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SONIM TECHNOLOGIES, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
MARCH 31, 2021 and DECEMBER 31, 2020 (UNAUDITED)
(IN THOUSANDS OF U.S. DOLLARS EXCEPT SHARE AND
PER SHARE AMOUNTS)
December
31,
2020

March 31, 2021

Assets
Cash and cash equivalents
Accounts receivable, net
Inventory
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Other assets
Total assets
Liabilities and stockholders’ equity
Current portion of long-term debt
Accounts payable
Accrued expenses
Deferred revenue
Total current liabilities
Income tax payable
Long-term debt, less current portion
Total liabilities
Commitments and contingencies (Note 10)
Stockholders' equity
Common stock, $0.001 par value per share; 100,000,000 shares
authorized: and 66,317,949 and 66,310,867 shares issued and
outstanding at March 31, 2021 and December 31, 2020, respectively.
Preferred stock, $0.001 par value per share, 5,000,000 shares authorized,
and no shares issued and outstanding at March 31, 2021 and December
31, 2020, respectively.
Additional paid-in capital
Accumulated deficit
Total stockholders’ equity
Total liabilities and stockholders’ equity

$

$
$

13,912
5,834
10,556
5,961
36,263
749
3,734
40,746

$ 22,141
4,605
11,344
7,481
45,571
843
3,898
$ 50,312

177
11,194
8,540
—
19,911
1,256
148
21,315

$

66

$

—
224,823
(205,458 )
19,431
40,746

The accompanying notes are an integral part of these condensed consolidated financial statements.
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177
8,856
11,436
5
20,474
1,243
185
21,902

66
—
224,522
(196,178 )
28,410
$ 50,312

SONIM TECHNOLOGIES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
THREE MONTHS ENDED MARCH 31, 2021 and 2020 (UNAUDITED)
(IN THOUSANDS OF U.S. DOLLARS EXCEPT SHARE AND PER SHARE AMOUNTS)
Three Months Ended
March 31,
2021

Net revenues
Cost of revenues
Gross profit
Operating expenses:
Research and development
Sales and marketing
General and administrative
Legal expenses
Restructuring costs
Total operating expenses
Loss from operations
Interest expense
Other expense, net
Loss before income taxes
Income tax expense
Net loss
Net loss per share, basic and diluted
Weighted–average shares used in computing net
loss per share, basic and diluted

$

$
$

2020

12,240
9,777
2,463
4,664
2,181
2,262
2,406
—
11,513
(9,050 )
—
(169 )
(9,219 )
(61 )
(9,280 )
(0.14 )

$

$
$

66,316,797

The accompanying notes are an integral part of these condensed consolidated financial statements.
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12,706
10,541
2,165
3,936
3,131
2,563
509
1,087
11,226
(9,061 )
(319 )
(401 )
(9,781 )
(183 )
(9,964 )
(0.48 )
20,613,849

SONIM TECHNOLOGIES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
THREE MONTHS ENDED MARCH 31, 2021 AND 2020 (UNAUDITED)
(IN THOUSANDS OF U.S. DOLLARS EXCEPT SHARE AMOUNTS)
Common stock
Shares

Balance at January 1, 2020
Issuance of common stock upon exercise of stock options
Employee and nonemployee stock-based compensation
Net loss
Balance at March 31, 2020
Balance at January 1, 2021
Issuance of common stock upon exercise of stock options
Employee and nonemployee stock-based compensation
Net loss
Balance at March 31, 2021

Additional paid-in
capital

Amount

20,437,235
240,125
—
—
20,677,360
66,310,867
7,082
—
—
66,317,949

$

20
1
—
—
21

$
$

$

66
—
—
—
66

$

191,751
209
223
—
192,183

$
$

$

Accumulated
deficit

$

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(166,246) $
—
—
(9,964 )
(176,210 ) $

$

224,522
5
296
—
224,823

Total
stockholders’
equity

$

$

(196,178)
—
—
(9,280)
(205,458)

25,525
210
223
(9,964 )
15,994
$

$

28,410
5
296
(9,280 )
19,431

SONIM TECHNOLOGIES, INC.
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
THREE MONTHS ENDED MARCH 31, 2021 and 2020 (UNAUDITED)
(IN THOUSANDS OF U.S. DOLLARS)
Three Months Ended
March 31,
2021

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash provided by (used in)
operating activities:
Depreciation and amortization
Stock-based compensation
Inventory write-downs
Non-cash interest expense
Accretion of debt discount
Loss on disposal of asset
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other current assets
Other assets
Accounts payable
Accrued expenses
Deferred revenue
Income tax payable
Net cash provided by (used in) operating activities
Cash flows from investing activities:
Purchase of property and equipment
Net cash used in investing activities
Cash flows from financing activities:
Repayment on long-term debt
Proceeds from exercise of stock options
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental disclosure of cash flow information:
Cash paid for interest
Cash paid for income taxes

$

2020

(9,280 ) $

(9,964 )

554
296

887
223
407
255
30

—
—

—
18
(3 )

—
53

(1,229 )
779
1,496
(278 )
2,338
(2,896 )
(5 )
13
(8,197 )

5,083
2,989
1,367
32
(1,746 )
1,354
15
90
1,075

—
—

$

(37 )
5
(32 )
(8,229 )
22,141
13,912 $

$

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(184 )
(184 )

37
31

$

(37 )
210
173
1,064
11,298
12,362
37

—

SONIM TECHNOLOGIES, INC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
(In thousands of U.S. dollars except share and per share amounts or as otherwise disclosed)
NOTE 1 —The Company and its significant accounting policies
Description of Business —Sonim Technologies, Inc. (“Sonim”, “we”, “our”, or the “Company”) was incorporated in the state of Delaware on August 5, 1999 and is
headquartered in Austin, Texas. The Company is a leading U.S. provider of ultra-rugged mobile phones and accessories designed specifically for task workers physically engaged
in their work environments, often in mission-critical roles. We currently sell our ruggedized mobility solutions to several of the largest wireless carriers in the United States—
including AT&T, T-Mobile and Verizon—as well as the three largest wireless carriers in Canada—Bell, Rogers and Telus Mobility. Our phones and accessories connect workers
with voice, data and workflow applications in two end markets: industrial enterprise and public sector. In 2020, we announced that we would be entering the ruggedized barcode
scanner business and we began shipping our first devices in March 2021. Our barcode scanner devices, as well as our ruggedized phones and accessories, are sold through
distributors in North America, South America and Europe.
The Company is closely monitoring the continuing impact of the COVID-19 global outbreak and its resulting impact on its manufacturing operations and supply chain, with its
top priority being the health and safety of our employees, customers, partners, and communities.
Demand for the Company’s solutions may be reduced as a result of the COVID-19 outbreak and resulting market uncertainty. It also remains possible that the Company’s results
could be negatively impacted by interruptions in the global supply chain due to the continued and unpredictable spread of this pandemic. The magnitude of any future impact of
the COVID-19 outbreak is unknown. The Company is working closely with its partners and suppliers to manage through this situation.
Restrictions on travel and the imposition of stay-at-home or work remote conditions have impacted our operations and those of our customers. The Company has effective
communications and collaboration tools in place to ensure business continuity during periods requiring remote operation. While we have not experienced major disruptions, our
ability to interact with customers has been impacted by the current environment. There is a risk that our inability to meet in-person with current or prospective customers, as well
as the cancellation or postponement of Company-sponsored events or third-party events at which our products are featured, may have a negative impact on our business.
Liquidity and Going Concern – The Company’s condensed consolidated financial statements account for the continuation of its business as a going concern. We are subject to
the risks and uncertainties associated with the development and release of new products. Our principal source of liquidity as of March 31, 2021, consists of existing cash and cash
equivalents totaling approximately $13,912. During the three months ended March 31, 2021, our net loss was $9,280 It is likely that we will continue to experience operating
losses into the future because we have not yet generated sufficient revenue levels to ensure profitability, and as a result substantial doubt exists as to our ability to continue as a
going concern for a period of twelve months from the date our unaudited condensed consolidated financials are filed with Securities and Exchange Commission (the “SEC”). We
are actively pursuing expanding our business and increasing our revenue opportunities while effectively managing business operations and exploring further cost saving
opportunities. We may not be successful in these efforts. The accompanying unaudited interim condensed consolidated financial statements have been prepared on a going
concern basis, which contemplates the realization of assets and satisfaction of liabilities in the normal course of business. The condensed consolidated financial statements do not
include any adjustments relating to the recoverability and classification of recorded asset amounts or the amounts and classification of liabilities that might result from the outcome
of this uncertainty.
The Company plans to explore raising additional capital from the sale of equity securities or the incurrence of indebtedness to allow it to invest in growth opportunities. There can
be no assurance that additional financing will be available to the Company on acceptable terms, or at all. Additionally, if the Company issues additional equity securities to raise
funds, whether to existing investors or others, the ownership percentage of its existing stockholders would be reduced. New investors may demand rights, preferences, or
privileges senior to those of existing holders of common stock. Further, the Company may be limited as to the amount of funds it can raise pursuant to SEC rules and the
continued listing requirements of the Nasdaq Stock Market LLC (“Nasdaq”).
The Company has also retained B. Riley as our investment bank to explore capital market financing ideas as well as strategic alternatives, including both buy and sell side
opportunities. The Company’s management team and board of directors expects to work closely with the bankers to chart a path forward. However, there can be no assurance
that the Company will be able improve its financial position and liquidity or raise additional capital. The Company’s strategic plans are not yet finalized and are subject to
numerous uncertainties including conditions in the credit and capital markets. In addition, global financial crises and economic downturns, including those caused by widespread
public health crises such as the COVID-19 pandemic, may cause extreme volatility and disruptions in capital and credit markets, and may impact the Company’s ability to raise
additional capital when needed on acceptable terms, if at all. If the Company cannot grow its revenue run-rate or raise needed funds, it might be forced to make
5

