, process and use is increasingly subject to legislation and regulations in numerous jurisdictions around the world, especially in Europe. These laws
often develop in ways we cannot predict and may materially increase our cost of doing business, particularly as we expand the nature and types of products we
offer. For example, the European Parliament has adopted the General Data Protection Regulation ("GDPR") which came into effect in May 2018 and superseded
prior  EU data  protection  legislation,  imposes  more  stringent  EU data  protection  requirements  and  provides  for  greater  penalties  for  noncompliance.  Further,
following the decision by referendum in June 2016 to withdraw the United Kingdom from the EU, the United Kingdom has initiated the formal process to leave
the EU, creating uncertainty with regard to the regulation of data protection in the United Kingdom. In particular, it is unclear whether the United Kingdom will
enact  data  protection  laws or  regulations  designed to  be  consistent  with  the  pending GDPR and how data  transfers  to  and from the  United  Kingdom will  be
regulated.  Additionally,  although we are making use of  the EU Standard Contractual  Clauses with regard to the transfer  of  certain personal  data to countries
outside the European Economic Area (the "EEA"),  some regulatory  uncertainty  remains  surrounding the future  of  data  transfers  from the EEA to the United
States.  Although  we  are  closely  monitoring  regulatory  developments  in  this  area,  any  actual  or  perceived  failure  by  us  to  comply  with  any  regulatory
requirements  or  orders  or  other  domestic  or  international  privacy  or  consumer  protection-related  laws  and  regulations  could  result  in  proceedings  or  actions
against  us  by  governmental  entities  or  others  (e.g.  class  action  litigation),  subject  us  to  significant  penalties  and  negative  publicity,  require  us  to  change  our
business practices, increase our costs and adversely affect our business.

Data protection legislation is also becoming increasingly common in the United States at both the federal and state level. For example, in June 2018, the
State of California enacted the California Consumer Privacy Act of 2018 (the “CCPA”), which will come into effect on January 1, 2020. The CCPA requires
companies that process information on California residents to make new disclosures to consumers about their data collection, use and sharing practices, allows
consumers to opt out of certain data sharing with third parties and provides a new cause of action for data breaches. However, legislators have stated that they
intend  to  propose  amendments  to  the  CCPA,  and  it  remains  unclear  what,  if  any,  modifications  will  be  made  to  the  CCPA  or  how  it  will  be  interpreted.
Additionally, the Federal Trade Commission and many state attorneys general are interpreting federal and state consumer protection laws to impose standards for
the online collection, use, dissemination and security of data. The burdens imposed by the CCPA and other similar laws that may be enacted at the federal and
state level may require us to modify our data processing practices and policies and to incur substantial expenditure in order to comply.

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 it is expected that China will do so as well. If China or another country 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.

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 we expect to continue to expand our international presence, especially in Asia. In fiscal 2017, 55% 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;
• political, social and/or economic instability;
• risks related to governmental regulations in foreign jurisdictions and unexpected changes in regulatory requirements and enforcement;
• higher levels of credit risk and payment fraud;
• burdens of complying with a variety of foreign laws;
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• the  cost  of  developing  connected  products  for  countries  where  Wi-Fi  technology  has  been  passed  over  in  favor  of  more  advanced  cellular  data
networks;

• tariffs, trade barriers and duties;
• reduced protection for intellectual property rights in some countries;
• difficulties  in  staffing  and  managing  global  operations  and  the  increased  travel,  infrastructure  and  legal  compliance  costs  associated  due  to  having

multiple international locations;
• compliance with statutory equity requirements;
• management of tax consequences;
• protectionist laws and business practices that favor local businesses in some countries;
• imposition of currency exchange controls;
• greater fluctuations in sales to customers in developing countries, including longer payment cycles and greater difficulty collecting accounts receivable;

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.  These  factors  may  harm  our  results  of  operations.  Also,  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 into new international
markets requires considerable management time and financial resources related to market, personnel and facilities development before any significant revenue is
generated. As a result, initial operations in a new market may operate at low margins or may be unprofitable.

In  particular,  we have significant  operations  in  China,  where  many of  the  risks  listed  above are  particularly  acute.  Our business,  financial  condition and
results  of  operations  may  be  materially  adversely  affected  by  economic,  political,  legal,  regulatory,  competitive  and  other  factors  in  China.  The  Chinese
economy differs from the economies of most developed countries in many respects, including the level of government involvement and control over economic
growth. In addition, our operations in China are governed by Chinese laws, rules and regulations, some of which are relatively new. The Chinese legal system
continues to rapidly evolve, which may result in uncertainties with respect to the interpretation and enforcement of Chinese laws, rules and regulations that could
have a material adverse effect on our business. China also experiences high turnover of direct labor due to the intensely competitive and fluid market for labor,
and the retention of adequate labor may be a challenge for our operations in China. If our labor turnover rates are higher than we expect, or we otherwise fail to
adequately manage our labor needs, then our business and results of operations could be adversely affected.

If 
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If  significant  tariffs  or  other  restrictions  are  placed  on  Chinese  imports  or  any  related  counter-measures  are  taken  by  China,  our  revenue  and  results  of
operations may be materially harmed. In July 2018, the Trump Administration announced a list of thousands of categories of goods, including electronics, that
could face tariffs of up to 25%. It is expected that these tariffs will be finalized after a public comment period ending in early September 2018. If the tariff list
remains unaltered, all of our inbound products to the United States would be subject to a tariff of up to 25% assessed on the cost of goods as imported. If these
duties  are  imposed  on  our  products,  we  may  be  required  to  raise  our  prices,  which  may  result  in  the  loss  of  customers  and  harm our  operating  performance.
Alternatively,  we may seek to shift production outside of China, resulting in significant costs and disruption to our operations as we would need to pursue the
time-consuming processes of recreating a new supply chain, identifying substitute components and establishing new manufacturing locations. Additionally, the
Trump Administration continues to signal that it may alter trade agreements and terms between China and the United States, including limiting trade with China,
and may impose additional tariffs on imports from China. Even if the currently proposed duties are not imposed on our products, it is possible further tariffs will
be  imposed  on  imports  of  our  products,  or  that  our  business  will  be  impacted  by  retaliatory  trade  measures  taken  by  China  or  other  countries  in  response  to
existing or future tariffs, causing us to raise prices or make changes to our operations, any of which could materially harm our revenue or operating results.
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are
susceptible
to
fluctuations
in
foreign
currency
exchange
rates,
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could
result
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operating
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Our  exposure  to  the  effects  of  fluctuations  in  foreign  currency  exchange  rates  has  grown  with  the  continued  expansion  of  our  overseas  operations,  and
primarily relates to non-U.S. dollar denominated sales and operating
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expenses  worldwide.  Unfavorable  movement  in  currency  exchange  rates  will  adversely  affect  our  results  of  operations  and  financial  condition.  While  a
significant  percentage  of  our  revenue  is  denominated  in  foreign  currencies,  the  majority  of  our  costs  are  denominated  in  U.S.  dollars.  This  means  that  a
strengthening of  the U.S.  dollar  would adversely  impact  our  reported financial  results.  The strengthening of  foreign currencies  may also increase  our  cost  of
product  components  denominated  in  those  currencies,  thus  adversely  affecting  gross  margin.  Fluctuations  in  currency exchange rates  may also  make it  more
difficult to detect underlying trends in our business and results of operations. We may in the future engage in some hedging activities, such as the use of foreign
currency forward and option contracts, to limit the risk of fluctuations in currency exchange rates. However, the use of such hedging activities may not offset
any, or more than a portion, of the adverse financial effects of unfavorable movements in foreign exchange rates over the limited time the hedges are in place.
Moreover,  the  use  of  hedging  instruments  may introduce  additional  risks  if  we are  unable  to  structure  effective  hedges  with  such instruments.  In  addition,  a
strengthening  of  the  U.S.  dollar  may  increase  the  cost  of  our  products  to  our  customers  outside  of  the  United  States,  which  may  also  adversely  affect  our
financial condition and results of operations.

Natural 
disasters, 
geopolitical 
unrest, 
war, 
terrorism, 
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 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
manufacturer  or  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,  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, 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
must 
comply 
with 
extensive 
regulatory 
requirements, 
and 
the 
cost 
of 
such 
compliance, 
and 
any 
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, 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.
If there is a new regulation, or change to an existing regulation, that significantly increases our costs of manufacturing or causes us to significantly alter the way
that we manufacture our products, this would have a material adverse effect on our business, financial condition and results of operations. Additionally, while we
have implemented policies and procedures designed to ensure compliance with applicable laws and regulations, there can be no assurance that our employees,
contractors and agents will not violate such laws and regulations or our policies and procedures.

We
are 
subject 
to 
the 
Foreign 
Corrupt 
Practices 
Act 
(the 
"FCPA"), 
and 
our 
failure 
to 
comply 
with 
the 
laws 
and 
regulations 
there 
under 
could 
result 
in
penalties
which
could
harm
our
reputation,
business
and
financial
condition.

Due  to  our  international  operations,  we  are  subject  to  the  FCPA,  which  generally  prohibits  companies  and  their  intermediaries  from  making  improper
payments  to  foreign  officials  for  the  purpose  of  obtaining  or  keeping  business.  The  FCPA also  requires  companies  to  maintain  adequate  recordkeeping  and
internal accounting practices to accurately reflect our transactions. Under the FCPA, U.S. companies may be held liable for actions taken by their strategic or
local  partners  or  representatives.  The FCPA and similar  laws in  other  countries  can impose civil  and criminal  penalties  for  violations.  If  we do not  properly
implement practices and controls with respect to compliance with the FCPA and
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similar laws, or if we fail to enforce those practices and controls properly, we may be subject to regulatory sanctions, including administrative costs related to
governmental  and  internal  investigations,  civil  and  criminal  penalties,  injunctions  and  restrictions  on  our  business  activities,  all  of  which  could  harm  our
reputation, business and financial condition.

Our
corporate
tax
rate
may
increase,
we
may
incur
additional
income
tax
liabilities
and
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. As we expand our operations, any changes in the U.S. or foreign taxation of such operations may increase our worldwide effective tax
rate. On December 22, 2017, President Trump signed into law the Tax Cuts and Jobs Act (the "Tax Act"), implementing a wide variety of changes to the U.S. tax
system. Among other changes at the corporate level, the Tax Act includes (i) a reduction in the U.S. federal corporate income tax rate from 35% to 21%, (ii)
further limitations on the deductibility of interest expense and certain executive compensation, (iii) the repeal of the corporate alternative minimum tax, (iv) the
imposition  of  a  territorial  tax  system  with  a  one-time  repatriation  tax  on  deemed  repatriated  earnings  of  foreign  subsidiaries  and  (v)  a  subjecting  of  certain
foreign earnings to U.S. taxation through a base erosion anti-abuse tax and a new tax related to global intangible low taxed income. Additionally, certain foreign
derived intangible income may prospectively be subject to a reduced rate of income tax from the statutorily enacted rate of 21%. Several of the new provisions
of the Tax Act require clarification and guidance from the Internal Revenue Service (the "IRS") and the Treasury Department. These or other changes in U.S. tax
law could impact our profits, cash flow and effective tax rate.

We are  also subject  to  examination by the  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. While we believe we are in compliance with local laws,
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
attributes
may
be
limited.

As of September 30, 2017, we had gross U.S. federal net operating loss carryforwards of $141.8 million, which expire beginning in 2026, and gross state net
operating loss carryforwards of $75.3 million, which expire beginning in 2020, as well as $4.1 million in foreign net operating loss carryforwards, which have an
indefinite  life.  Also  as  of  September  30,  2017,  we  had  U.S.  federal  and  state  research  and  development  tax  credit  carryforwards  of  $18.8  million  and  $15.7
million. The federal research credits will begin to expire in the year 2025, and the state research credits will begin to expire in 2024. It is possible that we will
not  generate  taxable  income in  time to  use  our  net  operating  loss  carryforwards  before  their  expiration  or  at  all.  Under  Sections  382 and 383 of  the  Internal
Revenue Code of 1986, as amended (the "Code"), if a corporation undergoes an “ownership change,” the corporation’s ability to use its pre-change net operating
loss  carryforwards  and  other  pre-change  attributes,  such  as  research  tax  credits,  to  offset  its  post-change  income  may  be  limited.  In  general,  an  “ownership
change”  will  occur  if  there  is  a  cumulative  change in  our  ownership  by “5-percent  shareholders”  that  exceeds  50 percentage  points  over  a  rolling  three-year
period. Similar rules may apply under state tax laws. We last completed a study in 2015 to determine whether an ownership change had occurred under Section
382 or 383 of the Code, and we determined at that time that an ownership change may have occurred in 2012. As a result, our net operating losses generated
through July 18, 2012 may be subject to limitation under Section 382 of the Code. The amount of pre-change loss carryforward which may be subject to this
limitation is $46.8 million. Our ability to use net operating loss carry forwards and other tax attributes to reduce future taxable income and liabilities may be
subject to limitations based on the ownership change of 2012, possible changes since that time or as a result of our initial public offering in August 2018 (the
"IPO"). As a result, if we earn net taxable income, our ability to use our pre-change net operating loss carryforwards or other pre-change tax attributes
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to offset United States federal and state taxable income may still be subject to limitations, which could potentially result in increased future tax liability to us.

We
may
need
additional
capital,
and
we
cannot
be
certain
that
additional
financing
will
be
available.

Our operations have been financed primarily through cash flow from operating activities, borrowings under our credit facilities and net proceeds from the
sale of our equity securities. 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 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 
may 
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  may  make  investments  in  complementary  businesses,  products,  services  or  technologies.  We  have  not  made  any
material  acquisitions  to  date  and,  as  a  result,  our  ability  as  an  organization  to  successfully  acquire  and  integrate  other  companies,  products,  services  or
technologies is unproven. We may not be able to find suitable acquisition candidates and we may not be able to complete acquisitions on favorable terms, if at
all. If we do complete acquisitions, we may not ultimately strengthen our competitive position or achieve our goals, and any acquisitions we complete could be
viewed  negatively  by  customers  or  investors.  In  addition,  if  we  fail  to  integrate  successfully  such  acquisitions,  or  the  technologies  associated  with  such
acquisitions, into our company, the revenue and operating results of the combined company could be adversely affected. Any integration process will require
significant time and resources, and we may not be able to manage the process successfully. We may not successfully evaluate or utilize the acquired technology
and accurately forecast  the financial  impact of an acquisition transaction,  including accounting charges.  We may have to pay cash,  incur debt or issue equity
securities to pay for any such acquisition, each of which could affect our financial condition or the value of our capital stock. The sale of equity or issuance of
debt to finance any such acquisitions could result in dilution to our stockholders. The incurrence of indebtedness would result in increased fixed obligations and
could also include covenants or other restrictions that would impede our ability to manage our operations. Additionally, we may receive indications of interest
from other parties interested in acquiring some or all of our business. The time required to evaluate such indications of interest could require significant attention
from management, disrupt the ordinary functioning of our business and adversely affect our operating results.

We
will 
need 
to 
improve 
our 
financial 
and
operational 
systems 
in 
order 
to 
manage
our 
growth
effectively 
and
support 
our 
increasingly 
complex 
business
arrangements,
and
an
inability
to
do
so
could
harm
our
business
and
results
of
operations.

To manage our growth and our increasingly complex business operations, especially as we move into new markets internationally, we will need to upgrade
our  operational  and  financial  systems  and  procedures,  improve  the  coordination  between  our  various  corporate  functions  and  expand,  train  and  manage  our
workforce  adequately.  Our  efforts  to  manage  the  expansion  of  our  operations  may  place  a  significant  strain  on  our  management  personnel,  systems  and
resources,  particularly  given  the  limited  amount  of  financial  resources  and  skilled  employees  that  may  be  available  at  the  time.  When  implementing  new or
changing existing processes,  we may encounter  transitional  issues  and incur  substantial  additional  expenses.  We cannot  be certain  that  we will  institute,  in  a
timely manner or at all,  the improvements to our managerial,  operational and financial systems and procedures necessary to support our anticipated increased
levels  of  operations.  Delays  or  problems  associated  with  any  improvement  or  expansion  of  our  operational  and  financial  systems  could  adversely  affect  our
relationships with our suppliers, manufacturers, resellers and customers, harm to our reputation and result in errors in our financial and other reporting, any of
which could harm our business and operating results. We may not be able to manage our growth effectively, and as a result may not be able to take advantage of
market  opportunities,  execute  on  expansion  strategies  or  meet  the  demands  of  our  customers.  In  particular,  we  anticipate  that  our  legacy  enterprise  resource
management  system will  need to be replaced in the near to intermediate  term in order to accommodate our expanding operations.  Such transitions can prove
difficult and time consuming which can adversely impact our business and ability to timely prepare our external financial reports.

We
have
identified
material
weaknesses
in
our
internal
control
over
financial
reporting
and,
if
our
remediation
of
these
material
weaknesses
is
not
effective,
or
if
we
fail
to
maintain
an
effective
system
of
internal
control
over
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financial
reporting
in
the
future,
we
may
not
be
able
to
accurately
or
timely
report
our
financial
condition
or
results
of
operations,
which
may
adversely
affect
investor
confidence
and
the
price
of
our
common
stock.

As a public company, we will be required to maintain internal control over financial reporting and to evaluate and determine the effectiveness of our internal
control over financial reporting. Beginning with our second annual report on Form 10-K following our IPO, we will be required to provide a management report
on  internal  control  over  financial  reporting,  as  well  as  an  attestation  of  our  independent  registered  public  accounting  firm,  assuming  we  are  no  longer  an
emerging growth company.

During 2017,  we identified  material  weaknesses  in  our  internal  control  over  financial  reporting.  A material  weakness  is  a  deficiency,  or  combination  of
deficiencies, in internal control over financial reporting such that there is a reasonable possibility that a material misstatement of our annual or interim financial
statements will not be prevented or detected on a timely basis. We identified a material weakness related to an insufficient complement of experienced personnel
with  the  requisite  technical  knowledge  of  financial  statement  disclosures  and  accounting  for  non-routine,  unusual  or  complex  events  and  transactions.  This
material weakness in our control environment contributed to an additional material weakness in that we did not maintain effective internal controls to address the
accounting of non-routine, unusual or complex events and transactions and the related financial statement presentation of such transactions.

We are taking steps to address these control issues, including the following:

• hiring of experienced additional accounting and financial reporting personnel; and
• creation of additional controls including those designed to strengthen our review processes around financial statement disclosures and accounting for

non-routine, unusual or complex transactions.

While  we believe  that  these  efforts  will  improve our  internal  control  over  financial  reporting,  the  implementation  of  these  measures  is  ongoing and will
require validation and testing of the design and operating effectiveness of internal controls over a sustained period of financial reporting cycles.

We  cannot  assure  you  that  the  measures  we  have  taken  to  date,  and  that  we  are  continuing  to  implement,  will  be  sufficient  to  remediate  the  material
weaknesses  we have  identified  or  avoid  the  identification  of  additional  material  weaknesses  in  the  future.  If  the  steps  we take  do not  remediate  the  material
weaknesses  in  a  timely  manner,  there  could  continue  to  be  a  reasonable  possibility  that  these  control  deficiencies  or  others  could  result  in  a  material
misstatement of our annual or interim financial statements that would not be prevented or detected on a timely basis.

