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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (Securities Act),
and Section 21E of the Securities Exchange Act of 1934, as amended (Exchange Act), about us and our industry that involve substantial risks and uncertainties. All statements
contained in this Quarterly Report on Form 10-Q other than statements of historical fact, including statements regarding our future operating results and financial condition, our
business strategy and plans, market growth and our objectives for future operations, are forward-looking statements. The words “believe,” “may,” “will,” “potentially,”
“estimate,” “continue,” “anticipate,” “intend,” “could,” “would,” “project,” “target,” “plan,” “expect,” and similar expressions are intended to identify forward-looking
statements.
Forward-looking statements contained in this Quarterly Report on Form 10-Q include, but are not limited to, statements about:
•

our future financial performance, including our expectations regarding our subscription and professional revenue, cost of revenue, gross profit, gross margin, operating
expenses, including changes in operating expenses, and our ability to achieve and maintain future profitability;

•

our business plan, our pricing model, and our ability to effectively manage our growth;

•

anticipated trends, growth rates, and challenges in our business and in the markets in which we operate;

•

market acceptance of our products and services and our ability to increase adoption of our products and services;

•

beliefs and objectives for future operations;

•

our ability to further attract, retain, and expand a community of consumers and participants;

•

our ability to timely and effectively scale and adapt our products and services;

•

our ability to develop new products and services and bring them to market in a timely manner and enhance our existing products and services;

•

our expectations concerning relationships with third parties;

•

our ability to maintain, protect, and enhance our intellectual property;

•

our ability to continue to expand internationally;

•

the effects of increased competition in our markets and our ability to compete effectively;

•

the impact of the COVID-19 pandemic on our operations, financial results, and liquidity and capital resources, including on customers, sales, expenses, and employees;

•

future acquisitions or investments in complementary companies, products, services, or technologies;

•

our ability to stay in compliance with laws and regulations that currently apply or become applicable to our business both in the United States and internationally;

•

economic and industry trends, projected growth, or trend analysis;

•

global macro-economic conditions, including the effects of inflation, rising interest rates and market volatility on the global economy;

•

attraction and retention of qualified employees and effective management of our workforce;

•

increased expenses associated with being a public company;

•

the proposed transaction with Thoma Bravo and our ability to consummate the transaction in a timely manner or at all; and

•

other statements regarding our future operations, financial condition, and prospects and business strategies.
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These forward-looking statements are subject to a number of risks, uncertainties, and assumptions, including those described in Part II, Item 1A, “Risk Factors” and
elsewhere in this Quarterly Report on Form 10-Q. Moreover, we operate in a very competitive and rapidly changing environment, and new risks emerge from time to time. It is
not possible for our management to predict all risks, nor can we assess the impact of all factors on our business or the extent to which any factor, or combination of factors, may
cause actual results to differ materially from those contained in any forward-looking statements we may make. In light of these risks, uncertainties and assumptions, the
forward-looking events and circumstances discussed in this Quarterly Report on Form 10-Q may not occur and actual results could differ materially and adversely from those
anticipated or implied in the forward-looking statements.
You should not rely upon forward-looking statements as predictions of future events. The events and circumstances reflected in the forward-looking statements may not be
achieved or occur. We undertake no obligation to update any of these forward-looking statements for any reason after the date of this Quarterly Report on Form 10-Q or to
conform these statements to actual results or to changes in our expectations, except as required by law.
You should read this Quarterly Report on Form 10-Q and the documents that we reference in this report and have filed with the Securities and Exchange Commission
(SEC) as exhibits to this report with the understanding that our actual future results, performance, and events and circumstances may be materially different from what we
expect.
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Part I - Financial Information
Item 1. Financial Statements (Unaudited)
USERTESTING, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except par value)
(unaudited)
September 30,
2022

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net
Costs capitalized to obtain revenue contracts, current
Prepaid expenses and other current assets

$

164,618 $
34,058
8,621
8,512

178,430
47,973
8,116
6,045

215,809
2,916
12,852
449
8,785
12,256
808

240,564
3,257
16,401
640
8,785
12,941
540

$

253,875 $

283,128

$

1,524 $
96,831
5,219
12,536

1,544
90,952
5,271
21,799

Total current assets
Property and equipment, net
Operating lease right-of-use assets, net
Intangible assets, net
Goodwill
Costs capitalized to obtain revenue contracts, non-current
Other long-term assets
Total assets
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable
Contract liabilities
Operating lease liabilities, current
Accrued expenses and other current liabilities

December 31,
2021

Total current liabilities
Operating lease liabilities, non-current
Other long-term liabilities

116,110
9,346
887

119,566
12,996
887

Total liabilities
Commitments and contingencies (Note 7)
Stockholders’ equity:
Preferred stock, $0.0001 par value per share: 10,000 shares authorized and no shares issued and outstanding as of September 30,
2022 and December 31, 2021, respectively
Common stock and capital in excess of par value, $0.0001 par value per share: 2,000,000 shares authorized, and 144,625 and
142,241 shares issued and outstanding at September 30, 2022 and December 31, 2021, respectively
Accumulated deficit

126,343

133,449

—

—

379,848
(252,316)

352,881
(203,202)

127,532

149,679

253,875 $

283,128

Total stockholders’ equity
$

Total liabilities and stockholders’ equity

The accompanying notes are an integral part of these condensed consolidated financial statements.
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USERTESTING, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)
(unaudited)
Three Months Ended September 30,
2022

Revenue
Subscription
Professional services

$

Total revenue
Cost of revenue
Subscription
Professional services
Total cost of revenue
Gross profit
Operating expenses:
Sales and marketing
Research and development
General and administrative
Restructuring
Total operating expenses

Nine Months Ended September 30,

2021

2022

2021

47,517 $
1,891

35,951 $
2,694

135,900 $
6,922

96,883
8,031

49,408

38,645

142,822

104,914

8,501
2,402

7,388
2,124

24,607
7,114

21,230
6,247

10,903

9,512

31,721

27,477

38,505

29,133

111,101

77,437

29,662
10,804
10,980
1,385

23,384
9,543
6,492
—

93,049
33,774
30,981
1,385

62,512
29,128
19,817
—

52,831

39,419

159,189

111,457

Loss from operations
Interest income, net
Other income (expense), net

(14,326)
24
(582)

(10,286)
29
896

(48,088)
44
(562)

(34,020)
103
683

Loss before provision for income taxes
Provision for income taxes

(14,884)
307

(9,361)
275

(48,606)
508

(33,234)
569

Net loss

$

(15,191) $

(9,636) $

(49,114) $

(33,803)

Net loss per share attributable to common stockholders, basic and diluted
Weighted-average shares used in computing net loss per share attributable to
common stockholders, basic and diluted

$

(0.11) $

(0.49) $

(0.34) $

(1.80)

144,211

19,558

The accompanying notes are an integral part of these condensed consolidated financial statements.
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USERTESTING, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS’ EQUITY (DEFICIT)
(in thousands)
(unaudited)
Three Months Ended September 30, 2022
Common stock and capital in
excess of par value

Convertible preferred stock
Shares
Balance as of June 30, 2022

Amount
—

$

Shares

Accumulated
deficit

Total
stockholders’
equity

Amount

—

143,890

$

371,844

$

(237,125) $

134,719

Issuance of common stock upon exercise of stock options

—

—

559

688

—

Vesting of restricted stock units

—

—

176

—

—

—

Stock-based compensation expense

—

—

—

7,316

—

7,316

Net loss

—
—

Balance as of September 30, 2022

$

—

—

—

144,625

—
$

379,848

688

(15,191)
$

(15,191)

(252,316) $

127,532

Three Months Ended September 30, 2021

Convertible preferred stock
Shares
Balance as of June 30, 2021

Amount

110,851

$

Common stock and capital in
excess of par value
Shares

Accumulated
deficit

Total
stockholders’
(deficit)

Amount

201,531

18,940

$

15,054

$

(176,648) $

(161,594)

Issuance of common stock upon exercise of stock options and vesting of restricted stock
awards

—

—

1,061

1,018

—

Stock-based compensation expense

—

—

—

2,787

—

2,787

Net loss

—

—

—

—

(9,636)

(9,636)

201,531

20,001

110,851

Balance as of September 30, 2021
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$

$

18,859

$

(186,284) $

1,018

(167,425)
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Nine Months Ended September 30, 2022
Common stock and capital in
excess of par value

Convertible preferred stock
Shares
Balance as of December 31, 2021

Amount
—

$

Shares

Accumulated
deficit

Total
stockholders’
equity

Amount

—

142,241

$

352,881

$

(203,202) $

149,679

Issuance of common stock upon exercise of stock options

—

—

1,680

2,244

—

2,244

Issuance of common stock under the employee stock purchase plan

—

—

497

2,027

—

2,027

Vesting of restricted stock units

—

—

207

—

—

—

Stock-based compensation expense

—

—

—

22,696

—

22,696

Net loss

—
—

Balance as of September 30, 2022

$

—

—

—

144,625

—
$

379,848

(49,114)
$

(49,114)

(252,316) $

127,532

Nine Months Ended September 30, 2021

Convertible preferred stock
Shares
Balance as of December 31, 2020

Amount

110,851

$

Common stock and capital in
excess of par value
Shares

Accumulated
deficit

Total
stockholders’
(deficit)

Amount

201,531

17,948

$

12,118

$

(152,481) $

(140,363)

Issuance of common stock upon exercise of stock options and vesting of restricted stock
awards

—

—

2,053

1,822

—

Stock-based compensation expense

—

—

—

4,919

—

4,919

Net loss

—

—

—

(33,803)

(33,803)

201,531

20,001

110,851

Balance as of September 30, 2021

$

$

The accompanying notes are an integral part of these condensed consolidated financial statements.
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USERTESTING, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(unaudited)
Nine Months Ended September 30,
2022

Cash flows from operating activities:
Net loss

$

Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization
Stock-based compensation expense
Provision for allowance for doubtful accounts
Amortization of costs capitalized to obtain revenue contracts
Changes in operating assets and liabilities:
Accounts receivable
Costs capitalized to obtain revenue contracts
Prepaid expenses and other assets
Accounts payable
Accrued liabilities
Contract liabilities
Other liabilities
Net cash used in operating activities
Cash flows from investing activities:
Purchase of property and equipment
Purchase of intangible assets
Net cash used in investing activities
Cash flows from financing activities:
Payment of offering costs
Payment of deferred purchase consideration
Proceeds from issuance of common stock upon exercise of stock options
Proceeds from issuance of common stock under the employee stock purchase plan
Net cash provided by (used in) financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period

2021

(49,114) $
1,139
22,696
687

1,204
4,919
154

6,886

4,757

13,228
(6,706)

(7,323)
(8,969)

(2,734)
(9)
(9,306)

(2,877)
366
(1,769)

5,879
86

16,784
552

(17,268)

(26,005)

(713)

(1,955)

—

(150)

(713)

(2,105)

(102)
—

(4,025)
(1,766)

2,244
2,027

1,822
—

4,169

(3,969)

(13,812)

(32,079)

178,430

Cash and cash equivalents, end of period
Supplemental disclosures of non-cash investing and financing activities:
Purchases of property and equipment included in accounts payable and accrued liabilities
Offering costs in accrued liabilities

96,972

$

164,618

$

$

20

$

107

$

—

$

1,151

The accompanying notes are an integral part of these condensed consolidated financial statements.
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USERTESTING, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Business and Significant Accounting Policies
Description of Business
UserTesting, Inc. and its subsidiaries (together, UserTesting or the Company) provide developers, designers, and product managers access to a video-first, enterprise-grade
software-as-a-service (SaaS) platform that enables organizations to see and hear the experiences of real people as they narrate their thoughts out loud while engaging with
products, designs, apps, processes, concepts, and brands. The Company was incorporated in the state of California and commenced operations on May 30, 2007. In September
2021, the Company was reincorporated in the State of Delaware. Other than the change in corporate domicile, the reincorporation did not result in any change in the business,
physical location, management, assets, liabilities, or total stockholders’ equity (deficit) of the Company, nor did it result in any change in location of the Company’s employees,
including the Company’s management. Additionally, the reincorporation did not alter any stockholder’s percentage ownership interest or number of shares owned in the
Company. The Company is headquartered in San Francisco and has offices located in Atlanta, Sunnyvale, Norway and the United Kingdom.
Fiscal Year
The Company’s fiscal year ends on December 31. References to fiscal 2021, for example, refer to the fiscal year ended December 31, 2021.
Basis of Presentation
The accompanying condensed consolidated financial statements have been prepared in accordance with generally accepted accounting principles in the United States of
America (U.S. GAAP) and applicable guidance for interim financial reporting. The condensed consolidated balance sheet as of December 31, 2021 included herein was derived
from the audited financial statements as of that date, but, does not include all disclosures normally included in the complete financial statements prepared in accordance with
U.S. GAAP. The accompanying condensed consolidated balance sheet as of September 30, 2022, condensed consolidated statements of operations and convertible preferred
stock and stockholders’ equity (deficit) for the three and nine months ended September 30, 2022 and 2021, and cash flows for the nine months ended September 30, 2022 and
2021, and amounts relating to such interim periods included in the accompanying notes to the condensed consolidated financial statements are unaudited and certain
information and note disclosures have been condensed or omitted pursuant to applicable guidance for interim financial reporting. The unaudited condensed consolidated
financial statements have been prepared on the same basis as the audited annual consolidated financial statements, and in management’s opinion, include all normal recurring
adjustments, necessary for the fair statement of the Company’s financial position as of September 30, 2022 and its results of operations for the three and nine months ended
September 30, 2022 and 2021, and cash flows for the nine months ended September 30, 2022 and 2021. The results for the three and nine months ended September 30, 2022 are
not necessarily indicative of the results expected for any future annual or interim period.
The unaudited condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements and the related notes included
in the Company’s Annual Report on Form 10-K for the year ended December 31, 2021, which was filed with the Securities and Exchange Commission on March 4, 2022.
Principles of Consolidation
The accompanying unaudited condensed consolidated financial statements include the accounts of UserTesting, Inc. and its wholly owned subsidiaries. All intercompany
balances and transactions have been eliminated in consolidation.
Emerging Growth Company Status
The Company is an emerging growth company, as defined in the Jumpstart Our Business Startups Act of 2012 (the JOBS Act). Under the JOBS Act, emerging growth
companies can delay adopting new or revised accounting standards issued subsequent to the enactment of the JOBS Act, until such time as those standards apply to private
companies.
The Company has elected to use this extended transition period for complying with new or revised accounting standards that have different effective dates for public and
private companies until the earlier of the date that the Company (i) is no longer an emerging growth company or (ii) affirmatively and irrevocably opts out of the extended
transition period
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USERTESTING, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