SONIM TECHNOLOGIES, INC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. dollars, except share and per share amounts or as otherwise disclosed)

additional reductions in its operating expenses, which could adversely affect its ability to implement its business plan and ultimately its viability as a Company.
Financial Statement Presentation—The accompanying unaudited interim condensed consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the U.S. (“U.S. GAAP”) and pursuant to the rules and regulations of the SEC for interim financial information. The unaudited interim condensed
consolidated financial statements, which reflect all adjustments (consisting of normal recurring items or items discussed herein) that management believes necessary to fairly state
results of interim operations, should be read in conjunction with the Notes to Consolidated Financial Statements (including the Significant Accounting Policies and Recent
Accounting Pronouncements) included in the Company’s audited consolidated financial statements for the year ended December 31, 2020. Results of operations for interim
periods are not necessarily indicative of annual results of operations. The unaudited condensed consolidated balance sheet at December 31, 2020, is extracted from the audited
annual consolidated financial statements and does not include all disclosures required by U.S. GAAP for annual financial statements.
Principles of Consolidation — The accompanying condensed consolidated financial statements include the accounts of Sonim Technologies. Inc. and its wholly owned foreign
subsidiaries, Sonim Technologies India Private Limited, Sonim Technologies (Shenzhen) Limited, Sonim Technologies (Hong Kong) Limited, and Sonim Communications India
Private Limited. All significant intercompany transactions and balances have been eliminated in consolidation.
Estimates —The preparation of condensed consolidated financial statements in accordance with U.S. GAAP requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities as of the date of the condensed consolidated financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates. These estimates include, but are not limited to, estimates related to revenue recognition; valuation assumptions
regarding the determination the useful lives of our long-lived assets; product warranties; loss contingencies; and the recognition and measurement of income tax assets and
liabilities, including uncertain tax positions. The Company bases its estimates on historical experience and on various other assumptions that the Company believes to be
reasonable under the circumstances. Notwithstanding the foregoing, the worldwide spread of the COVID-19 pandemic has resulted in a global slowdown of economic activity,
which is likely to decrease demand for a broad variety of goods and services, including from the Company’s customers, while also disrupting sales channels and marketing
activities for an unknown period of time until the disease is contained. These estimates may change, as new events occur and additional information is obtained, and are
recognized in the condensed consolidated financial statements as soon as they become known. Actual results could differ from those estimates and any such differences may be
material to the Company’s financial statements.
Significant accounting policies — Other than the adoption of new accounting standards in New Accounting Pronouncements described in the note below, there have been no
significant changes in the accounting policies from those disclosed in the audited consolidated financial statements for the year ended December 31, 2020.
The 2020 Offering (“PO”) —On June 9, 2020, the Company completed an underwritten public offering (“PO’) in which the Company sold 36,800,000 shares of its common
stock, at a price to the public of $0.75 per share. The offer and sale of the shares in the PO were registered under the Securities Act of 1933, as amended (the “Securities Act”)
pursuant to a registration statement on Form S-1 (File No. 333-238869), which was declared effective by the SEC on June 4, 2020. The Company raised approximately $25,086 in
net proceeds, after deducting underwriting discounts and commissions of $1,656 and offering expenses of approximately $719. Offering costs, which consist of direct incremental
legal, consulting, banking and accounting fees relating to the Company’s PO, are offset against proceeds from the PO within stockholders’ equity.
New accounting pronouncements:
Pronouncements adopted in 2020:
The Company is an “emerging growth company,” as defined in Section 2(a) of the Securities Act, as modified by the Jumpstart Our Business Startups Act of 2012 (the “JOBS
Act”), and it may take advantage of certain exemptions from various reporting requirements that are applicable to other public companies that are not emerging growth
companies. Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting standards until
private companies (that is, those that have not had a Securities Act registration statement declared effective or do not have a class of securities registered under the Exchange Act)
are required to comply with the new or revised financial accounting standards. The JOBS Act provides that an emerging growth company can elect to opt out of the extended
transition period and comply with the requirements that apply to non-emerging growth companies but any such election to opt out is irrevocable. The Company has elected not to
opt out of such extended transition period which means that when a standard is issued or revised and it has different application
6

SONIM TECHNOLOGIES, INC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. dollars, except share and per share amounts or as otherwise disclosed)

dates for public or private companies, the Company, as an emerging growth company, can adopt the new or revised standard at the time private companiesare required to adopt
the new or revised standard. This may make comparison of the Company’s consolidated financial statements with another public company that, is neither an emerging growth
company nor an emerging growth company that has opted out of using the extended transition period, difficult or impossible because of the potential differences in accounting
standards used.
The Company did not adopt any pronouncements in 2020.
Pronouncements adopted in 2021:
In December 2019, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2019-12,Income Taxes (Topic 740): Simplifying the
Accounting for Income Taxes (ASU 2019-12), which simplifies the accounting for income taxes. The amendments in this ASU simplify the accounting for income taxes by
removing certain exceptions to the general principles of ASC 740 in order to reduce cost and complexity of its application. The ASU removes the exception related to the
incremental approach for intra-period tax allocation as well as two exceptions related to account for outside basis differences of equity method investments and foreign
subsidiaries. This guidance is effective for fiscal years beginning after December 31, 2021 with early adoption permitted. The Company adopted ASU 2019-12 on January 1,
2021. The adoption of ASU 2019-12 did not have an impact on the Company’s condensed financial statements.
Pronouncements not yet adopted:
In February 2016, the FASB issued ASU 2016-02,Leases (Topic 842), as amended, which requires lessees to recognize a liability associated with obligations to make payments
under the terms of the arrangement in addition to a right-of-use asset representing the lessee’s right to use, or to control the use of the given asset assumed under the lease. The
standard will be effective for nonpublic business entities for annual reporting periods beginning after December 15, 2021. The Company is currently evaluating this new standard
and the impact it will have on its condensed consolidated financial statements, information technology systems, process, and internal controls.

NOTE 2 —Revenue recognition
The Company recognizes revenue primarily from the sale of products, including its mobile phones, barcode scanners and accessories, and the majority of the Company’s contracts
include only one performance obligation, namely the delivery of product. A performance obligation is a promise in a contract to transfer a distinct good or service to the customer
and is defined as the unit of account for revenue recognition under Accounting Standards Codification (ASC) 606, Revenue from Contracts with Customers. The Company also
recognizes revenue from other contracts that may include a combination of products and Non-recurring Engineering (NRE) services or from the provision of solely NRE services.
Where there is a combination of products and NRE services, the Company accounts for the promises as individual performance obligations if they are concluded as distinct.
Performance obligations are considered distinct if they are both capable of being distinct and distinct within the context of the contract. In determining whether performance
obligations meet the criteria for being distinct, the Company considers a number of factors, such as the degree of interrelation and interdependence between obligations, and
whether or not the good or service significantly modifies or transforms another good or service in the contract. During the three months ended March 31, 2021 and 2020, the
Company did not have any contracts in which the products and NRE services were concluded to be a single performance obligation. In certain cases, the Company may offer
tiered pricing based on volumes purchased for specific products. To date, all tiered pricing provisions have fallen into observable ranges of pricing to existing customers, thus, not
resulting in any material right which could be concluded as its own performance obligation. In addition, the Company does not offer material post-contract support services to its
customers.
Net revenue for an individual contract is recognized at the related transaction price, which is the amount the Company expects to be entitled to in exchange for transferring the
goods and/or services. The transaction price for product sales is calculated as the product selling price, net of variable consideration which may include estimates for marketing
development funds, sales incentives, and price protection and stock rotation rights. The Company generally does not offer a right of return to its customers. Typically, variable
consideration does not need to be constrained as estimates are based on specific contract terms. However, the Company continues to assess variable consideration estimates such
that it is probable that a significant reversal of revenue will not occur. The transaction price for a contract with multiple performance obligations is allocated to the separate
performance obligations on a relative standalone selling price basis. Standalone selling prices for products are determined based on the prices charged to customers, which are
directly observable. Standalone selling price of the professional services are mostly based on time and materials. We determine our estimates of variable consideration based on
historical collection experience with similar payor classes, aged accounts receivable by payor class, terms of payment agreements, correspondence from payors related to revenue
audits or reviews, our historical settlement activity of
7

SONIM TECHNOLOGIES, INC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. dollars, except share and per share amounts or as otherwise disclosed)

audited and reviewed claims and current economic conditions using the portfolio approach. Revenue is recognized only to the extent that it is probable that a significant reversal of
the cumulative amount recognized will not occur in future periods.
Revenue is then recognized for each distinct performance obligation as control is transferred to the customer. Revenue attributable to hardware is recognized at the time control of
the product transfers to the customer. Revenue attributable to professional services is recognized as the Company performs the professional services to the customer.
Disaggregation of revenue
The following table presents our net revenue disaggregated by product category:
Three Months Ended March 31,
2021

2020

(in thousands)

Smartphones
Feature Phones
Scanners
Accessories/Other
Total Revenue

4,369 $
6,559
1,055
257
12,240 $

$

$

6,218
5,901
—
587
12,706

Shipping and handling costs
The Company has elected to account for shipping and handling activities related to contracts with customers as costs to fulfill the promise to transfer the associated products.
Contract costs
Applying the practical expedient, the Company recognizes the incremental costs of obtaining contracts as an expense when incurred when the amortization period of the assets that
otherwise would have been recognized is one year or less. These costs are included in sales and marketing expenses.
The non-recurring costs associated with design and development of new products for technical approval, represent costs to fulfill a contract pursuant to ASC 340-40 Other Assets
and Deferred Costs. Accordingly, the Company capitalizes these non-recurring engineering costs and amortizes such costs over the estimated period of time over which they are
expected to be recovered, which is typically 4 years, the estimated life of a particular model phone.
As of December 31, 2020, the total costs to fulfill a contract which were deferred and capitalized upon adoption of ASC 606 totaled $2,889 and were recorded in Other Assets.
The total capitalized costs to fulfill a contract is primarily associated with Company’s introduction of the XP8 model phone. As of March 31, 2021, the total costs to fulfill a
contract included in other assets were $2,480.
Contract balances
The Company records accounts receivable when it has an unconditional right to consideration. As ofMarch 31, 2021, the Company did not have a contract receivable balance.
Contract liabilities are recorded when cash payments are received or due in advance of performance. Contract liabilities consist of advance payments and deferred revenue, where
the Company has unsatisfied performance obligations. Contract liabilities are presented as a component of deferred revenue on the consolidated balance sheets. As of January 1,
2021, and March 31, 2021, the contract liabilities were $5 and zero, respectively.
8
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. dollars, except share and per share amounts or as otherwise disclosed)

The following table is a rollforward of contract balances as of March 31, 2021:
Contractual
Liability

Balance at, January 1, 2021
Recognition of revenue
Addition to deferred revenue
Balance at, March 31, 2021

$

$

5
(5 )
—
—

NOTE 3 —Fair value measurement
The fair value measurements standard establishes a framework for measuring fair value. That framework provides a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (level 1
measurements) and the lowest priority to unobservable inputs (level 3 measurements). The three levels of the fair value hierarchy under the standard are described below:
Level 1—Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active markets that the Company has the ability to access.
Level 2—Inputs to the valuation methodology include:
•

Quoted market prices for similar assets or liabilities in activemarkets;

•

Quoted prices for identical or similar assets or liabilities in inactivemarkets;

•

Inputs other than quoted prices that are observable for the asset orliability;

•

Inputs that are derived principally from or corroborated by observable market databy correlation or other means.

If the asset or liability has a specified (contractual) term, the level 2 input must be observable for substantially the full term of the asset or liability.
Level 3—Inputs to the valuation methodology are unobservable and significant to the fair value measurement.
The assets or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques used need to maximize the use of observable inputs and minimize the use of unobservable inputs.
Following is a description of the valuation methodologies used for assets and liabilities measured at fair value. There have been no changes in the methodologies used at March
31, 2021 and 2020, and December 31, 2020.
Money market funds are classified within level 1 of the fair value hierarchy because they are valued using quoted market prices.
The methods described above may produce a fair value calculation that may not be indicative of net realizable value or reflective of future fair values. Furthermore, while the
Company believes its valuation methods are appropriate and consistent with other market participants, the use of different methodologies or assumptions to determine the fair
value of certain financial instruments could result in a different fair value measurement at the reporting date.
9
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. dollars, except share and per share amounts or as otherwise disclosed)

The following tables sets forth by level, within the fair value hierarchy, the Company’s assets and liabilities at fair value:
March 31, 2021
Level 1

Assets:
Money market funds *

$

Level 2

6,908

$

*

$

—

$

Total

—

$

December 31, 2020
Level 2
Level 3

Level 1

Assets:
Money market funds *

Level 3

17,905

$

6,908

Total

— $

—

$

17,905

Included in cash and cash equivalents on the condensed consolidated balance sheets.

