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PART I: FINANCIAL INFORMATION

Item 1. Financial Statements
RESONANT INC.
Condensed Consolidated Balance Sheets
(Unaudited)

?gf;mber 31 June 30,2018
ASSETS
CURRENT ASSETS
Cash and cash equivalents $19,524,000 $11,671,000
Accounts receivable 50,000 121,000
Prepaid expenses and other current assets 536,000 548,000
Restricted cash 100,000 —
Investments held-to-maturity — 19,475,000
TOTAL CURRENT ASSETS 20,210,000 31,815,000
PROPERTY AND EQUIPMENT
Property and equipment 3,212,000 3,446,000
Less: Accumulated depreciation and amortization (1,858,000 ) (2,180,000 )
PROPERTY AND EQUIPMENT, NET 1,354,000 1,266,000
NONCURRENT ASSETS
Intangible assets, net 1,353,000 1,361,000
Restricted cash — 211,000
Goodwill 824,000 811,000
Deferred income taxes — 11,000
Other assets 19,000 69,000
TOTAL NONCURRENT ASSETS 2,196,000 2,463,000
TOTAL ASSETS $23,760,000 $35,544,000
LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES
Accounts payable $708,000 $580,000
Accrued expenses 314,000 78,000
Accrued salaries and payroll related expenses 1,936,000 1,391,000
Deferred revenue, current 143,000 240,000
TOTAL CURRENT LIABILITIES 3,101,000 2,289,000
LONG-TERM LIABILITIES
Deferred rent 10,000 15,000
Deferred income taxes 1,000 —
TOTAL LIABILITIES 3,112,000 2,304,000
Commitments and contingencies (Note 9) 0 0
STOCKHOLDERS’ EQUITY
Common stock, $0.001 par value, 47,000,000 authorized and 19,511,276 outstanding as 20,000 27.000

of December 31, 2017, and 26,898,267 outstanding as of June 30, 2018
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Preferred stock, $0.001 par value, 3,000,000 authorized and none outstanding as of
December 31, 2017 and June 30, 2018

Additional paid-in capital 88,447,000 112,651,000
Accumulated other comprehensive loss (7,000 ) (22,000 )
Accumulated deficit (67,812,000 ) (79,416,000 )
TOTAL STOCKHOLDERS’ EQUITY 20,648,000 33,240,000
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $23,760,000 $35,544,000

See Accompanying Notes to Condensed Consolidated Financial Statements

1
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RESONANT INC.

Condensed Consolidated Statements of Comprehensive Loss

(Unaudited)

REVENUES

OPERATING EXPENSES
Research and development
General and administrative
TOTAL OPERATING EXPENSES
NET OPERATING LOSS

OTHER INCOME, NET

Interest and investment income
Other expense

TOTAL OTHER INCOME, NET

LOSS BEFORE INCOME TAXES

Provision for (benefit from) income taxes

NET LOSS

Foreign currency translation adjustment, net of tax

COMPREHENSIVE LOSS

NET LOSS PER SHARE - BASIC AND DILUTED

Three Months Ended Six Months Ended
June 30, June 30,
2017 2018 2017 2018

$220,000 $124,000 $376,000 $281,000

2,380,000 3,347,000 4,620,000 6,601,000
2,117,000 2,833,000 4,961,000 5,498,000
4,497,000 6,180,000 9,581,000 12,099,000
(4,277,000 ) (6,056,000 ) (9,205,000 ) (11,818,000 )

16,000 98,000 25,000 146,000
(1,000 ) (2,000 ) (1,000 ) (4,000 )
15,000 96,000 24,000 142,000

(4,262,000 ) (5,960,000 ) (9,181,000 ) (11,676,000 )
1,000 (8,000 ) (24,000 ) (8,000 )
$(4,263,000) $(5,952,000) $(9,157,000) $(11,668,000)

45,000 (36,000 ) 63,000 (15,000 )
$(4,218,000) $(5,988,000) $(9,094,000) $(11,683,000)

$(0.29 ) $(0.22 ) $(0.66 ) $(0.50 )

Weighted average shares outstanding — basic and diluted 14,535,451 26,679,503 13,967,476 23,445,902

See Accompanying Notes to Condensed Consolidated Financial Statements
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RESONANT INC.
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Condensed Consolidated Statements of Stockholders’ Equity

For the Six Months Ended June 30,

(Unaudited)

Balance, January 1, 2018
Cumulative effect due to adoption
of new accounting standard, net of
taxes

Vesting of restricted stock units
Stock-based compensation

Sales of common stock, net of
offering costs

Exercise of warrants

Common stock issued in exchange
for warrants

Exercise of stock options

Net loss

Foreign currency translation
adjustments, net of tax

Balance, June 30, 2018

2018

Common Stock Additional

Paid-in
Capital

19,511,276 $20,000 $88,447,000

Shares Amount

478,816 — —

— — 2,747,000
6,571,428 7,000 21,183,000
89,142 — 260,000
242913 — —

4,692 — 14,000

26,898,267 $27,000 $112,651,000 $(79,416,000) $ (22,000

Accumulated Total
Accumulated Other ,
. . . Stockholders
Deficit Comprehensive i
Equity
Loss

$(67,812,000) $ (7,000 ) $20,648,000

64,000 64,000

2,747,000
21,190,000
260,000

(11,668,000 )

14,000
(11,668,000 )

) (15,000 )
) $33,240,000

(15,000

See Accompanying Notes to Condensed Consolidated Financial Statements
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RESONANT INC.
Condensed Consolidated Statements of Cash Flows
(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Net Loss

Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization

Deferred tax benefit

Stock-based compensation

Non-cash investment income

Non-cash patent write-off

Changes in assets and liabilities:

Accounts receivable

Prepaids and other current assets

Other assets

Accounts payable

Accrued expenses

Accrued salaries and payroll related expenses
Deferred revenue

Deferred rent

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment

Expenditures for patents and domain names
Redemption of investments held-to-maturity
Purchase of investments held-to-maturity

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Net proceeds from the sale of common stock from private placement offering
Net proceeds from the sale of common stock from underwritten public offering
Proceeds from exercise of stock options

Proceeds from exercise of warrants

Net cash provided by financing activities

Effects of exchange rates on cash, cash equivalents and restricted cash

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Six months ended June 30,
2017 2018

$(9,157,000) $(11,668,000)

382,000 390,000
(24,000 ) (20,000 )
1,358,000 2,590,000

— (37,000 )
— 48,000

(106,000 ) (71,000 )
(39,000 ) 54,000
(3,000 ) (50,000 )
(248,000 ) 62,000
70,000 (141,000 )
160,000 (386,000 )
(84,000 ) 96,000
(12,000 ) 5,000
(7,703,000 ) (9,128,000 )

(369,000 ) (552,000 )
(193,000 ) (92,000 )
4,747,000 28,973,000

— (48,411,000 )
4,185,000 (20,082,000 )

7,468,000 —

— 21,190,000
54,000 14,000

— 260,000
7,522,000 21,464,000
— 4,000

4,004,000 (7,742,000 )

CASH, CASH EQUIVALENTS AND RESTRICTED CASH — Beginning of period5, 184,000 19,624,000

CASH, CASH EQUIVALENTS AND RESTRICTED CASH — End of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Taxes Paid

SUPPLEMENTAL DISCLOSURE OF NON-CASH ACTIVITIES
Issuance of common stock in settlement of liability

Stock options issued in settlement of liability

Property and equipment included in accounts payable

$9,188,000 $11,882,000

$1,000 $3,000

$272,000 $727,000
$332,000 $—
$30,000 $22,000
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The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the
Condensed Consolidated Balance Sheets to the total of the same such amounts shown above:

June 30,

2017 2018
Cash and cash equivalents $9,088,000 $11,671,000
Restricted cash 100,000 211,000

Total cash, cash equivalents and restricted cash $9,188,000 $11,882,000

See Accompanying Notes to Condensed Consolidated Financial Statements

5
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RESONANT INC.
Notes to Condensed Consolidated Financial Statements

NOTE 1—ORGANIZATION AND DESCRIPTION OF BUSINESS
Overview

Resonant Inc. is a late-stage development company located in Goleta, California. We were incorporated in Delaware
in January 2012 as a wholly owned subsidiary of Superconductor Technologies Inc., or STI. Resonant LLC, a limited
liability company, was formed in California in May 2012. We changed our form of ownership from a limited liability
company to a corporation in an exchange transaction in June 2013, when we commenced business. We are the
successor of Resonant LLC. We completed our initial public offering, or IPO, on May 29, 2014. On July 6, 2016 we
acquired all of the issued and outstanding capital stock of GVR Trade S.A, or GVR. GVR is a wholly owned
subsidiary of Resonant Inc.

We have created an innovative software, intellectual property, or IP, and services platform that has the ability to
increase designer efficiency, reduce the time to market and lower unit costs in the designs of filters for radio
frequency, or RF, front-ends for the mobile device industry. The RF front-end, or RFFE, is the circuitry in a mobile
device responsible for analog signal processing and is located between the device’s antenna and its digital circuitry.
The software platform we are developing is based on fundamentally new technology that we call Infinite Synthesized
Networks®, or ISN®, to configure and connect resonators, the building blocks of RF filters. Filters are a critical
component of the RF front-end used to select desired radio frequency signals and reject unwanted signals. Our ISN®
platform allows us to develop unique, custom designs that address the increasing complexity of the RFFE due to
carrier aggregation (the combining of multiple frequencies into a single data stream to increase throughput through
higher data rates), or CA, by both reducing the size of the filter and improving performance. Our goal is to utilize our
ISN® platform to support our customers in reducing their time to develop complex filter and module designs, to access
new classes of filter designs, and to do it more cost effectively. Additionally, our ISN® platform has allowed us to
expand our customer focus beyond just filter manufacturers by enabling a new class of customer - fabless filter
manufacturers. These companies do not have their own internal filter fabrication facility, or Fab, and typically already
would be supplying other products in the RFFE to the OEMs and as a result do not require a protracted, new vendor,
qualification process in order to supply parts. It is through our existing customer relationships that we are able to
facilitate these third-party Fab relationships, that leverage our ISN® tools to deliver cutting edge filter designs to these
fabless filter customers.

We are commercializing our technology through the creation of filter designs that address the problems in the high
growth RFFE industry created by the growing number of frequency bands in mobile devices. The worldwide adoption
of Long Term Evolution, or LTE, as the global standard, and the use of mobile devices to access the Internet, has
resulted in massive proliferation of frequency bands which, when combined with CA for higher data rates and
multiple input multiple output, or MIMO, has resulted in an ever-increasing number and complexity of filters in the
RFFE. We have developed and continue to expand a series of single-band designs for frequency bands presently
dominated by larger and more expensive bulk acoustic wave, or BAW, filters. We are also developing multiplexer
filter designs for two or more bands to address the CA requirements of our customers. We are using our ISN®
platform to efficiently integrate these designs into RF modules for our module customers. Finally, we are developing
unique filter designs, enabled by ISN®, to replace multiple filters and associated componentry for many bands, with
higher performance. Currently, we are leveraging ISN® to develop these designs targeted for either the Surface
Acoustic Wave (SAW) or Temperature Compensated, Surface Acoustic Wave (TC-SAW) manufacturing processes.
In order to succeed, we must convince RFFE suppliers that our filter designs can significantly reduce the size and cost
of their products.

We believe licensing our designs is the most direct and effective means of validating our ISN® platform and related IP
libraries to address this rapidly growing market. Our target customers make part or all of the RFFE. We intend to
retain ownership of our designs, and we expect to be compensated through license fees and royalties based on sales of

11
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RFFE filters that incorporate our designs.
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Capital Resources and Liquidity

We are using the net proceeds from the sales of our common stock for product development to commercialize our
technology, research and development, the development of our patent strategy and expansion of our patent portfolio,
as well as for working capital and other general corporate purposes. Our costs include employee salaries and benefits,
compensation paid to consultants, capital costs for research and other equipment, costs associated with development
activities including travel and administration, legal expenses, sales and marketing costs, general and administrative
expenses, and other costs associated with a late-stage development, publicly-traded technology company. However,
this is highly dependent on the nature of our development efforts and our success in commercialization. We continue
to add employees to support the development of our ISN® platform, applications and system test, research and
development, as well as general and administrative functions, to support our efforts. Additionally, we continue to
incur consulting expenses related to technology development and other efforts as well as legal and related expenses to
protect our intellectual property.