The process of designing and implementing internal control over financial reporting required to comply with the disclosure and attestation requirements of
Section 404 of  the Sarbanes-Oxley Act  of  2002 ("Section 404")  will  be time consuming and costly.  If  during the evaluation  and testing process,  we identify
additional  material  weaknesses  in  our  internal  control  over  financial  reporting  or  determine  that  existing  material  weaknesses  have  not  been  remediated,  our
management will be unable to assert that our internal control over financial reporting is effective. Even if our management concludes that our internal control
over  financial  reporting  is  effective,  our  independent  registered  public  accounting  firm may  conclude  that  there  are  material  weaknesses  with  respect  to  our
internal control over financial reporting. If we are unable to assert that our internal control over financial reporting is effective, or when required in the future, if
our  independent  registered  public  accounting  firm  is  unable  to  express  an  unqualified  opinion  as  to  the  effectiveness  of  our  internal  control  over  financial
reporting, investors may lose confidence in the accuracy and completeness of our financial reports, the market price of our common stock could be adversely
affected  and  we  could  become  subject  to  litigation  or  investigations  by  the  stock  exchange  on  which  our  securities  are  listed,  the  Securities  and  Exchange
Commission (the "SEC") or other regulatory authorities, which could require additional financial and management resources.

Our
reported
financial
results
may
be
adversely
affected
by
changes
in
accounting
principles
generally
accepted
in
the
United
States.

Generally  accepted  accounting  principles  in  the  United  States  are  subject  to  interpretation  by  the  Financial  Accounting  Standards  Board,  the  American
Institute of Certified Public Accountants, the SEC and various bodies formed to promulgate and interpret appropriate accounting principles. A change in these
principles or interpretations could have a significant effect on our reported financial results, and could affect the reporting of transactions completed before the
announcement of a change.
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We
are
an
emerging
growth
company
under
the
Jumpstart
Our
Business
Startups
Act
of
2012
(the
"JOBS
Act")
and
we
are
permitted
to
rely
on
exemptions
from
certain
disclosure
requirements.
We
cannot
be
certain
if
the
reduced
disclosure
requirements
applicable
to
emerging
growth
companies
will
make
our
common
stock
less
attractive
to
investors.

We are an “emerging growth company” as defined in the JOBS Act. For as long as we continue to be an emerging growth company, which could be as long
as five years following the completion of our IPO, we may choose to take advantage of certain exemptions from various reporting requirements applicable to
other public companies that are not emerging growth companies, including not being required to comply with the auditor attestation requirements of Section 404,
reduced Public Company Accounting Oversight Board reporting requirements, reduced disclosure obligations regarding executive compensation in our periodic
reports and proxy statements and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and stockholder approval
of any golden parachute payments not previously approved. We cannot predict if investors will find our common stock less attractive because we may rely on
these exemptions. If some investors find our common stock less attractive as a result, there may be a less active trading market for our common stock and the
price of our common stock may be more volatile.

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 market price of our common stock has been and may continue to be volatile. Since shares of our common stock were sold in our IPO in August 2018
at a price of $15.00 per share, the closing price of our common stock has ranged from $16.69 to $21.69 through September 5, 2018. In addition to factors discussed
in this Quarterly Report on Form 10-Q, the market 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 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 initiate or 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;
• the expiration of contractual lock-up or market standoff agreements; and
• sales of shares of our common stock by us or our stockholders.

In addition, the stock market with respect to newly public companies, particularly companies in the technology industry, have experienced significant price
and volume fluctuations that have affected and continue to affect the market prices of 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.

Our
business
and
financial
performance
may
differ
from
any
projections
that
we
disclose
or
any
information
that
may
be
attributed
to
us
by
third
parties.

From  time  to  time,  we  may  provide  guidance  via  public  disclosures  regarding  our  projected  business  or  financial  performance.  However,  any  such
projections  involve  risks,  assumptions  and  uncertainties  and  our  actual  results  could  differ  materially  from  such  projections.  Factors  that  could  cause  or
contribute to such differences include, but are not limited to, those identified in these Risk Factors, some or all of which are not predictable or within our control.
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Other  unknown  or  unpredictable  factors  also  could  adversely  impact  our  performance,  and  we  undertake  no  obligation  to  update  or  revise  any  projections,
whether  as  a  result  of  new  information,  future  events  or  otherwise.  In  addition,  various  news  sources,  bloggers  and  other  publishers  often  make  statements
regarding  our  historical  or  projected  business  or  financial  performance,  and  you  should  not  rely  on  any  such  information  even  if  it  is  attributed  directly  or
indirectly to us.

Our
stock
price
and
trading
volume
could
decline
if
securities
or
industry
analysts
do
not
publish
about
our
business,
or
if
they
publish
unfavorable
research.

Equity research analysts do not currently provide coverage of our common stock, and we cannot assure that any equity research analysts will adequately
provide research coverage of our common stock. A lack of adequate research coverage may harm the liquidity and market price of our common stock. To the
extent equity research analysts do provide research coverage of our common stock, we will not have any control over the content and opinions included in their
reports. The price of our common stock could decline if one or more equity research analysts downgrade our stock or publish other unfavorable commentary or
research. If one or more equity research analysts cease coverage of our company, or fail to regularly publish reports on us, the demand for our common stock
could decrease, which in turn could cause our stock price or trading volume to decline.

Sales
of
a
substantial
amount
of
our
common
stock
in
the
public
market,
particularly
sales
by
our
directors,
executive
officers
and
significant
stockholders,
or
the
perception
that
these
sales
could
occur,
could
cause
the
market
price
of
our
common
stock
to
decline.

Sales  of  a  substantial  number  of  shares  of  our  common  stock  in  the  public  market,  particularly  sales  by  our  directors,  executive  officers  and  principal
stockholders, or the perception that these sales might occur, could cause the market price of our common stock to decline. The 13,888,888 shares of our common
stock sold  in  our  IPO,  as  well  as  an  additional  2,083,333 shares  related  to  the  exercise  of  the  over-allotment  option,  are  freely  tradable  in  the  public  market
without restrictions or further registration under the Securities Act of 1933, as amended (the “Securities Act”), except that any shares held by our affiliates, as
defined  in  Rule  144  under  the  Securities  Act,  would  only  be  able  to  be  sold  in  compliance  with  Rule  144  and  any  applicable  lock-up  agreements  described
below. The remaining shares of our common stock are currently restricted from resale as a result of lock-up or market standoff agreements, as described below.

In  connection  with  our  IPO,  our  directors,  executive  officers  and the  holders  of  substantially  all  of  our  common stock  and securities  convertible  into  or
exercisable for our common stock have entered into lock-up agreements or market standoff provisions in agreements with us that, for a period of at least 180
days from the date of our IPO and subject to certain exceptions, prohibit them from offering for sale, selling, contracting to sell, granting any option for the sale
of, transferring or otherwise disposing of any shares of our common stock and of any securities convertible into or exercisable for our common stock, without the
prior written consent of the underwriters in our IPO or us, as the case may be. Shares held by directors, executive officers, and other affiliates will also be subject
to volume limitations under Rule 144 under the Securities Act and various vesting agreements. In addition, a total of 182,000 shares of our common stock may
become available for sale in the public market upon the exercise of currently outstanding stock options that would otherwise expire pursuant to their terms prior
to 181 days after the date of our IPO, including shares held by one of our executive officers. The sale of shares issuable upon exercise of these expiring options
have been exempted from the restrictions set forth in the lock-up agreements with the underwriters.

When  the  applicable  lock-up  and  market  standoff  periods  described  above  expire,  we  and  our  securityholders  subject  to  a  lock-up  agreement  or  market
standoff  agreement  will  be  able  to  sell  shares  of  our  common  stock  in  the  public  market.  In  addition,  the  underwriters  may,  in  their  discretion,  permit  our
securityholders to sell shares prior to the expiration of the restrictive provisions contained in the lock-up agreements. Sales of a substantial number of such shares
upon expiration of the lock-up and market standoff agreements,  the perception that such sales may occur or early release of these agreements could cause our
market price to fall or make it more difficult for you to sell your common stock at a time and price that you deem appropriate.

In addition, as of June 30, 2018, we had options outstanding that, if fully exercised, would result in the issuance of 45.4  million shares of our common stock.
We have filed a registration statement on Form S-8 to register shares reserved for future issuance under our equity compensation plans. Subject to the satisfaction
of applicable vesting requirements and expiration of the market standoff agreements and lock-up agreements referred to above, the shares issued upon exercise of
outstanding stock options will be available for immediate resale in the United States in the open market.
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Moreover, certain holders of our common stock have rights, subject to some conditions, to require us to file registration statements for the public resale of
such shares or to include such shares in registration statements that we may file for us or other stockholders.

 
We may also issue our shares of common stock or securities convertible into shares of our common stock from time to time in connection with a financing,

acquisition, investments or otherwise. We also expect to grant equity awards to employees, directors and consultants under our 2018 Equity Incentive Plan and
rights  to purchase our  common stock under  our  2018 Employee Stock Purchase Plan,  which will  become effective  at  a  future  date  upon determination by the
compensation committee of our board of directors (the “Board”). Any such issuances could result in substantial dilution to our existing stockholders and cause the
market price of our common stock to decline.

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 of 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.

Additional
stock
issuances
could
result
in
significant
dilution
to
our
stockholders.

Additional issuances of our capital stock will result in dilution to our existing stockholders. Also, to the extent outstanding options to purchase our capital
stock are exercised, there will be further dilution. The amount of dilution could be substantial depending upon the size of the issuance or exercise.

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,
and
the
market
price
of
our
common
stock
may
be
lower
as
a
result.

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 to 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.

Moreover, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the Delaware General Corporation Law, which
prohibit a person who owns 15% or more of our outstanding voting stock from merging or combining with us for a three-year period beginning on the date of the
transaction in which the person acquired in excess of 15% of our outstanding voting stock, unless the merger or combination is approved in a prescribed manner.
Any provision in our restated certificate of incorporation, our restated bylaws or Delaware law that has the effect of delaying or deterring a change in control
could limit the opportunity for our stockholders to receive a premium for their shares of our common stock, and could also affect the price that some investors
are willing to pay for our common stock.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Recent Sales of Unregistered Securities
    

From April  1,  2018  through  August  2,  2018  (the  date  of  the  filing  of  our  registration  statement  on  Form S-8),  we  issued  and  sold  to  our  employees,
consultants and other services providers an aggregate of unregistered 635,070 shares of common stock upon the exercise of stock options under our 2003 Stock
Plan.

These shares were issued pursuant to benefit plans and contracts related to compensation in reliance upon the exemption from registration requirements of
Rule 701 of the Securities Act. The recipients of the securities in each of these transactions represented their intentions to acquire the securities for investment only
and  not  with  a  view to  or  for  sale  in  connection  with  any  distribution  thereof,  and  appropriate  legends  were  placed  upon  the  stock  certificates  issued  in  these
transactions.

Use of Proceeds from Registered Securities

In August 2018, we closed our IPO, in which we sold  6,388,888 shares of our common stock at our IPO price of $15.00 per share, including 833,333
shares sold in connection with the exercise of the underwriters’ option to purchase additional shares, and selling stockholders sold 9,583,333 shares of our common
stock, including 1,250,000 shares pursuant to the underwriters' over-allotment option. The offer and sale of all of the shares in our IPO were registered under the
Securities Act pursuant to a registration statement on Form S-1 (File No. 333-226076), which was declared effective by the SEC on August 1, 2018. We raised
aggregate  net  proceeds  of  $90.6  million  from  our  IPO,  after  deducting  underwriting  discounts  and  commissions  of  $5.3  million.  Additionally,  offering  costs
incurred by us are expected to total approximately $4.6 million. There has been no material change in the planned use of proceeds from our IPO as described in the
prospectus filed pursuant to Rule 424(b) under the Securities Act with the SEC on August 2, 2018. The managing underwriters of our IPO were Morgan Stanley &
Co. LLC and Goldman Sachs & Co. LLC. No payments were made by us to directors, officers or persons owning 10% or more of our common stock or to their
associates, or to our affiliates, other than payments in the ordinary course of business to officers for salaries and to non-employee directors pursuant to our director
compensation policy.
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Item 6. Exhibit Index

Exhibit
Number  

    Incorporated By Reference   Filed or
Furnished
HerewithExhibit Title   Form   File No.   Exhibit   Filing Date  

3.1   Restated Certificate of Incorporation                   X
3.2   Restated Bylaws                   X

4.1   Form of Common Stock Certificate   S-1  
333-

226076   4.01   7/6/18    

10.1  
Form of Indemnification Agreement entered into between Sonos,
Inc. and each of its directors and executive officers   S-1  

333-
226076   10.01   7/6/18    

10.2   2003 Stock Plan, as amended, and forms of agreement thereunder   S-1  
333-

226076   10.02   7/6/18    

10.3    2018 Equity Incentive Plan and forms of agreement thereunder   S-1/A  
333-

226076   10.03   7/23/18    

10.4  
2018 Employee Stock Purchase Plan and form of subscription
agreement   S-1  

333-
226076   10.04   7/6/18    

31.1  
Certification of Chief Executive Officer pursuant to Rules 13a-
14(a) and Rule 15d-14(a) of the Exchange Act                   X

31.2   Certification of Chief Financial Officer pursuant to Rules 13a-14(a)and Rule 15d-14(a) of the Exchange Act                   X

32.1*  
Certification of Chief Executive Officer pursuant to Rule 13a-14(b)
of the Exchange Act and 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

 
               

X

32.2*
 

Certification of Chief Financial Officer pursuant to Rule 13a-14(b)
of the Exchange Act and 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002                  

X

101.INS   XBRL Instance Document                   X
101.SCH   XBRL Taxonomy Extension Schema Document                   X
101.CAL   XBRL Taxonomy Extension Calculation Linkbase Document                   X
101.DEF   XBRL Taxonomy Extension Definition Linkbase Document                   X
101.LAB   XBRL Taxonomy Extension Label Linkbase Document                   X
101.PRE   XBRL Taxonomy Extension Presentation Linkbase Document                   X

* The
certifications
furnished
in
Exhibits
32.1
and
32.2
hereto
are
deemed
to
accompany
this
Form
10-Q
and
are
not
deemed
“filed”
for
purposes
of
Section
18
of
the
Exchange
Act,
or
otherwise
subject
to
the
liability
of
that
section,
nor
shall
they
be
deemed
incorporated
by
reference
into
any
filing
under
the
Securities
Act
or
the
Exchange
Act.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Quarterly Report on Form 10-Q to be signed on its
behalf by the undersigned thereunto duly authorized.

Sonos, Inc.

Date: September 11, 2018 By: /s/ Patrick Spence
    Patrick Spence
    Chief Executive Officer and Director
    (Principal
Executive
Officer)
Date: September 11, 2018 By: /s/ Michael Giannetto
    Michael Giannetto

    Chief Financial Officer

    (Principal
Financial
Officer
and
Principal
Accounting
Officer)
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SONOS, INC.

RESTATED CERTIFICATE OF INCORPORATION

Sonos, Inc., a Delaware corporation, hereby certifies as follows:

1.  The name of this corporation is Sonos, Inc. The date of the filing of its original Certificate of Incorporation with the Secretary
of State was August 22, 2002 under the name Rincon Audio, Inc.

2.  The Restated Certificate of Incorporation of this corporation attached hereto as Exhibit A , which is incorporated herein by this
reference, and which restates, integrates and further amends the provisions of the Certificate of Incorporation of this corporation as previously
amended and/or restated, has been duly adopted by this corporation’s Board of Directors and by the stockholders in accordance with Sections
242 and 245 of the General Corporation Law of the State of Delaware, with the approval of this corporation’s stockholders having been given
by written consent without a meeting in accordance with Section 228 of the General Corporation Law of the State of Delaware.

IN WITNESS WHEREOF , this corporation has caused this Restated Certificate of Incorporation to be signed by its duly authorized
officer and the foregoing facts stated herein are true and correct.

Dated:    August 6, 2018                     SONOS, INC.

/s/ Michael Giannetto    
Michael Giannetto
Chief Financial Officer

EXHIBIT A

SONOS, INC.

RESTATED CERTIFICATE OF INCORPORATION

ARTICLE I: NAME

The name of this corporation is Sonos, Inc. (the “ Corporation
”).

ARTICLE II: AGENT FOR SERVICE OF PROCESS

The address of  the Corporation’s registered office in the State of  Delaware is  1209 Orange Street,  City of  Wilmington,  County of
New Castle, Delaware 19801. The name of the registered agent of the Corporation at that address is The Corporation Trust Company.

ARTICLE III: PURPOSE

The purpose of the Corporation is to engage in any lawful act or activity for which corporations may be organized under the General
Corporation Law of the State of Delaware (the “ General
Corporation
Law
”).

ARTICLE IV: AUTHORIZED STOCK

1. Total  Authorized . The  total  number  of  shares  of  all  classes  of  stock  that  the  Corporation  has  authority  to  issue  is
510,000,000 shares, consisting of two classes: 500,000,000 shares of Common Stock, $0.001 par value per share (“ Common
Stock
”), and
10,000,000 shares of Preferred Stock, $0.001 par value per share (“ Preferred
Stock
”).

2.      Designation of Additional Series .

2.1      The Corporation’s Board of Directors (the “ Board
”) is authorized, subject to any limitations prescribed by the law of
the State of Delaware, by resolution or resolutions adopted from time to time, to provide for the issuance of shares of Preferred Stock in one
or  more  series,  and,  by  filing  a  certificate  of  designation  pursuant  to  the  applicable  law  of  the  State  of  Delaware  (the  “ Certificate 
of
Designation
”), to establish from time to time the number of shares to be included in each such series, to fix the designation, vesting, powers
(including voting powers),  preferences and relative, participating, optional or other rights (and the qualifications, limitations or restrictions
thereof) of the shares of each such series and to increase (but not above the total number of authorized shares of the class) or decrease (but not
below the number of shares of such series then outstanding) the number of shares of any such series.  The number of authorized shares of
Preferred Stock may also be increased or decreased (but not below the number of shares thereof then outstanding) by the affirmative vote of



the holders of a majority of the voting power of all the then-outstanding shares of capital stock of the Corporation entitled to vote thereon,
without a separate vote of the holders of the Preferred Stock or any series thereof, irrespective of the provisions of Section 242(b)(2) of the
General Corporation Law, unless a vote of any such holders is required pursuant to the terms of any Certificate of Designation designating a
series of Preferred Stock.

2.2           Except as otherwise expressly provided in any Certificate of Designation designating any series of Preferred Stock
pursuant  to  the  foregoing provisions  of  this  Article  IV,  (i)  any new series  of  Preferred  Stock may be  designated,  fixed and determined as
provided herein by the Board without approval of the holders of Common Stock or the holders of Preferred Stock, or any series thereof, and
(ii)  any such new series  may have  powers,  preferences  and rights,  including,  without  limitation,  voting  rights,  dividend rights,  liquidation
rights, redemption rights and conversion rights, senior to, junior to or pari passu with the rights of the Common Stock, the Preferred Stock or
any future class or series of Preferred Stock or Common Stock.