NOTE 4 —Inventory
Inventory consisted of approximately the following:
March 31,
2021

Finished goods
Raw materials
Accessories

$

December 31,
2020

7,007 $
2,666
883
10,556 $

$

7,792
2,590
962
11,344

NOTE 5 —Warranty Liability
The table below sets forth the activity in the warranty liability, which is included in accrued expenses on the condensed consolidated balance sheets, for the three months ended
March 31, 2021 and 2020:
Balance, January 1, 2021
Additions
Cost of warranty claims
Balance, March 31, 2021

$

Balance, January 1, 2020
Additions
Cost of warranty claims
Balance, March 31, 2020

$

$

$

1,530
441
(439 )
1,532
1,154
178
(217 )
1,115

NOTE 6 —Borrowings
Senior Credit Agreement
In prior years, the Company maintained a loan and security agreement with East West Bank. No borrowings were made under this facility in 2020, and the facility was terminated
in June 2020.
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Long-Term Debt
Riley Loan— The Company had a Subordinated Term Loan and Security Agreement, as amended, (the “B. Riley Loan Agreement”) with B. Riley Principal Investments, LLC
(“BRPI”), an affiliate of B. Riley Financial, Inc., a shareholder of the Company. Under the amended B. Riley Loan Agreement, the Company could borrow principal up to $12,000
via a subordinated secured convertible promissory note, with an optional conversion feature.
The amended B. Riley Loan Agreement included repayment penalties if any repayment reduced the principal amount outstanding below $10,000. The prepayment penalty was 1%
for 2019 through maturity. The borrowings under the B. Riley Loan Agreement, as amended would have matured on September 1, 2022 and carried a stated interest rate of 10%
and provided that the first year of interest commencing on October 26, 2018 was compounded into the principal, with interest-only payments beginning thereafter.
On June 1, 2020, the Company entered into a Note Amendment and Debt Cancellation Agreement with BRPI (the “Note Amendment”), which provided that, contingent upon the
closing of the PO, the Company would repay $4 million of the outstanding indebtedness to BRPI in cash (the “B. Riley Repayment”) and the remaining principal amounts, accrued
interest and other amounts outstanding under the B. Riley Loan Agreement, after giving effect to the B. Riley Repayment, would be redeemed for shares of common stock to be
issued to BRPI or its affiliates at the public offering price of shares of our common stock in the PO.
Pursuant to the Note Amendment, as amended, the Company made the B. Riley Repayment on June 9, 2020 and the remaining principal amount, accrued interest and other
amounts outstanding under the B. Riley Loan Agreement, after giving effect to the B. Riley Repayment, in the amount of $6,170, was redeemed into 8,226,834 shares of the
Company’s common stock issued to BRPI and BRC Opportunity Fund L.P., an affiliate of BRPI, (the “Redemption Shares”). Following the B. Riley Repayment and the issuance
of the Redemption Shares, the Company has no outstanding indebtedness under the B. Riley Loan Agreement. Also on June 11, 2020, the Company entered into a registration
rights agreement with BRPI and BRC Partners Opportunity Fund, L.P. pursuant to which the Company agreed to file a registration statement covering the resale of the
Redemption Shares and to use its best efforts to cause such registration statement to become effective upon the time frames set forth in the registration rights agreement. A
registration statement on Form S-3 (File No. 333-239664) registering the Redemption Shares for resale by BRPI and BRC Partners Opportunity Fund, LP was declared effective
by the SEC on July 13, 2020.
As of March 31, 2021, and December 31, 2020, there were no outstanding principal and interest payments due under the B. Riley Loan Agreement, as amended.
Promissory Notes Payable—In 2014 and 2017, the Company entered into agreements with one of its suppliers, whereby certain of its trade payables for royalties and royalty upfront payments were converted to payment plans. In December 2018, the Company amended its accounts payable financing agreements, effective January 1, 2019, which provides
for the $736 outstanding balance to be paid in twenty equal quarterly installments. The amounts due under these agreements are paid in quarterly installments over periods from
two to four years, with interest ranging up to 8%. Remaining balances are $325 and $362, at March 31, 2021 and December 31, 2020, respectively.

NOTE 7 —Warrants
During the three months ended March 31, 2021 and 2020, there was no activity related to the Company’s outstanding warrants. The following table discloses warrants issued and
outstanding as of March 31, 2021 and December 31, 2020:

Exercise
price

Issuance date

Common
November 2012
November 2012
Total warrants

$
$

6.03
14.50

March 31, 2021
Number of
warrant
shares

7
22
29

11

Year of
expiration

2028
2028

Exercise
price

$
$

6.03
14.50

December 31, 2020
Number of
warrant
shares

7
22
29

Year of
expiration

2028
2028
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NOTE 8 —Stock-based Compensation
As of March 31, 2021, the Company had the 2012 Equity Incentive Plan (the “2012 Equity Plan”) and 2019 Equity Incentive Plan (the “2019 Equity Plan”) and the 2019
Employee Stock Purchase Plan in place.
As of March 31, 2021, the number of shares available to be issued under the 2019 Equity Plan was 6,259,229. As of March 31, 2021, the number of shares available to be issued
under the 2019 Employee Stock Purchase Plan was 780,438.
The 2019 Equity Plan provides for the grant of incentive and non-statutory stock options (“Options”), stock appreciation rights (“SAR”), restricted stock awards (“RSA”), and
restricted stock unit awards (“RSU”) to employees, nonemployee directors, and consultants of the Company. Option awards granted under the 2019 Equity Plan generally become
exercisable ratably over a two-year or four-year period following the date of grant and expire ten years from the date of grant. At the discretion of the Board of Directors, certain
awards may be exercisable immediately at the date of grant but are subject to a repurchase right, under which the Company may buy back any unvested shares at their original
exercise price in the event of an employee’s termination prior to full vesting. All other awards are exercisable only to the extent vested. At March 31, 2021 and December 31,
2020, there were no shares that had been early exercised that were subject to the Company’s repurchase right at that date. The exercise price or strike price for Options and SARs
granted under the 2019 Equity Plan must generally be at least equal to 100% of the fair value of the Company’s common stock at the date of grant, as determined by the Board of
Directors. The exercise price of incentive stock options granted under the 2019 Equity Plan to ten percent or greater stockholders must be at least equal to 110% of the fair value of
the Company’s common stock at the date of grant, as determined by the Board of Directors, and are not exercisable after five years from the date of grant.
The Company’s board of directors adopted, and its stockholders approved, the 2019 Employee Stock Purchase Plan and the 2019 Equity Plan in March 2019 and April 2019,
respectively, each of which became effective in connection with the IPO. There are 1,041,379 shares of common stock reserved for issuance under the 2019 Employee Stock
Purchase Plan as of March 31, 2021. Additionally, the number of shares of common stock reserved for issuance under the 2019 Employee Stock Purchase Plan automatically
increases on January 1 of each calendar year for 10 years, starting January 1, 2020, and ending on, and including, January 1, 2029, in an amount equal to the lesser of 1% of the
total number of shares of capital stock outstanding on December 31st of the prior calendar year, and (ii) 500,000 shares, unless the Board of Directors or the compensation
committee of the Board of Directors determines prior to such date that there will be a lesser increase, or no increase. The increase under the 2019 Employee Stock Purchase Plan
for 2021 was 500,000 shares.
As of March 31, 2021, 9,222,443 shares of common stock are reserved for future issuance under the 2019 Equity Plan, plus the number of shares subject to outstanding stock
options or other stock awards that were granted under the 2012 Equity Plan that are forfeited, terminated, expire or are otherwise not issued. Additionally, the number of shares of
common stock reserved for issuance under the 2019 Equity Plan automatically increases on January 1 of each calendar year for 10 years, starting January 1, 2020 and ending on
and including January 1, 2029, in an amount equal to 5% of the total number of shares of capital stock outstanding on December 31 of the prior calendar year, unless the Board of
Directors or compensation committee determines prior to the date of increase that there will be a lesser increase, or no increase. The increase under the 2019 Equity Plan for 2021
was 3,315,543 shares.
On November 15, 2020, 128,015 shares of common stock were issued under the 2019 Employee Stock Purchase Plan.
Stock-based compensation expense for the three months ended March 31, 2021 and 2020 is as follows:
March 31, 2021

Research and development
Sales and marketing
General and administrative
Cost of revenues

12

March 31, 2020

$

50
56
174
16

$

60
57
96
10

$

296

$

223
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Stock Options:
Stock option activity for the three months ended March 31, 2021 is as follows:

Weighted average
exercise price
per share

Options

Weighted average
remaining
contractual life
(in years)

Aggregate
Intrinsic
Value

Outstanding at January 1, 2021
Options granted
Options exercised
Options forfeited
Options expired
Outstanding at March 31, 2021

1,443,940
—
(7,082 )
(4,180 )
(17,792 )
1,414,886

$
$
$
$
$
$

3.64
—
0.75
9.70
2.62
3.65

7.82 $

24

7.66 $

37

Vested and expected to vest at March 31, 2021
Exercisable at March 31, 2021

1,414,886 $
710,832 $

3.65
4.18

7.66 $
6.68 $

37
37

As of March 31, 2021, there was approximately $2,983 of unamortized stock-based compensation cost related to unvested stock options, which is expected to be recognized over a
weighted average period of approximately three years.
Restricted Stock Units:
The following table summarized the outstanding RSUs as of March 31, 2021:
RSUs
Outstanding at January 1, 2021
Granted
Released
Forfeited
Outstanding at March 31, 2021

