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You should rely only on the information containedtiis prospectus and in any free writing prospegitepared by or on behalf of us and delivered aae
available to you. Neither we, the selling stockleotl] nor any of the underwriters have authorizedae to provide you with additional or differenformation
We and the selling stockholders are offering td, seld seeking offers to buy, shares of our Clag®#mon stock only in jurisdictions where offerslaales ai
permitted. The information contained in this pragpe or a free writing prospectus is accurate aslyf its date, regardless of its time of deliverypf any sale ¢
shares of our Class A common stock. Our businggmdial condition, operating results, and prospetay have changed since that date.

Through and including , 2015H{e 25" day after commencement of this offering), all deats that buy, sell, or trade shares of our Class
common stock, whether or not participating in thisoffering, may be required to deliver a prospectusThis delivery requirement is in addition to the
obligation of dealers to deliver a prospectus wheacting as underwriters and with respect to their ursold allotments or subscriptions.

For investors outside the United States: Neithertie selling stockholders, nor any of the unddewsi have done anything that would permit thisraffg or
possession or distribution of this prospectus in amisdiction where action for that purpose isuiegd, other than in the United States. Personsideitof th
United States who come into possession of thispeisis must inform themselves about, and obseryeesirictions relating to, the offering of the sfm 0
Class A common stock and the distribution of thizspectus outside of the United States.
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PROSPECTUS SUMMARY

This summary highlights information presented iaager detail elsewhere in this prospectus. Thisrsary is not complete and does not contain all
information you should consider before investingim Class A common stock. You should read theeeptospectus carefully, including the sectionked
“Risk Factors” and “Management’s Discussion and Aysis of Financial Condition and Results of Opevas” and our consolidated financial stateme
and related notes included elsewhere in this progyse before investing in our Class A common stock.

FITBIT, INC.

Our Mission
Fitbit helps people lead healthier, more activediby empowering them with data, inspiration, anidance to reach their goals.

Overview

Fitbit is transforming the way millions of peopleand the world achieve their health and fithesalgorhe Fitbit platform combines connected he
and fitness devices with software and servicedudtieg an online dashboard and mobile apps, dasdyes, motivational and social tools, personali
insights, and virtual coaching through customizéukess plans and interactive workouts. Our platftietps people become more active, exercise marep
better, eat smarter, and manage their weight. tFajiyeals to a large, mainstream health and fitmesket by addressing these key needs with adve
technology embedded in simpletise products and services. We pioneered the cathbetlth and fithess market starting in 2007, since then, we ha\
grown into a leading global health and fitness traks of March 31, 2015, we have sold over 20.8ionildevices since inception. According to The N
Group, we held the leading position in the U.S.remed activity tracker market, with an 85% shhyedollars, in the first quarter of 2015.

The core of our platform is our family of six webl@ connected health and fitness trackers. Thei-based and “clippabledevices automaticall
track users’ daily steps, calories burned, distaraeeled, floors climbed, and active minutes arspldy realtime feedback to encourage them to bec
more active in their daily lives. Most of our track also measure sleep duration and quality, andhote advanced products track heart rate and I&R8e
information such as speed, distance, and exergiges. Several of our devices also feature deepegriation with smartphones, such as the abiliet®ive
call and text notifications and control music. idéion, we offer a WiFi connected scale that records weight, body fad, lzody mass index, or BMI. W
dedicate significant resources to developing petary sensors, algorithms, and software to endqwaedur products have highly accurate measurer
insightful analytics, compact sizes, durabilityddong battery lives. We are able to enhance thetfonality and features of our connected devitesugh
wireless updates.

Our platform also includes our online dashboard motile apps, which wirelessly and automaticallpeswith our devices. Our platform allows ¢
users to see trends and achievements, access tiootaldools such as virtual badges and teak progress notifications, and connect, supgort, compet
with friends and family. Our direct connection witlur users enables us to provide personalizedhitssigoremium services, and information about
products and services. Premium services includealicoaching through customized fitness plansiatetactive videdsased exercise experiences on mc
devices and computers. In addition, we extend #iaevof our platform through our open applicationggzamming interface, or API, which enables thirg
party developers to create health and fitness #pgisinteract with our platform. Through our opdatform and our large community of users, we h
established a growing ecosystem that includes #rulss of thirdparty health and fithess apps that connect with mmaducts and enhance the Fi
experience.

* See"Industry and Market Daf”
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Our platform enables all types of people to gethfitir own way, whatever their interests and goals. users range from people interested in impg
their health and fitness through everyday actigitiieendurance athletes seeking to maximize tleefopnance. To address this range of needs, wgriesi
devices, apps, and services to be easy to usasthdly fit seamlessly into peopleily lives or activities. Our users can sync thetbit devices with, ar
view their dashboard on, their computers and o hobile devices, including iOS, Android, and Womd Phone products. This broad compatib
combined with our markdeading position, has enabled us to attract whabelieve is the largest community of connected theahd fithess device use
The size of our user community increases the likeld that our users will be able to find and engaigle friends and family, creating positive netwaffect:
that reinforce our growth. In addition, data fromr darge community enables us to enhance our ptdéatures, provide improved insights, and offere
valuable guidance for our users.

We have rapidly grown to become a leading globalltheand fitness brand. We sell our products inral&000 retail stores and in more thar
countries, through our retailerg/ebsites, through our online store at Fitbit.comd as part of our corporate wellness offering. Graad distribution ar
marketieading connected health and fitness platform harixeen significant growth since our founding. In14Q 2012, 2013, and 2014, we had revent
$14.5 million, $76.4 million, $271.1 million, and’45.4 million, respectively, net income (loss) ¢4.8) million, $(4.2) million, $(51.6) million, an#i131.¢
million, respectively, and adjusted EBITDA of $(t@illion, $(2.4) million, $79.0 million, and $19.million, respectively. For the three months er
March 31, 2014 and 2015, we had revenue of $108l®mand $336.8 million, respectively, net incom&$8.9 million and $48.0 million, respectivelynd
adjusted EBITDA of $42.0 million and $93.4 millionespectively. See the section titled “Selected Bbdated Financial and Other Dat#djustec
EBITDA” for information regarding our use of adjusted EBA'Bnd a reconciliation of adjusted EBITDA to netame (loss). The number of devices
sold grew from 0.2 million in 2011, to 1.3 million 2012, to 4.5 million in 2013, and to 10.9 mifliin 2014, and from 1.6 million in the three monémsie
March 31, 2014 to 3.9 million in the three monthsied March 31, 2015. We also had 0.6 million, 2iion, 6.7 million, and 9.5 million active users af
December 31, 2012, 2013, and 2014, and March 315,2@spectively. See the section titled “Manageisddiscussion and Analysis of Financial Condi
and Results of Operations—Key Business Metrics’afditional information regarding devices sold active users and limitations of the active userinet
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Powerful Trends Driving Our Market
Several powerful trends are driving the growthhaf tonnected health and fitness market:

. Individuals and employers are increasingly focused health and fithessA variety of factors, such as changing consumesstifles an
demographics, combined with rising healthcare casts employersincreased emphasis on productivity, are leadingziddals and employe
to increasingly focus on health and fitness. Basedhformation from industry sources, we estimaiastimers spent over $200 billion in 2
on health and fithess services, such as gym antihhelab memberships, commercial weight managensentices, and consumer he
products, such as weight management products atdrgisupplements. In addition, IBISWorld estimétest the corporate wellness indu:
will grow from $7.4 billion in 2014 to $11.3 billioin 2019 in the United State’

. Advances in technology have enabled the emergerfamaonected device:Recent technological advances in sensors, loweepeamponent
and longetife batteries, combined with the introduction ofreless standards, such as Bluetooth low energye leaabled the emergence
connected devices that are smaller, more p-efficient, track a broader range of biometric datad fit a wide range of consumer preferen

. Mobile devices have become the preferred platfoomdccessing informationMobile devices have become the preferred platf@mnpéople t
access information and manage their lives, as agethe primary hub to connect a variety of consudesices. According to Gartner, by 2(
more than 50% of users will go to a tablet or spiaohe first for all online activitie®

. More individuals are turning to technology solutiento improve health and fithesindividuals are increasingly using mobile apps atite|
software to improve health and fitness, allowingisuimers to directly manage and track their heatith tness in unprecedented we
According to The NPD Group, over 25% of U.S. constsreported using a fitness app on their smaript

Our Market Opportunity

According to International Data Corporation, or IDénsumer spend on the wearable devices marlgbiging faster than on any segment in
global consumer electronics market. In 2014, shipmef wearable

+ Our active user metric tracks the number of usdre have an active subscription to our services, phioed a tracker or scale to an account, or wiggdd at least 100 steps or took a we
measurement within three months of the measuredsat Therefore, the active user metric does naisore continual engagement of individual users withplatform and should not be used for
purpose. See the section titled “Management’s Bisiom and Analysis of Financial Condition and Ressof Operations—Key Business Metrics—Active Usdes"a description of the limitations rela
to the active user metri

See“Industry and Market Dat”
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devices more than tripled compared to the prior,yesaching a total of 19.6 million units shipp&tDC expects the market for wearable devices wilck
126.1 million units shipped in 2019, representin§2.9 billion worldwide revenue opportunityWe believe that we have been one of the driverthe
growth of the wearable devices market, and thafuthege growth of this market represents a sigaificopportunity for us. Further, as we continuexpant
our platform and as consumers increasingly viewammected health and fitness products and seraiges alternative or complement to other heald
wellness activities, we believe there is an opputyuto extend our addressable market to the brohdalth and fithess market. Based on informatiom
industry sources, we estimate this market represamover $200 billion opportunity and includessuamer spend on health and fitness services, sugjre
and health club memberships, commercial weight mament services, and consumer health products, asiakeight management products and di
supplements. The broader health and fithess mahmtever, presents several challenges to overcosfierdo we are able to take advantage of
opportunity, including competition from larger, neogstablished traditional health and fitness congsamncertainty as to whether consumers will adoy
products and services as an alternative or compietoeother health and wellness activities, and relative lack of experience selling other produets
services. Furthermore, while we believe that otivaaiser metric is an indicator of the size anoigh of our community, it is not a measure of theels o
continuous engagement of our individual users @eiods of time and does not track the number dividual users that have become inactive or
platform in a period. As such, our active user inea# not necessarily an indicator of the size grulvth of our engaged user community, who we belie
be the most likely to purchase additional prodactd services on our platform, such as our subgeniitased premium services.

Our Solution—The Fitbit Platform
Our leading connected health and fitness platf@roesigned to enable our users to improve theitthand fitness by:

. Tracking activities through our connected health drfithess devicedVe empower users to live healthier, more actiwastifles by both trackit
the information that matters most to them and mliog them with reatime feedback. Our connected health and fitnesgdswspan multip
styles, form factors, and price points, addrestiiegneeds of everyonefrem people simply looking to get fit by increasitigir activity levels t
endurance athletes seeking to maximize their padorce.

. Learning through our online dashboard and mobile pp. We offer our users a personalized online dashbaad mobile apps that sy
automatically with our connected health and fitnéssices and provide our users with a wide rangafofmation and analytics, such as ch
and graphs of their progress and the ability todalgric intake

. Staying motivated through social features, notiftt@ns, challenges, and virtual badgt. Our products help millions of users achieve theialg
both individually and within the community that thehoose. We motivate users by delivering teak feedback including notificatior
leaderboard and challenge updates, and virtualdsaddsers can choose to share some or all offtkaith and fithess information on an dpt-
basis with friends, family, and other parties, wittird-party apps, and through social netwol

. Improving health and fitness through go-setting, personalized insights, premium servicesdavirtual coaching.We believe our platfor
assists users in changing their daily behaviorh sgceating healthier foods or going for a run atking more to reach a goal or win a challe
We also offer premium services on a subscriptiosisbthat provide personalized insights and viraadching through customized fithess p
and interactive vide-based exercise experiences on mobile devices angduters

4
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Our Competitive Strengths—What Sets Us Apart

We believe the following strengths will allow usrtaintain and extend our leadership position:

Leading market position and global bran©ur singular focus on building a connected heaitti fitness platform, coupled with our leac
market share, has led to our brand becoming synongrwith the connected health and fithess categgording to The NPD Group, we F
the highest selling connected activity trackershia United States in the first quarter of 2015 hwah 85% share of the U.S. connected ac
tracker market, by dollars, up from 70% for thery2@14 and 59% for the year 2013n addition, according to The NPD Group, Fitbit Ge
which we began selling in December 2014, was tlyhdst selling GPS fithess watch in the United Statethe first quarter of 2015, w
a 61% share of the U.S. GPS fitness watch markedpbars, up from 3% in 201~

Broad range of connected health and fithess devicWe believe everyons’approach to fitness is different, so we offer osers a range
connected health and fitness devices spanning ptaulstyles, form factors, and price points to allpeople to find the devices that fit tt
lifestyles and goals

Advanced, purpos-built hardware and software technologie®ur connected health and fitness devices leveradjestrystandard technologit
such as Bluetooth low energy, as well as propiyetachnologies, such as our PurePulse continuoas hete tracking, and our algorithms -
more accurately measure and analyze user healtfitaass metrics. Our online and mobile apps previddepth analysis and guidance and
highly-scalable cloud infrastructure enables millions #nrg around the world to engage with our platfarmrea-time.

Broad mobile compatibility and open APIOur broad mobile compatibility and open API enabldarge and growing health and fitn
ecosystem that provides additional value to ousting users and extends our reach to potentialusass. Our users can sync their Fitbit de\
with, and view their online dashboard on, their poers and over 150 mobile devices, including i@&droid, and Windows Phone produ
which has enabled us to build what we believeeasldingest community of connected health and fitessce users

Broad and differentiated g-to-market strategyWe sell our products in over 45,000 retail stored & more than 50 countries, through
retailers’'websites, through our online store at Fitbit.contg as part of our corporate wellness offering. \Wkelve the breadth and depth of
established selling channels and prominent presencetail stores are unmatched in the connectedtth@nd fitness category and woulc
difficult for a competitor to replicats

Large and growing community and powerful networkfe€ts. The total number of registered users on our platfbas grown from 1.1 millic
as of December 31, 2012, to 4.5 million as of Ddoen31, 2013, to 14.6 million as of December 311,£2&nd to 19.0 million as of March :
2015. As our community of users continues to gnee will develop a deeper understanding of our uaatsexpect to deliver additional valu
them through more detailed insights and anal

Direct relationship and continuous communication thi our users.The connectivity of our devices allows us to betiaderstand our users’
health and fitness goals and communicate the netsvant analysis, features, advice, and contettidm throughout the day with our onl
dashboard, mobile apps, emails, and notificati

See"Industry and Market Daf”
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Our Growth Strategy
We intend to maintain and extend our position adelding platform for connected health and fitn&gy elements of our growth strategy include:

Continue to introduce innovative productWe will continue to develop the work’'most innovative and diverse connected healthfiameks:
devices and we plan to continue to make signifiéaméstments in research and development to fustrengthen our platform through b
internally-developed and acquired technolog

Introduce new features and serviceWe will continue to introduce innovative new feasirand services to increase user engageme
revenue. For example, we acquired FitStar in M&@hb to enhance our software and services offetimgsigh interactive videbased exercit
experiences on mobile devices and computers. Becagsdo not measure the levels of continuous emgegeof our individual users o\
periods of time and our active user metric doestraatk the number of individual users that haveobse inactive on our platform in a peri
however, it may be difficult for us to assess thaket acceptance of our new features and sen

Expand brand awareness and drive sales of our proguand servicesWe intend to increase our marketing efforts totfertexpand glob
awareness of our brand and drive greater salesrgdroducts and service

Increase global distribution through select new ahaels. We believe that international markets represemgmif&cant growth opportunity for
and we intend to expand sales of our products endces globally through select retailers and sgi&t partnerships

Further penetrate the corporate wellness mark#t/e intend to increase our focus on building ref&hips with employers and welln
providers and increase revenue through employethegs programs, although it may be challengingntyease market acceptance of
corporate wellness offerings because we do ndk tantinuous engagement of our individual users pegiods of time

Our Devices
We believe everyone’s approach to fitness is difierso we have created products with a wide wacdkstyles, sizes, features, and price points.

Fitbit Zip is our entrylevel wireless activity tracker that allows usesgrack the most important daily activity statistisuch as steps, distar
calories burned, and active minutes. Fitbit Zip &8a$.S. manufactur’'s suggested retail price, or U.S. MSRP, of $5¢

Fitbit One is a more advanced clippable wireless trackertthaks stairs climbed and sleep in addition toydsieps, distance, calories burr
and active minutes. Fitbit One has a U.S. MSRPO6{Sb.

Fitbit Flex is our first wristbandstyle tracker, with a sleek and stylish designf thecks steps, distance, calories burned, activeites, an
sleep. Fitbit Flex has a U.S. MSRP of $99.

Fitbit Chargeis a wireless activity and sleep wristband thatksasteps, distance, calories burned, active méniiteors climbed, and sleep. Fit
Charge has a U.S. MSRP of $129.

Fitbit Charge HR is a wireless heart rate and activity wristband thes all the features available on the Fitbit @eaand also includes ¢
proprietary PurePulse heart rate tracking technolbgbit Charge HR has a U.S. MSRP of $149

Fitbit Surgeis our fitness “super watchhat combines popular features of a GPS watcht hat@rtracker, activity tracker, and smartwatdlthit
Surge has a U.S. MSRP of $249.

Avria is our Wi-Fi connected scale that tracks weightiybfat percentage, and BMI. Aria has a U.S. MSRB1§9.95.
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We also sell various accessories, such as colaadsband clips for our devices, charging cabled,Fitbit apparel. These accessories are offer
U.S. MSRPs ranging from $4.95 to $195.00.
Selected Risks Associated with Our Business

Our business is subject to a number of risks amegmainties, including those highlighted in thetiectitled “Risk Factorsimmediately following thi
prospectus summary. Some of these risks are:

We operate in a highly competitive market;

We must be able to anticipate and satisfy consymreferences in a timely manner;

We must successfully develop and timely introdue® products and services or enhance existing ptedund services;

We must be able to accurately forecast consumeaddrfor our products and services and adequatefhageaour inventory;

Our quarterly operating results or other operatirgrics may fluctuate significantly;

Our active user metric should not be relied upoarasdicator of the level of continual engagenwtindividual users;

We rely on a limited number of third-party suppdiecontract manufacturers, and logistics providers which we have limited control;
The market for connected health and fitness devgcssll in the early stages of growth and may eattinue to develop;

An economic downturn or economic uncertainty mayeasely affect demand for our products and seryices

Our current and future products and services maemance quality problems from time to time thah casult in adverse publicity, prod
recalls, litigation, regulatory proceedings, andraaty claims

We recalled one of our products, the Fitbit Fomeéylarch 2014, due to reports of allergic reactjomkich exposed us to U.S. Consumer Prc
Safety Commission, or CPSC, proceedings and prlitegation;

We must protect our intellectual property and sasfidly defend against claims by others that weirfirenging upon or unlawfully using the
intellectual property

Material disruption or breach of our informatiorch@ology systems or those of thipdsties could materially damage user and businegsg
relationships; an

The dual class structure of our common stock wdiVén the effect of concentrating voting control wiértain stockholders, including «
directors, executive officers, and significant &toaiders who will hold in the aggregate 51.9% & tloting power of our capital stock followi
the completion of this offering, which will limitropreclude your ability to influence corporate reedt including the election of directc
amendments of our organizational documents, andraarger, consolidation, sale of all or substantiall of our assets, or other major corpo
transaction requiring stockholder appro»

Corporate Information

We were incorporated in Delaware in March 2007 aalthy Metrics Research, Inc. We changed our nanfiétibit, Inc. in October 2007. Our princi|
executive offices are located at 405 Howard Str8et Francisco, California 94105, and our telephmmaber is (415) 513000. Our website addres:
Fitbit.com. The
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information on, or that can be accessed throughwebsite is not incorporated by reference ints fiiospectus and should not be considered to laet @f
this prospectus.

Unless otherwise indicated, the terms “Fitbit,” €teompany,” “we,” “us,” and “our'tefer to Fitbit, Inc., a Delaware corporation, ttg with it
consolidated subsidiaries.

Fitbit, the Fitbit logo, Fithit Zip, Fitbit One, it Flex, Fitbit Charge, Fithit Charge HR, Fitt8urge, Aria, PurePulse, and our other register
common law trade names, trademarks, or service sregpRearing in this prospectus are our intellegwaperty. This prospectus contains additionale
names, trademarks, and service marks of other coiempthat are the property of their respective aane

Implications of Being an Emerging Growth Company

As a company with less than $1.0 billion in revedueing our last completed fiscal year, we quadifyan “emerging growth compangs defined i
the Jumpstart Our Business Startups Act of 2012herJOBS Act. An emerging growth company may talegantage of specified reduced repol
requirements that are otherwise applicable genet@ipublic companies. These reduced reportingirements include:

. an exemption from compliance with the auditor a#tisn requirement on the effectiveness of ourrirécontrol over financial reporting;

. an exemption from compliance with any requireméat the Public Company Accounting Oversight Boaey rmdopt regarding mandatory a
firm rotation or a supplement to the auc’s report providing additional information about thedit and the financial statemer

. reduced disclosure about our executive compensatiamgements;

. an exemption from the requirements to obtain alsiading advisory vote on executive compensatio atockholder approval of any gol
parachute arrangements; ¢

. extended transition periods for complying with nemrevised accounting standards.

We will remain an emerging growth company until #eliest to occur of: (i) the end of the firstcéid year in which our annual gross revenue is
billion or more; (ii) the end of the first fiscakgr in which we are deemed to be a “large accelérfder,” as defined in the Securities Exchange Act of 1
as amended, or the Exchange Act; (iii) the datevbich we have, during the previous three-year peligsued more than $1.0 billion in noanvertible det
securities; and (iv) the end of the fiscal yearimymhich the fifth anniversary of this offeringags. We may choose to take advantage of someydll
of the available benefits under the JOBS Act. Wee @roosing to irrevocably “opt outf the extended transition periods available urtlerJOBS Act fc
complying with new or revised accounting standalig, we currently intend to take advantage of ttieeloexemptions discussed above. Accordingly
information contained herein may be different thiaminformation you receive from other public comies in which you hold stock.
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THE OFFERING

Class A common stock offered by
Class A common stock offered by the selling stoddtéis

Ovel-allotment option offered by the selling stockhok

Class A common stock to be outstanding after tfferiog

Class B common stock to be outstanding after tfiesiog

Total Class A and Class B common stock to be outistg after this offering

Use of proceeds

Voting rights

22,387,500 share
7,462,500 share
4,477,500 share

29,850,000 shares (34,327,500 shares if the aNament option i
exercised in full

174,907,670 shares (170,494,402 shares if the alatment option i
exercised in full’

204,757,670 shares (204,821,902 shares if the alatment option i
exercised in full’

We estimate that the net proceeds from the sakhafes of our Class
common stock that we are selling in this offerindl Wwe approximatel
$310.8 million, based upon an assumed initial muloiffering price ¢
$15.00 per share, which is the midpoint of the eoriange set forth on t
cover page of this prospectus, after deductingmesdd underwritin
discounts and commissions and estimated offeripgrses payable by
We will not receive any proceeds from the sale tudres of our Class
common stock by the selling stockholde

The principal purposes of this offering are to @ase our capitalization &
financial flexibility, create a public market fouoClass A common stoc
and enable access to the public equity marketsgand our stockholde
We intend to use the net proceeds that we receona this offering fo
working capital and other general corporate purpogecluding resear:
and development and sales and marketing activitigsneral an
administrative matters, and capital expenditures.ridy also use a porti
of the net proceeds to invest in or acquire complaary businesse
products, services, technologies, or other asSes.the section titledJse
of Proceec” for additional information

Shares of Class A common stock are entitled tovobe per share
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New York Stock Exchange symk

Shares of Class B common stock are entitled tooées per share

Holders of our Class A common stock and Class B mom stock wil
generally vote together as a single class, unlgsswise required by law
our restated certificate of incorporation. Eachretaf our Class B comm
stock will be convertible into one share of ours3l& common stock at a
time and will convert automatically upon certaimrtsfers and upon t
earlier of twelve years from the date of this pexdps or the date t
holders of a majority of our Class B common stotdceto convert tk
Class B common stock to Class A common stock. Tolelelns of ou
outstanding Class B common stock will hold 98.3%hef voting power (
our outstanding capital stock following this offegi with our director.
executive officers, and significant stockholdersldirgg 51.9% in th
aggregate. These holders will have the ability eotml the outcome !
matters submitted to our stockholders for appravaluding the election
our directors and the approval of any change irirobtransaction. See t
sections titled “Principal and Selling Stockholdeed “Description o
Capital Stoc” for additional information

“FIT”

The number of shares of our Class A and Class Broamstock to be outstanding after this offerindpased upon no shares of our Class A con
stock and 182,263,119 shares of our Class B comstawk outstanding as of March 31, 2015 (prior te sutomatic conversion of shares of our Cla
common stock into an equivalent number of sharesuofClass A common stock upon their sale by thkngestockholders in this offering) and does

include:
. 47,337,190 shares of our Class B common stock lidsuapon the exercise of options to purchase shafesur Class B common stc
outstanding as of March 31, 2015, with a weig-average exercise price of $2.19 per sh
. 3,016,108 shares of our Class B common stock i¢sugion the exercise of options to purchase shafresir Class B common stock grar

after March 31, 2015, with a weightesterage exercise price of $13.33 per share, bgsed an assumed initial public offering price of IC
per share, which is the midpoint of the price rasgeforth on the cover page of this prospectusalwhumber of shares and weight@derag
exercise price includes an option to purchase 286shbares that will be granted on the date ofghispectus with an exercise price equal t
initial public offering price)

D 291,630 shares of our Class B common stock issugdaa the vesting of restricted stock units, or RSdlitstanding as of March 31, 2015;
D 212,153 shares of our Class B common stock issugdaa the vesting of RSUs granted after March 8152

. 1,954,992 shares of our Class B common stock i¢sugion the exercise of warrants to purchase ctiblepreferred stock outstanding a:
March 31, 2015, with a weight-average exercise prit
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of $0.59 per share (including 107,051 shares ofGlass B common stock issued upon the net exeofigarrants to purchase 110,029 shart
Class B common stock and the automatic conversidghase shares into Class A common stock upon g&@ in this offering at an assur
initial public offering price of $15.00 per shavehich is the midpoint of the price range set fayththe cover page of this prospectus);

12,688,879 shares of our common stock reservefiifiore issuance under our equity compensation plaorssisting of:

0 8,938,879 shares of Class B common stock resenefliure issuance under our Amended and Restdt@d 3tock Plan, as amenc

or 2007 Plan, as of March 31, 2015 (which resemesdot reflect the options to purchase shareslags@B common stock or RS
granted after March 31, 2015); a

3,750,000 shares of Class A common stock resemwetufure issuance under our 2015 Employee StockHase Plan, or 2015 ES
which will become effective on the date of thisgpectus

Any remaining shares available for issuance under2007 Plan will become reserved for future issgaas Class A common stock under our :
Equity Incentive Plan, or 2015 Plan, which will bewe effective on the date immediately prior to tlae of this prospectus, and we will cease gra
awards under the 2007 Plan. Our 2015 Plan and E&GEP also provide for automatic annual increaséiseimumber of shares reserved thereunder. S
section titled “Executive Compensation—Employee &grPlans” for additional information.

Except as otherwise indicated, all informationtirs fprospectus assumes:

the amendment to our amended and restated cearifafancorporation in May 2015 to redesignate outstanding common stock as Clas
common stock and create a new class of Class A amstock to be offered and sold in this offeringl an effect a 3-foi2 split of our capit:
stock, including a corresponding increase in thth@ized shares of our capital stock, and all shepion, RSU, warrant, and per st
information in this prospectus has been adjustadftect the split on a retroactive bas

the conversion of all shares of our convertiblefgamed stock outstanding as of March 31, 2015 amnoaggregate of 139,851,483 shares o
Class B common stock immediately prior to the catiph of this offering

the conversion of all outstanding warrants to pasehshares of convertible preferred stock into avdsrto purchase the same number of s
of Class B common stock immediately prior to thenptetion of this offering (excluding any warrankeit are net exercised in connection
this offering);

the automatic conversion of 7,462,500 shares ofGass B common stock (including the shares thaismued upon the net exercise of wari
to purchase shares of our Class B common stocls@lddn this offering) into an equivalent numbersbares of our Class A common stock t
their sale by the selling stockholders in this offg;

no exercise or settlement of outstanding stockoogtiRSUs, or warrants, except for 107,051 shdresrcClass B common stock issued upor
net exercise of warrants to purchase 110,029 slédi@kgRss B common stock and the automatic conwersf those shares into Class A comi
stock upon their sale in this offering at an assiinéial public offering price of $15.00 per shamhich is the midpoint of the price range
forth on the cover page of this prospec

the filing and effectiveness of our restated ceedife of incorporation and the effectiveness of mstated bylaws, each of which will oc
immediately prior to the completion of this offegirand

no exercise by the underwriters of their optiorptmchase up to an additional 4,477,500 shares oCtass A common stock from the sell
stockholders in this offering to cover o-allotments.
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA

The following tables summarize our consolidateduficial and other data. We derived the summary dioladed statements of operations data for 2
2013, and 2014 from our audited consolidated firrstatements included elsewhere in this prospgedtte derived the summary consolidated statemé
operations data for the three months ended Mar¢h2314 and 2015 and the summary consolidated balaheet data as of March 31, 2015 from
unaudited consolidated financial statements incuelsewhere in this prospectus. We have prepaedrhudited consolidated financial statements e
same basis as the audited consolidated finaneitdraents and have included, in our opinion, alistdients consisting only of normal recurring adjestt:
that we consider necessary for a fair statemettiefinancial information set forth in those stags. Our historical results are not necessariljcative o
the results that may be expected in the future. ¥loould read this data together with our consadiddtnancial statements and related notes appe
elsewhere in this prospectus.

As of or For the Three

As of or For the Year Ended Months Ended
December 31, March 31,
2012 20130 2014 2014 @ 2015 @

(in thousands, except per share date
Consolidated Statements of Operations Dat:

Revenue $76,37:  $271,08°  $74543. $108,81! $336,75-
Cost of revenuf® 49,73 210,83¢ 387,77¢ 64,04¢ 167,54¢
Gross profit 26,64( 60,25 357,65° 44,76¢ 169,20¢
Operating expense

Research and developm¢? 16,21( 27,87 54,167 9,08¢ 22,42¢

Sales and marketir® 10,231 26,847 112,00¢ 11,27: 43,86

General and administrativ? 3,96¢ 14,48 33,55¢ 8,617 12,98
Total operating expens: 30,41 69,20 199,72¢ 28,97¢ 79,27¢
Operating income (los: (3,779 (8,959 157,92¢ 15,79: 89,93¢
Interest and other income (expense), (150) (4,73)) (18,15¢6) (1,62¢) (13,549
Income (loss) before income tax (3,929 (13,68f) 139,77: 14,16 76,39
Income tax expens 291 37,937 7,99¢ 5,291 28,39
Net income (loss $(4,21¢ $(51,62) $131,777 $ 8,87z $ 47,99
Net income (loss) per share attributable to comsionkholder<3):

Basic $ (1) $ (13 $ 07¢ $ 004 $ 0.2¢€

Diluted $ 01) $ (132 $ 06 $ 004 $ 0.22
Pro forma net income per share attributable to comstockholder®):

Basic $ 0.81 $ 0.3z

Diluted $ 0.7z $  0.2¢
Other Data :
Devices solc® 1,27¢ 4,47¢ 10,90¢ 1,57¢ 3,86¢
Active user<®) 55¢ 2,57(C 6,70( 3,861 9,517
Adjusted EBITDA®) $(2,400) $ 79,04¢ $191,04: $ 42,02¢ $ 93,38:

12
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Reduction of revenu
Incremental (benefit to) cost of rever

Impact on gross prof
Incremental general and administrative expensee(tg

Impact on income (loss) before income ta
(2) Includes stoc-based compensation expense as follc

Cost of revenur
Research and developme¢
Sales and marketir
General and administrati\

Total

Consolidated Balance Sheet Data

Cash and cash equivale®

Working capital®

Total asset®

Total lon¢-term deb®

Redeemable convertible preferred stock warrantitiak
Redeemable convertible preferred st

Retained earning

Total stockholder equity

incorporation

(1) In March 2014, we recalled the Fitbit Force. Seegéction titlec*Managemer's Discussion and Analysis of Financial Condition &esults of Operatio—Fitbit Force Product Rec” for additiona
information. The recall, which primarily affectedraresults for the fourth quarter of 2013 and it fjuarter of 2014, had the following effect am (ncome (loss) before income tax

Three Months Ended

Year Ended December 31 March 31,
2013 2014 2014 2015
(in thousands)

$ (30,607 $ (8,119 $ (11,567) $ —
51,20¢ 11,33¢ 10,60: (2,040
(81,819 (19,457 (22,167) 2,04(
2,83¢ 3,38¢ 2,87¢ (142
$ (84,650 $ (22,840 $ (25,039 $ 2,182

Three Months Ended

Year Ended December 31 March 31,
2012 2013 2014 2014 2015
(in thousands)

$ 1t $ 37 $ 89C $ 59 $ 44¢€
62 28¢ 2,35( 92 1,87¢
2¢ 204 1,29¢ 63 1,307
2€ 91 2,26¢ 10C 1,271
$ 137 $ 62C $ 6,80« $ 314 $  4,90¢

(3) See notes 2, 3, and 15 of the notes to our cordeldinancial statements included elsewhere & ghdspectus for an explanation of the calculatimhsur net income (loss) per share attributah
common stockholders, basic and diluted, and prmdanet income per share attributable to commorkktdders, basic and dilute

(4) See the section title‘Managemer’'s Discussion and Analysis of Financial Conditiod &esults of Operatio—Key Business Metri—Devices Sol” for more information

(5) We believe that the active user metric is an irtdicaf the size of our community, but currently de not believe that it has a direct effect on @wenue and operating results since substantidltyf
our revenue to date has been derived from salesiotonnected health and fithess devices. Seeetttéos titled “Managemers’ Discussion and Analysis of Financial Conditiord &esults ¢
Operation—Key Business Metri—Active User” for more information, including limitations on thse of this metric

(6) Adjusted EBITDA is a financial measure thatriot calculated in accordance with generally aetkpccounting principles in the United StatesUds. GAAP. See the section titlebelecte
Consolidated Financial and Other L—Adjusted EBITD#" for information regarding our use of adjusted EBA'Bnd a reconciliation of adjusted EBITDA to netdme (loss)

As of March 31, 201&

Pro Forma
Actual Pro_Forma () As Adjusted A@3)
(in thousands)

$237,84¢ $ 237,84¢ $ 548,61:
174,81: 174,81: 485,57
669,34¢ 669,34¢ 980,11:
159,61: 159,61: 159,61:
26,13: — —
67,81« — —
115,23¢ 115,23¢ 115,23¢
141,90¢ 235,85: 546,61¢

(1) The pro forma column reflects (a) the redesignatibaur outstanding common stock as Class B comstack in May 2015, (b) the automatic conversiomlbShares of our convertible preferred s
outstanding as of March 31, 2015 into shares ofGlass B common stock, (c) the automatic conversfaine convertible preferred stock warrants tos€IB common stock warrants, and the rest
remeasurement and assumed reclassification ofetheemable convertible preferred stock warrantlitglio additional paidn capital, and (d) the filing and effectivenessoaf restated certificate
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)

(©)}
“4)

The pro forma as adjusted column reflects the itdessribed in footnote (1) and the receipt of $81fillion in net proceeds from our sale of 22,38D,5hares of Class A common stock in this offe
at an assumed initial public offering price of $iBper share, which is the midpoint of the priaegeaset forth on the cover page of this prospeetitis; deducting estimated underwriting discoumis
commissions and estimated offering expenses papahls. A $1.00 increase or decrease in the assinitiadi public offering price of $15.00 per shavehich is the midpoint of the price range set f
on the cover page of this prospectus, would inereasiecrease our pro forma as adjusted cash ahdeqaivalents, working capital, total assets, tatal stockholdersequity by $21.0 million, assumi
that the number of shares offered by us, as st éor the cover page of this prospectus, remamsdme, and after deducting estimated underwudisgpunts and commissior

The pro forma as adjusted information discussedaimillustrative only and will be adjusted basedthe actual public offering price and other teoheur initial public offering that will be deteinec
at pricing.

Subsequent to March 31, 2015, we repaid $16lion of our long-term debt from our cash arable equivalents. As a result, the long-term dedtt would have been classified as ldagn debt, les
current portion, that was repaid was classifietbag-term debt, current portion, on our consolidate@bed sheet as of March 31, 20
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RISK FACTORS

An investment in our Class A common stock invavagh degree of risk. You should carefully consttie risks and uncertainties described below, thgr
with all of the other information in this prospesfuncluding the section titled “ManagementDiscussion and Analysis of Financial ConditiordaResults ¢
Operations”and our consolidated financial statements and edatotes, before making a decision to invest in@ass A common stock. Our business, oper
results, financial condition, or prospects couldrbaterially and adversely affected by any of thiésles and uncertainties. If any of these risks alijuoccurs, th
trading price of our Class A common stock couldiidecand you might lose all or part of your investrh Our business, operating results, financialfpenance
or prospects could also be harmed by risks and aicgies not currently known to us or that we @mtly do not believe are material.

Risks Related to Our Business
We operate in a highly competitive market. If we dot compete effectively, our prospects, operatiagults, and financial condition could be adverselffected.

The connected health and fitness devices markeigldy competitive, with companies offering a véyi®f competitive products and services. We ex
competition in our market to intensify in the futuas new and existing competitors introduce newrdranced products and services that are potentradly
competitive than our products and services. Thenecoted health and fitness devices market has ataudtof participants, including specialized const
electronics companies, such as Garmin, JawboneMisfit, and traditional health and fithess comgamisuch as adidas and Under Armour. In additicamy
large, broachased consumer electronics companies either conpeter market or adjacent markets or have annaliptzns to do so, including Apple, Goor
LG, Microsoft, and Samsung. For example, Applereasntly introduced the Apple Watch smartwatchhwitoadbased functionalities, including some health
fitness tracking capabilities. We also compete witlide range of stand-alone health and fitrretsted mobile apps that can be purchased or dadetbthroug
mobile app stores. We believe many of our compmstitmd potential competitors have significant cotitipe advantages, including longer operating hist
ability to leverage their sales efforts and markgtexpenditures across a broader portfolio of petsland services, larger and broader customer basms
established relationships with a larger numberupip$iers, contract manufacturers, and channel pestrgreater brand recognition, ability to leverage store
which they may operate, and greater financial,aeteand development, marketing, distribution, atiter resources than we do. Our competitors anengier
competitors may also be able to develop producteprices that are equal or superior to ours, aehigeater market acceptance of their productssandces, ar
increase sales by utilizing different distributicimannels than we do. Some of our competitors mgyeagively discount their products and servicesrdter to gai
market share, which could result in pricing pressureduced profit margins, lost market share, tailare to grow market share for us. If we are abte tc
compete effectively against our current or potémiienpetitors, our prospects, operating resultd,farancial condition could be adversely affected.

If we are unable to anticipate and satisfy consunpgeferences in a timely manner, our business mayauversely affecte

Our success depends on our ability to anticipatesatisfy consumer preferences in a timely manikf our products are subject to changing const
preferences that cannot be predicted with certai@gnsumers may decide not to purchase our produntsservices as their preferences could shifdhapo
different types of connected health and fitnessadsvor away from these types of products and sesvaltogether, and our future success dependartirop ou
ability to anticipate and respond to shifts in agner preferences. In addition, our newer produnts services that have additional features, sucthed-itbi
Charge, Fitbit Charge HR, and Fitbit Surge, mayehaigher prices than many of our earlier produats the products of some of our competitors, whicymo
appeal to consumers or only appeal to a smallesetudd consumers. It is also possible that compstitould introduce new products and servicesriegativel
impact consumer preference for our
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connected health and fitness devices, which coeddlt in decreased sales of our products and ssndad a loss in market share. Accordingly, if aié th
anticipate and satisfy consumer preferences imelyimanner, our business may be adversely affected

If we are unable to successfully develop and timéiroduce new products and services or enhanceserg products and services, our business ma
adversely affected.

We must continually develop and introduce new potsland services and improve and enhance our rexiptoducts and services to maintain or incr
our sales. The success of new or enhanced prodndtservices may depend on a number of factoradimg, anticipating and effectively addressing cone
preferences and demand, the success of our salemaketing efforts, timely and successful researmth development, effective forecasting and managem
product demand, purchase commitments, and inverlemsis, effective management of manufacturing angply costs, and the quality of or defects in
products.

The development of our products and services isptexnand costly, and we typically have several poisl and services in development at the same
Given the complexity, we occasionally have expexdeh and could experience in the future, delaysompleting the development and introduction of rew
enhanced products and services. Problems in tHgrdes quality of our products or services may atswwe an adverse effect on our brand, businesandia
condition, and operating results. Unanticipatedbfgms in developing products and services could dlgert substantial research and development ress
which may impair our ability to develop new produand services and enhancements of existing produact services, and could substantially increaseasts. |
new or enhanced product and service introductioesdalayed or not successful, we may not be ab&elieve an acceptable return, if any, on our rekeanc
development efforts, and our business may be aelyeaffected.

Our operating results could be materially harmed we are unable to accurately forecast consumer deohdor our products and services and adequa
manage our inventory.

To ensure adequate inventory supply, we must fetdngentory needs and expenses and place ordiigently in advance with our suppliers and comwt
manufacturers based on our estimates of future deérfa particular products. Our ability to accubatiorecast demand for our products and servicegdcbe
affected by many factors, including an increasel@rease in customer demand for our products amites or for products and services of our compet
product and service introductions by competitorsanticipated changes in general market conditians, the weakening of economic conditions or cons
confidence in future economic conditions. Due ® tlicent rapid growth in demand for our connectslth and fitness devices, and particularly in emion with
new product introductions, we face challenges agtuiadequate and timely supplies of our produstsattisfy the levels of demand, which we believgatigely
affects our revenue. This risk may be exacerbatedhb fact that we may not carry a significant amtoaf inventory, either directly or with our contt
manufacturers or logistics providers to satisfyrstierm demand increases. If we fail to accuratelgdast customer demand, we may experience excesstdmy
levels or a shortage of products available for.sale

Inventory levels in excess of customer demand reaylt in inventory write-downs or writeffs and the sale of excess inventory at discouptaxts, whic
would cause our gross margin to suffer and coulsbimthe strength of our brand. Conversely, if melerestimate customer demand for our products arvices
our contract manufacturers may not be able to defwoducts to meet our requirements, and thisdcasdult in damage to our brand and customer oglsliips an
adversely affect our revenue and operating results.
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Our quarterly operating results or other operatingetrics may fluctuate significantly, which could oge the trading price of our Class A common stod

decline.

Our quarterly operating results and other operatiregrics have fluctuated in the past and may caetito fluctuate from quarter to quarter. We expbat
this trend will continue as a result of a numbefaafors, many of which are outside of our contmodl may be difficult to predict, including:

the level of demand for our connected health am@é$s devices and our ability to maintain or inseethe size and engagement of our commun
users;

the timing and success of new product and serviteductions by us or our competitors or any ottleeinge in the competitive landscape of
market;

the mix of products sold in a quarter;

the continued market acceptance of, and the grofthe market for, connected health and fitnessoagay

pricing pressure as a result of competition or tfee;

delays or disruptions in our supply, manufacturimgdistribution chain;

errors in our forecasting of the demand for oudpiats, which could lead to lower revenue or inceelasosts, or both;
seasonal buying patterns of consumers;

increases in and timing of sales and marketing @hér operating expenses that we may incur to gaod expand our operations and to rer
competitive;

insolvency, credit, or other difficulties faced byr distributors and retailers, affecting theirliépito purchase or pay for our products;

insolvency, credit, or other difficulties conframgj our suppliers, contract manufacturers, or lagggproviders leading to disruptions in our suppi
distribution chain

levels of product returns, stock rotation, and @pcotection rights;
adverse litigation judgments, settlements, or ofitigation-related costs;

changes in the legislative or regulatory environtneoch as with respect to privacy, informationusigg, health and wellness devices, const
product safety, and advertisir

product recalls, regulatory proceedings, or otlisease publicity about our products;
fluctuations in foreign exchange rates;

costs related to the acquisition of businessesntatechnologies, or intellectual property, inéhgd potentially significant amortization costs :
possible writ-downs; anc

general economic conditions in either domesticternational markets.

Any one of the factors above or the cumulative@fté some of the factors above may result in $igemt fluctuations in our operating results.

The variability and unpredictability of our quatteoperating results or other operating metricsl@¢oasult in our failure to meet our expectationshmse o
any analysts that cover us or investors with reisfiecevenue or other operating results for a paldir period. If we fail to meet or exceed suchestptions fc
these or any other reasons, the market price o€tags A common stock could fall substantially, arelcould face costly lawsuits, including secusititass actic

suits.

17



Table of Contents
Index to Financial Statements

We rely on a limited number of suppliers, contragctanufacturers, and logistics providers, and each atfir products is manufactured by a single contr
manufacturer.

We rely on a limited number of suppliers, contnaanufacturers, and logistics providers. In particulve use contract manufacturers located in Asie
each of our products is manufactured by a singigraot manufacturer. Flextronics is our primary tcact manufacturer and is currently the sole mastufar o
the majority of our devices. Our reliance on saatcact manufacturers for each of our productseiases our risks since we do not currently haveafieynative ¢
replacement manufacturers. In the event of anrigpéion from a contract manufacturer, we may notab& to develop alternate or secondary sourcesoul
incurring material additional costs and substandelays. Furthermore, these risks could materialtg adversely affect our business if one of ourtrem
manufacturers is impacted by a natural disastethwer interruption at a particular location becagiseh of our contract manufacturers produces adyats from
single location. In addition, some of our suppli@entract manufacturers, and logistics provideay imave more established relationships with ourpeitors an
potential competitors, and as a result of suchticglahips, such suppliers, contract manufactur@nsl, logistics providers may choose to limit or terate thei
relationship with us.

If we experience significantly increased demandf are need to replace an existing supplier, caritraanufacturer, or logistics provider, we may bakle
to supplement or replace such supply, contract fiaatwring, or logistics capacity on terms thataceeptable to us, which may undermine our abititgeliver ou
products to customers in a timely manner. For exanipr certain of our products, it may take a #igant amount of time to identify a contract maacturer the
has the capability and resources to build the pbthuour specifications in sufficient volume. Idiéying suitable suppliers, contract manufacturensd logistic
providers is an extensive process that requirds become satisfied with their quality control,liaical capabilities, responsiveness and servinanfiial stability
regulatory compliance, and labor and other ethicattices. Accordingly, a loss of any key suppl@mtract manufacturer, or logistics provider coattversel
impact our revenue and operating results.

We have limited control over our suppliers, conttamanufacturers, and logistics providers, which gabts us to significant risks, including the poteat
inability to obtain or produce quality products cetimely basis or in sufficient quantity.

We have limited control over our suppliers, contraanufacturers, and logistics providers, includaspects of their specific manufacturing processe
their labor, environmental, or other practices,shtsubjects us to significant risks, including tbkowing:

. inability to satisfy demand for our products;

. reduced control over delivery timing and produdiafelity;

. reduced ability to oversee the manufacturing preeesl components used in our products;

. reduced ability to monitor compliance with our puostimanufacturing specifications;

. reduced ability to develop comprehensive manufagjuspecifications that take into account matershisrtages, materials substitutions, and vari
in the manufacturing capabilities of our tt-party contract manufacturel

. price increases;

. the failure of a key supplier, contract manufaatuoe logistics provider to perform its obligatiotesus for technical, market, or other reasons;

. difficulties in establishing additional contract mdacturing relationships if we experience diffibess with our existing contract manufacturers;

. shortages of materials or components;

. misappropriation of our intellectual property;
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. exposure to natural catastrophes, political untestprism, labor disputes, and economic instabiésulting in the disruption of trade from fore
countries in which our products are manufactu

. changes in local economic conditions in countriéeng our suppliers, contract manufacturers, ostags providers are located,;

. the imposition of new laws and regulations, inchgdthose relating to labor conditions, quality aadety standards, imports, duties, taxes, and
charges on imports, as well as trade restrictiosrastrictions on currency exchange or the trardféunds; anc

. insufficient warranties and indemnities on compdsesuipplied to our contract manufacturers.

If there are defects in the manufacture of our potsl by our contract manufacturers, we may faceatieg publicity, government investigations, .
litigation and we may not be fully compensated by contract manufacturers for any financial or otfebility that we suffer as a result.

Because many of the key components in our produzigne from limited or sole sources of supply, we atesceptible to supply shortages, long lead timer
components, and supply changes, any of which cadiktupt our supply chain.

Many of the key components used to manufacturepoettiucts come from limited or sole sources of syupPlur contract manufacturers generally purc
these components on our behalf, subject to cedpproved supplier lists, and we do not have ang-term arrangements with our suppliers. We are thes
subject to the risk of shortages and long leadgiinghe supply of these components and the riaskdhr suppliers discontinue or modify componersisduin ou
products. In addition, the lead times associatdt wértain components are lengthy and precludel refpnges in quantities and delivery scheduleshéve in th
past experienced and may in the future experiemogponent shortages, and the predictability of thailability of these components may be limited. W
component shortages have historically been imnatettiey could be material in the future. In theervof a component shortage or supply interrupfrom
suppliers of these components, we may not be abikevtelop alternate sources in a timely mannere@@ng alternate sources of supply for these carapt
may be timesonsuming, difficult, and costly and we may notdide to source these components on terms thataeptble to us, or at all, which may underr
our ability to meet our requirements or to fill carders in a timely manner. Any interruption oralein the supply of any of these parts or compasemt th
inability to obtain these parts or components fiaternate sources at acceptable prices and withéasonable amount of time, would harm our abibityneet ou
scheduled product deliveries to our customers aedsu This could harm our relationships with ouaratel partners and users and could cause delayggmen
of our products and adversely affect our operatesylts. In addition, increased component cost&do@sult in lower gross margins. If we are unabléuy thes
components in quantities sufficient to meet ouuneEgnents on a timely basis, we will not be abléétiver products and services to our customersuaBds.

The market for connected health and fitness devigestill in the early stages of growth and if ibés not continue to grow, grows more slowly than expect, o
fails to grow as large as we expect, our businesd aperating results would be harme

The market for connected health and fithess devgeslatively new and unproven, and it is uncertahether connected health and fitness device:
sustain high levels of demand and wide market aacep. Our success will depend to a substanti@néxin the willingness of people to widely adopst
products and services. In part, adoption of oudpets and services will depend on the increasiegalence of connected health and fitness deviceshss ne\
entrants to the connected health and fitness dena&et to raise the profile of both the marketaghole and our own platform. Our connected heamtith fithes
devices have largely been used to measure and actiskties such as walking, running, and sleepidgwever, they have not been as widely adoptedfioe
sports, exercise, and activities such as cyclikiing, and swimming for which other niche produate more often used. Furthermore, some individoelg be
reluctant or unwilling to use
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connected health and fithess devices because theydoncerns regarding the risks associated with gtévacy and security. If the wider public doed perceiv:
the benefits of our connected health and fitnesfcde or chooses not to adopt them as a resubrderns regarding privacy or data security or fhieoreason
then the market for these products and servicesmoajurther develop, it may develop more slowlgrihwe expect, or it may not achieve the growth muicaewe
expect it to, any of which would adversely affeat operating results. The development and growttisfrelatively new market may also prove to kshartterm
trend.

An economic downturn or economic uncertainty maywasely affect consumer discretionary spending atfemand for our products and service

Our products and services may be considered disoeay items for consumers. Factors affecting #wel of consumer spending for such discretionams
include general economic conditions, and othermfactsuch as consumer confidence in future econoorditions, fears of recession, the availabilityl @ost o
consumer credit, levels of unemployment, and téestaAs global economic conditions continue to blatie or economic uncertainty remains, trendsdansume
discretionary spending also remain unpredictabté aarbject to reductions. Unfavorable economic damaé may lead consumers to delay or reduce puesha
our products and services and consumer demandufoproducts and services may not grow as we exgaat.sensitivity to economic cycles and any rel
fluctuation in consumer demand for our products serdices may have an adverse effect on our opgregsults and financial condition.

Our current and future products and services maypexience quality problems from time to time thatrceesult in adverse publicity, product recalls,itjation,
regulatory proceedings, and warranty claims resoljiin significant direct or indirect costs, decread revenue and operating margin, and harm to ouabd.

We sell complex products and services that coufdaso design and manufacturing defects in theiremals, hardware, and firmware. These defects «
include defective materials or components, or “Buabgat can unexpectedly interfere with the produgisended operations or cause injuries to usersiofigh wi
extensively and rigorously test new and enhancedyats and services before their release, therdearo assurance we will be able to detect, prewerfix all
defects.

Failure to detect, prevent, or fix defects coulsutein a variety of consequences including greatenber of returns of products than expected freeraian
retailers, regulatory proceedings, product recaltgl litigation, which could harm our revenue apeérating results. We generally provide ad right of retur
for purchases through Fitbit.com and a 12-monthravey on all of our products, except in the EuropEaion, where we provide a twaar warranty on all of o
products. The occurrence of real or perceived tuptoblems or material defects in our current &rtdre products could expose us to warranty clamexcess ¢
our current reserves. As of December 31, 2014 reserves for warranty claims were $20.1 million366 of our revenue for 2014. Moreover, we offerited
stock rotation rights and price protection to oistributors. If we experience greater returns froetailers or users in excess of our reserves, aginbss ar
operating results could be harmed. In addition, m@gative publicity or lawsuits filed against utated to the perceived quality and safety of owdprcts coul
also affect our brand and decrease demand forrodupts and services, and adversely affect ouratipgrresults and financial condition.

Furthermore, our products are used to track anpladisvarious information about userattivities, such as daily steps taken, caloriesédy distanc
traveled, floors climbed, active minutes, sleepation and quality, and heart rate and GfSed information such as speed, distance, andisgaoutes. In tt
past, there have been reports and claims madesaganalleging that our products do not provideusmte measurements and data to users, includimgs
asserting that certain features of our productsiatooperate as advertised. Such reports and claims resulted in negative publicity, and, in sorases, ha\
required us to expend time and resources to déifigation. If our products fail to provide accueaneasurements and data to users, or if thereepoets or claim
of inaccurate measurements or claims regardingottegall health benefits of our products and sewvicethe future, we may become the subject of mee
publicity, litigation, including class action litigion, regulatory proceedings, and warranty clasns| our brand, operating results, and busineds d@uharmed.
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We recalled the Fitbit Force in March 2014. The ra has exposed us to CPSC regulatory proceedingsl @xtensive litigation in various jurisdiction
including multi-jurisdiction complex federal and state class actiand personal injury claims, which required signifant management attention and disrupt
our business operations, and adversely affected fimancial condition, operating results, and our bnd.

In March 2014, we recalled one of our products,Rhbit Force, after some of our users experieraéatgic reactions to adhesives in the wristbarttesi
reactions included skin irritation, rashes, andtbling. The recall had a negative impact on oerating results, primarily in our fourth quarter2ef13 and the fir
quarter of 2014. See the section titled “Managefaddiscussion and Analysis of Financial ConditiardeResults of Operations—Fitbit Force Product Rédal
additional information regarding the financial incpaf the recall on our historical operating resule have provided and are continuing to providieréfunds tc
consumers who return the Fitbit Force. Users msy akchange their Fitbit Force for a Fitbit Chardfieeturns of the Fitbit Force or other costs tethto the rece
are higher than anticipated, we will be requirethttbease our reserves related to the recall wiimhld negatively impact our operating results ie tature.

The recall is being conducted in conjunction witle {CPSC, which has been monitoring recall effeottgs and compliance. In addition to the finai
impacts discussed elsewhere in this prospectisréball requires us to provide a significant anmt@frinformation to the CPSC and to continue tovite report
on an ongoing basis, which takes significant time enternal and external resources. Because thé Fidrce was primarily sold in the United States, have nc
had inquiries from any similar foreign regulatogeacies.

A large number of lawsuits, including mujtirisdiction complex federal and state class actind personal injury claims, were filed againstalating to th
Fitbit Force. We have also had several consumeng lmersonal injury lawsuits relating to our FitBikex, Fitbit Charge HR, and Fitbit Surge produdkes:
litigation matters have required significant attentof our management and resources and disruptedrtinary course of our business operations. &\iké hav
settled all of the class action lawsuits, a nunddgrersonal injury claims remain outstanding. Whiie do not believe that these gaing legal proceedings relati
to the Fitbit Force, Fitbit Flex, Fitbit Charge H&, Fitbit Surge are material, due to the inhererdertainties of litigation, we cannot accuratelgdict the ultimat
outcome of any such proceedings and these actioather thirdparty claims against us will result in the diversiof management time and attention from c
aspects of our business and may cause us to inbstasitial litigation or settlement costs.

In addition, the CPSC conducted an investigatida the Fitbit Flex and, although it did not findsabstantial product hazard in the Fitbit Flex, ¢hean b
no assurances that product hazards or other deféttsot be found in the future with respect teetRitbit Flex or our other products. The Fitbit E®mproduc
recall, regulatory proceedings, and litigation haael and may continue to have, and any future lszaabulatory proceedings, and litigation coulddan advers
impact on our financial condition, operating resulind brand. Furthermore, because of the gloliatenaf our product sales, in the event we expegeatefect
with respect to products sold outside the Uniteate3t we could become subject to recalls, regylatarceedings, and litigation by foreign governna¢iaigencie
and private litigants, which could significantlychease the costs of managing any product issueg.oAgoing and future regulatory proceedings ogdition
regardless of their merits, could further diverimagement’s attention from our operations and résubstantial legal fees and other costs.

There have been recent reports that some user$efRitbit Charge, Fitbit Charge HR, and Fitbit Surg have experienced skin irritations, which couldstdt in
additional negative publicity or otherwise harm ourusiness. In addition, a small number of users lavecently filed personal injury lawsuits againsts
relating to the Fitbit Charge HR and Fitbit Surgerpducts, which could divert managemestattention from our operations and result in substial legal fee
and other costs.

Due to the nature of some of our wearable deviemsie users have had in the past and may in theefaiperience skin irritations or other biocompiitit
issues not uncommon with jewelry or other wearabtelucts that stay in contact with skin for extesthgeriods of time. Recently, there have been nepsrts of
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some users of Fitbit Charge, Fitbit Charge HR, Bitbit Surge experiencing skin irritations. Thisga¢ive publicity could harm sales of our produats! alsc
adversely affect our relationships with retaildrattsell our products, including causing them taddactant to continue to sell our products. Iniidd, a smal
number of users have recently filed personal injawsuits against us relating to the Fitbit Charfe and Fitbit Surge products. While we do not badi¢hat thes
lawsuits are material, due to the inherent unaetites of litigation we cannot accurately predic thitimate outcome of any proceedings arising fearch claims
and these actions or other third-party claims agais may result in the diversion of our managetsetithe and attention from other aspects of ourrmss an
may cause us to incur substantial litigation otleetent costs. If large numbers of users experi¢inese problems, we could be subject to inquirreegulatonr
proceedings from the CPSC or other U.S. or foreggulatory agencies and face additional personahyiror class action litigation, any of which coutdve i
material adverse impact on our business, finarcadition, and operating results.

Any material disruption or breach of our informatio technology systems, such as the -hour outage weexperienced during the peak holiday seasor
December 2014, or those of thiparty partners could materially damage user and mess partner relationships, and subject us to sfgant reputational.
financial, legal, and operational consequence

We depend on our information technology systemsyels as those of third parties, to develop newdpieis and services, operate our website, hos
manage our services, store data, process transsctespond to user inquiries, and manage invertodyour supply chain. Any material disruption lowslown o
our systems or those of third parties whom we depgion, including a disruption or slowdown causgabr failure to successfully manage significardr@ase
in user volume or successfully upgrade our or teggtems, system failures, viruses, security bresicbr other causes, could cause information, diedydati
related to orders, to be lost or delayed which @etgspecially if the disruption or slowdown occurdkding the holiday seasorresult in delays in the delivery
products to stores and users or lost sales, whaaldaeduce demand for our merchandise, harm aamcband reputation, and cause our revenue to dedim
example, during the peak holiday season in Decer@baéd, we suffered an approximately fiweur outage of our information systems due to Heglrels o
platform usage, which rendered us unable to proeeslssupport new users signing onto our platforminduthat time. If changes in technology cause
information systems, or those of third parties wheendepend upon, to become obsolete, or if ouheir tnformation systems are inadequate to hanateymwth
we could lose users and our business and operauits could be adversely affected.

We collect, store, process, and use personal infation and other customer data, which subjects usgimvernmental regulation and other legal obligatie
related to privacy, information security, and dapaotection, and our actual or perceived failure tmmply with such obligations could harm our busires

We collect, store, process, and use personal irgftom and other user data, and we rely on thirdiggathat are not directly under our control tostoa:
well. Our users’ health and fithesslated data and other highly personal informatiwaey include, among other information, names, addssphone numbe
email addresses, payment account information, heighight, and biometric information such as heates, sleeping patterns, GB&sed location, and activ
patterns. Due to the volume and sensitivity offieesonal information and data we manage and theeaf our products, the security features of datferm anc
information systems are critical. If our securitgasures, some of which are managed by third pagiesbreached or fail, unauthorized persons magthibe tc
obtain access to sensitive user data. If we ottdta-party service providers, business partnershiod-party apps with which our users choose to sharie Hitbit
data were to experience a breach of systems conigingnour userssensitive data, our brand and reputation coulddversely affected, use of our products
services could decrease, and we could be exposedsk of loss, litigation, and regulatory procegrs. Depending on the nature of the informatiompmmisec
in the event of a data breach or other unauthoram@ss to our user data, we may also have oldigatd notify users about the incident and we mesdntc
provide some form of remedy, such as a subscrigtiancredit monitoring service, for the individsiaffected by the incident. A growing number ofiségive ani
regulatory bodies have adopted consumer notifinatémuirements in the event of unauthorized actess acquisition of certain types of personal d&act
breach notification laws
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continue to evolve and may be inconsistent from jonisdiction to another. Complying with these gialiions could cause us to incur substantial castiscaulc
increase negative publicity surrounding any inctdbat compromises user data. Our users may atsdeattally disclose or lose control of their passigo creatin
the perception that our systems are not securastghirdparty access. Additionally, if third parties we Wwavith, such as vendors or developers, violateiagble
laws, agreements, or our policies, such violatioay also put our usergiformation at risk and could in turn have an adeeeffect on our business. While
maintain insurance coverage that, subject to paéoyns and conditions and a significant se#fured retention, is designed to address cerpras of cyber risk
such insurance coverage may be insufficient to icalldosses or all types of claims that may aisthe continually evolving area of cyber risk.

Our success depends on our ability to maintain darand. If events occur that damage our brand, ourdiness and financial results may be harmed.

Our success depends on our ability to maintairvéthee of the “Fitbit” brand. The “Fitbithame is integral to our business as well as tantiptementation ¢
our strategies for expanding our business. Maiimtgirpromoting, and positioning our brand will dagdargely on the success of our marketing and haardising
efforts, our ability to provide consistent, highatjty products and services, and our ability tocassfully secure, maintain, and defend our rightsse the “Fitbit”
and other trademarks important to our brand. Oandicould be harmed if we fail to achieve theseaibjes or if our public image or brand were tatdmmished b
negative publicity. For example, there has beeanemedia coverage of some of the users of ourystedeporting skin irritation, as well as receetsonal injur
lawsuits filed against us relating to the FitbitaBde HR and Fitbit Surge products. We also belidgna¢ our reputation and brand may be harmed if ailetd
maintain a consistently high level of customer m&rvMaintaining, protecting, and enhancing oumbranay require us to make substantial investmemis,thes
investments may not be successful. If we fail tocegsfully maintain, promote, and position our drand protect our reputation or if we incur sigrafit expenst
in this effort, our business, financial conditiamdeoperating results may be adversely affected.

The failure to effectively manage the introductiasf new or enhanced products may adversely affeat operating results.

We must successfully manage introductions of neentranced products. Introductions of new or entpeeducts could adversely impact the sales ¢
existing products to retailers and consumers. Rstance, retailers often purchase less of ouriegigiroducts in advance of new product launchestelder
consumers may decide to purchase new or enhanceliqis instead of existing products. This couldlléa excess inventory and discounting of our exg
products. In addition, we have historically incuttdgher levels of sales and marketing expensesngganying each product introduction. Accordingtyyé fail tc
effectively manage introductions of new or enhanmextiucts, our operating results would be harmed.

We depend on retailers and distributors to sell amdirket our products, and our failure to maintainna further develop our sales channels could harmr.
business.

We primarily sell our products through retailersl atistributors and depend on these tlgedties to sell and market our products to consamfamy change
to our current mix of retailers and distributorailcbadversely affect our gross margin and couldatiegly affect both our brand image and our repotatOur sale
depend, in part, on retailers adequately displaying products, including providing attractive spacel point of purchase, or POP, displays in thiires, an
training their sales personnel to sell our produétsur retailers and distributors are not sucfidsa selling our products, our revenue would dese and we cot
experience lower gross margin due to product retorrprice protection claims. Our retailers alsewfffer products and services of our competitotheir stores
In addition, our success in expanding and enteiritg new markets internationally will depend on @lility to establish relationships with new retasd ani
distributors. We also sell and will need to conéirto expand our sales through online retailersh siscAmazon.com. If we do not maintain our relatfap witt
existing retailers and distributors or develop tietzships with new retailers and distributors obiligy to sell our products and services could beeaasely affecte
and our business may be harmed.
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In 2014 and for the three months ended March 31526ur five largest retailers and distributorscasted for approximately 49% and 54% of our reve
respectively. Of these retailers and distribut@vgnit Distribution, Best Buy, and Amazon.com acctaehfor approximately 13%, 12%, and 11% of our nexefo
2014, respectively, and approximately 19%, 10%, Ht#b of our revenue for the three months ended Maig 2015, respectively. Accordingly, the lossamal
number of our large retailers and distributorstherreduction in business with one or more of thetalers and distributors, could have a significadverse impa
on our operating results. While we have agreemeitts these large retailers and distributors, thegeements do not require them to purchase anyingfal
amount of our products.

Consolidation of retailers or concentration of ratanarket share among a few retailers may increaaed concentrate our credit risk and impair our afiif to
sell products.

The wearable, fitness, and electronics retail ntarkesome countries are dominated by a few laetglers with many stores. These retailers hatbemas
increased their market share and may continue tsodim the future by expanding through acquisitiansl construction of additional stores. These 8dne
concentrate our credit risk with a relatively smalimber of retailers, and, if any of these retailwere to experience a shortage of liquidity, itldoincrease tt
risk that their outstanding payables to us mayhb®opaid. In addition, increasing market share cotmagon among one or a few retailers in a paréicabuntry o
region increases the risk that if any one of therstantially reduces their purchases of our comuebealth and fithess devices, we may be unabfendos
sufficient number of other retail outlets for oup@ucts to sustain the same level of sales. Anyataoh in sales by our retailers would adversefgafour revenu
operating results, and financial condition.

The insolvency, credit problems, or other financidifficulties confronting our retailers and distribtors could expose us to financial risk.

Some of our retailers and distributors have expegd financial difficulties in the past. The insefey, credit problems, or other financial difficet
confronting our retailers and distributors coulghese us to financial risk. Financial difficultieEaur retailers and distributors could impede tlegfectiveness ar
also expose us to risks if they are unable to payhie products they purchase from us. The diffieslof retailers and distributors may also leagrioe cuts of ot
products and adverse effects on our brand and tipgnesults. Any reduction in sales by our curnatailers or distributors, loss of large resellerslistributors
or decrease in revenue from our retailers or dhistars could adversely affect our revenue, opegatsults, and financial condition.

