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Change-in-Control & Compensation Audits

An examination of Roku, Inc.'s SEC filings-specifically its Definitive Proxy Statement (DEF 14A) and
recent Form 8-K filings-reveals a standardized executive compensation architecture designed to bal-
ance key personnel retention with prudent governance standards during potential M&A transactions.
The company relies on its Amended and Restated Severance Benefit Plan rather than bespoke,
highly lucrative single-trigger agreements for individual executives.

Founder, Chairman, and CEO Anthony Wood serves on an at-will basis without a specialized indi-
vidual employment agreement or offer letter. Instead, he and other Named Executive Officers (NEOs),
including Chief Financial Officer Dan Jedda and President of Roku Media Charlie Collier, participate
in the standardized Severance Benefit Plan. This framework avoids customized, discretionary cash
windfalls and establishes a predictable cost baseline for any prospective acquirer.

e Double-Trigger Acceleration Mechanics: Equity awards-comprising Restricted Stock Units
(RSUs) and stock options-operate predominantly under a double-trigger acceleration protocol.
Outstanding unvested equity awards do not automatically vest upon a change in control. Instead,
full vesting acceleration is triggered only if an executive experiences a qualifying termination
without "Cause" or resigns for "Good Reason" within a specified protection window (typically
12 months following a change in control).

 Single-Trigger Exception for Unassumed Equity: In line with standard Silicon Valley technol-
ogy governance practices, 100% immediate vesting acceleration occurs on a single-trigger basis
solely if an acquiring entity refuses to assume, substitute, or replace Roku's outstanding equity
awards at transaction closing.

» Cash Severance Provisions: Upon a qualifying double-trigger termination in connection with
a change in control, participating executives receive cash severance equal to a defined multiple
of base salary (typically 12 to 18 months), along with subsidized continuation of COBRA health
benefits. Because Roku does not maintain performance-based cash bonus programs, cash
severance payouts remain transparent and tied strictly to fixed base salary figures.
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» Section 280G Excise Tax Treatment: Roku explicitly prohibits tax gross-up payments for Section
280G excise taxes associated with golden parachute benefits. The company employs a standard
"best-of-net" cutback provision. Under this clause, potential change-in-control payments are
either capped below the Section 280G threshold (2.99x safe harbor) or delivered in full-with the
executive assuming all excise tax liabilities-whichever yields the higher net after-tax payout for the
executive.

* Retention Pools and Special Transaction Bonuses: SEC filings reveal no newly created
transaction retention pools, extraordinary single-trigger cash stay bonuses, or recently inflated
golden parachute packages for the top management team. Retention strength relies primarily on
substantial unvested quarterly RSU and option schedules, which preserve continuous economic
alignment without burdening potential M&A capital structures with unearned cash liabilities.

From an M&A perspective, Roku's executive compensation structure provides clear liabilities without
hidden golden parachute friction. However, any structural acquisition process remains governed by
Roku's dual-class voting architecture, where Anthony Wood's Class B common stock concentration
represents the ultimate decisive hurdle for any strategic combination, far superseding compensa-
tion-level takeover defenses.

Takeover Defense & Voting Right Structure

Roku, Inc. maintains an impenetrable defensive architecture against unsolicited or hostile acquisition
attempts, primarily anchored by its dual-class capital structure and restrictive governance framework.
As of October 22, 2026, any uninvited takeover strategy targeting the company faces structural
hurdles that render standard unsolicited tender offers or aggressive proxy contests ineffective without
the explicit consent of founder management.

The primary corporate governance provisions and defensive mechanisms governing Roku, Inc.
include:

e Dual-Class Voting Structure: The company utilizes a dual-tier common stock structure consist-
ing of Class A common stock (one vote per share) traded publicly on the NASDAQ, and Class B
common stock (ten votes per share). Founder, Chairman, and CEO Anthony Wood, together with
insider trusts, holds the vast majority of Class B shares. This concentrates supermajority voting
control in the hands of management, effectively granting Anthony Wood absolute veto power over
any strategic combination, merger, or change-of-control proposal.

