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Abstract

This business case focuses on the M&A process and all the topics that come along with it, by
analysing from a practical point of view the acquisition of the wearables high-tech company
Fitbit Inc. by the tech giant Alphabet Inc. Such case has the aim to provide in particular a deep
understanding of this acquisition, and more in general about all the considerations that have to
be made in M&As within the technology sector, and it provides an overview under a strategic,

financial, and methodological point of view.
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Introduction

Before the end of 2019 a major acquisition deal in the tech industry was announced, and it
involved the Silicon Valley-based smartwatches manufacturer Fitbit Inc being acquired by the
tech giant Alphabet Inc. The deal was officially made public on November 01, 2019, but
rumours were already out since early October 2019, when Fitbit stock price started to see steep
increases in a manner of just a few days. Such acquisition will bring a new major player in the
broad wearable devices industry with financial resources and specialized know-how that will
make the current competitors such as Apple and Samsung feel higher pressure. The question is
whether Alphabet will be able to efficiently integrate Fitbit’s technology and know-how with
its own resources in order to achieve a strong competitive advantage? Will Alphabet’s
management team be conscious of what the future potential of such acquisition could bring and
be able to fully extrapolate and exploit the benefits coming from it? Will Fitbit’s devices gain
market share or will end up losing it to its competitors? Only the time will show the answer,
but this will depend upon the ability of Alphabet to effectively and efficiently integrating Fitbit

within its business and to fully give off the synergies that the acquisition could generate.



As well as, such acquisition could be worth the price paid if Alphabet will be able to fully
generate synergies, identify trends that wearables will create within the healthcare industry and
gain a relevant position in this field by betting on Fitbit’s products, brand, partnerships,

innovations, and all other features it can offer.

The Smartwatch Market

The smartwatch market, part of the broader wearable devices market, represents the new trend
in the digital market, and rapid advancements in the Integrated Circuits are expected to propel
further growth in the market in the near future. According to a report issued by
ResearchAndMarkets.com' in December 2019, the smartwatches market was valued at $ 48.14
billion in 2018 and is expected to reach a market value of $ 130.55 billion by 2024, by
increasing at a CAGR of 18.23% during the forecast period 2019-2024.

The main drivers for growth are increasing demand from sport people and athletes for wireless
sports and fitness devices that can be synchronized with smartphones; increasing health
awareness among customers, who can use smartwatches to take the required precautions in
advance by consulting doctors and easily monitor their health parameters; and entrance of a
large number of manufacturers along with ongoing technological advancements. Innovative
features such as tracking, alerts, GPS, and connectivity in smartwatches have lately caught
consumers’ interest. Also, the integration of 10T (Internet of Things) is expected to increase the
capability of smartwatches to serve the purpose of multiple apps and devices, and to allow
smartwatches to interact with other IoT devices to vastly improve a user’s quality of life. On
the other side, some major constraints that can limit growth in the coming years could be lack
of awareness about the utility of smartwatches, high costs, and absence of proper IT

infrastructure.



The global smartwatch market can be segmented by product as extension, standalone, and
classic; by application as personal assistance, medical, sports, and others; by operating systems
as WatchOS, WearOS/Android, TizenOS, and others; and by region as North America, Europe,
APAC (Asia-Pacific), and LAMEA (Latin America, and Middle-Eat & Africa)". The
standalone segment accounts for the largest market share within the global smartwatch market
due to features such as virtual sim card acceptance, wireless operations, and access to the
internet. Key players operating in the fragmented global smartwatch market are Apple, in a
leading position with 6.8 million of units sold worldwide, accounting for approx. 48% market
share in Q3 2019, followed by Samsung, Fitbit, and others (Fossil, Garmin, Lenovo, LG,
Huawei) (Exhibit 1)*. The largest and fastest growing geographical market is North America
due to recent innovations in smartwatch products and technological applications. Also, the
elevated numbers of obese and overweight population in North America is leading the increase
in the adoption of smartwatches to monitor health parameters. Europe and APAC follow North
America in leading a dominant market share due to the rise of disposable income, urbanization
and industrialization. The Middle-East & Africa is expected to achieve a steep growth rate'.
Since smartwatches are similar to mobile phone devices with a touchscreen display, more and
more people are using these watches instead of traditional watches. Several manufacturers are
adding the “healthcare factor” to differentiate smartwatches from smartphones in terms of
operations and to overcome customers’ resistance to adopting such product. Furthermore,
increased adoption of smartphones coupled with fast internet connectivity and important
investment by governments to build smart cities is likely to stimulate the growth of the global
smartwatch market in the coming years".

As reported by Steven Waltzer, senior analyst at Strategic Analytics, “Global smartwatch

shipments grew an impressive 42% annually from 10.0 million units in Q3 2018 to 14.2 million



in Q3 2019. Smartwatches growth continues to soar, as consumers increasingly accessorize

their smartphones with fitness-led and health-focused wearables™".

Alphabet And The Smartwatch Market

Alphabet is a company with over $161 billion in annual revenue in 2019 alone, from different
sources and businesses, primary from advertising (Exhibit 2), and with over $232 billion of
assets and liabilities (Exhibit 3.a, 3.b, 3.c, 3.d). Alphabet Inc., or best known as Google, is a
multinational conglomerate established in 1995 in Mountain View, California. Alphabet can be
seen as a collection of companies, the largest of which is Google, and represents the world’s
fourth-largest technology company by revenue and one of the world’s most valuable
companies. Through its several businesses, such as Google Maps, YouTube, Chrome, and
Android, it has over a billion users. The main source of revenue for Alphabet comes from
Google’s advertisement segment, with other revenues coming from Cloud, Search, and other.
Alphabet is a revolutionary company in constant search for internet innovations; indeed, the
conglomerate invests at the scale of the opportunities and resources that it individuates as such"'.
Back in 2012, Alphabet entered the smartwatches market with its own operating system
WearOS (previously called Android Wear), which had the aim to replicate the Android model
with watches: meaning distributing its free software WearOS in order to be adopted by other
smartwatch companies as operating system for their devices. In the beginning companies such
as Samsung, LG, and Motorola adopted Alphabet’s software, but shortly after this plan did not
go well as expected. It ended up being a failure: such integration model did not pan out, and the
vision of Alphabet’s ecosystem did not develop as it did for Android phones, therefore there
was no incentive for component makers to support smartwatches. After that, companies such
as Samsung started to develop their own operating system for their smartwatches, which led to

an increasing visibility and expansion in market share.""



As an effort to stay competitive in the smartwatch market, in early 2019 Alphabet acquired
Fossil’s technology for $40 million", in order to improve it and supply the watch company
with the operating system behind their smartwatches. The Alphabet’s $40 million Fossil deal
was aimed to acquire hybrid smartwatch tech, research and development team, and engineering
team™. Such strategic move was executed in order to develop Alphabet’s own dedicated team
with hardware experience working on its WearOS software platform and potentially on new
smartwatch designs as well. Indeed, Alphabet ended up using Fossil’s hybrid smartwatch
technology on its own products.

As of late 2019, Alphabet still does not have its own hardware for WearOS, and Alphabet’s
software still represents a relatively small player in the smartwatch game, with Apple, Samsung,
and Fitbit accounting for over 88% of US smartwatch sales in 2019%, according to a report from
NPD Group*, and over 70% global market share, according to Strategy Analytics*".
Moreover, the problem for Alphabet is that its partners in this market are not growing fast
enough nor do they control meaningful market share. In Q3 2019, Apple Watch hold 48% of
worldwide sales market share up from 45% in the previous year. Samsung, with its Gear line
of watches built on Tizen operating system, hold the second position with 13.4%. While Fitbit
commanded 11.3% market share in Q3 2019, down from the 15% registered in Q3 2018.
Alphabet’s WearOS partners can be found in the “other category”, where the largest of these
device makers is Fossil Group with 4.1% share in Q3 2019, down from 4.3% in Q3 2018,
according to Strategy Analytics (Exhibit 1) The trend lines threaten to make WearOS
irrelevant in the coming years, if no action is taken by Alphabet to compete more efficiently

with Apple and Samsung*'™.



Fitbit Overview

Company Story

Fitbit Inc. was founded in early 2007 by James Park (CEO) and Eric Friedman (CTO), whom
in just 10 years transformed a hardware startup into a worldwide recognized tech company.
Being a pioneer in manufacturing health and fitness trackers, Fitbit has been able to create a
fitness trend around the world, becoming a $4 billion company. The smartwatch company’s
CEO James Park in an interview commented on Fitbit’s success: “It was the right product at
the right time at the right price point”. However, Fitbit did not become a successful company
right away, but went through the risk of going bankrupt seven times.

Fitbit launched its first tracker towards the end of 2009, and sold out on the first day of pre-
orders, setting a very profitable margin. Since then, Fitbit has continuously developed
innovative products, raised capital through multiple funding rounds, and acquired other smaller

companies to strengthen its position in the market*".

Company profile

Fitbit Inc. is a provider of fitness and health devices, which combines these devices with mobile
applications and software dashboard, data analytics, motivational and social tools, personalized
insights and virtual coaching through interactive workouts and customized fitness plans for
each user. Fitbit’s latest smartwatch is the Fitbit Versa 2 (Exhibit 4), with a starting price of
$199.95 (compared to Apple Watch Series 5 at $399 and Samsung Galaxy Watch 46mm at
$349.99). The Fitbit Versa 2 includes Amazon Alexa built-in, 24/7 hearth rate tracking, sleep
tracking, Spotify, Fitbit Pay, headphones wireless connection, 6+ day battery life, and more
among other smart, exercise, design style, and health features™".