We have recently begun to spend significant amouatsadvertising and other marketing campaigns toga@e new users, which may not be successful orteos
effective.

We have recently begun to spend significant amoontadvertising and other marketing campaigns, sisctelevision, cinema, print advertising, and al
media, as well as increased promotional activitiesacquire new users and we expect our marketipgreses to increase in the future as we continspéo
significant amounts to acquire new users and isereavareness of our products and services. In @0d4or the three months ended March 31, 2015, risivey
expenses were $71.9 million and $21.1 million, eesipely, representing approximately 10% and 6%uwfrevenue, respectively. While we seek to stmectaul
advertising campaigns in the manner that we belisveost likely to encourage people to use our petsl and services, we may fail to identify adverg
opportunities that satisfy our anticipated retum advertising spend as we scale our investmentsdrketing, accurately predict user acquisition,fudty
understand or estimate the conditions and behavi@s drive user behavior. If for any reason anyoaf advertising campaigns prove less successéu
anticipated in attracting new users, we may natlile to recover our advertising spend, and ourahteser acquisition may fail to meet market exp#ons, eithe
of which could have an adverse effect on our bissin€here can be no assurance that our adversisth@ther marketing efforts will result in incredsales of ot
products and services.
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If we continue to grow at a rapid pace, we may rme able to effectively manage our growth and thernmased complexity of our business, which cc
negatively impact our brand and financial performas.

We were founded in 2007 and have expanded our tpesarapidly since our inception. Our employeedueaint and the scope and complexity of
business have increased significantly, with the Ipeinof employees increasing from 222 as of Decer@bef013 to 579 as of March 31, 2015, and we &
headcount growth to continue for the foreseealtleréu If our operations continue to grow at a rgpade, we may experience difficulties in obtainéognponent
for our products in quantities sufficient to meetrket demand, as well as delays in production &iheents, as our products are subject to riskscassal with
third-party sourcing and manufacturing. We could be meguto continue to expand our sales and markefirmjuct development, and distribution function:
upgrade our management information systems and ptioeesses and technology, and to obtain moreesfmoour expanding workforce. This expansion ¢
increase the strain on our resources, and we @xgdrience serious operating difficulties, incllidifficulties in hiring, training, and managing arcreasin
number of employees. If we do not adapt to meetetlevolving challenges, and if the current andreutnembers of our management team do not effegtacalle
with our growth, we may experience erosion to aanl, the quality of our products and services sufer, and our corporate culture may be harmed.

Because we have only a limited history operatinglbasiness at its current scale, it is difficulietaluate our current business and future prospectsiding
our ability to plan for and model future growth. IQimited operating experience at this scale, carabiwith the rapidly evolving nature of the marketvhich we
sell our products and services, substantial unicgyteoncerning how these markets may develop, @hdr economic factors beyond our control, redumna
ability to accurately forecast quarterly or annealenue. As such, any predictions about our futewvenue and expenses may not be as accurate asdhéybe i
we had a longer operating history or operated ioae developed and predictable market. Failure anage our future growth effectively could have dwaesst
effect on our business, which, in turn, could hameadverse impact on our operating results anddiahcondition.

We may not be able to sustain our revenue growtterar profitability in the future.

Our recent revenue growth should not be considerdidative of our future performance. As we grow business, we expect our revenue growth raf
slow in future periods due to a number of reasertich may include slowing demand for our produatsl gervices, increasing competition, a decreadfe
growth of our overall market, our failure, for argason, to continue to capitalize on growth opputies, or the maturation of our business.

While we achieved profitability in 2014, we havet monsistently achieved profitability on a quangedr annual basis. We expect expenses to inc
substantially in the near term, particularly asmake significant investments in our research aneldpment and sales and marketing organizationsrex ou
operations and infrastructure both domestically iternationally, develop new products and servie@sl enhance our existing products and servioesddlition
in connection with operating as a public compang, will incur additional significant legal, accoumgi, and other expenses that we did not incur asvate
company. If our revenue does not increase to offeete increases in our operating expenses, wenotdye profitable in future periods.

Our active user metric tracks the number of usereawhave an active subscription to our services, wigred a tracker or scale to an account, or wh@ged a
least 100 steps or took a weight measurement withiree months of the measurement date. Accordinglyr active user metric only represents the potahsize
and growth of our engaged user community, and ydwosld not rely on this metric as an indicator of ntinual user engagement on our platform.

We do not currently or regularly track, calculaed use in order to manage our business, metgesdizg churn or retention rates of our individusérs ¢
the number of individual users that become inaativeng any given period. Accordingly, this metdoes not provide information regarding the indidtluser
that have
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become inactive on our platform or how frequentigyt engage with our platform during any particutaree month period. This metric also does not iaka
account the extent to which inactive users aresotfy new active users or how long a user remditigea Given the recent rapid growth of the numbfeusers o
our platform, it may be difficult to discern whethie growth in active users is the result of m@taj existing users or adding new users onto oatfqrim. Thit
metric only represents the potential size or growfttour community and is not necessarily an indicatf the actual size and growth of our user comitgt
Therefore, you should not rely on our active usetrio as an indicator of the level of retentionrafividual users or of continual user engagemenit tine potentit
size and growth of our user community as an indicédr other revenue opportunities, such as suponi-based premium services and our corporate we
offerings. See the section titled, “Management'sddssion and Analysis of Financial Condition andu®s of Operations—Key Business Metrics—Active td5e
for additional information.

To date, we have derived substantially all of o@venue from sales of our connected health and fgaalevices, and sales of our subscriptioesed premiur
services have historically accounted for less thk¥ of our revenue.

To date, substantially all of our revenue has baenived from sales of our connected health anaéd$gndevices, and we expect to continue to derie
substantial majority of our revenue from saleshefse devices for the foreseeable future. In ea@0d2, 2013, 2014, and the three months ended MadrcB0O1-
and 2015, we derived less than 1% of our revenom ales of our subscriptidrased premium services. However, in the future weeet to increase sales
subscriptions to these services. Our inabilityuocessfully sell and market our premium servicaddcdeprive us of a potentially significant sounferevenue i
the future. In addition, sales of our premium segsi may lead to additional sales of our connectsdtth and fithess devices and user engagementowi
platform. As a result, our future growth and finmhperformance may depend, in part, on our abibtgell more subscriptions to our premium services

Our business is subject to a variety of U.S. andeign laws and regulations that are continuouslyaving, including those related to privacy, datacseity, anc
data protection due to our collection, processiragd use of personal information and other user datuch as the U.SE.U. Safe Harbor Framework, whic
covers the transfer of personal data from the Eusgm Union to the United States.

We are or may become subject to a variety of lavgsragulations in the United States and abroaditivatve matters central to our business, includawgs
and regulations regarding privacy, data protectideta security, data retention, consumer protectamtvertising, electronic commerce, intellectuabparty
manufacturing, anti-bribery and amrruption, and economic or other trade prohibgi@n sanctions. These laws and regulations aréncamisly evolving an
developing. The scope and interpretation of thesléat are or may be applicable to us are ofteemtmio and may be conflicting, particularly withspect ti
foreign laws.

In particular, there are numerous U.S. federatestand local laws and regulations and foreign lawd regulations regarding privacy and the colter
sharing, use, processing, disclosure, and protectigpersonal information and other user datasttepe of which is changing, subject to differintempretation:
and may be inconsistent among different jurisditgiowWe strive to comply with all applicable lawslipies, legal obligations, and industry codes ofhduc
relating to privacy, data security, and data prixdac However, given that the scope, interpretatand application of these laws and regulationsoéten uncertai
and may be conflicting, it is possible that thebBgations may be interpreted and applied in a reatimat is inconsistent from one jurisdiction t@trer and me
conflict with other rules or our practices. Anylfae or perceived failure to comply with our priyaar security policies or privackelated legal obligations by us
third-party service-providers or the failure or gaved failure by thirdparty apps, with which our users choose to shase fitbit data, to comply with the
privacy policies or privacyelated legal obligations as they relate to thbiféitata shared with them, or any compromise ofisscthat results in the unauthoriz
release or transfer of personally identifiable fnfation or other user data, may result in governaieenforcement actions, litigation, or negativedlizity, anc
could have an adverse effect on our brand and tipgnasults.
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We have certified that we comply with the UESU. Safe Harbor Framework as developed by the Department of Commerce, which provides a me
for U.S. companies operating within the Europeaiobo transfer personal data from citizens of E\émber countries outside the European Union imy tva
is consistent with the E.U. Data Protection Direetilf we fail to comply with such framework, weuwtd face legal liability, including fines, negatipeblicity, anc
resulting loss of business. In addition, it is polesthat the Safe Harbor Framework will be modifier eliminated in the future. If this occurs, wélweed tc
implement alternative methods to comply with E.&ktrictions on the cross-border transfer of persiofi@mation.

Governments are continuing to focus on privacy @z security and it is possible that new privaccgata security laws will be passed or existingdawill
be amended in a way that is material to our busin&sy significant change to applicable laws, ragjohs, or industry practices regarding our usdesa coul:
require us to modify our services and featuressipbsin a material manner, and may limit our apito develop new products, services, and featlesexample
changes in applicable laws and regulations mayltresthe user data we collect being deemed pretebiealth information, or PHI, under the Healthuhasice
Portability and Accountability Act of 1996, and thiealth Information Technology for Economic andn@al Health Act. If that were to occur, we would
subject to additional regulation and oversight, ahwhich could significantly increase our opergtosts.

The labeling, distribution, importation, marketirand sale of our products are subject to extensigalation by various U.S. state and federal ameido
agencies, including the CPSC, Federal Trade Cononis§ood and Drug Administration, or FDA, Fede@dmmunications Commission, and state attor
general, as well as by various other federal, sfatevincial, local, and international regulatomytizorities in the countries in which our productsl &ervices a
distributed or sold. If we fail to comply with arof these regulations, we could become subject foreement actions or the imposition of significandnetan
fines, other penalties, or claims, which could haum operating results or our ability to conduct business.

The global nature of our business operations aisate various domestic and foreign regulatory ehnagies and subject us to laws and regulations sttt
U.S. Foreign Corrupt Practices Act, or FCPA, th&.WBribery Act, and similar anti-bribery and amtrruption laws in other jurisdictions, and our guots are als
subject to U.S. export controls, including the UC®partment of Commerce’Export Administration Regulations and various regoic and trade sanctic
regulations established by the Treasury Departraédffice of Foreign Assets Controls. If we becomadle under these laws or regulations, we may beetbtc
implement new measures to reduce our exposurastdidbility. This may require us to expend subgtdmesources or to discontinue certain productseovices
which would negatively affect our business, finahciondition, and operating results. In additidve increased attention focused upon liability issa® a result «
lawsuits, regulatory proceedings, and legislativ@ppsals could harm our brand or otherwise impaetgrowth of our business. Any costs incurred assalt o
compliance or other liabilities under these lawsagulations could harm our business and operagisgits.

Our operating margins may decline as a result otieasing product costs.

Our business is subject to significant pressurer@ing and costs caused by many factors, includitense competition, the cost of components usexli
products, labor costs, constrained sourcing capaicifiationary pressure, pressure from users thuce the prices we charge for our products andcgsryvan
changes in consumer demand. Costs for the raw i@lateised in the manufacture of our products afectfd by, among other things, energy prices, amies
demand, fluctuations in commodity prices and cuwyerand other factors that are generally unpredietand beyond our control. Increases in the cbsaw
materials used to manufacture our products orénctist of labor and other costs of doing busineshe United States and internationally could haveadvers
effect on, among other things, the cost of our pot&l gross margins, operating results, finan@abdion, and cash flows.
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Our failure or inability to protect our intellectubproperty rights, or claims by others that we ardringing upon or unlawfully using their intellectial property
could diminish the value of our brand and weaken ooompetitive position, and adversely affect ourdiness, financial condition, operating results, a
prospects

We currently rely on a combination of patent, coghyt, trademark, trade secret, and unfair competitaws, as well as confidentiality agreements
procedures and licensing arrangements, to estadfidhprotect our intellectual property rights. Wavé devoted substantial resources to the develdpaiesul
proprietary technologies and related processestder to protect our proprietary technologies aratesses, we rely in part on trade secret lawscanfidentiality
agreements with our employees, licensees, indepérmmtractors, commercial partners, and othersadsi These agreements may not effectively pr
disclosure of confidential information and may pobvide an adequate remedy in the event of unazttebdisclosure of confidential information. We nahbe
certain that the steps taken by us to protect mttléctual property rights will be adequate toverg infringement of such rights by others, inchglimitation o
our products and misappropriation of our brand. ifoldally, the process of obtaining patent or tradek protection is expensive and timeasuming, and we m
not be able to prosecute all necessary or desiptént applications or apply for all necessargesirable trademark applications at a reasonatsteacan a timel
manner. We have obtained and applied for U.S. arglgn trademark registrations for the “Fitbitfand and a variety of our product names, and aaititinue t
evaluate the registration of additional trademar&sappropriate. However, we cannot guarantee thabhour pending trademark or patent applicatiasls be
approved by the applicable governmental authoritreover, intellectual property protection maywwmvailable or limited in some foreign countriglsere law
or law enforcement practices may not protect otellectual property rights as fully as in the UditStates, and it may be more difficult for us tacassfull
challenge the use of our intellectual property tgby other parties in these countries. Costly time-consuming litigation could be necessary to enfaoe
determine the scope of our proprietary rights, amdfailure or inability to obtain or maintain treadecret protection or otherwise protect our pegary rights coul
adversely affect our business.

We are and may in the future be subject to paténhgement and trademark claims and lawsuits iows jurisdictions, and we cannot be certain tha
products or activities do not violate the patetrejemarks, or other intellectual property rightshard-party claimants. Companies in the technology inguastc
other patent, copyright, and trademark holders isgeto profit from royalties in connection with grta of licenses own large numbers of patents, dgiptg
trademarks, domain names, and trade secrets agdefrdy commence litigation based on allegationsnéingement, misappropriation, or other violatson!
intellectual property or other rights. As we faoereasing competition and gain an increasingly lpigifile, the intellectual property rights claimgainst us hax
grown and will likely continue to grow. For exampten May 27, 2015, Aliphcom, Inc. d/b/a JawboneJawbone, filed a lawsuit against us and certaiow
employees who were formerly employed by Jawbon¢hé Superior Court of the State of California ire tBounty of San Francisco alleging trade s
misappropriation, breach of contract, breach ofithplied covenant of good faith and fair dealingdaunfair and unlawful business practices. The damj
alleges, among other things, that prior to leawiagvbone at various times in 2015, the employeesnibaded Jawbone company documents and mat
including allegedly confidential and trade secm&imation, and that these employees are using suUomation in the development of our products.e
complaint also alleges that we recruited those eygas with the intent of using Jawbosgroprietary information. The complaint seeks @o#fed damage
including punitive damages, and injunctive relief.

In addition, on June 10, 2015, Jawbone and Body&ddc., a whollypwned subsidiary of Jawbone, or BodyMedia, filddwasuit against us in the Unit
States District Court for the Northern District 6&lifornia. Jawbone and BodyMedia allege that we iafringing three U.S. patents held by Jawbon
BodyMedia: U.S. Patent No. 8,446,275 title@eneral Health and Wellness Management Method gphvatus For A Wellness Application Using Data Fra
Data-Capable Band,” U.S. Patent No. 8,073,707dtit®ystem For Detecting, Monitoring, And ReportiAg Individual’'s Physiological Or Contextual Statuanc
U.S. Patent No. 8,398,546 title®ystem For Monitoring And Managing Body Weight A@ther Physiological Conditions Including Iteratié@d Personalize
Planning, Intervention And Reporting Capabilitydwbone and BodyMedia allege that these patents aen infringed by a substantial majority of thedoict:
that we have sold historically, as well as
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several of our current products. With respect toheaf the patents, the complaint seeks unspeci@dpensatory damages and attorndgse’s from us and
permanently enjoin us from making, manufacturinging, selling, importing, or offering our produdisr sale. The complaint also notes that Jawbone
BodyMedia intend to file a complaint requesting theernational Trade Commission, or ITC, to comneean investigation against us that we are unlay
importing and selling products into and within thaited States that allegedly infringe on their p&deIf the ITC were to determine that we infringey of the
Jawbone or BodyMedia patents, the ITC could isspesalusion order, which would prevent us from imjpg our products into the United States from cac
manufacturers outside of the United States.

We intend to vigorously defend these litigation et and, based on our preliminary review, we eliwe have valid defenses with respect to eachesh
matters. However, litigation is inherently uncemtand any judgment or injunctive relief enterediagt us or any adverse settlement could matemaityadverse
impact our business, financial condition, operatiegults, and prospects. In addition, litigatiom ¢avolve significant management time and attengonl b
expensive, regardless of outcome. During the coafgbese litigation matters, there may be annoome#s of the results of hearings and motions, ahe
interim developments related to the litigation reett If securities analysts or investors regar@dhennouncements as negative, the market pricarafanmol
stock may decline.

Further, from time to time, we have received and/ mantinue to receive letters from third partieleghg that we are infringing upon their intelleal
property rights. Our technologies and other intllal property may not be able to withstand sudatdtparty claims, and successful infringement claimairegt u:
could result in significant monetary liability, pent us from selling some of our products and sesjior require us to change our branding. In edditesolutio
of claims may require us to redesign our proddittsnse rights from third parties at a significarpense, or cease using those rights altogethehae also in tt
past and may in the future bring claims againstitparties for infringing our intellectual propentights. Costs of supporting such litigation andpdites may
considerable, and there can be no assurances firabrable outcome will be obtained. Patent infemgnt, trademark infringement, trade secret misgpfation
and other intellectual property claims and procegslibrought against us or brought by us, whethecemssful or not, could require significant attentiaf ou
management and resources and have in the pasbaltifarther result in substantial costs, harmuolirand, and have an adverse effect on our busines

We depend on thirgearty data center service providers. Any disruptionthe operation of the data center facilities dailure to renew the services cot
adversely affect our business.

Our services are hosted using data centers opdwptddrd parties. We control neither the operatdithe data centers nor our thipdsty data center serv
providers. We have entered into agreements fotethee of our data centers with third-party dataereservice providers which expire at various timese third-
party data center service providers may have nigation to renew their agreements with us on concially reasonable terms, or at all. If we are ugabl rene\
these agreements on commercially reasonable terensjay be required to transfer our servers or watew data center facilities or engage new senviogiders
and we may incur significant costs and a possittkeriuption in our platform in connection with dgiso.

Problems with our thirgbarty data center service providers, the teleconications network providers with whom they contramt,with the systems |
which telecommunications providers allocate cagaaihong their users could adversely affect the e&pee of our users. Our thighrty data center servi
providers could decide to close their facilitiesosase providing us services without adequate @olit addition, any financial difficulties, such bankruptcy
faced by our thirdparty data center service providers or parties tteeytract with may have negative effects on ouiinass, the nature and extent of which
difficult to predict. Additionally, any failure abur data centers to meet our needs for capacitiddmave an adverse effect on our business. Anygdgmim third-
party service levels at our data centers or anyrerdefects, disruptions, or other performancédleras with our platform could harm our brand and/rdamag
the data of our users. We have in the past hadyesitat our data centers, and future interruptionsut platform might reduce our revenue, causeoussi
refunds, subject us to potential liability, or haoowr ability to retain users and attract new users.
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Our business is affected by seasonality.

Our business is affected by the general seascgrallgrcommon to the consumer electronics industryyedl as those common to the fitness industry.
fourth quarter has typically been our strongestrigman terms of revenue, reflecting our historistlength in sales during the holiday season. kamgle, wi
generated approximately 43%, 40%, and 50% of duy&ar revenue during the fourth quarters of 2Q@®1 3, and 2014, respectively. Accordingly, anyrgat in
expected fourth quarter revenue would adverselcafiur annual operating results. Furthermoreyapid growth in recent years may obscure the extenthict
seasonality trends have affected our business aydcontinue to affect our business. Accordinglyanyeor quarterly comparisons of our operating lssmay nao
be useful and our results in any particular pevidtinot necessarily be indicative of the resutishe expected for any future period. Seasonalityinbusiness ci
also be impacted by introductions of new or enhdneducts and services, including the costs aagativith such introductions.

Our future success depends on the continuing efodf our key employees, including our founders, JesnPark and Eric N. Friedman, and on our ability
attract and retain highly skilled personnel and sen management.

Our future success depends, in part, on our alitgontinue to attract and retain highly skillegkrgonnel. In particular, we are highly dependenthe
contributions of our cdeunders, James Park and Eric N. Friedman, asagedther members of our management team. The 1@ss/key personnel could mak
more difficult to manage our operations and redeard development activities, reduce our emploggention and revenue, and impair our ability to pete
Although we have generally entered into employmeffer letters with our key personnel, these agregméave no specific duration and provide fomvt-
employment, which means they may terminate thejsleyment relationship with us at any time.

Competition for highly skilled personnel is ofterténse, especially in the San Francisco Bay Areerevtve are located, and we may incur significasts
to attract them. We may not be successful in attrgcintegrating, or retaining qualified persont@fulfill our current or future needs. We havearh time to time
experienced, and we expect to continue to expegiedificulty in hiring and retaining highly skikeemployees with appropriate qualifications. Initidd, job
candidates and existing employees often considerdfue of the equity awards they receive in cotioeavith their employment. If the perceived valoieour
equity or equity awards declines, it may adversdfect our ability to retain highly skilled emplog® If we fail to attract new personnel or failregain an
motivate our current personnel, our business anadigrowth prospects could be severely harmed.

Our international operations subject us to additiahcosts and risks, and our continued expansionantationally may not be successful.

We have entered into many international marke® iglatively short time and may enter into addiiomarkets in the future. Outside of the Unitedt&t
we currently have operations in Australia and a beinof countries in Asia and Europe. There areisoggmt costs and risks inherent in conducting bess il
international markets, including:

. establishing and maintaining effective controlfoagign locations and the associated increased;cost

. adapting our technologies, products, and service®n-U.S. consumers’ preferences and customs;

. variations in margins by region;

. increased competition from local providers of sanjproducts;

. longer sales or collection cycles in some countries

. compliance with foreign laws and regulations;

. compliance with the laws of numerous taxing juitidins where we conduct business, potential dottation of our international earnings, .

potentially adverse tax consequences due to UdSfaaign tax laws as they relate to our intern@lmperations
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. compliance with anti-bribery laws, such as the FGPA the U.K. Bribery Act, by us, our employeeg] anr business partners;

. complexity and other risks associated with curgamd future foreign legal requirements, includingalerequirements related to consumer protec
consumer product safety, and data privacy framesyaich as the E.U. Data Protection Directive apdptoposed E.U. Data Protection Regulat

. currency exchange rate fluctuations and relategteffon our operating results;

. economic and political instability in some courgtiparticularly those in China where we have rdgentpanded;

. the uncertainty of protection for intellectual pesty rights in some countries and practical diffims of enforcing rights abroad; and

. other costs of doing business internationally.

These factors and other factors could harm ournatenal operations and, consequently, materiafigact our business, operating results, and firad
condition. Further, we may incur significant opergtexpenses as a result of our international esipanand it may not be successful. We have limiggerienc
with regulatory environments and market practiggernationally, and we may not be able to penetoatsuccessfully operate in new markets. We mag
encounter difficulty expanding into new internatimarkets because of limited brand recognitiooeirtain parts of the world, leading to delayed ptaxece of ot
products and services by users in these new iriterrad markets. If we are unable to continue toadinternationally and manage the complexity aof globa
operations successfully, our financial condition aperating results could be adversely affected.

Changes in legislation in U.S. and foreign taxatiaof international business activities or the adopti of other tax reform policies, as well as the dipption of
such laws, could materially impact our financial ggion and operating results.

Recent or future changes to U.S., Irish, and ofbegign tax laws could impact the tax treatmentoaf foreign earnings. We generally conduct
international operations through wholtyvned subsidiaries, branches, or representativeesfiand report our taxable income in various lictions worldwid:
based upon our business operations in those jatieds. Further, we are in the process of impleingran international structure that aligns with &§oancial an
operational objectives as evaluated based on ¢emiational markets, expansion plans, and opetioseds for headcount and physical infrastructutside th
United States. In connection with the implementatid the international structure, we reorganizea structure of our existing direct and indirectsdlaries an
restructured the intercompany relationships witd amongst the subsidiaries within the company gr@ueh intercompany relationships are subject toptex
transfer pricing regulations administered by taxanghorities in various jurisdictions. Due to chasgn the U.S., Irish, and other foreign taxatifswch activities
we will likely have to modify our international siture in the future, which will incur costs, mayctiease our worldwide effective tax rate, and mawesesel
affect our financial position and operating results

In addition, significant judgment is required inafwating our tax positions and determining our Biown for income taxes. During the ordinary couo$
business, there are many transactions and calwsafor which the ultimate tax determination is entain. For example, our effective tax rates cdddadversel
affected by earnings being lower than anticipatedduntries where we have lower statutory rateshaghker than anticipated in countries where we Haigbae
statutory rates, by changes in foreign currencyharge rates, or by changes in the relevant taxpuating, and other laws, regulations, principlesd
interpretations. As we operate in numerous taximgsglictions, the application of tax laws can bbjsat to diverging and sometimes conflicting intetations b
tax authorities of these jurisdictions. It is noicommon for taxing authorities in different couegito have conflicting views with respect to, amotiger things
the manner in which the arm’s-length standard fdiag for transfer pricing purposes, or with redgeche valuation of intellectual property.
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If U.S., Irish, or other foreign tax laws furthdnange, if our current or future structures andrageanents are challenged by a taxing authorityf wei are
unable to appropriately adapt the manner in whieloperate our business, we may have to undertateefuicostly modifications to our internationalustiure an
our tax liabilities and operating results may beeadely affected.

If we are unable to protect our domain names, ouahd, business, and operating results could be adety affected

We have registered domain names for websites, drsUtRhat we use in our business, such as Fitbitdémve are unable to maintain our rights in tf
domain names, our competitors or other third psutieuld capitalize on our brand recognition by gdinese domain names for their own benefit. In taid
although we own the “Fitbit” domain name under vas global top level domains such as .com and asetyell as under various coungpecific domains, w
might not be able to, or may choose not to, acquirmaintain other country-specific versions of thébit” domain name or other potentially similar URLs.
regulation of domain names in the United Statesedsewhere is generally conducted by Internet sgay bodies and is subject to change. If we lbseability tc
use a domain name in a particular country, we neafolred to either incur significant additional erpes to market our solutions within that courtrgluding the
development of a new brand and the creation of pemnotional materials, or elect not to sell ounusions in that country. Either result could substdly harr
our business and operating results. Regulatoryelsodould establish additional tégrel domains, appoint additional domain name tegis, or modify th
requirements for holding domain names. As a readtmay not be able to acquire or maintain the domames that utilize the name “Fitbit! all of the countrie
in which we currently conduct or intend to condbgsiness. Further, the relationship between reigusigoverning domain names and laws protectirgetrark
and similar proprietary rights varies among jurisidins and is unclear in some jurisdictions. Doma@mes similar to ours have already been registiereile
United States and elsewhere, and we may be unalpeevent third parties from acquiring and usingndm names that infringe, are similar to, or othise
decrease the value of, our brand or our trademdtatecting and enforcing our rights in our domaames and determining the rights of others mayire
litigation, which could result in substantial coadsrert management attention, and not be decideadrébly to us.

Our use of “open source” software could negativelffect our ability to sell our products and subjegs to possible litigation.

A portion of the technologies we use incorporategeh source’software, and we may incorporate open source sodtivathe future. Such open sot
software is generally licensed by its authors dreotthird parties under open source licenses. Theseses may subject us to certain unfavorableitions
including requirements that we offer our productd aervices that incorporate the open source sodtfea no cost, that we make publicly availablersewcode fc
modifications or derivative works we create baspdny incorporating, or using the open source safiyar that we license such modifications or deieaworks
under the terms of the particular open source sieeddditionally, if a thirgparty software provider has incorporated open sosaftware into software that -
license from such provider, we could be requirediszlose or provide at no cost any of our soumgecthat incorporates or is a modification of slicnser
software. If an author or other third party thattdbutes open source software that we use ordeevere to allege that we had not complied withcthrditions o
the applicable license, we could be required tarirsignificant legal expenses defending againsh slegations and could be subject to significaarneges ar
enjoined from the sale of our products and servibas contained the open source software. Any efftliegoing could disrupt the distribution and safleul
products and services and harm our business.

We may engage in merger and acquisition activitiedyich could require significant management atteati, disrupt our business, dilute stockholder valund
adversely affect our operating results.

As part of our business strategy, we may make imests in other companies, products, or technotodiée may not be able to find suitable acquis
candidates and we may not be able to complete sitiqns on
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favorable terms, if at all. If we do complete asitions, we may not ultimately strengthen our cotitipe position or achieve our goals, and any asitjoins we
complete could be viewed negatively by users oestors. In addition, if we fail to successfullydgtate such acquisitions, or the technologies &ssalcwith suc
acquisitions, into our company, the revenue andaijmg results of the combined company could besesbly affected. For example, we recently acquifieSta
and we may fail to successfully integrate FitStéo iour company.

Acquisitions, including our acquisition of FitStanay disrupt our ongoing operations, divert manag@nfrom their primary responsibilities, subjectta
additional liabilities, increase our expenses, addersely impact our business, financial conditioperating results, and cash flows. We may not essfally
evaluate or utilize the acquired technology andieately forecast the financial impact of an acdigisitransaction, including accounting charges. W&y have t
pay cash, incur debt, or issue equity securitiggatofor any such acquisition, each of which cafféct our financial condition or the value of aapital stock ar
could result in dilution to our stockholders. If wecur more debt it would result in increased fixauligations and could also subject us to covenantsthe
restrictions that would impede our ability to maeamr operations. Additionally, we may receive @atdions of interest from other parties interestedgquiring
some or all of our business. The time requiredvaluate such indications of interest could requignificant attention from management, disrupt oneinary
functioning of our business, and adversely affectaperating results.

The Aria Wi+i connected scale is subject to FDA regulation, casales of this product or future regulated prodsatould be adversely affected if we fail
comply with the applicable requirements.

The Aria scale is regulated as a medical devicehby=DA and corresponding state regulatory agenaies we may have future products that are regi
as medical devices. The medical device industryhi United States is regulated by governmental caitihs, principally the FDA and corresponding €
regulatory agencies. Before we can market or seéva regulated product or make a significant modtfon to an existing medical device in the Uni&tdtes, w
must obtain regulatory clearance or approval fromEDA, unless an exemption from pre-market re\ég@plies. We received a prearket clearance for the A
scale in June 2014. The process of obtaining rémylalearances or approvals to market a medicacdecan be costly and time consuming, and we nuaybe
able to obtain these clearances or approvals omedytbasis, or at all, for future products. Anylajein, or failure to receive or maintain, cleararar approval fc
any medical device products under development cprddent us from generating revenue from theseymsd Medical devices, including Aria, are alsojeabtc
numerous ongoing compliance requirements underetii@ations of the FDA and corresponding state letgty agencies, which can be costly and time conisg.
For example, under FDA regulations medical devianufacturers are required to, among other thinggstablish a quality system to help ensure thatr
products consistently meet applicable requiremants specifications, (ii) establish and maintaincedures for receiving, reviewing, and evaluatingiptaints
(iii) establish and maintain a corrective and preixe action procedure, (iv) report certain devielted adverse events and product problems t6E#g and (v
report to the FDA the removal or correction of stdibuted product. If we experience any producbfems requiring reporting to the FDA or if we otheése fail tc
comply with applicable FDA regulations or the regjidns of corresponding state regulatory agenuies;ould jeopardize our ability to sell our produand coul
be subject to enforcement actions such as fines penalties, injunctions, recalls of productslays in the introduction of products into the markend refusal
the FDA or other regulators to grant future cleaesnor approvals, which could harm our reputatiusjness, operating results, and financial comlitio

Our financial performance is subject to risks assated with changes in the value of the U.S. dolkarsus local currencies.

Our primary exposure to movements in foreign curyeexchange rates relates to rdrs. dollar denominated sales and operating exgewseldwide
Weakening of foreign currencies relative to the .8llar adversely affects the U.S. dollar valueoaf foreign currencylenominated sales and earnings,
generally leads us to raise international pricpgentially reducing demand for our products. Imeaircumstances, for
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competitive or other reasons, we may decide naie local prices to fully offset the dollarstrengthening, or at all, which would adverséfga the U.S. dolle
value of our foreign currency denominated salesemndings. Conversely, a strengthening of foreigmencies relative to the U.S. dollar, while geligiaeneficia
to our foreign currencgenominated sales and earnings, could cause usdt@e international pricing and incur losses on foueign currency derivatiy
instruments, thereby limiting the benefit. Additadly, strengthening of foreign currencies may afsgease our cost of product components denomiriatétbst
currencies, thus adversely affecting gross margins.

We use derivative instruments, such as foreigneoiyr forward and option contracts, to hedge cegaposures to fluctuations in foreign currency exuit
rates. The use of such hedging activities may ffeebany, or more than a portion, of the adveisericial effects of unfavorable movements in foneéxchang
rates over the limited time the hedges are in place

The forecasts of market growth included in this mectus may prove to be inaccurate, and even if ierkets in which we compete achieve the foreca
growth, we cannot assure you our business will gratwsimilar rates, if at all.

Growth forecasts are subject to significant undetyaand are based on assumptions and estimatesnthanot prove to be accurate. The forecastsis
prospectus relating to the expected growth in theket for health and fitness tracking devices, &kl devices, and the health and fitness induséty pnove to b
inaccurate. Even if these markets experience tfezfsted growth described in this prospectus, wenmmagrow our business at similar rates, or at@ilr growtt
is subject to many factors, including our succesisnplementing our business strategy, which isettifio many risks and uncertainties. Accordinghg, forecas
of market growth included in this prospectus shawdtibe taken as indicative of our future growth.

Our revolving credit facilities provide our lendenmsith first-priority liens against substantially all of our asss, including our intellectual property, and corite
financial covenants and other restrictions on ouctions, which could limit our operational flexibity and otherwise adversely affect our financial atition.

In August 2014, we amended and restated our egiséxolving credit facility and entered into a neswolving credit and guarantee agreement to
additional indebtedness. Our credit agreementscestr ability to, among other things:

. use our accounts receivable, inventory, trademarkd,most of our other assets as security in dtbeowings or transactions;
. incur additional indebtedness;

. sell certain assets;

. guarantee certain obligations of third parties;

D declare dividends or make certain distributions} an

. undergo a merger or consolidation or other traizast

Our credit agreements also prohibit us from exaegdi consolidated fixed charge coverage ratio egdire us to maintain a minimum liquidity reser@eaur
ability to comply with these and other covenantdépendent upon a number of factors, some of wdnietbeyond our control.

Our failure to comply with the covenants or paymegfuirements or the occurrence of other eventsifsge in our credit agreements could result ireaen
of default under the credit agreements, which wagile our lenders the right to terminate their cdatnments to provide additional loans under the ¢
agreements and to declare all borrowings outstgndagether with accrued and unpaid interest aed, f® be immediately due and payable. In additiahav
granted our lenders first-priority liens againstodilour assets, including
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our intellectual property, as collateral. Failunpecomply with the covenants or other restrictiamshie credit facilities could result in a defauftthe debt under o
credit agreements was to be accelerated, we malyavet sufficient cash on hand or be able to séficgent collateral to repay it, which would have anmediat
adverse effect on our business and operating sesthis could potentially cause us to cease omerstand result in a complete loss of your investniremul
Class A common stock.

We may need to raise additional capital requiredgiw our business, and we may not be able to raigpital on terms acceptable to us or at all.

Growing and operating our business will requirengigant cash outlays and capital expenditures@mmitments. If cash on hand and cash from opeg
activities are not sufficient to meet our cash egfuents, we will need to seek additional capjaltentially through debt or equity financing, toxfuour growtt
We may not be able to raise needed cash on terceptable to us or at all. Financing may be on tetras are dilutive or potentially dilutive to outoskholders
and the prices at which new investors would beinglto purchase our securities may be lower thancthrrent price per share of our Class A commookstthe
holders of new securities may also have rightsepeaces, or privileges which are senior to thdsexésting holders of common stock. If new souroéfinancing
are required, but are insufficient or unavailakle,will be required to modify our growth and opé@rgtplans based on available funding, if any, whickuld harn
our ability to grow our business.

If we fail to maintain an effective system of disagure controls and internal control over financiakporting, our ability to produce timely and accueafinancial
statements or comply with applicable regulationsutbe impaired.

As a public company, we will be subject to the mipg requirements of the Exchange Act, the Sarbahdey Act of 2002, or the Sarban@giey Act, an
the rules and regulations of the applicable lisstandards of the New York Stock Exchange. We exihed the requirements of these rules and reguistivill
continue to increase our legal, accounting, andnfiml compliance costs, make some activities ndiffeeult, time-consuming, and costly, and place signifit
strain on our personnel, systems, and resources.

The Sarbane®xley Act requires, among other things, that wentzn effective disclosure controls and proceduxed internal control over financ
reporting. We are continuing to develop and refine disclosure controls and other procedures tteatlasigned to ensure that information requireetalisclose
by us in the reports that we will file with the Sieities and Exchange Commission, or SEC, is rechrgeocessed, summarized, and reported withinithe
periods specified in SEC rules and forms and thfatrination required to be disclosed in reports uride Exchange Act is accumulated and communiciatex
principal executive and financial officers. We also continuing to improve our internal control o¥imancial reporting. In order to maintain and iope the
effectiveness of our disclosure controls and pracesi and internal control over financial reportimgs have expended, and anticipate that we will inaet tc
expend, significant resources, including accountelgted costs and significant management oversight

Our current controls and any new controls that eeetbp may become inadequate because of changesditions in our business. Further, weakness
our disclosure controls and internal control ovearfcial reporting may be discovered in the futiey failure to develop or maintain effective cansr or an
difficulties encountered in their implementationimprovement could harm our operating results aiseaus to fail to meet our reporting obligationd amy resu
in a restatement of our financial statements foorpgperiods. Any failure to implement and maintaiffiective internal control over financial reportiaéso couli
adversely affect the results of periodic managenexaiuations and annual independent registeredigualgcounting firm attestation reports regarding
effectiveness of our internal control over finaheporting that we will eventually be requireditelude in our periodic reports that will be filedth the SEC
Ineffective disclosure controls and proceduresiatetnal control over financial reporting could@lsause investors to lose confidence in our redditencial an
other information, which would likely have a negatieffect on the trading price of our Class A comnstock. In addition, if we are unable to continaenee
these requirements, we may not be able
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to remain listed on the New York Stock Exchange. &k not currently required to comply with the SEs that implement Section 404 of the SarbaDelsy
Act and are therefore not required to make a forasakessment of the effectiveness of our internairabover financial reporting for that purpose. agublic
company, we will be required to provide an annuahagement report on the effectiveness of our iatezantrol over financial reporting commencing wétr
second annual report on Form 10-K.

Our independent registered public accounting fisnmot required to formally attest to the effectiees of our internal control over financial repagtimtil
after we are no longer an “emerging growth compaas/tefined in the JOBS Act. At such time, our irelefent registered public accounting firm may isa
report that is adverse in the event it is not §atiswith the level at which our internal controles financial reporting is documented, designedymerating. An
failure to maintain effective disclosure controfglanternal control over financial reporting colidve a material and adverse effect on our busiedperatin
results and could cause a decline in the pricaiofadass A common stock.

Our management team has limited experience managangublic company.

Most members of our management team have limitgetrience managing a publictseded company, interacting with public companyestors, an
complying with the increasingly complex laws pentag to public companies. Our management team roaurccessfully or efficiently manage our transitia
being a public company subject to significant regdy oversight and reporting obligations under theeral securities laws and the continuous scyudif
securities analysts and investors. These new dldigaand constituents will require significanteation from our senior management and could ditkestr
attention away from the day-to-day management obosiness, which could adversely affect our bussinéinancial condition, and operating results.

Our business is subject to the risk of earthquakéeg, power outages, floods, and other catastraplkivents, and to interruption by manmade problerasts as
terrorism.

Our business is vulnerable to damage or interragtiom earthquakes, fires, floods, power lossdsctanmunications failures, terrorist attacks, adtear.
human errors, break-ins, and similar events. Tird-fharty systems and operations and contract manuéstwe rely on, such as the data centers we laae
subject to similar risks. For example, a significaatural disaster, such as an earthquake, firéipod, could have an adverse effect on our businegeratin
results, and financial condition, and our insurac@eerage may be insufficient to compensate utoises that may occur. Our corporate offices ardadrour dat
center facilities are located in California, a sttat frequently experiences earthquakes. In iaddithe facilities at which our contract manufaets manufactu
our products are located in parts of Asia thatderdly endure typhoons and earthquakes. Acts adriem, which may be targeted at metropolitan ateashav
higher population density than rural areas, col8d aause disruptions in our or our suppliers’,tcaet manufacturers’, and logistics providebsisinesses or t
economy as a whole. Our servers may also be viiteeta computer viruses, break-ins, deniakefvice attacks, and similar disruptions from uhartizec
tampering with our computer systems, which couétll® interruptions, delays, and loss of criticatiad We may not have sufficient protection or recg\plans il
some circumstances, such as natural disastergiaffézalifornia or other locations where we havéadzenters or store significant inventory of ousdarcts. As w
rely heavily on our data center facilities, compwted communications systems, and the Internedriduct our business and provide higlmality customer servic
these disruptions could negatively impact our gbitth run our business and either directly or iadily disrupt suppliershusinesses, which could have an ad\
effect on our business, operating results, andhirz condition.

If our estimates or judgments relating to our cril accounting policies prove to be incorrect, ooperating results could be adversely affect

The preparation of financial statements in conftyrmith U.S. GAAP requires management to make et and assumptions that affect the amu
reported in the consolidated financial statements a
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accompanying notes. We base our estimates on ib&texperience and on various other assumpticatsvie believe to be reasonable under the circurossara
provided in “Management’s Discussion and Analydisimancial Condition and Results of OperationBtie results of these estimates form the basis fimg
judgments about the carrying values of assetsilitiab, and equity, and the amount of revenue arpenses that are not readily apparent from otherces
Significant assumptions and estimates used in prepaur consolidated financial statements incltidese related to revenue recognition, inventogeduc
warranty reserves, the Fitbit Force recall, accognfor income taxes, fair value of redeemable estible preferred stock warrant liability, and dtdmase:
compensation expense. Our operating results madbersely affected if our assumptions change actifial circumstances differ from those in our agsions
which could cause our operating results to falblethe expectations of securities analysts andsiiove, resulting in a decline in the price of olass A commo
stock.

We are an “emerging growth companydnd we cannot be certain if the reduced disclosueguirements applicable to emerging growth compaigill make
our Class A common stock less attractive to investo

We are an “emerging growth companyg$ defined in the JOBS Act, and we intend to tatteaatage of certain exemptions from various repg
requirements that are applicable to other publimganies that are not “emerging growth companiesluding not being required to comply with the #aor
attestation requirements of Section 404 of the &sbOxley Act, reduced disclosure obligations regardéxgcutive compensation in our periodic reports
proxy statements, and exemptions from the requinésnaf holding a nonbinding advisory vote on exa@itompensation and stockholder approval of arigiey
parachute payments not previously approved. We tala advantage of these exemptions for so longeaares an “emerging growth companwhich could be ¢
long as five years following the completion of thi§ering but we expect to not be an “emerging gtoeompany”sooner. We cannot predict if investors will f
our Class A common stock less attractive becauswilveely on these exemptions. If some investansi four Class A common stock less attractive asalt, ther
may be a less active trading market for our Clase#mon stock and the price of our Class A comntocksmay be more volatile.

Regulations related to conflict minerals may cause to incur additional expenses and could limit tisepply and increase the costs of certain metaledig the
manufacturing of our products.

As a public company, we will be subject to requiesits under the DodBrank Wall Street Reform and Consumer ProtectionoA010, which will requir
us to conduct due diligence on and disclose wheathent our products contain conflict minerals. Timplementation of these requirements could adWeedféect
the sourcing, availability, and pricing of the nré&és used in the manufacture of components usemliinproducts. In addition, we will incur additidrapsts t«
comply with the disclosure requirements, includoasts related to conducting diligence proceduredet@rmine the sources of minerals that may be os
necessary to the production of our products anapfificable, potential changes to products, precess sources of supply as a consequence of siechiligenc
activities. It is also possible that we may fageutational harm if we determine that certain of ptoducts contain minerals not determined to bdlicorree or if
we are unable to alter our products, processesyunces of supply to avoid such materials.

Risks Related to this Offering and Ownership of OurClass A Common Stock

There has been no prior public market for our Classcommon stock, the stock price of our Class A enan stock may be volatile or may decline regardlef
our operating performance, and you may not be atdeesell your shares at or above the initial pubbffering price.

There has been no public market for our Class Arnomstock prior to this offering. The initial publoffering price for our Class A common stock viié
determined through negotiations among the undesrgritus, and the selling stockholders and may framy the market price of our Class A common s
following this offering. The market prices of thecsirities of newly public companies such as us lésterically been highly
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volatile. The market price of our Class A commoacktmay fluctuate significantly in response to nuowns factors, many of which are beyond our cor
including:

. overall performance of the equity markets;

. actual or anticipated fluctuations in our revennd ather operating results;

. changes in the financial projections we may provathe public or our failure to meet these pro@dw;

. failure of securities analysts to initiate or maintcoverage of us, changes in financial estimiayesny securities analysts who follow our compan
our failure to meet these estimates or the exgentbf investors

. recruitment or departure of key personnel;

. the economy as a whole and market conditions irir@ustry;

. negative publicity related to problems in our mautfiring or the real or perceived quality of oundarcts, as well as the failure to timely launch
products that gain market acceptar

. rumors and market speculation involving us or otftwnpanies in our industry;

. announcements by us or our competitors of sigmificeechnical innovations, acquisitions, strateg@rtiperships, joint ventures, or cag
commitments

. new laws or regulations or new interpretations»i$teng laws or regulations applicable to our besist

D lawsuits threatened or filed against us;

. other events or factors, including those resulfingh war, incidents of terrorism, or responseshist events;

. the expiration of contractual lock-up or markenstaff agreements; and

. sales of shares of our Class A common stock by esiostockholders.

In addition, the stock markets have experiencetemmé price and volume fluctuations that have aéigé@nd continue to affect the market prices of ty
securities of many companies. Stock prices of mamypanies have fluctuated in a manner unrelatedisproportionate to the operating performance ofd
companies. In the past, stockholders have institstcurities class action litigation following pmis of market volatility. If we were to become ihxexd in
securities litigation, it could subject us to salogial costs, divert resources and the attentianariagement from our business, and adversely aftediusiness.

Sales of substantial amounts of our Class A comnsiack in the public markets, or the perception thaey might occur, could cause the market priceafr
Class A common stock to decline.

Sales of a substantial number of shares of ours@®dasommon stock into the public market, particiylasales by our directors, executive officers,
principal stockholders, or the perception that ¢hesles might occur, could cause the market pfioeioClass A common stock to decline.

Substantially all of our securities outstandingopttio this offering, other than the shares offelbgdour selling stockholders, which will be freehadable
following this offering, are currently restrictetbin resale as a result of lock-up and market sthrdpeements. See the section titl&h&res Eligible for Futu
Sale”for additional information. These securities wildome available to be sold 181 days after the afat@s prospectus. Morgan Stanley & Co. LLC mayit§
discretion, permit our security holders to sellrglsgorior to the expiration of the restrictive pgons contained in the loakp agreements. Shares held by direc
executive officers, and other affiliates will allse subject to volume limitations under Rule 144arrttie Securities Act and various vesting agreesnent
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In addition, as of March 31, 2015, we had optiontst@anding that, if fully exercised, would resuitthe issuance of 47,337,190 shares of Class B am
stock. We also had 291,630 RSUs outstanding asastivid1l, 2015. All of the shares of Class B comrstmtk issuable upon the exercise of stock optio
settlement of RSUs, and the shares reserved farefissuance under our equity incentive plans, béllregistered for public resale under the Seesrifict
Accordingly, these shares will be able to be fresdid in the public market upon issuance subjeeixisting lockup or market standoff agreements and applic
vesting requirements.

Immediately following this offering, the holders 70,475,781 shares of our Class B common stocké#orants to purchase shares of our Class B cor
stock) will have rights, subject to some conditiotts require us to file registration statementstfug public resale of the Class A common stockaibi upo
conversion of such shares or to include such shanegjistration statements that we may file foousther stockholders.

The dual class structure of our common stock wikhve the effect of concentrating voting control withose stockholders who held our capital stock prio the
completion of this offering, including our directa, executive officers, and significant stockholdextio will hold in the aggregate 51.9% of the votipgwer o
our capital stock following the completion of thisffering. This will limit or preclude your abilityto influence corporate matters, including the elém of
directors, amendments of our organizational docuntgnand any merger, consolidation, sale of all arbstantially all of our assets, or other major carfate
transaction requiring stockholder approval.

Our Class B common stock has ten votes per shadeguar Class A common stock, which is the stockaneeoffering in this offering, has one vote perrst
Following this offering, our directors, executivBficers, and holders of more than 5% of our comrstartk, and their respective affiliates, will hofdthe aggrega
51.9% of the voting power of our capital stock. 8ese of the ten-tone voting ratio between our Class B and Classnon stock, the holders of our Clas
common stock collectively will continue to contralmajority of the combined voting power of our coommstock and therefore be able to control all s
submitted to our stockholders for approval unté garlier of twelve years from the date of thisspertus or the date the holders of a majority of ©lass E
common stock choose to convert their shares. Tdrisentrated control will limit or preclude your Biyi to influence corporate matters for the foresgle future
including the election of directors, amendmentswf organizational documents, and any merger, dioladimn, sale of all or substantially all of oussets, or oth
major corporate transaction requiring stockholdgpraval. In addition, this may prevent or discowramsolicited acquisition proposals or offers far capita
stock that you may feel are in your best interestree of our stockholders.

Future transfers by holders of Class B common staitigenerally result in those shares convertioglass A common stock, subject to limited exceyst
such as certain transfers effected for estate pigrpurposes. The conversion of Class B commorkdtm€lass A common stock will have the effect, owme, o
increasing the relative voting power of those hrdd#ef Class B common stock who retain their sharéke long term. See the section titlddieScription of Capit:
Stock—Anti-Takeover Provisions” for additional imfoation.

If securities or industry analysts do not publiskesearch, or publish inaccurate or unfavorable resel, about our business, the price of our Class énemor
stock and trading volume could decline.

The trading market for our Class A common stocK déipend in part on the research and reports #wiriies or industry analysts publish about usur
business. Securities and industry analysts doumoectly, and may never, publish research on oorgamy. If few securities analysts commence covetdges, o
if industry analysts cease coverage of us, thergagdrice for our common stock would be negativaffected. If one or more of the analysts who cowe
downgrade our Class A common stock or publish ineate or unfavorable research about our businessc@mmon stock price would likely decline. If oae
more of these analysts cease coverage of us dofpilblish reports on us regularly, demand for Glass A common stock could decrease, which mighse oL
Class A common stock price and trading volume tide.

39



Table of Contents
Index to Financial Statements

Because the initial public offering price of our @ss A common stock will be substantially higher ththe pro forma net tangible book value per shareaur
outstanding common stock following this offeringew investors will experience immediate and subsiardilution.

The initial public offering price is substantialiygher than the pro forma net tangible book valeeghare of our common stock immediately followihig
offering based on the total value of our tangildseds less our total liabilities. Therefore, if ymurchase shares of our Class A common stock snottiering, base
on the midpoint of the price range set forth on d¢beer page of this prospectus, and the issuanshaks of Class A common stock in this offeringy wvill
experience immediate dilution of $12.64 per shtre difference between the price per share youfgagur Class A common stock and its pro formataagible
book value per share as of March 31, 2015. Sesdtimon titled “Dilution” for additional informatio

We will have broad discretion in the use of the nmebceeds to us from this offering and may not ukem effectively.

We will have broad discretion in the applicationtioé net proceeds to us from this offering, inahgdfor any of the purposes described in the sediitzd
“Use of Proceeds,and you will not have the opportunity as part ofiyinvestment decision to assess whether the meepds are being used appropria
Because of the number and variability of factor thill determine our use of the net proceeds ftbim offering, their ultimate use may vary substyt from
their currently intended use. The failure by oumagement to apply these funds effectively couldrhaor business. Pending their use, we may invesnh#é
proceeds from this offering in short-term, investitagrade interesbearing securities such as money market accouertifjcates of deposit, commercial paper,
guaranteed obligations of the U.S. government ithey not generate a high yield to our stockhold&hese investments may not yield a favorable retaroul
investors.

We do not intend to pay dividends for the foreselediture.

We have never declared or paid any cash dividendsuo common stock and do not intend to pay ani dagdends in the foreseeable future. We antie
that we will retain all of our future earnings fase in the development of our business and forrgénerporate purposes. Any determination to pajddnds in th
future will be at the discretion of our board ofeditors. Accordingly, investors must rely on salésheir common stock after price appreciation, aithinay neve
occur, as the only way to realize any future gaimsheir investments. In addition, our credit faigis contain restrictions on our ability to payidends.

Provisions in our charter documents and under Delase law could make an acquisition of our company reddifficult, limit attempts by our stockholders
replace or remove our current management, limit ostockholders'ability to obtain a favorable judicial forum for diputes with us or our directors, officers,
employees, and limit the market price of our commstock.

Provisions in our restated certificate of incorpimma and restated bylaws that will be in effect iedrately following the completion of this offerirgay
have the effect of delaying or preventing a chaoigeontrol or changes in our management. Our redteertificate of incorporation and restated bylamesude
provisions that:

. provide that our board of directors will be clagsifinto three classes of directors with staggéneeeyear terms at such time as the outstanding s
of our Class B common stock represent less thaasjarity of the combined voting power of our comnsiack;

. permit the board of directors to establish the nend$ directors and fill any vacancies and newlgated directorships;

. require super-majority voting to amend some praovisiin our restated certificate of incorporatiod agstated bylaws;

. authorize the issuance of “blank check” prefertedlsthat our board of directors could use to impeat a stockholder rights plan;

40



Table of Contents

Index to Financial Statements

. provide that only the chairman of our board of dioes, our chief executive officer, or a majoritiyour board of directors will be authorized to ca
special meeting of stockholde
. provide for a dual class common stock structurgviich holders of our Class B common stock haveahidity to control the outcome of matt

requiring stockholder approval, even if they owgngficantly less than a majority of the outstandstmares of our Class A and Class B common ¢
including the election of directors and significaotporate transactions, such as a merger or s#terof our company or its asse

. prohibit stockholder action by written consent, efhirequires all stockholder actions to be takem meeting of our stockholders;
. provide that the board of directors is expressthatized to make, alter, or repeal our bylaws; and
. establish advance notice requirements for nominatir election to our board of directors or fopposing matters that can be acted upo

stockholders at annual stockholder meetil

In addition, our restated certificate of incorparatwill provide that the Court of Chancery of tBéate of Delaware will be the exclusive forum famny
derivative action or proceeding brought on our tfelaay action asserting a breach of fiduciary dutyy action asserting a claim against us arisimgymant to th
Delaware General Corporation Law, our restatedfizate of incorporation, or our restated bylawsgaay action asserting a claim against us thavigmed by th
internal affairs doctrine. This choice of forum pigion may limit a stockholdes’ability to bring a claim in a judicial forum thiaffinds favorable for disputes w
us or any of our directors, officers, or other eoyples, which may discourage lawsuits with respeetth claims. Alternatively, if a court were todithe choic
of forum provision contained in our restated cegdife of incorporation to be inapplicable or uneoéable in an action, we may incur additional cesisociate
with resolving such action in other jurisdictiomghich could harm our business, operating resultd,fanancial condition.

Moreover, Section 203 of the Delaware General Qaten Law may discourage, delay, or prevent a ghan control of our company. Section 203 imp
certain restrictions on mergers, business comlningtiand other transactions between us and hoddierS% or more of our common stock. See the sediileu
“Description of Capital Stock” for additional infioration.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forwaabking statements within the meaning of the feblsegurities laws. All statements contained in firgspectus other th
statements of historical fact, including statemeatmrding our future operating results and finalhgosition, our business strategy and plans, am@ojectives fc
future operations, are forward-looking statemefite words “believe,” “may,” “will,” “estimate,” “catinue,” “anticipate,” “intend,” “expect,” “plan,and simila
expressions are intended to identify forward-logkstatements.

You should not rely upon forward-looking statemeass predictions of future events. We have basedfdheardiooking statements contained in 1
prospectus primarily on our current expectationd projections about future events and trends thatbelieve may affect our business, financial cool,
operating results, and prospects. The outcome efetrents described in these forwéodking statements is subject to risks, uncertamtiand other facto
including those discussed in the section titledskRFactors”and elsewhere in this prospectus. Moreover, weadpen a very competitive and rapidly chang
environment. New risks and uncertainties emerge fime to time and it is not possible for us todice all risks and uncertainties or the extent tdal any facto
or combination of factors, may cause actual resaltdiffer materially from those contained in amywardiooking statements we may make in this prospedtte
cannot assure you that the results, events, andnegtances reflected in the forwdaking statements will be achieved or occur, aoti@ results, events,
circumstances could differ materially and adverdedyn those described or anticipated in the forwlamking statements.

The forwardlooking statements made in this prospectus relalieto events as of the date on which the statesnam made. We undertake no obligatic
update any forwardboking statements made in this prospectus toaefleents or circumstances after the date of tlusgectus or to reflect new information or
occurrence of unanticipated events, except as nedjly law. We may not actually achieve the plamgntions, or expectations disclosed in our foddaoking
statements and you should not place undue relianagur forward-looking statements. Our forwdmdking statements do not reflect the potentialastpof an’
future acquisitions, mergers, dispositions, joi@htures, or investments we may make.
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INDUSTRY AND MARKET DATA

This prospectus contains statistical data, estispated forecasts that are based on independerdtigchublications or reports or other publicly dable
information, as well as other information basedoon internal sources. This information involvesuanber of assumptions and limitations, are subjcisks an
uncertainties, and are subject to change basedadous factors, including those discussed in theiae titled “Risk Factors’and elsewhere in this prospec
These and other factors could cause results terdifaterially from those expressed in the estimatede by the independent parties and by us.

The source of certain statistical data, estimated,forecasts contained in this prospectus aréotlesving independent industry publications or rego

. Gartner, Inc.Gartner Predicts 2015: Mobile and Wirelesslovember 2014.

. IBISWorld Inc.,IBISWorld Industry Report: Corporate Wellness Sagsiin the U.SDecember 2014.
. International Data Corporatio@onsumer Market Model 2010-20d8ta, January 2015.

. International Data Corporatiodyorldwide Wearables 2015-2019 Foreca8ipril 2015.

. The NPD Group, Inc., Retail Tracking Servid®gital Fitness Deviceslata, January 2013March 2015. We refer to connected activity trac
elsewhere in this prospectus, which has been defm@he NPD Group data as digital fithess wristdand multitocation devices that connect
other devices (e.g., mobile devices and computeasANT+, Bluetooth, WiFi, wireless combinations, wired connection onlgd ather wireles
connections). We also refer to GPS fitness watetemwhere in this prospectus, which has been dkfindhe NPD Group data as digital fitn
watches that are GPS enabled. GPS fitness watoh@®tincluded in the connected activity traclkeategory

. The NPD Group, IncStrong Holiday Season Ahead for Wearables as BtBevice Awareness DoubleNovember 5, 2014.
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USE OF PROCEEDS

We estimate that the net proceeds from the sakhafes of our Class A common stock that we aringeilh this offering will be approximately $31(
million, based on an assumed initial public offgriprice of $15.00 per share, which is the midpoirthe price range set forth on the cover pagéisfgrospectu
and after deducting estimated underwriting discewamtd commissions and estimated offering expermgabte by us. We will not receive any proceeds fthe
sale of shares of our Class A common stock by elimmg stockholders.

A $1.00 increase or decrease in the assumed ipitialic offering price of $15.00 per share wouldrease or decrease the net proceeds that we reéuain
this offering by approximately $21.0 million, assam that the number of shares of Class A commookstdfered by us, as set forth on the cover pagthig
prospectus, remains the same and after deductngstimated underwriting discounts and commissions.

The principal purposes of this offering are to @ase our capitalization and financial flexibiligreate a public market for our Class A common stack
enable access to the public equity markets fomascar stockholders. We intend to use the net paee¢hat we receive from this offering for workicapital an
other general corporate purposes, including rekeartd development and sales and marketing acsyitgeneral and administrative matters, and c:
expenditures. We may also use a portion of th@reteeds to invest in or acquire complementarynassies, products, services, technologies, or atisats.

We currently have no specific plans for the us¢hefnet proceeds that we receive from this offerfherordingly, we will have broad discretion in ng
these proceeds. Pending their use as describee alevplan to invest the net proceeds in shortstémtarest-bearing obligations, investmen&de instrument
certificates of deposit, or direct or guaranteefibeltions of the U.S. government.

DIVIDEND POLICY

We have never declared or paid any cash dividendsuo capital stock. We currently intend to retaity future earnings and do not expect to pay ask
dividends on our common stock for the foreseealtleré. Any determination to pay dividends in theufe will be at the discretion of our board of die's, subjet
to applicable laws, and will depend on our finahc@ndition, operating results, capital requirensegeneral business conditions, and other fadbaitsoiur board ¢
directors considers relevant. In addition, the teohour credit facilities contain restrictions ouar ability to declare and pay cash dividends oncaypital stock.

44



Table of Contents

Index to Financial Statements

CAPITALIZATION

The following table sets forth our cash and cashivedents and capitalization as of March 31, 2045 o

an actual basis;

a pro forma basis to give effect to (i) the redeatgn of our outstanding common stock as Classfngon stock in May 2015, (ii) the autom:
conversion of all shares of our convertible prefdrstock outstanding as of March 31, 2015 into 83B483 shares of our Class B common s
(iii) the automatic conversion of the convertibleeferred stock warrants to Class B common stockamés, and the resulting remeasurement
assumed reclassification of the redeemable comenreferred stock warrant liability to additionpidin capital, and (iv) the filing and effectiven
of our restated certificate of incorporation; ¢

a pro forma as adjusted basis to give effect tah@) adjustments described above as well as tieeasal issuance of the 22,387,500 shares ¢
Class A common stock offered by us in this offer@ged upon an assumed initial public offeringgo€ $15.00 per share, which is the midpoir
the price range set forth on the cover page of ghispectus, after deducting the estimated undengrdiscounts and commissions and estinm
offering expenses payable by us and (ii) the autent@nversion of 7,462,500 shares of our ClassoBiroon stock into an equivalent numbe
shares of our Class A common stock upon theirtsakbe selling stockholders in this offerir
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The pro forma as adjusted information below issiifative only, and our cash and cash equivaledtitianal paid-in capital, total stockholdeesjuity, an:
total capitalization following the completion ofighoffering will be adjusted based on the actudiah public offering price and other terms of téering
determined at the pricing of this offering. You slibread this table together with our consoliddiedncial statements and related notes, and thiossditlec
“Selected Consolidated Financial and Other Datal ‘danagement’s Discussion and Analysis of Finan€Ciandition and Results of Operationgach include
elsewhere in this prospectus.

As of March 31, 201¢

Pro Forma
Actual Pro Forma As Adjusted (1)
(in thousands, except share and per share dat
Cash and cash equivalel® $ 237,84¢ $237,84¢ $ 548,61
Total lon¢-term debi®@ $ 159,61: $159,61: $ 159,61:

Redeemable convertible preferred stock warrantitiak 26,13: — —
Redeemable convertible preferred stock, $0.000V@ae per share: 144,528,912 shares authorized,
139,851,483 shares issued and outstanding, aotuahares authorized, issued, and outstanding, pro
forma or pro forma as adjust 67,81 — —
Stockholder' equity:
Preferred stock, $0.0001 par value per share: aestauthorized, issued, and outstanding, actual;
10,000,000 shares authorized, no shares issuedustanding pro forma and pro forma as
adjustec — — —
Common stock, $0.0001 par value per share: 95000Ghares authorized, 42,411,636 shares is
and outstanding, actual; no shares authorizededssand outstanding pro forma and pro forma
adjustec 4 — —
Class A common stock, $0.0001 par value per simarshares authorized, issued, and outstanding,
actual; 600,000,000 shares authorized, no shasesdsand outstanding, pro forma; 600,000,000
shares authorized, 29,850,000 shares issued ast@ioding, pro forma as adjust — — 3
Class B common stock, $0.0001 par value per sharshares authorized, issued, and outstandin
actual; 350,000,000 shares authorized, 182,263f4&:s issued and outstanding, pro forma;

350,000,000 shares authorized, 174,907,670 stemesd and outstanding, pro forma as adjL — 18 17
Additional paic-in capital 26,58: 120,51« 431,27¢
Accumulated other comprehensive inca 81 81 81
Retained earning 115,23¢ 115,23¢ 115,23¢

Total stockholder equity 141,90¢ 235,85: 546,61t
Total capitalizatior $ 395,46: $395,46: $ 706,22°

(1) A $1.00 increase or decrease in the assumed ipiitaic offering price of $15.00 per share, whistttie midpoint of the price range set forth ondbeer page of this prospectus, would increase oredse ot
pro forma as adjusted cash and cash equivalerdgioad! paid-in capital, total stockholdersjuity, and total capitalization by approximateB1%¥ million, assuming that the number of sharésreél by us, ¢
set forth on the cover page of this prospectusanesithe same, and after deducting estimated umidegvdiscounts and commissions. If the underwsiteption to purchase additional shares to cower-o
allotments is exercised in full, we would have 24,500 shares of our Class A common stock and 34382 shares of our Class B common stock issueé@uatstanding, pro forma as adjust

(2) Subsequent to March 31, 2015, we repaid $160llion of our long-term debt from our cash arasle equivalents. As a result, the long-term dedttwould have been classified as ldegn debt, less curre
portion, that was repaid was classified as -term debt, current portion, on our consolidateéhed sheet as of March 31, 20
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The number of shares of our Class A and Class Brummstock to be outstanding after this offerin@pased upon no shares of our Class A common
and 182,263,119 shares of our Class B common stetstanding as of March 31, 2015 (prior to the mattic conversion of shares of our Class B commoak
into an equivalent number of shares of our Clag®imon stock upon their sale by the selling stoldérs in this offering) and does not include:

. 47,337,190 shares of our Class B common stock lisugon the exercise of options to purchase stadreasr Class B common stock outstandin
of March 31, 2015, with a weight-average exercise price of $2.19 per sh
. 3,016,108 shares of our Class B common stock i$sugion the exercise of options to purchase shafresir Class B common stock granted ¢

March 31, 2015, with a weightealrerage exercise price of $13.33 per share, bgsaa an assumed initial public offering price of $Xbper shar
which is the midpoint of the price range set fasththe cover page of this prospectus (which nunobehares and weightemi«erage exercise pri
includes an option to purchase 255,000 sharesviliabe granted on the date of this prospectus withexercise price equal to the initial pu
offering price);

D 291,630 shares of our Class B common stock issugdalae the vesting of RSUs outstanding as of Maf;2815;
. 212,153 shares of our Class B common stock issugdale the vesting of RSUs granted after March 8152

. 1,954,992 shares of our Class B common stock igsugion the exercise of warrants to purchase ctiblempreferred stock outstanding as
March 31, 2015, with a weightealrerage exercise price of $0.59 per share (inaptidv,051 shares of our Class B common stock issped the ne
exercise of warrants to purchase 110,029 shar€dass B common stock and the automatic conversidhase shares into Class A common s
upon their sale in this offering at an assumedainfiublic offering price of $15.00 per share, whis the midpoint of the price range set forth loe
cover page of this prospectus); ¢

. 12,688,879 shares of our common stock reservefiifiore issuance under our equity compensation ptaorssisting of:

© 8,938,879 shares of Class B common stock resexefufure issuance under our 2007 Plan as of Maig2015 (which reserve does

reflect the options to purchase shares of ClassrBnton stock or RSUs granted after March 31, 204r&)

3,750,000 shares of Class A common stock reseefilifure issuance under our 2015 ESPP, whichheilome effective on the date of -
prospectus

o

Any remaining shares available for issuance under2607 Plan will become reserved for future isseaas Class A common stock under our 2015
which will become effective on the date immediatetior to the date of this prospectus, and we gelise granting awards under the 2007 Plan. Our Rltban
2015 ESPP also provide for automatic annual ineeas the number of shares reserved thereunderthBesection titled “Executive CompensatioBmployet
Benefit Plans” for additional information.
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DILUTION

If you invest in our Class A common stock in thffedng, your interest will be diluted immediately the extent of the difference between the injiablic
offering price per share of our Class A common lstaxed the pro forma as adjusted net tangible b@levper share of our Class A common stock immely
after this offering.