provided in the JOBS Act. As a result, the Company’s condensed consolidated financial statements may not be comparable to financial statements of issuers who are required to
comply with the effective dates for new or revised accounting standards based on public company effective dates.
The Company will remain an emerging growth company until the earliest of (i) the last day of the fiscal year in which the Company’s total annual gross revenue is at least
$1.07 billion, (ii) the last day of the fiscal year following the fifth anniversary of the completion of the Company’s initial public offering (IPO), (iii) the date on which the
Company issued more than $1.0 billion in non-convertible debt securities during the prior three-year period, or (iv) the date on which the Company becomes a large accelerated
filer.
Use of Estimates
The preparation of condensed consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the condensed consolidated financial statements and the reported
amounts of revenue and expenses during the reporting period. The Company bases its estimates and judgments on historical experience and on various other assumptions that it
believes are reasonable under the circumstances. However, future events are subject to change and the estimates and judgments are subject to adjustment. Significant items
subject to such estimates and assumptions include, but are not limited to, the estimated expected period of benefit for deferred contract acquisition costs, the determination of
standalone selling price (SSP) for its performance obligations, the allowance for doubtful accounts, the useful lives of long-lived intangible assets, the value of the Company’s
common stock prior to the IPO and other assumptions used to measure stock-based compensation, the fair value of assets acquired and liabilities assumed for business
combinations, lease term and incremental borrowing rate for lease liabilities, and the valuation of deferred income tax assets and uncertain tax positions. Actual results could
differ from those estimates.
Due to uncertainty in the macroeconomic environment, including as a result of the effects of the COVID-19 pandemic and increasing inflation, there is ongoing disruption
in the global economy and financial markets. The Company is not aware of any specific event or circumstances that would require an update to its estimates, judgments or
assumptions or a revision to the carrying value of the Company’s assets or liabilities as of the date of issuance of these condensed consolidated financial statements. These
estimates, judgments and assumptions may change in the future, as new events occur or additional information is obtained.
Concentrations of Risks, Significant Customers and Investments
The Company’s financial instruments that are exposed to concentrations of credit risk consist primarily of cash and cash equivalents, and accounts receivable. The
Company maintains its cash and cash equivalents with high-quality financial institutions with investment-grade ratings. A majority of the cash balances are with U.S. banks and
are insured up to the Federal Deposit Insurance Corporation limits. The Company has not experienced any losses on its cash and cash equivalents.
No single customer accounted for more than 10% of accounts receivable as of September 30, 2022 and December 31, 2021. No single customer accounted for more than
10% of total revenue during the three and nine months ended September 30, 2022 and 2021.
The Company relies on the technology, infrastructure, and software applications, including software-as-a-service offerings, of third parties in order to host or operate certain
key products and functions of its business.
Comprehensive Loss
Comprehensive loss is comprised of net loss and other comprehensive income (loss). The Company has no components of other comprehensive income (loss). Therefore,
net loss equals comprehensive loss for all periods presented and, accordingly, condensed consolidated statements of comprehensive loss are not presented in a separate
statement.
Segment Information
The Company operates in one operating segment. An operating segment is defined as a component of an enterprise about which separate financial information is evaluated
regularly by the chief operating decision maker, who is the
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Company’s Chief Executive Officer. The Company’s chief operating decision maker is responsible for allocating resources and evaluating the Company’s financial
performance.
Cash and Cash Equivalents
The Company considers highly liquid investments with original maturities of three months or less to be cash and cash equivalents. Cash equivalents consist of money
market accounts with tiered interest rates and a U.S. government money market fund, which are denominated in U.S. dollars.
Fair Value Measurements
The Company categorizes assets and liabilities recorded at fair value on its consolidated balance sheets based on the accounting guidance framework for measuring fair
value on either a recurring or nonrecurring basis, whereby inputs used in valuation techniques are assigned a hierarchical level.
Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants on the measurement date. The Company measures assets and liabilities at fair value at each reporting period using
a fair value hierarchy which requires it to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. U.S. GAAP describes
a fair value hierarchy based on three levels of inputs, of which the first two are considered observable and the last unobservable, to measure the fair value:
Level 1 – Inputs are unadjusted quoted prices in active markets for identical assets or liabilities.
Level 2 – Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for similar assets or liabilities, quoted prices in markets that are not
active, or other inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities.
Level 3 – Inputs are unobservable based on the Company’s own assumptions used to measure assets and liabilities at fair value. The inputs require significant management
judgment or estimation.
Fair value estimates are made at a specific point in time based on relevant market information and information about the financial or nonfinancial asset or liability.
Financial instruments consist of cash and cash equivalents, accounts receivable and accounts payable. The Company’s cash equivalents consist of money market accounts
with tiered interest rates and a U.S. government money market fund, which are carried at fair value. The Company has determined the carrying value to be equal to the fair value
and has classified these investments as Level 1 financial instruments.
Accounts Receivable, Net
Accounts receivable, net, are recorded at the invoiced amount, net of allowance for doubtful accounts, and are not interest bearing nor secured by collateral. The allowance
for doubtful accounts is based on the Company’s assessment of the collectability of accounts, considering a combination of factors including the Company’s customers’
financial condition and collection history, the age of open receivables and the current payment terms. Accounts receivable deemed uncollectible are charged against the
allowance for doubtful accounts when identified. To date, allowances for doubtful accounts have not been material.
Property and Equipment, Net
Property and equipment, net, are stated at cost, less accumulated depreciation. Depreciation is calculated using the straight-line method over the estimated useful lives of
three to five years for computer equipment, furniture and fixtures, and software. Leasehold improvements are amortized over the shorter of the remaining lease term or the
estimated useful life. Expenditures for maintenance and repairs, which do not significantly extend the useful lives of the assets, are expensed as incurred.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

The following table presents the Company’s property and equipment, net of accumulated depreciation and amortization, by geographic region (in thousands):
September 30,
2022

$

United States
United Kingdom
Rest of the world

$

Total property and equipment, net

2,178
711
27
2,916

December 31,
2021

$

$

2,738
510
9
3,257

Impairment of Long-Lived Assets (including Goodwill and Intangible Assets)
Long-lived assets with finite lives include property and equipment and acquired intangible assets. The Company evaluates long-lived assets, including acquired intangible
assets, for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets held and used
is measured by comparing the carrying amount of an asset or an asset group to estimated undiscounted future net cash flows expected to be generated by the asset or asset group.
If the carrying amount of an asset or asset group exceeds these estimated future cash flows, an impairment charge is recognized by the amount by which the carrying amount of
the asset or asset group exceeds the fair value of the asset or asset group.
Goodwill is not amortized but rather tested for impairment at least annually in the fourth quarter, or more frequently if events or changes in circumstances indicate that
goodwill may be impaired. Goodwill impairment is recognized when the carrying value of the reporting unit exceeds its fair value, in which case an impairment charge is
recorded.
The Company did not recognize any impairment charges during the three and nine months ended September 30, 2022 and 2021.
Deferred Offering Costs
Prior to the completion of the IPO in November 2021, deferred offering costs, which mainly consist of direct incremental legal, accounting, and consulting fees relating to
the IPO, were capitalized in “Other long-term assets”. Upon completion of the IPO, the deferred offering costs, net of a reimbursement received from underwriters, were
reclassified into equity as a reduction against IPO proceeds.
Revenue Recognition
The Company derives its revenues from two sources: (1) subscription fees from customers accessing the Company’s platform, and from customers paying for additional
support; and (2) professional services and training. Revenue is recognized when promised goods or services are transferred to the customer in an amount that reflects the
consideration to which the Company expects to be entitled in exchange for those goods or services, net of any taxes collected from customers (e.g., sales and other indirect
taxes), which are subsequently remitted to government authorities.
The Company determines revenue recognition through the following steps:
•

Identification of the contract, or contracts, with a customer;

•

Identification of the performance obligations in the contract;

•

Determination of the transaction price;

•

Allocation of the transaction price to the performance obligations in the contract; and

•

Recognition of revenue when, or as, the Company satisfies a performance obligation.
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Subscription Revenue
Subscription revenue primarily consists of subscription fees from customer agreements to access the Company’s platform, as well as additional support services. The
Company’s customers do not have the ability to take possession of its software. The Company recognizes revenue for subscription fees and additional support services on a
straight-line basis over the term of the contract beginning on the date access to the Company’s platform is granted, as the underlying service is a stand-ready performance
obligation. Customers may also purchase incremental capacity to the Company’s platform, which is an additional stand-ready performance obligation satisfied and recognized
as revenue over the remaining term of the applicable subscription. The Company views its performance obligation as a series of distinct services as the underlying subscription
service is made available to the customer on a continuous basis over the contracted period of time, and that are substantially the same and have the same pattern of transfer to the
customer. The Company has concluded that each distinct service is satisfied over time, specifically, given that the nature of its promise is not the actual delivery of a specified
quantity of service but is rather providing a single service over a period of time. Customers who consume above their committed capacity will be invoiced for overages on a
quarterly basis. The Company recognizes the overage fees as variable consideration. Revenue recognized as variable consideration was not material during the three and nine
months ended September 30, 2022 and 2021.
The Company typically invoices its customers annually. Payment terms generally require that customers pay within 30 days of invoice. Amounts that have been invoiced
are recorded in accounts receivable and in deferred revenue or revenue. The Company applies the practical expedient in Topic 606 paragraph 10-32-18 and does not adjust the
promised amount of consideration for the effects of a significant financing component for contracts that are one year or less, and none of the Company’s multi-year contracts
contain a significant financing component.
Professional Services Revenue
Professional services revenue primarily consists of fees from delivering research studies, training services and strategy workshops. The Company recognizes revenue from
service engagements that occur over a period of time on a proportional performance basis as labor hours are incurred.
Significant Judgments - Contracts with Multiple Performance Obligations
The Company regularly enters into contracts with customers that include promises to transfer multiple services. For arrangements with multiple services, the Company
evaluates whether the individual services qualify as distinct performance obligations. In its assessment of whether a service is a distinct performance obligation, the Company
determines whether the customer can benefit from the service on its own or with other readily available resources and whether the service is separately identifiable from other
services in the contract. This evaluation requires the Company to assess the nature of each individual service offering and how the services are provided in the context of the
contract, including whether the services are significantly integrated, highly interrelated, or significantly modify each other, which may require judgment based on the facts and
circumstances of the contract.
Contracts that contain multiple performance obligations that are considered distinct require an allocation of the transaction price to each performance obligation based on
each performance obligation’s relative standalone selling price (SSP). The SSP is the price at which the Company would sell a promised good or service separately to a
customer. In instances where the Company does not sell a product or service separately, establishing SSP requires significant judgment. The Company estimates the SSP by
considering available information, prioritizing observable inputs such as historical sales, internally approved pricing guidelines and objectives, and the underlying cost of
delivering the performance obligation.
Costs Capitalized to Obtain Revenue Contracts
The Company capitalizes sales commissions and associated payroll taxes paid to internal sales personnel that are incremental costs resulting from obtaining a noncancelable contract with a customer.
Sales commissions paid upon the initial acquisition of a customer contract are amortized on a straight-line basis over an estimated period of benefit offour years, which is
typically longer than the contractual term of the customer contract but reflects the estimated period of benefit. The Company estimates the period of benefit by taking into
consideration the estimated customer life, and the technological life of its platform and related significant features. The Company has elected the practical expedient to expense
renewal commissions in the period of booking if the period of amortization is one year or
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less, and it recognizes renewal commissions over the contract term for renewal contracts greater than one year. Sales commissions on renewal contracts are not considered
commensurate with sales commissions on new revenue contracts. Amortization of capitalized contract acquisition costs is included in sales and marketing expense in the
condensed consolidated statements of operations.
The Company periodically reviews these costs capitalized to obtain revenue contracts to determine whether events or changes in circumstances have occurred that could
impact the recoverability of the asset. There were no impairment losses recorded during the three and nine months ended September 30, 2022 and 2021.
Costs capitalized to obtain revenue contracts earned and capitalized during the three months ended September 30, 2022 and 2021 were $2.2 million and $3.5 million,
respectively, and costs capitalized to obtain revenue contracts earned and capitalized during the nine months ended September 30, 2022 and 2021 were $ 6.7 million and $9.0
million, respectively. Amortization expense for costs capitalized to obtain revenue contracts during the three months ended September 30, 2022 and 2021 was $ 2.4 million and
$1.8 million, respectively, and amortization expense for costs capitalized to obtain revenue contracts during the nine months ended September 30, 2022 and 2021 was $6.9
million and $4.8 million, respectively.
Cost of Revenue
Subscription Cost of Revenue
Subscription cost of revenue consists of three categories of expenses: UserTesting Contributor Network, platform, and support. UserTesting Contributor Network costs
consist primarily of contributor payments for the tests completed as well as the cost to operate and support those contributors. Platform costs consist primarily of the cost to
support the Company’s platform, including infrastructure-related, hosting, and personnel-related costs, such as salaries, bonus, stock-based compensation expense, and benefits.
Support costs include the personnel-related costs, such as salaries, bonus, stock-based compensation expense, and benefits, of employees who directly support customers of the
Company’s subscription services and amortization of acquired intangibles.
Professional Services Cost of Revenue
Professional services cost of revenue consists primarily of personnel-related costs, third-party consulting expenses, and allocated overhead.
Software Development Costs
Software development costs include costs to develop software to be used to meet internal needs and applications used to deliver the Company’s services. The Company
capitalizes development costs related to these software applications once the preliminary project stage is complete and it is probable that the project will be completed and the
software will be used to perform the function intended. Costs capitalized for developing such software applications were not material for the three and nine months ended
September 30, 2022 and 2021.
Research and Development
Research and development expenses primarily consist of personnel-related expenses, including stock-based compensation directly associated with the Company’s research
and development employees, contractor costs related to third-party development, and allocated overhead. Research and development costs are expensed as incurred.
Advertising Costs
Advertising costs are expensed as incurred in sales and marketing expense in the condensed consolidated statements of operations and were $2.0 million and $3.0 million
for the three months ended September 30, 2022 and 2021, respectively, and $7.3 million and $7.2 million for the nine months ended September 30, 2022 and 2021, respectively.
Leases
The Company categorizes lease agreements at their inception as either operating or finance leases. Operating lease right-of-use (ROU) assets and related liabilities are
included in “Operating lease right-of-use assets,” “Operating lease liabilities, current,” and “Operating lease liabilities, non-current” in the Company’s condensed consolidated
balance sheets. The Company did not have any finance leases.
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ROU assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities represent the Company’s obligation to make lease payments
arising from the lease. Operating lease ROU assets and liabilities are recognized at commencement date based on the present value of lease payments over the lease term. As
most of the Company’s leases do not provide an implicit rate, the Company uses its incremental borrowing rate based on the information available at commencement date,
including credit premiums on its corporate borrowings, in determining the present value of lease payments. The operating lease ROU asset also includes any advance lease
payments made and excludes lease incentives, where applicable. The Company’s lease terms may contain renewal and extension options of up to three years and early
termination features. The Company does not include renewal or extension options or early termination features in its determination of the lease term to the extent they are not
reasonably certain at lease commencement. Lease expense for lease payments to the extent they are fixed is recognized on a straight-line basis over the lease term. Variable
lease payments are expensed as incurred and include certain non-lease components, such as maintenance and other services provided by the lessor to the extent the charges are
variable.
The Company has elected to combine non-lease components with lease components for the purposes of calculating the ROU asset and liabilities, to the extent they are
fixed. Non-lease components that are not fixed are expensed as incurred as variable lease costs. In addition, the Company does not recognize ROU assets and lease liabilities for
short-term leases, which have a lease term of 12 months or less at the commencement of the lease.
In addition, the Company subleases its unoccupied facility to a third party. Such sublease has been classified as an operating lease. Any impairment to the associated ROU
assets, leasehold improvements, or other assets as a result of a sublease is recognized in the period the sublease is executed and recorded in the condensed consolidated
statements of operations. The Company recognizes sublease income on a straight-line basis over the sublease term.
Stock-Based Compensation
The Company has a stock incentive plan under which equity awards such as stock options, restricted stock awards (RSAs), and restricted stock units (RSUs) are granted to
employees, directors, and/or consultants. Stock-based compensation expense related to equity awards is recognized based on the fair value of the awards on the date of grant.
The fair value of each stock option is estimated on the grant date using the Black-Scholes option pricing model. The Black-Scholes option pricing model requires the input of
subjective assumptions, including the fair value of the underlying common stock, risk-free interest rates, the expected term of the option, expected volatility, and expected
dividend yield. The expected term of the stock options is based on the average period the stock options are expected to remain outstanding, calculated as the midpoint of the
option’s vesting term and the contractual expiration period, as the Company did not have sufficient historical information to develop reasonable expectations about future
exercise patterns and post-vesting employment termination behavior. The expected stock price volatility for the Company’s stock was determined by examining the historical
volatilities of its industry peers as the Company did not have a relevant trading history of its common stock. The risk-free interest rate was calculated using the average of the
published interest rates of U.S. Treasury zero-coupon issues with maturities that approximate the expected term. The dividend yield assumption is zero as the Company has no
history of, nor plans of, dividend payments. The fair value of each RSA and RSU is estimated based on the fair value of the Company’s common stock on the date of grant. The
related stock-based compensation expense for time-based equity awards is recognized on a straight-line basis over the corresponding requisite service period of the awards,
which is generally four years.
The Company also has a 2021 Employee Stock Purchase Plan (2021 ESPP) under which stock purchase rights are granted to employees. Stock-based compensation
expense related to stock purchase rights under the 2021 ESPP is recognized based on the fair value of the awards on the date of grant. The fair value of each stock purchase right
under the 2021 ESPP is estimated on the grant date using the Black-Scholes option pricing model. The Black-Scholes option pricing model requires the input of assumptions,
including the fair value of the underlying common stock, risk-free interest rates, the applicable purchase periods within an offering period, expected volatility, and expected
dividend yield. The related stock-based compensation expense for stock purchase rights under the 2021 ESPP is recognized on a straight-line basis over the award’s requisite
service period, which is an offering period.
The Company accounts for forfeitures as they occur.
Prior to the IPO, the fair value of the Company’s common stock underlying the awards was determined by the Company’s board of directors with input from management
and third-party valuation specialists. The board of directors determined the fair value of the common stock by considering a number of objective and subjective factors
including: the
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valuation of comparable companies, the Company’s operating and financial performance, the lack of liquidity of common stock, transactions in the Company’s common stock,
and general and industry specific economic outlook, amongst other factors.
After the IPO, the Company uses the publicly quoted price as reported on the New York Stock Exchange as the fair value of its common stock.
In September 2021, the Company granted RSUs which vest based upon the satisfaction of both a service-based condition and a liquidity event-based condition. The
service-based vesting condition for these awards is generally satisfied over four years. The liquidity event-based vesting condition is satisfied upon the occurrence of a
qualifying event, which is generally defined as an underwritten initial public offering or a change in control transaction. The related stock-based compensation expense for these
awards is recognized using an accelerated attribution method from the time it is deemed probable that the liquidity event-based vesting condition will be met through the time
the service-based vesting condition has been achieved. The Company began recognizing stock-based compensation expense for these RSUs in November 2021 when the
liquidity event-based vesting condition applicable to these RSUs was satisfied upon the effectiveness of the Company’s IPO.
Foreign Currency
The functional currency of the Company’s foreign subsidiaries is the U.S. Dollar (USD). Monetary assets and liabilities are remeasured using foreign currency exchange
rates at the end of the period, and non-monetary assets and liabilities are remeasured based on historical exchange rates. Gains and losses due to foreign currency are the result
of either the remeasurement of subsidiary balances or transactions denominated in currencies other than the foreign subsidiaries’ functional currency and are included in other
income (expense), net in the Company’s condensed consolidated statements of operations.
Income Taxes
The Company uses the asset and liability method of accounting for income taxes, in which deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the condensed consolidated financial statement carrying amounts of existing assets and liabilities and their respective tax bases. The
Company measures deferred tax assets and liabilities using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected
to be reversed. The Company recognizes the effect on deferred tax assets and liabilities of a change in tax rates as income and expense in the period that includes the enactment
date. A valuation allowance is established if it is more likely than not that all or a portion of the deferred tax asset will not be realized. In determining the need for a valuation
allowance, the Company considers future growth, forecasted earnings, future taxable income, the mix of earnings in the jurisdictions in which the Company operates, historical
earnings and losses carryforward periods, and prudent and feasible tax planning strategies, as applicable.
The Company’s tax positions are subject to income tax audits by multiple tax jurisdictions. The Company recognizes the tax benefit of an uncertain tax position only if it is
more likely than not the position is sustainable upon examination by the taxing authority, based on the technical merits. The Company measures the tax benefit recognized as the
largest amount of benefit which is more likely than not to be realized upon settlement with the taxing authority. Significant judgment is required to evaluate uncertain tax
positions. The Company’s evaluations are based upon a number of factors, including changes in facts or circumstances, changes in tax law or guidance, correspondence with tax
authorities during the course of audits, and effective settlement of audit issues. Changes in the recognition or measurement of uncertain tax positions could result in material
increases or decreases in the Company’s income tax expense in the period in which the Company makes the change, which could have a material impact on the Company’s
effective tax rate or operating results. The amount of income taxes paid is subject to examination by U.S. federal, state, and foreign tax authorities. To the extent the assessment
of such tax position changes, the Company records the change in estimate in the period in which the determination is made.
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Net Loss Per Share
Prior to the automatic conversion of all the shares of the Company’s outstanding convertible preferred stock into shares of common stock upon the closing of the
Company’s IPO, holders of the Company’s common stock were not entitled to dividends until declared dividends to holders of the Company’s convertible preferred stock have
been paid. The Company was required to use the two-class method of calculating earnings per share. The two-class method requires that earnings per share be calculated
separately for each class of security. As the Company incurred losses during the periods presented, the Company used the methods described below to calculate net loss per
share.
The Company calculates basic net loss per share by dividing net loss attributable to common stockholders by the weighted-average number of the Company’s shares of
common stock outstanding during the respective period. Net loss attributable to common stockholders is net loss minus convertible preferred stock dividends declared, of which
there were none during the periods presented.
The Company’s potentially dilutive securities, which include stock options and preferred stock, have been excluded from the computation of diluted net loss per share as
the effect would be to reduce the net loss per share. Therefore, the weighted average number of shares of common stock outstanding used to calculate both basic and diluted net
loss per share attributable to common stockholders is the same.
Recently Adopted Accounting Standards
In August 2018, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2018-15, Intangibles—Goodwill and Other—InternalUse Software (Subtopic 350-40): Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement that is a Service Contract, which aligns the
requirements for capitalizing implementation costs incurred in a hosting arrangement that is a service contract with the requirements for capitalizing implementation costs
incurred to develop or obtain internal-use software (and hosting arrangements that include an internal-use software license). The accounting for the service element of a hosting
arrangement that is a service contract is not affected by this new guidance. This new guidance is effective for the Company for its fiscal year beginning January 1, 2022, and
may be adopted either prospectively or retrospectively to all implementation costs incurred after the date of adoption. The Company adopted this guidance effective January 1,
2022, and the adoption did not have a material impact on its condensed consolidated financial statements.
In December 2019, the FASB issued ASU No. 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes, which simplifies the accounting for
income taxes by eliminating some exceptions to the general approach in ASC 740, Income Taxes in order to reduce cost and complexity of its application. This new guidance is
effective for the Company for its fiscal year beginning January 1, 2022, and interim periods within its fiscal year beginning January 1, 2023, and early adoption is permitted.
Most amendments within this guidance are required to be applied on a prospective basis, while certain amendments must be applied on a retrospective or modified retrospective
basis. The Company adopted this guidance effective January 1, 2022, and the adoption did not have a material impact on its condensed consolidated financial statements.
Recently Issued Accounting Standards Not Yet Adopted
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments Topic 326: Credit Losses Measurement of Credit Losses on Financial Instruments (Topic 326),
which requires an entity to utilize a new impairment model known as the current expected credit loss (CECL) model to estimate its lifetime “expected credit loss” and record an
allowance that, when deducted from the amortized cost basis of the financial asset, presents the net amount expected to be collected on the financial asset. The CECL model is
expected to result in more timely recognition of credit losses. This guidance also requires new disclosures for financial assets measured at amortized cost, loans, and availablefor-sale debt securities. Entities will apply the standard’s provisions as a cumulative effect adjustment to retained earnings as of the beginning of the first reporting period in
which the guidance is adopted. Topic 326 is effective for the Company for its fiscal year beginning January 1, 2023. The Company does not expect the adoption of this standard
will have a material impact on its condensed consolidated financial statements.
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2. Revenue
Contract Balances
The Company receives payments from customers based on a billing schedule as established in its customer contracts. Accounts receivable are recorded when the Company
contractually has the right to consideration. There were no impairment losses recorded during the three and nine months ended September 30, 2022 and 2021.
Contract liabilities consisted of the following (in thousands):
September 30,
2022

