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The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become effective on such date as the
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We and the selling stockholders may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and we and
the selling stockholders are not soliciting offers to buy these securities in any jurisdiction where the offer or sale is not permitted.

PROSPECTUS (Subject to Completion)

Issued February 11, 2011

                     Shares

COMMON STOCK

Pandora Media, Inc. is offering                  shares of its common stock and the selling stockholders are offering                  shares of common
stock. We will not receive any proceeds from the sale of shares by the selling stockholders. This is our initial public offering and no public
market exists for our shares. We anticipate that the initial public offering price of our common stock will be between $                 and
$                 per share.

We intend to apply for listing of our common stock on the                      under the symbol �                    .�

Investing in the common stock involves risks. See �Risk Factors� beginning on page 11.
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PRICE $             A SHARE

Price to
Public

Underwriting
Discounts and
Commissions

Proceeds to
Company

Proceeds to
Selling

Stockholders
Per Share $         $         $         $         
Total $         $         $         $         

Pandora Media, Inc. and the selling stockholders have granted the underwriters the right to purchase up to an additional                  shares of
common stock to cover over-allotments.

The Securities and Exchange Commission and state securities regulators have not approved or disapproved these securities, or determined if
this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The underwriters expect to deliver the shares to purchasers on                     , 2011.

MORGAN STANLEY J.P. MORGAN

WILLIAM BLAIR & COMPANY STIFEL NICOLAUS WEISEL

                        , 2011
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PANDORA®

internet radio

Our mission is to enrich people�s lives by enabling them to enjoy music they know and discover music they�ll love. Anytime. Anywhere.
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You should rely only on the information contained in this prospectus or in any free-writing prospectus we may authorize to be delivered or made
available to you. We, the selling stockholders and the underwriters have not authorized anyone to provide you with additional or different
information. We and the selling stockholders are offering to sell and seeking offers to buy, shares of our common stock only in jurisdictions
where offers and sales are permitted. The information in this prospectus or a free-writing prospectus is accurate only as its date, regardless of its
time of delivery or of any sale of shares of our common stock. Our business, financial condition, results of operations and prospects may have
changed since that date.

Until                     , 2011, all dealers that buy, sell or trade shares of our common stock, whether or not participating in this offering, may
be required to deliver a prospectus. This is in addition to the dealers� obligation to deliver a prospectus when acting as underwriters and
with respect to their unsold allotments or subscriptions.

Unless the context requires otherwise, the words �Pandora,� the �company,� �we,� �us� and �our� refer to Pandora Media, Inc. For purposes of this
prospectus, the term �stockholders� shall refer to holders of our common stock.
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PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this prospectus and is qualified in its entirety by the more detailed
information and financial statements included elsewhere in this prospectus. This summary may not contain all of the information that you should
consider before deciding to invest in our common stock. You should read this entire prospectus carefully, including the sections entitled �Risk
Factors� and �Management�s Discussion and Analysis of Financial Condition and Results of Operations� and our financial statements and
accompanying notes before making an investment decision.

PANDORA MEDIA, INC.

Our Mission

Our mission is to enrich people�s lives by enabling them to enjoy music they know and discover music they�ll love, anytime, anywhere. People
connect with music on a fundamentally personal and deeply emotional level. Whether it�s a song someone first heard ten years ago or one they�ve
just discovered, if they connect with that music on our service, a strong bond is forged at that moment with Pandora. Just as we value music, we
also hold a deep respect for those who create it. We celebrate and hold dear the individuals who have chosen to make music, from megastars to
talented new and emerging artists.

Who We Are

Pandora is the leader in internet radio in the United States, offering a personalized experience for each of our listeners. We have pioneered a new
form of radio � one that uses intrinsic qualities of music to initially create stations and then adapts playlists in real-time based on the individual
feedback of each listener. In January 2011, we had over 80 million registered users and we added a new registered user every second on average.
We have more than a 50% share of all internet radio listening time among the top 20 stations and networks in the United States, according to a
November 2010 report by Ando Media, or Ando, an audience measurement and ads management firm. Since we launched the Pandora service in
2005, our listeners have created over 1.4 billion stations.

The Music Genome Project and our playlist generating algorithms form the technology foundation that enables us to deliver personalized radio
to our listeners. These proprietary technologies power our ability to predict listener music preferences and play music content suited to the tastes
of each individual listener. The extensive musicological database of the Music Genome Project has been meticulously built by a team of
professional musicians and musicologists analyzing up to 480 attributes, or genes, for every song in our vast collection, to capture the
fundamental musical properties of each recording. When a listener enters a single song, artist, composer or genre to start a station � a process we
call seeding � our complex mathematical algorithms combine the genes cataloged by the Music Genome Project with individual and collective
feedback to suggest songs and build personalized playlists. Over the last decade, our music analysts have been analyzing songs, our engineers
have been organizing the genome and refining our playlist generating algorithms and, since the launch of our service five years ago, our listeners
have been giving us feedback as they use our service. Containing over 800,000 songs from over 80,000 artists, we believe the Music Genome
Project is the most comprehensive analysis of music in the world.

We make the Pandora service available through a variety of distribution channels. In addition to streaming our service to traditional computers,
we have developed Pandora applications for smartphones, such as Android phones, Blackberry phones and the iPhone, and partnered with the
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with major automobile manufacturers, including Ford Motor Company, Mercedes-Benz and MINI (BMW Group), and their suppliers, to
integrate the Pandora service into current and future automotive sound systems. To date, the Pandora app has been downloaded more than
50 million times on the most popular smartphone platforms in the United States. According to a September 2010 report by Nielsen, a media
measurement firm, the Pandora app is a top five most used app across all four major smartphone platforms in the United States. In January 2011,
the Pandora app was the #2 all-time downloaded free iPhone app and the #1 all-time downloaded free iPad app, according to Apple.

We offer our service to listeners at no cost and we generate revenue primarily from advertising. We also offer a subscription service to listeners.
Our advertising solutions address three large advertising markets in the United States: online display and rich media, mobile and broadcast radio.
The online display and rich media advertising market was $8.5 billion in 2010, and is expected to grow at a 12% compound annual growth rate
to $13.5 billion in 2014, according to IDC, a provider of market intelligence. Just as shifting consumer consumption to online media has driven
online advertising growth, the mobile advertising market is expected to grow as more users access the internet through mobile devices. IDC
estimates that in 2010 there were 103 million consumer mobile devices using the internet in the United States, and forecasts that this number will
grow to 168 million in 2014. Along with consumer mobile internet usage growth, mobile advertising is expected to grow rapidly, from $743
million in 2010 to $2.5 billion in 2014, a 36% compound annual growth rate according to an October 2010 study by eMarketer, a business
information service. Our audio advertising products also address the broadcast radio ad market which was $15.7 billion in 2010 and is expected
to reach $17.0 billion in 2014, according to IDC. We have a significant opportunity to serve the needs of both national and local advertising
customers in these three markets.

Our revenue was $55.2 million and $90.1 million in fiscal 2010 and the nine months ended October 31, 2010, respectively. Our net loss was
$16.8 million and $0.3 million in fiscal 2010 and the nine months ended October 31, 2010, respectively.