2.3      Each outstanding share of Common Stock shall entitle the holder thereof to one vote on each matter properly submitted
to  the  stockholders  of  the  Corporation for  their  vote; provided
,
however
,  that,  except  as  otherwise  required  by law,  holders  of  Common
Stock shall not be entitled to vote on any amendment to this Restated Certificate of Incorporation (including any Certificate of Designation
relating to any series of Preferred Stock) that relates solely to the terms of one or more outstanding series of Preferred Stock if the holders of
such affected series  are entitled,  either  separately or  together  as  a  class  with the holders  of  one or  more other such series,  to vote thereon
pursuant to this Restated Certificate of Incorporation (including any Certificate of Designation relating to any series of Preferred Stock).

ARTICLE V: AMENDMENT OF BYLAWS

The Board shall have the power to adopt, amend or repeal the Bylaws of the Corporation (the “ Bylaws
”). Any adoption, amendment
or repeal of the Bylaws by the Board shall require the approval of a majority of the Whole Board. For purposes of this Restated Certificate of
Incorporation,  the term “ Whole
Board
”  shall  mean  the  total  number  of  authorized  directors  whether  or  not  there  exist  any  vacancies  in
previously authorized directorships. The stockholders shall also have power to adopt, amend or repeal the Bylaws; provided
,
however
, that,
notwithstanding any other provision of this Restated Certificate of Incorporation (including any Certificate of Designation) or any provision
of  law  that  might  otherwise  permit  a  lesser  or  no  vote,  but  in  addition  to  any  vote  of  the  holders  of  any  class  or  series  of  stock  of  the
Corporation required by applicable law or by this Restated Certificate of Incorporation (including any Preferred Stock issued pursuant to any
Certificate of Designation), the affirmative vote of the holders of at least two-thirds (2/3) of the voting power of all of the then-outstanding
shares of the capital stock of the Corporation entitled to vote generally in the election of directors, voting together as a single class, shall be
required to adopt, amend or repeal any provision of the Bylaws; provided
,
further
, that if two-thirds (2/3) of the Whole Board has approved
such adoption, amendment or repeal of any provisions of the Bylaws, then only the affirmative vote of the holders of at least a majority of the
voting power of all of the then-outstanding shares of the capital stock of the Corporation entitled to vote generally in the election of directors,
voting together as a single class, shall be required to adopt, amend or repeal any provision of the Bylaws.

ARTICLE VI: MATTERS RELATING TO THE BOARD OF DIRECTORS

1.      Director Powers . The business and affairs of the Corporation shall be managed by or under the direction of the Board, except
as otherwise provided by law. In addition to the powers and authority expressly conferred upon them by statute or by this Restated Certificate
of Incorporation or the Bylaws, the directors are hereby empowered to exercise all such powers and do all such acts and things as may be
exercised or done by the Corporation.

2.      Number of Directors . Subject to the rights of the holders of any series of Preferred Stock to elect additional directors under
specified circumstances, the total number of directors constituting the Whole Board shall be fixed from time to time exclusively by resolution
adopted by a majority of the Whole Board.

3.      Classified Board . Subject to the special rights of the holders of any series of Preferred Stock to elect directors, the directors
shall be divided, with respect to the time for which they severally hold office, into three classes designated as Class I, Class II and Class III,
respectively  (the  “ Classified
Board
”).  The  Board  is  authorized  to  assign  members  of  the  Board  already  in  office  to  such  classes  of  the
Classified  Board,  which  assignments  shall  become  effective  at  the  same  time  the  Classified  Board  becomes  effective.  Directors  shall  be
assigned to each class in accordance with a resolution or resolutions adopted by the Board, with the number of directors in each class to be
divided as nearly equal as reasonably possible. The initial term of office of the Class I directors shall expire at the Corporation’s first annual
meeting of stockholders following the closing of the Corporation’s initial public offering pursuant to an effective registration statement under
the  Securities  Act  of  1933,  as  amended  (the  “  Securities 
Act
 ”),  relating  to  the  offer  and  sale  of  Common  Stock  to  the  public  (the  “
Initial
Public
Offering
Closing
”), the initial term of office of the Class II directors shall expire at the Corporation’s second annual meeting
of  stockholders  following  the  Initial  Public  Offering  Closing  and  the  initial  term  of  office  of  the  Class  III  directors  shall  expire  at  the
Corporation’s  third  annual  meeting  of  stockholders  following  the  Initial  Public  Offering  Closing.  At  each  annual  meeting  of  stockholders
following the Initial Public Offering Closing, directors elected to succeed those directors of the class whose terms then expire shall be elected
for  a  term  of  office  to  expire  at  the  third  succeeding  annual  meeting  of  stockholders  after  their  election.  In  the  event  of  any  increase  or
decrease in the authorized number of directors (a) each director then serving as such shall nevertheless continue as a director of the class of
which  the  director  is  a  member  and  (b)  the  newly  created  or  eliminated  directorships  resulting  from  such  increase  or  decrease  shall  be
apportioned by the Board among the three classes of directors so as to ensure that no one class has more than one director more than any



other class.

4.      Term and Removal . Each director shall hold office until the annual meeting at which such director’s term expires and until
such director’s successor is elected and qualified, or until such director’s earlier death, resignation, disqualification or removal. Any director
may resign at any time upon notice to the Corporation given in writing or by any electronic transmission permitted by the Bylaws. Subject to
the special rights of the holders of any series of Preferred Stock, no director may be removed from the Board except for cause and only by the
affirmative  vote  of  the  holders  of  at  least  two-thirds  (2/3)  of  the  voting  power  of  the  then-outstanding  shares  of  capital  stock  of  the
Corporation entitled to vote generally in the election of directors voting together as a single class. In the event of any increase or decrease in
the authorized number of directors, (a) each director then serving as such shall nevertheless continue as a director of the class of which the
director is a member and (b) the newly created or eliminated directorships resulting from such increase or decrease shall be apportioned by
the Board among the classes of directors so as to ensure that no one class has more than one director more than any other class. To the extent
possible,  consistent  with  the  foregoing  rule,  any  newly  created  directorships  shall  be  added  to  those  classes  whose  terms  of  office  are  to
expire at the latest dates following such allocation, and any newly eliminated directorships shall be subtracted from those classes whose terms
of office are to expire at the earliest dates following such allocation, unless otherwise provided from time to time by resolution adopted by the
Board. No decrease in the authorized number of directors constituting the Board shall shorten the term of any incumbent director.

5.      Vacancies and Newly Created Directorships . Subject to the special rights of the holders of any series of Preferred Stock to
elect  directors,  any  vacancy  occurring  in  the  Board  for  any  cause,  and  any  newly  created  directorship  resulting  from  any  increase  in  the
authorized number of directors, shall, unless (a) the Board determines by resolution that any such vacancies or newly created directorships
shall be filled by the stockholders or (b) as otherwise provided by law, be filled only by the affirmative vote of a majority of the directors then
in office, even if less than a quorum, or by a sole remaining director, and not by the stockholders. Any director elected in accordance with the
preceding sentence shall hold office for a term expiring at the annual meeting of stockholders at which the term of office of the class to which
the director has been assigned expires or until such director’s successor shall have been duly elected and qualified, or until such director’s
earlier  death,  resignation,  disqualification  or  removal.  No  decrease  in  the  authorized  number  of  directors  shall  shorten  the  term  of  any
incumbent director.

6.      Vote by Ballot . Election of directors need not be by written ballot unless the Bylaws shall so provide.

ARTICLE VII: DIRECTOR LIABILITY

1.      Limitation of Liability . To the fullest extent permitted by law, no director of the Corporation shall be personally liable to the
Corporation or its stockholders for monetary damages for breach of fiduciary duty as a director. Without limiting the effect of the preceding
sentence, if the General Corporation Law is hereafter amended to authorize the further elimination or limitation of the liability of a director,
then the liability of a director of the Corporation shall be eliminated or limited to the fullest extent permitted by the General Corporation Law,
as so amended.

2.      Change in Rights . Neither any amendment nor repeal of this Article VII, nor the adoption of any provision of this Restated
Certificate  of  Incorporation  inconsistent  with  this  Article  VII,  shall  eliminate,  reduce  or  otherwise  adversely  affect  any  limitation  on  the
personal  liability  of  a  director  of  the  Corporation  existing  at  the  time  of  such  amendment,  repeal  or  adoption  of  such  an  inconsistent
provision.

ARTICLE VIII: MATTERS RELATING TO STOCKHOLDERS

1.      No Action by Written Consent of Stockholders . Subject to the rights of any series of Preferred Stock then outstanding, no
action shall be taken by the stockholders of the Corporation except at a duly called annual or special meeting of stockholders, and no action
shall be taken by the stockholders of the Corporation by written consent.

2.           Special  Meeting  of  Stockholders . Special  meetings  of  the  stockholders  of  the  Corporation  may  be  called  only  by  the
Chairperson of the Board, the Chief Executive Officer or the Board acting pursuant to a resolution adopted by a majority of the Whole Board,
and may not be called by any other person or persons.

3.      Advance Notice of Stockholder Nominations and Business Transacted at Special Meetings . Advance notice of stockholder
nominations for the election of directors of the Corporation and of business to be brought by stockholders before any meeting of stockholders
of  the  Corporation  shall  be  given  in  the  manner  provided  in  the  Bylaws.  Business  transacted  at  special  meetings  of  stockholders  shall  be
limited to the purpose or purposes stated in the notice of meeting.

ARTICLE IX: SEVERABILITY

If any provision of this Restated Certificate of Incorporation shall be held to be invalid, illegal or unenforceable, then such provision
shall  nonetheless  be  enforced  to  the  maximum extent  possible  consistent  with  such  holding  and the  remaining  provisions  of  this  Restated
Certificate of Incorporation (including without limitation, all portions of any section of this Restated Certificate of Incorporation containing
any such provision held to be invalid, illegal or unenforceable, that are not themselves invalid, illegal or unenforceable) shall remain in full
force and effect.



ARTICLE X: AMENDMENT OF RESTATED CERTIFICATE OF INCORPORATION

The Corporation  reserves  the  right  to  amend or  repeal  any  provision  contained  in  this  Restated  Certificate  of  Incorporation  in  the
manner prescribed by the laws of  the State  of  Delaware and all  rights  conferred upon stockholders  are granted subject  to  this  reservation;
provided
 ,
 however
 ,  that,  notwithstanding  any  other  provision  of  this  Restated  Certificate  of  Incorporation  (including  any  Certificate  of
Designation) or any provision of law that might otherwise permit a lesser vote or no vote, but in addition to any vote of the holders of any
class or series of the stock of the Corporation required by law or by this Restated Certificate of Incorporation (including any Certificate of
Designation), and subject to Section 1 and 2.1 of Article IV, the affirmative vote of the holders of at least two-thirds (2/3) of the voting power
of  all  of  the  then-outstanding  shares  of  the  capital  stock  of  the  Corporation  entitled  to  vote  generally  in  the  election  of  directors,  voting
together as a single class, shall be required to amend or repeal or adopt any provision inconsistent with this Article X, Section 2 of Article IV,
or Article V, Article VI, Article VII, Article VIII, Article IX or Article XI (the “ Specified
Provisions
”); provided
,
further
, that if two-thirds
(2/3) of the Whole Board has approved such amendment or repeal of, or any provision inconsistent with, the Specified Provisions, then only
the affirmative vote of the holders of at least a majority of the voting power of all of the then-outstanding shares of the capital stock of the
Corporation entitled to vote generally in the election of directors, voting together as a single class, shall be required to amend or repeal, or
adopt any provision inconsistent with, the Specified Provisions.

ARTICLE XI: CHOICE OF FORUM

Unless the Corporation consents in writing to the selection of an alternative forum, the Court of Chancery of the State of Delaware, to
the fullest extent permitted by law, shall be the sole and exclusive forum for: (a) any derivative action or proceeding brought on behalf of the
Corporation; (b) any action asserting a claim of breach of a fiduciary duty owed by, or other wrongdoing by, any director, officer, employee
or  agent  of  the  Corporation to  the  Corporation or  the  Corporation’s  stockholders;  (c)  any action asserting a  claim against  the  Corporation
arising pursuant to any provision of the General Corporation Law, this Restated Certificate of Incorporation or the Bylaws; (d) any action to
interpret,  apply,  enforce or  determine the validity of  this  Restated Certificate of  Incorporation or  the Bylaws; or  (e)  any action asserting a
claim against the Corporation governed by the internal affairs doctrine.

Unless the Corporation consents in writing to the selection of an alternative forum, the federal district courts of the United States of
America shall be the exclusive forum for the resolution of any complaint asserting a cause of action arising under the Securities Act.

Any person or entity purchasing or otherwise acquiring or holding any interest in shares of capital stock of the Corporation shall be
deemed to have notice of and to have consented to the provisions of this Article XI.

____________________________
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Article I: STOCKHOLDERS

Section  1.1:           Annual  Meetings .  AN  ANNUAL  MEETING  OF  STOCKHOLDERS  SHALL  BE  HELD  FOR  THE
ELECTION OF DIRECTORS AT SUCH DATE AND TIME AS THE BOARD OF DIRECTORS OF THE CORPORATION (THE
“ BOARD
”) SHALL EACH YEAR FIX. THE MEETING MAY BE HELD EITHER AT A PLACE, WITHIN OR WITHOUT THE
STATE OF DELAWARE AS PERMITTED BY THE DELAWARE GENERAL CORPORATION LAW (THE “ DGCL
”), OR BY
MEANS OF REMOTE COMMUNICATION AS THE BOARD IN ITS SOLE DISCRETION MAY DETERMINE. ANY PROPER
BUSINESS MAY BE TRANSACTED AT THE ANNUAL MEETING.

Section 1.2:          Special  Meetings .  SPECIAL  MEETINGS OF  STOCKHOLDERS FOR  ANY PURPOSE  OR PURPOSES
SHALL BE CALLED IN  THE MANNER SET FORTH IN  THE RESTATED CERTIFICATE OF INCORPORATION OF THE
CORPORATION (AS THE SAME MAY BE AMENDED AND/OR RESTATED FROM TIME TO TIME, THE “ CERTIFICATE
OF
INCORPORATION
”).  THE  SPECIAL  MEETING  MAY  BE  HELD  EITHER  AT  A  PLACE,  WITHIN  OR  WITHOUT  THE
STATE  OF  DELAWARE,  OR  BY  MEANS  OF  REMOTE  COMMUNICATION  AS  THE  BOARD  IN  ITS  SOLE  DISCRETION



MAY  DETERMINE.  BUSINESS  TRANSACTED  AT  ANY  SPECIAL  MEETING  OF  STOCKHOLDERS  SHALL  BE  LIMITED
TO MATTERS RELATING TO THE PURPOSE OR PURPOSES STATED IN THE NOTICE OF THE MEETING.

Section  1.3:           Notice  of  Meetings .  NOTICE  OF  ALL  MEETINGS  OF  STOCKHOLDERS  SHALL  BE  GIVEN  IN
WRITING  OR  BY  ELECTRONIC  TRANSMISSION  IN  THE  MANNER  PROVIDED  BY  APPLICABLE  LAW  (INCLUDING,
WITHOUT  LIMITATION,  AS  SET  FORTH  IN  SECTION  7.1.1  OF  THESE  BYLAWS)  STATING  THE  DATE,  TIME  AND
PLACE,  IF  ANY,  OF  THE  MEETING,  THE  MEANS  OF  REMOTE  COMMUNICATION,  IF  ANY,  BY  WHICH
STOCKHOLDERS  AND  PROXY  HOLDERS  MAY  BE  DEEMED  TO  BE  PRESENT  IN  PERSON  AND  VOTE  AT  SUCH
MEETING,  AND  THE  RECORD  DATE  FOR  DETERMINING  THE  STOCKHOLDERS  ENTITLED  TO  VOTE  AT  THE
MEETING.  IN  THE  CASE  OF  A  SPECIAL  MEETING,  SUCH  NOTICE  SHALL  ALSO  SET  FORTH  THE  PURPOSE  OR
PURPOSES FOR WHICH THE MEETING IS CALLED. UNLESS OTHERWISE REQUIRED BY APPLICABLE LAW OR THE
CERTIFICATE OF INCORPORATION,  NOTICE OF ANY MEETING OF STOCKHOLDERS SHALL BE GIVEN NOT LESS
THAN TEN (10), NOR MORE THAN SIXTY (60), DAYS BEFORE THE DATE OF THE MEETING TO EACH STOCKHOLDER
OF RECORD ENTITLED TO VOTE AT SUCH MEETING.

Section 1.4:          Adjournments . THE CHAIRPERSON OF THE MEETING SHALL HAVE THE POWER TO ADJOURN
THE MEETING TO ANOTHER TIME, DATE AND PLACE (IF ANY).  ANY MEETING OF STOCKHOLDERS, ANNUAL OR
SPECIAL,  MAY  BE  ADJOURNED  FROM  TIME  TO  TIME,  AND  NOTICE  NEED  NOT  BE  GIVEN  OF  ANY  SUCH
ADJOURNED  MEETING  IF  THE  TIME,  DATE  AND  PLACE  (IF  ANY)  THEREOF  AND  THE  MEANS  OF  REMOTE
COMMUNICATION (IF ANY) BY WHICH STOCKHOLDERS AND PROXY HOLDERS MAY BE DEEMED TO BE PRESENT
IN  PERSON  AND  VOTE  AT  SUCH  ADJOURNED  MEETING  ARE  ANNOUNCED  AT  THE  MEETING  AT  WHICH  THE
ADJOURNMENT IS TAKEN; PROVIDED
, HOWEVER
, THAT IF THE ADJOURNMENT IS FOR MORE THAN THIRTY (30)
DAYS,  A  NOTICE  OF  THE  ADJOURNED  MEETING  SHALL  BE  GIVEN  TO  EACH  STOCKHOLDER  OF  RECORD
ENTITLED TO VOTE AT THE MEETING. AT THE ADJOURNED MEETING THE CORPORATION MAY TRANSACT ANY
BUSINESS  THAT  MIGHT  HAVE  BEEN  TRANSACTED  AT  THE  ORIGINAL  MEETING.  TO  THE  FULLEST  EXTENT
PERMITTED  BY  LAW,  THE  BOARD  MAY  POSTPONE,  RESCHEDULE  OR  CANCEL  ANY  PREVIOUSLY  SCHEDULED
SPECIAL OR ANNUAL MEETING OF THE STOCKHOLDERS BEFORE IT IS TO BE HELD, REGARDLESS OF WHETHER
ANY  NOTICE  OR  PUBLIC  DISCLOSURE  WITH  RESPECT  TO  ANY  SUCH  MEETING  HAS  BEEN  SENT  OR  MADE
PURSUANT  TO  SECTION  1.3  HEREOF  OR  OTHERWISE,  IN  WHICH  CASE  NOTICE  SHALL  BE  PROVIDED  TO  THE
STOCKHOLDERS OF THE NEW DATE, TIME AND PLACE, IF ANY, OF THE MEETING AS PROVIDED IN SECTION 1.3
ABOVE.