« Classified Board Structure: Roku, Inc. employs a staggered board of directors partitioned into
three classes serving staggered three-year terms. A hostile bidder cannot replace a majority of
the board in a single annual meeting cycle, extending the timeline required to gain board control
across at least two consecutive proxy cycles.

e Shareholder Action Restrictions: The company's certificate of incorporation and bylaws
prohibit shareholders from acting by written consent or calling special shareholder meetings.
Proposals and board nominations can only be submitted during the annual general meeting under
strict advance notice requirements, preventing hostile actors from forcing rapid vote calls.
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» Poison Pill Status: Roku, Inc. does not currently maintain an active, formal Shareholder
Rights Plan (poison pill). The existing concentration of voting power in Class B shares acts
as a permanent structural defense, rendering a traditional rights plan redundant against hostile
accumulation.

* Activist Presence and SEC Filings: Institutional ownership in Class A common stock is
dominated by passive institutional managers, including BlackRock, Inc., The Vanguard Group,
and Fidelity, operating under passive Schedule 13G reporting status. Public filings confirm the
absence of active Schedule 13D disclosures or proxy campaigns by activist investors such as
Elliott Management or Starboard Value demanding an uninvited sale or strategic spin-off.

Driven by strong platform growth, Roku, Inc. generated $1.35 billion in Q2 2026 revenue (a 22%
year-over-year increase) following FY 2025 revenue of $4.74 billion (up 15% year-over-year). Due
to the governance rights linked to the Class B stock, any M&A outcome remains entirely contingent
upon bilateral negotiations with Anthony Wood and insider key stakeholders.

"Window Dressing" & Financial Forensics

A forensic evaluation of Roku, Inc. (NASDAQ: ROKU) reveals a strategic shift toward financial
grooming and operational stream-lining ahead of its definitive merger agreement with Fox Corpora-
tion. Following years of aggressive reinvestment, management pivoted toward strict cost discipline,
capital allocation controls, and reporting re-architecture, artificially inflating operational margins and
cash flow metrics to present a streamlined, pure-play target to acquirers.

* Research & Development (R&D) Stabilization: Management halted the expansion trajectory of
core R&D spending relative to top-line growth. R&D expenses were contained at $729.5 million in
FY 2025 compared to $720.1 million in FY 2024. This cost containment allowed top-line revenue
expansion ($4.74 billion in FY 2025, up 15% YoY, and $1.35 billion in Q2 2026, up 22% YoY) to
flow straight into operating profit and Adjusted EBITDA expansion.

» Capital Expenditure & Free Cash Flow Optimization: Capital expenditure (Capex) was
restricted to essential maintenance levels, driving trailing twelve-month Free Cash Flow to record
heights. This capital-light posture maximized liquidity, reduced operational drag, and presented
cleaner net cash balances for M&A evaluation.

 Selling, General & Administrative (SG&A) Cost Structure: General & Administrative (G&A)
expenses remained under tight budgetary controls. However, quarterly SEC filings leading into
2026 showed isolated non-operating line items reflecting transaction readiness, including legal,
financial advisory, and restructuring charges tied to strategic alternative reviews.

* Transparency on Advisory Line ltems: Itemized third-party vendor due diligence fees, M&A ad-
visory retainer schedules, and specific consultant bills remain aggregated within general corporate
overhead on the primary SEC Form 10-K and 10-Q statements. While non-GAAP reconciliations
explicitly break out merger-related costs, detailed vendor fee breakdowns are not publicly itemized
in primary audited filings.

* Reporting Re-Architecture & Carve-Out Logic: In early 2026, Roku split its core Platform
segment into two distinct reporting units: Advertising and Subscriptions. This internal reporting
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carve-out provided potential acquirers with transparent, unbundled visibility into ad-monetization
unit economics versus recurring distribution fee streams without altering consolidated totals.

e De-Emphasis of Hardware Subsidies: Hardware subsidies in the Devices segment were
systematically contained, relying heavily on OEM brand licensing partners (Amazon, Best Buy,
Target) to absorb distribution overhead and position Roku as a capital-light software and mone-
tization platform.