How We Are Redefining Radio

Radio has accounted for approximately 80% of audio entertainment listening hours every year from 2002 to 2009, according to the Veronis
Suhler Stevenson, or VSS, Communications Industry Forecasts, 22nd and 24th Editions. In addition, in 2009, listeners averaged 13 hours per
week of audio entertainment listening on the radio, compared to approximately three hours per week for owned recorded music on formats such
as CDs or MP3s, according to VSS. We are redefining radio from the traditional one-to-many programming of broadcast radio to a truly
personalized one-to-one radio listening experience. We believe the following competitive strengths will help us realize the potential of our
opportunity:

We Enable Personalization and Discovery. Unlike traditional radio stations that broadcast the same content at the same time to all of their
listeners, we enable each of our listeners to create up to 100 personalized stations. We believe the promotion of music discovery is one of the
reasons why radio has endured as the most popular way to listen to music and that our personalized playlist generating system more effectively
introduces listeners to music they will love.

We Listen to Our Listeners. We continue to build a highly-recognized brand by providing a high quality service. We believe the greatest
contributor to our growth has been our passionate listeners sharing their positive experiences with their friends, families and other music fans.
Pandora has grown primarily by word-of-mouth, and as a result, we have been able to build our brand with relatively low marketing costs.

2
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We�ve Pioneered a Personalized Playlist Generating System. Our proprietary personalized playlist generating system enables us to predict
listener music preferences and stream music content that is tailored to individual music tastes.

� Genotyping Music. Our music analysts measure up to 480 attributes per song that collectively capture a song�s musical attributes �
everything from melody, harmony and instrumentation to rhythm, vocals and lyrics.

� Leveraging Individual and Collective Feedback. While listening to a station, our listeners provide feedback by selecting a thumbs-up
(I like this song) or a thumbs-down (I don�t like this song). These �thumbs� teach us more about our listeners� preferences and we use
them to adapt and improve the playlist for each listener in real-time. In 2010, we received an aggregate of over three billion thumbs,
and since the launch of our service we have collected over eight billion thumbs.

� Developing and Refining Playlist Generating Algorithms. We have developed, and continue to refine, complex mathematical
algorithms that combine the musical analysis from the Music Genome Project with the individual and collective feedback we receive
from our listeners to predict music preferences and generate personalized playlists.

� Building Our Catalog. We add thousands of songs per month to the Music Genome Project based on music selected by our curators,
feedback from our listeners and independent submissions by artists. Our vast catalog of songs represent nearly every recorded
musical genre, from classical, jazz, rock, pop and hip hop to post punk, Celtic and flamenco.

We�ve Built a Multi-Channel Distribution Ecosystem. We work closely with our distribution partners, including manufacturers of smartphones,
consumer electronics products and automotive sound systems, so that our listeners can enjoy personalized radio anytime, anywhere.

Why Our Listeners Choose Pandora

We Provide a High Quality Personalized Experience Full of Discovery. Each of our listeners can create up to 100 internet radio stations
personalized for his or her tastes, mood, situation or venue. The Pandora service bridges the gap between music owned by listeners, which does
not promote discovery, and mass-market broadcast radio, which is not personalized.

Pandora is Free and Easy. Getting started on Pandora is free and easy. Our interface is simple, intuitive and uncluttered. Our goal is to have
listeners tapping their feet to music they love the moment they access the Pandora service. In addition to creating a station by selecting a song or
artist, we offer genre stations to make seeding a station even easier. Listeners can also learn about artists, songs and lyrics and easily access
online music stores to purchase singles or albums with a few simple clicks.

We�re Everywhere Our Listeners Want Us to Be. Music is a part of everyday life for most people. Thanks to the proliferation of broadband
internet access and internet-connected devices and our strong multi-partner ecosystem, listeners can access the Pandora service wherever they
want. Our listeners can tune in at work, in the car, at home and virtually anywhere they want.

Why Our Advertisers Choose Pandora

Edgar Filing: Pandora Media, Inc. - Form S-1

Table of Contents 13



Reaching Millions of People, One at a Time. We had 80 million registered users as of January 2011 and in our fiscal year ended January 31,
2011, we streamed approximately 3.9 billion hours of radio listening. On the Pandora service, advertisers are able to reach listeners in ways that
are not possible for broadcast radio, which uses listener survey data to estimate a likely audience size and composition at any given time. We
enable both national and local advertisers to reach individual listeners based on their age, gender, zip code and music
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preferences and provide analytics for our advertisers detailing characteristics of the listeners their campaigns reached. Our listeners actively
participate with our service, providing advertisers the opportunity to interact with them.

Multi-Platform Ad Solutions. We provide display, audio and video advertising products across multiple distribution platforms. Our advertisers
have the ability to design multi-platform campaigns that reach our listeners wherever they enjoy listening to music. Our advertisers can
seamlessly combine audio ads with rich display ads to create an immersive branding environment. With one of the top mobile device apps and a
mobile listenership that has surpassed our traditional computer listenership, we believe we are well-positioned to continue to innovate in this
market.

Enhanced Messaging Environment. Our advertising products are integrated with the listening experience and are designed to minimize
disruption to our listeners while enhancing their engagement with ads. Our uncluttered listener interface maximizes the impact of our advertisers�
messages. Our display and video advertising products are generally served when listeners click on the Pandora service, such as when they
change a station or thumbs-up a song, further enhancing listener engagement with our advertisers� messages. In addition, on average, we
currently run less than one minute of audio ads per hour of listening. By comparison, the three major radio networks averaged approximately 13
minutes of ads per hour in 2009, according to SNL Kagan, a media and communications research firm.

Listener Growth

We track listener hours and number of registered users because they are key indicators of the growth of our business. The charts below set forth
on a quarterly basis our listener hours for fiscal 2009 and 2010 and the nine months ended October 31, 2010, as well as our registered users as of
the end of each of those periods.

Total Listener Hours(1) Total Registered Users(2)
(in millions) (in millions, end of period)

(1) Listener hours are defined in footnote 2 to our Selected and Other Financial Data.
(2) Registered users are defined in footnote 3 to our Selected and Other Financial Data.

Pandora Tomorrow

Our growth has been driven by making the Pandora service a great experience for our listeners, by broadening the availability of our service and
by growing ad revenue in ways that work for both our listeners and our advertisers. We are focused on building a successful long-term business
and the key elements of our strategy are to:

Enhance Our Service. We believe the better job we do creating a great experience, the more listeners we attract, the more they listen, and the
more they help us grow through word-of-mouth. As a result, we intend to continue to innovate and improve the Pandora service.
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Develop Innovative Advertising Products. We continue to develop advertising products that are compelling for our advertisers without
compromising the music experience for our listeners.

Build Our Ad Sales Force and Support Organization. We are building our sales force to further our penetration of national and local advertisers.

Expand Distribution. We are expanding our reach to new mobile, consumer electronics, and automotive platforms.

Expand to Other Geographies. We believe there is a substantial market for online personalized radio outside of the United States, and our
long-term goal is to deliver the Pandora service to listeners globally.

Expand Content Formats. Although music format stations represent 80% of total radio share according to Arbitron, a media and marketing
research firm, many radio listeners are drawn to sports, talk, news and other forms of content beyond music. We think there is an opportunity
over the long term to offer these types of content in addition to music.

