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FORWARD LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended
(the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). The statements contained in this
Quarterly Report on Form 10-Q that are not purely historical are forward-looking statements. Forward-looking statements generally relate to future events or
our future financial or operating performance and can be identified by words such as anticipate, believe, continue, could, estimate, expect, intend, may,
might, plan, possible, potential, predict, project, should, would and similar expressions that convey uncertainty about future events or outcomes. In addition,
any statements that refer to projections, forecasts, management’s expectations, hopes, beliefs, intentions or strategies regarding the future, are forward-
looking statements. Examples of forward-looking statements in this Quarterly Report on Form 10-Q include, without limitation, statements about our:

« ability to build and scale manufacturing lines for our lithium-ion batteries, including completion of site acceptance testing of our High-Volume Line, as
well as production and commercialization timelines;

» ability to meet milestones and execute on our product development strategy, including our ability to ship batteries from our Agility Line to customers,
our expectations regarding EX-1M production and market readiness, and the effectiveness of our product design team;

e expectations and estimations of the total addressable market for our batteries, including the demand for more energy dense batteries and the
suitability of our products to address this demand, and the impact of artificial intelligence features on the demand for energy dense batteries and the
suitability of our products to address this demand;

« ability to manage our expenses and realize our annual cost savings goals;
« ability to manage and achieve the benefits of our ongoing restructuring efforts;

e products, technologies, business model and growth strategy, including commercialization opportunities, market opportunity and the expansion of
our customer base;

* product strategy for Routejade’s portfolio of conventional lithium-ion battery products;

« ability to meet the expectations of new and current customers, including safety and qualification requirements, and our ability to achieve market
acceptance for our products;

« financial performance, including revenue from the sale of batteries and battery pack products and engineering revenue contracts, as well as
expenses and projections thereof;

e operational capabilities of our manufacturing lines, including the anticipated growth and benefits of our growing R&D teams to support product
innovation;

e ability to attract and hire additional personnel, including for our international locations and to facilitate the build-out of existing and additional
production lines;

e ability to optimize our manufacturing process and execute on our future product development strategy and roadmap to profitability, including
projected improvements in our commercialization and R&D activities in support of our manufacturing operations;

e expectations regarding our development and other collaboration agreements with potential customers, including in the smartphone and virtual
reality categories; and

e ability to validate the advantages of our cell architecture in the portable electronics and electric vehicle battery customer segments through our
recent development agreements, as well as our expectations relating to the recognition of revenue from these markets, and our ability to expand our
relationships with partners in the electric vehicle battery space.

The forward-looking statements contained in this Quarterly Report on Form 10-Q are based on our current expectations and beliefs concerning future
developments and their potential effects on us. There can be no assurance that future developments affecting us will be those that we have anticipated.
These forward-looking statements, and the assumptions underlying such statements, involve a number of risks and uncertainties, some of which are beyond
our control. These risks and uncertainties include, but are not limited to, those described in Part Il, Item 1A. “Risk Factors” of this Quarterly Report on Form
10-Q. Should one or more of these risks or uncertainties materialize, or should any of our assumptions prove incorrect, actual results may differ materially
from those projected in these forward-looking statements. We undertake no obligation to update or revise any forward-looking statements, whether as a
result of new information, future events or otherwise, except as required by law.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
ENOVIX CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share and par value amounts)

(Unaudited)
September 29,
2024 December 31, 2023
Assets
Current assets:
Cash and cash equivalents $ 200,912 $ 233,121
Short-term investments — 73,694
Accounts receivable, net 1,911 909
Notes receivable, net — 1,514
Inventory 9,564 8,737
Prepaid expenses and other current assets 11,598 5,202
Total current assets 223,985 323,177
Property and equipment, net 157,680 166,471
Customer relationship intangibles and other intangibles, net 37,583 42,168
Operating lease, right-of-use assets 13,810 15,290
Goodwill 12,217 12,098
Other assets, non-current 2,746 5,100
Total assets $ 448,021 $ 564,304
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 15,046 $ 21,251
Accrued expenses 13,855 13,976
Accrued compensation 8,038 10,731
Short-term debt 11,555 5,917
Deferred revenue 6,206 6,708
Other liabilities 4,760 2,435
Total current liabilities 59,460 61,018
Long-term debt, net 168,744 169,099
Warrant liability 23,265 42,900
Operating lease liabilities, non-current 14,346 15,594
Deferred revenue, non-current 3,774 3,774
Deferred tax liability 8,178 10,803
Other liabilities, non-current 12 13
Total liabilities 277,779 303,201
Commitments and Contingencies (Note 9)
Stockholders’ equity:
Common stock, $0.0001 par value; authorized shares of1,000,000,000; issued and outstanding shares of 177,591,877
and 167,392,315 as of September 29, 2024 and December 31, 2023, respectively 18 17
Additional paid-in-capital 951,237 857,037
Accumulated other comprehensive loss (42) (62)
Accumulated deficit (783,621) (598,845)
Total Enovix's stockholders’ equity 167,592 258,147
Non-controlling interest 2,650 2,956
Total equity 170,242 261,103
Total liabilities and equity $ 448,021 $ 564,304

See accompanying notes to these condensed consolidated financial statements.
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ENOVIX CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except share and per share amounts)

(Unaudited)

Revenue
Cost of revenue
Gross margin
Operating expenses:
Research and development
Selling, general and administrative
Impairment of equipment
Restructuring cost
Total operating expenses
Loss from operations
Other income (expense):
Change in fair value of common stock warrants
Interest income
Interest expense
Other income (loss), net
Total other income, net
Loss before income tax benefit
Income tax expense (benefit)
Net loss

Net loss attributable to non-controlling interests

Net loss attributable to Enovix

Net loss per share attributable to Enovix shareholders, basic
Weighted average number of common shares outstanding, basic
Net loss per share attributable to Enovix shareholders, diluted

Weighted average number of common shares outstanding, diluted

See accompanying notes to these condensed consolidated financial statements.

Quarters Ended

Fiscal Years-to-Date Ended

September 29, 2024

October 1, 2023

September 29, 2024

October 1, 2023

$ 4317 $ 200 $ 13,357 $ 263
4,959 16,809 16,454 43,292

(642) (16,609) (3,097) (43,029)

24,220 13,508 102,073 53,810

20,744 17,245 61,176 61,207

_ _ — 4,411

3,661 3,021 41,807 3,021

48,625 33,774 205,056 122,449

(49,267) (50,383) (208,153) (165,478)

29,899 31,320 17,359 4,140

2,859 4,326 9,745 9,942

(1,718) (1,557) (5,068) (2,827)

(2,217) 109 (1,509) 129

28,823 34,198 20,527 11,384

(20,444) (16,185) (187,626) (154,094)

2,194 — (2,544) —

(22,638) (16,185) (185,082) (154,094)

(102) — (306) —

$ (22,536) $ (16,185) $ (184,776) $ (154,094)
$ 0.13) $ 0.10) $ 1.07) $ (0.98)
176,680,578 159,829,716 172,393,869 157,559,138

$ 0.30) $ 0.29) $ 1.07) $ (1.00)
176,872,382 161,371,417 172,393,869 158,260,393
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(In thousands)
(Unaudited)

Quarters Ended Fiscal Years-to-Date Ended

September 29, 2024 October 1,2023  September 29,2024  October 1, 2023

Net loss $ (22,638) $ (16,185) $ (185,082) $ (154,094)
Other comprehensive income (loss), net of tax

Change in net foreign currency translation adjustments (61) — 34 —
Net unrealized gain (loss) on available-for-sale securities 4 11 (14) (13)
Other comprehensive income (expense), net of tax (57) 11 20 (13)
Comprehensive loss (22,695) (16,174) (185,062) (154,107)
Comprehensive loss attributable to non-controlling interest (102) — (306) —
Comprehensive loss attributable to Enovix $ (22,593) $ (16,174) $ (184,756) $ (154,107)

See accompanying notes to these condensed consolidated financial statements.
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ENOVIX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
(In thousands, except share amounts)

(Unaudited)
Common Stock Additional Total Non-
Paid-in Accumulated Other Accumulated Stockholders' controlling Total
Shares Amount Capital Comprehensive Loss Deficit Equity Interests Equity
Balance as of December 31, 2023 167,392,315 $ 17 8 857,037 $ 62 $ (598,845) $ 258,147 $ 2,956 $ 261,103
Net loss — — — — (46,368) (46,368) (129) (46,497)
Issuance of common stock upon
exercise of stock options 43,041 — 96 — — 96 — 96
Issuance of common stock, net of
issuance costs 639,138 — 5,756 — — 5,756 — 5,756
RSU vested, net of shares withheld 1,683,618 — (2,223) — — (2,223) — (2,223)
Vesting of early exercised stock
options — — 9 — — 9 _ 9
Repurchase of unvested restricted
common stock (19,638) — — — — — — —
Stock-based compensation — — 13,852 — — 13,852 — 13,852
Other comprehensive income, net — — — 9 — 9 — 9
Balance as of March 31, 2024 169,738,474 17 874,527 (53) (645,213) 229,278 2,827 232,105
Net loss = = = = (115,872) (115,872) (75) (115,947)
Issuance of common stock upon
exercise of stock options 316,554 — 2,697 — — 2,697 — 2,697
Issuance of common stock, net of
issuance costs 3,719,881 1 34,203 — — 34,204 — 34,204
Issuance of common stock under
employee stock purchase plan 148,371 — 1,145 — — 1,145 — 1,145
RSUs vested, net of shares withheld 1,380,079 — (1,093) — — (1,093) — (1,093)
Vesting of early exercised stock
options — — 6 — — 6 — 6
Repurchase of unvested restricted
common stock (665) — — — — — — —
Stock-based compensation — — 19,878 — — 19,878 — 19,878
Other comprehensive income, net — — — 68 — 68 = 68
Balance as of June 30, 2024 175,302,694 $ 18 $ 931,363 $ 15 $ (761,085) $ 170,311 $ 2,752 $ 173,063

See accompanying notes to these condensed consolidated financial statements.
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ENOVIX CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY (Continued)
(In thousands, except share amounts)

Balance as of June 30, 2024
Net loss

Issuance of common stock upon
exercise of stock options

Issuance of common stock upon
exercise of Private Warrants

Vesting of early exercised stock
options
RSUs vested, net of shares withheld

Repurchase of unvested restricted

common stock
Stock-based compensation
Other comprehensive income, net

Balance as of September 29, 2024

(Unaudited)
Additional Total Non-
Common Stock o .
Paid-in Accumulated Other  Accumulated Stockholders' controlling Total
Shares Amount Capital Comprehensive Loss Deficit Equity Interests Equity

175,302,694 $ 18 $ 931,363 $ 15 $ (761,085) $ 170,311 $ 2,752 $ 173,063
— — — — (22,536) (22,536) (102) (22,638)
193,447 — 1,532 — — 1,532 — 1,532
153,822 — 2,276 — — 2,276 — 2,276
— — 5 — — 5 — 5
1,985,662 — (2,286) — — (2,286) (2,286)
(43,748) — — — — — — —
— — 18,347 — — 18,347 — 18,347
_ — — (57) — (57) — (57)
177,591,877 $ 18 $ 951,237 $ 42) s (783,621) $ 167,592 $ 2,650 $ 170,242

See accompanying notes to these condensed consolidated financial statements.
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Balance as of January 1, 2023
Net loss

Issuance of common stock upon

exercise of stock options

Vesting of early exercised stock
options

RSUs vested, net of shares withheld

Repurchase of unvested restricted
common stock

Stock-based compensation
Balance as of April 2, 2023
Net loss

Issuance of common stock upon
exercise of stock options

Issuance of common stock under

employee stock purchase plan
Vesting of early exercised stock
options

RSUs vested, net of shares withheld

Repurchase of unvested restricted

common stock

Stock-based compensation
Purchase of Capped Calls

Other comprehensive income, net
Balance as of July 3, 2023

Net loss

Issuance of common stock upon

exercise of stock options

Issuance of common stock subject to

return
Early exercised stock options vested

RSUs vested, net of shares withheld
for taxes

Repurchase of unvested restricted

common stock
Stock-based compensation

Other comprehensive income, net

Balance as of October 1, 2023

(In thousands, except share amounts)