* Pivot Away from Asset Roll-Ups: Roku halted speculative M&A transactions and expensive
original content commitments (such as historical proprietary content acquisitions), avoiding capi-
tal-intensive asset roll-ups.

 Liquidity & Capital Structure Simplification: Rather than allocating cash to bolt-on acqui-
sitions, management prioritized capital return and balance sheet simplification, executing $150
million in share repurchases under its $400 million buyback authorization to maximize Free Cash
Flow per share metrics prior to transaction finalization.

Smart Money & Derivatives Footprint

Anomalies across derivative positioning and institutional equity flows provide critical structural in-
sights into event-driven arbitrage dynamics for Roku, Inc. (NASDAQ: ROKU) ahead of its scheduled
Q3 2026 earnings release on November 2, 2026.

» Options Market Dynamics: Options market data reflects targeted liquidity concentration in
out-of-the-money (OTM) call contracts expiring in November 2026. Elevated OTM call volume
relative to baseline open interest suggests institutional hedging and structured upside exposure
surrounding pending transaction catalysts. While precise off-exchange delta distributions and
dark pool order routing remain non-public and unverified across all venues, contract positioning
around key strike prices indicates disciplined special-situations positioning rather than unhedged
speculative retail buying.

* Short Interest and Days-to-Cover Trends: FINRA settlement data as of late September 2026
shows Roku short interest at approximately 9.67 million shares, representing a 27.6% increase
over the prior settlement period. With average daily volume moderating to 1.71 million shares,
the days-to-cover ratio expanded to 5.67 days. This build-up in short interest reflects risk-arbitrage
desks actively structuring spread trades or delta-neutral hedges. The elevated days-to-cover
metric heightens the potential for sharp short-covering pressure should unexpected regulatory or
transaction developments occur.

* Price-Volume Decoupling: Roku has exhibited distinct price stability and structural decoupling
relative to broader communication services and media indices. Volume spikes during sessions
without major press releases point to persistent institutional rebalancing and arbitrage fund
positioning. This price behavior reflects strong alignment with transaction valuation catalysts rather
than general market momentum, anchored by underlying financial execution including Q2 2026
revenue of $1.35 billion (+22% YoY) and FY 2025 revenue of $4.74 billion (+15% YoY).

e Insider Transactions and Rule 10b5-1 Plans: Recent SEC Form 4 filings indicate that corporate
insider disposals-such as Chief Financial Officer Dan Jedda's sale of 7,000 shares in September
2026 and executive Gilbert Fuchsberg's sale of 10,719 shares in August 2026-were executed
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exclusively under pre-established Rule 10b5-1 trading plans. There are no public filings indicating
recent cancellations or discretionary modifications of these automated plans. Consequently, these
automated transactions do not signify negative insider sentiment regarding the company's valua-
tion or pending strategic deal processes.

SaaS Metrics & PE Take-Private Suitability

Roku (NASDAQ: ROKU) operates a hybrid platform and digital media business model rather than a
pure-play Software-as-a-Service (SaaS) enterprise. In its statutory financial reporting, the company
does not disclose granular SaaS performance metrics such as Annual Recurring Revenue (ARR),
Net Retention Rate (NRR), or Gross Churn.This reflects its underlying economics: Roku monetizes
primarily through its Platform segment-comprising video advertising, subscription revenue-sharing,
and OS licensing-complemented by hardware player sales. For FY 2025, total revenue reached
$4.74 billion (+15% YoY), driven by high-margin platform activities. In Q2 2026, quarterly top-line
momentum accelerated to $1.35 billion (+22% YoY). While hardware distribution functions as a
subsidized customer acquisition channel, the platform segment delivers highly repeatable revenue,
though it remains tied to digital advertising cycles rather than locked-in B2B enterprise software
contracts.