In addition, the company offers various other fitness devices, including Fitbit Zip, Fitbit One,
Fitbit Flex, Fitbit Flex 2, Fitbit Charge, Fitbit Charge 2, Fitbit Blaze, Fitbit Charge HR, Fitbit

Surge, Fitbit Accessories and Aria*V!. The trackers can be synced to smartphones via bluetooth,
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and users have the ability to log their food, activities, and weight, to track over time, and they
can set goals with a daily or weekly periodicity for themselves regarding steps, calories burned
and consumed, and distance walked. Furthermore, the Fitbit app can be used without a tracker
for count calories on a lifestyle app, and it also offers a community page where users can
challenge themselves and compete against each other. Therefore, Fitbit’s app incorporates a

social element for stimulating the use and for spreading the word among users*/",

What Worked for Fitbit

Despite all initial struggles, controversies, and legal issues, Fitbit has been able to secure a
unique place in the wearable industry by experimenting several innovative strategies. Fitbit
went from increasing awareness about fitness to installing a sense of competition among people
in order to make fitness a social experience, thanks to a combination of marketing savvy and
compelling software such as its apps and desktop dashboard, which allow users to connect and

compete with each other.

Moreover, Fitbit implemented corporate wellness and workplace wellness programs, which
determined an increase in brand awareness through word-of-mouth marketing (representing for
Fitbit the main marketing model adopted). It also partnered with health-focused companies and
hunger relief organizations, creating programs where Fitbit users could exchange calories
burned for food to be donated to such organizations (e.g., Feeding America — FitForFood
program, 2015)*. Finally, the initial strategy of partnering with Best Buy for the distribution
of Fitbit’s products was a wise move, because it is now present in over 30.000 stores in 28
countries, and to build up by itself such an impressive distribution channel otherwise it would

have taken years for a startup alone offering a new category of products*".



Financials

According to Statista, in 2019 Fitbit Inc. represented the fifth largest vendor of wearables
worldwide per unit shipments (Exhibit 5), having a market share of 4.7% within the broad
wearables market worldwide, while within the smartwatch market alone Fitbit is third with a
market share in 2019 of 11.3%. However, Fitbit in 2017 and 2018 registered a decrease in
number of devices sold worldwide, respectively 15.3M and 13.9M units, to increase to almost
16M units in 2019 (Exhibit 6), accompanied by a decrease in revenue, respectively $1.6B,
$1.5B and $1.4B (Exhibit 7), in operating income, respectively -$201M, -$189M and -$320M
(Exhibit 8), and in net income, respectively -$277M, -$186M and -$320M (Exhibit 9); even
though it reduced its operating expenses, respectively $892M, $793M and $748 (Exhibit 10),
and raised the number of active users in the period 2017-2019, respectively 25.4M, 27.6M and
29.6M users (Exhibit 11)**. All detailed items are available in Fitbit’s consolidated financial

statements (Exhibit 12.a, 12.b, 12.c, 12.d, 12.e)*.

Stock Price And Premium

Since its IPO on June 18, 2015 Fitbit’s share price has been declining more than 78% (as of
February 14, 2020, according to Koyfin.com, compared with the S&P500 which gained over
74% return in the same period), with a spike in prices of around +16% on November 01, 2019
(Exhibit 13) when was announced the acquisition by Alphabet Inc. before market opening,
registering also a few slighter increases in the days before, in general due to acquisition’s
rumours and in particular due to a bidding war with another contestant for acquiring the
smartwatch company (more detailed explanation in the following paragraphs), followed by
minor decreases the days right after (Exhibit 14).

During the period October 07, 2019 — November 07, 2019, Fitbit’s stock price climbed 82.72%

(Exhibit 15), while Alphabet’s rose 8.17%.



By taking a closer look at Fitbit’s stock price movements prior the announcement (Exhibit 14),
Is possible to notice that the price kept increasing since four weeks prior, and therefore going
from a 4-week premium of 86.55% to an effective premium of just 2.94% on the day of the

announcement (Exhibit 16).

What’s Ahead

To this point, Fitbit has set itself as one of the market leaders in the wearables tech category,
but in the last few years it has been facing tough competition mainly from Apple and Samsung.
For Fitbit to thrive, it is necessary to be much more than just an activity tracking company,
meaning getting into more detailed clinical research and creating devices that can make
lightweight medical diagnoses. That means moving into niche markets by making devices for

very specific kinds of activities, and moving into healthcare and corporate healthcare*.

Acquisition Alphabet—Fitbit
Alphabet Stepping Up In The Smartwatch Market

Apple has demonstrated that smartwatches can be big business, and the Apple Watch has
dominated the market since its release in 2015. Alphabet, in contrast, has failed to have a
meaningful impact in the market, despite the release of Android-based operating system called
WearOS. Alongside, Fitbit was also unable to produce a smartwatch that could compete with
the Apple Watch, so in early 2017 the company bought its way into contention by acquiring the
smartwatch pioneer Pebble. However, that has not been good enough to keep Fitbit viable,
losing over 70% of its stock value since its Initial Public Offering back in 2015, making it an
even more desirable acquisition target for Alphabet. With the purchase of Fitbit, Alphabet

upgrades itself from the smartwatch ranking “Other” with WearOS, to stepping up into second



or third place in the industry®" and suddenly becoming one of the main contenders in a global
smartwatch market that is projected to be worth $130.55 billion by 20241,

Apple and Samsung are certainly going to feel the pressure created now by the resources of
Alphabet combined with Fitbit’s smartwatch intellectual property and marketplace.
A combination that could potentially disrupt the current competitive environment within the

wearables industry, but also within other industries such as healthcare.

The Deal

In early October 2019 it started spreading the rumour of a possible acquisition of Fitbit by
Alphabet. On October 28, 2019, Reuters reported that Alphabet Inc. made an offer to acquire
Fitbit Inc®™. On that day, Fitbit’s share price rose almost 31% from the previous trading day
(Exhibit 14). However, Alphabet was not the only bidder interested in acquiring the wearables
company, and this triggered a bidding war. According to a Securities and Exchange
Commission (SEC) filing™, two firms were aggressively bidding to acquire Fitbit Inc.
CNBC in early November 2019 reported that Alphabet started with a written non-binding offer
of $4.59 per share made on October 02, 2019, then declined by Fithit which asked for $6.00 per
share. Alphabet came back with $5.05 per share, but subsequently a non-disclosed bidder at
that time (which later will be known to be Facebook), offered $5.90 per share. The two bidders
started a bidding war, which ended shortly after on October 13, seeing Alphabet as winner by
offering Fitbit a price per share of $7.35, valuing the company at about $2.1 billion, and
agreeing for an all-cash deal, announced to the public on November 01, 2019 before market
open™!, That day Fitbit’s share price rose of about 16% reaching a closing price of $7.14, and
over 30% the days preceding the official announcement (Exhibit 14 and Exhibit 15).
In a virtual meeting held on January 03, 2020, Fitbit’s shareholders voted favourably on the
company’s acquisition, which is expected to be concluded in early 2020, and currently is

pending approval by regulators.
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James Park, co-founder and CEO of Fitbit commented on the acquisition: “Working with
Alphabet gives us an opportunity to transform how we scale our business, allowing us to reach
more people around the world faster, while also enhancing the experience we offer to our users
and the healthcare system. This collaboration will accelerate the pace of innovation to define
the next generation of healthcare wearables”. Then he added: “Alphabet is an ideal partner to
advance our mission. With Alphabet’s resources and global platform, Fitbit will be able to
accelerate innovation in the wearables category, scale faster, and make health even more
accessible to everyone. | could not be more excited for what lies ahead”.

While from Alphabet’s side, Rick Osterloch, Senior Vice President of Devices & Services, said:
“Fitbit has been a true pioneer in the industry and has created terrific products, experiences and
a vibrant community of users. Over the years, Alphabet has made progress with partners in this
space with Wear OS and Google Fit, but we see an opportunity to invest even more in Wear
OS as well as introduce Made by Google wearable devices into the market. By working closely
with Fitbit’s team of experts, and bringing together the best Artificial Intelligence, software and
hardware, we can help spur innovation in wearables and build products to benefit even more
people around the world. We're looking forward to working with the incredible talent at Fitbit,
and bringing together the best hardware, software and Al, to build wearables to help even more

people around the world”Vi,

Financials

According to Qatalyst Partners, the financial advisor hired by Fitbit Inc. for carrying out the
acquisition, comparable companies that might be used for Fitbit’s valuation include Apple,
Samsung, Garmin, GoPro, Fossil Group, just to mention a few (Exhibit 17). Such comparable
companies have similar features to Fitbit for products sold, sizes, reference market, target

customers, marketplace, and technology.

11



As it is typical of every M&A deal, synergies constitute the main catalyst driving such deals,
and, according to a Deloitte analysis®™V synergies in the Telecommunication, Media and
Technology sectors represent a median of 8% (range 3%-37%) of the target’s revenue, while
the range of cost synergies goes from 1% to 6%, with a median of 3%. Usually synergies start
showing their effect in a second moment following the acquisition and last for a few years.
After that period is more logical to assume for companies growth rates that replicate the GDP
growth rate experienced in the past and in the countries where the company most get its revenue
from. Synergies, similarly to cash flows, can be discounted using the WACC of the company.

Fitbit Inc. provides its own forecasts (2020-2021) for revenue, costs, EBITDA, net income
(loss), and Earnings Per Share (Exhibit 18). Detailed multiples and other financial ratios of
Fitbit Inc. can be found in Exhibit 19. Regarding Alphabet Inc., valuation multiples such as
Price/Earnings, EV/Revenue, EV/EBITDA, and more, are reported in Exhibit 20. As of Q3
2019, the outstanding number of shares (as weighted average) for Fitbit is 285.7 million, while
for Alphabet is 692.7 million.