Deferred revenue
Customer deposits
Contract liabilities

December 31,
2021

$

91,714
5,117

$

84,494
6,458

$

96,831

$

90,952

Deferred revenue represents billings under noncancellable contracts that have been invoiced in advance of revenue recognition, and the balance is recognized as revenue
when transfer of control to customers has occurred or services have been provided. Customer deposits consist of billings for anticipated revenue generating activities in advance
of the start of the contractual term or for the portion of a contract term that is subject to cancellation and refund. Revenue is deferred when the Company has the right to invoice
in advance of performance under a customer contract. The current portion of deferred revenue and customer deposits are recognized during the following 12-month period,
provided the customers with cancellable contracts do not invoke their termination rights. As of September 30, 2022 and December 31, 2021, the Company’s contract liabilities
were $96.8 million and $91.0 million, respectively. The amount of revenue recognized during the nine months ended September 30, 2022 and 2021 that was included in contract
liabilities at the beginning of each period was $83.6 million and $57.5 million, respectively.
Remaining Performance Obligations
The terms of the Company’s subscription agreements are primarily annual and, to a lesser extent, multi-year. The Company's subscription agreements are generally
noncancellable. Revenue allocated to remaining performance obligations represents noncancellable contracted revenue that has not yet been recognized and includes deferred
revenue and unbilled amounts that will be recognized as revenue in future periods. Unbilled portions of the remaining performance obligation denominated in foreign currencies
are revalued each period based on the period end exchange rates. Cancellable remaining performance obligations, which includes customer deposits, are not included in the
Company’s remaining performance obligation disclosure. As of September 30, 2022, the aggregate amount of the transaction price allocated to remaining performance
obligations was $119.8 million. As of September 30, 2022, the Company expects to recognize the significant majority of its remaining performance obligations as revenue over
the subsequent twelve months, and the remainder over 24 months. The remaining performance obligations exclude customer deposits and unbilled amounts of cancellable
contracted revenue of $5.9 million as of September 30, 2022.
Disaggregation of Revenue
The following table sets forth revenue by geographic area for the periods presented:
Three Months Ended September 30,
2022
(in thousands)

United States
International

$

Total revenue

$

38,845
10,563
49,408

20

2021
%

(in thousands)

79 % $
21
100 % $

31,444
7,201
38,645

%

81 %
19
100 %
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Nine Months Ended September 30,
2022
(in thousands)

United States
International

$

Total revenue

$

113,278
29,544
142,822

2021
%

(in thousands)

79 % $
21
100 % $

%

86,082
18,832
104,914

82 %
18
100 %

No single country other than the United States represented 10% or more of the Company’s revenue during the three and nine months ended September 30, 2022 and 2021.
3. Fair Value Measurements
The Company follows guidance provided in ASC 820, Fair Value Measurement, for valuation of financial assets and financial liabilities and for nonfinancial items that are
recognized or disclosed at fair value in the financial statements on a recurring basis. Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. This guidance also establishes a framework for measuring fair value and expands
disclosures about fair value measurements.
The Company’s investment portfolio consists of tiered interest money market accounts and a U.S. government money market fund amounting to $117.9 million as of
September 30, 2022 and tiered interest money market accounts amounting to $33.6 million as of December 31, 2021, which are carried at fair value. The Company has
determined the carrying value to be equal to the fair value and has classified these investments as Level 1 financial instruments. There were no transfers in or out of Level 3
during the periods presented.
4. Consolidated Balance Sheet Components
Property and Equipment, Net
Property and equipment, net consisted of the following (in thousands):
September 30,
2022

Computer, equipment, and software
Furniture and fixtures
Leasehold improvements
Property and equipment, gross
Less: accumulated depreciation

$

Property and equipment, net

$

December 31,
2021

2,879 $
393
2,067
5,339
(2,423)
2,916 $

2,632
357
1,822
4,811
(1,554)
3,257

Depreciation expense was $0.3 million and $0.2 million for the three months ended September 30, 2022 and 2021, respectively, and $0.9 million and $0.4 million for the
nine months ended September 30, 2022 and 2021, respectively.
Accrued Expenses and Other Current Liabilities
Accrued expenses and other current liabilities consisted of the following (in thousands):
September 30,
2022

$

Sales tax payable
Accrued compensation and benefits
Accrued tax liabilities
ESPP liability
Others

$

Accrued expenses and other current liabilities

21

December 31,
2021

641
4,159
2,544
1,559
3,633

$

5,528

12,536

$

7,218
2,805
466
5,782
21,799
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The Company is subject to indirect taxation in some, but not all, of the various U.S. states and foreign jurisdictions in which it conducts business. Therefore, the Company
has an obligation to charge, collect, and remit Value Added Tax or Goods and Services Tax in connection with certain of its foreign sales transactions and sales and use tax in
connection with eligible sales to subscribers in certain U.S. states. In addition, on June 21, 2018, the U.S. Supreme Court overturned the physical presence nexus standard and
held that states can require remote sellers to collect sales and use tax. As a result of this ruling and given the scope of the Company’s operations, taxing authorities continue to
provide regulations that increase the complexity and risks to comply with such laws and could result in substantial liabilities, prospectively as well as retrospectively. The
Company was at various stages of negotiations or pursuit of favorable rulings with the respective taxing authorities regarding these liabilities as of December 31, 2021. Based
on the information available, the Company continued to evaluate and assess the jurisdictions in which an indirect tax nexus exists and believed that the indirect tax liabilities are
adequate and reasonable. However, due to the complexity and uncertainty around the application of these rules by taxing authorities, results may vary materially from the
Company’s expectations. The Company recorded its best estimate of the liability (including related penalties and interest) of $ 4.7 million as of December 31, 2021, which is
included in sales tax payable above. During 2021 and 2022, the Company was accepted into the voluntary disclosure agreement process in certain jurisdictions. As a result, the
estimated liability as of September 30, 2022 and December 31, 2021 is net of the reversal of sales and use tax accruals including related penalties and interest of $2.9 million in
the nine months ended September 30, 2022 and $4.1 million in the fiscal year ended December 31, 2021, pursuant to the respective arrangements. There wasno such estimated
liability as of September 30, 2022.
5. Goodwill and Intangible Assets, Net
Goodwill
As of September 30, 2022 and December 31, 2021, goodwill was $8.8 million. Goodwill represents the excess of the purchase price over the fair value of net assets acquired
from Teston AS in 2020. Goodwill amounts are not amortized but are rather tested for impairment at least annually during the fourth quarter or more frequently if events or
changes in circumstances indicate that goodwill may be impaired.
Intangible Assets, Net
Intangible assets, net of $0.4 million and $0.6 million as of September 30, 2022 and December 31, 2021, respectively, consisted of developed technology.
Amortization expense of acquired intangible assets was $0.1 million and $0.3 million for the three months ended September 30, 2022 and 2021, respectively, and $0.2
million and $0.8 million for the nine months ended September 30, 2022 and 2021, respectively.
6. Debt
Revolving Line of Credit
On June 18, 2021, the Company entered into a Fifth Loan and Security Modification Agreement with a lender, which provides the Company with the ability to borrow up
to $5.5 million, maturing on June 18, 2024, and which accrues interest at a per annum rate equal to the greater of3.25% and prime rate as reported in The Wall Street Journal or
such other rate of interest publicly announced from time to time by the lender as its prime rate (6.25% at September 30, 2022 and 3.25% at December 31, 2021). The credit
facility is secured by a security interest on substantially all the Company’s assets and is subject to certain financial covenants. The Company may use the proceeds of future
borrowings under the credit facility for general corporate purposes which may include, without limitation, financing the consideration for and fees, costs and expenses related to
an acquisition. Pursuant to this agreement, the Company is required to maintain at all times unrestricted cash with the lender in an amount equal to at least $5.5 million.
As of September 30, 2022 and December 31, 2021, the Company had no outstanding borrowings pursuant to the above credit facility and was in compliance with the above
agreement with the lender.
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7. Commitments and Contingencies
Operating Leases
The Company leases its office facilities in the United States and the United Kingdom under non-cancellable agreements that expire at various dates through August 2025.
Total operating lease costs, excluding short-term lease costs, variable lease costs, and sublease income, each of which were immaterial for the periods presented, were as
follows (in thousands):
Three Months Ended September 30,
2022

Operating lease costs

$

Nine Months Ended September 30,

2021

1,496 $

2022

1,365 $

2021

4,499 $

4,325

Supplemental cash flow information related to leases were as follows (in thousands):
Nine Months Ended September 30,
2022

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases
Right-of-use assets obtained in exchange for lease obligations:
Operating leases

$

2021

4,635 $

3,931

372

1,010

The weighted-average remaining lease term and discount rate for the Company’s operating leases were as follows:

Weighted-average remaining lease term
Weighted-average discount rate

September 30,
2022

December 31,
2021

2.7 years
5.8%

3.3 years
5.8%

The total remaining lease payments under non-cancelable operating leases as of September 30, 2022 were as follows (in thousands):
Remainder of 2022
2023
2024
2025
Total undiscounted lease payments
Less imputed interest

$

Present value of operating lease liabilities

$

1,522
5,696
5,147
3,368
15,733
(1,168)
14,565

Other Contractual Commitments
The Company’s other contractual commitments relate mainly to third-party cloud infrastructure agreements and online services agreements. There were no material
contractual obligations that were entered into during the three and nine months ended September 30, 2022 that were outside the ordinary course of business.
Warranties, Indemnification, and Contingencies
The Company enters into service level agreements with customers which warrant defined levels of uptime and support response times and permit those customers to receive
credits for prepaid amounts in the event that those performance and response levels are not met. To date, the Company has not experienced any significant failures to meet
defined levels of performance and response. In connection with the service level agreements, the Company has not incurred any significant costs and has not accrued any
liabilities in the condensed consolidated financial statements.
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In the ordinary course of business, the Company enters into contractual arrangements under which the Company agrees to provide indemnification of varying scope and
terms to business partners and other parties with respect to certain matters, including, but not limited to, losses arising out of the breach of such agreements, intellectual property
infringement claims made by third parties, and other liabilities relating to or arising from the Company’s platform or the Company’s acts or omissions. In these circumstances,
payment may be conditional on the other party making a claim pursuant to the procedures specified in the particular contract. Further, the Company’s obligations under these
agreements may be limited in terms of time and/or amount, and in some instances, the Company may have recourse against third parties for certain payments.
In addition, the Company has agreed to indemnify its directors and executive officers for costs associated with any fees, expenses, judgments, fines, and settlement
amounts incurred by any of these persons in any action or proceeding to which any of those persons is, or is threatened to be, made a party by reason of the person’s service as a
director or officer, including any action by the Company, arising out of that person’s services as the Company’s director or officer or that person’s services provided to any other
company or enterprise at the Company’s request. The Company maintains director and officer insurance coverage that may enable the Company to recover a portion of any
future amounts paid.
Legal Proceedings
In the ordinary course of business, the Company may be subject from time to time to various proceedings, lawsuits, disputes, or claims. The Company makes a provision
for a liability relating to legal matters when it is both probable that a liability has been incurred and the amount of the loss can be reasonably estimated. These estimates are
reviewed at least quarterly and adjusted to reflect the impacts of negotiations, estimated settlements, legal rulings, advice of legal counsel, and other information and events
pertaining to a particular matter. In general, the resolution of a legal matter could be material to the Company’s financial condition or cash flows, or both, or could otherwise
adversely affect the Company’s operating results. The outcomes of legal proceedings and other contingencies are, however, inherently unpredictable and subject to significant
uncertainties. At this time, the Company does not have any such matters that, if resolved unfavorably, would have a material impact on its financial condition, results of
operations or cash flows.
8. Stockholders’ Equity and Equity Incentive Plan
Common Stock and Preferred Stock
In connection with the Company’s IPO in November 2021, the Company’s Restated Certificate of Incorporation became effective, which authorized the issuance of
2,000,000,000 shares of common stock with a par value of $0.0001 per share and 10,000,000 shares of preferred stock with a par value of $0.0001 per share.
The Company had the following shares of common stock reserved for future issuance (in thousands):
September 30,
2022