2,691,375
—
—
—
2,691,375

Exercisable March 31, 2021

—

As of March 31, 2021, unvested restricted stock units totaled 2,691,375 shares. There were no RSU’s issued for the three months ended March 31, 2021 and 2020.
NOTE 9 —Income Taxes
In determining quarterly provisions for income taxes, the Company uses the annual estimated effective tax rate applied to the actual year-to-date profit or loss, adjusted for
discrete items arising in that quarter. The Company’s annual estimated effective tax rate differs from the U.S. federal statutory rate primarily as a result of state taxes, foreign
taxes, and changes in the Company’s valuation allowance against its deferred tax assets. For the three months ended March 31, 2021 and 2020, the Company recorded provisions
for income taxes of $61, and $183, respectively.
On March 27, 2020, the President signed into law the CARES Act, an economic stimulus package in response to the COVID-19 global pandemic. The CARES Act contains
several corporate income tax provisions of which only the acceleration of timing of tax refunds for minimum tax credits apply to the Company. As a result of the CARES Act, the
Company reclassified $68 of minimum tax credits from a non-current asset to a current asset as of September 30, 2020.
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On December 22, 2017, the President signed into law the Tax Cuts and Jobs Act (the “Tax Act”), which significantly changes existing U.S. tax laws, including a reduction in the
corporate tax rate from 35% to 21%, a move from a worldwide tax system to a territorial system, as well as other changes. Beginning in 2018, the Company became subject to the
global intangible low-taxed income (GILTI) provisions of the Tax Act on the income of the Company’s foreign subsidiaries. The Company’s foreign subsidiaries were profitable
during the three months ended March 31, 2021 and forecast profits for all of 2021. The GILTI subjects the income of the foreign subsidiaries to U.S. taxation. The Company’s
accounting policy related to the GILTI is to treat GILTI related book/tax differences as period costs and to use the incremental cash tax savings approach in evaluating the
Company’s U.S. net operating loss valuation allowance assessment.
The Company's income tax returns are subject to examinations by the Internal Revenue Service and other tax authorities in various jurisdictions. In accordance with the guidance
on the accounting for uncertainty in income taxes, the Company regularly assesses the likelihood of adverse outcomes resulting from these examinations to determine the
adequacy of its provision for income taxes. These assessments can require considerable estimates and judgments. As of March 31, 2021, the gross amount of unrecognized tax
benefits was approximately $1.2 million. If the Company's estimate of income tax liabilities proves to be less than the ultimate assessment, then a further charge to expense would
be required. If events occur and the payment of these amounts ultimately proves to be unnecessary, the reversal of the liabilities would result in tax benefits being recognized in
the period when the Company determines the liabilities are no longer necessary. The Company does not expect to have any significant changes to its uncertain tax positions during
the next twelve months.
Sonim Technologies (Shenzhen) Limited was notified of a tax inquiry by the Shenzhen Tax Bureau Bao’an Branch of the State Administration of Taxation on June 18, 2020 for
both the 2017 and 2019 tax years. The Company has met with the Shenzhen Tax Bureau Bao’an Branch of the State Administration of Taxation and cooperated with the
audit. The Company previously recorded an uncertain tax position long-term tax lability plus interest for a potential claim by Shenzhen Bao’an Branch of the State
Administration of Taxation and, as such, will not record an adjustment to the uncertain tax position liability related to this inquiry as of September 30, 2020. The Company
resolved the tax inquiry in October 2020 and paid an additional $95. The Company reclassified $95 of a non-current tax liability to a current tax liability as of September 30, 2020.
The Company has concluded there is a remote possibility that any further reassessment will occur for the applicable years and as such there was an effective settlement for the
years 2013 to 2019 and was recognized a net tax benefit in the fourth quarter of 2020 of $1,981.
NOTE 10 —Commitments and Contingencies
Royalty payments—The Company is required to pay per unit royalties to wireless essential patent holders and other providers of integrated technologies on mobile devices
delivered, which, in aggregate, amount to less than 5% of net revenues associated with each unit and expire in 2021 and 2023. Royalty expense for the three months ended March
31, 2021 and 2020 was $362 and $351, respectively.
Securities litigation—On September 20, 2019, a purported Sonim stockholder who allegedly purchased stock registered in Sonim’s initial public offering (“IPO”) filed a putative
class action complaint in the Superior Court of the State of California, County of San Mateo, captioned Pearson v. Sonim Technologies, Inc., et al., Case No. 19CIV05564, on
behalf of himself and others who purchased shares of Sonim registered in the IPO (the “Pearson Action”). On October 4 and 16, 2019, two additional purported class action
complaints substantially similar to the Pearson Action were filed on behalf of different plaintiffs yet the same putative class of Sonim stockholders, in the same court as the Pearson
Action (the “’33 Act State Court Actions”). The defendants asked the Superior court to dismiss the “33 Act State Court Actions based on the provision in the Company’s Amended
and Restated Certificate of Incorporation requiring stockholders to file and litigate in federal court any claims under the Securities Act of 1933. On December 7, 2020, the
Superior Court entered an order granting defendants’ motion to dismiss. On October 7, 2019, a substantially similar putative class action lawsuit was filed in the United States
District Court for the Northern District of California (the “’33 Act Federal Action”). All four complaints allege violations of the Securities Act of 1933 by Sonim and certain of its
current and former officers and directors for, among other things, alleged false or misleading statements and omissions in the registration statement issued in connection with the
IPO, relating primarily to an alleged failure to disclose software defects in Sonim’s phones and alleged misstatements about performance characteristics of Sonim’s phones. In
July 2020, the Company entered into an agreement with the Lead Plaintiff in the ‘33 Act Federal Action to settle that case on a class wide basis for $2.0 million. As a result, the
Company has paid out the $2.0 million settlement as of December 31, 2020. On March 5, 2021, the court presiding over the ’33 Act Federal Action granted final approval of the
settlement.
Securities and Exchange Commission Formal Order of Private Investigation: In March 2020, the Company received a voluntary document request from the SEC San
Francisco Regional office, and in August 2020, the Company was informed that the SEC Staff was conducting a formal investigation. The SEC’s investigation is ongoing. The
Company has been cooperating with the SEC in the
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matter. The Company is unable to predict the likely outcome of the investigation or determine its potential impact, if any, on the Company.
Derivative litigation—On September 21, 2020, the Company, and certain of its current and former directors and officers were sued by a stockholder on behalf of our Company in
a derivative action in the United States District Court for the District of Delaware, captioned Kusiak v. Plaschke, et al., Case No 20-cv-1270-MN (“Kusiak”). The Kusiak
complaint is based largely on the same underlying factual allegations as the ’33 Act Federal Action. The defendants filed a motion to dismiss the Kusiak derivative action based
on plaintiff’s failure to make a litigation demand on Sonim’s directors. On February 1, 2021, plaintiff in Kusiak voluntarily dismissed the action without prejudice.
On February 1, 2021, the same plaintiffs’ lawyers in the Kusiak action filed a new derivative action in the United States District Court for the District of Delaware against the
Company and certain of its current and former directors and officers, captioned Gupta v. Plaschke, et al., Case No. 1:21-cv-130-MN (“Gupta”). The allegations in the Gupta
complaint are generally similar to those in the Kusiak action. The defendants filed a motion to dismiss the Gupta derivative action based on plaintiff’s failure to make a litigation
demand on Sonim’s directors. Given the early stages of this proceeding and the limited information available, we cannot predict the outcome of this legal proceeding or determine
its potential impact, if any, on the Company.
General litigation —The Company is involved in various other legal proceedings arising in the normal course of business. The Company does not believe that the ultimate
resolution of these other matters will have a material adverse effect on its condensed consolidated financial position, results of operations, or cash flows.
The results of any future litigation cannot be predicted with certainty and, regardless of the outcome, litigation can have an adverse impact on us because of defense and settlement
costs, diversion of management time and resources and other factors.
Indemnification—Under the terms of its agreements with wireless carriers and other partners, the Company has agreed to provide indemnification for intellectual property
infringement claims related to Company’s product sold by them to their end customers. From time to time, the Company receives notices from these wireless carriers and other
partners of a claim for infringement of intellectual property rights potentially related to their products. These infringement claims have been settled, dismissed, have not been
further pursued by the customers, or are pending for further action by the Company.
Contingent severance obligations—The Company has agreements in place with certain key employees (Executive Severance Arrangement) guaranteeing severance payments
under certain circumstances. Generally, in the event of termination by the Company without cause, termination due to death or disability, or resignation for good reason, the
Company is obligated to the pay the employees.
On December 11, 2019, the Board of Directors approved the Sonim Technologies Inc. Transaction Bonus Plan (the “Plan”) that is intended to incentivize Company employees
who are in a position to significantly impact the value received by the Company’s stockholders in a change of control transaction. Pursuant to the Plan, upon consummation of a
change of control transaction, 10% of the consideration payable to Company stockholders, after deducting transaction expenses, will be distributed to Plan participants, including
the Company’s named executive officers. The Plan has a three-year term and may be extended by the administrator of the Plan. Subject to the terms of the Plan, participants must
be continuously providing services to the Company through the date of the closing of a change in control transaction to be eligible to receive a bonus thereunder, and payment is
contingent upon delivery and non-revocation of a general release of claims. In connection with the adoption of the Plan, the Board of Directors allocated a 50% interest in the Plan
to Tom Wilkinson, the Company’s Chief Executive Officer, and a 10% interest in the Plan to Robert Tirva, the Company’s Chief Financial Officer, and 40% to 9 other key
employees and consultants.
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NOTE 11 —Net Loss Per Share Attributable to Common Stockholders
The following table sets forth the computation of the Company’s basic and diluted net loss per share attributable to common stockholders for the three months ended:
Three Months Ended
March 31,
2021

Numerator:
Net loss
Denominator:
Weighted-average shares
used in computing net loss
per share, basic and diluted
Net loss per share, basic and diluted

2020

$

(9,280 )

$

(9,964 )

$

66,316,797
(0.14 )

$

20,613,849
(0.48 )

The dilutive common shares that were excluded from the calculation of diluted net loss per share because their effect would have been antidilutive for the three months ended, are
presented are as follows:
Three Months Ended
March 31,
2021

Shares subject to options to
purchase common stock
Unvested restricted stock
units
Shares subject to warrants to
purchase common stock
Shares subject to term debt
optional conversion into
common stock
Total

2020

1,414,886

2,127,840

2,691,375

226,500

29

956

—
4,106,290

780,058
3,135,354

NOTE 12 —Entity Level Information
Segment Information—The Company operates in one reporting segment. Operating segments are defined as components of an enterprise about which separate financial
information is evaluated regularly by the chief operating decision maker, who is the chief executive officer, in deciding how to allocate resources and assessing performance. The
Company’s chief operating decision maker allocates resources and assesses performance based upon discrete financial information at the consolidated level.
The following table summarizes the revenue by region based on ship-to destinations for the three months ended:
Three Months Ended
March 31,
2021

United States of America
Canada and Latin America
Europe and Middle East
Asia Pacific
Total revenues

$

2020

8,627
3,343
261
9
12,240

$

16

$

$

8,218
4,079
348
61
12,706
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Long-lived assets located in the United States and Asia Pacific region were $2,572 and $710 and $3,040 and $782 as of March 31, 2021 and December 31, 2020, respectively.
The composition of revenues for the three months ended:
Three Months Ended
March 31,
2021

Product Sales
Services
Total revenues

$

2020

12,238
2
12,240

$

$

12,695
11
12,706

$

Concentrations of Credit Risk—The Company’s product revenues are concentrated in the technology industry, which is highly competitive and rapidly changing. Significant
technological changes in the industry or customer requirements, or the emergence of competitive products with new capabilities or technologies, could adversely affect the
Company’s consolidated operating results. Financial instruments that potentially subject the Company to credit risk consist primarily of cash and cash equivalents and accounts
receivable. Cash and cash equivalents are deposited with high-quality, federally insured commercial banks in the United States and cash balances are in excess of federal insurance
limits at, March 31, 2021 and December 31, 2020. The Company generally does not require collateral or other security in support of accounts receivable. To reduce credit risk,
management performs ongoing credit evaluations of its customers’ financial condition. The Company analyzes the need for reserves for potential credit losses and records
allowances for doubtful accounts when necessary. The Company had allowances for such losses totaling approximately $65 at each of March 31, 2021 and December 31, 2020,
respectively.
Receivables from three customers approximated 22%, 15% and 10% of total accounts receivable at March 31, 2021 and receivables from one customer approximated 23% of total
accounts receivable at, December 31, 2020.
Revenue from customers with concentration greater than 10% in the months ended March 31, 2021 and 2020 accounted for approximately the following percentage of total
revenues:
Months Ended
March 31,
2021

Customer A
Customer B
Customer C
Customer D
Customer E
Total
*

34
13
*
11
22
80

2020

%
%
%
%
%

25
17
17
12
15
86

%
%
%
%
%
%

Customer revenue did not exceed 10% in the respective period.

