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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
December 28, September 28,
2019 2019
Assets
Current assets:
Cash and cash equivalents $ 408,419 $ 338,641
Restricted cash 183 179
Accounts receivable, net of allowances 135,902 102,743
Inventories 113,117 219,784
Prepaids and other current assets 30,986 17,762
Total current assets 688,607 679,109
Property and equipment, net 81,474 78,139
Operating lease right-of-use assets 60,007 =
Intangible assets and goodwill 40,539 1,018
Deferred tax assets 1,133 1,154
Other noncurrent assets 2,169 2,185
Total assets $ 873,929  § 761,605
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable $ 191,364  $ 251,941
Accrued expenses 90,822 69,856
Accrued compensation 28,339 41,142
Short-term debt 9,439 8,333
Deferred revenue, current 14,604 13,654
Other current liabilities 40,552 17,548
Total current liabilities 375,120 402,474
Operating lease liabilities, noncurrent 58,589 —
Long-term debt 23,192 24,840
Deferred revenue, noncurrent 47,042 42,795
Other noncurrent liabilities 2,707 10,568
Total liabilities 506,650 480,677
Commitments and contingencies (Note 8)
Stockholders’ equity:
Common stock, $0.001 par value 111 110
Treasury stock (18,576) (13,498)
Additional paid-in capital 523,929 502,757
Accumulated deficit (137,602) (208,377)
Accumulated other comprehensive loss (583) (64)
Total stockholders’ equity 367,279 280,928
Total liabilities and stockholders’ equity $ 873,929 $ 761,605

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 INCOME

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

Revenue
Cost of revenue
Gross profit
Operating expenses
Research and development
Sales and marketing
General and administrative
Total operating expenses
Operating income
Other income (expense), net
Interest income
Interest expense
Other income (expense), net
Total other income (expense), net
Income before provision for income taxes
Provision for income taxes

Net income

Net income attributable to common stockholders:
Basic

Diluted

Net income per share attributable to common stockholders:
Basic

Diluted

Weighted-average shares used in computing net income per share attributable to common stockholders:

Basic

Diluted

Total comprehensive income
Net income
Change in foreign currency translation adjustment

Comprehensive income

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Three Months Ended

December 28, December 29,
2019 2018

562,083 § 496,371
334,463 301,082
227,620 195,289
52,526 37,095
77,423 65,852
30,209 23,823
160,158 126,770
67,462 68,519

998 273
(453) 671)
4,424 (3,999)
4,969 (4,397)
72,431 64,122
1,656 2,455
70,775  $ 61,667
70,775  $ 61,667
70,775  $ 61,667

065 $ 0.62

060 $ 0.55
108,984,683 100,148,106

118,415,968

112,088,672

70,775 $ 61,667
(519) 509
70,256 $ 62,176
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Balance at September 28, 2019

Issuance of common stock pursuant to equity incentive plans

Purchase of treasury stock
Stock-based compensation expense

Net income

Change in foreign currency translation adjustment

Balance at December 28, 2019

Balance at September 29, 2018

Issuance of common stock pursuant to equity incentive plans

Stock-based compensation expense

Net income

Change in foreign currency translation adjustment

Balance at December 29, 2018

SONOS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(unaudited, in thousands, except share amounts)

Three Months Ended December 28, 2019

Common Stock Add.itional Treasury Stock Accumulated Accumulated Other Total
Pald,- In Deficit Comprehensive Loss Stockho.lders’
Shares Amount Capital Shares Amount Equity
109,623,417  § 110§ 502,757 (1,020,775)  $ (13,498) § (208,377)  $ (64) $ 280,928
1,561,696 1 7,968 — — — — 7,969
— — — (372,149) (5,078) — = (5,078)
— — 13,204 — — — — 13,204
= = = = = 70,775 = 70,775
— — — — — — (519) (519)
111,185,113 $ 111 $ 523,929 (1,392,924)  § (18,576) $ (137,602) $ (583) $ 367,279
Three Months Ended December 29, 2018
Common Stock Add.itional Treasury Stock A lated Accumulated cher Total Stockholders’
Pald'-ln Deficit Comprehensive Equity
Shares Amount Capital Shares Amount Loss
100,868,250 $ 101 $ 424,617 (807,040) $ (11,072) $ (203,611)  $ (1,677)  § 208,358
174,453 — 462 — — — — 462
= = 9,032 = = = = 9,032
— — — — — 61,667 — 61,667
= = = = = = 509 509
101,042,703 $ 101 $ 434,111 (807,040) $ (11,072) $ (141,944)  § (1,168)  $ 280,028

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Cash flows from operating activities

Net income

SONOS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited, in thousands)

Adjustments to reconcile net income to net cash provided by operating activities

Depreciation

Stock-based compensation expense

Other

Deferred income taxes
Foreign currency transaction (gain) loss
Changes in operating assets and liabilities:
Accounts receivable, net
Inventories, net
Other assets
Accounts payable and accrued expenses
Accrued compensation
Deferred revenue
Other liabilities
Net cash provided by operating activities
Cash flows from investing activities
Purchases of property and equipment
Cash paid for acquisition, net of acquired cash
Net cash used in investing activities
Cash flows from financing activities
Repayments of borrowings
Payments for purchase of treasury stock
Proceeds from exercise of common stock options

Payments of offering costs

Net cash provided by (used in) financing activities

Effect of exchange rate changes on cash, cash equivalents and restricted cash

Net increase in cash, cash equivalents and restricted cash

Cash, cash equivalents and restricted cash
Beginning of period

End of period

Supplemental disclosure
Cash paid for interest
Cash paid for taxes, net of refunds

Cash paid for amounts included in the measurement of lease liabilities

Supplemental disclosure of non-cash investing and financing activities

Purchases of property and equipment in accounts payable and accrued expenses

Right-of-use assets obtained in exchange for new operating lease liabilities

Deferred offering costs in accounts payable and accrued expenses

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Three Months Ended

December 28,

December 29,

2019
70,775 61,667
9,105 9,867
13,204 9,032
1,471 475
51 226
(1,924) 1,318
(31,411) (49,324)
107,343 81,621
(11,853) (3,092)
(39,416) (21,413)
(14,568) (14,450)
4,879 4,598
11,184 11,525
118,840 92,050
(15,914) (5,372)
(35,622) —
(51,536) (5,372)
(1,667) —
(5,078) —
7,969 462
— (567)
1,224 (105)
1,254 (133)
69,782 86,440
338,820 221,120
408,602 307,560
472 658
517 1,312
4,304 —
7,908 2,803
74,683 —
— 18
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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. and its wholly owned subsidiaries (collectively, “Sonos,” the “Company,” “we,” “us” or “our”) designs, develops, manufactures and sells audio products. The Sonos 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 over the customer’s wireless network or over Bluetooth.

The Company’s products are sold through third-party physical retailers, 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. in the Netherlands, Beijing Sonos Technology Co. Ltd. in
China, Sonos Japan GK in Japan and Sonos Australia Pty Ltd. in Australia.

Basis of presentation and preparation

The accompanying condensed consolidated financial statements are unaudited. The condensed consolidated balance sheet as of December 28, 2019 has been derived from the audited financial
statements of the Company. The accompanying condensed consolidated 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 its cash flows for the interim periods presented. The results of operations for the three months ended December 28, 2019 are not
necessarily indicative of the results to be expected for the full fiscal year or any other period.

On November 14, 2019, the Company completed the acquisition of 100% of the equity interests in Snips SAS ("Snips"), a France-based provider of an artificial intelligence voice technology. The
results of Snips operations have been included in the Company’s consolidated results of operations since the date of acquisition.

The accompanying condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and notes thereto contained in the Company’s Annual
Report on Form 10-K for the fiscal year ended September 28, 2019 (the “Annual Report™), filed with the Securities and Exchange Commission (“SEC”) on November 25, 2019. Certain prior period
amounts have been reclassified to conform to the current period presentation.

The Company operates on a 52- week or 53- week 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 periods followed by a 5-week period. 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 and will reoccur this fiscal year ending October 3, 2020. The three months
ended December 28, 2019 and December 29, 2018 spanned 13 weeks each. As used in this Quarterly Report on Form 10-Q, “fiscal 2020 refers to the fiscal year ending October 3, 2020 and “fiscal
2019” refers to the fiscal year ended September 28, 2019.

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.
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SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(unaudited)

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 Annual Report, except as noted below.

Business combinations

The Company uses the acquisition method of accounting for business combinations and recognizes assets acquired and liabilities assumed measured at their fair values on the date acquired.
Goodwill as of the acquisition date is measured as the excess of consideration transferred over the net acquisition date fair value of the assets acquired and the liabilities assumed. The Company uses
best estimates and assumptions, including but not limited to, future expected cash flows, expected asset lives and discount rates, to assign a fair value to the tangible and intangible assets acquired and
liabilities assumed in business combinations as of the acquisition date. These estimates are inherently uncertain and subject to refinement. During the measurement period, which may be up to one
year from the acquisition date, adjustments to the fair value of these tangible and intangible assets acquired and liabilities assumed may be recorded, with the corresponding offset to goodwill. Upon
the conclusion of the measurement period or final determination of the fair value of assets acquired and liabilities assumed, whichever comes first, any subsequent adjustments are recorded to the
Company’s consolidated statements of operations and comprehensive income.

Recently ad d acc i ¥ ents
P 8P

In February 2016, the FASB issued ASU No. 2016-02, Leases, and other subsequent amendments to the initial guidance (collectively referred to as "Topic 842"), which modifies lease accounting
in order to increase transparency and comparability among entities. Topic 842 requires lessees to recognize operating leases as right-of-use assets and lease liabilities on the balance sheets. The lease
liabilities are initially measured at the present value of the lease payments.

The Company adopted Topic 842 as of September 29, 2019, using the modified retrospective method under ASU 2018-11. As such, prior periods were not retrospectively adjusted. There was no
cumulative effect to accumulated deficit upon adoption. The Company elected the transition package of three practical expedients permitted within the standard, which eliminates the requirements to
reassess prior conclusions about lease identification, lease classification and initial direct costs.

Adoption of the new standard resulted in the recording of right-of-use assets and operating lease liabilities of approximately $63.7 million and $73.7 million, respectively on September 29, 2019,
with an increase to total assets and liabilities of approximately $62.5 million. The difference between the right-of-use assets and lease liabilities is primarily attributable to deferred rent and rent
incentives. There was no impact on the Company's condensed consolidated statement of operations and comprehensive income or condensed consolidated statements of cash flows. See Note 6. Leases
for further information on leases.

Internal-use software

In August 2018, the FASB issued ASU No. 2018-15, Intangibles - Goodwill and Other - Internal-Use Software (Subtopic 350-40): Customer's Accounting for Implementation Costs Incurred in a
Cloud Computing Arrangement That is a Service Contract. The new guidance aligns the requirements for capitalizing implementation costs incurred in a cloud computing arrangement that is a service
contract, with the requirements for capitalizing implementation costs incurred to develop or obtain internal-use software. In the first quarter of fiscal 2020, the Company prospectively adopted this
standard. The adoption of this guidance did not have a material impact on the Company’s consolidated financial statements.

. N
Recent acc g pr ts p g adop

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments, and other subsequent amendments
including ASU 2019-11, Codification Improvements to Topic 326, Financial Instruments - Credit Losses (collectively referred to as "Topic 326") which provides a new impairment model that requires
measurement and recognition of expected credit losses
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SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(unaudited)

for most financial assets and certain other instruments, including but not limited to accounts receivable and available for sale debt securities. The standard will be effective for the Company in the first
quarter of fiscal 2021. The Company is currently evaluating the impact on the Company's consolidated financial statements.

In January 2017, the FASB issued ASU No. 2017-04, Intangibles - Goodwill and Other (Topic 350): Simplifying the Test for Goodwill, which simplifies the subsequent measurement of goodwill
by eliminating the second step of the goodwill impairment test. The second step measures a goodwill impairment loss by comparing the implied fair value of a reporting unit's goodwill with the
carrying amount of that goodwill. Under the new guidance, a company will record an impairment charge based on the excess of a reporting unit's carrying amount over its fair value. The standard will
be effective for the Company in the first quarter of fiscal 2021, with early adoption permitted. The Company is currently evaluating the timing of adoption and impact on the Company's consolidated
financial statements.

In August 2018, the FASB issued ASU No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework - Changes to the Disclosure Requirements for Fair Value Measurement. The
new standard eliminates disclosures such as the amount of and reasons for transfers between Level 1 and Level 2 of the fair value hierarchy and adds new disclosure requirements for Level 3
measurements. The standard will be effective for the Company in the first quarter of fiscal 2021, with early adoption permitted. The Company is currently evaluating the timing of adoption and impact
on the Company's consolidated financial statements.

In November 2018, the FASB issued ASU No. 2018-18, Collaborative Arrangements (Topic 808): Clarifying the Interaction between Topic 808 and Topic 606. This standard resolves the
diversity in practice concerning whether certain transactions between collaborative arrangement participants should be accounted for as revenue under Accounting Standards Codification 606,
Revenue from Contracts with Customers ("Topic 606"). This standard specifies when a participant is a customer in a collaboration, adds unit of account guidance to align with Topic 606 and provides
presentation guidance for collaborative arrangements. This standard will be effective for the Company in the first quarter of fiscal 2021, with early adoption permitted. The Company is currently
evaluating the timing of adoption and impact on the Company's consolidated financial statements.

In December 2019, the FASB issued ASU No. 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes. This standard simplifies the accounting for income taxes by
removing certain exceptions to the general principles in Topic 740 as well as by improving consistent application of the topic by clarifying and amending existing guidance. This standard will be
effective for the Company in the first quarter of fiscal 2022, with early adoption permitted. The Company is currently evaluating the timing of adoption and impact on the Company's 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 December 28, 2019 and September 28, 2019 as the debt carries a variable rate or market rates that
approximate those currently available to the Company.
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The following table summarizes fair value measurements by level for the assets measured at fair value on a recurring basis as of December 28, 2019 and September 28, 2019:

(In thousands)
Assets:

Money market funds (cash equivalents)

(In thousands)
Assets:

Money market funds (cash equivalents)

SONOS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

December 28, 2019

Level 1 Level 2 Level 3 Total
240,291 — 3 — 8§ 240,291
September 28, 2019
Level 1 Level 2 Level 3 Total
267,806 — 3 — 8 267,806
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4. Revenue and geographic information

Disaggregation of revenue

SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(unaudited)

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

(In thousands)

Americas

Europe, Middle East and Africa (“EMEA”)

Asia Pacific (“APAC”)

Total revenue

Three Months Ended

December 28, 2019 December 29,2018
$ 303,194  § 258,727
212,738 216,080
46,151 21,564
$ 562,083 $ 496,371

Revenue 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:

(In thousands)
United States
Germany
United Kingdom
Other countries

Total revenue

Three Months Ended
December 28, 2019 December 29, 2018
$ 277,273 $ 237,112
58,988 56,055
49,307 54,497
176,515 148,707
$ 562,083 $ 496,371

In the first quarter of fiscal 2020, the Company began reporting product revenue in the following categories: Sonos speakers, Sonos system products and Partner products and other revenue to
further align revenue reporting with the evolving nature of its products, customers' engagement across multiple categories and how the Company evaluates its business. 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
December 28, 2019 December 29, 2018
(In thousands)
Sonos speakers $ 466,677 $ 436,105
Sonos system products 61,521 52,434
Partner products and other revenue 33,885 7,832
Total revenue $ 562,083 $ 496,371
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SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(unaudited)
5. Balance sheet components
Accounts receivable, net of allowances
Accounts receivable, net of allowances, consist of the following:
December 28,2019 September 28, 2019
(In thousands)
Accounts receivable $ 188,910 $ 124,049
Allowance for doubtful accounts (1,372) (1,255)
Allowance for sales incentives (51,636) (20,051)
Accounts receivable, net of allowances $ 135,902 $ 102,743
Inventories
Inventories consist of the following:
December 28, 2019 September 28, 2019
(In thousands)
Finished goods $ 104,348 $ 207,723
Component parts 8,769 12,061
Inventories $ 113,117 $ 219,784

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.

Goodwill

The following table presents details of our goodwill during the three months ended December 28, 2019:

(In thousands)

Balance as of September 28, 2019 $ 1,005

Goodwill acquired 14,282
Balance as of December 28, 2019

$ 15,287

Purchased intangible assets

As part of the acquisition of Snips, the Company recognized a $20.1 million intangible asset related to in-process research and development activity, which is not subject to amortization for the
current period. In addition, the Company recognized $5.1 million in intangible assets subject to amortization, with a weighted-average useful life of approximately 5.0 years.

13
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SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(unaudited)

The following table summarizes estimated future amortization expense of our intangible assets as of December 28, 2019:

Fiscal years (In thousands)
Remaining part of 2020 $ 910
2021 1,040
2022 1,022
2023 1,020
2024 1,020
2025 and thereafter 128
Total future amortization expense $ 5,140
Accrued expenses

Accrued expenses consist of the following:

December 28, 2019 September 28, 2019

(In thousands)
Accrued advertising and marketing $ 31,205 $ 25,662
Accrued taxes 13,041 4,388
Accrued inventory 8,600 6,494
Accrued manufacturing, logistics and product development 21,729 14,783
Accrued general and administrative expenses 8,615 12,455
Other accrued payables 7,632 6,074

Total accrued expenses $ 90,822 $ 69,856

Deferred revenue

Amounts invoiced in advance of revenue recognition are recorded as deferred revenue on the condensed consolidated balance sheets. Deferred revenue primarily relates to revenue allocated to
unspecified software upgrades and platform services. The following table presents the changes in the Company’s deferred revenue for the three months ended December 28, 2019 and December 29,
2018:

December 28, 2019 December 29, 2018
(In thousands)
Deferred revenue, beginning of period $ 56,449  § 50,967
Recognition of revenue included in beginning of period deferred revenue (3,238) (2,986)
Revenue deferred, net of revenue recognized on contracts in the respective period 8,435 7,472
Deferred revenue, end of period $ 61,646 $ 55,453
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SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(unaudited)

The Company expects the following recognition of deferred revenue as of December 28, 2019:

For the fiscal years ending

2024 and
2020 2021 2022 2023 Beyond Total
(In thousands)
Deferred revenue expected to be recognized $ 11,085 $ 13,384  § 11,537 $ 9,609 $ 16,031 $ 61,646
Other current liabilities
Other current liabilities consist of the following:
December 28, September 28,
2019 2019
(In thousands)
Reserve for returns $ 22,631 $ 12,110
Short-term operating lease liabilities 10,792 —
Product warranty liability 5,701 3,254
Other 1,428 2,184
Total other current liabilities $ 40,552 $ 17,548
The following table presents the changes in the Company’s warranty liability for the three months ended December 28, 2019 and December 29, 2018:
December 28, 2019 December 29,2018
(In thousands)
Warranty liability, beginning of period $ 3254 8§ 2,450
Provision for warranties issued during the period 5,080 5,105
Settlements of warranty claims during the period (2,633) (2,581)
Warranty liability, end of period $ 5,701 $ 4,974

6. Leases

The substantial majority of the Company's leases are for its office spaces and facilities, which are accounted for as operating leases. These facilities operate under leases with initial terms from
one to ten years and expire at various dates through 2026. The Company determines whether an arrangement is a lease at inception if there is an identified asset and it has the right to control the
identified asset for a period of time. Some of the Company's leases include options to extend the leases for up to 5 years, and some include options to terminate the leases within 1 year. The Company's
lease terms are only for periods in which it has enforceable rights and are impacted by options to extend or terminate the lease only when it is reasonably certain that the Company will exercise the
option.

For leases with terms greater than 12 months, the Company records the related right-of-use asset and lease obligation at the present value of lease payments over the lease terms. Leases with an
initial term of 12 months or less are not recorded on the balance sheet. Lease expense is recognized on a straight-line basis over the lease term. The Company's leases do not include any residual value

guarantees, bargain purchase options or asset retirement obligations.

Lease agreements will typically exist with lease and non-lease components, which are accounted for separately. The Company's agreements may contain variable lease payments. The Company
includes variable lease payments that depend on an index or a rate and exclude those which depend on facts or circumstances occurring after the commencement date, other than the passage of time.
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SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(unaudited)

Most of the Company's leases do not contain an implicit interest rate; therefore, judgment was required in determining a rate that reflects what would be paid to borrow, on a collateralized basis
and over a similar term, for the lease obligations. The Company takes into consideration the terms of the Company's Credit Facility, lease terms, and current interest rates to determine the incremental
borrowing rate at lease commencement date. At December 28, 2019, the Company's weighted-average discount rate was 4.11%, while the weighted-average remaining lease term was 5.34 years. As
part of the supplemental cash flow disclosure, the right-of-use assets obtained in exchanged for new operating lease liabilities does not reflect the impact of prepaid or deferred rent.

The components of lease expense for the three months ended December 28, 2019 were as follows:

Three Months Ended
December 28,2019
(In thousands)
Operating lease cost $ 3,640
Short-term lease cost 57
Variable lease cost 1,389
Total lease cost $ 5,086

For the three months ended December 28, 2019, total rental expense was $3.6 million and total common area maintenance expense was $1.4 million. For the three months ended December 29,
2018, total rental expense was $3.5 million and total common area maintenance expense was $1.3 million.

The following table summarizes the maturity of lease liabilities under operating leases as of December 28, 2019:

Fiscal years ending Operating leases

(in thousands)

Remainder of fiscal 2020 $ 10,489
2021 14,970
2022 14,261
2023 14,638
2024 13,606
2025 8,349
Thereafter 1,587
Total lease payments 77,900
Less imputed interest (8,518)
Total lease liabilities $ 69,382
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Under Topic 840, the following table represents the gross minimum rental commitments under noncancelable leases as disclosed in the Company’s Annual Report on Form 10-K for the fiscal
year ended September 28, 2019:

Fiscal years ending

(in thousands)

2020 $ 15,627
2021 14,759
2022 14,136
2023 14,395
2024 13,615
Thereafter 10,951
Total minimum lease commitments $ 83,483
7. Debt

The Company's debt obligations consist of the Secured Credit Facility with J.P. Morgan Chase Bank, N.A. (the “Credit Facility”), the J.P. Morgan Chase Bank, N.A. Secured Term Loan (the
"Term Loan") as well as debt acquired in the acquisition of Snips. The Company’s short- and long-term debt obligations as of December 28, 2019 and September 28, 2019 was as follows:

December 28, 2019 September 28, 2019
Rate Balance Rate Balance

(dollars in thousands)

Term loan () 42% $ 31,666 4.6% $ 33,333
Other debt @ 1,106 N
Unamortized debt issuance costs ) (141) (160)
Total indebtedness 32,631 33,173
Less short-term portion (9,439) (8,333)
Long-term debt $ 23,192 $ 24,840

(1) Due in October 2021 and bears interest at a variable rate equal to an adjusted LIBOR plus 2.25% and is payable quarterly.
(2) Other debt consists of debt acquired through recent acquisition activity and was settled subsequent to the period of this report in January 2020.
(3) Debt issuance costs are recorded as a debt discount and recorded as interest expense over the term of the agreement.

The Credit Facility allows the Company to borrow up to $80.0 million restricted to the value of the borrowing base which is based on the value of inventory and accounts receivable and is subject
to monthly redetermination. The Credit Facility matures in October 2021 and may be drawn as Commercial Bank Floating Rate Loans (at the higher of prime rate or adjusted LIBOR plus 2.50%) or
Eurocurrency Loans (at LIBOR plus an applicable margin). As of both December 28, 2019 and September 28, 2019, the Company did not have any outstanding borrowings and had $4.5 million in
undrawn letters of credit that reduce the availability under the Credit Facility.

Debt obligations under the Credit Facility and the Term Loan require the Company to maintain a consolidated fixed charge ratio of at least 1.0, restrict distribution of dividends unless certain
conditions are met, such as having a fixed charge ratio of at least 1.15, and require financial statement reporting and delivery of borrowing base certificates. As of December 28, 2019 and
September 28, 2019, the Company was in compliance with all financial covenants. The Credit Facility and the Term Loan are collateralized by eligible inventory and accounts receivable of the
Company, as well as the Company's intellectual property including patents and trademarks.
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8. Commitments and contingencies
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 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 December 28, 2019 and
September 28, 2019.

The Company is involved in certain other litigation matters not listed above but does not consider these 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.

9. Stockholders' equity
Share repurchase program

In September 2019, the Board of Directors authorized a common stock repurchase program of up to $50.0 million. During the three months ended December 28, 2019, the Company repurchased
227,241 shares for an aggregate purchase price of $2.9 million at an average price of $12.85 per share under the repurchase program. The Company had $47.1 million available for share repurchases
under the repurchase program as of December 28, 2019. Additionally, treasury stock purchased during the three months ended December 28, 2019, included shares withheld to satisfy employees' tax
withholding requirements in connection with vesting of restricted stock unit awards.

10. Stock-based compensation

In 2003, the Company’s Board of Directors (the “Board”) established the 2003 Stock Plan (as amended, the “2003 Plan™). 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. Any remaining shares of common stock available for issuance under the
2003 Plan on the effective date of the 2018 Plan were added to the shares of common stock reserved for issuance under the 2018 Plan as of such date, and additional shares of common stock that
would become available for issuance under the 2003 Plan in the future will instead become available for issuance under the 2018 Plan, as further discussed in the Annual Report.

Stock options

Pursuant to the 2018 Plan, the Company issues stock options to employees. The fair value of the stock options is based on the Company’s closing stock price on the trading day immediately prior
to the date of grant. The option price, number of shares and grant date are determined at the discretion of the Board. For so long as the optionholder performs services for the Company, the options
generally vest over 48 months, with cliff vesting after one year and generally vest on a monthly or quarterly basis thereafter, and are exercisable for a period not to exceed ten years from the date of
grant.
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The summary of the Company’s stock option activity is as follows:
‘Weighted Average
Number of Weighted Average Remaining Aggregate Intrinsic
Options Exercise Price Contractual Term Value
(in years) (in thousands)
Outstanding at September 28, 2019 37,155,568 $ 11.39 6.3 $ 94,288
Granted —
Exercised (1,136,193)
Forfeited (414,872)
Outstanding at December 28, 2019 35,604,503 $ 11.49 6.1 $ 126,622
At December 28, 2019
Options exercisable 26,445850 $ 10.53 5.4 $ 118,859
Options vested and expected to vest 34,363,895 $ 11.39 6.0 $ 125,725

As of December 28, 2019 and September 28, 2019, the Company had $37.3 million and $43.9 million, respectively, of unrecognized stock-based compensation expense related to stock options,
which is expected to be recognized over a weighted-average period of 1.8 and 2.0 years, respectively.

Restricted stock units

Pursuant to the 2018 Plan, the Company issues RSUs to employees and directors. The fair value of RSUs is based on the Company's closing stock price on the trading day immediately
preceding the date of grant. RSUs typically have an initial annual cliff vest and then vest quarterly over the service period, which is generally four years. The summary of the Company’s unvested
RSU activity is as follows:

Number of Weighted Average Grant Aggregate Intrinsic
Units Date Fair Value Value
(in thousands)

Unvested at September 28, 2019 6,716,786 $ 11.40 $ 90,744
Granted 1,012,300
Vested (425,503)
Forfeited (70,471)
Unvested at December 28, 2019 7,233,112 $ 11.84 $ 108,569
At December 28, 2019

Units expected to vest 5,726,008 $ 11.85 $ 85,947

As of December 28, 2019 and September 28, 2019, the Company had $63.2 million and $55.6 million of unrecognized stock-based compensation expense related to RSUs, which is expected to be
recognized over a weighted-average period of 3.3 and 3.4 years, respectively.
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Stock-based compensation
Total stock-based compensation expense by function category was as follows:
Three Months Ended
December 28,2019  December 29, 2018

(In thousands)
Cost of revenue $ 282§ 184
Research and development 5,116 3,604
Sales and marketing 3,541 2,681
General and administrative 4,265 2,563

Total stock-based compensation expense $ 13,204 § 9,032

11. 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 $1.7 million and $2.5 million for the three months ended December 28, 2019 and December 29, 2018, respectively. For the three months ended
December 28, 2019 our tax expense includes a discrete income tax benefit of approximately $0.6 million as a result of a favorable release of uncertain tax positions in the U.S. coinciding with the
issuance of the Base Erosion and Anti-Abuse Tax (“BEAT”) Regulations. For the three months ended December 28, 2019 and December 29, 2018, we calculated our U.S. income tax provision using
the discrete method as though the interim year to date period was an annual period. The Company believes that the application of the estimated annual effective tax rate (“AETR”) method generally
required by ASC 740 is impractical for the U.S. tax provision given that normal deviations in the projected pre-tax net income (loss) in the U.S. could result in a disproportionate and unreliable
effective tax rate under the AETR method.

For the quarter-ended December 28, 2019, the Company has maintained a full valuation allowance on its U.S. deferred tax assets due to its history of U.S. operating losses. It is possible that
within the next 12 months. there may be sufficient positive evidence to release a significant portion of the valuation allowance. Release of the U.S. valuation allowance would result in the
establishment of certain deferred tax assets and a benefit to income tax expense for the period the release is recorded which could have a material impact on net earnings. The exact timing and amount
of the valuation allowance release are subject to change based on the level of profitability achieved.

12. Net income per share attributable to common stockholders
Basic net income attributable to common stockholders per share is calculated by dividing net income attributable to common stockholders by the weighted-average number of shares of common

stock outstanding less shares subject to repurchase. Diluted net income per share attributable to common stockholders adjusts the basic net income 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 RSUs, using the treasury stock method.

20



Table of contents
SONOS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(unaudited)

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

Three Months Ended

December 28, 2019 December 29, 2018
(In thousands, except share and per share data)
Numerator:
Net income attributable to common stockholders - basic and diluted $ 70,775 $ 61,667
Denominator:
Weighted-average shares of common stock—basic 108,984,683 100,148,106
Effect of potentially dilutive stock options 6,751,412 11,918,193
Effect of RSUs 2,679,873 22,373
Weighted-average shares of common stock—diluted 118,415,968 112,088,672
Net income per share attributable to common stockholders:
Net income per share attributable to common stockholders - basic $ 0.65 § 0.62
Net income per share attributable to common stockholders - diluted $ 060 § 0.55

The following potentially dilutive shares were excluded from the computation of diluted net income per share attributable to common stockholders because including them would have been
antidilutive:

Three Months Ended

December 28, 2019 December 29, 2018
Stock options to purchase common stock 29,628,623 36,135,411
Restricted stock units 4,278,556 247,744
Total 33,907,179 36,383,155

13. Business combination

On November 14, 2019, the Company completed the acquisition of 100% of the equity interests of Snips, a France-based provider of an artificial intelligence voice platform for connected devices
that provides private-by-design, voice technology. The acquisition brought a talented group of employees and strategic IP to enhance the voice experience on Sonos products. The total purchase price
consideration of the acquisition of Snips was $36.3 million, of which $35.6 million was paid in cash at closing and $0.7 million was recorded as a contingent consideration liability. The terms of the
contingent consideration were met and the contingent consideration was paid in cash subsequent to the period of this report.