Risks Related to Our Business

Our business is subject to a number of risks of which you should be aware before making an investment decision. These risks are discussed more
fully under the caption �Risk Factors,� and include but are not limited to the following:

� Internet radio is an emerging market, and if we are unable to increase the number of listeners and listener hours or to convince
advertisers of the benefits of our advertising products, our business and future prospects will be harmed.

� We have aggressive plans to increase the number of listeners who use the Pandora service on mobile devices; however, the market
for advertising on mobile devices, such as smartphones, is immature, and if we are unable to increase revenue from advertising that
targets our listeners who use mobile devices, our results of operations will be materially adversely affected.

� We face many competitive challenges, any of which could adversely affect our prospects, results of operations and financial
condition.

� Those who own copyrights in musical works are vigilant in protecting their rights and the licensing structure that we operate under
may change or cease to exist, either of which could result in a material increase in our content acquisition expenses.

� Our ability to increase the number of our listeners will depend in part on our ability to establish and maintain relationships with
makers of connected devices, our ability to make our technologies compatible with their platforms and consumer acceptance of the
products that integrate our service.
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� Our business and prospects depend on the strength of our brand and failure to maintain and enhance our brand would harm our
ability to expand our base of listeners, advertisers and other partners and may require us to increase our marketing expenses, which
would adversely affect our results of operations.

Corporate Information

We were incorporated in the State of California in January 2000 as TheSavageBeast.com, Inc. and changed our name in May 2000 to Savage
Beast Technologies Incorporated. In July 2005, we changed our name to Pandora Media, Inc. In December 2010, we became a Delaware
corporation by way of a merger with and into a wholly-owned Delaware subsidiary, with the Delaware subsidiary remaining as the surviving
corporation with the name Pandora Media, Inc. following the merger.
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We have a January 31 fiscal year end. Accordingly, all references herein to a fiscal year refer to the 12 months ended January 31 of such year,
and references to the first, second, third and fourth fiscal quarters refer to the three months ended April 30, July 31, October 31 and January 31,
respectively.

Our principal executive offices are located at 2101 Webster Street, Suite 1650, Oakland, California 94612 and our telephone number is
(510) 451-4100. Our website is www.pandora.com. The information on or that can be accessed through our website is not part of, and is not
incorporated, into this prospectus.

Pandora®, the Music Genome Project® and other trademarks or services marks of Pandora appearing in this prospectus are the property of
Pandora. All other service marks, trademarks and trade names referred to in this prospectus are property of their respective holders.
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THE OFFERING

Common stock offered by Pandora                      shares

Common stock offered by the selling stockholders                      shares

Total common stock offered                      shares

Over-allotment option                      shares

Common stock to be outstanding after this offering                      shares, or                      shares if the underwriters exercise their option to
purchase additional shares in full based on the number of shares of common stock as of
January 31, 2011.

Dividend policy Except for the payment of accrued and unpaid dividends on our redeemable convertible
preferred stock upon conversion of such redeemable convertible preferred stock in
connection with the closing of this offering, we do not anticipate paying any dividends in
the foreseeable future. See the sections captioned �Use of Proceeds� and �Dividend Policy�
for additional information.

Use of proceeds We estimate that the net proceeds to us from the sale of the shares of common stock
offered by us will be approximately $            , or approximately $             if the
underwriters� over-allotment option is exercised in full, based on an assumed initial public
offering price of $             per share, the midpoint of the estimated price range set forth on
the cover page of this prospectus, and after deducting underwriting discounts and
commissions and estimated offering expenses payable by us. We will not receive any of
the proceeds from the sale of common stock by the selling stockholders.

We will use a portion of the net proceeds of this offering to pay accrued and unpaid dividends on our redeemable convertible preferred stock in
connection with the automatic conversion of such redeemable convertible preferred stock into common stock upon the closing of this offering.
The amount of such accrued dividends will be equal to (1) approximately $25.0 million, which is the amount of accrued dividends if the closing
had occurred on October 31, 2010, plus (2) approximately $26,000 per day for the period from October 31, 2010 to the date of the closing. We
anticipate that we will use the remaining net proceeds of this offering for general corporate purposes, including working capital. We may also
use a portion of the net proceeds to acquire, invest in, or obtain rights to, complementary technologies, products, services or businesses. There
are no such transactions under consideration at this time. See the section captioned �Use of Proceeds� for additional information.

Proposed trading symbol

7
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The number of shares of our common stock to be outstanding after this offering is based on 151,805,230 shares of our common stock
outstanding as of January 31, 2011 and excludes:

� 33,407,775 shares of common stock issuable upon the exercise of outstanding options to purchase our common stock at a weighted
average exercise price of $0.63 per share;

� 403,298 shares of common stock issuable upon exercise of warrants at a weighted average exercise price of approximately $0.71 per
share; and

� 6,310,291 shares of common stock reserved for issuance under our existing stock option plan.

Unless otherwise indicated, all information in this prospectus reflects and assumes the following:

� no exercise by the underwriters of their option to purchase up to                      additional shares of our common stock from
                    ;

� the conversion of all outstanding warrants to purchase shares of our redeemable convertible preferred stock into warrants to purchase
403,298 shares of common stock upon the closing of this offering;

� the automatic conversion of all of our outstanding redeemable convertible preferred stock into an aggregate of 137,294,574 shares of
common stock upon the closing of this offering and the payment of accrued dividends on such shares in connection with such
conversion; and

� the filing of our amended and restated certificate of incorporation and the adoption of our amended and restated bylaws immediately
prior to the effectiveness of the offering.

In addition, we anticipate effecting a reverse stock split prior to the effectiveness of this offering. This prospectus does not reflect the effects of
this reverse stock split.
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SUMMARY FINANCIAL AND OTHER DATA

The following tables summarize financial data regarding our business. You should read the following summary financial and other data in
conjunction with �Selected Financial and Other Data� and �Management�s Discussion and Analysis of Financial Condition and Results of
Operations� and our financial statements and related notes included elsewhere in this prospectus. We derived the statements of operations data for
the three years ended January 31, 2008, 2009 and 2010 from our audited financial statements included elsewhere in this prospectus. We derived
the unaudited statement of operations data for the nine months ended October 31, 2009 and 2010 and the balance sheet data as of October 31,
2010 from our unaudited interim financial statements included elsewhere in this prospectus. The pro forma, as adjusted balance sheet data
reflects balance sheet data as of October 31, 2010 after giving pro forma effect to the automatic conversion of all outstanding redeemable
convertible preferred stock into common stock upon the closing of this offering, our receipt of the net proceeds from the sale by us in this
offering of                      shares of common stock at an assumed initial public offering price of $             per share, the mid-point of the estimated
price range on the cover page of this prospectus, and the application of the net proceeds we will receive from this offering in the manner
described in �Use of Proceeds.� The unaudited interim financial statements data has been prepared on the same basis as the audited financial
statements and reflect all adjustments, consisting only of normal recurring adjustments, necessary for a fair presentation of the financial
information set forth in those statements. Our historical results are not necessarily indicative of results to be expected in any future period, and
results for the nine months ended October 31, 2010 are not necessarily indicative of results to be expected for the full fiscal year.