Our pro forma net tangible book value as of Marth215 was $173.3 million, or $0.95 per shareasfimon stock. Pro forma net tangible book value
share represents the amount of our total tangi#seta less our total liabilities, divided by themier of shares of our common stock outstandingf &daoch 31
2015, after giving effect to (i) the redesignatafrour outstanding common stock as Class B comntmrksn May 2015, (ii) the automatic conversionatifshare
of our convertible preferred stock outstanding &#larch 31, 2015 into 139,851,483 shares of ous€B common stock, (iii) the automatic conversiérihe
convertible preferred stock warrants to Class B roam stock warrants, and the resulting remeasuream@htissumed reclassification of the redeemableectible
preferred stock warrant liability to additional @an capital, and (iv) the filing and effectivenexfsour restated certificate of incorporation.

After giving effect to the sale by us of 22,387 ,50ares of Class A common stock in this offeringraiassumed initial public offering price of $15/88
share, which is the midpoint of the price rangefedh on the cover page of this prospectus, atet aeducting estimated underwriting discounts @mmmission
and estimated offering expenses payable by uspmuforma as adjusted net tangible book value ddath 31, 2015 would have been $484.1 million$213€
per share. This amount represents an immediateaserin pro forma net tangible book value of $Jdd share to our existing stockholders and an iniee
dilution in pro forma net tangible book value of2884 per share to investors purchasing sharesafs@ common stock in this offering at the assuméghl
public offering price.

The following table illustrates this dilution:

Assumed initial public offering price per sh: $15.0C
Pro forma net tangible book value per share asathl31, 201! $0.9¢
Increase in pro forma net tangible book value peres attributable to new investors purchasing is dffering 141
Pro forma as adjusted net tangible book value paresafter this offerin 2.3€
Dilution in pro forma net tangible book value pbaee to investors in this offerir $12.6¢4

A $1.00 increase or decrease in the assumed ipitialic offering price of $15.00 per share, whisttlie midpoint of the price range set forth ondbee
page of this prospectus, would increase or decreasero forma as adjusted net tangible book vakreshare after this offering by $0.10 and wouldtéase ¢
decrease dilution per share to investors in tHisriofg by $0.90, assuming that the number of shaffesed by us, as set forth on the cover pagdisfrospectu
remains the same, and after deducting estimateerwmiting discounts and commissions.
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The following table presents, on a pro forma asistdfd basis as described above, as of March 35, 204 differences between our existing stockha
and the investors purchasing shares of our comruoak & this offering, with respect to the numbésbares purchased from us, the total consideraigieh to us
and the average price per share paid by our egistiockholders or to be paid to us by investorelpasing shares in this offering at an assumedin{ferrice o
$15.00 per share, which is the midpoint of the @priange set forth on the cover page of this prdaepebefore deducting estimated underwriting dist®wan:
commissions and estimated offering expenses paygils.

Average
Shares Purchase( Total Consideration

Price

Per

Number Percent Amount Percen Share
Existing stockholders 182,263,11 89.1% $ 67,114,02 16.7% $ 0.37
Investors in this offerin 22,387,50 10.€ 335,812,50 83.2 15.0C

Totals 204,650,61 100.(% $402,926,52 100.(%

A $1.00 increase or decrease in the assumed ipitialic offering price of $15.00 per share wouldrgmase or decrease the total consideration paitei
investors by $21.0 million and increase or decréhsepercent of total consideration paid by newestors by 0.9%, assuming that the number of studfeed by
us, as set forth on the cover page of this prosgeceémains the same, and after deducting estinuaigerwriting discounts and commissions.

Sales of shares of Class A common stock by théngeditockholders in this offering will reduce theamber of shares of common stock held by exi:
stockholders to 174,907,670, or approximately 850f%he total shares of common stock outstanditey afiis offering, and will increase the numbesbéres hel
by new investors to 29,850,000, or approximatelyp%of the total shares of common stock outstandftey this offering.

After giving effect to sales of shares in this offig by us and the selling stockholders, assumigunderwritersoption to purchase additional share
cover overallotments is exercised in full, our existing stbolders would own 83.2% and our new investors wawith 16.8% of the total number of shares of
common stock outstanding after this offering.

In addition, to the extent any outstanding stockaos or warrants are exercised or RSUs settlesiors participating in this offering will exper@nfurthe
dilution.

The number of shares of our Class A and Class Broamstock to be outstanding after this offerindpadsed upon no shares of our Class A common
and 182,263,119 shares of our Class B common stogtanding as of March 31, 2015 (prior to the matic conversion of shares of our Class B commoak
into an equivalent number of shares of our Clas®imon stock upon their sale by the selling stoldérs in this offering) and does not include:

. 47,337,190 shares of our Class B common stock ldsugon the exercise of options to purchase stadrear Class B common stock outstandin
of March 31, 2015, with a weight-average exercise price of $2.19 per sh
. 3,016,108 shares of our Class B common stock i$sugion the exercise of options to purchase shafresir Class B common stock granted ¢

March 31, 2015, with a weightesirerage exercise price of $13.33 per share, bgsma an assumed initial public offering price of ¥iBper shar
which is the midpoint of the price range set fasththe cover page of this prospectus (which nunobehares and weightemi«erage exercise pri
includes an option to purchase 255,000 sharesviliiabe granted on the date of this prospectus withexercise price equal to the initial pu
offering price);

. 291,630 shares of our Class B common stock issugdale the vesting of RSUs outstanding as of Mafi;2815;
. 212,153 shares of our Class B common stock issugdale the vesting of RSUs granted after March 8152
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. 1,954,992 shares of our Class B common stock issugton the exercise of warrants to purchase ctiblermpreferred stock outstanding as
March 31, 2015, with a weightealrerage exercise price of $0.59 per share (inciptidv,051 shares of our Class B common stock issped the ne
exercise of warrants to purchase 110,029 shar€dask B common stock and the automatic conversidhase shares into Class A common s
upon their sale in this offering at an assumedainftublic offering price of $15.00 per share, whis the midpoint of the price range set forth loe
cover page of this prospectus); ¢

. 12,688,879 shares of our common stock reservefiifore issuance under our equity compensation ptorssisting of:
° 8,938,879 shares of Class B common stock reseetuture issuance under our 2007 Plan as of M&dch2015 (which reserve does
reflect the options to purchase shares of ClassnBhwon stock or RSUs granted after March 31, 20d:)
° 3,750,000 shares of Class A common stock resexefilifure issuance under our 2015 ESPP, whichheitlome effective on the date of -
prospectus

Any remaining shares available for issuance under2007 Plan will become reserved for future issgaas Class A common stock under our 2015
which will become effective on the date immediatetior to the date of this prospectus, and we gelise granting awards under the 2007 Plan. Our Rlatban
2015 ESPP also provide for automatic annual inee#s the number of shares reserved thereunderthBesection titled “Executive CompensatioBmployet
Benefit Plans” for additional information.
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

We derived the selected consolidated statementspefations data for 2012, 2013, and 2014 and tlected consolidated balance sheet data
December 31, 2013 and 2014 from our audited catest@ld financial statements included elsewhereiggfospectus. The consolidated statements of tipes
data for 2010 and 2011, and the consolidated balsheet data as of December 31, 2010, 2011, ari&2@lderived from audited consolidated finandiatesnent
that are not included in this prospectus. The seteconsolidated statements of operations datahithree months ended March 31, 2014 and 2015tes
selected consolidated balance sheet data as ofhM2kc 2015 are derived from our unaudited constdildinancial statements included elsewhere in
prospectus. We have prepared the unaudited coasadidinancial statements on the same basis amuttited consolidated financial statements and hetaded
in our opinion, all adjustments consisting onlynafrmal recurring adjustments that we consider resegdor a fair statement of the financial inforioatset fortl
in those statements. Our historical results areneogssarily indicative of the results that mayekgected in the future. You should read this dagather with oL
consolidated financial statements and related regipearing elsewhere in this prospectus.

As of or For the
Three Months Ended
As of or For the Year Ended December 31 March 31,
2010 2011 2012 2013 20140 2014 2015 ™M
(in thousands, except per share date

Consolidated Statements of Operations Dat:

Revenue $5,18( $14,45¢ $76,37: $271,08° $745,43. $108,81' $336,75¢
Cost of revenu® 3,52¢ 9,22 49,737 210,83t 387,77¢ 64,04¢ 167,54

Gross profil 1,65¢€ 5,232  26,64( 60,25. 357,65 44,76¢ 169,20¢
Operating expense

Research and developm¢? 1,90¢ 6,13:  16,21( 27,87: 54,167 9,08¢ 22,42¢

Sales and marketir® 484 1,86¢ 10,237 26,847 112,00 11,27: 43,86

General and administrati@ 62¢ 1,544 3,96¢ 14,48t 33,55¢ 8,617 12,98:
Total operating expens: 3,022 9,54t  30,41f 69,20f  199,72¢ 28,97¢ 79,27
Operating income (los: (1,366) (4,319 (3,779 (8,959 157,92¢ 15,79: 89,93t
Interest expense, n (69 (15 (17€) (2,082) (2,227) (409) (467)
Other income (expense), r 4 15 26 (3,649 (15,939 (1,219 (13,07)
Income (loss) before income tax (1,430) (4,319 (3,92F) (13,68f 139,77: 14,16 76,39:
Income tax expens — 4 291 37,93% 7,99¢ 5,291 28,39¢
Net income (loss $(1,43) $(4,317) $(4,216€ $(51,627) $131,77° $ 8,87z $ 47,99
Net income (loss) per share attributable to comstookholder<®:

Basic $(009) $ (019 $ (1) $ (139 $ 07C $ 004 $ 0.2€

Diluted $(004H $ (012 $ 0.17) $ (1329 $ 06 $ 004 $ 0.22
Pro forma net income per share attributable to comstockholder®:

Basic $ 081 $ 0.32

Diluted $ 072 $ 0.2¢
Other Data :
Devices sol(® 58 20¢ 1,27¢ 4,47¢ 10,90 1,57¢ 3,86¢
Active users®) 55¢ 2,57( 6,70C 3,861 9,517
Adjusted EBITDA® $(1,255) $(4,029 $(2,40) $ 79,04¢ $191,04. $ 42,026 $ 93,38!
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(4)
®)

In March 2014, we recalled the Fithit For&ze the section titled “Management’s Discussion Andlysis of Financial Condition and Results of @piens—Fitbit Force Product Recalldr additiona
information. The recall, which primarily affectedraesults for the fourth quarter of 2013 and fhet fluarter of 2014, had the following effect arr tncome (loss) before income tax
Three Months Ended
Year Ended December 31 March 31,
2013 2014 2014 2015
(in thousands)
Reduction of revenu $ (30,607 $  (8,11) $ (11,56 $ —
Incremental (benefit to) cost of rever 51,20¢ 11,33¢ 10,60: (2,040
Impact on gross prof (81,817 (19,45)) (22,167%) 2,04(
Incremental general and administrative expensee(tg 2,83¢ 3,38¢ 2,87¢ (142
Impact on income (loss) before income ta $  (84,65( $ (22,840 $ (25,039 $ 2,182
Includes stoc-based compensation expense as follc
Three Months Ended
Year Ended December 31 March 31,
2010 2011 2012 2013 2014 2014 2015
(in thousands)
Cost of revenu $ — $ 8 $ 1t $ 37 $ 89C $ 59 $ 44¢€
Research and developme¢ 4 27 62 28¢ 2,35( 92 1,87¢
Sales and marketir — — 28 204 1,29 63 1,307
General and administrati\ 2 25 2€ 91 2,26¢ 10C 1,271
Total $ 6 $ 60 $ 132 $ 62C $6,804 $ 314 $  4,90¢

See notes 2, 3, and 15 of the notes to our corselidinancial statements included elsewhere mpghdspectus for an explanation of the calculat@fnsur net income (loss) per share attributabledmmor
stockholders, basic and diluted, and pro formanoetme per share attributable to common stockhs)desic and diluter

See the section title* Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatio—Key Business Metri—Devices Sol” for more information

We believe that the active user metric is an irtdicaf the size of our community, but currently de not believe that it has a direct effect on @wenue and operating results since substantidliyf aur
revenue to date has been derived from sales of@urected health and fitness devices. See thesdited “Management’s Discussion and Analysid=ofancial Condition and Results of Operatiori$ey
Business Metri—Active User” for more information, including limitations on tlise of this metric

(6) Adjusted EBITDA is a financial measure thsitniot calculated in accordance with U.S. GAAP. Beesection titled “—Adjusted EBITDATor information regarding our use of adjusted EBA'BAnd ¢
reconciliation of adjusted EBITDA to net incomes#).
As of
As of December 31 March 31,
2010 2011 2012 2013 2014 2015
(in thousands)
Consolidated Balance Sheet Dat:
Cash and cash equivalel $ 7,94¢ $14,78¢ $ 13,14¢ $ 81,72¢ $ 195,62t $ 237,84
Working capital 6,77¢ 15,07: 17,47 14,457 135,41! 174,810
Total asset 9,197 22,13¢ 51,69¢ 230,77 633,05: 669,34
Total lon¢-term debi 444 73¢ 8,43¢ 10,71( 132,58¢ 159,610
Redeemable convertible preferred stock warrantlitiak 28 41 48€ 4,02¢ 15,79° 26,13:
Redeemable convertible preferred st 11,37¢ 23,42t 23,42t 66,23¢ 67,81« 67,81«
Retained earnings (accumulated defi (4,380) (8,697) (12,919 (64,53%) 67,24: 115,23¢

Total stockholder equity (deficit) (4,370) (8,627) (12,707 (63,46¢) 75,26: 141,90¢

@

Subsequent to March 31, 2015, we repaid $160llion of our long-term debt from our cash arable equivalents. As a result, the long-term deditwould have been classified as Idegm debt, less curre
portion, that was repaid was classified as -term debt, current portion, on our consolidatecdheg sheet as of March 31, 20
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Adjusted EBITDA

To supplement our consolidated financial statempresented in accordance with U.S. GAAP, we mordtal consider adjusted EBITDA, which is a non-
GAAP financial measure. This ndBAAP financial measure is not based on any staiztdmethodology prescribed by U.S. GAAP and is metessaril
comparable to similarly-titted measures presentedtber companies.

We define adjusted EBITDA as net income (loss) steéjdi to exclude the impact of the Fitbit Force Hestock-based compensation expense, the revalt
of our redeemable convertible preferred stock warliability, depreciation and amortization, intsrexpense (income), net, and income tax expense.

We use adjusted EBITDA to evaluate our operatingopmance and trends and make planning decisioressb@lieve that adjusted EBITDA helps ider
underlying trends in our business that could otleevbe masked by the effect of the expenses arat ims that we exclude in adjusted EBITDA. Intjgaitar,
the exclusion of the effect of the Fithit Forceakkcwhich primarily impacted our results for theufth quarter of 2013 and the first quarter of 20didcussed i
“Management’s Discussion and Analysis of Finan€aindition and Results of Operations—Fitbit Forced@ict Recall’and certain expenses in calcula
adjusted EBITDA can provide a useful measure faiopletoperiod comparisons of our business. Additionallg use this measure to evaluate our oper
performance and trends and make planning decisibosordingly, we believe that adjusted EBITDA prdes useful information to investors and othel
understanding and evaluating our operating resafisancing the overall understanding of our pasibpeance and future prospects, and allowing faate
transparency with respect to a key financial metsed by our management in its financial and ofmeral decision-making.

Adjusted EBITDA is not prepared in accordance Witls. GAAP, and should not be considered in isofatf or as an alternative to, measures prepal
accordance with U.S. GAAP. There are a numbernoitditions related to the use of this nGAAP financial measure rather than net income JJoskich is th
nearest U.S. GAAP equivalent of adjusted EBITDAMBmf these limitations are:

. adjusted EBITDA excludes the Fitbit Force recakljeh primarily impacted our results for the fougtharter of 2013 and the first quarter of 2014,
which had a negative impact on our revenue andresgseduring these perioc

. adjusted EBITDA excludes stodlased compensation expense, which has recently &eémwill continue to be for the foreseeable fefur significar
recurring expense for our business and an impop@ritof our compensation strate:

. adjusted EBITDA excludes the revaluation of oureedable convertible preferred stock warrant lighilivhich is a historically recurring nosast
charge but will not recur in the periods followitige completion of this offering

. adjusted EBITDA excludes depreciation and amoitpaexpense and, although these are cmsh expenses, the assets being depreciate
amortized may have to be replaced in the fut

. adjusted EBITDA does not reflect interest expemsethe cash requirements necessary to serviceestter principal payments on our debt, wl
reduces cash available to

. adjusted EBITDA does not reflect income tax payra¢héat reduce cash available to us; and

. the expenses and other items that we exclude icaloulation of adjusted EBITDA may differ from tleepenses and other items, if any, that ¢

companies may exclude from adjusted EBITDA whely tleport their operating resul

Because of these limitations, adjusted EBITDA stidné considered along with other operating anchfifed performance measures presented in accor
with U.S. GAAP.
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The following table presents a reconciliation of ileome (loss) to adjusted EBITDA:

Net income (loss

Impact of Fithit Force reca

Stocl-based compensation expel

Revaluation of redeemable convertible preferredkstearrant liability
Depreciation and amortizatic

Interest expense, n

Income tax expens

Adjusted EBITDA

Three Months Ended

Year Ended December 31 March 31,
2010 2011 2012 2013 2014 2014 2015
(in thousands)
$(1,43)  $(4,317) $(4.216 $(51,627) $131,777 $ 887  $47,99
— — — 84,65( 22,84( 25,03¢ (2,187
6 6C 132 62C 6,80¢ 314 4,90
— 13 37 3,37( 13,27: 1,352 10,33¢
101 20z 1,17¢ 3,01z 6,131 75C 3,46¢
69 15 17€ 1,082 2,222 40¢ 467
— 4 291 37,93 7,99¢ 5,291 28,39¢
$(1,255  $(4,029)  $(2,40) $79,04¢  $191,04: $42,02¢  $93,38!
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should le&ad in conjunction with the section title&électe
Consolidated Financial and Other Datadnd our consolidated financial statements and edlahotes included elsewhere in this prospectuss dtscussio
contains forward-looking statements that invoha&ksi and uncertainties. Our actual results couldedifnaterially from such forwartboking statements. Factc
that could cause or contribute to those differenicedude, but are not limited to, those identifieelow and those discussed above in the sectiad tfiRisk
Factors” included elsewhere in this prospectus.

Overview

Fitbit is transforming the way millions of people around tharld achieve their health and fitness goals. Thigittplatform combines connected health
fitness devices with software and services, incigdin online dashboard and mobile apps, data &wlynotivational and social tools, personalizesights, an
virtual coaching through customized fithess plamd @mteractive workouts. Our platform helps pedpeome more active, exercise more, sleep bettesnearte!
and manage their weight. Fitbit appeals to a langeinstream health and fitness market by addredbiese key needs with advanced technology embeitd
simple-touse products and services. We pioneered the cathéeialth and fithess market starting in 2007, sinde then, we have grown into a leading gl
health and fithess brand. As of March 31, 2015haee sold over 20.8 million devices since inceptidocording to The NPD Group, we held the leadingifior
in the U.S. connected activity tracker market, veith85% share, by dollars, in the first quarte2@f5.

*

See“Industry and Market Dat”
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We were founded by James Park and Eric N. Friedma&®07 to help people lead healthier, more adiixes by empowering them with data, inspirat
and guidance to reach their goals.

Our Key Milestones

September

December

July‘

October

February‘

October

December

March |

April

September

October |

May |

November |

February

July‘

August

October |

December

March

Began selling our first connected health and fithess device, the Fitbit
tracker, which tracked steps, distance, calories burned, and sleep. We
also introduced our online dashboard which could be synced to the Fitbit
tracker.

Introduced social features on our online dashboard, including friends and
leaderboards.

Began selling premium services through our online dashboard with a
virtual trainer and additional analytics.

Completed our first corporate wellness sale that included over 1,000
devices.

Released an open API, allowing third-party developers to integrate with
our platform.

Began selling our second product, the Fitbit Ultra, which introduced
tracking for floors climbed. We also released a native iOS mobile app.

Began selling in the United Kingdom, our first country outside the United
States.

Released a native Android mobile app.

Began selling Aria, a Wi-Fi connected scale which measures weight,
body fat, and BMI.

Began selling the Fitbit Zip, our first Bluetooth low energy-enabled
activity tracker.

Began selling the Fitbit One.

Began selling our first wrist-based device, the Fitbit Flex.

Surpassed five million cumulative devices sold since inception.

Announced a partnership with Tory Burch offering accessories for the
Fitbit Flex.

Released a native mobile app for Windows Phone and introduced GPS-
based tracking for our mobile apps.

Introduced Fitbit Challenges on our online dashboard and mobile apps to
encourage friendly competition among our users. We also surpassed ten
million cumulative devices sold since inception.

Began selling the Fitbit Charge which introduced caller ID information.

Began selling the Fitbit Charge HR and Fitbit Surge, which introduced
automatic and continuous heart rate tracking. In addition, we also
introduced GPS tracking on the Fitbit Surge. We maintained our position
as one of the top three health and fitness apps on the iOS App Store for
each month in 2014.

Acquired FitStar to enhance our software and services offerings. FitStar
provides interactive video-based exercise experiences on mobile devices
and computers that utilize proprietary algorithms to adjust and customize
workouts for individual users based on data gathered during their
workouts. In addition, our community reached 13.2trillion steps
collectively taken since the launch of our first tracker—enough to walk
around the earth more than 250,000 times.
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in 2013
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The core of our platform is our family of six wehla connected health and fitness trackers. The&-based and “clippabledevices automatically tra
users’ daily steps, calories burned, distance teaydloors climbed, and active minutes and dispksltime feedback to encourage them to become moreeac
their daily lives. Most of our trackers also meassieep duration and quality, and our more advapceducts track heart rate and GP&sed information such
speed, distance, and exercise routes. Severalk afemices also feature deeper integration with gghanes, such as the ability to receive call antirietification:
and control music. In addition, we offer a \Mliconnected scale that records weight, body fat,BMI. We are able to enhance the functionalitgt features of ot
connected devices through wireless updates. Otfopia also includes our online dashboard and madgilps, which wirelessly and automatically sync veth
devices. Our platform allows our users to see samtl achievements, access motivational tools aschirtual badges and re#he progress notifications, a
connect, support, and compete with friends andlfare intend to continue to significantly investriesearch and development in order to enhanceroduct:
and services.

We design our products primarily in California amgtsource the production of our devices to contraahufacturers, which are responsible for proct
most of the components used in the manufacturinguofproducts from third-party suppliers. We alstisource packaging and fulfillment to thiparty logistic:
providers around the world.

We generate substantially all of our revenue fraes of our connected health and fithess devicess®l our products in over 45,000 retail stored &
more than 50 countries, through our retailevsbsites, through our online store at Fitbit.cond as part of our corporate wellness offering. \&ekso build glob:
brand awareness, increase product adoption, and siaies through our sales and marketing efforts.iténd to continue to significantly invest in $besales ar
marketing efforts in the future.

Our growth will depend in part on the adoption aade of our products and services in internationatkets. In recent periods, we have experie
significant growth in international sales. In 204dd for the three months ended March 31, 2015, 268621%, respectively, of our revenue, based op-tshi
destinations, was from sales outside of the Untdes. We believe international markets repreaesignificant growth opportunity for us. We intetadexpan:
sales of our products and services in new andiegigiternational markets by expanding our disttitiu channels through select retailers and strategitnership
We also intend to continue to invest across allggaphic regions in sales and marketing effortsjuiiag increasing our global advertising effortsidain
infrastructure and personnel to support our intéonal expansion, including establishing additiosales offices globally. Our international expansédforts hav
resulted and will continue to result in increasedts and are subject to a variety of risks, inclgdncreased competition, uncertain enforcemewiofintellectue
property rights, more complex distribution logistiand the complexity of compliance with foreigwdaand regulations.

We have grown significantly since our inception2bi2, 2013, and 2014, we had revenue of $76.4omjl$271.1 million, and $745.4 million, respecti
net income (loss) of $(4.2) million, $(51.6) milipand $131.8 million, respectively, and adjust&ITDA of $(2.4) million, $79.0 million, and $191.@illion,
respectively. For the three months ended Marct2814 and 2015, we had revenue of $108.8 million $8@5.8 million, respectively, net income of $8.Blion
and $48.0 million, respectively, and adjusted EBATGf $42.0 million and $93.4 million, respectivelgee the section titledStlected Consolidated Financial
Other Data—Adjusted EBITDATor information regarding our use of adjusted EBA'Bnd a reconciliation of adjusted EBITDA to netdme (loss). For 201
2013, and 2014, we sold 1.3 million, 4.5 milliomdal0.9 million devices, respectively, and in theee months ended March 31, 2014 and 2015, we 1s6
million and 3.9 million devices, respectively. Wis@had 0.6 million, 2.6 million, 6.7 million, ar@l5 million active users as of December 31, 201,32 ani
2014, and March 31, 2015, respectively. While wielse that our active user metric is an indicatbthe size and growth of our community, it is nahaasure ¢
the levels of continuous engagement of our indiaidisers over periods of time and does not traekntimber of individual users that have become ivacin ou
platform in a period. Therefore, this metric is mecessarily an indicator of the size and growtlowf engaged user community, who we believe tchbemos
likely to
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purchase additional products and services on aiffgpin, such as our subscription-based premiumiceEsyvSee the section titled “—Key Business Metrics
additional information regarding devices sold antive users and limitations of the active user roetr

Key Business Metrics

In addition to the measures presented in our cafeted financial statements, we use the followimy knetrics to evaluate our business, measur
performance, develop financial forecasts, and nsaetegic decisions.

As of or For the

As of or For the Year Ended Three Months Ended
December 31, March 31,
2012 2013 2014 2014 2015
(in thousands)
Devices solc 1,27¢ 4,47¢ 10,90¢ 1,57t 3,86¢
Active users 55¢ 2,57(C 6,70( 3,867 9,517
Adjusted EBITDA $(2,40)) $79,04¢ $191,04: $42,02¢ $93,38:

Devices Sold

Devices sold represents the number of connectdthhead fitness devices that are sold during aggemet of expected returns and provisions forFitieit
Force recall. Devices sold does not include sdlescessories. Growth rates between devices sodldearenue are not necessarily correlated becausewenue i
affected by other variables, such as the typesafycts sold during the period, the introductiomefv product offerings that have different U.S. M&SRand sal«
of accessories and premium services.

Active Users

We define an active user as a registered Fitbit wbe, within the three months prior to the datenefasurement, has (a) an active Fitbit Premiumit&td
subscription, (b) paired a health and fitness ®adi Aria scale with his or her Fitbit account,(oy logged at least 100 steps with a health amneéds tracker or
weight measurement using an Aria scale. The nurobactive users is based on subscription and deattigity associated with each Fitbit user accoamd
accordingly, a user with multiple devices syncedimor her Fitbit account is counted as only ocive user regardless of the number of devicessheh use
syncs to the account. The number of active usersiges users who have downloaded our mobile apgeuti purchasing any of our connected health anedi
devices and users who have downloaded free versidfisStar but are not subscribers to its paidpuen offerings.

We believe that the active user metric is an indicaf the size and growth of our community, butreatly we do not believe that it has a direct effien ou
revenue and operating results since substantililbf aur revenue to date has been derived frorassaf our connected health and fitness devices.athiee use
metric is not necessarily an indicator of the alcgize and future growth of our user community, whe believe to be the most likely to purchase ookt
products and services on our platform, such assabscriptionbased premium services. Accordingly, the active nsetric only represents the potential siz
growth of our engaged user community. The activer ngetric is not a measure of the levels of comtirsuengagement of our individual users over perasdsne
and does not track the number of individual udeas have become inactive on our platform in a periestead, the active user metric, as of any gimeasureme
date, represents an aggregate of both existingnamdusers who have met the definition of an “actiger”on one occasion during the previous three ma
whether that user became newly active or was astiegiactive user from a prior period. Accordinglyis metric does not take into account the extenwhict
inactive users are offset by new active users @r log an individual user remains active. Given ttheent rapid growth of the number of users onpdatform, i
may be difficult to discern whether the growth itige users is the result of retaining existingrasar adding new users onto our platform. Moreower,do nc
currently or regularly track, calculate, and use
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in order to manage our business, metrics regarctingn or retention rates of our individual usersher number of individual users that become inactiuring an
given period. Therefore, you should not rely on agtive user metric as an indicator of the levelusér retention of individual users or of continuge
engagement, nor the potential size and growth ofusar community as an indicator for other reveopigortunities, such as subscriptibased premium servic
and our corporate wellness offerings.

Adjusted EBITDA

We define adjusted EBITDA as net income (loss) stéjdi to exclude the impact of the Fitbit Force Hestock-based compensation expense, the revalt
of our redeemable convertible preferred stock warfi@bility, depreciation and amortization, intsteexpense (income), net, and income tax expere il§
section titled “Selected Consolidated Financial &ider Data—Adjusted EBITDAfor information regarding our use of adjusted EBA Bnd a reconciliation
adjusted EBITDA to net income (loss).

Factors Affecting Our Future Performance
Product Introductions

To date, product introductions have had a significpositive impact on our operating results duengrily to increases in revenue associated withsa
the new products in the quarters following thefraduction. Since the beginning of 2013, we haveased five new connected health and fitness dgviceluding
the Fithit Charge, Fitbit Charge HR, and Fitbit §irwhich were released in the fourth quarter df428nd were the primary drivers of our revenue ginaw the
first quarter of 2015. We expect that the impadhese new product introductions on our revenukl@gsen over time and we cannot assure you tegtwhil have
a similarly positive impact on future quarters i@18. Furthermore, new product introductions cout adversely impact the sales of our existing petsl tc
retailers and users. In addition, we have incuhigtier levels of sales and marketing expenses geaoying each product introduction. In the future, imtend t
continue to release new products and enhance @timexproducts, and we expect that our operatasglts will be impacted by these releases.

International Expansion

Our products are sold in over 50 countries, anchexe experienced significant growth in internatioseles in recent periods. In 2014 and for thee
months ended March 31, 2015, 25% and 21%, respdgtiof our revenue, based on shipelestinations, was from sales outside of the adhtates. We belie
our global opportunity is significant, and to adstehis opportunity, we intend to continue to inviessales and marketing efforts, distribution amels, an
infrastructure and personnel to support our intiéonal expansion, including establishing additiosales offices globally. Our growth will dependgart on th
adoption and sales of our products and servicésténnational markets. Moreover, our internatioegbansion efforts have resulted and will contirueesult ir
increased costs and are subject to a variety &§,ri;cluding increased competition, uncertain ecément of our intellectual property rights, mo@mple>
distribution logistics, and the complexity of cornapice with foreign laws and regulations.

Category Adoption and Market Growth

Consumer spend on the wearable devices markedvgmy faster than on any segment in the global wores electronics market. As a pioneer of this mt
and a leading connected health and fitness platferenbelieve we have contributed significantly he markets growth. However, our future growth depenc
part on the continued consumer adoption of wearddlices as a means to improve health and fitmebshee growth of this market.
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Seasonality

Historically, we have experienced higher revenuthénfourth quarter compared to other quartersidl&ge part to seasonal holiday demand. For elg,
in 2013 and 2014, our fourth quarter represent@d 48d 50% of our annual revenue, respectively. & iacur higher sales and marketing expenses gltiies:
periods.

Investing in Growth

We intend to continue to make investments acrossbasiness to drive our growth. We intend to cargirio invest significant resources in our si
marketing, advertising, and brand management sftortirive demand for our products and servicebailp. We also intend to continue to invest in sgs@ an
development to enable us to introduce innovative peoducts and services and enhance existing ptedun services. We may also make acquisitionartod
drive our growth. For example, we acquired FitStar in March 2015 nbamce our software and services offerings througgractive videdased exerci
experiences on mobile devices and computers.

Furthermore, we intend to increase our focus ofding relationships with employers and wellnessvjiters. The corporate wellness market for conne
health and fithess devices is new and is subjeatwariety of challenges, including whether empteyill continue to invest in such programs, lomades cycle:
and substantial upfront sales costs. In each 0229013, and 2014, and the three months ended MHrcR014 and 2015, we derived less than 10% ofexenu
from our corporate wellness offerings. However,heéeve that as healthcare costs continue to rideaa employers continue to seek ways to keep ¢ngiloyee
active, engaged, and productive, more employetimyilement or enhance their corporate wellnesgaims. In order to grow our corporate wellnessqires, w
intend to enhance our corporate wellness offersgell as expand our sales team focused on thikahar

Components of our Operating Results

Revenue

We generate substantially all of our revenue frbmdale of our connected health and fithess dewicdsiccessories. We also generate a small partionr
revenue from our subscription-based premium sesvice

Cost of Revenue

Cost of revenue consists of product costs, inclydiosts of contract manufacturers for productitiping and handling costs, warranty replacemeasts
packaging, costs related to the Fitbit Force redalfillment costs, manufacturing and tooling egouient depreciation, warehousing costs, excess hadleit
inventory write-downs, and certain allocated costated to management, facilities, and personglaked expenses and other expenses associatedupjly chai
logistics. Personnel-related expenses includeisaldsonuses, benefits, and stock-based compensatio

Operating Expenses
Operating expenses consist of research and develapsales and marketing, and general and adnatiigrexpenses.

Research and DevelopmerResearch and development expenses consist gdsinhpersonnekelated expenses, consulting and contractor expetwsaling
and prototype materials, and allocated overheats.cos

Substantially all of our research and developmepenses are related to developing new productssendces and improving our existing products
services. To date, research and development expéase been expensed as incurred, because thd petiween achieving technological feasibility alnel teleas
of
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products and services for sale has been shorterelapment costs qualifying for capitalization héeen insignificant.

We expect our research and development expensesréase in absolute dollars as we continue to nsa@ficant investments in developing new prod
and services and enhancing existing products anites.

Sales and MarketingSales and marketing expenses represent the lazgegionent of our operating expenses and consistapity of advertising ar
marketing promotions of our products and serviaed personnefelated expenses, as well as sales incentives shdw and event costs, sponsorship ¢
consulting and contractor expenses, travel, POPplajisexpenses and related amortization, and alldcaverhead costs. We expect our sales and may
expenses to increase in absolute dollars as wéncento actively promote our products and services.

General and Administrative General and administrative expenses consist tfopeelrelated expenses for our finance, legal, humanuress, an
administrative personnel, as well as the costgafiegsional services, any allocated overhead, imdigion technology, and other administrative expsngée expe:
our general and administrative expenses to increasdsolute dollars due to the anticipated growftour business and related infrastructure as egllega
accounting, insurance, investor relations, andrathsts associated with becoming a public company.

Interest Expense, Net

Interest expense, net consists of interest expasseciated with our debt financing arrangement®razation of debt issuance costs, and interesire
earned on our cash and cash equivalents.

Other Income (Expense), Net

Other income (expense), net consists of markiéoket adjustments for the revaluation of our reteae convertible preferred stock warrant liabiktyc
foreign currency gains and losses.

Income Tax Expense

We are subject to income taxes in the United Statesforeign jurisdictions in which we do busineBlese foreign jurisdictions have statutory taxes
different from those in the United States. Accogiln our effective tax rates will vary dependingtbe relative proportion of foreign to U.S. incontiee utilizatior
of foreign tax credits, and changes in tax laws.

Fitbit Force Product Recall

In March 2014, we recalled the Fitbit Force afteme of our users experienced allergic reactioraltesives in the wristband. This recall primanihpacte:
our results for the fourth quarter of 2013 andfttet quarter of 2014. We established a reservafferFitbit Force recall after considering varidastors includini
cost estimates for customer returns, logistics haddling fees for managing product returns and gssiog refunds, obsolescence of hamd inventory
cancellation charges for existing purchase comnritsygework of component inventory with the contnmanufacturer, legal fees and settlement costswaite-
offs of tooling and manufacturing equipment.
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The recall had the following effect on our incontes§) before income taxes:

Three Months Ended

Year Ended December 31 March 31,
2013 2014 2014 2015
(in thousands)
Reduction of revenu $ (30,60) $ (8,11 $ (11,56 $ —
Incremental (benefit to) cost of rever 51,20¢ 11,33¢ 10,60: (2,040
Impact on gross prof (81,817 (19,45)) (22,167) 2,04(
Incremental general and administrative expenseseftie , 3,38¢ 2,87¢ (142)
Impact on income (loss) before income ta $ (84,650 $ (22,840 $ (25,039 $ 2,18

During 2013, incremental cost of revenue relatedh® recall included charges to the recall reserf/&49.5 million and a writeff of tooling anc
manufacturing equipment of $1.7 million, which wasognized as incurred. During 2014, general amdigidtrative expenses included legal fees of $2ilam,
which were recognized as incurred, and legal settie costs of $0.5 million, which were includedtie Fitbit Force recall reserve. During the threenths ende
March 31, 2015, general and administrative expensasisted of the benefit to legal expenses of &fllion, which was not included in the Fitbit Fercecal
reserve. See note 6 of the notes to our consotidatancial statements included elsewhere in thispectus for additional information.

Operating Results

The following tables set forth the components of consolidated statements of operations for eacth@fperiods presented and as a percentage
revenue for those periods. The period-to-periodmamison of operating results is not necessarilycetile of results for future periods.

Three Months Ended
Year Ended December 31 March 31,
2012 20130 2014 2014 2015 @
(in thousands)

Consolidated Statements of Operations Dat:

Revenue $76,37: $271,08' $745,43: $108,81! $336,75¢
Cost of revenu® 49,73 210,83t 387,77t 64,04¢ 167,54
Gross profit 26,64( 60,25 357,65 44,76¢ 169,20¢
Operating expense
Research and developm¢2 16,21( 27,87: 54,167 9,08¢ 22,42¢
Sales and marketir® 10,23 26,841 112,00! 11,27 43,86
General and administrati\) 3,96¢ 14,48¢ 33,55¢ 8,617 12,98
Total operating expens: 30,41 69,20¢ 199,72¢ 28,97¢ 79,27¢
Operating income (los: (3,779 (8,959 157,92¢ 15,79: 89,93t
Interest expense, n (17¢) (1,082) (2,2272) (409) (467)
Other income (expense), r 26 (3,649) (15,93¢) (1,219 (13,077
Income (loss) before income taxes 139,77:
(3,92 (13,68%) 14,16: 76,39:
Income tax expens 291 37,93% 7,99¢ 5,291 28,394
Net income (loss $ (4,216 $(51,62) $131,77 $ 8,87: $ 47,997
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(1) In March 2014, we recalled the Fitbit ForBee the section titled “—Fitbit Force Product REciar additional information. The recall, which prinig affected our results for the fourth quarter26f13 and th
first quarter of 2014, had the following effect@ar income (loss) before income tax

Three Months Ended

Year Ended December 31 March 31,
2013 2014 2014 2015
(in thousands)
Reduction of revenu $(30,607) $ (8,119 $(11,567) $ =
Incremental (benefit to) cost of rever 51,20t 11,33¢ 10,60: (2,040
Impact on gross prof (81,817 (29,45)) (22,167) 2,04(
Incremental general and administrative expenseseftie 2,83¢ 3,38¢ 2,87¢ (142)
Impact on income (loss) before income ta $(84,65( $(22,84() $(25,039 $ 2,18C

(2) Includes stoc-based compensation expense as follc
Three Months Ended

Year Ended December 31 March 31,
2012 2013 2014 2014 2015
(in thousands)
Cost of revenue $ 15 $ 37 $ 89C $ 59 $ 44¢
Research and developmt 62 28¢€ 2,35( 92 1,87¢
Sales and marketir 29 204 1,29t 63 1,307
General and administrati\ 26 91 2,26¢ 10C 1,271
Total $132 $62C $6,80¢ $ 314 $ 4,902
Three Months Ended
Year Ended December 31 March 31,
2012 20130 20140 2014 2015@

(as a percentage of revenue
Consolidated Statements of Operations Data

Revenue 10(% 10C(% 10C(% 10C(% 10C(%
Cost of revenu 6E 78 52 59 5C
Gross profit 3E 22 48 41 5C
Operating expense

Research and developmt 21 10 7 9 7

Sales and marketir 14 10 15 10 13

General and administratiy 5 5 5 8 4
Total operating expens: 4C 25 27 27 24
Operating income (los: 5) 3 21 14 26
Interest income (expense), t — — — — —
Other income (expense), r — 2 (2 (2) 4
Income (loss) before income tax (5) (5) 19 13 22
Income tax expens — 14 1 5 8
Net income (loss (5% (19% 18% 8% 14%
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(1) In March 2014, we recalled the Fitbit ForBee the section titled “—Fitbit Force Product REciar additional information. The recall, which prinig affected our results for the fourth quarter26f13 and th
first quarter of 2014, had the following effect@ar income (loss) before income tax

Three Months Ended

Year Ended December 31 March 31,
201: 2014 2014 201t
- “(as a percentage of revenue -
Incremental (benefit to) cost of rever _ 1% _ 2% _ % _ (@M%
Impact on gross prof (30) 3) (20) 1
Incremental general and administrative expe _1 i 3 i
Impact on income (loss) before ta _(8)% __ (3% _(29% _ 1%

Comparison of the Three Months Ended March 31, 2014nd 2015

Revenue
Three Months Ended
March 31, Change
20140 2015 $ %
(in thousands) -
Revenue $108,81! $336,75¢ $227,93¢ 20%

(1) The Fitbit Force recall resulted in a decreasetemnue of $11.6 million for the three months enliedich 31, 2014. See the section tit‘—Fitbit Force Product Rec” for additional information

Revenue increased $227.9 million, or 209%, from8&0nillion for the three months ended March 31126 $336.8 million for three months ended M
31, 2015. A substantial majority of the increases\@ae to an increase in the number of devicesfemid 1.6 million in the three months ended March 2014 tc
3.9 million in the three months ended March 31,%04cluding $233.4 million from new products imdrgced in the fourth quarter of 2014. U.S. revelased o
shipto destinations, increased $175.5 million, or 19%%m $89.8 million for the three months ended MeBd, 2014 to $265.3 million for the three monthdex
March 31, 2015 and international revenue, basedhipio destinations, increased by $52.4 million, or @76rom $19.0 million for the three months en
March 31, 2014 to $71.4 million for the three manémded March 31, 2015.

Cost of Revenue
Three Months Ended

March 31, Change
20140 2015 $ %
(dollars in thousands)
Cost of revenu $64,04¢ $167,54! $103,49¢ 162%
Gross profil 44,76¢ 169,20¢ 124,44( 27¢%
Gross margir 41% 50%

(1) The Fitbit Force recall resulted in an increasedst of revenue of $10.6 million and a benefit dstaf revenue of $2.0 million in the three monghsied March 31, 2014 and 2015, respectively, sedseri
gross profit of $22.2 million and an increase inggr profit of $2.0 million in the three months esd&arch 31, 2014 and 2015, respectively, and aedserof 20 percentage points and an increaseatérgag
point in gross margin in the three months endedch1&1d, 2014 and 2015, respectively. See the seiitiet“ —Fitbit Force Product Rec” for additional information

Cost of revenue increased $103.5 million, or 168%m $64.0 million for the three months ended Ma8dh 2014 to $167.5 million for the three mot
ended March 31, 2015. The increase was primarigy tduthe increase in the number of devices soldiafls offset by a decrease of $12.6 million instg fron
$10.6 million in the three months ended March 31142to a benefit of $2.0 million in the three mantmded March 31, 2015, incurred in connection Wit
recall of the Fitbit Force.
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Gross margin increased to 50% for the three moatited March 31, 2015 from 41% for the three moetided March 31, 2014. The increase in ¢
margin was primarily due to a reduction in costuimed in connection with the recall of the Fitbidrce and was also positively impacted by the nfigroduct:
sold.

Research and Development
Three Months Ended

March 31, Change
2014 2015 $ %
(in thousands) -
Research and developmt $9,08¢ $22,42¢ $13,33¢ 147%

Research and development expenses increased $illo&,mr 147%, from $9.1 million for the three mihs ended March 31, 2014 to $22.4 million for
three months ended March 31, 2015. The increasevimsrily due to a $9.7 million increase in pemselrelated expenses due to a 119% increase in heat;
and a $2.7 million increase in consultant and @mtor expenses.

Sales and Marketing
Three Months Ended

March 31, Change
2014 2015 $ %
(in thousands) -
Sales and marketir $11,27: $43,86" $32,59¢ 28<%

Sales and marketing expenses increased $32.6 midia289%, from $11.3 million for the three monérsled March 31, 2014 to $43.9 million for the
months ended March 31, 2015. The increase was plymaue to a $24.8 million increase in expensesoamted with advertising costs and other mark
programs. In addition, personmellated expenses increased $3.8 million due to%a iB2rease in headcount, and consulting and cantragpenses increased $
million.

General and Administrative
Three Months Ended

March 31, Change
2014 2015 $ %
(in thousands) —
General and administrati\ $8,617 $12,98: $4,36¢ 51%

(1) The Fitbit Force recall resulted in an ine®do general and administrative expenses of $@l®mfor the three months ended March 31, 201de $he section titled “—Fitbit Force Product Recédir
additional information

General and administrative expenses increasedrdlidn, or 51%, from $8.6 million for the three mihs ended March 31, 2014 to $13.0 million for
three months ended March 31, 2015. The increaserimsrily due to a $3.3 million increase in penselrelated expenses due to a 90% increase in head®@
$1.7 million increase in consulting and contraagpenses, and a $0.6 million increase in allocatesthead, partially offset by a $1.9 million desean lege
fees.

Interest and Other Income (Expense), Net
Three Months Ended

March 31, Change
2014 2015 $ % _
(in thousands)
Interest expense, n $ (409 $ (467) $ (59 14%
Other expense, net (1,21¢
) (13,07 (11,859 97%
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Other expense, net, increased $11.9 million, 0@®78om $1.2 million for the three months ended &aB1, 2014 to $13.1 million for the three mol
ended March 31, 2015. The increase was primarig/tdwuan increase of $9.0 million in charges relatethe revaluation of our convertible preferreac&twarran
liability and a $2.8 million increase in foreignadange loss.

Income Tax Expense
Three Months Ended

March 31, Change
2014 2015 $ %
(in thousands) -
Income tax expens $5,291 $28,39¢ $23,10¢ 437%

Income tax expense increased $23.1 million, or 43fr&tn $5.3 million for the three months ended Me8d, 2014 to $28.4 million for the three mot
ended March 31, 2015. The increase was primarigytdithe increase in earnings in the three momte&March 31, 2015.

Comparison of 2013 and 2014

Revenue
Year Ended December 31 Change
2013 20140 $ %
(in thousands)
Revenue $271,08° $745,43! $474,34¢ 175%

(1) The Fitbit Force recall resulted in a decreasetenue of $30.6 million and $8.1 million in 201312014, respectively. See the section ti“—Fitbit Force Product Rec” for additional information

Revenue increased $474.3 million, or 175%, from1$27illion for 2013 to $745.4 million for 2014. gubstantial majority of the increase was due 1
increase in the number of devices sold from 4.%5ianilin 2013 to 10.9 million in 2014, including $19 million from new products that we began seliing014
U.S. revenue, based on shigpeestinations, increased $356.5 million, or 17&%m $206.1 million for 2013 to $562.6 million f@014 and international reven
based on ship-to destinations, increased by $Imillidn, or 181%, from $65.0 million for 2013 to $2.9 million for 2014.

Cost of Revenue

Year Ended December 31 Change
2013 2014 $ %
(dollars in thousands)
Cost of revenu $210,83¢ $387,77¢ $176,94( 84%
Gross profil 60,25 357,65 297,40t 494%
Gross margir 22% 48%

(1) The Fitbit Force recall resulted in an increasedst of revenue of $51.2 million and $11.3 millior2013 and 2014, respectively, a decrease in gnagi of $81.8 million and $19.5 million in 20X8d 201«
respectively, and a decrease of 30 percentagespaniak 3 percentage points in gross margin in 2682814, respectively. See the section ti*—Fitbit Force Product Rec” for additional information

Cost of revenue increased $176.9 million, or 84%mf$210.8 million for 2013 to $387.8 million foB24. The increase was primarily due to the incréa
the number of devices sold, partially offset byegréase of $39.9 million in costs, from $51.2 millin 2013 to $11.3 million in 2014, incurred innc@ction witl
the recall of the Fitbit Force.
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Gross margin increased to 48% for 2014 from 22%2f#3. The increase in gross margin was primatiky tb a reduction in costs incurred in connec
with the recall of the Fitbit Force.

Research and Development

Year Ended December 31 Change
2013 2014 $ %
(in thousands) —
Research and developm:e $ 27,87 $ 54,167 $26,29: 94%

Research and development expenses increased $2io8,mor 94%, from $27.9 million for 2013 to $%4million for 2014. The increase was primarily
to a $13.9 million increase in personmelated expenses due to a 110% increase in headeo$®h2.9 million increase in consultant and cacttr expenses, an
$3.6 million increase in allocated overhead, whigts partially offset by a decrease in expensetfiing and prototype materials of $4.2 million.

Sales and Marketing

Year Ended December 31 Change
2013 2014 $ %
(in thousands) -
Sales and marketir $ 26,84 $112,00! $85,15¢ 317%

Sales and marketing expenses increased $85.2 midio317%, from $26.8 million for 2013 to $112.@limn for 2014. The increase was primarily duea
$66.9 million increase in expenses associated adertising costs and other marketing programsaddition, consulting and contractor expenses irset
$9.6 million and personneélated expenses increased $9.3 million due tol&lBcrease in headcount, partially offset by arelese of $0.6 million of oth
expenses.

General and Administrative

Year Ended December 31 Change
20130 20140 $ %
(in thousands)
General and administrati\ $ 14,48t $ 33,55¢ $19,07: 132%

(1) The Fitbit Force recall resulted in an ine®#o general and administrative expenses of $@l@mand $3.4 million in 2013 and 2014, respeetix See the section titled “—Fitbit Force ProdRetcall” for
additional information

General and administrative expenses increased $iiflidn, or 132%, from $14.5 million for 2013 t8$.6 million for 2014. The increase was primarilye
to a $6.8 million increase in legal fees, a $5.Wiom increase in personnetlated expenses due to a 64% increase in head@$2t2 million increase in alloca
overhead, and a $2.7 million increase in consuling contractor expenses.

Interest and Other Income (Expense), Net

Year Ended December 31 Change
2013 2014 $ %
(in thousands)
Interest expense, n $ (1,087 $ (2,22 $ (1,140 105%
Other expense, n (3,649 (15,939 (12,285 337%

Interest expense, net increased $1.1 million, &%4,0from $1.1 million for 2013 to $2.2 million f&014. The increase was primarily due to an incréa
average indebtedness outstanding compared to 2048r
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expense, net, increased $12.3 million, or 337%mf#3.6 million for 2013 to $15.9 million for 201%he increase was primarily due to an increase ¢f #fllion
in charges related to the revaluation of our catilvlerpreferred stock warrant liability and a $2n8llion increase in foreign exchange loss.

Income Tax Expense

Year Ended December 31 Change
2013 2014 $ %
(in thousands)
Income tax expens $ 37,937 $ 7,99¢ $(29,94) (79)%

Income tax expense decreased $29.9 million, or 8% $37.9 million for 2013 to $8.0 million for 2@. Our effective tax rate was 277.2% and 5.79
2013 and 2014, respectively. The decrease in indamexpense and effective tax rate in 2014 wastdwe $51.3 million tax benefit related to the eale of
valuation allowance on deferred tax assets foruatsy which includes the impact of costs incurre@013 in connection with the Fitbit Force recalid tax credit
from prior years. This norecurring tax benefit is offset by income tax exgeon earnings in 2014 and a downward revaluafi@uodeferred tax assets due
change in state tax law enacted in 2014.

Comparison of 2012 and 2013

Revenue
Year Ended December 31 Change
2012 2013M $ %
(in thousands)
Revenue $76,37: $271,08° $194,71. 255%

(1) The Fitbit Force recall resulted in a decreasewenue of $30.6 million in 2013. See the sectited“—Fitbit Force Product Rec” for additional information

Revenue increased $194.7 million, or 255%, from.&7#illion for 2012 to $271.1 million for 2013. Aulstantial majority of the change was due t
increase in the number of devices sold from 1.3anilin 2012 to 4.5 million in 2013, including $141million from new products that we began sellind2013
U.S. revenue, based on shigpédestinations, increased $138.8 million, or 20&&%m $67.3 million for 2012 to $206.1 million @013 and international reven
based on ship-to destinations, increased by $58li®mor 614%, from $9.1 million for 2012 to $&bmillion for 2013.

Cost of Revenue

Year Ended December 31 Change
2012 2013® $ %
(dollars in thousands)
Cost of revenu $49,73: $ 210,83¢ $161,10: 324%
Gross profit 26,64( 60,25 33,61 12€%
Gross margir 35% 22%

(1) The Fitbit Force recall resulted in an increasedst of revenue of $51.2 million in 2013, a deceeiasgross profit of $81.8 million in 2013, and ectkase of 30 percentage points in gross mard018. Se
the section title¢ —Fitbit Force Product Rec” for additional information

Cost of revenue increased $161.1 million, or 32##%m $49.7 million for 2012 to $210.8 million fo023. The increase was primarily due to the incréa
the number of devices sold and $51.2 million inteascurred in connection with the recall of thébKiForce.
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Gross margin decreased to 22% for 2013 from 35%2@d2. The decrease in gross margin was primaug/td an increase in costs incurred in conne
with the recall of the Fitbit Force partially oftdgy improved margins on our products.

Research and Development

Year Ended December 31 Change
2012 2013 $ %
(in thousands) —
Research and developm:e $ 16,21( $ 27,87 $11,66: 72%

Research and development expenses increased $illiod,ror 72%, from $16.2 million for 2012 to $Z7million for 2013. The increase was primarily
to a $5.5 million increase in personmelated expenses due to a 96% increase in headeodna $5.2 million increase in expenses for tgolkmd prototyp
materials associated with new product introductior2013.

Sales and Marketing

Year Ended December 31 Change
2012 2013 $ %
(in thousands) -
Sales and marketir $ 10,237 $ 26,847 $16,61( 162%

Sales and marketing expenses increased $16.6 midio162%, from $10.2 million for 2012 to $26.8llion for 2013. The increase was primarily due t
$8.0 million increase in marketing expenses asgettisvith increased advertising and promotionalvi@s. In addition, consulting and contractor expe
increased $3.3 million and personnel-related exgeirecreased $3.0 million due to a 55% increaseadcount.

General and Administrative

Year Ended December 31 Change
20130
2012 $ %
(in thousands) -
General and administratiy $ 3,96¢ $ 14,48t $10,51% 265%

(1) The Fitbit Force recall resulted in an increasgeneral and administrative expenses of $2.8 millia2013. See the section titl“—Fitbit Force Product Rec” for additional information

General and administrative expenses increased $dillién, or 265%, from $4.0 million for 2012 to 85 million for 2013. The increase was primarilye
to a $4.3 million increase in legal fees, a $2.Hiom increase in personnetlated expenses due to a 133% increase in heagl@ntha $2.1 million increase
allocated overhead.

Interest Expense and Other Income (Expense), Net

Year Ended December 31 Change
2012 2013 $ %
(in thousands)
Interest expense, n $ (17¢) $ (1,089 $ (90€) 515%
Other income (expense), r 26 (3,649 (3,679 NM

Interest expense, net increased $0.9 million, &@¥G1from $0.2 million for 2012 to $1.1 million f®&013. The increase was due to an increase in &
indebtedness outstanding compared to 2012. Otleerra (expense), net increased $3.7 million from22marily due to an increase of $3.4 million imacge
related to the revaluation of our convertible pnefd stock warrant liability.
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Income Tax Expense

Income tax expens

Year Ended December 31 Change
2012 2013 %
(in thousands)
$ 291 $ 37,93 $37,64¢ NM

Income tax expense increased $37.6 million, fronB$@illion for 2012 to $37.9 million for 2013. Thiacrease was primarily due to the contin

recognition of a full valuation allowance on oufefeed tax assets, which included the accrualtferRitbit Force recall.

Quarterly Results of Operations and Key Metrics

Quarterly Results of Operations

The following table sets forth unaudited quarternsolidated statements of operations data for eathe eight quarterly periods ended March 31,5
The information for each of these quarters has Ipgepared on the same basis as the audited anmnsdlilated financial statements appearing elsesvimethis
prospectus and, in our opinion, includes all adjgstts, consisting only of normal recurring adjusitagnecessary for the fair statement of the resiflbperatior
for these periods. This information should be rgmdonjunction with our audited consolidated finmhstatements and related notes appearing elsewhehe
prospectus. These quarterly results are not nerdlgdsdicative of our operating results for a fykar or any future period.

Consolidated statement of operations dat:

Revenue
Cost of revenu
Gross profit
Operating expense
Research and developmt
Sales and marketir
General and administrati
Total operating expens:
Operating income (los:
Interest expense, n
Other income (expense), r
Income (loss) before income tax
Income tax expense (benet
Net income (loss

Three Months Ended

Jun. 30, Sept. 30. Dec. 31, Mar. 31, Jun. 30, Sept. 30, Dec. 31, Mar. 31,
2013 2013 2013 2014® 20140 2014 M 2014 (D 2015 M
(in thousands)
$47,16¢ $83,66" $107,13( $108,81! $113,57: $152,86: $370,18: $336,75¢
25,94, 42,410 124,34! 64,04¢ 55,18:¢ 69,255 199,29( 167,54!
21,22 41,25¢ (17,21%) 44,76¢ 58,38¢ 83,60¢ 170,89 169,20¢

6,507 7,76¢€ 8,25¢ 9,08¢ 11,80¢ 14,94¢ 18,32t 22,42¢
5,43: 6,15¢ 11,03¢ 11,27: 13,31 17,53¢ 69,88: 43,867
2,15¢ 2,852 8,14( 8,617 7,44: 7,84¢ 9,64 12,98
14,09¢ 16,77¢ 27,43 28,97¢ 32,56: 40,33: 97,85« 79,274
7,12¢ 24,47, (44,647 15,79: 25,82¢ 43,27: 73,04( 89,93t
(26€) (274 (344) (409 (452) (680) (681) (467)
(65E) (1,22)) (1,569 (1,219 (3,687) (2,816 (8,217) (13,077
6,20¢ 22,98: (46,55%) 14,16 21,68 39,77¢ 64,14 76,39
3,32¢ 12,29° 20,34: 5,291 6,93¢ (29,136) 24,90 28,39¢

$ 2,88( $10,68: $ (66,89 $ 8,877 $ 14,75: $ 68,917 $ 39,24( $ 47,997
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(1) In March 2014, we recalled the Fitbit ForBee the section titled “—Fitbit Force Product REciar additional information. The recall, which prinig affected our results for the fourth quarter26f13 and th

first quarter of 2014, had the following effect@ar income (loss) before income tax

(Reduction of) increase to rever

Incremental (benefit to) cost of rever

Impact on gross prof

Incremental general and administrative expensee(tg

Impact on income (loss) before income ta

Three Months Ended

Dec. 31, Mar. 31, Jun. 30, Sept. 30. Dec. 31, Mar. 31
2013 2014 2014 2014 2014 2015
(in thousands)
$ (30,607) $ (11,567) $ - $ — $  3,44¢ $ —

51,20¢ 10,60: — (1,485 2,22% (2,040
(81,819 (22,16 — 1,48t 1,225 2,04(
2,83¢ 2,87¢ 1,482 2 (972) (142)

$ (84,650 $ (25,039 $ (1,489 $ 1,48 $  2,19¢ $  2,18:

The following table sets forth the components af @nsolidated statements of operations data,goh ef the periods presented, as a percentageeriue:

Three Months Ended

Jun. 30 Sept. 3C Dec. 31 Mar. 31, Jun. 30 Sept. 30 Dec. 31 Mar. 31,
2013 2013 2013 2014® 20140 2014 @ 2014 @ 2015 )
(as a percentage of revenue
Consolidated statements of operations dat:
Revenue 10(% 10(% 10(% 10C% 10(% 10(% 10(% 10(%
Cost of revenu 59 51 11€ 59 49 45 54 5C
Gross profit 45 48 (16) 41 51 55 46 5C
Operating expense
Research and developmt 14 9 8 9 10 1C 5 7
Sales and marketir 11 7 10 10 12 12 18 13
General and administrati 5 4 8 8 7 5 3 4
Total operating expens 30 2C 26 27 29 27 26 24
Operating income (los: 15 29 (42) 14 22 28 20 26
Interest expense, n @ — — — — — — —
Other income (expense), r (2) (1) (2) ) 3 (2) (2) (4
Income (loss) before income tax 13 28 43 13 19 26 18 22
Income tax expense (benet 7 15 19 5 6 (19 7 8
Net income (loss 6% 13% (62)% 8% 13% 45% 11% 14%

(1) In March 2014, we recalled the Fitbit ForBee the section titled “—Fitbit Force Product REcialr additional information. The recall, which prinig affected our results for the fourth quarter26f13 and th

first quarter of 2014, had the following effect @ar income (loss) before income tax

Incremental (benefit to) cost of rever

Impact on gross prof

Incremental general and administrative expense(tg
Impact on income (loss) before income ta

Three Months Ended

Dec. 31

2013

48%
(7€)
3

(79%
71

Mar. 31, Jun. 30 Sept. 30 Dec. 31 Mar. 31
2014 2014 2014 2014 2015
(as a percentage of revenue
9% —% D)% 1% @)%
(20) — 1 1 1
3 1 — — —
(23)% D% 1% 1% 1%
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Quarterly Trends

Our quarterly revenue increased sequentially fopediods presented due primarily to increasesiénrtumber of devices sold, which was partly theltes
the introduction of five new devices since the begig of 2013, and growth in international salesn€rally, we have experienced the highest levetewd#nue i
the fourth quarter of the year compared to othartgus due in large part to seasonal holiday demand

Quarterly costs and expenses generally increasguenrgally for all periods presented, primarily disethe increase of personmelated expenses frc
increases in headcount and marketing and adveytésipenses from our efforts to increase sales opmducts and services. The increase in expeonsdld thre
months ended December 31, 2014 was primarily dae tiocrease in expenses associated with adveriisists and other marketing programs for the 2@lididy
season. The Fitbit Force recall significantly aféetour results for the fourth quarter of 2013 #mal first quarter of 2014. See the section titledFitbit Force
Product Recall” for additional information.

Overall operating results fluctuate from quarteqgt@rter as a result of a variety of factors, idolg seasonal factors and economic cycles thatenti
consumer retail product purchase trends.

Key Metrics
Three Months Ended
Jun. 30, Sept. 30, Dec. 31, Mar. 31, Jun. 30, Sept. 30, Dec. 31, Mar. 31,
2013 2013 2013 2014 2014 2014 2014 2015
(in thousands)
Devices solc 74% 1,291 1,91¢ 1,57¢ 1,72( 2,33 5,271 3,86¢
Adjusted EBITDA $7,768  $25,34F  $41,19¢ $42,02¢ $29,08¢  $44,32( $75,60¢  $93,38:

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

Three Months Ended

Jun. 30, Sept. 30, Dec. 31, Mar. 31, Jun. 30, Sept. 30, Dec. 31, Mar. 31,
2013 2013 2013 2014 2014 2014 2014 2015
(in thousands)

Net income (loss $2,88( $10,68: $(66,89¢) $ 8,872 $14,75! $68,91:  $39,24(  $47,99'
Impact of Fitbit Force reca — — 84,65( 25,03¢ 1,48: (1,489 (2,199 (2,187)
Stocl-based compensation expel 11€ 16& 27F 314 661 2,47( 3,35¢ 4,90z
Revaluation of redeemable convertible preferredkstarrant

liability 49€ 1,22¢ 1,30t 1,35: 3,84 1,62¢ 6,451 10,33t
Depreciation and amortizatic 68C 70C 1,18( 75C 962 1,251 3,167 3,46¢
Interest expense, n 26¢ 274 344 40¢ 452 68C 681 467
Income tax expense (benet 3,32 12,297 20,34: 5,291 6,93¢ (29,13¢) 24,90° 28,39«
Adjusted EBITDA $7,765  $25,34: $41,19¢ $42,02¢  $29,08¢ $44,32( $75,60t¢  $93,38:

Liquidity and Capital Resources

Our operations have been financed primarily throcagh flow from operating activities, the net prexdte from the sale of our preferred equity secsi@e
borrowings under our credit facilities. As of Mar8h, 2015, we had cash and cash equivalents of.823ilion and total longerm debt of $159.6 millio
excluding $0.4 million of debt discount. SubsequentMarch 31, 2015, we repaid $160.0 million of dangterm debt, which reduced our cash and
equivalents by an equivalent amount. As a reshdt,lbng-term debt that would have been classifietbagterm debt, less current portion, that was repaid
classified as long-term debt, current portion, an@nsolidated balance sheet as of March 31, 2015.
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We believe our existing cash and cash equivalefgnbas and cash flow from operations will be sigfit to meet our working capital and cay
expenditure needs for at least the next 12 moits. future capital requirements may vary materifiym those currently planned and will depend omy
factors, including our rate of revenue growth, tineing and extent of spending on research and dewetnt efforts and other business initiatives,etgansion ¢
sales and marketing activities, the timing of nessdoict introductions, market acceptance of our petgl and overall economic conditions. To the extaa
current and anticipated future sources of liquidite insufficient to fund our future business atiig and requirements, we may be required to seleltiona
equity or debt financing. The sale of additionaliiggwould result in additional dilution to our stholders. The incurrence of debt financing woddult in dek
service obligations and the instruments governirghsiebt could provide for operating and finanaingenants that would restrict our operations.

Credit Facilities

In August 2014, we entered into an amended andtezktredit agreement, or As®#sed Credit Facility, which allows us to borrow tep$180.0 milliol
and a revolving credit and guarantee agreemer@ash Flow Facility, which allows us to borrow upb®0.0 million.

Asset-Based Credit Facility

We entered into the AssBased Credit Facility with Silicon Valley Bank, 8B, as administrative agent and lender, and seeéhar lenders, includir
affiliates of Morgan Stanley & Co. LLC, SunTrust eson Humphrey, Inc., and Deutsche Bank Securlties The AsseBased Credit Facility allows us
borrow up to the lesser of (i) $180.0 million, iading up to $50.0 million for the issuance of |ettef credit and up to $25.0 million for swing liteans and (ii) th
borrowing base then in effect less the amount theatanding under letters of credit and loans. Atreowing base is determined by our collateral é&gbased c
several variables, including percentages of thekh@tue of certain eligible accounts receivable amkrcentage of certain eligible inventories. Baings unde
the AssetBased Credit Facility may be drawn as AlternateeBRate, or ABR, loans or Eurodollar loans, and mestin August 2018. ABR loans bear interest
variable rate equal to the applicable margin phes ftighest of (i) the prime rate, (ii) the fedefwahds effective rate plus 0.5%, and (iii) the Ewltar rate plu
1.0%, but in any case at a minimum rate of 3.25%ap@um. Eurodollar loans bear interest at a viisdte based on the LIBOR rate and Euro curreasgri:
requirements. We are also required to pay an arowmimitment fee on the average daily unused podfahe facility of 0.25%, 0.35%, or 0.45%, basedusag
of the facility.