The Company accounted for this transaction as a business combination and allocated the purchase consideration to assets acquired and liabilities assumed, with $25.2 million in intangible assets,
$3.2 million in net liabilities assumed, and $14.3 million in estimated goodwill. The goodwill recognized was primarily attributable to the assembled workforce and expected post-acquisition synergies

from integrating Snips’ technology into the Company's products. The goodwill is not deductible for income tax purposes.

The results of Snips' operations have been included in, but are not material to the Company's consolidated results of operations since the date of acquisition. Pro forma results of operations have
not been presented because the effect of the acquisition was not material to the Company's condensed consolidated statement of operations and comprehensive income.

One-time acquisition-related costs of $1.4 million were expensed as general and administrative expenses as incurred.
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Additional information, such as that related to income tax and other contingencies, existing as of the acquisition date but unknown to us may become known during the remainder of the
measurement period, not to exceed 12 months from the acquisition date, which may result in changes to the amounts and allocations recorded.
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14. Subsequent event

On January 7, 2020, the Company filed a complaint with the U.S. International Trade Commission against Alphabet Inc. and Google LLC and a lawsuit in the U.S. District Court for the Central
District of California against Google LLC. The complaint and lawsuit each allege patent infringement of certain Sonos patents related to its smart speakers and related technology.
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Item 2. Ma t'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 our Annual Report.

We operate on a 52- week or 53- week 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 periods followed by a 5-week period. An additional week is included in the fourth fiscal quarter approximately every five years to realign fiscal quarters with calendar quarters.

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 14 of this Quarterly Report on Form 10-Q and in our other SEC filings, including our Annual Report.
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 is one of the world's leading sound experience brands. As the inventor of multi-room wireless audio products, Sonos' innovation helps the world listen better by giving people access to the
content they love and allowing them to control it however they choose. Known for delivering an unparalleled sound experience, thoughtful design aesthetic, simplicity of use and an open platform,
Sonos makes a breadth of audio content available to anyone.

Our innovative products, seamless customer experience and expanding global footprint have driven 14 consecutive years of sustained revenue growth since our first product launch. 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.

Beginning in the first quarter of fiscal 2020, we began reporting our product revenue under the following new categories: Sonos speakers; Sonos system products; and Partner products and other
revenue to further align revenue reporting with the evolving nature of our products, customers' engagement across multiple categories and how we evaluate our business. Sonos speakers currently
include Play:1, Play:5, Sonos One SL, Playbar, Playbase, Sub and our voice-enabled Sonos One, Sonos Move and Sonos Beam. Sonos system products currently include Sonos Port, Sonos Amp and
Sonos Boost. Partner products and other revenue currently include module units sold through our IKEA partnership, architectural speakers sold through our Sonance partnership, accessories and other
revenue associated with other software, services or licensing revenue.

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
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assist us in making strategic decisions. Our key metrics are total revenue, products sold, adjusted EBITDA and adjusted EBITDA margin. The most directly comparable financial measure calculated
under U.S. GAAP for adjusted EBITDA is net income (loss). In the three months ended December 28, 2019 and December 29, 2018, we had net income of $70.8 million and $61.7 million,
respectively.
Three Months Ended
December 28,2019 December 29,2018

(in thousands, except percentages)

Total revenue 562,083 496,371

Products sold 2,940 2,408

Adjusted EBITDA $ 93,219 $ 87,418

Adjusted EBITDA margin 16.6% 17.6%
Products sold

Products sold represents the number of products that are sold during a period, net of returns. Products sold has been redefined to align with our new product revenue categories and includes the
sale of products in the Sonos speakers and Sonos system products categories as well as units sold through our partnerships with IKEA and Sonance from our Partner products and other revenue
category. Our historical products sold metric has been recast to reflect the change in product revenue categorization and now includes Sonos Boost and module units. Products sold excludes
accessories, which have not materially contributed to our revenue historically. 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, other income (expense), taxes and other items that
we do not consider representative of our underlying operating performance.

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 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, enhance the overall understanding of our past
performance and future prospects and allow for greater transparency with respect to key financial metrics 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 income, primarily resulting from interest income earned on our cash and cash equivalent balances;

* 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 the provision for or benefit from income tax that may result in payments that reduce cash available to us;

*  these non-GAAP financial measures do not reflect non-recurring expenses and other items that are not considered representative of our underlying operating performance which 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.
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The following table presents a reconciliation of net income to adjusted EBITDA:

Three Months Ended
December 28, December 29,
2019 2018
(in thousands, except percentages)
Net income 70,775 61,667
Add (deduct):
Depreciation 9,105 9,867
Stock-based compensation expense 13,204 9,032
Interest income (998) (273)
Interest expense 453 671
Other (income) expense, net (4,424) 3,999
Provision for income taxes 1,656 2,455
Legal and transaction related costs (V) 3,448 —
Adjusted EBITDA 93,219 87,418
Revenue 562,083 496,371
Adjusted EBITDA margin 16.6% 17.6%

(1

acquisition activity which we do not consider representative of our underlying operating performance.

Factors affecting performance

Legal and transaction related costs consist of expenses related to our IP litigation against Alphabet Inc. and Google LLC as well as legal and transaction costs associated with our recent

New product introductions. Since 2005, we have released a number of products in multiple audio categories. We intend to introduce new products that appeal to a broad set of consumers, as well
as bring our differentiated listening platform and experience to all the places and spaces where our customers listen to the breadth of audio content available, including outside of the home.

Seasonality. Historically, we have experienced the highest levels of revenue in the first fiscal quarter of the year coinciding with the holiday shopping season and our promotional activities.

Components of results of operations

Revenue

Beginning in the first quarter of fiscal 2020, we began reporting our product revenue under the following new categories: Sonos speakers, Sonos system products and Partner products and other
revenue to further align revenue reporting with the evolving nature of our products, how customers purchase across multiple categories and how we evaluate our business. We generate substantially all
of our revenue from the sale of Sonos speakers and Sonos system products. We also generate a portion of revenue from Partner products and other revenue sources, such as module revenue from our
IKEA partnership, architectural speakers from our Sonance partnership and accessories such as speaker stands and wall mounts, as well as professional services and licensing revenue. We attribute
revenue from our IKEA partnership to our APAC region, as our regional revenue is defined by the shipment location of the module units. 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. The introduction of new products may result in
an increase in revenue but may also impact revenue generated from existing products as consumers shift purchases to new products.

27



Table of contents

Cost of revenue

Cost of revenue consists of product costs, including costs of our contract manufacturers for production, component product costs, shipping and handling costs, tariffs, duty 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 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 mix through which we sell our products, the
foreign currency in which our products are sold and tariffs and duty costs implemented by governmental authorities.

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, prototype materials
and related 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.

Sales and marketing. Sales and marketing expenses 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 overhead costs.

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, information technology, litigation expenses, patent costs, related overhead and other administrative expenses.

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

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.

Provision for income taxes

We are subject to income taxes in the United States and foreign jurisdictions in which we operate. Foreign jurisdictions have statutory tax rates different from those in the United States.
Accordingly, our effective tax rate 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
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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. It is possible that within the next 12 months there may be sufficient
evidence to release a significant portion of the U.S. valuation allowance. Release of the U.S. valuation allowance would result in the establishment of certain deferred tax assets and a benefit to income
tax expense for the period the release is recorded which could have a material impact on net earnings. The exact timing and amount of the valuation allowance release are subject to change based on
the level of profitability achieved.
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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
December 28, December 29,
2019 2018
(Dollars in thousands) $ % $ %
Revenue $ 562,083 100.0% $ 496,371 100.0 %
Cost of revenue () 334,463 59.5 301,082 60.7
Gross profit 227,620 40.5 195,289 393
Operating expenses
Research and development () 52,526 9.3 37,095 7.5
Sales and marketing (V) 77,423 13.8 65,852 13.3
General and administrative () 30,209 5.4 23,823 4.8
Total operating expenses 160,158 28.5 126,770 25.5
Operating income 67,462 12.0 68,519 13.8
Other income (expense), net
Interest income 998 0.2 273 0.1
Interest expense (453) (0.1) (671) (0.1)
Other income (expense), net 4,424 0.8 (3,999) (0.8)
Total other income (expense), net 4,969 0.9 (4,397) 0.9)
Income before provision for income taxes 72,431 12.9 64,122 129
Provision for income taxes 1,656 0.3 2,455 0.5
Net income $ 70,775 126% $ 61,667 12.4 %
Adjusted EBITDA @ $ 93,219 16.6% $ 87,418 17.6 %
(1) Amounts include stock-based compensation expense as follows:
Three Months Ended
December 28, December 29,
2019 2018
$ % $ %
Cost of revenue $ 282 0.1% $ 184 —%
Research and development 5,116 0.9 3,604 0.7
Sales and marketing 3,541 0.6 2,681 0.5
General and administrative 4,265 0.8 2,563 0.5
Total stock-based compensation expense $ 13,204 23% $ 9,032 1.8%

(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” above.
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Comparison of the three and three months ended December 28, 2019 and December 29, 2018
Revenue

Comparison of the three months ended December 28, 2019 and December 29, 2018

Three Months Ended Change
December 28, 2019 December 29, 2018 $ %
(dollars in thousands)
Sonos speakers $ 466,677 $ 436,105 $ 30,572 7.0%
Sonos system products 61,521 52,434 9,087 17.3%
Partner products and other revenue 33,885 7,832 26,053 332.6%
Total revenue $ 562,083 $ 496,371  $ 65,712 13.2%

Total revenue grew for the three months ended December 28, 2019 compared to the three months ended December 29, 2018 due to growth in all product categories with the largest contribution
coming from our Sonos speakers and Partner products and other revenue categories.

Sonos speakers revenue growth was driven by the introduction of Sonos One SL and Sonos Move in September 2019. Sonos system product revenue growth was driven by the success of Sonos
AMP and and the launch of Sonos Port in September 2019. Partner products and other revenue growth was driven by the continued success of the IKEA relationship, which launched in the second
quarter of fiscal 2019.

Revenue for the three months ended December 28, 2019 compared to the three months ended December 29, 2018 increased 17.2 % in Americas and decreased 1.5% in EMEA. The increase in
APAC by 114.0% was primarily due to the recognition of IKEA related revenue in that region as our regional revenue is defined by the shipment location of the module units.

In constant currency U.S. dollars, total revenue increased by 14.5% for the three months ended December 28, 2019 compared to the three months ended December 29, 2018. 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.

Three Months Ended Change
December 28,2019  December 29, 2018 $ %
(products sold units in thousands)
Total products sold 2,940 2,408 532 22.1%

Volume growth of products sold for the three months ended December 28, 2019 compared to the three months ended December 29, 2018 was driven by growth in all product categories. The
volume growth was driven by module units sold as a part of the launch of our IKEA partnership in the second quarter of fiscal 2019 and the launches of several new products including Sonos One SL,
Sonos Move and Sonos AMP.
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Cost of revenue and gross profit

Comparison of the three months ended December 28, 2019 and December 29, 2018

Three Months Ended Change
December 28,2019  December 29, 2018 $ %
(dollars in thousands)
Cost of revenue $ 334,463 $ 301,082 $ 33,381 11.1%
Gross profit $ 227,620 $ 195,289 $ 32,331 16.6%
Gross margin 40.5% 39.3%

The increase in cost of revenue for the three months ended December 28, 2019 compared to the three months ended December 29, 2018 was driven by the increase in products sold and
approximately $19.6 million of tariffs on products imported to the U.S. from China. This increase was partially offset by product and material cost reductions and mix shifts.

Gross margin increased 120 basis points for the three months ended December 28, 2019 compared to the three months ended December 29, 2018. The increase was driven by volume and mix

shifts into higher margin products as well as product and material cost reductions. Excluding the effects of tariffs, gross margin would have been 44.0% for the three months ended December 28, 2019.
We calculate gross margin excluding the effects of tariffs by removing the impact of tariffs imposed on goods imported to the U.S. from China from gross profit divided by total revenue.

Research and development

Comparison of the three months ended December 28, 2019 and December 29, 2018

Three Months Ended Change
December 28, 2019 December 29,2018 $ %
(dollars in thousands)
Research and development $ 52,526 $ 37,095 $ 15,431 41.6%
Percentage of revenue 9.3% 7.5%

The increase in research and development expenses for the three months ended December 28, 2019 compared to the three months ended December 29, 2018 was primarily due to higher
personnel-related expenses of $10.3 million as we increased our headcount and added the Snips SAS team and an increase in product development costs, professional fees and other costs of $5.1
million as we continue to invest in new products and features.

Sales and marketing

Comparison of the three months ended December 28, 2019 and December 29, 2018

Three Months Ended Change
December 28, 2019 December 29, 2018 $ %
(dollars in thousands)
Sales and marketing $ 77,423 $ 65,852 $ 11,571 17.6%
Percentage of revenue 13.8% 13.3%

The increase in sales and marketing expenses for the three months ended December 28, 2019 compared to the three months ended December 29, 2018 was due to an increase of $5.8 million in
personnel-related costs, driven by
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higher wages and incentive compensation as well as customer care support and an increase in marketing and advertising and other costs of $5.7 million.

General and administrative

Comparison of the three months ended December 28, 2019 and December 29, 2018

Three Months Ended Change
December 28, 2019 December 29, 2018 $ %
(dollars in thousands)
General and administrative $ 30,209 $ 23,823 $ 6,386 26.8%
Percentage of revenue 5.4% 4.8%

The increase in general and administrative expenses for the three months ended December 28, 2019 compared to the three months ended December 29, 2018 was primarily due to an increase in
personnel-related costs of $3.6 million, driven by higher wages and incentive compensation, and an increase of $3.4 million in legal fees paid in connection with our IP litigation and our acquisition of
Snips SAS, partially offset by a decrease in other expenses.

Interest income, interest expense and other income (expense), net

Comparison of the three months ended December 28, 2019 and December 29, 2018

Three Months Ended Change
December 28,2019  December 29,2018 $ %
(dollars in thousands)
Interest income $ 998 8 273§ 725 *
Interest expense $ (453) $ 671) $ 218 (32.5)%
Other income (expense), net $ 4424  § (3,999) $ 8,423 *

* not meaningful

The increase in interest income for the three months ended December 28, 2019 compared to the three months ended December 29, 2018 was primarily due to higher balances and yields in our
cash and cash equivalents. The decrease in interest expense for the three months ended December 28, 2019 compared to the three months ended December 29, 2018 was primarily driven by a lower
principal balance. The increase in other income (expense), net for the three months ended December 28, 2019 compared to the three months ended December 29, 2018 was due to foreign currency
exchange gains.

Provision for income taxes

Comparison of the three months ended December 28, 2019 and December 29, 2018

Three Months Ended Change
December 28, 2019 December 29, 2018 $ %
(dollars in thousands)
Provision for income taxes $ 1,656  $ 2,455 $ (799) (32.5)%

Provision for income taxes decreased from $2.5 million for the three months ended December 29, 2018 to $1.7 million for the three months ended December 28, 2019. For the three-months ended
December 28, 2019, we recorded a provision for income taxes of $0.5 million for certain profitable foreign entities and $1.8 million for U.S. state income tax for a total provision of $2.3 million
before discrete items. We recorded a discrete income tax benefit of approximately $0.6 million as a result of a favorable release of uncertain tax positions in the U.S. coinciding with
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the issuance of the Base Erosion and Anti-Abuse Tax (“BEAT”) Regulations. For the three months ended December 28, 2019, we calculated our U.S. income tax provision using the discrete method
as though the interim year to date period was an annual period. We believe that the application of the estimated annual effective tax rate (“AETR”) method generally required by ASC 740 is
impractical for the U.S. tax provision given that normal deviations in the projected pre-tax net income (loss) in the U.S. could result in a disproportionate and unreliable effective tax rate under the
AETR method.

We recorded a provision for income taxes of $0.4 million for certain profitable foreign entities and a provision of $2.1 million for U.S. federal and state income tax for a total provision of $2.5
million for the three months ended December 29, 2018.
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Liquidity and capital resources

Our operations are financed primarily through cash flow from operating activities, net proceeds from the sale of our equity securities, including net proceeds of $90.6 million from the closing of
our IPO on August 6, 2018, and borrowings under our Term Loan and Credit Facility. As of December 28, 2019, our principal sources of liquidity consisted of cash flow from operating activities, cash
and cash equivalents of $408.4 million, including $ 108.4 million held by our foreign subsidiaries, proceeds from exercise of stock options 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 December 28, 2019, 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 to repatriate these funds.

We believe our existing cash and cash equivalent balances, cash flow from operations and committed credit lines will be sufficient to meet our working capital and capital expenditure needs for
the next 12 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, our planned 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 additional debt financing would result in increased debt
service obligations and the instruments governing such debt could provide for operating and financing covenants that would restrict our operations.

Debt obligations

Our debt obligations consist of the Credit Facility, the Term Loan and debt acquired in our acquisition of Snips SAS. Our short- and long-term debt obligations as of December 28, 2019 and
September 28, 2019 was as follows:

As of
December 28,2019 September 28, 2019
Rate Balance Rate Balance

(dollars in thousands)

Term Loan (D 42% $ 31,666 4.6% $ 33,333
Other debt @ 1,106 —
Unamortized debt issuance costs ) (141) (160)
Total indebtedness 32,631 33,173
Less short-term portion (9,439) (8,333)
Long-term debt $ 23,192 $ 24,840

(1) Due in October 2021, bears interest at a variable rate equal to an adjusted LIBOR plus 2.25% and is payable quarterly.
(2) Other debt consists of debt acquired through recent acquisition activity and was settled subsequent to the period of this report in January 2020.
(3) Debt issuance costs are recorded as a debt discount and recorded as interest expense over the term of the agreement.

The Credit Facility allows us to borrow up to $80.0 million restricted to the value of the borrowing base which is based on the value of our inventory and accounts receivable and is subject to
monthly redetermination. The Credit Facility matures in October 2021 and may be drawn as Commercial Bank Floating Rate Loans (at the higher of prime rate or adjusted LIBOR plus 2.50%) or
Eurocurrency Loans (at LIBOR plus an applicable margin). As of both December 28, 2019 and September 28, 2019, we did not have any outstanding borrowings and had $4.5 million in undrawn
letters of credit that reduce the availability under the Credit Facility.

Debt obligations under the Credit Facility and the Term Loan require that we maintain a consolidated fixed charge ratio of at least 1.0, restrict distribution of dividends unless certain conditions
are met, such as having a fixed
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charge ratio of at least 1.15, and require financial statement reporting and delivery of borrowing base certificates. As of December 28, 2019 and September 28, 2019, we were in compliance with all
financial covenants. The Credit Facility and the Term Loan are collateralized by eligible inventory and accounts receivable, as well as our intellectual property including patents and trademarks.

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

Three Months Ended

December 28, 2019 December 29, 2018
(In thousands)
Net cash provided by (used in):
Operating activities $ 118,840  $ 92,050
Investing activities (51,536) (5,372)
Financing activities 1,224 (105)
Effect of exchange rate changes 1,254 (133)
Net change in cash, cash equivalents and restricted cash $ 69,782 $ 86,440

Cash flows from operating activities

Net cash provided by operating activities of $118.8 million for the three months ended December 28, 2019 consisted of net income of $70.8 million, non-cash adjustments of $21.9 million and a
net increase in cash related to changes in operating assets and liabilities of $26.2 million. Non-cash adjustments primarily consisted of stock-based compensation expense of $13.2 million and
depreciation of $9.1 million. The change in operating assets and liabilities was primarily due to a decrease in inventory of $107.3 million due to the seasonality of our business, an increase in other
liabilities of $11.2 million and an increase in deferred revenue of $4.9 million. The increase in net change in operating assets and liabilities was offset by a decrease in accounts payable and accrued

expenses of $39.4 million related to the decrease in inventory, an increase in accounts receivable of $31.4 million due to the seasonality of our business, a decrease in accrued compensation of $14.6
million and an increase in other assets of $11.9 million.

Cash flows from investing activities

Cash used in investing activities for the three months ended December 28, 2019 of $51.5 million was primarily due to net cash paid for acquisition activity of $35.6 million as well as payments

for property and equipment, which were primarily comprised of manufacturing-related tooling and test equipment to support the launch of new products, leasehold improvements and marketing-
related product displays.

Cash flows from financing activities

Cash provided by financing activities for the three months ended December 28, 2019 of $1.2 million primarily consisted of proceeds from exercise of stock options of $8.0 million, partially offset
by payments for purchases of treasury stock of $5.1 million and repayments of borrowings of $1.7 million.

C i ts and contingencies

At December 28, 2019, we had $34.8 million in non-cancelable purchase commitments for inventory we expect to purchase in the remainder of fiscal 2020.

Off-balance sheet arrang t

We have not entered into any off-balance sheet arrangements, except as described above, 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.

Other than items discussed in Note 2 of our condensed consolidated financial statements, 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 our Annual Report.

Item 3. Quantitative and qualitative disclosures about market risk

We are exposed to financial market risks, including changes in currency exchange rates and interest rates. For quantitative and qualitative disclosures about market risk, refer to Part II, Item 7A,
Quantitative and Qualitative Disclosures About Market Risk, in our Annual Report. Our exposure to market risk has not changed materially, except as follows:

Foreign currency risk

Our inventory purchases are primarily denominated in U.S. dollars. Our international sales are primarily denominated in foreign currencies and any movement in the exchange rate between the
U.S. dollar and the currencies in which we conduct sales in foreign countries could have an impact on our revenue, principally for sales denominated in the euro and the British pound. A portion of our
operating expenses are incurred outside the United States and are denominated in foreign currencies, which are also subject to foreign currency exchange rate fluctuations. In certain countries where
we may invoice customers in the local currency our revenues benefit from a weaker dollar and are adversely affected by a stronger dollar. The opposite impact occurs in countries where we record
expenses in local currencies. In those cases, our costs and expenses benefit from a stronger dollar and are adversely affected by a weaker dollar.

We do not currently use foreign exchange contracts or derivatives to hedge any foreign currency exposures. The volatility of exchange rates depends on many factors that we cannot forecast with
reliable accuracy. Our continued international expansion increases our exposure to exchange rate fluctuations and, as a result, such fluctuations could have a significant impact on our future results of
operations.

We recognized a gain of $4.4 million and a loss of $4.0 million from foreign currency gains and losses for the three months ended December 28, 2019 and December 29, 2018, respectively. Based
on transactions denominated in currencies other than respective functional currencies as of December 28, 2019, a hypothetical adverse change of 10% would have resulted in an adverse impact on
income before provision for income taxes of approximately $6.4 million for the three months ended December 28, 2019.

Item 4. Controls and procedures

Evaluation of disclosure controls and procedures

Under the supervision and with the participation of our management, including the Chief Executive Officer and Chief Financial Officer, we have evaluated the effectiveness of our disclosure
controls and procedures as required under Rule 13a-15(b) under the Securities Exchange Act of 1934, as amended (“Exchange Act”) as of December 28, 2019. Based on that evaluation, the Chief
Executive Officer and Chief Financial Officer have concluded that these disclosure controls and procedures were effective at a reasonable assurance level as of the end of the period covered by this
Quarterly Report on Form 10-Q.
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Changes in internal control

There were no changes in our internal control over financial reporting in management's evaluation pursuant to Rule 13a-15(f) during the quarter ended December 28, 2019 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 8 of the notes to
our condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q, we were not 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 or consistent revenue growth.

We have experienced net losses in our recent annual periods. In the fiscal years ended September 28, 2019, September 29, 2018 and September 30, 2017, we had net losses of $4.8 million, $15.6
million and $14.2 million, respectively. We had an accumulated deficit of $137.6 million as of December 28, 2019. 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 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. Our ability to achieve
continued growth will depend on our ability to execute on our product roadmap and to determine the market opportunity for new products. New product introductions may adversely impact our gross
margin in the near to intermediate term due to the frequency of these product introductions and their anticipated increased share of our overall product volume. The 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.

39



Table of contents
Our operating results depend on a number of factors and are likely to fluctuate from quarter to quarter and year-over-year, 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 and year-over-year. We expect that this trend will continue as a result of
a number of factors as set forth in this Section 1A, many of which are outside of our control and may be difficult to predict, including:

»  seasonality in the demand for our products;

» the timing and success of new product introductions;

e competition;

«  the imposition of tariffs and other trade barriers, and the effects of retaliatory trade measures;

* fluctuations in component and manufacturing costs; and

« adverse litigation judgments, settlements or other litigation-related costs, especially from litigation involving alleged patent infringement or defense of our patents.

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 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 stock price of our common stock could fall substantially.

The success of our busi 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. We introduced our first voice-enabled speaker, Sonos One, in October 2017, our first voice-enabled home theater
speaker, Sonos Beam, in July 2018 and our first Bluetooth-enabled portable speaker with voice control, Sonos Move in September 2019. If the voice-enabled speaker 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 continue to grow, 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, some of which have developed or may develop and sell voice-enabled speaker products of their own as further described herein.

To remain c

itive and stimulate c d d, we must successfully manage frequent new product introductions and transitions.

/4

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. For example, in September 2019, we introduced Sonos One SL, a version of Sonos One
without built-in microphones, Sonos Move and Sonos Port. The successful introduction of new products depends on a number of factors, such as the timely completion of development efforts to
correspond with limited windows for market introduction. We face significant challenges in managing the risks associated with new product introductions and production ramp-up issues, including
accurately forecasting initial consumer demand, effectively managing any third-party strategic alliances or collaborative partnerships related to new product development or commercialization, as well as
the risk that new products may have quality or other defects in the early stages of introduction. New and upgraded products can also affect the sales and profitability of existing products. Accordingly, if
we cannot properly manage the introduction of new products, our operating results and financial condition may be adversely impacted, particularly if the cadence of new product introductions increases
as we expect.
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We are highly dependent on a key contract manufacturer to manufacture our products and our efforts to diversify manufacturers may not be successful.

We have historically depended on a single manufacturer, Inventec Appliances Corporation (“Inventec”), to manufacture our products. While we recently began using additional manufacturers to
manufacture some of our products, Inventec remains our key manufacturer for the vast majority of our production. Our reliance on Inventec increases the risk that, in the event of an interruption in
Inventec’s operations, we would not be able to maintain our production capacity 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. In the event of a termination of our agreement with Inventec, it would take a significant amount of time to increase our production with other
manufacturers or to identify and onboard a new manufacturer that has the capability and resources to build our products to our specifications in sufficient volume. Any material disruption in our
relationship with our manufacturers would harm our ability to compete effectively and satisfy demand for our products and could adversely impact our revenue, gross margin and operating results.

In addition, there is no guarantee that our efforts to diversify manufacturers will be successful. If we do not successfully coordinate the timely manufacturing and distribution of our products by such
manufacturers, if such manufacturers are unable to successfully and timely process our orders or if we do not receive timely and accurate information from such manufacturers, we may have an
insufficient supply of products to meet customer demand, we may lose sales, we may experience a build-up in inventory, we may incur additional costs, and our financial performance and reporting may
be adversely affected. We have also historically manufactured our products in China and have recently begun to diversify our supply chain through the addition of contract manufacturing in Malaysia.
By adding manufacturers in other countries, we may experience increased transportation costs, fuel costs, labor unrest, impact of natural disasters and other adverse effects on our ability, timing and cost
of delivering products, which may increase our inventory, decrease our margins, adversely affect our relationships with distributors and other customers and otherwise adversely affect our operating
results and financial condition.

We depend on a limited ber of third-party components suppliers and logistics providers.

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

We also use a small number of logistics providers for substantially all our product delivery to both distributors and retailers. If one of these providers were to experience financial difficulties or
disruptions in its business, 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. 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 the third-party suppliers and logistics providers on which our business depends. If any of these parties fails to perform its obligations to us, we may be unable to deliver
our products to customers in a timely manner. Further, we do not have long-term contracts with all of these parties, and there can be no assurance that we will be able to renew our contracts with them on
favorable terms or at all. We may be unable to replace an existing supplier or logistics provider or supplement a provider in the event we experience significantly increased demand. Accordingly, a loss
or interruption in the service of any key party could adversely impact our revenue, gross margin and operating results.
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The home audio and ¢ electronics i ies are highly competitive.

The markets in which we operate are extremely competitive and rapidly evolving, and we expect that competition will intensify in the future. Our competition includes established, well-known
sellers of speakers and sound systems such as Bang & Olufsen, Bose, Samsung (and its subsidiaries Harman International 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. In addition, many of our current and potential partners have business objectives that may drive them to sell their speaker products at a significant discount compared to ours.
Amazon and Google, for example, both currently offer their speaker products at significantly lower prices than Sonos One, Sonos Beam and Sonos Move. 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. 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 competitors have established, or may establish, cooperative relationships among themselves or with third parties to increase the abilities of their products to
address the needs of our prospective customers, and other companies may enter our markets by entering into strategic relationships with our competitors. A failure to effectively anticipate and respond to
these established and new competitors may adversely impact our business and operating results.

Further, our current and prospective competitors may consolidate with each other or acquire companies that will allow them to develop products that better compete with our products, which 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 competitors were to acquire one of
our content partners, the consolidated company may decide to disable the streaming functionality of its service with our products.

If we are unable to compete with these consolidated companies or if consolidation in the market disrupts our partnerships or reduces the number of companies we partner with, our business would
be adversely affected.

Conflicts with our distribution 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 who
have greater financial and technical resources than we do. 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 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.
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Competition with our technology partners could harm our business and operating results.

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 products that compete with 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. For example, we are
currently manufacturing and developing voice-enabled speaker systems that are enhanced with the technology of our partners, including those who sell competing products. We introduced Sonos One,
Sonos Beam and Sonos Move, which feature built in voice-enabled speakers powered by Amazon’s Alexa or Google’s Google Assistant technology. One or more of our partners could disable their
integration, terminate or not renew their distribution agreement with us, or begin charging us for their integration with our voice-enabled products. For example, our current agreement with Amazon
allows Amazon to disable the Alexa integration in our voice-enabled products with limited notice. We cannot assure you that we will be successful in establishing partnerships with other companies that
have developed voice-control enablement technology or in developing such technology on our own.

If one or more of our technology partners do not maintain their integration with our products or seek to charge us for this integration, or if we have not developed alternative partnerships for similar
technology or developed such technology on our own, our sales may decline, our reputation may be harmed and our business and operating results may suffer.