ENOVIX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY (Continued)

(Unaudited)
Additional Total Non-
Common Stock
Paid-in Accumulated Other ~ Accumulated Stockholders' controlling Total

Shares Amount Capital Comprehensive Loss Deficit Equity Interests Equity
157,461,802 $ 15 $ 741,186 $ — 8 (384,774) $ 356,427 $ — $ 356,427
— — — — (73,603) (73,603) — (73,603)
86,654 — 328 — — 328 — 328
— 1 82 — — 83 — 83
679,606 — 777) — — (777) = (777)
(138,599) — — — — — — —
— — 29,653 — — 29,653 — 29,653
158,089,463 16 770,472 —_ (458,377) 312,111 —_ 312,111
— — — — (64,306) (64,306) — (64,306)
93,921 — 643 — — 643 — 643
146,278 — 1,170 — — 1,170 — 1,170
— — 14 — — 14 — 14
650,202 — (448) — — (448) — (448)
(68,445) — — — — — — —
— — 15,374 — — 15,374 — 15,374
— — (17,250) — — (17,250) — (17,250)
— — — (29) — (249) — (24)
158,911,419 16 769,975 (29) (522,683) 247,284 — 247,284
— — — — (16,185) (16,185) — (16,185)
954,674 — 8,260 — — 8,260 — 8,260
1,304,954 — — — — — — _
— — 22 — — 22 — 22
656,367 — (1,762) — — (1,762) — (1,762)
(161,737) — — — — — — —
— — 14,845 — — 14,845 — 14,845
_ _ — 11 — 11 - 11
161,665,677 $ 16 $ 791,340 $ (13) $ (538,868) $ 252,475 $ — $ 252,475

See accompanying

notes to these condensed consolidated financial statements.
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ENOVIX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)
Fiscal Years-to-Date Ended
September 29,
2024 October 1, 202:

Cash flows used in operating activities:
Net loss $ (185,082) $ (154,0¢
Adjustments to reconcile net loss to net cash used in operating activities

Depreciation, accretion and amortization 37,417 10,0C
Stock-based compensation 48,630 57,82
Changes in fair value of common stock warrants (17,359) (4,1¢
Impairment and loss on disposal of long-lived assets 38,249 4,41
Others 174 -
Changes in operating assets and liabilities:
Accounts and notes receivables 494 1€
Inventory (827) 41
Prepaid expenses and other assets (3,913) 5¢4
Accounts payable (10,018) 4,3:
Accrued expenses and compensation 3,175 3,11
Deferred revenue (502) -
Deferred tax liability (3,303) -
Other liabilities 190
Net cash used in operating activities (92,675) (77,4C
Cash flows from investing activities:
Purchase of property and equipment (59,830) (32,97
Purchases of investments (31,812) (115,7:
Maturities of investments 106,621 16,7C
Net cash provided by (used in) investing activities 14,979 (132,01
Cash flows from financing activities:
Proceeds from loan borrowing and issuance of Convertible Senior Notes 4,572 172,5C
Repayment of debt (180) -
Payments of debt issuance costs — (5,2¢
Purchase of Capped Calls — (17,25
Payroll tax payments for shares withheld upon vesting of RSUs (5,601) (2,9¢
Proceeds from the exercise of stock options and issuance of common stock, net of issuance costs 44,285 9,2t
Proceeds from issuance of common stock under employee stock purchase plan 1,145 1,1¢€
Repurchase of unvested restricted common stock 4) (2
Net cash provided by financing activities 44,217 157,3¢
Effect of exchange rate changes on cash, cash equivalents and restricted cash 1,303 -
Change in cash, cash equivalents, and restricted cash (32,176) (52,02
Cash and cash equivalents and restricted cash, beginning of period 235,123 322,97
Cash and cash equivalents, and restricted cash, end of period $ 202,947 $ 270,94

See accompanying notes to these condensed consolidated financial statements.
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ENOVIX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
(In thousands)

(Unaudited)
Fiscal Years-to-Date Ended
September 29, 2024 October 1, 2023

Supplemental cash flow disclosure:

Cash paid for interest $ 2951 $ —
Cash paid for income taxes 164 —
Supplemental non-cash investing and financing activities:

Purchase of property and equipment included in liabilities $ 14,478 $ 19,324
Cashless warrant exercise 2,276 —
Accrued acquisition costs — 1,115
Accrued debt issuance costs — 666

The following presents our cash, cash equivalents and restricted cash by category in the Condensed Consolidated Balance Sheets:

Fiscal Years-to-Date Ended

September 29, 2024 October 1, 2023

Cash and cash equivalents $ 200,912 $ 270,817
Restricted cash included in prepaid expenses, other current assets and other assets, non-current 2,035 125
Total cash, cash equivalents, and restricted cash $ 202,947 $ 270,942

See accompanying notes to these condensed consolidated financial statements.
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ENOVIX CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1. Organization and Basis of Presentation

Organization

nou n ou n

Enovix Corporation (“we,” “us,” “our,” or “Enovix” or the “Company”) was incorporated in Delaware in 2006. We develop, manufacture, and
commercialize next generation Lithium-ion, or Li-ion, battery cells that significantly increase the amount of energy density and storage capacity relative to
conventional battery cells. Our batteries’ mechanical design, or “architecture,” allows us to use high performance chemistries while enabling safety and
charge time advantages. Enovix is headquartered in Silicon Valley with facilities in India, South Korea, and Malaysia.

Note 2. Summary of Significant Accounting Policies
Basis of Presentation and Consolidation

The accompanying condensed consolidated financial statements are presented in accordance with accounting principles generally accepted in the
United States (“GAAP”). The condensed consolidated financial statements include our accounts, our wholly-owned subsidiaries and majority-owned
subsidiaries, the business combinations from the closing dates and a variable interest entity (“VIE”) under the variable interest model. All intercompany
balances and transactions have been eliminated in consolidation.

Liquidity and Capital Resources

We have incurred operating losses and negative cash flows from operations since our inception through September 29, 2024 and expect to incur
operating losses for the foreseeable future. As of September 29, 2024, we had working capital of $164.5 million and an accumulated deficit of $ 783.6 million.
During the fiscal year-to-date ended September 29, 2024, we received net proceeds of $40.0 million from the issuance of our common stock through an at-
the-market (“ATM”) offering. Based on the anticipated spending and timing of expenditures, we currently expect that our cash will be sufficient to meet our
funding requirements over the next twelve months. Going forward, we may require additional financing for our future operations and expansion. The
accompanying condensed consolidated financial statements have been prepared assuming we will continue as a going concern, which contemplates the
realization of assets and satisfaction of liabilities in the normal course of business.

Unaudited Interim Condensed Consolidated Financial Statements

These accompanying unaudited condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the U.S.
Securities and Exchange Commission (“SEC”) for interim financial reporting. In the opinion of management, these unaudited condensed consolidated
financial statements reflect all adjustments, consisting of normal recurring items, considered necessary to present fairly our financial condition, results of
operations, comprehensive income (loss), stockholders’ equity and cash flows for the periods presented above. The results of operations for the quarter and
fiscal year-to-date ended September 29, 2024 are not necessarily indicative of the operating results for the full year, and therefore should not be relied upon
as an indicator of future results. The Condensed Consolidated Balance Sheet as of December 31, 2023 included herein was derived from the audited
consolidated financial statements as of that date and the accompanying consolidated financial statements and related notes are included in our Annual
Report on Form 10-K.

Use of Estimates

The preparation of condensed consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities in the condensed consolidated financial statements and accompanying notes during the reporting
periods. Estimates and assumptions include but are not limited to: depreciable lives for property and equipment and intangible assets, valuation for
inventory, valuation allowance on deferred tax assets, assumptions used in income tax provisions, valuation for assets acquired and liabilities assumed in
business combination, valuation of goodwill and intangible assets, assumptions used in stock-based compensation, incremental borrowing rate for operating
right-of-use assets and lease liabilities, restructuring costs and estimates to fair value common stock warrants. Management bases its estimates on
historical experience and on various other market-specific and relevant assumptions that it believes to be reasonable under the circumstances.
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ENOVIX CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Summary of Significant Accounting Policies

There have been no changes to our significant accounting policies disclosed in Note 2 “Summary of Significant Accounting Policies,” of the notes to the
consolidated financial statements for the fiscal year ended December 31, 2023, included in Part II, Item 8 of our Form 10-K.

Revenue

We recognize revenue in accordance with Accounting Standards Codification (“ASC”) 606, Revenue from Contracts with Customers. We generate
revenue from our product revenue and service revenue for the development of lithium-ion battery technology.

Product Revenue

Our product revenue is primarily generated from selling lithium-ion batteries or battery packs to commercial customers and military contractors. Product
revenue is recognized once we have satisfied the performance obligations as defined in the sales agreement, which is generally satisfied upon transfer of
control of goods. Control is transferred upon delivery for our products. For certain customized products with customer acceptance criteria specified in the
sales agreement, the performance obligations is generally satisfied upon our customer’'s acceptance. Payment terms can vary depending on the contract
and it is generally required within 90 days or less from the delivery date or the acceptance date of our product. The amounts of revenue recognized reflects
the consideration for the product sold.

For the quarter and fiscal year-to-date ended September 29, 2024, our product revenue were $4.3 million and $13.4 million, respectively. Of our total
product revenue for the quarter and fiscal year-to-date ended September 29, 2024, approximately 42% and 41%, respectively, were from South Korea
based on the billing location of the customers. For the quarter and fiscal year-to-date ended October 1, 2023, our product revenue were immaterial.

Service Revenue

Service revenue contracts generally include the design and development efforts to conform our existing battery technology with customers’ required
specifications. Consideration for service revenue contracts generally become payable when we meet specific contractual milestones, which include the
design and approval of custom cells, procurement of fabrication tooling to meet the customer’s specifications, and fabrication and delivery of custom cells
from our pilot production line. Within the existing service revenue contracts, the amount of consideration is fixed, the contracts contain a single performance
obligation, and revenue is recognized at the point in time the final milestone is met (i.e., a final working prototype meeting all required specifications) and the
customer obtains control of the deliverable. There was no service revenue recognized the quarters and fiscal years-to-date ended September 29, 2024 and
October 1, 2023

Recently Issued Accounting Pronouncements

In November 2023, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2023-07, Segment Reporting (Topic 280): Improvements to
Reportable Segment Disclosures, which requires disclosure of significant segment expenses and other segment items on an annual and interim basis. This
ASU will be effective for fiscal years beginning after December 15, 2023 and interim periods within fiscal years beginning after December 15, 2024, with
early adoption permitted. We do not expect the adoption of this ASU to have a material impact on our financial statement disclosures and plan to adopt it for
the fiscal year ended December 29, 2024.

In December 2023, the FASB issued ASU 2023-09, Income Taxes (Topics 740): Improvements to Income Tax Disclosures, which expanded the
disclosure requirements for income taxes, specifically related to the rate reconciliation and income taxes paid. ASU 2023-09 is effective for the annual
periods beginning December 15, 2024, with early adoption permitted. We are currently evaluating the potential impact of the adoption of this ASU on our
financial statement disclosures.

10
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ENOVIX CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Note 3. Business Combinations

Routejade Acquisition

On October 31, 2023, we acquired 95.8% of the outstanding shares of Routejade, Inc. (“Routejade”). The following table summarizes the
considerations for the acquisition.