26,021
20,538
4,024
50,583

Outstanding stock awards to purchase common stock
Stock awards available for future grants
Shares available for issuance under 2021 ESPP

December 31,
2021

25,181
16,154
3,100
44,435

Equity Incentive Plan
In June 2007, the Company adopted the 2007 Equity Incentive Plan (the 2007 Plan). Under the 2007 Plan, the Company originally authorized the issuance of500,000
shares. In March 2013, the board of directors adopted the 2013 Equity Incentive Plan (the 2013 Plan) and ceased granting awards under the 2007 Plan. Upon the effective date
of the suspension of the 2007 Plan, all remaining shares available for issuance under the 2007 Plan became available for issuance under the 2013 Plan and any options that
expired or were forfeited automatically become available under the 2013 Plan.
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In October 2021, the Company’s board of directors and stockholders approved the adoption of the 2021 Equity Incentive Plan (2021 Plan), which became effective in
connection with the IPO. Under the 2021 Plan, 15,700,000 shares of the Company’s common stock are initially reserved for future issuance. Upon the effective date of the 2021
Plan, any remaining shares available for issuance under the Company’s 2013 Plan were added to the shares of the Company’s common stock reserved for issuance under its
2021 Plan, and the Company ceased granting awards under the 2013 Plan. The number of shares reserved for issuance under the 2021 Plan will increase automatically on
January 1 of each of the first ten calendar years during the term of the 2021 Plan by the number of shares equal to5% of the aggregate number of shares of all classes of the
Company’s common stock issued and outstanding as of the immediately preceding December 31, or a lesser number as may be determined by the Company’s board of
directors.
The 2021 Plan authorizes the award of both incentive stock options and nonqualified stock options, as well as the award of RSAs, RSUs, stock appreciation rights, and
performance and stock bonus awards. Pursuant to the 2021 Plan, incentive stock options may be granted only to employees. The exercise price of an option cannot be less than
100% of the fair value of one share of common stock on the date of grant and the exercise price of any incentive stock option granted to a10% stockholder cannot be less than
110% of the fair value of one share of common stock on the date of grant. Options are exercisable over periods not to exceedten years from the date of grant (five years for
incentive stock options granted to stockholders owning greater than 10% of all classes). Vesting terms for options is generally four years. The Company may grant all other
types of awards to its employees, directors, and consultants.
As of September 30, 2022 and December 31, 2021, 20,538,259 and 16,153,747 shares of common stock have been reserved for issuance under the 2021 Plan, respectively.
In October 2021, the Company’s board of directors and stockholders approved the adoption of the 2021 ESPP, which became effective in connection with the IPO. Under
the 2021 ESPP, 3,100,000 shares of the Company’s common stock are initially reserved for future issuance. The number of shares reserved for issuance and sale under the 2021
ESPP will increase automatically on January 1 of each of the first ten calendar years during the term of the 2021 ESPP by the number of shares equal to1% of the aggregate
number of shares of all classes of the Company’s common stock issued and outstanding as of the immediately preceding December 31, or a lesser number as may be
determined by the Company’s board of directors or compensation committee. Subject to stock splits, recapitalizations, or similar events, no more than 31,000,000 shares of the
Company’s common stock may be issued over the term of the 2021 ESPP.
Under the 2021 ESPP, eligible employees will be offered the option to purchase shares of the Company’s common stock at a discount over a series of offering periods
through accumulated payroll deductions over the period. Each offering period may itself consist of one or more purchase periods. No offering period may be longer than 27
months. The purchase price for shares purchased under the 2021 ESPP during any given purchase period will be 85% of the lesser of the fair market value of the Company’s
common stock on (i) the first day of the applicable offering period or (ii) the last day of the purchase period.
As of September 30, 2022 and December 31, 2021, 4,024,434 and 3,100,000 shares of common stock have been reserved for issuance under the 2021 ESPP, respectively.

25

Table of Contents
USERTESTING, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

The following table summarizes the stock option activity during the nine months ended September 30, 2022 (in thousands, except per share data):
Options Outstanding
Weighted-Average
Weighted-Average
Remaining Contractual Life
Exercise Price
(Years)

Outstanding Stock options

Balance as of December 31, 2021
Exercised
Forfeited
Expired
Balance as of September 30, 2022
Vested and exercisable:
September 30, 2022
December 31, 2021

Aggregate Intrinsic
Value

22,690 $
(1,680)
(1,013)
(53)
19,944

1.71
1.34
3.17
1.66

7.56 $

1.66

6.82

48,015

14,435
11,917

1.22
0.96

6.35 $
6.66 $

39,336
88,893

$
$

153,883
8,431

No options were granted during the nine months ended September 30, 2022. The weighted-average grant date fair value of options granted during the nine months ended
September 30, 2021 was $4.05.
The following table summarizes the RSU activity during the nine months ended September 30, 2022 (in thousands, except per share data):
Restricted Stock Units
Weighted-Average
Number of Shares
Grant Date Fair Value

2,491 $
4,707
(207)
(914)
6,077

Balance as of December 31, 2021
Granted
Vested
Forfeited
Balance as of September 30, 2022

16.11
9.21
9.70
12.12
11.59

There was no RSA activity during the nine months ended September 30, 2022.
In 2021, the Company began granting RSUs to its employees and directors. These RSUs generally vest upon the satisfaction of a service-based vesting condition with a
vesting period of generally four years. In September 2021, the Company granted RSUs settleable for 2,490,942 shares of its common stock with a weighted average grant date
fair value of $16.11 per share, which vested based upon the satisfaction of both a service-based condition and a liquidity event-based condition. The Company recognized
compensation expense for these RSUs using an accelerated attribution method beginning in November 2021 when the liquidity event-based vesting condition applicable to these
RSUs was satisfied upon the effectiveness of the Company’s IPO. The Company recognized stock-based compensation expense of $3.3 million and $11.9 million associated
with these RSUs for the three and nine months ended September 30, 2022, respectively.

26

Table of Contents
USERTESTING, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Stock-Based Compensation
The assumptions used under the Black-Scholes option pricing model to calculate the estimated fair value of stock options granted to employees are as follows:
Three Months Ended September 30,
2022

Fair value of common stock

*

Expected term (years)

*

Expected volatility
Expected dividend yield

*
*

2022

$ 10.97 — 17.04

*

Risk-free interest rate

Nine Months Ended September 30,

2021

2021

$ 3.88 — 17.04

*

0.94% — 1.00%

0.94% — 1.05%

*

5.84 — 6.08

5.73 — 6.08

*

55.24% — 56.82%

54.04% — 56.82%

*
*

None

None

____________
* No stock options were granted during the periods presented.

The following table summarizes the assumptions used to calculate the estimated fair value of stock purchase rights granted under the 2021 ESPP using the Black-ScholesMerton option pricing model:
Three Months Ended September 30,

Nine Months Ended September 30,

2022

2021

2022

2021

Fair value of common stock

*

*

*

Risk-free interest rate

*

*

$ 4.52
1.54% — 2.66%

Expected term (years)
Expected volatility
Expected dividend yield

*

*

*
*

*

0.49 — 1.99

*

53.74% — 60.64%

*
*

*
*

None

____________
* No stock purchase rights were granted under the 2021 ESPP during the periods presented.

The total stock-based compensation expense by line item in the accompanying condensed consolidated statements of operations is summarized as follows (in thousands):
Three Months Ended September 30,
2022

Cost of revenue:
Subscription
Professional services
Operating expenses:
Sales and marketing
Research and development
General and administrative
Total stock-based compensation expense

$

211
239

$

Nine Months Ended September 30,

2021

$

2022

11
78

$

2,920
1,384
2,562

404
237
2,057

7,316 $

2,787 $

2021

553
701

$

9,057
4,574
7,811
22,696

30
160
1,079
620
3,030

$

4,919

As of September 30, 2022, the unrecognized stock-based compensation expense related to outstanding unvested stock options was $12.1 million, which is expected to be
recognized over a weighted-average period of 2.5 years.
As of September 30, 2022, the unrecognized stock-based compensation expense related to outstanding RSUs was $50.5 million which is expected to be recognized over the
remaining weighted-average vesting period of approximately 3.0 years.
As of September 30, 2022, the unrecognized stock-based compensation expense related to outstanding stock purchase rights granted under the 2021 ESPP was $2.8 million
which is expected to be recognized over 1.6 years.
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9. Income Taxes
The Company’s quarterly tax provision is based upon an estimated annual effective tax rate. The Company’s provision for income taxes has not been historically
significant to the business as the Company has incurred U.S. operating losses to date. The provision for income taxes consists primarily of state taxes and foreign taxes in
jurisdictions in which the Company conducts business.
The Company’s provision for income taxes was $0.3 million and $0.3 million for the three months ended September 30, 2022 and 2021, respectively, and $0.5 million and
$0.6 million for the nine months ended September 30, 2022 and 2021, respectively, with an effective tax rate of 2( .1)% and (2.9)% for the three months ended September 30,
2022 and 2021, respectively, and an effective tax rate of ( 1.0)% and (1.7)% for the nine months ended September 30, 2022 and 2021, respectively. The effective tax rate differs
from the U.S. statutory tax rate primarily due to the valuation allowance on the Company’s U.S. deferred tax assets.
The Company maintains a full valuation allowance against its U.S. deferred tax assets as of September 30, 2022. It regularly assesses the need for a valuation allowance
against its net deferred tax assets. In making that assessment, the Company considers both positive and negative evidence related to the likelihood of realization of the deferred
tax assets to determine, based on the weight of available evidence, whether it is more likely than not that some or all of the deferred tax assets will not be realized. Due to
cumulative losses over recent years and based on all available evidence, the Company has determined that it is more likely than not that its U.S. deferred tax assets will not be
realized as of September 30, 2022.
The Company has elected to record taxes associated with its Global Intangible Low-Taxed Income as period costs if and when incurred.
On August 16, 2022, President Biden signed the Inflation Reduction Act of 2022 (the Inflation Act) into law. The Inflation Act contains certain tax measures, including a
corporate alternative minimum tax of 15% on some large corporations and an excise tax of 1% on corporate stock buy-backs. The Company does not expect the new law to
have a material impact on its condensed consolidated financial statements.
10. Net Loss Per Share
The following table sets forth the computation of basic and diluted net loss per share attributable to common stockholders for the periods presented (in thousands, except
share and per share data):
Three Months Ended September 30,
2022

Nine Months Ended September 30,

2021

2022

2021

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

$

Net loss per share attributable to common stockholders, basic and diluted

$

(15,191) $

(9,636) $

(49,114) $

144,211

19,558

143,347

(0.11) $

(0.49) $

(33,803)

18,798

(0.34) $

(1.80)

The potential shares of common stock that were excluded from the computation of diluted net loss per share attributable to common stockholders for the periods presented
because including them would have been antidilutive are as follows (in thousands):
September 30,
2022

Convertible preferred shares
Options and RSUs issued and outstanding
ESPP
Total antidilutive securities

2021

—
26,021
243

110,851
26,144
—

26,264

136,995

For each of the periods presented where the Company reported a net loss, the effect of all potentially dilutive securities would be antidilutive, and as a result diluted net loss
per common share is the same as basic net loss per common share.
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11. Employee Benefit Plans
The Company maintains a retirement savings plan, established pursuant to Section 401(k) of the Internal Revenue Code of 1986, as amended (the Code). Participants may
contribute up to applicable annual Code limits. The plan allows the Company to make matching contributions to eligible participants. The Company provided a matching
contribution up to 4% of eligible participants’ compensation for the three and nine months ended September 30, 2022 and 2021. The plan provides for automatic salary deferrals
of 5% of compensation each year. Participants are permitted to change their salary deferral percentage and waive the automatic deferral provision. All participants’ deferrals,
rollovers and matching contributions are 100% vested when contributed. The Company recognized $0.8 million and $0.7 million in expenses related to the 401(k) match for the
three months ended September 30, 2022 and 2021, respectively, and $2.6 million and $2.2 million for the nine months ended September 30, 2022 and 2021, respectively.
12. Restructuring
In July 2022, management approved, committed to and initiated a plan of termination that resulted in a reduction in the Company’s total full-time employee workforce by
approximately 7%. The Company substantially completed this workforce reduction in the third quarter of 2022. As a result of this workforce reduction, the Company incurred a
pre-tax cash charge of approximately $1.4 million for one-time termination benefits, which substantially consist of severance and were recorded to the restructuring expense line
item within the Company’s condensed consolidated statements of operations. All charges associated with the workforce reduction were incurred and substantially paid in the
third quarter of 2022.
13. Subsequent Event
On October 26, 2022, the Company entered into a definitive agreement to be acquired by Thoma Bravo, a leading software investment firm, and Sunstone Partners for
$7.50 per share, in an all-cash transaction valued at approximately $1.3 billion. The transaction, which was unanimously approved by the Company’s board of directors, is
currently expected to close in the first half of 2023, subject to customary closing conditions, including approval by the Company’s stockholders and the receipt of required
regulatory approvals. Upon completion of the transaction, the Company’s common stock will no longer be publicly listed and the Company will become a privately held
company.
The agreement includes a “go-shop” period expiring at 11:59 p.m. Pacific time on December 10, 2022, which allows the Company’s board of directors and its advisors to
actively initiate, solicit and consider alternative acquisition proposals from third parties. The Company’s board of directors will have the right to terminate the merger agreement
to enter into a superior proposal subject to the terms and conditions of the merger agreement. There can be no assurance that this “go-shop” will result in a superior proposal,
and the Company does not intend to disclose developments with respect to the solicitation process unless and until it determines such disclosure is appropriate or otherwise
required.
Pursuant to the agreement, the Company may be required to pay a termination fee of up to approximately $33.9 million, if the agreement is terminated under certain
circumstances, and may be entitled to receipt of a termination fee of approximately $67.8 million, if the agreement is terminated under certain circumstances.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our condensed consolidated financial
statements and the accompanying notes included elsewhere in this Quarterly Report on Form 10-Q. This discussion contains forward-looking statements that involve risks and
uncertainties. Our actual results could differ materially from those discussed below. Factors that could cause or contribute to such difference include, but are not limited to,
those identified below and those discussed in the section titled “Risk Factors” in Part II, Item IA of this Quarterly Report on Form 10-Q.
Overview
Our mission is to empower every organization with the breakthrough perspectives they need to deliver truly exceptional customer experiences using human insight.
We have pioneered a video-first, enterprise-grade software-as-a-service (SaaS) platform that enables organizations to see and hear the experiences of real people as they
engage with products, designs, apps, processes, concepts, or brands. Our platform captures authentic, credible, and highly contextualized customer perspectives from targeted
audiences who have opted in to share their thoughts, whether for digital, real-world, or omnichannel experiences. Using machine learning, our platform analyzes these
perspectives and surfaces key moments of insight rapidly and at scale. This helps organizations to free up time and resources and make better customer experience decisions
faster using the power of video to drive alignment and action.
On October 26, 2022, we entered into a definitive agreement to be acquired by Thoma Bravo and Sunstone Partners for $7.50 per share, in an all-cash transaction valued at
approximately $1.3 billion. The merger is currently expected to close in the first half of 2023, subject to customary closing conditions, including approval by our stockholders
and required regulatory approvals. For more information see Note 13, “Subsequent Events,” in the notes to our condensed consolidated financial statements.
We generate revenue primarily from the sale of subscriptions to our platform, which accounted for over 90% of our total revenue during each of the three and nine months
ended September 30, 2022 and 2021. Our subscription plan includes access to our platform including customer support. The substantial majority of our subscriptions are for a
one year, non-cancelable term, with some large, multi-year subscriptions ranging up to three years and some small, short-term subscriptions of less than one year. Our contracts
are typically billed annually in advance and we generally recognize subscription revenue ratably over the contract term.
We also generate revenue from professional services. Our professional services include research studies, training services, and strategy workshops. Professional services
revenue comprised less than 10% of our total revenue during each of the three and nine months ended September 30, 2022 and 2021.
We offer two primary subscription pricing plans – a seat-based subscription plan and a flex-based subscription plan. Each pricing plan provides platform access to our
customers for the duration of the contract term and revenue is recognized ratably. Within each pricing plan, we offer specific editions based on varying levels of tools, features,
and functionality.
Our seat-based subscription pricing plan varies depending on the platform edition and the number and type of seats. It provides an additional pricing option to our
customers. Our pricing plans are structured to further facilitate expansion within our customers’ organizations, including making it easier for our customers to add additional
users and use cases. Customers utilizing the flex-based subscription pricing plan typically enter into an annual contract that covers access to the platform and the pricing is
based on expected annual committed utilization of the platform’s features. Customers who exceed their contractual limits are able to purchase either additional committed usage
or on demand usage. The pricing plan and related utilization is determined based on the activity the customer processes within the platform, including the number and type of
Customer Experience Narratives (CxNs) generated, and type of audience targeting used.
Our go-to-market strategy is based on the size and region of our customers. We primarily sell through a direct selling motion, with field sales representatives who focus on
enterprise customers and an inside sales organization which sells to mid-market and small and medium-sized business customers. We have also started investing in creating
channel partnerships and relationships with resellers, distributors, and strategic partners to broaden our reach.
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We have achieved significant growth in recent periods. Our total revenue for the three months ended September 30, 2022 and 2021 was $49.4 million and $38.6 million,
respectively, representing period-over-period growth of 28%. Our total revenue for the nine months ended September 30, 2022 and 2021 was $142.8 million and $104.9 million,
respectively, representing period-over-period growth of 36%. As we have grown our business, we have made significant investments in sales and marketing and research and
development. As a result, our net loss was $15.2 million and $9.6 million for the three months ended September 30, 2022 and 2021, respectively, and $49.1 million and $33.8
million for the nine months ended September 30, 2022 and 2021, respectively.
Initial Public Offering
In November 2021, we completed our IPO in which we issued and sold 10,000,000 shares of our common stock at a public offering price of $14.00 per share, resulting in
net proceeds of $124.1 million after deducting underwriting discounts and commissions of $9.8 million and offering costs of $6.1 million. We incurred offering expenses, net of
a reimbursement received from the underwriters, of approximately $6.2 million in connection with the IPO, of which $0.1 million was paid in the first quarter of 2022. In
connection with the IPO, all the shares of outstanding convertible preferred stock were automatically converted into an equivalent number of shares of common stock.
Key Factors Affecting Our Performance
Acquiring New Customers
We believe that understanding and improving customer experiences through human insight represents a broad and underpenetrated market opportunity. We will continue to
invest in sales and marketing to continue to acquire new customers, and our go-to-market model is built in a scalable way to support new customer growth of all sizes.
Expanding Within Existing Customers Across Core and New Functional Teams
We are focused on driving value, additional adoption, and growth within existing customers using our land-and-expand model. Our platform’s use cases are continuing to
expand as customers continue to see value from human insight, which drives adoption across multiple teams.
Continuing to Grow Internationally
To further our international strategy and focus, we have sales offices in Edinburgh, Scotland covering the Europe, Middle East, and Africa region and Singapore covering
the Asia-Pacific region. During the three and nine months ended September 30, 2022, approximately 21% of our total revenue came from customers outside the United States.
International revenue for the three and nine months ended September 30, 2022 increased approximately 47% and 57%, respectively, compared to the prior year period. We
believe international expansion will be a key growth driver for our business.
Innovating and Expanding Our Platform
We have a strong history of innovation and have pioneered a video-first, enterprise-grade platform that enables organizations to see and hear the experiences of real people
as they engage with products, designs, apps, processes, concepts, or brands. We intend to continue to invest in new features and functionality, extending the platform to a
broader range of enterprises, geographies, users and use cases.
Deepening Our Network of Channel Partnerships
We are in the early phases of building out our UserTesting partners and reseller program. Our focus areas include working with agencies, systems integrators, and resellers.
All of these channels will enable us to achieve go-to-market leverage as we scale, supporting our continued growth.
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Key Business Metrics
We monitor and review a number of metrics, including the following key metrics, to evaluate our business, measure our performance, identify trends affecting our
business, formulate financial projections, and make strategic decisions. We believe that these key business metrics provide meaningful supplemental information in assessing
our operating performance.
Customers
September 30,
2022