Qatalyst Partners indicates as Weighted Average Cost of Capital (WACC) for Fitbit a range of
12.5% — 16.5%, an indicative tax rate of 25%, and a representative EV/Revenue range of 0.3x
— 0.8x, with an implied range of Fitbit’s price per share of approximately $3.36 — $5.91 as of
end of Q3 2019. Qatalyst Partners built its own projections for the valuation of Fitbit Inc., which
are reported in Exhibit 21. Detailed information on how Qatalyst Partners performed Fitbit’s
valuation through both Discounted Cash Flow and Multiples method are illustrated in Exhibit
22xxix'

Beta, equity market value, total debt, cash, and enterprise value for each comparable company
are reported in Exhibit 23. Capital markets data such as risk-free rate and equity risk premium

are illustrated in Exhibit 24.a. Additional data useful for the case are shown in Exhibit 24.b.
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To conclude, in Exhibit 25.a, Exhibit 25.b, and Exhibit 25.c is reported an overview of Fitbit’s
future specifically regarding operating results, revenue growth, profitability, and financial

performance.

Challenges

With over 28 million active users across the world, Fitbit has collected enormous amounts of
health data. Alphabet’s acquisition of Fitbit can raise concerns by users over their privacy.
However, Alphabet has already confirmed that the company will neither sell any Fitbit users’
data nor use it for advertising purposes, and it will make available the option for users to review,
move, or delete all data that was ever stored through Fitbit’s devices™.

Moreover, it is important to see if Alphabet will be able to integrate within its business Fitbit’s
technology efficiently and deliver attractive products and services, as it did when acquired HTC
and came up with the successful Google Pixel, on the opposite to the failure represented by the

acquisition of Motorola or Nest, for instance.

Opportunities Ahead

Alphabet has spent years trying (and largely) failing to break into the wearables market with its
WearOS platform, but it has struggled to make a real impact. Fitbit’s hardwares are known to
always been efficient and functional, giving Alphabet a much sounder foundation to build on
for future Android-integrated wearables devices. The company’s high focus on fitness tracking
could genuinely be integrated into Alphabet’s Google Fit apps, too, creating a strong alternative
to the Apple Watch’s deep fitness tracking integration with the iPhone*!.

Besides the devices and technology themselves brought by Fitbit, Alphabet might be looking
to establish itself within the healthcare tech space, as are trying to do Apple and other rivals.
Indeed, such competitors have identified healthcare as the next big thing in the tech world,

attracted by the expectations of high profits for those who can help to simplify an intricate and
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tortuous system. According to an estimate from Statista, in fact, the healthcare tech space could
be worth $24 billion in 2020,

The wearables industry is a relatively young business, and it has a lot of applications within
different industries, and a broad and profitable future as technological innovations keep
advancing. The question now is what role will Alphabet play in such business, will Alphabet’s
management team be able to integrate efficiently and effectively Fitbit, and will Alphabet keep
acquiring other companies to gain a leading position against Apple and Samsung, or will it be
able to grow organically thanks to Fitbit’s acquisition? And more in general, to what extend
could smartwatches and other wearables devices be used in people’s day to day life, and
generating new sources of revenue for companies, and how could the wearables industry scale

and grow in the medium-long term?
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Exhibits

Exhibit 1 — Global Smartwatch Unit Shipment By Vendor 2014-2019 (Quarterly)

Unit shipments in millions

2014 20774 1Q"15% 2075 30715 40"15 1Q"16 40"16 3IQ"17 4Q'17 2018 3Q"18 4Q"18 2Q"19 3Q"19

@ Apple @ Samsung Fithit @ Garmin @ Others

Source: Statista, Strategy Analytics

Exhibit 2 — Alphabet Inc. Revenue Segmentation 2017-2019

Year Ended December 31,

2017 2018 2019
Google Search & aother $ 69811 % 85296 § 981156
YouTube ads'" 8,150 11,155 15,149
Google properties 77,961 96,451 113,264
Google Network Members' properties 17616 20,010 21,547
Google advertising 95 577 116,461 134,811
Google Cloud 4,056 5,838 8,918
Google other” 10,914 14,063 17,014
Google revenues 110,547 136,362 160,743
Other Bets revenues 477 595 659
Hedging gains (losses) (169) (138) 455
Total revenues $ 110855 % 136819 § 161,857

M youTube non-advertising revenues are included in Google other revenues.

Year Ended December 31,

2017 2018 2019
Google Search & other $ 69811 $ 85296 §$ 98,115
YouTube ads'” 8,150 11,155 15,149
Google Network Members' properties 17,616 20,010 21,547
Google advertising $ 95577 § 116461 $ 134811
Google advertising revenues as a percentage of Google segment
revenues 86.5% 85.4% 83.9%

ol YouTube non-advertising revenues are included in Google other revenues.

Source: Alphabet Inc. — Annual Report 2019



Exhibit 3.a — Alphabet Inc. Consolidated Balance Sheet 2018-2019

e
COMNSOUDATED BALANCE SHEETS
(In mlllions, sacapt shars amounts which are reflactsd In thisusands, and par valus per shars amounts)

A ol Adi of

Do mitass 11, ZOEE Decamber 31, 2219
azmats
Curmant sssets:
Cash and cash equivaients 5 16,701 5 18,456
Warketable securtes 92439 101,177
Tota cash, cash equivalents, and marketabie securtes 105, 140 119,675
Accolnts reseivabie, net of alowancs of 5729 and 5753 20,538 25,336
NGO Exss recsivabie, net =5 2. 966
Fventory 1,107 oog
Cther cuament assets 4 276 4412
Todal cument 3sEeis 135,676 152,578
MorHTMak e anE MeETEnE 13,559 13,008
Cefamed Income t&ees a7 721
Property and exquipment, net 59,719 73,646
Operating lease e a 10,541
Intangiie assats, net 2,220 1,979
Goodwil 17,558 20,624
CEher non-cument ass=is pll ok 2342
Total 3B 5 23272 5 275, 509
Liabilities and Stockholders” Equity
Cumant labities:
Actounts payabie 5 4373 5 5,561
Acrued compensation and benefits £,E33 8,495
Accrued enpenses and other cumend Labilites 16,558 23,067
Arcpued revenue shan 4 502 5016
Defemad revanus 1,754 1,50&
Income taxes payable. nat £3 Z74
Total cument llabiities 34,620 452
Long-tesm debt 4mz 4,554
Dedsmed revenus, non-curment k= ] 355
Income taxes payalie, non-cumen 11,327 9,885
Cefamed Income teies 1,254 1,701
Operating lease llabifties a 10,314
Ceher long-iemn Iabiities 3,545 2534
Total llabilizes 55,164 T4 46T
Cormmitments and Contingencias {Note 10)
Siockholters’ equity:
Comvertipie prefermed sock, $0.001 walue share, 100,000 shares
authorizad; mmmmd“;ﬂ EuF‘gﬂ'H:lrgm - a 0
iClass A and Class B common sfock, and Class C capiial slock and
DR SR B S M R
95 555 & 200 242 Class B 46,636, Clags T 39,675 and
538,335 (Claks A 2200 828, Class B 46 441, Clags © 342 066, shares
Issued and catsiandng 45, 0449 50,552
Accumulaied other comprehensive 1088 (2,305) {1,232}
RelEined eamings 134,585 152 122
Todal stockholders' aquity 177,628 201,442
Toial llablities and siockholders’ equity S 232 5 275 909

Source: Alphabet Inc. — Annual Report 2019



Exhibit 3.b — Alphabet Inc. Consolidated Statements Of Income 2017-2019

Alphabet Inc.
CONSOLIDATED STATEMENTS OF INCOME
(In millions, except per share amounts)

Year Ended December 31,

2017 2018 2019

Revenues $ 110855 % 136,819 $ 161,857
Costs and expenses:

Cost of revenues 45 583 59,549 71,896

Research and development 16,625 21,419 26,018

Sales and marketing 12,893 16,333 18,464

General and administrative 6,840 6,923 9,551

European Commission fines 2,736 5,071 1,697
Total costs and expenses 84 677 109,295 127 626
Income from operations 26,178 27,524 34,231
Other income (expense), net 1,015 7,389 5,394
Income before income taxes 27193 34913 39,625
Provisian for income taxes 14,531 4177 5,282
Net income $ 12662 $ 30736 $ 34343

Source: Alphabet Inc. — Annual Report 2019



Exhibit 3.c — Alphabet Inc. Consolidated Statements Of Stockholders’ Equity 2017-2019

Alphabet Inc.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
{In millions, except share amounts which are reflected in thousands)