The amounts that we actually spend for any specific purpose may vary significantly and will depend on a number of
factors including, but not limited to, our expected cash resources, the pace of progress of our commercialization and
development efforts, actual needs with respect to product testing, research and development, market conditions, and
changes in or revisions to our marketing strategies. In addition, we may invest in complementary products,
technologies or businesses.

We have earned minimal revenues since inception, and our operations have been funded with initial capital
contributions and proceeds from the sale of equity securities and debt. At December 31, 2017 and June 30, 2018, we
had incurred accumulated losses of $67.8 million and $79.4 million, respectively. The losses are primarily the result of
research and development costs associated with commercializing our technology, combined with start-up, financing
and public company costs. We expect to continue to incur substantial costs for commercialization of our technology
on a continuous basis because our business model involves developing and licensing custom filter designs.

Our condensed consolidated financial statements account for the continuation of our business as a going concern. We
are subject to the risks and uncertainties associated with a new business. Our principal sources of liquidity as of

June 30, 2018 consists of existing cash and cash equivalents of $11.7 million and $19.5 million in investments, which
amounts include $21.2 million of net proceeds we raised in the first half of 2018 in an underwritten public offering of
common stock. In the first half of 2018, we used approximately $9.8 million in cash and investments. Due to these
conditions, substantial doubt exists as to our ability to continue as a going concern. After evaluation of these
conditions, we believe our current resources, in the absence of material revenues, will provide sufficient funding for
planned operations into the second half of 2019. If necessary, we will seek to raise additional capital from the sale of
equity securities or the incurrence of indebtedness to allow us to continue operations. There can be no assurance that
additional financing will be available to us on acceptable terms, or at all. Additionally, if we issue additional equity
securities to raise funds, whether to existing investors or others, the ownership percentage of our existing stockholders
would be reduced. New investors may demand rights, preferences or privileges senior to those of existing holders of
common stock. Additionally, we may be limited as to the amount of funds we can raise pursuant to SEC rules and the
continued listing requirements of NASDAQ. If we cannot raise needed funds, we might be forced to make substantial
reductions in our operating expenses, which could adversely affect our ability to implement our business plan and
ultimately our viability as a company. These consolidated financial statements do not include any adjustments relating
to the recoverability and classification of recorded asset amounts or amounts and classification of liabilities that might
result from this uncertainty.

NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Use of Estimates—The accompanying condensed consolidated financial statements at June 30,
2018 and for the three and six months ended June 30, 2017 and 2018 are unaudited, but include all adjustments,

13
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consisting of normal recurring entries, that management believes to be necessary for a fair presentation of the periods
presented. Prior period figures have been reclassified, wherever necessary, to conform to current presentation. Interim
results are not necessarily indicative of results for a full year. Balance sheet amounts as of December 31, 2017 have
been derived from our audited consolidated financial statements as of that date.

The condensed consolidated financial statements included herein have been prepared by us pursuant to the rules and
regulations of the Securities and Exchange Commission, or SEC. Certain information and footnote disclosures
normally included in financial statements prepared in accordance with accounting principles generally accepted in the
United States of America, or U.S. GAAP, have been condensed or omitted pursuant to such rules and regulations. The
financial statements should be read in conjunction with our audited consolidated financial statements contained in our
Annual Report on Form 10-K

7
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for the year ended December 31, 2017. Our operating results will fluctuate for the foreseeable future. Therefore,
period-to-period comparisons should not be relied upon as predictive of the results in future periods.

The accompanying financial statements have been prepared in accordance with accounting principles generally
accepted in the United States, or U.S. GAAP. In the opinion of management, all adjustments (consisting of normal
accruals) considered for a fair presentation have been included. Significant estimates made in preparing these financial
statements include (a) assumptions to calculate the fair values of financial instruments, warrants and equity
instruments and other liabilities and the deferred tax asset valuation allowance and (b) the useful lives for depreciable
and amortizable assets. Actual results could differ from those estimates. In the opinion of management, all
adjustments, including normal recurring accruals considered necessary for a fair presentation, have been included.

Consolidation —The accompanying financial statements include the accounts of the Company and its wholly-owned
subsidiary, GVR Trade, S.A. All significant intercompany balances and transactions have been eliminated.

Cash and Cash Equivalents—We consider all liquid instruments purchased with a maturity of three months or less to be
cash equivalents.

Concentration of Credit Risk—We maintain checking accounts at one U.S. financial institution. The U.S. bank accounts
are insured by the Federal Deposit Insurance Corporation (FDIC) for up to $250,000 per account owner. GVR Trade
S.A., our wholly owned Swiss-based subsidiary maintains checking accounts at one major national financial

institution. Additionally, we maintain a checking account with a very minimal balance at one bank in South Korea,
which is used to fund payroll and rent in South Korea. Management believes we are not exposed to significant credit
risk due to the financial position of the depository institutions in which our deposits are held.

Restricted Cash—Restricted cash at December 31, 2017 consisted of a $100,000 certificate of deposit with a financial
institution, which served as collateral for our corporate credit cards. During the six months ended June 30, 2018 we
terminated the corporate credit card program for which the certificate of deposit was held and thus the restriction was
lifted. As of June 30, 2018 our restricted cash balance consists of a $211,000 pledged mutual fund account which is
held as collateral against a letter of credit issued in May 2018 in connection with the lease of our corporate
headquarters. Effective January 1, 2018, we adopted ASU 2016-15, Statement of Cash Flows (Topic 230), which
requires that the statement of cash flows explain the change during the period in the total of cash, cash equivalents,
and amounts generally described as restricted cash or restricted cash equivalents. Consequently, restricted cash is
included in the beginning and ending cash balances on the statement of cash flows. See also Note 9- Commitments
and Contingencies, for further details.

Investments—Securities held-to-maturity: Management determines the appropriate classification of securities at the time
of purchase and reevaluates such designation as of each balance sheet date. Investment/debt securities are classified as
held-to-maturity when we have the positive intent and ability to hold the securities to maturity. Held-to-maturity
securities are stated at amortized cost, adjusted for amortization of premiums and accretion of discounts to maturity
computed under the effective interest method. Such amortization is included in investment income. Interest on
securities classified as held-to-maturity is included in interest and investment income.

When the fair value of an investment instrument classified as held-to-maturity is less than its amortized cost,
management assesses whether or not: (i) we have the intent to sell the instrument or (ii) it is more likely than not that
we will be required to sell the instrument before its anticipated recovery. If either of these conditions is met, we must
recognize an other-than-temporary impairment for the difference between the instrument’s amortized cost basis and its
fair value, and include such amounts in net securities gains (losses).

For investment instruments that do not meet the above criteria and are not expected to be recovered at the amortized
cost basis, the instrument is considered other-than-temporarily impaired. For these instruments, we separate the total
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impairment into the credit loss component and the amount of the loss related to other factors. In order to determine the
amount of the credit loss, we calculate the recovery value by performing a discounted cash flow analysis based on the
current cash flows and future cash flows management expects to recover. The discount rate is the effective interest
rate implicit in the underlying instrument. The amount of the total other-than-temporary impairment related to credit
loss is recognized in earnings and is included in net securities gains (losses). The amount of the total
other-than-temporary impairment related to other factors is recognized in other comprehensive income. For
investment instruments that have other-than-temporary impairment recognized through earnings, if through
subsequent evaluation there is a significant increase in the cash flow expected, the difference between the amortized
cost basis and the cash flows expected to be collected is accreted as interest income.
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During 2017, we invested in commercial papers and certificates of deposit that were classified as held-to-maturity. As
of June 30, 2017, all of the investments had matured and there were no investments classified as held-to-maturity. We
recorded investment income of $16,000 and $25,000 for the three and six months ended June 30, 2017, respectively,
associated with the investments.

During the first half of 2018, we invested in U.S. Treasury bills, commercial papers and a certificate of deposit that
were classified as investments held-to-maturity. Additionally, we maintained money market fund balances that were
classified as cash and cash equivalents. As of June 30, 2018, the amortized cost value and fair value are $19.5 million
with zero unrealized gain or loss. U.S. Treasury bills totaling $25.0 million matured in April 2018 and certain
commercial papers totaling $4.0 million matured in June 2018. Remaining commercial papers totaling $2.1 million,
$8.6 million and $8.8 million mature in August 2018, September 2018 and January 2019, respectively, and the
certificate of deposit for $100,000 matures in January 2019. We have not recognized an other-than-temporary
impairment gain or loss or a comprehensive gain or loss-to-date. We recorded interest and investment income of
$98,000 and $146,000 for the three and six months ended June 30, 2018, respectively, associated with our cash and
investment accounts.

Fair Value of Financial Instruments—We measure certain financial assets and liabilities at fair value based on the exit
price notion, or price that would be received for an asset or paid to transfer a liability, in an orderly transaction
between the market participants at the measurement date. The carrying amounts of our financial instruments,
including cash equivalents, restricted cash, investments held-to-maturity, accounts payable, and accrued liabilities,
approximate fair value due to their short maturities.

Accounts Receivable—Trade accounts receivable are stated net of allowances for doubtful accounts. Management
estimates the allowance for doubtful accounts based on review and analysis of specific customer balances that may not
be collectible, customer payment history and any other customer-specific information that may impact ability to
collect the receivable. Accounts are considered for write-off when they become past due and when it is determined
that the probability of collection is remote. There was no allowance for doubtful accounts at December 31, 2017 and
June 30, 2018.

Property and Equipment—Property and equipment consists of leasehold improvements associated with our corporate
offices, software purchased during the normal course of business, equipment and office furniture and fixtures, all of
which are recorded at cost. Depreciation and amortization is recorded using the straight-line method over the
respective useful lives of the assets ranging from three to five years. Leasehold improvements are amortized over the
shorter of lease term or useful life. Long-lived assets are reviewed for impairment whenever events or circumstances
indicate that the carrying amount of these assets may not be recoverable.

Intangible Assets, net —Intangible assets are recorded at cost and amortized over the useful life. In the case of business
combinations, intangible assets are recorded at fair value. At December 31, 2017 and June 30, 2018, intangible assets,
net, includes patents and a domain name and other intangible assets purchased as part of our acquisition of GVR,
including customer relationships, technology and a trademark. Intangible assets are reviewed for impairment

whenever events or circumstances indicate that the carrying amount of these assets may not be recoverable. In certain
cases patents may expire or are abandoned as we no longer plan to pursue them. In such cases we write off the
capitalized patent costs as patent abandonment costs which are included in research and development expenses.

During the three and six months ended June 30, 2018, we wrote off $40,000 and $48,000, respectively, related to
expired and abandoned patents.

Goodwill—At December 31, 2017 and June 30, 2018, goodwill represents the difference between the price paid to
acquire GVR and the fair value of the assets acquired, net of assumed liabilities. We review goodwill for impairment
annually and whenever events or circumstances indicate that the carrying amount of these assets may not be
recoverable.
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Revenue Recognition—As of January 1, 2018, we recognize revenue in accordance with the Financial Accounting
Standards Board, or FASB, Accounting Standards Codification, or ASC, Topic 606, Revenue from Contracts with
Customers.

Revenue is recognized upon the transfer of control of promised goods or services to the customers in an amount that
reflects the consideration we expect to receive in exchange for those products or services. Revenue consists primarily
of fees received in connection with filter design projects with customers. Our performance obligation is to design a
licensable filter in accordance with customer specifications. The license of the completed design is considered part of
this performance obligation as the design and licensing of the filter are highly interdependent. We recognize revenue
over the course of the design development phase as our customers are able to benefit from our design services as they
are provided, primarily by marketing the in-process design to their customers. We recognize revenue from our design
services based on efforts expended to date. At the end of each reporting period, we reassess our measure of progress
and adjust revenue when appropriate.
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In most cases, our design services are performed over a period of six to twelve months. Contracts generally include
upfront non-refundable fees, intended to support our initial engineering product development efforts, as well as
milestone payments based upon the successful completion of certain deliverables. Milestone payments represent
variable consideration, and we use the "most likely amount" approach to determine the amount we ultimately expect
to receive. At contract inception, we assess the likelihood of achieving milestones to estimate the total consideration
we believe we will receive for our services. Our design service contracts also include a functional license over the
completed design, which enables our customer to use our design in products marketed to their customers. We also
earn royalties for each product shipped by our customer that incorporates one of our designs. Royalty fees are
recorded upon shipment by our customer, and payment is generally due within 30 days.