Section  1.5:          Quorum .  EXCEPT  AS  OTHERWISE  PROVIDED  BY  APPLICABLE  LAW,  THE  CERTIFICATE  OF
INCORPORATION OR THESE BYLAWS, AT EACH MEETING OF STOCKHOLDERS THE HOLDERS OF A MAJORITY OF
THE  VOTING  POWER  OF  THE  SHARES  OF  STOCK  ISSUED  AND  OUTSTANDING  AND  ENTITLED  TO  VOTE  AT  THE
MEETING,  PRESENT  IN  PERSON  OR  REPRESENTED  BY  PROXY,  SHALL  CONSTITUTE  A  QUORUM  FOR  THE
TRANSACTION OF BUSINESS; PROVIDED
, HOWEVER
,  THAT WHERE A SEPARATE VOTE BY A CLASS OR CLASSES
OR  SERIES  OF  STOCK  IS  REQUIRED  BY  APPLICABLE  LAW  OR  THE  CERTIFICATE  OF  INCORPORATION,  THE
HOLDERS OF A MAJORITY OF THE VOTING POWER OF THE SHARES OF SUCH CLASS OR CLASSES OR SERIES OF
THE  STOCK  ISSUED  AND  OUTSTANDING  AND  ENTITLED  TO  VOTE  ON  SUCH  MATTER,  PRESENT  IN  PERSON  OR
REPRESENTED BY PROXY AT THE MEETING, SHALL CONSTITUTE A QUORUM ENTITLED TO TAKE ACTION WITH
RESPECT  TO  THE  VOTE  ON  SUCH  MATTER.  IF  A  QUORUM  SHALL  FAIL  TO  ATTEND  ANY  MEETING,  THE
CHAIRPERSON OF THE MEETING OR,  IF  DIRECTED TO BE VOTED ON BY THE CHAIRPERSON OF THE MEETING,
THE HOLDERS OF A MAJORITY OF THE VOTING POWER OF THE SHARES ENTITLED TO VOTE WHO ARE PRESENT
IN  PERSON  OR  REPRESENTED  BY  PROXY  AT  THE  MEETING  MAY  ADJOURN  THE  MEETING.  SHARES  OF  THE
CORPORATION’S STOCK BELONGING TO THE CORPORATION (OR TO ANOTHER CORPORATION, IF A MAJORITY
OF  THE  SHARES  ENTITLED  TO  VOTE  IN  THE  ELECTION  OF  DIRECTORS  OF  SUCH  OTHER  CORPORATION  ARE
HELD,  DIRECTLY  OR  INDIRECTLY,  BY  THE  CORPORATION),  SHALL  NEITHER  BE  ENTITLED  TO  VOTE  NOR  BE
COUNTED  FOR  QUORUM  PURPOSES; PROVIDED
 , HOWEVER
 ,  THAT  THE  FOREGOING  SHALL  NOT  LIMIT  THE
RIGHT OF THE CORPORATION OR ANY OTHER CORPORATION TO VOTE ANY SHARES OF THE CORPORATION’S
STOCK HELD BY IT IN A FIDUCIARY CAPACITY AND TO COUNT SUCH SHARES FOR PURPOSES OF DETERMINING A
QUORUM.  A  QUORUM,  ONCE ESTABLISHED AT A  MEETING,  SHALL NOT BE BROKEN BY THE WITHDRAWAL OF
ENOUGH VOTES TO LEAVE LESS THAN A QUORUM.

Section 1.6:      Organization . MEETINGS OF STOCKHOLDERS SHALL BE PRESIDED OVER BY (A) SUCH PERSON
AS THE BOARD MAY DESIGNATE, OR (B) IN SUCH PERSON’S ABSENCE, THE CHAIRPERSON OF THE BOARD, OR (C)
IN SUCH PERSON’S ABSENCE, THE CHIEF EXECUTIVE OFFICER OF THE CORPORATION OR (D) IN SUCH PERSON’S
ABSENCE,  THE  PRESIDENT  OF  THE  CORPORATION,  OR  (E)  IN  THE  ABSENCE  OF  SUCH  PERSON,  BY  A  VICE
PRESIDENT. SUCH PERSON SHALL BE CHAIRPERSON OF THE MEETING AND, SUBJECT TO SECTION 1.10 OF THESE
BYLAWS,  SHALL  DETERMINE  THE  ORDER  OF  BUSINESS  AND  THE  PROCEDURE  AT  THE  MEETING,  INCLUDING
SUCH REGULATION OF THE MANNER OF VOTING AND THE CONDUCT OF DISCUSSION AS SEEMS TO SUCH PERSON
TO BE IN ORDER. THE SECRETARY OF THE CORPORATION SHALL ACT AS SECRETARY OF THE MEETING, BUT IN



SUCH  PERSON’S  ABSENCE  THE  CHAIRPERSON  OF  THE  MEETING  MAY  APPOINT  ANY  PERSON  TO  ACT  AS
SECRETARY OF THE MEETING.

Section  1.7:          Voting;  Proxies .  EACH  STOCKHOLDER  OF  RECORD  ENTITLED  TO  VOTE  AT  A  MEETING  OF
STOCKHOLDERS MAY AUTHORIZE ANOTHER PERSON OR PERSONS TO ACT FOR SUCH STOCKHOLDER BY PROXY.
SUCH  A  PROXY  MAY  BE  PREPARED,  TRANSMITTED  AND  DELIVERED  IN  ANY  MANNER  PERMITTED  BY
APPLICABLE LAW. EXCEPT AS MAY BE REQUIRED IN THE CERTIFICATE OF INCORPORATION, DIRECTORS SHALL
BE ELECTED BY A PLURALITY OF THE VOTES OF THE SHARES PRESENT IN PERSON OR REPRESENTED BY PROXY
AT THE MEETING AND ENTITLED TO VOTE ON THE ELECTION OF DIRECTORS. UNLESS OTHERWISE PROVIDED
BY  APPLICABLE  LAW,  RULE  OR  REGULATION  APPLICABLE  TO  THE  CORPORATION  OR  ITS  SECURITIES,  THE
RULES OR REGULATIONS OF ANY STOCK EXCHANGE APPLICABLE TO THE CORPORATION, THE CERTIFICATE OF
INCORPORATION OR THESE BYLAWS,  EVERY MATTER OTHER THAN THE ELECTION OF DIRECTORS SHALL BE
DECIDED  BY  THE  AFFIRMATIVE  VOTE  OF  THE  HOLDERS  OF  A  MAJORITY  OF  THE  VOTING  POWER  OF  THE
SHARES OF STOCK ENTITLED TO VOTE ON SUCH MATTER THAT ARE PRESENT IN PERSON OR REPRESENTED BY
PROXY  AT  THE  MEETING  AND  ARE  VOTED  FOR  OR  AGAINST  THE  MATTER  (OR  IF  THERE  ARE  TWO  OR  MORE
CLASSES OR SERIES OF STOCK ENTITLED TO VOTE AS SEPARATE CLASSES, THEN IN THE CASE OF EACH CLASS
OR SERIES, THE HOLDERS OF A MAJORITY OF THE VOTING POWER OF THE SHARES OF STOCK OF THAT CLASS
OR SERIES PRESENT IN PERSON OR REPRESENTED BY PROXY AT THE MEETING VOTING FOR OR AGAINST SUCH
MATTER).

Section 1.8:          Fixing Date for Determination of Stockholders of Record . IN ORDER THAT THE CORPORATION MAY
DETERMINE THE STOCKHOLDERS ENTITLED TO NOTICE OF OR TO VOTE AT ANY MEETING OF STOCKHOLDERS
OR  ANY  ADJOURNMENT  THEREOF,  THE  BOARD  MAY  FIX  A  RECORD  DATE,  WHICH  RECORD  DATE  SHALL  NOT
PRECEDE  THE  DATE  UPON  WHICH  THE  RESOLUTION  FIXING  THE  RECORD  DATE  IS  ADOPTED  BY  THE  BOARD,
AND WHICH RECORD DATE SHALL, UNLESS OTHERWISE REQUIRED BY LAW, NOT BE MORE THAN SIXTY (60), NOR
LESS THAN TEN (10), DAYS BEFORE THE DATE OF SUCH MEETING. IF NO RECORD DATE IS FIXED BY THE BOARD,
THE RECORD DATE FOR DETERMINING STOCKHOLDERS ENTITLED TO NOTICE OF OR TO VOTE AT A MEETING
OF STOCKHOLDERS SHALL BE AT THE CLOSE OF BUSINESS ON THE DAY NEXT PRECEDING THE DAY ON WHICH
NOTICE IS  GIVEN,  OR,  IF  NOTICE IS WAIVED,  AT THE CLOSE OF BUSINESS ON THE DAY NEXT PRECEDING THE
DAY  ON  WHICH  THE  MEETING  IS  HELD.  A  DETERMINATION  OF  STOCKHOLDERS  OF  RECORD  ENTITLED  TO
NOTICE  OF  OR  TO  VOTE  AT  A  MEETING  OF  STOCKHOLDERS  SHALL  APPLY  TO  ANY  ADJOURNMENT  OF  THE
MEETING; PROVIDED
, HOWEVER
,  THAT THE BOARD MAY FIX A NEW RECORD DATE FOR DETERMINATION OF
STOCKHOLDERS ENTITLED TO NOTICE OF OR TO VOTE AT THE ADJOURNED MEETING.

In  order  that  the  Corporation  may  determine  the  stockholders  entitled  to  receive  payment  of  any  dividend  or  other  distribution  or
allotment of any rights, or entitled to exercise any rights in respect of any change, conversion or exchange of stock or for the purpose of any
other lawful action, the Board may fix, in advance, a record date, which shall not precede the date upon which the resolution fixing the record
date is  adopted by the Board and which shall  not be more than sixty (60) days prior to such action.  If  no such record date is fixed by the
Board, then the record date for determining stockholders for any such purpose shall be at the close of business on the day on which the Board
adopts the resolution relating thereto.

Section 1.9:      List of Stockholders Entitled to Vote . THE SECRETARY SHALL PREPARE, AT LEAST TEN (10) DAYS
BEFORE  EVERY  MEETING  OF  STOCKHOLDERS,  A  COMPLETE  LIST  OF  STOCKHOLDERS  ENTITLED  TO  VOTE  AT
THE  MEETING  ( PROVIDED
 , HOWEVER
 ,  IF  THE  RECORD  DATE  FOR  DETERMINING  THE  STOCKHOLDERS
ENTITLED TO VOTE IS LESS THAN TEN (10) DAYS BEFORE THE DATE OF THE MEETING, THE LIST SHALL REFLECT
THE  STOCKHOLDERS  ENTITLED  TO  VOTE  AS  OF  THE  TENTH  (10 TH )  DAY  BEFORE  THE  MEETING  DATE),
ARRANGED IN ALPHABETICAL ORDER AND SHOWING THE ADDRESS OF EACH STOCKHOLDER AND THE NUMBER
OF  SHARES  REGISTERED  IN  THE  NAME  OF  EACH  STOCKHOLDER.  SUCH  LIST  SHALL  BE  OPEN  TO  THE
EXAMINATION OF ANY STOCKHOLDER,  FOR ANY PURPOSE GERMANE TO THE MEETING,  FOR A PERIOD OF AT
LEAST TEN (10) DAYS PRIOR TO THE MEETING, (A) ON A REASONABLY ACCESSIBLE ELECTRONIC NETWORK AS
PERMITTED BY APPLICABLE LAW ( PROVIDED
, THAT THE INFORMATION REQUIRED TO GAIN ACCESS TO THE
LIST IS  PROVIDED WITH THE NOTICE OF THE MEETING),  OR (B)  DURING ORDINARY BUSINESS HOURS,  AT THE
PRINCIPAL  PLACE  OF  BUSINESS  OF  THE  CORPORATION.  IF  THE  MEETING  IS  HELD  AT  A  LOCATION  WHERE
STOCKHOLDERS MAY ATTEND IN PERSON, THE LIST SHALL ALSO BE PRODUCED AND KEPT AT THE TIME AND
PLACE OF THE MEETING DURING THE WHOLE TIME THEREOF AND MAY BE INSPECTED BY ANY STOCKHOLDER
WHO IS PRESENT AT THE MEETING. IF THE MEETING IS HELD SOLELY BY MEANS OF REMOTE COMMUNICATION,
THEN THE LIST SHALL BE OPEN TO THE EXAMINATION OF ANY STOCKHOLDER DURING THE WHOLE TIME OF
THE MEETING ON A REASONABLY ACCESSIBLE ELECTRONIC NETWORK, AND THE INFORMATION REQUIRED TO
ACCESS THE LIST SHALL BE PROVIDED WITH THE NOTICE OF THE MEETING. EXCEPT AS OTHERWISE PROVIDED
BY LAW, THE LIST SHALL PRESUMPTIVELY DETERMINE THE IDENTITY OF THE STOCKHOLDERS ENTITLED TO
VOTE AT THE MEETING AND THE NUMBER OF SHARES HELD BY EACH OF THEM.



Section 1.10:      Inspectors of Elections .

1.10.1      Applicability . Unless otherwise required by the Certificate of Incorporation or by the DGCL, the following provisions of
this Section 1.10 shall apply only if and when the Corporation has a class of voting stock that is: (a) listed on a national securities exchange;
(b) authorized for quotation on an interdealer quotation system of a registered national securities association; or (c) held of record by more
than  two  thousand  (2,000)  stockholders.  In  all  other  cases,  observance  of  the  provisions  of  this  Section  1.10  shall  be  optional,  and  at  the
discretion of the Board.

1.10.2      Appointment . The Corporation shall, in advance of any meeting of stockholders, appoint one or more inspectors of election
to act at the meeting and make a written report thereof. The Corporation may designate one or more persons as alternate inspectors to replace
any inspector who fails to act. If no inspector or alternate is able to act at a meeting of stockholders, the person presiding at the meeting shall
appoint one or more inspectors to act at the meeting.

1.10.3      Inspector’s Oath . Each inspector of election, before entering upon the discharge of such inspector’s duties, shall take and
sign an oath faithfully to execute the duties of inspector with strict impartiality and according to the best of such inspector’s ability.

1.10.4           Duties  of  Inspectors  .  At  a  meeting  of  stockholders,  the  inspectors  of  election  shall  (a)  ascertain  the  number  of  shares
outstanding and the voting power of each share, (b) determine the shares represented at a meeting and the validity of proxies and ballots, (c)
count all votes and ballots, (d) determine and retain for a reasonable period of time a record of the disposition of any challenges made to any
determination by the inspectors, and (e) certify their determination of the number of shares represented at the meeting, and their count of all
votes and ballots. The inspectors may appoint or retain other persons or entities to assist the inspectors in the performance of the duties of the
inspectors.

1.10.5      Opening and Closing of Polls . The date and time of the opening and the closing of the polls for each matter upon which the
stockholders will vote at a meeting shall be announced by the chairperson of the meeting at the meeting. No ballot, proxies or votes, nor any
revocations thereof or changes thereto, shall be accepted by the inspectors after the closing of the polls unless the Court of Chancery of the
State of Delaware, upon application by a stockholder, shall determine otherwise.

1.10.6           Determinations  .  In  determining  the  validity  and  counting  of  proxies  and  ballots,  the  inspectors  shall  be  limited  to  an
examination of  the  proxies,  any envelopes  submitted with  those  proxies,  any information provided in  connection with  proxies  pursuant  to
Section  211(a)(2)b.(i)  of  the  DGCL,  or  in  accordance  with  Sections  211(e)  or  212(c)(2)  of  the  DGCL,  ballots  and  the  regular  books  and
records of the Corporation, except that the inspectors may consider other reliable information for the limited purpose of reconciling proxies
and ballots submitted by or on behalf of banks, brokers, their nominees or similar persons which represent more votes than the holder of a
proxy is authorized by the record owner to cast or more votes than the stockholder holds of record. If the inspectors consider other reliable
information for the limited purpose permitted herein, the inspectors at the time they make their certification of their determinations pursuant
to this Section 1.10 shall specify the precise information considered by them, including the person or persons from whom they obtained the
information, when the information was obtained, the means by which the information was obtained and the basis for the inspectors’ belief
that such information is accurate and reliable.

Section 1.11:      Notice of Stockholder Business; Nominations .

1.11.1      Annual Meeting of Stockholders .

(a)           Nominations  of  persons  for  election  to  the  Board  and  the  proposal  of  other  business  to  be  considered  by  the
stockholders  may  be  made  at  an  annual  meeting  of  stockholders  only:  (i)  pursuant  to  the  Corporation’s  notice  of  such  meeting  (or  any
supplement thereto), (ii) by or at the direction of the Board or any committee thereof or (iii) by any stockholder of the Corporation who was a
stockholder of record at the time of giving of the notice provided for in this Section 1.11 (the “ Record
Stockholder
”), who is entitled to vote
at  such  meeting  and  who  complies  with  the  notice  and  other  procedures  set  forth  in  this  Section  1.11  in  all  applicable  respects.  For  the
avoidance of doubt, the foregoing clause (iii) shall be the exclusive means for a stockholder to make nominations or propose business (other
than business included in the Corporation’s proxy materials pursuant to Rule 14a-8 under the Securities Exchange Act of 1934, as amended
(such  act,  and  the  rules  and  regulations  promulgated  thereunder,  the  “ Exchange
Act
”),  at  an  annual  meeting  of  stockholders,  and  such
stockholder  must  fully  comply  with  the  notice  and  other  procedures  set  forth  in  this  Section  1.11  to  make  such  nominations  or  propose
business before an annual meeting.

(b)      For nominations or other business to be properly brought before an annual meeting by a Record Stockholder pursuant
to Section 1.11.1(a) of these Bylaws:

(i)            the Record  Stockholder  must  have  given  timely  notice  thereof  in  writing  to  the  Secretary  of  the
Corporation and provide any updates or supplements to such notice at the times and in the forms required by this Section 1.11;

(ii)      such other business (other than the nomination of persons for election to the Board) must otherwise be
a proper matter for stockholder action;



(iii)      if the Proposing Person (as defined below) has provided the Corporation with a Solicitation Notice (as
defined below), such Proposing Person must, in the case of a proposal other than the nomination of persons for election to the Board, have
delivered  a  proxy  statement  and  form  of  proxy  to  holders  of  at  least  the  percentage  of  the  Corporation’s  voting  shares  required  under
applicable law to carry any such proposal, or, in the case of a nomination or nominations, have delivered a proxy statement and form of proxy
to  holders  of  a  percentage  of  the  Corporation’s  voting  shares  reasonably  believed  by  such  Proposing  Person  to  be  sufficient  to  elect  the
nominee or nominees proposed to be nominated by such Record Stockholder, and must, in either case, have included in such materials the
Solicitation Notice; and

(iv)           if no Solicitation Notice relating thereto has been timely provided pursuant to this Section 1.11, the
Proposing Person proposing such business or nomination must not have solicited a number of proxies sufficient to have required the delivery
of such a Solicitation Notice under this Section 1.11.