NOTE 13 —Restructuring Costs
At the beginning of 2021, we outsourced substantially all of our software development to a third-party and transferred 105 employees to support the work to be performed. In
connection with outsourcing our software development, the Company entered into an agreement of future business volume over the next three years in the amount of $7.1 million,
of which the Company has committed to that a minimum value of $3.1 million shall be assured in the first year of business. The Company has paid $1.0 million during the first
three -months ended March 31, 2021.
Additionally, in the beginning of 2021, we outsourced our manufacturing work to a supply chain partner and expect to ultimately transfer or eliminate 22 employees as part of this
solution.
During 2020, the Company continued to reduce headcount to better align our expenses with our revenue profile. The Company executed a reduction in force of approximately
10% of its U.S. employees in February 2020 and has also reduced headcount in certain international locations in India and Shenzhen. The Company has also relocated its
headquarters from San Mateo, California to Austin, Texas, a lower cost location.
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The table below sets forth the activity in theCompany’s restructuring costs, which is included in accrued expenses on the condensed consolidated balance sheet, as of March 31,
2020:
Balance, January 1, 2020
Additions: expensed costs
Expenses paid out
Balance, March 31, 2020

$

$

511
1,204
(321 )
1,394

Total restructuring costs of approximately $1.2 million were broken out between operating expenses of $1.1 million and cost of revenues of $0.1 million for the three months
ended March 31, 2020.
The Company paid insignificant bonuses and cash settlement of options for the India employees for the three months ended March 31, 2021.
NOTE 14—Covid-19 Uncertainty
The Company is closely monitoring the continuing impact of the COVID-19 global outbreak and its resulting impact on our manufacturing operations and supply chain, with its
top priority being the health and safety of its employees, customers, partners, and communities.
The Company believes its sales partners have sufficient inventory to continue meeting customer needs in the near term. However, demand for our solutions may be reduced as a
result of the COVID-19 outbreak and resulting market uncertainty. It also remains possible that our results could be negatively impacted by interruptions in the global supply
chain due to the continued and unpredictable spread of this pandemic. The magnitude of any future impact of the COVID-19 outbreak is unknown. The Company is working
closely with our partners and suppliers to manage through this situation.
Restrictions on travel and the imposition of stay-at-home or work remote conditions have impacted our operations and those of our customers. The Company has effective
communications and collaboration tools in place to ensure business continuity during periods requiring remote operation. While we have not experienced major disruptions, our
ability to interact with customers has been impacted by the current environment. There is a risk that our inability to meet in-person with current or prospective customers, as well
as the cancellation or postponement of Company-sponsored events or third-party events at which our products are featured, may have a negative impact on our business.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Forward-Looking Statements
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the unaudited Condensed Consolidated Financial
Statements and related notes and other financial information included elsewhere in this Quarterly Report on Form 10-Q and our Annual Report on Form 10-K for the year ended
December 31, 2020. Certain statements in this report may constitute forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Those
forward-looking statements include all statements that are not historical statements of fact and those regarding our intent, belief or expectations, including, but not limited to,
statements regarding our business strategies, growth prospects, operating and financial performance, plans, estimates and projections. These statements are based on
management’s current expectations and beliefs and on information currently available to us. In some cases, you can identify forward-looking statements by the following words:
"may," "will," "could," "would," "should," "expect," "intend," "plan," "anticipate," "believe," "estimate," "predict," "project," "potential," "continue," "ongoing" or the negative of
these terms or other comparable terminology, although not all forward-looking statements contain these words. These statements involve risks, uncertainties and other factors that
may cause actual results, levels of activity, performance or achievements to be materially different from the information expressed or implied by these forward-looking statements,
including but not limited to:
•

We have not been profitable in recent years and may not achieve or maintain profitability in the future;

•

We rely on our channel partners to generate a substantial majority of our revenues;

•

A small number of customers account for a significant portion of our revenue;

•

We are materially dependent on some customer relationships that are characterized by product award letters and the loss of such relationships could harm our
business and operating results;

•

Our business is difficult to evaluate because we have a limited operating history in our markets;

•

We continue to restructure and transform our business;

•

Our quarterly results may vary significantly from period to period;

•

We rely primarily on third-party contract manufacturers and partners;

•

If our products contain defects or errors, we could incur significant unexpected expenses, experience product returns and lost sales, experience product recalls, suffer
damage to our brand and reputation, and be subject to product liability or other claims;

•

We are required to undergo a lengthy customization and certification process for each wireless carrier customer;

•

We may not be able to continue to develop solutions to address user needs effectively in an industry characterized by ongoing change and rapid technological
advances;

•

Our dependence on third-party suppliers for key components of our products could delay shipment of our products and reduce our sales;

•

We are dependent on the continued services and performance of a concentrated group of senior management and other key personnel;

•

We face risks related to health epidemics, pandemics and other outbreaks, including the COVID-19 pandemic;

•

Changes in laws and regulations concerning the use of telecommunication bandwidth could increase our costs and adversely impact our business;
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•

If we are unable to successfully protect our intellectual property, our competitive position may be harmed;

•

Others may claim that we infringe on their intellectual property rights, which may result in costly and time-consuming litigation and could delay or otherwise impair
the development and commercialization of our products;

•

We have identified one material weakness in our internal control over financial reporting which, if not remediated, could result in material misstatements in our
financial statements; and

•

We have failed, and may continue to fail, to meet the listing standards of Nasdaq, and as a result our common stock may become delisted.

The above is not a complete list of factors or events that could cause actual results to differ from our expectations, and we cannot predict all of them. Although we believe that we
have a reasonable basis for each forward-looking statement contained in this report, we caution you that these statements are based on a combination of facts and factors
currently known by us and our projections of the future, about which we cannot be certain. You should review the “Risk Factors” contained in Part I, Item 1A. of our Annual
Report on Form 10-K and Part II, Item 1A of this Quarterly Report on Form 10-Q for a discussion of factors that could cause actual results to differ materially from the results
described in or implied by the forward-looking statements contained in the following discussion and analysis and elsewhere in this Quarterly Report on Form 10-Q. As a result of
these factors, we cannot assure you that the forward-looking statements in this report will prove to be accurate. Furthermore, if the forward-looking statements prove to be
inaccurate, the inaccuracy may be material. In light of the significant uncertainties in these forward-looking statements, you should not regard these statements as a
representation or warranty by us or any other person that we will achieve our objectives and plans in any specified time frame, or at all. We undertake no obligation to publicly
update any forward-looking statements, whether as a result of new information, future events or otherwise, except as required by law.
Company Overview
We are a leading U.S. provider of ultra-rugged mobile phones and accessories designed specifically for task workers physically engaged in their work environments, often in
mission-critical roles. We currently sell our ruggedized mobile phones and accessories to three of the four largest wireless carriers in the United States—AT&T, T-Mobile and
Verizon—as well as the three largest wireless carriers in Canada—Bell, Rogers and Telus Mobility. Our phones and accessories connect workers with voice, data, and workflow
applications in two end-markets: industrial enterprise and public sector. In 2020, we announced that we would be entering the ruggedized barcode scanner business and we began
shipping our first devices in March 2021. Our barcode scanner devices, as well as our ruggedized phones and accessories, are sold through distributors in North America, South
America and Europe.

Critical Accounting Policies and Estimates
Our discussion and analysis of financial condition and results of operations is based upon our condensed consolidated financial statements, which have been prepared in
conformity with accounting principles generally accepted in the United States of America. Certain accounting policies and estimates are particularly important to the
understanding of our financial position and results of operations and require the application of significant judgment by our management or can be materially affected by changes
from period to period in economic factors or conditions that are outside of our control. As a result, they are subject to an inherent degree of uncertainty. In applying these policies,
our management uses their judgment to determine the appropriate assumptions to be used in the determination of certain estimates. Those estimates are based on our historical
operations, our future business plans and projected financial results, the terms of existing contracts, our observance of trends in the industry, information provided by our
customers and information available from other outside sources, as appropriate. While the nature of the COVID 19 situation is dynamic, we have considered its impact when
developing our estimates and assumptions. Actual results and outcomes may differ from management's estimates and assumptions.
A description of our critical accounting policies that represent the more significant judgments and estimates used in the preparation of our financial statements was provided in the
Management’s Discussion and Analysis of Financial Condition and Results of Operations section of our Annual Report on Form 10-K for the year ended December 31, 2020.
There have been no changes to our critical accounting policies and estimates described in the Annual Report on Form 10-K for the year ended December 31, 2020 that have had a
material impact on our condensed consolidated financial statements and related notes.
Restructuring
At the beginning of 2021, we outsourced substantially all of our software development to a third-party and transferred 105 employees to support the work to be performed. In
connection with outsourcing our software development, the Company entered into an agreement of future business volume over the next three years in the amount of $7.1 million,
of which the Company has committed to that a minimum value of $3.1 million shall be assured in the first year of business. The Company has paid $1.0 million during the first
the first three months ended March 31, 2021.
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Additionally, in the beginning of 2021, we outsourced our manufacturing work to a supply chain partner and expect to ultimately transfer or eliminate 22employees as part of this
solution. Our worldwide employee count at March 31, 2021, was 102.