We record the expenses related to these projects in the periods incurred and they are generally included in research
and development expense.

During the three months ended June 30, 2017 and June 30, 2018, we recorded revenue of $220,000 and $124,000,
respectively. During the six months ended June 30, 2017 and June 30, 2018, we recorded revenue of $376,000 and
$281,000, respectively. As of June 30, 2018, we have recorded $240,000 in deferred revenue. See Note 3- Revenue
Recognition, for further details.

Research and Development—Costs and expenses that can be clearly identified as research and development are charged
to expense as incurred in accordance with ASC Topic 730-10, Research and Development.

Operating Leases—We lease office space and research facilities under operating leases. Certain lease agreements contain
free or escalating rent payment provisions. We recognize rent expense under such leases on a straight-line basis over
the term of the lease. Lease renewal periods are considered on a lease-by-lease basis in determining the lease term.

Stock-Based Compensation—We account for employee stock options in accordance with ASC Topic 718,
Compensation-Stock Compensation. For stock options issued to employees and directors we use the Black-Scholes
option valuation model for estimating fair value at the date of grant. For stock options issued for services rendered by
non-employees, we recognize compensation expense in accordance with the requirements of ASC Topic 505-50,
Equity, or ASC 505-50, as amended. Non-employee option grants that do not vest immediately upon grant are
recorded as an expense over the vesting period. At the end of each financial reporting period prior to performance, the
value of these options, as calculated using the Black-Scholes option valuation model, is determined, and compensation
expense recognized or recovered during the period is adjusted accordingly. Since the fair market value of options
granted to non-employees is subject to change in the future, the amount of the future compensation expense is subject
to adjustment until the common stock options or warrants are fully vested.

We account for restricted stock units issued to employees at fair value, based on the market price of our stock on the
date of grant, net of estimated forfeitures. Compensation expense is recognized for the portion of the award that is
ultimately expected to vest over the period during which the recipient renders the required services to the Company
generally using the straight-line single option method. The fair value of non-employee restricted stock units

awarded are remeasured as the awards vest, and the resulting increase or decrease in fair value, if any, is recognized as
an increase or decrease to compensation expense in the period the related services are rendered.

In the case of award modifications, we account for the modification in accordance with ASU
No0.2017-09, Compensation-Stock Compensation (Topic 718): Scope of Modification Accounting, whereby we
recognize the effect of the modification in the period the award is modified.

Stock-based compensation expense is included in research and development expenses and general and administrative
expenses.
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Earnings Per Share, or EPS—EPS is computed in accordance with ASC Topic 260, Earnings per Share, and is calculated
using the weighted average number of common shares outstanding during each period. Diluted EPS assumes the
conversion, exercise or issuance of all potential common stock equivalents unless the effect is to reduce a loss or
increase the income per share. Potential common shares consist of the incremental common shares issuable upon the
exercise of stock options (using the treasury stock method), the exercise of warrants (using the if-converted method)

and the vesting of restricted stock unit awards.

The following table presents the number of shares excluded from the calculation of diluted net loss per share
attributable to common stockholders for the periods below:

10
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Six Months Ended

June 30,

2017 2018
Common stock warrants 4,491,568 3,391,100
Common stock options 822,305 1,129,653
Non-vested restricted stock unit awards 1,404,392 2,162,547

Total shares excluded from net loss per share attributable to common stockholders 6,718,265 6,683,300

Income Taxes—We account for income taxes in accordance with ASC Topic 740, Income Taxes, or ASC 740, which
requires the recognition of deferred tax assets and liabilities for the future consequences of events that have been
recognized in our condensed consolidated financial statements or tax returns. The measurement of the deferred items
is based on enacted tax laws. In the event the future consequences of differences between financial reporting bases and
the tax bases of our assets and liabilities result in a deferred tax asset, ASC 740 requires an evaluation of the
probability of being able to realize the future benefits indicated by such asset. A valuation allowance related to a
deferred tax asset is recorded when it is more likely than not that some portion or the entire deferred tax asset will not
be realized. As part of the process of preparing our consolidated financial statements, we are required to estimate our
income tax expense in each of the jurisdictions in which we operate. We also assess temporary differences resulting
from differing treatment of items for tax and accounting differences. We record a valuation allowance to reduce the
deferred tax assets to the amount of future tax benefit that is more likely than not to be realized. For the period when
we were organized as a limited liability company, we were treated as a partnership for federal and state income tax
purposes under the entity classification domestic default rules. As of December 31, 2017 and June 30, 2018, no
liability for unrecognized tax benefits was required to be reported. We recognize interest and penalties related to
income tax matters in income taxes, and there were none for the three and six months ended June 30, 2017 and 2018.

We have filed, or are in the process of filing, tax returns that are subject to audit by the respective tax authorities.
Although the ultimate outcome would be unknown, we believe that any adjustments that may result from tax return
audits are not likely to have a material, adverse effect on our consolidated results of operations, financial position or
cash flows.

Reclassifications—Certain amounts in the condensed consolidated statement of operations for the three and six months
ended June 30, 2017 have been reclassified to conform to the current year presentation.

Foreign Currency Translation—The Swiss Franc has been determined to be the functional currency for the net assets of
our Swiss-based subsidiary. We translate the assets and liabilities to U.S. dollars at each reporting period using
exchange rates in effect at the balance sheet date and record the effects of the foreign currency translation in
accumulated other comprehensive loss in shareholders' equity. We translate the income and expenses to U.S. dollars at
each reporting period using the average exchange rate in effect for the period and record the effects of the foreign
currency translation as other comprehensive loss in the consolidated statements of comprehensive loss. Gains and
losses resulting from foreign currency transactions are included in net loss in the consolidated statements of
comprehensive loss.

Recent Accounting Pronouncements

Leases—In February 2016, the Financial Accounting Standards Board, or FASB, issued ASU No. 2016-02, Leases
(Topic 842), a comprehensive new leases standard that amends various aspects of existing accounting guidance for
leases. It will require recognizing lease assets and lease liabilities on the balance sheet and disclosing key information
about leasing arrangements. The main difference between previous U.S. GAAP and the amended standard is the
recognition of lease assets and lease liabilities by lessees on the balance sheet for those leases classified as operating
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leases under previous U.S. GAAP. The accounting applied by a lessor is largely unchanged from that applied under
previous U.S. GAAP. As a result, we will have to recognize a liability to make lease payments (the lease liability) and
a right-of-use asset representing our right to use the underlying asset for the lease term on the balance sheet. In July
2018, the FASB issued ASU 2018-10, Codification Improvements to Topic 842, Leases, which provides clarity to
certain narrow aspects of the new standard. The guidance is effective for fiscal years beginning after December 15,
2018, including interim periods within those fiscal years. Early adoption is permitted. We are currently reviewing our
leases and other agreements in order to determine the effects of the new guidance on our consolidated financial
statements. We do not expect it to have a material impact on our consolidated financial statements.
Intangibles-Goodwill and Other—In January 2017, the FASB issued ASU No. 2017-04, Intangibles-Goodwill and Other
(Topic 350): Simplifying the Test for Goodwill Impairment, which simplifies the accounting for goodwill
impairments by eliminating step 2 from the goodwill impairment test. The amended guidance will become effective
for us commencing in the first quarter of fiscal 2019. We are currently evaluating the impact of this new standard.

11
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Compensation-Stock Compensation—In June 2018, the FASB issued ASU No. 2018-07, Compensation-Stock
Compensation (Topic 718): Improvements to Non-employee Share-Based Payment Accounting, which intends to
align the accounting of share-based payment awards issued to employees and non-employees. This update will be
effective for annual periods, and interim periods within those annual periods, beginning after December 15, 2018.
Early adoption is permitted. We are currently evaluating the impact of this new standard.

NOTE 3—REVENUE RECOGNITION

On January 1, 2018, we adopted ASC Topic 606, Revenue from Contracts with Customers, and all of the related
amendments and applied it to all contracts using the modified retrospective method. We recognized the cumulative
effect of the initial adoption as an adjustment to the opening balance of retained earnings. Comparative financial
information has not been restated and continues to be reported under the accounting standards in effect for those
periods.

The adoption of the guidance resulted in a change in the accounting for milestone payments. Previously, we
recognized revenue upon the achievement of a milestone. Under ASC Topic 606, milestone payments are treated as
variable consideration and included in the transaction price for our design services. The cumulative effect of the
changes made to our condensed consolidated balance sheet as of January 1, 2018 for the adoption of the new standard
was as follows:

Balance at ~ AdjustmentsBalance at

BALANCE SHEET December 31, Due to ASC January 1,
2017 606 2018

ASSETS

Prepaid expenses and other current assets $536,000 $ 67,000 $603,000

LIABILITIES AND STOCKHOLDERS' EQUITY

Deferred Revenue, current $143,000 $ 3,000 $146,000

Retained Earnings $(67,812,000)$ 64,000 $(67,748,000)

The following table summarizes the impact of the adoption on our Condensed Consolidated Balance Sheet and

Condensed Consolidated Statement of Comprehensive Loss as of and for the periods ended June 30, 2018:
June 30, 2018

Balances

Without Effect of Change

As Reported Adoption of Increase/(Decrease)
ASC 606

BALANCE SHEET
ASSETS
Prepaid expenses and other current assets $548,000 $521,000 $ 27,000
LIABILITIES AND STOCKHOLDERS' EQUITY
Deferred revenue, current $240,000 $229.,000 $ 11,000
Accumulated deficit $(79,416,000)$(79,432,000)$ 16,000

Three Months Ended June 30, 2018

As Reported Activity Effect of Change
Without Increase/(Decrease)
Adoption of

23



Edgar Filing: Resonant Inc - Form 10-Q

ASC 606
STATEMENT OF COMPREHENSIVE LOSS
Revenue $124,000 $125,000 $ (1,000
Net loss $(5,952,000)$(5,951,000)$ 1,000
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Six Months Ended June 30, 2018

Activity
Without Effect of Change

As Reported Adoption of Increase/(Decrease)
ASC 606
STATEMENT OF COMPREHENSIVE LOSS
Revenue $281,000 $330,000 $ (49,000 )
Net loss $(11,668,000)$(11,619,000)$ 49,000

Our contracts with customers primarily relate to the design of filters for radio frequency, or RF, front-ends for the
mobile device industry. Design service contracts generally include a modest upfront payment for the design services
and a license over the completed design. We retain ownership of our designs, and therefore are also compensated for
our design services through royalties based on sales of RFFE filters that incorporate our designs. We currently do not
manufacture or sell any physical products or operate as a contract design company developing designs for a fee.
Except for the royalty fees that are recognized as revenue upon use of one of our designs, we recognize revenue
related to our design services over the estimated design completion time, on a straight-line basis, as the services are
performed. The design development period is typically less than one year.

Other Judgments and Assumptions - We apply the practical expedients available in ASC 606 to not disclose
information about 1) remaining performance obligations that have original expected durations of one year or less and
2) variable consideration that is a sales-based or usage-based royalty.

Royalty Revenue- Upon completion of design services, our customers retain a license over the completed design. The
license will typically last for a minimum of two years, and in many cases for the life of the design. Royalties are
sales-based, and we recognize royalty revenue upon shipment, by our customer, of products that include our licensed
design. In some cases, we will receive a reduced royalty amount due to value add, or other taxes, associated with the
royalty. Taxes related to royalties are netted against revenues.

Contract Assets - Contract assets, other than accounts receivable, consist of unbilled revenue and generally arise when
revenue is recognized on a contract whose transaction price includes an estimate of variable consideration from
milestone payments. We do not have material amounts of contract assets as we have relatively few contracts, only
modest design service fees and a small number of contracts containing milestone payments. Contract asset balances
are included in Prepaid expenses and other current assets in our Condensed Consolidated Balance Sheet.