Zlace A and Clace B
Ccommon ook, Clacs &

Egaumulzbed
Muﬁaup:uﬁlguhluﬂn:nag:nﬁl ﬂurrmanh“:luhu S “ut'ﬁgm,
Lharac Amount Income {LoGE) Earnimge Equity
Balance as of December 31, 2018 601,203 § 38307 % (2402) 5 105121 F 120,038
Cumulative effect of accounting . .
change 1] a a (15} {15)
Commeon and capital stock isswed B B52 M2 0 0 212
Stock-based compensation expense 1] T.004 a 0 7004
Tax withholding related to westing of
resfricted stock units 1] 4,373) a 0 {4,373)
Repurchases of capital stock {5,162) (315) ] (4.531) {4,848)
Sale of interest in consolidated
entiiss L] 722 a 0 TX2
Met income a 0 ] 12,662 12,682
Cither comprehensive income (loss) a a 1,410 0 1,410
Balance as of December 31, 2017 484, THI 40,247 (982 113,247 152 502
Cumulative effect of accounting
change 1] 0 (94) (SeE) {587
Comman and capital stock issued B.ATS 143 ] ] 148
Stock-based compensation expense 1] 8,353 0 0 B.353
Tax withholding related to westing of
restricted stock units and other 0 (4,782) 0 0 {4.782)
Repurchases of capital stock {B,.202) (578) a {3488 {B,075)
Sale of interest in consolidated
entities 1] G54 0 0 G50
MNet ncome 1] 0 ] 30,736 30,736
Cither comprehensive income (loss) 1] 0 {1,218} 0 {1,218)
Balance as of December 31, 2018 05, 558 45,048 {2,308) 134.BBS 177,628
Cumulative effect of accounting
change 1] a (30 4} TR
Commeon and capital stock isswed B 120 202 a 0 oz
Stock-based compensation expense 1] 10,320 0 0 10,280
Tax withhobding related to westing of
resfricted stock units and other 1] (4.455) 0 0 {4.455)
Repurchases of capital stock {15,241) {1,284) ] (17.102) {18,288)
Sale of interest in consolidated
entities 1] 180 0 0 160
MNet income 1] a 0 34343 34,343
Cither comprehensive income (loss) 1] 0 1,104 0 1,104
Balance as of December 31, 2018 GBBI3IS § 50552 § {1,232) & 152122 § 201,442

Source: Alphabet Inc. — Annual Report 2019



Exhibit 3.d — Alphabet Inc. Consolidated Statements Of Cash Flows 2017-2019

Alphabet Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS
{In millions}

Year Endad Deosmber 31,

2017 e 2018
Operating activities
Met income F 12882 § 30736 §F 34242
Adpestments:
Depreciation and impaiment of property and eguipment 6,103 3164 10, 858
Amortization and impaiment of intangible asseis a12 BT1 f25
Stock-based compensation expenss 7,074 9.353 10,784
Deferred income taxes 258 e 173
{Gain)} loss on debt and eguity securities, net ar (8,650} {2, 788)
Crther 294 {188} (SE2)
Changes in assets and liabilities, net of effects of acguisitions:
Accounts receivable {3,788) (2.168) {4.240)
Income taxes, net 8211 (2.251) {3.128)
Cither assets (2, 1684) (1.207) (621}
Accounts payable 731 1.067 428
Accrued expenses and other liabilities 4,891 3,614 7170
Accrued revenue share 955 483 1273
Deferred revenue 3ad T ar
Met cash provided by operating activities 37,0 47,871 o4, 520
Investing activities
Purchases of property and equipment (13,184) (25.138) (23,548)
Purchases of marketable securties (92,195) (50.158) {100,315)
Maturities and sales of marketable securities 73,954 43 507 BT B25
Purchases of non-marketable investments (1,745) (2.073) {1.832)
Maturities and sales of non-marketable investments 533 1,762 405
Acquisitions, net of cash acquired, and purchases of intangible assets (287} [1.481) {2.515)
Proceeds from collection of notes receivable 1,418 0 1]
Cither investing actvities a4 ae S88
Met cash used in investing activities (31.401) (23.504) (20.421)
Financing activities
Met payments related to stock-based award activities {4, 10g) [« PR3} {4,785)
Repurchases of capital stock i4.848) (9.075) (18,284)
Proceeds from issuance of debt. net of costs 4,231 4. 766 A7
Repayments of debt {4.377) (8.8B2T) {5E6)
Proceeds from sale of interest in consolidated entities a0a B50 ]
Met cash used in financing activities {8.,208) (13.178) (23,.202)
Effect of exchange rate changes on cash and cash equivalents 405 {302) {23)
Het increase (decrease] in cash and cash equivalents (2.203) 5 0BG 1,707
Cash and cash equivalents at beginning of period 12,818 10,715 16,701
Cash and cash equivalents at end of period 5 10715 5§ 18701 % 1B488
Supplemental disclosures of cash flow information
Cash paid for taxes, net of refunds 5 G191 5 5671 % B 203

Source: Alphabet Inc. — Annual Report 2019



Exhibit 4 — Fitbit VVersa 2

Source: Fitbit, Inc.

Exhibit 5 — Wearables Unit Shipments Worldwide By Vendor 2014-2019

Wearables unit shipments worldwide by vendor from 2014 to 2019

(in millions)
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Exhibit 6 — Number Of Fitbit Devices Sold Worldwide 2010-2019

Number of Fitbit devices sold worldwide from 2010 to 2019
(in 1,000s)
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Source: Statista

Exhibit 7 — Fitbit Inc. Annual Revenue Chart 2010-2019
Fitbit Inc. revenue from 2010 to 2019 (in million U.S. dollars)
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Exhibit 8 — Fitbit Inc. Operating Income/Loss Chart 2010-2019

Fitbit, Inc. operating income/loss from 2010 to 2019

3482
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Details: United States; 2010 to 2019 & Statista 2020 e

Source: Statista

Exhibit 9 — Fitbit Inc. Net Income/Loss Chart 2010-2019

Fitbit Inc. net income/loss from 2010 to 2019
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Exhibit 10 — Fitbit Inc. Operating Expenses By Segment 2010-2019
Fitbit, Inc. operating expenses by segment from 2010 to 2019
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Exhibit 11 — Fitbit Inc. Number Of Active Users 2012-2019

Number of active users of Fitbit from 2012 to 2019
(in mitlions)
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Exhibit 12.a — Fitbit Inc. Consolidated Balance Sheet 2018-2019

Aszets
Crozreant ausats:
Cack and cash equivalents
Marketablo socamiticn
Arcoests recaivabla, net
Invvuntoriss
Income tax mcaivahble
Propaid expanses and other crmnt assets

Total curmnt #usets
Proparry and squipmane. zat
Crparating ease nght-of-nse assat
Goodwill
Intangihle st mat
Dofarmed tax aswst
Orthar assats.

Total assets
Lishilitiez and Stockholders” Equiry
Crazreat linhilties:

Accoemts pavable
Accrued lishilities
Operatmg leass linhilitias
Dufarmed revenns
Incoms taxes payahble

Total current Hahilities
Long-term defeored movemne
Long-term oparating lease Lzhilites
Cithar Tizbilic

Total Hahdlities

FITBIT, INC.
Cozsolidared Balamce Sheers
{Tr thowrands, except share and per share amoimrs)

Prafermed stock, $0.0001 par vakua, 10,000,000 shares authorined

Class A comesca stock, 5000001 par valne,

shares awdorzed; 235,565,181 and 221,081,203 sharss

Fr 00,000,000
tswned and cuistanding as of Decambar 31, 201% and 2016, mespectvely

Chiss B comman stock, $0.0001 par vale, 350,000,000 shares anthorived: 29 318,245 and 31 281 638 chares ismed

and outstanding as of Decensbar 31, 2019 and 201 B, espectvely

Accermlated ofhar comprehensive moome (loss)

Accomlated dafics
Todal stockholden” equity
Total Liskilities and shockh .

Source: Fitbit Inc. — Annual Report 2019

[ 3,

p iL] 2014
34470 T 473956
184,003 248 483
235,260 414,700
136,752 124,571

573 6957
.66 42313
1118752 1311511
ELTI6 106 254
0,225 —
64312 0,970
16,746 1 600
4111 4450
8,634 B3al

Lieg0ee T LI3M7
194606 251,657
513,530 437134

1511 —
31,307 20,400
€36 1is2
764,610 718,353
8,535 7438
£7,902 —
30,776 52790
£80,823 78,600
1 n

3 3
1,126,827 1055 046
188 (66)

(639.778) 19,067
237,263 TI59E

1368086 §  L3l57




Exhibit 12.b — Fitbit Inc. Consolidated Statements Of Operations 2017-2019

FITBIT, INC.
Consolidated Statements of Operations
(In thousamds, except par share amoumnis)

Year Ended December 11,
e 018 01T

Eevemne H 1434788 § 1511983 § 1,615,519
Cost of revenne 1,007,116 008 404 024,618

Gross profit 427 672 603,579 690,901
Operating expenses:
Feesearch and development 300,354 332,160 343,012
Sales and markesing 320,800 34001 415,042
(General and adminisrative 118,231 116,627 133934

Total operating expenses 748,385 792,887 201988
Operating loss (320,713) {180, 308) (201,087)
Interest income, net 10,281 7.808 3847
(Orther income (expense), net 1,357 (2.642) 2,796

Loss befiore income taxes (300,065) (184,142 (194.644)
Provision for income taxes 11546 1,687 82548
Het loss 3 (320,711) § (185.,829) 3 (277,187)
Mt loss per share atributable to common stockholders:

Basic 3 (125 3% 07E 3 (119

Drihuzed 5 25 3% 07E 3 (1.19)
Shares used to compute net loss per share atributable to common stockholders:

Basic 257,500 244,603 132,032

Driluzed 157,500 244,603 232,032

Source: Fitbit Inc. — Annual Report 2019

Exhibit 12.c — Fitbit Inc. Consolidated Statements Of Comprehensive Loss 2017-2019

FITBIT, INC.
Consolidated Statements of Comprebensive Loss
(In thowsamds)

Year Ended December 31
19 2018 1T

Nat loss 3 (320,711) § (185829) § (277,192)
Orther comprahensive loss:
Cash flow hedges:

Change in unrealized gain (loss) on cash flow hedzes, net of tax expense (benefit) of 30, 3819,

and $(1). respectively (66) 7,587 (19.427)

Less: reclassificaton for realized met loss (zain) incinded in net loss, net of tax expense

(benefif) of $0, $(B19), and $74, respectively — (7.58T) 19,945

et change, net of tax (66) — 543
Available-for-sale investments:

Changs in unrealized zzin (loss) on invesmments 3z (68 125

Less reclassification for realized net (gain) loss inchided in net loss — 11 13

Mat change, net of tax 30 5T 112
Change in foreign aurency translation adjustment, net of tax — — 314
Comprehensive loss 3 (20457 % (1858860 3% (276,223)

Source: Fitbit Inc. — Annual Report 2019



Exhibit 12.d — Fitbit Inc. Consolidated Statements Of Cash Flows 2017-2019

FITBIT, INC..
Comnzalidated Statements of Cazh Flow:
T iousands)
Vear Esded Dy ber 31,
S Hiie 2017
Cash Flesn from Operating Aciivitks
Pl i (3T % (IR5AX % [ITT191)
Adpualmests Lo reciocle sel o Lo pel ool provided by oporaing sctivilien
Prowision (i doehifi] scoounts BT 56 7AW
Priwision (i eucesn and claolde ireeslon &l T1R2R 14333
Dhepreciation 5158 4R ATl
Hm-iipch | expoe 2,170 —_
Amwrizalicn of islangible szl ES0r T.i6 g
Aol deprociston of propety ol cqepmet i T.731 5250
Amodizalion of tiotsnes ol ased drsovent on i — ™S5 %]
Stoncke-hupers] compertion TI.T5% BT 581
Diefierred iraorme s 84 (2580 173,90
et of wysit i - a0 -
Oher gL (LATE) 218
Charges o operaliang ot wd labilitcs, nd ol aoapusbions
Bt rooeivabile £I1.313) AR %
Tevoitaricn {1RA4T1) {12360 el e
Frepaid expesses ol alhe wocts 15,141 1350914 {113,111}
Fillel Fonee roml] reserve {1} (445 {TE
Arzreris pay able (52, 5600) 15307 a1 L5
Bivriiod liakelibies el olber Baleltfices ¥, 5T {1L978 56,172
Lo habilitica [k -] —_ _
Do revesiie 400 (5,62 (7475
Temanne Lavec pury shile [456) 515 3438
Nt canh prs ided by (e bs) speraling st e [156,832) 113207 54,241
Cawh Fle=s from Tnvesling Acilvite
Furctan of propey ad oysipme (36,531 (51380 (5, 1600
Fupchise of ok dabic sceerlics (75T} (353 91y (597831
Sala of merkctable samiticn 124 PRk 21 40
Blatseriticn off muarketalle sviribes 0 S0 235504 SEL51S
g et of cash wxgeinal (2840 {19259y 58)
Eagualy irrecimenl —_ _ [t i}
Ml cmh pros kled by (wed k) tng scilvilo 2576l 17,85 (2R T LE)
Cawsh Fless from Flesncisg A cifvilles
Ropaymod of ket (550} 1Ty =
Fuymiol o Frumeny loa liskility {2,703} — —
Fi Ls frinm al ek 1300% I8 1901
Taxes paid relaled 1o el shere selllemnes] of redicle] slock usits {IR.IT1} (13 4%6) (14,37
Nei cosh provided by {wed s Sasscing sl iiies (R4 1,37 4815
Het increse {dooreass) o it el cash eqesvalionts (130,477 131,930 ]
Ffoct ol snchusye i chusges on wash o < oysivalots — — 458
Clsht ansd sk cuvalents st begiening of porid 73,955 341,966 301,31
Cash ind| cusk cquivalesis al crl of period HATE 3 £T5056 % 34| 350
Suppmenial Dischwere
Cash paid fix et e ail 3 L%
Cash paid jreceread) fir iscome Lisses, sl of $72 nellion meome s pefend is W18 ALE 3 Eaanty 1 I
Supphmenial Dlschovars of Mua-Cass lrvesting and Plasscing Acib iy
Fenzbuss of propesty s el lulal i b puty ahic wal wocread Dabities 5720 % RAlS % 4,197
Fripaty ssmid umde capilal loeo — 3 70§ —
Contingent conederstion relaiad b scoques lorm 1588 % —_ % _

Source: Fitbit Inc. — Annual Report 2019




Exhibit 12.e — Fitbit Inc. Consolidated Statements Of Stockholders’ Equity 2017-2019

FITBIT, INC.
Consolidated Statements of Stockholders’ Equity
{In thousands @xcept thare amounts)

Class A and Class B Common Stodk Accnmabyted Retamed
Additional Orther Eamning: Total
Paid-In Comprehensive (Accumulated Stoclholders’
Shares Amount Capital Income (Lo Deficit) Equity
Balance at Decemher 31, 2016 15663277 3% B 3 850345 % o § 140142 3§ 298,532
Issnamee of common stock 13,003 245 1 10,010 — — 12011
Stock-hased compensation expense — — 91 081 — — 2081
Tames related to net share setflement of
resmicted stock umits — — 14.376) — — (14.374)
idmpbm!' ASU M6 : = = = = 4038 4038
et loss — — — — 277.182) (277183
Crher conprehensive mooms — — — Gan — Q58
Balance at Decemher 31, 2017 138,756,522 4 956,080 ® (13111 B23.943
Izsuamce of common stock 13,606,319 1 21 450 —_ — 21470
Stock-hased compensation expense — — 96,953 — — 26,053
Tames related to net share settlement of
resiicied siock wnits = = (18.438) — — (18:436)
mr ASU 0143 (506) : — — — — (1,126) (1.126)
et loss = = = = (185,828 (185.829)
Crher conprehensive loss — — — [EZ] — (37)
Balance at December 31, 2018 152,362,841 5 1,055,026 (68) (319.067) 733,038
Tzsnamee of commeon stock 12,530,585 1 15,018 — — 13018
Stock-hased compensation expense — — 76,034 — — 76034
Tames related to net chars settlement of
restricted stock umits — — 18,171 — — 18171}
et loss = = = = FA0.711) (320,711)
Crher conprehensive Incoms — — — 154 — 154
Balance at December 31, 2019 164983406 5 % 5 1126827 § 158§ (638778) 3§ 287253

Source: Fitbit Inc. — Annual Report 2019

Exhibit 12.f — Fitbit Inc. Key Business Metrics

Key Business Metrics

In addition to the measures presented in our consolidated financial statements, we use the following key metrics to evaluate our business. measure our
performance. develop financial forecasts, and malke strategic decisions.

For the Year Ended or Az of December 31,

2019 018 2017
(in thousands)
Devices sold 15,988 13,939 15343
Active users 29,566 27.627 25367
Adjusted EBITDA $ (128.333) $ (31.361) $ (52.158)
Free cash flow $ (193363) % 60,327 % (24.919)

Devices Sold

Devices sold represents the number of wearable devices that are sold during a period. net of expected returns. Devices sold does not include sales of
accessories. Growth rates between devices sold and revenue are not necessarily correlated because our revenue is affected by other variables, such as the types of
products sold during the period. the introduction of new product offerings with differing U.S. manufacturer’s suggested retail prices, or MSEPs, and sales of
accessories and preminm services.

Active Users

We grow our community of users through device sales and investment in software to drive engagement. We define an active user as a registered Fitbit user
who, within the three months prior to the date of measurement. has (a) an active Fitbit Premium or Fitbit Coach subscription, (b) paired a wearable device or Aria
scale with his or her Fitbit account. or (c) logged at least 100 steps with a wearable device or a weight measurement using an Aria scale. Active users can be new
users who joined the commmunity during the past 90 days. existing users who have remained active. or previously active users who were inactive for 90 days or
greater. if they meet the preceding definition of an active user. The active user number excludes users who have downloaded our mobile apps without purchasing
any of our wearable devices and users who have downloaded free versions of Fitbit Coach but are not subscribers to its paid premium offerings.

Source: Fitbit Inc. — Annual Report 2019



Exhibit 13 — Stock Price Trend Of Fitbit Inc., Alphabet Inc., And S&P500
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Exhibit 14 — Daily Adjusted Closing Price And Returns Of Fitbit Inc. And Alphabet Inc.

Date FIT - Adj. Clos| Daily GOOG - Adj. Daily

Price Se  |Return| Close Price$ |Return
07/11/2019 6.98( -0.71% 1,308.86| 1.32%
06/11/2019 7.03( -0.42% 1,291.80| -0.02%
05/11/2019 7.06| 0.28% 1,292.03| 0.05%
04/11/2019 7.04( -1.40% 1,291.37| 1.38%
01/11/2019 7.14(15.53% 1,273.74| 1.08%
31/10/2019 6.18( 5.46% 1,260.11| -0.09%
30/10/2019 5.86( -3.14% 1,261.29| -0.11%
29/10/2019 6.05| 7.27% 1,262.62| -2.12%
28/10/2019 5.64(30.86% 1,290.00] 1.97%
25/10/2019 4.31] -1.60% 1,265.13| 0.33%
24/10/2019 4.38| -2.45% 1,260.99| 0.15%
23/10/2019 4.49| 2.51% 1,259.13| 1.31%
22/10/2019 4.38| 5.04% 1,242.80| -0.27%
21/10/2019 4.17| 8.03% 1,246.15| 0.05%
18/10/2019 3.86( -3.02% 1,245.49| -0.60%
17/10/2019 3.98( 6.42% 1,253.07| 0.76%
16/10/2019 3.74 8.41% 1,243.64| 0.05%
15/10/2019 3.45( -5.22% 1,243.01] 2.13%
14/10/2019 3.64( -0.82% 1,217.14| 0.14%
11/10/2019 3.67| 3.09% 1,215.45] 0.56%
10/10/2019 3.56( -3.52% 1,208.67| 0.53%
09/10/2019 3.69( 0.00% 1,202.31] 1.11%
08/10/2019 3.69( -3.40% 1,189.13| -1.54%
07/10/2019 3.82 - 1,207.68 -

Source: Koyfin.com



Exhibit 15 — Stock Price Trend Of Fitbit Inc. And Alphabet Inc.
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Exhibit 16 — Premiums Offer Price Vs. Fitbit Stock Price, And Gain (Loss) vs. Synergies

8

+60.00%

+40.00%

+20.00%

-20.00%

Mov 7

Present Value of

Gain (Loss) vs.