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 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 products, or seek to charge us for this streaming. If this were to happen, demand for our products could decrease, our costs could increase 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 manufacturers;our ability to do so accurately could be affected by many factors, including changes in customer
demand, new product introductions, sales promotions, channel inventory levels and general economic conditions. 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 impair the strength of our brand. In addition, excess inventory may
result in reduced working capital, which could adversely affect our ability to invest in other important areas of our business such as marketing and product development. If our channel partners have
excess inventory of our products, they may decrease their purchases of our products in subsequent periods. If demand exceeds our forecast and we do not have sufficient inventory to meet this demand,
we would have to rapidly increase production which may result in reduced manufacturing quality and customer satisfaction as well as 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 the fourth quarter of our fiscal year. 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 fiscal 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. 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 Tuneln. If the streaming music market in general fails to expand or if the streaming services that we partner
with are not successful, demand for our products may suffer and our operating results may be adversely affected.

If we are 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, which
requires 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, many of which are outside of our control. Our inability to adequately
respond to these risks and uncertainties or to successfully maintain and expand our direct-to-consumer business via our website may have an adverse impact on our results of operations.

Additionally, the expansion of our direct-to-consumer channel could alienate some of our channel partners and cause a reduction in product sales from these partners. Channel partners may perceive
themselves to be at a disadvantage based on the direct-to-consumer sales offered through our website. Due to these and other factors, conflicts in our sales channels could arise and cause channel partners
to divert resources away from the promotion and sale of our products 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 our products or may make access to our mobile app more difficult. Any of these situations could
adversely impact our business and results of operations.

We sell our products through a limited ber of key ch I partners, and the loss of any such channel partner would adversely impact our business.

We are dependent on our channel partners for a vast majority of our product sales. Some of our key channel partners include Best Buy, which accounted for 16% of our revenue in fiscal 2019, and
the ALSO Group, our distributor in Germany, Sweden, Denmark and Norway, which accounted for 10% of our revenue in fiscal 2019. We compete with other consumer products for placement and
promotion of our products in the stores of our channel partners, including in some cases products of our channel partners. Our contracts with our channel partners allow them to exercise significant
discretion in the placement and promotion of our products, and such contracts do not contain any long-term volume commitments. If one or several of our channel partners do not effectively market and
sell our products, discontinue or reduce the inventory of our products, increase the promotions of or choose to promote competing products over ours, the volume of our products sold to customers could
decrease, and our business and results of operations would therefore be significantly harmed.

Revenue from our channel partners also 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, consolidate with other channel partners or limit or cease operations, our business and results of operations would be significantly harmed. Loss of a key channel partner would require
us to identify alternative channel partners or increase our direct-to-consumer sales efforts, which may be time-consuming and expensive or we may be unsuccessful in our efforts to do so.

A significant disruption in our websites, servers or infor ion technology s or those of our third-party partners, could impair our customers’ listening experience or otherwise adversely
affect our c 's, damage our rep ion or harm our business.

As a consumer electronics company, our website and mobile app are important presentations of our business, identity and brand and an important means of interacting with, and providing
information to, consumers of our products. We depend on our servers and centralized information technology systems, and those of third parties, for product functionality, to manage operations and to
store critical information and intellectual property. Accordingly, we allocate significant resources to
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maintaining our information technology systems and deploying network security, data encryption, training and other measures to protect against unauthorized access or misuse. Nevertheless, our website
and information technology systems, and those of the third parties we rely on, are susceptible to damage, viruses, disruptions or shutdowns due to foreseeable and unforeseeable events. System failures
and disruptions could impede the manufacturing and shipping of products, functionality of our products, transactions processing and financial reporting, and result in the loss of intellectual property or
data, require substantial repair costs and damage our reputation, competitive position, financial condition and results of operations.

For example, we use Amazon Web Services (“AWS”) to maintain the interconnectivity of our mobile app to our servers and those of the streaming services that our customers access to enjoy our
products. Because AWS runs its own platform that we access, we are vulnerable to both system-wide and Sonos-specific service outages at AWS. Our access to AWS’ infrastructure could be limited by
a number of potential causes, including technical failures, natural disasters, fraud or security attacks that we cannot predict or prevent.

Additionally, our products may contain flaws that make them susceptible to unauthorized access or use. For example, we previously discovered a vulnerability in our products that could be
exploited when a customer visited a website with malicious content, allowing the customer’s local network to be accessed by third parties who could then gain unauthorized access to the customer’s
playlists and other data and limited control of the customer’s devices. While we devote significant resources to address and eliminate flaws and other vulnerabilities in our products, there can be no
assurance that our products will not be compromised in the future. Any such flaws or vulnerabilities, whether actual or merely potential, could harm our reputation, competitive position, financial
condition and results of operations.

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

We rely upon the ability of consumers to access our service through the internet. If network operators block, restrict or otherwise impair access to our service over their networks, our service and
business could be negatively affected. To the extent that network operators implement usage-based pricing, including meaningful bandwidth caps, or otherwise try to monetize access to their networks
by data providers, we could incur greater operating expenses. Furthermore, to the extent network operators create tiers of internet access service and either charge us for or prohibit us from being
available through these tiers, our business could be negatively impacted.

Further, 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. Net neutrality rules, which were designed to ensure that all online content is treated the same by ISPs and other companies that provide broadband services, were repealed by the Federal
Communications Commission ("FCC") effective June 2018. Although the FCC has preempted state jurisdiction on net neutrality, some states have taken executive action directed at reinstating aspects of
the FCC’s 2015 order. Further, while many countries, including across the European Union, have implemented net neutrality rules, in others, the laws may be nascent or non-existent. The absence or
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. In addition, given uncertainty around these rules, including changing interpretations, amendments or repeal, coupled with
potentially significant political and economic power of local network operators, we could experience discriminatory or anti-competitive practices that could impede our growth, cause us to incur
additional expense or otherwise negatively affect our business.

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.
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Our continued success depends on our reputation for providing high-quality products and consumer experiences, and the “Sonos” name is critical to preserving and expanding our business. Our
brand and reputation are dependent on a number of factors, including our marketing efforts, product quality, and trademark protection efforts, each of which requires significant expenditures.

The value of our brand could also be severely damaged by isolated incidents, which may be outside of our control. For example, in the United States, we rely on custom installers of home audio
systems for a significant portion of our sales but maintain no control over the quality of their work and thus could suffer damage to our brand or business to the extent such installations are unsatisfactory
or defective. Any damage to our brand or reputation may adversely affect our business, financial condition and operating results.

Our efforts to expand beyond our core product offerings and offer products with applications outside the home may not succeed and could adversely impact our business.

We may seek to expand beyond our core sound systems and develop products that have wider applications outside the home, such as commercial or office. Developing these products 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 to pursue such an expansion successfully. We have less familiarity with consumer preferences for these products
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 have and may continue to discontii ipport for older versions of our products, resulting in ¢ dissatisfaction that could negatively affect our business and operating results.

We have historically maintained, and we believe our customers may expect, extensive backward compatibility for our older products and the software that supports them, allowing older products to
continue to benefit from new software updates. We expect that in the near term, this backward compatibility will no longer be practical or cost-effective, and we may decrease or discontinue service for
our older products. We recently announced that certain legacy products will continue to work but will no longer receive software updates (other than bug fixes and patches) beginning in May 2020. To
the extent we no longer provide extensive backward capability for our products, we may damage our relationship with our existing customers, as well as our reputation, brand loyalty and ability to attract
new customers.

For these reasons, any decision to decrease or discontinue backward capability may decrease sales, generate legal claims and adversely affect our business, operating results and financial condition.
Product quality issues and a higher-than-expected number of warranty claims or returns could harm our business and operating results.

The products that we sell could contain defects in design or manufacture. Defects could also occur in the products or components that are supplied to us. There can be no assurance we will be able to
detect and remedy all defects in the hardware and software we sell, which could result in product recalls, product redesign efforts, loss of revenue, reputational damage and significant warranty and other
remediation expenses. Similar to other consumer electronics, our products have a risk of overheating and fire in the course of usage or upon malfunction. Any such defect could result in harm to property
or in personal injury. If we determine that a product does not meet product quality standards or may contain a defect, the launch of such product could be delayed until we remedy the quality issue or
defect. The costs associated with any protracted delay necessary to remedy a quality issue or defect in a new product could be substantial.

We generally provide a one-year warranty on all our products, except in the European Union (the “EU”) and select other countries where we provide a two-year warranty on all our products. The
occurrence of any material defects in our products could expose us to liability for warranty claims in excess of our current reserves, and we could incur significant costs to correct any defects, warranty
claims or other problems. In addition, our failure to comply with past, present and future laws regulating extended warranties and accidental damage coverage could result in reduced sales of our
products, reputational damage, penalties and other sanctions, which could harm our business and financial condition.
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The loss of one or more of our key personnel, or our failure to attract, assimilate and retain other highly qualified personnel in the future, could harm our business.

We depend on the continued services and performance of our key personnel. The loss of key personnel, including key members of management as well as our product development, marketing, sales
and technology personnel, could disrupt our operations and have an adverse effect on our ability to grow our business. In addition, the loss of key personnel in our finance and accounting departments
could harm our internal controls, financial reporting capability and capacity to forecast and plan for future growth. Further, the market for highly skilled workers and leaders in our industry is extremely
competitive. If we do not succeed in attracting, hiring and integrating high-quality personnel or in retaining and motivating existing personnel, we may be unable to grow effectively, and our financial
condition may be harmed.

Natural disasters, geopolitical unrest, war, terrorism, 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 manufacturers, our suppliers or customers, and could decrease demand for our products, create delays and inefficiencies in our supply
chain and make it difficult or impossible for us to deliver products to our customers. Further, our headquarters are located in Santa Barbara, 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 or Malaysia, could impose significant damage to our ability to conduct our business
and could require substantial recovery time, which could have an adverse effect on our business, operating results and financial condition.

We may 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. 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, or we may be subject to an unfavorable judgment in a trial, and the terms of a settlement or judgment against us may be unfavorable and
require us to cease some or all our operations, limit our ability to use certain technologies, pay substantial amounts to the other party or issue additional shares of our capital stock to the other party,
which would dilute our existing stockholders. Further, if we are found to have engaged in practices that are in violation of a third party’s rights, we may have to negotiate a license to continue such
practices, which may not be available on reasonable or favorable terms, develop alternative, non-infringing technology or discontinue the practices altogether. Each of these efforts could require
significant effort and expense and ultimately may not be successful.

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 or 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, on
January 7, 2020, we filed a complaint with the U.S. International Trade Commission against Alphabet Inc. and Google LLC and a lawsuit in the U.S. District Court for the Central District of California
against Google LLC, alleging patent infringement of certain Sonos patents related to our smart speakers and related technology. The cost of defending our intellectual property has been and may in the
future be substantial, and there is no assurance we will be successful. Our business could be adversely affected as a result of any such actions, or a finding that any patents-in-suit are invalid or
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unenforceable. These actions have led and may in the future 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.

In addition, the regulations of certain foreign countries do not protect our intellectual property rights to the same extent as the laws of the United States. As our brand grows, we will likely discover
unauthorized products in the marketplace that are counterfeit reproductions of our products. If we are unsuccessful in pursuing producers or sellers of counterfeit products, continued sales of these
products could adversely impact our brand, business, financial condition and results of operations.

Our use of open source software could negatively affect our ability to sell our products and subject us to possible litigation.

We incorporate open source software into our products, and we may continue to incorporate open source software into our products in the future. Open source software is generally licensed by its
authors or other third parties under open source licenses. Some of these licenses contain requirements that we make available source code for modifications or derivative works we create based upon the
open source software and that we license such modifications or derivative works under the terms of a particular open source license or other license granting third parties certain rights of further use.
Additionally, if a third-party software provider has incorporated open source software into software that we license from such provider, we could be required to disclose any of our source code that
incorporates or is a modification of our licensed software. If an author or other third party that distributes open source software that we use or license were to allege that we had not complied with the
conditions of the applicable license, we could be required to incur significant legal expenses defending against those allegations and could be subject to significant damages, enjoined from offering or
selling our products that contained the open source software and required to comply with the above conditions. Any of the foregoing could disrupt and harm our business and financial condition.

Any cybersecurity breaches or our actual or perceived failure to comply with such legal obligations by us, or by our third-party service providers or partners, could harm our business.

We collect, store, process and use our customers’ personally identifiable information and other data, and we rely on third parties that are not directly under our control to do so as well. While we
take measures intended to protect the security, integrity and confidentiality of the personal information and other sensitive information we collect, store or transmit, we cannot guarantee that inadvertent
or unauthorized use or disclosure will not occur, or that third parties will not gain unauthorized access to this information. There have been a number of recent reported incidents where third parties have
used software to access the personal data of their partners” customers for marketing and other purposes.

If we or our third-party service providers were to experience a breach, disruption or failure of systems compromising our customers’ data, or if one of our third-party service providers or partners
were to access our customers’ personal data without our authorization, our brand and reputation could be adversely affected, use of our products could decrease and we could be exposed to a risk of loss,
litigation and regulatory proceedings. In addition, a breach could require expending significant additional resources related to the security of information systems and disrupt our operations.

The use of data by our business and our business associates is highly regulated in all our operating countries. Privacy and information-security laws and regulations change, and compliance with
them may result in cost increases due to, among other things, systems changes and the development of new processes. If we or those with whom we share information fail to comply with laws and
regulations, such as the General Data Protection Regulation (GDPR) and California Consumer Privacy Act (CCPA), our reputation could be damaged, possibly resulting in lost business, and we could be
subjected to additional legal risk or financial losses as a result of non-compliance. Complying with such laws may also require us to modify our data processing practices and policies and incur
substantial expenditures.

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 2019, 50.0% of our revenue was generated outside the
United States. This subjects us to a variety of risks inherent in doing business internationally, including:

* fluctuations in currency exchange rates and costs of imposing currency exchange controls;
»  political, social and/or economic instability such as such as the United Kingdom's withdraw from the European Union, commonly known as "Brexit”;
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*  higher levels of credit risk and payment fraud and longer payment cycles associated with, and increased difficulty of payment collections from certain international customers;
*  burdens and risks of complying with a number and variety of foreign laws and regulations, including the Foreign Corrupt Practices Act

* laws and regulations may change from time to time unexpectedly and may be unpredictably enforced,

*  potential negative consequences from changes in or interpretations of U.S. and foreign tax laws;

» the cost of developing connected products for countries where Wi-Fi technology has been passed over in favor of more advanced cellular data networks;

« tariffs, trade barriers and duties;

»  protectionist laws and business practices that favor local businesses in some countries;

«  reduced protection for intellectual property rights in some countries;

« difficulties and associated costs in managing multiple international locations; and

¢ delays from customs brokers or government agencies.

If we are unable to manage the complexity of our global operations successfully, or if the risks above become substantial for us, our financial performance and operating results could suffer. Further,
any measures that we may implement to reduce risks of our international operations may not be effective, may increase our expenses and may require significant management time and effort. Entry 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.

We have significant operations in China, where many of the risks listed above are particularly acute. China experiences high turnover of direct labor due to the intensely competitive and fluid
market for labor, and 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. In addition, 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. For example, the U.S. government has imposed significant new tariffs on China related to the importation of certain product categories, which currently affect our products. In May 2019, tariffs
on accessories were increased to 25% and tariffs on other imports were imposed at 15% effective September 2019, which will be reduced to 7.5% effective February 2020 as part of a “Phase One”
agreement between the U.S. and China on trade matters. In the event that future tariffs are imposed on imports of our products, the amounts of existing tariffs are increased, or China or other countries
take retaliatory trade measures in response to existing or future tariffs, our business may be impacted and we may be required to raise prices or make changes to our operations, any of which could
materially harm our revenue or operating results. In response to future tariffs, we may further 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.

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 or change from time to time, further increasing the cost of compliance and doing business. Our products may require regulatory approvals or satisfaction of other regulatory
concerns in the various jurisdictions in which they are manufactured, sold or both. These requirements create procurement and design challenges that require us to incur additional costs identifying
suppliers and manufacturers who can obtain and produce compliant materials, parts and products. Failure to comply with such requirements can subject us to liability, additional costs and reputational
harm and, in extreme cases, force us to recall products or prevent us from selling our products in certain jurisdictions.
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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.

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. 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 28, 2019, we had gross U.S. federal net operating loss carryforwards of $60.6 million, which expire beginning in 2035, and gross state net operating loss carryforwards of $36.2
million, which expire beginning in 2025, as well as $16.1 million in foreign net operating loss carryforwards, of which $1.4 million have an indefinite life. As of September 28, 2019, we also had U.S.
federal research and development tax credit carryforwards of $33.8 million and state research and development tax credit carryforwards of $25.9 million, which will expire beginning in 2025 and 2024,
respectively. It is possible that we will not generate taxable income in time to use our net operating loss carryforwards before their expiration.

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 Term Loan and Credit Facility 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 the condition of the capital markets at the time we seek financing. We cannot assure you that additional financing will be available to us on favorable
terms if and when required, or at all.

We 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. These acquisitions and other transactions and arrangements involve
significant challenges and risks, including not advancing our business strategy, receiving an unsatisfactory return on our investment, difficulty integrating and retaining new employees, business systems,
and technology, or distracting management from our other business initiatives. If an arrangement fails to adequately anticipate changing circumstances and interests of a party, it may result in early
termination or renegotiation of the arrangement. The success of these transactions and arrangements will depend in part on our ability to leverage them to enhance our existing products or develop
compelling new ones. It may take longer than expected to realize the full benefits from these transactions and arrangements such as increased revenue or enhanced efficiencies, or the benefits may
ultimately be smaller than we expected. These events could adversely affect our consolidated financial statements.

e will need to improve our financial and operati, K 0 our growth effectively an t our increasingly ¢ x business arr and an inability to do so could harm
We will need t 1 and op l sy 1 g th tively and supp gly iplex b g t d bility to d ld h
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, which requires management time and may result in significant additional expense. 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. We cannot be certain that we will institute, in a timely manner or at all, the improvements to our managerial,
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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, inhibit our ability to expand or take advantage of market
opportunities, cause harm to our reputation and result in errors in our financial and other reporting, any of which could harm our business and operating results.

If we fail to maintain an effective system of internal controls in the future, we may experience a loss of investor confidence and an adverse impact to our stock price.

Pursuant to the Sarbanes-Oxley Act of 2002, we are required to document and test our internal control procedures and to provide a report by management on internal control over financial reporting,
including management’s assessment of the effectiveness of such control. We previously reported and remediated material weaknesses in internal control over financial reporting. Completion of
remediation does not provide assurance that our remediation or other controls will continue to operate properly. If we are unable to maintain effective internal control over financial reporting or
disclosure controls and procedures, our ability to record, process and report financial information accurately, and to prepare consolidated financial statements within required time periods could be
adversely affected, which could subject us to litigation or investigations requiring management resources and payment of legal and other expenses, negatively affect investor confidence in our
consolidated financial statements and adversely impact our stock price.

Risks related to ownership of our common stock

The stock price of our common stock has been and may continue to be volatile or may decline regardless of our operating performance.

The stock price of our common stock has been and may continue to be volatile. 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 $9.58 to $21.69 through December 28, 2019. The stock price of our common stock may fluctuate significantly in response to numerous factors in addition to
the ones described in the preceding Risk Factors, many of which are beyond our control, including:

»  overall performance of the equity markets and the economy as a whole;

»  changes in the financial projections we or third parties may provide to the public or our failure to meet these projections;

+ actual or anticipated changes in our growth rate relative to that of our competitors;

* announcements of new products, or of acquisitions, strategic partnerships, joint ventures or capital- raising activities or commitments, by us or by our competitors;

» additions or departures of key personnel;

« failure of securities analysts to 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;

*  sales of shares of our common stock by us or our stockholders particularly sales by our directors, executive officers and significant stockholders, or the perception that these sales could occur;
and

» additional stock issuances that result in significant dilution to shareholders.

In addition, the stock market with respect to newly public companies, particularly companies in the technology industry, has experienced significant price and volume fluctuations that have affected
and continue to affect the stock prices of these companies. In the past, stockholders have instituted securities class action litigation following periods of market volatility. If we were to become involved
in securities litigation, it could subject us to substantial costs, divert resources and the attention of management from our business and adversely affect our business.

We do not intend to pay dividends for the for ble future.

We have never declared or paid any cash dividends on our common stock, and we do not intend to pay any cash dividends in the foreseeable future. We anticipate that we will retain all our future
earnings for use in the development of our business and for general corporate purposes. Any determination to pay dividends in the future will be at the discretion of the Board. Accordingly, investors
must rely on sales of their common stock after price appreciation, which may never occur, as the only way to realize any future gains on their investments. In addition, the terms of our credit facilities
contain restrictions on our ability to declare and pay cash dividends on our capital stock.
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Certain provisions in our corporate charter documents and under Delaware law may prevent or hinder attempts by our stockholders to change our management or to acquire a controlling interest
in us.

There are provisions in our restated certificate of incorporation and restated bylaws that may make it difficult for a third party to acquire, or attempt to acquire, control of our company, even if a
change in control were considered favorable by our stockholders. These anti-takeover provisions include:

¢ aclassified Board so that not all members of the Board are elected at one time;

« the ability of the Board to determine the number of directors and fill any vacancies and newly created directorships;

* arequirement that our directors may only be removed for cause;

* aprohibition 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

« aprohibition on stockholder actions by written consent, thereby requiring that all stockholder actions be taken at a meeting of our stockholders.

In addition, our restated certificate of incorporation provides that the Delaware Court of Chancery is the exclusive forum for any derivative action or proceeding brought on our behalf; any action
asserting a breach of fiduciary duty; any action asserting a claim against us arising pursuant to the Delaware General Corporation Law (the “DGCL”), our restated certificate of incorporation or our
restated bylaws; or any action asserting a claim against us that is governed by the internal affairs doctrine. Our restated certificate of incorporation also provides that the federal district courts of the
United States will be the exclusive forum for resolving any complaint asserting a cause of action arising under the Securities Act (the “Federal Forum Provision™). In December 2018, the Delaware Court
of Chancery found that provisions such as the Federal Forum Provision are not valid under Delaware law. Consequently, we do not intend to enforce the Federal Forum Provision in our restated
certificate of incorporation unless and until such time there is a final determination by the Delaware Supreme Court regarding the validity of provisions such as the Federal Forum Provision. To the
extent the Delaware Supreme Court makes a final determination that provisions such as the Federal Forum Provision are not valid as a matter of Delaware law, the Board intends to amend our restated
certificate of incorporation to remove the Federal Forum Provision.

Further, Section 203 of the Delaware General Corporation Law may discourage, delay or prevent a change in control of our company. Section 203 imposes certain restrictions on mergers, business
combinations, and other transactions between us and holders of 15% or more of our common stock.
Item 2. Unregistered sales of equity securities and use of proceeds
Recent sales of unregistered securities
None.
Issuer purchases of equity securities

The following table presents information with respect to our repurchase of common stock during the quarter ended December 28, 2019.
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Total Number of Shares Approximate Dollar Value of

Purchased as Part of Shares that May Yet Be
Total Number of Shares Average Price Paid per Publicly Announced Plans or Purchased Under the Plans or
Period Purchased(1) Share Programs Programs
Sept 29 - Oct 26 107,602  § 12.89 107,602  § 48,611
Oct 27 - Nov 23 115339  § 12.81 115339 § 47,131
Nov 24 - Dec 28 4300 $ 12.98 4300 $ 47,075
Total 227,241 227,241

(1) In September 2019, the Board of Directors authorized a common stock repurchase program of up to $50.0 million. See Note 9. Stockholders’ Equity for further information. The Company
withholds shares of common stock from certain employees in connection with the vesting of restricted stock unit awards issued to such employees to satisfy applicable tax withholding requirements.
Although these withheld shares are not issued or considered common stock repurchases under our stock repurchase program and therefore are not included in the preceding table, they are treated as
common stock repurchases in our financial statements as they reduce the number of shares that would have been issued upon vesting.

Use of proceeds from registered securities

On August 1, 2018, our registration statement on Form S-1 (No. 333-226076) was declared effective by the SEC for the IPO of our common stock. There has been no material change in the
planned use of proceeds from our IPO from that described in the final prospectus filed pursuant to Rule 424(b) under the Securities Act and other periodic reports previously filed with the SEC.
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Item 6. Exhibit index

Exhibit Incorporated by reference Filed or furnished
number Exhibit title Form File no. Exhibit Filing date herewith
10.1 Offer Letter between Edward Lazarus and the Registrant. dated December 5. 2018 X
10.2 2018 Equity Incentive Plan and forms of agreement thereunder X
31.1 Certification of Chief Executive Officer pursuant to Rules 13a-14(a) and Rule 15d- X
14(a) of the Exchange Act
31.2 Certification of Chief Financial Officer pursuant to Rules 13a-14(a) and Rule 15d- X
14(a) of the Exchange Act
32.1%* Certification of Chief Executive Officer pursuant to Rule 13a-14(b) of the Exchange X

Act and 18 U.S.C. Section 1350. as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

32.2% Certification of Chief Financial Officer pursuant to Rule 13a-14(b) of the Exchange X
Act and 18 U.S.C. Section 1350. as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002
101 The following financial statements from the Company's Quarterly Report on Form X
10-Q for the quarter ended December 28, 2019, formatted in Inline XBRL: (i)
Condensed consolidated balance sheets, (ii) Condensed consolidated statements of
operations and comprehensive income, (iv) Condensed consolidated statements of
stockholders' equity, (v) Condensed consolidated statements of cash flows and (vi)
Notes to condensed consolidated financial statements, tagged as blocks of text and
including detailed tags

104 Cover Page Interactive Data File (formatted as Inline XBRL and contained in X
Exhibit 101)

*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, as amended, 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: February 5, 2020 By: /s/ Patrick Spence
Patrick Spence
Chief Executive Officer and Director
(Principal Executive Officer)
Date: February 5, 2020 By: /s/ Brittany Bagley

Brittany Bagley
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
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SONOS

December 5, 2018
Dear Eddie:

We're thrilled to offer you a position with Sonos!

In the exempt position of General Counsel you'll be based in our Santa Barbara office reporting to Patrick
Spence, the Chief Executive Officer.

This letter outlines information related to your compensation and benefits. Attached to this letter is an
Addendum A which contains the “Employee Agreement’. The Employee Agreement describes
additional material terms and conditions of your employment. You should read this offer letter and the
attached Employee Agreement carefully.

Base Salary

If you decide to join Sonos, you will be paid an initial annual salary of $350,000 (your “Base Salary”),
which will be paid semi-monthly in accordance with Sonos’ normal payroll practices as established or
modified from time to time. Your Base Salary shall be subject to all of the required and elected taxes and
withholdings.

Sign-On Bonus

After you commence employment with Sonos, you will receive a sign-on bonus in the gross amount of
$21,000.00. The sign-on bonus will be paid to you on the first payroll period following your start date as
detailed below.

Bonus Eligibility

You will also be eligible for a discretionary target 25% bonus of your annual base salary, which is
based solely on the company’s performance against its annual target for revenue growth and
operating profit. In addition, you must commence employment prior to August 31 to be eligible to
receive a pro-rated discretionary bonus for the current fiscal year which runs October to
September. Sonos reserves the right to change its discretionary bonus criteria from time to time
based on company performance.

Equity Award

If you decide to join Sonos, at the first meeting of the Compensation Committee (the “Committee”)
of Sonos' Board of Directors following your start date (‘“Committee Meeting”) it will be
recommended that Sonos grant you an option to purchase shares of Sonos' Common Stock and,
once the shares of Sonos’ Common Stock are publicly traded, restricted stock units (‘RSUs")
settleable in shares of Sonos’ Common Stock. Subject to approval by the Committee, the option
grant will give you the right to purchase up to 200,000 shares of Common Stock at a price per
share equal to the fair market value of Sonos’ Common Stock on the date of grant, as determined
by the Committee at the Committee Meeting, and the grant of RSUs will give you the right to
receive shares of Common Stock in an aggregate value of up to $800,000, as determined by the
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Committee on the date of grant.

The option shares and the RSUs will vest as follows: 25% of the shares subject to the option grant,
and 25% of the RSUs, will vest 12 months after your start date, subject to your continuing
employment with Sonos on such date. The remaining option shares and RSUs will vest quarterly
over the next three years in equal quarterly installments, in each case, however, subject to your
continuing employment with Sonos on each such vesting date.

The option and RSU grants will be subject to the terms and conditions of Sonos' 2018 Equity
Incentive Plan and Sonos’ standard forms of award agreements thereunder.

Relocation

Plus Relocation, our relocation vendor, will provide reimbursement and assistance with costs related to
relocation such as movers, temporary housing, etc., up to a total maximum of $30,000, subject to your
execution of the Relocation Agreement, the terms and conditions outlined therein, the Company's
Relocation Policy, and applicable IRS rules.

Benefits

Regular full-time employees working 30 or more hours per week will be eligible to receive benefits that
are provided to U.S. employees. These presently include benefits such as life and health (medical, dental
& vision) insurance, paid time off, a 401(k) plan, and tuition reimbursement. For a more detailed
understanding of the benefits and the eligibility requirements, please consult the summary plan
descriptions for the programs and Sonos' Employee Handbook, which will be made available to you
during your new hire orientation. Sonos reserves the right to discontinue, suspend, or to modify such
plans, programs and practices.

! T | Condit f Empl

There are several important terms and conditions of employment at Sonos of which you should be aware.
These terms, which are explained in the attached Employee Agreement, generally apply to all U.S.
employees of Sonos in the same manner as they will apply to you. This offer of at-will employment is
expressly conditioned upon a satisfactory background check, and your acceptance and execution of both
the Employee Agreement and Arbitration Agreement (respectively attached as Addendum A and B).

Please accept this offer by signing and dating below no later than December 7, 2018. If you
accept our offer, we anticipate that your first day of employment would be Wednesday January 2,
2019. In accepting this offer of employment, you represent and warrant that you are not relying upon
any representation or statement except those terms set forth in this letter. You acknowledge that this
letter supersedes all prior representations regarding the terms and condition of your employment.

We look forward to having you join us as we lead the music-listening revolution.

Sincerely,
Edward Peter Lazarus Sonos, Inc.
DocuSigned by:
= }%‘W‘—-—""

Emp SIGNATURE '

2018-12-07 Anna Fraser

Chief People Officer

SIGNATURE DATE
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Addendum A

Employee Agreement
(At-Will Employment, Confidential Information, and Invention Assignment Agreement)

As a condition of your employment with Sonos, Inc., its subsidiaries, affiliates, successors
or assigns (collectively, “Sonos”), and in consideration of your employment with Sonos and your
receipt of the compensation now and hereafter paid to you by Sonos, you agree to the following
terms and conditions outlined in this At Will Employment, Confidential Information, and Invention
Assignment Agreement (‘Employee Agreement”). This Employee Agreement shall be effective
as of the date you sign below. Terms not defined herein shall have the meaning set forth in the
accompanying offer letter.