Cash paid, net of acquisition-related seller expense $ 15,448
Issuance of Enovix common stock (5,923,521 shares) 52,779
Total purchase consideration 68,227
Less: net assets acquired
Net assets acquired, excluding liability assumed for acquisition-related seller expense 56,367
Liability assumed for acquisition-related seller expense (357)

Net assets acquired 56,010
Goodwill $ 12,217

This acquisition (the “Routejade Acquisition”) constituted a business acquisition in accordance with FASB Accounting Standards Codification (“ASC")
(Topic 805), Business Combinations (“ASC 805") for business combinations and, therefore, was accounted for as a business combination using the

acquisition method of accounting. The tangible and intangible assets acquired and liabilities assumed were recorded based on their estimated fair values at
the acquisition date.
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The following table summarizes the final purchase price allocation based on the fair values of the assets acquired and liabilities assumed as of the
acquisition date (in thousands).

Cash, cash equivalents and restricted cash acquired $ 5,481
Accounts and notes receivable, net ) 1,796
Inventory 12,613
Prepaid expenses and other current assets 1,715
Property and equipment, net 28,579
Intangible assets 41,948
Goodwill 12,217
Other non-current assets 365
Debt assumed (7,426)
Deferred revenue (10,568)
Liabilities assumed (3,182)
Deferred income tax liabilities (12,294)
Fair value of net assets acquired 71,244
Less: non-controlling interest @ (3,017)
Total purchase consideration 68,227
Less: Cash, cash equivalents, restricted cash acquired (5,481)
Total purchase price, net of cash acquired $ 62,746

@  The gross amount of the acquired accounts and notes receivable was .9 million, of which an immaterial amount was expected to be uncollectible.

(@  The fair value of non-controlling interest is measured based on the fair values of net assets acquired at the acquisition date and the price for the equity shares and
the portion of ownership not held by the acquirer.

Goodwill

The excess of the purchase price over the fair value of net assets acquired was recorded to goodwill. Goodwill is primarily attributable to the expected
synergies from future expected economic benefits, including integrating electrode coating and battery pack manufacturing. Goodwill from this acquisition is
not expected to be deductible for tax purposes.

The following table summarizes the change in goodwill (in thousands) during the fiscal year-to-date ended September 29, 2024.

Goodwill
Balances as of December 31, 2023 $ 12,098
Routejade Acquisition - measurement period adjustments @ 119
Balances as of September 29, 2024 $ 12,217

@ Our purchase price allocation was finalized in the first quarter of 2024, which included a net adjustment of $0.1 million to goodwill and immaterial adjustments to other assets.

Intangible Assets

Intangible assets consist of customer relationships, developed technology and trade names and trademarks. Customer relationships relate to
Routejade’s existing customer relationships for current and future business. Developed
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technology relates to Routejade’s technology for manufacturing standard lithium-ion batteries with varying chemistries, which allows for design flexibility and
the production of customized battery cells.

The following table summarizes the intangible assets subject to amortization, net (in thousands) as of September 29, 2024.

Accumulated Weighted-average Useful
Gross amortization Net Carrying Amount Lives
Customer relationships $ 29,933 $ 2,737) $ 27,196 10 years
Developed technology 11,680 (1,526) 10,154 7 years
Trade Names and Trademarks 335 (102) 233 3 years
Total intangible assets $ 41,948 $ (4,365) $ 37,583

We acquired these intangible assets through the Routejade Acquisition in October 2023. For the quarter and fiscal year-to-date ended September 29,
2024, amortization of the intangible assets were $1.2 million and $3.6 million, respectively. As of September 29, 2024, the weighted average remaining
useful lives for intangible assets was approximately 8.3 years.

The following is a schedule of expected amortization for the intangible assets as of September 29, 2024 (in thousands).

As of September 29, 2024

2024 (remaining 3 months) $ 1,188
2025 4,757
2026 4,829
2027 4,645
2028 4,645
Thereafter 17,519
Total estimated amortization expense $ 37,583

Revenue and net loss from operations

For the quarter ended September 29, 2024, our results of operations included $ 4.3 million of Routejade’s revenue and $ 2.3 million of Routejade’s net
operating loss from operations. For the fiscal year-to-date ended September 29, 2024, our results of operations included $13.3 million of Routejade’s
revenue and $7.4 million of Routejade’s net operating loss from operations.

Proforma information

The condensed consolidated unaudited proforma revenue for the quarters ended of September 29, 2024 and October 1, 2023, which included
Routejade assuming the acquisition occurred on January 1, 2023, were approximately $4.3 million and $3.9 million, respectively. The condensed
consolidated unaudited proforma revenue for fiscal years-to-date ended September 29, 2024 and October 1, 2023, which included Routejade assuming the
acquisition occurred on January 1, 2023, were approximately $13.4 million and $12.9 million, respectively.

The condensed consolidated unaudited proforma net income related to this acquisition was not included because the impact on our consolidated
results of operations was not material for the quarters and fiscal years-to-date ended September 29, 2024 and October 1, 2023.
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Note 4. Fair Value Measurement

The fair value of our financial assets and liabilities are determined in accordance with the fair value hierarchy established in ASC 820, Fair Value
Measurements, issued by the FASB. The fair value hierarchy of ASC 820 requires an entity to maximize the use of observable inputs when measuring fair
value and classifies those inputs into three levels:

Level 1: Observable inputs, such as quoted prices (unadjusted) in active markets for identical assets or liabilities at the measurement date.

Level 2: Observable inputs, other than Level 1 prices, such as quoted prices in active markets for similar assets and liabilities, quoted prices in
markets that are not active, or other inputs that are observable or can be corroborated by observable market data for substantially the full
term of the assets or liabilities.

Level 3: Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or liabilities.

Our financial instruments consist primarily of cash and cash equivalents, short-term investments, accounts receivable, notes receivable, accounts
payable, short-term and long-term debt, and warrant liabilities. Cash and cash equivalents are reported at their respective fair values on our Condensed
Consolidated Balance Sheets. As of September 29, 2024 and December 31, 2023, the carrying values of accounts and notes receivables, accounts
payable, short-term debt and accrued liabilities approximated the fair value based on the short maturity of those instruments. As of September 29, 2024 and
December 31, 2023, we had cash and cash equivalents of $200.9 million and $233.1 million, respectively.

The following table details the fair value measurements of assets and liabilities that were measured at fair value on a recurring basis based on the
following three-tiered fair value hierarchy per ASC 820, Fair Value Measurement, as of September 29, 2024 and December 31, 2023 (in thousands).
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Fair Value Measurement using
Total
Level 1 Level 2 Level 3 Fair Value

As of September 29, 2024

Assets:

Cash equivalents:

Money Market Funds $ 101,362 — 3 — 3% 101,362

U.S. Treasuries — 9,982 — 9,982
Total assets measured at fair value $ 101,362 9,982 $ — $ 111,344
Liabilities:

Private Placement Warrants $ — — $ 23,265 $ 23,265
As of December 31, 2023

Assets:

Cash equivalents:

Money Market Funds $ 19,312 — % — % 19,312

U.S. Treasuries — 45,175 — 45,175
Short-term investments:

U.S. Treasuries — 73,694 — 73,694
Total assets measured at fair value $ 19,312 118,869 $ — $ 138,181
Liabilities:

Private Placement Warrants $ — — 3 42,900 $ 42,900
Cash Equivalents and Short-term Investments:
The following is a summary of cash equivalents and short-term investments (in thousands).
Reported as
Estimated Fair Cash Short-term

Amortized Cost Unrealized Gain  Unrealized Loss Value Equivalents Investments
As of September 29, 2024
Money Market Funds $ 101,362 $ —  $ —  $ 101,362 $ 101,362 —
U.S. Treasuries 9,980 2 — 9,982 9,982 —
Total $ 111,342 $ 2 3 — 3 111,344 $ 111,344 —
As of December 31, 2023
Money Market Funds $ 19,312 $ —  $ — 3 19,312 $ 19,312 —
U.S. Treasuries 118,854 15 — 118,869 45,175 73,694
Total $ 138,166 $ 15 $ — 3 138,181 $ 64,487 73,694

As of December 31, 2023, the short-term investments had contractual maturity due within one year.
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Private Placement Warrants

Our liabilities are measured at fair value on a recurring basis, including 6,000,000 warrants that were held by Rodgers Capital, LLC (the “Sponsor”) and
certain of its members (the “Private Placement Warrants”). The fair value of the Private Placement Warrants is considered a Level 3 valuation and is
determined using the Black-Scholes valuation model. Each whole Private Placement Warrant became exercisable for one whole share of our common
stock at a price of $11.50 per share on December 5, 2021.

During the third quarter of 2024, there was a cashless exercise of 500,000 shares of the Private Placement Warrants with an exercise price of $11.50
per share and we issued 153,822 shares of our common stock.

As of September 29, 2024 and December 31, 2023, we had 5,500,000 and 6,000,000 Private Placement Warrants outstanding, respectively. The fair
value of the Private Placement Warrants was $4.23 per share as of September 29, 2024. The following tables summarize the changes for Level 3 items
measured at fair value on a recurring basis using significant unobservable inputs (in thousands).

Private Placement Warrants

Fair value as of December 31, 2023 $ 42,900
Cashless warrant exercise (2,276)
Change in fair value (17,359)
Fair value as of September 29, 2024 $ 23,265

Private Placement Warrants

Fair value as of January 1, 2023 $ 49,080
Change in fair value (4,140)
Fair value as of October 1, 2023 $ 44,940

The following table summarizes the key assumptions used for determining the fair value of the Private Placement warrants.

Private Placement Warrants Private Placement Warrants
Outstanding as of September 29, Outstanding as of December 31,
2024 2023
Expected term (in years) 1.8 2.5
Expected volatility 95.0% 90.0%
Risk-free interest rate 3.6% 4.1%
Expected dividend rate 0.0% 0.0%

Convertible Senior Notes and Long-term Loans

We consider the fair value of our convertible senior notes to be a Level 2 measurement as they are not actively traded in the market. As of September
29, 2024, the fair value of the convertible senior notes was approximately $157.0 million. As of September 29, 2024, our long-term loans are approximately
close to their carrying value of $0.7 million.
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Note 5. Property and Equipment

Property and equipment are stated at cost, net of accumulated depreciation. Depreciation is computed on a straight-line basis over the estimated useful
lives of the assets. Property and equipment as of September 29, 2024 and December 31, 2023, consisted of the following (in thousands).

September 29, 2024 December 31, 2023

Machinery and equipment $ 63,540 $ 100,335
Building and leasehold improvements 32,443 36,651
Office equipment and software 5,324 2,561
Furniture and fixtures 16,679 898
Land 1,433 1,433
Construction in process 53,670 68,958
Total property and equipment 173,089 210,836
Less: accumulated depreciation (15,409) (44,365)
Property and equipment, net $ 157,680 $ 166,471

The following table summarizes the depreciation and amortization expenses related to property and equipment, which are recorded within cost of
revenue, research and development expense and selling, general and administrative expense in the Condensed Consolidated Statements of Operations (in
thousands).

Quarters Ended Fiscal Years-to-Date Ended

September 29, 2024 October 1, 2023 September 29, 2024 October 1, 2023
Depreciation expense $ 4,683 $ 3588 $ 32,643 $ 10,566

In the fourth quarter of 2023, we announced our strategic realignment of our first production line (“Fab1”) in Fremont, California and transformed our
Fremont location to “Center for Innovation,” focused on new product development. In connection with this strategic realignment, we recognized accelerated
depreciation expenses of approximately $18.4 million for Fabl equipment in the first quarter of 2024, of which approximately $ 18.3 million and $0.1 million
were recorded as research and development expense, and selling, general and administrative expense, respectively, in the Condensed Consolidated
Statements of Operations. We did not record any accelerated depreciation expenses in the second quarter of 2024 and the third quarter ended September
29, 2024.

Fabl Long-Lived Asset Disposals

During the quarter and fiscal year-to-date ended September 29, 2024, we recorded $ 3.1 million and $38.2 million, respectively, of loss on disposal of our
Fab1l long-lived assets, including machinery and equipment, leasehold improvements and other assets located in Fremont, California as a part of the 2024
Restructuring Plan (as defined below) and it was recorded as Restructuring Cost in the Condensed Consolidated Statements of Operations. See Note 12
“Restructuring Costs” for more information.