We have the option to repay our borrowings underAbset-Based Credit Facility without penalty pti@maturity. The AsseBased Credit Facility requir
us to comply with certain financial covenants, utthg maintaining a consolidated fixed charge cagerratio of at least 1.1:1, consolidated leveragies o
between 3:1 and 2:1, and levels of liquidity of fexts than $15.0 million. The Asset-Based Creddilfa also requires us to comply with certain nfamancia
covenants. We were in compliance with these cousresof December 31, 2014 and March 31, 2015.

As of March 31, 2015, we had $160.0 million of daisling borrowings under the As€ased Credit Facility. Subsequent to March 31, 20& repair
$160.0 million of our indebtedness under our A&ased Credit Facility.

Cash Flow Facility

We entered into the Cash Flow Facility with anl&ffé of Morgan Stanley & Co. LLC, as administrati@gent and collateral agent, and several othdets
including SVB and an affiliate of SunTrust Robinsdomphrey, Inc. In October 2014, we entered intoramemental commitment joinder agreement witl
affiliate of Barclays Capital Inc., increasing therrowing limit under the Cash Flow Facility. Thesh Flow Facility allows us to borrow up to $50.0lion,
including up to $10.0 million for the issuance eftérs of credit and up
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to $10.0 million for swing line loans, and matunesAugust 2018. Borrowings under our Cash Flow Fganay also be drawn as ABR loans or Eurodoltzams
ABR loans under our Cash Flow Facility bear intee¢sa variable rate equal to the applicable mapiis the highest of (i) 3.5%, (ii) the prime rai@) the federa
funds effective rate plus 0.5%, and (iv) the adjddtIBOR rate plus 1.0%. Eurodollar loans under®©ash Flow Facility bear interest at a variable fat any da
based on the LIBOR rate and Euro currency resageirements. We are also required to pay an arowmamitment fee on the average daily unused podfdhe
facility of 0.375% or 0.5%, based on usage of #mlity. The Cash Flow Facility also requires ustmnply with certain financial covenants, includimgintaining
certain consolidated leverage ratios of betweenaBd 2:1, and other ndimancial covenants. We were in compliance withstheovenants as of December
2014 and March 31, 2015. As of March 31, 2015 wetrdoutstanding borrowings under the Cash FlowliBac

Our obligations under both of our credit facilities® secured by substantially all of our assetdudting our intellectual property.
Cash Flows
The following table summarizes our cash flows fa@ periods indicated:
Three Months Ended
Year Ended December 31 March 31,

2012 2013 2014 2014 2015
(in thousands)

Net cash provided by (used il

Operating activitie: $(6,889)  $33,17: $ 18,77«  $(9,487) $ 32,66(
Investing activities (2,505) (9,839 (24,18%) (599 (16,04¢)
Financing activitie: 7,74¢ 45,24 119,26 27,05: 25,56¢
Net change in cash and cash equival $(1,640) $68,58(  $113,85:  $16,97(  $42,18(

Cash Flows from Operating Activities

Net cash provided by operating activities of $3aillion for the three months ended March 31, 205 wrimarily due to net income of $48.0 million
non-cash adjustments of $16.8 million, partiallysef by a decrease in net change in operating sasset liabilities of $32.2 million. Nonash adjustmer
primarily consisted of the revaluation of the redeble convertible preferred stock warrant liabilityd stockbased compensation expense. The decrease
change in operating assets and liabilities was gmilgndue to a $64.3 million decrease in accourstgaple and accrued liabilities and other liabiitielated t
growth of expenditures to support general busimgesith, a $24.2 million increase in inventoriesdan$12.9 million decrease in income tax payabéetigly
offset by a $77.4 million decrease in accountsivet#e. Our days sales outstanding in accountsivale decreased from 58 days as of December 34 &
43 days as of March 31, 2015, primarily due to nignbf revenue within the quarter. Inventory levieés/e increased to support demand for the new pts
announced in the fourth quarter of 2014.

Net cash used in operating activities of $9.5 wnilfor the three months ended March 31, 2014 wiasapily due to a decrease in net change in opegy
assets and liabilities of $21.6 million, partialiffset by net income of $8.9 million and noash adjustments of $3.3 million. The decreaseeinchange i
operating assets and liabilities was primarily due $46.0 million decrease in accounts payableamtdued liabilities and other liabilities, paryabffset by ¢
$31.0 million decrease in accounts receivable.

Net cash provided by operating activities of $18iBion for 2014 was primarily due to net income $f31.8 million, partially offset by a decreaseniz
change in operating assets and liabilities of $30&llion, and noncash adjustments of $10.2 million. The decreasetrchange in operating assets and liabi
was primarily due to a $158.8 million increase @t@unts receivable due to increased sales in tmehfguarter of 2014 as a result of increased mbdemand,
$61.6 million increase in inventories as a resfili decrease in
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inventory turnover during 2014 primarily due torieased inventory levels for new products annouicéide fourth quarter of 2014, and a $60.5 milldetrease |
Fitbit Force recall liabilities, partially offsetyba $171.5 million increase in accounts payable aoctued liabilities and other liabilities relateml growth o
expenditures to support general business growtin-ddsh adjustments primarily consisted of deferraédapartially offset by the revaluation of the @ethabl
convertible preferred stock warrant liability. Odays sales outstanding in accounts receivable deedefrom 69 days as of December 31, 2013 to 58
of December 31, 2014 due to stronger collectiorthénfourth quarter of 2014 compared to the foqgrthrter of 2013.

Net cashprovided by operating activities of $33.2 millioorf2013 was primarily due to an increase in nenhgkan operating assets and liabilities of $
million and noneash adjustments of $20.8 million, partially offegta net loss of $51.6 million. The increase ih cteange in operating assets and liabilities
primarily due to a $77.9 million increase in accsupayable and accrued liabilities and other liaéd related to growth of expenditures to supperieral busine
growth, and a $72.7 million increase in Fitbit Forecall liabilities, partially offset by a $55.6llion increase in accounts receivable due to iasesl sales in tl
fourth quarter of 2013 as a result of increasedipcb demand, and a $47.4 million increase in inmées$ driven by higher levels of inventory to sugptemanc
Non-cash adjustments primarily consisted of provisiéms inventory obsolescence related to the FitbitcEorecall and the revaluation of the redeerr
convertible preferred stock warrant liability. Odeys sales outstanding in accounts receivable aeetdefrom 73 days as of December 31, 2012 to 69 day
December 31, 2013 due to stronger collectionserfdlrth quarter of 2013 compared to the fourthregnanf 2012.

Net cash used in operating activities of $6.9 wnillfor 2012 was primarily due to a decrease inchange in operating assets and liabilities of $dilion
and a net loss of $4.2 million, partially offset bgncash adjustments of $1.8 million. The increaseeinahange in operating assets and liabilities wasggily
due to a $22.2 million increase in accounts payahtkaccrued liabilities and other liabilities tethto growth of expenditures to support generairass growtl
partially offset by a $20.1 million increase in aoats receivable due to increased sales in thehfawrarter of 2012 as a result of increased prodentand, and
$9.4 million increase in inventories due to inceshimventory levels for products released in thetfoquarter of 2012. Nooash adjustments primarily consiste
depreciation and amortization.

Cash Flows from Investing Activities

Cash used in investing activities for the three therended March 31, 2015 of $16.0 million was duthé cash portion of the acquisition of FitStasi..(
million, net of cash acquired, and purchases op@rty and equipment.

Cash used in investing activities for the three therended March 31, 2014 of $0.6 million was dué&2d million used for purchases of property
equipment, partially offset by a $2.3 million inaee in restricted cash related to our operatingelebligations.

Cash used in investing activities for 2014 of $2thillion was due to $26.5 million used for purchasd# property and equipment, partially offset t
decrease of $2.3 million in restricted cash relatedperating lease obligations.

Cash used in investing activities for 2013 of $9i8ion was due to $7.5 million used for purchaséproperty and equipment, and a $2.3 million iasei
restricted cash related to our operating leas@atiins.

Cash used in investing activities for 2012 of $ai8lion related to purchases of property and eq@pm

In March 2015, we acquired FitStar for total coesation of $32.8 million, comprised of $13.6 miflimf common stock, $11.5 million of cash,
$7.7 million of contingent consideration. We detered the fair
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market value of the contingent consideration, adiogr to which we may be obligated to issue addiiarommon stock or pay cash, to be $7.7 milliorofathe
acquisition date. The actual amount of additiomathmon stock or cash to be paid, if any, will dependnarketsased events that may occur in the future. We
continue to use cash in the future to acquire lmssies and technologies that enhance and exparmoslurct offerings. Due to the nature of these tatisns, it i:
difficult to predict the amount and timing of suchsh requirements to complete such transactionam#yebe required to raise additional funds to catgpfutur:
acquisitions.

Cash Flows from Financing Activities

Cash provided by financing activities for the threenths ended March 31, 2015 of $25.6 million wamarily related to net borrowings of $25.5 mill
under our credit facilities.

Cash provided by financing activities for the threenths ended March 31, 2014 of $27.1 million wamarily related to net borrowings of $27.0 mill
under our credit facilities.

Cash provided by financing activities for 2014 @f19.3 million was primarily related to net borrogiof $119.1 million under our credit facilities.

Cash provided by financing activities for 2013 @6% million primarily consisted of net proceeds$d2.8 million related to the issuance of our Sefl
convertible preferred stock and net borrowings 22%$nillion under our credit facilities as well psoceeds from the issuance of common stock uportisgeo
stock options of $0.2 million.

Cash provided by financing activities for 2012 paiity consisted of $7.7 million of net borrowingsder our credit facilities, net of issuance costs.

Contractual Obligations and Other Commitments
The following table summarizes our non-cancelabletractual obligations as of December 31, 2014:

Payments Due By Perioc

More than
Less than 13 35
Total 1 Year Years Years 5 Years
(in thousands)
Debt principal and intere® $132,58¢ $132,58¢ $ — $ — $ —
Operating lease® 20,18¢ 4,224 11,36 4,59¢ —
Total $152,77° $136,81: $11,36¢ $4,59¢ $ —

(1) Interest payments were calculated using the appéiceate as of December 31, 2014. See note 7 ohdkes to our consolidated financial statementiudexl elsewhere in this prospectus. Subsequt
December 31, 2014, we repaid $133.0 million of long-term debt. As a result, the long-term debt #auld have been classified as long-term debs, éesrent portion, that was repaid was classifgetbag-
term debt, current portion, on our consolidatecdbad sheet as of December 31, 2(

(2) We lease our facilities under loterm operating leases, which expire at varioussdteough April 2020. The lease agreements fredpémtlude provisions which require us to pay taxesurance, (

maintenance cost

Purchase orders or contracts for the purchasertdiceggoods and services are not included in tleegaing table. The aggregate amount of purchass:
open as of December 31, 2014 was approximately .828illion. We cannot determine the aggregate arhofisuch purchase orders that represent contt
obligations because purchase orders may repreg#mirezations to purchase rather than binding agesgs. Our purchase orders are based on our cureeqt
and are fulfilled by our suppliers, contract marmtdigers, and logistics providers within short pds®f time. We subcontract with other companiesiémufactur
our products. During the normal course of businegsand our contract manufacturers procure compsriased
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upon a forecasted production plan. If we cancebafpart of the orders, we may be liable to ourpdieps and contract manufacturers for the coshefunutilize
component orders or components purchased by otrambmanufactures.

The table above excludes the liability for uncerteix positions of $10.0 million as of December 3Q214, due to the uncertainty of when the relage
settlements will become due.

During the three months ended March 31, 2015, wered into additional contractual obligations. @atal future noneancelable minimum payments un
non-cancelable contractual obligations were $185.5onilas of March 31, 2015, which consisted of $158ilion of debt principal and interest and $25.Blion
of operating leases. Subsequent to March 31, 20&5epaid $160.0 million of our long-term debt. Ttbeal future non-cancelable minimum payments umagr-
cancelable contractual obligations exclude theilitglfor uncertain tax positions of $11.1 millicas of March 31, 2015. The aggregate amount of piselorde!
open as of March 31, 2015 was approximately $3d#llion.

Subsequent to March 31, 2015, we entered intohioding letters of intent to enter into new opergtlease agreements. The leases, if entered iiotold
increase the amount of our leased space in SariBcan California, expire four to nine years frameit respective commencement dates and wouldtéfred into
increase our total future operating lease obligetioy approximately $101.4 million.

Off-Balance Sheet Arrangements
We have not entered into any off-balance sheehgemments and do not have any holdings in variaitégest entities.

Critical Accounting Polices and Estimates

Our managemerg’discussion and analysis of our financial conditd results of operations is based on our cafeteld financial statements, which h
been prepared in accordance with U.S. GAAP. Thpgegion of these consolidated financial statemeedsires us to make estimates and assumptionsffiea
the reported amounts of assets and liabilities taeddisclosure of contingent assets and liabiliieshe date of the financial statements, as welha reporte
revenue generated and expenses incurred duringepoeting periods. Our estimates are based on istorital experience and on various other factbes tve
believe are reasonable under the circumstanceseshés of which form the basis for making judgitsezbout the carrying value of assets and liaedithat are n
readily apparent from other sources. Actual resmigy differ from these estimates under differerstuagptions or conditions. We believe that the acting
policies discussed below are critical to understamaur historical and future performance, as thpekcies relate to the more significant areas g
management’s estimates, assumptions, and judgments.

Revenue Recognition

We generate substantially all of our revenue frbmdale of our connected health and fithess dewicdsiccessories. We also generate a small pationr
revenue from our subscriptidrased premium services. We recognize revenue wleugsive evidence of an arrangement exists, dglhas occurred, the sa
price is fixed or determinable, and collection émsonably assured. We consider delivery of ourymisdto have occurred once title and risk of loas hee
transferred. We recognize revenue, net of estimatdels returns, sales incentives, discounts, aled $ax. We generally recognize revenue for pragdsclic
through retailers and distributors on a $elbasis. We have determined our multiple elememrinrgements generally include three separate ah#dscounting. Th
first deliverable is the hardware and firmware atiséto the functionality of our connected headthd fitness devices delivered at the time of sBfe secon
deliverable is the software services included \lith products, which are provided free of charge emables users to sync, view, and accesstiraaldata on ot
online dashboard and mobile apps. The third dedivieris the embedded right
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included with the purchase of the device to recedrea when-and-if-available basis, future unspedifirmware upgrades and features relating topifeeluct’s
essential firmware. Commencing in the first quadeR2015, we began accounting for the embedded agha separate unit of accounting, which is whe
believe, through recent public announcements, wlecheated an implied obligation to, from time tméi, provide future unspecified firmware upgrades faature
to the firmware to improve and add new functioryai@ our health and fitness devices.

We allocate revenue to all deliverables based eir tielative selling prices. We use a hierarchydétermine the selling price to be used for allog
revenue to deliverables: (i) vendor-specific objecevidence, or VSOE, of fair value, (i) thigirty evidence, or TPE, and (iii) best estimatéhefselling price,
BESP, of selling price. We currently cannot essiblVSOE for any of our deliverables since nonehaf tleliverables are sold separately. Our proces
determining BESP considers multiple factors inahgdiconsumer behaviors and our internal pricing rhadel may vary depending upon the facts
circumstances related to each deliverable. BESBU{oiconnected health and fithess devices and uifiggeupgrade rights reflect our best estimatéhef selling
prices if they were sold regularly on a stadne basis and comprises the majority of the gearent consideration. BESP for upgrade rights otlgreanges fror
$1 to $5. TPE for our online dashboard and molglesds currently estimated at $0.99.

Amounts allocated to the delivered health and fitndevices are recognized at the time of delivyeryyided the other conditions for revenue recogn
have been met. Amounts allocated to our online lofzestd and mobile apps and unspecified upgradesriget deferred and recognized on a strdigbtbasis ove
the estimated usage period of approximately tenthson

We offer our users the ability to purchase subsorigbased premium services, through which our usemiwedncremental features, including access
digital personal trainer and in-depth analyticsareiing the uses personal metrics. Amounts paid for premium supsgons are deferred and recognized rat
over the service period which is typically 12 mantRevenue from subscription-based premium serviessless than 1% of revenue for all periods presen

In addition, we offer access to a customized cat@odashboard tool to certain customers in ouraratp wellness offering. This tool is currently g
offered at no cost for the first year. We are autfseunable to establish VSOE or TPE for the cogperdashboard tool. Current BESP of $20,000 forctrporat:
dashboard is determined based on our internalngriciodel for anticipated renewals for existing oostrs and pricing for new customers. Revenue dkact th
corporate dashboard is deferred and recognizedstraightline basis over the estimated access period of d2ms. Revenue from the corporate dashboart
was less than 1% of revenue for all periods presknt

We account for shipping and handling fees billecctistomers as revenue. Sales taxes and value aalesi collected from customers are remitte
governmental authorities, are not included in reserand are reflected as a liability on our comstéd balance sheets.
Rights of Return, Stock Rotation Rights, and PriBeotection

We offer limited rights of return, stock rotatioigiits, and price protection under various poligind programs with our retailer and distributor oustrs an
end-users. Below is a summary of the general pianssof such policies and programs:

. Certain retailers and distributors are allowedetum products that were originally sold throughatoend-user, called “open boséturns, and suu
returns may be made at any time after original.:

. All purchases through Fitbit.com are covered byaldy right of return.
. Distributors are allowed stock rotation rights whare limited rights of return of products purctthdering a prior period, generally one quarter.
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. Distributors and retailers are allowed return rigiur defective products.

. Certain distributors are offered price protectibattallows for the right to a partial credit forsatd inventory held by the distributor if we redube
selling price of a produc

We meet all conditions required to recognize reeeatithe time of sale when a right of return exifr example, our price to the buyer is fixe
determinable at time of sale; the bugeobligation to pay is not contingent on resaleéhef product; and we are able to reasonably estithateamount of futu
returns. We estimate and record reserves for theeies and programs as a reduction of revenueagcdunts receivable. On a quarterly basis, theuatol
revenue that is reserved for future returns isutated based on historical trends and data speoiféach reporting period. We review the actualrret evidence
in prior quarters as a percent of related reveawtetermine the historical returns rate. We thgulyathe historical rate of returns to the curreetipd revenue as
basis for estimating future returns. Through Ma&8&h2015, actual returns have primarily been dpaxreturns. In addition, through March 31, 2018, vave ha
minimal stock rotation or price protection claiffhen necessary, we also provide a specific rederveroducts in the distribution channel in excetgsstimate
requirements. This estimate can be affected byatheunt of a particular product in the channel,rtite of sellthrough, product plans, and other factors. We
consider whether there are circumstances whichnesylt in anticipated returns higher than the histb return rate from direct customers and recradditione
reserve as necessary.

Sales Incentives

We offer sales incentives such as cooperative &idirey and marketing development fund programsates) and other incentives. We record coopel
advertising and marketing development fund progratls customers as a reduction to revenue unlessegeive an identifiable benefit in exchange fardits
claimed by the customer and can reasonably estithatéair value of the identifiable benefit recalyén which case we will record it as a marketikgense. W
recognize a liability with a reduction to revenoe ffebates or other incentives based on the egtthahount of rebates or credits that will be clairbg customer:

Inventories

Inventories consist of finished goods and compopents, which are purchased from contract manufacfiand component suppliers. Inventories ared
at the lower of cost or market on a first-in, fitt basis. We assess the valuation of inventory merébdically write down the value for estimateccess an
obsolete inventory based upon estimates of futameathd and market conditions.

Product Warranty

We offer a standard product warranty that our petslwill operate under normal use for a periodré-gear from the date of original purchase, excephé
European Union where we provide a tyear warranty. We have the obligation, at our optio either repair or replace the defective prodatthe time revent
is recognized, an estimate of future warranty cisstecorded as a component of cost of revenuesofsathat affect the warranty obligation includeduct failure
rates and service delivery costs incurred in cdirrgahe product failures. The warranty obligat@ees not consider historical experience of theitfibrce produc
as a separate reserve has been established feithiiie=orce recall. Our products are manufactrgdontractor manufacturers, and in certain casesnay hav
recourse to such contract manufacturers.

Fitbit Force Product Recall

We established reserves for the Fitbit Force raghén circumstances giving rise to the recall bec&nown. We considered various factors in estingattir
product recall exposure.

79



Table of Contents
Index to Financial Statements

These include estimates for:

. refunds and product returns from retailer and ihistor customers and enders, which were charged to revenue and costwente on th
consolidated statements of operatic

. logistics and handling fees for managing produtirres and processing refunds, obsolescence dfaod-inventory, cancellation charges for exis
purchase commitments and rework of component imvgridy our contract manufacturers, wraéfs of tooling and manufacturing equipment, wi
were charged to cost of revenue on the consolidatgdments of operations; a

. legal fees and settlement costs, which were chamgdneral and administrative expenses on theotidased statements of operations.

These factors above are updated and reevaluatédpesiod and the related reserves are adjusted ¥awtors indicate that the recall reserves areet
insufficient to cover or exceed the estimated pobdecall expenses.

Business Combinations, Goodwill, and Intangible Ass

We allocate the fair value of purchase considenatiotangible assets, liabilities assumed, anchgitde assets acquired based on their estimateddhies
The excess of the fair value of purchase consieratver the fair values of these identifiable &ssed liabilities is allocated to goodwill. Thdaghtion of th:
purchase consideration requires management to sighk#icant estimates and assumptions, especiatly imspect to intangible assets. These estimatesclude
but are not limited to, future expected cash flésesn acquired customers, acquired technology, esxtetnames from a market participant perspectsefulilives
and discount rates. Managemsrgstimates of fair value are based upon assunsphielieved to be reasonable, but which are inhigrantertain and unpredictal
and, as a result, actual results may differ frotimegtes. During the measurement period, which isaupne year from the acquisition date, we may nd
adjustments to the assets acquired and liabilagsumed, with the corresponding offset to goodwdibon the conclusion of the measurement period
subsequent adjustments are recorded to earnings.

We assess goodwill for impairment at least annuadly whenever events or changes in circumstandesate that the carrying value of the asset maybe
recoverable. Consistent with our determination thathave one reporting segment, we have deterntimgtdthere is one reporting unit and test goodfuit
impairment at the entity level. We test goodwilingsthe two-step process in accordance with ASC 3Btangibles—Goodwill and Otherln the first step, w
compare the carrying amount of the reporting umithie fair value based on the fair value of our cmn stock. If the fair value of the reporting ueiceeds tt
carrying value, goodwill is not considered impaiggtt no further testing is required. If the cargyiralue of the reporting unit exceeds the fair galgoodwill i
potentially impaired and the second step of theainmpent test must be performed. In the second stepyould compare the implied fair value of the dwdl, as
defined by ASC 350, to its carrying amount to deiee the amount of impairment loss, if any.

Acquired finitelived intangible assets are amortized over theimeged useful lives. We evaluate the recoverabiit our intangible assets for poss
impairment whenever events or circumstances inglitedt the carrying amount of such assets may eo¢doverable. Recoverability of these assets &sored b
a comparison of the carrying amounts to the futumdiscounted cash flows the assets are expecigehterate. If such review indicates that the caggmount ¢
property and equipment and intangible assets isrewiverable, the carrying amount of such assetsdaced to fair value. We have not recorded argh
impairment charge during the years presented.

Income Taxes

We utilize the asset and liability method of acdmm for income taxes, which requires the recognitof deferred tax assets and liabilities for exge
future consequences of temporary differences betwrez

80



Table of Contents
Index to Financial Statements

financial reporting and income tax bases of assetsliabilities using enacted tax rates. We makienases, assumptions, and judgments to determinexpens
(benefit) for income taxes and also for deferred dasets and liabilities and any valuation allovesncecorded against our deferred tax assets. \ssas
likelihood that our deferred tax assets will beonezred from future taxable income and, to the extenbelieve that recovery is not likely, we esistbla valuatio
allowance.

The calculation of our expense (benefit) for incommees involves the use of estimates, assumptams,judgments while taking into account curren
laws, our interpretation of current tax laws, amggible outcomes of future tax audits. We havebéisteed reserves to address potential exposuratedeto ta
positions that could be challenged by tax autresitAlthough we believe our estimates, assumptams judgments to be reasonable, any changes lavear ou
interpretation of tax laws and the resolutions ofeptial tax audits could significantly impact tamounts provided for income taxes in our consatiddinancia
statements.

The calculation of our deferred tax asset balangelves the use of estimates, assumptions, anavjadts while taking into account estimates of thewmt:
and type of future taxable income. Actual futureergting results and the underlying amount and typ@&come could differ materially from our estims,
assumptions, and judgments, thereby impactingioan€ial position and operating results.

We include interest and penalties related to urgeized tax benefits within income tax expense.rbgeand penalties related to unrecognized taxfits
have been recognized in the appropriate periodsepted.

Estimated Fair Value of Convertible Preferred StotMarrants

Warrants for shares that are contingently redeemabich as our convertible preferred stock arewated for as freestanding instruments. These wes
are classified as liabilities on our balance shartkare recorded at their estimated fair valughétend of each reporting period, changes in stienated fair valu
during the period are recorded as a componenthef dhcome (expense), net. We will continue to sidjbese liabilities for changes in fair value Ltite earlier ¢
the expiration or the exercise of the warrantyjpon their automatic conversion into warrants tochase common stock in connection with this offgrsuich the
they qualify for equity classification and no fuettremeasurement is required.

We estimate the fair values of our convertible gnefd stock warrants using the Black-Scholes ogtigcing model based on inputs as of the valu:
measurement dates, including the fair values ofcouawertible preferred stock, the estimated vatgtdf the price of our convertible preferred stpthe expecte
term of the warrants, and the risk-free interesdsa

Stock-Based Compensation

Stockbased compensation is measured at the grant dsee lba the fair value of the award and is recogh@eexpense, net of estimated forfeitures,
the requisite service period, which is generally¥lsting period of the respective award.

Determining the fair value of stoddased awards at the grant date requires judgméetfdir value of RSUs is the fair value of our coomstock on th
grant date. We use the Black-Scholes oppidning model to determine the fair value of stagitions. The determination of the grant date failug of stoc
options using an optiopricing model is affected by our estimated commioelsfair value as well as assumptions regardingraber of variables. These varial
include the fair value of our common stock, ourented common stock price volatility over the expddife of the options, expected term of the stopkon, risk-
free interest rates, and expected dividends, whielestimated as follows:

Fair Value of Our Common StocKhe fair value of the shares of common stock dygitey stock options has historically been estatdis by our board
directors, which is responsible for these estimated has been
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based in part upon a valuation provided by an ieddpnt thirdearty valuation firm. Because there has been ndigutarket for our common stock, our boart
directors considered this independent valuation @hér factors, including, but not limited to, revwe growth, the current status of the technical @mmercie
success of our operations, our financial condittbe, stage of our development and competition tabéish the fair value of our common stock at tingetof gran
of the option. The fair value of the underlying aoon stock will be determined by the board of disestuntil such time as our common stock is listacacstoc
exchange.

Expected Term The expected term represents the period overhahie anticipate stockased awards to be outstanding. We do not havieisulff historica
exercise data to provide a reasonable basis up@rhwi estimate expected term due to the limitedopleof time stocksased awards have been exercisable.
result, for stock options, we used the simplifiedtiod to calculate the expected term estimate basede vesting and contractual terms of the optidmder th:
simplified method, the expected term is equal edherage of the stock-based award’'s weighted geemsting period and its contractual term.

Volatility . Expected volatility is a measure of the amounwjch the stock price is expected to fluctuate. &¥mate the expected volatility of the comr
stock underlying our stock options at the graneday taking the average historical volatility oetcommon stock of a group of comparable publichdéx
companies over a period equal to the expecteafifee options.

Risk-Free Rate The risk-free interest rate is estimated averatggest rate based on U.S. Treasury zemgpon notes with terms consistent with the expul
term of the awards.

Dividend Yield. We have never declared or paid any cash dividandsdo not presently plan to pay cash dividendheérforeseeable future. Conseque
we used an expected dividend yield of zero.

The following table summarizes the assumptiongirgao our stock options as follows:

Year Ended December 31 Three Months Ended March 31,

2012 2013 2014 201471 2015
Expected term (in years) 6.25 6.00- 6.25 6.25 — 6.25
Volatility 60.0%- 60.62% 60.57%- 62.03% 54.83%- 60.94% —% 52.98%— 56.90%
Risk-free interest rat 0.95%—-1.17% 1.04%- 1.93% 1.73%—- 2.04% —% 1.59%- 1.73%
Dividend yield —% —% —% —% —%

(1) We did not grant any stock options in the three tm®ended March 31, 201

In addition, we are required to estimate the amafnstockbased compensation we expect to be forfeited basedur historical experience. T
assumptions used in calculating the fair valuéhefdtockbased awards represent management judgment. Asilg iefactors change and different assumptiae
used, the stock-based compensation expense coutétegially different in the future.

Common Stock Valuations

Given the absence of a public trading market ofammmon stock, and in accordance with the Amerinatitute of Certified Public Accountants Accoury
and Valuation Guideyaluation of Privately-Held Company Equity Secestissued as Compensatipaur board of directors exercised reasonable jgran:
considered numerous and subjective factors to mi@terthe best estimate of fair value of our commatotk, including independent thiphrty valuations of ol
common stock; the prices at which we sold sharesuofconvertible preferred stock to outside invesia armslength transactions; the rights, preferences
privileges of our convertible preferred stock riatto those of our common stock; our operatingiltssfinancial position, and capital resourcesrent busines
conditions and projections; the lack of market&pitif our common stock; the
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hiring of key personnel and the experience of oanagement; the introduction of new products; cagetf development and material risks related tdasines:
the fact that the option grants involve illiquicceeities in a private company; the likelihood ohaving a liquidity event, such as an initial pebdiffering or a sa
of our company given the prevailing market condisi@nd the nature and history of our business;simgirends and competitive environment; trendsansume
spending, including consumer confidence; and ove@dnomic indicators, including gross domesticduat, employment, inflation and interest rates, &ma
general economic outlook.

We performed valuations of our common stock thektmto account the factors described above. Wd tige valuation approaches to determine the e
value of our business. The income approach estsrthtefair value of a company based on the prassdoe of the compang’future estimated cash flows and
residual value of the company beyond the forecasbg. These future cash flows, including the cieivs beyond the forecast period for the residudle, ar
discounted to their present values using an apa@pdiscount rate, to reflect the risks inherenthie company achieving these estimated cash flotes.secon
valuation approach is the market approach. We asegimbination of the guideline public company mdthaad the guideline transaction method in applyfre
market approach. The guideline public company nektiscbased upon the premise that indications afievdébr a given entity can be estimated based upe
observed valuation multiples of comparable pubbenpanies, the equity of which is freghgded by investors in the public securities markd@he guidelin
transaction method is based upon the premisentatations of value for a given entity can be eatied based upon the valuation multiples impliedragsaction
involving companies that are comparable to theesilgntity. We used both of these valuation apgresat each valuation date and weighted the melihgiee
equally. The resulting value was then allocatedhares of convertible preferred stock, common steckrants, and options using an optjmicing model
Additionally, we have applied a discount for ladkmarketability to the value of the common stoclatzount for a lack of access to an active pubicket.

Following this offering, it will not be necessary determine the fair value of our Class A commartlstusing these valuation approaches as sharesr
Class A common stock will be traded in the publirket.

Based on an assumed initial public offering pri€&15.00 per share, which is the midpoint of thiegrange set forth on the cover page of this proiss
the aggregate intrinsic value of stock options tamding as of March 31, 2015 was $607.0 milliorthvfi268.9 million related to vested stock optidnsaddition
we granted 291,630 RSUs to employees in March 2@ttba grant date fair value of $3.7 million and22153 RSUs to employees in May 2015.

Quantitative and Qualitative Disclosures about Marlet Risk
We are exposed to market risks in the ordinary smof our business. These risks primarily includerest rate and foreign currency risks as follows:

Interest Rate Risk

As of December 31, 2014 and March 31, 2015, we desh and cash equivalents of $195.6 million and7®anillion, respectively, which consis
primarily of bank deposits and money market furlsch interesearning instruments carry a degree of interestrigke However, historical fluctuations of inter
income have not been significant.

As of December 31, 2014, we had indebtedness db.91@illion under the Assdased Credit Facility and $8.0 million under thesR&low Facility. Th
borrowings under the Ass8ased Credit Facility bore interest at a rate @5% as of December 31, 2014. The borrowings urfierGash Flow Facility bo
interest at 3.59% as of December 31, 2014 and vepaid in March 2015. As of March 31, 2015, we hatebtedness of $160.0 million under the ABase(
Credit Facility. The borrowings under the Asset-Bh€redit Facility bore interest at a rate of 4.2&88@f March 31, 2015 and were repaid in April 2015
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To date, we have not been exposed, nor do we patécibeing exposed, to material risks due to claigénterest rates. A hypothetical 10% chancg
interest rates during any of the periods presewtadd not have had a material impact on our codatdid financial statements.

Foreign Currency Risk

To date, all of our inventory purchases have besrodhinated in U.S. dollars. Our international salesprimarily denominated in foreign currencied any
unfavorable movement in the exchange rate betwe8Snddllars and the currencies in which we congatgs in foreign countries could have an advergadtor
our revenue. A portion of our operating expensesiacurred outside the United States and are deraied in foreign currencies, which are also subie
fluctuations due to changes in foreign currencyhexge rates. In addition, our suppliers incur mewmsts, including labor costs, in other currencigsthe exter
that exchange rates move unfavorably for our sepplithey may seek to pass these additional coste as, which could have a material impact on gnas:
margins. Our operating results and cash flowstaszefore, subject to fluctuations due to changédsrieign currency exchange rates. However, wesbelthat th
exposure to foreign currency fluctuation from opi@igaexpenses is relatively small at this timelasrelated costs do not constitute a significamtigo of our tota
expenses. We recognized net gains (losses) of)&tOlion, $(2.7) million, $0.1 million, and $(2.#illion from foreign currency gains and losse2013, 201«
and for the three months ended March 31, 2014 @i&,xespectively. Foreign currency gains and kssere insignificant in 2012. As we grow our opienas
our exposure to foreign currency risk could becanme significant. In December 2014, we entered foteign currency exchange contracts for hedginds
difficult to predict the effect hedging activitiegould have on our operating results. We analyzedfeeign currency exposure to identify assets katilities
denominated in other currencies. A hypothetical k}fange in exchange rates between those curremuiethe U.S. dollar would not have materially atiéelcou
operating results.

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards r8par FASB, issued Accounting Standards Updated2i¥, or ASU 20189, regarding Accountir
Standards Codification Topic 60Bevenue from Contracts with Customef$is ASU affects any entity that either entett® icontracts with customers to tran:
goods and services or enters into contracts fotrdmesfer of nonfinancial assets. ASU 2@1will replace most existing revenue recognitiaridgnce when
becomes effective. The standadore principle is that a company will recognieeenue when it transfers promised goods or sert@esstomers in an amol
that reflects the consideration to which the conypexpects to be entitled in exchange for those gandservices. In doing so, companies will needsge mor
judgment and make more estimates than under thently effective guidance. These may include idgimg performance obligations in the contract, rastiing
the amount of variable consideration to includ¢hia transaction price and allocating the transagqpiice to each separate performance obligatiotd 281409 i<
effective for annual periods beginning after Decenttb, 2016, including interim periods within theriod. Early adoption is not permitted. The FARBeantl)
issued an exposure draft of a proposed ASU thatdvdelay the effective date of ASU 2008-by one year and allow for early adoption. We eugrently
evaluating the impact of this guidance on our foiahstatements.

84



Table of Contents
Index to Financial Statements

LETTER FROM JAMES PARK AND ERIC N. FRIEDMAN

Over 8 years ago, in early 2007, we started Fitith the vision that sensors, data, and amazingveoé could transform the way people think abouatlth
and fitness. Success was never obvious, easy,avagteed, and we would like to thank everyone vaireefd us on the journey. Thanks to the employedstbit
who believed in the vision and who have worked jpasgely to create something incredible out of mahThanks to our users who have trusted our grisdan:
our company to improve their lives. Thanks to aweistors who believed in us and the opportunity.

The journey is not over and, in fact, it is jusglming. This offering is just one milestone amdhg many that we have reached in the past andeeith it
the future. We hope that all of us will continuevess have in the past: focused on the loeign and creating and transforming while remairtinghble and deep
appreciative of everything that we achieve andgaren.

James and Eric
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BUSINESS

Our Mission
Fitbit helps people lead healthier, more activediby empowering them with data, inspiration, anidance to reach their goals.
Overview

Fitbit is transforming the way millions of peopleoand the world achieve their health and fitnesalgoThe Fitbit platform combines connected heatit
fithess devices with software and services, incigdin online dashboard and mobile apps, data &wmlynotivational and social tools, personalizesights, an
virtual coaching through customized fithess plamd @mteractive workouts. Our platform helps pedpeome more active, exercise more, sleep bettesnearte!
and manage their weight. Fitbit appeals to a langeinstream health and fitness market by addredbiese key needs with advanced technology embeitd
simple-touse products and services. We pioneered the cathéealth and fithess market starting in 2007, sinde then, we have grown into a leading gl
health and fithess brand. As of March 31, 2015haee sold over 20.8 million devices since inceptidocording to The NPD Group, we held the leadingifior
in the U.S. connected activity tracker market, veith85% share, by dollars, in the first quarte2@f5.

The core of our platform is our family of six wehla connected health and fitness trackers. The&-based and “clippabledevices automatically tra
users’ daily steps, calories burned, distance teaydloors climbed, and active minutes and dispkaltime feedback to encourage them to become moreeac
their daily lives. Most of our trackers also meassieep duration and quality, and our more advapeeducts track heart rate and GP&sed information such
speed, distance, and exercise routes. Severak afemices also feature deeper integration with ggshanes, such as the ability to receive call antinietification:
and control music. In addition, we offer a Wiconnected scale that records weight, body fat,BMI. We dedicate significant resources to depiglg proprietar
sensors, algorithms, and software to ensure thapmducts have highly accurate measurements,htfaiganalytics, compact sizes, durability, andddvatten
lives. We are able to enhance the functionality feadures of our connected devices through wiraleskates.

Our platform also includes our online dashboard mobile apps, which wirelessly and automaticallgcswith our devices. Our platform allows our us®
see trends and achievements, access motivatiasialgoch as virtual badges and reide progress notifications, and connect, sup@orti compete with frien
and family. Our direct connection with our userslges us to provide personalized insights, premsemices, and information about new products amdcss
Premium services include virtual coaching througbtemized fitness plans and interactive vitbeased exercise experiences on mobile devices anguters. |i
addition, we extend the value of our platform thlglbwour open API, which enables thipdsty developers to create health and fitness #psinteract with ot
platform. Through our open platform and our largenmunity of users, we have established a growimgystem that includes thousands of ttpedty health ar
fithess apps that connect with our products ancuecé the Fitbit experience.

*

See"Industry and Market Daf”
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COHNBOTED HEALTH & FITRESS DEVICES

oo [

NADGIS CHALENGES. MOTINCATIONS ToOIAL

Our platform enables all types of people to gethiitir own way, whatever their interests and go@ls. users range from people interested in impigptireil
health and fitness through everyday activitiesridueance athletes seeking to maximize their perioica. To address this range of needs, we desigdemires
apps, and services to be easy to use so that ithegyaimlessly into peopledaily lives or activities. Our users can sync tHgibit devices with, and view th
dashboard on, their computers and over 150 molelécds, including iOS, Android, and Windows Phomedpicts. This broad compatibility, combined withr
marketleading position, has enabled us to attract whateleeve is the largest community of connected theahd fitness device users. The size of our
community increases the likelihood that our usetshe able to find and engage with friends andifgntreating positive network effects that reirferour growtt
In addition, data from our large community enahle$o enhance our product features, provide immtavgights, and offer more valuable guidance farusers.

We have rapidly grown to become a leading globaltheand fitness brand. We sell our products inr @000 retail stores and in more than 50 cous
through our retailers’ websites, through our onlétere at Fitbit.com, and as part of our corporagdiness offering. Our broad distribution and méakeading
connected health and fitness platform have drivgnificant growth since our foundingn 2011, 2012, 2013, and 2014, we had revenue 45$tillion, $76.
million, $271.1 million, and $745.4 million, respiely, net income (loss) of $(4.3) million, $(4.&illion, $(51.6) million, and $131.8 million, resgtively, an
adjusted EBITDA of $(4.0) million, ($2.4) millior$79.0 million, and $191.0 million, respectively.rRbe three months ended March 31, 2014 and 20&%an
revenue of $108.8 million and $336.8 million, respeely, net income of $8.9 million and $48.0 nali, respectively, and adjusted EBITDA of $42.0 imill anc
$93.4 million, respectively. See the section titl&klected Consolidated Financial and Other Datajustdd EBITDA” for information regarding our use
adjusted EBITDA and a reconciliation of adjustedHBA to net income (loss). The number of devicessetl grew from 0.2 million in 2011, to 1.3 millidn
2012, to 4.5 million in 2013, and to 10.9 milliam 2014, and from 1.6 million in the three monthslesh March 31, 2014 to 3.9 million in the three nienénde
March 31, 2015. We also had 0.6 million, 2.6 miilic6.7 million, and 9.5 million active users asd¥cember 31, 2012, 2013, and 2014, and March 315,
respectively. See the section titled “ManagemeBisussion and Analysis of Financial Condition &esults of Operations—Key Business Metriftg” additiona
information regarding devices sold and active uaearslimitations of the active user metric.
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Powerful Trends Driving Our Market
Several powerful trends are driving the growthhef tonnected health and fitness market:

Individuals and employers are increasingly focusexh health and fithess.A variety of factors, such as changing consumeestifles an
demographics, combined with rising healthcare casth employersincreased emphasis on productivity, are leadindviddals and employers
increasingly focus on health and fitness. Basethfanmation from industry sources, we estimate comers spent over $200 billion in 2014 on he
and fitness services, such as gym and health cleimberships, commercial weight management servames$,consumer health products, suc
weight management products and dietary suppleméntaddition, IBISWorld estimates that the corperatellness industry will grow from $3
billion in 2014 to $11.3 billion in 2019 in the Uad States’

Advances in technology have enabled the emergerfceoanected device:Recent technological advances in sensors, loweepeamponents, al
longeriife batteries, combined with the introduction ofreless standards, such as Bluetooth low energye kaabled the emergence of conne
devices that are smaller, more po-efficient, track a broader range of biometric data fit a wide range of consumer preferen

Mobile devices have become the preferred platforon &ccessing informationThe rapid and broad proliferation of smartphoned tablets he
transformed the way individuals interact with apations and content online. Mobile devices havelvecthe preferred platform for people to ac
information and manage their lives, as well asgimary hub to connect a variety of consumer desiéecording to Gartner, by 2018 more than !
of users will go to a tablet or smartphone firstd online activities*

More individuals are turning to technology soluti@to improve health and fitnesiIndividuals are increasingly using mobile apps atiter softwar
to improve health and fitness, allowing consumerditectly manage and track their health and fénasunprecedented ways. According to The |
Group, over 25% of U.S. consumers reported usifitnass app on their smartphorigGoogle also reported that health and fithess wadahtes
growing app category on Google Play in 2014. Irdlials are seeking to better understand their ovattthend fitness and achieve related ¢
through more personalized data and insights. Iddafs want to access this information anytime amgiviere and also to connect with others
motivation and encouragement. This has drivenriheease in softwarkased analytics and mobile apps for health andd#nallowing consumers
directly manage and track their health and fitnessiprecedented way

* Our active user metric tracks the number of usérs ave an active subscription to our services, pdired a tracker or scale to an account, or whgdd at least 100 steps or took a weight measutemitin
three months of the measurement date. Theref@eadfive user metric does not measure continuagsment of individual users with our platform ahdwd not be used for that purpose. See the setitlied
“Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatio—Key Business Metri—Active User” for a description of the limitations related to #wive user metric
See"Industry and Market Daf”
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Our Market Opportunity

According to IDC, consumer spend on the wearablécds market is growing faster than on any segnrettie global consumer electronics markdn
2014, shipments of wearable devices more tharettipbmpared to the prior year, reaching a total®6 million units shipped. IDC expects the market 1
wearable devices will reach 126.1 million unitspgfed in 2019, representing a $27.9 billion worldsvidvenue opportunity We believe that we have been on
the drivers of the growth of the wearable deviceskat, and that the future growth of this mark@resents a significant opportunity for us. Furtkearwe continu
to expand our platform and as consumers increasiiglv our connected health and fitness productssaivices as an alternative or complement to dtbattt
and wellness activities, we believe there is anoomity to extend our addressable market to tlwader health and fithess market. Based on infoomdtion
industry sources, we estimate this market represemver $200 billion opportunity and includes sianer spend on health and fitness services, sugfinasn
health club memberships, commercial weight manageservices, and consumer health products, sueteaht management products and dietary supplen
The broader health and fithess market, howeversepts several challenges to overcome before welseeto take advantage of this opportunity, inaig
competition from larger, more established tradioinealth and fithess companies, uncertainty ashtether consumers will adopt our products and sesvas &
alternative or complement to other health and vesknactivities, and our relative lack of experieselting other products and services. Furthermatgle we
believe that our active user metric is an indicaibthe size and growth of our community, it is motmeasure of the levels of continuous engagenfeatir
individual users over periods of time and doestratk the number of individual users that have bezdnactive on our platform in a period. As suctw, active
user metric is not necessarily an indicator of ¢sime and growth of our engaged user community, whadbelieve to be the most likely to purchase add#
products and services on our platform, such aswbscription-based premium services.

Our Solution—The Fitbit Platform
Our leading connected health and fitness platf@roesigned to enable our users to improve theitthaad fithess by:

. Tracking activities through our connected health drfithess devicesWe empower users to live healthier, more activestifles by both tracking t
information that matters most to them and providimgm with reakime feedback. Our connected health and fithesgdswspan multiple styles, fo
factors, and price points, addressing the needsvefyone—from people simply looking to get fit by increasititeir activity levels to enduran
athletes seeking to maximize their performance. @awices, which include wrist-based and clippalilee§s trackers and our Wi-connected sca
feature proprietary and advanced sensor technalagid algorithms as well as high accuracy and lmattery life. In addition, the ease of use
small, lightweight, and durable designs of our desimake them fit effortlessly into our u¢ lifestyles.

. Learning through our online dashboard and mobile pp. We offer our users a personalized online dashba@awd mobile apps that sy
automatically with, and display data from, our cected health and fithess devices. We provide oarsuwith a wide range of information ¢
analytics, such as charts and graphs of their pesgand the ability to log caloric intake. Both online dashboard and mobile apps are free and
with all of our connected health and fitness dewic@ur internallydeveloped software is regularly updated and enlthricereasing the utility of o
health and fitness platform. Our apps were ranketie top five among Health & Fitness apps in ibthiOS App Store and Google Play during 2
and during the first quarter of 201

. Staying motivated through social features, notifii@ns, challenges, and virtual badgeOur products help millions of users achieve theilg botl
individually and within the community th

*

See"Industry and Market Daf”
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they choose. On an individual level, we motivaterssby delivering redaime feedback, including notifications, leaderboarttl challenge updat
and virtual badges. Our platform also offers usersal features that allow them to receive and idsupport and engage in friendly competil
Users can securely share some or all of their heaid fithess information on an adptbasis with friends, family, and other partiesl amompet
against each other on key statistics through lémadeds and daily or multiay fitness challenges. In addition, users can shdoo share their data w
thousands of third-party apps and through socialoiks on an opin basis. As users create more connections onewmank, they often benefit fro
higher levels of fitness activity and overall vafuem our platform. Users with just one or morefril on our platform take on average approxim
8% more steps per day than users with no friendsuomplatform and are more than twice as likelyemain active on our platform for longer thar
months.

. Improving health and fithess through go-setting, personalized insights, premium servicaed virtual coaching.Our primary goal is to help o
users improve their health and fitness. We bel@mweplatform assists users in changing their dadlgavior, such as eating healthier foods or gaam
a run or walking more to reach a goal or win a lelmgle. We empower our users to set their own heaithfithess goals and track their prog
towards these goals. We also offer premium senoees subscription basis that provide personaliasights and virtual coaching through custom
fitness plans and interactive video-based exemperiences on mobile devices and computers. Gamipm services feature oepth data analys
and personalized reports, as well as benchmarkjamst peers

Our Competitive Strengths—What Sets Us Apart
We believe the following strengths will allow usrt@intain and extend our leadership position:

. Leading market position and global bran©ur singular focus on building a connected heattth tness platform, coupled with our leading ma
share, has led to our brand becoming synonymous thvt connected health and fithess category. Aaegred The NPD Group, we had the higt
selling connected activity trackers in the Unitedt&s in the first quarter of 2015, with an 85%rshaf the U.S. connected activity tracker markg
dollars, up from 70% for the year 2014 and 59%tieryear 2013.1n addition, according to The NPD Group, Fitbit §irwhich we began selling
December 2014, was the highest selling GPS fitnegsh in the United States in the first quarteR015, with a 61% share of the U.S. GPS fit
watch market, by dollars, up from 3% in 201%e also had nine of the top ten selling fitnessvdgttrackers stock keeping units, or SKUs, in 2(
according to The NPD Group.Since launching our first connected health andefitndevice in September 2009, we have sold ov&rraillion
connected health and fitness devices as of MarcRB@®I5, including more than 10.9 million in 20:

. Broad range of connected health and fithess devicWe believe everyone’ approach to fitness is different, so we offer asers a range
connected health and fithess devices spanning pfuiyles, form factors, and price points to allp@ople to find the devices that fit their lifests
and goals. In addition to our wrist-based and ellgp wearable health and fitness devices, we dfseo @ Wi-Fi connected scale that tracks wei
body fat, and BMI. We believe the breadth of ounmected health and fitness devices provides usavitbmpetitive advantage over our competi
which often have a more limited line of produr

. Advanced, purpos-built hardware and software technologie®ur connected health and fithess devices leveradjesirystandard technologies, st
as Bluetooth low energy, as well as proprietanhtedogies, such as our PurePulse continuous haterttracking, and our algorithms that
accurately measure and analyze user health ams$itmetrics. We devote significant resources tarerthat our devices effortlessly fit into our user
lifestyles. For example, we design our small, Ngkight, durable, and fashionable products to beroped for power efficiency, which enabl

*

See“Industry and Market Dat”
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automatic wireless data syncing without comprongidiattery life. We place a similarly strong emphasi our online dashboard and mobile ap
provide users with visualization of their progressl personalized guidance. Our highbalable cloud infrastructure enables millions £érs aroun
the world to engage with our platform in I-time.

Broad mobile compatibility and open APOur broad mobile compatibility and open API enablarge and growing health and fithess ecosysteu
provides additional value to our existing users exignds our reach to potential new users. OussieeT sync their Fitbit devices with, and view t
online dashboard on, their computers and over 18bilendevices, including iOS, Android, and WindoRisone products. This broad compatibi
combined with our markdeading position, has enabled us to build what ekebe is the largest community of connected heaitt fitness devic
users. It also maximizes our addressable marketuasonnected health and fitness devices and malpifss operate on more consumer dev
Additionally, we enable seamless integration withusands of apps across iOS, Android, and Winddves )@ through our open API, which allc
our users to share data with third-party apps ompAn basis. During March 2015, our platform receivedaverage over 200 million daily A
requests from third-party apps and sent on average50 million daily API requests to thigharty APIs, which demonstrates the breadth of eatt
and fitness ecosystel

Broad and differentiated g-to-market strategy We have developed a broad gortarket strategy that reaches individuals regardiésghere the
shop. We sell our products in over 45,000 retaitest and in more than 50 countries, through owilees’ websites, through our online store
Fitbit.com, and as part of our corporate wellnefsrimg. We believe the breadth and depth of otatdshed selling channels and prominent pres
in retail stores are unmatched in the connectetirhaad fitness category and would be difficult focompetitor to replicat

Large and growing community and powerful networkfefts. The total number of registered users on our platfbas grown from 1.1 million as
December 31, 2012, to 4.5 million as of December28i 3, to 14.6 million as of December 31, 2014 8n19.0 million as of March 31, 2015."
believe the size of our community of users makesdte likely that users can connect with friendd &mily and attracts many new users to
platform. Each of our users add value to our ptatfdy making progress towards their goals and sygntheir data with our platform, which
leverage to provide better insights for our usAssour community of users continues to grow, we delvelop a deeper understanding of our user
expect to deliver additional value to them througbre detailed insights and analysis. We believegtbevth and scale of our user community all
users to become not only more engaged with perigedahnd relevant content, but also less likelleve a community in which many of their frie
and family are active membe

Direct relationship and continuous communication thi our users.The connectivity of our devices allows us to bettederstand our userkealtt
and fitness goals. This connectivity also allowsaisommunicate the most relevant analysis, feafladvice, and content to our users throughot
day with our online dashboard, mobile apps, emaits, notifications. We also utilize these commutidcechannels to help our users become awe
our new products and servic

Our Growth Strategy
We intend to maintain and extend our position adelding platform for connected health and fitn&gy elements of our growth strategy include:

Continue to introduce innovative productWe will continue to develop the workimost innovative and diverse connected healtHiaress device
Furthermore, we plan to continue to make significawestments in research and development to furstreengthen our platform through b
internally-developed and acquired technologies. In 2013 ardd,2@e introduced five new connected health antk$is devices and added feat
including automatic sleep detection, heart ratekiray, call and text notifications, music contrahd GPS tracking for speed, distance, and ex
routes.
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. Introduce new features and serviceWe will continue to introduce innovative new feasiand services to increase user engagement agriLilewV
believe that new features, such as heart rateitrqand automatic sleep detection, allow us tcaaettnew users to our platform and also incr
overall user satisfaction. We will also continuestthance our online dashboard and mobile appsideraveater personalized guidance, and addit
premium services offerings. For example, we acquiféStar in March 2015 to enhance our software sardlices offerings through interactive video-
based exercise experiences on mobile devices angduters. Because we do not measure the levelsnthoous engagement of our individual u:
over periods of time and our active user metricsdoet track the number of individual users thatehbecome inactive on our platform in a pet
however, it may be difficult for us to assess tharket acceptance of our new features and sen

. Expand brand awareness and drive sales of our produand servicesWe intend to increase our marketing efforts totfertexpand global awaren
of our brand and drive greater sales of our pralantd services. We intend to increase our globatréiding efforts as well as seek new partners
such as our partnership with Tory Burch, to exteadbrans reach and addressable mar

. Increase global distribution through select new af@els. We believe that international markets represerngrificant growth opportunity for us a
we intend to expand sales of our products and ses\globally through select retailers and stratpgitnerships
. Further penetrate the corporate wellness markéte intend to increase our focus on building retahips with employers and wellness providers

increase revenue through employee wellness prografttough it may be challenging to increase madateptance of our corporate wellr
offerings because we do not track continuous engage of our individual users over periods of tifibe corporate wellness market for conne
health and fithess devices is new and is subjeatwariety of challenges, including whether empteyeill continue to invest in such programs, |
sales cycles, and substantial upfront sales ddstsever, we believe that as healthcare costs amaitio rise and as employers continue to seek va
keep their employees active, engaged, and prodyatiore employers will implement or enhance theiporate wellness programs. In order to ¢
our corporate wellness presence, we intend to eehaur corporate wellness offering as well as edpgan sales team focused on this mar

Our Users

We aim to empower all people to improve their Healtd fithess, whatever their lifestyle or goalsir @ommunity of users generally falls into threads:
levels and we design and market our products tm thecordingly:

Everyday usergepresent our largest group of users. These user®aking to incorporate more activity into thelaily routines as the primary mean:
improve their overall fitness through everyday dtis, such asvalking more or taking the stairs instead of thevator. They are most interested in recei
feedback on dailyctivity measures such as steps, distance, calbup®®ed, and active minutes. We primarily market Hitbit Zip, Fitbit One, Fitbit Flex, ai
Fitbit Charge to Everyday users.

Active usersexercise regularly to reach their fitness goalsugh activities such as running, using cardio emeipt, and playing sports recreationally. /
result, these users are often interested in mangagxercise intensity through heart rate trackimgddition to activity tracking. We primarily magkthe Fitbi
Charge HR to Active users.
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Performance userdrain regularly to improve their performance andiiage their personal bests. These users participagedurance sports and fitn
activities with higher intensity and longer duraticsuch as interval or distance running and cycliengd thrive on personal improvement and compet
Accordingly, these users are interested in GPitrgoof speed, distance, and exercise routes, ditiad to heart rate and daily activity tracking.eVigrimarily
market the Fitbit Surge to Performance users.

PERFORMAMNCE FITNESS

ACTIVE FITNESS

Mk

What Our Connected Health and Fitness Devices Track
With each successive product offering, we have eded the features and accuracy of our productsendtrack the following measures:

. Steps.The cornerstone of our initial product offeringrdrackers use accelerometers and proprietary itiges that count the number of steps te
throughout their day
. Calories burned.Our users can estimate the amount of calories duttm®ughout the day based on several methods deywenon the tracker. W

believe our more advanced devices that use ourPRige heart rate tracking technology provide a nameurate estimate of calorie burn than non-
PurePulse based produc

. Distance traveledOur users can track the distance they have travibiedighout the day as a function of the numbesteps they have tak
throughout the day or through b-in GPS, depending upon the track
. Heart rate.On trackers that are outfitted with our propriet®yrePulse technology, our users are able to atimatig and continuously track the

heart rate during everyday activity and exercisar BurePulse technology uses whsised optical LEDs, which measures heart rate ugiig
reflection. We believe our PurePulse technology esalkeart rate relevant as a means to more acguragdsure calorie burn, maintain inten
during exercise, and train more effectively by gsireart rate zones. Additionally, our heart raéeking technology can conveniently provide
users with their resting heart rate, which is aeljidised indicator of cardiovascular fitness anoditioning.

. Floors climbed.Using a builtin altimeter sensor, our users are able to tragkt of stairs climbed, which encourages usetake the stairs inste
of using an escalator or elevat
. Sleep duration and qualityUsers can track their sleep duration and qualityn@my of our connected health and fitness trackecjding restless ai

awake episodes throughout the night. Our newekéracallow users to track this data automatici

. Active minutesOur trackers detect the number of minutes our usersnore active. The Centers for Disease Comnti@dmmends that people stt
for 150 minutes of modereintensity aerobic activity per wee
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. GPS-based trackingOur Fitbit Surge allows our users to track theieeh distance, and exercise routes using the Gpabitity integrated into tf
device during activities such as running, cyclihiging, and walking. For those without Fitbit Sur@air mobile apps provide GPS tracking using
phon¢s GPS capability

. Weight, body fat, and BMIOur Aria Wi-Fi connected scale allows users to track weight|,B&n mass, and body fat percentage separatel
privately for up to eight users, helping individsiéb track progress towards and achieve their lsodyposition goals
. Caloric intake. Through our mobile apps, we provide a database mithe than 300,000 specific food items that casdsrched and tracked. Us

can log food consumption and set calorie budgetsdban their caloric intake and daily activity theeve a desired weight go

Our Devices
We believe everyone’s approach to fitness is diffitrso we have created products with a wide waaestyles, sizes, features, and price points.

Fitbit Zip is our entrylevel wireless activity tracker for Everyday usénat allows them to track the most important daityivity statistics such as ste
distance, calories burned, and active minutes. Algppable tracker, Fitbit Zigan be worn discreetly in a pocket or on a belt.affer the Fitbit Zip in five color
with a replaceable watch battery that lasts upxton®nths. Fitbit Zip has a U.S. MSRP of $59.95.

Fitbit One is a more advanced clippable wireless tracker farfday users that tracks stairs climbed and sieepuldition to daily steps, distance, calo
burned, and active minutes. Fitbit One also hateatsalarm that gently vibrates to wake users desired time. Fitbit One is available in two cslend offers
rechargeable battery that lasts ten to fourtees.dtbit One has a U.S. MSRP of $99.95.

Fitbit Flex is our first wristbandstyle tracker, with a sleek and stylish designnided for Everyday users. Fitbit Flex tracks stejistance, calories burne
active minutes, and sleep. Fithit Flex also haideatsalarm that gently vibrates to wake users désired time. We believe that our wristband usess;ompared
our clippable tracker users, are more open to wgan activity tracker in a visible location andmminterested in easy and quick access to infoomakitbit Fle;
features LED lights to show usemrogress towards their primary daily goal, withleéight representing the achievement of 20% ofrtgeal. We also offer use
the ability to change wristbands for different aslto match their mood or personal style. FitbéxFk available in ten colors and its rechargehhbltery lasts up
five days. Fitbit Flex has a U.S. MSRP of $99.95.

Fitbit Chargeis our premier wireless activity and sleep wristh&or Everyday users that we began selling in Cat@®14. It tracks steps, distance, calc
burned, active minutes, floors climbed, and slézgsigned for users who want instant access toigcstatistics during their day, Fitbit Charge feats a brigt
OLED display that shows users’ daily activity amdé of day, as well as incoming caller ID notificeis when the device is paired with the usgrhone. Fitb
Charge tracks sleep automatically and similar éRhbit Flex and Fitbit One, offers a silent waltarm. Fitbit Charge is available in four colorgldghree sizes ai
is powered by a rechargeable battery that lastsmstvten days. Fithit Charge has a U.S. MSRP 29$5.

Fitbit Charge HRis a wireless heart rate and activity wristbandActive users that we began selling in December2®ltbit Charge HR offers all t
features available on the Fitbit Charge and alstudes our proprietary PurePulse heart rate trgctechnology. Fitbit Charge HR is available in teaors an:
three sizes, and uses a rechargeable battenasitatup to five days. Fitbit Charge HR has a U.SR® of $149.95.

Fitbit Surgeis our fithess “super watcHor Performance users that we began selling in Bes 2014. It combines popular features of a GP@8hydeal
rate tracker, activity tracker, and smartwatch.il©nouch screen LCD display, Fitbit Surge displesal-time statistics from its built-in GPS tracleerich as speed,
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distance, and exercise routes. Fitbit Surge incatps our PurePulse heart rate technology andreak heart rate during a variety of distinct cavaiscula
workouts and other exercises. It is also designigll advanced smartwatch features, including text eadl notifications and music control. Like ouhet tracker:
it measures daily activities such as steps, distanalories burned, floors climbed, and active n@awand automatically tracks sleep at night. Figaitge i
available in three colors and three sizes and paates a rechargeable battery that lasts up ensgays. Fitbit Surge has a U.S. MRSP of $249.95.
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Aria is our WiFi connected scale that tracks weight, body fatgreiage, and BMI. Aria identifies users and shdvesr tweight and body fat percentage
its easy-toread display. The device recognizes up to eighividdal users separately and privately. Aria isimmde in two colors and runs on standard
batteries. Aria has a U.S. MSRP of $129.95.
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Fitbit Accessoriesnclude colored bands for Fitbit Flex, colored slippr Fitbit One and Fitbit Zip, device chargindks, wireless sync dongles, band cle
sleep bands, and Fitbit apparel. In addition, artrer Tory Burch offers a pendant and wristbarmessory collection for Fitbit Flex. These accessodre offere

at U.S. MSRPs ranging from $4.95 to $195.00.
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Our Interactive Experience

Fitbit online dashboard and mobile app¥Ve offer our users a personalized online dashbaaddmobile apps that sync automatically with, aisgldy real-
time data from, our connected health and fitnesscds. Through these offerings, we provide useth aharts and graphs of their progress, deepeysisaif thei
activities, and the ability to log caloric intak&dditionally, we motivate users through reahe feedback including notifications, leaderboamt challeng
updates, and virtual badges. Our platform alsorsftesers social features, such as leaderboardshetieénges, that allow users to receive and prosig®ort an
engage in friendly competition. Our online dashbloand mobile apps are available for free throughi®S App Store, Google Play, Windows Store, an
Fitbit.com.

Fitbit Premium is our premium membership that serves as a 24fdavipersonal trainer delivered to users throughvaeb browser. The program featt
personalized and dynamic 12 week fitness plansaduglly increase activity levels. It also inclugessonalized reports and analysis of weekly detarapanie
by recommended health and fitness targets and aisopa against peer benchmarks for weight, activtyd sleep. Fitbit Premium is offered on a sulpsionm
basis for U.S. $49.99 per year.
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FitStar. In March 2015, we acquired FitStar, a provider mteractive videdased exercise experiences on mobile devices amghuters that utiliz
proprietary algorithms to adjust and customize watk for individual users based on data gatherathgluheir workouts. Through our FitStar offeringse
provide exercise programs through personal traneryoga apps that continuously adjust to our usased on feedback throughout the workout. FitiStafferec
monthly for U.S. $7.99 or on an annual subscripbasis for U.S. $39.99 per year.

FITSTAR KX

o=
[l =

Compatibility and Wireless Syncing

In order to reach the widest set of users andifaigla strong social experience on our platform,fecus on ensuring that our devices are compatifitee
broad range of mobile devices and operating syst@ugently, our users can sync their Fitbit desiegth, and use their online dashboard on, over hbbile
devices including iOS, Android, and Windows Phoperating systems. Additionally, our users can atlesir online dashboard through a web browserny
smartphone, tablet, PC, or Mac.
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Our connected health and fitness trackers wirglesgic with our online dashboard and mobile appsutjh Bluetooth low energy technology. This pc
efficient technology enables our devices to synihwur mobile apps automatically, allowing us tepde users with reaime feedback and notifications. |
syncing our fitness trackers with computers, wétite a Bluetooth low energy wireless sync dongléhwach fitness tracker that plugs into any compsite SE
port. Our Aria Wi-Fi connected scale syncs dateelessly and automatically with users’ computersuigh their home WFi network. The combination of ¢
crossplatform compatibility and wireless syncing capieit provides our users with the most seamlessetted health and fithess experience in the manrhe
differentiates us from our competitors, which mayyosync to a single mobile operating system, sashOS, or to a more limited number of Android nhe
devices, or not to computers at all.

Our Commitment to Privacy
We take privacy seriously and offer our users héyls of privacy and security. We are committedespecting our usergrivacy, letting our users dec
how their information is used and shared, and keptlieir data safe.

We have developed our data collection and useipescin accordance with the Fair Information PetPrinciples, more commonly known as FIPPs
are committed to the following privacy principles @utlined in our privacy policy:

. Limited Collection.We only collect data that is useful to improving puoducts, services, and user experience.

. Transparent and Easy to Understand Policié§¥e are transparent about our data practices ardimthem in clear language.

. No Unexpected UseWe never sell user data or use it other than awithesl in our privacy policy.

. Clear Notice and ConsenWe only share personally identifiable data wittrdhparties, including employers, when our usersseahto the sharir

and under the limited circumstances outlined in mivacy policy where usergersonally identifiable data can be shared withepécific conser
such as our receipt of search warrants or subpdemaslaw enforcement agencies or in responseualidly issued legal process in a civil litigat
matter. We do not currently share information sastheart rate data or geolocation data with empsoyeder our corporate wellness offerings an
not intend to share such data in the future wittspetcific user conser

. Prioritize Security. We take the security of our usermata seriously. We use a combination of technical administrative security controls
maintain the security of user da

Our platform enables users to share informatiomffeitbit on an opta basis with friends, family, and other partiesels may link their Fitbit accounts
third-party apps, send status updates on social netwswkhl,as Facebook and Twitter, or share certamwlih employers as part of a corporate wellnesgnam
We allow our users to revoke their consent to sklata with third parties at any time using theibEiaccount settings. If users choose to share tlaga with :
third party, the data is governed by the privaclcymf the third party.

Research and Development

We are passionate about developing innovative mtsdand services that empower our users to reashhbalth and fitness goals. We believe our fi
success depends on our ability to develop new ptedand features that expand the versatility amtbpraance of our existing platform and we plan emtinue t
invest significant resources to enhance performaneetionality, and convenience and style for osers.

Our global research and development team suppwetdesign and development of our connected heattHitness devices, proprietary sensors, firmv
data algorithms, and online dashboard and mobifes.afphe team is comprised of dedicated researcHogegs, electrical engineers, mechanical engir
firmware
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engineers, site operations engineers, and mobpedapelopers. Our research and development tegninsarily based at our headquarters in San Fraoy
California as well as several other worldwide |omas.