Fitbit Inc. Closing Price :Acquisition Price | Premium % |Premium per share Premium S . .
Synergies Premium S
Announcement Date (01/11/2019) S 7.141S 7.35 2.94% S 0.21{$ 59,997,000} $ 596,668,371 | $ 536,671,371
Current Date (14/02/2020) S 6.421 S 7.35 14.49% $ 0.93|$ 265,701,000} $ 596,668,371 | $ 330,967,371
1day prior (31/10/2019) S 6.18 S 7.35 18.93%| $ 1171 S 334,269,000} $ 596,668,371 | $ 262,399,371
1week prior (25/10/2019) S 431:i$ 7.35 70.53% $ 3.04; $ 868,528,000} $ 596,668,371 S  -271,859,629
4 weeks prior (04/10/2019) S 3.94{ S 7.35 86.55%] S 3.410$ 974,237,000} $ 596,668,371 S  -377,568,629

Source: Koyfin.com

Source: Case Writer




Exhibit 17 — Fitbit Inc. Comparable Companies And EV/Revenue Multiples

Fitbit Inc. - Comparable Companies
Selected Consumer Electronics / CY2020E Revenue Multiples
Wearable Companies (EV/Revenue) NTM
Arlo Technologies, Inc. 0.3x
Fossil Group, Inc. 0.3x
Garmin Ltd. 4.2x
GoPro, Inc. 0.6x
iRobot Corporation 1.0x
Logitech International S.A. 2.1x
Plantronics, Inc. 1.5x
Sonos, Inc. 0.9x
Average 1.36x
Median 0.95x
Selected Large-Cap Diversified CY2020E Revenue Multiples
Consumer Electronics (EV/Revenue) NTM
Apple Inc. 3.6x
Nokia Corporation 0.7x
Samsung Electronics 1.0x
Sony Corporation 1.1x
Xiaomi 0.7x
Average 1.42x
Median 1.05x
Tot. Average 1.38x
Tot. Median 1.0x

Source: Fitbit Inc. - Company Report (DEFM 14A - Securities And Exchange Commission)

Fitbit Inc.
EV/Revenue (as of Q3 2019) - LTM 0.4x
EV/Revenue (as of Q3 2019) - NTM 0.4x

Source: Koyfin.com



Exhibit 18 — Fithit Inc. Forecasts ($ million)

2018A I019F 2020P 2021P 1018A - 2021P CAGR
Revenue $ 1512 § 1480 & L607 % 1,821 6%
Non-GAAP Cost of Revenue® 894 962 088 1,061 6 %
Non-GAAP Gross Profitl?) 618 518 619 760 7%
Non-GAAP Operating Expense(® 702 638 600 651 (2)%
Non-GAAP Operating Income (Loss)® (84) (120) 19 109
Adjusted EBITDA® (31) (62) 69 159
Non-GAAP Net Income (Loss)® 49) (82) 22 o0
Non-GAAP Earnings Per Share(” (0.20) (0.32) 0.08 0.31
most of revenme is calenlated by starting with cost of revenue and subtracting stock-based ion the impact of restucturing and intangible assets amortization.
{2} Mon-GAAP gross profit 1s caleulated by starting with gross profit and subtracting stock-based compensation expense, the impact of restructuring and intangible assets amortization.
{3} Mon-GAAP operating expense is caleulated by starting with mg expense and sut ng stock-based lon expense, certain litization expenses, the impact of restructuring

and intangible assets amortization.

{4) MNon-GAAP operating mcome (loss) is caleulated by starfing with operating income (loss) and subtracting stock-based compensation expense, certain litigation expenses, the impact of
restructuring and intangible assets amortization.

(5} Adjusted EBITDA is 2 non-GAAP financial measure caleulated by starting with net loss and subtracting stock-based compensation expense, certain litization expenses, the impact of
restructuring, impairment of equity investment, depreciation, iIntangible assets amortization, interest income, net and income tax expense (benefit).

{6) MNon-GAAP net meome (loss) is ealeulated by starting with net loss and subtracting stock-based compensation expence, certain litigation expences, the impaet of restructuning, impanrment
of equity investment, intangible assets amortzation and the meome tax effect nfn#m—GAAP adjustments.

(7} MNon-GAAP eammegs per share excludes stock-based pensation expense, certam litization expenses. the mmpact of restucturme, impar t of equity m- 1 ible assets
amortization and the income tax effect of non-GAAP adjustments.

Source: Fitbit Inc. — Schedule 14A Information. Definitive Proxy Statement — Securities and Exchange
Commission

Exhibit 19 — Fitbit Inc. Valuation Multiples And Debt Ratios

= Reporting Dates FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
L = Dec31'15 Dec31'16 Dec 31'17 Dec31'18 Dec31'19 Current
REVENUE MULTIPLES
Enterprise Value to Revenues (Forward 12... | u 2.6% 0.4x% 0.4x 0.4 0.9x 0.9x%
Enterprise Value to Revenues (Trailing 12M) I . 38x 0.4x 0.4x 0.4x 0.9x 0.9%
Price to Revenues (Forward 12M) I e 2.8% 0.7x 0.8x 0.8x% 1.2x 1.2x
Price to Revenues (Trailing 12M) I 41x 0.7x 0.8x 0.8x 1.1x 1.2%
EBITDA/EARNINGS MULTIPLES
Enterprise Value to EBITDA (Forward 12M) ] 14.8x 4.0x 3.9% 150.2x% 150.2x 150.2x
Enterprise Value to EBITDA (Trailing 12M) I 17.6% 4.6x 3.2x 32x 32 3. 2%
< Reporting Dates FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
Dec 31'15 Dec 3116 Dec 31'17 Dec 31'15 Dec31'19
DEBT ANALYSIS
Total Debt / Equity I - - - - 12.0%
Total Debt / Capital I - - - - 16.0%
Long-term Debt / Equity I - - - - 13.9%
Long-Term Debt / Capital I - - - - 11.7%
Total Liabilities / Total Assets .““ 35.4% 45.2% 47.9% 51.4% 64.4%

Source: Koyfin.com



Exhibit 20 — Alphabet Inc. VValuation Multiples

= Reporting Dates FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
L e Dec 3115 Dec31'16 Dec31'17 Dec31'18 Dec31'19 Current
REVENUE MULTIPLES
Enterprise Value to Revenues (Forward 12... I|I|I| 5.7x% 4.6% 5.1x 40x 4.5% 3.9x
Enterprise Value to Revenues (Trailing 12M) |||I|| 6.5x 5.4x% 6.1x 4.8x 5.3x 4.4x
Price to Revenues (Forward 12M) Illlll 6.4x% 5.4x% 5.9x 4.7% 5.0x 4.5x%
Price to Revenues (Trailing 12M) |||I|| 7.4x% 6.3x 7.0x 5.6x 6.0x 5.0
EBITDA/EARNINGS MULTIPLES
Enterprise Walue to EBITDA (Forward 12M) |||||| 13.9x 11.4x 12.7x 10.9x 12.4x 11.5x
Enterprise Value to EBITDA (Trailing 12M) Illlll 20.1x 16.3x 18.4x 15.8x 18.5x 14.1x
Price to Earnings (Forward 12M P/E) |II|I| 240 20.1x 26.6x 23.3x 26.0% 23.4x
Price to Earnings (Trailing 12M P/E) II“I- 34.9% 29.0x 35.2x 39.2x 28.7x 24.1x
Price/Earnings to Growth (PEG) Ratio ||||I| 1.5x% 1.2x 1.4x 14dx 1.7x 14x

Source: Koyfin.com

Exhibit 21 — Qatalyst Partners Forecasts of Fitbit Inc. ($ million)

Terminal

4QI!I}DE"' CY20ME CYXZ1E CYXM22E CY2023E CY2024E™

Revenue 3 519 § 1487 S 154 § 13588 § 1646 § 1713
Non-GAAP Cost of Revenue® @351) (946) (936) (949) (969) (993)
Non-GAAP Gross Profit® 168 541 507 639 677 720
Non-GAAP Operating Expense!” (176) (600) (600} (624) (649) 675)
Non-GAAP Operating Income (Loss)® ® (59) @ 15 28 46
Less: Non-GAAP Tax Adjustment [0} @ 2) @ @ (1
NOPAT™ ®) (60) @ 13 26 34
Less: Capital Expenditures 15 a0 (40} 40 @1 45
Plus: Depreciation 13 45 45 45 45 45
Less: Investment in Working Capital 78 G4 (25) an an ®)
Unlevered Free Cash Flow® 67 (89) 25) 0 13 26
Adjusted EBITDA® 5 14 £ 60 73 o1
Non-GAAP Net Income (Loss)0 ® @7 5 17 27 39
Non-GAAP Earnings Per Share") (0.02) .14 0.02 0.06 0.09 0.12

(1) The financial projections for C¥2019E were made available to Google, together with the acmal financial results of Fitbit for the first, secand and third quarters of calendar year 2019

(2) As shown in this column for the purpose of caloulating the terminal value i year 2024, the amounts for taxes paid net operating profit after tax (“MOPAT™) and unlevered free cash flow
assume 3 long-term effective tax rate of 25%. The financial projections provided to Google assumed approximately $2 million in cash taxes paid in 2024, which vielded a NOPAT of 344
million and unlevered fee cash flow of $36 million in 2024.