Contract Liabilities - Our contract liabilities consist of customer deposits and deferred revenue. We classify contract
liabilities as current or noncurrent based on the timing of when we expect to recognize revenue. Generally, our
contract liabilities are expected to be recognized in one year or less. Customer deposits and deferred revenue are
separately stated in our Condensed Consolidated Balance Sheet.

Summary of changes in contract assets and liabilities for the period from January 1, 2018 to June 30, 2018:

Contract asset

Contract asset, January 1, 2018 $67,000
Contract assets at beginning of year transferred to accounts receivable (42,000 )
Contract assets recorded on contracts during the period 2,000
Contract asset, June 30, 2018 $27,000
Contract liability

Contract liability, January 1, 2018 $146,000
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Recognition of revenue included in beginning of year contract liability (124,000 )
Contract liability, net of revenue recognized on contracts during the period 217,000
Foreign currency translation 1,000
Contract liability, June 30, 2018 $240,000

The following table presents our disaggregated revenue by region and source:

13
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Three Months Six Months Ended

Ended June 30, June 30,

2017 2018 2017 2018
Revenue by geographic region:

United States $187,000 $105,000 $326,000 $242,000
Switzerland 33,000 19,000 50,000 39,000
Total revenue $220,000 $124,000 $376,000 $281,000
Revenue by source:

Design services $213,000 $84,000 $366,000 $191,000
Royalties 7,000 40,000 10,000 90,000
Total revenue $220,000 $124,000 $376,000 $281,000

NOTE 4—WARRANTS

From time to time, we have issued warrants to purchase shares of common stock. These warrants have been issued in
connection with the financing transactions and consulting services. Our warrants are subject to standard anti-dilution
provisions applicable to shares of our common stock.

Bridge Warrants

In January and March 2013, as an inducement to make bridge loans to the company, our founders received warrants to
purchase a total of 124,998 units of Resonant LL.C (the form of the Company at that time) at an exercise price of
$0.40 per unit for a period of five years. We refer to these warrants as Bridge Warrants. On June 17, 2013, in
connection with our acquisition of all of the outstanding membership interests of Resonant LLC in an exchange
transaction, the founders exchanged their Bridge Warrants to purchase an aggregate of 124,998 Class B units of
Resonant LLC for Bridge Warrants to purchase an aggregate of 249,999 shares of our common stock at an exercise
price of $0.20 per share. All other terms of the Bridge Warrants remained the same. In January 2018, we entered into
an agreement with our founders to exchange all of the warrants for an amount of shares that would equal the number
of shares they would have received if exercised under a cashless exercise. The effect of exchanging the warrants for
shares of our common stock was considered a modification of the award which required us to record expense for the
excess of the fair value of the common stock issued over the fair value of the exchanged warrants. On the date of the
exchange the fair value of the warrants were determined to be $1.6 million and the fair value of the shares of common
stock issued were $1.6 million. There was a difference in fair value of $2,000 which was recorded to general and
administrative expenses during the six months ended June 30, 2018. No expense was recorded in the three months
ended June 30, 2018.

Private Placement Warrants - February 2017

In February 2017, we issued warrants to purchase 1,626,898 shares of our common stock at an exercise price of $8.25
in connection with our private placement sale of 1,626,898 shares of common stock. The warrants are exercisable for
a period commencing 6 months and ending 30 months after the closing of the financing. We refer to these warrants as
Private Placement Warrants - February 2017. We estimated the fair value of the Private Placement Warrants at
$2,084,000 using the Black-Scholes option valuation model with the following assumptions: market prices of the
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stock of $4.91 per share, time to maturity of 3 years, volatility of 60%, zero expected dividend rate and risk free rate
of 1.50%. The allocation of the fair value of these warrants was included in additional paid-in capital on the
consolidated balance sheet.

On December 19, 2017, we entered into a Warrant Exercise Agreement with the holder of Private Placement Warrants
- February 2017 to induce the exercise of the 1,626,898 warrants in full. Pursuant to the agreement, the warrant holder
exercised in full the warrant and purchased 1,626,898 shares of our common stock at an exercise price of $8.25 per
share, for an aggregate exercise price of approximately $13.4 million and we paid the warrant holder an inducement
fee of approximately $6.7 million, which resulted in net proceeds to us of $6.7 million. The inducement offer included
in the Warrant Exercise

14
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Agreement was considered a modification to the warrant upon acceptance by the warrant holder. Upon modification
of the warrant we were required to remeasure the warrant. We estimated the fair value of the Private Placement
Warrants - February 2017 immediately prior to modification at $4.1 million using the Black-Scholes option valuation
model with the following assumptions: market prices of the stock of $8.18 per share, time to maturity of 1.67 years,
volatility of 60%, zero expected dividend rate and risk free rate of 1.78%. We estimated the fair value of the Private
Placement Warrants - February 2017 upon modification at $6.7 million using the Black-Scholes option valuation
model with the following assumptions: market prices of the stock of $8.18 per share, time to maturity of 1 day,
volatility of 10%, zero expected dividend rate and risk free rate of 1.25%. The change in fair value was $4.1 million,
and when combined with the cash inducement of $6.7 million, resulted in $2.6 million of expense, which was
recorded as warrant inducement expense during the year ended December 31, 2017.

Private Placement Warrants - September 2017

In September and October 2017, we issued warrants to purchase an aggregate of 1,976,919 shares of our common
stock at an exercise price of $4.85 in connection with our private placement sale of 1,976,919 shares of common
stock. The sale was completed in two tranches with the first tranche, which closed on September 28, 2017, including
1,745,581 warrants, and the second tranche, which closed on October 2, 2017, including 231,338 warrants. The
warrants are exercisable for a period commencing 6 months and ending 36 months after the closing of the financing.
Collectively, we refer to these warrants as Private Placement Warrants - September 2017. We estimated the total fair
value of the Private Placement Warrants - September 2017 at $3.6 million using the Black-Scholes option valuation
model with the following assumptions: market prices of the stock of $4.49 for the first tranche and $4.69 per share for
the second tranche, time to maturity of 3 years, volatility of 60%, zero expected dividend rate and risk free rates of
1.59% for the first tranche and 1.63% for the second tranche. The allocation of the fair value of these warrants was
included in additional paid-in capital on the consolidated balance sheet.

Placement Agent Warrants - 2017

In addition to the Private Placement Warrants - September 2017 issued in connection with our private placement sale
of 1,976,919 shares of our common stock, we also issued to the placement agent, warrants to purchase a total of
98,846 shares of our common stock at an exercise price of $4.85 per share. Upon closing of the first tranche on
September 28, 2017, we issued 87,279 warrants, and upon closing the second tranche, we issued 11,567 warrants. The
warrants are exercisable for a period commencing 6 months and ending 36 months after the closing of the financing.
Collectively, we refer to these warrants as Placement Agent Warrants - 2017. We estimated the fair value of the
Placement Agent Warrants - 2017 at $174,000 using the Black-Scholes option valuation model with the following
assumptions: market prices of the stock of $4.49 per share for the first tranche and $4.69 per share for the second
tranche, time to maturity of 3 years, volatility of 60%, zero expected dividend rate and risk free rates of 1.59% for the
first tranche and 1.63% for the second tranche. The allocation of the fair value of these warrants was included in
additional paid-in capital on the consolidated balance sheet

A roll-forward of warrant share activity from January 1, 2017 to June 30, 2017 is shown in the following table:
Issued and

Warrants Outstanding

Exercised/  Warrants as

Expired of June 30,

Issued and

Outstanding Warrants
Warrants as of Issued
January 1, 2017

2017
Bridge Warrants 249,999 — — 249,999
Consulting Warrants 98,000 — (41,889 )(1)56,111
Financing Warrants 78,186 — — 78,186
Underwriting Warrants 310,500 — — 310,500
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IR Consulting Warrants 48,000 — — 48,000
Private Placement Warrants - 2016 1,995,124 — (9,000 )(2)1,986,124
Underwriting Warrants- Public Offering 2016 135,750 — — 135,750
Private Placement Warrants - February 2017 — 1,626,898 — 1,626,898
2,915,559 1,626,898 (50,889 ) 4,491,568

(1) During the six months ended June 30, 2017, there were 41,889 common stock warrants that were exercised

through cashless exercises which resulted in 41,800 shares being issued.

(2) During the six months ended June 30, 2017, there were 9,000 common stock warrants that were exercised through

cashless exercises which resulted in 3,510 shares being issued.
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A roll-forward of warrant share activity from January 1, 2018 to June 30, 2018 is shown in the following table:
Issued and

Warrants Outstanding

Exercised/  Warrants as

Expired of June 30,

Issued and

Outstanding Warrants
Warrants as of Issued
January 1, 2018

2018

Bridge Warrants 249,999 — (249,999 )(1)—
Consulting Warrants 12,223 — (5,556 )(2)6,667
Financing Warrants 62,530 — — 62,530
Underwriting Warrants 310,500 — — 310,500
IR Consulting Warrants 6,000 — — 6,000
Private Placement Warrants - 2016 891,063 — (73,000 )(3)818,063
Underwriting Warrants - Public Offering 2016 122,175 — — 122,175
Private Placement Warrants - September 2017 1,976,919 — (10,600 )(4)1,966,319
Placement Agent Warrants 98,846 — — 98,846

3,730,255 — (339,155) 3,391,100

During the six months ended June 30, 2018, there were 249,999 warrants that were exchanged for 242,913 shares
(1)of common stock in an exchange transaction where the warrant holders exchanged the warrants for the same
number of shares they would have been entitled to in a cashless exercise.

(2)During the six months ended June 30, 2018, there were 5,556 common stock warrants that were exercised through

a cashless exercise which netted 5,542 shares being issued.

(3)During the six months ended June 30, 2018, there were 73,000 warrants exercised for cash.
(4)During the six months ended June 30, 2018, there were 10,600 warrants exercised for cash.

NOTE 5—STOCKHOLDERS’ EQUITY
Common Stock

Pursuant to our amended and restated certificate of incorporation, we are authorized to issue 47,000,000 shares of
common stock. Holders of our common stock are entitled to dividends as and when declared by the Board of
Directors, subject to rights and holders of all classes of stock outstanding having priority rights to dividends. There
have been no dividends declared to date. Each share of common stock is entitled to one vote.

On March 27, 2018, we completed the sale of 5,714,286 shares of common stock at a price of $3.50 per share in an
underwritten public offering. Gross proceeds were $20.0 million with net proceeds of $18.4 million after deducting
underwriter fees and offering expenses. The shares were issued pursuant to a shelf registration statement that we filed
with the SEC, which became effective in May 2016. On April 6, 2018, following exercise by the underwriter of its
overallotment option, we sold an additional 857,142 shares at a price of $3.50, resulting in gross proceeds of $3.0
million and net proceeds of $2.8 million after deducting underwriter fees and offering expenses.

Preferred Stock
Pursuant to our amended and restated certificate of incorporation, we are authorized to issue 3,000,000 shares of
preferred stock. The Board of Directors has the authority, without action by our stockholders, to designate and issue

shares of preferred stock in one or more series and to fix the rights, preferences, privileges and restrictions thereof.
To-date, no preferred shares have been issued.
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NOTE 6— STOCK-BASED COMPENSATION
2014 Omnibus Incentive Plan

In January 2014, our board of directors approved the 2014 Omnibus Incentive Plan and amended and restated the plan
in March 2014. Our stockholders approved the Amended and Restated 2014 Omnibus Incentive Plan, or the 2014
Plan, in March 2014. Our 2014 Plan initially permitted for the issuance of equity based instruments covering up to a
total of 1,400,000 shares of common stock. In June 2016, our board of directors and stockholders approved an
increase of 1,300,000 shares and in June 2017 approved an additional increase of 3,250,000 shares of common stock
bringing the total shares allowed under the plan to 5,950,000.