1. Specifics of Employment.

A. At-Will Employment. Your employment shall be on an at-will basis. As an
at-will employee, either you or Sonos can terminate your employment at any time and for any
reason or no reason, with or without prior notice. As a result, nothing in the offer letter (including
the Addendum(s) ) is a promise or guarantee of employment for any specific period of time or
continued employment. Any contrary representations, which may have been made to you, are
superseded by this Employee Agreement. Sonos also retains the right to make all other decisions
concerning your employment (e.g., changes to your position, title, level, responsibilities,
compensation, job duties, reporting structure, work location, work schedule, goals or any other
managerial decisions) at any time, with or without cause or advance notice, as it deems
appropriate in its sole discretion. Although your job duties, title, compensation and benefits, as
well as Sonos’ personnel policies and procedures, may change from time to time, the “at will”
nature of your employment may only be changed in an express written agreement signed byyou
and a duly authorized officer of Sonos.

By signing this employment agreement, you understand and acknowledge that
your employment with Sonos is for an unspecified duration and constitutes “at-will” employment.
You also understand that any representation to the contrary is unauthorized and not valid unless
obtained in writing and signed by the chief executive officer of Sonos. You acknowledge thatthis
employment relationship may be terminated at any time, with or without good cause or for any or
no cause, at the option either of Sonos or yourself, with or without notice.

B. Compliance with Sonos Standards; Cooperation. As a Sonos employee,
you will be expected to abide by Sonos' policies, rules and standards of conduct outlined in the
Employee Handbook, as well as this Employee Agreement. To this end, Sonos expects you to
comply at all times with Sonos' policies, including without limitation standards of professionalism,
respect for others, data security policy, facilities and IT systems policies, and Sonos Purchasing
Policy. All relevant policies shall be provided to you following your start date. You may be required
to acknowledge receipt of and intended compliance with any such policy statements provided to
you.

You additionally represent and warrant that you shall observe and comply with all
applicable laws, ordinances, codes and regulations of governmental agencies, including federal,
provincial, state, municipal and local governing bodies, in performing your employment duties
hereunder. You also agree that, during the term of your employment with Sonos and at all times
thereafter, upon reasonable request, you will fully cooperate with Sonos and/or its
representatives, without additional compensation, concerning any business matters or disputes
of any kind about which you have, or may have, any relevant information.
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C. Background Check. Sonos reserves the right to conduct background
investigations and/or reference checks on all of its potential employees prior to hire and during
employment. The offer of employment may be rescinded at any time in the event of unsatisfactory
background investigation and/or reference check results. If required by law, you will receive a
disclosure regarding the nature and scope of the background check Sonos plans to conduct on
you and a consent form to authorize Sonos to conduct such background check under separate
cover.

2. Confidential Information.

A. Sonos Confidential Information. You agree at all times during your
employment and thereafter, to hold in strictest confidence, and not to use (except for the benefit
of Sonos), and not to disclose to any person, firm or corporation without written authorization of
the Board of Directors of Sonos, any Confidential Information of Sonos, except under a non-
disclosure agreement with a third party duly authorized and executed by Sonos. you understand
that “Confidential Information” shall mean any and all confidential and/or proprietary knowledge,
data or information of Sonos, its affiliates, parents and subsidiaries, whether having existed, now
existing, or to be developed during your employment. By way of illustration but not limitation,
“Confidential Information” includes: (a) trade secrets, inventions, mask works, ideas, processes,
formulas, source and object codes, data, programs, other works of authorship, know-how,
improvements, discoveries, developments, designs and techniques and any other proprietary
technology and all patents, copyrights and/or other proprietary rights therein; (b) information
regarding research, development, new products, marketing and selling, business plans, budgets
and unpublished financial statements, licenses, prices and costs, margins, discounts, credit
terms, pricing and billing policies, quoting procedures, methods of obtaining business, forecasts,
future plans and potential strategies, financial projections and business strategies, operational
plans, financing and capital-raising plans, activities and agreements, internal services and
operational manuals, methods of conducting Sonos business, suppliers and supplier information,
and purchasing; (c) information regarding customers and potential customers of Sonos, including
customer lists, names, representatives, their needs or desires with respect to the types of products
or services offered by Sonos, proposals, bids, contracts and their contents and parties, the type
and quantity of products and services provided or sought to be provided to customers and
potential customers of Sonos and other non-public information relating to customers and potential
customers; (d) information regarding any of Sonos' business partners and their services, including
names; representatives, proposals, bids, contracts and their contents and parties, the type and
quantity of products and services received by Sonos, and other non-public information relating to
business partners; (e) information regarding personnel, contractors, employee lists,
compensation, and employee and contractor skills; and (f) any other non-public information which
a competitor of Sonos could use to the competitive disadvantage of Sonos. “Confidential
Information” shall not include information that: (1) is or becomes a matter of public knowledge
through no fault of yours or without violation of any duty of confidentiality by you; or (2) is rightfully
received by you from a third party without a duty of confidentiality. Further, nothing in this
Employee Agreement shall prohibit you from discussing the terms and conditions of my
employment with others to the extent expressly permitted by Section 7 of the National Labor
Relations Act.

B. Former Employer Information. You agree that you will not, during your
employment with Sonos, improperly use or disclose any proprietary information or trade secrets
of any former employer or other person or entity and that you will not bring onto the premises of
Sonos any unpublished document or proprietary information belonging to any such employer,
person or entity unless consented to in writing by such employer, person or entity.

C. Third Party Information. You recognize that Sonos has received and inthe
future will receive from third parties their confidential or proprietary information subject to a duty
on Sonos’ part to maintain the confidentiality of such information and to use it only for certain
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limited purposes. You agree to hold all such confidential or proprietary information in the strictest
confidence and not to disclose it to any person, firm or corporation or to use it except as necessary
in carrying out your work for Sonos consistent with Sonos’ agreement with such third party.

3. Inventions.

A. Inventions Retained and Licensed. Upon signing the Employee Agreement,
you will be prompted to review a separate attachment titled “List of Prior Inventions” where you
will list all inventions, original works of authorship, developments, improvements, and trade
secrets which were made by you prior to your employment with Sonos, which belong to (or are
otherwise controlled by) you (collectively referred to as “Prior Inventions”), and which you do not
wish to be assigned to Sonos hereunder; or, if no such list is outlined, you represent that there
are no such Prior Inventions. Upon signing the Employee Agreement, the List of Prior Inventions
will be provided electronically as a separate attachment. If, during your employment with Sonos,
you incorporate into a Sonos product, process or service a Prior Invention, you hereby grant to
Sonos a nonexclusive, royalty-free, fully paid-up, irrevocable, perpetual, worldwide license to
make, have made, madify, use and sell such Prior Invention as part of or in connection with such
product, process or service, and to practice any method related thereto.

B. Assignment of Inventions. You agree that you will promptly make full written
disclosure to Sonos, and will hold in trust for the sole right and benefit of Sonos, or its designee,
all my right, title, and interest in and to any and all inventions, original works of authorship,
developments, concepts, improvements, designs, discoveries, ideas, algorithms, databases,
computer programs, formulae, techniques, graphics or images, audio or visual works, trademarks
or trade secrets, in each case whether or not patentable or registrable under copyright or similar
laws, which you may solely or jointly conceive or develop or reduce to practice, or cause to be
conceived or developed or reduced to practice, during the period of time you are in the employ of
Sonos (collectively referred to as “Inventions”), except as provided in Section 3.E below. You
further acknowledge that all Inventions which are made by you (solely or jointly with others) within
the scope of and during the period of your employment with Sonos and which are protectable by
copyright are “works made for hire,” as that term is defined in the United States Copyright Act and
other intellectual property laws, and you hereby do assign and transfer and, to the extent any such
assignment cannot be made at present, will assign and transfer, to Sonos and its successors and
assigns, without further compensation, all of your right, title and interest in all such Inventions,
and all related patents, patent applications, trademarks and trademark applications, copyrights
and copyright applications, and other intellectual property rights in all countries and territories
worldwide and under any international conventions (collectively, “Intellectual Property Rights”).
You understand and agree that the decision whether or not to commercialize or market any
invention developed by you solely or jointly with others is within Sonos' sole discretion and for
Sonos' sole benefit and that no royalty will be due to you as a result of Sonos’ efforts to
commercialize or market any such Invention. Further, you hereby waive all claims to any moral
rights or other special rights which you may have or accrue in any Inventions or Intellectual
Property Rights.

C. Maintenance of Records. You agree to keep and maintain adequate and
current written records of and documentation underlying all Inventions made by you (solely or
jointly with others) during the term of your employment with Sonos. The records will be in the form
of notes, sketches, drawings, and any other format that may be specified by Sonos. The records
will be available to and remain the sole property of Sonos at all times.

D. Patent and Copyright Registrations. You agree to assist Sonos, or its
designee, at Sonos' expense, in every proper way to secure Sonos’ rights in the Inventions and
any copyrights, patents, mask work rights or other intellectual property rights relating thereto in
any and all countries, including the disclosure to Sonos of all pertinent information and data with
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respect thereto, the execution of all applications, specifications, oaths, assignments and allother
instruments which Sonos shall deem necessary in order to apply for and obtain such rights and
in order to assign and convey to Sonos, its successors, assigns, and nominees the sole and
exclusive rights, title and interest in and to such Inventions or Intellectual Property Rights relating
thereto. You further agree that your obligation to execute or cause to be executed, when it is in
your power to do so, any such instrument or papers shall continue after the termination of this
Employee Agreement and/or your employment with Sonos. If Sonos is unable because of your
mental or physical incapacity or for any other reason to secure your signature to apply for or to
pursue any application for any United States or foreign patents or copyright registrations covering
Inventions assigned to Sonos as above, then you hereby irrevocably designate and appoint Sonos
and its duly authorized officers and agents as your agent and attorney in fact, to act for and in
your behalf and stead to execute and file any such applications and to do all other lawfully
permitted acts to further the prosecution and issuance of letters patent or copyright registrations
thereon with the same legal force and effect as if executed by you.

E. Exception fo Assignments. You understand that the provisions of this
Employee Agreement requiring assignment of Inventions to Sonos do not apply to any invention
that you developed entirely on my own time without using Sonos’ equipment, supplies, facilities,
or trade secrets, except for those inventions that either (i) relate to Sonos actual or anticipated
business, research or development, or (ii) result from or are connected with work performed by
you for Sonos. Specifically, you understand that my agreement to assign Inventions does not
apply to any invention which qualifies fully for protection from assignment to Sonos under the
provisions of California Labor Code Section 2870 or Washington state law as set forth in the
Revised Code of Washington 49.44.140 (the text of which are attached hereto as Exhibit A) or
any other similar applicable federal or state law related to the assignment of employee inventions
(collectively, the “Excluded Inventions Laws”). You will advise Sonos promptly in writing of any
inventions that You believe are excluded from assignment by virtue of meeting the criteria in
California Labor Code Section 2870, the Revised Code of Washington 49.44.140 or any other
applicable Excluded Inventions Law and are not otherwise disclosed on the List of Inventions.

E Obligation to Keep Sonos Informed About Post-Employment
Inventions/Intellectual Property Rights. For the six-month period following the termination of my
employment from Sonos, you agree that you will promptly disclose to Sonos fully and in writing
all inventions, original works of authorship, developments, concepts, improvements, designs,
discoveries, ideas, algorithms, databases, computer programs, formulae, techniques, graphics or
images, audio or visual works, inventions authored, conceived or reduced to practice by me, either
alone or jointly with others (the “Post-Employment Inventions”) and/or all United States or
foreign patent, copyright or other intellectual property right(s) filed by you (solely or with others)
and/or on my behalf (the “Post-Employment Intellectual Property Rights”) if such intellectual
property or Intellectual Property Rights related to products or projects on which you worked or to
which you had access during your Sonos employment. You agree that Sonos will have the right
to request information from you related to the Post-Employment Inventions or Post-Employment
Intellectual Property Rights (including, information related to the date of conception and/or
implementation) for purposes of determining whether the Post-Employment Invention at issue
uses, is derived from, and/or otherwise misappropriates Sonos’ trade secrets and/or Confidential
Information and/or was developed during your Sonos employment and/or using Sonos’ property.
Nothing herein limits Sonos' right to pursue all remedies to protect its intellectual property. Sonos
will keep in confidence and will not use for any purpose or disclose to third parties without your
consent any confidential information disclosed in writing to Sonos pursuant to this subparagraph.

G. Use of Image of Likeness. You authorize Sonos to use your name, picture,
signature, voice, image and/or likeness during your employment by Sonos and at any time
thereafter. Further, you waive all claims you may now have or may ever have againstSonos and
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its officers, directors, employees and agents arising out of Sonos’ use, adaptation, reproduction,
modification, distribution, exhibition or other commercial exploitation of your name, picture,
signature, voice, image and/or likeness, including, but not limited to right of privacy, right of
publicity and celebrity, use of voice, name or likeness and copyright infringement.

4. Conflicts.

A. Conflicting Employment. You agree that, during the term of your
employment with Sonos, you will not engage in any other employment, occupation or consulting
directly related to the business in which Sonos is now involved or becomes involved during the
term of your employment, nor will you engage in any other activities that conflict with your
obligations to Sonos.

B. Conflicting Obligations. By accepting your offer of employment, you represent
and warrant that your employment with Sonos and the performance by you of your duties as a Sonos
employee do not and will not breach or contravene: (i) any agreement or contract (including, without
limitation, any employment or consulting agreement, any agreement not to compete, or any
confidentiality or nondisclosure agreement) to which you are a party; or (ii) any obligation you may
otherwise have under applicable law to any former employer or to any person to whom you have
provided consulting services. You further represent and warrant that you have disclosed to Sonos the
details of all agreements, contracts and/or obligations relevant to clauses (i) and (ii) above.

5. Returning Company Documents. You agree that, at the time of leaving the
employ of Sonos (or earlier, if requested), You will deliver to Sonos (and will not keep in my
possession, recreate or deliver to anyone else) any and all devices, records, data, notes, reports,
proposals, lists, correspondence, emails, specifications, drawings blueprints, sketches, materials,
equipment, other documents or property, or reproductions of any aforementioned items (including
electronic copies) developed by you pursuant to you employment with Sonos or otherwise belonging
to Sonos, its successors or assigns, including, without limitation, those records maintained pursuant
to paragraph 3.C.

6. Notification of New Employer. If you leave the employ of Sonos, you hereby
grant consent to notification by Sonos to your new employer about your obligations under this
Employee Agreement. If you were offered employment or the opportunity to enter into any business
venture as owner, pariner, consultant or other capacity, you agree to inform your potential employer,
partner, co-owner and/or others involved managing the business with which you have an opportunity
to be associated of your obligations under this Employee Agreement and also agree to provide such
person or persons with a copy of this Employee Agreement (if so requested).

7. No Expectation of Privacy. You acknowledge and agree that you do not have any
privacy interest in any items or material stored on Sonos' premises or property, including without
limitation any files or data stored on Sonos’ computers, network and/or phones (including cell
phones), such as email, pictures or documents, whether in an active state, or obtained from restored
backups, and regardless of whether such files or data had previously been deleted by me. Without
limiting the foregoing, you further acknowledge that the full contents of you email and stored data may
be made known to or disclosed to other Sonos employees as required in the normal course of Sonos’
operations, both during and after your employment with Sonos. You authorize Sonos to monitor
communications made by you using Sonos' property, facilities and resources, and the right to search
and enter all areas of Sonos’ premises, including any locked desks or drawers. You also authorize
Sonos to search any of your personal computers, personal cell phones or other electronic or storage
devices to the extent such devices are used by you: (i) to store or transmit Confidential Information; or
(ii) to discharge your duties or conduct business on behalf of Sonos.
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8. Remedies.

A, Equitable Relief. You understand that if You violate the terms of this
Employee Agreement while You are employed by Sonos, you will be subject to disciplinary action
up to and including discharge from your employment. You further agree and acknowledge that
the non-disclosure and assignment of Invention covenants and undertakings in Sections 2 and 3
of this Employee Agreement relate to matters that are of a special, unique and extraordinary
character and that a violation or breach of any of the restrictive covenants or assignment clauses
in this Employee Agreement will cause irreparable harm to Sonos, the full amount of which will
be impossible to estimate or determine and which cannot be adequately compensated. For that
reason, you agree that if you breach any of your confidentiality or assignment obligations under
this Employee Agreement, monetary compensation shall be inadequate to compensate Sonos for
such breach. You therefore agree that, in the event of a breach or threatened breach of the
confidentiality and/or assignment of Invention obligations by you, Sonos is entitled, in addition to
any of the other rights, remedies or damages available to Sonos, to a temporary restraining order,
a preliminary injunction and a permanent injunction in order to prevent or to restrain any breach
or threatened breach by you or any of your partners, co-venturers, employers, employees, agents,
representatives or any other persons directly or indirectly acting for you. Sonos may apply for
such injunctive relief in any court of competent jurisdiction without the necessity of posting any
bond or other security.

B. Reimbursement. You agree to reimburse Sonos for any costs resulting
from or related to any claims, liabilities and damages arising from any claim brought against Sonos
by a former employer(s) alleging that you are in breach of any legal obligations that you owe to
any former employer(s). If such a claim is started against Sonos then Sonos shall have the option,
exercisable in its sole discretion, to terminate your employment immediately, consistent with the
at-will nature of our relationship.

C. Attorneys’ Fees. If you breach this Employee Agreement, you agree that
Sonos, if the prevailing party, shall be entitled to recover its reasonable attorneys’ fees and costs,
to the extent such recavery is not prohibited by law. This remedy shall be in addition to, and not
as an alternative to, any other remedies at law or in equity available to Sonos.

9. General Provisions.

A, Governing Law. This Employee Agreement shall be governed by and
construed and interpreted in accordance with the laws of the state in which you are employed by
Sonos, without regard to its conflict of laws.

B. Arbitration Agreement/Venue/Jury Waiver. You acknowledge that you have
executed an Arbitration Agreement contemporaneously with this Employee Agreement and agree
that the Arbitration Agreement shall govern whether a particular dispute must be submitted to
arbitration or may proceed in the courts. As set forth in the Arbitration Agreement and as
reaffirmed herein, Sonos and you agree that any claims for equitable relief or declaratory
judgment by either Sonos or you arising out of the non-disclosure or assignment of Inventions
provisions set forth in Sections 2 and 3 of this Employee Agreement are expressly excluded from
the agreement to arbitrate certain claims as provided in the Arbitration Agreement. Sonos and
you further agree that any such causes of action shall be commenced and maintained in any state
or federal court located within the state in which you are employed by Sonos and you hereby
submit to the personal jurisdiction of such court. Each party hereto hereby irrevocably waives any
and all right to trial by jury in any legal proceeding arising out of or relating to this employee
agreement or the transactions contemplated hereby.

C. Entire Agreement. This Employee Agreement sets forth the entire
agreement and understanding between Sonos and you relating to the subject matter herein and
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supersedes all prior discussions or representations between us including, but not limited to, any
representations made during your interview(s) or offer negotiations, whether written or oral, except
for the Arbitration Agreement. No modification of or amendment to this Employee Agreement, nor
any waiver of any rights under this Employee Agreement, will be effective unless in writing signed
by an authorized representative of Sonos and you.

D. Severability/Modification. |If any of the provisions of this Employee
Agreement shall be invalid or unenforceable, such invalidity or unenforceability shall not invalidate
or render unenforceable the remainder of this Employee Agreement, but rather the remainder of
this Employee Agreement shall be construed as if not containing the particular invalid or
unenforceable provision or provisions, and the rights and obligations of the parties shall be
enforced accordingly. Moreover, if one or more of the provisions contained in this Employee
Agreement shall for any reason be held to be excessively broad as to scope, activity, subject or
otherwise so as to be unenforceable at law, such provision or provisions shall be construed by
the appropriate judicial body or arbitrator by limiting, revising or reducing it or them, so as to be
enforceable to the maximum extent compatible with the applicable law as it shall then appear.
The parties hereby agree that the language of all parts of this Employee Agreement shall in all
cases be construed as a whole according to its fair meaning and not strictly for or against any of
the parties.

E. Successors and Assigns. This Employee Agreement will be binding upon
your heirs, executors, administrators and other legal representatives. Sonos shall have the right
to assign this Employee Agreement to its successors and assigns without consent by you, and all
covenants and agreements hereunder shall ensure to the benefit of and are enforceable by said
successors and assigns. You do not have the right to assign this Agreement.

F. No Abandonment Regardless of Material Change. You agree that Sonos
may modify or change your position, duties, compensation, benefits, responsibilities, and/or any
other terms and conditions of employment as it deems appropriate in its sole discretion. Any such
changes to the terms and conditions of my employment (whether material or immaterial) shall not
alter or modify your obligations as set forth herein and shall not be construed as an intent or
agreement to abandon this agreement, to create a new employment relationship, and/or to relieve
you of your obligations hereunder (unless such agreement or intent is expressly and specifically
set forth in writing by Sonos). You acknowledge and agree that this Employment Agreement shall
remain in full force and effect regardless of any change in the terms and conditions of my
employment (whether material or immaterial).

G. Waiver. Sonos may waive any breach by you of any provision of this
Employment Agreement expressly in writing in its sole discretion. Any waiver by Sonos of a
breach of any provision of this Employment Agreement shall not operate or be construed as a
waiver of any subsequent breach of such provision or any other provision hereof.

H. Survival. You understand and agree that your obligations under this
Employment Agreement shall survive the termination of this Employment Agreement and/or your
employment regardless of the manner of such termination and shall be binding upon your heirs,
executors, administrators and legal representatives.

10. Acknowledgment/Independent Legal Advice. You acknowledge that you
have carefully read and considered the provisions of this Employment Agreement. You further
acknowledge that you have had the opportunity to seek legal advice, and have either obtained
such advice with regard to this Employee Agreement or have chosen not to do so. You agree
that the restrictions and covenants set forth in this Employee Agreement are fair and reasonable
and are necessary for the protection of the interests of Sonos and its business, officers,
directors and employees.
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Accepted and agreed:
Edward Pefer Lazarus Sonos, Inc.
w’"\‘_——_—_‘_
Employ IGMAEURE
2018-12-07 Anna Fraser
Chief People Officer
SIGNATURE DATE
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Addendum B

Arbitration Agreement

This Arbitration Agreement (“Arbitration Agreement’) is entered into by and between Sonos,
Inc. and its affiliates and successors (referred to herein as the “Sonos”) and Edward Peter
Lazarus (referred to herein as “You").

1. Agreement to Arbitrate.

a. Mutual Agreement to Arbitrate Certain Claims/Issues. In consideration of Sonos’
offer of employment and/or continued employment to You and your acceptance of the same, You
and Sonos agree that any and all existing or future disputes or claims related to your employment
with Sonos (including, but not limited to, the termination of your employment with Sonos), except
those claims and disputes identified below in subparagraph (b) of this Section, will be resolved by
final and binding arbitration and that no other forum for dispute resolution will be available to either
party. Except as set forth in Section 1(b) or otherwise prohibited by applicable law, claims subject
to arbitration include, but are not limited to:

(i) Claims related to your employment, change in employment status, and/or
termination of employment with Sonos;

(i) Claims under any California, Massachusetts, New York, Washington, or
any other state, federal and/or municipal statute, regulation, ordinance, law and/or executive order
(as amended) relating to employment, discrimination (including discrimination on the basis of
race, color, religion, creed, sex, sex harassment, sexual orientation, age, gender identity, marital
status, familial status, pregnancy, national origin, ancestry, alienage, handicap, disability, present
or past history of mental disorders or physical disability, veteran's status, candidacy for or activity
in a general assembly or other public office, or constitutionally protected acts of speech), fair
employment practices, or other terms and conditions of employment, including, but not limited to,
the Age Discrimination in Employment Act and Older Workers Benefit Protection Act (29 U.S.C.
§ 621 et seq.), the Civil Rights Acts of 1866 and 1871, Title VII of the Civil Rights Act of 1964 and
the Civil Rights Act of 1991 (42 U.S.C. § 2000e et seq.), the Equal Pay Act (29 U.S.C. § 201 et
seq.), the Americans With Disabilities Act (42 U.S.C. § 12101 et seq.), the Immigration Reform
and Confrol Act (8 US.C. § 1101 et seq.), the Uniformed Services Employment and
Reemployment Rights Act (“USERRA"); the California Fair Employment and Housing Act, the
Massachusetts Fair Employment Practices Statute (M.G.L. ¢. 151B § 1 et seq.), the
Massachusetts Equal Rights Act (M.G.L. c. 93 §102), the Massachusetts Civil Rights Act (M.G.L.
c. 12 §§ 11H & 11]), the Massachusetts Privacy Statute (M.G.L. c. 274 § 1B), the Massachusetts
Sexual Harassment Statute (M.G.L. ¢. 214 § 1C), the Massachusetts law against retaliation
(M.G.L. c. 19C, §11), the New York State Human Rights Law (N.Y. Exec. Law § 290 et seq), the
New York City Human Rights Law (N.Y.C. Admin. Code § 8-101 et seq.); the New York Equal
Rights Law (N.Y. Civ. Rights Law §§ 40 to 45); the Washington Law Against Discrimination (RCW
Chapter 49.60); and the Seattle Fair Employment Practices Ordinance (Seattle Municipal Code
14.04);

(i)~ Claims under any California, Massachusetts, New York, Washington, or
any other state, federal and/or municipal statute, regulation, ordinance, law and/or executive order
(as amended) relating to leaves of absence, layoffs or reductions-in-force, wages, hours, or other
terms and conditions of employment, including, but not limited to, the National Labor Relations
Act (29 U.S.C. § 151 et seq.), the Family and Medical Leave Act (29 U.S.C. § 2601 et seq.), the
Employee Retirement Income Security Act of 1974 (29 U.S.C. § 1000 et seq.), COBRA (29 U.S.C.
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§ 1161 et seq.), the Fair Labor Standards Act (29 U.S.C. § 201 et seq.), the Occupational Safety
and Health Act (29 U.S.C. § 651 et seq.), the Worker Adjustment and Retraining Notification Act
(29 U.S.C. § 2101 et seq.), the California Family Rights Act (Cal. Gov. Code §§ 12945.1- 12945.2),
the California Pregnancy Disability Leave Act (Cal. Gov. Code § 12945), the California School
Activities Act (Cal. Labor Code § 230.8), the California Healthy Workplace Health Family Act (Cal.
Labor Code §§ 245-249), the Cal-WARN Act (Cal. Labor Code §§ 1400-1408), the California
wage payment laws (Cal. Labor Code §§ 200 through 244); the California Overtime Law (Cal.
Labor Code §§ 500-552), the California Minimum Wage Law (Cal. Labor Code § 1182.12), the
Massachusetts Small Necessities Leave Act (M.G.L. c. 149, §52D), the Massachusetts Parental
Leave Law (M.G.L. c. 149, §105D), the Massachusetts Wage Act (M.G.L.

c. 149 § 148 et. seq.), the Massachusetts Minimum Fair Wages Act (M.G.L. c. 151 § 1 et. seq.),
the Massachusetts Equal Pay Act (M.G.L. c. 149 § 105A), the Massachusetts Paid Sick Leave
law (M.G.L. c. 149, §§ 148C; 148D); Article 6 of the New York Labor Law (N.Y. Lab. Law §§ 190-
199-A), including the New York Wage Payment Act (N.Y. Lab. Law § 7190, el seq.); the New York
State Minimum Wage Law; all New York Labor Standards; all New York Wage and Hour Laws;
the Washington Payment of Wages Law (RCW 49.48.010 and 49.52.050); the Washington
Overtime Law (RCW 49.46.130); the Seattle Minimum Wage Ordinance; the Washington State
Family Care Act (RCW 49.12.265 et seq); and the Washington Family Leave Act (RCW 49.78);

(iv)  Claims under any California, Massachusetts, New York, Washington, or
any other state, federal and/or any other common law theory, including, without limitation,
wrongful discharge, breach of express or implied contract, promissory estoppel, unjust
enrichment, breach of a covenant of good faith and fair dealing, violation of public policy,
defamation, interference with contractual relations, intentional or negligent infliction of emotional
distress, invasion of privacy, misrepresentation, deceit, fraud, negligence, or any claim to
attorneys' fees under any applicable statute or common law theory of recovery;

(v) Claims under any California, Massachusetts, New York, Washington, or
any other state, federal and/or municipal statute, regulation, ordinance, law or executive order (as
amended) relating to whistleblower protections, violation of public policy, or any other form of
retaliation or wrongful termination, including but not limited to the Sarbanes-Oxley Act of 2002;
the New York Whistleblower & Retaliation Laws (N.Y. Lab. Law §§ 740, 741, and 215); the New
York Nondiscrimination for Legal Actions Laws;

(vi)  Claims under any Sonos’ compensation, benefit, stock option, incentive
compensation, bonus, restricted stock, and/or equity plan, program, policy, practice or agreement,
or any other type of employment-related agreement, contract or policy; and/or

(vii)  Any other claim arising under other state, federal, municipal or other local
law not specifically itemized herein,

The parties also agree that the arbitrator shall have the power and authority to interpret this
Agreement and to decide whether a certain dispute or claim is subject to arbitration under this
Agreement. This power and authority to determine arbitrability is hereby expressly delegated to
the appointed arbitrator and not to any judge or court. The parties agree that this agreement to
arbitrate also covers claims brought by You against Sonos’ agents, officers or other employees
for actions they may have taken in connection with your employment.
b. i

Claims: The agreement to arbitrate in Section 1(a) does not apply to claims for benefits under
state unemployment insurance or workers compensation programs. In addition, this Agreement
does not prohibit You from filing a claim or participating in an investigation, hearing or proceeding
with a local, state or federal administrative agency, including the EEQC, the Department of Labor,
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the National Labor Relations Board, the Massachusetts Commission Against Discrimination, the
California Department of Fair Employment and Housing, the New York City Commission on
Human Rights, the New York State Division of Human Rights, the Washington State Human
Rights Commission and/or any other federal or state administrative agency. (However, this
Agreement does preclude You from pursuing any such claim in court).

In addition, this agreement to arbitrate expressly excludes and does not apply to claims for
equitable relief or declaratory judgment by either You or Sonos arising out of: (i) the non-
disclosure or assignment of inventions provisions set forth in Sections 2 and 3 of the At Will
Employment, Confidential Information, and Invention Assignment Agreement (the "Employee
Agreement”); (ii) state or federal trade secret laws; and/or (iii) state or federal intellectual property
laws. You understand and agree that violations of the non-disclosure or assignment of inventions
provisions of the Employee Agreement, state or federal trade secret laws and/or state or federal
intellectual property laws could cause irreparable and unique injury and that money damages
would not provide an adequate remedy for such injury. Accordingly, You and Sonos agree that
the parties could not effectively pursue all available rights and remedies (including equitable relief)
for such claims in an arbitration proceeding and that such claims must therefore be excluded from
the agreement to arbitrate. All claims excluded from arbitration under this Section shall be
commenced and maintained in any state or federal court located within the state in which You are
employed by Sonos.