Our research and development expenses were $1Bi@n$27.9 million, and $54.2 million, for 2012013, and 2014, respectively, and $9.1 million
$22.4 million for the three months ended MarchZ114 and 2015, respectively.

Manufacturing, Logistics and Fulfillment

We outsource the manufacturing of our productseteesal contract manufacturers, including Flextrenidich is our primary contract manufacturer. Tl
contract manufacturers produce our products irr fa€ilities located in Asia. The components usedir products are sourced either directly by usroou
behalf by our contract manufacturers from a varietycomponent suppliers selected by us and locateddwide. Our operations employees coordinate
relationships with our contract manufacturers aathgonent suppliers. We believe that using outsa@uroanufacturing enables greater scale and fletibal
lower costs than establishing our own manufactufamglities. We evaluate on an ongoing basis ourent contract manufacturers and component sup;
including, whether or not to utilize new or altetia contract manufacturers or component suppliers.

Under our agreement with Flextronics, Flextronicanofactures certain of our products using desigecifipations, quality assurance programs,
standards that we establish. We pay for and owtoaling and other equipment specifically requitednanufacture our products and have purchase ctonemi:
based on our purchase orders and demand forecasterfain amounts of finished goods, workpiogress, and components purchased in order tcosugyct
purchase orders and forecasts. The agreement hiaisiarterm of one-year that ends in March 2046d automatically renews for successive pear terms unle:
either party provides at least 90 days prior wnitt®tice. We may terminate for convenience uporidiog at least 90 days prior written notice anéxgtonic:
may terminate for convenience upon providing astld80 days prior written notice.

We work with thirdparty fulfillment partners that deliver our prodsiétom multiple locations worldwide, which allows to reduce order fulfillment tirr
reduce shipping costs, and improve inventory fliixyb
Sales Channels and Customers

We sell our products through three primary channels

Retail channel.We offer our products in over 45,000 retail stasad in more than 50 countries. We focus on buildiloge relationships with our retaile

working with them to merchandise our products goepelling manner both in-store and on the€@nmerce sites, promote our products through thaiketing
efforts, and educate their sales forces about mgdygts.

. Consumer electronics and specialty retailédsir products are sold by retailers with a large dsiic and international presence such as Best Buy.

D e-Commerce retailer©ur products are sold on Amazon.com, in additioa-ommerce sites of our retailers.

. Mass merchar, department store, and club retaile@ur products are sold by large retailers, includiogtco, Target, and Walmart.

. Sporting goods and outdoors retaile@ur products are sold by sporting goods and outdatailers, including Dicls' Sporting Goods, REI, and 1
Sports Authority

. Wireless carriersOur products are sold by wireless carriers, inclgdhT&T, Sprint, and Verizon.

Consumer direct channelWe sell our full line of products directly to comsars in the United States and other countries tircour online store
Fitbit.com. We drive consumers to our website tigtoonline and offline advertising as well as marigpromotions.
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Corporate wellness channellVe offer products and services to employers lookmgnhance their employee wellness programs. Weose corporat
wellness offering directly to employers or throyggrtners, such as wellness program providers autance companies. Through our corporate wellntesry
employers can purchase our products in bulk foir teployees. We also offer a range of other sesvito maximize wellness program success, suchsy
employee onboarding, an engaging employee leadetbosaltime group reporting for company administratorsgd amployee insight into progress tows
program goals. We can also integrate with our astrexisting wellness programs.

Marketing and Advertising

Our marketing and advertising programs are focusetuilding global brand awareness, increasing yebddoption, and driving sales. Our marketing
advertising efforts target a wide range of conssneerd leverage traditional advertising methoddyttiog television, cinema, and print magazinespnsorship
and public relations, digital marketing, channerkesing, and endorsements by professional athetdscelebrities.

Our in-store merchandising strategy focuses onP@iP displays. We provide retailers with freestagdindine, and endcap POP displays of varying s
These displays communicate our marketing messagesent our products and their features and, inymases, allow consumers to try on our devicesviawl ar
interactive app that enables them to learn moreitadnar products.

e -
I{ha Ly E -rltbutii

Intellectual Property

Intellectual property is an important aspect of business, and we seek protection for our intellgbroperty as appropriate. We rely upon a contlunaot
patent, copyright, trade secret, and trademark lamg contractual restrictions, such as confiddtyiagilgreements and licenses, to establish and girate
proprietary rights.

As the leader in the fagirowing market for connected health and fithessadsy we have developed a significant patent plistfo protect certain elemel
of our proprietary technology. As of March 31, 20t had 77 issued patents and 132 patent applisatiending in the United States. We continualyese oul
development efforts to assess the existence amhtahility of new intellectual property. We purstie registration of our domain names and trademank
service marks in the United States and in certaiations outside the United States. To protectboand, as of March 31, 2015, we had an internativademar|
portfolio comprised of 65 registered trademarks 8@ trademark applications pending with filing$m countries.
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Competition

According to The NPD Group, we held the leadingitimsin the U.S. connected activity tracker markeith an 85% share, by dollars, in the first gaadi
2015." However, the market for connected health and f#trdevices is both evolving and competitive. Theneated health and fitness devices category
multitude of participants including specialized somer electronics companies such as Garmin, JawlbodeMisfit, and traditional health and fithessng@nie
such as adidas and Under Armour. In addition, marge, broadased consumer electronics companies either conpete market or adjacent markets or t
announced plans to do so, including Apple, Goog, Microsoft, and Samsung. For example, Apple fegently introduced the Apple Watch smartwatchh
broad-based functionalities, including some healtl fitness tracking capabilities. We also competa a wide range of stand-alone health and fitmefstec
mobile apps that can be purchased or downloadedghrmobile app stores.

The principal competitive factors in our marketlute:
. brand awareness and focus;
. breadth of product offerings;

. battery life, sensor technology, and tracking fesgu

. online and mobile app experience;
. strength of sales and marketing efforts; and
. distribution strategy.

We believe we compete favorably with our compegiton the basis of these factors as a result ofeauling market position and global brand, advarae
proprietary sensor technologies, softwdri¥en online dashboard and mobile apps, our mtitimal and social tools, and our premium softwafferings. By
offering a broad range of products spanning stgled affordable price points and crgdatform compatibility, we empower a wide rangeimdividuals witl
different fitness routines and goals that are dififi for other competitors to address. Moreoven, singular focus on building a connected health fims:
platform, coupled with a leading market share, ledsto our brand becoming synonymous with the cotetehealth and fithess category. This singulausoar
health and fitness has driven us to dedicate stgmf resources to developing proprietary sensdgarithms, and software to ensure that our praguehich ar
specifically oriented towards health and fithessyehaccurate measurements, insightful analytiospeat sizes, durability, and long battery lives. Bédieve thi
singular focus allows us to compete favorably vettmpanies that have introduced or have announaets pb introduce devices with brobdsed functionalitie
including health and fithess tracking capabilitiediich are not necessarily optimized for health &itriess usage. Furthermore, our platform and ofpehhave
together enabled us to establish a large and gopphéalth and fitness ecosystem that not only pesv/edditional value to our existing users, but alsiends ot
reach to potential new users. This broad comp#yibitombined with our markdeading position, has enabled us to attract whatbeieve is the large
community of connected health and fithess devi@rsysnaking it more likely that users can connéith Wiends and family and creating positive netweffect:
that reinforce our growth.

Employees

As of December 31, 2012, 2013, and 2014, and Mat¢t2015, we had 115, 222, 469, and 579 global @yepls, respectively. We have not experience:
work stoppages. We consider our relationship withemployees to be good.
Facilities

We are a global company with our corporate headgrslocated in San Francisco, California. Thislitgccomprises approximately 92,000 square fe«
space. Our current lease, entered into in Septe@tde3, expires

*

See“Industry and Market Dat”
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in April 2020 with the option to extend the termtbe lease for an additional five years. We alssdeadditional office space in San Francisco andrat th
world.

Legal Proceedings

On May 27, 2015, Jawbone filed a lawsuit againsang certain of our employees who were formerly leygd by Jawbone in the Superior Court of
State of California in the County of San Franciatleging trade secret misappropriation, breachootract, breach of the implied covenant of goothfand fai
dealing, and unfair and unlawful business practiddse complaint alleges, among other things, tharpo leaving Jawbone at various times in 201
employees downloaded Jawbone company documentsnatetials, including allegedly confidential anddiasecret information, and that these employee
using such information in the development of oundorcts. The complaint also alleges that we reafuitmse employees with the intent of using Jawl®one’
proprietary information. The complaint seeks un#ffEt damages, including punitive damages, andhictjive relief.

On June 10, 2015, Jawbone and BodyMedia, a whllyed subsidiary of Jawbone, filed a lawsuit adairssin the United States District Court for
Northern District of California. Jawbone and Bodyditeallege that we are infringing three U.S. patérgld by Jawbone or BodyMedia: U.S. Patent No1@ 27t
titted “General Health and Wellness Management Mdetlnd Apparatus For A Wellness Application Usingtd From a Data-Capable Band/'S. Pater
No. 8,073,707 title“System For Detecting, Monitoring, And Reporting Ardividual’s Physiological Or Contextual Statusyid U.S. Patent No. 8,398,546 tit
“System For Monitoring And Managing Body Weight A@dher Physiological Conditions Including lterativend Personalized Planning, Intervention
Reporting Capability.Jawbone and BodyMedia allege that these patents leen infringed by a substantial majority of thedoicts that we have sold historice
as well as several of our current products. Wigpeet to each of the patents, the complaint see&gegified compensatory damages and attosngs from
and to permanently enjoin us from making, manuféogy using, selling, importing, or offering ourqgatucts for sale. The complaint also notes that daetan:
BodyMedia intend to file a complaint requesting ti€ to commence an investigation against us thatave unlawfully importing and selling productsoiranc
within the United States that allegedly infringe their patents. If the ITC were to determine that infringe any of the Jawbone or BodyMedia patethis,| TC
could issue a preclusion order which would prewesirom importing our products into the United 8safrom contract manufacturers outside of the drtates.

We intend to vigorously defend these litigation teet and, based on our preliminary review, we kelige have valid defenses with respect to eachesf
matters. However, litigation is inherently uncemand any judgment or injunctive relief enterediagt us or any adverse settlement could matealtyadverse
impact our business, financial condition, operatiegults, and prospects. Because we are in the gtades of these litigation matters, we are untebkestimate
reasonably possible range of loss, if any, that reaylt from this matter. In addition, litigatioarc involve significant management time and attentémd the co
of litigation can be expensive, regardless of oueo

Further, we are and, from time to time, we may beednvolved in legal proceedings or be subjectlaints arising in the ordinary course of our buss.
We are not presently a party to any other legat@edings that in the opinion of our managemendetermined adversely to us, would individually aker
together have a material adverse effect on oumnkssj operating results, financial condition, ahcéiows.
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MANAGEMENT

Executive Officers and Directors
The following table provides information regardiogr executive officers and directors as of May 21 5.

Name Age Position(s)

Executive Officers

James Par 38 President, Chief Executive Officer, and Chairn
Eric N. Friedmar 38 Chief Technology Officer and Direct:
William Zerella 58 Chief Financial Office

Hansgregory C. Hartmar 57 Chief Operations Office

Andy Missan 53 Vice President and General Cour
Timothy Roberts 43 Vice President, Interactiv

Edward M. Sca 5E Chief Revenue Office
Non-Employee Directors

Jonathan D. Callagh&2@®)* 4€ Director

Steven Murray®@ 4€ Director

Christopher Paisle®® 62 Director

* Lead independent directc

(1) Member of the audit committe

(2) Member of the compensation committ

(3) Member of the nominating and governance commi

Executive Officers

James Parks our cofounder and has served as a member of our boatiesftors since March 2007, as our Chairman sinag BD15, and as our Presic
and Chief Executive Officer since September 200@viBusly, Mr. Park served as a Director of ProdDetelopment at CNET Networks, Inc., an online ra
company. Prior to CNET Networks, Mr. Park servedhesPresident and a co-founder of Widd-Labs, Inc., an online photo sharing company &eduby CNE
Networks in April 2005. He was also Chief Techngld@fficer and a c-founder of Epesi Technologies, Inc., a software gany. Mr. Park attended Harvi
College where he studied computer science. Mr. Rakselected to serve as a member of our boatttesftors due to the perspective and experiendeihgs a
our co-founder, President, and Chief Executive c@ffi

Eric N. Friedmarnis our cofounder and has served as a member of our boatilesftors since March 2007 and as an executiveafSince September 20
including most recently as our Chief Technologyi€i. Previously, Mr. Friedman served as an enginenager at CNET Networks. Prior to CNET Netwc
Mr. Friedman served as a co-founder of Wind-Up Lab®unding engineer of Epesi Technologies, atethnical member of the Re@ime Collaboration Grot
at Microsoft Corporation. Mr. Friedman holds a Ba8d an M.S. in computer science from Yale Uniwgrdilr. Friedman was selected to serve as a mewfoau
board of directors due to the perspective and éspes he brings as our co-founder and Chief TedgyoOfficer.

William Zerellahas served as our Chief Financial Officer sincee2014. From October 2011 to June 2014, Mr. Zesdltsed as Chief Financial Officer
Vocera Communications, Inc., a publicly held wissldhealthcare communications company. Prior to kodeom July 2006 to September 2011, Mr. Zeredliavsc
as

103



Table of Contents
Index to Financial Statements

Chief Financial Officer for Force1l0 Networks Ina.networking company acquired by Dell Inc. PriofFmrcel0, Mr. Zerella served as Chief Financialic®ff a
Infinera Corporation, a telecom equipment proviéerl Chief Financial Officer at Calient Networkscl, an optical equipment provider. Mr. Zerella hiso heli
various other senior level financial and businessnagement positions at several companies, inclu@ngCH Corporation and Deloitte & Touche LI
Mr. Zerella holds a B.S. in accounting from the N¥ark Institute of Technology and an M.B.A. fromettheonard N. Stern School of Business at New
University.

Hansgregory C. Hartmanhas served as our Chief Operations Officer sindaeey 2011. From April 2010 to February 2011, Martmann served
Chief Operations Officer of Skyline Solar, Inc.sapplier of solar energy systems. From February2060July 2009, Mr. Hartmann served as Vice Prediad
Operations at Element Labs, Inc., a manufacturetED technology, and from August 2009 to March 2G40 Vice President of Operations and Hard'
Engineering at Element Labs. After Element Labs aeguired by Barco N.V. in March 2010, Mr. Hartmaserved as Vice President and General Manag
Barco Video Lighting Solutions until April 2010. MHartmann previously served as Senior Vice Presidé Operations at Dash Navigation, Inc., a previd!
automotive GPS solutions, Senior Vice Presidef®@pérations at OQO, Inc., a computer hardware compéce President of Operations at Wave7 Optics,, lar
optical networks company, Vice President of Operatiat Forcel0 Networks, Vice President of Openatiat ConvergeNet Technologies, Inc., a data st
company, and Vice President of Manufacturing Openatat JetFax, Inc., an internet fax services @mpPrior to JetFax, Mr. Hartmann served for apipnately
15 years in various quality, operations, and mamgethanagement roles at Hewl@#ckard Company, an information technology comp#try Hartmann holds
B.S. in electrical engineering from New Jerseyitat of Technology and an M.S. in manufacturingteyns engineering from Stanford University.

Andy Missarhas served as our Vice President and General Closinse March 2013. From July 2009 to October 20d2,Missan served as Vice Presic
and General Counsel at Bytemobile, Inc., a mokdew optimization company. Prior to Bytemobile, Mfissan served as Vice President and General Cbaf
MobiTV, Inc., a provider of mobile video solutiongice President and General Counsel of Danger, énmobile devices and services company, and \iesiden
and General Counsel of Replay TV, Inc., a DVR tetbgy company. He has also held senior legal arsihess affairs positions at the RCA Records Lahé(#
Entertainment and Sony Music Entertainment Inc. Missan holds a B.A. in government from Oberlin IEgé and a J.D. from Northwestern University Sclod
Law.

Timothy Roberthias served as our Vice President, Interactive sfegember 2010. From July 2007 to September 2dL.0Roberts served as the foun
and Chief Executive Officer of Infectious, LLC, @mi-on-demand platform. Prior to Infectious, Mr. Robersved as the Vice President of Product and Marg
at Odeo, Inc., a podcasting company, Senior Diregfté’roduct Management at Yahoo! Inc., an inteowehpany, Vice President of Product Managementcand
founder of Bigstep.com, a hosting company acquingdiffinity Internet in 2002, and Director of Procks at T/Maker Company, a personal computer soé
company acquired by Deluxe Corporation in 1994. Rtsberts holds a B.A. in psychology from Vassarl€is.

Edward M. Scahas served as our Chief Revenue Officer since @ct2010. From November 2007 to October 2010, Mal Served as a partner at Av:
Growth Partners, a private equity and consultimm fiPrior to Avanti, Mr. Scal served as Executiviee/President and a member of the board of dirsaid
CamelBak Products LLC, an outdoor equipment comp8ewior Vice President at Kransco Partners LL¥\ate equity firm, Director of Business Developtt
at Kransco Group Companies, a toy company, Direstddevelopment at Visa International, a finandatvices company, Product Manager at General M
food products company, and as an analyst at CagéAdsociates. Mr. Scal holds a B.A. in historyrr@Villiams College and an M.B.A. from Stanford Buss:
School.

Non-Employee Directors

Jonathan D. Callaghaihas served as a member of our board of directore steptember 2008. Mr. Callaghan is a founderhasdserved as a Manag
Partner of True Ventures, a venture capital firmce
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January 2006. Prior to True Ventures, Mr. Callagbarved as a Managing Director at Globespan Capitaénture capital firm, and as a Managing Partn
CMGI@Ventures, CMGI Inc.’s affiliated venture cagigroup. Prior to this, Mr. Callaghan worked foDA Inc.’s Greenhouse, the venture capital/incubatc
AOL, and as an associate at Summit Partners. Miagtean holds an A.B. in government from DartmoGthllege and an M.B.A. from Harvard Business Scl
Mr. Callaghan was selected to serve as a membmirdfoard of directors due to his extensive expegewith technology companies.

Steven Murrashas served as a member of our board of directoce slune 2013. Mr. Murray is a Partner at SoftB@agital, a venture capital firm, wh
he has worked since April 1996. Prior to this, Murray worked for Deloitte & Touche LLP where heesjalized in serving high growth technology be
businesses. Mr. Murray also serves on the boardirettors of a number of private companies. Mr. Myrholds a B.S. in accounting from Boston Coll
Mr. Murray was selected to serve as a member oboard of directors due to his extensive experievitte technology companies.

Christopher Paisleyhas served as a member of our board of directoxe sianuary 2015. Mr. Paisley has served as the'®é&xecutive Professor
Accounting at the Leavey School of Business at&&tara University since January 2001. Prior ts,tMr. Paisley served as Senior Vice Presidenirdriee an
Chief Financial Officer for 3Com Corporation, a ithid electronics manufacturer. Mr. Paisley currestrves on the boards of directors of Ambarefia,, IBridge
Capital Holdings, Control4 Corporation, Equinix,cln Fortinet, Inc., and YuMe, Inc. He also previguserved as a director of 3PAR Inc. and Volt
Semiconductor Corporation. Mr. Paisley holds a BrAbusiness economics from the University of @atifa, Santa Barbara and an M.B.A. from the Anda
School at the University of California, Los Angel®4r. Paisley was selected to serve as a membeuroboard of directors due to his extensive expegen th
financial services industry and academia.

Election of Officers

Our executive officers are elected by, and servthatdiscretion of, our board of directors. There mo familial relationships among our directorsl
executive officers.

Board of Directors Composition

Current Board of Directors

Under our second amended and restated bylawsefett prior to the completion of this offering, roboard of directors may set the authorized nunai
directors. Our board of directors has set the aiz&d number of directors as seven. Our boardrekctiirs currently consists of five members with twvecancies.

Pursuant to our third amended and restated votimgeanent dated as of June 6, 2013, Messrs. Paddniran, Callaghan, Murray, and Paisley have
designated to serve as members of our board oftdiee Pursuant to that agreement, Messrs. ParkFdedman were designated as the representativesi
common stock, Mr. Callaghan was designated asefresentative of our SerieslAeonvertible preferred stock, Mr. Murray was desigd as the representativi
our Series D convertible preferred stock, and MisRy was designated jointly by the holders of oammon stock and convertible preferred stock &
independent director. The amended and restatedgvatjreement will terminate in connection with tbf§ering and there will be no contractual obligat
regarding the election of our directors. After thigering, the number of directors will be fixed loyir board of directors, subject to the terms aof @state
certificate of incorporation and restated bylawat twill become effective immediately prior to thengpletion of this offering. Currently serving memb®f ou
board of directors will continue to serve as dioestuntil their death, resignation, or removal ofilttheir successors are duly elected by the hreldé our commo
stock.
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Board of Directors

Although our board of directors will not initiallpe classified following this offering, our restatedrtificate of incorporation that will be in effi
immediately prior to the completion of this offegiprovides that, at such time as the outstandiageshof our Class B common stock represent lessatmajorit)
of the combined voting power of our common stoak; board of directors will be divided into threes$es with staggered thrgear terms. Only one class
directors will be elected at each annual meetingusfstockholders, with the other classes contigdor the remainder of their respective thyear terms. Eac
director’s term will continue until the electiondaqualification of his or her successor, or hiser earlier death, resignation, or removal.

Only our board of directors may fill vacancies arr board. After our board of directors is classifiany additional directorships resulting from aoreas
in the number of directors will be distributed argaihe three classes so that, as nearly as possiné, class will consist of orikeird of the total number
directors.

The classification of our board of directors mawéahe effect of delaying or preventing change®un control or management. See the section
“Description of Capital Stock—Anti-Takeover Provias—Restated Certificate of Incorporation and RedtBylaws Provisions” for additional information.

Director Independence

The listing rules of the New York Stock Exchangaemlly require that a majority of the members disted companys board of directors be indepenc
within specified periods following the closing afi @itial public offering. In addition, the listingules generally require that, subject to specifi&deptions, ear
member of a listed company’s audit, compensatiod,reominating and governance committees be indegrend

Our board of directors has determined that nonewfnonemployee directors has a material relationship wighand that each of these directol
“independent”as that term is defined under the rules of the Newk Stock Exchange. In making this determinationr board of directors considered
relationships that each n@mployee director has with us and all other factd eircumstances our board of directors deemedraetein determining the
independence, including the beneficial ownershipuf capital stock by each non-employee directod the transactions described in the section tit@ertair
Relationships and Related-Party Transactions.”

Lead Independent Director

Our board of directors has appointed Mr. Callagtmiserve as our lead independent director uporcdmepletion of this offering. As lead indepenc
director, Mr. Callaghan will preside over periodieetings of our independent directors, serve @&@isoh between the chairperson of our board ofcthirs and th
independent directors, and perform such additidoties as our board of directors may otherwiserdete and delegate.

Committees of Our Board of Directors

Our board of directors has established an auditntitiee, a compensation committee, and a nominatird)governance committee. The composition
responsibilities of each committee are describddvbeMembers serve on these committees until tresignations or until otherwise determined by ooard o
directors. Prior to the completion of this offerimyr board of directors will adopt a charter facle of these committees. Following the completibthis offering
copies of the charters for each committee will ba&lable without charge on the Investor Relatioogipn of our website.
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Audit Committee

Our audit committee is comprised of Mr. Paisley,owil the chair of the audit committee, and Mr. Mytr Each member of our audit committe
independent under the current New York Stock Exgeaand SEC rules and regulations and we intendrtgply with the requirement to have a minimum okt
members on our audit committee within the applieakdnsition period. Each member of our audit cotteaiis financially literate as required by currbieiw York
Stock Exchange listing standards. In addition, lmaeird of directors has determined that Mr. Paigdegn audit committee financial expert within theaning o
Item 407(d) of Regulation S-K promulgated under$eeurities Act. Our audit committee will, amongetthings:

select a qualified firm to serve as the independegistered public accounting firm to audit ouraficial statements;
help to ensure the independence and performarite afidependent registered public accounting firm;

discuss the scope and results of the audit withirtiependent registered public accounting firm, esxdew, with management and the indepen
accountants, our interim alyea-endoperating results

review our policies on risk assessment and riskagament;

obtain and review a report by the independent teigid public accounting firm at least annually t thescribes our internal qualigentrol procedure
any material issues with such procedures, and @pg $aken to deal with such issu

approve (or, as permitted, pre-approve) all audit all permissible non-audservices to be performed by the independent regidteublic accountir
firm; and

review related-party transactions and proposed evaiv

Compensation Committee

Our compensation committee is comprised of Mr.&gdlhn, who is the chair of the compensation coremitand Mr. Paisley. The composition of
compensation committee meets the requirementsftependence under current New York Stock ExchandgeS&EC rules and regulations. Each member o
committee is also a non-employee director, as ddffpursuant to Rule 1&bpromulgated under the Exchange Act, and an autiiéctor, as defined pursuan
Section 162(m) of the Internal Revenue Code of 1886amended, or the Code. The purpose of our awsafien committee is to discharge the responséslitr
our board of directors relating to compensationwfexecutive officers. Our compensation committde among other things:

determine and approve, or make recommendationsrtbaard of directors regarding, the compensatfayuo executive officers;

recommend to our board of directors the compensati@ur non-employee directors;

administer our stock and equity incentive plans;

review and approve, or make recommendations tdoard of directors regarding cash-based and etpaityd incentive compensation plans; and

review our overall compensation strategy.

Nominating and Governance Committee

The nominating and governance committee is comgrigeMr. Murray, who is the chair of the nominatingd governance committee, and Mr. Callag
The composition of our nominating and governanaarodtee meets the requirements for independencerundrent New York Stock Exchange and SEC
and regulations. Our nominating and governance dtegrwill, among other things:

identify and recommend candidates for membershipusrboard of directors;
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. oversee the process of evaluating the performaheerdooard of directors and each committee ofttbard of directors;

. consider and make recommendations to our boardedtdrs regarding the composition of our boardioéctors and its committees;
. develop and make recommendations to our boardreftdirs regarding corporate governance guidelindsalicies; and

. advise our board of directors on corporate govezeanatters.

Compensation Committee Interlocks and Insider Partipation

None of the members of our compensation committe® has been an officer or employee of our compbloye of our executive officers has served
member of the board of directors, or as a memb#teotompensation or similar committee, of anytgrkiat has one or more executive officers whoegmn ou
board of directors or compensation committee du2idg4.

In June 2013 through August 2013, we sold sharesiofSeries D convertible preferred stock to Triendres II, L.P. and Foundry Venture Capital 2
L.P. and Foundry Group Select Fund, LP., or togette Foundry Group Funds. Mr. Callaghan, a menabeyur compensation committee, is a founder &
managing partner of True Ventures. Brad Feld, wias & member of our board of directors and our cosgtén committee from August 2010 to May 2015
founder and managing director of Foundry Group. theesection titled “Certain Relationships and RelaParty TransactionsSeries D Convertible Prefert
Stock Financing” for additional information.

Codes of Conduct and Ethics

Our board of directors has adopted codes of cormhatiethics that apply to all of our employeesicefs, and directors. The full text of our codesofiduc
and ethics will be posted on the Investor Relatgexgion of our website. We intend to disclose feitamendments to certain provisions of our code®nfluct an
ethics, or waivers of these provisions, on our vtetrs in filings under the Exchange Act.

Director Compensation

In 2014, we did not pay any fees to, make any gquitards or non-equity awards to, or pay any oteenpensation to any of the nemployee members
our board of directors. All compensation that welga Messrs. Park and Friedman, our only emplaliezctors, is set forth in the table below in tleet®on titlec
“Executive Compensation—Summary Compensation TaNe. compensation was paid to our employee diredtotheir capacities as directors in 2014. A
December 31, 2014, none of our directors held antihg stock options or other equity awards.

In February 2015, we granted Mr. Paisley an optmpurchase 60,000 shares of our Class B commak st® compensation for Mr. Paisleyservice as
member of our board of directors as described béfothe section titled “—Non-Employee Director EguiCompensation.This stock option vests in eq
monthly installments over two years. In the evehai@hange of control, all of the unvested shardsgest to this option will become immediately vebtnc
exercisable as of the date immediately prior toctienge of control.

In January 2015, our board of directors approvedalowing cash and equity compensation for our-employee directors:

Non-Employee Director Equity Compensation

Initial Equity Grant.Each nonremployee director appointed to our board of dinectm or following January 2015 and prior to thenpeetion of this offerin
will be granted an option to purchase 60,000 shafres
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our Class B common stock, with each such optioniingsn equal monthly installments over two yedrsthe event of a change of control, all of the este:
shares subject to each such option will become idiabely vested and exercisable as of the date irfatedy prior to the change of control.

Following the completion of this offering, insteafireceiving a stock option grant as described abeach nommployee director appointed to our boar
directors will be automatically granted an initighnt of RSUs on the date of his or her appointrieettte board of directors having an aggregatenfairket valu
of $150,000 (with such amount pro-rated based emtimber of days between the date of such direcampointment and the date of our first annual mgedi
stockholders following the date of grant (or to theent that we have not determined the date ohéxt annual meeting of stockholders on or befbeedate ¢
grant, May 15 following the date of grant)). The B&Swill fully vest on the date of our first annualeeting of stockholders following the date of grar
immediately prior to the consummation of a chanfyeomtrol event. If an individual is appointed as@-employee director at an annual meeting of stocldrs
he or she will be granted an annual equity grantlescribed below, in lieu of the initial equityagt.

Annual Equity Grant On the date of each annual meeting of stockhslft@towing the completion of this offering (comnuémg with our 2016 annu
meeting of stockholders), each nemployee director who is serving on our board oéabrs on the date of such annual meeting wilab®matically grante
RSUs having an aggregate fair market value of 1D, The RSUs will fully vest on the earlier of tfile date of the following yea’annual meeting
stockholders (but only for a non-employee diregtbo does not stand for re-election at, or is netlested at, the following year'annual meeting of stockhold
but who otherwise serves on the board of direatat# the date of such meeting) and (ii) the dat ts one year following the date of grant.

Non-Employee Director Cash Compensation

Following the completion of this offering, each remployee director will also be entitled to receareannual cash retainer of $40,000 for servicehe
board of directors and additional annual cash corsgiion for committee membership as follows:

D Audit committee member: $10,000
. Audit committee chair: $20,000

. Compensation committee member: $7,500

. Compensation committee chair: $15,000

. Nominating and governance committee member: $£
. Nominating and governance committee chair: $10
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table provides information regardial) compensation awarded to, earned by or paiduitcdPoesident and Chief Executive Officer and oun
most highly compensated executive officers (othantour President and Chief Executive Officer)Z0t4.

Options All Other
Salary Awards Compensation Total

Name and Principal Position Year ) Bonus( $ @ $ O ©)
James Park 201¢  $222,17@ $80,00( $7,532,90! $ 9,531 $7,844,62!

President and Chief Executive Offic
Eric N. Friedmar 201¢ 222,17™ 80,00( 7,532,90! 12,707 7,847,79!

Chief Technology Office
William Zerella 201¢ 169,42\ 40,83t 4,774,21 6,622 4,991,08!

Chief Financial Officel

(1) The amounts reported in this column represent emawarded at the discretion of our board of dirsc

(2) The amounts reported in this column represent gugegate grant date fair value of the stock optirasited to the named executive officers duringd2@4 computed in accordance with FASB Accout
Standards Codification Topic 718. The assumptiseiuin calculating the grant date fair value of sheck options reported in this column are sethfamtnote 12 of the notes to our consolidated fiel
statements included in this prospec

(3) The amounts reported in this column representrigarance and health insurance premiums paid loy dehalf of our named executive officers. We alap such premiums on behalf of all of our employ

(4) As of December 31, 2014, Mr. Park and Mr. Friedihad a base salary of $250,000, and Mr. Zerellaahizake salary of $300,000 (prorated for 2014 tsthig date)

Offer Letters and Employment Arrangements

We currently do not have employment agreementdfer tetters with any of our named executive offcether than Mr. Zerella. All of our named exece
officers are employed on anwatl basis, with no fixed term of employment. Eachour named executive officers will receive betgefipon certain qualifyir
terminations as described in the section titled ‘Gtetial Payments upon Termination, Change of @bnr IPO.”

James Park

As a founder, Mr. Park, our President and Chiefdatige Officer, did not enter into an offer letrany other formal arrangement or understandirth vz
regarding his employment. We currently have no eympknt agreement with Mr. Park. Mr. Park is an dtemployee.

Eric N. Friedman

As a founder, Mr. Friedman, our Chief Technologyi€f, did not enter into an offer letter or anyhet formal arrangement or understanding wit
regarding his employment. We currently have no eymkent agreement with Mr. Friedman. Mr. Friedmaarisat-will employee.

William Zerella

Mr. Zerella is party to an offer letter with us edtApril 24, 2014 pursuant to which he agreed teesas our Chief Financial Officer. He is eligilttereceiv:
an annual bonus of up to $70,000 (prorated for 201s start date). Pursuant to the offer lettr, Zerella also received an option to purchas€2d31 shares
our Class B common stock.
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Potential Payments upon Termination, Change of Comol, or IPO

Prior to this offering, we will enter into retenti@agreements with each of our executive officersluiding our named executive officers, which previd
the following benefits upon a qualifying terminatjovhich means a termination by us without causa termination by the executive for good reasons(as
terms are defined in the retention agreement)jdrits a change in control (as such term is definettie retention agreement) in exchange for aotoaty releas
of claims: (i) a lump sum severance payment of Ihtims of base salary to our President and Chietlke Officer and nine months to our other exe@
officers, including our other named executive @fi; and (i) payment of premiums for continued roalcdbenefits (or equivalent cash payment if aglie law s
requires) for up to 12 months to our President @hief Executive Officer and up to nine months ta other executive officers, including our other re
executive officers. If the executive officer is gt to a qualifying termination within the thre®nths preceding a change in control (but aftegallg binding an
definitive agreement for a potential change of martias been executed) or within the 12 month®¥alhg a change in control, the retention agreemeraside th:
following benefits in exchange for a customary aske of claims: (i) a lump sum severance paymerit8omonths of base salary to our President and
Executive Officer and 12 months to our other exieubfficers, including our other named executivicers, (ii) a lump sum payment equal to the exee
officer’'s theneurrent target bonus opportunity, multiplied byaetbr of 150% for our President and Chief Execuféicer and 100% for our other execult
officers, including our other named executive d@fi (iii) 100% acceleration of any thanvested equity awards for our executive officarsluding our name
executive officers, and (iv) payment of premiums dontinued medical benefits (or equivalent casynpnt if applicable law so requires) for up to 18mths tc
our President and Chief Executive Officer and upl®omonths to our other executive officers, inahgdiour other named executive officers. Each rete
agreement is in effect for three years, with autiorthree-year renewals unless notice is givendiouhe executive officer three months prior tpieation.

The benefits under the retention agreements suger@ié other cash severance and vesting acceleratimngements, except for the stock option av
granted to each of Messrs. Park and Friedman irust@2014, which provide that they will each receageelerated vesting with respect to 50% of thal teambe
of unvested shares subject to such stock optiordsaia connection with an involuntary terminatias (defined in their respective stock option agregs)eo
employment upon or within 12 months following tbi$ering or a change of control (as defined in tmespective stock option agreements).

2014 Outstanding Equity Awards at Year-End Table

Option Awards (V)

Number of Number of Options
Securities Securities
Underlying Underlying Exercise
Unexercisec Unexercised Option
Grant Options (#) Options (#) Price Expiration
Name Date Exercisable Unexercisabl¢ ($) Date
James Park 9/27/201:@ 1,669,83: 385,340 $ 0.0€ 9/26/202:
8/7/20144) — 3,243,041 3.64 8/6/202¢
Eric N. Friedmar 9/27/201:@ 1,669,83: 385,34 0.0¢€ 9/26/202:
8/7/2014% — 3,243,04: 3.64 8/6/202+
William Zerella 6/10/20145 — 2,162,03. 2.3C 6/9/202-

(1) Al of the outstanding equity awards describechis table were granted under our 2007 F

(2)  1/4th of the total number of shares subject toohiton vested on September 27, 2012 and the rengagfiares subject to the option vest at a raté48ti of the total number of shares subject tooibgon or
each month thereafter, subject to continued seteiaes through each vesting date. These awardsudject to acceleration benefits upon certain fuad terminations as described in the sectioeditt—
Potential Payments upon Termination, Change of @brr IPO”

(3) In August 2014, our board of directors apgaa modification to this stock option to provitiatt in the event Mr. Park is terminated priorhe tlosing of this offering, the posrmination exercise period
the stock option will be extended to be until taelier of (i) the si-year anniversary of Mr. P¢’'s termination and (ii) the applicable -year expiration date of the stock option, provi
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however, that the extended exercise period withieate on the one-year anniversary of this offeonghe closing of a liquidation event of the compaThe stocksased compensation expense related t
modification is immaterial

(4) 1/48th of the total number of shares subject toofpteon vested on May 1, 2015 and the remainingeshsubject to the option vest at a rate of 1/48tthe total number of shares subject to the optioreac
month thereafter, subject to continued servicestdhumough each vesting date. In connection withnaoluntary termination of employment upon or withi2 months following a change of control or
offering, 50% of the total number of unvested shabject to the option will become immediatelytedsand exercisable. In addition, these awardsatvgect to certain other acceleration benefits ugtair
qualifying terminations as described in the sectitbed “—Potential Payments upon Termination, Change of @hmtr IPO”

(5)  1/4th of the total number of shares subject toofhtéon vest on June 9, 2015 and the remaining stsrgject to the option vest at a rate of 1/48tteftotal number of shares subject to the optioeach mont
thereafter, subject to continued service to usutinoeach vesting date. This award is subject telation benefits upon certain qualifying termioas as described in the section titled Petential Paymen
upon Termination, Change of Control, or I

Employee Benefit Plans
Amended and Restated 2007 Stock P

Our board of directors originally adopted our 200&n in September 2007, which was subsequentlyoapdrby our stockholders in October 2007. Our :
Plan was most recently amended in March 2015.

The 2007 Plan provides for the grant of both inieenstock options, which qualify for favorable teeatment to their recipients under Section 422he
Code, and nostatutory stock options, as well as for the isseaot RSUs and shares of restricted stock. We mantgncentive stock options only to «
employees. We may grant non-statutory stock optmmsRSUSs, as well as issue shares of restricbett & our employees, directors, and consultants.

The exercise price of each incentive stock optiarstnbe at least equal to the fair market valuewfammon stock on the date of grant. However
exercise price of incentive stock options granted@% stockholders must be at least equal to 1108eofair market value of our common stock on dage o
grant. The maximum permitted term of options grdnteder our 2007 Plan is ten years. However, theiman permitted term of options granted to 1
stockholders is five years.

RSUs are awards representing the right to recdiages of our Class B common stock at a specified iathe future, subject to forfeiture of thathi
because of a termination of employment or servidaiture to achieve certain performance conditions

In the event we are a party to a merger or conatidid, the 2007 Plan provides that our board ofaars, in its discretion, may take one or mor¢he
following actions: (i) provide for the acceleratiohany time period relating to the exercise ofirzagion of an award, (ii) provide for the purchafean award upc
the participan® request for an amount of cash or other propbeydould have been received upon the exerciseatization of an award immediately prior to
consummation of the merger or consolidation, hadativard been currently exercisable or payablg a@ijust the terms of the award in a manner detexchby th
board of directors, (iv) cause the award to berassl) or new rights substituted therefor, by anoémtity, or (v) make such other provision as thartdof director
may consider equitable and in the best interestiseoEompany.

As of March 31, 2015, we had reserved 60,891,43teshof our Class B common stock for issuance uode2007 Plan. As of March 31, 2015, optior
purchase 47,337,190 of these shares remained mditsga 291,630 of these shares subject to theestit of RSUs remained outstanding, and 8,938,Ba@ee:
remained available for future grant. The stock @psioutstanding as of March 31, 2015, had a weillgliterage exercise price of $2.19 per share. Our P04r
will be effective upon the date immediately priorthe date of this prospectus. As a result, we moll grant any additional stock options under tBe72Plai
following that date, and the 2007 Plan will termiaat that time. However, any outstanding stockoogt and RSUs granted under the 2007 Plan will e
outstanding, subject to the terms of our 2007 Rfahapplicable award agreements, until such slaeeissued under those awards (by exercise of sfons o
settlement of RSUS) or until the awards terminatexpire by their terms. Stock options and RSUsg@ under the 2007 Plan generally have terms airty
those described below with respect to stock optansRSUs granted under our 2015 Plan.
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2015 Equity Incentive Plan

In May 2015, ouboard of directors and our stockholders adoptedagmioved our 2015 Plan. The 2015 Plan will beceffextive on the date immediat
prior to the date of this prospectus and will semsethe successor to our 2007 Plan. Any remairtiages available for issuance under our 2007 Pldrbecome
reserved for issuance under our 2015 Plan, andilveease granting awards under the 2007 Plan.nlimber of shares reserved for issuance under duf PG
will increase automatically on the first day of dary of each of 2016 through 2025 by the numbeshafres of Class A common stock equal to 5% of dbed
outstanding shares of our common stock as of tmeeidiately preceding December 31. However, our bo&directors may reduce the amount of the incréa
any particular year. In addition, the following sésof our Class A common stock will be availaldedrant and issuance under our 2015 Plan:

. shares issuable upon the exercise of options geciuto other awards under our 2007 Plan priohtodate of this offering that cease to be subj
such options or other awards by forfeiture or otlige after the date of this offerin

. shares issued under our 2007 Plan that are fatfeiteepurchased by us after the date of this ioifer

. shares subject to awards granted under our 2016tdd cease to be subject to the awards for asoreother than exercises of stock options or
appreciation rights

. shares issued or subject to awards granted und@0d% Plan that are subsequently forfeited or remsed by us at the original issue price;

. shares surrendered, cancelled, or exchanged forocas different award (or combination thereof)d an

. shares subject to awards under our 2007 Plan teatised to pay the exercise price of a stock oppiomwithheld to satisfy the tax withholdi

obligations related to any awal

Our 2015 Plan authorizes the award of stock opticestricted stock awards, stock appreciation sigRiSUs, performance awards, and stock bonuse
person will be eligible to receive more than 3,000, shares in any calendar year under our 2015d®ter than a new employee of ours, who will bgikle tc
receive no more than 6,000,000 shares under tinempltae calendar year in which the employee contegemployment. The aggregate number of sharemthy
be subject to awards granted to any one emmployee director pursuant to the 2015 Plan incatyndar year shall not exceed 1,500,000. No niane 87,500,0C
shares may be issued as incentive stock optionsruhd 2015 Plan.

Our 2015 Plan will be administered by our compdnsatommittee, all of the members of which are wigtglirectors as defined under applicable fedeu
laws, or by our board of directors acting in plaf@ur compensation committee. The compensatiomuittee will have the authority to construe and riptet ou
2015 Plan, grant awards, and make all other detestions necessary or advisable for the administraif the plan.

Our 2015 Plan will provide for the grant of awatdsour employees, directors, consultants, indepencentractors, and advisors, provided the constd
independent contractors, directors, and advisardaeservices not in connection with the offer aate of securities in a capitalising transaction. The exerc
price of stock options must be at least equal édfalir market value of our Class A common stockl@ndate of grant.

We anticipate that in general, stock options wélsvover a fougear period. Stock options may vest based on tinalbievement of performance conditic
Our compensation committee may provide for stockoog to be exercised only as they vest or to bmexhiately exercisable with any shares issued orcise
being subject to our right of repurchase that lasethe shares vest. The maximum term of sto¢repgranted under our 2015 Plan is ten years.

A restricted stock award is an offer by us to sklires of our Class A common stock subject toicéistns, which may vest based on time or achiever
performance conditions. The price, if any, of atieted stock award will be determined by the comgagion committee. Unless otherwise determinedhla
compensation committee at the time of award, vgsiiil cease on the date the holder no longer plewiservices to us and unvested shares will beitedfto o
repurchased by us.

Stock appreciation rights provide for a paymenpayments, in cash or shares of our Class A conmstauk, to the holder based upon the difference et
the fair market value of our Class A common stockte
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date of exercise and the stated exercise priceaat gp to a maximum amount of cash or number afesh Stock appreciation rights may vest basednoa d!
achievement of performance conditions.

RSUs represent the right to receive shares of dassCA common stock at a specified date in theréytsubject to forfeiture of that right becaus
termination of employment or failure to achievetair performance conditions. If an RSU has not He€eited, then on the date specified in the Rgttamen
we will deliver to the holder of the RSU whole stmof our Class A common stock (which may be sultgeadditional restrictions), cash, or a combio@tdf ou
Class A common stock and cash.

Performance awards cover a number of shares ofCtass A common stock that may be settled upon waehient of the prestablished performan
conditions in cash or by issuance of the underlghares. These awards are subject to forfeituor fisettlement due to termination of employmenfadure tc
achieve the performance conditions.

Stock bonuses may be granted as additional compendar past services or performance, in the faiash, Class A common stock, or a combini
thereof, and may be subject to restrictions, wiigty vest based on time or achievement of performanaditions.

In the event there is a specified type of changeuincapital structure without our receipt of calesation, such as a stock split, appropriate aatests wil
be made to the number of shares reserved und&0d&r Plan, the maximum number of shares that cagrdrged in a calendar year and the number of staam
exercise price, if applicable, of all outstandingaads under our 2015 Plan.

Awards granted under our 2015 Plan may not be fearesl in any manner other than by will or by thev$ of descent and distribution or as determine
our compensation committee. Unless otherwise p@chlty our compensation committee, stock optiong beaexercised during the lifetime of the optionedy
by the optionee or the optionsejuardian or legal representative. Stock opticasmtgd under our 2015 Plan generally may be eatdisr a period of thre
months after the termination of the optiorsesérvice to us, for a period of 12 months in thgecof death or for a period of six months in thsecof disability, ¢
such longer period as our compensation committeepravide. Stock options generally terminate imragely upon termination of employment for cause.

Our 2015 Plan provides that, in the event of a,dekse, or other disposition of all or substahtiall of our assets or specified types of merga
consolidations, or a corporate transaction, outbt@nawards under our 2015 Plan may be assumedpteced by any surviving or acquiring corporatithe
surviving or acquiring corporation may substitutaitar awards for those outstanding under our 2BIE; outstanding awards may be settled for tHevallie o
such outstanding award (whether or not then vesteskercisable) in cash, cash equivalents, or g@siof the successor entity with payment defewadl the
date or dates the award would have become exeleisalvested; or outstanding awards may be terméh&ir no consideration. Our board of directors the
discretion to provide that a stock award under2045 Plan will imnmediately vest as to all or anytum of the shares subject to the stock awardhattitne of .
corporate transaction or in the event a particigaservice with us or a successor entity is termhaictually or constructively within a designatedipd followinc
the occurrence of the transaction. Stock awards melparticipants under our 2015 Plan will not vestomatically on such an accelerated basis usiessifically
provided in the participant’s applicable award agnent. In the event of a corporate transactionyésting of all awards granted to nemployee directors sh
accelerate and such awards shall become exercigabégplicable) in full upon the consummationhef torporate transaction.

Our 2015 Plan will terminate ten years from theedatr board of directors approved the plan, unieissterminated earlier by our board of directd@sn
board of directors may amend or terminate our 2REH at any time. If our board of directors ameads 2015 Plan, it does not need to ask for stoakéh
approval of the amendment unless required by agigkclaw.
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2015 Employee Stock Purchase Plan

In May 2015, our board of directors and our stodtters adopted and approved our 2015 ESPP. The RSP will become effective upon the comple
of this offering. We have adopted the 2015 ESPériter to enable eligible employees to purchaseeshairour Class A common stock at a discount fahovthe
date of this offering. Purchases will be accom@dskthrough participation in discrete offering pesoOur 2015 ESPP is intended to qualify as an eyepl stoc
purchase plan under Section 423 of the Code. Wiallgireserved 3,750,000 shares of our Class Arnomstock for issuance under our 2015 ESPP. Theal
of shares reserved for issuance under our 2015 B8PiRcrease automatically on the 1st day of Jamwf each calendar year following the first offfigrdate b
the number of shares equal to 1% of the total antshg shares of our common stock as of the imnedgliareceding December 31 (rounded to the nearbste
share). However, our board of directors may redheeamount of the increase in any particular y&ae aggregate number of shares issued over theaeom
2015 ESPP will not exceed 37,500,000 shares o€tags A common stock.

Our compensation committee will administer our 2E8PP. Our employees generally are eligible tagpate in our 2015 ESPP if they are employed t
for at least 20 hours per week and more than figaths in a calendar year. Employees who are 5%lstdders, or would become 5% stockholders as dtref
their participation in our 2015 ESPP, are ineligibd participate in our 2015 ESPP. We may imposhtiadal restrictions on eligibility. Under our 28IESPF
eligible employees will be able to acquire shareew Class A common stock by accumulating fundsugh payroll deductions. Our eligible employee§ i
able to select a rate of payroll deduction betwEsnand 15% of their base cash compensation. Wealgitl have the right to amend or terminate our ZB3BP ¢
any time. Our 2015 ESPP will terminate on the temthiversary of the first offering date, unlesis iterminated earlier by our board of directors.

When an initial offering period commences, our esgpks who meet the eligibility requirements fortiggration in that offering period will automatidylbe
granted a nontransferable option to purchase shitest offering period. For subsequent offeriregipds, new participants will be required to eniolla timely
manner. Once an employee is enrolled, participatidh be automatic in subsequent offering periods1 employee$ participation automatically ends uj
termination of employment for any reason.

Except for the first offering period, each offeripgriod will run for no more than six months, wihrchases occurring every six months. The firséraft
period will begin upon the date of this prospecaus will end approximately eleven months followithg date of this prospectus. An emplogeparticipatio
automatically ends upon termination of employmentainy reason.

No participant will have the right to purchase ssaof our Class A common stock in an amount, wiggremated with purchase rights under all
employee stock purchase plans that are also ictéffehe same calendar year, that have a fair etarddue of more than $25,000, determined as ofitsieday o
the applicable purchase period, for each calendar i which that right is outstanding. In additioro participant will be permitted to purchase mthr@n 3,75
shares of our Class A common stock during any amehase period or a lesser amount determined bga@upensation committee. The purchase price fates
of our Class A common stock purchased under oub HBPP will be 85% of the lesser of the fair maxkate of our Class A common stock on (i) the firatling
day of the applicable offering period and (ii) thet trading day of each purchase period in thdicgge offering period.

If we experience a change in control transactiog, @ffering period that commenced prior to the icigf the proposed change in control transactidhbe
shortened and terminated on a new purchase dagenda purchase date will occur prior to the clogifithe proposed change in control transaction,amwd201!
ESPP will then terminate on the closing of the psgal change in control.

401(k) Plan

We maintain a retirement plan for the benefit of employees. The plan is intended to qualify aaxaqualified 401(k) plan so that contributions e ¥401
(k) plan, and income earned on such contributiares,
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not taxable to participants until withdrawn or distited from the 401(k) plan (except in the casecodfitributions under the 401(k) plan designatedRaf
contributions). The 401(k) plan provides that egeaiticipant may contribute up to 90% of his or lpeetax compensation, up to an annual statutory |
Participants who are at least 50 years old canastribute additional amounts based on statuiamitd for “catch-up”contributions. Under the 401(k) plan, e
employee is fully vested in his or her deferrecasatontributions. Employee contributions are hetdl invested by the plantrustee as directed by participa
Our 401(k) plan provides for discretionary matchafg@mployee contributions.

Limitation of Liability and Indemnification of Dire ctors and Officers

Our restated certificate of incorporation, whicHlwecome effective immediately prior to the conijae of this offering, contains provisions that itrthe
liability of our directors for monetary damagestte fullest extent permitted by Delaware law. Capssitly, our directors will not be personally liatib us or ot
stockholders for monetary damages for any breadideéiary duties as directors, except for lialyilit

. for any breach of their duty of loyalty to our coamy or our stockholders;

. for any act or omission not in good faith or thatdlves intentional misconduct or a knowing viadatiof law;

. unlawful payments of dividends or unlawful stockuechases or redemptions as provided in Sectioroflit#e Delaware General Corporation Law
. for any transaction from which they derived an iog@r personal benefit.

Any amendment to or repeal of these provisions mdit eliminate or reduce the effect of these piiows in respect of any act, omission, or claim
occurred or arose prior to that amendment or refetle Delaware General Corporation Law is amenbeprovide for further limitations on the persbhability
of directors of corporations, then the persondlility of our directors will be further limited tthe greatest extent permitted by the Delaware Gé@orporatio
Law.

Our restated bylaws, which will become effectivariediately prior to the completion of this offeringrovide that we will indemnify, to the fullest ext
permitted by law, any person who is or was a partig threatened to be made a party to any acsiait, or proceeding by reason of the fact thathghe is or we
one of our directors or officers or is or was segvat our request as a director or officer of aaotiorporation, partnership, joint venture, trestpther enterpris
Our restated bylaws provide that we may indemmafthe fullest extent permitted by law any persomvgor was a party or is threatened to be madaty o an'
action, suit, or proceeding by reason of the flaat he or she is or was one of our employees orta@e is or was serving at our request as an graplor agent «
another corporation, partnership, joint venturestiror other enterprise. Our restated bylaws pilevide that we must advance expenses incurred by behalf ¢
a director or officer in advance of the final disfiimn of any action or proceeding, subject to Vénjted exceptions.

We have also entered into indemnification agreemaiith each of our directors and executive officévat are broader than the specific indemnifice
provisions contained in the Delaware General Cafpan Law. These indemnification agreements requiéreamong other things, to indemnify our directams
executive officers against liabilities that maysarby reason of their status or service. Thesenindi&ation agreements also require us to advaticexpense
incurred by the directors and executive officerinirestigating or defending any such action, suitproceeding. We believe that these agreementsemessary
attract and retain qualified individuals to serged@ectors and executive officers.

The limitation of liability and indemnification pwisions in our restated certificate of incorporatiand restated bylaws or in these indemnifici
agreements may discourage stockholders from bigngitawsuit against our directors for breach ofrtfiduciary duty. They may also reduce the likeldd o
derivative litigation against our directors andicdfs, even though an action, if successful, migimefit us and other stockholders. Further, a stolder’s
investment may be adversely affected to the exterttwe pay the costs of
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settlement and damage awards against directorsféindrs as required by these indemnification psawis. At present, we are not aware of any penliiggtion
or proceeding involving any person who is or was ohour directors, officers, employees, or othgerds or is or was serving at our request as atdireofficer
employee, or agent of another corporation, partigrgoint venture, trust, or other enterprise, ¥drich indemnification is sought, and we are notaswof an
threatened litigation that may result in claimsifatemnification.

We have obtained insurance policies under whichjesti to the limitations of the policies, coverageprovided to our directors and officers agaimst
arising from claims made by reason of breach afdidry duty or other wrongful acts as a directopfficer, including claims relating to public seitigs matters
and to us with respect to payments that may be rogdss to these officers and directors pursuanutandemnification obligations or otherwise as atter of law

Certain of our noremployee directors may, through their relationshyith their employers, be insured or indemnifieciiagt certain liabilities incurred
their capacity as members of our board of directors

The underwriting agreement will provide for indefization by the underwriters of us and our officedsectors, and employees for certain liabiligsinc
under the Securities Act or otherwise.

Insofar as indemnification for liabilities arisingnder the Securities Act may be permitted to dimes;tofficers, or persons controlling our companyspan
to the foregoing provisions, we have been inforried, in the opinion of the SEC, such indemnificatis against public policy as expressed in theuiies Ac
and is therefore unenforceable.
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CERTAIN RELATIONSHIPS AND RELATED-PARTY TRANSACTION S

In addition to the compensation arrangements dészlis the sections titled “Management” and “Exeeu€ompensation,the following is a description
each transaction since January 1, 2012 and eamdntlyrproposed transaction in which:

. we have been or are to be a participant;
D the amount involved exceeds or will exceed $120,8640
. any of our directors, executive officers, or hoklef more than 5% of our capital stock, or any irdrage family member of or person sharing

household with any of these individuals, had ot tdlve a direct or indirect material intere

Series D Convertible Preferred Stock Financing

Between June 2013 and August 2013, we sold an gaigref 29,149,887 shares of our Series D conventiteferred stock at a purchase price of $1.
per share for an aggregate purchase price of appatedy $43.0 million. Each share of our Seriesdbwertible preferred stock will convert automatigahto one
share of our Class B common stock immediately gadhe completion of this offering.

The following table summarizes the Series D corilviertpreferred stock purchased by members of oardof directors or their affiliates and holder:
more than 5% of our outstanding capital stock:

Shares of Series

Convertible
Name of Stockholder Preferred Stock Total Purchase Price ($
SoftBank PrinceVille Investments, L.P. 10,168,57 15,000,00
True Ventures Il, L.F@ 677,90 999,99¢
Foundry Group Select Fund, I® 6,779,041 9,999,98:i

(1) SoftBank PrinceVille Investments, L.P. holds mdnart 5% of our outstanding capital stock. Stevenr®jyra member of our board of directors, is a Rartof SoftBank Capital, an entity affiliated w
SoftBank PrinceVille Investments, L.

(2) True Ventures I, L.P. holds more than 5% of outstanding capital stock. Jonathan D. Callaghangeber of our board of directors, is a Managing riearbf True Ventures, an entity affiliated with &
Ventures I, L.P

(3) Foundry Group Select Fund, LP and Foundry Ventwagit@l 2007, L.P., together, hold more than 5%uofautstanding capital stock. Brad Feld, who wasember of our board of directors from August z
to May 2015, is a Managing Director of Foundry Grpan affiliate of the Foundry Group Fun

Third Amended and Restated Investors’ Rights Agreerant

We have entered into an amended and restated insasghts agreement with certain holders of our cotibkr preferred stock, including entities affilid
with the Foundry Group Funds, SoftBank PrinceVilgestments, L.P., and True Ventures Il, L.P. JoaatD. Callaghan and Steven Murray, members ¢
board of directors, are affiliated with True Vergsirand SoftBank Capital, respectively. Brad Feldo was a member of our board of directors from At@01(
to May 2015, is affiliated with the Foundry Grouprfds. These stockholders are entitled to rights wespect to the registration of their shares falhg this
offering. See the section titled “Description ofptal Stock—Registration Rights” for additional @nfnation.

Indemnification Agreements

We have entered into indemnification agreementh edgtch of our directors and executive officers. Haemnification agreements and our restated by
which will become effective immediately prior toetltompletion of this offering, will require us tedemnify our directors to the fullest extent novhgbited by
Delaware law. Subject to certain limitations, oestated bylaws also require us to advance expémsased by our directors and officers. See thdieeditled
“Executive Compensation—Limitation of Liability anddemnification of Directors and Officers” for a@tidnal information.
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SoftBank Distribution Agreement

In connection with a distribution agreement we srdento with SoftBank BB Corporation, or SoftBaBB, an entity affiliated with SoftBank PrinceVi
Investments, L.P. that holds more than 5% of oustanding capital stock, SoftBank BB paid us $Ifiion and $0.5 million in 2013 and 2014, respeely. In
2012, SoftBank BB paid us an immaterial amount anreection with the distribution agreement. In 204@ paid SoftBank BB $0.1 million for promotiol
services rendered in Japan by SoftBank BB undedisteibution agreement. In the three months eridadcch 31, 2015, we repaid SoftBank BB $2.8 million
sales returns accepted in 2014, and SoftBank B8 ysi50.5 million, due to an amendment of the itistion agreement. Steven Murray, a member of @aird o
directors, is a Partner of SoftBank Capital, antgaffiliated with SoftBank PrinceVille InvestmentL.P.

Review, Approval, or Ratification of Transactions with Related Parties

Our relatedperson transactions policy adopted by our boamtirettors and the charter of our audit committebe@dopted by our board of directors ar
effect immediately prior to the completion of tleering require that any transaction with a refapeerson that must be reported under applicabés rof the SE
must be reviewed and approved or ratified by oulitaxommittee, unless the related party is, orsisoaiated with, a member of that committee, in Whaeent th
transaction must be reviewed and approved by omnimating and governance committee.

Prior to the adoption of our related-person tratisas policy, we had no formal, written policy oropedure for the review and approval of relapeatty
transactions. However, our practice has been te hvelatedparty transactions reviewed and approved by a rityajof the disinterested members of our boai
directors, including the transactions describedvabo
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PRINCIPAL AND SELLING STOCKHOLDERS

The following table presents certain informatiorthviespect to the beneficial ownership of our commstock as of March 31, 2015, and as adjust
reflect the sale of Class A common stock offeredi®yand the selling stockholders in this offerisguaming no exercise and full exercise of the undtews’ optior
to purchase additional shares to cover over-allotmdy:

D each of our current directors;

D each of our named executive officers;

. all of our directors and executive officers as augr,

. each stockholder known by us to be the beneficieder of more than 5% of our outstanding sharesla$<CA or Class B common stock; and
. each selling stockholder.

We have determined beneficial ownership in accardamith the rules of the SEC. Unless otherwiseciai#id below, to our knowledge, based on inform
furnished to us, the persons and entities naméheiniable have sole voting and investment powehn vaspect to all shares that they beneficially osubject ti
applicable community property laws. We have deesfedes of our common stock subject to optionsdteturrently exercisable or exercisable withirdé9s o
March 31, 2015 to be outstanding and to be bermdificowned by the person holding the option for fhepose of computing the percentage ownershifha
person but have not treated them as outstandinthégpurpose of computing the percentage ownerstapy other person.

We have based percentage ownership of our comnoak before this offering on no shares of our CRRsmmon stock and 182,263,119 shares o
Class B common stock outstanding on March 31, 2@h#ch includes 139,851,483 shares of Class B comstack resulting from the automatic conversiomlt
outstanding shares of our convertible preferredksio connection with this offering, as if this a@rsion had occurred as of March 31, 2015. Pergersanershi
of our common stock after this offering (assumimgexercise of the underwriters’ option to purchadditional shares to cover ovaltetments) also assumes
sale by us and the selling stockholders of 29,88Ddghares of Class A common stock in this offe(ingluding the shares that are issued upon thexatise ¢
warrants to purchase shares of our Class B comtoa and sold in this offering). Percentage ownigrsii our common stock after this offering (assugnfoll
exercise of the underwriters’ option to purchasditamhal shares to cover ovatlotments) also assumes the sale by the sellingklsblders of an additior
4,477,500 shares of Class A common stock (inclutliegshares that are issued upon the net exercigarmants to purchase shares of our Class B constuni
and sold in this offering). Unless otherwise intlich the address of each beneficial owner in thkethelow is c/o Fitbit, Inc., 405 Howard StreeanS-rancisce
California 94105.
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Number % Total % Total
of Shares Voting Number Voting
Being . Power After  of shares . Power After
Shares Offered Shares Beneficially this Being Shares Beneficially this
Beneficially (Assuming Owned After this Offering Offering @  Offered Owned After this Offering Offering (1)
Owned Before % Total = (Assuming No Exercise of (Assuming  (Assuming (Assuming Full Exercise of (Assuming
__this Offering Voting No Over-Allotment Option) No Full Over-Allotment Option) Eull
Class B Power Exercise Class A Class B Exercise of  Exercise Class A Class B Exercise of
Before of Over- Over- of Over- Over-
Name of Beneficia this Allotment Allotment  Allotment Allotment
Owner Shares %  Offering () _Option)  Share: % _ Shares % _ Option) Option) ~ Shares % _ Shares % _ Option)
Named Executive Officers and Directors
James Par(2) 20,018,87 10.€ 10.¢ 684,88t — — 19,333,98 10.¢ 10.€  1,095,81 — — 18,923,05 11.C 10.¢
Eric N. Friedmar(®) 20,065,21 10.€ 10.€ 684,88t — — 19,380,32 10. 10.€  1,095,81 — — 18,969,39 11.C 10.€
William Zerella — — — — — — — — — — — — — — —
Jonathan D. Callaghz(4) 40,865,29 224 22.4  1,958,56 — — 38,906,72 22.:2 21.¢ 3,133,70: — — 37,73158 22.1 211
Steven Murral(s) 10,168,57 5.€ 5.€ 515,62! — — 9,652,94 5.t 5.4 825,00( — — 9,343,57. 5.t 5.4
Christopher Paisle(®) 10,00( * * — = — 10,000 — — — = — 10,000 — —
All executive officers and directors as a
group (10 person:(7 101,340,80 52.7 52.7  3,843,96. — — 97,496,83 52.7 51.¢ 6,150,34. — — 95,190,46 52.7 51.¢
5% Stockholders:
Foundry Group Func(® 52,727,65 28.¢ 28.¢  2,887,23 — — 4984041 28F 28.0  4,619,57" — — 48,108,07 28. 27.7
True Ventures I, L.F(®) 40,865,29 224 22.4  1,958,56 — — 38,906,72 22.2 21.¢ 3,133,70: — — 37,73158 22.1 211
SoftBank PrinceVille Investments, L.(10) 10,168,57 5.€ 5.€ 515,62! — —  9,652,94 5E 5.4 825,00( — — 934357, 5E 5.4
Other Selling Stockholders:
Sapphire Ventures Fund I, 111) 6,779,04 3.7 3.7 371,20¢ — — 6,407,83! 3.7 3.€ 593,92¢ — — 6,185,11 3.€ 3.€
SoftTech VC Fund®2) 6,200,08: 3.4 34 93,75! — —  6,106,33 Bls 34 150,00: — — 6,050,08 3.t Bls
Qualcomm Incorporate(13) 3,389,52 1.8 1.9 105,92 — — 328360 1€ 1.€ 169,47 — — 322004 1¢ 1.¢
Martin David Greer 600,00( * * 32,85t - — 567,14! * * 52,56¢ - — 547,43: * *
Gokhan Kutlu 872,82( * * 20,51% — - 852,30 * * 32,82 — - 839,99 * *
SVB Financial Grou|4) 1,144,99; * * 62,69 — —  1,081,38 * * 100,31t — —  1,04321 * *
WestRiver Mezzanine Loans, LL(L5) 810,00( * * 44,35¢ — — 763,58! * * 70,967 — — 735,73: * *
* Less than 1 perce
1) Percentage of total voting power represents vagimger with respect to all shares of our Class A@las B common stock, as a single class. The rotifeour Class B common stock are entitled tovises

@
(©)

per share, and holders of our Class A common sicelentitled to one vote per share. See the setifienh “Description of Capital Stock—Common Stodkt additional information about the voting righutf
our Class A and Class B common stc

Consists of (i) 18,067,392 shares of Class B comstook held by Mr. Park and (ii) 1,951,478 shark€lass B common stock subject to options held by Rark that are exercisable within 60 day
March 31, 2015

Consists of (i) 14,467,392 shares of Class B comstook held by Mr. Friedman, (ii) 3,600,000 shavé€lass B common stock held by Mr. Friedman astéei of the Friedman 2015 GRAT, (iii) 46,:
shares of Class B common stock held by the NormaAridron Trust, of which Mr. Friedman is a ttastee and beneficiary, and (iv) 1,951,478 shafeSlass B common stock subject to options hel
Mr. Friedman that are exercisable within 60 dayMafch 31, 201&

Consists of the shares of Class B common stockregf¢o in footnote (9) belov

Consists of the shares of Class B common stockreef¢o in footnote (10) belov

Consists of 10,000 shares of Class B common sidgjest to options held by Mr. Paisley that are eisaible within 60 days of March 31, 20:

Consists of (i) 91,425,462 shares of Class B comstock and (ii) 9,915,340 shares of Class B comstock subject to options that are exercisable wiétl days of March 31, 2015 held by all our exe®
officers and directors, as a groi

Consists of (i) 45,948,612 shares of Class B comstock held by Foundry Venture Capital 2007, Lid i) 6,779,040 of Class B common stock held byrdry Group Select Fund, LP. Foundry Ven
2007, LLC is the general partner of Foundry VentGepital 2007, L.P. and Foundry Select Fund GP, lis€e general partner of Foundry Group SelectdfFu®. Seth Levine, Ryan Mclintyre, Ja
Mendelson, and Brad Feld, who was a member of oarcbof directors from August 2010 to May 2015, the managing members of Foundry Group, an affilaftthe Foundry Group Funds and, there
may be deemed to share voting and dispositive powarthe shares held by the Foundry Group Furlus.afidress for these entities is 1050 Walnut StBegte 210, Boulder, Colorado 803(
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(©)

(10)

(11

(12)

(13)

(14)

(15)

Consists of 40,865,292 shares held of retgrdrue Ventures Il, L.P., or TV Il, a Delaware ited partnership, for itself and as nominee foreTkentures II-A, L.P., or TV 1A, a Delaware limite
partnership. True Venture Partners Il, L.L.C., MPTIl, a Delaware limited liability company, is tigeneral partner of each of TV Il and TVAI-Jonathan D. Callaghan and Philip Black are tla@magin(
members of TVP Il and, therefore, may be deemesh#we voting and dispositive power over the shaedd by TV Il and TV IIA. The address for these entities is 530 Lyttonrwes Suite 303, Palo Alt
California 94301

Consists of 10,168,572 shares of Class B commak $teld by SoftBank PrinceVille Investments, L.B BV GP L.P. is the general partner of SoftBanké®Ville Investments, L.P. and SB PV GP LL!
the general partner of SB PV GP L.P. The managiembers of SB PV GP LLC are Ronald D. Fisher, Kdligra, and Steven Murray, and, therefore, may kel to share voting and dispositive pc
over the shares held by SoftBank PrinceVille Invesits, L.P. The address for these entities is 88 @lenue, Newton, Massachusetts 02-

Consists of 6,779,040 shares of Class B commork $teld by Sapphire Ventures Fund |, LP., or SagphR. Sapphire Ventures (GPE) I, L.L.C., or SappPE, is the general partner of Sapphire LP.
Marakovic, Richard Douglas Higgins, Jayendra Dasyi® Hartwig, and Andreas Weiskam, as the managiembers of Sapphire GPE, share voting and dispegibwer with respect to the shares hel
Sapphire LP. The address for each of these eniitig® Sapphire Ventures, 3408 Hillview AvenuelpRito, California 94304

Consists of (i) 3,803,868 shares of Class B comstock held by SoftTech VC Ill, L.P., or SoftTech, nd (ii) 2,396,220 shares of Class B commonkstedd by SoftTech VC II, L.P., or SoftTech Il, ¢
together with SoftTech Ill, the SoftTech VC Fun8sftTech VC Il, L.L.C., or SoftTech Il LLC, is thgeneral partner of SoftTech I, and SoftTech VCLIL.C., or SoftTech Il LLC, is the general pagtroi
SoftTech Ill. J.F. Clavier is the managing membleSoftTech Il LLC and SoftTech Il LLC and has saleting and dispositive power over the shares bgl&oftTech Il and SoftTech Ill. The address
these entities is 530 Lytton Ave"dF|oor, Palo Alto, California 9430:

Consists of 3,389,523 shares of Class B commork $tel by Qualcomm Incorporated. Qualcomm Incorfeatas a public company traded on the NASDAQ GldWaftket. Its address is 5775 Morehc
Drive, San Diego, California 9212

Consists of 1,144,992 shares of Class B commork stobject to warrants held by SVB Financial Grolihe shares beneficially owned after this offeriagsuming no exercise and full exercise o
underwriters’ overllotment option, reflect the forfeiture of 915 &b shares of Class B common stock, respectiasly result of the net exercise of warrants tolase 63,612 shares and 38,168 shai
Class B common stock, respectively, at an assunitgal public offering price of $15.00 per sharehioh is the midpoint of the price range set forthtioe cover page of this prospectus. SVB Finar@ialy
is a reporting company listed on the NASDAQ Glokarket. Through the authority delegated by SVB Raial Groups Finance Committee of the Board of Directors, M&lhDescheneaux, Chief Finan
Officer of SVB Financial Group, has voting and dispive power over the warrants and underlying ehdeld by SVB Financial Group. SVB Financial Grampn affiliate of a brokedealer. At the time «
issuance, SVB Financial Group represented to thgpeoy that it acquired the securities as an invesstnpurchased the shares to be sold in the oydawarse of business and, at the time of the psghaa
no agreements or understandings, directly or intlirewith any person to distribute the shares. @tidress of SVB Financial Grc's headquarters is 3003 Tasman Drive, Santa Clatdio@ia 95054
Consists of 810,000 shares of Class B common staigject to warrants held by WestRiver Mezzaninensp&LC. The shares beneficially owned after ttifering, assuming no exercise and full exercis
the underwriters’ oveallotment option, reflect the forfeiture of 2,068dal1,238 shares of Class B common stock, respégta® a result of the net exercise of warrantgsuachase 46,417 shares and 27
shares of Class B common stock, respectively, aissamed initial public offering price of $15.00r ghare, which is the midpoint of the price rangefsrth on the cover page of this prospectus.
Anderson is the managing member of WestRiver Maneahoans, LLC and has sole voting and dispositivever with respect to these shares. The addre¥gestRiver Mezzanine Loans, LLC is 3'
Carillon Point, Kirkland, Washington 980z
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DESCRIPTION OF CAPITAL STOCK

The following description summarizes the most int@or terms of our capital stock, as they will beeffect following this offering. Because it is ord
summary, it does not contain all the informatioattimay be important to you. We expect to adopstated certificate of incorporation and restateldyg that wil
becomeeffective immediately prior to the completion ofisttoffering, and this description summarizes priovis that are expected to be included in t
documents. For a complete description, you shaefler to our restated certificate of incorporatimestated bylaws, and third amended and restatestons'rights
agreement, which are included as exhibits to thestation statement of which this prospectus foenpart, and to the applicable provisions of Del@daw. Upol
the completion of this offering, our authorized italpstock will consist of 600,000,000 shares of$3l A common stock, $0.0001 par value per shaf038,00!
shares of Class B common stock, $0.0001 par vaushare, and 10,000,000 shares of “blank cheafemed stock, $0.0001 par value per share.