Option Valuation

We have computed the fair value of options granted to employees and non-employees using the Black-Scholes option
valuation model. The compensation costs of non-employee arrangements are subject to re-measurement at each
reporting period over the vesting terms as earned. Option forfeitures are estimated at the time of valuation and reduce
expense ratably over the vesting period. This estimate will be adjusted periodically based on the extent to which actual
option forfeitures differ, or are expected to differ, from the previous estimate, when it is material. The expected term
used for options issued to non-employees is the contractual life and the expected term used for options issued to
employees is the estimated period of time that options granted are expected to be outstanding. We have estimated the
expected life of our employee stock options using the “simplified” method, whereby, the expected life equals the
arithmetic average of the vesting term and the original contractual term of the option due to our lack of sufficient
historical data. For consultants we use an estimated expected life of the remaining term of the stock option grant,
which is initially ten years. Since our stock has not been publicly traded for a sufficiently long period of time, we are
utilizing an expected volatility figure based on a review of the historical volatilities, over a period of time, equivalent
to the expected life of the instrument being valued, of similarly positioned public companies within our industry. The
risk-free interest rate was determined from the implied yields from U.S. Treasury zero-coupon bonds with a remaining
term consistent with the expected term of the instrument being valued.

Stock Options to Employees and Non-Employees

During the three and six months ended June 30, 2017, we granted incentive stock options for the purchase of 17,500
and 168,380 shares of our common stock to our employees. The stock options have an exercise price range of $4.36
per share to $4.68 per share with a term of 10 years. Of the options granted in 2017, 125,880 options vested upon
grant and the remaining 42,500 stock options vest quarterly over sixteen quarters. The options granted had an
aggregate grant date fair value of $49,000 and $446,000 for the three and six months ended June 30, 2017,
respectively, utilizing the Black-Scholes option valuation model.

During the three and six months ended June 30, 2018, we granted incentive stock options for the purchase of 80,000
and 117,500 shares of our common stock to our employees. The stock options have an exercise price range of $4.12
per share to $5.96 per share with a term of 10 years. The stock options vest quarterly over sixteen quarters. The
options granted had an aggregate grant date fair value of $252,000 and $393,000, for the three and six months ended
June 30, 2018, utilizing the Black-Scholes option valuation model.

We estimated the fair value of stock options awarded during the six months ended June 30, 2017 and 2018 using the
Black-Scholes option valuation model. The fair values of stock options granted for the periods were estimated using
the following assumptions:
Stock Option Grants Awarded During the Six Stock Option Grants Awarded During the Six
Months Ended June 30, 2017 Months Ended June 30, 2018
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Stock Price $4.36 to $4.68 $4.12 to $5.96
Dividend Yield 0.00% 0.00%
Expected

Volatility 60% 70%

iltsek'free INEresty ogp - 2.14% 2.50% - 2.89%

Expected Life 7 years 7 years

Stock-based compensation expense related to stock options for employees was $101,000 and $117,000 for the three
months ended June 30, 2017 and 2018, respectively, and was $232,000 and $222,000 for the six months ended
June 30, 2017
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and 2018, respectively, exclusive of options issued in connection with our incentive programs which are discussed
below. For all employee stock options, we estimate forfeitures at the time of grant, and revise those estimates in
subsequent periods if actual forfeitures differ from our estimates. We use historical data to estimate pre-vesting option
forfeitures and record stock-based compensation expense only for those awards that are expected to vest. To the extent
that actual forfeitures differ from our estimates, the difference is recorded as a cumulative adjustment in the period the
estimates were revised. During the three and six months ended June 30, 2017 and 2018, we applied a forfeiture rate of
six percent, which is reflected in our stock-based compensation expense related to stock options.

In January 2017, we modified certain stock options previously granted to a former executive. The
modification was made in connection with the executive’s termination. The modification included accelerated vesting
of stock options to purchase 8,752 shares of common stock as well as an extension of the exercise period for all vested
shares, including stock options to purchase 17,504 shares of common stock. As a result of the modification, additional
stock compensation expense of $19,000 was recognized for the six months ended June 30, 2017. There was no
expense related to the modification during the six months ended June 30, 2018.

For stock options paid in consideration of services rendered by non-employees, we recognize compensation
expense in accordance with the requirements of ASC 505-50. Non-employee stock option grants that do not vest
immediately upon grant are recorded as an expense over the vesting period. At the end of each financial reporting
period prior to performance, the value of these stock options, as calculated using the Black-Scholes option valuation
model, is determined, and compensation expense recognized or recovered during the period is adjusted accordingly.
Since the fair market value of stock options granted to non-employees is subject to change in the future, the amount of
the future compensation expense is subject to adjustment until the common stock options are fully vested. Stock-based
compensation expense related to stock options for consultants was $2,000 and $6,000 for the three months ended
June 30, 2017 and 2018, respectively, and was $5,000 and $8,000 for the six months ended June 30, 2017 and 2018,
respectively, exclusive of options issued in connection with our incentive programs which are discussed below.

Stock Option Award Activity

The following is a summary of our stock option activity during the six months ended June 30, 2018:

Weighted Weighted Weighted
Average
Number of Average Average e
. A Remaining
Options  Exercise Grant Date _ .
. . Life In
Price Fair Value
Years
Outstanding, January 1, 2018 1,082,490 $ 4.87 $ 3.00 8.38
Granted 117,500  4.93 3.34 9.00
Exercised 4,692 ) 291 1.75 —
Canceled / Forfeited (65,645 ) 4.72 2.89 —
Outstanding, June 30,2018 1,129,653 $ 4.89 $ 3.05 8.02
Weighted Weighted Weighted
Average
Number of Average Average o
. ; Remaining
Options  Exercise Grant Date _.
. . Life In
Price Fair Value
Years
Exercisable, January 1,2018 704,303  $ 5.08 $ 3.17 8.15
Vested 74,002 4.76 2.89 7.69
Exercised (4,692 ) 291 1.75 —
Canceled / Forfeited (16,432 ) 4.69 2.80 —

Exercisable, June 30, 2018 757,181 $ 5.07 $ 3.16 7.66
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The following table presents information related to stock options outstanding and exercisable at June 30, 2018:

Options Outstanding Options Exercisable
Weighted
. Outstanding Average  Exercisable
Exercise g
Price Number of Remaining Number
Options Life In of Options
Years
$1.93 —$2.00 146,183 7.60 81,009
$3.83 —$4.75 556,045 8.90 355,058
$5.01 — $6.00 267,125 6.21 202,358
$6.18 —$7.20 70,000 6.34 49,697
$7.54 - $7.80 67,800 6.54 50,299
$8.06 — $12.9822,500 6.55 18,760
1,129,653 7.66 757,181

As of June 30, 2018, there was $952,000 of unrecognized compensation expense related to unvested employee stock
options, which is expected to be recognized over a weighted-average period of approximately 2.9 years. The aggregate
intrinsic values of outstanding stock options and vested stock options as of June 30, 2018 were $1.2 million and
$728,000, respectively, which represent options whose exercise price was less than the closing fair market value of
our common stock on June 30, 2018 of $5.64 per share.

Restricted Stock Units Activity

We account for restricted stock units issued to employees at fair value, based on the market price of our stock on the
date of grant, net of estimated forfeitures. The fair value of non-employee restricted stock units awarded are
remeasured as the awards vest, and the resulting increase in fair value, if any, is recognized as expense in the period
the related services are rendered. During the three months ended June 30, 2017 and 2018 we recorded $715,000 and
$1.2 million, respectively, of stock-based compensation related to the restricted stock unit shares that had been issued
to-date. During the six months ended June 30, 2017 and 2018 we recorded $1.4 million and $2.1 million, respectively,
of stock-based compensation related to the restricted stock unit shares that had been issued to-date.

In January 2017, we modified certain restricted stock units previously granted to a former executive. The
modification was made in connection with the executive’s termination. The modification included accelerated vesting
of 8,815 units which resulted in additional stock compensation expense of $36,000 for the six months ended June 30,
2017. There was no expense related to the modification during the three or six months ended June 30, 2018.

A summary of restricted stock unit activity for the six months ended June 30, 2018 is as follows:

Weighted-
Number of Average
Restricted Share Grant-Date Fair
Units Value Per
Share
Outstanding at January 1, 2018 1,476,858 $ 496
Granted 1,171,304 476
Vested (478,816 ) 5.01
Forfeited (6,799 ) 4.98
Outstanding at June 30, 2018 2,162,547 $ 484

As of June 30, 2018, there was $7.9 million of unrecognized compensation expense related to unvested restricted
stock unit agreements which is expected to be recognized over a weighted-average period of approximately 2.5 years.
For restricted stock unit awards subject to graded vesting, we recognize compensation cost on a straight-line basis
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over the service period for the entire award.

Market-based Awards
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In August 2016, we granted 250,000 market-based restricted stock units to an executive. The restricted stock units are
subject to market-based vesting requirements, measured quarterly, based on the average of (a) the average high daily
trading price of our common stock for each trading day during the last month of the applicable calendar quarter and
(b) the average low daily trading price of our common stock for each trading day during the last month of the
applicable calendar quarter, each as reported by The Nasdaq Stock Market, LLC. The restricted stock units are eligible
to be earned on a quarterly basis based on a linear interpolation of the applicable share price, or in the case of a
liquidation event, on the day of (or in connection with) such liquidation event based on the applicable transaction
price. Once earned, the restricted stock units vest 50% on the date such restricted stock units become earned and 50%
on September 30, 2019. We recognize compensation expense for restricted stock units with market conditions using a
graded vesting model, based on the probability of the performance condition being met, net of estimated pre-vesting
forfeitures. The share price on the date of issuance was $5.06 per share. For the three months ended June 30, 2017,
and 2018, we recognized $6,000 and $6,000, respectively, and for the six months ended June 30, 2017 and 2018, we
recognized $13,000 and $12,000, respectively, of stock compensation expense in connection with this award, which is
included in general and administrative expenses. The unamortized expense related to this award is $29,000 and is
expected to be recognized over 1.3 years.

Incentive Bonus Awards

We provide eligible employees, including executives, the opportunity to earn bonus awards upon achievement of
predetermined performance goals and objectives. The purpose is to reward attainment of company goals and/or
individual performance objectives, with award opportunities expressed as a percentage of base salary. Bonuses can be
measured and paid quarterly and/or annually, and are paid in cash, equity or a combination of cash and equity, in the
discretion of our compensation committee.

2017 Incentive Bonus Program

During 2017, our employees and executives participated in the 2017 Incentive Bonus Program. The program provided
for the award of quarterly and annual bonuses to our employees and executive officers if certain performance goals,
based on company-wide billings, expenses and certain other individual non-monetary targets, were attained in
quarterly and annual performance periods during our 2017 fiscal year. The awards contained a combination of service
conditions and performance conditions based on the achievement of specified performance thresholds. The awards
were based on each individual’s annual salary multiplied by a bonus multiplier percentage which had been determined
by our compensation committee. The plan also allowed for additional discretionary awards to non-executive
employees up to 10% of the total base salaries of non-executive employees. Additionally, the annual bonus, as it
related to executive employees, was subject to the achievement of certain stock price thresholds for the 10 trading
days ending on the last trading day of 2017. The bonuses were to be paid in the form of cash, stock options, restricted
stock, or a combination thereof. The number of shares underlying equity awards granted to each employee were
determined based on the performance bonus amount to be paid in equity, based in part by utilizing the stock price on
the grant date. We recognized compensation expense for the total amount of the bonuses earned during the period
earned. For the three and six months ended June 30, 2017, we recorded $335,000 and $750,000 of expense related to
the 2017 incentive bonus plan as the performance conditions were achieved. Of the expense recorded for the three
months ended June 30, 2017, $207,000 is included in research and development expenses and $128,000 is included in
general and administrative expenses. Of the expense recorded for the six months ended June 30, 2017, $431,000 is
included in research and development expenses and $319,000 is included in general and administrative expenses.
There was no expense for the period ended June 30, 2018 in connection with this program.
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2017 Non-executive Bonus Program

Effective July 1, 2017, our non-executive employees participated in the 2017 Non-executive Bonus Program. The
program provided for the award of up to 300,000 restricted stock units to be awarded to non-executive employees and
consultants based upon the achievement of certain performance conditions before the end of the year. Vesting of the
restricted stock units were subject to continued service over the vesting period. Based on the achievement of
performance conditions, 180,528 restricted stock units were granted on January 25, 2018 at an aggregate grant date
fair value of $1.1 million. The awards vest in four tranches with 25% of the shares vesting on each April 1, 2018,
2019, 2020 and 2021. For the three and six months ended June 30, 2018, we recorded $78,000 and $165,000 of stock
compensation expense, respectively, related to the 2017 Non-executive Bonus Program. Additionally, upon grant we
released the accrual of $436,000 which had been recorded as of December 31, 2017 related to performance under this
program. Of the expense recorded for the three months ended June 30, 2018, $63,000 and $15,000 is included in
research and development expenses and general and administrative expenses, respectively. Of the expense recorded
for the six months ended June 30, 2018, $133,000 and $32,000 is included in research and development expenses and
general and administrative expenses, respectively. There was no expense recorded for the three or six months ended
June 30, 2017 as the program had not yet been adopted.