2, No Class Actions or Arbitrations. You and Sonos agree that the arbitrator may only
hear the parties’ individual claims and will not have the authority: (i) to consolidate the claims of
other employees; (ii) to fashion a proceeding as a class or collective action; and/or (iii) to award
relief to a group or class of employees in one arbitration proceeding. In other words, You must
pursue all claims subject to arbitration as an individual and may not pursue such claims
as part of a class. You represent, agree, and acknowledge that You will be able to effectively
pursue your rights and any and all claims against Sonos in an individual arbitration according to
the terms of this Arbitration Agreement.

or Filing Of Claim ibje 0 Agreeme bitrate, Rule
iality. You and Sonos agree that arbitration proceedings shall be
conducted by the American Arbitration Association (“AAA") pursuant to the Federal Arbitration
Act, and in accordance with the Employment Arbitration Rules and Mediation Procedures,

(available on-line at www.adr.org), which are incorporated herein by reference.

The parties agree that any and all claims subject to arbitration under this Agreement must be
initiated with the AAA within the statute of limitations period prescribed for such claims under
applicable law. As set forth in Rule 4 of the Employment Arbitration Rules and Mediation
Procedures, a party may initiate arbitration by filing a Demand for Arbitration in writing with the
AAA. If You file such a Demand, please also send a copy of to Sonos’ Legal Department,
Attention: General Counsel. Alternatively, the parties may submit a joint request for arbitration in
writing. No demand for arbitration may be made after the date when the institution of legal or
equitable proceedings based on such claim or dispute would be barred by the applicable statute
of limitation.

The parties agree that a neutral arbitrator will be selected in accordance with the Employment
Arbitration Rules and Mediation Procedures and further agree that the arbitrator shall have the
power to decide any motions brought by any party to the arbitration, including motions for
summary judgment or motions to dismiss prior to any arbitration hearing. The parties also agree
that the arbitrator shall have the power to award any remedies, including attorney’s fees and costs,
available under applicable law. The parties agree that any decision of the arbitrator must be in
writing. The arbitrator’s decision shall be final and binding on both You and Sonos and shall be
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enforceable by any court having proper jurisdiction. The arbitrator shall maintain the confidentiality
of the arbitration and shall have the authority to make appropriate rulings to safeguard that
confidentiality unless the parties agree otherwise or the law provides to the contrary.

4, Governing Law/Location of Arbitration. This Agreement shall be governed by and
construed and interpreted in accordance with the Federal Arbitration Act, 9 U.S.C. §§ 1-16. You
and Sonos agree that any and all arbitrations between the parties compelled and contemplated
by this Agreement shall be held within the state in which You are employed by Sonos.

5. Cost of Arbitration. The parties agree that Sonos shall pay for any administrative or
hearing fees and/or costs charged by the arbitrator or the AAA.

6. Attorney’s Fees. You and Sonos each shall bear your own attorneys’ fees incurred in
connection with the arbitration, and the arbitrator will not have the authority to order attorneys’
fees unless an agreement between You and Sonos or a statute or law at issue in the dispute
authorizes the award of attorneys’ fees to the prevailing party, in which case the arbitrator shall
have the authority to make an award of attorneys’ fees as permitted under the applicable law or
agreement.

7. Jury Waiver. YOU AND SONOS HEREBY IRREVOCABLY WAIVE ANY AND ALL
RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING
IN ANY WAY TO YOUR EMPLOYMENT.

8. Consideration to Support Agreement. You and Sonos agree that there is sufficient and

adequate consideration to support your mutual obligations under this Agreement. Specifically,
You acknowledge that You are offered employment or continued employment in consideration of
your promise to arbitrate certain claims related to your employment as set forth in this Agreement.
In addition, the mutual promises of Sonos and You to resolve certain claims by arbitration in
accordance with the provisions of this Arbitration Agreement, rather than through the courts,
provide consideration for this Agreement.

9. Acknowledgment of Waiver of Rights. You understand and acknowledge that by
signing this agreement, you are waiving the following rights: (i) your right to pursue class or
collective action against Sonos in any forum, whether through the courts or through arbitration;
(ii) your right to a trial or hearing before a court of any and all present or future claims against
Sonos subject to arbitration under this arbitration agreement; and (iii) any right to trial by jury for
any and all present or future claims related to your employment.

10. Voluntary Agreement. You represent that You have read the terms of the foregoing
agreement, that You fully understand its terms, and are voluntarily executing the same. You
acknowledge that You have been advised to consult with an attorney before signing this
agreement and that You have had a sufficient opportunity to do so.

1. Complete Agreement. This Arbitration Agreement contains the complete agreement
between Sonos and You regarding the subject of arbitration and dispute resolution and
supersedes any and all prior written, oral or other types of representations and agreements
between Sonos and You, if any, related to the subject of dispute resolution of any kind, except for
the Employee Agreement.

12.  Severability. If any provision of this Agreement, or part thereof, is held invalid, void or
voidable as against public policy or otherwise, the invalidity shall not affect other provisions, or
parts thereof, which may be given effect without the invalid provision or part. To this extent, the
provisions, and parts thereof, of this Arbitration Agreement are declared to be severable.
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Moreover, if one or more of the provisions contained in this Arbitration Agreement shall for any
reason be held to be unenforceable at law, such provision or provisions shall be construed by the
appropriate judicial body by limiting, revising or reducing it or them, so as to be enforceable to the
maximum extent compatible with the applicable law as it shall then appear. The parties hereby
agree that the language of all parts of this Arbitration Agreement shall in all cases be construed
as a whole according to its fair meaning and not strictly for or against any of the parties.

13. Meodification. This Arbitration Agreement may be modified only in a writing, which
expressly refers to this Agreement and You by full name and which is signed by You and an
authorized representative of Sonos.

14.  Successors and Assigns. This Arbitration Agreement will be binding upon Your heirs,
executors, administrators and other legal representatives. Sonos shall have the right to assign

this Arbitration Agreement to its successors and assigns without consent by You, and all
covenants and agreements hereunder shall ensure to the benefit of and are enforceable by said
successors and assigns. You do not have the right to assign this Arbitration Agreement.

You represent that you have read the foregoing Arbitration Agreement, fully understand
its terms and conditions, and are voluntarily executing the same. In entering into this
Arbitration Agreement, you did not rely on any representation, promise or inducement
made by Sonos with the exception of the terms and conditions set forth in this document.

Accepted and agreed:
Edward Peter Lazarus Sonos, Inc.
DocuSigned by:
4 J——

o — K

2018-12-07 Anna Fraser

Chief People Officer

SIGNATURE DATE
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Relocation Agreement

This Relocation Agreement (the “Agreement”) is entered into on June 15, 2018 by and between
Edward Peter Lazarus and Sonos, Inc. (the “Company”).

WHEREAS, Employee has been offered employment by the Company in its Santa Barbara
office (the “Designated Office”);

WHEREAS, the Company has agreed to provide financial assistance to Employee with respect
to certain relocation expenses, subject to the terms of this Agreement and as set forth in the
attached Relocation Policy (the “Relocation Policy”);

WHEREAS, Employee acknowledges and agrees that he/she will repay the Company for the
relocation expenses paid by the Company if he/she terminates his/her employment with the
Company for any reason on or before the one-year anniversary of the date on which Employee
commences his/her employment with Sonos.

NOW THEREFORE, for good and valuable consideration, Employee and the Company agree
as follows:

1.Relocation Expenses. Subject to the terms and conditions set forth herein and provided
Employee executes and returns this Agreement to the People Department on or before the start
date of employment, the Company agrees to pay for certain fees, expenses, and costs which
are incurred by Employee in connection with his/her relocation up to, but not to exceed the
gross sum of the amount set forth in the offer letter presented to the Employee, in accordance
with the attached Relocation Policy (the “Relocation Expenses”).

2.Repayment Obligation Upon Resignation of Employment by Employee. Employee
acknowledges and agrees that, if Employee resigns his/her employment for any reason at any
time on or prior to the one year anniversary of the date Employee commences his/her
employment at the Designated Office, he/she will repay the Relocation Expenses paid by the
Company within 30 days of the resignation notice. Employee agrees that he/she shall pay all of
the payments owed under this Section in cash or by certified check on or before the date of
termination from employment.

3.Termination By The Company. If the Company terminates Employee’'s at-will employment for
any reason, at any time on or prior to the one-year anniversary of the date Employee
commences his/her employment, the Employee will not be obligated to repay the Relocation
Expenses.

4. Authorization To Deduct From Wages. Employee further agrees that, if Employee fails to pay
the Company the full amount of the Relocation Expenses on or before his/her termination date
in accordance with his/her obligations hereunder, the Company is hereby authorized, to the
extent permitted by local law, to deduct all amounts owed to the Company under this Agreement
from any and all payments due to him/her by the Company at the time of termination, including
without limitation, any unreimbursed business expenses, accrued but unused vacation pay,
his/her final wages, earned commissions, and bonus payments. To this end, Employee agrees
to execute a form, to be prepared by the Company, authorizing the Company to withhold the
specific amount that is due.

5.Complete Agreement; Miscellaneous. This Agreement and the attached Relocation Palicy,
which is incorporated herein by reference, set forth the complete agreement between Employee
and the Company with respect to the payment of any Relocation Expenses. Employee agrees
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that each provision and the subparts of each provision in this Agreement shall be treated as a
separate and independent clause, and the unenforceability of any one clause shall in no way
impair the enforceability of any of the other clauses of this Agreement. In the event of any
dispute, this Agreement will be construed as a whole, will be interpreted in accordance with its
fair meaning, and will not be construed strictly for or against either Employee or the Company.
This Agreement may not be changed, amended, modified, altered or rescinded except upon the
express written consent of both Employee and an authorized Company officer. Any waiver of
any provision of this agreement by the Company shall not constitute a waiver of any other
provision of this Agreement unless the Company expressly so indicates otherwise.

6.No Modification of At-Will Relationship. Employee and the Company agree that this
Agreement does not in any way modify or limit the at-will nature of his/her employment by the
Company. Nothing in this Agreement should be taken as a guarantee of continued employment,
a specific term of employment and/or a contract of employment and at all times Employee will
be expected to meet the Company's performance standards. Nothing in this Agreement should
be construed to be a guarantee of continued employment for one year.

7.Legal Fees. Should the Company prevail in any action against Employee to enforce the terms
of this Agreement, Employee acknowledges and agrees that he/she shall be responsible for the
payment of the Company's legal fees and costs, including reasonable attorney’s fees.

8.Consent. Employee represents that he/she has read the foregoing Agreement, that
he/she fully understands the terms and conditions of the Agreement and is voluntarily
executing the same.

IN WITNESS WHEREOF, the undersigned has executed this Agreement as a sealed instrument
as of the date written below

ACCEPTED AND AGREED:
Edward Peter Lazarus Sonos, Inc.

/__..—-\______,_.-—
Employee SIGNATURE W

Anna Fraser

Chief People Officer
SIGNATURE DATE
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LIST OF PRIOR INVENTIONS
AND ORIGINAL WORKS OF AUTHORSHIP

Title Date Identifying Number or Brief
Description
ACCEPTED AND AGREED:
Edward Peter Lazarus Sonos, Inc.
p /.‘_F\_'_'_-__-_

Employee SIGNATURE /5(" Q{’U“*’

Anna Fraser

Chief People Officer
SIGNATURE DATE
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Exhibit A

CALIFORNIA LABOR CODE SECTION 2870
INVENTION ON OWN TIME-EXEMPTION FROM AGREEMENT

(a) Any provision in an employment agreement which provides that an employee
shall assign, or offer to assign, any of his or her rights in an invention to his or her employer
shall not apply to an invention that the employee developed entirely on his or her own time
without using the employer’'s equipment, supplies, facilities, or trade secret information except
for those inventions that either:

(1) Relate at the time of conception or reduction to practice of the invention to
the employer's business, or actual or demonstrably anticipated research or development of the
employer; or

(2) Result from any work performed by the employee for the employer.

(b)  Tothe extent a provision in an employment agreement purparts to require an

employee to assign an invention otherwise excluded from being required to be assigned under
subdivision (a), the provision is against the public policy of this state and is unenforceable.
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Exhibit 10.02

SONOS, INC.

2018 EQUITY INCENTIVE PLAN

1.PURPOSE & DEFINITIONS. The purpose of this Plan is to provide incentives to attract, retain and motivate eligible persons whose present and potential
contributions are important to the success of the Company, and any Parents, Subsidiaries and Affiliates that exist now or in the future, by offering them an
opportunity to participate in the Company’s future performance through the grant of Awards. As used in this Plan, and except as elsewhere defined herein, the
following capitalized terms will have the following meanings:

1.1. “Affiliate” means any person or entity that directly or indirectly through one or more intermediaries controls, or is controlled by, or is under common
control with, the Company, including any general partner, managing member, officer or director of the Company, in each case as of the date on which, or at any
time during the period for which, the determination of affiliation is being made. For purposes of this definition, the term “control” (including the correlative
meanings of the terms “controlled by” and “under common control with”), as used with respect to any person or entity, means the possession, directly or indirectly,
of the power to direct or cause the direction of the management policies of such person or entity, whether through the ownership of voting securities or by contract
or otherwise.

1.2. “Award” means any award under the Plan, including any Option, RSA, Stock Bonus Award, SAR, RSU or award of Performance Shares.

1.3. “Award Agreement’ means, with respect to each Award, the written or electronic agreement between the Company and the Participant setting forth the
terms and conditions of the Award, and international supplement thereto for grants to non-U.S. Participants, which shall be in substantially a form (which need not
be the same for each Participant) that the Committee (or in the case of Award agreements that are not used for Insiders, the Committee’s delegate(s)) has from time
to time approved, and will comply with and be subject to the terms and conditions of this Plan.

1.4. “Award Transfer Program” means any program instituted by the Committee which would permit Participants the opportunity to transfer any

outstanding Awards to a financial institution or other person or entity approved by the Committee.
1.5. “Board” means the Board of Directors of the Company.

1.6. “Cause” means Participant’s (a) willful failure substantially to perform his or her duties and responsibilities to the Company or deliberate violation of
a Company policy; (b) commission of any act of fraud, embezzlement, dishonesty or any other willful misconduct that has caused or is reasonably expected to result
in material injury to the Company; (c) unauthorized use or disclosure of any proprietary information or trade secrets of the Company or any other party to whom the
Participant owes an obligation of nondisclosure as a result of his or her relationship with the Company; (d) misappropriation of a business opportunity of the
Company; (e) provision of material aid to a competitor of the Company; or (f) willful breach of any of his or her obligations under any written agreement or
covenant with the Company. The determination as to whether a Participant’s Service is being terminated for Cause shall be made in good faith by the Company and
shall be final and binding on the Participant. The foregoing definition does not in any way limit the Company’s ability to terminate a Participant’s employment or
consulting relationship at any time as provided in Section 20, and the term “Company” will be interpreted to include any Subsidiary or Parent, as appropriate.
Notwithstanding the foregoing, the definition of “Cause” may, in part or in whole, be modified or replaced in each individual employment agreement or Award
Agreement with any Participant, provided that such document supersedes the definition provided in this Section 1.6.

1.7. “Code” means the United States Internal Revenue Code of 1986, as amended, and the regulations promulgated thereunder.

1.8. “Committee” means the Compensation Committee of the Board or those persons to whom administration of the Plan, or part of the Plan, has been

delegated as permitted by law.
1.9. “Common Stock” means the common stock of the Company.
1.10. “Company” means Sonos, Inc., or any successor corporation.

1.11. “Consultant” means any natural person, including an advisor or independent contractor, engaged by the Company or a Parent, Subsidiary or Affiliate

to render services to such entity.
1.12. “Corporate Transaction” means the occurrence of any of the following events:

(a) any “Person” (as such term is used in Sections 13(d) and 14(d) of the Exchange Act) becomes the “beneficial owner” (as defined in Rule 13d-3
of the Exchange Act), directly or indirectly, of securities of the Company representing more than fifty percent (50%) of the total voting power represented by
the Company’s then-outstanding voting securities; provided, however, that for purposes of this subclause (a) the acquisition of additional securities by any
one Person who is considered to own more than fifty percent (50%) of the total voting power of the securities of the Company will not be considered a

Corporate Transaction;
(b) the consummation of the sale or disposition by the Company of all or substantially all of the Company’s assets;

(c) the consummation of a merger or consolidation of the Company with any other corporation, other than a merger or consolidation which would

result in the voting securities of the Company outstanding immediately prior thereto continuing to represent (either by remaining outstanding or by being



converted into voting securities of the surviving entity or its parent) at least fifty percent (50%) of the total voting power represented by the voting securities
of the Company or such surviving entity or its parent outstanding immediately after such merger or consolidation;

(d) any other transaction which qualifies as a “corporate transaction” under Section 424(a) of the Code wherein the stockholders of the Company
give up all of their equity interest in the Company (except for the acquisition, sale or transfer of all or substantially all of the outstanding shares of the capital
stock of the Company) or

(e) achange in the effective control of the Company that occurs on the date that a majority of members of the Board is replaced during any twelve
(12) month period by members of the Board whose appointment or election is not endorsed by a majority of the members of the Board prior to the date of
the appointment or election. For purpose of this subclause (e), if any Person is considered to be in effective control of the Company, the acquisition of
additional control of the Company by the same Person will not be considered a Corporate Transaction.

For purposes of this definition, Persons will be considered to be acting as a group if they are owners of a corporation that enters into a merger, consolidation,
purchase or acquisition of stock, or similar business transaction with the Company. Notwithstanding the foregoing, to the extent that any amount constituting
deferred compensation (as defined in Section 409A of the Code) would become payable under this Plan by reason of a Corporate Transaction, such amount shall
become payable only if the event constituting a Corporate Transaction would also qualify as a change in ownership or effective control of the Company or a change
in the ownership of a substantial portion of the assets of the Company, each as defined within the meaning of Code Section 409A, as it has been and may be
amended from time to time, and any proposed or final Treasury regulations and IRS guidance that has been promulgated or may be promulgated thereunder from
time to time.

1.13. “Director” means a member of the Board.

1.14. “Disability” means in the case of incentive stock options, total and permanent disability as defined in Section 22(e)(3) of the Code and in the case of
other Awards, that the Participant is unable to engage in any substantial gainful activity by reason of any medically determinable physical or mental impairment that
can be expected to result in death or can be expected to last for a continuous period of not less than 12 months.

1.15. “Dividend Equivalent Right’ means the right of a Participant, granted at the discretion of the Committee or as otherwise provided by the Plan, to
receive a credit for the account of such Participant in an amount equal to the cash, stock or other property dividends in amounts equal equivalent to cash, stock or
other property dividends for each Share represented by an Award held by such Participant.

1.16. “Effective Date” means the day immediately preceding the pricing of the Company’s initial public offering, provided that the Board has adopted the

Plan prior to, or on such date, subject to approval of the Plan by the Company’s stockholders.

1.17. “Employee” means any person, including Officers and Directors, employed by the Company or any Parent, Subsidiary or Affiliate. For the avoidance
of doubt, neither service as a Director nor payment of a director’s fee by the Company will be sufficient to constitute “employment” by the Company and the
definition of “Employee” herein shall not include Non-Employee Directors.

1.18. “Exchange Act’ means the United States Securities Exchange Act of 1934, as amended.

1.19. “Exchange Program” means a program pursuant to which (a) outstanding Awards are surrendered, cancelled or exchanged for cash, the same type of

Award or a different Award (or combination thereof) or (b) the exercise price of an outstanding Award is increased or reduced.

1.20. “Exercise Price” means, with respect to an Option, the price at which a holder may purchase the Shares issuable upon exercise of an Option and with
respect to a SAR, the price at which the SAR is granted to the holder thereof.

1.21. “FMV” means, as of any date, the value of a share of the Company’s Common Stock determined as follows:

(a) if such Common Stock is publicly traded and is then listed on a national securities exchange, its closing price on the date of determination on the
principal national securities exchange on which the Common Stock is listed or admitted to trading as reported in such source as the Committee may
determine;

(b) if such Common Stock is publicly traded but is neither listed nor admitted to trading on a national securities exchange, the average of the closing

bid and asked prices on the date of determination as reported in such source as the Committee deems reliable; or
(c) if none of the foregoing is applicable, by the Board or the Committee in good faith.

Notwithstanding the foregoing, with respect to any Award granted after the effectiveness of the Company’s registration statement relating to its initial public
offering and prior to the first date upon which the Shares of the Company are listed (or approved for listing) on any securities exchange or designated (or approved
for designation) as a national market security on an interdealer quotation system, the FMV shall mean the initial public offering price of a Share as set forth in the
Company’s final prospectus relating to its initial public offering.

1.22. “Insider” means an officer or director of the Company or any other person whose transactions in the Company’s Common Stock are subject to
Section 16 of the Exchange Act.

1.23. “IRS” means the United States Internal Revenue Service.



1.24. “ISO” has the meaning given to that term in Section 5.

1.25. “Non-Employee Director” means a Director who is not an Employee of the Company or any Parent, Subsidiary or Affiliate.
1.26. “NSO” has the meaning given to that term in Section 5.

1.27. “Option” means an award of an option to purchase Shares pursuant to Section 5.

1.28. “Parent” means any corporation (other than the Company) in an unbroken chain of corporations ending with the Company if each of such
corporations other than the Company owns stock possessing fifty percent (50%) or more of the total combined voting power of all classes of stock in one of the
other corporations in such chain.

1.29. “Participant” means a person who holds an Award under this Plan.
1.30. “Performance Award’ means an award covering cash, Shares or other property granted pursuant to Section 10 or Section 12 of the Plan.

1.31. “Performance Factors” means any of the factors selected by the Committee and specified in an Award Agreement, from among the following
objective measures, either individually, alternatively or in any combination, applied to the Company as a whole or any business unit or Subsidiary, either
individually, alternatively, or in any combination, on a GAAP or non-GAAP basis, and measured, to the extent applicable on an absolute basis or relative to a pre-
established target, to determine whether the performance goals established by the Committee with respect to applicable Awards have been satistied:

(a) Profit Before Tax;
(b) Sales;

(c) Expenses;

(d) Billings;

(e) Revenue;

(f) Net revenue;

(g) Earnings (which may include earnings before interest and taxes, earnings before taxes, net earnings, stock-based compensation expenses,

depreciation and amortization);
(h) Operating income;
(i) Operating margin;
(j) Operating profit;
(k) Controllable operating profit, or net operating profit;
(1) Net Profit;
(m) Gross margin;
(n) Operating expenses or operating expenses as a percentage of revenue;
(o) Net income;
(p) Earnings per share;
(q) Total stockholder return;
(r) Market share;
(s) Return on assets or net assets;
(t) The Company’s stock price;
(u) Growth in stockholder value relative to a pre-determined index;
(v) Return on equity;

(w) Return on invested capital;



(x) Cash Flow (including free cash flow or operating cash flows) ;
(y) Balance of cash, cash equivalents and marketable securities;

(z) Cash conversion cycle;

(aa) Economic value added;

(bb) Individual confidential business objectives;

(cc) Contract awards or backlog;

(dd) Overhead or other expense reduction;

(ee) Credit rating;

(ff) Completion of an identified special project;

(gg) Completion of a joint venture or other corporate transaction;
(hh) Strategic plan development and implementation;

(i1) Succession plan development and implementation;

(i) Improvement in workforce diversity;

(kk) Employee satisfaction;

(1) Employee retention;

(mm) Customer indicators and/or satisfaction;

(nn) New product invention or innovation;

(00) Research and development expenses;

(pp) Attainment of research and development milestones;

(qq) Improvements in productivity;

(rr) Bookings;

(ss) Working-capital targets and changes in working capital;

(tt) Attainment of objective operating goals and employee metrics; and
(uu) Any other metric that is capable of measurement as determined by the Committee in its sole discretion.

The Committee may, in recognition of unusual or non-recurring items such as acquisition-related activities or changes in applicable accounting rules,
provide for one or more equitable adjustments (based on objective standards) to the Performance Factors to preserve the Committee’s original intent regarding the
Performance Factors at the time of the initial award grant. It is within the sole discretion of the Committee to make or not make any such equitable adjustments.

1.32. “Performance Period’ means one or more periods of time, which may be of varying and overlapping durations, as the Committee may select, over
which the attainment of one or more Performance Factors will be measured for the purpose of determining a Participant’s right to, and the payment of, a
Performance Award.

1.33. “Performance Share” means an Award granted pursuant to Section 10 or Section 12 of the Plan, consisting of a unit valued by reference to a
designated number of Shares, the value of which may be paid to the Participant by delivery of Shares or, if set forth in the instrument evidencing the Award, of such
property as the Committee shall determine, including, without limitation, cash, other property, or any combination thereof, upon the attainment of performance
goals, as established by the Committee, and other terms and conditions specified by the Committee.

1.34. “Performance Unit” means an Award granted pursuant to Section 10 or Section 12 of the Plan, consisting of a unit valued by reference to a
designated amount of property other than Shares, which value may be paid to the Participant by delivery of such property as the Committee shall determine,
including, without limitation, cash, Shares, other property, or any combination thereof, upon the attainment of performance goals, as established by the Committee,
and other terms and conditions specified by the Committee.

1.35. “Permitted Transferee” means any child, stepchild, grandchild, parent, stepparent, grandparent, spouse, former spouse, sibling, niece, nephew,



mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law (including adoptive relationships) of the Employee, any person sharing
the Employee’s household (other than a tenant or employee), a trust in which these persons (or the Employee) have more than 50% of the beneficial interest, a
foundation in which these persons (or the Employee) control the management of assets, and any other entity in which these persons (or the Employee) own more
than 50% of the voting interests.

1.36. “Plan” means this Sonos, Inc., 2018 Equity Incentive Plan.

1.37. “Purchase Price” means the price to be paid for Shares acquired under the Plan, other than Shares acquired upon exercise of an Option or SAR.
1.38. “RSA” means an award of Shares pursuant to Section 7 or Section 12 of the Plan, or issued pursuant to the early exercise of an Option.

1.39. “RSU” means an Award granted pursuant to Section 6 or Section 12 of the Plan.

1.40. “SAR” means an Award granted pursuant to Section 9 or Section 12 of the Plan.

1.41. “Service” shall mean service as an Employee, Consultant, Director or Non-Employee Director, subject to such further limitations as may be set forth
in the Plan or the applicable Award Agreement. An Employee will not be deemed to have ceased to provide Service in the case of any leave of absence approved by
the Company. In the case of any Employee on an approved leave of absence or a reduction in hours worked (for illustrative purposes only, a change in schedule
from that of full-time to part-time), the Committee may make such provisions, including pursuant to a policy that the Committee may adopt, revoke and/or modify
from time to time in the Committee’s sole discretion, respecting suspension of or modification to vesting of the Award while the Employee is on leave from the
employ of the Company or a Parent, Subsidiary or Affiliate, or during such change in working hours, as the Committee may deem appropriate, except that in no
event may an Award be exercised after the expiration of the term set forth in the applicable Award Agreement. In the event of military or other protected leave, if
required by applicable laws, vesting shall continue for the longest period that vesting continues under any other statutory or Company approved leave of absence
and, upon a Participant’s returning from such leave (under conditions that would entitle him or her to protection upon such return under the Uniform Services
Employment and Reemployment Rights Act or other applicable law), he or she shall be given vesting credit with respect to Awards to the same extent as would
have applied had the Participant continued to provide Service to the Company throughout the leave on the same terms as he or she was providing Service
immediately prior to such leave. An employee shall have terminated employment as of the date he or she ceases to provide Service (regardless of whether the
termination is in breach of local employment laws or is later found to be invalid) and employment shall not be extended by any notice period or garden leave
mandated by local law, provided, however, that a change in status between an employee, consultant, advisor or director shall not terminate the service provider’s
Service, unless determined by the Committee, in its discretion. The Committee will have sole discretion to determine whether a Participant has ceased to provide
Service and the effective date on which the Participant ceased to provide Service.

1.42. “Shares” means shares of Common Stock and the common stock of any successor entity.
1.43. “Stock Bonus Award’ means an Award granted pursuant to Section 8 or Section 12 of the Plan.

1.44. “Subsidiary” means any corporation (other than the Company) in an unbroken chain of corporations beginning with the Company if each of the
corporations other than the last corporation in the unbroken chain owns stock possessing fifty percent (50%) or more of the total combined voting power of all
classes of stock in one of the other corporations in such chain.

1.45. “Unvested Shares” means Shares that have not yet vested or are subject to a right of repurchase in favor of the Company (or any successor thereto).
2. SHARES SUBJECT TO THE PLAN.

2.1. Number of Shares Available. Subject to Sections 2.6 and 21 and any other applicable provisions hereof, the total number of Shares reserved and
available for grant and issuance pursuant to this Plan as of the date of adoption of the Plan by the Board, is 21,200,000, plus (a) any reserved shares not issued or
subject to outstanding grants under the Company’s Amended and Restated 2003 Stock Plan (the “Prior Plan) on the Effective Date, (b) shares that are subject to
stock options or other awards granted under the Prior Plan that cease to be subject to such stock options or other awards, by forfeiture or otherwise, after the
Effective Date, (c) shares issued under the Prior Plan before or after the Effective Date pursuant to the exercise of stock options that are forfeited after the Effective
Date, and (d) shares issued under the Prior Plan that are repurchased by the Company at the original issue price; however, shares that are subject to stock options or
other awards under the Prior Plan that are used to pay the exercise price of an option or withheld to satisfy the tax withholding obligations related to any award will
not become available for future grant or sale under the Plan.

2.2. Lapsed, Returned Awards. Shares subject to Awards, and Shares issued under the Plan under any Award, will again be available for grant and issuance
in connection with subsequent Awards under this Plan to the extent such Shares: (a) are subject to issuance upon exercise of an Option or SAR granted under this
Plan but which cease to be subject to the Option or SAR for any reason other than exercise of the Option or SAR; (b) are subject to Awards granted under this Plan
that are forfeited or are repurchased by the Company at the original issue price; (c) are subject to Awards granted under this Plan that otherwise terminate without
such Shares being issued; or (d) are surrendered pursuant to an Exchange Program. To the extent an Award under the Plan is paid out in cash or other property
rather than Shares, such cash payment will not result in reducing the number of Shares available for issuance under the Plan. Shares used to pay the exercise price of
an Award or withheld to satisfy the tax withholding obligations related to an Award will not become available for future grant or sale under the Plan. For the
avoidance of doubt, Shares that otherwise become available for grant and issuance because of the provisions of this Section 2.2 shall not include Shares subject to
Awards that initially became available because of the substitution clause in Section 21.2 hereof.

2.3. Minimum Share Reserve. At all times the Company shall reserve and keep available a sufficient number of Shares as shall be required to satisfy the



requirements of all outstanding Awards granted under this Plan.

2.4. Automatic Share Reserve Increase. The number of Shares available for grant and issuance under the Plan shall be increased on January 1, of each of
2019 through 2028, by the lesser of (a) five percent (5%) of the number of Shares and common stock equivalents (including options, RSUs, warrants and preferred
stock on an as-converted basis) issued and outstanding on each December 31 immediately prior to the date of increase and (b) such number of Shares determined by
the Board.