Equipment Impairment

During the second quarter of 2023, we disposed a group of machinery and equipment and recorded an impairment charge of $4.4 million. There was no
impairment charge recorded in the quarter ended October 1, 2023 and the impairment charge for the fiscal year-to-date ended October 1, 2023 was
$4.4 million. These impaired assets were previously capitalized as “Machinery and equipment” category of property and equipment, net on the Condensed
Consolidated Balance Sheets. There was no impairment charge recorded in the quarter ended and fiscal year-to-date ended September 29, 2024.

17



Table of Contents
ENOVIX CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Note 6. Inventory

Inventory consists of the following components (in thousands).

September 29, 2024 December 31, 2023
Raw materials $ 1811 $ 1,926
Work-in-process 6,595 6,687
Finished goods 1,158 124
Total inventory $ 9,564 $ 8,737

Inventory is stated at the lower of cost or net realizable value (“NRV”) on a first-in and first-out basis. Inventory costs include direct materials, direct
labor, and manufacturing overhead. When the estimated net realizable values are below the manufacturing costs, a charge to cost of revenue is recorded
for finished goods and work in process inventories.

For the quarter and fiscal year-to-date ended September 29, 2024, we had recorded immaterial amounts of inventory reserve, including excess or
obsolete inventory reserve, in the Condensed Consolidated Statement of Operations. As of December 31, 2023, we did not have excess or obsolete

inventory reserve.

In connection with the restructuring plan as described in the Note 12 “Restructuring Costs,” we wrote off $ 0.6 million of raw materials as Restructuring
cost in the Condensed Consolidated Statement of Operations for the quarter and fiscal year-to-date ended October 1, 2023.

Note 7. Leases

We have operating lease agreements primarily for offices and manufacturing spaces located in various locations with lease periods expiring between
2024 and 2030, some of which include options to extend the leases for up to five years.

The components of lease costs were as follows (in thousands):

Quarters Ended Fiscal Years-to-Date Ended

September 29, 2024 October 1, 2023 September 29, 2024 October 1, 2023
Operating lease cost $ 1,347 $ 478 $ 3192 $ 1,428

Supplemental lease information:

As of
Operating leases September 29, 2024 December 31, 2023
Weighted-average remaining lease term 5.3 years 6.0 years
Weighted-average discount rate 8.5% 8.5%

Supplemental cash flow information related to leases are as follows (in thousands):

18



Table of Contents
ENOVIX CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Fiscal Years-to-Date Ended

September 29, 2024 October 1, 2023

Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows from operating leases $ 2,687 $ 1,053

Maturities of Lease Liabilities

The following is a schedule of maturities of lease liabilities as of September 29, 2024 (in thousands).

Operating leases

2024 (remaining 3 months) $ 913
2025 3,698
2026 3,702
2027 3,743
2028 3,804
Thereafter 3,834
Total 19,694
Less: imputed interest (2,700)
Present value of lease liabilities $ 16,994

Note 8. Borrowings

Short-Term Debt

In connection with the Routejade Acquisition, we assumed asset secured loans with fixed and floating interest rates. These loans have various maturity
dates. As of September 29, 2024, short-term debt was $11.6 million, which comprised of $11.4 million of short-term loans with less than one-year term and
$0.2 million of the current portion of long-term loans. From time to time, we renew our short-term loans once they reach the maturity dates. During the fiscal
year-to-dated ended September 29, 2024, we obtained $4.6 million of short-term loans with less than one-year term. As of December 31, 2023, short-term
debt was $5.9 million, which comprised of $4.3 million of short-term loans with less than one-year term and $ 1.6 million of the current portion of long-term
loans. The current portion of long-term debt is recorded as short-term debt based on time remaining until maturity. As of September 29, 2024 and
December 31, 2023, the weighted average interest rates on the short-term loans were approximately 5.2%. and 5.3%, respectively.
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Long-Term Debt

Our long-term debt, net consists of the following (in thousands).

As of
Annual Interest Rate Maturity Date September 29, 2024 December 31, 2023
Convertible Senior Notes 3.0 % May 1, 2028 $ 172,500 $ 172,500
Long-term loans
Floating rate 34 % June 30, 2027 348 385
Floating rate 3.4 % June 30, 2028 380 385
Fixed rate 52 % February 1, 2025 — 1,036
Fixed rate 53 % September 19, 2024 — 1,540
Total Convertible Senior Notes and other borrowings 173,228 175,846
Less: unamortized debt issuance costs (4,325) (5,142)
Long-term debt 168,903 170,704
Current portion of long-term debt (159) (1,605)
Long-term debt, net $ 168,744 $ 169,099

Long-term Loans

In connection with the Routejade Acquisition, we assumed long-term loans. These long-term loans are either with fixed rate or floating rate loans as
stated in the table above. As of September 29, 2024, total long-term loans outstanding was $0.7 million, including a current portion of the long-term loans of
$0.2 million. As of December 31, 2023, total long-term loans outstanding was $ 3.3 million, including a current portion of the long-term loans of $ 1.6 million.

Convertible Senior Notes

On April 20, 2023, we issued $ 172.5 million aggregate principal amount of 3.0% convertible senior notes due 2028 (the “Convertible Senior Notes”),
including $10.0 million principal amount of the Convertible Senior Notes (the “Affiliate Notes”) issued to an entity affiliated with Thurman John Rodgers,
Chairman of our Board of Directors, in a concurrent private placement. As of both periods ended September 29, 2024 and December 31, 2023, total
outstanding Convertible Senior Notes was $172.5 million.

The Convertible Senior Notes are unsecured obligations of the Company and bear interest at a rate of 3.0% per year from April 20, 2023, and will be
payable semiannually in arrears on May 1 and November 1 of each year, beginning on November 1, 2023. The Convertible Senior Notes will mature on May
1, 2028 unless earlier converted, redeemed or repurchased.

The following table summarizes the interest expenses related to Convertible Senior Notes and loans, which are recorded within Interest expense in the
Condensed Consolidated Statements of Operations (in thousands).
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Quarter Ended Fiscal Years-to-Date Ended

September 29, 2024 October 1, 2023 September 29, 2024 October 1, 2023

Coupon interest $ 1,294 $ 1,283 $ 3,881 $ 2,326
Amortization of debt issuance costs 275 275 817 497
Total interest expense on Convertible Senior Notes 1,569 1,558 4,698 2,823
Loan interest 148 — 369 —
Total interest expenses related to Convertible Senior Notes and

loans $ 1,717 $ 1558 $ 5,067 $ 2,823

As of September 29, 2024 and December 31, 2023, we had $ 2.2 million and $0.9 million of accrued interest liability, respectively.
Debt Maturity

The following table summarizes our long-term debt maturities, based on outstanding principal by years (in thousands).

September 29, 2024

2024 (remaining 3 months) $ 32
2025 190
2026 253
2027 190
2028 172,563
Total gross amount of long-term debt $ 173,228

Note 9. Commitments and Contingencies

Purchase Commitments

As of September 29, 2024 and December 31, 2023, our commitments included approximately $ 24.6 million and $62.5 million, respectively, of our open
purchase orders and contractual obligations that occurred in the ordinary course of business, including commitments with contract manufacturers and
suppliers for which we have not received goods or services, commitments for capital expenditures and construction-related activities for which we have not
received the goods or services. Although open purchase orders are considered enforceable and legally binding, the terms generally allow us an option to
cancel, reschedule, and adjust its requirements based on our business needs prior to the delivery of goods or performance of services. For lease
obligations, please refer to Note 7 “Leases” for more details. For the Convertible Senior Notes obligation and other borrowings, please refer to Note 8
“Borrowings” for more details.

Performance Obligations

As of September 29, 2024, we had $ 10.0 million of performance obligations, which comprised of total deferred revenue and customer order deposits.
We currently expect to recognize approximately 62% of deferred revenue as revenue within the next twelve months.

Litigation

From time to time, we are subject to a variety of claims, lawsuits, investigations, and proceedings concerning matters arising in connection with our
business activities, including product liability, intellectual property, commercial,
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insurance, securities laws, contract disputes, and employment matters. Certain of these lawsuits and claims are described in further detail below. We intend
to vigorously defend against each of these allegations.

A liability and related charge to earnings is recorded in the condensed consolidated financial statements for legal contingencies when the loss is
considered probable and the amount can be reasonably estimated. The assessment is re-evaluated each accounting period and is based on all available
information, including the impact of negotiations, settlements, rulings, advice of legal counsel, and other information and events pertaining to each case. The
outcomes of outstanding legal matters are inherently unpredictable and subject to uncertainties. While there can be no assurance of favorable outcome of
these legal matters, we currently believe that the outcome of these matters will not have a material adverse effect on our results of operations, liquidity or
financial position.

Former Employee Class Action Lawsuits

On January 21, 2022, two former machine operator employees filed a putative wage and hour class action lawsuit against Enovix and co-defendant
Legendary Staffing, Inc. in the Superior Court of California, County of Alameda. The case is captioned Sopheak Prak & Ricardo Pimentel v Enovix
Corporation and Legendary Staffing, Inc., 22CV005846 (the “Prak Complaint”). The Prak Complaint alleged, among other things, on a putative class-wide
basis, that the defendants failed to pay all overtime wages and committed meal period, rest period and wage statement violations under the California Labor
Code and applicable Wage Orders. The plaintiffs sought unpaid wages, statutory penalties and interest and reasonable costs and attorney fees. We began
the mediation process in September 2022 and on June 6, 2024, a final settlement was approved by the court. All settlement funds were distributed in July
2024.

On March 8, 2023, a former employee filed a putative class action lawsuit against Enovix in the Superior Court of California, County of Alameda. The
case is captioned Kody Walker v. Enovix Corporation, 23CV028923 (the “Walker Complaint”). The Walker Complaint alleges, among other things, on a
putative class-wide basis, that we failed to pay minimum wages, overtime and sick time wages, failed to reimburse employees for required expenses, failed
to provide meal and rest periods and issued inaccurate wage statement under the California Labor Code and applicable Wage Orders. The Walker
Complaint asserts on an individual basis that Walker was constructively discharged. The plaintiff seeks unpaid wages, statutory penalties and interest and
reasonable costs and attorney fees. We have a mediation scheduled on October 30, 2024 with plaintiff's counsel in the Walker matter.

Securities Class Action Complaint

On January 6, 2023, a purported Company stockholder filed a securities class action complaint in the U.S. District Court for the Northern District of
California against Enovix and certain of our current and former officers and directors (collectively, the “defendants”). The complaint alleges that the
defendants violated Sections 10(b) and 20(a) of the Exchange Act of 1934 and Rule 10b-5 promulgated thereunder by making material misstatements or
omissions in public statements related to our manufacturing scale-ups and testing of new equipment. A substantially identical complaint was filed on January
25, 2023 by another purported Company stockholder. Following consolidation of the cases and court appointment of two purported Company stockholder
lead plaintiffs, a consolidated complaint alleging substantially similar claims, including allegations that the defendants made material misstatements or
omissions in public statements related to testing of new equipment, was filed on July 7, 2023.

The court granted the motion to dismiss the consolidated complaint on January 30, 2024. The plaintiffs filed a second amended complaint on March 19,
2024, which seeks unspecified damages, interest, fees and costs on behalf of all persons and entities that purchased and/or acquired shares of Enovix or its
predecessor entity’s common stock between June 24, 2021 and October 3, 2023. On July 23, 2024, the court issued an order granting in part and denying
in part defendants’ motion to dismiss. We and the other defendants intend to vigorously defend against the remaining claims in this action.

In September, 2024, we received two Section 220 book and records demand notices from two separate defendants related to this case.
Guarantees and Indemnifications

In the normal course of business, we enter into contracts and agreements that contain a variety of representations and warranties and provide for
general indemnifications. In addition, we purchased performance bonds for guarantee of our performance obligations for certain projects. Our exposure
under these agreements is unknown because it involves claims that may be made against us in the future but have not yet been made. To date, we have
not paid any claims or
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been required to defend any action related to our indemnification obligations. However, we may record charges in the future as a result of these

indemnification obligations.