Factors Affecting Our Results of Operations
We believe that the growth and future success of our business depend on many factors. While these factors present significant opportunities for our business, they also pose
important challenges that we must successfully address in order to improve our results of operations.
Research and Development
We believe that our performance is significantly dependent on the investments we make in research and development and that we must continue to develop and introduce
innovative and high quality, new products on a two to three-year cycle. While the hardware design of our devices is generally the same for all wireless carriers, each device must
be configured to conform to the requirements of each wireless carrier’s network, resulting in higher development expenses as the number of wireless carriers we sell through
increases. In addition to the design and configuration costs, each device must undergo a multi-month technical approval process at each carrier before it can be certified to be
stocked at each carrier. The approval process for each device for each carrier has historically cost between $1-2 million. Prior to commencement of development of a product for
certification, we generally do not receive any purchase orders or commitments. Following a carrier’s review of product concepts, we may receive a product award letter from that
carrier to move forward with the development and certification process, at which time we may begin receiving advance purchase orders or commitments. Since the timing of when
we seek technical approval with our wireless carriers tends to be cyclical in nature, quarter-over-quarter expenditures may vary significantly depending on the number of approvals
in process during the quarter. If we fail to innovate and enhance our product offerings, our brand, market position and revenues may be adversely affected. If our research and
development efforts are not successful, we will not recover these investments that we make.
New Customer Acquisitions
We are focused on continuing to acquire new customers, both in North America and overseas, to support our long-term growth. Historically, we have been dependent on a small
number of wireless carriers distributing our products. We have invested, and expect to continue to invest, in our sales and marketing efforts to drive new customer acquisition. In
particular, a key part of our strategy is to further expand the use of our solutions over dedicated LTE networks in the public safety market. We also plan to continue to invest in
international expansion. As a result, we expect our sales and marketing costs to increase as we seek to acquire new customers. Sales and marketing investments will often occur in
advance of any sales benefits from these activities, and it may be difficult for us to determine if we are efficiently allocating our sales and marketing resources.
New Product Introduction and Seasonality
We have historically experienced lower net revenue in the quarters leading up to new product introductions, as the revenue decline of legacy products does not perfectly match the
revenue ramp of new products. New product introductions can significantly impact net revenue, gross profit and operating expenses. The timing of product introductions can also
impact our net revenue as our wireless carrier customers prepare for a new product launch, and channel inventory of an older product often declines as the launch of a newer
product approaches. Net revenue can also be affected when consumers and distributors anticipate a new product introduction. However, neither historical seasonal patterns nor
historical patterns of product or service introductions should be considered reliable indicators of our future pattern of product or service introductions, future net sales or financial
performance.
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Recent Developments
Rugged Handheld Devices
Beginning in the three months ended March 31, 2021, we entered the rugged handheld and tablet market with our new SmartScanner products. The Sonim RS80,an Android-based
tablet that is certified as Android Enterprise Recommended by Google, became available in February and all available inventory had been shipped by the end of the first quarter.
Additionally, we expect the Sonim RS60, an Android-based handheld computer and LTE device that is certified as Android Enterprise Recommended by Google, to become
available for shipment at the end of May.
Next Generation Ruggedized Mobile Phones
During the three months ended March 31, 2021, we prioritized spending on research and development of our new products, including ournext generation feature phones, which
we anticipate launching in the third quarter of 2021. These devices will utilize new processors for increased performance and provide expanded network support for additional and
new carriers in the United States as well as in Europe. They will also include new features and support usability requirements based on feedback from our current customers. In the
three months ended March 31, 2021, we saw strong demand for these products, including an aggregate of $10.0 million in purchase ordersfor our next generation rugged feature
phones from a new major U.S. carrier partner. Although we currently anticipate filling these purchase orders, such purchase orders are not binding and could be terminated at any
time.
Nasdaq Minimum Bid Price Delinquency
On April 28, 2021, we received a deficiency letter from the Listing Qualifications Department (the “Staff”) of The Nasdaq Stock Market, LLC (“Nasdaq”) notifying us that, for
the last 30 consecutive business days, the bid price for our common stock had closed below $1.00 per share, which is the minimum closing price required to maintain continued
listing on the Nasdaq Stock Market under Nasdaq Listing Rule 5450(a)(1) (the “Minimum Bid Requirement”).
We intend to actively monitor the closing bid price of our common stock and are evaluating available options to regain compliance with the Minimum Bid Requirement, including
by effecting a reverse stock split. There can be no assurance that we will be able to regain compliance with the Minimum Bid Requirement or that we will otherwise remain in
compliance with the other listing standards for the Nasdaq Stock Market. See the risk factor entitled, “We have failed, and may continue to fail, to meet the listing standards of
Nasdaq, and as a result our common stock may become delisted, which could have a material adverse effect on the liquidity of our common stock.” in this Quarterly Report on
Form 10-Q for more information.
Results of Operations
The following tables present key components of our results of operations for the three months ended March 31, 2021, compared to results for the same period in 2020:

(in thousands)

2021

Net revenues
Cost of revenues
Gross profit
Operating expenses
Loss from operations
Interest and other expense, net
Loss before income taxes
Income tax expense
Net loss

$

$

Three Months Ended March 31,
Increase
2020
(Decrease)

12,240 $
9,777
2,463
11,513
(9,050 )
(169 )
(9,219 )
(61 )
(9,280 ) $

12,706 $
10,541
2,165
11,226
(9,061 )
(720 )
(9,781 )
(183 )
(9,964 ) $

(466 )
(764 )
298
287
11
551
562
122
684

%

(4 %)
(7 %)
14 %
3%
0%
(77 %)
(6 %)
(67 %)
(7 %)

Net Revenues
For the three months ended March 31, 2021, net revenues were $12.2 million, as compared to net revenues of $12.7 million for the three months ended March 31, 2020, a decrease
of $0.5 million, or 4%. Approximately 98% of net revenues for the first quarter of 2021 was attributable to North America, Canada, and Latin America compared to approximately
97% in the same period in 2020. Our
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top five customers accounted for 84% of net revenues in the first quarter, compared to approximately 86% for the same period in 2020. The decline in revenue for the three months
ended March 31, 2021, was primarily driven by a drop in number of units sales of handsets by 7,646 partially due to the aging of the existing product set, offset by the unit sales in
scanners of 1,445.
Our customer agreements with channel partners set forth the terms pursuant to which our channel partners purchase our products for distribution on a purchase order basis. While
these arrangements are typically long term, they generally do not contain any firm purchase volume commitments. As a result, our channel partners are not currently contractually
obligated to purchase from us any minimum number of products. The lack of firm purchase volume commitments makes it difficult for us to forecast customer demand. While our
channel partners provide us with demand forecasts under these sales arrangements, we are generally required to satisfy any and all purchase orders delivered to us within specified
delivery windows, with limited exceptions (such as orders significantly in excess of forecasts). Our sales arrangements also generally include technical performance standards for
our mobile phones and accessories sold, which vary by channel partner. If a technical issue with any of our covered products exceeds certain preset failure thresholds for the
relevant performance standard or standards, the channel partner typically has the right to cease selling the product, cancel open purchase orders and levy certain monetary
penalties. In addition, our channel partners retain sole discretion in which of their stocked products to offer their customers.
Gross Profit
Gross profit for the three months ended March 31, 2021, was $2.5 million, as compared to $2.2 million for the for the three months ended March 31, 2020, an increase of $0.3
million or 14%. The increase in gross profit and gross margin included the addition of higher gross margin scanner sales this quarter, and recovery from the inefficiencies in the
first quarter of 2020 caused by factory and supply chain shut-down due to the global pandemic. Offsetting this benefit, to a certain extent, was that unit costs were negatively
impacted by rising component prices for our legacy products as they approach end of life.
Operating Expenses and Net Operating Loss
Net loss for the three months ended March 31, 2021 compared to the three months ended March 31, 2020 decreased by $0.7 million, driven primarily by a decrease in interest and
other income and expenses of $0.6 million, partially offset by the decrease in taxes of $0.1 million.
Operating expenses are summarized as follows:
2021
(in thousands)

Research and development expense
Sales and marketing expense
General and administrative expense
Legal expense
Restructuring costs
Total Operating Expenses

$

$

4,664
2,181
2,262
2,406
—
11,513

Three Months Ended March 31,
2020
Change
(in thousands, except %)

$

$

3,936 $
3,131
2,563
509
1,087
11,226 $

728
(950 )
(301 )
1,897
(1,087 )
287

% Change

18 %
(30 % )
(12 % )
373 %
(100 % )
3%

Research and Development.
Research and development expenses for the three months ended March 31, 2021 were $4.7 million, as compared to $4.0 million for the three months ended March 31, 2020, an
increase of $0.7 million, or 18%. These expenses increased primarily due to a $1.8 million increase in product development costs related to the XP3 Plus and RS80 Scanners, and a
$0.2 million increase in consultant fees partially offset by a decrease in employee headcount related expenses of $1.2 million.
Sales and Marketing.
Sales and marketing expenses for the three months ended March 31, 2021, were $2.2 million, as compared to $3.1 million for the three months ended March 31, 2020, a decrease
of $1.0 million, or 30%. These expenses decreased primarily due to $0.8 million decrease in employee headcount related costs, and a decrease in travel related expenses of $0.2
million.
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General and Administrative.
General and administrative expenses for the three months ended March 31, 2021, were $2.3 million, as compared to $2.6 million for the three months ended March 31, 2020, a
decrease of $0.3 million, or 12%. This decrease was primarily due to a decrease of $0.1 million in in other office related expenses, $0.1 million in consultant expenses, and $0.1
million in employee headcount related expenses.
Legal expenses.
Legal expenses for the three months ended March 31, 2021 were $2.4 million, as compared to $0.5 million for the three months ended March 31, 2020, an increase of $1.9 million,
or 373%. These increase in expenses were primarily the result of the continuing SEC investigation.
Restructuring Costs.
In September 2019, our Board of Directors approved, and our management commenced and completed, a restructuring plan to reduce operating costs and better align our
workforce with the needs of our business. During the three months ended March 31, 2021, we did not record any costs related to restructuring. During the three months ended
March 31, 2020, $1.1 million was recorded in restructuring costs. Our total worldwide employee count as of March 31, 2021 was 102.
Interest and Other Expense, net
We recorded $0.2 million in foreign exchange loss for the three months ended March 31, 2021, compared to $0.4 million in foreign exchange loss and $0.3 million in net interest
expense for the three months ended March 31, 2020. The decrease in interest expense is a result of the payoff of the outstanding indebtedness to BRPI in June 2020.