To be timely, a Record Stockholder’s notice must be delivered to the Secretary at the principal executive offices of the Corporation
not later than the close of business on the seventy-fifth (75 th ) day nor earlier than the close of business on the one hundred and fifth (105 th )
day  prior  to  the  first  anniversary  of  the  preceding  year’s  annual  meeting  (except  in  the  case  of  the  Corporation’s  first  annual  meeting
following  its  initial  public  offering,  for  which  such  notice  shall  be  timely  if  delivered  in  the  same  time  period  as  if  such  meeting  were  a
special meeting governed by Section 1.11.2 of these Bylaws); provided
, however
,  that in the event that the date of the annual meeting is
more than thirty (30) days before, or more than sixty (60) days after, such anniversary date, notice by the Record Stockholder to be timely
must be so delivered (A) no earlier than the close of business on the one hundred and fifth (105 th ) day prior to such annual meeting and (B)
no later than the close of business on the later of the seventy-fifth (75 th ) day prior to such annual meeting or the close of business on the tenth
(10 th ) day following the day on which Public Announcement (as defined below) of the date of such meeting is first made by the Corporation.
In no event shall an adjournment or postponement of an annual meeting for which notice has been given commence a new time period (or
extend any time period) for providing the Record Stockholder’s notice. Such Record Stockholder’s notice shall set forth:

(x)    as to each person whom the Record Stockholder proposes to nominate for election or reelection as a director:

(i)      the name, age, business address and residence address of such person;

(ii)     the principal occupation or employment of such nominee;

(iii)    the class, series and number of any shares of stock of the Corporation that are beneficially owned or owned of record
by such person or any Associated Person (as defined in Section 1.11.3(c)) ;

(iv)     the date or dates such shares were acquired and the investment intent of such acquisition;

(v)         all  other  information  relating  to  such  person  that  would  be  required  to  be  disclosed  in  solicitations  of  proxies  for
election of directors in an election contest (even if an election contest is not involved) , or would be otherwise required, in each case
pursuant to and in accordance with Section 14(a) (or any successor provision) under the Exchange Act and the rules and regulations
thereunder (including such person’s written consent to being named in the proxy statement as a nominee, to the public disclosure of
information regarding or related to such person provided to the Corporation by such person or otherwise pursuant to this Section 1.11
and to serving as a director if elected) ; and

(vi)        whether  such  person  meets  the  independence  requirements  of  the  stock  exchange  upon  which  the  Corporation’s
Common Stock is primarily traded.

(y)    as to any other business that the Record Stockholder proposes to bring before the meeting, a brief description of the business
desired to be brought before the meeting, the text of the proposal or business (including the text of any resolutions proposed for consideration
and in the event that such business includes a proposal to amend the Bylaws, the text of the proposed amendment), the reasons for conducting
such business at the meeting and any material interest in such business of such Proposing Person, including any anticipated benefit  to any
Proposing Person therefrom; and

(z)    as to the Proposing Person giving the notice:

(i)     the current name and address of such Proposing Person, including, if applicable, their name and address as they appear
on the Corporation’s stock ledger, if different;

(ii)     the class or series and number of shares of stock of the Corporation that are directly or indirectly owned of record or
beneficially  owned  by  such  Proposing  Person,  including  any  shares  of  any  class  or  series  of  the  Corporation  as  to  which  such
Proposing Person has a right to acquire beneficial ownership at any time in the future;

(iii)        whether  and  the  extent  to  which  any  derivative  interest  in  the  Corporation’s  equity  securities  (including  without
limitation any option, warrant, convertible security, stock appreciation right, or similar right with an exercise or conversion privilege
or a settlement payment or mechanism at a price related to any class or series of shares of the Corporation or with a value derived in



whole or in part from the value of any class or series of shares of the Corporation, whether or not such instrument or right shall be
subject  to  settlement in the underlying class  or  series  of  shares of  the Corporation or  otherwise,  and any cash-settled equity swap,
total return swap, synthetic equity position or similar derivative arrangement, as well as any rights to dividends on the shares of any
class or series of shares of the Corporation that are separated or separable from the underlying shares of the Corporation) or any short
interest in any security of the Corporation (for purposes of this Bylaw a person shall be deemed to have a short interest in a security if
such person directly or indirectly, through any contract, arrangement, understanding, relationship or otherwise, has the opportunity to
profit or share in any profit derived from any increase or decrease in the value of the subject security, including through performance-
related fees) is held directly or indirectly by or for the benefit of such Proposing Person, including without limitation whether and the
extent to which any ongoing hedging or other transaction or series of transactions has been entered into by or on behalf of, or any
other  agreement,  arrangement  or  understanding  (including  without  limitation  any  short  position  or  any  borrowing  or  lending  of
shares) has been made, the effect or intent of which is to mitigate loss to or manage risk or benefit of share price changes for, or to
increase or decrease the voting power of, such Proposing Person with respect to any share of stock of the Corporation;

(iv)        any other material relationship between such Proposing Person, on the one hand, and the Corporation, any affiliate of
the Corporation or any principal competitor of the Corporation, on the other hand;

(v)        any direct or indirect material interest in any material contract or agreement with the Corporation, any affiliate of the
Corporation  or  any  principal  competitor  of  the  Corporation  (including,  in  any  such  case,  any  employment  agreement,  collective
bargaining agreement or consulting agreement);

(vi)        any other information relating to such Proposing Person that would be required to be disclosed in a proxy statement
or other filing required to be made in connection with solicitations of proxies or consents by such Proposing Person in support of the
business proposed to be brought before the meeting pursuant to Section 14(a) (or any successor provision) under the Exchange Act
and the rules and regulations thereunder (the disclosures to be made pursuant to the foregoing clauses (iv) through (vi) are referred to
as  “ Disclosable 
Interests
 ”).  For  purposes  hereof  “Disclosable  Interests”  shall  not  include  any  information  with  respect  to  the
ordinary  course  business  activities  of  any  broker,  dealer,  commercial  bank,  trust  company  or  other  nominee  who  is  a  Proposing
Person solely as a result of being the stockholder directed to prepare and submit the notice required by these Bylaws on behalf of a
beneficial owner;

(vii)    such Proposing Person’s written consent to the public disclosure of information provided to the Corporation pursuant
to this Section 1.11;

(viii)    a complete written description of any agreement, arrangement or understanding (whether oral or in writing) (including
any  knowledge  that  another  person  or  entity  is  Acting  in  Concert  (as  defined  in  Section  1.11.3(c))  with  such  Proposing  Person)
between or among such Proposing Person, any of its respective affiliates or associates and any other person Acting in Concert with
any of the foregoing persons ;

(ix)        as to each person whom such Proposing Person proposes to nominate for election or re-election as a director, any
agreement, arrangement or understanding of such person with any other person or entity other than the Corporation with respect to
any direct  or indirect  compensation,  reimbursement or indemnification in connection with service or action as a director known to
such Proposing Person after reasonable inquiry;

(x)     a representation that the Record Stockholder is a holder of record of stock of the Corporation entitled to vote at such
meeting and intends to appear in person or by proxy at the meeting to propose such business or nomination;

(xi)     a representation whether such Proposing Person intends (or is part of a group that intends) to deliver a proxy statement
or form of proxy to holders of,  in the case of a proposal,  at  least  the percentage of the Corporation’s voting shares required under
applicable  law  to  carry  the  proposal  or,  in  the  case  of  a  nomination  or  nominations,  a  sufficient  number  of  holders  of  the
Corporation’s voting shares to elect such nominee or nominees (an affirmative statement of such intent being a “ Solicitation
Notice
”); and

(xii)     any proxy, contract, arrangement, or relationship pursuant to which the Proposing Person has a right to vote, directly
or indirectly, any shares of any security of the Corporation.

A stockholder providing written notice required by this Section 1.11  will update and supplement such notice in writing, if necessary,
so that the information provided or required to be provided in such notice is true and correct in all material respects as of (i) the record date
for  the  meeting and (ii)  the  close  of  business  on the  fifth  (5th)  business  day prior  to  the  meeting and,  in  the  event  of  any adjournment  or
postponement thereof, the close of business on the fifth (5th) business day prior to such adjourned or postponed meeting. In the case of an
update and supplement pursuant to clause (i) of the foregoing sentence, such update and supplement will be received by the Secretary of the
Corporation at the principal executive office of the Corporation not later than five (5) business days after the record date for the meeting, and
in the case of an update and supplement pursuant to clause (ii) of the foregoing sentence, such update and supplement will be received by the
Secretary of the Corporation at the principal executive office of the Corporation not later than two (2) business days prior to the date for the
meeting, and, in the event of any adjournment or postponement thereof, two (2) business days prior to such adjourned or postponed meeting.



(c)        Notwithstanding  anything  in  the  second sentence  of  Section  1.11.1(b)  of  these  Bylaws  to  the  contrary,  in  the  event  that  the
number  of  directors  to  be  elected  to  the  Board  is  increased  and  there  is  no  Public  Announcement  by  the  Corporation  naming  all  of  the
nominees  for  director  or  specifying  the  size  of  the  increased  Board  at  least  seventy  five  (75)  days  prior  to  the  first  anniversary  of  the
preceding year’s annual meeting (or, if the annual meeting is held more than thirty (30) days before or sixty (60) days after such anniversary
date,  at  least  seventy  five  (75)  days  prior  to  such  annual  meeting),  a  stockholder’s  notice  required  by  this  Section  1.11  shall  also  be
considered timely, but only with respect to nominees for any new positions created by such increase, if it shall be delivered to the Secretary of
the Corporation at the principal executive office of the Corporation no later than the close of business on the tenth (10th) day following the
day on which such Public Announcement is first made by the Corporation.

(d)        Notwithstanding  anything  in  Section  1.11  or  any  other  provision  of  the  Bylaws  to  the  contrary,  any  person  who  has  been
determined by a majority of the Whole Board to have violated Section 2.11 of these Bylaws or a Board Confidentiality Policy (as defined
below) while serving as a director of the Corporation in the preceding five (5) years shall be ineligible to be nominated or serve as a member
of the Board, absent a prior waiver for such nomination or service approved by two-thirds of the Whole Board.

1.11.2      Special Meetings of Stockholders . Only such business shall be conducted at a special meeting of stockholders as shall have
been brought before the meeting pursuant to the Corporation’s notice of such meeting. Nominations of persons for election to the Board may
be made at a special meeting of stockholders at which directors are to be elected pursuant to the Corporation’s notice of such meeting (a) by
or at the direction of the Board or any committee thereof or (b) provided that the Board has determined that directors shall be elected at such
meeting, by any stockholder of the Corporation who is a stockholder of record at the time of giving of notice of the special meeting, who
shall be entitled to vote at the meeting and who complies with the notice and other procedures set forth in this Section 1.11 in all applicable
respects. In the event the Corporation calls a special meeting of stockholders for the purpose of electing one or more directors to the Board,
any such stockholder may nominate a person or persons (as the case may be), for election to such position(s) as specified in the Corporation’s
notice  of  meeting,  if  the  stockholder’s  notice  required  by  Section  1.11.1(b)  of  these  Bylaws  shall  be  delivered  to  the  Secretary  of  the
Corporation at the principal executive offices of the Corporation (i) no earlier than the one hundred fifth (105  th ) day prior to such special
meeting and (ii) no later than the close of business on the later of the seventy-fifth (75 th ) day prior to such special meeting or the tenth (10 th )
day following the day on which Public Announcement is first made of the date of the special meeting and of the nominees proposed by the
Board to be elected at such meeting.

1.11.3      General .

(a)      Only such persons who are nominated in accordance with the procedures set forth in this Section 1.11 shall be eligible
to be elected at a meeting of stockholders and serve as directors and only such business shall be conducted at a meeting of stockholders as
shall have been brought before the meeting in accordance with the procedures set forth in this Section 1.11. Except as otherwise provided by
law or these Bylaws, the chairperson of the meeting shall have the power and duty to determine whether a nomination or any other business
proposed to be brought before the meeting was made or proposed,  as the case may be,  in accordance with the procedures set  forth in this
Section 1.11 and, if any proposed nomination or business is not in compliance herewith, to declare that such defective proposal or nomination
shall be disregarded. Notwithstanding the foregoing provisions of this Section 1.11, unless otherwise required by law, if the stockholder (or a
Qualified  Representative  of  the  stockholder  (as  defined  below))  does  not  appear  at  the  annual  or  special  meeting  of  stockholders  of  the
Corporation  to  present  a  nomination  or  proposed  business,  such  nomination  shall  be  disregarded  and  such  proposed  business  shall  not  be
transacted, notwithstanding that proxies in respect of such vote may have been received by the Corporation.

(b)           Notwithstanding  the  foregoing  provisions  of  this  Section  1.11,  a  stockholder  shall  also  comply  with  all  applicable
requirements of the Exchange Act and the rules and regulations thereunder with respect to the matters set forth herein. Nothing in this Section
1.11 shall be deemed to affect any rights of (a) stockholders to request inclusion of proposals in the Corporation’s proxy statement pursuant
to  Rule  14a-8  under  the  Exchange  Act  or  (b)  the  holders  of  any  series  of  Preferred  Stock  to  elect  directors  pursuant  to  any  applicable
provisions of the Certificate of Incorporation.

(c)      For purposes of this Section 1.11 the following definitions shall apply:

A)        a  person  shall  be  deemed  to  be  “ Acting 
in 
Concert
 ”  with  another  person  if  such  person  knowingly  acts
(whether or not pursuant to an express agreement, arrangement or understanding) in concert with, or toward a common goal
relating to the management, governance or control of the Corporation in substantial parallel with, such other person where (1)
each person is conscious of the other person’s conduct or intent and this awareness is  an element in their  decision-making
processes and (2) at least one additional factor suggests that such persons intend to act in concert or in substantial parallel,
which  such  additional  factors  may  include,  without  limitation,  exchanging  information  (whether  publicly  or  privately),
attending  meetings,  conducting  discussions  or  making  or  soliciting  invitations  to  act  in  concert  or  in  substantial  parallel;
provided
, that a person shall not be deemed to be Acting in Concert with any other person solely as a result of the solicitation
or  receipt  of  revocable  proxies  or  consents  from  such  other  person  in  response  to  a  solicitation  made  pursuant  to,  and  in
accordance with, Section 14(a) (or any successor provision) of the Exchange Act by way of a proxy or consent solicitation
statement filed on Schedule 14A. A person Acting in Concert with another person shall be deemed to be Acting in Concert
with any third party who is also Acting in Concert with such other person;



(B)        “ Associated 
Person
”  shall  mean  with  respect  to  any  subject  stockholder  or  other  person  (including  any
proposed  nominee)  (1)  any  person  directly  or  indirectly  controlling,  controlled  by  or  under  common  control  with  such
stockholder or other person, (2) any beneficial owner of shares of stock of the Corporation owned of record or beneficially by
such stockholder or other person, (3) any associate (as defined in Rule 405 under the Securities Act of 1933, as amended), of
such stockholder or other person, and (4) any person directly or indirectly controlling, controlled by or under common control
or Acting in Concert with any such Associated Person;

(C)    “ Proposing
Person
” shall mean (1) the stockholder providing the notice of business proposed to be brought
before  an  annual  meeting  or  nomination  of  persons  for  election  to  the  Board  at  a  stockholder  meeting,  (2)  the  beneficial
owner  or  beneficial  owners,  if  different,  on  whose  behalf  the  notice  of  business  proposed to  be  brought  before  the  annual
meeting or nomination of persons for election to the Board at a stockholder meeting is made, and (3) any Associated Person
on  whose  behalf  the  notice  of  business  proposed  to  be  brought  before  the  annual  meeting  or  nomination  of  persons  for
election to the Board at a stockholder meeting is made;

(D)    “ Public
Announcement
” shall mean disclosure in a press release reported by a national news service or in a
document publicly filed by the Corporation with the Securities and Exchange Commission pursuant to Section 13, 14 or 15(d)
of the Exchange Act; and

(E)    to be considered a “ Qualified
Representative
” of a stockholder, a person must be a duly authorized officer,
manager  or  partner  of  such  stockholder  or  must  be  authorized  by  a  writing  executed  by  such  stockholder  or  an  electronic
transmission delivered by such stockholder  to act  for  such stockholder  as  a  proxy at  the meeting of  stockholders  and such
person  must  produce  such  writing  or  electronic  transmission,  or  a  reliable  reproduction  thereof,  at  the  annual  meeting;
provided
 , however
 ,  that  if  the  stockholder  is  (1)  a  general  or  limited  partnership,  any  general  partner  or  person  who
functions as a general partner of the general or limited partnership or who controls the general or limited partnership shall be
deemed a Qualified Representative, (2) a corporation or a limited liability company, any officer or person who functions as
the substantial equivalent of an officer of the corporation or limited liability company or any officer, director, general partner
or  person  who  functions  as  an  officer,  director  or  general  partner  of  any  entity  ultimately  in  control  of  the  corporation  or
limited liability company shall be deemed a Qualified Representative or (z) a trust, any trustee of such trust shall be deemed a
Qualified Representative. The Secretary of the Corporation, or any other person who shall be appointed to serve as secretary
of the meeting, may require, on behalf of the Corporation, reasonable and appropriate documentation to verify the status of a
person purporting to be a “Qualified Representative” for purposes hereof.

ARTICLE II:      BOARD OF DIRECTORS

Section 2.1:      Number; Qualifications . THE TOTAL NUMBER OF DIRECTORS CONSTITUTING THE BOARD (THE “
WHOLE
BOARD
”)  SHALL BE FIXED FROM TIME TO TIME IN THE MANNER SET FORTH IN THE CERTIFICATE OF
INCORPORATION.  NO  DECREASE  IN  THE  AUTHORIZED  NUMBER  OF  DIRECTORS  CONSTITUTING  THE  WHOLE
BOARD SHALL SHORTEN THE TERM OF ANY INCUMBENT DIRECTOR. DIRECTORS NEED NOT BE STOCKHOLDERS
OF THE CORPORATION.

Section 2.2:          Election; Resignation; Removal; Vacancies . ELECTION OF DIRECTORS NEED NOT BE BY WRITTEN
BALLOT.  UNLESS  OTHERWISE  PROVIDED  BY  THE  CERTIFICATE  OF  INCORPORATION  AND  SUBJECT  TO  THE
SPECIAL RIGHTS OF HOLDERS OF ANY SERIES OF PREFERRED STOCK TO ELECT DIRECTORS, THE BOARD SHALL
BE  DIVIDED  INTO  THREE  CLASSES,  DESIGNATED  AS  CLASS  I,  CLASS  II  AND  CLASS  III.  EACH  CLASS  SHALL
CONSIST,  AS  NEARLY  AS  MAY  BE  POSSIBLE,  OF  ONE-THIRD  OF  THE  WHOLE  BOARD.  EACH  DIRECTOR  SHALL
HOLD  OFFICE  UNTIL  THE  ANNUAL  MEETING  AT  WHICH  SUCH  DIRECTOR’S  TERM  EXPIRES  AND  UNTIL  SUCH
DIRECTOR’S  SUCCESSOR  IS  ELECTED  AND  QUALIFIED  OR  UNTIL  SUCH  DIRECTOR’S  EARLIER  DEATH,
RESIGNATION, DISQUALIFICATION OR REMOVAL. ANY DIRECTOR MAY RESIGN BY DELIVERING A RESIGNATION
IN WRITING OR BY ELECTRONIC TRANSMISSION TO THE CORPORATION AT ITS PRINCIPAL OFFICE OR TO THE
CHAIRPERSON  OF  THE  BOARD,  THE  CHIEF  EXECUTIVE  OFFICER,  OR  THE  SECRETARY.  SUCH  RESIGNATION
SHALL BE EFFECTIVE UPON DELIVERY UNLESS IT IS SPECIFIED TO BE EFFECTIVE AT A LATER TIME OR UPON
THE HAPPENING OF AN EVENT. SUBJECT TO THE SPECIAL RIGHTS OF HOLDERS OF ANY SERIES OF PREFERRED
STOCK  TO  ELECT  DIRECTORS,  DIRECTORS  MAY  BE  REMOVED  ONLY  AS  PROVIDED  BY  THE  CERTIFICATE  OF
INCORPORATION  AND  APPLICABLE  LAW.  ALL  VACANCIES  OCCURRING  IN  THE  BOARD  AND  ANY  NEWLY
CREATED  DIRECTORSHIPS  RESULTING  FROM  ANY  INCREASE  IN  THE  AUTHORIZED  NUMBER  OF  DIRECTORS
SHALL BE FILLED IN THE MANNER SET FORTH IN THE CERTIFICATE OF INCORPORATION.