We also have indemnification obligations to our officers and directors for specified events or occurrences, subject to some limits, while they are serving
at our request in such capacities. There have been no claims to date and we have director and officer insurance that may enable us to recover a portion of
any amounts paid for future potential claims. We believe the fair value of these indemnification agreements is minimal. Accordingly, we have not recorded
any liabilities relating to these obligations for the period presented.

Note 10. Net Loss per Share

The following table sets forth the computation of our basic and diluted net EPS of common stock for the periods presented below (in thousands, except

share and per share amount).

Quarters Ended Fiscal Years-to-Date Ended

September 29, 2024 October 1, 2023 September 29, 2024 October 1, 2023

Numerator:
Net loss attributable to common stockholders - basic $ (22,536) $ (16,185) $ (184,776) $ (154,094)
Decrease in fair value of Private Placement Warrants (29,899) (31,320) — (4,140)
Net loss attributable to common stockholders - diluted $ (52,435) $ (47,505) $ (184,776) $ (158,234)
Denominator:
Weighted-average shares outstanding used in computing net loss
per share of common stock, basic 176,680,578 159,829,716 172,393,869 157,559,138
Dilutive effect of Private Placement Warrants 191,804 1,541,701 — 701,255
Weighted-average shares outstanding used in computing net loss
per share of common stock, diluted 176,872,382 161,371,417 172,393,869 158,260,393
Net loss per share of common stock:
Basic $ 0.13) $ 0.10) $ (1.07) $ (0.98)
Diluted $ 0.30) $ 0.29) $ @.07) $ (1.00)
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The following table discloses shares of the securities that were not included in the diluted EPS calculation above because they are anti-dilutive for the
periods presented above.

Quarters Ended Fiscal Years-to-Date Ended
September 29, 2024 October 1, 2023 September 29, 2024 October 1, 2023

Stock options outstanding 1,835,751 3,075,138 1,835,751 3,075,138
Restricted stock units and performance restricted stock units

outstanding 15,126,611 12,602,239 15,126,611 12,602,239
Assumed conversion of Convertible Senior Notes 11,053,800 11,053,800 11,053,800 6,608,868
Private Placement Warrants outstanding — — 5,500,000 —
Employee stock purchase plan estimated shares 229,671 243,474 229,671 243,474

Note 11. Stock-based Compensation

We issue equity awards to our employees and non-employees in the form of stock options, restricted stock units (“RSUs") and performance based
RSUs (“PRSUs"). Additionally, we also offer an employee stock purchase plan (“ESPP”) to our eligible employees. We use Black-Scholes option pricing
model to value our stock options granted and the estimated shares to be purchased under the ESPP. For both RSUs and PRSUs, we use our common
stock price, which is the last reported sales price on the grant date to value those securities.

In general, we recognize stock-based compensation expense on a straight-line basis over the requisite service period and records forfeitures as they
occur. For PRSUs, we use the graded vesting method to calculate the stock-based compensation expense. At each reporting period, we would recognize
and adjust the stock-based compensation expense based on its probability assessment in meeting its PRSUs' performance conditions.

Stock-based Compensation Expense

The following table summarizes the total stock-based compensation expense, by operating expense category, recognized in the Condensed
Consolidated Statements of Operations for the periods presented below (in thousands).

Quarters Ended Fiscal Years-to-Date Ended

September 29, 2024 October 1, 2023 September 29, 2024 October 1, 2023

Cost of revenue $ 101 $ 2,396 $ 196 $ 5,001
Research and development 5,914 4,949 19,771 22,072
Selling, general and administrative () 10,707 5,929 27,447 30,400
Restructuring cost 111 359 1,216 359
Total stock-based compensation expense $ 16,833 $ 13,633 $ 48,630 $ 57,832

1) During the quarter ended June 30, 2024, we engaged a consulting company for its services and issued RSUs in exchange for its services. In
connection with this service agreement, we recorded approximately $4.4 million and $9.1 million of stock-based compensation expense for the quarter
and fiscal year-to-date ended September 29, 2024, respectively.

For the fiscal years-to-date ended September 29, 2024 and October 1, 2023, we capitalized $ 2.4 million and $0.8 million, respectively, of stock-based
compensation as property and equipment, net on the Condensed Consolidated Balance Sheet. There was no recognized tax benefit related to stock-based
compensation for the periods presented. In
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addition, we accrued an immaterial amount of bonus to be settled in equity awards as accrued compensation on the Condensed Consolidated Balance
Sheet as of September 29, 2024.

As of September 29, 2024, there was approximately $ 123.5 million of total unrecognized stock-based compensation expense related to unvested equity
awards, which are expected to be recognized over a weighted-average period of 3.2 years. As of September 29, 2024, there was approximately $ 0.5 million
of total unrecognized stock-based compensation related to the ESPP, which is expected to be recognized over a period of 1.1 years.

Equity Award Modification

In connection with the 2024 Restructuring Plan (as defined in Note 12 “Restructuring Costs”), there was one equity award modification, which
accelerated the vesting condition of a former executive’s RSUs as a part of his consulting and separation agreement. During the third quarter of 2024, we
recognized an immaterial amount of stock-based compensation expense related to the equity modifications. For the fiscal year-to-date ended September 29,
2024, we recognized $1.3 million of stock-based compensation expense related to the modifications.

For the quarter ended October 1, 2023, there was no equity award modification. For the fiscal year-to-date ended October 1, 2023, we recognized
$21.1 million of stock-based compensation expense related to the modifications in connection with the retirement or resignation of several of our former
officers and executives, which impacted the vesting conditions as the term of equity award exercise period was extended and certain of the equity awards
were accelerated and vested immediately.

Stock Option Activity

The following table summarizes stock option activities for the fiscal year-to-date ended September 29, 2024 (in thousands, except share and per share
amount).

Weighted
Weighted Average
Number of Average Remaining Aggregate
Options Exercise Contractual Intrinsic
Outstanding Price Life (Years) Value M@
Balances as of January 1, 2024 2,615,199 $ 9.71
Exercised (553,042) 7.82 $ 3,631
Forfeited (226,406) 11.46
Balances as of September 29, 2024 1,835,751 ¢ 10.06 6.6 $ 823
(1) The intrinsic value of options exercised is based upon the value of our stock at exercise.
@ The aggregate intrinsic value of the stock options outstanding as of September 29, 2024 represents the value of our closing stock price at .55 on the last trading

day of the quarter ended September 29, 2024 in excess of the exercise price multiplied by the number of options outstanding.

Unvested early exercised stock options which are subject to repurchase by us are not considered participating securities as those shares do not have
non-forfeitable rights to dividends or dividend equivalents. Unvested early exercised stock options are not considered outstanding for purposes of the
weighted average outstanding share calculation until they vest.

Early Exercise of Options

As of September 29, 2024, 91,620 shares remained subject to our right of repurchase as a result of early exercised stock options. The remaining
liability related to early exercised shares as of September 29, 2024 was immaterial and was recorded in other current and non-current liabilities in the
Condensed Consolidated Balance Sheet.
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Restricted Stock Unit and Performance Restricted Stock Unit Activities

The following table summarizes RSUs and PRSUs activities for the fiscal year-to-date ended September 29, 2024 (in thousands, except share and per
share amount).

RSUs PRSUs
Number of Weighted Average Number of Weighted Average
Shares Grant Date Fair Shares Grant Date Fair
Outstanding Value Outstanding Value

Issued and unvested shares balances as of January 1, 2024 10,893,271 $ 11.58 531,469 $ 13.16
Granted 11,297,839 7.99 2,505,023 7.39
Vested (5,505,400) 9.20 (63,298) 13.41
Forfeited (3,847,380) 11.11 (684,913) 10.24
Issued and unvested shares outstanding as of September
29, 2024 12,838,330 ¢ 9.58 2,288,281 ¢ 7.67

Note 12. Restructuring Costs

2024 Restructuring Plan

In May 2024, our Board of Directors approved a restructuring plan (the “2024 Restructuring Plan”) designed to reduce operating costs and support the
Company’s strategic goals. As part of the 2024 Restructuring Plan, we relocated our manufacturing operations from our Fab1 facility in Fremont, California
to Malaysia, resulting in a plan of workforce reduction in the U.S, as well as long-lived asset disposals related to Fabl. Currently, we expect the 2024
Restructuring Plan to be substantially complete by the end of 2024.

In connection with the 2024 Restructuring Plan, we recorded estimated pre-tax restructuring and related charges of $ 3.7 million and $41.8 million for the
quarter ended and fiscal year-to-date ended September 29, 2024, respectively. These restructuring costs were reflected in Restructuring cost in the
Condensed Consolidated Statements of Operations.

The restructuring costs for the fiscal year-to-date ended September 29, 2024 included non-cash charges of $ 38.2 million of loss on disposals of Fabl
long-lived asset in Fremont, California and $1.2 million of stock-based compensation expense, and cash charges of $ 1.6 million of severance and
termination benefits and $0.8 million of other charges. We may incur additional restructuring charges and costs in the fourth quarter of 2024.

During the third quarter of 2024, we paid $ 1.2 million of cash costs related to the restructuring costs. As of September 29, 2024, we had $ 1.1 million of
the restructuring liability, which was included in Other current liability on the Condensed Consolidated Balance Sheets.

2023 Restructuring Plan

On October 3, 2023, we announced a strategic realignment (the “2023 Restructuring Plan”) of our first production line (“Fabl”) in Fremont designed to
refocus the facility from a manufacturing hub to our “Center for Innovation,” focused on new product development, including a plan of workforce reduction.

In connection with the 2023 Restructuring Plan, we recorded approximately $ 3.0 million of restructuring costs for the quarter and fiscal year-to-date
ended October 1, 2023, which consisted of severance, termination benefits, stock-based compensation expense and inventory costs. These restructuring
costs were reflected in Restructuring cost in the Condensed Consolidated Statements of Operations. As of October 1, 2023, we did not pay any of the
restructuring costs and had $2.1 million of the restructuring liability was included in Accrued compensation on the Condensed Consolidated Balance Sheet.
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Note 13. Variable Interest Entity

On July 26, 2023, we entered into a manufacturing agreement (the “Agreement”) with YBS International Berhad (“YBS”). We concluded that Orifast
Solution Sdn Bhd (“OSSB”), a subsidiary of YBS, is considered a VIE and we are the primary beneficiary of OSSB based on certain assumptions and
judgments made by us. In accordance with GAAP, we consolidate 100% of OSSB’s financials. During the quarter and fiscal year-to-date ended September
29, 2024, OSSB had immaterial operating activities. As of September 29, 2024, we did not have an equity investment in OSSB.

OSSB entered into a $70.0 million of foreign currency term loan agreement (the “Term Loan”) with OCBC Bank (Malaysia) Berhad (“OCBC") in July
2023, for the purpose of financing its manufacturing operations. The Term Loan is expected to be repaid within five years. On September 13, 2023, we
entered into a cash deposit agreement with OCBC to collateralize the Term Loan.

As of September 29, 2024, we had no outstanding balance on the Term Loan and we had not made any deposits to OCBC for collateralization. We
invested $70.0 million on deposit in an interest-bearing account with OCBC as of September 29, 2024 .

Note 14. Related Party

Employment Relationship

As of September 29, 2024, we employed one family member of our Chief Executive Officer, who assists with sales in North America.

Affiliate Notes

On April 20, 2023, we issued $ 172.5 million aggregate principal amount of Convertible Senior Notes, which included $ 10.0 million principal amount of
the Affiliate Notes that were issued to an entity affiliated with Thurman John “T.J.” Rodgers, our Chairman, in a concurrent private placement. The Affiliate
Notes were recorded in Long-term debt, net on our Condensed Consolidated Balance Sheets. For the quarter and fiscal year-to-date ended September 29,
2024, we recorded $0.1 million and $0.2 million, respectively, of interest expense related to the Affiliate Notes in our Condensed Consolidated Statements of
Operations. For the quarter and fiscal year-to-date ended October 1, 2023, we recorded $0.1 million of interest expense related to the Affiliate Notes in our
Condensed Consolidated Statements of Operations. See Note 8 “Borrowings” for more information.