Income Tax Expense
We recognized income tax expense of $0.1 million for the three months ended March 31, 2021 as compared to income tax expense of $0.2 million for the three months ended
March 31, 2020.
Liquidity and Capital Resources (dollars in thousands other than per share amounts)
Historically, we have funded operations from a combination of public and private equity financings, convertible loans from existing investors and borrowings under loan
agreements. As of March 31, 2021, we did not have any convertible loans or any other borrowing structures in place.
Currently, our principal source of liquidity consists of cash and cash equivalents totaling $13.9 million, which includes the impact of approximately $25.0 million in net proceeds
from our June 2020 public offering. During the three months ended March 31, 2021, our net loss was $9.3 million, and it is likely that we will continue to experience operating
losses into the future because we have not yet generated sufficient revenue levels needed to ensure profitability. Our cash balance during the quarter ended March 31, 2021
decreased by $8.2 million primarily due to our loss from operations. Although we remain subject to the risks and uncertainties associated with the development and release of new
products, among others, we believe our operations have been streamlined to enable us to conduct business more effectively and efficiently despite near term economic uncertainty.
However, our liquidity has been negatively impacted by a decline in the sales of our legacy products while our next generation products are still under development. In addition,
legal expenses related to our ongoing SEC investigation have been significantly higher than expected and may continue to impact our results in the foreseeable future. As a result,
substantial doubt exists regarding our ability to continue as a going concern.
We plan to explore raising additional capital from the sale of equity securities or the incurrence of indebtedness to allow us to continue operations. There can be no assurance that
additional financing will be available to us on acceptable terms, or at all. Additionally, if we issue additional equity securities to raise funds, whether to existing investors or
others, the ownership percentage of our existing stockholders would be reduced. New investors may demand rights, preferences, or privileges senior to those of existing holders
of common stock. Further, we may be limited as to the amount of funds we can raise pursuant to SEC rules and the continued listing requirements of Nasdaq.
We have also retained B. Riley as our investment bank to explore capital market financing ideas as well as strategic alternatives including both buy and sell side
opportunities. Our management team and board will be working to chart a path that is in the best
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interest of the shareholders. However, there can be no assurance that we will be able improve our financial position and liquidity or raise additional capital. Our strategic plans are
not yet finalized and are subject to numerous uncertainties including conditions in the credit and capital markets.
If we cannot grow our revenue run-rate or raise needed funds, we might be forced to make additional reductions in our operating expenses, which could adversely affect our ability
to implement our business plan and ultimately our viability as a Company. In any such event, we may be required to seek protection under the bankruptcy laws or may be forced
to reduce, significantly restructure or discontinue our operations entirely, any of which would have a material adverse effect on our business, financial position, results of
operations, or cash flows, would cause our stock price to decline and would also result in reputational harm.
The accompanying condensed consolidated financial statements have been prepared on a going concern basis which contemplates the realization of assets and satisfaction of
liabilities in the normal course of business. The condensed consolidated financial statements do not include any adjustments relating to the recoverability and classification of
recorded asset amounts or the amounts and classification of liabilities that might result from the outcome of this uncertainty.
Summary of Cash Flows
Cash and cash equivalents as of March 31, 2021 was $13.9 million, or $8.2 million lower than net cash of $22.1 million on December 31, 2020. The decrease was driven primarily
by legal expenses and research and development.
The following table summarizes our sources and uses of cash for the periods presented:
Three Months ended March 31,
2021
2020

(in thousands)

Net cash provided by (used in) operating activities
Net cash used in investing activities
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents

$

(8,197 ) $
—
(32 )
(8,229 )

1,075
(184 )
173
1,064

Cash flows from operating activities
For the three months ended March 31, 2021, cash used in operating activities was $8.2 million, primarily attributable to net loss of $9.3 million, partially offset by a net change in
our net operating assets and liabilities of $0.2 million, and non-cash charges of $0.9 million. Non-cash charges primarily consisted of $0.6 million in depreciation and amortization
and, $0.3 million in stock-based compensation expense. The change in our net operating assets and liabilities was primarily due to a $1.5 million decrease in prepaid expenses, and
a $0.8 million decrease in inventory, partially offset by an increase of $1.2 million in accounts receivable, and a $0.6 million net decrease in accounts payable and accrued
expenses, and a $0.3 million increase in other assets.
For the three months ended March 31, 2020, cash provided in operating activities was $1.1 million, primarily attributable to net loss of $9.9 million, partially offset by a net change
in our net operating assets and liabilities of $9.2 million, and non-cash charges of $1.8 million. Non-cash charges primarily consisted of $0.9 million in depreciation and
amortization, $0.4 million in inventory write-downs, $0.3 million in non-cash interest expense and $0.2 million in stock compensation expense. The change in our net operating
assets and liabilities was primarily due to a $5.1 million decrease in accounts receivables, a $2.9 million decrease in inventory, and a $1.4 million decrease in prepaid expenses and
other current assets, partially offset by a $0.3 million net decrease in accounts payable and accrued expenses.
Cash flows from investing activities
For the three months ended March 31, 2021, there was no cash used in investing activities.
For the three months ended March 31, 2020, cash used in investing activities was $0.2 million attributable to purchases of property and equipment.
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Cash flows from financing activities
For the three months ended March 31, 2021, cash used by financing activities was $0.03 million, as a result of the repayment of outstanding debt obligation $0.03 million to a
supplier.
For the three months ended March 31, 2020, cash provided by financing activities was primarily derived from the proceeds of the exercise of stock options of $0.2 million,
partially offset by the net repayment on debt of $0.03 million.
Off-Balance Sheet Arrangements
As of March 31, 2021, we had not entered into any off-balance sheet arrangements and did not have any holdings in variable interest entities.
Critical Accounting Policies and Significant Judgments and Estimates
Critical Accounting Policies and Estimates
Our discussion and analysis of financial condition and results of operations is based upon our condensed consolidated financial statements, which have been prepared in
conformity with accounting principles generally accepted in the United States of America. Certain accounting policies and estimates are particularly important to the
understanding of our financial position and results of operations and require the application of significant judgment by our management or can be materially affected by changes
from period to period in economic factors or conditions that are outside of our control. As a result, they are subject to an inherent degree of uncertainty. In applying these policies,
our management uses their judgment to determine the appropriate assumptions to be used in the determination of certain estimates. Those estimates are based on our historical
operations, our future business plans and projected financial results, the terms of existing contracts, our observance of trends in the industry, information provided by our
customers and information available from other outside sources, as appropriate. While the nature of the COVID 19 situation is dynamic, we have considered its impact when
developing our estimates and assumptions. Actual results and outcomes may differ from management's estimates and assumptions.
A description of our critical accounting policies that represent the more significant judgments and estimates used in the preparation of our financial statements was provided in the
Management’s Discussion and Analysis of Financial Condition and Results of Operations section of our Annual Report on Form 10-K for the year ended December 31, 2020.
There have been no changes to our critical accounting policies and estimates described in the Annual Report on Form 10-K for the year ended December 31, 2020 that have had a
material impact on our condensed consolidated financial statements and related notes.
Recently Issued Accounting Pronouncements
See Note 1 to our condensed consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q for recently issued accounting pronouncements.
Segment Information
We have one business activity and operate in one reportable segment.
JOBS Act
We are an emerging growth company, as defined in the Jumpstart Our Business Startups Act of 2012, or the JOBS Act. Under the JOBS Act, emerging growth companies can
delay adopting new or revised accounting standards issued subsequent to the enactment of the JOBS Act until such time as those standards apply to private companies. We elected
to use this extended transition period for complying with new or revised accounting standards that have different effective dates for public and private companies until the earlier
of the date that we (i) are no longer an emerging growth company or (ii) affirmatively and irrevocably opt out of the extended transition period provided in the JOBS Act. We
expect to use the extended transition period for any other new or revised accounting standards during the period in which we remain an emerging growth company. As a result, our
financial statements may not be comparable to companies that comply with new or revised accounting pronouncements as of public company effective dates.
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We will remain an emerging growth company until the earliest of (i) the last day of the fiscal year following the fifth anniversary of the consummation of our IPO, (ii) the last day
of the fiscal year in which we have total annual gross revenue of at least $1.07 billion, (iii) the last day of the fiscal year in which we are deemed to be a “large accelerated filer” as
defined in Rule 12b-2 under the Exchange Act, which would occur if the market value of our common stock held by non-affiliates exceeded $700.0 million as of the last business
day of the second fiscal quarter of such year, or (iv) the date on which we have issued more than $1.0 billion in non-convertible debt securities during the prior three-year period.
Even after we no longer qualify as an emerging growth company, we may still qualify as a smaller reporting company, which would allow us to take advantage of many of the
same exemptions from disclosure requirements, including not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act and
reduced disclosure obligations regarding executive compensation in our prospectuses and in our periodic reports and proxy statements.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
We are a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and are not required to provide the information under this item.
Item 4. Controls and Procedures.
(a) Evaluation of Disclosure Controls and Procedures
Our management, with the participation of our chief executive officer and our chief financial officer, has evaluated the effectiveness of our disclosure controls and procedures as
defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, prior to filing this Quarterly Report on Form 10-Q. Based on the evaluation of our disclosure controls and
procedures, our chief executive officer and chief financial officer concluded that, as of the end of the period covered by this Quarterly Report on Form 10-Q, our disclosure
controls and procedures were effective at the reasonable assurance level.
As a public company, we are required to maintain internal control over financial reporting and to report any material weaknesses in those internal controls. With respect to the year
ended December 31, 2020, we identified a material weakness in our internal controls over financial reporting related to the design and implementation of our IT general controls
including elevated (administrator) access to financial reporting systems and subsystems. Although we have made progress with the remediation of these issues, these efforts may
not be sufficient to avoid similar material weaknesses in the future.
(b) Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting that occurred during the quarter to which this report relates that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting. We have not experienced any material impact to our internal controls over financial reporting despite the
fact that most of our employees are working remotely due to the COVID-19 pandemic. We are continually monitoring and assessing the impact of the COVID-19 pandemic on
our internal controls to minimize the impact on their design and operating effectiveness.
(c) Inherent Limitations on Effectiveness of Controls
In designing and evaluating disclosure controls and procedures, our management recognizes that any system of controls, however well designed and operated, can provide only
reasonable assurance, and not absolute assurance, that the desired control objectives of the system are met. In addition, the design of any control system is based in part upon
certain assumptions about the likelihood of future events. Because of these and other inherent limitations of control systems, there can be no assurance that any design will succeed
in achieving its stated goals in all future circumstances. Accordingly, our disclosure controls and procedures are designed to provide reasonable, not absolute, assurance that the
objectives of our disclosure control system are met and, as set forth above, our chief executive officer and our chief financial officer have concluded, based on their evaluation as
of the end of the period covered by this quarterly report, that our disclosure controls and procedures were effective to provide reasonable assurance that the objectives of our
disclosure control system were met.
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PART II—OTHER INFORMATION
Item 1. Legal Proceedings.
On September 20, 2019, a purported Sonim stockholder who allegedly purchased stock registered in Sonia’s IPO filed a putative class action complaint in the Superior Court of
the State of California, County of San Mateo, captioned Pearson v. Sonim Technologies, Inc., et al., Case No. 19CIV05564, on behalf of himself and others who purchased shares
of Sonim registered in the IPO, or the “Pearson Action”. On October 4 and 16, 2019, two additional purported class action complaints substantially similar to the Pearson Action
were filed on behalf of different plaintiffs yet the same putative class of Sonim stockholders, in the same court as the Pearson Action, or the ’33 Act State Court Actions. The
defendants have asked the Superior Court to dismiss the ’33 Act State Court Actions based on the provision in the Company’s Amended and Restated Certificate of Incorporation
requiring stockholders to file and litigate in federal court any claims under the Securities Act of 1933. On December 7, 2020, the Superior Court entered an order granting
defendants’ motion to dismiss. On October 7, 2019, a substantially similar putative class action lawsuit was filed in the United States District Court for the Northern District of
California or the “33 Act Federal Action. All four complaints allege violations of the Securities Act of 1933 by Sonim and certain of its current and former officers and directors
for, among other things, alleged false or misleading statements and omissions in the registration statement issued in connection with the IPO, relating primarily to an alleged
failure to disclose software defects in Sonim’s phones and alleged misstatements about performance characteristics of Sonim’s phones. In July 2020, the Company entered into an
agreement with the Lead Plaintiff in ’33 Act Federal Action to settle that case on a class wide basis for $2.0 million. As a result, the Company has paid out the $2.0 million
settlement as of December 31, 2020. On March 5, 2021, the court presiding over the ’33 Act Federal Action granted final approval of the settlement.
In March 2020, we received a voluntary document request from the Securities and Exchange Commission’s (“SEC”) San Francisco Regional office, and in August 2020, the
Company was informed that the SEC staff was conducting a formal investigation. The SEC’s investigation is ongoing. The Company has been cooperating with the SEC in this
matter. The Company is unable to predict the likely outcome of the investigation or determine its potential impact, if any, on the Company.
On September 21, 2020, the Company, and certain of its current and former directors and officers were sued by a stockholder on behalf of our Company in a derivative action in
the United States District Court for the District of Delaware, captioned Kusiak v. Plaschke, et al. Case No 20-cv-1270-MN (“Kusiak”). The Kusiak complaint is based largely on
the same underlying factual allegations as the ’33 Act Federal Action. The defendants filed a motion to dismiss the Kusiak derivative action based on plaintiff’s failure to make a
litigation demand on Sonim’s directors. On February 1, 2021, plaintiff in Kusiak voluntarily dismissed the action without prejudice.
On February 1, 2021, the same plaintiffs’ lawyers in the Kusiak action filed a new derivative action in the United States District Court for the District of Delaware against Sonim
and certain of its current and former directors and officers, caption Gupta v. Plaschke, et al., Case No. 1:21-cv-130-MN (“Gupta”). The allegations in the Gupta complaint are
generally similar to those in the Kusiak action. The defendants filed a motion to dismiss the Gupta derivative action based on plaintiff’s failure to make a litigation demand on
Sonim’s directors. Given the early stage of this proceeding and the limited information available, we cannot predict the outcome of this legal proceeding or determine its potential
impact, if any, on the Company.
The Company is involved in various other legal proceedings arising in the normal course of business. The Company does not believe that the ultimate resolution of these other
matters will have a material adverse effect on its consolidated financial position, results of operations, or cash flows.
The results of any future litigation cannot be predicted with certainty and, regardless of the outcome, litigation can have an adverse impact on us because of defense and settlement
costs, diversion of management time and resources and other factors.
Item 1A. Risk Factors.
With the exception of the following, there are no material changes to the risk factors set forth in Part I, Item 1A,Risk Factors in our Annual Report on Form 10-K for the year
ended December 31, 2020:
We have failed, and may continue to fail, to meet the listing standards of Nasdaq, and as a result our common stock may become delisted, which could have a material
adverse effect on the liquidity of our common stock.
The listing standards of the Nasdaq Capital Market provide that a company, in order to qualify for continued listing, must maintain a minimum closing bid price of $1.00 and
satisfy standards relative to minimum stockholders’ equity, minimum market value of publicly held shares and various additional requirements. On April 29, 2021, we received a
deficiency letter from the Listing
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Qualifications Department (the “Staff”) of Nasdaq notifying us that, for the last 30 consecutive business days, the bid price for our common stock had closed below the minimum
$1.00 per share requirement for continued inclusion on the Nasdaq Capital Market.
In accordance with Nasdaq Listing Rule 5810(c)(3)(A), we have been provided a period of 180 calendar days, or until October 25, 2021, in which to regain compliance. In order to
regain compliance with the minimum bid price requirement, the closing bid price of our common stock must be at least $1.00 per share for a minimum of ten consecutive business
days during this 180-day period. In the event that we do not regain compliance within this 180-day period, we may be eligible to seek an additional compliance period of 180
calendar days if we (i) meet the continued listing requirement for market value of publicly held shares and all other initial listing standards for the Nasdaq Capital Market, with the
exception of the bid price requirement, and (ii) provide written notice to Nasdaq of our intent to cure the deficiency during this second compliance period, including by effecting a
reverse stock split, if necessary. However, if it appears to the Staff that we will not be able to cure the deficiency, or if we are otherwise not eligible, Nasdaq will provide notice to
us that we will not be eligible for the additional compliance period and our common stock will be subject to delisting. We would then be entitled to appeal the determination to a
Nasdaq Listing Qualifications Panel and request a hearing. We are considering our available options to regain compliance, including whether to effect a reverse stock split. There
can be no assurance that we will be able to regain compliance with the minimum bid price requirement or maintain compliance with the other Nasdaq listing requirements. If we
do not regain compliance with the Nasdaq continuing listing requirements, our common stock will be delisted from the Nasdaq Capital Market and it could be more difficult to
buy or sell our securities and to obtain accurate quotations, and the price of our common stock could suffer a material decline. In addition, a delisting would impair our ability to
raise capital through the public markets, could deter broker-dealers from making a market in or otherwise seeking or generating interest in our securities and might deter certain
institutions and persons from investing in our securities at all.
Our unaudited condensed consolidated financial statements included a statement that there is a substantial doubt about our ability to continue as a going concern and a
continuation of negative financial trends could result in our inability to continue as a going concern.
Our unaudited condensed consolidated financial statements as of and for the quarter ended March 31, 2021 were prepared on the assumption that we would continue as a going
concern. Our unaudited condensed consolidated financial statements as of and for the quarter ended March 31, 2021 did not include any adjustments that might result from the
outcome of this uncertainty. As a result of our ongoing net losses, there is a substantial doubt about our ability to continue as a going concern over the next twelve months. The
reaction of investors to our potential inability to continue as a going concern, could materially adversely affect the price of our common stock.
Additionally, if our projected operating results fail to improve, our liquidity could be further adversely impacted, and we may need to seek additional sources of funding.We are
actively pursuing expanding our business and increasing our revenue opportunities while effectively managing business operations and exploring further cost saving opportunities.
We may not be successful in these efforts, in which case, we may seek to raise additional capital from the sale of equity securities or the incurrence of indebtedness to allow us to
invest in growth opportunities. There can be no assurance that additional financing will be available to us on acceptable terms, or at all. Additionally, if we issue additional equity
securities to raise funds, whether to existing investors or others, the ownership percentage of our existing stockholders would be reduced. New investors may demand rights,
preferences, or privileges senior to those of existing holders of common stock. We may also be limited as to the amount of funds we can raise pursuant to SEC rules and the
continued listing requirements of Nasdaq.
Our liquidity has been adversely impacted by our ongoing net losses, including as a result of declines in the sales of our legacy products while our next generation products
are still under development and our ongoing SEC investigation, and there is no assurance that we will have sufficient liquidity to continue operations.
We have incurred significant net losses since 2013 and have an accumulated deficit of $205.5 million as of March 31, 2021. In the first quarter of 2021, our liquidity has been
further negatively impacted by a decline in the sales of our legacy products while our next generation products are still under development. In addition, legal expenses related to
our ongoing SEC investigation during the first quarter of 2021 were significantly higher than expected and may continue to impact our results in the foreseeable future. As a result,
we will need to obtain additional financing to fund our operations. We cannot provide any assurance that we will be able to secure sufficient liquidity to fund our operations,
including through additional capital from the sale of equity securities or financings, or that we will be able achieve profitability through the roll-out of our next-generation
products or the cost efficiencies implemented in 2020. If we are unable to generate or obtain the requisite amount of financing needed to fund our business operations, our liquidity
and ability to continue operations could be materially adversely affected. As a result, we may be required to delay, reduce or cease our operations may be required to seek
bankruptcy protection.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
Sales of Unregistered Securities
None.
Item 3. Defaults Upon Senior Securities.
None.
Item 4. Mine Safety Disclosures.
Not applicable.
Item 5. Other Information.
None.
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Item 6. Exhibits.
Exhibit
Number