Fiscal Year Ended January 31,
Nine Months Ended

October 31,
2008 2009 2010 2009 2010

(unaudited)
(in thousands, except per share data)

Statement of Operations Data:
Revenue:
Advertising $ 13,314 $ 18,247 $ 50,147 $ 28,716 $ 77,852
Subscription services and other 985 1,086 5,042 2,636 12,271

Total revenue 14,299 19,333 55,189 31,352 90,123
Costs and expenses:
Cost of revenue(1) 5,850 7,398 7,892 5,808 7,977
Product development(1) 5,932 6,116 6,026 4,437 4,817
Marketing and sales(1) 8,214 13,265 17,426 11,820 21,884
General and administrative(1) 2,577 4,190 6,358 4,592 9,204
Content acquisition 6,402 15,771 32,946 22,522 45,422

Total costs and expenses 28,975 46,740 70,648 49,179 89,304

Income (loss) from operations (14,676) (27,407) (15,459) (17,827) 819
Other income (expense), net 688 (821) (1,294) (810) (1,147) 

Net loss $ (13,988) $ (28,228) $ (16,753) $ (18,637) $ (328) 

Net loss attributable to common stockholders $ (17,751) $ (32,037) $ (24,875) $ (24,728) $ (7,131) 

Basic and diluted net loss per share attributable to common
stockholders $ (3.80) $ (5.45) $ (3.84) $ (3.94) $ (0.70) 

Weighted-average number of shares used in computing per share
amounts 4,671 5,881 6,482 6,280 10,137

Pro forma net income (loss) per share attributable to common
stockholders:
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Basic and diluted (unaudited) $ (0.15) $ 0.00

Pro forma weighted average shares used to compute pro forma net
income (loss) per share attributed to common stockholders:
Basic and diluted (unaudited) 113,652 156,586
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Key Metrics (unaudited):(2)
Fiscal Year Ended

January 31,
Nine Months Ended

October 31,
    2009        2010        2009        2010    

Listener hours (in billions)(3) 1.0 2.1 1.4 2.6
Registered users (end of period, in millions)(4) 22 46 38 71

As of October 31, 2010

Actual

Pro Forma, 
as

Adjusted(5)
(unaudited)

Balance Sheet Data (in thousands):
Cash and cash equivalents $ 40,782
Working capital 37,198
Total assets 83,708
Preferred stock warrant liabilities 1,027
Redeemable convertible preferred stock 124,497
Common stock and additional paid-in capital 1
Total stockholders� equity (deficit) (83,879) 

(1) Includes stock-based compensation as follows:

Fiscal Year Ended January 31,
Nine Months

Ended October 31,
2008 2009 2010 2009 2010

(unaudited)
(in thousands)

Cost of revenue $ 10 $ 14 $ 18 $ 13 $ 46
Product development 44 54 125 73 212
Marketing and sales       158       188       225       152      342
General and administrative 71 77 109 83 346

(2) Comparable information is not readily available prior to fiscal 2009.
(3) Listener hours are defined in footnote 2 to our Selected Financial and Other Data.
(4) Registered users are defined in footnote 3 to our Selected Financial and Other Data.
(5) A $1.00 increase (decrease) in the assumed initial public offering price of $             per share of our common stock in this offering would increase (decrease)

each of cash and cash equivalents, working capital, total assets and total stockholders� equity by $             million, assuming the number of shares offered by
us, as set forth on the cover page of this prospectus, remains the same, and after deducting underwriting discounts and commissions and estimated offering
expenses payable by us.

10
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RISK FACTORS

Investing in our common stock involves a high degree of risk. Before deciding to invest in our common stock, you should carefully consider each
of the following risk factors and all other information set forth in this prospectus and any related free writing prospectus. The following risks
and the risks described elsewhere in this prospectus, including in the section entitled �Management�s Discussion and Analysis of Financial
Condition and Results of Operations,� could materially harm our business, financial condition, operating results, cash flow and prospects. If
that occurs, the trading price of our common stock could decline, and you may lose all or part of your investment.

Risks Related to Our Business

Internet radio is an emerging market, which makes it difficult to evaluate our current business and future prospects.

Internet radio is an emerging market and our current business and future prospects are difficult to evaluate. The market for internet radio has
undergone rapid and dramatic changes in its relatively short history and is subject to significant challenges. As a result, the future revenue and
income potential of our business is uncertain. You should consider our business and prospects in light of the risks and difficulties we encounter
in this new and rapidly evolving market, which risks and difficulties include, among others:

� our relatively new, evolving and unproven business model;

� our ability to retain our current listenership, build our listener base and increase listener hours;

� our ability to effectively monetize listener hours, particularly with respect to listener hours on mobile devices;

� our ability to attract new advertisers, retain existing advertisers and prove to advertisers that our advertising platform is effective
enough to justify a pricing structure that is profitable for us;

� our ability to maintain relationships with makers of mobile devices, consumer electronic products and automobiles; and

� our operation under an evolving music industry licensing structure that may change or cease to exist, which in turn may result in a
significant increase in our operating expenses.

Failure to successfully address these risks and difficulties, and other challenges associated with operating in a new and emerging market, could
significantly harm our business, financial condition, results of operations, liquidity and prospects.

We have incurred significant operating losses in the past and may not be able to generate sufficient revenue to be profitable.
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Since our inception in 2000, we have incurred significant net operating losses and as of October 31, 2010, we had an accumulated deficit of
$83.9 million. A key element of our strategy is to aggressively increase the number of listeners and listener hours to increase our market
penetration. However, as our number of listener hours increases, the royalties we pay for content acquisition also increase. We have not in the
past generated, and may not in the future generate, sufficient revenue from the sale of advertising and subscriptions to offset such royalty
expenses. If we cannot successfully earn revenue at a rate that exceeds the operational costs associated with increased listener hours, we may not
be able to achieve or sustain profitability. In addition, we expect to invest heavily in our operations to support anticipated future growth and
public company reporting and compliance obligations. As a result of these factors, we expect to continue to incur operating losses on an annual
basis through at least the end of fiscal 2012.

Our revenue increased rapidly in each of the fiscal years ended January 31, 2007 through January 31, 2010; however, we expect our revenue
growth rate to decline in the future as a result of a variety of factors, including

11
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increased competition and the maturation of our business, and we cannot assure you that our revenue will continue to grow or will not decline.
You should not consider our historical revenue growth or operating expenses as indicative of our future performance. If our revenue growth rate
declines or our operating expenses exceed our expectations, our financial performance will be adversely affected. Further, if our future growth
and operating performance fail to meet investor or analyst expectations, it could have a materially negative effect on our stock price.

In addition, in our efforts to increase revenue as the number of listener hours has grown, we have expanded and expect to continue to expand our
sales force aggressively. If our hiring of additional sales personnel does not result in a sufficient increase in revenue, the cost of this additional
headcount will not be offset, which would have an adverse effect on our business, financial condition and results of operations.

Our failure to convince advertisers of the benefits of our service in the future could harm our business.