Note 15. Subsequent Event

On October 29, 2024, we entered into an amendment (the “Amendment”) to the Agreement with YBS dated July 26, 2023 in which Enovix and YBS
agreed to share responsibility for the Gen2 Line 1 equipment and facilitization costs. Pursuant to the terms of the initial Agreement, we contributed 30% of
the initial investment and YBS had the obligation to finance the remaining 70%. Pursuant to the Amendment, Enovix shall be fully responsible for the initial
investment of $100.0 million for the Gen2 Line 1 equipment and facilitization costs at 100% instead of 30%. YBS shall be fully responsible for obtaining and
managing its working capital requirements to fulfill its obligations to provide manufacturing services to us, including direct and indirect materials, direct labor
utilities and repair and maintenance. As a part of the Amendment, YBS shall purchase the tooling and fixtures for manufacturing of the products as designed
by Enovix.

Pricing under the Agreement is set on a cost-plus basis and we are subject to a minimum commitment pursuant to the Agreement, which provisions
were modified under the terms of the Amendment. The Agreement has an initial ten-year term with eight years and nine months remaining as of October
2024, which will automatically renew for one successive five-year period unless earlier terminated.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis provide information that the management of Enovix Corporation (referred as to “we,” “us,” “our” and “Enovix”)
believes is relevant to an assessment and understanding of Enovix’s condensed consolidated results of operations and financial condition as of September
29, 2024 and for the quarter and fiscal year-to-date ended September 29, 2024 and should be read together with the condensed consolidated financial
statements that are included elsewhere in this Quarterly Report on Form 10-Q. This discussion and analysis contain forward-looking statements based upon
our current expectations, estimates and projections that involve risks and uncertainties. Actual results and timing of selected events may differ materially
from those anticipated in these forward-looking statements as a result of various factors, including those set forth in the section titled “Risk Factors” and
elsewhere in this Quarterly Report on Form 10-Q.

Business Overview

Enovix Corporation is on a mission to deliver high-performance batteries that unlock the full potential of technology products. Everything from Internet-
of-Things (“loT”), mobile, and computing devices, to the vehicle you drive, needs a better battery. Enovix partners with original equipment manufacturers
(“OEMSs") worldwide to usher in a new era of user experiences. Our innovative, materials-agnostic approach to building a higher performing battery without
compromising safety keeps us flexible and on the cutting-edge of battery technology innovation.

Enovix is headquartered in Silicon Valley with facilities in India, South Korea and Malaysia.

Key Trends, Opportunities and Uncertainties

We generate revenue from the sale of (a) lithium-ion batteries and battery pack products (“Product Revenue”) and (b) engineering revenue contracts
(“Service Revenue”) for the development of lithium-ion battery technology. Our performance and future success depend on several factors that present
significant opportunities, but also pose risks and challenges as described in the section titled “Risk Factors” included elsewhere in this Quarterly Report on
Form 10-Q.

Q3 2024 Highlights:

Following is a summary of the activities in the third quarter of 2024:

* InJuly 2024, we signed a collaboration agreement with a Fortune 200 company to provide silicon batteries for a fast-growing loT product category.

e In July 2024, we signed a non-binding Memorandum of Understanding with a high-performance, global automotive OEM aimed at scaling the
Enovix cell architecture for the EV market.

* In August 2024, we formally opened our high-volume production facility (“Fab2”) in Penang, Malaysia and invited stakeholders to tour the facility.
We subsequently commenced shipping batteries to customers from our Agility Line and expect to complete Site Acceptance Testing (“SAT") of our
second generation (“Gen2”") high-volume manufacturing line (“High-Volume Line”") by the end of 2024.

* In September 2024, we achieved UN38.3 certification for our EX-1M product, marking a critical milestone for market entry.

Product Development

We have developed and delivered standardized sample (i.e., prototype) silicon anode lithium-ion batteries to multiple, industry leading consumer
electronics manufacturers with energy densities higher than industry standard batteries of similar size. “Energy density” is measured as the product of the
power a battery puts out in watts times the number of hours the battery can put out that power, divided by the volume (size) of the battery measured in
liters. The units of energy density are thus watt-hours per liter or Wh/I. Additionally, we estimate that our batteries can deliver higher storage capacity
(measured in milliampere-hour, or mAh) compared to industry standard batteries of similar size.

Our product development strategy is tightly aligned with the goals of meeting the market needs of higher energy density, cycle life, and fast charge
while delivering breakthroughs in safety.

In the fourth quarter of 2023, we added a conventional lithium-ion battery business through the acquisition of Routejade, Inc. (“Routejade”). The product
portfolio of our conventional battery business is targeted at end markets such as wearables, hearables, medical, industrial, and military applications. Our
product strategy with this business is to increase energy density by using small blends of silicon in the anode.
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In addition to the R&D headcount growth in Korea from our Routejade acquisition, we grew our core R&D team significantly in 2023. Our lab in India is
focused on evaluating next-generation battery materials for future technology nodes and battery modeling. We anticipate that our R&D team in Malaysia will
be double by the end of fiscal 2024.

Commercialization

We approach our commercialization strategy by identifying customer requirements and determining where our battery architecture will offer the greatest
value. In 2023, we added a product management team to interface with customers, collect these requirements, and feed these learnings into our technology
roadmap. In 2024, we added a product design team in Penang, Malaysia to support our high-volume manufacturing lines in meeting customer product
requirements.

Prior to 2023, our go-to-market strategy was to sample many customers across a broad set of end markets with a standard size battery while selectively
considering customized batteries by size for certain customers. This is referred to as a horizontal business strategy. In 2023, we shifted our go-to-market
strategy to a vertical business strategy based on our determination that it is more efficient to work with a smaller number of large customers and build highly
customized batteries to their needs. With the shift to a vertical business strategy, we have put a particular emphasis on the largest end markets for portable
electronics batteries such as smartphones and computing devices, and in 2024, have made progress with securing development and collaboration
agreements with potential customers in the portable electronics market. We are also exploring incremental growth opportunities in the conventional battery
business, with allied military customers, among other markets.

Market Focus and Expansion Strategy

Within the portable electronics market, we have simplified our market focus to three categories: 10T (wearables, AR/VR, medical, industrial, power tools,
etc.), Mobile (smartphones, land mobile radios, enterprise devices, etc.), and Computing (laptops, tablets).

We believe focusing on these categories ahead of electric vehicles (“EVs”) is the right strategy for an advanced battery company because of the
economic and time-to-market advantages. Entering the EV battery market requires billions of dollars of capital to build Gigafactories, offers lower prices per
kwh than mobile electronics and demands long qualification cycles. We believe the best approach is to start in premium markets where we can leverage
our differentiated technology and solidify our manufacturing process while driving toward profitability. At the same time, we are seeding our entry into the EV
battery market by sampling batteries to EV OEMs and continuing work on our three-year grant with the U.S. Department of Energy to demonstrate batteries
featuring our silicon anode paired with EV-class cathode materials. Our goal is to translate this work into partnerships (e.g., joint ventures or licensing) with
EV OEMs or battery OEMSs in order to commercialize our technology in this end market. We have entered into agreements with two major automakers to
develop customized products for the EV battery market. In the fourth quarter of 2024, we expect to complete our first milestone pursuant to the agreement
with one of the major automakers in the EV market, which is a major milestone in our efforts to enter and grow within the EV market. In 2025, we plan to
focus on expanding these relationships, leveraging a capital-efficient, licensing-based business model that aligns with the long-term scalability of our
technology.

Access to Capital

Assuming we experience no significant delays in the research and development and manufacture of our battery nor any deterioration in capital
efficiency, we believe we will meet longer-term expected future cash requirements and obligations through a combination of available cash, cash
equivalents and future debt financings, projected revenues and access to other public or private equity offerings as well as potential strategic arrangements.

Regulatory Landscape

We operate in an industry that is subject to many established environmental regulations, which have generally become more stringent over time,
particularly in hazardous waste generation and disposal and pollution control. Potential regulations, if adopted, could result in additional operating costs
associated with compliance.
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Components of Results of Operations

Revenue

In 2022, we began to generate revenue from our planned principal business activities and, in October 2023, we acquired Routejade, an electrode
coating and battery pack manufacturer for customers worldwide. We recognize revenue within the scope of Accounting Standards Codification (“ASC”") 606,
Revenue from Contracts with Customers. We generate revenue from our Product Revenue and Service Revenue for the development of lithium-ion battery
technology.

Our Product Revenue is primarily generated from selling lithium-ion batteries or battery packs to commercial customers and military contractors. Product
Revenue is recognized once we have satisfied the performance obligations as defined in the sales agreement, which is generally satisfied upon transfer of
control of goods. Control is transferred upon delivery for our products. For certain customized products with customer acceptance criteria specified in the
sales agreement, the performance obligations is generally satisfied upon our customer’s acceptance. Payment terms can vary depending on the contract
and it is generally required within 90 days or less from the delivery date or the acceptance date of our product. The amounts of revenue recognized reflects
the consideration for the product sold.

Service Revenue contracts generally include the design and development efforts to conform our existing battery technology with customers’ required
specifications. Consideration for Service Revenue contracts generally become payable when we meet specific contractual milestones, which include the
design and approval of custom cells, procurement of fabrication tooling to meet the customer’s specifications, and fabrication and delivery of custom cells
from our pilot production line. Within the existing Service Revenue contracts, the amount of consideration is fixed, the contracts contain a single
performance obligation, and revenue is recognized at the point in time the final milestone is met (i.e., a final working prototype meeting all required
specifications) and the customer obtains control of the deliverable.

Cost of Revenue

Cost of revenue includes materials, labor, depreciation and amortization expense, inventory, freight costs and other direct costs related to manufacturing
our products and service contracts. Labor consists of personnel-related expenses such as salaries and benefits, and stock-based compensation. We
anticipate that cost of revenue will continue to increase as we optimize and bring-up our production line.

Our inventory is stated at the lower of cost or net realizable value (“NRV”) on a first-in and first-out basis. Determining net realizable value of finished
goods and work in process inventories involves projecting average selling prices. When the estimated net realizable values are below the manufacturing
costs, a charge to cost of revenue is recorded.

Capitalization of certain costs are recognized as an asset if they relate directly to a customer contract, generate or enhance resources of the entity that
will be used in satisfying future performance obligations, and are expected to be recovered. If these three criteria are not met, the costs are expensed in the
period incurred. Deferred costs are recognized as cost of revenue in the period when the related revenue is recognized.

Operating Expenses

Research and Development Expenses

Research and development expenses consist of engineering services, allocated facilities costs, depreciation, development expenses, materials, labor
and stock-based compensation related primarily to our (i) technology development, (ii) design, construction, and testing of preproduction prototypes and
models, and (iii) certain costs related to the design, construction and operation of our pilot plant that are not of a scale economically feasible to us for
commercial production. Research and development costs are expensed as incurred.

To date, research and development expenses have consisted primarily of personnel-related expenses for scientists, experienced engineers and
technicians as well as costs associated with the expansion and ramp up of our engineering and manufacturing facility, including the material and supplies to
support the product development and process engineering efforts. As we ramp up our engineering operations to complete the development of batteries and
required process engineering to meet customer specifications, we anticipate that research and development expenses will continue to increase for the
foreseeable future as we expand hiring of scientists, engineers and technicians and continue to invest in additional plant and equipment for product
development, building prototypes and testing of batteries. We established a
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research and development center in India that focuses on developing machine learning algorithms. We also established an operations team in Malaysia.

Selling, General and Administrative Expenses

Selling, general and administrative expenses consist of personnel-related expenses, marketing expenses, allocated facilities expenses, depreciation
expenses, travel expenses, acquisition costs, and professional services expenses, including legal, human resources, audit, accounting and tax-related
services. Personnel related costs consist of salaries, benefits and stock-based compensation. Facilities costs consist of rent and maintenance of facilities.