Total Customers(1)
Large Customers

December 31,
2021

2,580
404

September 30,
2021

2,350
305

2,170
279

____________
(1) Total customer count is rounded down to the nearest 10 customers.

We measure and track the number of customers, and we believe the number of customers is useful information to investors, because our ability to attract new customers,
grow our customer base and retain existing customers helps drive our success and is an important contributor to our revenue growth. We have successfully demonstrated a
history of growing our customer base. A customer in a particular period is defined as a customer for whom we recognize subscription revenue in the last month of the
measurement period. We define a single customer as the parent entity of the subsidiaries and divisions that contract with us. If a customer has multiple subsidiaries or divisions,
then we aggregate subscription revenues from all entities to the parent level. We define our Large Customers as those spending at least $100,000 in ARR. We believe that our
ability to increase our Large Customers indicates our progress with a critical segment of our customer base. We expect to increase our Large Customers as more users and
teams across organizations and industries realize the value of our platform in today’s digital age. Our use of customer count may have certain limitations as an analytical tool
and should not be considered in isolation or as a substitute for revenue or an analysis of our results as reported under GAAP. For example, other companies, including
companies in our industry, may calculate the number of customers differently, which could reduce its usefulness as a comparative measure.
Net Dollar-based Retention Rate
September 30,
2022

Net Dollar-based Retention Rate

December 31,
2021

107 %

September 30,
2021

118 %

119 %

Our ability to retain and expand subscription revenue from existing customers is an important indicator of the stability of our revenue base, the long-term value of our
platform to our customers, and future business opportunities. We calculate net dollar-based retention rate in order to measure our ability to retain and expand subscription
revenue from our existing customers. Our net dollar-based retention rate compares the quarterly subscription revenue from the same cohort of customers across comparable
periods and reflects customer renewals, expansion, contraction and churn. For each quarter, the cohort of customers are identified based on having subscription revenue at the
beginning of the same quarter in the prior year. We calculate our net dollar-based retention rate in a quarter by dividing: (i) the total subscription revenue of the customer cohort
in the current quarter, by (ii) the total subscription revenue of those same customers in the same quarter of the prior year. We expect our net dollar-based retention rate to
fluctuate in future periods due to a number of factors, including our expected growth, the level of penetration within our customer base, our ability to upsell and cross-sell
products to existing customers, and our ability to retain our customers.
Calculated Billings (Non-GAAP)
We believe that calculated billings helps investors better understand our sales activity for a particular period, which is not necessarily reflected in our revenue given that we
generally recognize revenue ratably over the subscription term.
We define calculated billings, a non-GAAP financial measure, as total revenue plus the change in contract liabilities from the beginning to the end of the period. We
typically invoice our customers annually in advance, and to a lesser extent quarterly in advance, for subscriptions to our platform. Calculated billings in any particular period
generally reflect amounts invoiced to customers.
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The following table sets forth our calculated billings and growth rate, and provides a reconciliation of revenue to calculated billings, for the periods presented:
Three Months Ended September 30,
2022

Nine Months Ended September 30,

2021

2022

(in thousands, except percentages)

2021

(in thousands, except percentages)

Revenue
Increase (decrease) in contract liabilities

$

49,408
(2,962)

$

38,645
5,346

$

142,822
5,879

$

104,914
16,784

Calculated billings (non-GAAP)

$

46,446

$

43,991

$

148,701

$

121,698

6%

Year-over-year calculated billings growth rate

49 %

22 %

50 %

Our use of calculated billings has certain limitations as an analytical tool and should not be considered in isolation or as a substitute for revenue or an analysis of our results
as reported under GAAP. Calculated billings are recognized when a customer is invoiced, while the related revenue is generally recognized ratably over the subscription term.
Calculated billings are affected by seasonality in terms of when we enter into agreements with customers and the mix of billings in each reporting period as we typically invoice
customers annually in advance, and to a lesser extent quarterly in advance. Therefore, fluctuations in billings should not be taken as an indication of changes in future revenue.
Also, other companies, including companies in our industry, may not use calculated billings, may calculate billings differently, may have different billing frequencies, or may
use other financial measures to evaluate their performance, all of which could reduce the usefulness of calculated billings as a comparative measure.
Components of Results of Operations
Revenue
Subscription Revenue
Subscription revenue primarily consists of subscription fees from customer agreements to access our platform, as well as additional support services. Our customers do not
have the ability to take possession of our software. We recognize revenue for subscription fees and additional support services on a straight-line basis over the term of the
contract beginning on the date access to our platform is granted, as the underlying service is a stand-ready performance obligation. Customers may also purchase incremental
capacity to our platform, which is an additional stand-ready performance obligation. We recognize incremental capacity as a series of distinct software-based services that are
satisfied over the remaining term of the applicable subscription. Certain customer contracts are sold with a contractual maximum of platform usage. Customers who consume
their committed capacity will be invoiced for overages on a quarterly basis. We recognize these overage fees as variable consideration. We expect our subscription revenue to
increase over the long term, depending on our ability to attract new customers and expand usage with existing customers, which fluctuates from period to period.
Professional Services
Professional services primarily consist of fees from professional services including research studies, training services, and strategy workshops. Professional services are
generally considered distinct from access to our platform. We recognize revenue from service engagements that occur over a period of time on a proportional performance basis
as the services are delivered. While we expect our professional services revenue to increase over the long term in terms of absolute dollars, professional services revenue will
fluctuate and may decline from period to period and may not grow consistently with our subscription revenue.
Cost of Revenue, Gross Profit and Gross Margin
Subscription Cost of Revenue
Subscription cost of revenue consists of three categories of expenses: UserTesting Contributor Network, platform, and support. UserTesting Contributor Network costs
consist primarily of participant payments and fees as well as the cost to operate and support those participants. Platform costs consist primarily of the cost to operate our
platform, including infrastructure-related, hosting, and personnel-related costs, such as salaries, bonus, stock-based compensation expense, and benefits. Support costs include
the personnel-related costs, such as salaries, bonus, stock-based compensation expense, and
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benefits, of employees who directly support customers of our subscription services and amortization of acquired intangibles.
Professional Services Cost of Revenue
Professional services cost of revenue consists primarily of personnel-related costs associated with professional services personnel, including stock-based compensation,
third-party consulting services, and allocated overhead.
Gross Profit and Gross Margin
Gross profit is total revenue less cost of revenue and gross margin is gross profit expressed as a percentage of revenue. Our gross margin may vary from period to period as
our mix or cost of revenue fluctuates. Our gross margin on subscription revenue is significantly higher than our gross margin on professional services revenue. In addition, we
may experience changes in our professional services gross margin due to a mismatch between when revenue is recognized and when related expenses are incurred. We expect
our gross margin may vary from period to period and increase modestly in the long term.
Operating Expenses
Sales and Marketing
Sales and marketing expenses primarily consist of personnel-related expenses, including stock-based compensation directly associated with our sales and marketing
organization. Other sales and marketing expenses include costs for promotional events to promote our brand, web advertising, trade conferences, and allocated overhead. Sales
commissions that are directly related to acquiring customer contracts, as well as associated payroll taxes, are deferred upon execution of a contract with a customer, and
subsequently amortized to sales and marketing expense over an estimated period of benefit of four years. We have elected the practical expedient to expense renewal
commissions in the period of booking if the period of amortization is one year or less, and we amortize commissions related to renewal contracts that are greater than one year
over the weighted average renewal term. We plan to increase our investment in sales and marketing over the foreseeable future, primarily through increased headcount in our
sales and marketing functions and investment in brand- and product-marketing efforts. Although we expect our sales and marketing expenses will increase in absolute dollars in
future periods and vary from period to period as a percentage of revenue in the near term, we expect that sales and marketing expenses will decline as a percentage of revenue in
the long term.
Research and Development
Research and development expenses primarily consist of personnel-related expenses, including stock-based compensation directly associated with our research and
development employees and outside services costs. Research and development costs are expensed as incurred. We expect that our research and development expenses will
increase in absolute dollars in the near term as we focus on further developing our platform and infrastructure. Although we expect our research and development expenses will
increase in absolute dollars in future periods and may vary from period to period as a percentage of revenue in the near term, we expect that research and development expenses
will decline as a percentage of revenue in the long term.
General and Administrative
General and administrative expenses primarily consist of personnel-related expenses, including stock-based compensation directly associated with our finance, legal and
human resources organizations, professional fees for external legal, accounting, and other consulting services, bad debt expense, and allocated overhead. We expect to increase
the size of our general and administrative function to support the growth of our business. We also expect to incur additional expenses as a result of operating as a public
company, including expenses related to compliance and reporting obligations of reporting companies and increased costs for insurance, investor relations expenses, and
professional services. As a result, we expect that our general and administrative expenses will increase in absolute dollars for the foreseeable future. Although we expect our
general and administrative expenses will increase in absolute dollars in future periods and may vary from period to period as a percentage of revenue in the near term, we expect
that general and administrative expenses will decline as a percentage of revenue in the long term.
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Restructuring
Restructuring expenses consist of one-time termination benefits, which substantially consist of severance.
Interest Income, Net
Interest income, net consists primarily of income earned on cash equivalents.
Other Income (Expense), Net
Other income (expense), net consists primarily of miscellaneous non-operational income and expense, including grant money received from a grant agreement as well as
sublease income.
Provision for Income Taxes
Provision for income taxes consists of federal, state and foreign income taxes. Due to cumulative losses, we maintain a valuation allowance against our U.S. deferred tax
assets. We consider all available evidence, both positive and negative, including but not limited to earnings history, projected future outcomes, industry and market trends and
the nature of each of the deferred tax assets in assessing the extent to which a valuation allowance should be applied against our U.S. deferred tax assets.
Results of Operations
The following tables set forth selected condensed consolidated statements of operations data for each of the periods indicated (in thousands):
Three Months Ended September 30,
2022

Revenue:
Subscription
Professional services
Total revenue
Cost of revenue(1)(2):
Subscription
Professional services
Total cost of revenue
Gross profit
Operating expenses(1)(2):
Sales and marketing
Research and development
General and administrative
Restructuring
Total operating expenses
Loss from operations
Interest income, net
Other income (expense), net
Loss before provision for income taxes
Provision for income taxes
Net loss

$

47,517
1,891
49,408

$

8,501
2,402
10,903
38,505

$

Nine Months Ended September 30,

2021

29,662
10,804
10,980
1,385
52,831
(14,326)
24
(582)
(14,884)
307
(15,191) $

_______________
(1) Includes stock-based compensation expense as follows (in thousands):
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2022

35,951
2,694
38,645

$

7,388
2,124
9,512
29,133
23,384
9,543
6,492
—
39,419
(10,286)
29
896
(9,361)
275
(9,636) $

2021

135,900
6,922
142,822

$

24,607
7,114
31,721
111,101
93,049
33,774
30,981
1,385
159,189
(48,088)
44
(562)
(48,606)
508
(49,114) $

96,883
8,031
104,914
21,230
6,247
27,477
77,437
62,512
29,128
19,817
—
111,457
(34,020)
103
683
(33,234)
569
(33,803)

Three Months Ended September 30,
2022

Cost of revenue:
Subscription
Professional services
Operating expenses:
Sales and marketing
Research and development
General and administrative
Total stock-based compensation expense

$

211
239
2,920
1,384
2,562
7,316

$

Nine Months Ended September 30,

2021

$

2022

11
78
404
237
2,057
2,787

$

$

2021

553
701
9,057
4,574
7,811
22,696

$

$

30
160
1,079
620
3,030
4,919

$

In September 2021, we granted RSUs to our employees which will vest based upon the satisfaction of both service-based and liquidity event-based vesting conditions. We
recognize stock-based compensation expense associated with these RSUs, using an accelerated attribution method, beginning in November 2021, as the liquidity event-based
vesting condition applicable to these RSUs was satisfied upon the effectiveness of our IPO in November 2021. We recognized stock-based compensation expense of $3.3
million and $11.9 million associated with these RSUs for the three and nine months ended September 30, 2022, respectively.
(2)

Includes amortization of acquired intangible assets as follows (in thousands):
Three Months Ended September 30,
2022

Cost of revenue:
Subscription
Operating expenses:
Sales and marketing
Research and development
General and administrative
Total amortization of acquired intangible assets

Nine Months Ended September 30,

2021

$

21

$

—
43
—
64

2022

$

163

$

47
43
—
253

2021

$

63

$

—
128
—
191

$

492

$

144
130
—
766

The following table sets forth selected condensed consolidated statements of operations data expressed as a percentage of revenue for each of the periods indicated:
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Three Months Ended September 30,
2022