For the nine months ended October 31, 2010, we derived 86.4% of our revenue from the sale of advertising and expect to continue to derive a
substantial majority of our revenue from the sale of advertising in the future. Our ability to attract and retain advertisers, and ultimately to
generate advertising revenue, depends on a number of factors, including:

� increasing the number of listener hours;

� keeping pace with changes in technology and our competitors;

� competing effectively for advertising dollars from other online marketing and media companies;

� penetrating the market for local radio advertising;

� continuing to develop and diversify our advertisement platform, which currently includes delivery of display, audio and video
advertising products through multiple delivery channels, including traditional computers, mobile and other connected devices,
including automobiles; and

� coping with ad blocking technologies that have been developed and are likely to continue to be developed that can block the display
of our ads.

Our agreements with advertisers are generally short term or may be terminated at any time by the advertiser. Advertisers are spending only a
small amount of their overall advertising budget on our service, may view advertising with us as experimental and unproven and may leave us
for competing alternatives at any time. We may never succeed in capturing a greater share of our advertisers� core advertising spending,
particularly if we are unable to achieve the scale and market penetration necessary to demonstrate the effectiveness of our advertising platforms,
or if our advertising model proves ineffective or not competitive when compared to alternatives. Failure to demonstrate the value of our service
would result in reduced spending by, or loss of, existing or potential future advertisers, which would materially harm our revenue and business.

The market for advertising on mobile devices, such as smartphones, is immature and if we are unable to increase revenue from advertising
that targets our listeners who use mobile devices, our results of operations will be materially adversely affected.
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Our number of listener hours on mobile devices has surpassed listener hours on traditional computers and we expect that this trend will continue
and is likely to accelerate. The market for advertising on mobile devices is immature and the percentage of the advertising market allocated to
advertising on mobile devices is lower than online advertising. Our cost of content acquisition is calculated on the same basis whether a listening
hour is consumed on a traditional computer or a mobile device. To date, we have not been able to generate revenue from advertising that targets
our listeners who use mobile devices as effectively as we have for our traditional computer listeners. We have aggressive plans to increase the
number of listeners who use the Pandora service on mobile devices, including our efforts to expand integration into automobiles, and we cannot
assure you that we will be able to effectively monetize mobile listenership, or the time frame on which we may do so.
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Unavailability of, or fluctuations in, third-party measurements of our audience may adversely affect our ability to grow advertising revenue.

Selling ads requires that we demonstrate to advertisers that our service has substantial reach, and we rely on third parties to quantify the reach of
our service. These third-party ratings may not reflect our true listening audience and the third parties may change their methodologies, either of
which could adversely impact our business. Third-party independent rating agencies have not yet developed rating systems that comprehensively
and accurately measure the reach of our service. We expect that in the future these rating agencies will begin to publish increasingly reliable
information about the reach of our service. However, until then, in order to demonstrate to potential advertisers the reach of our service, we must
supplement third-party ratings data with our internal research, which is perceived as less reliable than third-party numbers. If our mobile
audience becomes rated, it is not clear whether the measurement technology of the third-party rating agencies will initially integrate with ours or
whether their methodology will accurately reflect the value of our service. If such third-party ratings are inaccurate or we receive low ratings,
our ability to convince advertisers of the benefits of our service would be adversely affected.

Our success depends upon the continued acceptance of online advertising as an alternative or supplement to offline advertising.

The percentage of the advertising market allocated to online advertising lags the percentage of time spent by people consuming media online by
a significant degree. Growth of our business will depend in large part on the reduction or elimination of this gap between online and offline
advertising spending, which may not happen in a way or to the extent that we currently expect. Many advertisers still have limited experience
with online advertising and may continue to devote significant portions of their advertising budgets to traditional, offline advertising media.
Accordingly, we continue to compete for advertising dollars with traditional media, including broadcast radio.

Although advertisers as a whole are spending an increasing amount of their overall advertising budget on online advertising, we face a number
of challenges in growing our advertising revenue. We compete for advertising dollars with significantly larger and more established online
marketing and media companies such as Facebook, Google, MSN and Yahoo!. We believe that the continued growth and acceptance of our
online advertising products will depend on the perceived effectiveness and the acceptance of online advertising models generally, which is
outside of our control, and any lack of growth in the market for online advertising could have an adverse effect on our business, financial
condition and results of operations.

If our efforts to attract prospective listeners and to retain existing listeners are not successful, our growth prospects and revenue will be
adversely affected.

Our ability to grow our business and generate advertising revenue depends on retaining and expanding our listener base and increasing listener
hours. We must convince prospective listeners of the benefits of our service and existing listeners of the continuing value of our service. The
more listener hours we stream, the more ad inventory we have to sell. Further, growth in our listener base increases the size of demographic
pools targeted by advertisers, which improves our ability to deliver advertising in a manner that maximizes our advertising customers� return on
investment and, ultimately, to demonstrate the effectiveness of our advertising solutions and justify a pricing structure that is profitable for us. If
we fail to grow our listener base and listener hours particularly in key demographics such as young adults, we will be unable to grow advertising
revenue, and our business will be materially and adversely affected.

Our ability to increase the number of our listeners and listener hours will depend on effectively addressing a number of challenges and we may
fail to do so. Some of these challenges include:
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� providing listeners with a consistent high quality, user-friendly and personalized experience;

� continuing to build our catalog of music content that our listeners enjoy;

� continuing to innovate and keep pace with changes in technology and our competitors; and
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� maintaining and building our relationships with makers of consumer products such as mobile devices, other consumer electronic
products and automobiles to make our service available through their products.

In addition, we have historically relied heavily on the success of viral marketing to expand consumer awareness of our service. If we are unable
to maintain or increase the efficacy of our viral marketing strategy, or if we otherwise decide to expand the reach of our marketing through use
of more costly marketing campaigns, we will experience an increase in marketing expenses, which could have an adverse effect on our results of
operations. We cannot assure you that we will be successful in maintaining or expanding our listener base and failure to do so would materially
reduce our revenue and adversely affect our business, operating results and financial condition.

Further, although we use our number of registered users as one indicator of the growth of our business, the number of registered users exceeds
the number of unique individuals who actively use our service for a number of reasons. We define registered users as the total number of
accounts that have been created for our service. A person must provide an email address and a user name, but no personally unique information.
As such, a person may have multiple accounts. In addition, many registered users may not use our service actively. If the number of actual
listeners does not meet our expectations, or we are otherwise unable to increase the listener hours of our existing listeners, then our business may
not grow as quickly as we expect, which may harm our business, operating results and financial condition.

We are and will continue to be faced with many competitive challenges, any of which could adversely affect our prospects, results of
operations and financial condition.

We compete with other content providers for listener hours.

We compete for the time and attention of our listeners with other content providers on the basis of a number of factors, including quality of
experience, relevance, acceptance and diversity of content, ease of use, price, accessibility, perception of ad load and brand awareness and
reputation.