Assuming the conversion of all outstanding shafesuo convertible preferred stock into shares af Glass B common stock, which will occur immedig
prior to the completion of this offering, as of Mhar31, 2015, there were outstanding:

D no shares of our Class A common stock;

D 182,263,119 shares of our Class B common stockamdig, held by 130 stockholders of record;

D 47,337,190 shares of our Class B common stockliswgpon exercise of outstanding stock options;
. 291,630 shares of our Class B common stock issugdale the settlement of outstanding RSUs; and
. 1,954,992 shares of our Class B common stock i¢suggmn exercise of outstanding warrants.

Common Stock

Dividend Rights

Subject to preferences that may apply to any shaffgseferred stock outstanding at the time, th&léws of our common stock are entitled to rec
dividends out of funds legally available if our boaf directors, in its discretion, determinesdsue dividends and then only at the times andérathounts th
our board of directors may determine. See the@etitied “Dividend Policy” for additional informain.

Voting Rights

Holders of our Class A common stock are entitledrie vote for each share of Class A common stottkdre all matters submitted to a vote of stockhrd
and holders of our Class B common stock are edttteten votes for each share of Class B commarkdteld on all matters submitted to a vote of shadéters
Holders of shares of our Class A common stock alad<CB common stock vote together as a single @asall matters (including the election of dires)
submitted to a vote of stockholders, unless otrewequired by law. Our restated certificate obmporation does not provide for cumulative votiog the electio
of directors. As a result, the holders of a mayooit our voting shares can elect all of the diresttien standing for election.

No Preemptive or Similar Rights

Our common stock is not entitled to preemptive tsghnd is not subject to redemption or sinkingdfprovisions.

Right to Receive Liquidation Distributions

Upon our liquidation, dissolution, or winding-ufhe assets legally available for distribution ta stockholders would be distributable ratably amdimg
holders of our Class A and Class B common stockaenyd
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participating preferred stock outstanding at tivaet subject to prior satisfaction of all outstargidebt and liabilities and the preferential rightsnd the payme
of liquidation preferences on, if any, any outsiagdshares of preferred stock.

Conversion

Each outstanding share of Class B common stockrigeartible at any time at the option of the hololgo one share of Class A common stock. In add|
each share of Class B common stock will converdmatically into one share of Class A common stoetiruany transfer, whether or not for value, whiclbus
after the closing of this offering, except for e@nt permitted transfers described in our restaeetficate of incorporation, including transfersfamily members
trusts solely for the benefit of the stockholdertloeir family members, and partnerships, corporati@nd other entities exclusively owned by theldiolder o
their family members. Once converted or transfeard converted into Class A common stock, the assmmon stock will not be reissued.

All the outstanding shares of Class B common steitlkconvert automatically into shares of Class @¢mmmon stock on the earlier of twelve years fron
date of this prospectus or the date that holdei® mfajority of our Class B common stock elect tovast the Class B common stock to Class A commoaoks
Following such conversion, each share of ClassArnon stock will have one vote per share and thesigf the holders of all outstanding common steikbe
identical. Once converted into Class A common sttdoi Class B common stock may not be reissued.

Fully Paid and Non-Assessable

All of the outstanding shares of our Class A ands€IB common stock are, and the shares of our Blassnmon stock to be issued pursuant to this ioff
will be, fully paid and non-assessable.

Preferred Stock

Following the completion of this offering, our bdaof directors will be authorized, subject to liatibns prescribed by Delaware law, to issue prefestoc!
in one or more series, to establish from timerwetthe number of shares to be included in eachsseand to fix the designation, powers, preferermes rights ¢
the shares of each series and any of its qualiicgt limitations, or restrictions, in each casehwiit further vote or action by our stockholdersir ®oard o
directors can also increase or decrease the nudflsrares of any series of preferred stock, butbetdw the number of shares of that series thestanding
without any further vote or action by our stockleskl Our board of directors may authorize the isseaf preferred stock with voting or conversioghts tha
could adversely affect the voting power or othghts of the holders of our Class A or Class B commsimck. The issuance of preferred stock, whilevidiog
flexibility in connection with possible acquisitisrand other corporate purposes, could, among thiregs, have the effect of delaying, deferringpoeventing
change in our control and might adversely affeetriarket price of our Class A common stock andvtiteng and other rights of the holders of our Clasanc
Class B common stock. We have no current plansteeisiny shares of preferred stock.

Options

As of March 31, 2015, we had outstanding optionputchase an aggregate of 47,337,190 shares dflass B common stock, with a weightaderag
exercise price of $2.19 per share, granted purgoanir 2007 Plan.
RSUs

As of March 31, 2015, we had outstanding RSUs et be settled for an aggregate of 291,630 shdrmsrdClass B common stock granted pursuant t
2007 Plan.
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Warrants
As of March 31, 2015, we had outstanding the folfmwvarrants to purchase shares of our capitakstoc

Total Number

of Exercise Price

Shares
Subject to
Type of Capital Stock Warrants Per Share($) Expiration Dates
Series B convertible preferred stock 277,99. $ 0.215¢ 6/10/201¢
Series C convertible preferred stc 57,00( 0.334¢ 4/11/201¢
Series C convertible preferred stc 1,620,001 0.666 9/27/201¢

In connection with this offering, the warrants torghase shares of our Series B and Series C cdveepreferred stock will convert automatically a
warrants to purchase a like number of shares ofotass B common stock. The exercise prices of theseants may be paid either in cash or by surnéngehe
right to receive shares of our common stock hawinglue equal to the exercise price.

Registration Rights

Pursuant to the terms of our third amended andteinvestorstights agreement, immediately following this offegj the holders of 170,475,781 share
our Class B common stock will be entitled to righitgh respect to the registration of these sharefeuthe Securities Act as described below, of withe holder
of 36,609,975 shares of our Class B common stockasrants to purchase shares of our Class B constank will only be entitled to piggyback registma
rights.

Demand Registration Rights

At any time after six months from the date of thifering, the holders of at least 51% of the tloetistanding shares having registration rights eapest th:
we file a registration statement covering regideatecurities. If the holders requesting registratntend to distribute their shares by means afraaerwriting, th
underwriters of such offering will have the riglet limit the number of shares to be underwrittenriasons related to the marketing of the sharesa®enl
required to file two registration statements that declared effective upon exercise of these demegidtration rights. We may postpone the filingaafgistratio
statement for up to 120 days once in a 12-meetiod if our board of directors determines that fiting would be seriously detrimental to us and stockholder:
and we are not required to effect the filing okgistration statement during the period beginnidgl@ys prior to our good faith estimate of the ddtthe filing of
and ending on a date 180 days following the effedtiate of, a registration initiated by us.

Piggyback Registration Rights

If we register any of our securities for publicesaholders of shares having registration rightd kalve the right to include their shares in theistgtior
statement. However, this right does not apply tegastration relating to sales of shares of paoéints in one of our stock plans, a registratioatired to a corpora
reorganization or other transaction under Rule df#he Securities Act, a registration on any fohattdoes not include substantially the same inftionas wouli
be required to be included in a registration stat@ntovering the sale of the shares having regjistraights, or a registration in which the onlyasés bein
registered are shares issuable upon conversioabifsgcurities that are also being registered.urtuerwriters of any underwritten offering will hatkee right, ir
their sole discretion, to limit, because of mankgtieasons, the number of shares registered by tiedders, in which case the number of shares tedistered wi
be apportioned pro rata among these holders acgptdithe total amount of securities entitled tariduded by each holder, or in a manner mutuaiisead upo
by the holders.

Form S-3 Registration Rights

The holders of at least 10% of the then-outstandimayes having registration rights can requestwiategister all or part of their shares on For@ifwe
are eligible to file a registration statement omir&-3 and if
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the aggregate price to the public, net of undeessidiscounts and commissions, of the shares offeratleast $5 million. The stockholders may onlyuiegj us t
effect two registration statements on Form S-3 i2anonth period. We may postpone the filing oégistration statement on Form Se8 up to 120 days once
a 12-month period if our board of directors deteresithat the filing would be seriously detrimentaiis and our stockholders.

Expenses of Registration Rights

We generally will pay all expenses, other than uwdéng discounts and commissions and the readerfales and disbursements of more than one cc
for the selling stockholders, incurred in connettidth the registrations described above.

Expiration of Registration Rights

The registration rights described above will expidth respect to any particular holder of thesghts, on the earlier of the fifth anniversary o€
completion of this offering or when that holder ¢®L% or less of our then-outstandoammon stock and can sell all of its registrableusiéies without restrictio
under Rule 144 of the Securities Act.

Anti-Takeover Provisions

The provisions of Delaware law, our restated degté of incorporation, and our restated bylaws imaye the effect of delaying, deferring, or disaginc
another person from acquiring control of our compdarhese provisions, which are summarized belowy; have the effect of discouraging takeover bideyTare
also designed, in part, to encourage persons gpékiacquire control of us to negotiate first withr board of directors. We believe that the besefftincrease
protection of our potential ability to negotiatethvan unfriendly or unsolicited acquirer outweigle tisadvantages of discouraging a proposal toilgcgs becau:
negotiation of these proposals could result inmaprovement of their terms.

Delaware Law

We are governed by the provisions of Section 20heDelaware General Corporation Law. In gen&attion 203 prohibits a public Delaware corpore
from engaging in a “business combination” with amtérested stockholdefor a period of three years after the date of thagaction in which the person beci
an interested stockholder, unless the business icatitn is approved in a prescribed manner. A “bess combinationincludes mergers, asset sales, or «
transactions resulting in a financial benefit te gtockholder. An “interested stockholdés”a person who, together with affiliates and asdes, owns, or withi
three years did own, 15% or more of the corporasimutstanding voting stock. These provisions maietibe effect of delaying, deferring, or preventinghang
in our control.

Restated Certificate of Incorporation and Restat®glaws Provisions

Our restated certificate of incorporation and cestated bylaws will include a number of provisidhat could deter hostile takeovers or delay or @n
changes in control of our management team, inctuthie following:

. Dual Class Common Sto. As described above in the section titled “—Comrstack—Voting Rights,’bur restated certificate of incorporation
provide for a dual class common stock structuresyamt to which holders of our Class B common steitikhave the ability to control the outcome
matters requiring stockholder approval, even ifytloevn significantly less than a majority of the s of our outstanding Class A and Clas
common stock, including the election of directonsl aignificant corporate transactions, such as a@eneor other sale of our company or its as
Current investors, executives, and employees \ailetthe ability to exercise significant influenaeothose matter:
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. Board of Directors Vacancie. Our restated certificate of incorporation andtae=l bylaws authorize only our board of directtwsfill vacan
directorships, including newly created seats. Iditamh, the number of directors constituting ourab of directors is permitted to be set only |
resolution adopted by a majority vote of our enboard of directors. These provisions would prewestockholder from increasing the size of
board of directors and then gaining control of board of directors by filling the resulting vacaiwith its own nominees. This makes it n
difficult to change the composition of our boarddaectors but promotes continuity of managem

. Classified Board Initially, our board of directors will not be dsified. However, our restated certificate of inemation and restated bylaws \
provide that our board of directors will be clagifinto three classes of directors at such timthasutstanding shares of our Class B common
represent less than a majority of the combinechggtiower of our common stock. Directors may be negddrom office with or without cause so Ic
as our board of directors is not classified, ardrabur board of directors is classified, directoray be removed from office only for cause.
existence of a classified board of directors caléthy a successful tender offeror from obtainingomity control of our board of directors, and
prospect of that delay might deter a potentialroffeSee the section title‘ Managemer—Board of Directors Compositi” for additional informatior

. Supermajority Requirements for Amendments of OuwstdRal Certificate of Incorporation and RestatedlaBs. Our restated certificate
incorporation will further provide that the affirtinae vote of holders of at least 66 2/3% of theivgptpower of all of the then outstanding share
voting stock will be required to amend certain ps@ns of our restated certificate of incorporatiémcluding provisions relating to the classit
board, the size of the board, removal of directspgcial meetings, actions by written consent, deignation of our preferred stock. In additiore
affirmative vote of holders of 75% of the votingvper of each of our Class A common stock and ClassBmon stock, voting separately by cl
will be required to amend the provisions of outag=d certificate of incorporation relating to tieems of our Class B common stock. The affirmg
vote of holders of at least 66 2/3% of the votirayvpr of all of the then outstanding shares of \@ptitock will be required to amend or repeal
restated bylaws, although our restated bylaws nesgrbended by a simple majority vote of our boardi@ctors.

. Stockholder Action Special Meeting of Stockholder®ur restated certificate of incorporation prowdeat special meetings of our stockholders
be called only by a majority of our board of dist the chairman of our board of directors, orahief executive officet
. Advance Notice Requirements for Stockholder Prdpoaad Director Nomination:. Our restated bylaws provide advance notice pnoeesdfo

stockholders seeking to bring business before anual meeting of stockholders or to nominate caatefl for election as directors at our an
meeting of stockholders. Our restated bylaws afsecify certain requirements regarding the form apdtent of a stockholdes’ notice. Thes
provisions might preclude our stockholders fronngimg matters before our annual meeting of stoakdrs| or from making nominations for direct
at our annual meeting of stockholders if the propercedures are not followed. We expect that thregisions might also discourage or det
potential acquirer from conducting a solicitatidrpooxies to elect the acquirerbwn slate of directors or otherwise attemptinghitain control of ot
company.

. No Cumulative VotincThe Delaware General Corporation Law provides statkholders are not entitled to the right to cuateilvotes in the electi
of directors unless a corporatisnéertificate of incorporation provides otherwigrir restated certificate of incorporation and restdylaws do ni
provide for cumulative voting

. Issuance o“Blank Check” Preferred Stock After the filing of our restated certificate @fciorporation, our board of directors will have thehority
without further action by the stockholders, to &saip to 10,000,000 shares of “blank chepk&ferred stock with rights and preferences, iniclg
voting rights, designated from time to time by daard of directors. The existence of authorizedumissued shares of preferred stock enable
board of directors to render more difficult or tisaburage an attempt to obtain control of us by maeaf a merger, tender offer, proxy contes
otherwise,
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. Choice of Forum Our restated certificate of incorporation wilbpide that the Court of Chancery of the State da@are will be the exclusive fort
for: any derivative action or proceeding broughtoom behalf; any action asserting a breach of fahycduty; any action asserting a claim again:
arising pursuant to the Delaware General Corpardtiaw, our restated certificate of incorporation,oor restated bylaws; or any action asserti
claim against us that is governed by the interidira doctrine. There are several pending lawsaftallenging the validity of choice of fort
provisions in other compan’ organizational documents. It is possible that atcocauld rule that such a provision is inapplicabteinenforceable

Listing

We have been approved to list our Class A commackstn the New York Stock Exchange under the syrtibidl.”
Transfer Agent and Registrar

The transfer agent and registrar for our Class roon stock is Computershare Trust Company, N.A. ffaesfer agens address is 250 Royall Stre
Canton, Massachusetts 02021.
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to this offering, there has been no publickaafor our Class A common stock, and we cannetlist the effect, if any, that market sales of ehay
our Class A common stock or the availability of msaof our Class A common stock for sale will hamethe market price of our Class A common stockaiting
from time to time. Nevertheless, sales of subsddmtinounts of our Class A common stock, includihgres issued upon exercise of outstanding stodkrapol
warrants or settlement of RSUs, in the public maféltowing this offering could adversely affect rkat prices prevailing from time to time and coirftpair oul
ability to raise capital through the sale of ouniggsecurities.

Following the completion of this offering, based the number of shares of our capital stock outstends of March 31, 2015, we will have a tota
29,850,000 shares of our Class A common stock andgtg and 174,907,670 shares of our Class B constomk outstanding. Of these outstanding sharksf
the 29,850,000 shares of Class A common stock isottiis offering will be freely tradable, exceptathany shares purchased by our affiliates followtinig
offering, as that term is defined in Rule 144 unither Securities Act, would only be able to be soldompliance with the Rule 144 limitations desedtbelow
Shares of our Class B common stock are converiiittéean equivalent number of shares of our Clasmmon stock and generally convert into sharesuc
Class A common stock upon transfer.

The remaining outstanding shares of our Class AGlads B common stock will be deemed “restricterlisdes” as defined in Rule 144 under the Secut
Act. Restricted securities may be sold in the pubilarket only if they are registered under the 8tes Act or if they qualify for an exemption froregistratiol
under Rule 144 or Rule 701 promulgated under thmui@ees Act, which rules are summarized belowatidition, all of our security holders have enteiretd
market standoff agreements with us or lockagpeements with the underwriters under which theyeragreed, subject to specific exceptions, neetioany of ou
stock for at least 180 days following the dateta$ fprospectus, as described below. As a resutiedfe agreements and the provisions of our thirenaled an
restated investors’ rights agreement describedebothe section titled “Description of Capital 8te—Registration Rights,5ubject to the provisions of Rule 1
or Rule 701, shares will be available for salehim public market as follows:

. beginning on the date of this prospectus, the ZB(E® shares sold in this offering will be immedigtavailable for sale in the public market;

. beginning 181 days after the date of this prosgedubject to extension as described in the setiti@a “Underwriters,”174,907,670 addition
shares will become eligible for sale in the pulbliarket, of which 91,425,462 shares will be heldafffjliates and subject to the volume and o
restrictions of Rule 144, as described below;

. the remainder of the shares will be eligible fdesa the public market from time to time thereaffabject to vesting and, in some cases, to thenve
and other restrictions of Rule 144, as describéaline

Lock-Up Agreements and Market Standoff Provisions

All of our directors, executive officers, and thelders of substantially all of our outstanding égsecurities are subject to lock-agreements with tl
underwriters or market standoff provisions in agreats with us that, subject to certain exceptipnshibit them from offering for sale, selling, coadting to sel
granting any option for the sale of, transferring otherwise disposing of any shares of our comstonk, options, or warrants to acquire shares ofcommot
stock, or any security or instrument related tg tommon stock, option, or warrant for a periocbleast 180 days following the date of this prasps, withou
the prior written consent of Morgan Stanley & Ca.Q or us, as the case may be. See the sectioa tithederwriters” for additional information.
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Rule 144

In general, under Rule 144 as currently in effeoge we have been subject to the public companyrtiag requirements of Section 13 or Section 15(i
the Exchange Act, for at least 90 days, a persom iwmot deemed to have been one of our affililsepurposes of the Securities Act at any time myithe 91
days preceding a sale and who has beneficially dwine shares proposed to be sold for at least sitims, including the holding period of any priorreav othe
than our affiliates, is entitled to sell those €sawithout complying with the manner of sale, votufimitation, or notice provisions of Rule 144, mdb tc
compliance with the public information requiremenfsRule 144. If such a person has beneficially edvithe shares proposed to be sold for at leasteak
including the holding period of any prior owner eththan our affiliates, then that person would bttled to sell those shares without complying wathy of th
requirements of Rule 144.

In general, under Rule 144, as currently in effeat, affiliates or persons selling shares on bebatiur affiliates are entitled to sell upon exgima of the
lock-up and market standoff provisions describeavabwithin any three-month period, a number ofebahat does not exceed the greater of:

. 1% of the number of shares of our Class A commonksthen outstanding, which will equal approximat2p8,500 shares immediately after
offering; or
. the average weekly trading volume of our Class Amn stock during the four calendar weeks precethiedfiling of a notice on Form 144 w

respect to that sal

Sales under Rule 144 by our affiliates or persaikng shares on behalf of our affiliates are adsiject to certain manner of sale provisions arite
requirements and to the availability of currentlguimformation about us.

Rule 701

Rule 701 generally allows a stockholder who puretiashares of our capital stock pursuant to a writtampensatory plan or contract and who is not @e
to have been an affiliate of our company during ithmediately preceding 90 days to sell these shiaresliance upon Rule 144, but without being reeditc
comply with the public information, holding perioghlume limitation, or notice provisions of Rule4lRule 701 also permits affiliates of our compsmgell thei
Rule 701 shares under Rule 144 without complyintp wie holding period requirements of Rule 144.tdlders of Rule 701 shares, however, are reqtiyettha
rule to wait until 90 days after the date of thisgpectus before selling those shares pursuanti® F01. Moreover, all Rule 701 shares are sultedbck-up
agreements or market standoff provisions as demti@bove and under the section titled “Underwritersd will not become eligible for sale until the eagion of
those agreements.

Registration Statement

We intend to file a registration statement on F&#® under the Securities Act covering all of the skasf our Class B common stock subject to outste
stock options and RSUs and shares of our Classwem stock reserved for issuance under our equigritive plans. We expect to file this registratstetemer
on, or as soon as practicable after, the effectate of this prospectus. However, the shares srgidton Form 8- will not be eligible for resale until expiratiaf
the lock-up agreements and market standoff pravisio which they are subject.

Registration Rights

We have granted demand, piggyback, and For&r&gistration rights to certain of our stockhoklér sell our common stock. Registration of the s#
these shares under the Securities Act would résuliese shares becoming freely tradable withostriction under the Securities Act immediately upbe
effectiveness of the registration, except for shigmerchased by affiliates. See the section titledstription of Capital Stock—Registration Righfet additiona
information.
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MATERIAL U.S. FEDERAL TAX CONSEQUENCES TO NON-U.S. HOLDERS OF OUR CLASS A COMMON STOCK

The following summary describes the material Ueslefal income tax considerations of the acquisitimmership, and disposition of our Class A com
stock by “non-U.S. holders” (as described belowarrttie section titled “—Non-U.S. Holder DefinedThis summary does not address all aspects of ©dgré
income tax considerations relating thereto. Thiswmary also does not address the tax consideratidemg under the laws of any ndhS., state, or loc
jurisdiction, or under U.S. federal gift and estabe laws, except to the limited extent providetbie

Special rules different from those described betoay apply to certain nob-S. holders that are subject to special treatroneder the Code includir
without limitation:

. banks, insurance companies, or other financiaitingins;

. corporations that accumulate earnings to avoid fé@eral income tax;

. persons subject to the alternative minimum tax edMare contribution tax;

. tax-exempt entities (including private foundations}ax-qualified retirement plans;

. controlled foreign corporations or passive foreigrestment companies;

. persons who acquired our common stock as compendati services;

. dealers in securities or currencies;

. traders in securities that elect to use a mark-aoket method of accounting for their securitiesdhas;

. persons that own, or are deemed to own, more taof5ur capital stock (except to the extent spealify set forth below);

D U.S. expatriates, certain former citizens, or loé@gn residents of the United States;

D persons who hold our common stock as a positi@hiadging transaction, “straddle,” “conversion s&etion,” or other risk reduction transaction;
. persons who do not hold our common stock as aalastet within the meaning of Section 1221 ofGbee (generally, for investment purposes); or
. persons deemed to sell our common stock underath&trzictive sale provisions of the Code.

In addition, if a partnership or an entity or amaagement classified as a partnership or other-th@sagh entity for U.S. federal income tax purpoises
beneficial owner of our Class A common stock, #retteatment of a partner in the partnership oowener of the entity will depend upon the statushef partner ¢
other owner and the activities of the partnershiptber entity. Therefore, this summary does nalresk tax considerations applicable to partnershagishold ou
Class A common stock, and partners in such patiErshould consult their tax advisors.

This summary also does not address tax considesatipplicable to entities that are disregardedJ@. federal income tax purposes (regardless of
place of organization or formation).

The information provided below is based upon priovis of the Code, Treasury regulations promulgatexteunder, administrative rulings and judi
decisions as of the date hereof. Such authoritiag loe subject to differing interpretations, repdalevoked or modified, perhaps retroactively, sdaresult i
U.S. federal income tax consequences different fitumse discussed below. We have not requestedng fubm the Internal Revenue Service, or IRS, weékpec
to the statements made and the conclusions reacltied following summary, and there can be no asme that the IRS will not take a contrary positiegardint
the tax consequences of the acquisition, ownersinigh disposition of our Class A common stock, at #my such
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contrary position would not be sustained by a cdarkither case, the tax considerations of owringlisposing of our Class A common stock couldedifiorr
those described below and as a result, we cansateagou that the tax consequences described srdi¢ussion will not be challenged by the IRS dr ne
sustained by a court if challenged by the IRS.

INVESTORS CONSIDERING THE PURCHASE OF OUR CLASS AORIMON STOCK SHOULD CONSULT THEIR OWN TAX ADVISOR
REGARDING THE APPLICATION OF THE U.S. FEDERAL INCOEI AND ESTATE TAX LAWS TO THEIR PARTICULAR SITUATION AND THE
CONSEQUENCES OF FOREIGN, STATE, OR LOCAL LAWS, ANIAX TREATIES.

Non-U.S. Holder Defined
For purposes of this summary, a “non-U.S. holdgerdny beneficial owner of our Class A common stathker than a partnership, that is not:

. an individual who is a citizen or resident of theitdd States (as determined under U.S. federahedax rules);

. a corporation, or other entity taxable as a corpamafor U.S. federal income tax purposes, createdrganized under the laws of the United St
any state therein, or the District of Columt

. a trust if it (i) is subject to the primary supesiein of a court within the United States and onenore U.S. persons have authority to contrc
substantial decisions of the trust or (ii) has Edvalection in effect under applicable U.S. Tregstegulations to be treated as a U.S. perso

. an estate whose income is subject to U.S. incomeetgardless of its source.

If you are a nord.S. citizen that is an individual, you may, in soeases, be deemed to be a resident alien (asezppms nonresident alien) by virtue
being present in the United States for at leasia@fs in the calendar year and for an aggregatélefst 183 days during a thrgear period ending in the curr
calendar year. Generally, for this purpose, alldhgs present in the current year, one-third ofdéngs present in the immediately preceding yeat,aresixth of
the days present in the second preceding yeacoarged.

Resident aliens are generally subject to U.S. tddecome tax as if they were U.S. citizens. Suelndividual is urged to consult his or her own taviso
regarding the U.S. federal income tax consequeoictge ownership or disposition of our Class A coomnstock.

Distributions

We do not expect to declare or make any distrilmstion our Class A common stock in the foreseealiled. If we do make distributions on our Clas
common stock, however, such distributions will gatlg constitute dividends for U.S. federal incotas purposes to the extent it is paid from our entrol
accumulated earnings and profits, as determine@rubdS. federal income tax principles. DistribuBoin excess of our current and accumulated earrang
profits will constitute a return of capital thatapplied against and reduces, but not below zenonal.S. holdes adjusted tax basis in our Class A common s
Any remaining excess will be treated as gain redlian the sale or exchange of our Class A comnuok sts described below under the section titled>ain or
Disposition of our Class A Common StocKhe amount of any distribution of property othearittash will be the fair market value of that propen the date «
distribution.

Any distribution on our Class A common stock thatreated as a dividend paid to a non-U.S. holdat is not effectively connected with the ndrs.
holder’s conduct of a trade or business in the UnitedeStafll generally be subject to U.S. withholding & a 30% rate or such lower rate as may be spd
under the terms of an applicable income tax treatyween the United States and the non-U.S. holdeusitry of residence. Nod-S. holders should consult tt
tax advisors regarding their entitlement to besefitder a relevant income

132



Table of Contents
Index to Financial Statements

tax treaty. Generally, in order for us or our payagent to withhold tax at a lower treaty ratepa-t.S. holder must certify its entitlement to tgebenefits. A non-
U.S. holder generally can meet this certificatiequirement by providing a properly executed Forn8BBEN or Form W-8BENE (or any successor of such for
or appropriate substitute form to us or our payaggnt. In the case of a ndhS. holder that is an entity, Treasury regulatiand the relevant tax treaty prov
rules to determine whether, for purposes of deteingithe applicability of a tax treaty, dividenddlwe treated as paid to the entity or to thosklimg an intere:
in that entity. If the non-U.S. holder holds thecst through a financial institution or other aganting on the holdes’ behalf, the holder will be required to pro\
appropriate documentation to the agent. The haddmyent will then be required to provide certificatto us or our paying agent, either directly lmotigh othe
intermediaries. A notJ.S. holder that is eligible for a reduced ratdJo$. federal withholding tax under an income taaty with the United States may obta
refund or credit of any excess amounts withheldiloyg an appropriate claim for a refund with theS in a timely manner.

Dividends received by a non-U.S. holder that afecgi’ely connected with a U.S. trade or businessdacted by the nob-S. holder, and if required by
applicable income tax treaty between the UnitedeStand the non-U.S. holdsertountry of residence, are attributable to a peemtestablishment maintained
the non-U.S. holder in the United States, are nbjest to U.S. withholding tax. To obtain this exgian, a nond.S. holder must provide us or our paying a
with a properly executed IRS Form BECI certifying such exemption. Such effectivelynnected dividends, although not subject to withimgdax, are taxed
the same graduated rates applicable to U.S. persensf certain deductions and credits. In additio being taxed at graduated income tax ratesdetid:
received by corporate non-U.S. holders that arecéffely connected with a U.S. trade or businesthefcorporate nob-S. holder may also be subject tc
additional “branch profits taxwhich is imposed, under certain circumstances,rateaof 30% (or such lower rate as may be spekchiiean applicable tax trea
on the corporate non-U.S. holder’s effectively cected earnings and profits, subject to certainsidjants.

See the section titled “—Foreign Accounfet additional information on withholding rules thraay apply to dividends paid to foreign finandiagtitutions
(as specifically defined by the applicable rules)to non-financial foreign entities that have dahsal direct or indirect U.S. owners.
Gain on Disposition of our Class A Common Stock

Subject to the discussions below under the sectidaed “—Backup Withholding and Information Repiod” and “—Foreign Accounts,” nok~S. holder
will generally not be subject to U.S. federal in@tax on gain realized on the sale, exchange @r alisposition of our Class A common stock unless:

(@) the gain is effectively connected with the condugcthe nont.S. holder of a U.S. trade or business and ifireduby an applicable income tax tre
between the United States and the non-U.S. hol@exdsitry of residence, is attributable to a permamstablishment maintained by the rdrs.
holder in the United State

(b) the nonU.S. holder is a nonresident individual and is enesn the United States for 183 days or more éntéixable year of the sale, exchange or
disposition of our Class A common stock, and caertdher requirements are met;

(c) the rules of the Foreign Investment in Real Prop€ax Act, or FIRPTA, apply to treat the gain afeefively connected with a U.S. trade or busin

A nonU.S. holder described in (a) above, will be recgiite pay tax on the net gain derived from the sakehange or other disposition of our Clas
common stock at regular graduated U.S. federalniectax rates, unless a specific treaty exempti@hies and corporate ndd-S. holders described in (a) ab
may be subject to the additional branch profitsata 30% rate or such lower rate as may be spddify an applicable income tax treaty.

An individual nonU.S. holder described in (b) above, will be reqgiite pay a flat 30% tax on the gain derived from $hle, exchange or other dispositio
our Class A common stock, or such other reducedasit
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may be specified by an applicable income tax treatyich gain may be offset by U.S. source capitabés (even though the nonS. holder is not considere:
resident of the United States).

With respect to (c) above, in general, the FIRPTAS may apply to a sale, exchange or other disposif our Class A common stock if we are, or v
within the shorter of the five-year period precegthe disposition and the non-U.S. holgdnblding period, a U.S. real property holding aogtion, or USRPH(
We do not believe that we are a USRPHC and we tlamiicipate becoming a USRPHC in the future. Eifeve become a USRPHC, gain realized by a o8-
holder on a disposition of our Class A common stailk not be subject to U.S. federal income tax @n&IRPTA as long as (1) our common stock is rety
traded on an established securities market, anth¢2)ont.S. holder owned, directly, indirectly and constively, no more than 5% of our outstanding com
stock at all times within the shorter of (i) thediyear period preceding the disposition or (i§ tiolder’s holding period.

See the section titled “—Foreign Accounfset additional information regarding additional kiiolding rules that may apply to proceeds of aab#jpn o
our Class A common stock paid to foreign finandratitutions (as specifically defined by the apabte rules), or to nofinancial foreign entities that ha
substantial direct or indirect U.S. owners.

U.S. Federal Estate Tax

The estates of nonresident alien individuals gédiyeaae subject to U.S. federal estate tax on prigpeith a U.S. situs. Because we are a U.S. capmr
our common stock will be U.S. situs property aneréifiore will be included in the taxable estate ofoaresident alien decedent, unless an applicaitédecta
treaty between the United States and the decedeotintry of residence provides otherwise. Investoe urged to consult their own tax advisors mdiggrthe U.<S
federal estate tax consequences of the ownershijsposition of our Class A common stock.

Backup Withholding and Information Reporting

The Code and the Treasury regulations require tindse make specified payments to report the paymentee IRS. Among the specified payments
dividends and proceeds paid by brokers to theitooosrs. The required information returns enablelR& to determine whether the recipient propertiided th:
payments in income. This reporting regime is raicéd by “backup withholdingtules. These rules require the payors to withhaldftom payments subject
information reporting if the recipient fails to cpig with the reporting requirements by failing tmpide his taxpayer identification number or othertification o
exempt status to the payor, furnishing an incoridettification number, or failing to report intsteor dividends on his returns. The backup withimgdax rate i
currently 28%. The backup withholding rules do apply to payments to corporations, whether domestforeign, provided they establish such exemption

Payments to non-U.S. holders of dividends on comstonk generally will not be subject to backup Wilding, and payments of proceeds made to non-
U.S. holders by a broker upon a sale of commonksidtl not be subject to information reporting oadkup withholding, in each case so long as the l@-
holder certifies its nonresident status (and weuwrpaying agent do not have actual knowledge asae to know the holder is a U.S. person or thattndition
of any other exemption are not, in fact, satisfiedptherwise establishes an exemption. U.S. baektifholding generally will not apply to a nd#-S. holder wh
provides a properly executed IRS Form W-8BEN, IR&nfW-8BENE or otherwise establishes an exemption. We mystrt@nnually to the IRS any divider
paid to each not).S. holder and the tax withheld, if any, with respto these dividends. Copies of these reports lmamade available to tax authorities in
country where the non-U.S. holder resides.

Under the Treasury regulations, the payment ofgeds from the disposition of shares of our commocksby a nond.S. holder made to or through a L
office of a broker generally will be subject toanfation reporting and backup withholding unless leneficial owner certifies, under penalties afyg, amont
other things, its status as a non-U.S. holder thadroker does not have actual knowledge or remsknow the
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holder is a U.S. person) or otherwise establishesxamption. The payment of proceeds from the disipa of shares of our common stock by a hbS- holde
made to or through a ndn-S. office of a broker generally will not be sutijéo backup withholding and information reportimgcept as noted below. Informat
reporting, but not backup withholding, will apply & payment of proceeds, even if that payment genwauitside of the United States, if a ldrs. holder sells o
common stock through a non-U.S. office of a brdket is:

. a U.S. person (including a foreign branch or offi€such person);

. a “controlled foreign corporation” for U.S. federatome tax purposes;

. a foreign person 50% or more of whose gross incioame certain periods is effectively connected vdthl.S. trade or business; or

. a foreign partnership if at any time during its jeear (a) one or more of its partners are U.S.quersvho, in the aggregate, hold more than 50%a

income or capital interests of the partnershipgoditife foreign partnership is engaged in a U.Sletiar busines:

unless the broker has documentary evidence thabéhneficial owner is a nod-S. holder and certain other conditions are satisfor the beneficial own
otherwise establishes an exemption (and the biwd®no actual knowledge or reason to know to tinéraxy).

Backup withholding is not an additional tax. Any @mts withheld from a payment to a holder of commtwck under the backup withholding rules ca
credited against any U.S. federal income tax lighdf the holder and may entitle the holder teefund, provided that the required information isnfahed to th
IRS in a timely manner.

Foreign Accounts

Sections 1471 through 1474 of the Code, commorigred to as the Foreign Account Tax Compliance AcFATCA, and applicable Treasury regulati
thereunder, impose a withholding tax of 30% onaiertwitholdable payments,including dividends and the gross proceeds of padigion of our Class
common stock paid to a foreign financial institati@s specifically defined by the applicable rules)ess such institution enters into an agreemétfit tve U.S
government to withhold on certain payments andaitect and provide to the U.S. tax authorities sabigal information regarding U.S. account holdefsuct
institution (which includes certain equity holdefsuch institution, as well as certain accountdeod that are foreign entities with U.S. ownerd)e FATCA
withholding tax of 30% will also apply to dividendsd the gross proceeds of a disposition of oussChacommon stock paid to a néinancial foreign entit
unless such entity provides the withholding ageith weither a certification that it does not havey aubstantial direct or indirect U.S. owners or vies
information regarding direct and indirect U.S. owmef the entity. The 30% withholding tax describedhis paragraph cannot be reduced under an iadas
treaty with the United States or by providing ar8IRorm W8BEN or similar documentation. The withholding t@escribed above will not apply if the fore
financial institution or non-financial foreign etytiotherwise qualifies for an exemption from théesu Under certain circumstances, a hh8- holder might £
eligible for refunds or credits of such taxes. Hwkishould consult with their own tax advisors rdgey the possible implications of the withholdidgscribe
herein.

The withholding provisions described above gengigtply to payments of dividends made on or aftéy 1, 2014 and to payments of gross proceeds &
sale or other disposition of Class A common statlooafter January 1, 2017.

THE PRECEDING DISCUSSION OF U.S. FEDERAL TAX CONSIDERATIONS IS FOR GENERAL INFORMATION PURPOSES ONLY. IT IS
NOT TAX ADVICE. EACH PROSPECTIVE INVESTOR SHOULD CO NSULT ITS OWN TAX ADVISOR REGARDING THE PARTICULAR U.S.
FEDERAL, GIFT, ESTATE, STATE, LOCAL AND FOREIGN TAX CONSEQUENCES OF PURCHASING, HOLDING, AND DISPOSING OF OUR
CLASS A COMMON STOCK, INCLUDING THE CONSEQUENCES OF ANY PROPOSED CHANGE IN APPLICABLE LAWS.
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UNDERWRITERS

Under the terms and subject to the conditions todseained in an underwriting agreement, the und&¥s named below, for whom Morgan Stanley &
LLC, Deutsche Bank Securities Inc., and Merrill cyn Pierce, Fenner & Smith Incorporated are acimgepresentatives, will severally agree to purshasd w
and the selling stockholders will agree to sethiam, severally, the number of shares of ClassrAnson stock indicated below:

Number of
Name Shares

Morgan Stanley & Co. LL(
Deutsche Bank Securities Ir
Merrill Lynch, Pierce, Fenner & Smith

Incorporate
Barclays Capital Inc
SunTrust Robinson Humphrey, Ir
Piper Jaffray & Co
Raymond James & Associates, |
Stifel, Nicolaus & Company, Incorporat
William Blair & Company, L.L.C.

Tote 29,850,00

The underwriters will offer the shares of Class@nenon stock subject to their acceptance of theeshimom us and the selling stockholders and sultp
prior sale. The underwriting agreement will provitiat the obligations of the several underwriterpay for and accept delivery of the shares of CRgommoil
stock offered by this prospectus are subject toaperoval of certain legal matters by their courasd to certain other conditions. The underwriteit be
obligated to take and pay for all of the share€laks A common stock offered by this prospectasjf such shares are taken. However, the undersritéirnot be
required to take or pay for the shares coveredhbyhderwriters’ over-allotment option describetbbe

The underwriters initially propose to offer partthe shares of Class A common stock directly topthielic at the offering price listed on the covegp o
this prospectus and part to certain dealers. Affterinitial offering of the shares of Class A commstock, the offering price and other selling temmesy from tim«
to time be varied by the representatives.

The selling stockholders will grant to the undetens an option, exercisable for 30 days from thee a@d this prospectus, to purchase up to 4,47
additional shares of Class A common stock at th#ipoffering price listed on the cover page ofthrospectus, less underwriting discounts and cesions. Th
underwriters may exercise this option solely foe fhurpose of covering ovetlotments, if any, made in connection with theedfig of the shares of Clas:
common stock offered by this prospectus. To theraxthe option is exercised, each underwriter kéltome obligated, subject to certain conditionguchas
about the same percentage of the additional sledi€@kass A common stock as the number listed nexhé underwrites name in the preceding table bears t
total number of shares of Class A common stockdistext to the names of all underwriters in thegding table.
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The following table shows the per share and toshlip offering price, underwriting discounts andhomissions, and proceeds before expenses to use
selling stockholders. These amounts are shown asgumth no exercise and full exercise of the undiéers’ option to purchase up to 4,477,500 additional &
of Class A common stock to cover over-allotments.

Total
Per Share No Exercise Full Exercise

Public offering price $ $ $
Underwriting discounts and commissions to be paic

Us $ $ $

The selling stockholde! $ $ $
Proceeds before expenses, tc $ $ $
Proceeds before expenses, to selling stockho $ $ $

The estimated offering expenses, exclusive of thdeowriting discounts and commissions, are appratéiy $4.9 million. We will agree to reimburse
underwriters for expenses relating to clearancthisfoffering with the Financial Industry Regulatokuthority, Inc., or FINRA, up to $30,000. The werdriter:
will agree to reimburse us, or will pay and notksembursement from us, for certain expenses necliby us in connection with this offering.

The underwriters have informed us that they doinieind sales to discretionary accounts to exceedbthe total number of shares of Class A com
stock offered by them.

We have been approved to list our Class A commaekstn the New York Stock Exchange under the tigqdiymbol “FIT.”

We, all of our directors and officers, and the leotdof substantially all of our outstanding equagcurities have agreed or will agree that, withbetpriol
written consent of Morgan Stanley & Co. LLC on bi¢éle&the underwriters, we and they will not, fo8@ days after the date of this prospectus:

offer, pledge, sell, contract to sell, sell anyioptor contract to purchase, purchase any optiaroatract to sell, grant any option, right, or veaatr tc
purchase, lend, or otherwise transfer or disposdictly or indirectly, any shares of Class A ¢non stock, Class B common stock, or any secu
convertible into or exercisable or exchangeablesFares of Class A common stock or Class B comramk;s

enter into any swap or other arrangement that feesmigo another, in whole or in part, any of thereamic consequences of ownership of Cla
common stock or Class B common stock, whether anl sransaction described in these first two bydtsints is to be settled by delivery of Clas
common stock, Class B common stock, or such othaurgties, in cash or otherwis

in the case of our directors, officers, and segurdlders, make any demand for or exercise anyt rigth respect to, the registration of any shark
Class A common stock, Class B common stock, orsaeyrities convertible into or exercisable or exgeable for Class A common stock or Cla:
common stock

in our case, file any registration statement whte SEC relating to the offering of any shares @s€IA common stock, Class B common stock, o
securities convertible into or exercisable or excjemable for Class A common stock or Class B comstonk, except for the filing of registrati
statements on Form-8 with respect to the employee benefit plans dieedrin this prospectus;

in our case, make any public announcement of aeyiion to do any of the foregoing.

The restrictions described in the immediately pdéwog paragraph shall not apply to:

in the case of our directors, officers, and segurdlders, transactions relating to shares of Cdeasemmon stock or other securities acquired inn
market transactions after the completion of
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offering, provided that no filing under Section 4p(©f the Exchange Act is required or voluntarilpde during the 18@ay restricted period
connection with subsequent sales of Class A comstmok or other securities acquired in such operketdransactions

. the sale of shares of Class A common stock purdoahte underwriting agreement;

. in the case of our directors, officers, and seguniblders, transfers of shares of Class A commonkstClass B common stock, or any secur
convertible into or exercisable or exchangeableCflaiss A common stock or Class B common stock byldbkedup party (i) as a bona fide gift,
gifts, or for bona find estate planning purposésupon death or by will, testamentary documenmtintestate succession, (iii) to an immediate fg
member of the locked-up party or to any trust far tlirect or indirect benefit of the lockeg-party or one or more immediate family memberthe
locked-up party, (iv) not involving a change in béaial ownership, or (v) if the locked-up partydadrust, to any trustee or beneficiary of the &tk
up party or the estate of any such trustee or b@asf;

D in the case of our directors, officers, and segurdlders, transfers or distributions of share€lafss A common stock, Class B common stock, o
securities convertible into or exercisable or exgeable for Class A common stock or Class B commstock by a lockedyp party that is
corporation, partnership, limited liability compargr other business entity (i) to another corporatipartnership, limited liability company, or ot
business entity that controls, is controlled bynwanaged by, or is under common control with suakddup party, or (ii) as part of a transfer
distribution to an equity holder of such loc-up party or to the estate of any such lo«-up party;

. in the case of our directors, officers, and segurdlders, (i) the receipt by the lockeg@-party from us of shares of Class A common stwcklass |
common stock upon (A) the exercise or settlemerstatk options or RSUs granted under a stock ingemian or other equity award plan descri
in this prospectus or (B) the exercise of warranisstanding and which are described in this prasgeor (ii) the transfer of shares of Clas
common stock, Class B common stock, or any seear@onvertible into Class A common stock or Clas®Bmon stock upon a vesting or settler
event of our securities or upon the exercise ofoogtor warrants to purchase our securities onashiess” or “net exercisdjasis to the exte
permitted by the instruments representing suchooptor warrants (and any transfer to us neceseaggnerate such amount of cash needed ft
payment of taxes, including estimated taxes, due r@sult of such vesting or exercise whether bgmaef a “net settlemendr otherwise) so long
such “cashless exercise” or “net exerciseéffected solely by the surrender of outstanditugk options or warrants (or the Class A commouoksbi
Class B common stock issuable upon the exercisedf)eto us and our cancellation of all or a partibereof to pay the exercise price or withhols
tax and remittance obligations, provided that ie thase of (i), the shares received upon such eeeci settlement are subject to the restrictiot
forth above, and provided further that in the oafs@i), any filings under Section 16(a) of the Eamnge Act, or any other public filing or discloswf
such transfer by or on behalf of the lockguiparty, shall clearly indicate in the footnotesreto that such transfer of shares or securitesselely t
us pursuant to the circumstances described irbthist point;

. the establishment of a trading plan pursuant teR@b51 under the Exchange Act for the transfer of shafeSlass A common stock or Clas:
common stock, provided that such plan does notigeofor the transfer of Class A common stock ors€I8 common stock during the 188y
restricted period and, to the extent a public aneement or filing under the Exchange Act, if asyréquired of or voluntarily made by or on behd
the lockedup party or us regarding the establishment of glah, such announcement or filing shall includ¢agesnent to the effect that no transfe
Class A common stock or Class B common stock may&ee under such plan during the -day restricted perioc

D in the case of our directors, officers, and seguniblders, transfers of shares of Class A commonkstClass B common stock, or any secur
convertible into or exercisable or exchangeableGtarss A common stock or Class B common stock dlcatrs by operation of law pursuant 1
qualified domestic order in connection with a do®settlement or other court ord
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D in the case of our directors, officers, and seguniblders, transfers of shares of Class A commonkstClass B common stock, or any secur
convertible into or exercisable or exchangeableCiaiss A common stock or Class B common stock tpursuant to arrangements under whict
have the option to repurchase such shares or sesuat the lower of cost or fair market value angection with the termination of employmen
service of the locke-up party or a right of first refusal with respeethe transfers of such shares or securi

. in the case of our directors, officers, and segunitlders, the conversion or reclassification of outstanding convertible preferred stock or ¢
classes of common stock into shares of Class B ammstock in connection with this offering and thmeersion of Class B common stock to Cla:
common stock in accordance with our restated ézaté of incorporation, provided that any such ekaf Class A common stock or Class B com
stock received upon such conversion or reclassificahall remain subject to the restrictions sethf above

D in the case of our directors, officers, and segurilders, the transfer of shares of Class A comstonk, Class B common stock, or any secu
convertible into or exercisable or exchangeablediass A common stock or Class B common stock @untsto a bona fide thirdarty tender offe
merger, consolidation, or other similar transactioat is approved by our board of directors, madalltholders of Class A common stock or Cla:
common stock involving the transfer (whether bydeemoffer, merger, consolidation or other simileansaction), in one ore a series of rel
transactions, to a person or group of affiliatedspas (other than an underwriter pursuant to tfffisriag), of our voting securities if, after st
transfer, such person or group of affiliated pessenuld hold more than 50% of our outstanding \@8ecurities, after the completion of this offer
provided, that in the event that the tender offegrger, consolidation, or other such transactiorotscompleted, the Class A common stock or Cle
common stock owned by the locl-up party shall remain subject to the restricticetsferth above

. the issuance by us of shares of Class A commoik sto€lass B common stock upon the exercise (irctudet exercise) of a stock option or warr
the settlement of RSUs (including net settlementthe conversion of a security outstanding ahefdate of this prospectus, provided that suctk
option, warrant, RSU, or security is identifiectlis prospectus

. the issuance by us of stock options, RSUs, orictstk stock awards (including Class A common stoclClass B common stock issued upon
settlement or exercise thereof) to our employeffigeos, directors, advisors, or consultants punsua our employee benefit plans described in
prospectus

. our sale or issuance of or entry into an agreereesell or issue shares of Class A common stodklass B common stock in connection with ji

ventures, commercial relationships, or other striatéransactions and our acquisition of one or muusinesses, assets, products, or technol
provided, that the aggregate number of shares @sCA common stock or Class B common stock thatmas sell or issue or agree to sell or i
pursuant to this bullet point does not exceed 5%heftotal number of shares of Class A common stuk Class B common stock issued
outstanding immediately following the completiontbis offering, and provided, further, that all Buecipients of shares of Class A common stor
Class B common stock shall sign and deliver a lggKetter on or prior to such issuance and upor ssguance the shares will be subject tc
restrictions above; ar

. the issuance by us of the aggregate number of slafi€lass A common stock or Class B common stssldd in connection with our acquisitior
FitStar as described in this prospectus, provitleat, all such recipients of shares of Class A comistock or Class B common stock shall sign
deliver a locl-up letter on or prior to such issuance and upoh @suance the shares will be subject to the otisins above

provided that in the case of any transfer or distributiemspant to the third, fourth, or seventh bulletnp@iabove, each transferee, donee, or distribinzié sgr
and deliver a lock-up letter with the same restiet as set forth above;
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provided further that in the case of any transfer or distributiemspiant to the third or fourth bullet points abosech transfer shall not involve a dispositio
value and no filing under Section 16(a) of the Eamae Act, or any other public filing or discloswfesuch transfer by or on behalf of the lockeulparty, reportin
a reduction in beneficial ownership of shares @&sSIA common stock or Class B common stock, sleateuired or shall be voluntarily made during 188-day
restricted period (other than, with respect totttie bullet point only, any required Form 5 filijpgand

provided further that in the case of any transfer pursuant to éversth or eighth bullet above, any filings undect®a 16(a) of the Exchange Act shall state
the transfer is by operation of law, court ordarconnection with a divorce settlement, or in catio® with a repurchase by us at the lower of codtir marke
value in connection with the termination of empl@mhor service of the lockaab party with us or the exercise of our right e$firefusal with respect to transt
of such shares or securities, as the case may be.

If at any time set forth below, we cease to beemérging growth company” as defined in Section(8@)of the Exchange Act, then:
. during the last 17 days of the 180-day restrictedopl, we issue an earnings release or materias lwe\a material event relating to us occurs; or

. prior to the expiration of the 180-day restrictemtipd, we announce that we will release earningslte during the 1@ay period beginning on the |
day of the 18-day restricted perioc

the 180-day restricted period described aboveasititinue to apply until the expiration of the d&8y period beginning on the issuance of the easnialgase or tt
occurrence of the material news or material event.

Morgan Stanley & Co. LLC, in its sole discretionaynrelease the common stock and other securitigieauo the lockip agreements described abov
whole or in part at any time with or without notigegovided that, when and as required by FINRA Rail81, at least two business days before the eleawaive
of any applicable lockyp, Morgan Stanley & Co. LLC will notify us of thmpending release or waiver and announce the inipgrelease or waiver throug|
major news service, except where the release arew@ effected solely to permit a transfer of séi@s that is not for consideration and where tilamsferee h:
agreed in writing to be bound by the same lock-grg@ement terms in place for the transferor.

In order to facilitate the offering of the ClasscAmmon stock, the underwriters may engage in tdioses that stabilize, maintain, or otherwise affféne
price of the Class A common stock. Specificallye tmderwriters may sell more shares than they bligated to purchase under the underwriting agres,
creating a short position. A short sale is covéfdle short position is no greater than the nundfeshares available for purchase by the undengriteder the
option to purchase additional shares. The undeswgritan close out a covered short sale by exegciboption to purchase additional shares or @sicly share
in the open market. In determining the source afetito close out a covered short sale, the undersvwill consider, among other things, the opearkat price ¢
shares compared to the price available under thierop purchase additional shares of common st®ble underwriters may also sell shares in exceghei
option to purchase additional shares of commonksto®ating a naked short position. The underwgitaust close out any naked short position by puiok
shares in the open market. A naked short positiandre likely to be created if the underwriters @acerned that there may be downward pressurkeoprice o
the Class A common stock in the open market afteing that could adversely affect investors whoghase in this offering. As an additional mean$aoilitating
this offering, the underwriters may bid for, and'ghase, shares of Class A common stock in the apgRet to stabilize the price of the Class A commtotk
These activities may raise or maintain the markieepof the Class A common stock above independ®rket levels or prevent or retard a decline inrttegke
price of the Class A common stock. The underwriggesnot required to engage in these activitiesraag end any of these activities at any time. Tingeowriter:
may carry out these transactions on the New YooklSExchange, in the over-the-counter market, bemtise.
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We, the selling stockholders, and the underwritélisagree to indemnify each other against certaibilities, including liabilities under the Sectieis Act.

A prospectus in electronic format may be made a8l on websites maintained by one or more undemgrior selling group members, if any, participg
in this offering. The representatives may agreellmcate a number of shares of Class A common simalnderwriters for sale to their online brokerageoun
holders. Internet distributions will be allocatedthe representatives to underwriters that may nhaeznet distributions on the same basis as @hecations.

The underwriters and their respective affiliates &rll service financial institutions engaged irrivas activities, which may include securities trayg
commercial and investment banking, financial adyisinvestment management, investment researchgipél investment, hedging, financing, and broke
activities. Certain of the underwriters and thespective affiliates have, from time to time, perfed, and may in the future perform, various finahadvisory an
investment banking services for us, for which thexyeived or will receive customary fees and expgnse

In August 2014, we entered into the AsBesed Credit Facility with six lenders, includinffilmtes of Morgan Stanley & Co. LLC, SunTrust Rosor
Humphrey, Inc., and Deutsche Bank Securities lmbich allows us to borrow up to $180.0 million Evplving loans, and the Cash Flow Facility with féenders
including affiliates of Morgan Stanley & Co. LLC é@rBunTrust Robinson Humphrey, Inc., to borrow upmmoadditional $40.0 million in revolving loans.
October 2014, we entered into an incremental comerit joinder agreement with an affiliate of Barddayapital Inc., increasing the borrowing limit undlee
Cash Flow Facility to allow us to borrow up to $B0nillion in total. See the section titled “Managemtis Discussion and Analysis of Financial Conditioml
Results of Operations—Liquidity and Capital Resestdor additional information.

In addition, in the ordinary course of their vaisobusiness activities, the underwriters and thespective affiliates may make or hold a broad aot
investments and actively trade debt and equityritéesi(or related derivative securities) and fioiahinstruments (including bank loans) for theivroaccount ar
for the accounts of their customers and may attemg hold long and short positions in such se@sitind instruments. Such investment and secuaitiggties
may involve our securities and instruments. Theemwdters and their respective affiliates may atsake investment recommendations or publish or
independent research views in respect of such iesuor instruments and may at any time hold,emommend to clients that they acquire, long ortspasition:
in such securities and instruments.

Pricing of the Offering

Prior to the completion of this offering, there Mik no public market for our Class A common stoidke initial public offering price will be deterrméd by
negotiations among us, the selling stockholderd,tha representatives. Among the factors we interebnsider in determining the initial public offeg price ar
prevailing market conditions, our financial infortizea, market valuations of other companies thatwve the underwriters believe to be comparable testimate
of our business potential, the present state ofleuelopment and other factors deemed relevant.

Selling Restrictions

European Economic Are:

In relation to each Member State of the EuropeamBmic Area which has implemented the Prospectosciive (each, a Relevant Member State) an
to the public of any shares of our Class A commtonksmay not be made in that Relevant Member Séateept that an offer to the public in that Relevdembe
State of any shares of our Class A common stock beaynade at any time under the following exemptionder the Prospectus Directive, if they have
implemented in that Relevant Member State:

(i)  to any legal entity which is a qualified investardefined in the Prospectus Directi
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(i)  to fewer than 100 or, if the Relevant Member Stete implemented the relevant provision of the 2BDOAmending Directive, 150, natural or le
persons (other than qualified investors as definethe Prospectus Directive), as permitted underRhospectus Directive, subject to obtaininc
prior consent of the representatives for any sudfgr;mr

(i) in any other circumstances falling within Artic3¢2) of the Prospectus Directive, provided thasnoh offer of shares of our Class A common ¢
shall result in a requirement for the publicatignus or any underwriter of a prospectus pursuaArtcle 3 of the Prospectus Directiv

For the purposes of this provision, the expressiorioffer to the public’in relation to any shares of our Class A commomwlsio any Relevant Memb
State means the communication in any form and pynagans of sufficient information on the termstaod bffer and any shares of our Class A common sitmtk
offered so as to enable an investor to decide tohase any shares of our Class A common stockieasame may be varied in that Member State by srasor
implementing the Prospectus Directive in that MemBeate, the expression “Prospectus Directimegans Directive 2003/71/EC (and amendments th
including the 2010 PD Amending Directive, to thaesx implemented in the Relevant Member State), iaollides any relevant implementing measure it
Relevant Member State, and the expression “201@RBnding Directive” means Directive 2010/73/EU.

United Kingdom
Each underwriter has represented and agreed that:

(i) it has only communicated or caused to be commudcand will only communicate or cause to be comeated an invitation or inducement
engage in investment activity (within the meaniffgSection 21 of the Financial Services and Mark&ts 2000, or FSMA) received by it
connection with the issue or sale of the sharesiofClass A common stock in circumstances in wiSiehtion 21(1) of the FSMA does not apply tc
and

(i) it has complied and will comply with all applicalpeovisions of the FSMA with respect to anythingiddy it in relation to the shares of our Cla:
common stock in, from, or otherwise involving thaeitéd Kingdom.

Hong Kong

Shares of our Class A common stock may not beedfer sold by means of any document other than @rcumstances which do not constitute an of®
the public within the meaning of the Companies @adce (Cap.32, Laws of Hong Kong), (ii) to “professl investors'within the meaning of the Securities
Futures Ordinance (Cap.571, Laws of Hong Kong) ang rules made thereunder, or (iii) in other cirstemces which do not result in the document be
“prospectus’within the meaning of the Companies Ordinance (8&ag.aws of Hong Kong), and no advertisement, ation, or document relating to shares of
Class A common stock may be issued or may be ipasession of any person for the purpose of igswEach case whether in Hong Kong or elsewherkigiwis
directed at, or the contents of which are likelotoaccessed or read by, the public in Hong Korge(et if permitted to do so under the laws of Hétmmng) othe
than with respect to shares of our Class A comntockswhich are or are intended to be disposed bf tmpersons outside Hong Kong or only fardfessione
investors” within the meaning of the Securities &udures Ordinance (Cap. 571, Laws of Hong Kong) amy rules made thereunder.

Singapore

This prospectus has not been registered as a ptaspesith the Monetary Authority of Singapore. Aodingly, this prospectus and any other docume
material in connection with the offer or sale, mritation for subscription or purchase, of sharesuy Class A common stock may not be circulated or
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distributed, nor may the shares of our Class A comstock be offered or sold, or be made the sulbjeah invitation for subscription or purchase, wige directly
or indirectly, to persons in Singapore other thuto(an institutional investor under Section 27#4tlee Securities and Futures Act, Chapter 289 afy&pore, ¢
SFA, (ii) to a relevant person, or any person pamsuo Section 275(1A), and in accordance with t¢beditions, specified in Section 275 of the SFA
(iii) otherwise pursuant to, and in accordance \ligh conditions of, any other applicable provisidithe SFA.

Where shares of our Class A common stock are siblesicor purchased under Section 275 by a relevarsiop which is: (i) a corporation (which is noi
accredited investor) the sole business of whidb Isold investments and the entire share capitatfo€h is owned by one or more individuals, eaclwbbm is a
accredited investor; or (ii) a trust (where thestee is not an accredited investor) whose solegserfs to hold investments and each beneficiagnisccredite
investor, shares, debentures and units of sharedelrentures of that corporation or the benefiegrights and interest in that trust shall not be ¢farable for si
months after that corporation or that trust hasuaed shares of our Class A common stock underi@e2¥5 except: (i) to an institutional investorden
Section 274 of the SFA or to a relevant persoranyr person pursuant to Section 275(1A), and inralecwe with the conditions, specified in Sectiod 27 the
SFA; (ii) where no consideration is given for thenisfer; or (iii) by operation of law.

Japan

Shares of our Class A common stock have not bednadlhnot be registered under the Financial Instemts and Exchange Law of Japan, or Fina
Instruments and Exchange Law, and each undentn@emlgreed that it will not offer or sell any slsan€our Class A common stock, directly or indihgcin Japa
or to, or for the benefit of, any resident of Japahich term as used herein means any person résiddapan, including any corporation or otheitgrdrganize:
under the laws of Japan), or to others fooffering or resale, directly or indirectly, in Japer to a resident of Japan, except pursuant texamption from th
registration requirements of, and otherwise in cliempe with, the Financial Instruments and Exchahge/ and any other applicable laws, regulations)
ministerial guidelines of Japan.

Australia

No placement document, prospectus, product disaostatement, or other disclosure document has hemged with the Australian Securities
Investments Commission, or ASIC, in relation tostbffering. This prospectus does not constituteosgectus, product disclosure statement, or ottsetasdure
document under the Corporations Act 2001, or thep@mations Act, and does not purport to includeitifermation required for a prospectus, productlidisure
statement, or other disclosure document under drpdtations Act.