Section  2.3:           Regular  Meetings .  REGULAR  MEETINGS  OF  THE  BOARD  MAY  BE  HELD  AT  SUCH  PLACES,
WITHIN OR WITHOUT THE STATE OF DELAWARE, AND AT SUCH TIMES AS THE BOARD MAY FROM TIME TO TIME
DETERMINE. NOTICE OF REGULAR MEETINGS NEED NOT BE GIVEN IF THE DATE, TIMES AND PLACES THEREOF
ARE FIXED BY RESOLUTION OF THE BOARD.

Section 2.4:      Special Meetings . SPECIAL MEETINGS OF THE BOARD MAY BE CALLED BY THE CHAIRPERSON



OF THE BOARD,  THE CHIEF EXECUTIVE OFFICER  OR A MAJORITY OF  THE MEMBERS OF THE  BOARD THEN IN
OFFICE AND MAY BE HELD AT ANY TIME, DATE OR PLACE, WITHIN OR WITHOUT THE STATE OF DELAWARE, AS
THE PERSON OR PERSONS CALLING THE MEETING SHALL FIX. NOTICE OF THE TIME, DATE AND PLACE OF SUCH
MEETING SHALL BE GIVEN, ORALLY, IN WRITING OR BY ELECTRONIC TRANSMISSION (INCLUDING ELECTRONIC
MAIL),  BY  THE  PERSON  OR  PERSONS  CALLING  THE  MEETING  TO  ALL  DIRECTORS  AT  LEAST  FOUR  (4)  DAYS
BEFORE  THE  MEETING  IF  THE  NOTICE  IS  MAILED,  OR  AT  LEAST  TWENTY-FOUR  (24)  HOURS  BEFORE  THE
MEETING  IF  SUCH  NOTICE  IS  GIVEN  BY  TELEPHONE,  HAND  DELIVERY,  TELEGRAM,  TELEX,  MAILGRAM,
FACSIMILE,  ELECTRONIC  MAIL  OR  OTHER  MEANS  OF  ELECTRONIC  TRANSMISSION.  UNLESS  OTHERWISE
INDICATED IN THE NOTICE, ANY AND ALL BUSINESS MAY BE TRANSACTED AT A SPECIAL MEETING.

Section 2.5:          Remote  Meetings  Permitted .  MEMBERS OF THE BOARD,  OR ANY COMMITTEE OF THE BOARD,
MAY  PARTICIPATE  IN  A  MEETING  OF  THE  BOARD  OR  SUCH  COMMITTEE  BY  MEANS  OF  CONFERENCE
TELEPHONE OR OTHER COMMUNICATIONS EQUIPMENT BY MEANS OF WHICH ALL PERSONS PARTICIPATING IN
THE  MEETING  CAN  HEAR  EACH  OTHER,  AND  PARTICIPATION  IN  A  MEETING  PURSUANT  TO  CONFERENCE
TELEPHONE  OR  OTHER  COMMUNICATIONS  EQUIPMENT  SHALL  CONSTITUTE  PRESENCE  IN  PERSON  AT  SUCH
MEETING.

Section  2.6:          Quorum;  Vote  Required  for  Action .  AT  ALL  MEETINGS  OF  THE  BOARD,  A  MAJORITY  OF  THE
WHOLE BOARD SHALL CONSTITUTE A QUORUM FOR THE TRANSACTION OF BUSINESS. IF A QUORUM SHALL FAIL
TO ATTEND ANY MEETING, A MAJORITY OF THOSE PRESENT MAY ADJOURN THE MEETING TO ANOTHER PLACE,
DATE  OR  TIME  WITHOUT  FURTHER  NOTICE  THEREOF.  EXCEPT  AS  OTHERWISE  PROVIDED  HEREIN  OR  IN  THE
CERTIFICATE  OF  INCORPORATION,  OR  REQUIRED  BY  LAW,  THE  VOTE  OF  A  MAJORITY  OF  THE  DIRECTORS
PRESENT AT A MEETING AT WHICH A QUORUM IS PRESENT SHALL BE THE ACT OF THE BOARD.

Section 2.7:      Organization . MEETINGS OF THE BOARD SHALL BE PRESIDED OVER BY (A) THE CHAIRPERSON
OF THE BOARD, OR (B) IN SUCH PERSON’S ABSENCE, THE CHIEF EXECUTIVE OFFICER, OR (C) IN SUCH PERSON’S
ABSENCE,  BY  A  CHAIRPERSON  CHOSEN  BY  THE  BOARD  AT  THE  MEETING.  THE  SECRETARY  SHALL  ACT  AS
SECRETARY  OF  THE  MEETING,  BUT  IN  SUCH  PERSON’S  ABSENCE  THE  CHAIRPERSON  OF  THE  MEETING  MAY
APPOINT ANY PERSON TO ACT AS SECRETARY OF THE MEETING.

Section 2.8:      Unanimous Action by Directors in Lieu of a Meeting . ANY ACTION REQUIRED OR PERMITTED TO BE
TAKEN  AT  ANY  MEETING  OF  THE  BOARD,  OR  OF  ANY  COMMITTEE  THEREOF,  MAY  BE  TAKEN  WITHOUT  A
MEETING IF ALL MEMBERS OF THE BOARD OR SUCH COMMITTEE, AS THE CASE MAY BE, CONSENT THERETO IN
WRITING  OR  BY  ELECTRONIC  TRANSMISSION,  AND  THE  WRITING  OR  WRITINGS  OR  ELECTRONIC
TRANSMISSION  OR  TRANSMISSIONS  ARE  FILED  WITH  THE  MINUTES  OF  PROCEEDINGS  OF  THE  BOARD  OR
COMMITTEE,  AS  APPLICABLE.  SUCH  FILING  SHALL  BE  IN  PAPER  FORM  IF  THE  MINUTES  ARE  MAINTAINED  IN
PAPER FORM AND SHALL BE IN ELECTRONIC FORM IF THE MINUTES ARE MAINTAINED IN ELECTRONIC FORM.

Section 2.9:          Powers .  EXCEPT  AS  OTHERWISE  PROVIDED  BY  THE  CERTIFICATE OF  INCORPORATION  OR
THE  DGCL,  THE  BUSINESS  AND  AFFAIRS  OF  THE  CORPORATION  SHALL  BE  MANAGED  BY  OR  UNDER  THE
DIRECTION OF THE BOARD.

Section 2.10:      Compensation of Directors . MEMBERS OF THE BOARD, AS SUCH, MAY RECEIVE, PURSUANT TO A
RESOLUTION  OF  THE  BOARD,  FEES  AND  OTHER  COMPENSATION  FOR  THEIR  SERVICES  AS  DIRECTORS,
INCLUDING WITHOUT LIMITATION THEIR SERVICES AS MEMBERS OF COMMITTEES OF THE BOARD.

Section 2.11:          Confidentiality. EACH DIRECTOR SHALL MAINTAIN THE CONFIDENTIALITY OF,  AND SHALL
NOT  SHARE  WITH  ANY  THIRD  PARTY  PERSON  OR  ENTITY  (INCLUDING  THIRD  PARTIES  THAT  ORIGINALLY
SPONSORED,  NOMINATED  OR  DESIGNATED  SUCH  DIRECTOR  (THE  “SPONSORING  PARTY”)),  ANY  NON-PUBLIC
INFORMATION LEARNED IN THEIR CAPACITIES AS DIRECTORS, INCLUDING COMMUNICATIONS AMONG BOARD
MEMBERS IN THEIR CAPACITIES AS DIRECTORS. THE BOARD MAY ADOPT A BOARD CONFIDENTIALITY POLICY
FURTHER  IMPLEMENTING  AND  INTERPRETING  THIS  BYLAW  (A  “BOARD  CONFIDENTIALITY  POLICY”).  ALL
DIRECTORS ARE REQUIRED TO COMPLY WITH THIS BYLAW AND ANY SUCH BOARD CONFIDENTIALITY POLICY
UNLESS  SUCH  DIRECTOR  OR  SPONSORING  PARTY  FOR  SUCH  DIRECTOR  HAS  ENTERED  INTO  A  SPECIFIC
WRITTEN  AGREEMENT  WITH  THE  CORPORATION,  IN  EITHER  CASE  AS  APPROVED  BY  THE  BOARD,  PROVIDING
OTHERWISE WITH RESPECT TO SUCH CONFIDENTIAL INFORMATION.

ARTICLE III:      COMMITTEES

Section 3.1:      Committees . THE BOARD MAY DESIGNATE ONE OR MORE COMMITTEES, EACH COMMITTEE TO
CONSIST OF ONE OR MORE OF THE DIRECTORS OF THE CORPORATION.  THE BOARD MAY DESIGNATE ONE OR
MORE  DIRECTORS  AS  ALTERNATE  MEMBERS  OF  ANY  COMMITTEE,  WHO  MAY  REPLACE  ANY  ABSENT  OR



DISQUALIFIED MEMBER AT ANY MEETING OF THE COMMITTEE. IN THE ABSENCE OR DISQUALIFICATION OF A
MEMBER  OF  THE  COMMITTEE,  THE  MEMBER  OR  MEMBERS  THEREOF  PRESENT  AT  ANY  MEETING  OF  SUCH
COMMITTEE  WHO  ARE  NOT  DISQUALIFIED  FROM  VOTING,  WHETHER  OR  NOT  SUCH  MEMBER  OR  MEMBERS
CONSTITUTE  A  QUORUM,  MAY  UNANIMOUSLY  APPOINT  ANOTHER  MEMBER  OF  THE  BOARD  TO  ACT  AT  THE
MEETING IN PLACE OF ANY SUCH ABSENT OR DISQUALIFIED MEMBER. ANY SUCH COMMITTEE, TO THE EXTENT
PROVIDED  IN  A  RESOLUTION  OF  THE  BOARD,  SHALL  HAVE  AND  MAY  EXERCISE  ALL  THE  POWERS  AND
AUTHORITY OF THE BOARD IN THE MANAGEMENT OF THE BUSINESS AND AFFAIRS OF THE CORPORATION AND
MAY AUTHORIZE THE SEAL OF THE CORPORATION TO BE AFFIXED TO ALL PAPERS THAT MAY REQUIRE IT.; BUT
NO SUCH COMMITTEE SHALL HAVE THE POWER OR AUTHORITY IN REFERENCE TO THE FOLLOWING MATTERS:
(A)  APPROVING,  ADOPTING  OR  RECOMMENDING  TO  THE  STOCKHOLDERS  ANY  ACTION  OR  MATTER  (OTHER
THAN THE ELECTION OR REMOVAL OF MEMBERS OF THE BOARD) EXPRESSLY REQUIRED BY THE DGCL TO BE
SUBMITTED TO STOCKHOLDERS FOR APPROVAL OR (B) ADOPTING, AMENDING OR REPEALING ANY BYLAW OF
THE CORPORATION.

Section 3.2:      Committee Rules . EACH COMMITTEE SHALL KEEP RECORDS OF ITS PROCEEDINGS AND MAKE
SUCH REPORTS AS THE BOARD MAY FROM TIME TO TIME REQUEST. UNLESS THE BOARD OTHERWISE PROVIDES,
EACH COMMITTEE DESIGNATED BY THE BOARD MAY MAKE, ALTER AND REPEAL RULES FOR THE CONDUCT OF
ITS BUSINESS. IN THE ABSENCE OF SUCH RULES EACH COMMITTEE SHALL CONDUCT ITS BUSINESS IN THE SAME
MANNER  AS  THE  BOARD  CONDUCTS  ITS  BUSINESS  PURSUANT  TO  ARTICLE  II  OF  THESE  BYLAWS.  EXCEPT  AS
OTHERWISE PROVIDED IN THE CERTIFICATE OF INCORPORATION, THESE BYLAWS OR THE RESOLUTION OF THE
BOARD DESIGNATING THE COMMITTEE, ANY COMMITTEE MAY CREATE ONE OR MORE SUBCOMMITTEES, EACH
SUBCOMMITTEE TO CONSIST OF ONE OR MORE MEMBERS OF THE COMMITTEE, AND MAY DELEGATE TO ANY
SUCH SUBCOMMITTEE ANY OR ALL OF THE POWERS AND AUTHORITY OF THE COMMITTEE.

ARTICLE IV:      OFFICERS; CHAIRPERSON

Section  4.1:          Generally .  THE  OFFICERS  OF  THE  CORPORATION  SHALL  CONSIST  OF  A  CHIEF  EXECUTIVE
OFFICER (WHO MAY BE THE CHAIRPERSON OF THE BOARD OR THE PRESIDENT),  A  PRESIDENT,  A  SECRETARY
AND A TREASURER AND MAY CONSIST OF SUCH OTHER OFFICERS, INCLUDING, WITHOUT LIMITATION, A CHIEF
FINANCIAL OFFICER AND ONE OR MORE VICE PRESIDENTS, AS MAY FROM TIME TO TIME BE APPOINTED BY THE
BOARD.  ALL  OFFICERS  SHALL  BE  ELECTED  BY  THE  BOARD; PROVIDED
 , HOWEVER
 ,  THAT  THE  BOARD  MAY
EMPOWER  THE  CHIEF  EXECUTIVE  OFFICER  OF  THE  CORPORATION  TO  APPOINT  ANY  OFFICER  OTHER  THAN
THE CHIEF EXECUTIVE OFFICER, THE PRESIDENT, THE CHIEF FINANCIAL OFFICER OR THE TREASURER. EXCEPT
AS  OTHERWISE  PROVIDED  BY  LAW,  BY  THE  CERTIFICATE  OF  INCORPORATION  OR  THESE  BYLAWS,  EACH
OFFICER SHALL HOLD OFFICE UNTIL SUCH OFFICER’S SUCCESSOR IS DULY ELECTED AND QUALIFIED OR UNTIL
SUCH OFFICER’S EARLIER RESIGNATION, DEATH, DISQUALIFICATION OR REMOVAL. ANY NUMBER OF OFFICES
MAY BE HELD BY THE SAME PERSON. ANY OFFICER MAY RESIGN BY DELIVERING A RESIGNATION IN WRITING
OR BY ELECTRONIC TRANSMISSION TO THE CORPORATION AT ITS PRINCIPAL OFFICE OR TO THE CHAIRPERSON
OF  THE  BOARD,  THE  CHIEF  EXECUTIVE  OFFICER  OR  THE  SECRETARY.  SUCH  RESIGNATION  SHALL  BE
EFFECTIVE  UPON  DELIVERY  UNLESS  IT  IS  SPECIFIED  TO  BE  EFFECTIVE  AT  SOME  LATER  TIME  OR  UPON  THE
HAPPENING  OF  SOME  LATER  EVENT.  ANY  VACANCY  OCCURRING  IN  ANY  OFFICE  OF  THE  CORPORATION  BY
DEATH, RESIGNATION, REMOVAL OR OTHERWISE MAY BE FILLED BY THE BOARD AND THE BOARD MAY, IN ITS
DISCRETION,  LEAVE  UNFILLED,  FOR  SUCH  PERIOD  AS  IT  MAY  DETERMINE,  ANY  OFFICES.  EACH  SUCH
SUCCESSOR SHALL HOLD OFFICE FOR THE UNEXPIRED TERM OF SUCH OFFICER’S PREDECESSOR AND UNTIL A
SUCCESSOR  IS  DULY  ELECTED  AND  QUALIFIED  OR  UNTIL  SUCH  OFFICER’S  EARLIER  RESIGNATION,  DEATH,
DISQUALIFICATION OR REMOVAL.

Section 4.2:          Chief Executive Officer .  SUBJECT TO THE CONTROL OF THE BOARD AND SUCH SUPERVISORY
POWERS,  IF  ANY,  AS  MAY  BE  GIVEN  BY  THE  BOARD,  THE  POWERS  AND  DUTIES  OF  THE  CHIEF  EXECUTIVE
OFFICER OF THE CORPORATION ARE:

(a)      to act as the general manager and, subject to the control of the Board, to have general supervision, direction and control
of the business and affairs of the Corporation;

(b)      subject to Article I, Section 1.6 of these Bylaws, to preside at all meetings of the stockholders;

(c)      subject to Article I, Section 1.2 of these Bylaws, to call special meetings of the stockholders to be held at such times
and, subject to the limitations prescribed by law or by these Bylaws, at such places as the Chief Executive Officer shall deem proper;

(d)      to affix the signature of the Corporation to all deeds, conveyances, mortgages, guarantees, leases, obligations, bonds,
certificates  and  other  papers  and  instruments  in  writing  which  have  been  authorized  by  the  Board  or  which,  in  the  judgment  of  the  Chief
Executive Officer, should be executed on behalf of the Corporation; and



(e)           To sign certificates for shares of stock of the Corporation (if any); and subject to the direction of the Board, to have
general charge of the property of the Corporation and to supervise and control all officers, agents and employees of the Corporation.

The person holding the office of President shall be the Chief Executive Officer of the Corporation unless the Board shall designate
another officer to be the Chief Executive Officer.

Section 4.3:      Chairperson of the Board . SUBJECT TO THE PROVISIONS OF SECTION 2.7 OF THESE BYLAWS, THE
CHAIRPERSON  OF  THE  BOARD  SHALL  HAVE  THE  POWER  TO  PRESIDE  AT  ALL  MEETINGS  OF  THE  BOARD  AND
SHALL  HAVE  SUCH  OTHER  POWERS  AND  DUTIES  AS  PROVIDED  IN  THESE  BYLAWS  AND  AS  THE  BOARD  MAY
FROM TIME TO TIME PRESCRIBE.

Section 4.4:      President . THE PERSON HOLDING THE OFFICE OF CHIEF EXECUTIVE OFFICER SHALL BE THE
PRESIDENT  OF  THE  CORPORATION  UNLESS  THE  BOARD  SHALL  HAVE  DESIGNATED  ONE  INDIVIDUAL  AS  THE
PRESIDENT AND A DIFFERENT INDIVIDUAL AS THE CHIEF EXECUTIVE OFFICER OF THE CORPORATION. SUBJECT
TO  THE  PROVISIONS  OF  THESE  BYLAWS  AND  TO  THE  DIRECTION  OF  THE  BOARD,  AND  SUBJECT  TO  THE
SUPERVISORY POWERS OF THE CHIEF EXECUTIVE OFFICER (IF THE CHIEF EXECUTIVE OFFICER IS AN OFFICER
OTHER  THAN  THE  PRESIDENT),  AND  SUBJECT  TO  SUCH  SUPERVISORY  POWERS  AND  AUTHORITY  AS  MAY  BE
GIVEN BY THE BOARD TO THE CHAIRPERSON OF THE BOARD, AND/OR TO ANY OTHER OFFICER, THE PRESIDENT
SHALL  HAVE  THE  RESPONSIBILITY  FOR  THE  GENERAL  MANAGEMENT  AND  CONTROL  OF  THE  BUSINESS  AND
AFFAIRS OF THE CORPORATION AND THE GENERAL SUPERVISION AND DIRECTION OF ALL OF THE OFFICERS,
EMPLOYEES AND AGENTS OF THE CORPORATION (OTHER THAN THE CHIEF EXECUTIVE OFFICER, IF THE CHIEF
EXECUTIVE  OFFICER  IS  AN  OFFICER  OTHER  THAN  THE  PRESIDENT)  AND  SHALL  PERFORM  ALL  DUTIES  AND
HAVE ALL POWERS THAT ARE COMMONLY INCIDENT TO THE OFFICE OF PRESIDENT OR THAT ARE DELEGATED
TO THE PRESIDENT BY THE BOARD.