Our competitors include terrestrial radio providers such as CBS and Clear Channel, satellite radio providers such as Sirius XM, online radio
providers such as iheartradio, Last.fm and Slacker Personal Radio, subscription online on-demand music providers such as RDIO and Rhapsody
and potential U.S. market entrants like Spotify. Terrestrial radio providers offer their content for free, are well-established and accessible to
listeners and offer content, such as news, comedy, sports, traffic, weather and talk, that we currently do not. In addition, many terrestrial radio
stations have begun broadcasting digital signals, which provide high quality audio transmission. Satellite radio providers offer extensive and
oftentimes exclusive news, comedy, sports and talk content, national signal coverage, and long established automobile integration. Select online
providers offer more extensive content libraries and can be accessed internationally, while online on-demand services give listeners total control
to choose their content.

We also compete more broadly with providers of alternative forms of audio media and entertainment, which are purchased or available for free
and playable on mobile devices, automobiles and in the home, such as iTunes audio files, MP3s, CDs, and other forms of pre-recorded audio, as
well as content streams from other online services such as Hulu, VEVO and YouTube. We face increasing competition for listeners from a
growing variety of businesses that deliver audio media content through mobile phones and other wireless devices, such as iTunes.

We believe that companies with a combination of financial resources, technical expertise and digital media experience also pose a significant
threat of developing competing internet radio and digital audio entertainment technologies in the future. In particular, if known incumbents in
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the digital media space such as Amazon, Apple, Facebook or Google choose to offer competing services, they may devote greater resources than
we have available, have a more accelerated time frame for deployment and leverage their existing user base and
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proprietary technologies to provide products and services that our listeners and advertisers may view as superior. Our current and future
competitors may have more well-established brand recognition, more established relationships with consumer product manufacturers, greater
financial, technical, and other resources, more sophisticated technologies or more experience in the markets in which we compete.

We also compete for listeners on the basis of our presence and visibility as compared with other businesses and software that deliver audio and
other content through the internet, mobile devices and consumer products. We face significant competition for listeners from companies
promoting their own digital music and content online or through application stores, including several large, well-funded and seasoned
participants in the digital media market. Search engines, such as Google, and mobile device application stores, such as the iTunes Store, rank
responses to search queries based on the popularity of a website or mobile application, as well as other factors that are outside of our control.
Additionally, mobile device application stores often offer users the ability to browse applications by various criteria, such as the number of
downloads in a given time period, the length of time since a mobile app was released or updated, or the category in which the application is
placed. The websites and mobile applications of our competitors may rank higher than our website and our Pandora app, and our app may be
difficult to locate in mobile device application stores, which could draw potential listeners away from our service and toward those of our
competitors. In addition, our competitors� products may be pre-loaded into consumer electronics products or automobiles, creating an initial
visibility advantage. If we are unable to compete successfully for listeners against other digital media providers by maintaining and increasing
our presence and visibility online, in application stores and in consumer electronics products and automobiles, our listener hours may fail to
increase as expected or decline and our advertising sales will suffer.

To compete effectively, we must continue to invest significant resources in the development of our service to enhance the user experience of our
listeners. There can be no assurance that we will be able to compete successfully for listeners in the future against existing or new competitors,
or that competition will not have an adverse effect on our business, financial condition or results of operations.

We compete for advertising spending with other content providers.

We compete for a share of advertisers� overall marketing budgets with other content providers on a variety of factors including perceived return
on investment, effectiveness and relevance of our advertising products, pricing structure and ability to deliver large volumes or precise types of
ads to targeted demographics.

We face significant competition for advertising dollars from terrestrial and, to a lesser extent, satellite radio providers. As many of the
advertisers we target have traditionally advertised on terrestrial radio and have less experience with internet radio providers, they may be
reluctant to spend for advertising on traditional computers, mobile or other connected device platforms. In addition, terrestrial radio providers as
well as other traditional media companies in television and print, such as broadcast television networks such as ABC, CBS, FOX and NBC,
cable television channel providers, national newspapers such as the New York Times and the Wall Street Journal and some regional newspapers,
enjoy a number of competitive advantages over us in attracting advertisers, including large established audiences, longer operating histories,
greater brand recognition and a growing presence on the internet.

Although advertisers are allocating an increasing amount of their overall marketing budgets to web and mobile-based ads, such spending lags
behind growth in internet usage, and the market for online and mobile advertising is intensely competitive. As a result, we also compete for
advertisers with a range of internet companies, including major internet portals, search engine companies and social media sites. Large internet
companies with greater brand recognition, such as Facebook, Google, MSN and Yahoo! have significant numbers of direct sales personnel and
substantial proprietary advertising inventory and web traffic that provide a significant competitive advantage and have a significant impact on
pricing for internet advertising and web traffic. The trend toward consolidation among online marketing and media companies may also affect
pricing and availability of advertising inventory.
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In order to compete successfully for advertisers against new and existing competitors, we must continue to invest resources in developing and
diversifying our advertisement platform, harnessing listener data and ultimately proving the effectiveness and relevance of our advertising
products. Pressure from competitors seeking to acquire a greater share of our advertisers� overall marketing budget could adversely affect our
pricing and margins, lower our revenue, increase our research and development and marketing expenses and prevent us from achieving or
maintaining profitability. If we are unable to compete successfully against our current or future competitors, our business, financial condition or
results of operations will be adversely affected.

We operate under statutory licensing structures for the reproduction and public performance of sound recordings that could change or cease
to exist, which would adversely affect our business.

We currently operate under statutory licensing regimes and structures that may change or cease to exist. Unlike traditional radio broadcasters, we
must pay performance rights royalties for the digital audio transmission of sound recordings pursuant to the Digital Performance Right in Sound
Recordings Act and Digital Millennium Copyright Act. Subject to our ongoing compliance with numerous statutory conditions and regulatory
requirements for a non-interactive service, we are permitted to operate under a statutory license that allows the streaming in the U.S. of any
sound recording lawfully released to the public. We are also permitted to make reproductions of sound recordings on computer servers pursuant
to a separate statutory license designed to facilitate the making of transmissions. There is no guarantee that we will continue to be eligible to
operate under these statutory licenses. For example, if a court were to determine that we operate an interactive streaming service or make
reproductions of sound recordings outside the statutory license, we would have to negotiate license agreements with sound recording copyright
owners individually, a time consuming and expensive undertaking that would jeopardize our ability to stream all music currently in our library
and could result in royalty costs that are prohibitively expensive. In addition, if copyright owners object to the functionality or transmission
methods of our service, we could lose our eligibility to operate under the statutory licenses. Our ability to avoid negotiating separate agreements
with the many copyright owners of sound recordings depends on these two statutory licenses, and if we were to no longer qualify for operation
under, or violate the provisions of the statutory licenses, we could be subject to significant liability for copyright infringement and may no longer
be able to operate under our existing licensing regime, which would have an adverse effect on our business, financial condition and results of
operations. For the nine months ended October 31, 2010, we incurred SoundExchange related content acquisition costs representing 45% of our
total revenue for that period.