Any offer in Australia of our Class A common stoolay only be made to persons, or Exempt Investor®) are “sophisticated investorsiithin the
meaning of section 708(8) of the Corporations Atgjpfessional investors'within the meaning of section 708(11) of the Cogtiams Act), or otherwise pursu:
to one or more exemptions contained in sectionafdBe Corporations Act so that it is lawful to @ffour Class A common stock without disclosurenteestor
under Chapter 6D of the Corporations Act.

The Class A common stock applied for by Exempt shees in Australia must not be offered for saléirstralia in the period of 12 months after the daf
allotment under the offering, except in circumstswhere disclosure to investors under Chapterf@beoCorporations Act would not be required purgua ar
exemption under section 708 of the Corporations dkadtherwise or where the offer is pursuant taseldsure document which complies with Chapter 6Ehe
Corporations Act. Any person acquiring securitiasstrobserve such Australian on-sale restrictions.

This prospectus contains general information omlgl does not take account of the investment objestifinancial situation, or particular needs of
particular person. It does not contain any se@siti
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recommendations or financial product advice. Befor@king an investment decision, investors needotwsider whether the information in this prospeds
appropriate to their needs, objectives and circantss, and, if necessary, seek expert advice se thatters.

Dubai International Financial Centre

This prospectus relates to an Exempt Offer in ataoee with the Offered Securities Rules of the Ddaancial Services Authority, or the DFSA. T
prospectus is intended for distribution only togmers of a type specified in the Offered SecuriRetes of the DFSA. It must not be delivered toradred on by
any other person. The DFSA has no responsibilityégiewing or verifying any documents in connectiwith Exempt Offers. The DFSA has not approved
prospectus nor taken steps to verify the infornrmasiet forth herein and has no responsibility ferphospectus. The Class A common stock to whichgidspectt
relates may be illiquid or subject to restricti@rsits resale. Prospective purchasers of the Glassnmon stock offered should conduct their own diligence ol
the Class A common stock. If you do not understhedcontents of this prospectus you should corsuéiuthorized financial advisor.

Switzerland

We have not and will not register with the Swissdficial Market Supervisory Authority, or FINMA, adoreign collective investment scheme pursua
Article 119 of the Federal Act on Collective Invesint Scheme of 23 June 2006, as amended, or CHalfgaordingly the securities being offered purstarhis
prospectus have not and will not be approved, aagl not be licenseable, with FINMA. Therefore, tleewities have not been authorized for distributiy
FINMA as a foreign collective investment schemespant to Article 119 CISA and the securities offehereby may not be offered to the public (as tbim is
defined in Article 3 CISA) in or from Switzerlan@ihe securities may solely be offered to “qualifiedestors,”as this term is defined in Article 10 CISA, andlie
circumstances set out in Article 3 of the OrdinanceCollective Investment Scheme of 22 November62@@ amended, or CISO, such that there is nog
offer. Investors, however, do not benefit from paiton under CISA or CISO or supervision by FINMIis prospectus and any other materials relatinthé¢
securities are strictly personal and confidentialetich offeree and do not constitute an offer tp @ther person. This prospectus may only be usethbg
qualified investors to whom it has been handediowonnection with the offer described herein analymeither directly or indirectly be distributed wade
available to any person or entity other than itspients. It may not be used in connection with ather offer and shall in particular not be copgedlistributed t
the public in Switzerland or from Switzerland. Thi®spectus does not constitute an issue prospasttisat term is understood pursuant to Articleab821156 ¢
the Swiss Federal Code of Obligations. We haveapgtied for a listing of the securities on the S¥iss Exchange or any other regulated securitiekehan
Switzerland, and consequently, the information @nésd in this prospectus does not necessarily gowith the information standards set out in thérig rules o
the SIX Swiss Exchange and corresponding prospsctummes annexed to the listing rules of the SIXS®&xchange.

Chile

The shares of our Class A common stock are nostegid in the Securities Registry (Registro de kapor subject to the control of the Chilean Sities
and Exchange Commission (Superintendencia de \&jofeguros de Chile). This prospectus and otHerin§ materials relating to the offer of the sisao ou
Class A common stock do not constitute a publierdf, or an invitation to subscribe for or purahathe shares of our Class A common stock in theuRl& of
Chile, other than to individually identified purd®as pursuant to a private offering within the niegrof Article 4 of the Chilean Securities MarkettALey d¢
Mercado de Valores) (an offer that is not “addrddsethe public at large or to a certain sectosp®cific group of the public”).
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LEGAL MATTERS

Fenwick & West LLP, Mountain View, California, wippass upon the validity of the issuance of the eshaf our Class A common stock offered by
prospectus. Goodwin Procter LLP, Menlo Park, Catifa, is representing the underwriters in this woffiig.

EXPERTS

The consolidated financial statements of Fitbit. las of December 31, 2014 and December 31, 20d3aareach of the three years in the period e
December 31, 2014 included in this prospectus len so included in reliance on the report of RraterhouseCoopers LLP, an independent registerblic
accounting firm, given on the authority of saidrfias experts in auditing and accounting.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

We have filed with the SEC a registration statem@ntorm S-lunder the Securities Act, with respect to our CRsommon stock offered under t
prospectus. This prospectus, which constitutestagbghe registration statement, does not coradliof the information set forth in the registratistatement, sor
items of which are contained in exhibits to theisggtion statement as permitted by the rules agdlations of the SEC. For further information wiéspect to t
and our Class A common stock, we refer you to dggstration statement, including the exhibits dreldonsolidated financial statements and noted fitea part «
the registration statement. Statements containékismprospectus concerning the contents of anyrachor any other document are not necessarilypbeter If ¢
contract or document has been filed as an exhihite registration statement, please see the cbihyeaontract or document that has been filedtiercomplet
contents of that contract or document. Each statémethis prospectus relating to a contract orwheent filed as an exhibit is qualified in all resfgeby the file:
exhibit. A copy of the registration statement, irithg the exhibits and the consolidated financiatesnents and related notes filed as a part ofdbistratiol
statement, may be inspected without charge at B@sSPublic Reference Room at 100 F Street, N.E., Wgtn, D.C. 20549, and copies of all or any paithe
registration statement may be obtained from the 8@ the payment of fees prescribed by it. You weliithe SEC at (800) SEC-038% more information o
the operation of the public reference facilitiefleTSEC maintains a website at www.sec.gov thatatmitreports, proxy and information statements, athe
information regarding companies that file electoatly with it.

As a result of this offering, we will become sulijezthe information and reporting requirementshaf Exchange Act, and, in accordance with this lail
file periodic reports, proxy statements, and oth&rmation with the SEC. These periodic reportsxy statements, and other information will be &alzle foi
inspection and copying at the SEQublic reference facilities and the website & 8EC referred to above. We also maintain a websitétbit.com. Upon tt
completion of this offering, you may access thesgemials free of charge as soon as reasonablyigable after they are electronically filed with, farnished tc
the SEC. Information contained on our website is a@art of this prospectus and the inclusion af wabsite address in this prospectus is an inatéxgia
reference only.
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Report of Independent Registered Public Accountingrirm
To the Board of Directors and Stockholders of Fjtiic.:

In our opinion, the accompanying Consolidated BedaGheets and the related Consolidated Statemér@perations, Comprehensive Income (Lc
Redeemable Convertible Preferred Stock and StodehsllEquity (Deficit), and Cash Flows present fairly,ath material respects, the financial position @bk,
Inc. and its subsidiaries at December 31, 2013Recember 31, 2014, and the results of their operatand their cash flows for each of the three sy@athe
period ended December 31, 2014 in conformity witboainting principles generally accepted in the &thiStates of America. These financial statemerggta
responsibility of the Company’management. Our responsibility is to expresspimian on these financial statements based on wditsa We conducted our auc
of these statements in accordance with the stasddrthe Public Company Accounting Oversight Bo@sdited States). Those standards require that ae g
perform the audit to obtain reasonable assurancatakhether the financial statements are free dena misstatement. An audit includes examining,aotes
basis, evidence supporting the amounts and diseesn the financial statements, assessing theuatiog principles used and significant estimatesienhy
management, and evaluating the overall financi&kstent presentation. We believe that our auddsige a reasonable basis for our opinion.

/sl PricewaterhouseCoopers LLP

San Francisco, California

March 2, 2015, except for the effects of the 20bBlssplit
described in “Stock Splits” of Note 2,
as to which the date is May 27, 2015
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FITBIT, INC.
Consolidated Balance Sheets

(In thousands, except share and per share amounts)

Assets
Current assett
Cash and cash equivalel
Restricted cas
Accounts receivable, n
Inventories
Deferred tax asse
Prepaid expenses and other current a:
Total current asse
Property and equipment, r
Goodwill
Intangible assets, n
Other asset
Total asset

Liabilities, Redeemable Convertible Preferred Stockand Stockholder’ Equity (Deficit)
Current liabilities:
Fitbit Force recall reserv
Accounts payabl
Accrued liabilities
Deferred revenu
Income taxes payab
Long-term debt, current portic
Total current liabilities
Long-term debt, less current portir
Redeemable convertible preferred stock warrantitiak
Other liabilities
Total liabilities

Commitments and contingencies (Note

Redeemable convertible preferred stock, $0.000Vglae: 144,528,912 shares authorized as of
December 31, 2013 and 2014, and March 31, 2015¢litea); 139,503,915, 139,851,483 and
139,851,483 shares issued and outstanding as ehniker 31, 2013 and 2014, and March 31, 201
(unaudited), respectively; no shares issued otanding as of March 31, 2015, pro forma
(unaudited); aggregate liquidation preference &89 as of March 31, 2015 (unaudit

Stockholder equity (deficit):

Common stock, $0.0001 par value, 230,400,000 stzart®rized as of December 31, 2013 ani
2014 and 245,400,000 shares authorized as of M&ErcA015 (unaudited); 40,140,159,
40,875,583, and 42,411,636 shares issued and nditsggas of December 31, 2013 and 201
and March 31, 2015 (unaudited), respectively; 182,219 shares issued and outstanding a
March 31, 2015, pro forma (unaudite

Additional paic-in capital

Accumulated other comprehensive inco

Retained earnings (accumulated defi

Total stockholder equity (deficit)
Total liabilities, redeemable convertible preferstdck and stockholde equity (deficit)

December 31 March 31, mgrgﬁgé
2013 2014 2015 2015
(Unaudited) (Unaudited)
(Note 2)

$ 81,72¢ $195,62¢ $ 237,84¢
2,31( — —
80,62¢ 238,85¢ 161,73t
56,44 115,07. 137,50¢
— 33,55¢ 35,45«
3,18¢ 13,61« 22,01:
224,28t 596,72t 594,56(
6,48¢ 26,43* 28,02:
— — 22,56
— — 13,81:
— 9,89( 10,39:
$230,77: $633,05: $ 669,34¢
$ 82,93¢ $ 22,47¢ $ 15,10«
70,89¢ 195,66¢ 136,42!
28,56¢ 70,94( 73,86(
5,60¢ 9,00¢ 17,02«
17,84 30,63: 17,72:
3,98¢ 132,58¢ 159,61:
209,83: 461,31 419,74
6,72¢ — —

4,02¢ 15,79 26,13: $ —
7,42( 12,86 13,75(
228,00 489,97! 459,62¢

66,23¢ 67,81« 67,81« —

4 4 4 18

1,06% 7,97¢ 26,58: 120,51

— 37 81 81

(64,53¢) 67,24. 115,23¢ 115,23¢

(63,46¢) 75,26 $ 141,90¢ $ 235,85.
$230,77: $633,05: $ 669,34¢

The accompanying notes are an integral part ofér@msolidated financial statements.
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FITBIT, INC.

Consolidated Statements of Operations
(In thousands, except per share amounts)

Revenue
Cost of revenu
Gross profil
Operating expenses:
Research and developmt
Sales and marketir
General and administratiy
Total operating expens:
Operating income (los:
Interest expense, n
Other income (expense), r
Income (loss) before income tax
Income tax expens
Net income (loss
Less: noncumulative dividends to preferred stootérs
Less: undistributed earnings to participating siies
Net income (loss) attributable to common stockhe—basic
Add: adjustments for undistributed earnings toipgrating securitie:
Net income (loss) attributable to common stockhe—diluted

Net income (loss) per share attributable to comstonkholders
Basic

Diluted

Shares used to compute net income (loss) per sftailitable to common stockholde
Basic
Diluted
Pro forma net income per share attributable to comstockholders (Notes 2 and 15) (unaudit
Basic
Diluted
Shares used in computing pro forma net income lpanesattributable to common stockholders

(Notes 2 and 15) (unaudite
Basic

Diluted

Three Months Ended

Year Ended December 31 March 31,
2012 2013 2014 2014 2015
(unaudited)

$76,37. $271,08 $74543. $108,81! $336,75:
49,73: 210,83t 387,77t 64,04¢ 167,54!
26,64( 60,25 357,65 44, 76¢ 169,20¢
16,21( 27,87: 54,16 9,08¢ 22,42¢
10,23 26,84 112,00! 11,27: 43,86
3,96¢ 14,48¢ 33,55¢ 8,61 12,98
30,41t 69,20¢ 199,72¢ 28,97¢ 79,27¢
(3,775 (8,959  157,92¢ 15,79: 89,93t
(17€) (1,087) (2,227) (409) (467)
26 (3,649 (15,939 (1,219  (13,07)
(3,925 (13,68 139,77 14,16: 76,39:
291 37,93i 7,99¢ 5,291 28,39«
(4,216  (51,62) 131,77 8,87: 47,997
— — (5,326) (1,319 (1,319
— — (98,10 (5,870 (36,060
(4,216 (51,627  28,34¢ 1,68¢ 10,62:
— — 10,17¢ 57C 4,997
$(4216 $(51,62) $ 38,52¢ $ 225¢ $ 1561F
$ 01) $ (132) $ 07C $ 004 $ 0.2¢€
$ (01 $ (132 $ 062 $ 004 $ 0.2z
36,75¢ 39,17¢ 40,35 40,15¢ 41,20:
36,75¢ 39,17¢ 61,17¢ 59,47¢ 70,28¢
$ 0381 $ 0.32
$ 0.7z $ 0.2¢
179,99 181,05:
202,60¢ 211,97¢

The accompanying notes are an integral part oféremsolidated financial statements.
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FITBIT, INC.
Consolidated Statements of Comprehensive Income (ks)
(In thousands)

Three Months Ended

Year Ended December 31 March 31,
2012 2013 2014 2014 2015
Net income (loss $(4,216 $(51,622 $131,77° $8,87: $47,99%
Other comprehensive inconr
Change in foreign currency translation adjustmeet,of tax — — 37 5 44
Comprehensive income (los $ (4,216 $ (51,62)) $131,81« $8,87 $48,04:

The accompanying notes are an integral part oférEmsolidated financial statements.
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(In thousands except share amounts)

FITBIT, INC.
Consolidated Statements of Redeemable Convertibleéferred Stock and Stockholders’ Equity (Deficit)

. Accumulated Retained Total
Redeemable Convertible Additional Other Earnings Stockholders’
Preferred Stock Common Stock Paid-In Comprehensive (Accumulated Equity
Shares Amount Shares Amount Capital Income Deficit) (Deficit)
Balance at December 31, 2011 110,354,02 $23,42¢ 36,720000 $ 4 $ 66 $ — $ (8,69) $ (8,62)
Issuance of common stock upon exercise of
stock options — — 136,74¢ — 4 — — 4
Stocl-based compensation expel — — — — 132 — — 132
Net loss — — — — — — (4,216) (4,216)
Balance at December 31, 20 110,354,02 23,42¢ 36,856,74 4 20z — (12,919 (12,707
Issuance of Series D redeemable convertible
preferred stock for cash, net of issuance c 29,149,88 42,81! — — — — — —
Issuance of common stock upon exercise of
stock options — — 3,283,411 — 20¢& — — 20E
Stocl-based compensation expel — — — — 62C — — 62C
Excess tax benefit from stock-based
compensatiol — — — — 38 — — 38
Net loss — — — — — — (51,627) (51,627
Balance at December 31, 20 139,503,91 66,23¢ 40,140,15 4 1,06¢ — (64,53%) (63,46¢€)
Issuance of redeemable convertible preferred
stock upon exercise of redeemable
convertible preferred stock warrai 347,56¢ 1,57¢ — — — — — —
Issuance of common stock upon exercise of
stock options — — 735,42 — 97 — — 97
Stocl-based compensation expel — — — — 6,80 — — 6,80¢
Excess tax benefit from stock-based
compensatiol — — — — 13 — — 13
Net income — — — — — — 131,77 131,77
Other comprehensive incor — — — — — 37 — 37
Balance at December 31, 20 139,851,48 67,81« 40,875,58 4 7,97¢ 37 67,24: 75,26
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Issuance of common stock upon exercise of s
options (unauditec

Issuance of common stock in connection with
acquisition (unauditec

Issuance of common stock subject to vesting i
connection with acquisition (unaudite

Stocl-based compensation expense (unaud

Net income (unauditec

Other comprehensive income (unaudit

Balance at March 31, 2015 (unaudit

(In thousands except share amounts)

FITBIT, INC.
Consolidated Statements of Redeemable Convertibledterred Stock and Stockholders’ Equity (Deficit) Continued)

. Accumulated Retained Total
Redeemable Convertible Additional Other Earnings Stockholders’
Preferred Stock Common Stock Paid-In Comprehensive (Accumulated Equity
Shares Amount Shares Amount Capital Income Deficit) (Deficit)
— — 168,14¢ — 7C — — 70
— — 1,059,68: — 13,63( — — 13,63(
— — 308,21t — — — — —
— — — — 4,90: — — 4,90:
— — — — — — 47,99 47,99
— — — — — 44 — 44
139,851,48 $67,81¢ 42,411,63 $ 4 $26,58: $ 81 $ 115,23¢ $ 141,90¢

The accompanying notes are an integral part oféremsolidated financial statements.
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Consolidated Statements of Cash Flows

Cash Flows from Operating Activities
Net income (loss
Adjustments to reconcile net income (loss) to meshprovided by (used in) operating activit
Provision for doubtful accoun
Provision for inventory obsolescen
Provision for inventory obsolescence related tbifFforce recal
Depreciation and amortizatic
Amortization of intangible asse
Write-off of property and equipme
Revaluation of redeemable convertible preferredistearrant liability
Amortization of issuance costs and discount on
Stocl-based compensatic
Deferred income taxe
Excess of tax benefit from stc-based compensatic
Changes in operating assets and liabilit
Accounts receivabl
Inventories
Prepaid expenses and other as
Fitbit Force recall resen
Accounts payabl
Accrued liabilities and other liabilitie
Deferred revenu
Income taxes payab
Net cash provided by (used in) operating activitie
Cash Flows from Investing Activities
Change in restricted ca
Purchase of property and equipm
Acquisitions, net of cash acquir
Net cash used in investing activitie
Cash Flows from Financing Activities
Proceeds from issuance of debt and revolving cfadiiity, net debt discour
Repayment of det
Payment of issuance co:
Payments of deferred offering co
Proceeds from issuance of redeemable convertibfenped stock, net of issuance cc
Proceeds from exercise of stock opti
Excess of tax benefit from stc-based compensatic
Proceeds from exercise of redeemable convertilgfeped stock warran
Net cash provided by financing activities
Net increase (decrease) in cash and cash equis
Effect of exchange rate on cash and cash equi
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe

Supplemental Disclosure
Cash paid for intere:

Cash paid for income tax:

Supplemental Disclosure of No-Cash Investing and Financing Activity
Purchase of property and equipment included inw@atsgpayabl

Issuance of redeemable convertible preferred st@ekants in connection with debt financi
Deferred offering costs included in accounts pagalnd accrual

Issuance of common stock in connection with actiais

Contingent consideration related to acquisiti

FITBIT, INC.

(In thousands)

Three Months Ended

Year Ended December 31 March 31,
2012 2013 2014 2014 2015
(unaudited)

$ (4,21¢) $(51,627) $ 131,777 $ 887: $ 47,99
71 651 864 (63 73
40C 1,09¢ 2,96¢ 757 1,761
— 10,25: — — —
1,17¢ 3,01z 6,131 75C 3,36
— — — — 10€
— 1,712 1,004 — —
37 3,37C 13,27: 1,352 10,33t
24 82 79t 16C 161
132 62C 6,80< 314 4,90:
— — (42,007 — (3,875
— (39) (13) — —
(20,13)  (55,63() (158,789 31,00« 77,37
(9,36 (47,376 (61,595 2,63¢ (24,199
(84¢) (2,225 (9,679 (2,457 (8,220)
— 72,681 (60,462) 1,30C (7,379)
14,34( 50,88: 123,76: (39,61¢) (59,479
7,88: 27,04% 47,736 (6,340 (4,82¢6)
3,52¢ 85¢ 3,408 15C 7,467
84 17,79% 12,80« (8,300 (12,909
(6,88¢) 33,172 18,77¢ (9,487 32,66(
— (2,310 2,31( 2,31( —
(2,508) (7,52¢) (26,495 (2,909 (5,009
— — — (11,03)
(2,50%) (9,839 (24,189 (599 (16,046
7,87% 2,83( 163,00( 30,00( 160,00(
(58) (59¢€) (41,34¢) (2,347 (134,509
(69) (45) (2,57%) (604) —
— — — — (1)
— 42,81: — — —
4 20% 97 3 70
— 38 13 — —
J— 75 J— J—
7,74¢ 45,24; 119,26¢ 27,05z 25,56¢
(1,640 68,58( 113,85! 16,97( 42,18(
_ — 45 5 43
14,78¢ 13,14¢ 81,72¢ 81,72¢ 195,62t
$ 13,14¢ $ 81,72¢ $ 19562t $ 98,701 $ 237,84¢
$ 87 $§ 99¢ $ 83k $ 164 $ 84
$ 2 $1293( $ 3461 $ 1359 $ 44,04t
$ 121 $ 190« $ 249 $ 421 $  2,36¢
$ 41Cc $ 17 3 3 — $ =
$ — 3 — 3 — 3 — $ 250
$ —  $ — 3 — 3 — $ 13,63
$ — 3 — 3 — 3 — $ 770

The accompanying notes are an integral part oférEmsolidated financial statements.
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FITBIT, INC.
Notes to Consolidated Financial Statements

1. Business Overview

Fitbit, Inc. (the “Company”)s transforming the way millions of people arouhd torld achieve their health and fithess goal® Fitbit platform combine
connected health and fithess devices with softveen@ services, including an online dashboard andilmeipps, data analytics, motivational and soaials
personalized insights, and virtual coaching throogstomized fitness plans and interactive workolitee Company sells devices through diversifiedssalenne!
that include distributors, retailers, a corporatdimess offering, and Fitbit.com. The Company waoiporated in Delaware in 2007. The Company hebkshe(
wholly-owned subsidiaries globally and its corperhtadquarters are located in San Francisco, @aéfo

2. Basis of Presentation
Principles of Consolidatior

The consolidated financial statements include temants of the Company and its whotlyted subsidiaries. All significant intercompangrtsactions ar
balances have been eliminated.

Stock Splits

In June 2013, the Company effected a 44f@tock split of all outstanding shares of rededmabnvertible preferred stock. In addition, in &epber 201+
the Company effected a 2-for-1 stock split of altstanding shares of the Compagapital stock, including common stock and reddseneonvertible preferre
stock.

On May 27, 2015, the Company effected a 3-for-Zlstplit of all outstanding shares of the Compamgapital stock, including its common stock an
redeemable convertible preferred stock. All shamjon, RSU, warrant, and per share informatiors@néed in the consolidated financial statementsbleas
adjusted to reflect the stock splits on a retroactiasis for all periods presented and all shdoerimation is rounded down to the nearest wholeeshéter reflectin
the stock splits.

Use of Estimates

The preparation of consolidated financial statesméntaccordance with generally accepted accourgnitciples in the United States of AmericaJ(S.
GAAP") requires management to make estimates and assmstiat affect the amounts reported and disclosetthé consolidated financial statements
accompanying notes. The estimates and assumptiads oy management related to revenue recognit@mryuals for the Fitbit Force recall, reserves fales
returns and incentives, reserves for warranty,atidn of stock options, fair value of warrant liéti and derivative assets and liabilities, allowarfor doubtfu
accounts, inventory valuation, and the valuatidndederred income tax assets and uncertain taxiposi Actual results could differ from those esties, and sut
differences may be material to the consolidatedrfaial statements.

Changes to Previously Issued Financial Statements

The Company has reclassified certain amounts friempiieviously issued consolidated financial stat@smeéo conform to the presentation for 2(
Specifically, the Company revised its presentatibits sales returns reserve, except for estimegadns for the Fitbit Force product recall, prasly included ii
accrued liabilities, which is now presented as @ucion to accounts receivable. Accordingly, thecamts receivable and accrued liabilities decredsy
$15.4 million on the consolidated balance sheeifd3ecember 31, 2013. Additionally, the Companyrdased both accounts receivable and deferred revey
$16.8 million as of December 31, 2013 for amouritedand in transit for which legal transfer ofiei had not yet occurred. These changes had nocingpathe
consolidated statements of operations or conselitlstatements of cash flows.
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FITBIT, INC.
Notes to Consolidated Financial Statements (Contirad)

The Company had certain immaterial reclassificationthin the consolidated statements of cash fleaveonform to the current year presentation. T
reclassifications had no impact on the net changash and cash equivalents within the consolidsteEgéments of cash flows.

During the preparation of the consolidated finahstatements as of and for the year ended Dece&ihe2014, the Company identified errors within
Companys consolidated statements of cash flows for thesyeaded December 31, 2012 and 2013, which finaataéements were revised to correct the el
The Company revised the consolidated statemenasif liows for the year ended December 31, 2012¢vedse both net cash used in operating actitidsne
cash provided by financing activities by $0.4 moitliand for the year ended December 31, 2013 tedaser net cash provided by operating activitiesdauleas
net cash provided by financing activities by $0.Rliom. The Company evaluated the errors and cateduthat they were not material to the 2012 and3
financial statements.

During the preparation of the consolidated finahstatements as of and for the quarter ended Mait¢tl2015, the Company identified an error withie
consolidated statement of cash flows for the yemled December 31, 2014. The Company revised theotidated statement of cash flows for the year d
December 31, 2014 to correct an immaterial erralassification related to accruals for capital exgiture items. The revision increased both net pasvided b
operating activities and net cash used in investiogvities by $1.9 million. This had no impact time net change in cash and cash equivalents wikfe
consolidated statements of cash flows. The Compaajuated the error and concluded that it was raderial to the 2014 financial statements.

Unaudited Pro Forma Balance Sheet Information

The unaudited pro forma information as of March 3Q15 presents the Company’s stockholders’ equstyhaugh all of the Comparg/redeemab
convertible preferred stock outstanding had autaally converted into shares of common stock ugendompletion of a qualifying initial public offeg (“IPO”)
of the Company’s common stock. In addition, the forona stockholdersaquity assumes the reclassification of the redetaainvertible preferred stock warr
liability to additional paid-in capital upon a qifging IPO of the Companyg common stock, assuming the redeemable convepifgferred stock warrar
automatically become common stock warrants thatckassified as equity and are not subject to remreasent. The shares of common stock issuable a
proceeds expected to be received by the Company tlygoccompletion of a qualifying IPO are excludezhf such pro forma financial information.

Unaudited Pro Forma Net Income per Share Attributato Common Stockholders

The unaudited pro forma basic and diluted net inre@er share attributable to common stockholderg;iwiias been computed to give effect to the ass
automatic conversion of the redeemable converpbd¢erred stock into shares of common stock udiegftconverted method upon the completion of dityilag
IPO and the elimination of the revaluation adjusitren the redeemable convertible preferred stoakamés due to the automatic conversion of thoseamés intc
common stock warrants (not subject to revaluatamnhough the conversion had occurred as of thiaieg of the period.

Comprehensive Income (Loss)

Comprehensive income (loss) consists of two compizn@et income (loss) and other comprehensivemecmet of tax. Other comprehensive income r
to revenue, expenses, and gains and losses thegcaneled as an element of stockholders’ equityabeitexcluded from net income (loss). The Compsmoghe
comprehensive income consists of foreign currermysiation adjustments from those subsidiariesisimiy the U.S. dollar as their functional currency.
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Notes to Consolidated Financial Statements (Contirad)

Unaudited Interim Consolidated Financial Statements

The accompanying interim consolidated balance sieef March 31, 2015, the interim consolidatedest@nts of operations, comprehensive income (
and cash flows for the three months ended March2814 and 2015, and the interim consolidated stmérof redeemable convertible preferred stock
stockholders®equity (deficit) for the three months ended Mardh 2015 are unaudited. The unaudited interim firrstatements have been prepared on the
basis as the audited consolidated financial statesnand in managemestopinion, includes all adjustments, consistingooly normal recurring adjustmer
necessary for the fair statement of the Compafipancial position as of March 31, 2015 and &sults of operations and cash flows for the threaths ende
March 31, 2014 and 2015. The financial data andther financial information disclosed in the nateshese consolidated financial statements relatéle three-
month periods are also unaudited. The results efaijpns for the three months ended March 31, 20&%o0t necessarily indicative of the results tekegected fc
the full fiscal year or any other period.

3. Significant Accounting Policies
Cash and Cash Equivalents
Cash and cash equivalents include all cash balara$ighly liquid investments with original matigs of three months or less from the date of pase
As of December 31, 2013 and 2014, cash and cashadepis consisted of cash in bank deposits andemamarket accounts held at financial institutions.
Restricted Cash

In 2013, the Company entered into a facility leasé a sublease under which the Company is reqtorethintain letters of credit, with the landloromec
as the beneficiary. The letters of credit requiseckrtain amount of cash to be kept in a sepacateuat as collateral. The $2.3 million of restritteash has be
excluded from the Comparsg/cash and cash equivalents and is classifiedstiscted cash on the accompanying consolidatechbalaheet as of December
2013. The restricted cash related to the leaseeagrets was released during 2014 and was no loagkicted.

Fair Value of Financial Instruments

Assets and liabilities recorded at fair value ae@urring basis are categorized based upon thé déyedgment associated with inputs used to meatugi
fair values. Fair value is defined as the price thatld/be received to sell an asset or paid to traresfebility in an orderly transaction between netrgarticipant
at the reporting date.

The Company estimates fair value by applying thi@dong hierarchy, which prioritizes the inputs ds® measure fair value into three levels and bt
categorization within the hierarchy upon the lowesel of input that is available and significaatthe fair value measurement:
Level 1—Quoted prices in active markets for identical &sse liabilities;

Level 2—Observable inputs other than quoted prices in aatiarkets for identical assets and liabilities, tqdoprices for identical or similar asset:
liabilities in inactive markets, or other inputattare observable or can be corroborated by obslerwaarket data for substantially the full termtloé asse
or liabilities; and

Level 3—Inputs that are generally unobservable and tylyicaflect managemers’estimate of assumptions that market participaotdd use in pricing tt
asset or liability.
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Notes to Consolidated Financial Statements (Contirad)

Foreign Currencies

The Company and certain of the Company’s wholly-edvsubsidiaries use the U.S. dollar as their fonefi currency. The Comparsysubsidiaries that u
the U.S. dollar as their functional currency renmeadocal currency denominated monetary assetdiaitities at exchange rates in effect at the ehdach perioc
and inventories, property, plant and equipment @hér nonmonetary assets and liabilities at histbniates. Gains and losses from these remeasuteman
been included in the Compasybperating results. Local currency transactionshe$e international operations are remeasuredUrfo dollars at the rates
exchange in effect at the date of the transaction.

The Company translates the assets and liabilifiéts @onU.S. dollar functional currency subsidiaries intcSUdollars using exchange rates in effect ¢
end of each period. Revenue and expenses for siéxs@diaries are translated using rates that apped& those in effect during the related periodn€and losse
from translations are recognized in foreign curyetmanslation included in accumulated other comensive income (loss).

Foreign currency transaction gains and lossesem@gnized in other income (expense), net and wamgdsed of net losses of $0.2 million, $2.7 mil,
and $2.7 million for 2013, 2014, and the three rherended March 31, 2015, respectively. Foreignecuy transaction gains and losses were a net ga&0.&
million for the three months ended March 31, 2(greign currency transaction gains and losses imsignificant for 2012.

Derivative Instruments

The Company accounts for its derivative instrumastgither assets or liabilities and carries thefaiavalue. The derivatives held by the Compars/ rzo
designated as hedges and are adjusted to fair tlaloiegh earnings at each reporting date. Thevhdire of derivative assets and liabilities areudeld in prepai
expenses and other current assets and accruditiéatoin the consolidated balance sheets.

Concentration of Credit Risk

Financial instruments that potentially subject @@mpany to concentrations of credit risk consignprily of cash, cash equivalents, accounts retés
and derivative instruments. Cash and cash equitsalem® deposited with high quality financial ingibns and may, at times, exceed federally insuireds.
Management believes that the financial institutidres hold the Compang’deposits are financially credit worthy and, adawgly, minimal credit risk exists wi
respect to those balances. Generally, these depoait be redeemed upon demand and, thereforenideianal interest rate risk.

The Companys accounts receivable are derived from customeegdd principally in the United States. The Compamrantains credit insurance for somu
its customer balances, performs ongoing credituatadns of its customers, and maintains allowarfoegotential credit losses on customeascounts whe
deemed necessary. Credit losses historically havtédeen significant. The Company continuously mamitcustomer payments and maintains an allowam
doubtful accounts based on its assessment of \&afémtors including historical experience, agehefteceivable balances, and other current econooniditions o
other factors that may affect customers’ abilityp#y.

The Companyg derivative instruments expose it to credit risktte extent that its counterparties may be un@blaeet the terms of the agreements.
Company seeks to mitigate this risk by limiting ntarparties to major financial institutions anddpreading the risk across several major finanagtitutions. I
addition, the potential risk of loss with any orminterparty resulting from this type of credit risknonitored on an ongoing basis.
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Supplier Concentration

The Company relies on third parties for the sugplgd manufacture of its products, as well as thady logistics providers. In instances where thestie:
fail to perform their obligations, the Company nimyunable to find alternative suppliers or satisfaly deliver its products to its customers ondinif at all.

Inventories

Inventories consist of finished goods and compopents, which are purchased from contract manufargtand component suppliers. Inventories ared
at the lower of cost or market on a first-in, figatt basis. The Company assesses the valuatiorveftiory and periodically writes down the value éstimate
excess and obsolete inventory based upon estiffeire demand and market conditions.

Point of Purchase (“POP”) Displays

The Company provides retailers with POP displagsegally free of charge, in order to facilitate tharketing of the Company’products within rete
stores. Any amounts capitalized related to thescoétthe POP displays are recorded as prepaid egpem the consolidated balance sheets and recdgai
expense over the expected period of the benefitiged by these assets, which is generally 12 mofithe related expenses are included in sales amkietire
expenses on the consolidated statements of opesatiod were $0.1 million, $0.4 million, $5.2 mitio$0.2 million, and $4.6 million, for 2012, 201&hd 2014
and the three months ended March 31, 2014 and MadrcRA015, respectively.

Property and Equipment, Net

Property and equipment are stated at cost lessradated depreciation and amortization. Depreciadod amortization of property and equipmet
calculated using the straiglite method over the estimated useful lives ofahgets. Cost of maintenance and repairs that dionpoove or extend the lives of 1
respective assets are expensed as incurred.

The useful lives of the property and equipmentaaréollows:

Tooling and manufacturing equipme One to three yeal

Furniture and office equipme Three year:

Purchased softwal Six months to three yea

Capitalized internall-developed softwar Two to three year

Leasehold improvemen Shorter of remaining lease term or estimated udiééu

Internally-Developed Software Costs

The Company capitalizes costs to develop intemsal-software when preliminary development effonts successfully completed, management
authorized and committed project funding, and iprisbable that the project will be completed arel $bftware will be used as intended. Costs incupréat tc
meeting these criteria, together with costs inalifi training and maintenance, are expensed asrigd. Costs incurred for enhancements that arecteg t
result in additional material functionality are @afized and expensed over the estimated useéubfithe upgrades.

Capitalized internally-developed software costs, meere $0.4 million as of December 31, 2014. ThemPany did not have any internalfgvelope
software prior to 2014. Amortization expense raldte capitalized internallgleveloped software costs was $0.1 million and $BBfor 2014 and the three mor
ended March 31, 2015, respectively.
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Research and Development

Research and development expenses consist prinodiilgrsonnetelated expenses, consulting and contractor expetmaing and prototype materials,
allocated overhead costs. Substantially all ofGboenpanys research and development expenses are relatiedeédoping new products and services and imprc
existing products and services. To date, reseandhdavelopment expenses have been expensed asethdoecause the period between achieving techical
feasibility and the release of products and sesvioesale has been short and development coslifyingfor capitalization have been insignificant.

Business Combinations, Goodwill, and Intangible Ass

The Company allocates the fair value of purchasesideration to tangible assets, liabilities assunaed intangible assets acquired based on théinast
fair values. The excess of the fair value of pusehaonsideration over the fair values of thesetifiginle assets and liabilities is allocated to dadl. The
allocation of the purchase consideration requiremagement to make significant estimates and assmsptespecially with respect to intangible ass€tes:
estimates can include, but are not limited to, reitexpected cash flows from acquired customersjiead)technology, and trade names from a markeicjzan
perspective, useful lives, and discount rates. ldaments estimates of fair value are based upon assunspiielieved to be reasonable, but which are inhig;
uncertain and unpredictable and, as a result, tgalts may differ from estimates. During the si@@ment period, which is up to one year from ttepuisitior
date, the Company may record adjustments to thetsaasquired and liabilities assumed, with the esponding offset to goodwill. Upon the conclusidrtte
measurement period, any subsequent adjustmentsaneled to earnings.

The Company assesses goodwill for impairment ait leanually and whenever events or changes inrogtances indicate that the carrying value o
asset may not be recoverable. Consistent with #terhination that the Company has one reportingnsegy the Company has determined that there i
reporting unit and tests goodwill for impairmentthe entity level. Goodwill is tested using the tatep process in accordance with ASC 3f@angibles—
Goodwill and Other. In the first step, the carrying amount of theaming unit is compared to the fair value basedtanfair value of the Compars/commo!
stock. If the fair value of the reporting unit egds the carrying value, goodwill is not considdaregaired and no further testing is required. If tagrying value c
the reporting unit exceeds the fair value, goodisilpotentially impaired and the second step ofithgairment test must be performed. In the secdeg, he
implied fair value of the goodwill, as defined bys& 350, is compared to its carrying amount to deitez the amount of impairment loss, if any.

Acquired finitedived intangible assets are amortized over theiimeged useful lives. The Company evaluates thevwembility of intangible assets
possible impairment whenever events or circumstirndicate that the carrying amount of such assetg not be recoverable. Recoverability of thesetass
measured by a comparison of the carrying amountidduture undiscounted cash flows the assetexpected to generate. If such review indicates tine
carrying amount of property and equipment and igitsle assets is not recoverable, the carrying amofisuch assets is reduced to fair value. The Gomha
not recorded any such impairment charge durinyéags presented.

Impairment of Long-Lived Assets

The Company evaluates its loliged assets for impairment whenever events or gésiuin circumstances indicate that the carryinguarhof an asset m
not be recoverable. Recoverability is measureddmparison of the carrying amounts to the expeatéuté undiscounted cash flows attributable to tlzessets.
it is determined that an asset is not recoverabiempairment loss is recorded in the amount byclwhihe carrying amount of the assets exceeds thecex
discounted future cash flows arising from thosetsss
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Deferred Rent

Rent expense is recognized on a straight-line lma@sthe noreancelable term of the operating lease. The Compecords the difference between cash
payments and recognized rent expense as a defemedability included in accrued liabilities amdher liabilities on the consolidated balance sheleicentive
granted under the Compasyfacility leases, including allowances to fundskfaold improvements, are deferred and are recagaiz@djustments to rental expe
on a straight-line basis over the term of the lease

Redeemable Convertible Preferred Stock Warrant Lilep

The Companys redeemable convertible preferred stock warragsire liability classification and accounting ke underlying preferred stock is conside
redeemable as discussed in Note 9. At initial re@am, the warrants are recorded at their estichéaé value. The warrants are subject to remeasent at eac
balance sheet date, with changes in fair valuegrized as a component of other income (expense)The Company will continue to adjust the warralipility
for changes in fair value until the earlier of #iration or exercise of the warrants, or uporirthetomatic conversion into warrants to purchasmmon stock i
connection with a qualified IPO such that they gudor equity classification and no further remessment is required.

Revenue Recognition

The Company derives substantially all of its revefmom sales of connected health and fitness dedoé accessories. The Company also generatedl:
portion of revenue from its subscriptibased premium services. The Company recognizeauewghen persuasive evidence of an arrangemers.ea@ivery ha
occurred, the sales price is fixed or determinadofe collection is reasonably assured. The Compangiders delivery of its products to have occuede fitle
and risk of loss has been transferred. The Compacggnizes revenue, net of estimated sales retsahss incentives, discounts, and sales tax. Thap@ny
generally recognizes revenue for products solduinaetailers and distributors on a sell-in basis.

The Company has determined its multiple elemertngements generally include three separate unasagfunting. The first deliverable is the hardweane
firmware essential to the functionality of the cented health and fitness device delivered at tme Wf sale. The second deliverable is the softvsareice
included with the products, which are provided fefecharge and enable users to sync, view, andsageal-time date on the Compasngnline dashboard a
mobile apps. The third deliverable is the embediigitt included with the purchase of the devicedoeive, on a when-and-vailable basis, future unspecif
firmware upgrades and features relating to the yotisl essential firmware. Commencing in the first geradgf 2015, the Company began accounting fo
embedded right as a separate unit of accountinghwib when it believes, through recent public ammeements, it had created an implied obligatiorfrtom time
to time, provide future unspecified firmware upgradnd features to the firmware to improve andread functionality to the health and fitness devices

The Company allocates revenue to all deliverabsset on their relative selling prices. The Compasss a hierarchy to determine the selling pricke
used for allocating revenue to deliverables: (ndar-specific objective evidence (“VSOE”") of faialue, (ii) third-party evidence (“TPE"and (iii) best estimate
the selling price (“BESP”)The Company currently cannot establish VSOE for ahyts deliverables since none of the deliveraldes sold separately. T
Company’s process for determining its BESP consiaeultiple factors including consumer behaviors #me Companys internal pricing model and may v.
depending upon the facts and circumstances rekateghch deliverable. BESP for the health and figndsvices and unspecified upgrade rights reflee
Company’s best estimate of the selling priceséfytivere sold regularly on a staatbne basis and comprises the majority of the gearent consideration. BE
for upgrade rights currently ranges from $1 toWSE for the online dashboard and mobile apps isatly estimated at $0.99.
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Amounts allocated to the connected health andd#rtdevices are recognized at the time of delivyeryyided the other conditions for revenue recogn
have been met. Amounts allocated to the onlineltzestdl and mobile apps and unspecified upgradesrigitet deferred and recognized on a strdigbtbasis ove
their estimated usage period of approximately tentis.

The Company offers its users the ability to purehsisbscriptiorbased premium services, through which the useevwedncremental features, includ
access to a digital personal trainer and in-depétysics regarding the userpersonal metrics. Amounts paid for premium supsons are deferred and recogni
ratably over the service period which is typicall months. Revenue from subscriptiomsed premium services was less than 1% of revéaruall period:
presented.

In addition, the Company offers access to a custethcorporate dashboard tool to certain custometfsei corporate wellness program. This tool isenity
being offered at no cost for the first year. Theripany is currently unable to establish VSOE or T@&he corporate dashboard tool. Current BESP26{@00 fo
the corporate dashboard is determined based dddtmpanys internal pricing model for anticipated renewalséxisting customers and pricing for new custon
Revenue allocated to the corporate dashboard esréefand recognized on a straigihe basis over the estimated access period of d2tms. Revenue from t
corporate dashboard tool was less than 1% of revéorall periods presented.

The Company accounts for shipping and handling iélésd to customers as revenue. Sales taxes dod aaded taxes (“VAT rollected from custome
are remitted to governmental authorities are nduited in revenue, and are reflected as a liabilityhe consolidated balance sheets.
Rights of Return, Stock Rotation Rights, and PriBeotection

The Company offers limited rights of return, stackation rights, and price protection under varipadicies and programs with its retailer and distto
customers and end-users. Below is a summary afgheral provisions of such policies and programs:

. Certain retailers and distributors are allowedetum products that were originally sold throughatoend user, called “open boséturns, and sut
returns may be made at any time after original.:

. All purchases through Fitbit.com are covered byaldy right of return.

. Distributors are allowed stock rotation rights whare limited rights of return of products purctthdering a prior period, generally one quarter.
. Distributors and retailers are allowed return rigir defective products.
. Certain distributors are offered price protectibattallows for the right to a partial credit foraotd inventory held by the distributor if the Comp

reduces the selling price of a prodt

The Company meets all conditions required to reizegrevenue at the time of sale when a right afrreexists. For example, the price to the buydixed
or determinable at time of sale; the bugesbligation to pay is not contingent on resal¢hef product; and the Company is able to reasoredilynate the amot
of future returns. The Company estimates and recorderves for these policies and programs asuwtied of revenue and accounts receivable. On ateyly
basis, the amount of revenue that is reservediord returns is calculated based on the Compamgtorical trends and data specific to each tempperiod. Th
Company reviews the actual returns evidenced ior gruarters as a percent of related revenue tordigte the historical returns rate. It then appties historice
returns rate to the current period revenue as ia Basestimating future returns. Through Decentier2014, actual returns have primarily been dpexreturns
In addition, through December 31, 2014, the Compaexy had minimal stock rotation or price protectitmims. When necessary, the Company also prow
specific reserve for product in the distributioranhel in excess of estimated
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requirements. This estimate can be affected byatheunt of a particular product in the channel, e of sellthrough, product plans, and other factors.
Company also considers whether there are circurmssawhich may result in anticipated returns highan the historical return rate from direct usard eecord
an additional reserve as necessary.

Sales Incentives

The Company offers sales incentives through varfwoegrams, consisting primarily of cooperative atiggng and marketing development fund progr
The Company records advertising and marketing dgweént fund programs with customers as a reduttiaevenue unless it receives an identifiable hiene
exchange for credits claimed by the customer andeasonably estimate the fair value of the id&itié benefit received, in which case the Compauprds it a
a marketing expense. The Company recognizes ditliadnnd reduces revenue for rebates or other itheenbased on the estimated amount of rebateedits tha
will be claimed by customers.

Cost of Revenue

Cost of revenue consists of product costs, inclydinsts of contract manufacturers for productidripging and handling costs, packaging, warr
replacement costs, fulfilment costs, manufactuang tooling equipment depreciation, warehousirgss@xcess and obsolete inventory wrdidevns, costs relat
to the Fitbit Force product recall, and certaimedited costs related to management, facilities,pngonnelelated expenses and other expenses associate
supply chain logistics.

Advertising Costs

Costs related to advertising and promotions, exatudo-op advertising costs, are expensed to sales ankketiray as incurred. Advertising and promo
expenses for 2012, 2013, 2014, and the three mentisd March 31, 2014 and 2015 were $3.3 milli@5 $nillion, $71.9 million, $3.8 million, and $21riillion,
respectively. Cap advertising costs are recorded as a reductioevienue, and for 2012, 2013, 2014, and the thre&tinm ended March 31, 2014 and 2015
$1.9 million, $5.7 million, $12.7 million, $2.1 riin, and $6.1 million, respectively.

Product Warranty

The Company offers a standard product warrantyttteaproduct will operate under normal use for agaeof one year from date of original purchaseeg
in the European Union where the Company providescayear warranty. The Company has the obligationtsabption, to either repair or replace the def@
product.

At the time revenue is recognized, an estimateutiré warranty costs is recorded as a componeobsif of revenues. Factors that affect the war
obligation include product failure rates and seswitelivery costs incurred in correcting the prodiadures. The warranty obligation does not considstorica
experience of the Fitbit Force product as a sepaeserve has been established for the Fitbit Fexcal. The Company’s products are manufacturethivg-party
contract manufacturers, and in certain cases, tinep@ny may have recourse to such third-party contmanufacturers.

Fitbit Force Product Recall

The Company established reserves for the Fitbité&oecall when circumstances giving rise to thealidmecame known. It considered various facto
estimating the product recall exposure. These dekstimates for:

. refunds and product returns from retailer and ihistor customers and enders, which were charged to revenue and costwente on th
consolidated statements of operatic
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. logistics and handling fees for managing produtirres and processing refunds, obsolescence dfaod-inventory, cancellation charges for exis
purchase commitments and rework of component ivgnby the Company’s contract manufacturers, woifs- of tooling and manufacturil
equipment, which were charged to cost of revenutherconsolidated statements of operations;

. legal fees and settlement costs, which were chamgdneral and administrative expenses on theotidased statements of operations.

These factors above are updated and reevaluatédpesiod and the related reserves are adjusted ¥awtors indicate that the recall reserves areet
insufficient to cover or exceed the estimated pobdecall expenses.

Stock-Based Compensation

The Company measures its stock-based awards maslaplmyees based on the estimated fair valueseohtbards as of the grant date using the Black-
Scholes option-pricing model. The fair value oftriesed stock units (“RSUs”) is the fair value dfet Company’s common stock on the grant date. Sthasle:
compensation expense is recognized over the réggisivice period on a straight-line basis aneéésmded net of estimated forfeitures.

Stock-based compensation expenses for optionsegraotnonemployees as consideration for services receivedreasured on the date of performan:
the fair value of the consideration received orfievalue of the equity instruments issued, ughey Black-Scholes optiopricing model, whichever can be m
reliably measured. Stock-based compensation expdoseptions granted to non-employees are remedsas the underlying options vest.

The Company recognizes tax benefits related tokdtased compensation to the extent that the tethlation to its income tax liability from stoddase:
compensation is greater than the amount of thereféax assets previously recorded in anticipatibthese benefits. The Company recognizes a lefneifin
stock-based compensation in equity to the exteatteh incremental tax benefit is realized by foitogvthe ordering provisions of the tax laws.

Segment Information

The Company operates as one operating segmenbly iteports financial information on an aggregate consolidated basis to its Chief Executive ¢@ff
who is the Company’s chief operating decision maker

Income Taxes

The Company utilizes the asset and liability metbbdccounting for income taxes, which requires rédneognition of deferred tax assets and liabilifiex
expected future consequences of temporary diffeehetween the financial reporting and income &@seb of assets and liabilities using enacted tzs.rah:
Company makes estimates, assumptions, and judgreedetermine its expense (benefit) for income saxied also for deferred tax assets and liabilamed an
valuation allowances recorded against its defetagdassets. The Company assesses the likelihobédtdeferred tax assets will be recovered frotari taxabl
income and, to the extent it believes that recoienpot likely, the Company establishes a valuasibowance.

The calculation of the Comparsyincome tax expense involves the use of estimagssimptions, and judgments while taking into anteourrent tax law
its interpretation of current tax laws, and possilitcomes of future tax audits. The Company hiabkshed reserves to address potential exposataied to ta
positions that could be challenged by tax autresitAlthough the Company believes its estimatesjraptions, and judgments to be reasonable, anygekan ta
law or its interpretation of tax laws and the regions of
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potential tax audits could significantly impact gm@ounts provided for income taxes in its conseéiddinancial statements.

The calculation of the Comparsyteferred tax asset balance involves the usetiofaes, assumptions, and judgments while takitg &gcount estimates
the amounts and type of future taxable income. &ctuture operating results and the underlying amdi@nd type of income could differ materially frotme
Company’s estimates, assumptions, and judgmemilil impacting its financial position and opergtiasults.

The Company includes interest and penalties relatetirecognized tax benefits within income taxenge. Interest and penalties related to unrecogibéz
benefits have been recognized in the appropriaiegepresented.

Net Income (Loss) per Share Attributable to Comm8&tockholders

Basic and diluted net income per share attributadleommon stockholders is presented in conformiti the twoelass method required for participat
securities. The Company considers its redeemabigectible preferred stock to be participating sé®s. The holders of the CompasySeries D redeemal
convertible preferred stock are entitled to receiga-cumulative dividends at the annual rate of appretély 8% of the Series D original issuance pricegber
per annum, payable prior and in preference to avigehds on any shares of the Compangther redeemable convertible preferred stockchvis payable pric
and in preference to any dividends on any sharéiseofommon stock. In the event a cash dividenmid on common stock, the holders of redeemableestible
preferred stock are also entitled to a proportierséiare of any such dividend as if they were heldécommon stock (on an #szonverted basis). All participatii
dividends paid on the Compasytedeemable convertible preferred stock reducesalscof past or future preferred dividends by saofount. The holders of t
redeemable convertible preferred stock do not fsawentractual obligation to share in losses. Iroedance with the twalass method, earnings allocated to t
participating securities and the related numbeowsftanding shares of the participating securitigsch include contractual participation rightsundistribute:
earnings, have been excluded from the computafitasic and diluted net income per share attridatedocommon stockholders.

In 2012 and 2013, basic net loss per share atitiibeito common stockholders is calculated by dingdhe net loss attributable to common stockholtg
the weightedaverage number of shares of common stock outstgraiining the period without consideration of comnstack equivalents or the participat
rights of the preferred stock as they do not slftesses. During the periods when the Company i@ net loss position, basic net loss per shariuattible tc
common stockholders is the same as diluted netpessshare attributable to common stockholdershasiriclusion of all potential shares of common k
outstanding would have been anti-dilutive.

Recent Accounting Pronouncements

In May 2014, the FASB issued ASU 2014-09 (ASC 668yenue from Contracts with Customgevghich affects any entity that either enters iotmtract
with customers to transfer goods and services tererinto contracts for the transfer of nonfinahaissets. ASU 20189 will replace most existing rever
recognition guidance in U.S. GAAP when it becom#ésctive. The standard’core principle is that a company will recogniegenue when it transfers promi
goods or services to customers in an amount tifiatte the consideration to which the company etg&z be entitled in exchange for those goods oricss. Ir
doing so, companies will need to use more judgnzemt make more estimates than under the currenfidctafe guidance. These may include identif
performance obligations in the contract, estimatimg amount of variable consideration to includehie transaction price and allocating the traneacgirice t(
each separate performance obligation. ASU 2014 @¥eéctive for annual periods beginning after Deler 15, 2016, including interim
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periods within that period. Early adoption is netmpitted. The FASB recently issued an exposuret dfad proposed ASU that would delay the effectiate o
ASU 2014-09 by one year and allow for early adaptibhe Company is currently evaluating the impdchis guidance on its consolidated financial staats.

4. Fair Value Measurements

The carrying values of the Compasyfinancial instruments, including cash equivaleatsounts receivable, and accounts payable, ajppated their fai
values due to the short period of time to matudtyrepayment. The carrying values of the Compamyigyterm debt approximate their fair values a
December 31, 2013 and 2014, and as of March 3K 261he debt carries a variable rate or markes rtrrently available to the Company and otheurapsion:

have not changed significantly.

The following tables set forth the Compasyfinancial instruments that were measured atvaloe on a recurring basis by level within the feddue

hierarchy (in thousands):

March 31, 2015

Level 1 Level 2 Level 3 Total
(unaudited)
Assets:
Derivative asset $ — $214 $ — $ 214
Liabilities:
Redeemable convertible preferred stock warrantlitiak $ — $ — $26,13: $26,13:
Contingent consideratic — — 7,704 7,704
Derivative liabilities — 17 — 17
Total $ — $ 17 $33,83¢ $33,85:
December 31, 201
Level 1 Level 2 Level 3 Total
Assets:
Derivative asset $ — $ 31¢€ $ — $ 31€
Liabilities:
Redeemable convertible preferred stock warrantlitiak $ — $ — $15,79% $15,797
Derivative liabilities — 10E — 10E
Total $ — $ 10E $15,79% $15,90:
December 31, 201
Level 1 Level 2 Level 3 Total
Liabilities:
Redeemable convertible preferred stock warrantlitiak $ — $ — $ 4,02¢ $ 4,02¢

Level 2 assets and liabilities are comprised ofva¢ive financial instruments associated with hedgactivity is further discussed in Note 5. Derive
financial instruments are initially measured at failue on the contract date and are subsequentigaisured to fair value at each reporting dategusjputs such ¢
spot rates and forward rates. There is not an ectisrket for each hedge contract, but the inputdl tis calculate the value of the instruments @@ tb activ

markets.
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The Companys Level 3 liabilities measured and recorded oncarring basis consist of the redeemable converfibégerred stock warrant liability a
contingent consideration. The fair value of thenaat liability is calculated using an optigmicing model as discussed in Note 10. Generallyreiases or decrea
in the fair value of the underlying redeemable emotible preferred stock would result in a directiy similar impact in the fair value measuremehtttee
associated warrant liability. The following tablets forth a summary of the changes in the fairevalithe redeemable convertible preferred stockamadiability
(in thousands):

Balance at December 31, 20 $ 41
Fair value of redeemable convertible preferredistearrants issue 41C
Change in fair valu 37

Balance at December 31, 20 48¢€
Fair value of redeemable convertible preferredistearrants issue 17C
Change in fair valu 3,37(

Balance at December 31, 20 4,02¢
Settlement of warrant liability upon exerc (1,509
Change in fair valu 13,27:

Balance at December 31, 20 15,79:
Change in fair value (unaudite 10,33t

Balance at March 31, 2015 (unaudit $26,13:

The Company’s acquisitiorelated contingent consideration is determinedguii® Monte Carlo simulation method. The increasedecreases in the f
value of the contingent consideration payable coellilt from changes in the anticipated fair vatfiehe Companys common stock, stock price volatility, ¢
probability of various marketased scenarios. As the fair value measure is l@ssiynificant inputs that are not observablehim narket, they are categorize:
Level 3.

There have been no transfers between fair valusunement levels during 2013 and 2014.

5. Derivative Financial Instruments

The Companys earnings and cash flows are subject to fluctoatidue to changes in foreign currency exchange.réteDecember 2014, the Comp
entered into foreign exchange contracts to hedgeetagy assets and liabilities that are denominatedurrencies other than the functional currencyits
subsidiaries. The Company and its subsidiariesad@nter into derivative contracts for speculapueposes.

These foreign exchange contracts are carried lav&ie and do not qualify for hedge accountingtireent and are not designated as hedging instrat
Changes in the value of the foreign exchange cotstrare recognized in other income (expense), mebéset the foreign currency gain or loss onuhéderlying
net monetary assets or liabilities. The notionabant of foreign currency contracts open in U.Slatotéquivalents was $37.2 million as of December2il4 an
$5.7 million as of March 31, 2015.
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The table below presents the notional amount ofdheign currency contracts as of March 31, 20T&(udited) (in thousands):

Functional Currency:
AUD

GBP
NZD

The table below presents the notional amount ofdheign currency contracts as of December 31, ZBlthousands):

Functional Currency:
AUD

CAD
EUR
GBP
NZD

Notional Amount Sold

Foreign usD
Amount Equivalent
4,60( $ 3,67:¢
90C 1,371
95C 692
$ 5,73¢

Notional Amount Purchased

Foreign UsD

Amount Equivalent
32,70( $ 26,81(
3,20( 2,782
2,70C 3,35¢
2,10 3,29t
1,20( 93C
$ 37,17:

Currently, the Company does not have master nett@grgements with its counterparties for its foretgmrency contracts. As of December 31, 2014
March 31, 2015, the fair value of the derivativeeds of $0.3 million and $0.2 million, respectivelyere recorded in prepaid expenses and othersamsétthe fa
value of the derivative liability of $0.1 millionnd $17,000, respectively, were recorded in accrisglities on the consolidated balance sheets. ag
recognized in other income (expense), net for designated foreign currency forward contracts w@ag #illion and $2.0 million for 2014 and the threenth:

ended March 31, 2015, respectively.
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6. Balance Sheet Components
Accounts Receivable Reserves
Changes in accounts receivable reserves werelew$ofin thousands):

Balance at December 31, 2011
Increase:
Write-offs/returns takel

Balance at December 31, 20
Increase:
Write-offs/returns takel

Balance at December 31, 20
Increase:
Write-offs/returns takel

Balance at December 31, 20

Increases (unaudite
Write-offs/returns taken (unaudite

Balance at March 31, 2015 (unaudit
Inventories

Inventories consisted of the following (in thoussnd

Component:
Finished good
Total inventories

Prepaid Expenses and Other Current Assets
Prepaid expenses and other current assets considtesifollowing (in thousands):

POP displays, ne
Prepaid expenses and other current a:
Total prepaid expenses and other current a

F-23

Allowance for
Doubtful Revenue
Accounts Reserve
$ 3C $ 25E
71 3,871
9 (939)
92 3,18:
651 20,30
— (8,079
74% 15,41¢
864 42,74(
(769 (31,59)
83¢ 26,55¢
7 20,49:
(59 (20,690
$ 852 $ 26,36
December 31 March 31,
2013 2014 2015
(unaudited)
$35,55: $53,38: $62,16!
20,89( 61,68¢ 75,344
$56,44: $115,07. $137,50¢
December 31 March 31,
2013 2014 2015
(unaudited)
$1,212 $ 7,121 $ 7,721
1,97: 6,49: 14,29
$3,18¢ $13,61 $ 22,01
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Property and Equipment, Net

Property and equipment, net, consisted of thevialig (in thousands):

Tooling and manufacturing equipme
Furniture and office equipme
Purchased and interne-developed softwar
Leasehold improvemen
Total property and equipme
Less: Accumulated depreciation and amortiza
Property and equipment, r

Accrued Liabilities

Accrued liabilities consisted of the following (inousands):

Product warrant

Accrued manufacturing expen

Accrued cooperative advertising and marketing dgwalent fund:
Contingent consideratic

Customer deposit

Inventory received not bille

Employee related liabilitie

Accrued sales incentive

Sales taxes and VAT payal

Other

Accrued liabilities
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December 31

March 31,

2013 2014 2015
(unaudited)
$ 9,094 $ 28,34« $ 32,55¢
82¢ 2,891 3,34¢
482 1,39¢ 1,631
293 3,594 3,64
10,69 36,22 41,17¢
(4,21) (9,790 (13,159
$ 6,48¢ $ 26,43t $ 28,02:
December 31 March 31,

2013 2014 2015
(unaudited)
$ 8,48( $20,09¢ $ 23,25
50z 9,95: 9,03¢
1,70¢ 7,67¢ 7,852
— — 7,704
83¢€ 6,391 3,51z
— 6,24: 402
2,39¢ 4,11¢ 5,351
2,46¢ 2,35t 1,78¢
1,76¢ 2,291 1,87¢
10,40¢ 11,81¢ 13,08¢
$28,56° $70,94( $ 73,86(
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Product warranty reserve activities were as foll¢wghousands):

Reserve Fo

Product
Warranty @
Balance at December 31, 2011 $ 677
Charged to cost of reven 3,17¢
Settlement of claim (1,629
Balance at December 31, 20 2,23z
Charged to cost of reven 9,07¢
Settlement of claim (2,830
Balance at December 31, 20 8,48(
Charged to cost of reven 19,46:
Settlement of claim (7,849
Balance at December 31, 20 20,09¢
Charged to cost of revenue (unaudit 7,491
Settlement of claims (unaudite (4,349
Balance at March 31, 2015 (unaudit $ 23,25

(1) Does not include reserves established as a redshi oecall of the Fitbit Force. See the sectitled “—Fitbit Force Recall Reser” for additional information regarding such resen

Fitbit Force Recall Reserve

In March 2014, the Company announced a recall fier af its products, the Fitbit Force (“Fitbit ForRecall”). The product recall, which is regulated by
U.S. Consumer Product Safety Commission, coverelithit Force units sold since the product wastfintroduced in October 2013. The product recalgpar
has no expiration date.

As a result of the product recall, the Company#istiaed reserves that include cost estimates fstoouer refunds, logistics and handling fees for agamc
product returns and processing refunds, obsolescehon-handnventory, cancellation charges for existing pusth@ommitments and rework of compot
inventory with the contract manufacturer, writesofff tooling and manufacturing equipment, and lsg#lement costs.
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Fitbit Force recall reserve activities were asdat (in thousands):

Reserve Fo
Fitbit Force
Recall

Balance at December 31, 2012 $ —
Charged to revent 30,60°
Charged to cost of reven 49,49:
Charged to general and administrat 2,83¢
Settlement of claim —
Balance at December 31, 20 82,93¢
Charged to revent 8,112
Charged to cost of reven 11,33¢
Charged to general and administrai 50t
Settlement of claim (80,419
Balance at December 31, 20 22,47¢
Benefit to cost of revenue (unaudite (2,040)
Settlement of claims (unaudite (5,339
Balance at March 31, 2015 (unaudit $ 15,10«

During 2013, the Company recorded excess and desBitbit Force inventory-related amounts of $1iion, included in the reserve, and wrai#-$1.7
million for specialized Fitbit Force tooling and mdacturing equipment to cost of revenue as incuimethe consolidated statement of operations. mgu#éi014
legal fees of $2.9 million were recognized as inedy in addition to legal settlement costs of $@ibion related to the Fitbit Force recall, whictere included i
general and administrative costs in the consolélat®tement of operations. During the three mowetided March 31, 2015, a benefit to legal expen$
$0.1 million was recognized as incurred in genaral administrative costs.

7. Long-Term Debt
2012 Financing Facility

As of December 31, 2013, the Company had term faaifities with Silicon Valley Bank (“SVB")totaling $26.0 million consisting of a $14.0 miki
revolving line of credit, a $3.0 million senior tedoan, and a $9.0 million mezzanine term loanlitsiciThe annual interest rate on the revolvingeliof credit is th
greater of 0.75% above the bank’s prime rate d¥4 Dhe annual interest rate on the senior term ip&qual to the greater of 0.50% above the mpkime rate ¢
4.5%. The annual interest rate on the mezzanime l@an facility is equal to 10.5% per annum. Foc&maber 31, 2012 and 2013, the effective intergssran th
revolving line of credit and the senior term loaarer4.5% and 4.0% per annum, respectively. Theesten these facilities are payable monthly. Tdwlving
line of credit and the senior term loan advancekdrayinal maturity dates ranging from June 2014uae 2016. The mezzanine term loan had a matfrijay
2016. As of December 31, 2013, $2.3 million wasstanding under the senior term loan, $9.0 millicmsweutstanding under the mezzanine facility, arttiing
was outstanding under the revolving line of cretlie revolving line of credit, senior term loandamezzanine term loan facility were all terminatedAugus
2014.

2014 Credit Agreement

In August 2014, the Company entered into an ameadéddestated credit agreement (“Asset-Based Credility”) with SVB, as administrative agent ¢
lender, and several other lenders, including at® of Morgan
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Stanley & Co. LLC, SunTrust Robinson Humphrey, Jramd Deutsche Bank Securities lithe AssetBased Credit Facility allows the Company to borngpvtc
the lesser of (i) $180.0 million, including up t6G0 million for the issuance of letters of creatitd up to $25.0 million for swing line loans an tfie borrowing
base then in effect less the amount then outstgndider letters of credit and loans. The borrowiage is determined by the Compangollateral agents based
several variables, including percentages of thekh@tue of certain eligible accounts receivable amkrcentage of certain eligible inventories. Baings unde
the AssetBased Credit Facility may be drawn as AlternateeBRate or ABR loans or Eurodollar loans, and matimeAugust 2018. ABR loans bear interest
variable rate equal to the applicable margin phes ftighest of (i) the prime rate, (ii) the fedefahds effective rate plus 0.5%, and (iii) the Ewltal rate plu
1.0%, but in any case at a minimum rate of 3.25%ap@um. Eurodollar loans bear interest at a viisdte based on the LIBOR rate and Euro curreasgri:
requirements. The Company is also required to pagrmual commitment fee on the average daily unpsetibn of the facility of 0.25%, 0.35%, or 0.45%ase:
on usage of the facility. As of December 31, 20dd ®larch 31, 2015, the effective interest ratet@nrevolving line of credit was 4.25%.