Revenue:
Subscription
Professional services
Total revenue
Cost of revenue:
Subscription
Professional services
Total cost of revenue
Gross profit
Operating expenses:
Sales and marketing
Research and development
General and administrative
Restructuring
Total operating expenses
Loss from operations
Interest income, net
Other income (expense), net
Loss before provision for income taxes
Provision for income taxes
Net loss

Nine Months Ended September 30,

2021

2022

2021

96 %
4
100

93 %
7
100

95 %
5
100

92 %
8
100

17
5
22
78

19
6
25
75

17
5
22
78

20
6
26
74

60
22
22
3
107
(29)
—
(1)
(30)
1
(31)%

60
25
17
—
102
(27)
—
3
(24)
1
(25)%

65
24
22
1
112
(34)
—
—
(34)
—
(34)%

59
28
19
—
106
(32)
—
1
(31)
1
(32)%

Comparison of the Three and Nine Months Ended September 30, 2022 and 2021
Revenue
Three Months Ended September 30,
2022

Nine Months Ended September 30,

2021

$ Change

% Change

2022

2021

$ Change

% Change

(in thousands, except percentages)

Subscription

$

Total revenue

47,517

$

1,891

Professional services
$

49,408

35,951

$

11,566

$

(803)
10,763

2,694
$

38,645

32 % $
(30)%
28 % $

135,900

$

6,922
142,822

96,883

$

39,017

40 %
(14)%

$

(1,109)
37,908

8,031
$

104,914

36 %

Total revenue for the three and nine months ended September 30, 2022 increased by $10.8 million and $37.9 million, or 28% and 36%, respectively, as compared to the
three and nine months ended September 30, 2021 primarily due to the increase in subscription revenue described below.
Subscription revenue for the three and nine months ended September 30, 2022 increased by $11.6 million and $39.0 million, or 32% and 40%, respectively, as compared to
the three and nine months ended September 30, 2021. The increase was primarily due to net growth with existing customers, as reflected in our net revenue dollar-based
retention rate of 107% as of September 30, 2022, and sales to new customers as reflected by the increase in our total customers to 2,580 as of September 30, 2022 compared to
2,170 as of September 30, 2021. The increase in subscription revenue was also impacted by the sales tax adjustments that resulted in a $1.0 million net increase in subscription
revenue for the nine months ended September 30, 2022 primarily due to the favorable resolution of potential sales tax liabilities. Excluding the $1.0 million favorable sales tax
adjustments, subscription revenue would have been $134.9 million for the nine months ended September 30, 2022, up 39% as compared to $96.9 million for the nine months
ended September 30, 2021. See Note 4 to our condensed consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q for further details
regarding the sales tax reversal.
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Professional services revenue for the three and nine months ended September 30, 2022 decreased by $0.8 million and $1.1 million, or 30% and 14%, respectively, as
compared to the three and nine months ended September 30, 2021. The decrease was primarily due to the amount of professional services engagements sold and the timing of
the performance of those services as customers requested to have more services completed in the three and nine months ended September 30, 2021 as compared to the three and
nine months ended September 30, 2022.
Cost of Revenue
Three Months Ended September 30,
2022

Nine Months Ended September 30,

2021

$ Change

% Change

2022

2021

$ Change

% Change

(in thousands, except percentages)

Subscription
Professional services
Cost of revenue

$

Gross Profit
Gross Margin:
Subscription
Professional Services
Total gross margin

$

8,501
2,402
10,903
38,505

$

$

7,388
2,124
9,512
29,133

82 %
(27)%
78 %

$

$

1,113
278
1,391
9,372

15 % $
13 %
15 %
32 % $

24,607
7,114
31,721
111,101

79 %
21 %
75 %

$

$

21,230
6,247
27,477
77,437

82 %
(3)%
78 %

$

$

3,377
867
4,244
33,664

16 %
14 %
15 %
43 %

78 %
22 %
74 %

Cost of revenue for the three and nine months ended September 30, 2022 increased by $1.4 million and $4.2 million, or 15% in each period, as compared to the three and
nine months ended September 30, 2021, respectively, primarily due to the increase in subscription cost of revenue described below.
Subscription cost of revenue for the three and nine months ended September 30, 2022 increased by $1.1 million and $3.4 million, or 15% and 16%, respectively, as
compared to the three and nine months ended September 30, 2021, primarily driven by increased personnel-related costs of $0.9 million and $3.2 million for the three and nine
months ended September 30, 2022, respectively.
Professional services cost of revenue for the three and nine months ended September 30, 2022 increased by $0.3 million and $0.9 million, or 13% and 14%, respectively, as
compared to the three and nine months ended September 30, 2021, primarily driven by increased personnel-related costs.
Operating Expenses
Sales and Marketing
Three Months Ended September 30,
2022

2021

Nine Months Ended September 30,
$ Change

% Change

2022

2021

$ Change

% Change

(in thousands, except percentages)

Sales and marketing
Percentage of revenue

$

29,662
$
60 %

23,384
$
60 %

6,278

27 % $
— %

93,049
$
65 %

62,512
$
59 %

30,537

49 %
6 %

Sales and marketing expenses for the three and nine months ended September 30, 2022 increased by $6.3 million and $30.5 million, or 27% and 49%, respectively, as
compared to the three and nine months ended September 30, 2021. The increase in sales and marketing expenses was primarily attributable to an increase in personnel-related
expenses of $5.5 million and $25.0 million for the three and nine months ended September 30, 2022, respectively, due to increased headcount, from 309 as of September 30,
2021 to 369 as of September 30, 2022, to support the growth in our sales force and customer success organization, and partly due to the recognition of $1.4 million and $4.7
million in stock-based compensation expense for the three and nine months ended September 30, 2022, respectively, using an accelerated attribution method for RSUs granted
prior to our IPO, as the liquidity event-based vesting condition applicable to such RSUs was satisfied upon the effectiveness of our IPO in November 2021. The remaining
increase in sales and marketing expenses for the three and nine months ended September 30, 2022 as compared to the three and nine months ended September 30, 2021 was
mainly attributed to an increase in travel and entertainment expenses of $1.1 million and $2.6 million for the three and nine months ended September 30, 2022, respectively, and
an increase in office expenses of $0.5 million and $1.8 million for the three and nine months ended September 30, 2022, respectively, partially offset by a
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decrease in non-personnel costs in demand generation, branding, and product awareness of $1.1 million for the three months ended September 30, 2022.
Research and Development
Three Months Ended September 30,
2022

2021

Nine Months Ended September 30,
$ Change

% Change

2022

2021

$ Change

% Change

(in thousands, except percentages)

Research and development
Percentage of revenue

$

10,804
$
22 %

9,543
$
25 %

1,261

13 % $
(3) %

33,774
$
24 %

29,128
$
28 %

4,646

16 %
(4) %

Research and development expenses for the three and nine months ended September 30, 2022 increased by $1.3 million and $4.6 million, or 13% and 16%,respectively, as
compared to the three and nine months ended September 30, 2021. The increase in research and development expenses was primarily attributable to an increase of $1.2 million
and $5.4 million in personnel-related expenses for the three and nine months ended September 30, 2022, respectively, due to increased headcount for the development of our
platform, from 166 as of September 30, 2021 to 180 as of September 30, 2022, and partly due to the recognition of $0.4 million and $2.1 million in stock-based compensation
expense for the three and nine months ended September 30, 2022, respectively, using an accelerated attribution method for RSUs granted prior to our IPO, as the liquidity
event-based vesting condition applicable to such RSUs was satisfied upon the effectiveness of our IPO in November 2021. The increase in research and development expense
for the nine months ended September 30, 2022 as compared to the nine months ended September 30, 2021 was also due to an increase in office expenses of $0.7 million,
partially offset by a $1.6 million decrease in professional and outside services used to support our research and maintain our platform and infrastructure.
General and Administrative
Three Months Ended September 30,
2022

2021

Nine Months Ended September 30,
$ Change

% Change

2022

2021

$ Change

% Change

(in thousands, except percentages)

General and administrative
Percentage of revenue

$

10,980
$
22 %

6,492
$
17 %

4,488

69 % $
5 %

30,981
$
22 %

19,817
$
19 %

11,164

56 %
3 %

General and administrative expenses for the three and nine months ended September 30, 2022 increased by $4.5 million and $11.2 million, or 69% and 56%, respectively,
as compared to the three and nine months ended September 30, 2021. The increase in general and administrative expenses was primarily attributable to an increase of
$0.5 million and $4.8 million in stock-based compensation expense for the three and nine months ended September 30, 2022, respectively, substantially due to the recognition
of stock-based compensation expense using an accelerated attribution method for RSUs granted prior to our IPO, as the liquidity event-based vesting condition applicable to
such RSUs was satisfied upon the effectiveness of our IPO in November 2021. The remaining increase in general and administrative expenses for the three and nine months
ended September 30, 2022 as compared to the three and nine months ended September 30, 2021 was mainly due to an increase in office expenses of $1.0 million and $3.2
million for the three and nine months ended September 30, 2022, respectively, and an increase in professional and outside services to support our overall business growth of
$1.2 million and $2.2 million for the three and nine months ended September 30, 2022, respectively. The increase in general and administrative expenses for the three and nine
months ended September 30, 2022 as compared to the three and nine months ended September 30, 2021 was partly due to a decrease of $2.1 million and $1.0 million,
respectively, in reversal of sales and use tax accruals including related penalties and interest, previously recognized as general and administrative expense. See Note 4 to our
condensed consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q for further details regarding the sales tax reversal.
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Restructuring
Three Months Ended September 30,
2022

2021

Nine Months Ended September 30,
$ Change

% Change

2022

2021

$ Change

% Change

(in thousands, except percentages)

Restructuring
Percentage of revenue

$

1,385
$
3%

—
$
—%

1,385

100 % $
3%

1,385
$
1%

—
$
—%

1,385

100 %
1%

Restructuring expenses for the three and nine months ended September 30, 2022 were related to the workforce reduction implemented in July 2022. For additional
information regarding our restructuring activities, see Note 12 to our condensed consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q.
Non-GAAP Financial Measures
In addition to our results determined in accordance with GAAP and calculated billings, a non-GAAP financial measure which is described above, we use the following
non-GAAP financial measures to evaluate our operating performance and for forecasting purposes: non-GAAP gross profit and gross margin, non-GAAP net loss and net loss
margin, and free cash flow. We believe these non-GAAP financial measures may be helpful to investors because they provide consistency and comparability with past financial
performance.
Non-GAAP financial measures have limitations in their usefulness to investors and should not be considered in isolation or as substitutes for financial information
presented under GAAP. Non-GAAP financial measures have no standardized meaning prescribed by GAAP and are not prepared under any comprehensive set of accounting
rules or principles. In addition, other companies, including companies in our industry, may calculate similarly titled non-GAAP financial measures differently or may use other
measures to evaluate their performance, all of which could reduce the usefulness of our non-GAAP financial measures as tools for comparison. As a result, our non-GAAP
financial measures are presented for supplemental informational purposes only. The following tables present certain non-GAAP financial measures for each period presented:
Non-GAAP Gross Profit and Gross Margin
Three Months Ended September 30,
2022

Nine Months Ended September 30,

2021

2022

2021

(dollars in thousands)

GAAP gross profit
GAAP gross margin
Adjustments:
Stock-based compensation expense
Amortization of acquired intangible assets
Non-GAAP gross profit

$

$

Non-GAAP gross margin

38,505
$
78 %

29,133
$
75 %

111,101
$
78 %

77,437
74 %

450
21
38,976

89
163
29,385

1,254
63
112,418

190
492
78,119

79 %

$

76 %

$

79 %

$

74 %

We define non-GAAP gross profit as GAAP gross profit excluding stock-based compensation expense allocated to cost of revenue and amortization of certain acquired
intangible assets allocated to cost of revenue. Non-GAAP gross margin is calculated as non-GAAP gross profit divided by total revenue. We expect our non-GAAP gross
margin may vary from period to period and increase modestly in the long term as we optimize costs with additional scale.
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Non-GAAP Operating Loss and Operating Loss Margin
Three Months Ended September 30,
2022

Nine Months Ended September 30,

2021

2022

2021

(dollars in thousands)

GAAP operating loss
GAAP operating loss margin
Adjustments:
Stock-based compensation expense
Amortization of acquired intangible assets
Reversal of sales and use tax accruals, penalties and interest
Restructuring

$

Non-GAAP operating loss
Non-GAAP operating loss margin

$

(14,326)
$
(29)%
7,316
64
—
1,385
(5,561)

(10,286)
$
(27)%
2,787
253
(2,122)
—
(9,368)

$

(11)%

$

(48,088)
$
(34)%

(34,020)
(32)%

22,696
191
(1,157)
1,385
(24,973)

4,919
766
(2,122)
—
(30,457)

(24)%

$

(17)%

(29)%

We define non-GAAP operating loss as operating loss excluding stock-based compensation expense, amortization of certain acquired intangible assets, reductions to
general and administrative expenses relating to reversals of sales and use tax accruals and related penalties and interest (as described in Note 4 to the condensed consolidated
financial statements included elsewhere in this Quarterly Report on Form 10-Q), and restructuring expenses. We use non-GAAP operating loss as a key performance measure
because we believe it facilitates operating performance comparisons from period to period by excluding potential differences primarily caused by the impact of stock-based
compensation expense, amortization of acquired intangible assets, reversals of prior sales and use tax accruals and related penalties and interest, and restructuring expenses.
Non-GAAP operating loss margin is calculated as non-GAAP operating loss divided by total revenue. We use non-GAAP operating loss and non-GAAP operating loss margin in
conjunction with traditional GAAP measures to evaluate our financial performance. We plan to continue to invest in growth and expansion, which could impact our non-GAAP
operating loss and non-GAAP operating loss margin.
Free Cash Flow
Three Months Ended September 30,
2022

Nine Months Ended September 30,

2021

2022

2021

(dollars in thousands)

Net cash used in operating activities
Add: Purchases of property and equipment

$

Free cash flow
Free cash flow margin

$

(487)
(18)
(505)
(1)%

$
$

(7,159)
(984)
(8,143)
(21)%

$
$

(17,268)
(713)
(17,981)
(13)%

$
$

(26,005)
(1,955)
(27,960)
(27)%

We define free cash flow as net cash used in operating activities plus cash used for purchases of property and equipment and capitalized internal-used software. We believe
that free cash flow is a useful indicator of liquidity that provides information to management and investors, even if negative, about the amount of cash used in our operations
other than that used for investments in property and equipment. We expect to continue to invest in additional headcount as we invest in expanding our operations, which may
negatively affect our free cash flow.
Liquidity and Capital Resources
As of September 30, 2022 and December 31, 2021, our principal sources of liquidity were cash and cash equivalents of $164.6 million and $178.4 million, respectively,
which were held for working capital purposes. Our cash and cash equivalents primarily consist of cash deposited in money market or holding accounts with financial
institutions.
Since our inception, we have financed our operations primarily through proceeds received from sales of equity securities and payments from our customers. In November
2021, we completed our IPO in which we issued and sold 10,000,000 shares of our common stock at a public offering price of $14.00 per share, resulting in net proceeds of
$124.1 million after deducting underwriting discounts and commissions of $9.8 million and offering costs of $6.1 million.
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Additionally, as of September 30, 2022, we had a revolving line of credit to obtain up to $5.5 million in debt financing. As of September 30, 2022 and December 31, 2021, we
had no outstanding borrowings under our revolving line of credit. Our principal uses of cash in recent periods have been to fund our operations, invest in research and
development, and to purchase investments.
In the short term, we believe that our ability to generate cash and our existing cash and cash equivalents will be sufficient for at least the next 12 months to meet our
requirements and plans for cash, including supporting working capital and capital expenditure requirements. In the long term, our ability to support our working capital and
capital expenditure requirements will depend on many factors including our revenue growth rate, subscription renewal activity, billing frequency, the timing and extent of
spending to support further sales and marketing and research and development efforts, expenses associated with our international expansion, including the timing and extent of
additional capital expenditures to invest in existing and new office spaces, any arrangements to acquire or invest in complementary businesses, products, services and
technologies, and our ability to obtain equity or debt financing.
There were no material changes outside of the ordinary course of business in our commitments and contractual obligations for the three and nine months ended
September 30, 2022 from the commitments and contractual obligations disclosed in the section titled “Management's Discussion and Analysis of Financial Condition and
Results of Operations,” set forth in our Annual Report on Form 10-K for the year ended December 31, 2021, which was filed with the SEC on March 4, 2022.
We anticipate satisfying our short-term cash requirements with our existing cash and cash equivalents, and may satisfy our long-term cash requirements with our existing
cash and cash equivalents, cash received from customers or with proceeds from future equity or debt financings. The sale of additional equity would result in additional dilution
to our stockholders. The occurrence of debt financing would result in debt service obligations and the instruments governing such debt could provide for operating and financing
covenants that would restrict our operations. In the event that additional financing is needed from outside sources, we may not be able to raise the necessary capital or raise
capital on terms favorable to us or at all. If we are unable to raise additional capital when desired, our business, results of operations, and financial condition could be materially
and adversely affected.
We did not have during the periods presented, and we do not currently have, any commitments or obligations, including contingent obligations, arising from arrangements
with unconsolidated entities or persons that have or are reasonably likely to have a material current or future effect on our financial condition, changes in financial condition,
revenues or expenses, results of operations, liquidity, cash requirements or capital resources.
The following table summarizes our cash flows for the periods presented:
Nine Months Ended September 30,
2022