The rates to be paid for the streaming of sound recordings pursuant to the statutory licenses can be established by either negotiation or through a
rate proceeding conducted by the Copyright Royalty Board, or CRB, a tribunal established within the U.S. Library of Congress. In 2007, the
CRB set royalty rates for the online streaming of sound recordings for 2006 through 2010 that were so high that the cost for streaming sound
recordings alone would have been unsustainable under our current business model. In response to the lobbying efforts of internet webcasters,
including us, Congress passed the Webcaster Settlement Acts of 2008 and 2009, which permitted webcasters and SoundExchange, the sole entity
designated by the CRB to collect and distribute the statutory royalties paid by internet webcasters such as us, to negotiate alternative rates to
those established by the CRB for the years 2006 through 2015. In July 2009, certain webcasters reached an agreement with SoundExchange,
establishing a more favorable royalty structure that we have elected to accept and that by its terms will apply through 2015. We do not know
what rates will be available to us following that period and there is no guarantee that the royalty structure that emerged from the negotiations
with SoundExchange pursuant to the Webcaster Settlement Acts will be available after 2015. The CRB, which still has rate-making authority
over us upon expiration of our agreement with SoundExchange, has consistently established royalty rates that would, if paid by us, consume an
unsustainable percentage of our revenue. If we are unable to reach a new agreement with SoundExchange for the period after 2015, it could have
an adverse effect on our business, financial condition and results of operations.
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We depend upon third-party licenses for musical works and a change to or loss of these licenses could increase our operating costs or
adversely affect our ability to retain and expand our listener base, and therefore could adversely affect our business.

To secure the rights to stream musical works embodied in sound recordings over the internet, we obtain licenses from or for the benefit of
copyright owners and pay royalties to copyright owners or their agents. Those who own copyrights in musical works are vigilant in protecting
their rights and seek royalties that are very high in relation to the revenue that can be generated from the public performance of such works.
There is no guarantee that the licenses available to us now will continue to be available in the future or that such licenses will be available at the
royalty rates associated with the current licenses. If we are unable to secure and maintain rights to stream musical works or if we cannot do so on
terms that are acceptable to us, our ability to stream music content to our listeners, and consequently our ability to attract and retain advertisers,
will be adversely impacted.

In order to stream musical works embodied in sound recordings over the internet, we must obtain public performance licenses and pay license
fees to three performing rights organizations: Broadcast Music, Inc., or BMI, SESAC, Inc., or SESAC, and the American Society of Composers,
Authors and Publishers, or ASCAP. These organizations represent the rights of songwriters and music publishers, negotiate with copyright users
such as us, collect royalties and distribute those royalties to the copyright owners they represent, namely songwriters and music publishers.
Performing rights organizations have the right to audit our playlists and royalty payments, and any such audit could result in disputes over
whether we have paid the proper royalties. If such a dispute were to occur, we could be required to pay additional royalties and the amounts
involved could be material. We currently operate under negotiated agreements with BMI and SESAC, however, these agreements are subject to
termination by either party in accordance with their terms at the end of each calendar year, with respect to BMI, and at the end of each yearly
term, with respect to SESAC, and there is no guarantee that the associated royalty rates available to us now will be available to us in the future.
BMI, pursuant to a consent decree entered into with the U.S. Department of Justice, cannot refuse to grant us licenses for the public performance
of musical works represented by BMI but the rates to be paid to BMI can be set, in the absence of a negotiated agreement, by the rate court
established pursuant to such decree in the U.S. District Court for the Southern District of New York. SESAC is not subject to a mandatory
licensing obligation and could withhold the rights to all of the musical works for which it acts as a licensor on behalf of songwriters and music
publishers. The loss of the musical works represented by SESAC could diminish the appeal of our service to listeners.

In October 2010, we elected to terminate our prior agreement with ASCAP as of December 31, 2010 because we believe that royalty rates
currently sought by ASCAP are excessive. Notwithstanding our termination of the agreement, musical works administered by ASCAP are
licensed to us pursuant to the provisions of a consent decree, similar to the BMI consent decree referred to above. The ASCAP consent decree
also established a rate court in the U.S. District Court for the Southern District of New York. The rates to be paid by us will be set either by
mutual agreement between us and ASCAP, or by a ruling from the ASCAP rate court. Pending a final determination of new rates, we will
account to ASCAP on an interim basis at reasonable royalty rates to be established either by mutual agreement or by the ASCAP rate court. If
either we or ASCAP request that the rate court determine our royalty rate, rate court proceedings can take years to complete and be very costly.
In such a case, there is no guarantee that the rate court will establish royalty rates more favorable to us than those we previously paid pursuant to
our license agreement with ASCAP, and we could be liable for both increased royalty rates going forward and a potential true-up of royalty
payments in excess of any interim royalties paid for the period following December 31, 2010. For the nine months ended October 31, 2010, we
incurred BMI, SESAC and ASCAP related content acquisition costs representing 4% of our total revenue for that period.

We do not currently pay so-called �mechanical royalties� to music publishers for the reproduction and distribution of musical works embodied in
transitory copies used to make streams audible to our listeners. Although not currently a matter of dispute, if music publishers were to change
their position and seek to be paid mechanical royalties by us, and a final judgment were entered by a court requiring that payment, our royalty
obligations could increase significantly and our business and financial interests could be harmed.
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If we fail to accurately predict and play music that our listeners enjoy, we may fail to retain existing and attract new listeners.

We believe that a key differentiating factor between the Pandora service and other music content providers is our ability to predict music that our
listeners will enjoy. Our personalized playlist generating system, based on the Music Genome Project and our proprietary algorithms, is designed
to enable us to predict listener music preferences and select music content tailored to our listeners� individual music tastes. We have invested, and
will continue to invest, significant resources in refining these technologies; however, we cannot assure you that such investments will yield an
attractive return or that such refinements will be effective. The effectiveness of our personalized playlist generating system depends in part on
our ability to gather and effectively analyze large amounts of listener data and listener feedback and we have no assurance that we will continue
to be successful in enticing listeners to give a thumbs-up or thumbs-down to enough songs for our database to effectively predict and select new
and existing songs. In addition, our ability to offer listeners songs that they have not previously heard and impart a sense of discovery depends
on our ability to acquire and appropriately categorize additional songs that will appeal to our listeners� diverse and changing tastes. While we
have more than 800,000 songs in our catalog, we must continuously identify and analyze additional songs that our listeners will enjoy and we
may not effectively do so. Our ability to predict and select music content that our listeners enjoy is critical to the perceived value of our service
among listeners and failure to make accurate predictions would adversely affect our ability to attract and retain listeners, increase listener hours
and sell advertising.

Our ability to increase the number of our listeners will depend in part on our ability to establish and maintain relationships with automakers,
automotive suppliers and consumer electronics manufacturers and consumer acceptance of the products that integrate our service.

A key element of our strategy to increase the number of our listeners and listener hours is to establish and maintain relationships with
automakers, automotive suppliers and consumer electronics manufacturers that integrate our service into and with their products. Working with
certain third-party distribution partners, we currently offer listeners the ability to access our service through a variety of consumer electronics
products used in the home and devices connected to or installed in automobiles. We intend to broaden our ability to reach additional listeners,
and increase current listeners hours, through other platforms and partners over time. However, reaching agreements with distribution partners
can be time consuming, and once an agreement is reached, product design cycles can be lengthy. If we are not successful in maintaining existing
and creating new relationships, or if we encounter technological, content licensing or other impediments, our ability to grow our business could
be adversely impacted.