We are expanding our personnel headcount to support the ramping up of commercial manufacturing. Accordingly, we expect our selling, general and
administrative expenses to increase significantly in the near term and for the foreseeable future.

Impairment of Equipment and Restructuring Cost
Impairment of equipment results from our disposal of machinery and equipment that were identified to have no future or alternative usage.

Restructuring cost resulted from the 2024 Restructuring Plan approved in May 2024 and the relocation of our Fabl manufacturing operations from
Fremont, California to Malaysia. The 2024 Restructuring Plan also included a workforce reduction and disposals of our long-lived assets located in Fremont.
Please refer to Note 12 “Restructuring Costs” of the notes to our condensed consolidated financial statements in Part I, Item 1 of this Quarterly Report on
Form 10-Q for further details.

Other Income (Expense)

Other income and expense primarily consists of dividends, interest income, interest expense, foreign currency transaction gain or loss and fair value
adjustments for outstanding common stock warrants.

Income Tax Expense (Benefit)

Our income tax provision consists of an estimate for U.S. federal, state and foreign income taxes based on enacted rates, as adjusted for allowable
credits, deductions, uncertain tax positions, changes in deferred tax assets and liabilities, and changes in the tax law. We maintain a valuation allowance
against the full value of our U.S. and state net deferred tax assets because we believe the recoverability of the tax assets is not more likely than not. Since
our acquisition of Routejade and our establishment of operations in Malaysia, we became subject to taxation based on the foreign statutory rates in the
countries where the sales or income took place.
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Results of Operations

Comparison of Quarter Ended September 29, 2024 to Prior Year's Quarter Ended October 1, 2023

The following table sets forth our condensed consolidated operating results for the periods presented below (in thousands):

Quarters Ended

September 29, 2024  October 1, 2023 Change ($) % Change
Revenue $ 4317 $ 200 $ 4,117 N/M
Cost of revenue 4,959 16,809 (11,850) (70) %
Gross margin (642) (16,609) 15,967 (96) %
Operating expenses:
Research and development 24,220 13,508 10,712 79 %
Selling, general and administrative 20,744 17,245 3,499 20 %
Restructuring cost 3,661 3,021 640 21 %
Total operating expenses 48,625 33,774 14,851 44 %
Loss from operations (49,267) (50,383) 1,116 2) %
Other income (expense):
Change in fair value of common stock warrants 29,899 31,320 (2,421) 5) %
Interest income 2,859 4,326 (1,467) (34) %
Interest expense (2,718) (2,557) (161) 10 %
Other income (expense), net (2,217) 109 (2,326) N/M
Total other income, net 28,823 34,198 (5,375) (16) %
Income tax expense 2,194 — 2,194 N/M
Net loss $ (22,638) $ (16,185) $ (6,453) 40 %

N/M — Not meaningful
Revenue

Revenue for the quarter ended September 29, 2024 was $4.3 million, which primarily resulted from our product shipments, including $1.4 million to a
South Korea military contractor. Revenue for the quarter ended October 1, 2023 was immaterial.

As of September 29, 2024 and December 31, 2023, we had $10.0 million and $10.5 million of deferred revenue on our Condensed Consolidated
Balance Sheets, respectively.

Cost of Revenue

Cost of revenue for the quarter ended September 29, 2024 was $5.0 million, compared to $16.8 million during the quarter ended October 1, 2023. The
decrease in cost of revenue of $11.9 million, or 70%, was primarily attributable to the fact that there was no production generated from Fabl and Fab2
during the third quarter of 2024, as well as we ceased our manufacturing operations in Fabl and shifted it to Fab2 in Malaysia. Accordingly, no cost of
revenue associated with Fabl and Fab2 was recorded in the third quarter of 2024. This decrease was partially offset by $4.8 million of manufacturing costs
associated with the revenue recognized in the third quarter of 2024.

As of both September 29, 2024 and December 31, 2023, we had $0.8 million of deferred contract costs on our Condensed Consolidated Balance
Sheets.

Research and Development Expenses

Research and development (“R&D”) expenses for the quarter ended September 29, 2024 were $24.2 million, compared to $13.5 million during the
quarter ended October 1, 2023. The increase of $10.7 million, or 79%, was primarily attributable to $7.6 million of overhead costs being recorded as R&D
expenses (previously recorded as cost of
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revenue) as there was no production generated from both Fabl and Fab2 in the third quarter of 2024. In addition, there was a $2.3 million net increase in
salaries, employee benefits and stock-based compensation expense due to an increase in headcount in Asia, a $1.5 million increase in technology and
facilities costs with new office locations, a $1.5 million increase in material costs for factory acceptance and site acceptance testings and increases in other
miscellaneous expenses. These increases were partially offset by a one-time severance, benefits and stock-based compensation expense of $1.7 million in
the third quarter of 2023 and a $1.2 million decrease in salaries, employee benefits and stock-based compensation expense in U.S. mainly due to the 2024
Restructuring Plan in the third quarter of 2024.

Selling,_ General and Administrative Expenses

Selling, general and administrative expenses for the quarter ended September 29, 2024 were $20.7 million, compared to $17.2 million during the
quarter ended October 1, 2023. The increase of $3.5 million, or 20%, was primarily attributable to a $4.8 million increase of stock-based compensation
expense, a $0.9 million increase in salaries and benefits due to increased headcount in Asia, and a $0.8 million increase of intangible amortization for the
acquired intangible assets from the acquisition of Routejade and increases in other miscellaneous expenses. These increases were partially offset by a one-
time severance, benefits and stock-based compensation expense of $2.1 million in connection with the resignation of our former Chief Financial Officer
(“CFQO”) in the third quarter of 2023 and a $1.1 million of acquisition costs incurred for the acquisition of Routejade.

Restructuring Cost

In May 2024, we initiated the 2024 Restructuring Plan to relocate our Fabl manufacturing operations in Fremont, California to Malaysia. For the quarter
ended September 29, 2024, we recorded additional pre-tax restructuring charges of $3.7 million, which primarily consisted of non-cash charges of $3.1
million of loss on disposals of Fabl long-lived assets in Fremont and $0.2 million of other charges.

On October 3, 2023, we had a strategic realignment (“2023 Restructuring Plan”) of our Fabl in Fremont, including a restructuring plan with workforce
reduction. We recorded $3.0 million of restructuring costs during the quarter ended October 1, 2023, which consisted of $2.4 million of severance and
termination benefits and stock-based compensation expense and $0.6 million of inventory costs.

Other income (expense), net

Other expense, net for the quarter ended September 29, 2024 was $2.2 million, which primarily consists foreign currency loss and it was mainly due to
the strengthening of Malaysian ringgits to US dollars.

Income Tax Expense

Income tax benefit for the quarter ended September 29, 2024 was $2.2 million, which was calculated based on the estimated annualized effective tax
rate and was due to the income tax in foreign jurisdictions. There was no income tax expense for the same period last year.

33



Table of Contents

Comparison of Fiscal Year-to-date Ended September 29, 2024 to Prior Fiscal Year-to-date Ended October 1, 2023

The following table sets forth our condensed consolidated operating results for the periods presented below (in thousands):

Fiscal Years-to-Date Ended

September 29,
2024 October 1, 2023 Change ($) % Change
Revenue $ 13,357 $ 263 $ 13,094 N/M
Cost of revenue 16,454 43,292 (26,838) (62) %
Gross margin (3,097) (43,029) 39,932 (93) %
Operating expenses:
Research and development 102,073 53,810 48,263 90 %
Selling, general and administrative 61,176 61,207 (31) — %
Impairment of equipment — 4,411 (4,411) N/M
Restructuring cost 41,807 3,021 38,786 N/M
Total operating expenses 205,056 122,449 82,607 67 %
Loss from operations (208,153) (165,478) (42,675) 26 %
Other income (expense):
Change in fair value of common stock warrants 17,359 4,140 13,219 N/M
Interest income 9,745 9,942 (297) (2) %
Interest expense (5,068) (2,827) (2,241) 79 %
Other income (expense), net (2,509) 129 (2,638) N/M
Total other income, net 20,527 11,384 9,143 80 %
Income tax benefit (2,544) — (2,544) N/M
Net loss $ (185,082) $ (154,094) (30,988) 20 %

N/M — Not meaningful
Revenue

Revenue for the fiscal year-to-date ended September 29, 2024 was $13.4 million, which primarily resulted from our product shipments, including
$4.5 million to a South Korea military contractor. Revenue for the fiscal year-to-date ended October 1, 2023 was immaterial.

As of September 29, 2024 and December 31, 2023, we had $10.0 million and $10.5 million of deferred revenue on our Condensed Consolidated
Balance Sheets.

Cost of Revenue

Cost of revenue for the fiscal year-to-date ended September 29, 2024 was $16.5 million, compared to $43.3 million during the prior fiscal year-to-date
ended October 1, 2023. The decrease in cost of revenue of $26.8 million, or 62%, was primarily attributable to the fact that there was no production
generated from Fabl and Fab2 during the fiscal year-to-date ended September 29, 2024. In the third quarter of 2024, we ceased our Fabl manufacturing
operations and shifted it to Fab2 in Malaysia. Accordingly, no cost of revenue associated with Fabl and Fab2 was recorded during the fiscal year-to-date
ended September 29, 2024. This decrease was partially offset by a one-time inventory step-up amortization of $1.9 million in the current year related to the
acquisition of Routejade and $13.8 million of manufacturing costs associated with the revenue recognized for the fiscal year-to-date ended September 29,
2024.

As of both September 29, 2024 and December 31, 2023, we had $0.8 million of deferred contract costs on our Condensed Consolidated Balance
Sheets.
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Research and Development Expenses

Research and development expenses for the fiscal year-to-date ended September 29, 2024 were $102.1 million, compared to $53.8 million during the
prior fiscal year-to-date ended October 1, 2023. The increase of $48.3 million, or 90%, was primarily attributable to $24.7 million increase in depreciation
expense, which included a $18.3 million of accelerated deprecation in connection with the strategic realignment in October 2023, and $14.4 million of
overhead costs being recorded as R&D expenses (previously recorded as cost of revenue) as a result of Fabl became a R&D focus center in 2024 and
there were no production generated from Fabl and Fab2. In addition, there were a $6.5 million increase in salaries and employee benefits due to an
increase in headcount in Asia, a $5.3 million increase in material costs, a $5.1 million increase in technology and facilities costs with new office locations, a
$1.2 million increase in utilities, a $1.2 million increase of intangible amortization for the acquired technology from the acquisition of Routejade and
increases in professional fees and other costs. These increases were partially offset by a one-time severance, benefits and stock-based compensation
expense of $10.6 million in connection with the departures of certain executives and senior management in 2023.

Selling, General and Administrative Expenses

Selling, general and administrative expenses for both fiscal years-to-date periods ended September 29, 2024 and October 1, 2023 were $61.2 million.
Although the level of selling, general and administrative expenses remained the same, we had the following increases for the fiscal year-to-date ended
September 29, 2024: a $13.0 million increase in stock-based compensation expense, a $3.0 million increase in salaries, benefits and stock-based
compensation due to increased headcount in Asia, a $2.3 million increase of intangible amortization for the acquired intangible assets from the acquisition of
Routejade, and a $1.2 million increase in facilities costs and increases in technology costs and professional fees, which were partially offset by one-time
expenses in the corresponding period in 2023, including a one-time severance, benefits and stock-based compensation expense of $17.9 million in
connection with the departures of our former officers and certain executives and $1.1 million of acquisition costs incurred for the acquisition of Routejade.

Impairment of Equipment

There was no impairment of equipment recorded for the fiscal year-to-date ended September 29, 2024, while we recorded $4.4 million of impairment
charges in the same period last year. See Note 5 “Property and Equipment” for more information.

Restructuring Cost

In May 2024, we initiated the 2024 Restructuring Plan to relocate our Fabl manufacturing operations in Fremont, California to Malaysia. As a result, we
recorded pre-tax restructuring charges of $41.8 million, which consisted of non-cash charges of $38.2 million of loss on disposals of Fabl long-lived assets
located in Fremont and $1.2 million of stock-based compensation expense, and cash charges of $1.6 million of severance and termination benefits and
$0.8 million of other charges.