Section  4.5:          Chief  Financial  Officer .  THE  PERSON  HOLDING  THE  OFFICE  OF  CHIEF  FINANCIAL  OFFICER
SHALL  BE  THE  TREASURER  OF  THE  CORPORATION  UNLESS  THE  BOARD  SHALL  HAVE  DESIGNATED  ANOTHER
OFFICER  AS  THE  TREASURER  OF  THE  CORPORATION.  SUBJECT  TO  THE  DIRECTION  OF  THE  BOARD  AND  THE
CHIEF  EXECUTIVE  OFFICER,  THE  CHIEF  FINANCIAL  OFFICER  SHALL  PERFORM  ALL  DUTIES  AND  HAVE  ALL
POWERS THAT ARE COMMONLY INCIDENT TO THE OFFICE OF CHIEF FINANCIAL OFFICER,  OR AS THE BOARD
MAY FROM TIME TO TIME PRESCRIBE.

Section 4.6:      Treasurer . THE PERSON HOLDING THE OFFICE OF TREASURER SHALL HAVE CUSTODY OF ALL
MONIES AND SECURITIES OF THE CORPORATION. THE TREASURER SHALL MAKE SUCH DISBURSEMENTS OF THE
FUNDS OF THE CORPORATION AS ARE AUTHORIZED AND SHALL RENDER FROM TIME TO TIME AN ACCOUNT OF
ALL  SUCH  TRANSACTIONS.  THE  TREASURER  SHALL  ALSO  PERFORM  SUCH  OTHER  DUTIES  AND  HAVE  SUCH
OTHER  POWERS  AS  ARE  COMMONLY  INCIDENT  TO  THE  OFFICE  OF  TREASURER,  OR  AS  THE  BOARD  OR  THE
CHIEF EXECUTIVE OFFICER MAY FROM TIME TO TIME PRESCRIBE.

Section 4.7:          Vice President .  EACH VICE PRESIDENT SHALL HAVE ALL SUCH POWERS AND DUTIES AS ARE
COMMONLY  INCIDENT  TO  THE  OFFICE  OF  VICE  PRESIDENT  OR  THAT  ARE  DELEGATED  TO  SUCH  VICE
PRESIDENT  BY  THE  BOARD  OR  THE  CHIEF  EXECUTIVE  OFFICER.  A  VICE  PRESIDENT  MAY  BE  DESIGNATED  BY
THE  BOARD  TO  PERFORM  THE  DUTIES  AND  EXERCISE  THE  POWERS  OF  THE  CHIEF  EXECUTIVE  OFFICER  OR
PRESIDENT IN THE EVENT OF THE CHIEF EXECUTIVE OFFICER’S OR PRESIDENT’S ABSENCE OR DISABILITY.

Section 4.8:      Secretary . THE SECRETARY SHALL ISSUE OR CAUSE TO BE ISSUED ALL AUTHORIZED NOTICES
FOR, AND SHALL KEEP, OR CAUSE TO BE KEPT, MINUTES OF ALL MEETINGS OF THE STOCKHOLDERS AND THE
BOARD.  THE  SECRETARY  SHALL  HAVE  CHARGE  OF  THE  CORPORATE  MINUTE  BOOKS  AND  SIMILAR  RECORDS
AND SHALL PERFORM SUCH OTHER DUTIES AND HAVE SUCH OTHER POWERS AS ARE COMMONLY INCIDENT TO
THE OFFICE OF SECRETARY, OR AS THE BOARD OR THE CHIEF EXECUTIVE OFFICER MAY FROM TIME TO TIME
PRESCRIBE.

Section 4.9:          Delegation of  Authority .  THE BOARD MAY FROM TIME TO TIME DELEGATE THE POWERS OR
DUTIES OF ANY OFFICER OF THE CORPORATION TO ANY OTHER OFFICERS OR AGENTS OF THE CORPORATION,
NOTWITHSTANDING ANY PROVISION HEREOF.

Section  4.10:          Removal .  ANY  OFFICER  OF  THE  CORPORATION  SHALL  SERVE  AT  THE  PLEASURE  OF  THE
BOARD AND MAY BE REMOVED AT ANY TIME, WITH OR WITHOUT CAUSE, BY THE BOARD; PROVIDED
, THAT IF
THE  BOARD  HAS  EMPOWERED  THE  CHIEF  EXECUTIVE  OFFICER  TO  APPOINT  ANY  OFFICER  OF  THE
CORPORATION,  THEN  SUCH  OFFICER  MAY  ALSO  BE  REMOVED  BY  THE  CHIEF  EXECUTIVE  OFFICER.  SUCH
REMOVAL  SHALL  BE  WITHOUT  PREJUDICE  TO  THE  CONTRACTUAL  RIGHTS  OF  SUCH  OFFICER,  IF  ANY,  WITH
THE CORPORATION.



ARTICLE V:      STOCK

Section  5.1:           Certificates;  Uncertificated  Shares .  THE  SHARES  OF  CAPITAL  STOCK  OF  THE  CORPORATION
SHALL BE UNCERTIFICATED SHARES; PROVIDED
, HOWEVER
, THAT THE RESOLUTION OF THE BOARD THAT THE
SHARES OF CAPITAL STOCK OF THE CORPORATION SHALL BE UNCERTIFICATED SHARES SHALL NOT APPLY TO
SHARES REPRESENTED BY A CERTIFICATE UNTIL SUCH CERTIFICATE IS SURRENDERED TO THE CORPORATION
(OR THE TRANSFER AGENT OR REGISTRAR, AS THE CASE MAY BE).  NOTWITHSTANDING THE FOREGOING, THE
BOARD  MAY  PROVIDE  BY  RESOLUTION  OR  RESOLUTIONS  THAT  SOME  OR  ALL  OF  ANY  OR  ALL  CLASSES  OR
SERIES  OF  ITS  STOCK  SHALL  BE  CERTIFICATED  SHARES.  EVERY  HOLDER  OF  STOCK  REPRESENTED  BY
CERTIFICATES  SHALL  BE  ENTITLED  TO  HAVE  A  CERTIFICATE  SIGNED  BY,  OR  IN  THE  NAME  OF  THE
CORPORATION, BY THE CHAIRPERSON OR VICE-CHAIRPERSON OF THE BOARD, THE CHIEF EXECUTIVE OFFICER
OR  THE  PRESIDENT  OR  A  VICE  PRESIDENT,  AND  BY  THE  TREASURER  OR  AN  ASSISTANT  TREASURER,  OR  THE
SECRETARY  OR  AN  ASSISTANT  SECRETARY,  OF  THE  CORPORATION,  REPRESENTING  THE  NUMBER  OF  SHARES
REGISTERED  IN  CERTIFICATE  FORM.  ANY  OR  ALL  OF  THE  SIGNATURES  ON  THE  CERTIFICATE  MAY  BE  A
FACSIMILE. IN CASE ANY OFFICER, TRANSFER AGENT OR REGISTRAR WHO HAS SIGNED OR WHOSE FACSIMILE
SIGNATURE  HAS  BEEN  PLACED  UPON  A  CERTIFICATE  SHALL  HAVE  CEASED  TO  BE  SUCH  OFFICER,  TRANSFER
AGENT OR REGISTRAR BEFORE SUCH CERTIFICATE IS ISSUED, IT MAY BE ISSUED BY THE CORPORATION WITH
THE SAME EFFECT AS IF SUCH PERSON WERE AN OFFICER, TRANSFER AGENT OR REGISTRAR AT THE DATE OF
ISSUE.

Section 5.2:          Lost,  Stolen  or  Destroyed  Stock  Certificates;  Issuance  of  New Certificates  or  Uncertificated  Shares . THE
CORPORATION MAY ISSUE A NEW CERTIFICATE OF STOCK OR UNCERTIFICATED SHARES IN THE PLACE OF ANY
CERTIFICATE PREVIOUSLY ISSUED BY IT,  ALLEGED TO HAVE BEEN LOST,  STOLEN OR DESTROYED,  UPON THE
MAKING OF AN AFFIDAVIT OF THAT FACT BY THE PERSON CLAIMING THE CERTIFICATE OF STOCK TO BE LOST,
STOLEN  OR  DESTROYED,  AND  THE  CORPORATION  MAY  REQUIRE  THE  OWNER  OF  THE  LOST,  STOLEN  OR
DESTROYED  CERTIFICATE,  OR  SUCH  OWNER’S  LEGAL  REPRESENTATIVE,  TO  AGREE  TO  INDEMNIFY  THE
CORPORATION  AND/OR  TO  GIVE  THE  CORPORATION  A  BOND  SUFFICIENT  TO  INDEMNIFY  IT,  AGAINST  ANY
CLAIM THAT MAY BE MADE AGAINST IT ON ACCOUNT OF THE ALLEGED LOSS, THEFT OR DESTRUCTION OF ANY
SUCH CERTIFICATE OR THE ISSUANCE OF SUCH NEW CERTIFICATE OR UNCERTIFICATED SHARES.

Section 5.3:      Other Regulations . SUBJECT TO APPLICABLE LAW, THE CERTIFICATE OF INCORPORATION AND
THESE  BYLAWS,  THE  ISSUE,  TRANSFER,  CONVERSION  AND  REGISTRATION  OF  SHARES  REPRESENTED  BY
CERTIFICATES AND OF UNCERTIFICATED SHARES SHALL BE GOVERNED BY SUCH OTHER REGULATIONS AS THE
BOARD MAY ESTABLISH.

ARTICLE VI:      INDEMNIFICATION

Section 6.1:      Indemnification of Officers and Directors . EACH PERSON WHO WAS OR IS MADE A PARTY TO, OR IS
THREATENED  TO  BE  MADE  A  PARTY  TO,  OR  IS  INVOLVED  IN  ANY  THREATENED,  PENDING  OR  COMPLETED
ACTION,  SUIT  OR  PROCEEDING,  WHETHER  CIVIL,  CRIMINAL,  ADMINISTRATIVE,  LEGISLATIVE  OR  ANY  OTHER
TYPE WHATSOEVER (A “ PROCEEDING
”), BY REASON OF THE FACT THAT SUCH PERSON (OR A PERSON OF WHOM
SUCH PERSON IS THE LEGAL REPRESENTATIVE), IS OR WAS A DIRECTOR OR OFFICER OF THE CORPORATION OR,
WHILE SERVING AS A DIRECTOR OR OFFICER OF THE CORPORATION, IS OR WAS SERVING AT THE REQUEST OF
THE  CORPORATION  AS  A  DIRECTOR,  OFFICER,  EMPLOYEE,  AGENT  OR  TRUSTEE  OF  ANOTHER  CORPORATION,
OR OF A PARTNERSHIP,  JOINT VENTURE,  TRUST OR OTHER ENTERPRISE,  INCLUDING SERVICE WITH RESPECT
TO  EMPLOYEE  BENEFIT  PLANS  (FOR  PURPOSES  OF  THIS  ARTICLE  VI,  AN  “ INDEMNITEE
 ”),  SHALL  BE
INDEMNIFIED AND HELD HARMLESS BY THE CORPORATION TO THE FULLEST EXTENT PERMITTED BY THE DGCL
AS THE SAME EXISTS OR MAY HEREAFTER BE AMENDED (BUT, IN THE CASE OF ANY SUCH AMENDMENT, ONLY
TO  THE  EXTENT  THAT  SUCH  AMENDMENT  PERMITS  THE  CORPORATION  TO  PROVIDE  BROADER
INDEMNIFICATION  RIGHTS  THAN  SUCH  LAW  PERMITTED  THE  CORPORATION  TO  PROVIDE  PRIOR  TO  SUCH
AMENDMENT),  AGAINST  ALL  EXPENSES,  LIABILITY  AND  LOSS  (INCLUDING  ATTORNEYS’  FEES,  JUDGMENTS,
FINES, ERISA EXCISE TAXES AND PENALTIES AND AMOUNTS PAID OR TO BE PAID IN SETTLEMENT) REASONABLY
INCURRED  OR  SUFFERED  BY  SUCH  INDEMNITEE  IN  CONNECTION  THEREWITH,  PROVIDED  SUCH  INDEMNITEE
ACTED IN GOOD FAITH AND IN A MANNER THAT THE INDEMNITEE REASONABLY BELIEVED TO BE IN OR NOT
OPPOSED TO THE BEST INTERESTS OF THE CORPORATION, AND, WITH RESPECT TO ANY CRIMINAL ACTION OR
PROCEEDING, HAD NO REASONABLE CAUSE TO BELIEVE THE INDEMNITEE’S CONDUCT WAS UNLAWFUL. SUCH
INDEMNIFICATION SHALL CONTINUE AS TO AN INDEMNITEE WHO HAS CEASED TO BE A DIRECTOR OR OFFICER
OF  THE  CORPORATION  AND  SHALL  INURE  TO  THE  BENEFIT  OF  SUCH  INDEMNITEES’  HEIRS,  EXECUTORS  AND
ADMINISTRATORS.  NOTWITHSTANDING  THE  FOREGOING,  SUBJECT  TO  SECTION  6.5  OF  THESE  BYLAWS,  THE
CORPORATION  SHALL  INDEMNIFY  ANY  SUCH  INDEMNITEE  SEEKING  INDEMNITY  IN  CONNECTION  WITH  A
PROCEEDING  (OR  PART  THEREOF)  INITIATED  BY  SUCH  INDEMNITEE  ONLY  IF  SUCH  PROCEEDING  (OR  PART



THEREOF) WAS AUTHORIZED BY THE BOARD OR SUCH INDEMNIFICATION IS AUTHORIZED BY AN AGREEMENT
APPROVED BY THE BOARD.

Section  6.2:          Advance  of  Expenses .  EXCEPT  AS  OTHERWISE  PROVIDED  IN  A  WRITTEN  INDEMNIFICATION
CONTRACT BETWEEN THE CORPORATION AND AN INDEMNITEE, THE CORPORATION SHALL PAY ALL EXPENSES
(INCLUDING ATTORNEYS’  FEES)  INCURRED BY AN INDEMNITEE IN DEFENDING ANY PROCEEDING IN ADVANCE
OF ITS FINAL DISPOSITION; PROVIDED
, HOWEVER
, THAT IF THE DGCL THEN SO REQUIRES, THE ADVANCEMENT
OF SUCH EXPENSES SHALL BE MADE ONLY UPON DELIVERY TO THE CORPORATION OF AN UNDERTAKING,  BY
OR ON BEHALF OF SUCH INDEMNITEE,  TO REPAY SUCH AMOUNTS IF IT SHALL ULTIMATELY BE DETERMINED
THAT SUCH INDEMNITEE IS NOT ENTITLED TO BE INDEMNIFIED UNDER THIS ARTICLE VI OR OTHERWISE.

Section 6.3:      Non-Exclusivity of Rights . THE RIGHTS CONFERRED ON ANY PERSON IN THIS ARTICLE VI SHALL
NOT  BE  EXCLUSIVE  OF  ANY  OTHER  RIGHT  THAT  SUCH  PERSON  MAY  HAVE  OR  HEREAFTER  ACQUIRE  UNDER
ANY  STATUTE,  PROVISION  OF  THE  CERTIFICATE  OF  INCORPORATION,  BYLAWS,  AGREEMENT,  VOTE  OR
CONSENT  OF  STOCKHOLDERS  OR  DISINTERESTED  DIRECTORS,  OR  OTHERWISE.  ADDITIONALLY,  NOTHING  IN
THIS  ARTICLE  VI  SHALL  LIMIT  THE  ABILITY  OF  THE  CORPORATION,  IN  ITS  DISCRETION,  TO  INDEMNIFY  OR
ADVANCE EXPENSES TO PERSONS WHOM THE CORPORATION IS NOT OBLIGATED TO INDEMNIFY OR ADVANCE
EXPENSES PURSUANT TO THIS ARTICLE VI.

Section 6.4:      Indemnification Contracts . THE BOARD IS AUTHORIZED TO CAUSE THE CORPORATION TO ENTER
INTO  INDEMNIFICATION  CONTRACTS  WITH  ANY  DIRECTOR,  OFFICER,  EMPLOYEE  OR  AGENT  OF  THE
CORPORATION, OR ANY PERSON SERVING AT THE REQUEST OF THE CORPORATION AS A DIRECTOR, OFFICER,
EMPLOYEE,  AGENT  OR  TRUSTEE  OF  ANOTHER  CORPORATION,  PARTNERSHIP,  JOINT  VENTURE,  TRUST  OR
OTHER  ENTERPRISE,  INCLUDING  EMPLOYEE  BENEFIT  PLANS,  PROVIDING  INDEMNIFICATION  OR
ADVANCEMENT  RIGHTS  TO  SUCH  PERSON.  SUCH  RIGHTS  MAY  BE  GREATER  THAN  THOSE  PROVIDED  IN  THIS
ARTICLE VI.

Section  6.5:           Right  of  Indemnitee  to  Bring  Suit .  THE  FOLLOWING  SHALL  APPLY  TO  THE  EXTENT  NOT  IN
CONFLICT WITH ANY INDEMNIFICATION CONTRACT PROVIDED FOR IN SECTION 6.4 OF THESE BYLAWS.

6.5.1      Right to Bring Suit . If a claim under Section 6.1 or 6.2 of these Bylaws is not paid in full by the Corporation within sixty
(60) days after a written claim has been received by the Corporation, except in the case of a claim for an advancement of expenses, in which
case the applicable period shall be twenty (20) days, the Indemnitee may at any time thereafter bring suit against the Corporation to recover
the  unpaid  amount  of  the  claim.  If  successful  in  whole  or  in  part  in  any  such  suit,  or  in  a  suit  brought  by  the  Corporation  to  recover  an
advancement of expenses pursuant to the terms of an undertaking, the Indemnitee shall be entitled to be paid, to the fullest extent permitted
by  law,  the  expense  of  prosecuting  or  defending  such  suit.  In  any  suit  brought  by  the  Indemnitee  to  enforce  a  right  to  indemnification
hereunder  (but  not  in  a  suit  brought  by  the  Indemnitee  to  enforce  a  right  to  an  advancement  of  expenses)  it  shall  be  a  defense  that  the
Indemnitee  has  not  met  any applicable  standard of  conduct  which makes  it  permissible  under  the  DGCL (or  other  applicable  law)  for  the
Corporation to indemnify the Indemnitee for the amount claimed.

6.5.2      Effect of Determination . Neither the absence of a determination prior to the commencement of such suit that indemnification
of the Indemnitee is proper in the circumstances because the Indemnitee has met the applicable standard of conduct set forth in applicable
law,  nor  an  actual  determination  that  the  Indemnitee  has  not  met  such  applicable  standard  of  conduct,  shall  create  a  presumption  that  the
Indemnitee has not met the applicable standard of conduct or, in the case of such a suit brought by the Indemnitee, be a defense to such suit.