Our existing agreements with partners in the automobile industry generally do not obligate an automobile manufacturer to launch the integration
of our service in its automobiles. In addition, some automobile manufacturers or their supplier partners may terminate their agreements with us
for convenience. Our business could be adversely affected if our automobile partners and consumer electronics partners do not continue to
provide access to our service or are unwilling to do so on terms acceptable to us. If we are forced to amend the business terms of our distribution
agreements as a result of competitive pressure, our results of operations may be adversely affected.

Additionally, we distribute our mobile applications via smartphone application download stores managed by Apple, Google, Palm and Research
In Motion, or RIM, and such distribution is subject to an application developer license agreement in each case. Should any of these parties
amend the terms of their license in such a way that inhibits our ability to distribute the Pandora apps via their application store, or negatively
impacts our economics in such distribution, our results of operations may be adversely affected.

Loss of agreements with the makers of mobile devices, renegotiation of such agreements on less favorable terms or other actions these third
parties may take could harm our business.
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RIM and Google, are short term or can be cancelled at any time with little or
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no prior notice or penalty. The loss of these agreements, or the renegotiation of these agreements on less favorable economic or other terms,
could limit the reach of our service and its attractiveness to advertisers, which, in turn, could adversely affect our business, financial condition
and results of operations. Some of these mobile device makers, including Apple, are now, or may in the future become, competitors of ours, and
could stop allowing or supporting access to our service through their products for competitive reasons. Furthermore, because devices providing
access to our service are not manufactured and sold by us, we cannot guarantee that these companies will ensure that their devices perform
reliably, and any faulty connection between these devices and our service may result in consumer dissatisfaction toward us, which could damage
our brand.

If we are unable to continue to make our technology compatible with the technologies of third-party distribution partners who make our
service available to our listeners through mobile devices, consumer electronic products and automobiles, we may not remain competitive and
our business may fail to grow or decline.

In order to deliver music everywhere our listeners want to hear it, we need our service to be compatible with mobile, consumer electronic,
automobile and website technologies. Our service is accessible in part through Pandora-developed or third-party developed applications that
hardware manufacturers embed in, and distribute through, their devices. Connected devices and their underlying technology are constantly
evolving. As internet connectivity of automobiles, mobile devices, and other consumer electronic products expands and as new
internet-connected products are introduced, we must constantly adapt our technology. It is difficult to keep pace with the continual release of
new devices and technological advances in digital media delivery and predict the problems we may encounter in developing versions of our
applications for these new devices and delivery channels, and it may become increasingly challenging to do so in the future. In particular, the
technology used for streaming the Pandora service in automobiles remains at an early stage and may not result in a seamless customer
experience. If automobile and consumer electronic makers fail to make products that are compatible with our technology or we fail to adapt our
technology to evolving requirements, our business and financial results could be harmed.

Furthermore, consumer tastes and preferences can change in rapid and unpredictable ways and consumer acceptance of these products depends
on the marketing, technical and other efforts of third-party manufacturers, which is beyond our control. If consumers fail to accept the products
of the companies with whom we partner or if we fail to establish relationships with makers of leading consumer products, our business could be
adversely affected.

We rely upon an agreement with DoubleClick, which is owned by Google, for delivering and monitoring our ads. Failure to renew the
agreement on favorable terms, or termination of the agreement, could adversely affect our business.

We use DoubleClick�s ad-serving platform to deliver and monitor ads for our service. There can be no assurance that our agreement with
DoubleClick, which is owned by Google, will be extended or renewed upon expiration, that we will be able to extend or renew our agreement
with DoubleClick on terms and conditions favorable to us or that we could identify another alternative vendor to take its place. Our agreement
with DoubleClick also allows DoubleClick to terminate our relationship before the expiration of the agreement on the occurrence of certain
events, including if DoubleClick determines that our use of its service could damage or cause injury to DoubleClick or reflect unfavorably on
DoubleClick�s reputation.

Our independent registered public accounting firm has advised us that it has identified a material weakness in our internal control over
financial reporting relating to inadequate financial statement preparation and review procedures.
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In connection with the audit of our financial statements as of and for the years ended January 31, 2008, 2009 and 2010 our independent
registered public accounting firm reported to our audit committee that it had identified a material weakness in internal control over financial
reporting related to inadequate financial statement
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preparation and review procedures. Under standards established by the Public Company Accounting Oversight Board, a material weakness is a
deficiency, or combination of deficiencies in internal control over financial reporting, such that there is a reasonable possibility that a material
misstatement of our annual or interim financial statements will not be prevented or detected and corrected on a timely basis. Specifically, our
independent registered public accounting firm determined that we did not have adequate procedures and controls to ensure that accurate
financial statements could be prepared and reviewed on a timely basis, including insufficient:

� financial statement close process and procedures including the review of account reconciliations and journal entries, the
identification of non-standard transactions involving complex accounting issues and treatment, and the resolution of matters
requiring management judgment and estimates; and

� segregation of duties and the supervision and review of finance and accounting personnel to promote timely, reliable financial
reporting.

As a result of this material weakness, our auditors recommend that we:

� implement and formalize written policies and procedures for the review of account analyses, reconciliations and journal entries;

� assign account reconciliations and journal entries during the reporting period close process to specific individuals of our finance
team;

� formally document procedures performed during the review process;

� implement enhanced oversight procedures to ensure that the account reconciliation review process has been performed prior to
finalization of the financial statements at each reporting period;

� formalize examination of closing period revenue and expenses cut-off procedures; and

� formalize accounting evaluation of non-routine judgments and estimations.

We concurred with the findings of our independent registered public accounting firm. We are working to remediate the material weakness. We
have begun taking numerous steps and plan to take additional steps to remediate the underlying causes of the material weakness, primarily
through the development and implementation of formal policies, improved processes and documented procedures, as well as the hiring of
additional accounting and finance personnel. The actions that we are taking are subject to ongoing senior management review, as well as audit
committee oversight. Although we plan to complete this remediation process as quickly as possible, we cannot at this time estimate how long it
will take, and our initiatives may not prove to be successful in remediating this material weakness. If we are unable to successfully remediate
this material weakness and if we are unable to produce accurate and timely financial statements, our stock price may be adversely affected and
we may be unable to maintain compliance with applicable stock exchange listing requirements.

In addition, we will need to evaluate our internal controls over financial reporting in connection with Section 404 of the Sarbanes Oxley Act for
fiscal 2012, and our auditors will be required to attest to our internal controls over financial reporting starting with our annual report for fiscal
2013. This assessment will need to include disclosure of any material weaknesses in our internal control over financial reporting identified by
our management, as well as our auditors� attestation report on our internal controls over financial reporting. We are just beginning the costly and
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challenging process of compiling the system and processing documentation needed to comply with such requirements. We may not be able to
complete our evaluation, testing and any required remediation in a timely fashion. During the evaluation and testing processes, if we identify one
or more material weaknesses in our internal control over financial reporting, we will be unable to assert that our internal control over financial
reporting is effective. If we are unable to assert that our internal control over financial reporting is effective, or if our auditors are unable to
express an opinion on the effectiveness of our internal control over financial reporting, we could lose investor confidence in the accuracy and
completeness of our financial reports, which could have a material adverse effect on the price of our common stock.
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Our business and prospects depend on the strength of our br
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