2.5. ISO Limitation. No more than 42,400,000, Shares shall be issued pursuant to the exercise of ISOs.

2.6. Adjustment of Shares. If the outstanding Shares are changed by a stock dividend, extraordinary dividends or distributions (whether in cash, shares or
other property, other than a regular cash dividend), spin-off, recapitalization, stock split, reverse stock split, subdivision, combination, reclassification or similar
change in the capital structure of the Company, without consideration, then (a) the number and class of Shares reserved for issuance and future grant under the Plan
set forth in Section 2.1, (b) the Exercise Prices of and number and class of Shares subject to outstanding Options and SARs, (c) the number and class of Shares
subject to other outstanding Awards, and (d) the maximum number and class of Shares that may be issued as ISOs set forth in Section 2.5 shall be proportionately
adjusted, subject to any required action by the Board or the stockholders of the Company and in compliance with applicable securities laws; provided that fractions
of a Share will not be issued.

If, by reason of an adjustment pursuant to this Section 2.6, a Participant’s Award Agreement or other agreement related to any Award or the Shares subject
to such Award covers additional or different shares of stock or securities, then such additional or different shares, and the Award Agreement or such other
agreement in respect thereof, shall be subject to all of the terms, conditions and restrictions which were applicable to the Award or the Shares subject to such Award
prior to such adjustment.

3. ELIGIBILITY. ISOs may be granted only to Employees. All other Awards may be granted to Employees, Consultants, Directors and Non-Employee Directors;
provided such Consultants, Directors and Non-Employee Directors render bona fide services not in connection with the offer and sale of securities in a capital-
raising transaction.

4. ADMINISTRATION.

4.1. Committee Composition; Authority. This Plan will be administered by the Committee or by the Board acting as the Committee. Subject to the general
purposes, terms and conditions of this Plan, and to the direction of the Board, the Committee will have full power to implement and carry out this Plan, except,
however, the Board shall establish the terms for the grant of an Award to Non-Employee Directors. The Committee will have the authority to:

(a) construe and interpret this Plan, any Award Agreement and any other agreement or document executed pursuant to this Plan;
(b) prescribe, amend and rescind rules and regulations relating to this Plan or any Award,
(c) select persons to receive Awards;

(d) determine the form and terms and conditions, not inconsistent with the terms of the Plan, of any Award granted hereunder. Such terms and
conditions include, but are not limited to, the exercise price, the time or times when Awards may vest and be exercised (which may be based on performance
criteria) or settled, any vesting acceleration or waiver of forfeiture restrictions, the method to satisfy tax withholding obligations or any other tax liability
legally due and any restriction or limitation regarding any Award or the Shares relating thereto, based in each case on such factors as the Committee will
determine;

(e) determine the number of Shares or other consideration subject to Awards;

(f) determine the FMV in good faith and interpret the applicable provisions of this Plan and the definition of FMV in connection with circumstances

that impact the FMV, if necessary;

(g) determine whether Awards will be granted singly, in combination with, in tandem with, in replacement of, or as alternatives to, other Awards

under this Plan or any other incentive or compensation plan of the Company or any Parent, Subsidiary or Affiliate;
(h) grant waivers of Plan or Award conditions;
(1) determine the vesting, exercisability and payment of Awards;
(j) correct any defect, supply any omission or reconcile any inconsistency in this Plan, any Award or any Award Agreement;
(k) determine whether an Award has been earned or has vested;
(1) determine the terms and conditions of any, and to institute any Exchange Program;
(m) reduce or waive any criteria with respect to Performance Factors;

(n) adjust Performance Factors to take into account changes in law and accounting or tax rules as the Committee deems necessary or appropriate to

reflect the impact of extraordinary or unusual items, events or circumstances to avoid windfalls or hardships;



(o) adopt rules and/or procedures (including the adoption of any subplan under this Plan) relating to the operation and administration of the Plan to
accommodate requirements of local law and procedures outside of the United States or qualify Awards for special tax treatment under laws of jurisdictions
other than the United States;

(p) make all other determinations necessary or advisable for the administration of this Plan;

(q) delegate any of the foregoing to one or more executive officers pursuant to a specific delegation as permitted by applicable law, including

Section 157(c) of the Delaware General Corporation Law; and
(r) to exercise negative discretion on Performance Awards, reducing or eliminating the amount to be paid to Participants.

4.2. Committee Interpretation and Discretion. Any determination made by the Committee with respect to any Award shall be made in its sole discretion at
the time of grant of the Award or, unless in contravention of any express term of the Plan or Award, at any later time, and such determination shall be final and
binding on the Company and all persons having an interest in any Award under the Plan. Any dispute regarding the interpretation of the Plan or any Award
Agreement shall be submitted by the Participant or Company to the Committee for review. The resolution of such a dispute by the Committee shall be final and
binding on the Company and the Participant. The Committee may delegate to one or more executive officers the authority to review and resolve disputes with
respect to Awards held by Participants who are not Insiders, and such resolution shall be final and binding on the Company and the Participant.

4.3. Documentation. The Award Agreement for a given Award, the Plan and any other documents may be delivered to, and accepted by, a Participant or

any other person in any manner (including electronic distribution or posting) that meets applicable legal requirements.

4.4. Foreign Award Recipients. Notwithstanding any provision of the Plan to the contrary, in order to comply with the laws and practices in other countries
in which the Company and its Subsidiaries and Affiliates operate or have employees or other individuals eligible for Awards, the Committee, in its sole discretion,
shall have the power and authority to: (a) determine which Subsidiaries and Affiliates shall be covered by the Plan; (b) determine which individuals outside the
United States are eligible to participate in the Plan, which may include individuals who provide services to the Company, Subsidiary or Affiliate under an agreement
with a foreign nation or agency; (c) modify the terms and conditions of any Award granted to individuals outside the United States or foreign nationals to comply
with applicable foreign laws, policies, customs and practices; (d) establish subplans and modify exercise procedures and other terms and procedures, to the extent
the Committee determines such actions to be necessary or advisable (and such subplans and/or modifications shall be attached to this Plan as appendices); provided,
however, that no such subplans and/or modifications shall increase the share limitations contained in Section 2.1 hereof; and (e) take any action, before or after an
Award is made, that the Committee determines to be necessary or advisable to obtain approval or comply with any local governmental regulatory exemptions or
approvals. Notwithstanding the foregoing, the Committee may not take any actions hereunder, and no Awards shall be granted, that would violate the Exchange Act
or any other applicable United States securities law, the Code, or any other applicable United States governing statute or law.

5. OPTIONS. An Option is the right but not the obligation to purchase a Share, subject to certain conditions, if applicable. The Committee will determine whether
such Options will be Incentive Stock Options within the meaning of the Code (“IS0s”) or Nonqualified Stock Options (“NSOs”) and may grant Options to eligible
Employees, Consultants and Directors and the number of Shares subject to the Option, the Exercise Price of the Option, the period during which the Option may
vest and be exercised, and all other terms and conditions of the Option, subject to the following terms of this section.

5.1. Option Grant. Each Option granted under this Plan will identify the Option as an ISO or an NSO. An Option may be, but need not be, awarded upon
satisfaction of such Performance Factors during any Performance Period as are set out in advance in the Participant’s individual Award Agreement. If the Option is
being earned upon the satisfaction of Performance Factors, then the Committee will: (a) determine the nature, length and starting date of any Performance Period for
each Option; and (b) select from among the Performance Factors to be used to measure the performance, if any. Performance Periods may overlap and Participants
may participate simultaneously with respect to Options that are subject to different performance goals and other criteria.

5.2. Date of Grant. The date of grant of an Option will be the date on which the Committee makes the determination to grant such Option, or a specified
future date. The Award Agreement will be delivered to the Participant within a reasonable time after the granting of the Option.

5.3. Exercise Period. Options may be vested and exercisable within the times or upon the conditions as set forth in the Award Agreement governing such
Option; provided, however, that no Option will be exercisable after the expiration of ten (10) years from the date the Option is granted; and provided further that no
ISO granted to a person who, at the time the ISO is granted, directly or by attribution owns more than ten percent (10%) of the total combined voting power of all
classes of stock of the Company or of any Parent or Subsidiary (“Ten Percent Stockholder”), will be exercisable after the expiration of five (5) years from the date
the ISO is granted. The Committee also may provide for Options to become exercisable at one time or from time to time, periodically or otherwise, in such number
of Shares or percentage of Shares as the Committee determines.

5.4. Exercise Price. The Exercise Price of an Option will be determined by the Committee when the Option is granted; provided that: (a) the Exercise Price
of an Option will be not less than one hundred percent (100%) of the FMV of the Shares on the date of grant and (b) the Exercise Price of any ISO granted to a Ten
Percent Stockholder will not be less than one hundred ten percent (110%) of the FMV of the Shares on the date of grant. Payment for the Shares purchased may be
made in accordance with Section 11 and the Award Agreement and in accordance with any procedures established by the Company.

5.5. Method of Exercise. Any Option granted hereunder will be vested and exercisable according to the terms of the Plan and at such times and under such
conditions as determined by the Committee and set forth in the Award Agreement. An Option may not be exercised for a fraction of a Share. An Option will be
deemed exercised when the Company receives: (a) notice of exercise (in such form as the Committee may specify from time to time) from the person entitled to
exercise the Option (and/or via electronic execution through the authorized third-party administrator), and (b) full payment for the Shares with respect to which the



Option is exercised together with applicable withholding taxes. Full payment may consist of any consideration and method of payment authorized by the Committee
and permitted by the Award Agreement and the Plan. Shares issued upon exercise of an Option will be issued in the name of the Participant. Until the Shares are
issued (as evidenced by the appropriate entry on the books of the Company or of a duly authorized transfer agent of the Company), no right to vote or receive
dividends or any other rights as a stockholder will exist with respect to the Shares, notwithstanding the exercise of the Option. The Company will issue (or cause to
be issued) such Shares promptly after the Option is exercised. No adjustment will be made for a dividend or other right for which the record date is prior to the date
the Shares are issued, except as provided in Section 2.6 of the Plan. Exercising an Option in any manner will decrease the number of Shares thereafter available,
both for purposes of the Plan and for sale under the Option, by the number of Shares as to which the Option is exercised.

5.6. Termination of Service. If the Participant’s Service terminates for any reason except for Cause or the Participant’s death or Disability, then the
Participant may exercise such Participant’s Options only to the extent that such Options would have been exercisable by the Participant on the date Participant’s
Service terminates no later than three (3) months after the date Participant’s Service terminates (or such shorter or longer time period as may be determined by the
Committee, with any exercise beyond three (3) months after the date Participant’s employment terminates deemed to be the exercise of an NSO), but in any event
no later than the expiration date of the Options, except as required by applicable law.

(a) Death. If the Participant’s Service terminates because of the Participant’s death (or the Participant dies within three (3) months after
Participant’s Service terminates other than for Cause or because of the Participant’s Disability), then the Participant’s Options may be exercised only to the
extent that such Options would have been exercisable by the Participant on the date Participant’s Service terminates and must be exercised by the
Participant’s legal representative, or authorized assignee, no later than twelve (12) months after the date Participant’s Service terminates (or such shorter or
longer time period as may be determined by the Committee), but in any event no later than the expiration date of the Options, except as required by
applicable law.

(b) Disability. If the Participant’s Service terminates because of the Participant’s Disability, then the Participant’s Options may be exercised only to
the extent that such Options would have been exercisable by the Participant on the date Participant’s Service terminates and must be exercised by the
Participant (or the Participant’s legal representative or authorized assignee) no later than twelve (12) months after the date Participant’s Service terminates
(or such shorter or longer time period as may be determined by the Committee, with any exercise beyond (a) three (3) months after the date Participant’s
employment terminates when the termination of Service is for a Disability that is not a “permanent and total disability” as defined in Section 22(e)(3) of the
Code, or (b) twelve (12) months after the date Participant’s employment terminates when the termination of Service is for a Disability that is a “permanent
and total disability” as defined in Section 22(e)(3) of the Code, deemed to be exercise of an NSO), but in any event no later than the expiration date of the
Options.

5.7. Limitations on ISOs. With respect to Awards granted as ISOs, to the extent that the aggregate FMV of the Shares with respect to which such ISOs are
exercisable for the first time by the Participant during any calendar year (under all plans of the Company and any Parent or Subsidiary) exceeds one hundred
thousand dollars ($100,000), such Options will be treated as NSOs. For purposes of this Section 5.7, ISOs will be taken into account in the order in which they were
granted. The FMV of the Shares will be determined as of the time the Option with respect to such Shares is granted. In the event that the Code or the regulations
promulgated thereunder are amended after the Effective Date to provide for a different limit on the FMV of Shares permitted to be subject to ISOs, such different
limit will be automatically incorporated herein and will apply to any Options granted after the effective date of such amendment.

5.8. Modification, Extension or Renewal. The Committee may modify, extend or renew outstanding Options and authorize the grant of new Options in

substitution therefor, provided that any such action may not, without the written consent of a Participant, impair any of such Participant’s rights under any Option
previously granted, unless for the purpose of complying with applicable laws and regulations. Any outstanding ISO that is modified, extended, renewed or
otherwise altered will be treated in accordance with Section 424(h) of the Code. Subject to Section 18 of this Plan, by written notice to affected Participants, the
Committee may reduce the Exercise Price of outstanding Options without the consent of such Participants by a written notice to them; provided, however, that the
Exercise Price may not be reduced below the minimum Exercise Price that would be permitted under Section 5.4 for Options granted on the date the action is taken
to reduce the Exercise Price.

5.9. No Disqualification. Notwithstanding any other provision in this Plan, no term of this Plan relating to ISOs will be interpreted, amended or altered, nor
will any discretion or authority granted under this Plan be exercised, so as to disqualify this Plan under Section 422 of the Code or, without the written consent of
the Participant, to disqualify any Participant’s ISO under Section 422 of the Code.

6. RESTRICTED STOCK UNITS. A restricted stock unit (“RSU”) is an award to an eligible Employee, Consultant, or Director covering a number of Shares
that may be settled in cash or by issuance of those Shares (which may consist of Restricted Stock). No Purchase Price shall apply to an RSU settled in Shares. All
RSUs shall be made pursuant to an Award Agreement.

6.1. Terms of RSUs. The Committee will determine the terms of an RSU including, without limitation: (a) the number of Shares subject to the RSU; (b) the
time or times during which the RSU may be settled; (c) the consideration to be distributed on settlement; and (d) the effect of the Participant’s termination of
Service on each RSU; provided that no RSU shall have a term longer than ten (10) years. An RSU may be awarded upon satisfaction of such performance goals
based on Performance Factors during any Performance Period as are set out in advance in the Participant’s Award Agreement. If the RSU is being earned upon
satisfaction of Performance Factors, then the Committee will: (i) determine the nature, length and starting date of any Performance Period for the RSU; (ii) select
from among the Performance Factors to be used to measure the performance, if any; and (iii) determine the number of Shares deemed subject to the RSU.
Performance Periods may overlap and participants may participate simultaneously with respect to RSUs that are subject to different Performance Periods and
different performance goals and other criteria.



6.2. Form and Timing of Settlement. Payment of earned RSUs shall be made as soon as practicable after the date(s) determined by the Committee and set
forth in the Award Agreement. The Committee, in its sole discretion, may settle earned RSUs in cash, Shares, or a combination of both. The Committee may also
permit a Participant to defer payment under a RSU to a date or dates after the RSU is earned provided that the terms of the RSU and any deferral satisfy the
requirements of Section 409A of the Code.

6.3. Termination of Service. Except as may be set forth in the Participant’s Award Agreement, vesting ceases on such date Participant’s Service terminates

(unless determined otherwise by the Committee).

6.4. Dividend Equivalent Payments. The Committee may permit Participants holding RSUs to receive dividend equivalent payments on outstanding RSUs
if and when dividends are paid to stockholders on Shares. In the discretion of the Committee, such dividend equivalent payments may be paid in cash or Shares, and
they may either be paid at the same time as dividend payments are made to stockholders or be delayed until Shares are issued pursuant to the RSU grants and may
be subject to the same vesting or performance requirements as the RSUs. If the Committee permits dividend equivalent payments to be made on RSUs, the terms
and conditions for such dividend equivalent payments will be set forth in the RSU Agreement.

7. RESTRICTED STOCK AWARDS. A restricted stock award (“RSA4”) is an offer by the Company to sell to an eligible Employee, Consultant, or Director
Shares that are subject to restrictions (“Restricted Stock”). The Committee will determine to whom an offer will be made, the number of Shares the Participant may
purchase, the Purchase Price, the restrictions under which the Shares will be subject and all other terms and conditions of the RSA, subject to the Plan.

7.1. Restricted Stock Purchase Agreement. All purchases under an RSA will be evidenced by an Award Agreement. Except as may otherwise be provided
in an Award Agreement, a Participant accepts an RSA by signing and delivering to the Company an Award Agreement with full payment of the Purchase Price,
within thirty (30) days from the date the Award Agreement was delivered to the Participant. If the Participant does not accept such Award within thirty (30) days,
then the offer of such RSA will terminate, unless the Committee determines otherwise.

7.2. Purchase Price. The Purchase Price for shares sold pursuant to an RSA will be determined by the Committee on the date the RSA is granted, and if
permitted by law, no cash consideration will be required in connection with the payment for the Purchase Price where consideration is services rendered. Payment
of the Purchase Price must be made in accordance with Section 11 of the Plan, and the Award Agreement and in accordance with any procedures established by the
Company.

7.3. Terms of RSAs. RSAs will be subject to such restrictions as the Committee may impose or are required by law. These restrictions may be based on
completion of a specified number of years of service with the Company or upon completion of Performance Factors, if any, during any Performance Period as set
out in advance in the Participant’s Award Agreement. Prior to the grant of an RSA, the Committee shall: (a) determine the nature, length and starting date of any
Performance Period for the RSA; (b) select from among the Performance Factors to be used to measure performance goals, if any; and (c) determine the number of
Shares that may be awarded to the Participant. Performance Periods may overlap and a Participant may participate simultaneously with respect to RSAs that are
subject to different Performance Periods and having different performance goals and other criteria.

7.4. Termination of Service. Except as may be set forth in the Participant’s Award Agreement, vesting ceases on such date Participant’s Service terminates

(unless determined otherwise by the Committee).

7.5. Dividends and Other Distributions. Participants holding RSAs will be entitled to receive all dividends and other distributions paid with respect to such
Shares, unless the Committee provides otherwise at the time the Award is granted. In the discretion of the Committee, such dividends and other distributions may be
paid in cash or Shares, and unless otherwise specified in the applicable Award Agreement, all such dividends and distributions will be subject to the same
restrictions on transferability and forfeitability as apply to the RSAs with respect to which they were paid and may either be paid at the same time as dividend
payments are made to other stockholders or be delayed until the vesting or performance requirements are satisfied for the RSAs with respect to which such
dividends or distributions are paid.

8. STOCK BONUS AWARDS. A stock bonus award (“Stock Bonus Award”) is an award to an eligible Employee, Consultant, or Director of Shares for Services
to be rendered or for past Services already rendered to the Company or any Parent, Subsidiary or Affiliate. All Stock Bonus Awards shall be made pursuant to an
Award Agreement. No payment from the Participant will be required for Shares awarded pursuant to a Stock Bonus Award.

8.1. Terms of Stock Bonus Awards. The Committee will determine the number of Shares to be awarded to the Participant under a Stock Bonus Award and
any restrictions thereon. These restrictions may be based upon completion of a specified number of years of service with the Company or upon satisfaction of
performance goals based on Performance Factors during any Performance Period as set out in advance in the Participant’s Stock Bonus Agreement. Prior to the
grant of any Stock Bonus Award the Committee shall: (a) determine the nature, length and starting date of any Performance Period for the Stock Bonus Award,

(b) select from among the Performance Factors to be used to measure performance goals; and (c) determine the number of Shares that may be awarded to the
Participant. Performance Periods may overlap and a Participant may participate simultaneously with respect to Stock Bonus Awards that are subject to different
Performance Periods and different performance goals and other criteria.

8.2. Form of Payment to Participant. Payment may be made in the form of cash, whole Shares, or a combination thereof, based on the FMV of the Shares

earned under a Stock Bonus Award on the date of payment, as determined in the sole discretion of the Committee.

8.3. Termination of Service. Except as may be set forth in the Participant’s Award Agreement, vesting ceases on such date Participant’s Service terminates

(unless determined otherwise by the Committee).



9. STOCK APPRECIATION RIGHTS. A stock appreciation right (“SAR”) is an award to an eligible Employee, Consultant, or Director that may be settled in
cash, or Shares (which may consist of Restricted Stock), having a value equal to (a) the difference between the FMV on the date of exercise over the Exercise Price
multiplied by (b) the number of Shares with respect to which the SAR is being settled (subject to any maximum number of Shares that may be issuable as specified
in an Award Agreement). All SARs shall be made pursuant to an Award Agreement.

9.1. Terms of SARs. The Committee will determine the terms of each SAR including, without limitation: (a) the number of Shares subject to the SAR;
(b) the Exercise Price and the time or times during which the SAR may be settled; (c) the consideration to be distributed on settlement of the SAR; and (d) the effect
of the Participant’s termination of Service on each SAR. The Exercise Price of the SAR will be determined by the Committee when the SAR is granted, and may
not be less than FMV on the date of grant. A SAR may be awarded upon satisfaction of Performance Factors, if any, during any Performance Period as are set out in
advance in the Participant’s individual Award Agreement. If the SAR is being earned upon the satisfaction of Performance Factors, then the Committee will:
(i) determine the nature, length and starting date of any Performance Period for each SAR; and (ii) select from among the Performance Factors to be used to
measure the performance, if any. Performance Periods may overlap and Participants may participate simultaneously with respect to SARs that are subject to
different Performance Factors and other criteria.

9.2. Exercise Period and Expiration Date. A SAR will be exercisable within the times or upon the occurrence of events determined by the Committee and
set forth in the Award Agreement governing such SAR. The SAR Agreement shall set forth the expiration date; provided that no SAR will be exercisable after the
expiration of ten (10) years from the date the SAR is granted. The Committee may also provide for SARs to become exercisable at one time or from time to time,
periodically or otherwise (including, without limitation, upon the attainment during a Performance Period of performance goals based on Performance Factors), in
such number of Shares or percentage of the Shares subject to the SAR as the Committee determines. Except as may be set forth in the Participant’s Award
Agreement, vesting ceases on the date Participant’s Service terminates (unless determined otherwise by the Committee). Notwithstanding the foregoing, the rules of
Section 5.6 also will apply to SARs.

9.3. Form of Settlement. Upon exercise of a SAR, a Participant will be entitled to receive payment from the Company in an amount determined by
multiplying (a) the difference between the FMV of a Share on the date of exercise over the Exercise Price; times (b) the number of Shares with respect to which the
SAR is exercised. At the discretion of the Committee, the payment from the Company for the SAR exercise may be in cash, in Shares of equivalent value, or in
some combination thereof. The portion of a SAR being settled may be paid currently or on a deferred basis with such interest or Dividend Equivalent Right, if any,
as the Committee determines, provided that the terms of the SAR and any deferral satisfy the requirements of Section 409A of the Code.

9.4. Termination of Service. Except as may be set forth in the Participant’s Award Agreement, vesting ceases on such date Participant’s Service terminates

(unless determined otherwise by the Committee).

10. PERFORMANCE AWARDS. A Performance Award is an award to an eligible Employee, Consultant, or Director that is based upon the attainment of
performance goals, as established by the Committee, and other terms and conditions specified by the Committee, and may be settled in cash, Shares (which may
consist of, without limitation, Restricted Stock), other property, or any combination thereof. Grants of Performance Awards shall be made pursuant to an Award
Agreement that cites Section 10 of the Plan.

10.1. Types of Performance Awards. Performance Awards shall include Performance Shares, Performance Units, and cash-based Awards as set forth in
Sections 10.1(a), 10.1(b), and 10.1(c) below.

(a) Performance Shares. The Committee may grant Awards of Performance Shares, designate the Participants to whom Performance Shares are to

be awarded and determine the number of Performance Shares and the terms and conditions of each such Award.

(b) Performance Units. The Committee may grant Awards of Performance Units, designate the Participants to whom Performance Units are to be

awarded and determine the number of Performance Units and the terms and conditions of each such Award.
(c) Cash-Settled Performance Awards. The Committee may also grant cash-settled Performance Awards to Participants under the terms of this Plan.

(d) Dividend Equivalent Payments. The Committee may permit Participants holding Performance Shares and/or Performance Units (collectively,
“Performance Awards”) to receive dividends, distributions and/or dividend equivalent payments on outstanding Performance Awards if and when dividends
are paid to stockholders on Shares. In the discretion of the Committee, such dividends, distributions and/or dividend equivalent payments may be paid in
cash or Shares, and they may either be paid at the same time as dividend payments are made to stockholders or be delayed until Shares are issued (if
applicable) pursuant to the Performance Awards and may be subject to the same performance requirements as apply to the Performance Awards. If the
Committee permits dividends, distributions and/or dividend equivalent payments to be made on Performance Awards, the terms and conditions for such
dividends, distributions and/or dividend equivalent payments will be set forth in the applicable Award Agreement(s).

The amount to be paid under any Performance Award may be adjusted on the basis of such further consideration as the Committee shall determine in its sole
discretion.

10.2. Terms of Performance Awards. Performance Awards will be based on the attainment of performance goals using the Performance Factors within this
Plan that are established by the Committee for the relevant Performance Period. The Committee will determine, and each Award Agreement shall set forth, the
terms of each Performance Award including, without limitation: (a) the amount of any cash bonus, (b) the number of Shares deemed subject to an award of
Performance Shares; (c) the Performance Factors and Performance Period that shall determine the time and extent to which each award of Performance Shares shall
be settled; (d) the consideration to be distributed on settlement, and (e) the effect of the Participant’s termination of Service on each Performance Award. In



establishing Performance Factors and the Performance Period the Committee will: (i) determine the nature, length and starting date of any Performance Period;

(i1) select from among the Performance Factors to be used; and (z) determine the number of Shares deemed subject to the award of Performance Shares. Each
Performance Share will have an initial value equal to the FMV of a Share on the date of grant. Prior to settlement the Committee shall determine the extent to which
Performance Awards have been earned. Performance Periods may overlap and Participants may participate simultaneously with respect to Performance Awards that
are subject to different Performance Periods and different performance goals and other criteria.

10.3. Termination of Service. Except as may be set forth in the Participant’s Award Agreement, vesting ceases on the date Participant’s Service terminates

(unless determined otherwise by the Committee).

11. PAYMENT FOR SHARE PURCHASES. Payment from a Participant for Shares acquired pursuant to this Plan may be made in cash or cash equivalents or,
where approved for the Participant by the Committee and where permitted by law (and to the extent not otherwise set forth in the applicable Award Agreement):

(a) by cancellation of indebtedness of the Company owed to the Participant;

(b) by surrender of shares of Company capital stock held by the Participant that are clear of all liens, claims, encumbrances or security interests that

have an FMV on the date of surrender equal to the aggregate exercise price of the Shares as to which said Award will be exercised or settled;

(c) by waiver of compensation due or accrued to the Participant for services rendered or to be rendered to the Company or a Parent, Subsidiary or
Affiliate;

(d) by consideration received by the Company pursuant to a broker-assisted or other form of cashless exercise program implemented by the

Company in connection with the Plan;
(e) by any combination of the foregoing; or
(f) by any other method of payment as is permitted by applicable law.

The Committee may limit the availability of any method of payment, to the extent the Committee determines, in its discretion, that such limitation is necessary or
advisable to comply with applicable law or facilitate the administration of the Plan.

12. GRANTS TO NON-EMPLOYEE DIRECTORS. Non-Employee Directors are eligible to receive any type of Award offered under this Plan except ISOs.
Awards pursuant to this Section 12 may be automatically made pursuant to policy adopted by the Board, or made from time to time as determined in the discretion
of the Board. The aggregate grant date fair value of Awards granted to a Non-Employee Director pursuant to this Section 12 in any calendar year shall not exceed
$600,000.

12.1. Eligibility. Awards pursuant to this Section 12 shall be granted only to Non-Employee Directors. A Non-Employee Director who is elected or re-

elected as a member of the Board will be eligible to receive an Award under this Section 12.

12.2. Vesting, Exercisability and Settlement. Except as set forth in Section 21, Awards shall vest, become exercisable and be settled as determined by the
Board. With respect to Options and SARs, the exercise price granted to Non-Employee Directors shall not be less than the FMV of the Shares at the time that such
Option or SAR is granted.

12.3. Election to receive Awards in Lieu of Cash. A Non-Employee Director may elect to receive his or her annual retainer payments and/or meeting fees
from the Company in the form of cash or Awards or a combination thereof, as determined by the Committee. Such Awards shall be issued under the Plan. An
election under this Section 12.3 shall be filed with the Company on the form prescribed by the Company.

13. WITHHOLDING TAXES. Prior to any relevant taxable or tax withholding events in connection with the Awards under this Plan, the Company may require
the Participant to pay or make adequate arrangements satisfactory to the Company with respect to any or all income tax, social insurance, payroll tax, fringe benefits
tax, payment on account and other tax-related items related to the Participant’s participation in this Plan and legally applicable to the Participant (collectively, “Tax-
Related Obligations”). The Committee may, in its sole discretion and pursuant to such procedures as it may specify from time to time, require or permit a
Participant to satisfy withholding obligations for such Tax-Related Obligations, in whole or in part by (without limitation) (a) paying cash, (b) having the Company
withhold otherwise deliverable cash or Shares having a value equal to the Tax-Related Obligations to be withheld, (c) delivering to the Company already-owned
Shares having a value equal to the Tax-Related Obligations to be withheld, or (d) withholding from proceeds of the sale of Shares issued pursuant to an Award
either through a voluntary sale or through a mandatory sale arranged by the Company, provided that, in all instances, the satisfaction of the Tax-Related Obligations
will not result in any adverse accounting consequence to the Company, as the Committee may determine in its sole discretion. The Company may withhold or
account for these Tax-Related Obligations by considering applicable statutory withholding rates or other applicable withholding rates, including maximum rates for
the applicable tax jurisdiction to the extent consistent with applicable laws. Unless otherwise determined by the Committee, the FMV of the Shares will be
determined as of the date that the taxes are required to be withheld and such Shares shall be valued based on the FMV of the Shares as of the previous trading day,
unless otherwise determined by the Committee.

14. TRANSFERABILITY.

14.1. Transfer Generally. Unless determined otherwise by the Committee or pursuant to Section 14.2, an Award may not be sold, pledged, assigned,

hypothecated, transferred, or disposed of in any manner other than by will or by the laws of descent or distribution. If the Committee makes an Award transferable,



including, without limitation, by instrument to an inter vivos or testamentary trust in which the Awards are to be passed to beneficiaries upon the death of the trustor
(settlor) or by gift or by domestic relations order to a Permitted Transferee, such Award will contain such additional terms and conditions as the Committee deems
appropriate. All Awards shall be exercisable: (a) during the Participant’s lifetime only by (i) the Participant, or (ii) the Participant’s guardian or legal representative;
(b) after the Participant’s death, by the legal representative of the Participant’s heirs or legatees; and (c) in the case of all awards except ISOs, by a Permitted
Transferee.