2021
(in thousands)

$

Net cash used in operating activities
Net cash used in investing activities
Net cash provided by (used in) financing activities

(17,268) $
(713)
4,169

(26,005)
(2,105)
(3,969)

Operating Activities
Net cash used in operating activities of $17.3 million for the nine months ended September 30, 2022 was primarily due to net loss of $49.1 million, partially offset by
noncash charges for stock-based compensation of $22.7 million, amortization of deferred contract acquisition costs of $6.9 million, depreciation and amortization of $1.1
million, and provision for allowance for doubtful accounts of $0.7 million. Changes in operating assets and liabilities increased cash flows from operations by $0.4 million
primarily due to a decrease in accounts receivable of $13.2 million, and an increase in contract liabilities of $5.9 million, partially offset by a decrease in accounts payable and
accrued liabilities of $9.3 million, an increase in deferred contract acquisition costs of $6.7 million, and an increase in prepaid expenses and other assets of $2.7 million.
Net cash used in operating activities of $26.0 million for the nine months ended September 30, 2021 was primarily due to net loss of $33.8 million, partially offset by
noncash charges for stock-based compensation of $4.9 million, amortization of deferred contract acquisition costs of $4.8 million, depreciation and amortization of $1.2 million,
and provision for
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allowance for doubtful accounts of $0.2 million. Changes in operating assets and liabilities decreased cash flows from operations by $3.2 million primarily due to an increase in
deferred contract acquisition costs of $9.0 million, an increase in accounts receivable of $7.3 million due to increases in subscriptions, an increase in prepaid expenses and other
current assets of $2.9 million, and a decrease in accounts payable and accrued liabilities of $1.4 million, partially offset by an increase in contract liabilities of $16.8 million
from increases in subscriptions, and an increase in other liabilities of $0.6 million.
Investing Activities
Net cash used in investing activities of $0.7 million for the nine months ended September 30, 2022 was related to capital expenditures of $0.7 million to support ongoing
operations.
Net cash used in investing activities of $2.1 million for the nine months ended September 30, 2021 was related to capital expenditures of $2.0 million to support ongoing
operations and an acquisition of acquired intangible assets for $0.2 million.
Financing Activities
Net cash provided by financing activities of $4.2 million for the nine months ended September 30, 2022 was primarily related to the proceeds received from the exercise of
stock options of $2.2 million and shares issued and purchased under the 2021 Employee Stock Purchase Plan (2021 ESPP) of $2.0 million, partially offset by the payment of
offering costs related to the IPO of $0.1 million.
Net cash used in financing activities of $4.0 million for the nine months ended September 30, 2021 was primarily related to the payment of offering costs related to the IPO
of $4.0 million and payment of deferred purchase consideration of $1.8 million, partially offset by the proceeds received from the exercise of stock options of $1.8 million.
Debt Obligations
In June 2021, we entered into a Fifth Loan and Security Modification Agreement with Western Alliance, which provides us the ability to borrow up to $5.5 million,
maturing on June 18, 2024 and which accrues interest at a per annum rate equal to the greater of 3.25% and the prime rate as reported in The Wall Street Journal or such other
rate of interest publicly announced from time to time by Western Alliance as its prime rate (6.25% at September 30, 2022 and 3.25% at December 31, 2021). Pursuant to this
agreement, we are required to maintain at all times unrestricted cash with Western Alliance in an amount equal to at least $5.5 million.
As of September 30, 2022 and December 31, 2021, we had no outstanding borrowings pursuant to the above credit facility and were in compliance with the above
agreement with Western Alliance.
Critical Accounting Policies and Estimates
Critical accounting policies and estimates are those accounting policies and estimates that are both the most important to the portrayal of our net assets and results of
operations and require the most difficult, subjective, or complex judgments, often as a result of the need to make estimates about the effect of matters that are inherently
uncertain. These estimates are developed based on historical experience and various other assumptions that we believe to be reasonable under the circumstances. Critical
accounting estimates are accounting estimates where the nature of the estimates are material due to the levels of subjectivity and judgment necessary to account for highly
uncertain matters or the susceptibility of such matters to change and the impact of the estimates on financial condition or operating performance is material.
The critical accounting estimates, assumptions, and judgments that we believe have the most significant impact on our consolidated financial statements are described
below.
Revenue Recognition
We account for revenue in accordance with Accounting Standards Codification (ASC) Topic 606, Revenue From Contracts With Customers (ASC 606).
We derive our revenues from two sources: (1) subscription fees from customers accessing our platform, and from customers paying for additional support; and (2)
professional services and training. Revenue is recognized when promised
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goods or services are transferred to the customer in an amount that reflects the consideration to which we expect to be entitled in exchange for those goods or services, net of any
taxes collected from customers (e.g., sales and other indirect taxes), which are subsequently remitted to government authorities.
We determine revenue recognition through the following steps:
•

Identification of the contract, or contracts, with a customer;

•

Identification of the performance obligations in the contract;

•

Determination of the transaction price;

•

Allocation of the transaction price to the performance obligations in the contract; and

•

Recognition of revenue when, or as, we satisfy a performance obligation.

Subscription Revenue
Subscription revenue primarily consists of subscription fees from customer agreements to access our platform, as well as additional support services. Our customers do not
have the ability to take possession of our software. We recognize revenue for subscription fees and additional support services on a straight-line basis over the term of the
contract beginning on the date access to our platform is granted, as the underlying service is a stand-ready performance obligation. Customers may also purchase incremental
capacity to our platform, which is an additional stand-ready performance obligation satisfied and recognized as revenue over the remaining term of the applicable subscription.
We view our performance obligation as a series of distinct services as the underlying subscription service is made available to the customer on a continuous basis over the
contracted period of time, and that are substantially the same and have the same pattern of transfer to the customer, in accordance with ASC 606-10-25-14(b). We have
concluded that each distinct service is satisfied over time in accordance with ASC 606-10-25-27(a), specifically, given that the nature of our promise is not the actual delivery of
a specified quantity of service but is rather providing a single service over a period of time. Customers who consume their committed usage will be invoiced for overages on a
quarterly basis. We recognize the overage fees as variable consideration.
We typically invoice our customers annually. Payment terms generally require that customers pay within 30 days of invoice. Amounts that have been invoiced are recorded
in accounts receivable and in deferred revenue. We apply the practical expedient in Topic 606 paragraph 10-32-18 and do not adjust the promised amount of consideration for
the effects of a significant financing component for contracts that are one year or less, and none of our multi-year contracts contain a significant financing component.
Professional Services Revenue
Professional services revenue consists of professional services, such as delivering research studies, training services, and strategy workshops. We recognize revenue from
service engagements that occur over a period of time on a proportional performance basis as labor hours are incurred.
Significant Judgments – Contracts with Multiple Performance Obligations
We regularly enter into contracts with customers that include promises to transfer multiple services. For arrangements with multiple services, we evaluate whether the
individual services qualify as distinct performance obligations. In our assessment of whether a service is a distinct performance obligation, we determine whether the customer
can benefit from the service on its own or with other readily available resources and whether the service is separately identifiable from other services in the contract. This
evaluation requires us to assess the nature of each individual service offering and how the services are provided in the context of the contract, including whether the services are
significantly integrated, highly interrelated, or significantly modify each other, which may require judgment based on the facts and circumstances of the contract.
Contracts that contain multiple performance obligations that are considered distinct require an allocation of the transaction price to each performance obligation based on
each performance obligation’s relative standalone selling price (SSP). The SSP is the price at which we would sell a promised good or service separately to a customer. In
instances where we do not sell a product or service separately, establishing SSP requires significant judgment. We estimate the SSP by
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considering available information, prioritizing observable inputs such as historical sales, internally approved pricing guidelines and objectives, and the underlying cost of
delivering the performance obligation.
Contract Balances
We receive payments from customers based on a billing schedule as established in our customer contracts. Accounts receivable are recorded when we contractually have
the right to consideration.
Contract liabilities consist of deferred revenue and customer deposits. Deferred revenue represents billings under noncancellable contracts that have been invoiced in
advance of revenue recognition and the balance is recognized as revenue when transfer of control to customers has occurred or services have been provided. Customer deposits
consist of billings for anticipated revenue generating activities in advance of the start of the contractual term or for the portion of a contract term that is subject to cancellation
and refund. Revenue is deferred when we have the right to invoice in advance of performance under a customer contract. The current portion of deferred revenue and customer
deposits are recognized during the following 12-month period, provided the customers with cancellable contracts do not invoke their termination rights. As of September 30,
2022 and December 31, 2021, our contract liabilities were $96.8 million and $91.0 million, respectively. The amount of revenue recognized during the nine months ended
September 30, 2022 and 2021 that was included in contract liabilities at the beginning of each period was $83.6 million and $57.5 million, respectively.
Remaining Performance Obligations
The terms of our subscription agreements are primarily annual and, to a lesser extent, multi-year. Our subscription agreements are generally noncancellable. Revenue
allocated to remaining performance obligation represents noncancellable contracted revenue that has not yet been recognized and includes deferred revenue and unbilled
amounts that will be recognized as revenue in future periods. Unbilled portions of the remaining performance obligation denominated in foreign currencies are revalued each
period based on the period-end exchange rates. Cancellable remaining performance obligations, which includes customer deposits, are not included in our remaining
performance obligation disclosure. Unbilled portions of the remaining performance obligation are subject to future economic risks including bankruptcies, regulatory changes,
and other market factors. As of September 30, 2022, the aggregate amount of the transaction price allocated to remaining performance obligations was $119.8 million. As of
September 30, 2022, we expect to recognize the significant majority of our remaining performance obligations as revenue over the subsequent twelve months, and the remainder
over 24 months. The remaining performance obligations exclude customer deposits and unbilled amounts of cancellable contracted revenue of $5.9 million as of September 30,
2022.
Costs Capitalized to Obtain Revenue Contracts
We capitalize sales commissions and associated payroll taxes paid to internal sales personnel that are incremental costs resulting from obtaining a non-cancelable contract
with a customer.
Sales commissions paid upon the initial acquisition of a customer contract are amortized on a straight-line basis over an estimated period of benefit of four years, which is
typically greater than the contractual terms of the customer contract but reflects the estimated period of benefit. We estimate the period of benefit by taking into consideration
the estimated customer life, and the technological life of our platform and related significant features. We have elected the practical expedient to expense renewal commissions
in the period of booking if the period of amortization is one year or less, and we recognize renewal commissions over the contract term for renewal contracts greater than one
year. Sales commissions on renewal contracts are not considered commensurate with sales commissions on new revenue contracts. Amortization of capitalized contract
acquisition costs is included in sales and marketing expense in the consolidated statements of operations.
We periodically review these costs capitalized to obtain revenue contracts to determine whether events or changes in circumstances have occurred that could impact the
recoverability of the asset. There were no impairment losses recorded during the three and nine months ended September 30, 2022 and 2021.
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Business Combination and Valuation of Goodwill and Other Acquired Intangible Assets
Upon acquiring a business, we measure acquired identifiable tangible and intangible assets, liabilities, and contingent liabilities at their fair values at the date of the
acquisition. Goodwill is initially measured at the excess of the aggregate of the consideration transferred over the fair value of the identifiable assets acquired and liabilities
assumed at the acquisition date.
The estimation of fair value requires significant judgment and the use of assumptions by management, including estimating future cash flows, selecting discount rates, and
selecting valuation methodologies. While we believe the assumptions and estimates we have made have been appropriate, they are inherently uncertain and subject to
refinement. During the measurement period, which may be up to one year from the acquisition date, we may record adjustments to the fair value of these tangible and intangible
assets acquired and liabilities assumed, with the corresponding offset to goodwill. In addition, uncertain tax positions and tax-related valuation allowances are initially
established in connection with the business combination as of the acquisition date. Upon the conclusion of the measurement period or final determination of the fair value of
assets acquired or liabilities assumed, whichever comes first, any subsequent adjustments are recorded in the consolidated statements of operations.
Stock-Based Compensation
We recognize stock-based compensation expense for all stock-based awards, including stock options, restricted stock awards (RSAs), and restricted stock units (RSUs)
granted to employees, directors, and non-employees, and stock purchase rights granted under our 2021 ESPP to employees, using the fair value recognition and measurement
provisions, in accordance with applicable accounting standards, which requires compensation expense for the grant-date fair value of stock-based awards to be recognized over
the requisite service period. We account for forfeitures when they occur. We estimate the fair values of each stock option and stock purchase right under the 2021 ESPP on the
date of grant using the Black-Scholes option pricing model utilizing the assumptions noted below. The expected term of the stock options is based on the average period the
stock options are expected to remain outstanding, calculated as the midpoint of the vesting term and the contractual expiration period, as we did not have sufficient historical
information to develop reasonable expectations about future exercise patterns and post-vesting employment termination behavior. The expected term for a stock purchase right
under the 2021 ESPP is the applicable purchase periods within an offering period. The expected stock price volatility for our stock was determined by examining the historical
volatilities of our industry peers as we did not have a relevant trading history of our common stock.
The risk-free interest rate was calculated using the average of the published interest rates of U.S. Treasury zero-coupon issues with maturities that approximate the expected
term. The dividend yield assumption is zero as we have no history of, nor plans of, dividend payments.
The assumptions used under the Black-Scholes option pricing model to calculate the estimated fair value of stock options granted to employees are as follows:
Three Months Ended September 30,

Nine Months Ended September 30,

2022

2021

2022

2021

Fair value of common stock

*

$ 10.97 — $ 17.04

*

$ 3.88 — $ 17.04

Risk-free interest rate

*

0.94% — 1.00%

*

0.95% — 1.05%

Expected term (years)

*

5.84 — 6.08

*

5.73 — 6.08

Expected volatility

*

55.24% — 56.82%

*

54.04% — 56.82%

Expected dividend yield

*

None

*

None

____________
* No stock options were granted during the periods presented.
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The following table summarizes the assumptions used to calculate the estimated fair value of stock purchase rights granted under the 2021 ESPP using the Black-ScholesMerton option pricing model:
Three Months Ended September 30,

Nine Months Ended September 30,

2022

2021

2022

2021

Fair value of common stock

*

*

$ 4.52

*

Risk-free interest rate

*

*

1.54% — 2.66%

*

Expected term (years)