6.5.3           Burden  of  Proof  .  In  any  suit  brought  by  the  Indemnitee  to  enforce  a  right  to  indemnification  or  to  an  advancement  of
expenses  hereunder,  or  brought  by  the  Corporation  to  recover  an  advancement  of  expenses  pursuant  to  the  terms  of  an  undertaking,  the
burden  of  proving  that  the  Indemnitee  is  not  entitled  to  be  indemnified,  or  to  such  advancement  of  expenses,  under  this  Article  VI,  or
otherwise, shall be on the Corporation.

Section 6.6:      Nature of Rights . THE RIGHTS CONFERRED UPON INDEMNITEES IN THIS ARTICLE VI SHALL BE
CONTRACT  RIGHTS  AND  SUCH  RIGHTS  SHALL  CONTINUE  AS  TO  AN  INDEMNITEE  WHO  HAS  CEASED  TO  BE  A
DIRECTOR,  OFFICER  OR  TRUSTEE  AND  SHALL  INURE  TO  THE  BENEFIT  OF  THE  INDEMNITEE’S  HEIRS,
EXECUTORS AND ADMINISTRATORS. ANY AMENDMENT, REPEAL OR MODIFICATION OF ANY PROVISION OF THIS
ARTICLE  VI  THAT  ADVERSELY  AFFECTS  ANY  RIGHT  OF  AN  INDEMNITEE  OR  AN  INDEMNITEE’S  SUCCESSORS
SHALL BE PROSPECTIVE ONLY, AND SHALL NOT ADVERSELY AFFECT ANY RIGHT OR PROTECTION CONFERRED
ON  A  PERSON  PURSUANT  TO  THIS  ARTICLE  VI  WITH  RESPECT  TO  ANY  PROCEEDING  INVOLVING  ANY
OCCURRENCE OR ALLEGED OCCURRENCE OF ANY ACTION OR OMISSION TO ACT THAT TOOK PLACE PRIOR TO
SUCH AMENDMENT, REPEAL OR MODIFICATION.

Section 6.7:      Insurance . THE CORPORATION MAY PURCHASE AND MAINTAIN INSURANCE, AT ITS EXPENSE,
TO PROTECT ITSELF AND ANY DIRECTOR, OFFICER, EMPLOYEE OR AGENT OF THE CORPORATION OR ANOTHER



CORPORATION,  PARTNERSHIP,  JOINT  VENTURE,  TRUST  OR  OTHER  ENTERPRISE  AGAINST  ANY  EXPENSE,
LIABILITY  OR  LOSS,  WHETHER  OR  NOT  THE  CORPORATION  WOULD  HAVE  THE  POWER  TO  INDEMNIFY  SUCH
PERSON AGAINST SUCH EXPENSE, LIABILITY OR LOSS UNDER THE DGCL.

ARTICLE VII:      NOTICES

Section 7.1:      Notice .

7.1.1      Form and Delivery . Except as otherwise specifically required in these Bylaws (including, without limitation, Section 7.1.2 of
these Bylaws) or by applicable law, all notices required to be given pursuant to these Bylaws shall be in writing and may (a) in every instance
in connection with any delivery to a member of the Board,  be effectively given by hand delivery (including use of a delivery service),  by
depositing such notice in the mail, postage prepaid, or by sending such notice by overnight express courier, facsimile, electronic mail or other
form of electronic transmission and (b) be effectively delivered to a stockholder when given by hand delivery, by depositing such notice in
the mail,  postage prepaid or, if specifically consented to by the stockholder as described in Section 7.1.2 of these Bylaws by sending such
notice by facsimile, electronic mail or other form of electronic transmission. Any such notice shall be addressed to the person to whom notice
is to be given at such person’s address as it appears on the records of the Corporation. The notice shall be deemed given: (a) in the case of
hand delivery, when received by the person to whom notice is to be given or by any person accepting such notice on behalf of such person;
(b) in the case of delivery by mail, upon deposit in the mail; (c) in the case of delivery by overnight express courier, when dispatched; and (d)
in the case of delivery via facsimile, electronic mail or other form of electronic transmission, at the time provided in Section 7.1.2 of these
Bylaws.

7.1.2      Electronic Transmission . Without limiting the manner by which notice otherwise may be given effectively to stockholders,
any notice to stockholders given by the Corporation under any provision of the DGCL, the Certificate of Incorporation, or these Bylaws shall
be effective if  given by a form of electronic transmission consented to by the stockholder to whom the notice is  given in accordance with
Section 232 of the DGCL. Any such consent shall be revocable by the stockholder by written notice to the Corporation. Any such consent
shall  be  deemed  revoked  if  (a)  the  Corporation  is  unable  to  deliver  by  electronic  transmission  two  consecutive  notices  given  by  the
Corporation  in  accordance  with  such  consent  and  (b)  such  inability  becomes  known  to  the  Secretary  or  an  Assistant  Secretary  of  the
Corporation or to the transfer agent, or other person responsible for the giving of notice; provided
, however
, that the inadvertent failure to
treat  such  inability  as  a  revocation  shall  not  invalidate  any  meeting  or  other  action.  Notice  given  pursuant  to  this  Section  7.1.2  shall  be
deemed given: (i) if by facsimile telecommunication, when directed to a number at which the stockholder has consented to receive notice; (ii)
if by electronic mail, when directed to an electronic mail address at which the stockholder has consented to receive notice; (iii) if by a posting
on  an  electronic  network  together  with  separate  notice  to  the  stockholder  of  such  specific  posting,  upon  the  later  of  such  posting  and  the
giving of such separate notice; and (iv) if by any other form of electronic transmission, when directed to the stockholder.

7.1.3      Affidavit of Giving Notice . An affidavit of the Secretary or an Assistant Secretary or of the transfer agent or other agent of
the Corporation that the notice has been given in writing or by a form of electronic transmission shall, in the absence of fraud, be prima facie
evidence of the facts stated therein.

Section 7.2:          Waiver of Notice .  WHENEVER NOTICE IS REQUIRED TO BE GIVEN UNDER ANY PROVISION OF
THE DGCL, THE CERTIFICATE OF INCORPORATION OR THESE BYLAWS, A WRITTEN WAIVER OF NOTICE, SIGNED
BY  THE  PERSON  ENTITLED  TO  NOTICE,  OR  WAIVER  BY  ELECTRONIC  TRANSMISSION  BY  SUCH  PERSON,
WHETHER  BEFORE  OR  AFTER  THE  TIME  STATED  THEREIN,  SHALL  BE  DEEMED  EQUIVALENT  TO  NOTICE.
ATTENDANCE  OF  A  PERSON  AT  A  MEETING  SHALL  CONSTITUTE  A  WAIVER  OF  NOTICE  OF  SUCH  MEETING,
EXCEPT  WHEN  THE  PERSON  ATTENDS  A  MEETING  FOR  THE  EXPRESS  PURPOSE  OF  OBJECTING  AT  THE
BEGINNING  OF  THE  MEETING  TO  THE  TRANSACTION  OF  ANY  BUSINESS  BECAUSE  THE  MEETING  IS  NOT
LAWFULLY CALLED OR CONVENED. NEITHER THE BUSINESS TO BE TRANSACTED AT, NOR THE PURPOSE OF, ANY
REGULAR  OR  SPECIAL  MEETING  OF  THE  STOCKHOLDERS,  DIRECTORS  OR  MEMBERS  OF  A  COMMITTEE  OF
DIRECTORS NEED BE SPECIFIED IN ANY WAIVER OF NOTICE.

ARTICLE VIII:      INTERESTED DIRECTORS

Section 8.1:      Interested Directors . NO CONTRACT OR TRANSACTION BETWEEN THE CORPORATION AND ONE
OR MORE OF ITS  MEMBERS OF THE BOARD OR OFFICERS,  OR BETWEEN THE CORPORATION AND ANY OTHER
CORPORATION,  PARTNERSHIP,  ASSOCIATION  OR  OTHER  ORGANIZATION  IN  WHICH  ONE  OR  MORE  OF  ITS
DIRECTORS OR OFFICERS ARE MEMBERS OF THE BOARD OF DIRECTORS OR OFFICERS, OR HAVE A FINANCIAL
INTEREST, SHALL BE VOID OR VOIDABLE SOLELY FOR THIS REASON, OR SOLELY BECAUSE THE DIRECTOR OR
OFFICER IS  PRESENT AT  OR PARTICIPATES IN  THE MEETING OF THE BOARD OR COMMITTEE THEREOF THAT
AUTHORIZES THE CONTRACT OR TRANSACTION, OR SOLELY BECAUSE SUCH DIRECTOR’S OR OFFICER’S VOTES
ARE  COUNTED  FOR  SUCH  PURPOSE,  IF:  (A)  THE  MATERIAL  FACTS  AS  TO  SUCH  DIRECTOR’S  OR  OFFICER’S
RELATIONSHIP OR INTEREST AND AS TO THE CONTRACT OR TRANSACTION ARE DISCLOSED OR ARE KNOWN TO
THE  BOARD  OR  THE  COMMITTEE,  AND  THE  BOARD  OR  COMMITTEE  IN  GOOD  FAITH  AUTHORIZES  THE
CONTRACT  OR  TRANSACTION  BY  THE  AFFIRMATIVE  VOTES  OF  A  MAJORITY  OF  THE  DISINTERESTED



DIRECTORS,  EVEN  THOUGH  THE  DISINTERESTED  DIRECTORS  BE  LESS  THAN  A  QUORUM;  (B)  THE  MATERIAL
FACTS  AS  TO  SUCH  DIRECTOR’S  OR  OFFICER’S  RELATIONSHIP  OR  INTEREST  AND  AS  TO  THE  CONTRACT  OR
TRANSACTION  ARE  DISCLOSED  OR  ARE  KNOWN  TO  THE  STOCKHOLDERS  ENTITLED  TO  VOTE  THEREON,  AND
THE  CONTRACT  OR  TRANSACTION  IS  SPECIFICALLY  APPROVED  IN  GOOD  FAITH  BY  VOTE  OF  THE
STOCKHOLDERS; OR (C) THE CONTRACT OR TRANSACTION IS FAIR AS TO THE CORPORATION AS OF THE TIME
IT IS AUTHORIZED, APPROVED OR RATIFIED BY THE BOARD, A COMMITTEE THEREOF, OR THE STOCKHOLDERS.

Section 8.2:          Quorum . INTERESTED DIRECTORS MAY BE COUNTED IN DETERMINING THE PRESENCE OF A
QUORUM  AT  A  MEETING  OF  THE  BOARD  OR  OF  A  COMMITTEE  WHICH  AUTHORIZES  THE  CONTRACT  OR
TRANSACTION.

ARTICLE IX:      MISCELLANEOUS

Section  9.1:           Fiscal  Year .  THE  FISCAL  YEAR  OF  THE  CORPORATION  SHALL  BE  DETERMINED  BY
RESOLUTION OF THE BOARD.

Section 9.2:      Seal . THE BOARD MAY PROVIDE FOR A CORPORATE SEAL, WHICH MAY HAVE THE NAME OF
THE  CORPORATION  INSCRIBED  THEREON  AND  SHALL  OTHERWISE  BE  IN  SUCH  FORM  AS  MAY  BE  APPROVED
FROM TIME TO TIME BY THE BOARD.

Section  9.3:           Form  of  Records .  ANY  RECORDS  MAINTAINED  BY  THE  CORPORATION  IN  THE  REGULAR
COURSE OF ITS BUSINESS,  INCLUDING ITS STOCK LEDGER, BOOKS OF ACCOUNT AND MINUTE BOOKS,  MAY BE
KEPT ON OR BY MEANS OF, OR BE IN THE FORM OF ANY OTHER INFORMATION STORAGE DEVICE OR METHOD,
ELECTRONIC  OR  OTHERWISE, PROVIDED
 , THAT  THE  RECORDS  SO  KEPT  CAN  BE  CONVERTED  INTO  CLEARLY
LEGIBLE PAPER FORM WITHIN A REASONABLE TIME. THE CORPORATION SHALL SO CONVERT ANY RECORDS SO
KEPT  UPON  THE  REQUEST  OF  ANY  PERSON  ENTITLED  TO  INSPECT  SUCH  RECORDS  PURSUANT  TO  ANY
PROVISION OF THE DGCL.

Section  9.4:           Reliance  Upon  Books  and  Records .  A  MEMBER  OF  THE  BOARD,  OR  A  MEMBER  OF  ANY
COMMITTEE DESIGNATED BY THE BOARD SHALL, IN THE PERFORMANCE OF SUCH PERSON’S DUTIES, BE FULLY
PROTECTED  IN  RELYING  IN  GOOD  FAITH  UPON  THE  BOOKS  AND  RECORDS  OF  THE  CORPORATION  AND  UPON
SUCH INFORMATION, OPINIONS, REPORTS OR STATEMENTS PRESENTED TO THE CORPORATION BY ANY OF THE
CORPORATION’S OFFICERS OR EMPLOYEES, OR COMMITTEES OF THE BOARD, OR BY ANY OTHER PERSON AS TO
MATTERS  THE  MEMBER  REASONABLY  BELIEVES  ARE  WITHIN  SUCH  OTHER  PERSON’S  PROFESSIONAL  OR
EXPERT  COMPETENCE  AND  WHO  HAS  BEEN  SELECTED  WITH  REASONABLE  CARE  BY  OR  ON  BEHALF  OF  THE
CORPORATION.

Section  9.5:           Certificate  of  Incorporation  Governs .  IN  THE  EVENT  OF  ANY  CONFLICT  BETWEEN  THE
PROVISIONS  OF  THE  CERTIFICATE  OF  INCORPORATION  AND  BYLAWS,  THE  PROVISIONS  OF  THE  CERTIFICATE
OF INCORPORATION SHALL GOVERN.

Section 9.6:      Severability . IF ANY PROVISION OF THESE BYLAWS SHALL BE HELD TO BE INVALID, ILLEGAL,
UNENFORCEABLE  OR  IN  CONFLICT  WITH  THE  PROVISIONS  OF  THE  CERTIFICATE  OF  INCORPORATION,  THEN
SUCH PROVISION SHALL NONETHELESS BE ENFORCED TO THE MAXIMUM EXTENT POSSIBLE CONSISTENT WITH
SUCH HOLDING AND THE REMAINING PROVISIONS OF THESE BYLAWS (INCLUDING WITHOUT LIMITATION, ALL
PORTIONS  OF  ANY  SECTION  OF  THESE  BYLAWS  CONTAINING  ANY  SUCH  PROVISION  HELD  TO  BE  INVALID,
ILLEGAL,  UNENFORCEABLE  OR  IN  CONFLICT  WITH  THE  CERTIFICATE  OF  INCORPORATION,  THAT  ARE  NOT
THEMSELVES  INVALID,  ILLEGAL,  UNENFORCEABLE  OR  IN  CONFLICT  WITH  THE  CERTIFICATE  OF
INCORPORATION) SHALL REMAIN IN FULL FORCE AND EFFECT.

Section 9.7:          Time Periods. IN  APPLYING ANY PROVISION OF THESE BYLAWS WHICH REQUIRES THAT AN
ACT BE DONE OR NOT BE DONE A SPECIFIED NUMBER OF DAYS PRIOR TO AN EVENT OR THAT AN ACT BE DONE
DURING A PERIOD OF A SPECIFIED NUMBER OF DAYS PRIOR TO AN EVENT,  CALENDAR DAYS SHALL BE USED,
THE DAY OF THE DOING OF THE ACT SHALL BE EXCLUDED, AND THE DAY OF THE EVENT SHALL BE INCLUDED.

ARTICLE X:      AMENDMENT

Notwithstanding any other provision of these Bylaws, any alteration, amendment or repeal of these Bylaws, and any adoption of new
Bylaws,  shall  require  the  approval  of  the  Board  or  the  stockholders  of  the  Corporation  as  expressly  provided  in  the  Certificate  of
Incorporation.

____________________________



CERTIFICATION OF RESTATED BYLAWS OF

SONOS, INC.
(a Delaware corporation)

I, Craig Shelburne, certify that I am Secretary of Sonos, Inc., a Delaware corporation (the “ Corporation
”), that I am duly authorized
to make and deliver this certification and that the attached Bylaws are a true and complete copy of the Restated Bylaws of the Corporation in
effect as of the date of this certificate.

Dated: August 6, 2018

/s/ Craig Shelburne    
Craig Shelburne
Secretary



Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Patrick Spence, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Sonos, Inc.;

2. Based  on  my  knowledge,  this  report  does  not  contain  any  untrue  statement  of  a  material  fact  or  omit  to  state  a  material  fact  necessary  to  make  the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based  on  my  knowledge,  the  financial  statements,  and  other  financial  information  included  in  this  report,  fairly  present  in  all  material  respects  the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The  registrant’s  other  certifying  officer(s)  and  I  are  responsible  for  establishing  and  maintaining  disclosure  controls  and  procedures  (as  defined  in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that  material  information relating to the registrant,  including its  consolidated subsidiaries,  is  made known to us by others  within those
entities, particularly during the period in which this report is being prepared;

b. Evaluated  the  effectiveness  of  the  registrant’s  disclosure  controls  and  procedures  and  presented  in  this  report  our  conclusions  about  the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

c. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal  quarter  (the  registrant’s  fourth  fiscal  quarter  in  the  case  of  an  annual  report)  that  has  materially  affected,  or  is  reasonably  likely  to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s)  and I have disclosed, based on our most recent evaluation of internal control over financial  reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

   

Date: September 11, 2018 /s/ Patrick Spence

  Patrick Spence

 
Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Michael Giannetto, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Sonos, Inc.;

2. Based  on  my  knowledge,  this  report  does  not  contain  any  untrue  statement  of  a  material  fact  or  omit  to  state  a  material  fact  necessary  to  make  the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based  on  my  knowledge,  the  financial  statements,  and  other  financial  information  included  in  this  report,  fairly  present  in  all  material  respects  the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The  registrant’s  other  certifying  officer(s)  and  I  are  responsible  for  establishing  and  maintaining  disclosure  controls  and  procedures  (as  defined  in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that  material  information relating to the registrant,  including its  consolidated subsidiaries,  is  made known to us by others  within those
entities, particularly during the period in which this report is being prepared;

b. Evaluated  the  effectiveness  of  the  registrant’s  disclosure  controls  and  procedures  and  presented  in  this  report  our  conclusions  about  the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

c. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal  quarter  (the  registrant’s  fourth  fiscal  quarter  in  the  case  of  an  annual  report)  that  has  materially  affected,  or  is  reasonably  likely  to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s)  and I have disclosed, based on our most recent evaluation of internal control over financial  reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

   

Date: September 11, 2018 /s/ Michael Giannetto

  Michael Giannetto

 

Chief Financial Officer
(Principal Financial Officer
and Principal Accounting Officer)



   
Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 
I, Patrick Spence, Chief Executive Officer of Sonos, Inc. (the “Company”), hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge, this Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended June 30,
2018 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and that the information contained in
such Quarterly Report on Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of the Company.  
 

Date: September 11, 2018   By:   /s/ Patrick Spence
        Patrick Spence

       
Chief Executive Officer
(Principal Executive Officer)

 

 



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Michael Giannetto, Chief Financial Officer of Sonos, Inc. (the “Company”), hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge, this Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended June
30, 2018 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and that the information contained in
such Quarterly Report on Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of the Company.  
 

Date: September 11, 2018   By:   /s/ Michael Giannetto
        Michael Giannetto

       

Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

 