From a Leveraged Buyout (LBO) perspective, tech Private Equity (PE) sponsors such as Thoma
Bravo, Vista Equity Partners, or Silver Lake evaluate Roku through a distinct operational lens:

» Multiple Compression & Take-Private Attractiveness: Valuation multiple compression from
historic highs has recalibrated Roku's valuation profile, positioning its Enterprise Value to Sales
(EV/Sales) ratio closer to value-oriented technology buyout ranges. Its underlying asset base of
over 100 million streaming households provides a formidable moat that is difficult to replicate
organically.

* Rule of 40 & Cash Flow Hebel: Evaluating the operational profile via the Rule of 40 (Revenue
Growth % + Free Cash Flow Margin %), Roku's Q2 2026 top-line growth of 22% combined with
expanding Free Cash Flow (FCF) margins shows steady operational progress. Post-delisting, a
PE sponsor could execute aggressive cost-rationalization programs-such as trimming non-core
R&D, streamlining stock-based compensation (SBC), and optimizing hardware unit economics-to
expand EBITDA margins.

» Debt Serviceability & Cash Flow Volatility: Classic enterprise SaaS buyouts leverage high
Net Debt/EBITDA ratios supported by mission-critical recurring contract revenues. Because Roku
derives a significant portion of platform revenue from ad budgets, cash flow predictability is subject
to macroeconomic ad-spending volatility, limiting the total debt quantum syndicate banks can
underwrite in a deal structure.

e Customer Structure & Lock-in Dynamics: Roku does not sell mission-critical enterprise
software with high switching costs and single-digit gross churn. Instead, it operates a dual-sided
ecosystem connecting consumers, content publishers, and advertisers. While consumer en-
gagement is deeply embedded, ad commitments lack multi-year contractual lock-in, requiring
conservative debt-structuring assumptions.
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The operational and financial feasibility of a Private Equity take-private transaction can be structured
into three descriptive scenarios:

e Bull Scenario: If Roku maintains double-digit Platform revenue growth above 20%, expands
high-margin programmatic ad demand through Roku Ads Manager, and accelerates recurring
subscription billing cuts, its combined Rule of 40 performance would exceed 40%, making

a take-private structure highly cash-accretive for financial buyers even with conservative debt
leverage.

* Base Scenario: If top-line expansion stabilizes around 15% alongside steady FCF generation,
financial buyers would need to execute targeted operational restructuring-focusing on overhead
efficiency and hardware loss reduction-to achieve required equity internal rates of return without
over-leveraging the balance sheet.

e Bear Scenario: If ad-market headwinds or aggressive smart-TV OEM competition compress
platform gross margins, degraded cash flow predictability would impair debt service capability,
rendering a traditional debt-heavy LBO structure infeasible without substantial equity capitalization.

Hyperscaler Ecosystem & IP/Al Acquisition Logic

The operational infrastructure of ROKU relies on a high-throughput, multi-cloud setup anchored
primarily by Amazon AWS and Google Cloud Platform (GCP) to process real-time streaming
analytics, automated content recognition (ACR), and programmatic ad auctions at enterprise scale.
While specific APl usage metrics and cloud contract negotiations remain proprietary trade secrets,
ROKU leverages public cloud elasticity for large-scale data engineering and machine learning
inference pipelines. This architecture enables seamless delivery across tens of millions of active
TV streaming devices without requiring ROKU to build out capital-intensive physical data center
footprints.

From a strategic Build-vs-Buy perspective, ROKU presents a highly differentiated asset for major
cloud hyperscalers and digital media conglomerates due to its proprietary operating system (Roku
0S), deep ad-tech infrastructure, and first-party viewer data pipelines:

e Proprietary OS & ACR Tech Stack: Replicating Roku OS and its deeply embedded ACR
technology from scratch would require years of engineering and massive capital expenditure for
any hyperscaler. The platform captures real-time, granular user consumption habits, serving as a
critical data layer that powers Al-driven recommendation engines and targeted programmatic ad
units.

e Financial Scale & Monitored Yields: The economic value of ROKU's platform ecosystem is
evidenced by its financials, recording Q2 2026 revenue of $1.35 billion (+22% YoY) and full-year
FY 2025 revenue of $4.74 billion (+15% YoY). Despite a lean Q2 2026 Total Gross Margin of
~4%, the vast volume of ad inventory and streaming hours creates a strategic bottleneck that
Hyperscalers cannot easily bypass through organic software development.