(3) Mon~GAAP costof revenue is calculated by starting with cost of revenne and submacting stock-based compensation expense, the impact of restruchuring and intangble assets amortization.

4) MNon-GAAP sross profitis caloulated by starting with gross profit and subtracting stock-based compensation expense, the impact of resmucturing and intangible assets amortization.

(5) MNon~GAAP operating expense is calonlated by starting with operating expense and suboacting stock-based compensation expense, certain ifgation expenses, the impact of restucnring
and intanzible assets amortization.

(6) MNon-GAAP operating income (loss) i= calculated by starfing with operating income (loss) and subtracting stock-based compensation expense, certain lifization expenses, the impact of
restruchuring and intangible assefs amorization.

(T) MOPAT iz 8 non-GAAP financial messure caloulated by staring with Non-GAAP operating income (loss) and making an sssociated non-GA AP tax adjustment

(8) Unlevered free cash flow is 2 non-GA AP financial measure calonlated by starting with WOPAT and subiracting capital expenditures, adding back depreciation and subtracting invesment
in working capital.

(®  Adjusted EBITDA iz 3 non-GAAP financial mezsure caloulated by starting with net loss and subtracting stock-based compensation expense, certain litigation expenses, the impact of
Testructuring, impairment of equity investment, depreciation, intangible assafs amortization, interest income, net and income tax expense .

(100 Mon-GAAP net income (Loss) is caloulated by staming with net loss and subaactng stock-based compensation expense, certain lingaton expenses, the impact of restrocturing, inpairment
of equify investnent, intanzible sssats smortization and the income tax affact of non-GA AP adjustments.

(11) Mon~ZAAP eammings per share exchades stock-based compensaron expense. cersin liigation expense, the impact of restucnring, impaimment of equity mvesment, intsngible assets
amortization and the income tax effect of non-GAAP adjnstments.

Source: Fitbit Inc. — Schedule 14A Information. Definitive Proxy Statement — Securities and Exchange
Commission



Exhibit 22 — Qatalyst Partners Valuation Methodology Of Fitbit Inc.

IMlustrative Discounted Cash Flow Analysis

Qatalyst Partners performed an illustrative discounted cash flow analysis, which is designed to imply a range of potential. present values of a share of Fitbit
Common Stock by:

+  adding:

(a) the implied net present value of our estimated future unlevered free cash flows, based on the Projections. for the fourth quarter of calendar year 2019
through calendar year 2023 (which implied present value was calculated by vsing a range of discount rates of 12.5% to 16.5%, based on our
estimated weighted average cost of capital);

(b) the implied net present value of our terminal value, calculated by nmiltiplying owr estimated revenue in calendar year 2024 based on the Projections
by a range of multiples of enterprise value to next-twelve-months estimated revenue of 0.3x to 0.8x. and discounted to present value using the same
range of discount rates used in item (a) above;

the implied net present value of our forecasted tax attributes outstanding as of December 31, 2023 based on the Projections (which implied present
value was calculated by using the same range of discount rates used in item (a) above and the statutory tax rate applicable to us. as provided by our
management); and

(c

—

(d) our cash as of September 28, 2019, as provided by our management; and

+  dividing the resulting amount by the number of fully-diluted shares of Fitbit Common Stock (calculated vtilizing the treasury stock method), adjusted, as
applicable, for Fitbit RSUs, Fitbit PSUs, Fitbit Options and the Warrant, each outstanding as of October 28, 2019, all of which amounts were provided by
our management, with each of the above-referenced estimated future unlevered free cash flows, terminal value and forecasted tax attributes hawving also
been adjusted for the degree of estimated dilution to current stockholders through each respective applicable period due to the estimated net effects of
equity issuances and cancellations related to future equity compensation. based on estimates of future dilution provided by our management_

Based on the calculations set forth above, this analysis implied a range of per share values for Fitbit Common Stock of approximately $2.58 to $4.30.

Selected Companies Analysis

Qatalyst Partners compared selected financial information and public market multiples for us with publicly available information and public market nmultiples for
selected companies.

Based upon the Analyst Projections as of October 31. 2019 for calendar year 2020, and using the closing prices as of October 31, 2019 for shares of the selected
companies, Qatalyst Partners calculated, among other things, the implied fully-diluted enterprise value divided by the estimated consensus revenue for calendar
vear 2020 (the “CY2020E Revenue Multiples™) for each of the selected companies.

The CY2020E Revenue Multiple for us was 0.4x based on the Analyst Projections. and our fully-diluted enterprise value was calculated using the closing price of
our Class A Common Stock as of the Unaffected Date.

Based on an analysis of the CY2020E Eevenue Multiples for each of the selected companies. Qatalyst Partners selected a representative range of 0.3x to 0.8x and
applied this range to our estimated calendar year 2020 revenue based on each of the Analyst Projections and the Projections. In addition. for the purpose of this
analysis, Qatalyst Partners caleulated our enterprise value assuming our cash as of September 28, 2019, as provided by our management. Based on the calculations
set forth above and the number of folly-diluted shares of Fitbit Common Stock (calculated utilizing the treasury stock method). adjusted. as applicable. for Fitbit
RSUs, Fitbit PSUs, Fitbit Options and the Warrant, each outstanding as of October 28. 2019, all of which amounts were provided by our management. this analysis
implied a range of per share values for Fitbit Common Stock of approximately $3.36 to $5.91 based on the Analyst Projections and approximately $3.36 to $5.93
based on the Projections.

No company included in the selected companies analysis is identical to us. In evalvating the selected companies, Qatalyst Partners made judgments and
assumptions with regard to industry performance, general business, economic, market and financial conditions and other matters. Many of these matters are beyond
our control, such as the impact of competition on our business and the industry in general, industry growth and the absence of any material adverse change in our
financial condition and prospects or the industry or in the financial markets in general. Individual multiples or mathematical analysis, such as determining the
arithmetic mean, median, or the high or low, is not in itself a meaningful method of using selected company data.

Source: Fitbit Inc. — Schedule 14A Information. Definitive Proxy Statement — Securities and Exchange
Commission



Exhibit 23 — Capital Markets Data Of Comparable Companies (As Of End Of Q3 2019)

Comparable Companies Market Data (as of end of Q3 2019)

Company Beta | Equity Market Value Total Debt Minority Interest Cash Enterprise Value | P/E Trailing 12M | P/E Forward 12M
Fitbit Inc. 116} S 1,007,500,000 | $ 94,000,000 | $ - S 502,200,000 | $ 599,300,000 5.3x -
Arlo Technologies, Inc. - S 260,500,000 | $ 34,300,000 | S - S 153,800,000 | $ 141,000,000 - -
Fossil Group, Inc. 0.70; $ 620,300,000 | $ 621,100,000 | $ 600,000 | $ 147,500,000 | $ 1,093,900,000 22.0x 26.7x
Garmin Ltd. 0.10{ $ 16,122,600,000 | $ 56,300,000.00 | $ - S 1,276,900,000 | $ 14,902,000,000 21.9x 20.8x
GoPro, Inc. 1.30; $ 751,200,000 | $ 217,700,000 | $ - 1S 79,000,000 ; $ 889,900,000 45.6x 13.0x
iRobot Corporation 1.10{ $ 1,696,400,000 | $ 62,600,000 | S - S 91,100,000 | $ 1,667,900,000 20.0x 18.9x
Logitech International S.A. 0.10; $ 6,751,900,000 | $ 35,900,000 | $ - S 574,500,000 | $ 6,213,300,000 26.6x 20.5x
Plantronics, Inc. 1.00{ S 1,416,600,000 | $ 1,679,600,000 ;| $ - S 200,800,000 | $ 2,895,400,000 239.8x 6.4x
Sonos, Inc. 0.30] $ 1,436,400,000 | $ 33,200,000} $ - 1S 338,600,000 $ 1,131,000,000 224.6x 19.8x
Apple Inc. 1.20{ S  988,887,000,000 | S 108,047,000,000; $ - S 100,557,000,000{ S  996,377,000,000 18.6x 17.6x
Nokia Corporation 0.90{ $ 28,459,500,000 | $ 5,944,000,000 | $ 86,100,000 | $ 5,720,500,000 | $ 28,683,000,000 48.8x 15.1x
Samsung Electronics 0.93; $  369,730,000,000 $  18,410,000,000; $ - |'$  108,720,000,000{ $  279,420,000,000 - -
Sony Corporation 0.90; $ 72,452,700,000 | $  16,379,300,000 | $ 6,681,700,000 | $ 6,625,500,000 | $ 82,206,500,000 9.7x 15.0x
Xiaomi -1 $  249,520,000,000 $  50,600,000,000 : $ - |'$ 101,250,000,000{ $  198,870,000,000 - -

Source: Koyfin.com

Exhibit 24.a — Capital Markets Data (Equity Risk Premium)

EQUITY RISK PREMIUM
MONTHLY
Start of month | T.Bond Rate ERP (T12m)
01-dic-18 2.99% 5.68%
01-gen-19 2.68% 5.96%
01-feb-19 2.63% 5.53%
01-mar-19 2.72% 5.36%
01-apr-19 2.40% 5.75%
01-mag-19 2.51% 5.62%
01-giu-19 2.14% 5.93%
01-lug-19 2.00% 5.67%
01-ago-19 2.02% 5.59%
01-set-19 1.50% 5.75%
01-ott-19 1.67% 5.55%
01-nov-19 1.68% 5.44%
01-dic-19 1.78% 5.25%
01-gen-20 1.92% 5.20%
01-feb-20 1.51% 5.24%
01-mar-20 1.13% 5.69%
01-apr-20 0.68% 6.16%
ANNUAL
Year T.Bond Rate ERP
2009 3.84% 4.36%
2010 3.29% 5.20%
2011 1.88% 6.01%
2012 1.76% 5.78%
2013 3.04% 4.96%
2014 2.17% 5.78%
2015 2.27% 6.12%
2016 2.45% 5.69%
2017 2.41% 5.08%
2018 2.68% 5.96%
2019 1.92% 5.20%