14.2. Award Transfer Program. Notwithstanding any contrary provision of the Plan, the Committee shall have all discretion and authority to determine and
implement the terms and conditions of any Award Transfer Program instituted pursuant to this Section 14.2 and shall have the authority to amend the terms of any
Award participating, or otherwise eligible to participate in, the Award Transfer Program, including (but not limited to) the authority to (a) amend (including to
extend) the expiration date, post-termination exercise period and/or forfeiture conditions of any such Award, (b) amend or remove any provisions of the Award
relating to the Award holder’s continued Service to the Company or its Parent, Subsidiary, or Affiliate, (c) amend the permissible payment methods with respect to
the exercise or purchase of any such Award, (d) amend the adjustments to be implemented in the event of changes in the capitalization and other similar events with
respect to such Award, and (e) make such other changes to the terms of such Award as the Committee deems necessary or appropriate in its sole discretion.

15. PRIVILEGES OF STOCK OWNERSHIP; RESTRICTIONS ON SHARES.

15.1. Voting and Dividends. No Participant will have any of the rights of a stockholder with respect to any Shares until the Shares are issued to the
Participant, except for any Dividend Equivalent Rights permitted by an applicable Award Agreement. In addition, the Committee may provide that any Dividend
Equivalent Rights permitted by an applicable Award Agreement shall be deemed to have been reinvested in additional Shares or otherwise reinvested. After Shares
are issued to the Participant, the Participant will be a stockholder and have all the rights of a stockholder with respect to such Shares, including the right to vote and
receive all dividends or other distributions made or paid with respect to such Shares; provided, that if such Shares are Restricted Stock, then any new, additional or
different securities the Participant may become entitled to receive with respect to such Shares by virtue of a stock dividend, stock split or any other change in the
corporate or capital structure of the Company will be subject to the same restrictions as the Restricted Stock; provided, further, that the Participant will have no right
to retain such stock dividends or stock distributions with respect to Shares that are repurchased at the Participant’s Purchase Price or Exercise Price, as the case may
be, pursuant to Section 15.2. However, the Committee, in its discretion, may provide in the Award Agreement evidencing any Award that the Participant shall be
entitled to Dividend Equivalent Rights with respect to the payment of cash dividends on Shares underlying an Award during the period beginning on the date the
Award is granted and ending, with respect to each Share subject to the Award, on the earlier of the date on which the Award is exercised or settled or the date on
which it is forfeited. Such Dividend Equivalent Rights, if any, shall be credited to the Participant in the form of cash or additional whole Shares, as determined by
the Committee in its sole discretion, as of the date of payment of such cash dividends on Shares. Notwithstanding the foregoing, dividends and Dividend Equivalent
Rights may accrue with respect to unvested Awards, but will not be paid or issued until such Award is fully vested and the Shares are issued to Participant and such
Shares are no longer subject to any vesting requirements or repurchase rights on behalf of the Company.

15.2. Restrictions on Shares. At the discretion of the Committee, the Company may reserve to itself and/or its assignee(s) a right to repurchase (a “Right of
Repurchase”) a portion of any or all Unvested Shares held by a Participant following such Participant’s termination of Service at any time within ninety (90) days
(or such longer or shorter time determined by the Committee) after the later of the date Participant’s Service terminates and the date the Participant purchases Shares
under this Plan, for cash and/or cancellation of purchase money indebtedness, at the Participant’s Purchase Price or Exercise Price, as the case may be.

16. CERTIFICATES. All Shares or other securities whether or not certificated, delivered under this Plan will be subject to such stock transfer orders, legends and
other restrictions as the Committee may deem necessary or advisable, including restrictions under any applicable U.S. federal, state or foreign securities law, or any
rules, regulations and other requirements of any stock exchange or automated quotation system upon which the Shares may be listed or quoted and any non-U.S.
exchange controls or securities law restrictions to which the Shares are subject.

17. ESCROW:; PLEDGE OF SHARES. To enforce any restrictions on a Participant’s Shares, the Committee may require the Participant to deposit all written or
electronic certificates (if any) representing Shares, together with stock powers or other instruments of transfer approved by the Committee, appropriately endorsed

in blank, with the Company or an agent designated by the Company to hold in escrow until such restrictions have lapsed or terminated, and the Committee may
cause a legend or legends referencing such restrictions to be placed on the certificate. Any Participant who is permitted to execute a promissory note as partial or
full consideration for the purchase of Shares under this Plan will be required to pledge and deposit with the Company all or part of the Shares so purchased as
collateral to secure the payment of Participant’s obligation to the Company under the promissory note; provided, however, that the Committee may require or accept
other or additional forms of collateral to secure the payment of such obligation and, in any event, the Company will have full recourse against the Participant under
the promissory note notwithstanding any pledge of the Participant’s Shares or other collateral. In connection with any pledge of the Shares, Participant will be
required to execute and deliver a written pledge agreement in such form as the Committee will from time to time approve. The Shares purchased with the
promissory note may be released from the pledge on a pro rata basis as the promissory note is paid.

18. REPRICING:; EXCHANGE AND BUYOUT OF AWARDS. Without prior stockholder approval, the Committee may (a) reprice Options or SARs (and

where such repricing is a reduction in the Exercise Price of outstanding Options or SARs, the consent of the affected Participants is not required provided written

notice is provided to them, notwithstanding any adverse tax consequences to them arising from the repricing), and (b) with the consent of the respective Participants
(unless not required pursuant to Section 5.8 of the Plan), pay cash or issue new Awards in exchange for the surrender and cancellation of any, or all, outstanding
Awards.

19. SECURITIES LAW AND OTHER REGULATORY COMPLIANCE. An Award will not be effective unless such Award is in compliance with all
applicable U.S. and foreign federal and state securities and exchange control laws, rules and regulations of any governmental body, and the requirements of any
stock exchange or automated quotation system upon which the Shares may then be listed or quoted, as they are in effect on the date of grant of the Award and also



on the date of exercise or other issuance. Notwithstanding any other provision in this Plan, the Company will have no obligation to issue or deliver written or
electronic certificates (if any) for Shares under this Plan prior to: (a) obtaining any approvals from governmental agencies that the Company determines are
necessary or advisable; and/or (b) completion of any registration or other qualification of such Shares under any state or federal or foreign law or ruling of any
governmental body that the Company determines to be necessary or advisable. The Company will be under no obligation to register the Shares or to effect
compliance with the registration, qualification or listing requirements of any foreign, national or state securities laws, exchange control laws, stock exchange or
automated quotation system, and the Company will have no liability for any inability or failure to do so.

20. NO OBLIGATION TO EMPLQOY. Nothing in this Plan or any Award granted under this Plan will confer or be deemed to confer on any Participant any right
to continue in the employ of, or to continue any other relationship with, the Company or any Parent, Subsidiary or Affiliate or limit in any way the right of the
Company or any Parent, Subsidiary or Affiliate to terminate Participant’s employment or other relationship at any time.

21. CORPORATE TRANSACTIONS.

21.1. Assumption or Replacement of Awards by Successor. In the event that the Company is subject to a Corporate Transaction, outstanding Awards
acquired under the Plan shall be subject to the agreement evidencing the Corporate Transaction, which need not treat all outstanding Awards in an identical manner.
Such agreement, without the Participant’s consent, shall provide for one or more of the following with respect to all outstanding Awards as of the effective date of
such Corporate Transaction:

(a) The continuation of an outstanding Award by the Company (if the Company is the successor entity).

(b) The assumption of an outstanding Award by the successor or acquiring entity (if any) of such Corporate Transaction (or by its parents, if any),
which assumption, will be binding on all selected Participants; provided that the exercise price and the number and nature of shares issuable upon exercise of
any such option or stock appreciation right, or any award that is subject to Section 409A of the Code, will be adjusted appropriately pursuant to
Section 424(a) of the Code and/or Section 409A of the Code, as applicable.

(c) The substitution by the successor or acquiring entity in such Corporate Transaction (or by its parents, if any) of equivalent awards with
substantially the same terms for such outstanding Awards (except that the exercise price and the number and nature of shares issuable upon exercise of any
such option or stock appreciation right, or any award that is subject to Section 409A of the Code, will be adjusted appropriately pursuant to Section 424(a) of
the Code and/or Section 409A of the Code, as applicable).

(d) The full or partial acceleration of exercisability or vesting and accelerated expiration of an outstanding Award and lapse of the Company’s right

to repurchase or re-acquire shares acquired under an Award or lapse of forfeiture rights with respect to shares acquired under an Award.

(e) The settlement of the full value of such outstanding Award (whether or not then vested or exercisable) in cash, cash equivalents, or securities of
the successor entity (or its parent, if any) with a FMV equal to the required amount, followed by the cancellation of such Awards; provided however, that
such Award may be cancelled if such Award has no value, as determined by the Committee, in its discretion. Subject to Section 409A of the Code, such
payment may be made in installments and may be deferred until the date or dates the Award would have become exercisable or vested. Such payment may
be subject to vesting based on the Participant’s continued service, provided that the vesting schedule shall not be less favorable to the Participant than the
schedule under which the Award would have become vested or exercisable. For purposes of this Section 21.1(e), the FMV of any security shall be
determined without regard to any vesting conditions that may apply to such security.

(f) The cancellation of outstanding Awards in exchange for no consideration.

The Board shall have full power and authority to assign the Company’s right to repurchase or re-acquire or forfeiture rights to such successor or acquiring
corporation. In addition, in the event such successor or acquiring corporation (if any) refuses to assume, convert, replace or substitute Awards, as provided above,
pursuant to a Corporate Transaction, the Committee will notify the Participant in writing or electronically that such Award will be exercisable for a period of time
determined by the Committee in its sole discretion, and such Award will terminate upon the expiration of such period. Awards need not be treated similarly in a
Corporate Transaction.

21.2. Assumption of Awards by the Company. The Company, from time to time, also may substitute or assume outstanding awards granted by another
company, whether in connection with an acquisition of such other company or otherwise, by either; (a) granting an Award under this Plan in substitution of such
other company’s award; or (b) assuming such award as if it had been granted under this Plan if the terms of such assumed award could be applied to an Award
granted under this Plan. Such substitution or assumption will be permissible if the holder of the substituted or assumed award would have been eligible to be granted
an Award under this Plan if the other company had applied the rules of this Plan to such grant. In the event the Company assumes an award granted by another
company, the terms and conditions of such award will remain unchanged (except that the Purchase Price or the Exercise Price, as the case may be, and the number
and nature of Shares issuable upon exercise or settlement of any such Award will be adjusted appropriately pursuant to Section 424(a) of the Code and/or
Section 409A of the Code, as applicable). In the event the Company elects to grant a new Option in substitution rather than assuming an existing option, such new
Option may be granted with a similarly adjusted Exercise Price. Substitute Awards shall not be deducted from the number of Shares authorized for grant under the
Plan or authorized for grant to a Participant in a calendar year.

21.3. Non-Employee Directors’ Awards. Notwithstanding any provision to the contrary herein, in the event of a Corporate Transaction, the vesting of all
Awards granted to Non-Employee Directors shall accelerate and such Awards shall become exercisable (as applicable) in full prior to the consummation of such
event at such times and on such conditions as the Committee determines.



22. ADOPTION AND STOCKHOLDER APPROVAL. This Plan shall be submitted for the approval of the Company’s stockholders, consistent with applicable
laws, within twelve (12) months before or after the date this Plan is adopted by the Board.

23. TERM OF PLAN/GOVERNING LAW. Unless earlier terminated as provided herein, this Plan will become effective on the Effective Date and will
terminate ten (10) years from the date this Plan is adopted by the Board. This Plan and all Awards granted hereunder shall be governed by and construed in
accordance with the laws of the State of Delaware (excluding its conflict of law rules).

24. AMENDMENT OR TERMINATION OF PLAN. The Board may at any time terminate or amend this Plan in any respect, including, without limitation,
amendment of any form of Award Agreement or instrument to be executed pursuant to this Plan; provided, however, that the Board will not, without the approval of
the stockholders of the Company, amend this Plan in any manner that requires such stockholder approval; provided further, that a Participant’s Award shall be
governed by the version of this Plan then in effect at the time such Award was granted. No termination or amendment of the Plan shall affect any then-outstanding
Award unless expressly provided by the Committee; in any event, no termination or amendment of the Plan or any outstanding Award may adversely affect any
then outstanding Award without the consent of the Participant, unless such termination or amendment is necessary to comply with applicable law, regulation or rule.

25. NON-EXCLUSIVITY OF THE PLAN. Neither the adoption of this Plan by the Board, the submission of this Plan to the stockholders of the Company for
approval, nor any provision of this Plan will be construed as creating any limitations on the power of the Board to adopt such additional compensation arrangements
as it may deem desirable, including, without limitation, the granting of stock options and other equity awards and bonuses otherwise than under this Plan, and such
arrangements may be either generally applicable or applicable only in specific cases.

26. INSIDER TRADING POLICY. Each Participant who receives an Award shall comply with any policy adopted by the Company from time to time covering
transactions in the Company’s securities by Employees, officers and/or directors of the Company, as well as with any applicable insider trading or market abuse
laws to which the Participant may be subject.

27. ALL AWARDS SUBJECT TO COMPANY CLAWBACK OR RECOUPMENT POLICY. All Awards shall, subject to applicable law, be subject to
clawback or recoupment pursuant to any compensation clawback or recoupment policy adopted by the Board or the Committee or required by law during the term
of Participant’s employment or other service with the Company that is applicable to executive officers, employees, directors or other service providers of the
Company, and in addition to any other remedies available under such policy and applicable law, may require the cancelation of outstanding Awards and the
recoupment of any gains realized with respect to Awards.

NOTICE OF STOCK OPTION GRANT
(GLOBAL)

SONOS, INC.
2018 EQUITY INCENTIVE PLAN
GRANT NUMBER:

Unless otherwise defined herein, the terms defined in the Sonos, Inc. (the “Company”), 2018 Equity Incentive Plan (the “Plan”) shall have the same
meanings in this Notice of Stock Option Grant (the “Notice of Grant’) and the attached Stock Option Agreement, including the International Supplement attached
hereto (the “Supplement”), which is generally applicable to you if you live or work outside the United States, and any special terms and conditions for your country
set forth therein (collectively, the “Option Agreement”). Y ou have been granted an Option to purchase shares of Common Stock of the Company under the Plan
subject to the terms and conditions of the Plan, this Notice of Grant and the Option Agreement.

Name:

Address:

Number of Shares:

Exercise Price Per Share:

Date of Grant:

Vesting Commencement Date:

Type of Option:

Expiration Date: ; this Option expires earlier if your Service terminates earlier, as
described in the Option Agreement.



Vesting Schedule:

Vesting Acceleration:

This Notice of Grant may be executed and delivered electronically, whether via the Company’s intranet or the Internet site of a third party or via email or any other
means of electronic delivery specified by the Company. You acknowledge that the vesting of the Shares pursuant to this Notice of Grant is earned only by
continuing Service, but you understand that your employment or consulting relationship with the Company or a Parent, Subsidiary or Affiliate is for an unspecified
duration, can be terminated at any time, and that nothing in this Notice of Grant, the Option Agreement or the Plan changes the nature of that relationship. By
accepting this Option, you and the Company agree that this Option is granted under and governed by the terms and conditions of the Plan, this Notice of Grant and
the Option Agreement. By accepting this Option, you consent to the electronic delivery and acceptance as further set forth in the Option Agreement.

STOCK OPTION AGREEMENT
SONOS, INC.
2018 EQUITY INCENTIVE PLAN

You have been granted an Option by Sonos, Inc. (the “Company”), under the 2018 Equity Incentive Plan (the “Plan”) to purchase Shares (the “Option”),
subject to the terms, restrictions and conditions of the Plan, the Notice of Stock Option Grant (the “Notice of Grant’) and this Stock Option Agreement, including
the Supplement, which is generally applicable to you if you live or work outside the United States, and any special terms and conditions for your country set forth
therein (collectively, the “Agreement”).

1. Grant of Option. You have been granted the Option for the number of Shares set forth in the Notice of Grant at the Exercise Price per Share set forth in
the Notice of Grant. In the event of a conflict between the terms and conditions of the Plan and the terms and conditions of this Agreement, the terms and conditions
of the Plan shall prevail.

If you are a U.S. taxpayer and the Option is designated in the Notice of Grant as an Incentive Stock Option (“ZS0O”), this Option is intended to qualify as an
Incentive Stock Option under Section 422 of the Code. However, if this Option is intended to be an ISO, to the extent that it exceeds the $100,000 limit under Code
Section 422(d), it shall be treated as a Nonqualified Stock Option (“NSO”).

2. Termination.

(a) General Rule. If your Service terminates for any reason except death or Disability, then this Option will expire at the close of business at
Company headquarters on the date three months after your termination of Service (subject to the expiration detailed in Section 6).

You acknowledge and agree that the vesting schedule set forth in the Notice of Grant may change prospectively in the event that your service status changes
between full and part-time status in accordance with Company policies relating to work schedules and vesting of awards. You acknowledge that the vesting of the
Shares pursuant to this Agreement is earned only by continuing Service.

(b) Death; Disability. If you die before your Service terminates or you die within three months of your termination of Service, then this Option will
expire at the close of business at Company headquarters on the date 12 months after the date of death (subject to the expiration detailed in Section 6). If your
Service terminates because of your Disability, then this Option will expire at the close of business at Company headquarters on the date 12 months after your
termination date (subject to the expiration detailed in Section 6).

(¢) Termination Date. For purposes of this Option, your Service will be considered terminated as of the date you are no longer actively providing
services to the Company or a Parent, Subsidiary or Affiliate (regardless of the reason for such termination and whether or not later found to be invalid or in breach
of labor laws in the jurisdiction where you are employed or engaged or the terms of your employment or consulting agreement, if any), and your period of Service
will not include any contractual notice period or any period of “garden leave” or similar period mandated under labor laws in the jurisdiction where you are
employed or engaged or the terms of your employment or consulting agreement, if any. The Committee shall have the exclusive discretion to determine when you
are no longer actively providing services for purposes of this Option (including whether you may still be considered to be providing services while on a leave of
absence).

(d) No Notice. You are responsible for keeping track of these exercise periods following your termination of Service for any reason. The Company
will not provide further notice of such periods. In no event shall this Option be exercised later than the Expiration Date set forth in the Notice of Grant.

3. Exercise of Option.

(a) Right to Exercise. This Option is exercisable during its term in accordance with the vesting schedule set forth in the Notice of Grant and the
applicable provisions of the Plan and this Agreement. In the event of your death, Disability, or other cessation of Service, the exercisability of the Option is
governed by the applicable provisions of the Plan, the Notice of Grant and this Agreement. This Option may not be exercised for a fraction of a Share.

(b) Method of Exercise. This Option is exercisable by delivery of an exercise notice in a form specified by the Company (the “Exercise Notice”),
which shall state the election to exercise the Option, the number of Shares in respect of which the Option is being exercised (the “Exercised Shares™), and such
other representations and agreements as may be required by the Company pursuant to the provisions of the Plan. The Exercise Notice shall be delivered in person,
by mail, via electronic mail or by other authorized method to the Secretary of the Company or other person designated by the Company. The Exercise Notice shall
be accompanied by payment of the aggregate Exercise Price as to all Exercised Shares. This Option shall be deemed to be exercised upon receipt by the Company
of a fully executed Exercise Notice accompanied by the aggregate Exercise Price and any applicable withholding of Tax-Related Items as detailed in Section 8
below.

4. Method of Payment. Payment of the aggregate Exercise Price shall be by any of the following, or a combination thereof, at your election:



(a) your personal check, wire transfer, or a cashier’s check;

(b) for U.S. taxpayers only: certificates for shares of Company stock that you own, along with any forms needed to effect a transfer of those shares
to the Company; the value of the shares, determined as of the effective date of the Option exercise, will be applied to the Exercise Price. Instead of surrendering
shares of Company stock, you may attest to the ownership of those shares on a form provided by the Company and have the same number of shares subtracted from
the Exercised Shares issued to you. However, you may not surrender, or attest to the ownership of, shares of Company stock in payment of the Exercise Price of
your Option if your action would cause the Company to recognize compensation expense (or additional compensation expense) with respect to this Option for
financial reporting purposes;

(c) cashless exercise through irrevocable directions to a securities broker approved by the Company to sell all or part of the Exercised Shares and to
deliver to the Company from the sale proceeds an amount sufficient to pay the Exercise Price and any withholding of Tax-Related Items. The balance of the sale
proceeds, if any, will be delivered to you. The directions must be given by signing a special notice of exercise form provided by the Company; or

(d) other method authorized by the Company.

5. Non-Transferability of Option. In general, except as provided below, only you may exercise this Option prior to your death. You may not transfer or
assign this Option, except as provided below. For instance, you may not sell this Option or use it as security for a loan. If you attempt to do any of these things, this
Option will immediately become invalid.

However, if you are a U.S. taxpayer, you may dispose of this Option in your will or in a beneficiary designation. If you are a U.S. taxpayer and this Option is
designated as a NSO in the Notice of Grant, then the Committee may, in its sole discretion, allow you to transfer vested Shares subject to this Option (whether
exercised or unexercised) as a gift to one or more family members. For purposes of this Agreement, “family member” means a child, stepchild, grandchild, parent,
stepparent, grandparent, spouse, former spouse, sibling, niece, nephew, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law or sister-in-law
(including adoptive relationships), any individual sharing your household (other than a tenant or employee), a trust in which one or more of these individuals have
more than 50% of the beneficial interest, a foundation in which you or one or more of these persons control the management of assets, and any entity in which you
or one or more of these persons own more than 50% of the voting interest. The Committee will allow you to transfer this Option only if both you and the
transferee(s) execute the forms prescribed by the Committee, which include the consent of the transferee(s) to be bound by this Agreement.

This Option may not be transferred in any manner other than by will or by the laws of descent or distribution or court order and may be exercised during the
lifetime of you only by you, your guardian, or legal representative, as permitted in the Plan and applicable local laws. The terms of the Plan and this Agreement
shall be binding upon the executors, administrators, heirs, successors and assigns of you.

6. Term of Option. This Option shall in any event expire on the expiration date set forth in the Notice of Grant, which date is ten years after the grant date
(five years after the grant date if this Option is designated as an ISO in the Notice of Grant and Section 5.3 of the Plan applies).

7. Tax Obligations. You should consult a tax adviser for tax obligations relating to this Option in the jurisdiction in which you are subject to tax. YOU
SHOULD CONSULT A TAX ADVISER BEFORE EXERCISING THIS OPTION OR DISPOSING OF THE SHARES.

(a) Exercising the Option. You will not be allowed to exercise this Option unless you make arrangements acceptable to the Company to pay any
withholding of Tax-Related Items.

(b) Notice of Disqualifying Disposition of ISO Shares. If you sell or otherwise dispose of any of the Shares acquired pursuant to an ISO on or
before the later of (i) two years after the grant date, or (ii) one year after the exercise date, you shall immediately notify the Company in writing of such disposition.
You agree that you may be subject to income tax withholding by the Company on the compensation income recognized from such early disposition of ISO Shares
by payment in cash or out of the current compensation paid to you.

8. Responsibility for Taxes. Regardless of any action the Company or, if different, your actual employer (the “Employer”) takes with respect to any or all
income tax, social insurance contributions, payroll tax, fringe benefits tax, payment on account or other tax-related withholding (“7Tax-Related Items”), you
acknowledge that the ultimate liability for all Tax-Related Items legally due by you is and remains your responsibility and that the Company and/or the Employer
(1) make no representations or undertakings regarding the treatment of any Tax-Related Items in connection with any aspect of this Option, including the grant,
vesting or exercise of this Option, the subsequent sale of Shares acquired pursuant to such exercise and the receipt of any dividends; and (2) do not commit to
structure the terms of the grant or any aspect of this Option to reduce or eliminate your liability for Tax-Related Items or achieve any particular tax result. You
acknowledge that if you are subject to Tax-Related Items in more than one jurisdiction, the Company and/or the Employer may be required to withhold or account
for Tax-Related Items in more than one jurisdiction.

Prior to exercise of the Option, you shall pay or make adequate arrangements satisfactory to the Company and/or the Employer to satisfy all Tax-Related
Item withholding and payment on account obligations of the Company and/or the Employer. In this regard, you authorize the Company and/or the Employer, and
their respective agents, to withhold taxes from the proceeds of the sale of the Shares, through a mandatory sale arranged by the Company (on your behalf and
pursuant to this authorization).

If any amount of Tax-Related Items that the Company or the Employer may be required to withhold as a result of your participation in the Plan or your
purchase of Shares cannot be satisfied by the means previously described, then you authorize the Company or the Employer, and their respective agents, at their
discretion, to withhold all applicable Tax-Related Items legally payable by you, if permissible under local law, from your wages or other cash compensation paid to
you by the Company and/or the Employer. With the Company’s consent, you may request alternative withholding arrangements, which may also include, if
permissible under local law, (a) withholding Shares that otherwise would be issued to you when you exercise this Option, provided that the Company only
withholds the amount of Shares necessary to satisfy the minimum statutory withholding amount, (b) having the Company withhold taxes from the proceeds of the
sale of the Shares through a voluntary sale arranged by the Company, (c) your payment of a cash amount or (d) any other arrangement approved by the Company;
all under such rules as may be established by the Committee and in compliance with the Company’s Insider Trading Policy and 10b5-1 Trading Plan Policy, if
applicable; provided, however, that if you are a Section 16 officer of the Company under the Exchange Act, then the Committee (as constituted in accordance with
Rule 16b-3 under the Exchange Act) shall establish the method of withholding prior to the taxable or withholding event. The Fair Market Value of these Shares,
determined as of the effective date of the Option exercise, will be applied as a credit against the Tax-Related Items.

Depending on the withholding method, the Company may withhold or account for Tax-Related Items by considering applicable minimum statutory
withholding rates or other applicable withholding rates, including maximum applicable rates, as determined in the sole discretion of the Company or the Employer.
In any case, you will not receive a refund from the Company of any over-withheld amount in cash and will have no entitlement to the Shares equivalent. If the



obligation for Tax-Related Items is satisfied by withholding in Shares, for tax purposes, you are deemed to have been issued the full number of Shares subject to the
vested Shares, notwithstanding that a number of the Shares are held back solely for the purpose of paying the Tax-Related Items. You acknowledge that the
Company has no obligation to deliver Shares to you until you have satisfied the obligations in connection with the Tax-Related Items as described in this Section.

9. Nature of Grant. In accepting this Option, you acknowledge, understand and agree that:

(a) the Plan is established voluntarily by the Company, it is discretionary in nature and it may be modified, suspended or terminated by the
Company at any time, to the extent permitted by the Plan;

(b) the grant of this Option is voluntary and occasional and does not create any contractual or other right to receive future grants of stock options,
or benefits in lieu of stock options, even if stock options have been granted in the past;

(c) all decisions with respect to future stock options or other grants, if any, will be at the sole discretion of the Company;
(d) you are voluntarily participating in the Plan;

(e) this Option and any Shares acquired under the Plan, and the income and value of same, are not intended to replace any pension rights or
compensation;

(f) this Option and any Shares acquired under the Plan, and the income and value of same, are not part of normal or expected compensation for
purpose of calculating any severance, resignation, termination, redundancy, dismissal, end-of-service payments, bonuses, long-service awards, pension or retirement
benefits or payments or welfare benefits or similar payments;

(g) unless otherwise agreed with the Company, this Option and any Shares acquired under the Plan, and the income and value of same, are not
granted as consideration for, or in connection with, any Service you may provide as a director of any Parent, Subsidiary or Affiliate;

(h) the future value of the Shares underlying this Option is unknown, indeterminable, and cannot be predicted with certainty;
(i) if the underlying Shares do not increase in value, this Option will have no value;
() ifyou exercise this Option and acquire Shares, the value of such Shares may increase or decrease in value, even below the Exercise Price;

(k) no claim or entitlement to compensation or damages shall arise from forfeiture of this Option resulting from the termination of your Service (for
any reason whatsoever, whether or not later found to be invalid or in breach of labor laws in the jurisdiction where you are employed or engaged or the terms of
your employment or service agreement, if any), and in consideration of the grant of this Option to which you are otherwise not entitled, you irrevocably agree never
to institute any claim against the Company, the Employer or any Parent, Subsidiary or Affiliate, waive your ability, if any, to bring any such claim, and release the
Company, the Employer or any Parent, Subsidiary or Affiliate from any such claim; if, notwithstanding the foregoing, any such claim is allowed by a court of
competent jurisdiction, then, by participating in the Plan, you shall be deemed irrevocably to have agreed not to pursue such claim and agree to execute any and all
documents necessary to request dismissal or withdrawal of such claim; and

(1) ifyou are providing Service outside the United States, neither the Employer, the Company nor any Parent, Subsidiary or Affiliate shall be liable
for any foreign exchange rate fluctuation between your local currency and the United States Dollar that may affect the value of this Option or of any amounts due to
you pursuant to the exercise of this Option or the subsequent sale of any Shares acquired upon exercise.

10. Acknowledgement. The Company and you agree that this Option is granted under and governed by the Notice of Grant, this Agreement and the
provisions of the Plan (incorporated herein by reference). You: (i) acknowledge receipt of a copy of the Plan prospectus, (ii) represent that you have carefully read
and are familiar with the provisions in the grant documents, and (iii) hereby accept this Option subject to all of the terms and conditions set forth in this Agreement
and those set forth in the Plan and the Notice of Grant. You hereby agree to accept as binding, conclusive and final all decisions or interpretations of the Committee
upon any questions relating to the Plan, the Notice of Grant and this Agreement.

11. Consent to Electronic Delivery and Acceptance of All Plan Documents and Disclosures. By your acceptance of this Option, you consent to the
electronic delivery of the Notice of Grant, this Agreement, account statements, Plan prospectuses required by the SEC, U.S. financial reports of the Company, and

all other documents that the Company is required to deliver to its stockholders (including, without limitation, annual reports and proxy statements) or other
communications or information related to this Option. Electronic delivery may include the delivery of a link to a Company intranet or the internet site of a third
party involved in administering the Plan, the delivery of the document via e-mail or such other delivery determined at the Company’s discretion. You acknowledge
that you may receive from the Company a paper copy of any documents delivered electronically at no cost if you contact the Company by telephone, through a
postal service or electronic mail at sonos-stockadmin(@sonos.com. You further acknowledge that you will be provided with a paper copy of any documents
delivered electronically if electronic delivery fails; similarly, you understand that you must provide on request to the Company or any designated third party a paper
copy of any documents delivered electronically if electronic delivery fails. You agree to participate in the Plan through an on-line or electronic system established
and maintained by the Company or a third party designated by the Company. Also, you understand that your consent may be revoked or changed, including any
change in the electronic mail address to which documents are delivered (if you have provided an electronic mail address), at any time by notifying the Company of
such revised or revoked consent by telephone, postal service or electronic mail at sonos-stockadmin@sonos.com. Finally, you understand that you are not required
to consent to electronic delivery.