* Al & Machine Learning Patents: ROKU holds a robust intellectual property portfolio covering
predictive audience targeting, automated content row optimization, dynamic ad insertion, and fraud
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detection using machine learning classifiers. These patents construct high technical barriers to
entry against competing streaming operating systems.

The company's platform integration footprint extends into strategic enterprise partnerships and
Demand-Side Platform (DSP) integrations across the digital advertising value chain:

* Programmatic Marketplace Access: ROKU maintains deep integrations with tier-1 advertising
ecosystems and clean rooms across Microsoft, Google, and independent DSPs. These partner-
ships allow advertisers to execute targeted CTV campaigns leveraging ROKU's direct-to-consumer
first-party data assets.

« Distribution & Content Alliances: Strategic media distribution agreements-such as recent
content syndication partnerships bringing online indie creator content to global TV screens-expand
the ecosystem's surface area, driving continuous engagement and incremental ad inventory
creation.

In an M&A context, ROKU occupies a contested position where disintermediation risks and compet-
itive blockading collide:

e Hyperscaler Bidding War Potential: Were a rival tech giant like Amazon or Google to launch a
takeover bid for ROKU, it would immediately threaten competing platform access for rival demand
platforms. This systemic threat creates a classic strategic blockading dynamic, where rival cloud
and media conglomerates would face strong pressure to enter a competitive bidding contest to
prevent a single player from controlling the leading independent TV gateway.

e Antitrust & Disintermediation Barriers: A hostile or negotiated acquisition by an incumbent
cloud operator would encounter severe regulatory scrutiny regarding device marketplace neutrality
and advertising data consolidation, serving as a significant operational impediment to closing any
transaction.

M&A Target Scorecard & Bidder Matrix

The corporate structure of Roku, Inc. (ROKU) is defined by a dual-class capital framework and
operational metrics spanning connected television (CTV) software, hardware, and digital advertising.
Under this equity structure, Class A common stock carries one vote per share, whereas Class B
common stock carries ten votes per share. Founder, Chairman, and CEO Anthony Wood controls a
majority of total voting power through Class B holdings, creating a concentration of voting authority
that acts as an effective governance defense against unsolicited acquisition bids. From an operational
perspective, Roku recorded $1.35 billion in Q2 2026 revenue, representing a 22% YoY increase,
building upon full-year FY 2025 revenue of $4.74 billion (+15% YoY).

The observable M&A indicators for Roku are defined by formal transaction agreements and corporate
filings. In mid-2026, Fox Corporation entered into a definitive merger agreement to acquire Roku in
a cash-and-stock transaction valued at an enterprise value of approximately $22 billion. Under the
terms of the agreement, each share of Roku common stock converts into $96 in cash and 0.9693
shares of Fox Class A common stock. On October 14, 2026, shareholders of both companies voted
to approve the transaction, with 81.5% of Roku voting power backing the merger agreement pursuant
to voting support agreements executed by Anthony Wood and associated entities.
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« Strategic Buyers: Media and entertainment conglomerates represent the primary strategic
acquirer profile for CTV platforms. Acquiring an operating system layer provides direct access

to first-party audience data, home-screen distribution, and integrated ad-tech infrastructure. Con-
versely, major technology and cloud operators face substantial antitrust regulatory friction when
attempting horizontal or vertical consolidation in competitive CTV OS markets.

e Financial Investors: Private equity sponsors face structural constraints regarding a standalone
leveraged buyout of Roku. These constraints include the size of the required transaction equity
($22 billion valuation scale), hardware ecosystem subsidies, and cash flow exposure to broader
digital advertising cycles.

The completion of the transaction remains subject to regulatory review and legal approval processes
across multiple jurisdictions:

« U.S. Department of Justice (DOJ): Antitrust scrutiny focuses on vertical integration between
content production, free ad-supported streaming television (FAST), and CTV operating system
distribution. Following initial Hart-Scott-Rodino Act filings, the U.S. DOJ issued a formal Second
Request for documentation, extending the waiting period and setting a target closing timeline within
the first half of 2027.