2018 Incentive Bonus Program

During 2018, our employees and executives, exclusive of the CEO, are participating in the 2018 Incentive Bonus
Program. The program provides for the award of quarterly and annual bonuses to our employees and executive
officers if certain performance goals, based on company-wide billings, expenses and certain other individual
non-monetary targets, are attained in quarterly and annual performance periods during our 2018 fiscal year. The
awards contain a combination of service conditions and performance conditions based on the achievement of specified
performance thresholds. The awards are based on each individual’s annual salary multiplied by a bonus multiplier
percentage which has been determined by our compensation committee. The plan also allows for additional
discretionary awards to non-executive employees up to 10% of the total base salaries of non-executive employees.
The bonuses will be paid in the form of cash, stock options, restricted stock, or a combination thereof. The number of
shares underlying equity awards granted to each employee will be determined based on the performance bonus
amount to be paid in equity, divided by our closing stock price on the grant date. We recognized compensation
expense for the total amount of the bonuses earned during the period earned. For the three and six months ended June
30, 2018, we recorded a total of $199,000 and $803,000, respectively, of expense related to the 2018 incentive bonus
plan as the performance conditions were either achieved or in the case of the annual awards, are expected to be
achieved. Included in the expense for 2018 was $603,000 related to quarterly awards and $200,000 related to the
annual awards. The quarterly award for the first quarter was issued in the form of restricted stock units which were
issued in May 2018 and were vested in full one week after grant. The quarterly award for the second quarter is
expected to be issued in the form of restricted stock units which will be granted in August 2018 and will vest one
week after grant. We record an accrual for the annual component of the bonus program as the annual award will not be
issued until after the year has ended. Of the expense recorded for the three months ended June 30, 2018, $111,000 is
included in research and development expenses and $88,000 is included in general and administrative expenses. Of
the expense recorded for the six months ended June 30, 2018, $501,000 is included in research and development
expenses and $302,000 is included in general and administrative expenses. There was no expense for the period ended
June 30, 2017 in connection with this program as the program was not in place at that time. As of June 30, 2018 there
was $492,000 included in accrued salaries and payroll related expenses related to the 2018 Incentive Bonus Program.

2018 CEO Incentive Bonus Program
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During 2018, our CEO is participating in the 2018 CEO Incentive Bonus Program. The program provides for the
award of an annual bonus to our CEOQ if certain performance goals, based on company-wide billings and expenses are
attained in the annual performance period during our 2018 fiscal year. Additionally, the annual bonus is subject to the
achievement of certain stock price thresholds for the 10 trading days ending on December 19, 2018. We recognize
compensation expense for the total amount of the bonus earned during the period earned. For the three months ended
June 30, 2018, we recorded a reduction to compensation expense of $13,000 due to a change in the estimate of certain
achievements which drive the annual bonus. During the six months ended June 30, 2018, we recorded total
compensation expense of $28,000 as certain of the achievements of the performance conditions were considered
probable. The expense was included in general and administrative expenses. As of June 30, 2018 there was $28,000
included in accrued salaries and payroll related expenses related to the 2018 CEO Incentive Bonus Program.
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Total equity-based compensation costs recorded in the condensed consolidated statements of operations is allocated as
follows:

Three Three
Months Months Six Months Six Months
Ended Ended June Ended June Ended June
June 30, 30. 2018 30,2017 30,2018
2017 ’
Research and development
Employees $309,000 $767,000 $535,000 $1,303,000
Non-employees 15,000 49,000 41,000 44,000

Total research and development 324,000 816,000 576,000 1,347,000

General and administrative

Employees and directors 317,000 727,000 684,000 1,134,000
Non-employees 24,000 84,000 98,000 109,000
Total general and administrative 341,000 811,000 782,000 1,243,000

Total equity-based compensation $665,000 $1,627,000 $1,358,000 $2,590,000
NOTE 7—INCOME TAXES

Income tax for the three months ended June 30, 2017 and 2018 was an expense of $1,000 and a benefit of $8,000,
respectively. Income tax for the six months ended June 30, 2017 and 2018 was a benefit of $24,000 and $8,000,
respectively. The effective tax rate for the three months ended June 30, 2017 and 2018 and six months ended June 30,
2017 and 2018 differed from the statutory rate primarily due to the valuation allowance recorded against the
Company’s deferred tax assets.

NOTE 8—RELATED PARTY TRANSACTIONS

In August 2016, we entered into a consulting agreement with a member of our board of directors. Under the
agreement, the board member would provide engineering design and fabrication advisory services for an hourly rate,
with total payments not to exceed $120,000 during any twelve-month period. During the six months ended June 30,
2017, we incurred expenses of $26,000 in connection with the consulting agreement. The agreement was terminated
effective April 1, 2017. There was no expense for the three and six months ended June 30, 2018.

NOTE 9— COMMITMENTS AND CONTINGENCIES

Commitments—In October 2013, we signed a lease for office space for our corporate headquarters, and moved in during
the first quarter of 2014. The lease, as amended, had an expiration of July 31, 2018. In May 2018, we entered into an
agreement with the landlord to extend the lease for one month, through August 2018 with no change to the amount of
rent or other payments due under the lease. Subsequently, we negotiated with the landlord for an extension through
September 2018 until we can move to our new location. In May 2018, we signed a lease for a larger office space in the
same area. The lease provides for an initial space of 16,682 square feet (the "initial" premises) beginning in September
2018 and an additional 10,355 square feet (the "expansion" premises) beginning January 2019. The lease term is 72
months and expires on August 31, 2024. The agreement allows for one option to renew for an additional five years.

Base rent on the initial premises is abated for September and October of 2018 and is $19,500 per month from

November 1, 2018 to July 31, 2019. Base rent on the initial premises increases to $25,774 per month as of August 1,
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2019 and then escalates by 3% on each anniversary date thereafter. Base rent on the expansion premises is $7,767 per
month from January 1, 2019 through June 30, 2019 with an increase to $15,533 for the month of July 2019 and an
increase to $15,998 per month effective August 1, 2019 with 3% escalations on each anniversary date thereafter. We
are also required to pay our proportionate share of operating expenses and utilities which are estimated to initially be
$11,177 per month for the 2018 period utilizing only the initial premises. Our share of operating expenses and utilities
will increase once we occupy the expansion premises and will likely fluctuate in the future. Per the terms of the lease
we are also required to maintain as a security deposit $50,000 in cash and a letter of credit in favor of the lessor. The
initial amount of the letter of credit is $200,000 with a step-down of $50,000 at each anniversary date if there have
been no monetary defaults. The letter of credit is secured by a pledge in favor of the issuing bank of a $211,000
mutual fund account which is classified as restricted cash on our balance sheet as of June 30, 2018.
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In November 2013, we signed a lease for our satellite development office in Burlingame, CA. The lease had a
two-year term, and rental costs of approximately $4,000 per month. In May 2015, we renewed the lease for a one year
period expiring November 30, 2016 with rental costs of $5,000 per month. Effective December 16, 2016, we signed a
new lease of 5,248 square feet of office space within the same building in Burlingame, California commencing
February 2017. The lease has a five year term, and rental costs of approximately $17,000 per month.

Rent expense related to our facilities and equipment for the three months ended June 30, 2017 and 2018 was $122,000
and $142,000, respectively, and for the six months ended June 30, 2017 and 2018 was $211,000 and $284,000,
respectively.

Legal Proceedings—We are occasionally involved in legal proceedings and other matters arising from the normal course
of business.

On September 24, 2015, a purported shareholder derivative action was filed in the United States District Court for the
Central District of California. The plaintiff alleges that certain of our officers and directors breached their fiduciary
duties to us, including by allegedly violating the federal securities laws and exposing us to possible financial liability.
The parties to the shareholder derivative action have reached a settlement that, if approved by the court, will fully
resolve plaintiff’s claims and provide for the release of all claims asserted in the litigation. On February 1, 2018, the
court entered an order granting preliminary approval of the settlement. A motion for final approval of the settlement is
currently pending. We can make no assurances that the court will grant final approval of the settlement. The
settlement amount is not material.

We are not party to any other legal proceedings. We may, from time to time, be party to litigation and subject to
claims incident to the ordinary course of business. As our growth continues, we may become party to an increasing
number of litigation matters and claims. The outcome of litigation and claims cannot be predicted with certainty, and
the resolution of any future matters could materially affect our future financial position, results of operations or cash
flows.

Legal fees and other costs associated with legal proceedings are expensed as incurred. We assess, in conjunction with
our legal counsel, the need to record a liability for litigation and contingencies. Litigation accruals are recorded when
and if it is determined that a loss related matter is both probable and reasonably estimable. Material loss contingencies
that are reasonably possible of occurrence, if any, are subject to disclosure. We evaluate developments in legal
proceedings and other matters on a quarterly basis. As of June 30, 2017 and 2018, there was no litigation or
contingency with at least a reasonable possibility of a material loss. No losses have been recorded during the three and
six months ended June 30, 2017 and 2018, respectively, with respect to litigation or loss contingencies.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. The words “believe,” “may,” “will,”
“potentially,” “estimate,” “continue,” “anticipate,” “intend,” “could,” “would,” “project,” “plan,” “expect” and similar expressi
convey uncertainty of future events or outcomes are intended to identify forward-looking statements. These
forward-looking statements speak only as of the date of this Form 10-Q and are subject to uncertainties, assumptions
and business and economic risks. As such, our actual results could differ materially from those set forth in the
forward-looking statements as a result of the factors referenced in the subsection “Risk Factors” set forth in Part II, Item
1A of this Report and Part I, Item 1A of our Annual Report, and similar discussions in our other reports filed with the
Securities and Exchange Commission. You should not rely upon forward-looking statements as predictions of future
events. Although we believe that the expectations reflected in our forward-looking statements are reasonable, we
cannot guarantee that the future results, levels of activity, performance or events and circumstances described in the
forward-looking statements will be achieved or occur. We undertake no obligation to update publicly any
forward-looking statements for any reason after the date of this Form 10-Q to conform these statements to actual

results or to changes in our expectations, except as required by law.
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The following discussion should be read in conjunction with our unaudited condensed consolidated financial
statements and notes thereto appearing elsewhere in this Quarterly Report on Form 10-Q with the understanding that
our actual future results, levels of activity, performance and events and circumstances may be materially different
from what we expect.

Overview
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Resonant is a late-stage development company that has created an innovative software, intellectual property, or IP,
and services platform that has the ability to increase designer efficiency, reduce the time to market and lower unit
costs in the designs of filters for radio frequency, or RF, front-ends for the mobile device industry. The RF front-end,
or RFFE, is the circuitry in a mobile device responsible for analog signal processing and is located between the
device’s antenna and its digital circuitry. The software platform we are developing is based on fundamentally new
technology that we call Infinite Synthesized Networks®, or ISN®, to configure and connect resonators, the building
blocks of RF filters. Filters are a critical component of the RF front-end used to select desired radio frequency signals
and reject unwanted signals. Our ISN® platform allows us to develop unique, custom designs that address the
increasing complexity of the RFFE due to carrier aggregation (the combining of multiple frequencies into a single data
stream to increase throughput through higher data rates), or CA, by both reducing the size of the filter and improving
performance. Our goal is to utilize our ISN® platform to support our customers in reducing their time to develop
complex filter and module designs, to access new classes of filter designs, and to do it more cost effectively.