Description

3.1

Amended and Restated Certificate of Incorporation of the Registrant.

3.2

Amended and Restated Bylaws of the Registrant.

4.1

Form of Common Stock Certificate of the Registrant

10.1

ODM Services Agreement, dated February 26, 2021, by and among Sonim
Technologies, Inc. and FIH (Hong Kong) Limited

31.1

Certification of Principal Executive Officer Pursuant to Rules 13a-14(a) and
15d-14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2

Certification of Principal Financial Officer Pursuant to Rules 13a-14(a) and
15d-14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

32.1*

Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section
1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2*

Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section
1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS

XBRL Instance Document.

101.SCH

XBRL Taxonomy Extension Schema Document.

101.CAL

XBRL Taxonomy Extension Calculation Linkbase Document.

101.DEF

XBRL Taxonomy Extension Definition Linkbase Document.

101.LAB

XBRL Taxonomy Extension Label Linkbase Document.

101PRE

XBRL Taxonomy Extension Presentation Linkbase Document.

*

Form

File No.

Incorporated by
Exhibit Reference

Filing Date

8-K

001-38907

3.1

May 17, 2019

8-K

001-38907

3.2

May 17, 2019

S-1/A

333-230887

4.1

April 29, 2019

8-K

001-38907

10.1

March 4, 2021

The certifications furnished in Exhibits 32.1 and 32.2 that accompany this Quarterly Report on Form 10-Q are deemed furnished and not filed with the Securities and
Exchange Commission and are not to be incorporated by reference into any filing of the Company under the Securities Act of 1933, as amended, or the Securities
Exchange Act of 1934, as amended, whether made before or after the date of this Quarterly Report on Form 10-Q, irrespective of any general incorporation language
contained in such filing.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized.
Company Name
Date: May 11, 2021

By:

/s/ Tom Wilkinson
Tom Wilkinson
Chief Executive Officer
(Principal Executive Officer)

Date: May 11, 2021

By:

/s/ Robert Tirva
Robert Tirva
Chief Financial Officer
(Principal Financial Officer)
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Exhibit 31.1
CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Thomas W. Wilkinson, certify that:
1.

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

2.

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

3.

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

4.

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

5.

(a)

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

(b)

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

(c)

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

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

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

(b)

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

Date: May 11, 2021

By:

/s/ Tom Wilkinson
Tom Wilkinson, Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Robert Tirva, certify that:
1.

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

2.

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

3.

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

4.

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

5.

(a)

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

(b)

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

(c)

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

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

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

(b)

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

Date: May 11, 2021

By:

/s/ Robert Tirva
Robert Tirva, Chief Financial Officer
(Principal Financial Officer)

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Sonim Technologies, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2021 as filed with the Securities
and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 11, 2021

By:

/s/ Tom Wilkinson
Tom Wilkinson
Chief Executive Officer
(Principal Executive Officer)

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not to be incorporated by reference
into any filing of the Company under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934 (whether made before or after the date of the Form 10-Q),
irrespective of any general incorporation language contained in such filing.

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Sonim Technologies, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2021 as filed with the Securities
and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 11, 2021

By:

/s/ Robert Tirva
Robert Tirva
Chief Financial Officer
(Principal Financial Officer)

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not to be incorporated by reference
into any filing of the Company under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934 (whether made before or after the date of the Form 10-Q),
irrespective of any general incorporation language contained in such filing.