On October 3, 2023, we had the 2023 Restructuring Plan and recorded $3.0 million of restructuring costs during the fiscal year-to-date ended October 1,
2023, which consisted of $2.4 million of severance and termination benefits and stock-based compensation expense and $0.6 million of inventory costs.

Change in Fair Value of Common Stock Warrants

The change in fair value of common stock warrants of $17.4 million for the fiscal year-to-date ended September 29, 2024 was attributable to a decrease
in the fair value of the 5,500,000 Private Placement Warrants. The decrease in fair value of Private Placement Warrants was primarily due to a decrease in
our common stock price during the year.

The change in fair value of common stock warrants of $4.1 million for the fiscal year-to-date ended October 1, 2023 was attributable to a decrease in the
fair value of the Private Placement Warrants. The decrease in fair value of Private Placement Warrants was primarily due to an increase in our common
stock price during 2023.

Interest Expense

Interest expense for the fiscal year-to-date ended September 29, 2024 was $5.1 million, compared to $2.8 million for the fiscal year-to-date ended
October 1, 2023. The increase of $2.2 million, or 79%, was primarily attributable to the fact that the Convertible Senior Notes were issued in April 2023.
Accordingly, we recognized nine months of interest
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expense in the current year as compared to approximately 5.5 months of interest expense recognized for the fiscal year-to-date ended October 1, 2023.
Income Tax Benefit

Income tax benefit for the fiscal year-to-date ended September 29, 2024 was $2.5 million, which was calculated based on the estimated annualized
effective tax rate and was due to the income tax benefit in foreign jurisdictions. There was no income tax benefit for the same period last year.

Liquidity and Capital Resources

We have incurred operating losses and negative cash flows from operations since inception through September 29, 2024 and expect to incur operating
losses for the foreseeable future. As of September 29, 2024, we had cash, cash equivalents, restricted cash, and short-term investments of $202.9 million,
working capital of $164.5 million and an accumulated deficit of $783.6 million. For the fiscal year-to-date ended September 29, 2024, we received net
proceeds of $40.0 million from the issuance of our common stock under our ATM facility.

Material Cash Requirements

As of September 29, 2024, we had cash, cash equivalents, restricted cash, and short-term investments of $202.9 million. We use cash to fund
operations, meet working capital requirements and fund our capital expenditures. For the remainder of fiscal year 2024, we expect that our spending in cost
of revenues and operating expenses will continue to increase as we ramp up our operations.

For the fiscal year-to-date ended September 29, 2024, we used $59.8 million of our cash to fund our acquisitions of property and equipment. We will
continue to increase our property and equipment purchases in the near future to support the build-out of our manufacturing facilities and our battery
manufacturing production. For more information regarding our purchase commitments, please see the contractual obligations and commitments section
below.

Based on the anticipated spending and timing of expenditures, we currently expect that our cash will be sufficient to meet our funding requirements over
the next twelve months from the date this Quarterly Report on Form 10-Q is filed. We believe we will meet longer-term expected future cash requirements
and obligations through a combination of available cash, cash equivalents and future debt financings, projected revenues and access to other public or
private equity offerings as well as potential strategic arrangements. We have made our estimates on historical experience and various other relevant factors
and we believe that they are reasonable. Actual results may differ from our estimates, and we could utilize our available capital resources sooner than we
expect.

Summary of Cash Flows

The following table provides a summary of cash flow data for the periods presented below (in thousands).

Fiscal Years-to-Date Ended

September 29, 2024  October 1, 2023 Change ($)
Net cash used in operating activities $ (92,675) $ (77,408) $ (15,267)
Net cash provided by (used in) investing activities 14,979 (132,015) 146,994
Net cash provided by financing activities 44,217 157,389 (113,172)
Effect of exchange rate changes on cash, cash equivalents and restricted cash 1,303 — 1,303
Change in cash, cash equivalents, and restricted cash $ (32,176) $ (52,034) $ 19,858

Fiscal Year-to-date Ended September 29, 2024 Compared to Prior Year-to-date Ended October 1, 2023
Operating Activities

Our cash flows used in operating activities to date have been primarily comprised of cost of revenue and operating expenses. We continue to increase
hiring for employees in supporting the ramping up of commercial manufacturing. We
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expect our cash used in operating activities to increase before we start to generate any material cash inflows from commercially manufacturing and selling
our batteries.

Net cash used in operating activities was $92.7 million for the fiscal year-to-date ended September 29, 2024. Net cash used in operating activities
consists of net loss of $185.1 million, adjusted for non-cash items and the effect of changes in working capital. Non-cash adjustments primarily include the
change in fair value of the Private Placement Warrants of $17.4 million, stock-based compensation expense of $48.6 million, depreciation and amortization
expense, net of accretion of $37.4 million and impairment and disposals of Fabl long-lived assets of $38.2 million.

Net cash used in operating activities was $77.4 million for the fiscal year-to-date ended October 1, 2023. Net cash used in operating activities consists
of net loss of $154.1 million, adjusted for non-cash items and the effect of changes in working capital. Non-cash adjustments primarily include the change in
fair value of Private Placement Warrants of $4.1 million, stock-based compensation expense of $57.8 million, depreciation and amortization expense, net of
accretion of $10.0 million and impairment of equipment of $4.4 million.

Investing Activities

Our cash flows used in investing activities to date have been primarily comprised of purchases of property and equipment, as well as purchases of
short-term investments. We expect the costs to acquire property and equipment to increase as we continue to build-out and develop our battery
manufacturing production lines in Fab2. Net cash provided by investment activities was $15.0 million for the fiscal year-to-date ended September 29, 2024,
which primarily consisted of maturities of $106.6 million of short-term investments, partially offset by $59.8 million of equipment purchases and $31.8 million
of short-term investment purchases.

Net cash used by investing activities for the fiscal year-to-date ended October 1, 2023 was $132.0 million, which primarily consisted of $33.0 million of
equipment purchases and $115.7 million of short-term investment purchases, which was partially offset by maturities of $16.7 million of short-term
investments.

Financing Activities

Net cash provided by financing activities was $44.2 million for the fiscal year-to-date ended September 29, 2024, which primarily consisted of $4.6
million of gross proceeds from the loans, $40.0 million of proceeds from issuance of our common stock through an ATM offering, $4.3 million of proceeds
from the exercise of stock options to purchase our common stock and $1.1 million of proceeds from our employee stock purchase plan (‘ESPP”) to purchase
our common stock, partially offset by $5.6 million of payroll tax payments for shares withheld upon vesting of restricted stock units.

Net cash used in financing activities was $157.4 million for the fiscal year-to-date ended October 1, 2023, which was primarily consisted of $172.5
million of gross proceeds from the Convertible Senior Notes, $9.2 million of proceeds from the exercise of stock options to purchase our common stock, and
$1.2 million of proceeds from our ESPP to purchase our common stock, partially offset by $17.3 million of capped call transaction costs, $5.3 million of debt
issuance costs, and $3.0 million of payroll tax payments for shares withheld upon vesting of restricted stock units.

Contractual Obligations and Commitments

As of September 29, 2024, we had $172.5 million aggregate principal amount of 3.0% Convertible Senior Notes outstanding, which will mature on
May 1, 2028 unless earlier converted, redeemed or repurchased. Please see Note 8 “Borrowings” of the notes to our condensed consolidated financial
statements in Part | of this Quarterly Report on Form 10-Q for further information.

In connection with our manufacturing agreement with YBS International Berhad (“YBS”), we have a cash deposit agreement with OCBC Bank
(Malaysia) Berhad (“OCBC”) to collateralize $70.0 million of foreign currency term loan (the “Term Loan”) in financing for its manufacturing operations. The
Term Loan is expected to be repaid within five years. As of September 29, 2024, we had no outstanding balance of the Term Loan and we had not made
any deposits to OCBC for collateralization. As of September 29, 2024, we had $70.0 million on deposit in an interest-bearing account with OCBC. For more
information on the variable interest entity, please see Note 13 “Variable Interest Entity” of the notes to our condensed consolidated financial statements in
Part | of this Quarterly Report on Form 10-Q.

We lease our headquarters in Fremont, California and Malaysia, and offices in the Asia Pacific region. For the lease payment schedule, please see
Note 7 “Leases” of the notes to our condensed consolidated financial statements in Part | of this Quarterly Report on Form 10-Q.

We expect to enter into other commitments to support our product development, the build-out of our manufacturing facilities, and our business
development, which are generally cancellable upon notice. Additionally, from time to time,
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we enter into agreements in the normal course of business with various vendors, which are generally cancellable upon notice. Payments due upon
cancellation consist only of payments for services provided or expenses incurred, including non-cancellable obligations of service providers, up to the date
of cancellation. As of September 29, 2024, our commitments included approximately $24.6 million of our open purchase orders, including equipment
purchase orders, and contractual obligations that occurred in the ordinary course of business. For contractual obligations, please See Note 9 “Commitments
and Contingencies” of the notes to our condensed consolidated financial statements in Part | of this Quarterly Report on Form 10-Q for further information.

As of September 29, 2024, there is no outstanding balance of the Term Loan and no deposit was applied as a collateral for the Term Loan. See Note 8
“Borrowings” and Note 13 “Variable Interest Entity” of the notes to our condensed consolidated financial statements in Part | of this Quarterly Report on
Form 10-Q for further information.

Critical Accounting Policies and Estimates

The preparation of our condensed consolidated financial statements in conformity with GAAP requires our management to make estimates and
assumptions that affect the reported amounts of assets and liabilities in our consolidated financial statements and accompanying notes. We base these
estimates on historical experience and on various other assumptions that we believe are reasonable under the circumstances, the results of which form the
basis for making judgments about the carrying amounts of assets and liabilities that are not readily apparent from other sources. Actual results may differ
materially from these estimates. These estimates and assumptions include but are not limited to: depreciable lives for property and equipment, the
valuation allowance on deferred tax assets, valuation for assets and liabilities assumed in business combination, valuation of goodwill and intangible assets,
assumptions used in stock-based compensation and estimates to fair value of the Private Placement Warrants. Certain accounting policies have a more
significant impact on our condensed consolidated financial statements due to the size of the financial statement elements and prevalence of their
application.

There have been no material changes to our critical accounting policies and estimates disclosed in Part Il, tem 7 of the Annual Report on Form 10-K,
except for the additions to the accounting policies on investments as noted in Note 2 “Summary of Significant Accounting Policies” of the notes to the
condensed consolidated financial statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q.

Recent Accounting Pronouncements

See Note 2 “Summary of Significant Accounting Policies” of the notes to our condensed consolidated financial statements in Part | of this Quarterly
Report on Form 10-Q for further information.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to a variety of market and other risks, including the effects of changes in interest rates, and inflation, as well as risks to the availability of
funding sources, hazard events, and specific asset risks.

Interest Rate Risk

The market risk inherent in our financial instruments and financial position represents the potential loss arising from adverse changes in interest rates.
As of September 29, 2024, we had cash, cash equivalents, restricted cash, and short-term investments totaling $202.9 million. Our cash, cash equivalents,
and restricted cash are held in cash deposits, money market funds and U.S. treasury bills. The primary objectives of our investment activities are the
preservation of capital and the fulfillment of liquidity needs. Our short-term investments consist of highly liquid fixed-income securities and we do not enter
into investments for trading or speculative purposes. Due to the short-term nature of these instruments, we do not believe that an immediate 10% increase
or decrease in interest rates would have a material effect on the fair value of our investment portfolio.

As of September 29, 2024, we had $172.5 million of Convertible Senior Notes with an annual interest rate of 3.0%, which accounted for approximately
93% of our total debt before debt issuance costs, and the other borrowings are mostly with fixed interest rates. As such, we do not believe that we are
exposed to any material interest rate risk as a result of our borrowing activities.

Uncertain financial markets could result in a tightening in the credit markets, 