Source: Aswath Damodaran, professor of Corporate Finance and Valuation, Stern School of Business
at New York University




Exhibit 24.b — Additional Data

Additional Data

Sources:

Tax rate Fitbit Inc. (estimated by Qatalyst Partners)

WACC range Fitbit Inc. (estimated by Qatalyst Partners)
Multiple EV/Revenue for TV comparables (avg large-cap)
EV/Revenue multiple range Fitbit Inc. (estimated by Qatalyst Partners)
Implied range price per share Fitbit Inc. (estimated by Qatalyst Partners)
Revenue synergies median in TMT sector (range 3% - 37%)
Cost synergies median in TMT sector (range 1% - 6%)
World real GDP growth rate 2020

World real GDP growth rate 2021

Average world real GDP growth rate (2010-2020)

Cash and equivalents (as of 30/09/2019)

Debt market value (as of 30/09/2019)

Otstanding shares Fitbit Inc. (weighted avg Q3 2019)
Outstanding shares Alphabet Inc. (weighted avg Q3 2019)
Fitbit Inc. beta range

Fitbit Inc. last 12 month debt paydown

Alphabet Inc. P/E (Forward 12M) (as of Q3 2019)

Alphabet Inc. P/E (Trailing 12M) (as of Q3 2019)

Alphabet Inc. 2020 Earnings per share (EPS) forecast
Alphabet Inc. share price as of 01/11/2019

Fitbit Inc. 2020 Earnings per share (EPS) forecast

Fitbit Inc. Pre-deal share price as of 01/11/2019

Fitbit Inc. P/E (Trailing 12M) (as of Q3 2019)

Deal payment

25.00%
12.5% - 16.5%
1.05x

0.3x - 0.8x
$3.36-$5.91
8.00%
3.00%
2.94%
3.02%

3.55%

$ 502,200,000
$ 94,000,000
285,700,000
692,700,000
1.10- 1.26
-5.50%

23.5x

24.7x
$55.68
$1,273.74
($0.26)

$7.14

-5.3x

100% cash

Company report - Qatalyst Partners
Company report - Qatalyst Partners
Company report - Qatalyst Partners
Company report - Qatalyst Partners
Company report - Qatalyst Partners
Deloitte

Deloitte

OECD

OECD

OECD

Koyfin.com

Koyfin.com

Koyfin.com

Koyfin.com

Finbox.com

Finbox.com

Koyfin.com

Koyfin.com

Koyfin.com

Koyfin.com

Koyfin.com

Koyfin.com

Case Writer estimates

Fitbit Inc.

Source: multiple (see in the exhibit)




Exhibit 25.a — Fitbit Inc. Overview Of Future Operating Results

Qur quarterly aperating results or other operating metrics may fluctuate significantly, which could cause the trading price of our Class 4 common stock to
decline.

Qur quarterly operating results and other operating metrics have fluctuated in the past and may continue to fluctuate from quarter to quarter. We expect that
this trend will continue as a result of a number of factors, many of which are outside of our control and may be difficult to predict, including:
«  the impact of our pending Merger with Google;
+  the level of demand for our wearable devices and our ability to maintain or increase the size and engagement of our community of users:
+  the timing and success of new product and service introductions by us and the transition from legacy products;
«  the timing and success of new product and service introductions by our competitors or any other change in the competitive landscape of our market;
+  the mix of products sold in a quarter;

*  the continued market acceptance of, and the growth of the market for, wearable devices, and evolution of this market info smartwatches and other form
factors;

*  pricing pressure as a result of competition or otherwise;

+  delays or disruptions in our supply, manufacturing. or distribution chain:

*  errors in our forecasting of the demand for our products, which could lead to lower revenue or increased costs, or both;

*  seasonal buying patterns of consumers;

*  increases in levels of channel inventory resulting from sales to our retailers and distributors in anticipation of future demand;

increases in and timing of sales and marketing and other operating expenses that we may incur to grow and expand our operations and to remain
competitive;

+  impact of sales and marketing efforts and promotions by competitors, which are difficult to predict;
*  insolvency, credit, or other difficulties faced by our distributors and retailers affecting their ability to purchase or pay for our products;

«  insolvency. credit. or other difficulties confronting our suppliers, contract manufacturers, or logistics providers leading to disruptions in our supply or
distribution chain:

*  levels of product returns. stock rotation. and price protection rights;
*  levels of warranty claims or estimated costs of warranty claims;
+  adverse litigation judgments, settlements, or other litization-related costs;

*  changes in the legislative or regulatory environment. such as with respect to privacy. information security, health and wellness devices, consumer product
safety, advertising. and taxes;

+  product recalls. regulatory proceedings, or other adverse publicity about our products;
+  fluctuations in foreign exchange rates:

*  costs related to the acquisition of businesses. talent, technologies. or intellectual property, including potentially significant amortization costs and possible
write-downs;

*  changes in the trade policies of the United States or other countries. such as the imposition of new tariffs on goods made in China; and
+  general economic conditions in either domestic or international markets.
Any one of the factors above, or the cumulative effect of several factors. may result in significant fluctuations in our operating results.
The variability and unpredictability of our quarterly operating results or other operating metrics could result in our failure to meet our expectations. those of
any analysts that publish financial coverage of us, or those of investors with respect to revenue or other operating results for a particular period. If we fail to meet

or exceed such expectations for these or any other reasons, the market price of our Class A common stock could fall substantially. and we could face costly
lawsnits, including securities class action swits.

Source: Fitbit Inc. — Annual Report 2019



Exhibit 25.b — Fitbit Inc. Overview Of Future Revenue Growth And Profitability

We may not be able to achieve revenue growth or profitability in the future.

Our historical revenue growth in certain periods should not be considered indicative of our future performance. Our revenue has declined in recent periods.
and we expect our revenue growth to be slower than in the past or to decline in future periods due to a number of factors. which may include slowing demand for
our products and services. increasing competition. a decrease in the growth of our overall market. our failure for any reason to capitalize on growth opportunities,
or the maturation of our business.

From 2014 to 2016, our annual revenue grew rapidly from $745.4 million to $2.2 billion. Although our annual revenue in 2016 was up 17% compared to
2015, our anmual revenue in 2017 and 2018 declined compared to the prior year, and our revenue in 2019 declined 5% compared to 2018. In future periods, we
could again experience a decline in revemue, or revenue could grow more slowly than we expect, which could have a material negative effect on our future
operating results.

Because we have only a limited history operating our business at its current scale, it is difficult to evaluate our current business and future prospects.
including our ability to plan for and model future growth. Our limited operating experience at this scale. combined with the rapidly evelving nature of the market in
which we sell our products and services, substantial uncertainty concerning how these markets may develop, and other economic factors beyond our control,
reduces our ability to accurately forecast quarterly or annual revenue. As such. any predictions about our future revenue and expenses may not be as accurate as
they would be if we had a longer operating history or operated in a more developed and predictable market. Failure to manage our future growth effectively could
have an adverse effect on our business, which. in torn. could have an adverse impact on our operating results and financial condition.

In addition, we have not consistently achieved profitability on a quarterly or annual basis. For example, we recorded a net loss of $320.7 million in 2019 and
a net loss of $185.8 million in 2018. Lower levels of revenue and higher levels of operating expenses may result in limited profitability or losses in the future.

Source: Fitbit Inc. — Annual Report 2019

Exhibit 25.c — Fithit Inc. Overview Of Future Financial Performance

If we fail to manage our operating expenses effectively, our financial performance may be negatively impacted.

Our success also depends on our ability to manage our operating expenses effectively. Our employee headcount and the scope and complexity of our
business have increased significantly during recent years, although the number of employees decreased 1% on a year-over-vear basis to 1,684 employees as of
December 31, 2019. We have incurred significant net losses of $320.7 million, $185 8 million and $277.2 million in 2019, 2018 and 2017, respectively.

In addition. we are investing in areas we believe will grow revenue and our operating expenses might increase as a result of these investments. The
development of our products and services is complex and costly, and we typically have several products and services in development at the same time. Cur
research and development efforts may require us to incur substantial expenses to support the development of our next generation devices and other new products
and services. Our research and development expenses were $300.4 million, $332.2 million and $343.0 million, for 2019, 2018 and 2017, respectively.

We could also be required to continue to expand our sales and marketing, product development. and distribution functions: upgrade our business information
technology systems and other processes and technology; and obtain more space for our workforce expansion. These efforts could increase the strain on our
resources, and we could experience serious operating difficulties, including difficulties in hiring, training, and managing employees.

If our continued investments do not result in future revenue as expected, we may incur greater than expected losses or lower than expected profits, and our
liquidity position may be materially adversely affected.

Conversely, in the future, we may again need to strategically realign our resources. adjust our product line and/or enact price reductions in order to stimmlate
demand, implement additional restructuring and workforce reductions, or downsize our facilities for a reduced workforce. Any such actions may result in the
recording of special charges. including inventory-related write-offs. workforce reductions, or other restructuring costs. Additionally. our estimates with respect to
the useful life or ultimate recoverability of our assets. including purchased intangible assets and tooling, could also change and result in impairment charges.

If we are unable to operate efficiently and manage our costs, we may continue to incur significant losses in the foture and may not be able to achieve or
maintain profitability.

Source: Fitbit Inc. — Annual Report 2019