The Company has the option to repay its borrowingder the Asset-Based Credit Facility without pgnpfior to maturity. The Assddased Credit Facilii
requires the Company to comply with certain finahciovenants, including maintaining a consoliddiedd charge coverage ratio of at least 1.1:1, obadatec
leverage ratios of between 3:1 and 2:1, and leskligjuidity of not less than $15.0 million. The getBased Credit Facility also requires the Compangamply
with certain non-financial covenants. The Compamg\m compliance with these covenants as of DeceBhe014 and March 31, 2015.

As of December 31, 2014, the Company had $125.Iiomibf outstanding borrowings under the AsBaised Credit Facility. In January 2015, the Com|
repaid $125.0 million of its indebtedness under Alsset-Based Credit Facility. As a result, the lbegn debt that was repaid was classified as tengr debi
current portion, on the Compamsytonsolidated balance sheet as of December 34, 2&lof March 31, 2015, the Company had $160.0ianilof outstandin
borrowings under the Asset-Based Credit Faciliybs®quent to March 31, 2015, the Company repai®.®1fillion of its indebtedness under the AsBase(
Credit Facility.

2014 Revolving Credit and Guarantee Agreement

In August 2014, the Company entered into a revgladredit and guarantee agreement (“Cash Flow Bggilivith an affiliate of Morgan Stanley & Co. LL
as administrative agent and collateral agent, aversal other lenders, including SVB and an affliat SunTrust Robinson Humphrey, Inc. In Octobet4Ghe
Company entered into an incremental joinder agreémih an affiliate of Barclays Capital, Inc., wehiamended the Cash Flow Facility to increase dneotwinc
limit under the Cash Flow Facility. The Cash FloacHity allows the Company to borrow up to $50.0lion, including up to $10.0 million for the issuzm o
letters of credit and up to $10.0 million for swilige loans, and matures in August 2018. Borrowingder the Cash Flow Facility may also be drawiB&
loans or Eurodollar loans. ABR loans under our Galskv Facility bear interest at a variable rateada the applicable margin plus the highest 08(5%, (ii) the
prime rate, (iii) the federal funds effective ralas 0.5%, and (iv) the adjusted LIBOR rate pl@4d.. Eurodollar loans under the Cash Flow Facilgéghinterest
a variable rate for any day based on the LIBOR aat& Euro currency reserve requirements. The Coynigaaiso required to pay an annual commitmenbfeéhe
average daily unused portion of the facility of %6 or 0.5%, based on usage of the facility. ADefember 31, 2014, the effective interest ratehenrévolving
line of credit was 3.59%. The Cash Flow Facilityaatequires the Company to comply with certainrftial covenants, including maintaining certain adiastec
leverage ratios of between 3:1 and 2:1, and otbesfimancial covenants.

As of December 31, 2014, the Company had $8.0 aniltf outstanding borrowings under the Cash Flowilfja Subsequent to December 31, 2014,
Company repaid $8.0 million of its indebtednessaurtie Cash Flow Facility. As of March 31, 201% tBompany had no outstanding borrowings under e
Flow Facility.
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The fair value of warrants issued in connectiorhvdiébt agreements prior to 2012 was recorded abtadiscount and is amortized to interest expesse
the straightine method which approximated the effective insén@ethod over the term of the related debt agraeente addition, capitalized issuance costs
amortized to interest expense over the term ofelated financing arrangement on a straigig-basis. Interest expense for 2012, 2013, 2a8ad,the three mont
ended March 31, 2014 and 2015 was $0.2 millior. $illion, $2.2 million, $0.4 million, and $0.5 ridn, respectively.

Letters of Credit

As of December 31, 2014 and March 31, 2015, the 2o had three outstanding letters of credit o9 $aillion and $3.3 million, respectively, issuec
cover the security deposit on the lease of itxeffieadquarters in San Francisco, California.
8. Commitments and Contingencies

Leases

The Companys principal facility is located in San Franciscali@rnia. The Company also leases office spaceaimous locations with expiration da
between 2015 and 2020. The lease agreements oftkrdé leasehold improvement incentives, escaldéiage payments, renewal provisions and other gim
which require the Company to pay taxes, insuramzgntenance costs or defined rent increases. Allasfipany’s leases are accounted for as operatisgsde

Rent expense is recorded over the lease terms smamhtline basis. Rent expense was $0.4 million, $0.%onil $4.1 million, $1.1 million, ar
$1.1 million, for 2012, 2013, 2014, and the threenths ended March 31, 2014 and 2015, respectifiyure minimum payments under the leases
December 31, 2014 were as follows (in thousands):

Year ending December 31 Amounts
2015 $ 4,22¢
2016 3,84¢
2017 3,70t
2018 3,81z
2019 3,72t
Thereaftel 874

Total $20,18¢

Future minimum payments under the leases as ofiMatc2015 (unaudited) were as follows (in thousdnd

Three months ending March 31 Amounts
2015 $ 3,99¢
2016 5,48¢
2017 5,394
2018 5,551
2019 4,601
Thereaftel 874

Total $25,90¢
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Purchase Commitments

The aggregate amount of purchase orders open &@eaémber 31, 2014 and March 31, 2015 was approglyn&257.0 million and $314.1 millio
respectively. The Company cannot determine theeggge amount of such purchase orders that represeftractual obligations because purchase ordeg
represent authorizations to purchase rather thadirig agreements. The Compasngurchase orders are based on its current neddsrarulfilled by its supplier
contract manufacturers, and logistics providersiwishort periods of time.

Legal Proceedings

In 2014, class action and personal injury lawswiése filed against the Company based upon claimadlefgic reactions from adhesives in the Fitbitde
and alleged violations of various state false atisiag and unfair competition statutes based onGbempanys sale and marketing of the Fitbit Force. The «
action cases were settled in 2014. Certain persopaly complaints remain outstanding but the Conyphelieves that liabilities arising under thesairals ar
covered by the Company’s commercial general ligbitisurance.

Further, the Company is and, from time to time, nrayhe future become, involved in other legal gedings in the ordinary course of business.
Company currently believes that the outcome of ainthese existing legal proceedings, either indiaity or in the aggregate, will not have a mateirigbact o1
the operating results, financial condition, or célsvs of the Company. With respect to existingdepgroceedings, the Company has either determinagtihe
existence of a material loss is not reasonablyipleser that it is unable to estimate a reasonablysible range of loss.

Indemnifications

In the ordinary course of business, the Compangrerinto agreements that may include indemnificafioovisions. Pursuant to such agreements
Company may indemnify, hold harmless and defenéhdemnified parties for losses suffered or incurbgdthe indemnified party. Some of the provision
limit losses to those arising from thiphrty actions. In some cases, the indemnificatidhoantinue after the termination of the agreem@ifite maximum potenti
amount of future payments the Company could beiredtio make under these provisions is not deteabi: To date, the Company has not incurred mato:
to defend lawsuits or settle claims related to¢hagemnification provisions. The Company has alstered into indemnification agreements with itectiors an
officers that may require the Company to indemiiiéydirectors and officers against liabilities timay arise by reason of their status or servicdirstors o
officers to the fullest extent permitted by Delaevaprporate law. The Company also currently hasctbirs’ and officers’ insurance.

9. Redeemable Convertible Preferred Stock

As of December 31, 2013, the Company’s redeemaireestible preferred stock consisted of the follogv{in thousands, except share and per share data):

Liquidation
Net

Shares Shares Price per Carrying
Authorized Outstanding Share Value Preference
Series A 10,200,00 10,200,00 $0.0416° $ 421 $ 42¢
Series /1 22,368,91 22,368,91 0.0916- 2,00( 2,05(
Series B 42,360,00 41,705,11 0.2158( 8,95¢ 9,00(¢
Series C 39,600,00 36,080,00. 0.3345: 12,04¢ 12,06¢
Series C 30,000,00 29,149,88 1.4751: 42,81 43,00(
Total 144,528,91 139,503,91 $66,23¢ $ 66,54«
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As of December 31, 2014 and March 31, 2015 (unedylithe Companyg redeemable convertible preferred stock consistele following (in thousand
except share and per share data):

Net Liquidation

Shares Shares Price per Carrying
Authorized Outstanding Share Value Preference
Series A 10,200,00 10,200,00 $0.0416° $ 421 $ 42¢
Series /1 22,368,91 22,368,91 0.0916- 2,00( 2,05(
Series B 42,360,00 42,052,68 0.2158( 10,53: 9,07t
Series C 39,600,00 36,080,00 0.3345: 12,04¢ 12,06¢
Series C 30,000,00 29,149,88 1.4751: 42,81 43,00(
Total 144,528,91 139,851,48 $67,81¢ $ 66,61¢

Significant provisions of the redeemable conveetibleferred stock are as follows:

Voting—Each holder of redeemable convertible preferredksi® entitled to the number of votes equal tortbmber of shares of common stock into w|
each such shares of redeemable convertible prdfetoek could be converted on the record dateHfervbte or consent of the stockholders, exceptiaaneise
required by law or other provisions of the Certfie of Incorporation, and have voting rights anev@e equal to the voting rights and powers of thenmor
stockholders. The holders of SerieslASeries B, and Series D redeemable convertildfeped stock, voting as a separate class, are exgtitted to elect or
member of the board of directors. The holders déesnable convertible preferred stock and commarkstmting on an asenverted basis, are entitled to elect
members of the Board of Directors.

Dividends—The holders of Series D redeemable convertibleepredl stock are entitled to receive noncumulativeddnds prior and in preference to
payment of any dividend on the holders of otheeesdable convertible preferred stock at a rate oo8%riginal issuance price per share per annune. idider
of Series A, Series A-1, Series B, and Series @awrthble convertible preferred stock are entitleteteive, on a pari passu basis, ©amulative dividends,
adjusted for stock splits, dividends, reclassifad or the like, prior and in preference to angldeation or payment of any dividends to the haddefr commo
stock, when and if declared by the Board of Diresstat a rate of 8% of original issuance pricegbere for redeemable convertible preferred stoekapnum. N
cash dividends have been declared by the Boardre€®rs or paid since inception.

After payment of such preferential dividends onemxdable convertible preferred stock during any ,yaay further dividends or distribution distribu
during such year shall be declared and paid ratablthe outstanding redeemable convertible predesteck (on an as converted to common stock basid)th
common stock.

Liquidation —In the event of any voluntary or involuntary ligaitbn, the holders of shares of Series D redeemaimeertible preferred stock shall
entitled to receive, prior and in preference to distribution of proceeds, to the holders of SeAesSeries Al, Series B, and Series C redeemable conve
preferred stock and common stock, an amount peestual to the original issuance price of theeell redeemable convertible preferred stock pletaded bu
unpaid dividends on such share. If upon the ocaggeof such event, the proceeds thus distributedngnthe holders of the Series D redeemable coine
preferred stock are insufficient to permit the paytito such holders of the full aforesaid prefaegramounts, then the proceeds shall be distribta&ably amon
the holders of Series D redeemable convertibleepred stock in proportion to the full preferentahount that each such holder is otherwise enttdeeceive
Upon the completion of the distribution to the reaklof Series D redeemable convertible preferrecksthares, the holders of shares of Series A¢S@érL, Serie
B, and Series C redeemable convertible prefer@ksthall be entitled to receive,
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prior and in preference to any distribution of receeds to the holders of common stock, an ampemshare equal to the applicable original issugmme fo
such series of redeemable convertible preferreckgttus declared but unpaid dividends on such shHgrapon the occurrence of such event, the prdsdbu:
distributed among the holders of shares of SerieSekies A1, Series B, and Series C redeemable convertieferped stock are insufficient to permit the payt
to such holders of the full aforesaid prefererdgimlounts, then the proceeds shall be distributedhlsaamong the holders of shares of Series A, Sévig, Series E
and Series C redeemable convertible preferred stopkoportion to the full preferential amount tlegich such holder is otherwise entitled to receélVereaftel
the remaining proceeds, if any, shall be distridutethe holders of shares of Series D redeematinieectible preferred stock and common stock pra batsed ¢
the number of shares of common stock held by eachgn assonverted basis (as if such conversion happenecediately prior to such liquidation event
following the payments described above); providealyever, that if the aggregate amount per shatethieaholders of Series D redeemable convertibédeprec
stock shall be entitled to receive shall exceedehimes of the Series D original issuance price ftarticipation cap amount), each holder of Sebigsdeemab
convertible preferred stock shall be entitled toeree upon such liquidation event the greater ofh@ participation cap amount and (ii) the amosunth holde
would have received if all shares of Series D reusdge convertible preferred stock had been condent® common stock immediately prior to such ldptior
event.

A liquidation may be deemed to be occasioned bip anclude (unless waived by the vote or writtemsent of the majority of the outstanding redeern
convertible preferred stock holders, voting asnglsi class on an amnverted basis, and the holders of at least 66.6f7&e then outstanding shares of Seri
redeemable convertible preferred stock, voting ssparate series on an@siverted basis) (i) the closing of a sale, tramsfedisposition of all or substantially
of the assets of the Company; (ii) the consummatioa consolidation or merger of the Company withinbo another entity (except a consolidation orgee ir
which the Company stockholders immediately prior to such transactiontinue to hold at least 50% of the voting powkthe capital stock of the Company
the surviving or acquiring entity); or (iii) afténe transfer of the Comparsy5Securities to a person or group of affiliatedspas, such person or group hold at |
50% of the voting power of the Company (or the &timg or acquiring entity). The Company considassdonvertible preferred stock as redeemable arstiet
has classified it as temporary equity in the batasiteet due to the existence of certain changeritial events that are outside of the Compargntrol includin
liquidation, or the sale or transfer of the Compahwt trigger the ability of the holders of theleemable preferred stock to call for redemptiothefshares.

Conversion—Each share of Series A, SerieslASeries B, Series C, and Series D redeemablesdilrle preferred stock is convertible into suctmiver o
shares of common stock as is determined by dividirgy original issuance price for such series okesdable convertible preferred stock by the appla
conversion price for such series of redeemable exitNe preferred stock. The initial conversioncprper share for each series of redeemable cobleeptieferre
stock is equal to the original issuance price farhsseries of redeemable convertible preferreckstwhich is subject to adjustment. As of Decemtier2014, th
conversion price per share equals the originahisse price. Conversion is either at the optiorheftiolder or is automatic upon the closing date piiblic offerin
of the Companys common stock for which the aggregate public afteprice is not less than $70.0 million, or upbe tritten consent of the holders of a majc
of the then outstanding shares of redeemable ctibleepreferred stock, voting together as a sirdéss on an asenverted basis, and the holders of at
66.67% of the then outstanding shares of SeriemdPaemable convertible preferred stock, voting separate series on an as-converted to basis.

Protective Provisions—The holders of Series D redeemable convertibleepred stock have certain protective provisionslokg as 12.0 million shares
Series D redeemable convertible preferred stockatgtanding, the Company cannot, without the aygdrof the holders of at least 66.67% of the thetstanding

F-31



Table of Contents
Index to Financial Statements

FITBIT, INC.
Notes to Consolidated Financial Statements (Contirad)

shares of Series D redeemable convertible prefesteak, voting as a separate class on acoaserted basis, take any actions that to: (i)@igk or issue,
obligate itself to issue, any equity security (udihg any other security convertible into or exgable for any such equity security) having a pesfee over ar
series of redeemable convertible preferred stotk véspect to dividends, liquidation or redemption{ii) alter or change the rights, preferencepmvileges o
Series D redeemable convertible preferred stockssm adversely affect such shares; or (iii) resifpsalter or amend any existing equity securftgttis junior o
pari passu with the Series D redeemable convertitééerred stock in respect of the distributionagkets on a liquidation event, the repayment dtieihds o
rights of redemption, if such reclassificationgadttion or amendment would render such other dgceenior to the Series D redeemable convertitdéepred stoc
in respect of any such right, preference or prgéle

The holders of Series A, SerieslASeries B, Series C, and Series D redeemablestilvie preferred stock have certain protectivevimions. As long as
least 81.6 million shares of all series of rededmabnvertible preferred stock are outstanding,Gbenpany cannot, without the approval of the haldsrat least
majority of the then outstanding shares of rededenabnvertible preferred stock, voting as a singess on an asenverted basis, take any action tha
(i) authorize or issue, or obligate itself to issary equity security (including any other secudtyvertible into or exercisable for any such egsécurity) having
preference over any series of redeemable conwerpbéferred stock with respect to dividends, ligtimh or redemption; (ii) declare or pay any divide
(iii) redeem, purchase or otherwise acquire (or jpag or set aside for a sinking fund for such msg) shares of any class of stock with certain piaes
(iv) consummate a liquidation event; (v) alter tte¢al authorized number of shares of redeemablevestible preferred stock (other than by redempto
conversion); (vi) alter or change the rights, prefees or privileges of redeemable convertiblegoretl stock so as to adversely affect such sh@wigsamend th
Companys certificate of incorporation or bylaws in any manwhich adversely affects the rights of the redsae convertible preferred stock; or (viii) charikye
authorized number of members of the board of dirsct

10. Redeemable Convertible Preferred Stock Warnms

As of December 31, 2013 and 2014 and March 31, 204&udited), the Company had the following redda@maonvertible preferred stock warrants iss
and outstanding:

Warrant Class: Number of Shares Underlying Warrants Fair Value Exercise
March 31, March 31, Price per
2013 2014 2015 2013 2014 2015 Issuance Date Share
(unaudited) (unaudited)
(in thousands)

Series B 347,56¢ — — $ 712 $ — $ — August 200¢ $ 0.22
Series B 277,99: 277,99: 277,99: 57C 2,351 3,821 June 201: 0.22Z
Series C 57,00( 57,00( 57,00( 11C 47% 77€ April 2012 0.3¢
Series C 1,215,00¢ 1,215,00¢ 1,215,001 1,97¢ 9,72¢ 16,15! September 201 0.67
Series CW 405,00( 405,00( 405,00( 65¢ 3,24: 5,38¢ September 201 0.67

Total 2,302,561 1,954,99: 1,954,99: $ 4,02¢ $ 15,797 $ 26,13:

(1) Represents additional shares that may be exerpisetiant to the Series C redeemable convertiblenpee stock warrant issued in September 2012 dwedraw down on a debt financing arrangeme
March 2013

In August 2009, secured convertible promissory siatere issued to the Compasyfounders and investors and subsequently convéstedarrants t
purchase 347,568 shares of Series B redeemablertine preferred stock in 2010. The Company deiteechthe fair value of these warrants to be $30@0¢he
date of grant. In August 2014, the warrants werer@sged into 347,568 shares of Series B redeentainieertible preferred stock for total consideratafris0.]
million.
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In June 2011, as part of financing arrangements aiinancial institution, the Company issued araeatrto purchase 277,992 shares of Series B redse
convertible preferred stock. The warrant is immtyaexercisable and expires, if not exercisedJune 2018. The Company determined the fair valuthe
warrants to be $25,000 on the date of grant.

In April and September 2012, in connection withegimy into a debt financing arrangement, the Comppasued warrants to purchase an aggreg:
1,272,000 shares of Series C redeemable convepifeferred stock. These warrants are exercisabtaenhmtely and expire, if not exercised, in Aprild
September 2019. The Company determined the faievaf the warrants granted in April and Septembdret $10,000 and $0.4 million on the date of grant.

In March 2013, the Company drew down under an iegjsiebt financing arrangement. In connection wfite draw down, the existing September 2
warrants to purchase 1,215,000 shares of Seriesd€emable convertible preferred stock became aedei for 1,620,000 shares of Series C redeel
convertible preferred stock. The Company determihedair value of these warrants to be $0.2 millan the date of grant using the Black-Scholesoogdricing
model.

As the redeemable convertible preferred stock wisrare exercisable into contingently redeemaldéepred shares, the Company has recognized aitly:
for the fair value of its warrants on the consdkdbbalance sheets upon issuance and subsequantasures the liability at the end of each repptieriod.

The key assumptions used in the Black-Scholes mpticing model for the revaluation of the redeematavertible preferred stock warrants wer
follows:

Year Ended December 31 Three Months Ended March 31,
2012 2013 2014 2014 2015
(unaudited)
Expected term (in year 1.6-6.75 0.61-6.94 0.75-1.25 1.25 0.5
Volatility 51.83-57.22% 31.24- 62.72% 46.70- 54.90% 54.9% 81.3%
Risk-free interest rat 0.22%—1.04% 0.06-2.47% 0.11-0.21% 0.21% 0.07%
Dividend yield —% —% —% —% —%

As these warrants to acquire convertible prefestedk are classified as liabilities, any potenkieheficial conversion feature related to those tipihg
shares of convertible preferred would not be receghuntil such time as the warrant is exercisedthat point any excess of the fair value of thenpanys
common stock into which the shares of convertilbkfgrred are convertible over the effective coneergrice, measured as the sum of the carrying anoiuthe
warrant liability and the exercise price of the raat, would be recognized as a beneficial convar$éature and would reduce earnings available toncor
stockholders in the calculation of earnings persliar that period.

In connection with the closing of a qualifying IP@l| of the outstanding redeemable convertible garefl stock warrants will automatically conver
common stock warrants, and the redeemable conleentiteferred stock warrant liability will be remeasd to the extent the warrants qualify for ec
classification and no further measurement will &guired thereafter.
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11. Common Stock
The Company has reserved shares of common sto@q as-converted basis, for future issuance aswellin thousands):

December 31 March 31,

2013 2014 2015
(unaudited)
Redeemable convertible preferred stock outstan 139,50« 139,85: 139,85:
Options issued and outstandi 23,44( 44,05: 47,33%
Restricted stock units issued and outstan — — 292
Shares available for future equity gra 17 3,57( 8,93¢
Series B redeemable convertible preferred stockamés 62t 27¢ 27¢
Series C redeemable convertible preferred stockants 1,677 1,67 1,677
Total 165,26:. 189,42¢ 198,37

12. Stock Plan

In September 2007, the Company adopted the AmeadédRestated 2007 Stock Plan (the “Plawfjch was most recently amended in March 2015.
Plan provides for the grant of incentive and mstetutory stock options and RSUs to employeesciire, and consultants under terms and provisistabbshed b
the board of directors.

The board of directors determines the period oveickwthe options vest and become exercisable. @ptipanted under the Plan are generally subjea
four-year vesting period, with 25% vesting afteoreeyear period and monthly vesting thereafter. Optiexgire after ten years. The exercise price ofritice
stock options granted under the Plan must be at lsgual to 100% of the fair value of the commartistat the date of grant, as determined by thedbot
directors. The exercise price of netatutory options granted under the Plan must hbeaat equal to 85% of the fair value of the commstmtk at the date of gra
as determined by the board of directors. RSUs gdanhder the Plan are generally subject to a ttmefur-year vesting period with annual vesting.
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Stock Options
Activity under the Plan is as follows:

Options Outstanding

Number of Weighted-
Shares Shares Subjec
Available Average Aggregate
for to Exercise Intrinsic
Grant Options Price Value
(in thousands) (in thousands’
Balanc—December 31, 201 4,78¢ 18,11¢ $ 0.0t
Granted (3,669 3,664 0.1z
Exercisec — (137) 0.0: $ 3
Cancelec 69€ (696) 0.0z
Balanc—December 31, 201 1,81¢ 20,94 0.0€
Authorized 3,97¢ — —
Granted (6,47¢) 6,47¢€ 0.61
Exercisec — (3,289 0.0t $ 1,111
Cancelec 73€ (73€) 0.1€
Balanc—December 31, 201 53 23,40¢ 0.21
Authorized 24.,90( — —
Granted (22,099 22,09¢ 3.2t
Exercisec — (735) 0.1£ $ 3,001
Cancelec 765 (765) 0.9t
Balanc—December 31, 201 3,62¢ 43,99¢ 1.72 $ 207,86:
Authorized (unauditec 9,11¢ —
Granted (unauditec (4,120) 3,82¢ 7458
Exercised (unauditec — (169) 0.41 $ 1,47¢
Canceled (unauditer 32C (320) 2.0¢€
Balanc—March 31, 2015 (unaudite: 8,93¢ 47,331 2.1¢ $ 491,63
Options exercisab—December 31, 201 16,577 0.1¢ $ 104,02
Options vested and expected to — December 31, 201 41,41: 1.67 $ 197,80:
Options exercisab—March 31, 2015 (unaudite 18,22« 0.27 $ 224,50
Options vested and expected to —March 31, 2015 (unaudite: 44 ,58¢ 2.1z $ 465,99:

The aggregate intrinsic values of options outstagdéxercisable, vested and expected to vest vedcalated as the difference between the exercise pi
the options and the estimated fair value of the @amy’s common stock, as determined by the boadire€tors, as of December 31, 2014 and March 31520

The total grant date fair value of options thattgdsduring 2012, 2013, 2014, and the three montisea March 31, 2014 and 2015 was $0.1 mil
$0.3 million, $1.7 million, $0.2 million, and $1r8illion, respectively.

As of December 31, 2014 and March 31, 2015, thehtedaverage remaining contractual life was 6.7 years @b years, respectively, for exercis:
options and 8.2 years and 8.1 years, respectifa@lyested
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and expected to vest options. The weigtaedrage remaining contractual life of options @nding was 8.0 years, 8.3 years, and 8.2 yeargegrbber 31, 20:
and 2014 and March 31, 2015, respectively.

Restricted Stock Units (unaudited)
RSU activity under the Plan is as follows:

Weighted-
Average
Grant Date
RSUs
Outstanding Fair Value
(in thousands
Unvested balan—December 31, 201 — $ —
Granted 29z 12.57
Unvested balan—March 31, 201 292 12.57
Stock-Based Compensation Expense
Total stock-based compensation recognized wasllasvio(in thousands):
Three Months Ended
Year Ended December 31 March 31,
2012 2013 2014 2014 2015
(unaudited)
Cost of revenu $ 1t $ 37 $ 89C $ 59 $ 44¢
Research and developmt 62 28¢€ 2,35( 92 1,87¢
Sales and marketir 2¢ 204 1,29 63 1,307
General and administrati\ 2€ 91 2,26¢ 10C 1,271
Total stocl-based compensation expel $132 $62C $6,80¢ $ 314 $ 4,90:

The weightedaverage grant date fair value of stock options tgdduring 2012, 2013, 2014, and the three monitdseeé March 31, 2015 was $0.07, $0
$2.40, and $7.05 per share. As of December 31, 20it4 March 31, 2015, the total unrecognized congt@rs expense related to unvested options, n
estimated forfeitures, was $43.9 million and $68illion, respectively, which the Company expectsdoognize over an estimated weighted average gefi8.¢
years and 3.7 years, respectively.

As of March 31, 2015, the total unrecognized cormspénon expense related to unvested RSUs, net iofiasd forfeitures, was $3.4 million, which
Company expects to recognize over an estimatedhtezicaverage period of 3.0 years. As of March 8152the total unrecognized compensation expenatc
to unvested common stock issued in connection thighFitStar acquisition, net of estimated forfeasjrwas $3.7 million, which the Company expectetmgniz:
over an estimated weighted average period of 3a@sye

Stockbased compensation is measured at the grant dsee lba the fair value of the award and is recogh@&eexpense, net of estimated forfeitures,
the requisite service period, which is generally Wlesting period of the respective award. Thevalue of RSUs is the fair value of the Compangdmmon stoc
on the grant date. In determining the fair valug¢hef options, the Company uses the Black-Scholéerepricing model and assumptions discussed below. Bt
these inputs is subjective and generally requiggsficant judgment.
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Fair Value of Common Stoek-The fair value of the shares of common stock ugdw®y stock options has historically been estaldislby the Company’
board of directors, which is responsible for thesémates, and has been based in part upon aiealymovided by an independent thipdsty valuation firnm
Because there has been no public market for thep@oys common stock, its board of directors considehisi independent valuation and other fac
including, but not limited to, revenue growth, th@rent status of the technical and commercial sssof its operations, its financial condition, #tage ¢
development and competition to establish the falue of the Compang’common stock at the time of grant of the optibime fair value of the underlyil
common stock will be determined by the board oédtiors until such time as its common stock isdigia a stock exchange.

Expected Term—The expected term represents the period over whelCompany anticipates stobksed awards to be outstanding. The Company da
have sufficient historical exercise data to provadeeasonable basis upon which to estimate expéeteddue to the limited period of time stolosise!
awards have been exercisable. As a result, foksiptions, the Company used the simplified mettodaiculate the expected term estimate based ¢
vesting and contractual terms of the option. Unttler simplified method, the expected term is eqaathe average of the stock-based awandeighte:
average vesting period and its contractual term.

Volatility —Expected volatility is a measure of the amount Ijclv the stock price is expected to fluctuate. Tloenpany estimates the expected volatilit
the common stock underlying its stock options &t dinant date by taking the average historical uijabf the common stock of a group of compar:
publicly traded companies over a period equal ¢éoetkpected life of the options.

Risk-Free Rate—The risk-free interest rate is estimated averagerést rate based on U.S. Treasury zemgpon notes with terms consistent with
expected term of the awards.

Dividend Yield—The Company has never declared or paid any castiedids and does not presently plan to pay caskletids in the foreseeable futt
Consequently, it used an expected dividend yielzkeod.

In addition, the Company is required to estimate dmount of stockased compensation that it expects to be forfditexbd on historical experience.

assumptions used in calculating the fair valuéhefdtockbased awards represent management judgment. Asilg iefactors change and different assumptiae
used, the stockased compensation expense could be materiallgrdift in the future. For 2012, 2013, 2014, andhhee months ended March 31, 2014 and :
the Company recognized $0.1 million, $0.5 milligk.2 million, $0.3 million, and $4.2 million, respévely, of stockbased compensation related to opt
granted to employees. The fair value of the stqutloo awards granted to employees was estimatteatate of grant using a Black-Scholes opfioiaing mode
with the following assumptions:

Year Ended December 31 Three Months Ended March 31,
2012 2013 2014 2014T) 2015
(unaudited)
Expected term (in year 6.25 6.00-6.25 6.25 — 6.25
Volatility 60.0%- 60.62% 60.57%— 62.03% 54.83%— 60.94% —% 55.98%— 56.90%
Risk-free interest rat 0.95%—1.17% 1.04%- 1.93% 1.73%- 2.04% —% 1.59%-1.73%

Dividend yield —% —% —% —% —%

()]

The Company did not grant any stock options inttinee months ended March 31, 20
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The Company recognized stock-based compensatiééi 000, $0.1 million, $0.6 million, $37,000, and.® million related to options granted to non-

employees for 2012, 2013, 2014, and the three rs@1ided March 31, 2014 and 2015, respectively.

13. Income Taxes

The following table presents domestic and foreigmponents of income (loss) before income taxeshi®@periods presented (in thousands):

Year Ended December 31

2012 2013 2014
United States $(3,987) $(13,779) $150,13
Foreign 56 94 (10,36¢)
Total $(3,925) $(13,685) $139,77:
The income tax expense is composed of the folloimghousands):
Year Ended December 31
2012 2013 2014
Current:
Federal $ 68 $31,17¢ $ 47,568
State 21C 6,73¢ 2,31¢
Foreign _ 13 25 11z
Total current 291 37,937 49,997
Deferred:
Federal — — (39,339
State — — (2,65))
Foreign = — (11)
Total deferrec = — (42,00)
Total income tax expen: $291 $37,931 $ 7,99¢
The reconciliation of the Company’s effective taterto the statutory federal rate is as follows:
Year Ended December 31
2012 2013 2014
Tax at federal statutory rate (35.(%) (35.(%) 35.(%
State taxes, net of federal effi E 32.C (0.2)
Foreign rate differentie (0.2) (0.2) 2.7
Tax credits — (9.€) (1.3
Domestic production activities deducti — (22.7) (2.€)
Warrant fair value adjustme — 8.€ 3.2
Change in valuation allowant 37.7 292.€ (32.0
Other 1.4 14 0.€
Effective tax rate 7.4% 277.% 5.7%

For the three months ended March 31, 2015, the @agnpecorded an expense for income taxes of $2Blidrm for an effective tax rate of 37.2%. T

effective tax rate for the three months ended M&wh
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2015 reflected income tax expense on earnings glstich period. The effective tax rate is highenttie statutory federal tax rate primarily due titesincom
taxes and certain permanent differences. For 2B®4Company recorded an expense for income tax88.6fmillion, for an effective tax rate of 5.7%hd ta
expense in 2014 reflects income tax expense oringarin 2014 and a downward revaluation of the Camyfs deferred tax assets due to a change in stataw
enacted during 2014. The expense was partiall\eblfg a $51.3 million tax benefit, of which $44.9lion is related to federal tax benefits, from thdl release ¢
the Companys deferred income tax asset valuation allowanceh©$51.3 million tax benefit, $6.4 million reldteo a state tax benefit resulting from the relest
the valuation allowance on state net operatingelwssid other state deferred tax assets. A signifioajority of the foreign losses generated in 2@&4e in low o
no tax jurisdictions, and as such the Company didecord any deferred tax benefits for such lasses

The tax effects of temporary differences that gise to significant portions of the deferred tagets were as follows (in thousands):

December 31

2013 2014
Net operating loss carryforwar $ 134 $ —
Tax credit carryforward 887 1,331
Fixed assets and intangible as: 2,321 2,43¢
Other accruals and resen 15,07¢ 30,07¢
Fitbit Force recall reser 32,92¢ 8,15¢
Gross deferred tax ass: 51,347 42,00
Valuation allowanct (51,34) —
Net deferred tax asse $ — $42,00

The Company has recorded $33.6 million to currerfiéided tax assets and $8.4 million to ldagm deferred taxes, which is included in otheetssn th
balance sheet.

The tax valuation allowance increased by $1.9 amillluring 2012 primarily due to an increase in defétax assets related to accruals and reserbestel
valuation allowance increased by $45.6 million dgr2013 primarily due to the accrual for the Fitbdrce recall and continued recognition of a fidluatior
allowance on deferred tax assets.

The Company accounts for deferred taxes under A8@IcT740, “Income Taxes” (“ASC 740%vhich involves weighing positive and negative ewick
concerning the realizability of the Compasyleferred tax assets in each jurisdiction. The fiom evaluated its ability to realize the benefiit® net deferred te
assets and weighed all available positive and hegavidence both objective and subjective in ratur determining the need for a valuation allovegrihe weigt
given to positive and negative evidence is commetewvith the extent to which the evidence may bjedively verified. Consideration was given to athge
evidence such as: the duration and severity 0Bl s prior years, high seasonal revenue conc@rtgtincreasing competitive pressures, and aamgihg reta
environment. However, after considering three coutee years of revenue growth and a thyear cumulative income position as of September2804, th
Company believes the weight of the objectively figbie positive evidence is sufficient to overcothe weight of any negative evidence. As of Decentiie
2014, the Company continued to believe that it mase-likely-than-not that it would have future thl@income sufficient to realize the benefit of hempanys
net deferred tax assets.

Accordingly, for 2014, based on its assessmenh@fr¢alizability of its deferred tax assets, thenfany released the valuation allowance againsifatk
U.S. deferred tax assets which resulted in a taefiteof $51.3 million.
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As of December 31, 2014, the Company has fedesahbreh credit carryforwards of approximately $0illion, which if not utilized, begin to expire in02¢&
and California research credit carryforwards ofragpmately $2.8 million, which do not expire.

Utilization of the tax credit carry forward may bebject to an annual limitation due to the owngrgigrcentage change limitations provided by theriva
Revenue Code of 1986 and similar state provisidhs. annual limitation may result in the expiratiointhe net operating loss before utilization. Then®an
completed a Section 383 analysis through May 2@t4determined that an ownership change, as definddr Section 383 of the Internal Revenue Codejroec
in prior years. The Company does not expect thidiion to result in a reduction in total amountizable.

It is the intention of the Company to indefinitebinvest the earnings of the Companforeign subsidiaries. The Company does not peofoed U.S. incom
taxes on the earnings of its foreign subsidiargeswuch earnings are to be reinvested indefiniteijrese earnings were distributed to the Uniteate3t in the fort
of dividends or otherwise or if the shares of takevant foreign subsidiaries were sold or othersiaasferred the Company would be subject to aatdidi U.S
income taxes, subject to adjustment for foreigndeedits, and foreign withholding taxes. As of Dmter 31, 2014, there was $0.3 million of cumulafiveeigr
earnings upon which U.S. income taxes have not pearided.

As of December 31, 2013 and 2014, the Company B& rfillion and $10.6 million of unrecognized tagnefits. A reconciliation of the beginning ¢
ending amount of unrecognized tax benefits is Bgvits (in thousands):

December 31

2013 _ 2014

Balance at beginning of year $ 634 $ 7,991
Reductions based on tax positions related to gear (87) (41¢)
Additions based on tax positions related to curyeatr 7,44¢4 3,021
Balance at end of ye. $7,991 $10,59:

At December 31, 2014, the total amount of groseemgnized tax benefits was $10.6 million, all ofiethwould affect the effective tax rate if recogedt
The Company does not have any tax positions asoé@ber 31, 2014 for which it is reasonably possibé total amount of gross unrecognized tax benefll
increase or decrease within the following 12 monifiee Companys policy is to record interest and penalties relateunrecognized tax benefits as income
expense. During 2013 and 2014, the Company recd@eddmillion and $0.3 million related to the acirof interest and penalties. During 2012, the Canypdic
not accrue interest or penalties as the Companyégadperating losses available to offset any thusament.

The Company is subject to taxation in the Unitedt&d and various states and foreign jurisdictidiiee Company currently does not have any
examinations in progress nor has it had any taxn@aions since its inception. All of the Compasiyax years will remain open for examination byefied an:
state authorities for three and four years fromdie of utilization of any net operating lossed &ax credits.

14. Related-Party Transactions

Softbank Distribution Agreemen

In December 2012, the Company granted SoftBank BB@ation (“SoftBank BB”)an entity affiliated with SoftBank PrinceVille Insenents, L.P., one
the Company’s investors, a distribution right foe t
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Companys products in Japan, pursuant to a distributiore@gent. The agreement was subsequently amendeeddaniber 2014 such that SoftBank

relinquished its right of exclusivity.

For 2013 and 2014, the Company recognized $17 omih revenue and a reduction of $1.7 millionrevenue respectively related to SoftBank BB.
Company also recognized $0.1 million in expensésted to SoftBank BB in 2013. There was no reveouexpenses related to SoftBank BB for 2012. Dt
2014, product sales to SoftBank BB were $1.2 nrillislowever the Company accepted sales returns 6f Bflion due to the amendment of the distribu
agreement. As of December 31, 2014, a net amoufi2 & million was due to Softbank BB, which wasdpoaubsequent to December 31, 2014. There w
revenue or expenses related to SoftBank BB foththee months ended March 31, 2015, and no amouetes due to either party as of March 31, 2015.

15. NetIncome (Loss) per Share Attributable t€ommon Stockholders and Unaudited Pro Forma Net Ineme (Loss) per Share Attributable to Commor

Stockholders

The following table sets forth the computation b& tCompanys basic and diluted net income (loss) per sharéatiable to common stockholders

thousands, except per share amounts):

Numerator:

Net income (loss
Less: noncumulative dividends to preferred stootérs
Less: undistributed earnings to participating siies

Net income (loss) attributable to common stockhe—basic

Add: adjustments to undistributed earnings to pguditing securitie

Net income (loss) attributable to common stockhe—diluted

Denominator:

Weightec-average shares of common st—basic

Effect of potentially dilutive stock optior

Weightec-average shares of common st—diluted

Net income (loss) per share attributable to comstookholders
Basic

Diluted

Year Ended December 31

Three Months
Ended March 31,

2012 2013 2014

2014 2015

$(4,219  $(51,62)  $131,77

(unaudited)

$ 8,87 $ 47,99

— — (5,326) (1,319 (1,319
— — (98,109 (5,870) (36,06()
(4,216 (51,62 28,34¢ 1,68¢ 10,62
— — 10,17 57C 4,99;

$(4,216 $(51,629) $ 38,52!

$ 2,25¢ $ 15,61¢

36,75¢ 39,17¢ 40,35 40,15¢ 41,20:
— — 20,82¢ 19,32 29,08t
36,75¢ 39,17¢ 61,17¢ 59,47¢ 70,28¢

$ (0.11) $ (139 $ 0.7¢

$ 0.04 $ 0.2¢

$ (0.1) $ (139 $ 0.6

$ 0.04 $ 0.27
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The following common stock equivalents (in thousgndere excluded from the computation of dilutetlineome (loss) per share for the periods pres:
because including them would have been antidilutive

Three Months

December 31 Ended March 31,
2012 2013 2014 2014 2015
(unaudited)
Redeemable convertible preferred st 110,35 139,50 139,85: 139,50 139,85
Stock options to purchase common st 20,94¢ 23,44( 4,42( 88¢ 1,59¢
Redeemable convertible preferred stock warr 1,89¢ 2,302 1,95¢ 2,302 1,95¢
Total 133,20( 165,24t 146,22¢ 142,69! 143,40!

Unaudited Pro Forma Net Income per Share

The following table sets forth the computation bé tCompanys unaudited pro forma basic and diluted net incqree share attributable to comn
stockholders for 2014 (in thousands, except peresamounts) assuming the automatic conversioneofédeemable convertible preferred stock and thanaatic
conversion of the preferred stock warrants into wmm stock warrants and the remeasurement and slvenas reclassification to equity upon consummatioe
qualified IPO as if it had occurred as of Januargd14:

Three Months

Year Ended Ended
December 31 March 31,
2014 2015
(unaudited)
Numerator:
Net income $ 131,77 $ 47,997
Add: change in fair value of redeemable convertiskferred stock warrant liabilit 13,27: 10,33t
Pro forma net income attributable to common stotddre—Dbasic and dilute: $ 145,04¢ $ 58,33:
Denominator:
Weightec-average shares of common stock outstan 40,35 41,201
Pro forma adjustments to reflect assumed convedioadeemable convertible preferred st 139,64! 139,85:
Pro forma weighte-average shares of common st—basic 179,99¢ 181,05:
Effect of potentially dilutive
Stock options 20,82¢ 29,08¢
Common stock warran 1,78¢ 1,83¢
Pro forma weighte-average shares of common st—diluted 202,60¢ 211,97¢
Pro forma net income per share attributable to comstockholders
Basic $ 0.81 $ 0.3
Diluted $ 0.72 $ 0.2¢
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16. Significant Customer Information and Other hformation

Retailer and Distributor Concentration

Retailers and distributors with revenue equal tgreater than 10% of total revenue for 2012, 2@0D3,4, and the three months ended March 31, 201
2015 were as follows:

Three Months

Ended
December 31 March 31,
(unaudited)
A * * 13% * 1%
B 1%% 14% 12 17 1C
C 2C 14 11 13 11

* Revenue was less than 10

Retailers and distributors that accounted for etpuak greater than 10% of net accounts receivablecember 31, 2013 and 2014 and March 31, 201€é
as follows:

December 31 March 31,
(unaudited)

A @ & 18%
B 22% 17% 1t
C 15 14 15
D 14 13 1t
E 5 10 *

* Accounts receivable were less than 1

Geographic and Other Information
Revenue by geographic region, based on ship-tindéisihs, was as follows (in thousands):

Three Months Ended

December 31 March 31,
2012 2013 2014 2014 2015

(unaudited)
United State! $67,24¢  $206,08: $562,55. $ 89,83: $265,30¢
Americas excluding United Stat — 9,09« 38,57¢ 3,71¢ 13,42¢
Europe, Middle East, and Afric 6,27¢ 25,04: 60,69¢ 8,72¢ 35,05¢
APAC 2,851 30,87( 83,60t 6,544 22,96
Total $76,37:  $271,08  $745/43. $108,81! $336,75¢

As of December 31, 2013 and 2014 and March 31, 2@bg-ived assets, which represent property and equipnherated outside the United States v
$5.3 million, $20.0 million, and $21.4 million, ectively.

17. Acquisition (unaudited)

On March 13, 2015, the Company acquired all ofahistanding securities of FitStar, Inc., a privaie¢ld company, for aggregate acquisition considen
of $32.8 million, comprised of $13.6 million reldtéo the
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issuance of 1,059,688 shares of the Commamgmmon stock, net of a repurchase of 24,949 sh&%l1.5 million of cash, and $7.7 million of caomgén
consideration. FitStar is a provider of interactiwgeo-based exercise experiences on mobile devices angduters that utilize proprietary algorithms to adjanc
customize workouts for individual users. The acijois is expected to enhance the Company’s softaackservices offerings.

The Company may be obligated to issue additionadraon stock or pay cash to FitStar shareholders.atheal amount of any contingent consideration
it pays with respect to the FitStar acquisitionaify, will depend on markétased events that may occur in the future. The @Gompletermined the fair marl
value of this contingent consideration to be $7illion as of the acquisition date using the Montarl@ simulation method. The fair value of this lidp is
adjusted at each reporting period, and the chanfg@rivalue is included in other income (expense},on the consolidated statement of operations.

The following table summarizes the fair value afets acquired and liabilities assumed (in thousands

Goodwill $22,56:
Developed and core technolo 12,64(
Customer relationshig 12¢
Trademarks 1,15C
Assumed liabilities, net of asse (3,649

Total $32,83"

The amortization periods of the acquired develojgetinology, customer relationships, and trademar&s7.0 years, 1.3 years, and 5.0 years, resphc
Goodwill is not deductible for tax purposes.

In addition, upon acquisition, the Company issu€8,316 shares of common stock net of a repurchfs,048 shares, valued at $4.2 million.
Company is also obligated to make cash paymentto upl.2 million. Both the common stock and the cpslyments are additional consideration whic
contingent upon former employees of FitStar contiguo be employed by the Company. As such, thditmshal consideration was not part of the purchasee
and is recognized as post-acquisition compensatiqense over the related requisite service pefibd. Company also recorded acquisitretated transactic
costs of $0.3 million, which were included in gealeand administrative expenses in the consolidatatement of operations during the three monthee
March 31, 2015.

The results of operations of the acquisition aduded in the accompanying consolidated statemantgerations from the date of acquisition. Prarfe
results of operations for this acquisition have lme¢n presented because they are not materia t8dmpany’s consolidated financial statements.

18. Subsequent Events
Subsequent events have been evaluated through MageH 5 which is the date the financial statemesmtie available to be issued.

On January 2, 2015, the Company repaid $125.0amiltif its outstanding borrowings under the Ad3ased Credit Facility. Refer to Note 7 for furt
details.

From January 1, 2015 to March 2, 2015, the Comgaagted stock options to purchase an aggregatg ©6%52 shares of the Compasmgommon stock
an exercise price of $7.37 per share.
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19. Subsequent Events (unaudited)

The Company has performed an evaluation of subséguents through May 1, 2015, which is the dat @haudited interim consolidated finan
statements were issued. After the original issuasfcéhe unaudited interim consolidated financiatsments, the Company has performed an evaluafi
subsequent events through June 15, 2015.

From April 1, 2015 to May 21, 2015, the Companynged options to purchase an aggregate of 2,76 5i@&s of the Comparsy’common stock at
weighted average exercise price of $13.17 per shack212,153 RSUs.

On April 6, 2015, the Company amended its certiéiazf incorporation to increase the authorized cemistock of the Company to 245,400,000 shares.

On May 27, 2015, the Company filed its amended rastated certificate of incorporation to effect tieelassification of the Comparsyexisting commc
stock into Class B common stock and the designati@ainew Class A common stock.

On May 27, 2015, Aliphcom, Inc. d/b/a Jawbone (“Bane”)filed a lawsuit against the Company and certaiitsoémployees who were formerly emplo
by Jawbone alleging trade secret misappropriatiogach of contract, breach of implied covenantaddyfaith and fair dealing, and unfair and unlawdubkines
practices. The complaint seeks unspecified damagelsiding punitive damages and injunctive reliehe Company intends to vigorously defend this ditigr
matter and, based on its preliminary review, belgeit has valid defenses with respect to this maftee Company is unable to estimate a reasonaisgilple rang
of loss, if any, that may result from this matter.

On June 10, 2015, Jawbone and BodyMedia, Inc.,@lyvbwned subsidiary of Jawbone (“BodyMediafijed a lawsuit against the Company alleging
the Company infringes on three U.S. patents helthbyn. The complaint seeks unspecified compensakanyages and attornsyfees from the Company anc
permanently enjoin the Company from making, mantuféitg, using, selling, importing, or offering tfi@mpanys products for sale. The Company intenc
vigorously defend this litigation matter, and basedits preliminary review, believes it has valiefehses with respect to this matter. The Compamnable ti
estimate a reasonably possible range of lossyiftaat may result from this matter.

On June 13, 2015, the Company approved an optiguitthase 255,000 shares of the Compa@lass B common stock to be granted on the datiee
Company’s prospectus at an exercise price equhktmitial public offering price of the CompanyXass A common stock.
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 13. Other Expenses of Issuance and Distribution.

The following table sets forth the costs and experis be paid by the Registrant, other than estidnatiting discounts and commissions, in connectiith
the sale of the shares of Class A common stoclglreigistered hereby. All amounts are estimatesptxoe the SEC registration fee, the FINRA filingef, and th
New York Stock Exchange listing fe

SEC registration fe $63,82:
FINRA filing fee 82,88¢
New York Stock Exchange listing fi 250,00(
Printing and engravin 625,00(
Legal fees and expens 1,800,00¢
Accounting fees and expens 1,704,401
Blue sky fees and expens 30,00(
Transfer agent and registrar fees and expe 3,50(
Miscellaneous 340,39:

Total $4,900,00

ITEM 14. Indemnification of Directors and Officers.

Section 145 of the Delaware General Corporation bathorizes a court to award, or a corporasdmard of directors to grant, indemnity to direstanc
officers under certain circumstances and subjecettain limitations. The terms of Section 145w Delaware General Corporation Law are sufficiebtbad t
permit indemnification under certain circumstanf@diabilities, including reimbursement of expessecurred, arising under the Securities Act.

As permitted by the Delaware General Corporatiow Lihe Registran$ restated certificate of incorporation that widl im effect immediately prior to t
completion of this offering contains provisions ttiéiminate the personal liability of its directoier monetary damages for any breach of fiduciautied as
director, except liability for the following:

. any breach of the director’s duty of loyalty to fRegistrant or its stockholders;

. acts or omissions not in good faith or that invdlventional misconduct or a knowing violation af;

. under Section 174 of the Delaware General Corpmrdtaw (regarding unlawful dividends and stock pages); or
. any transaction from which the director derivedraproper personal benefit.

As permitted by the Delaware General Corporatiow,Lihe Registrans restated bylaws that will be in effect immediatetior to the completion of tr
offering provide that:

. the Registrant is required to indemnify its direstand officers to the fullest extent permittedthg Delaware General Corporation Law, subje
very limited exceptions

. the Registrant may indemnify its other employeea$ @yents as set forth in the Delaware General Catipa Law;
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. the Registrant is required to advance expenseB\casred, to its directors and officers in connectiwith a legal proceeding to the fullest ex
permitted by the Delaware General Corporation Lswbject to very limited exceptions; a

. the rights conferred in the restated bylaws aresmolusive.

The Registrant has entered into indemnificatioreagrents with each of its current directors and &tke officers to provide these directors and ekige
officers additional contractual assurances reggrdire scope of the indemnification set forth in Registrant restated certificate of incorporation and res
bylaws and to provide additional procedural praters. At present, there is no pending litigatiorpaoceeding involving a director, executive officer employe
of the Registrant regarding which indemnificatisrsought. Reference is also made to the undergmihmeement filed as Exhibit 1.1 to this Registratstatemer
which provides for the indemnification of executigfficers, directors, and controlling persons of fRegistrant against certain liabilities. The indéioation
provisions in the Registrant’s restategttificate of incorporation and restated bylawd #re indemnification agreements entered into drei@ntered into betwe
the Registrant and each of its directors and ekexofficers may be sufficiently broad to permitiemnification of the Registrastdirectors and executive offic
for liabilities arising under the Securities Act.

The Registrant has directors’ and officers’ liaiinsurance for securities matters.

ITEM 15. Recent Sales of Unregistered Securiti
Since January 1, 2012, the Registrant has issutdad the following securities (after giving effeéc stock splits):

1. Options to employees, directors, consultants, dhereservice providers to purchase an aggrega38,805,446 shares of Class B common stock
its Amended and Restated 2007 Stock Plan, or 2G0Y¥, Rith per share exercise prices ranging frond%$® to $15.58

2. An aggregate of 503,783 restricted stock unitsnipleyees and other service providers to be seitlstiares of Class B common stock under its
Plan.

3. An aggregate of 18,000 shares of Class B commark $toa service provider under its 2007 Plan, foaggregate purchase price of $41,-

4. 4,690,306 shares of common stock to its employaiesstors, consultants, and other service providemn exercise of options granted by it unde
2007 Plan, with purchase prices ranging from $R2004512.5667 per share, for an aggregate purgiraceeof $656,713

5. In April 2012, the Registrant issued a warrant tiochase 57,000 shares of its Series C convertilglieped stock at an exercise price of $0.334!
share to an accredited invest

6. In September 2012, the Registrant issued warrantsutchase 1,215,000 shares of its Series C cableepreferred stock at an exercise pric
$0.6667 per share to two accredited inves

7. Between June 2013 and August 2013, the Registssnied and sold to six accredited investors an ggtgeof 29,149,887 shares of Serie
convertible preferred stock, at a purchase priclo4751 per share, for aggregate consideratié@42f999,970. In connection with the closing of
offering, these shares of Series D convertiblegrefl stock will convert into 29,149,887 share€lafss B common stoc

8. In August 2014, the Registrant issued 347,568 shafri¢,s Series B convertible preferred stock te faccredited investors at a per share purchase
of $0.2158 pursuant to the exercise of warrantafgregate consideration of $75,0

9. In March 2015, the Registrant issued 1,417,801eshaf Class B common stock to 38 accredited investoconnection with an acquisitic
11-2
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Unless otherwise stated, the sales of the abov&ises were deemed to be exempt from registratioeher the Securities Act in reliance upon Sectig@)(2)
of the Securities Act (or Regulation D or Regulat® promulgated thereunder), or Rule 701 promutgateler Section 3(b) of the Securities Act as tatisns b
an issuer not involving any public offering or puast to benefit plans and contracts relating to memsation as provided under Rule 701. The recipiehthe
securities in each of these transactions repregehéir intentions to acquire the securities fareistment only and not with a view to or for saleannection wit
any distribution thereof, and appropriate legendsawlaced upon the stock certificates issueddsdhransactions.

ITEM 16. Exhibits and Financial Statement Schedule
(a) Exhibits.
Exhibit
Number Exhibit Title
1.1+ Form of Underwriting Agreemen
3.1+ Sixth Amended and Restated Certificate of Incorfansof the Registrant effective as of May 27, 2C
3.2+ Form of Restated Certificate of Incorporation of fRegistrant, to be effective immediately priotite completion of this offering
3.3+ Second Amended and Restated Bylaws of the Reglisasmmende(
3.4+ Form of Restated Bylaws of the Registrant, to lfectize immediately prior to completion of this efing.
4.1+ Form of Registrars Class A common stock certifica
4.2+ Third Amended and Restated InvestdR&jhts Agreement by and among the Registrant artdinestockholders of the Registrant, dated Ju
2013.
4.3+ Warrant to Purchase Stock by and between the Ragisind Silicon Valley Bank, dated June 10, 2@&lamendec
4.4+ Warrant to Purchase Stock by and between the Ragisind Silicon Valley Bank, dated April 6, 20:
4.5+ Warrant to Purchase Stock by and between the Ragisind Silicon Valley Bank, dated September 2822
4.6+ Warrant to Purchase Stock between the Registraht\&stRiver Mezzanine Loans, LLC, dated SeptemBg@12.
5.1 Opinion of Fenwick & West LLF
10.1+ Form of Indemnification Agreemer
10.2+ Amended and Restated 2007 Stock Plan, as amemtfhrans of award agreemen
10.3+ 2015 Equity Incentive Plan, to be effective upomptetion of this offering, and forms of award agnemts.
10.4+ 2015 Employee Stock Purchase Plan, to be effeafiem completion of this offering
10.5+ Offer Letter by and between the Registrant andisvillZerella, dated April 24, 201
10.6+ Office Lease by and between the Registrant ancHtgard, LLC, dated September 30, 20
10.7+% Flextronics Manufacturing Services Agreement by anmbng Fitbit International Limited, the Registraamd Flextronics Sales & Marketing (A-
P) Ltd., dated March 19, 201
10.8+ Amended and Restated Credit Agreement by and artien&egistrant, the Lenders party thereto, Sili¢atiey Bank, SunTrust Bank, Morg

Stanley Senior Funding, Inc., and SunTrust Robirtidomphrey, Inc., dated August 13, 20
11-3
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Exhibit
Number Exhibit Title

10.9+ Revolving Credit and Guaranty Agreement by and agnBegistrant, the Guarantors party thereto, thedeenparty thereto, Morgan Star

Bank N.A., and Morgan Stanley Senior Funding, Idated August 13, 201

10.10+ Form of Retention Agreemer

21.1+ List of Subsidiaries of the Registra

23.1 Consent of Fenwick & West LLP (included in Exhibitl).

23.2 Consent of PricewaterhouseCoopers LLP, indeperdgigtered public accounting firr

24.1+ Power of Attorney

+ Previously filed.
T Confidential treatment requested with respect wtiquus of this exhibit

(b) Financial Statement Schedules.

All financial statement schedules are omitted beeatlney are not applicable or the information isluided in the Registrast’ consolidated financi
statements or related notes.

ITEM 17. Undertakings.

The undersigned Registrant hereby undertakes teidedo the underwriters at the closing specifiadthe underwriting agreement certificates in ¢
denominations and registered in such names asreelqoy the underwriters to permit prompt delivesyetich purchaser.

Insofar as indemnification for liabilities arisingnder the Securities Act may be permitted to diesztofficers and controlling persons of the Regis
pursuant to provisions described in Item 14 abovetherwise, the Registrant has been advisedrititaé opinion of the Securities and Exchange Cossian suc
indemnification is against public policy as expezsin the Securities Act and is, therefore, unergfable. In the event that a claim for indemnificatagainst suc
liabilities (other than the payment by the Registraf expenses incurred or paid by a director,ceffior controlling person of the Registrant in suecessft
defense of any action, suit or proceeding) is &sddyy such director, officer or controlling persarconnection with the securities being registetad Registrai
will, unless in the opinion of its counsel the reathas been settled by controlling precedent, sutma court of appropriate jurisdiction the questivhether suc
indemnification by it is against public policy agpeessed in the Securities Act and will be govergthe final adjudication of such issue.

The undersigned Registrant hereby undertakes that:

(1) For purposes of determining any liability undiee Securities Act, the information omitted frohe tform of prospectus filed as part of this registr
statement in reliance upon Rule 430A and containedform of prospectus filed by the Registrantspiant to Rule 424(b)(1) or (4) or 497(h) under $eeuritie
Act shall be deemed to be part of this registrastanement as of the time it was declared effective

(2) For the purpose of determining any liabilityden the Securities Act, each post-effecveendment that contains a form of prospectus bealleemed
be a new registration statement relating to thersiges offered therein, and the offering of sueltirities at that time shall be deemed to be thilirbona fide
offering thereof.
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SIGNATURES

Pursuant to the requirements of the Securities #het,Registrant has duly caused this Amendment3No.the Registration Statement to be signed ¢
behalf by the undersigned, thereunto duly authdrizethe City of San Francisco, State of Califayron June 15, 2015.

FITBIT, INC.

By: /sl James Park
James Park
President, Chief Executive Officer, and Chairmar

Pursuant to the requirements of the Securities this, Amendment No. 3 to the Registration Statentexst been signed by the following persons ir
capacities and on the date indicated:

Name Title Date
/s/ James Park President, Chief Executive Officer, and Chairman June 15, 2015
James Park (Principal Executive Officer
/s/ William Zerella Chief Financial Officer June 15, 2015
William Zerella (Principal Financial and Accounting Office
* Chief Technology Officer and Director June 15, 2015
Eric N. Friedman
* Director June 15, 2015
Jonathan D. Callaghan
* Director June 15, 2015
Steven Murray
* Director June 15, 2015
Christopher Paisley
* By: /sl James Park
James Park
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EXHIBIT INDEX
Exhibit
Number Exhibit Title
1.1+ Form of Underwriting Agreemen
3.1+ Sixth Amended and Restated Certificate of Incorfansof the Registrant effective as of May 27, 2C
3.2+ Form of Restated Certificate of Incorporation of fRegistrant, to be effective immediately priotite completion of this offering
3.3+ Second Amended and Restated Bylaws of the Registrammendec
3.4+ Form of Restated Bylaws of the Registrant, to lfective immediately prior to completion of this efing.
4.1+ Form of Registrars Class A common stock certifica
4.2+ Third Amended and Restated InvestdRghts Agreement by and among the Registrant andinestockholders of the Registrant, dated Ju
2013.
4.3+ Warrant to Purchase Stock by and between the Ragisind Silicon Valley Bank, dated June 10, 2@lamendec
4.4+ Warrant to Purchase Stock by and between the Ragistind Silicon Valley Bank, dated April 6, 20.
4.5+ Warrant to Purchase Stock by and between the Ragisind Silicon Valley Bank, dated September 2822
4.6+ Warrant to Purchase Stock between the Registraht\&stRiver Mezzanine Loans, LLC, dated SeptemBg@12.
5.1 Opinion of Fenwick & West LLF
10.1+ Form of Indemnification Agreemer
10.2+ Amended and Restated 2007 Stock Plan, as amemitééhrans of award agreemen
10.3+ 2015 Equity Incentive Plan, to be effective upomptetion of this offering, and forms of award agneats.
10.4+ 2015 Employee Stock Purchase Plan, to be effeapem completion of this offering
10.5+ Offer Letter by and between the Registrant andisvillZerella, dated April 24, 201
10.6+ Office Lease by and between the Registrant ancHtgard, LLC, dated September 30, 20
10.7+% Flextronics Manufacturing Services Agreement by ambng Fitbit International Limited, the Registraatd Flextronics Sales & Marketing @-
Ltd., dated March 19, 201
10.8+ Amended and Restated Credit Agreement by and anten&egistrant, the Lenders party thereto, Siligafiey Bank, SunTrust Bank, Morg
Stanley Senior Funding, Inc., and SunTrust Robirtidomphrey, Inc., dated August 13, 20
10.9+ Revolving Credit and Guaranty Agreement by and agrRRegistrant, the Guarantors party thereto, thaleenparty thereto, Morgan Stanley B
N.A., and Morgan Stanley Senior Funding, Inc., daeigust 13, 201<
10.10+ Form of Retention Agreemer
21.1+ List of Subsidiaries of the Registra
23.1 Consent of Fenwick & West LLP (included in Exhibitl).
23.2 Consent of PricewaterhouseCoopers LLP, indeperdgigtered public accounting firr
24.1+ Power of Attorney

+ Previously filed.
T Confidential treatment requested with respect wiquus of this exhibit



Exhibit 5.1

FENWICK & WEST LLP

SILICON VALLEY 801 CALIFORNIA STREET MOUNTAIN VIEW, CA 94041
TEL: 650.988.8500 FAX: 650.938.5200 WWW.FENWICK.COM

June 15, 2015

Fitbit, Inc.
405 Howard Street
San Francisco, CA 94105

Ladies and Gentlemen:

At your request, we have examined the Registraiatement on Form S-1 (File Number 333-203941)(fRegistration Statemeriy initially filed by
Fitbit, Inc., a Delaware corporation (th€bmpany”), with the Securities and Exchange Commissioe (t€ommission”) on May 7, 2015, as subsequently
amended on May 21, 2015, June 2, 2015 and Jur2015, in connection with the registration under $feeurities Act of 1933, as amended (tt&eturities Act’),
of an aggregate of 34,327,500 shares (tB&otk”) of the Company’s Class A Common Stock (thélass A Common StocR, which number of shares includes
up to 11,940,000 shares of Class A Common Stoble tgold by certain selling stockholders (thg€elling Stockholders) of which (i) 11,768,717 of such Stock
are presently issued and outstanding {8eling Stockholder Share8) and (ii) up to 171,283 of such Stock are issealpon exercise of warrants to be exercised
by certain of the Selling Stockholders (thélling Stockholder Warrant Sharey.

In rendering this opinion, we have examined suctteraof fact as we have deemed necessary in todender the opinion set forth herein, which icied
examination of the following:
(1) The Company'’s Sixth Amended and Restated @=té of Incorporation, filed with and certified bye Delaware Secretary of State on May 27, 2015

(the “Restated Certificatg), and the Restated Certificate of Incorporatibattthe Company intends to file and that will bieetive upon the
consummation of the sale of the Stock (* Pos-Effective Restated Certifical”).

(2) The Company’s Second Amended and Restated Byksvamended and certified to us as of the dag@hley an officer of the Company as being
complete and in full force and effect as of theedatrof (the ‘Bylaws”) and the Restated Bylaws that the Company haptaddn connection with,
and that will be effective upon, the consummatibthe sale of the Stock (tt* Pos-Effective Bylaws”).

(3) The Registration Statement, together with the Bihided as a part thereof or incorporated thetsirreference
(4) The prospectus prepared in connection with the $egion Statement (tt* Prospectus”).

(5) Minutes of meetings and actions by written emf the Company’s Board of Directors (thBdard ") and stockholders (the Stockholders’) at
which, or pursuant to which, the Pre-Effective Ré=d Certificate, the Post-Effective Restated @Geate, the Bylaws and the Post-Effective Bylaws

were approvec
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(6)

@)

®)
©)
(10)

(11

The minutes of meetings and actions by written enhsf the Board and Stockholders pursuant to wtiielissuance of the Selling Stockholder St
(and the approval of the warrants under which tlérfg) Stockholder Warrant Shares are issuablegweproved, and the sale and issuance of the
Stock and related matters were adopted and appr

The stock records of the Company that the Campas provided to us (consisting of a list of ktaalders and a list of option, restricted stockt,uni
and warrant holders respecting the Company’s daguiich of any rights to purchase capital stock tes prepared by the Company verifying the
number of such issued and outstanding securi

A Certificate of Good Standing issued by ther8tary of State of the State of Delaware date@ i) 2015, stating that the Company is duly
incorporated and was in good standing under the &fvthe State of Delaware as of such date* Certificate of Good Standing).

The agreements under which the Selling Stodeérslacquired or will acquire the Shares of Clagsofmon Stock to be sold by them as described in
the Registration Statemel

The custody agreements, payment instructipmsers of attorney and contingent exercise nosigsed by the Selling Stockholders in connection
with the sale of Stock described in the RegistraStatement

An opinion certificate addressed to us anedlaff even date herewith executed by the Compantatong certain factual representations (the “
Opinion Certificate”).

In our examination of documents for purposes af tpinion, we have assumed, and express no opasitn, the authenticity and completeness of all
documents submitted to us as originals, the corifgrim originals and completeness of all documentsmitted to us as copies, the legal capacitylgfeakons or
entities executing the same, the lack of any utalsd termination, modification, waiver or amendirterany document reviewed by us and the due aiatktan,
execution and delivery of all such documents bysiiéng stockholders where due authorization, eien and delivery are prerequisites to the effectess

thereof.

The Company’s capital stock is uncertificated. \Weuane that the issued Stock will not be reissuetthéyCompany in uncertificated form until any
previously issued stock certificate representinchsasued Stock have been surrendered to the Conipaccordance with Section 158 of the Delawaradsal
Corporation Law and that the Company will prope#dgister the transfer of the Stock to the purclsasésuch Stock on the Company’s record of unéeatiéd

securities.

We render this opinion only with respect to, andress no opinion herein concerning the applicatioeffect of the laws of any jurisdiction other thahe
existing laws of the United States of America amel $tate of California and of the existing Delaw@eneral Corporation Law and reported judicial siecis
relating thereto
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With respect to our opinion expressed in paragfaphelow as to the valid existence and good standf the Company under the laws of the State of
Delaware, we have relied solely upon the CertiéigatGood Standing and representations made ty treebiCompany in the Opinion Certificate.

In connection with our opinion expressed in parpgré2) below, we have assumed that, at or prithéctime of the delivery of any shares of Stock, th
Registration Statement will have been declareccgife under the Securities Act that the registratidll apply to such shares of Stock and will nat/b been
modified or rescinded and that there will not hageurred any change in law affecting the validityree issu