We are commercializing our technology through the creation of filter designs that address the problems in the
high growth RFFE industry created by the growing number of frequency bands in mobile devices. The worldwide
adoption of Long Term Evolution, or LTE, as the global standard, and the use of mobile devices to access the Internet,
has resulted in massive proliferation of frequency bands which, when combined with CA for higher data rates and
multiple input multiple output, or MIMO, has resulted in an ever-increasing number and complexity of filters in the
RFFE. We have developed and continue to expand a series of single-band designs for frequency bands presently
dominated by larger and more expensive bulk acoustic wave, or BAW, filters. We are also developing multiplexer
filter designs for two or more bands to address the CA requirements of our customers. We are using our ISN®
platform to efficiently integrate these designs into RF modules for our module customers. Finally, we are developing
unique filter designs, enabled by ISN®, to replace multiple filters and associated componentry for many bands, with
higher performance. Currently, we are leveraging ISN® to develop these designs targeted for either the Surface
Acoustic Wave (SAW) or Temperature Compensated, Surface Acoustic Wave (TC-SAW) manufacturing processes.
In order to succeed, we must convince RFFE suppliers that our filter designs can significantly reduce the size and cost
of their products.

We believe licensing our designs is the most direct and effective means of validating our ISN® platform and related IP
libraries to address this rapidly growing market. Our target customers make part or all of the RFFE. We intend to
retain ownership of our designs, and we expect to be compensated through license fees and royalties based on sales of
RFFE filters that incorporate our designs and leverage our ISN® platform.

Our typical customer engagement process begins with the execution of a Joint Development Agreement, or JDA, and
License Agreement, or LA, for specific bands. Depending on the complexity of the design, we estimate that initial
samples of products to original equipment manufacturers, or OEMs, will occur typically within nine to thirty-six
months following execution of a license agreement. We classify these new designs as either ISN® Ready (9-12
months), ISN® Pilot (12-18 months), ISN® Advanced (18-36 months) or ISN® Development (Custom). It is following
these development cycles that designs are manufactured, qualified by our customers and sampled to OEM customers.
Our customers can take from three to six months to qualify a design and then the OEMs can take an additional three to
six months, or longer, to qualify a design as fit for use, reliable and ready for mass production. The point at which an
OEM begins taking product from our customers in mass production is typically when royalty revenues would begin.
Our customer agreements typically provide for upfront design fees and royalty payments for each unit sold using our
filter designs and typically last for a minimum of two years, and in many cases for the life of the design.

We began 2016 with no customers under contract and no license agreements. We ended 2016 with six customers and
more than 25 designs contracted. These included a wide range of complex designs ranging from sophisticated "WiFi
Co-existence" filters to high frequency duplexers and quadplexers. In late 2016, we expanded our customer focus
beyond just filter manufacturers. Through the capabilities provided by our ISN® platform, we enabled a new class of
customer - fabless filter manufacturers. These companies do not have their own internal filter fabrication facility, or
Fab, and typically already would be supplying other products in the RFFE to the OEMs and as a result do not require a
protracted, new vendor, qualification process in order to supply parts. It is through our existing customer relationships
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that we are able to facilitate these third-party Fab relationships, that leverage our ISN®tools to deliver cutting edge
filter designs to these fabless filter customers.

During 2017, we continued to expand our engagements with existing customers while identifying and contracting with
new customers and as a result, ended the year with eight total customers and more than double the number of designs
contracted. In many cases the expansion in the number of contracted designs came from customers who already had a
significant investment in working with Resonant and confidence in the capabilities of the ISN® platform, IP and
services team.
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Also, in 2017, in order to further facilitate our fabless filter program, and to provide manufacturing stability across the
supply chain, we embarked on the creation of our ISN® Foundry Program. Foundries joining Resonant’s program first
complete a foundry evaluation process to ensure alignment with our customers for filter performance, manufacturing
quality and capacity, and business practices. Once the evaluation is completed, the foundry runs a characterization lot,
used to create a foundry process design kit, or PDK, after which, we are ready to start designs for manufacture in the
foundry. Packaging/Back-end vendors can also join the program by completing a back-end evaluation process to
match their capabilities with foundry partners and our customers. It is through this program that we can enable a
secure supply chain for all our customers.

In 2018, we hired a VP, Software Development to continue the expansion and conversion of our ISN® platform for
cloud-based delivery. Improving design efficiency with software development/enhancement to our ISN® platform and
related modules is a top priority to maximize the effectivity of our engineers. In addition, we hired a VP, Business
Operations to implement scalable business processes to improve company efficiency while we continue to grow the
Company. Further in 2018, we continued the development of our phone-board testing and reliability capabilities, in
order to support our customers with proficiencies critical for their success.

We plan to continue to pursue filter design projects with existing and potential customers and other strategic partners.
These types of arrangements may subsidize the expansion of our IP libraries and further the development of our ISN®
platform, as well as offer complementary technology and market intelligence. We are also investigating the potential
of licensing part or all of our ISN® software design suite to potential customers in the RFFE industry. However, we
intend to retain ownership of our technology, software, designs and related improvements. Our goal is to establish and
leverage alliances with new and existing customers, who will help grow the market for our designs by integrating
them with their own proprietary technology and products, or by using our software products for their own designs,
thus combining their own particular strengths with ours to provide an extensive array of solutions.

Our inception date is May 29, 2012. We commenced business on July 6, 2012 and completed our initial public
offering, or IPO, on May 29, 2014.

In July 2016, we acquired GVR Trade S.A., or GVR, by purchasing all of the issued and outstanding capital stock of
GVR for a purchase price of approximately $1.2 million consisting of $661,000 in cash and 125,000 shares of our
common stock. GVR is a Swiss-based company specializing in the consultation and design of SAW and BAW
devices. We believe the acquisition was a logical extension to the existing long-term cooperation between our two
companies and will further expand our ability to support licensing agreements for both current and future partners and
customers. GVR is a wholly owned direct subsidiary of Resonant.

We are using the net proceeds from our financings for product development to commercialize our technology,
research and development, the development of our patent strategy and expansion of our patent portfolio, maturing and
commercializing our ISN® tools, as well as for working capital and other general corporate purposes. Our costs
include employee salaries and benefits, compensation paid to consultants, capital costs for research and other
equipment, costs associated with development activities including travel and administration, legal expenses, sales and
marketing costs, general and administrative expenses, and other costs associated with a late-stage, publicly-traded
technology company. However, our costs are dependent on the nature of our development efforts and our success in
commercialization. We anticipate adding employees for research and development, as well as general and
administrative functions, to support our efforts. We expect to incur consulting expenses related to technology
development and other efforts as well as legal and related expenses to protect our intellectual property.

The amounts that we actually spend for any specific purpose may vary significantly and will depend on a number of
factors including, but not limited to, our expected cash resources, the pace of progress of our commercialization and
development efforts, actual needs with respect to product testing, development and research, market conditions, and
changes in or revisions to our marketing strategies. In addition, we may invest in complementary products,
technologies or businesses.

As of June 30, 2018, we have 60 employees and use the services of several outside consultants. Of our employees, 43
are engaged in research and development and 17 in general and administrative activities.

Our patent portfolio at June 30, 2018 is comprised of more than 150 issued and pending patents.
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We have earned minimal revenues since inception, and our operations have been funded with initial capital
contributions and proceeds from the sale of equity securities and debt. We have incurred accumulated losses totaling
$79.4 million from inception through June 30, 2018. Our losses are primarily the result of research and development
costs associated with commercializing our technology, combined with start-up and operating costs including those
related to financings and being a public company. We expect to continue to incur substantial costs for
commercialization of our technology on a continuous basis because our business model involves developing and
licensing custom filter designs.
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Our condensed consolidated financial statements account for the continuation of our business as a going concern.
We are subject to the risks and uncertainties associated with a new business. Our principal sources of liquidity as of
June 30, 2018 consists of existing cash and cash equivalents of $11.7 million and $19.5 million in investments, which
amounts include $21.2 million of net proceeds we raised in the first half of 2018 in an underwritten public offering of
common stock. In the first half of 2018, we used approximately $9.8 million million in cash and investments. Due to
these conditions, substantial doubt exists as to our ability to continue as a going concern. After evaluation of these
conditions, we believe our current resources, in the absence of material revenues, will provide sufficient funding for
planned operations into the second half of 2019. If necessary, we will seek to raise additional capital from the sale of
equity securities or the incurrence of indebtedness to allow us to continue operations. There can be no assurance that
additional financing will be available to us on acceptable terms, or at all. Additionally, if we issue additional equity
securities to raise funds, whether to existing investors or others, the ownership percentage of our existing stockholders
would be reduced. New investors may demand rights, preferences or privileges senior to those of existing holders of
common stock. Additionally, we may be limited as to the amount of funds we can raise pursuant to SEC rules and the
continued listing requirements of NASDAQ. If we cannot raise needed funds, we might be forced to make substantial
reductions in our operating expenses, which could adversely affect our ability to implement our business plan and
ultimately our viability as a company. These consolidated financial statements do not include any adjustments relating
to the recoverability and classification of recorded asset amounts or amounts and classification of liabilities that might
result from this uncertainty.

Critical Accounting Policies and Estimates

Our discussion and analysis of financial condition and results of operations is based upon our condensed consolidated
financial statements, which have been prepared in conformity with accounting principles generally accepted in the
United States of America. Certain accounting policies and estimates are particularly important to the understanding of
our financial position and results of operations and require the application of significant judgment by our management
or can be materially affected by changes from period to period in economic factors or conditions that are outside of
our control. As a result, they are subject to an inherent degree of uncertainty. In applying these policies, our
management uses their judgment to determine the appropriate assumptions to be used in the determination of certain
estimates. Those estimates are based on our historical operations, our future business plans and projected financial
results, the terms of existing contracts, our observance of trends in the industry, information provided by our
customers and information available from other outside sources, as appropriate.

A description of our critical accounting policies that represent the more significant judgments and estimates used in
the preparation of our financial statements was provided in the Management’s Discussion and Analysis of Financial
Condition and Results of Operations section of our Annual Report on Form 10-K for the year ended December 31,
2017. Except for the accounting policy for revenue recognition that was updated as a result of adopting ASU No.
2014-09, there have been no changes to our critical accounting policies and estimates described in the Annual Report
on Form 10-K for the year ended December 31, 2017 that have had a material impact on our condensed consolidated
financial statements and related notes.

Recently Issued and Adopted Accounting Pronouncements

Recent accounting pronouncements are detailed in Note 2 to our consolidated financial statements included in Part I,
Item 1 of this Quarterly Report on Form 10-Q.

Results of Operations

Comparison of the Three and Six Months Ended June 30, 2017 and 2018
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Revenues. For the three and six months ended June 30, 2017, revenues consist of the recognized portion of amounts
received from customers for the development of our filter designs, milestone payments based on the achievement of
specific milestones and royalties from shipments of our licensed designs. The revenues primarily related to upfront
payments associated with our filter design development contracts which were recognized ratably over the estimated
development period associated with that upfront payment. As of January 1, 2018, we adopted ASC 606, which
required a change in the method for recognizing revenue from contracts with customers. We recorded an adjustment to
accumulated deficit for the cumulative effect as of the date of adoption. For the period ended June 30, 2018, under the
new guidance, revenues consist of the recognized portion of the transaction price associated with our contracts from
customers recognized over time as the obligations under the terms of the contract are satisfied. Generally, the
transaction price includes both upfront and milestone payments which we expect to receive in exchange for providing
services. Additionally, we recognized royalty revenue related to sales by our customer of our licensed designs. For the
three months ended June 30, 2017 and 2018, we recognized a total of $220,000 and $124,000, respectively, of
revenue. For the six months ended June 30, 2017 and 2018, we recognized a total of $376,000 and $281,000,
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respectively, of revenue. The adoption of ASC 606 negatively impacted our revenue by $1,000 for the three months
ended June 30, 2018 and by $49,000 for the six months ended June 30, 2018. Using the guidance in effect for 2017,
our revenue would have been $125,000 for the three months ended June 30, 2018 and $330,000 for the six months
ended June 30, 2018. We expect revenues to continue to be recorded due to the $240,000 of deferred revenue we have
recorded as of June 30, 2018. We also believe that based on the potential royalties from our license agreements, there
may be future revenues recorded.