12. Compliance with Laws and Regulations. The exercise of this Option will be subject to and conditioned upon compliance by the Company and you
with all applicable state, federal and foreign laws and regulations and with all applicable requirements of any stock exchange or automated quotation system on
which the Company’s Common Stock may be listed or quoted at the time of such issuance or transfer, which compliance the Company shall, in its absolute
discretion, deem necessary or advisable. You understand that the Company is under no obligation to register or qualify the Common Stock with any state, federal or
foreign securities commission or to seek approval or clearance from any governmental authority for the issuance or sale of the Shares. Further, you agree that the
Company shall have unilateral authority to amend the Plan and this Agreement without your consent to the extent necessary to comply with securities or other laws
applicable to issuance of Shares. Finally, the Shares issued pursuant to this Agreement shall be endorsed with appropriate legends, if any, determined by the
Company.

13. No Advice Regarding Grant. The Company is not providing any tax, legal or financial advice, nor is the Company making any recommendations
regarding your participation in the Plan, or your acquisition or sale of the underlying Shares. You are hereby advised to consult with your own personal tax, legal
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and financial advisors regarding your participation in the Plan before taking any action related to the Plan.

14. Governing Law; Venue. This Agreement and all acts and transactions pursuant hereto and the rights and obligations of the parties hereto shall be
governed, construed and interpreted in accordance with the laws of the State of Delaware, without giving effect to principles of conflicts of law. For purposes of
litigating any dispute that may arise directly or indirectly from the Plan, the Notice of Grant and this Agreement, the parties hereby submit and consent to litigation
in the exclusive jurisdiction of the State of California and agree that any such litigation shall be conducted only in the courts of California in Santa Barbara County,
California, or the federal courts of the United States for the Southern District of California and no other courts.

15. Severability. If one or more provisions of this Agreement are held to be unenforceable under applicable law, the parties agree to renegotiate such
provision in good faith. In the event that the parties cannot reach a mutually agreeable and enforceable replacement for such provision, then (i) such provision shall
be excluded from this Agreement, (ii) the balance of this Agreement shall be interpreted as if such provision were so excluded and (iii) the balance of this
Agreement shall be enforceable in accordance with its terms.

16. No Rights as Employee, Director or Consultant. Nothing in this Agreement shall affect in any manner whatsoever the right or power of the
Company, or a Parent, Subsidiary or Affiliate of the Company, to terminate your Service, for any reason, with or without Cause.

17. Adjustment. In the event of a stock split, a stock dividend or a similar change in Company stock, the number of Shares covered by this Option and the
Exercise Price per Share may be adjusted pursuant to the Plan.

18. Lock-Up Agreement. In connection with the initial public offering of the Company’s securities and upon request of the Company or the underwriters
managing any underwritten offering of the Company’s securities, you hereby agree not to sell, make any short sale of, loan, grant any option for the purchase of, or
otherwise dispose of any securities of the Company however and whenever acquired (other than those included in the registration), except pursuant to a transfer for
no consideration in accordance with Section 5 above, without the prior written consent of the Company or such underwriters, as the case may be, for such period of
time (not to exceed one hundred eighty (180) days) from the effective date of such registration as may be requested by the Company or such managing underwriters
and to execute an agreement reflecting the foregoing as may be requested by the underwriters at the time of the public offering; provided however that, if during the
last seventeen (17) days of the restricted period the Company issues an earnings release or material news or a material event relating to the Company occurs, or
prior to the expiration of the restricted period the Company announces that it will release earnings results during the sixteen (16)-day period beginning on the last
day of the restricted period, then, upon the request of the managing underwriter, to the extent required by any FINRA rules, the restrictions imposed by this Section
shall continue to apply until the end of the third trading day following the expiration of the fifteen (15)-day period beginning on the issuance of the earnings release
or the occurrence of the material news or material event. In no event will the restricted period extend beyond two hundred sixteen (216) days after the effective date
of the registration statement.

19. Award Subject to Company Clawback or Recoupment. To the extent permitted by applicable law, the Option shall be subject to clawback or
recoupment pursuant to any clawback or recoupment policy adopted by the Board or required by law during the term of your employment or other Service that is
applicable to you. In addition to any other remedies available under such policy, applicable law may require the cancellation of your Option (whether vested or
unvested) and the recoupment of any gains realized with respect to your Option.

20. Entire Agreement; Enforcement of Rights. This Agreement, the Plan and the Notice of Grant constitute the entire agreement and understanding of
the parties relating to the subject matter herein and supersede all prior discussions between them. Any prior agreements, commitments or negotiations concerning
this Option are superseded. No modification of or amendment to this Agreement, nor any waiver of any rights under this Agreement, shall be effective unless in
writing and signed by the parties to this Agreement. The failure by either party to enforce any rights under this Agreement shall not be construed as a waiver of any
rights of such party.

21. Insider Trading Restrictions/Market Abuse Laws. You acknowledge that you may be subject to insider trading restrictions and/or market abuse
laws, which may affect your ability to acquire or sell the Shares or rights to Shares under the Plan during such times as you are considered to have “inside
information” regarding the Company (as defined by the laws in your country). Any restrictions under these laws or regulations are separate from and in addition to
any restrictions that may be imposed under any applicable Company insider trading policy. You acknowledge that it is your responsibility to comply with any
applicable restrictions, and you are advised to speak to your personal advisor on this matter.

22. Language. If you have received this Agreement or any other document related to the Plan translated into a language other than English and if the
meaning of the translated version is different than the English version, the English version will control.

23. International Supplement. Notwithstanding any provisions in this Agreement, this Option shall be subject to the Supplement if you live or work
outside the United States, including any special terms and conditions set forth therein for your country. Moreover, if you relocate to a country other than the United
States, then the Supplement, including the special terms and conditions for such country, will apply to you to the extent the Company determines that the application
of such terms and conditions is necessary or advisable for legal or administrative reasons. The Supplement constitutes part of this Agreement.

24. Imposition of Other Requirements. The Company reserves the right to impose other requirements on your participation in the Plan, on this Option
and on any Shares acquired under the Plan, to the extent the Company determines it is necessary or advisable for legal or administrative reasons, and to require you
to sign any additional agreements or undertakings that may be necessary to accomplish the foregoing.

25. Waiver. You acknowledge that a waiver by the Company of breach of any provision of this Agreement shall not operate or be construed as a waiver of
any other provision of this Agreement, or of any subsequent breach by you or any other Participant.

BY ACCEPTING THIS OPTION, YOU AGREE TO ALL OF THE TERMS AND CONDITIONS DESCRIBED ABOVE AND IN THE PLAN.

NOTICE OF RESTRICTED STOCK UNIT AWARD
(GLOBAL)

SONOS, INC.
2018 EQUITY INCENTIVE PLAN
GRANT NUMBER:



Unless otherwise defined herein, the terms defined in the Sonos, Inc. (the “Company”), 2018 Equity Incentive Plan (the “Plan”) shall have the same
meanings in this Notice of Restricted Stock Unit Award (the “Notice”) and the attached Award Agreement, including the International Supplement attached hereto
(the “Supplement”), which is generally applicable to you if you live or work outside the United States, and any special terms and conditions for your country set
forth therein (collectively, the “RSU Agreement”). You (“you”) have been granted an award of Restricted Stock Units (“RSUs”) under the Plan subject to the
terms and conditions of the Plan, this Notice and the attached RSU Agreement.

Name:

Address:

Number of RSUs:

Date of Grant:

Vesting Commencement Date:

Expiration Date: The earlier to occur of: (a) the settlement of all vested RSUs granted hereunder and (b) the tenth
anniversary of the Date of Grant. The RSUs expire earlier if your Service terminates earlier, as
described in the RSU Agreement.

Vesting Dates:

Vesting Schedule:

Vesting Acceleration: [Notwithstanding the foregoing and anything contrary in the RSU Agreement or the Plan, if your
Service is terminated by the Company or a successor corporation as a result of an Involuntary
Termination (as defined below) within the period of time commencing two months prior to a
Corporate Transaction (as defined below) and ending 12 months following a Corporate Transaction,
you shall also fully vest in the Accelerated RSUs (as defined below).

“Involuntary Termination” means, without your express written consent, any of the following:
(a) your resignation following (i) a significant reduction of your duties, position or responsibilities
relative to your duties, position or responsibilities in effect immediately prior to such reduction; (ii) a
material reduction by the Company of your base salary, as in effect immediately prior to such
reduction; and/or (iii) your relocation by the Company to a facility or a location more than fifty
(50) miles from your current location; or (b) any termination of your Service by the Company other
than for Cause (as defined below); in either of the foregoing cases, provided that such resignation or
termination constitutes a “separation from service” within the meaning of Section 409A of the Code
and the Treasury regulations promulgated thereunder.

“Cause” means any of the following: (i) any act of personal dishonesty, taken by you in
connection with your responsibilities as a service provider of the Company, which is intended to result
in your personal enrichment, (ii) your conviction of, or plea of nolo contendere to, a felony, (iii) any
act by you that constitutes material misconduct and is injurious to the Company, or (iv) continued
violations by you of your obligations to the Company.

“Accelerated RSUs” means 100% of the then-unvested RSUs.

Notwithstanding anything contrary in the RSU Agreement or the Plan, if you are subject to an
Involuntary Termination prior to a Corporate Transaction, your then-unvested RSUs shall remain
outstanding for two months but shall not continue vesting following such Involuntary Termination to
the minimum extent necessary to permit the vesting acceleration described above.]

This Grant Notice may be executed and delivered electronically, whether via the Company’s intranet or the Internet site of a third party or via email or any
other means of electronic delivery specified by the Company. You acknowledge that the vesting of the RSUs pursuant to this Notice is earned only by continuing
Service, but you understand that your employment or consulting relationship with the Company or a Parent, Subsidiary or Affiliate is for an unspecified duration,
can be terminated at any time, and that nothing in this Notice of Grant, the RSU Agreement or the Plan changes the nature of that relationship. By accepting this
award, you and the Company agree that this award is granted under and governed by the terms and conditions of the Plan, this Notice and the RSU Agreement. By
accepting this award of RSUs, you consent to the electronic delivery and acceptance as further set forth in the RSU Agreement.

RESTRICTED STOCK UNIT AGREEMENT
SONOS, INC.
2018 EQUITY INCENTIVE PLAN

You have been granted Restricted Stock Units (“RSUs”) by Sonos, Inc. (the “Company”), subject to the terms, restrictions and conditions of the Plan, the



Notice of Restricted Stock Unit Award (the “Notice”) and this Restricted Stock Unit Agreement, including the Supplement, which is generally applicable to you if
you live or work outside the United States, and any special terms and conditions for your country set forth therein (collectively, this “RSU Agreement”).

1. Nature of Grant. In accepting this award of RSUs, you acknowledge, understand and agree that:

(a)  the Plan is established voluntarily by the Company, it is discretionary in nature and it may be modified, amended, suspended or terminated by the
Company at any time, to the extent permitted by the Plan;

(b) the grant of the RSUs is voluntary and occasional and does not create any contractual or other right to receive future awards of RSUs, or benefits in lieu
of RSUs, even if RSUs have been granted in the past;

(c) all decisions with respect to future RSUs or other grants, if any, will be at the sole discretion of the Company;
(d) you are voluntarily participating in the Plan;
(e) the RSUs and the Shares subject to the RSUs, and the income and value of same, are not intended to replace any pension rights or compensation;

(f) the RSUs and the Shares subject to the RSUs, and the income and value of same, are not part of normal or expected compensation for purposes of
calculating any severance, resignation, termination, redundancy, dismissal, end-of-service payments, bonuses, long-service awards, pension or retirement or welfare
benefits or similar payments;

(g) unless otherwise agreed with the Company, the RSUs and any Shares acquired under the Plan, and the income and value of same, are not granted as
consideration for, or in connection with, any service you may provide as a director of the Company, or a Parent or Subsidiary of the Company;

(h) the future value of the underlying Shares is unknown, indeterminable and cannot be predicted with certainty;

(i) no claim or entitlement to compensation or damages shall arise from forfeiture of the RSUs resulting from the termination of your Service (for any
reason whatsoever whether or not later found to be invalid or in breach of labor laws in the jurisdiction where you are providing Service or the terms of your
employment or service agreement, if any), and in consideration of the grant of the RSUs to which you are otherwise not entitled, you irrevocably agree never to
institute any claim against the Company, the Employer (as defined below), or any other Parent or Subsidiary of the Company, waive your ability, if any, to bring
any such claim, and release the Company, the Employer and its Parent or Subsidiaries from any such claim; if, notwithstanding the foregoing, any such claim is
allowed by a court of competent jurisdiction, then, by participating in the Plan, you shall be deemed irrevocably to have agreed not to pursue such claim and agree
to execute any and all documents necessary to request dismissal or withdrawal of such claim; and

(j) the following provisions apply only if you are providing Service outside the United States:

(i) the RSUs and the Shares subject to the RSUs, and the income and value of same, are not part of normal or expected compensation or salary for
any purpose; and

(i)  neither the Company, the Employer nor any Parent or Subsidiary of the Company shall be liable for any foreign exchange rate fluctuation
between your local currency and the United States Dollar that may affect the value of the RSUs or the subsequent sale of any Shares acquired upon
settlement.

2. Settlement. Settlement of RSUs shall be made, in any case, on or before March 15 of the calendar year following the calendar year of the applicable date of
vesting under the vesting schedule set forth in the Notice. Settlement of RSUs shall be in Shares. Settlement means the delivery to you of the Shares vested under
the RSUs. Fractional Shares will not be issued.

3. No Stockholder Rights. Unless and until such time as Shares are issued in settlement of vested RSUs, you shall have no ownership of the Shares allocated to
the RSUs and shall have no right to dividends or to vote such Shares.

4. Dividend Equivalents. Dividend equivalents, if any, shall not be credited to you, except as otherwise permitted by the Committee.

5. No Transfer. RSUs may not be sold, assigned, transferred, pledged, hypothecated, or otherwise disposed of in any manner other than by will or by the laws of
descent or distribution or court order or unless otherwise permitted by the Committee on a case-by-case basis.

6. Termination. If your Service terminates for any reason, all unvested RSUs shall be forfeited to the Company forthwith, and all rights you have to such RSUs
shall immediately terminate, without payment of any consideration to you. For purposes of this award of RSUs, your Service will be considered terminated as of the
date you are no longer providing Service (regardless of the reason for such termination and whether or not later found to be invalid or in breach of labor laws in the
jurisdiction where you are employed or the terms of your employment or service agreement, if any) and will not be extended by any notice period mandated under
local employment laws (e.g., Service would not include a period of “garden leave” or similar period). In case of any dispute as to whether your termination of
Service has occurred, the Committee shall have sole discretion to determine whether such termination has occurred (including whether you may still be considered
to be providing Services while on a leave of absence) and the effective date of such termination.

7. Tax Consequences. You acknowledge that there will be certain consequences with regard to income tax, national or social insurance contributions, payroll tax,
fringe benefits tax, payment on account or other tax-related items (“Tax-Related Items”) upon settlement of the RSUs or disposition of the Shares, if any, received
in connection therewith, and you should consult a tax adviser regarding your tax obligations prior to such settlement or disposition in the jurisdiction where you are
subject to tax.

8. Responsibility for Taxes. Regardless of any action the Company or, if different, your actual employer (the “Employer”) takes with respect to any or all Tax-
Related Items withholding or required deductions, you acknowledge that the ultimate liability for all Tax-Related Items legally due by you is and remains your
responsibility and that the Company and/or the Employer (1) make no representations or undertakings regarding the treatment of any Tax-Related Items in
connection with any aspect of the award, including the grant, vesting or settlement of the RSUs, the subsequent sale of Shares acquired pursuant to such settlement
and the receipt of any dividends; and (2) do not commit to structure the terms of the award or any aspect of the RSUs to reduce or eliminate your liability for Tax-
Related Items or achieve any particular tax result. You acknowledge that if you are subject to Tax-Related Items in more than one jurisdiction, the Company and/or
the Employer may be required to withhold or account for Tax-Related Items in more than one jurisdiction.



You acknowledge that the Company’s obligation to issue or deliver Shares shall be subject to your satisfaction of all Company and/or Employer withholding
obligations for Tax-Related Items that arise as a result of this Award and the vesting and/or settlement of the RSUs that are subject to this Award. In this regard, you
authorize the Company and/or the Employer, and their respective agents, to withhold Shares that otherwise would be issued to you upon settlement of the RSUs to
satisfy the Company and/or the Employer’s tax withholding obligations. You acknowledge that you will not receive a refund in cash or Shares from the Company
and/or the Employer with respect to any withheld Shares, whose value exceeds the Company and/or the Employer’s withholding obligations for Tax-Related Items,
and that the Company and/or the Employer will include such excess amount in the taxes that the Company will pay to the applicable tax authorities on your behalf.
You must pay to the Company and/or the Employer any amount of the Tax-Related Items that the Company and/or the Employer may be required to withhold that
cannot be satisfied through share withholding. For tax purposes, you are deemed to have been issued the full number of Shares subject to the vested RSUs,
notwithstanding that a number of the Shares are held back solely for the purpose of paying the Tax-Related Items. You acknowledge that the Company has no
obligation to deliver Shares to you until you have satisfied the obligations in connection with the Tax-Related Items as described in this Section 8.

9. Acknowledgement. The Company and you agree that the RSUs are granted under and governed by the Notice, this RSU Agreement and the provisions of the
Plan. You: (i) acknowledge receipt of a copy of the Plan prospectus, (ii) represent that you have carefully read and are familiar with the provisions in the grant
documents, and (iii) hereby accept the RSUs subject to all of the terms and conditions set forth in this RSU Agreement and those set forth in the Notice. You hereby
agree to accept as binding, conclusive and final all decisions or interpretations of the Committee upon any questions relating to the Plan, the Notice and this RSU
Agreement.

10. Entire Agreement; Enforcement of Rights. This RSU Agreement, the Plan and the Notice constitute the entire agreement and understanding of the parties
relating to the subject matter herein and supersede all prior discussions between them. Any prior agreements, commitments or negotiations concerning the purchase
of the Shares hereunder are superseded. No modification of or amendment to this RSU Agreement, nor any waiver of any rights under this RSU Agreement, shall be
effective unless in writing and signed by the parties to this RSU Agreement. The failure by either party to enforce any rights under this RSU Agreement shall not be
construed as a waiver of any rights of such party.

11. Compliance with Laws and Regulations. The issuance of Shares will be subject to and conditioned upon compliance by the Company and you with all
applicable state, federal and foreign laws and regulations and with all applicable requirements of any stock exchange or automated quotation system on which the
Company’s Common Stock may be listed or quoted at the time of such issuance or transfer, which compliance the Company shall, in its absolute discretion, deem
necessary or advisable. You understand that the Company is under no obligation to register or qualify the Common Stock with any state, federal or foreign
securities commission or to seek approval or clearance from any governmental authority for the issuance or sale of the Shares. Further, you agree that the Company
shall have unilateral authority to amend the Plan and this RSU Agreement without your consent to the extent necessary to comply with securities or other laws
applicable to issuance of Shares. Finally, the Shares issued pursuant to this RSU Agreement shall be endorsed with appropriate legends, if any, determined by the
Company.

12. No Advice Regarding Grant. The Company is not providing any tax, legal or financial advice, nor is the Company making any recommendations regarding
your participation in the Plan, or your acquisition or sale of the underlying Shares. You are hereby advised to consult with your own personal tax, legal and financial
advisors regarding your participation in the Plan before taking any action related to the Plan.

13. Governing Law; Venue. This RSU Agreement, all acts and transactions pursuant hereto and the rights and obligations of the parties hereto shall be governed,
construed and interpreted in accordance with the laws of the State of Delaware, without giving effect to principles of conflicts of law. For purposes of litigating any
dispute that may arise directly or indirectly from the Plan, the Notice and this RSU Agreement, the parties hereby submit and consent to litigation in the exclusive
jurisdiction of the State of California and agree that any such litigation shall be conducted only in the courts of California in Santa Barbara County, California, or
the federal courts of the United States for the Southern District of California and no other courts.

14.  Severability. If one or more provisions of this RSU Agreement are held to be unenforceable under applicable law, the parties agree to renegotiate such
provision in good faith. In the event that the parties cannot reach a mutually agreeable and enforceable replacement for such provision, then (i) such provision shall
be excluded from this RSU Agreement, (ii) the balance of this RSU Agreement shall be interpreted as if such provision were so excluded and (iii) the balance of this
RSU Agreement shall be enforceable in accordance with its terms.

15. No Rights as Employee, Director or Consultant. Nothing in this RSU Agreement shall affect in any manner whatsoever the right or power of the Company,
or a Parent or Subsidiary of the Company, to terminate your Service, for any reason, with or without Cause.

16. Consent to Electronic Delivery and Acceptance of All Plan Documents and Disclosures. By your acceptance of this award of RSUs, you consent to the
electronic delivery of the Notice, this RSU Agreement, the Plan, account statements, Plan prospectuses required by the SEC, U.S. financial reports of the Company,

and all other documents that the Company is required to deliver to its stockholders (including, without limitation, annual reports and proxy statements) or other
communications or information related to the RSUs. Electronic delivery may include the delivery of a link to a Company intranet or the internet site of a third party
involved in administering the Plan, the delivery of the document via e-mail or such other delivery determined at the Company’s discretion. You acknowledge that
you may receive from the Company a paper copy of any documents delivered electronically at no cost if you contact the Company by telephone, through a postal
service or electronic mail at sonos-stockadmin@sonos.com. You further acknowledge that you will be provided with a paper copy of any documents delivered
electronically if electronic delivery fails; similarly, you understand that you must provide on request to the Company or any designated third party a paper copy of
any documents delivered electronically if electronic delivery fails. You agree to participate in the Plan through an on-line or electronic system established and
maintained by the Company or a third party designated by the Company. Also, you understand that your consent may be revoked or changed, including any change
in the electronic mail address to which documents are delivered (if you have provided an electronic mail address), at any time by notifying the Company of such
revised or revoked consent by telephone, postal service or electronic mail at sonos-stockadmin@sonos.com. Finally, you understand that you are not required to
consent to electronic delivery.

17. Insider Trading Restrictions/Market Abuse Laws. You acknowledge that, depending on your country, you may be subject to insider trading restrictions
and/or market abuse laws, which may affect your ability to acquire or sell the Shares or rights to Shares under the Plan during such times as you are considered to
have “inside information” regarding the Company (as defined by the laws in your country). Any restrictions under these laws or regulations are separate from and in
addition to any restrictions that may be imposed under any applicable Company insider trading policy. You acknowledge that it is your responsibility to comply
with any applicable restrictions, and you are advised to speak to your personal advisor on this matter.

18.  Language. If you have received this RSU Agreement or any other document related to the Plan translated into a language other than English and if the
meaning of the translated version is different than the English version, the English version will control.

19. International Supplement. Notwithstanding any provisions in this RSU Agreement, this award of RSUs shall be subject to the Supplement if you live or
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work outside the United States, including any special terms and conditions set forth therein for your country. Moreover, if you relocate to a country other than the
United States, then the Supplement, including the special terms and conditions for such country will, apply to you to the extent the Company determines that the
application of such terms and conditions is necessary or advisable for legal or administrative reasons. The Supplement constitutes part of this RSU Agreement.

20. Imposition of Other Requirements. The Company reserves the right to impose other requirements on your participation in the Plan, on the RSUs and on any
Shares acquired under the Plan, to the extent the Company determines it is necessary or advisable for legal or administrative reasons, and to require you to sign any
additional agreements or undertakings that may be necessary to accomplish the foregoing.

21. Waiver. You acknowledge that a waiver by the Company of breach of any provision of this RSU Agreement shall not operate or be construed as a waiver of
any other provision of this RSU Agreement, or of any subsequent breach by you or any other Participant.

22. Code Section 409A. For purposes of this RSU Agreement, a termination of employment will be determined consistent with the rules relating to a “separation
from service” as defined in Section 409A of the Code and the regulations thereunder (“Section 4094”). Notwithstanding anything else provided herein, to the extent
any payments provided under this RSU Agreement in connection with your termination of employment constitute deferred compensation subject to Section 409A,
and you are deemed at the time of such termination of employment to be a “specified employee” under Section 409A, then such payment shall not be made or
commence until the earlier of (i) the expiration of the six-month period measured from your separation from service from the Company or (ii) the date of your death
following such a separation from service; provided, however, that such deferral shall only be effected to the extent required to avoid adverse tax treatment to you
including, without limitation, the additional tax for which you would otherwise be liable under Section 409A(a)(1)(B) in the absence of such a deferral. To the
extent any payment under this RSU Agreement may be classified as a “short-term deferral” within the meaning of Section 409A, such payment shall be deemed a
short-term deferral, even if it may also qualify for an exemption from Section 409A under another provision of Section 409A. Payments pursuant to this section are
intended to constitute separate payments for purposes of Section 1.409A-2(b)(2) of the Treasury Regulations.

23. Award Subject to Company Clawback or Recoupment. To the extent permitted by applicable law, the RSUs shall be subject to clawback or recoupment
pursuant to any clawback or recoupment policy adopted by the Board or required by law during the term of your employment or other Service that is applicable to
you. In addition to any other remedies available under such policy, applicable law may require the cancellation of your RSUs (whether vested or unvested) and the
recoupment of any gains realized with respect to your RSUs.

BY ACCEPTING THIS RESTRICTED STOCK UNIT AWARD, YOU AGREE TO ALL OF THE TERMS AND CONDITIONS DESCRIBED ABOVE AND IN
THE PLAN.

Sonos, Inc.
Election to Defer Delivery of Shares —
Initial Restricted Stock Unit (RSU) Award

Under the Sonos, Inc. 2018 Equity Incentive Plan (“Plan”) and as permitted by the Compensation Committee, [ hereby elect to defer the delivery of %! of the
shares underlying my initial RSU Award to the following Elected Delivery Date (check one)’:

___ Separation from Service?

__On___ /__/___ (mustbe after the one-year anniversary of the date of grant?)

In witness whereof, I have executed this Election to Defer Delivery of Shares.’

Date Director’s Signature Director’s Printed Name

/1/ The number of shares is not determined until the date of grant; accordingly, please indicate a percentage of total shares rather than a number of shares. For
reference, under Sonos’ Director Compensation Policy, new non-employee directors who are appointed or elected on [a date other than] the annual meeting of
stockholders will receive an initial grant with a fair market value on the date of grant equal to $ . The date of grant for your initial RSU Award is expected
to be the date you are appointed to serve on Sonos’ Board of Directors.

/2/ Note that if you die before your Elected Delivery Date, your delivery date will instead be your date of death. In addition, in the event of a change in the
ownership or effective control of Sonos, or in the event of a change in the ownership of a substantial portion of the assets of Sonos, each as determined in
accordance with Section 409A of the Internal Revenue Code of 1986, as amended (“Section 409A”) (a “Section 409A Change of Control”), your delivery date will
instead be the date of closing of the Section 409A Change of Control.

/3/ In the event of a Separation of Service, to the extent necessary to comply with Section 409A, your delivery date will be the date that is six (6) months and one (1)
day following the date of such separation (or, if earlier, upon your death following such separation).

/4/ Your initial RSU Award is expected to vest

/5/ An election to defer delivery of shares with respect to your initial RSU Award must be made prior to your grant date. Therefore, this Election to Defer Delivery
of Shares must be made by and become irrevocable as of , except that you may change your Elected Delivery Date with respect to the shares deferred
under this election by filing a new Election to Defer Delivery of Shares form at least 12 months before, and only to defer to a date that is at least five years after, the
original distribution date, as determined in compliance with Section 409A. All terms of the Award Agreement other than the terms regarding settlement, including
the terms regarding the accrual of dividend equivalents, shall apply during the period of deferral. Capitalized terms not otherwise defined herein shall have the
meaning given them in the Plan.

This signed Election to Defer Delivery of Shares form must be received on or before 12:00 p.m. EST on via email at
Sonos, Inc.
Election to Defer Delivery of Shares —
Restricted Stock Unit (RSU) Award

Under the Sonos, Inc. 2018 Equity Incentive Plan (“Plan”) and as permitted by the Compensation Committee, I hereby elect to defer the delivery of %! of the
shares underlying my RSU Award to the following Elected Delivery Date (check one)’:
___ Separation from Service?



On / / (must be after the one-year anniversary of the date of grant?)

In witness whereof, I have executed this Election to Defer Delivery of Shares.’

Date Director’s Signature Director’s Printed Name

/1/ The number of shares is not determined until the date of grant; accordingly, please indicate a percentage of total shares rather than a number of shares. For
reference, under Sonos’ Director Compensation Policy, non-employee directors receive an annual grant with a fair market value on the date of grant equal to
$ . The date of grant for the RSU Award is expected to be the date of the annual meeting of Sonos.

/2/ Note that if you die before your Elected Delivery Date, your delivery date will instead be your date of death. In addition, in the event of a change in the
ownership or effective control of Sonos, or in the event of a change in the ownership of a substantial portion of the assets of Sonos, each as determined in
accordance with Section 409A of the Internal Revenue Code of 1986, as amended (“Section 409A”) (a “Section 409A Change of Control”), your delivery date will
instead be the date of closing of the Section 409A Change of Control.

/3/ In the event of a Separation of Service, to the extent necessary to comply with Section 409A, your delivery date will be the date that is six (6) months and one (1)
day following the date of such separation (or, if earlier, upon your death following such separation).

/4/ Your RSU Award is expected to vest

/5/ An election to defer delivery of shares must be made before the calendar year of an RSU Award date of grant. Therefore, this Election to Defer Delivery of
Shares must be made by and become irrevocable as of December 31, , except that you may change your Elected Delivery Date with respect to the shares
deferred under this election by filing a new Election to Defer Delivery of Shares form at least 12 months before, and only to defer to a date that is at least five years
after, the original distribution date, as determined in compliance with Section 409A. All terms of the Award Agreement other than the terms regarding settlement,
including the terms regarding the accrual of dividend equivalents, shall apply during the period of deferral. Capitalized terms not otherwise defined herein shall have
the meaning given them in the Plan.

This signed Election to Defer Delivery of Shares form must be received on or before 12:00 p.m. EST on December 31, via email at



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. Ihave 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))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 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. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c. 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

d. 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: February 5, 2020 /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, Brittany Bagley, certify that:
1. Ihave 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))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 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. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c. 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

d. 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: February 5, 2020

/s/ Brittany Bagley

Brittany Bagley

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 December 28, 2019 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: February 5, 2020 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, Brittany Bagley, 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 December 28, 2019 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: February 5, 2020 By: /s/ Brittany Bagley

Brittany Bagley

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