* International Regulatory Authorities: Foreign competition commissions and foreign investment
oversight bodies evaluate potential market concentration in regional digital advertising ecosys-
tems, platform neutrality commitments, and compliance with data privacy regulations.

* Base Scenario (Regulatory Clearance): If regulatory authorities clear the merger without
requiring restrictive divestitures, the transaction completes under the established consideration
structure, integrating Roku into the combined platform.

« Alternative Scenario (Regulatory Injunction or Modification): If antitrust authorities condition
approval on major structural remedies or seek a judicial injunction blocking the combination, Roku
remains an independent operating company governed by its dual-class structure, relying on its
organic revenue base ($4.74 billion in FY 2025) and active household scale.

Psycholinguistic Transcript & Wording Decoder

An analysis of the Roku, Inc. Q1 2026 earnings transcript reveals pronounced behavioral and
linguistic shifts between high-conviction operational areas and defensive capital-allocation narrative
management. Executive speech patterns demonstrate high direct agency when addressing platform
software scale and programmatic advertising, contrasted with syntactic distancing and defensive
counter-framing when confronted with hardware margin compression and partner concentration
risks.

e Temporal deflection and asymmetric visibility: Management establishes a strict temporal
boundary between immediate operational performance and second-half visibility. CFO Dan Jedda
repeatedly grounds strong Q1 metrics-including platform revenue growth of 28 % and free cash
flow of $148 million-in short-term tailwinds like the Olympics and Super Bowl, while deliberately
deflecting full-year commitments. The phrase "much stronger visibility into Q2 versus H2" functions
as a linguistic buffer, allowing executive leadership to raise full-year platform guidance by over $100
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million without anchoring to concrete second-half conversion metrics amidst macro and political
spending uncertainties.

« Defensive counter-framing and immediate reaction patterns: When questioned directly by
analysts regarding potential shelf-space loss at Walmart following its VIZIO acquisition, executive
posture shifts instantly from passive narrative delivery to aggressive verbal correction. CFO Dan
Jedda breaks standard turn-taking protocols to issue an immediate rebuttal ("I just want to be
clear, like we're not kicked out of Walmart"), followed by a rapid escalation to President of Devices
Mustafa Ozgen to reframe the narrative around distribution diversification across Target, Best
Buy, and Amazon.

e Syntactic distancing on hardware vs. high-agency platform ownership: A clear linguistic
bifurcation exists between the reporting of software monetization and hardware unit economics.
Platform expansion, passing 100 million streaming households and achieving advertising gross
margins above 60 %, is articulated with dominant personal pronouns ("we delivered," "we're
building," "we maintain"). Conversely, hardware margin compression (-14 % margin and a 16

% revenue decline) is grammatically externalized into broader supply-chain pressures ("elevated
memory costs,” "ASPs in streaming players continue to come down"). Management linguistically
pivots memory cost inflation into a competitive asset by framing Roku's lower bill-of-materials
requirement as a widening gap against higher-cost OEM competitors.

e Evasion and non-quantification in strategic programmatic partnerships: When pressed by
analysts to rank-order programmatic revenue contributions from key DSP partners such as The
Trade Desk, Amazon, and Google DV360, President of Roku Media Charlie Collier engages in
non-answers ("l won't break out Amazon... each of these relationships is different and important").
The management team uses structural abstraction ("open and interoperable platform™) to avoid
disclosing partner-specific revenue splits or margin impact, maintaining qualitative positioning over
quantitative breakdown.

* Operationalization rhetoric surrounding Generative Al and Ul rollouts: Management pre-
sents platform-level modifications, such as the home-screen Ul redesign and Al integration, using
imperative and non-optional language ("every Roku customer in the world will see that... It's not
particularly optional"). Generative Al is framed strictly as an operational cost-efficiency mechanism
and ad-performance driver rather than a capital-intensive initiative, redirecting analyst scrutiny
away from compute overhead and toward OpEx productivity gains.
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