Research and Development. Research and development expenses consist of the direct engineering and other costs
associated with the development and commercialization of our technology, including the development of filter designs
for our customers. These consist primarily of the cost of employees and consultants, including stock-based
compensation, and to a lesser extent costs for equipment, software and supplies. We also include the costs for our
intellectual property development program under research and development. This program focuses on patent strategy
and invention extraction. Research and development expenses increased $0.9 million, from $2.4 million in the second
quarter of 2017 to $3.3 million in the second quarter of 2018 and increased $2.0 million, from $4.6 million for the first
half of 2017 to $6.6 million for the first half of 2018. The increases were the result of the increased payroll, benefit
costs, travel and development costs related to expanded activity on our various filter designs under development and
increased stock-based compensation expense primarily related to our incentive bonus programs which have been paid
in the form of equity awards. We anticipate that our research and development expenses will continue to increase as a
result of our planned growth.

General and Administrative Expenses. General and administrative expenses include salaries, stock-based
compensation, taxes and employee benefits for the executives and administrative staff. It also includes expenses for
corporate overhead such as rent for our facilities, travel expenses, telecommunications, investor relations, insurance,
professional fees and business consulting fees. General and administrative expenses increased $0.7 million, from $2.1
million in the second quarter of 2017 to $2.8 million in the second quarter of 2018 and increased $0.5 million, from
$5.0 million for the first half of 2017 to $5.5 million for the first half of 2018. The increases include increased
expenses for outside consultant services, facilities rent and expenses paid in connection with our anticipated proxy
contest which was settled in April 2018, offset by $400,000 of senior executive transition costs which occurred in the
first half of 2017 and had no impact on the first half of 2018. Additionally, stock-based compensation increased
primarily related to our incentive bonus programs which have been paid in the form of equity awards. We anticipate
that our general and administrative expenses will likely continue to increase as a result of planned growth.

Interest and Investment Income. Interest and investment income increased by $82,000 from $16,000 in the second
quarter of 2017 to $98,000 in the second quarter of 2018 and increased by $121,000, from $25,000 for the first half of
2017 to $146,000 for the first half of 2018, primarily due to increased cash and investment balances. We expect
interest income to fluctuate in proportion to our cash and investment balances.

Income Taxes. We have earned minimal revenues and are currently operating at a loss. In the first six months of
2017 and 2018 our only tax liability was for minimum taxes in the states where we conduct business. With the
acquisition of our foreign subsidiary, GVR, we are also responsible for income taxes in Switzerland related to the
earnings of GVR. The provision for (benefit from) income taxes recorded in the three and six months ended June 30,
2017 primarily represents the net change in deferred income taxes of GVR. For the three months ended June 30, 2018,
the $8,000 benefit from income taxes recorded was the result of the net change in deferred income taxes for GVR. For
the six months ended June 30, 2018, the benefit from income taxes recorded was the result of an $11,000 benefit for
the net change in deferred income taxes for GVR, partially offset by $3,000 of expense related to minimum state
income taxes.

Liquidity and Capital Resources
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Financing Activities

We have earned minimal revenues since inception. Our operations have been funded with initial capital contributions
and proceeds from the sale of equity securities and debt.

As of June 30, 2018, we have raised aggregate gross proceeds of $85.4 million through the use of loans, convertible
debt and equity through an IPO, private placement financings and secondary offering of our common stock.

We had current assets of $31.8 million and current liabilities of $2.3 million at June 30, 2018, resulting in working
capital of $29.5 million. This compares to working capital of $7.4 million at June 30, 2017 and $17.1 million at
December 31, 2017. The change in working capital is primarily the result of proceeds from the issuance of equity
offset by the use of cash in our normal business operations.
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Our condensed consolidated financial statements account for the continuation of our business as a going concern. We
are subject to the risks and uncertainties associated with a new business. Our principal sources of liquidity as of

June 30, 2018 consists of existing cash and cash equivalents of $11.7 million and $19.5 million in investments, which
amounts include $21.2 million of net proceeds we raised in the first half of 2018 in an underwritten public offering of
common stock. In the first half of 2018, we used approximately $9.8 million million in cash and investments. Due to
these conditions, substantial doubt exists as to our ability to continue as a going concern. After evaluation of these
conditions, we believe our current resources, in the absence of material revenues, will provide sufficient funding for
planned operations into the second half of 2019. If necessary, we will seek to raise additional capital from the sale of
equity securities or the incurrence of indebtedness to allow us to continue operations. There can be no assurance that
additional financing will be available to us on acceptable terms, or at all. Additionally, if we issue additional equity
securities to raise funds, whether to existing investors or others, the ownership percentage of our existing stockholders
would be reduced. New investors may demand rights, preferences or privileges senior to those of existing holders of
common stock. Additionally, we may be limited as to the amount of funds we can raise pursuant to SEC rules and the
continued listing requirements of NASDAQ. If we cannot raise needed funds, we might be forced to make substantial
reductions in our operating expenses, which could adversely affect our ability to implement our business plan and
ultimately our viability as a company. These consolidated financial statements do not include any adjustments relating
to the recoverability and classification of recorded asset amounts or amounts and classification of liabilities that might
result from this uncertainty.

Cash Flow Analysis

Operating activities used cash of $7.7 million in the first six months of 2017 and $9.1 million in the first six months of
2018. The increase is the result of increased payroll-related and travel costs associated with the increase in employee
headcount as well as increased stock-based compensation related primarily to our incentive bonus programs which
have been paid in the form of equity awards.

Investing activities provided cash of $4.2 million in the first six months of 2017 and used cash of $20.1 million in the
first six months of 2018. In 2017, the cash provided was a result of the redemptions of investments held to maturity,
offset by the cash used to purchase property and equipment and expenditures for patents. In 2018, the cash used was a
result of the purchase of investments held to maturity in excess of redemptions of investments held to maturity and
cash used to purchase property and equipment and expenditures for patents.

Financing activities provided cash of $7.5 million in the first six months of 2017 as a result of the net proceeds from
the sale of equity securities in a private placement financing completed in February 2017. Financing activities
provided cash of $21.5 million in the first six months of 2018 as a result of the net proceeds from the sale of equity
securities in an underwritten public offering completed in March 2018 along with the underwriter overallotment
option exercised in April 2018.

Off-Balance Sheet Transactions

We do not have any off-balance sheet arrangements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Not Applicable
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The phrase “disclosure controls and procedures” refers to controls and procedures designed to ensure that information
required to be disclosed in our reports filed or submitted under the Securities Exchange Act of 1934, as amended, or
the Exchange Act, such as this Quarterly Report on Form 10-Q, is recorded, processed, summarized and reported
within the time periods specified in the rules and forms of the U.S. Securities and Exchange Commission, or SEC.
Disclosure controls and procedures are also designed to ensure that such information is accumulated and
communicated to our management, including our chief executive officer, or CEO, and chief financial officer, or CFO,
as appropriate to allow timely decision regarding required disclosure.

Our management, with the participation of our CEO and CFO, has evaluated the effectiveness of our disclosure
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act), as of June 30, 2018,
the end of the period covered by this Quarterly Report on Form 10-Q. Based on such evaluation, our CEO and CFO
have concluded that as of June 30, 2018, our disclosure controls and procedures were designed at a reasonable
assurance level and were effective to provide reasonable assurance that information we are required to disclose in
reports that we file or submit under the Exchange Act is recorded, processed, summarized, and reported within the
time periods specified in the rules and forms of the SEC, and that such information is accumulated and communicated
to our management, including our CEO and CFO, as appropriate, to allow timely decisions regarding required
disclosure.

Changes in Internal Controls over Financial Reporting

There was no change in our internal control over financial reporting during the quarter ended June 30, 2018 that
materially affected, or is reasonable likely to materially affect, our internal control over financial reporting.

Limitations on Effectiveness of Controls and Procedures

In designing and evaluating the disclosure controls and procedures, management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired
control objectives. In addition, the design of disclosure controls and procedures must reflect the fact that there are
resource constraints and that management is required to apply judgment in evaluating the benefits of possible controls
and procedures relative to their costs.
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PART II: OTHER INFORMATION
Item 1. Legal Proceedings

On September 24, 2015, a purported shareholder derivative action was filed in the United States District Court for the
Central District of California. The plaintiff alleges that certain of our officers and directors breached their fiduciary
duties to us, including by allegedly violating the federal securities laws and exposing us to possible financial liability.
The parties to the shareholder derivative action have reached a settlement that, if approved by the court, will fully
resolve plaintiff’s claims and provide for the release of all claims asserted in the litigation. On February 1, 2018, the
court entered an order granting preliminary approval of the settlement. A motion for final approval of the settlement is
currently pending. We can make no assurances that the court will grant final approval of the settlement.

We are not party to any other legal proceedings. We may, from time to time, be party to litigation and subject to
claims incident to the ordinary course of business. As our growth continues, we may become party to an increasing
number of litigation matters and claims. The outcome of litigation and claims cannot be predicted with certainty, and
the resolution of any future matters could materially affect our future financial position, results of operations or cash
flows.

Item 1A. Risk Factors

This Quarterly Report on Form 10-Q contains forward-looking statements, which are subject to a variety of risks and
uncertainties. Other actual results could differ materially from those anticipated in those forward-looking statements
as a result of various factors, including those set forth in the risk factors relating to our business and common stock
contained in Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2017. There have been no
material changes to such risk factors during the period ended June 30, 2018.

Item 5. Other Information

On August 6, 2018, the Compensation Committee of our Board of Directors approved quarterly bonus awards to our
executive officers pursuant to our 2018 Incentive Bonus Program for their performance during the second quarter of
2018. The bonus awards were paid in the form of restricted stock units for shares of our common stock in the amounts
set forth below. The restricted stock units vest in full on August 14, 2018.

Number
Executive Officers of RSU

Shares
Jeff Killian 4,730
Robert Hammond 2,924
Neal Fenzi 3,031
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Item 6. Exhibits

Exhibit Incorporated by Reference Filed
Number Exhibit Description Form File Number Exhibit Filing Date Herewith
31 Amended and Restated Certificate of Incorporation of 3K 001-36467 3.1 6/5/2014

the Registrant

3.2 Amended and Restated Bylaws of the Registrant 8-K 001-36467 3.2 6/5/2014

Standard Commercial .ease. dated as of May 14. 2018,

10.1 betweicn the Registrant and University Business Center 8K 001-36467 10.1 /172018
Associates

Certification of Principal Executive Officer Pursuant to

311 Securities Exchange Act Rules 13a-14(a) and %
15d-14(a) as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

Certification of Principal Financial Officer Pursuant to

312 Securities Exchange Act Rules 13a-14(a) and %
15d-14(a) as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

Certification of Principal Executive Officer and

30 14 Principal Financial Officer Pursuant to 18 U.S.C. %
Section 1350. as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

101.INS XBRL Instance Document X

101.SCH XBRL Taxonomy Extension Schema Document X

101.CAL XBRL Taxonomy Extension Calculation Linkbase %
Document

101.DEF XBRL Taxonomy Extension Definition Linkbase %
Document

101.LAB XBRL Taxonomy Extension Label Linkbase Document X

101.PRE XBRL Taxonomy Extension Presentation Linkbase %
Document

# The information in this exhibit is furnished and deemed not filed with the Securities and Exchange

Commission for purposes of section 18 of the Exchange Act of 1934, as amended, and is not to be incorporated by
reference into any filing of Resonant Inc. under the Securities Act of 1933, as amended, or the Exchange Act of 1934,
as amended, whether made before or after the date hereof, regardless of any general incorporation language in such
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

Date: August 9, 2018 Resonant Inc.

By:/s/ Jeff A. Killian
Jeff A. Killian
Chief Financial Officer
(Principal Financial and Accounting Officer)
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