*

*

0.49 — 1.99

*

Expected volatility

*

*

53.74% — 60.64%

*

Expected dividend yield

*

*

None

*

____________
* No stock purchase rights were granted under the 2021 ESPP during the periods presented.

We estimate the fair values of each RSA and RSU based on the fair value of our common stock on the date of grant.
In September 2021, we granted RSUs which vest based upon the satisfaction of both a service-based condition and a liquidity event-based condition. The service-based
vesting condition for these awards is generally satisfied over four years. The liquidity event-based vesting condition is satisfied upon the occurrence of a qualifying event,
which is generally defined as an underwritten initial public offering or a change in control transaction. The fair value of these RSUs is measured based on the fair value of our
common stock on the grant date and the related stock-based compensation expense is recognized using an accelerated attribution method from the time it is deemed probable
that the liquidity event-based vesting condition will be met through the time the service-based vesting condition has been achieved. We began recognizing stock-based
compensation expense for these RSUs in November 2021 when the liquidity event-based vesting condition applicable to these RSUs was satisfied upon the effectiveness of our
IPO. As a result of recognizing stock-based compensation expense for these RSUs using the accelerated attribution method, our stock-based compensation expense in 2022 is
expected to be higher as compared to 2021.
Prior to our IPO, the estimated fair value of our common stock underlying the awards was determined by our board of directors with input from management and thirdparty valuation specialists. The board of directors determined the fair value of our common stock by considering a number of objective and subjective factors including: the
valuation of comparable companies, our operating and financial performance, the lack of liquidity of our common stock, transactions in our common stock, and general and
industry specific economic outlook, amongst other factors. Following our IPO, we use the quoted closing market price of our common stock as reported on The New York
Stock Exchange for the fair value of RSUs, RSAs, stock options and purchase rights under our 2021 ESPP.
We will continue to use judgment in evaluating the assumptions related to our stock-based compensation on a prospective basis. As we continue to accumulate additional
data related to our common stock, we may refine our estimation process, which could materially impact our future stock-based compensation expense.
JOBS Act Accounting Election
We are an emerging growth company, as defined in the JOBS Act. Under the JOBS Act, emerging growth companies can delay adopting new or revised accounting
standards until such time as those standards apply to private companies. We intend to avail ourselves of this exemption from new or revised accounting standards. Accordingly,
we will not be subject to the same new or revised accounting standards as other public companies that are not emerging growth companies or that have opted out of using such
extended transition period.
Recent Accounting Pronouncements
See Note 1, Summary of Business and Significant Accounting Policies, to our condensed consolidated financial statements included elsewhere in this Quarterly Report on
Form 10-Q for more information.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
We are exposed to market risk in the ordinary course of our business. Market risk represents the risk of loss that may impact our financial position due to adverse changes
in financial market prices and rates. Our market risk exposure is primarily the result of fluctuations in interest rates and foreign currency exchange rates.
Interest Rate Risk
We had cash and cash equivalents of $164.6 million as of September 30, 2022. Cash and cash equivalents primarily consist of cash deposited in money market or holding
accounts with financial institutions that have an original maturity of three months or less. Cash and cash equivalents are held for working capital purposes. Such interest-earning
instruments carry a degree of interest rate risk. The primary objective of our investment activities is to preserve principal while maximizing income without significantly
increasing risk. We do not enter into investments for trading or speculative purposes and have not used any derivative financial instruments to manage our interest rate risk
exposure. Due to the short-term nature of our investments, we have not been exposed to, nor do we anticipate being exposed to, material risks due to changes in interest rates. A
hypothetical 10% change in interest rates during any of the periods presented would not have had a material impact on our historical consolidated financial statements.
We did not have any outstanding debt under our credit facility as of September 30, 2022. The revolving line of credit accrues interest on the daily outstanding balance at a
per annum rate equal to the greater of 3.25% and the prime rate as reported in The Wall Street Journal or such other rate of interest publicly announced from time to time by
Western Alliance as its prime rate (6.25% at September 30, 2022) and will mature on June 18, 2024.
Foreign Currency and Exchange Risk
We are not currently subject to significant foreign currency exchange risk as our U.S. and international sales are predominantly denominated in U.S. dollars as the
functional currency of our foreign subsidiaries is the U.S. dollar. Monetary assets and liabilities are remeasured using foreign currency exchange rates at the end of the period,
and non-monetary assets are remeasured based on historical exchange rates. Gains and losses due to foreign currency are the result of either the remeasurement of subsidiary
balances or transactions denominated in currencies other than the foreign subsidiaries’ functional currency and are included in other income (expense), net in our statement of
operations. Our results of current and future operations are, therefore, subject to fluctuations due to changes in foreign currency exchange rates. The effect of a hypothetical 10%
change in foreign currency exchange rates applicable to our business would not have had a material impact on our historical condensed consolidated financial statements for the
three and nine months ended September 30, 2022 and 2021. As the impact of foreign currency exchange rates has not been material to our historical operating results, we have
not entered into derivative or hedging transactions, but we may do so in the future if our exposure to foreign currency becomes more significant.
Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our disclosure controls and
procedures as of the end of the period covered by this Quarterly Report on Form 10-Q. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d15(e) under the Securities Exchange Act of 1934, as amended (the Exchange Act), means controls and other procedures of a company that are designed to ensure that
information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized, and reported within the
time periods specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information
required to be disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the company’s management, including
its principal executive and principal financial officers, or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure. In
designing and evaluating our disclosure controls and procedures, our management recognizes that disclosure controls and procedures, no matter how well conceived and
operated, can provide only reasonable assurance that the objectives of the disclosure controls and procedures are met. Based on such evaluation, our Chief Executive Officer
and Chief Financial Officer concluded that, as of the end of the period covered by this Quarterly Report on Form 10-Q, our disclosure controls and procedures were effective at
the reasonable assurance level.
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Changes in Internal Control over Financial Reporting
There were no changes in our internal control over financial reporting identified in connection with the evaluation required by Rule 13a-15(d) and 15d-15(d) of the
Exchange Act that occurred during the period covered by this Quarterly Report on Form 10-Q that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.
Inherent Limitations on Effectiveness of Controls
Our management, including our Chief Executive Officer and Chief Financial Officer, believes that our disclosure controls and procedures and internal control over
financial reporting are designed to provide reasonable assurance of achieving their objectives and are effective at the reasonable assurance level. However, management does
not expect that our disclosure controls and procedures or our internal control over financial reporting will prevent or detect all errors and all fraud. A control system, no matter
how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met. Because of the inherent limitations in
all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within the company have been detected. The
design of any system of controls also is based in part upon certain assumptions about the likelihood of future events, and there can be no assurance that any design will succeed
in achieving its stated goals under all potential future conditions. Over time, controls may become inadequate because of changes in conditions, or the degree of compliance
with the policies or procedures may deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and not be
detected.
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Part II
Item 1. Legal Proceedings
We are not a party to any material pending legal proceedings. From time to time, we may be subject to legal proceedings and claims arising in the ordinary course of
business.
Item 1A. Risk Factors
Our operations and financial results are subject to various risks and uncertainties, including but not limited to those described below, which could harm our business,
financial condition, operating results and reputation, and affect the trading price of our common stock. The risks and uncertainties described below are not the only ones we
face. Additional risks and uncertainties that we are unaware of or that we deem immaterial may also become important factors that adversely affect our business.
Summary of Risk Factors
Some of the more material risks that we face include:
•

The announcement and pendency of our agreement to be acquired by Thoma Bravo could have an adverse effect on our business.

•

The failure to complete the merger with Thoma Bravo could adversely affect our business.

•

We have a history of losses, anticipate increasing our operating expenses in the future, and may not achieve or sustain profitability. If we cannot achieve and sustain
profitability, our business, operating results, and financial condition will be adversely affected.

•

The market in which we participate is new and rapidly evolving, fragmented, and highly competitive, and if we do not compete effectively, our business, operating
results, and financial condition could be adversely impacted.

•

If we are unable to attract new customers and renew and expand sales to existing customers, our revenue growth could be slower than we expect, and our business,
operating results, and financial condition would be adversely affected.

•

If we are not able to effectively introduce enhancements to our platform, including new products, services, features, and functionality, that achieve market acceptance, or
keep pace with technological developments, our business, operating results, and financial condition could be adversely affected.

•

Our operating results may fluctuate from quarter to quarter, which makes our future results difficult to predict.

•

Because we recognize revenue from our subscriptions over the subscription term, downturns or upturns in new sales and renewals may not be immediately reflected in
our operating results and may be difficult to discern.

•

If our or our third-party service providers’ security measures are breached, if unauthorized access to customer or contributor data, our data, or our platform is otherwise
obtained, or if our platform is perceived as not being secure, customers may reduce the use of or stop using our platform, and we may incur significant liabilities.

•

We have a limited operating history which makes it difficult to evaluate our business and prospects and increases the risks associated with your investment.

•

Unfavorable conditions in our industry or the economy more generally or reductions in information technology spending could limit our ability to grow our business and
adversely affect our business, operating results, and financial condition.

•

We have experienced rapid growth and expect to invest in our growth for the foreseeable future. If we fail to manage our growth effectively, then our business, operating
results, and financial condition would be adversely affected.
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•

Our subscription or pricing models may not accurately reflect the optimal pricing necessary to attract new customers and retain existing customers as the market
matures.

•

Any disruption of services of Amazon Web Services, our data hosting service, could interrupt or delay our ability to deliver our services to our customers.

•

We process, store, and use personal information and other data, which subjects us to governmental regulation and other legal obligations related to privacy, and violation
of these privacy obligations could result in a claim for damages, regulatory action, loss of business, or unfavorable publicity.

Risks Related to Our Business and Industry
The announcement and pendency of our agreement to be acquired by Thoma Bravo could have an adverse effect on our business.
On October 26, 2022, we entered into a definitive agreement to be acquired by Thoma Bravo and Sunstone Partners for $7.50 per share, in an all-cash transaction.
Uncertainty about the effect of the proposed merger on our employees, customers, contributors and partners may have an adverse effect on our business and operations that may
be material to our company. Our employees may experience uncertainty about their roles following the merger. Moreover, there can be no assurance we will be able to attract
and retain key talent, including senior leaders, to the same extent that we have previously been able to attract and retain employees. Any loss or distraction of such employees
could have a material adverse effect on our business and operations. In addition, we have diverted, and will continue to divert, significant management attention and resources
towards the completion of the merger, which could materially adversely affect our business, operating results, and financial condition.
Our customers and contributors may experience uncertainty associated with the merger, including with respect to concerns about possible changes to our platform, products
and services or policies. Similarly, our partners may experience uncertainty associated with the merger, including with respect to current or future business relationships with us.
Uncertainty may cause customers to refrain from purchasing our products and services, and partners may seek to change existing business relationships, which could result in an
adverse effect on our business, operating results, and financial condition in a way that may be material to our company.
Pursuant to the terms of the merger agreement, we are subject to certain restrictions on the conduct of our business, including the ability in certain cases to enter into
contracts, acquire or dispose of assets, incur indebtedness or incur capital expenditures, until the merger becomes effective or the merger agreement is terminated. These
restrictions may prevent us from taking actions with respect to our business that we may consider advantageous and result in our inability to respond effectively to competitive
pressures and industry developments, and may otherwise harm our business, operating results, and financial condition.
The failure to complete the merger with Thoma Bravo could adversely affect our business.
Completion of the merger with Thoma Bravo is subject to conditions beyond our control that may prevent, delay or otherwise adversely affect its completion in a material
way, including the expiration or termination of applicable waiting periods under antitrust and competition laws and similar competition approvals or consents that must be
obtained from regulatory entities. If the merger or a similar transaction is not completed, the share price of our common stock may drop to the extent that the current market
price of our common stock reflects an assumption that a transaction will be completed. In addition, if the merger agreement is terminated under certain circumstances, including
by us in order to enter into a superior proposal or by Thoma Bravo because our board of directors withdraws its recommendation in favor of the merger, we will be required to
pay Thoma Bravo a termination fee of up to $33.9 million. Further, a failure to complete the merger may result in negative publicity and a negative impression of us in the
investment community. Any disruption to our business resulting from the announcement and pendency of the merger and from intensifying competition from our competitors,
including any adverse changes in our relationships with our customers, contributors and partners, could continue or accelerate in the event of a failure to complete the merger.
There can be no assurance that our business, these relationships or our financial condition will not be adversely affected, as compared to the condition prior to the
announcement of the merger, if the merger is not consummated.
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We have a history of losses, anticipate increasing our operating expenses in the future, and may not achieve or sustain profitability. If we cannot achieve and sustain
profitability, our business, operating results, and financial condition will be adversely affected.
We have incurred net losses in each fiscal year since inception, we expect to incur net losses for the foreseeable future, and we may not achieve or sustain profitability in the
future. We incurred net losses of $49.1 million and $33.8 million for the nine months ended September 30, 2022 and 2021, respectively. As of September 30, 2022 and
December 31, 2021, we had an accumulated deficit of $252.3 million and $203.2 million, respectively. We expect to make significant future expenditures related to the
development and expansion of our business, including acquiring new customers, expanding relationships with existing customers across core and new departments, expanding
our global footprint, innovating and expanding our platform, growing our sales and marketing investments, expanding our operations and infrastructure both domestically and
internationally, attracting and retaining our community of contributors, and in connection with legal, tax, accounting, and other administrative and compliance expenses related
to operating as a public company. These efforts may prove more expensive than we currently anticipate, and we may not succeed in increasing our revenue sufficiently, or at all,
to offset these higher expenses. While our revenue has grown in recent years, if our revenue declines or fails to grow at a rate faster than these increases in our operating
expenses, we may not be able to achieve or sustain profitability in future periods. As a result, we may continue to generate losses. We cannot assure you that we will achieve
profitability in the future or that, if we do become profitable, we will be able to sustain profitability in any given period, or at all.
The market in which we participate is new and rapidly evolving, fragmented, and highly competitive, and if we do not compete effectively, our business, operating results,
and financial condition could be adversely impacted.
The market for customer experience software solutions is new and rapidly evolving, fragmented, and highly competitive. Our competitors vary in size and in the breadth
and scope of the products and services they offer. Our primary competition are manual internal processes that companies use to get customer feedback, which frequently
involve using a variety of different tools. Certain features of our platform compete with existing products and services within the overall customer experience market. Providers
of those products and services fall within the following categories: online sentiment and survey companies; product analytics companies; marketing analytics companies; point
solution vendors offering usability research tools; research services firms; and panel aggregators. Further, because our market is new and rapidly developing, it is possible that
new entrants, especially those with substantial resources, more efficient operating models, more rapid technology and content development cycles or lower marketing costs,
could introduce new products and services that disrupt our market and better address the needs of our customers and potential customers. While we have reasons to believe we
compete favorably against these competitors, some of our existing competitors and potential future competitors are larger and have greater brand-name recognition, longer
operating histories, larger marketing budgets, established marketing relationships, access to larger customer bases, and significantly greater resources for the development of
their offerings and solutions. Our competitors may be able to respond more quickly and effectively than we can to new or changing opportunities, technologies, or enterprise
requirements. Moreover, we expect that an increasing focus on customer satisfaction and the growth of various communications channels and new technologies will have a
significant impact on the customer experience software solutions market and will likely result in the emergence of new competitors. Pricing pressures and increased competition
generally could result in reduced revenue, reduced margins, losses, or the failure of our platform to achieve or maintain more widespread market acceptance, any of which could
adversely impact our business, operating results, and financial condition.
Many of our current and potential competitors benefit from competitive advantages over us, including:
•

greater name and brand recognition;

•

longer operating histories;

•

deeper product development expertise;

•

greater market penetration;

•

larger and more established customer bases and relationships;

•

larger sales forces and more established distribution channels;

•

larger marketing budgets; and
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•

access to significantly greater financial, human, technical, and other resources.

Some of our current or potential competitors may be able to offer products or services or functionality similar to ours at a more attractive price than we can, including by
integrating or bundling such products and services with their other offerings. Acquisitions, partnerships, and consolidation in our industry may provide our competitors even
more resources or may increase the likelihood of our competitors offering bundled or integrated products and services that we may not be able to effectively compete against.
Furthermore, we are also subject to the risk of future disruptive technologies. If new technologies emerge that are able to collect and process experience tests, or competitors are
otherwise able to develop customer experience offerings at lower prices, more efficiently, more conveniently or with greater functionality and features than ours, our ability to
compete may be adversely impacted. If we are not able to compete successfully against our current and future competitors, our business, operating results, and financial
condition would be adversely affected.
If we are unable to attract new customers and renew and expand sales to existing customers, our revenue growth could be slower than we expect, and our business,
operating results, and financial condition would be adversely affected.
Our ability to achieve significant growth in revenue in the future will depend, in large part, upon our ability to attract new customers. We may not be able to attract new
organizations to our platform for a variety of reasons, including as a result of their use of traditional approaches to improving customer experience, their budgets, or the pricing
and features of our platform compared to competitive products and services. If we fail to attract new customers and fail to maintain and expand new customer relationships, our
revenue may grow more slowly than we expect and our business, operating results, and financial condition would be adversely affected.
Our future revenue growth also depends upon expanding revenue from existing customers. If our existing customers do not renew their subscriptions, our revenue may
grow slower than expected, may not grow at all, or may decline.
During the nine months ended September 30, 2022 and 2021, sales and marketing expenses represented approximately 65% and 59% of our total revenue, respectively. We
plan to continue expanding our sales efforts, both domestically and internationally, but we may be unable to hire qualified sales personnel, may be unable to successfully train
those sales personnel that we are able to hire, and sales personnel may not become fully productive on the timelines that we have projected or at all. Additionally, although we
dedicate significant resources to sales and marketing programs, these sales and marketing programs may not have the desired effect and may not expand sales. We cannot assure
you that our efforts would result in attracting new customers, increased sales to existing customers, and additional revenue. If our efforts to attract new customers or expand
within existing customers are not successful, our business, operating results, and financial condition would be adversely affected.
The vast majority of our subscription arrangements typically have a one-year, non-cancelable term but may be longer or shorter in limited circumstances, with some large,
multi-year contracts ranging up to three years. Our customers generally have no obligation to renew their subscriptions after the expiration of their initial subscription period.
Moreover, our customers that do renew their subscriptions may renew for less seats or usage amounts or for shorter subscription periods. Customer renewals may decline or
fluctuate as a result of a number of factors, including the reductions in our customers’ spending levels, higher volumes of usage purchased upfront relative to actual usage during
the subscription term, changes in customers’ business models and use cases, our customers’ satisfaction or dissatisfaction with our platform, the value that our customers derive
from our platform and the CxNs they collect, our pricing or pricing structure, the pricing or capabilities of competitive products or services, or the effects of global economic
conditions, including weakened economic conditions as a result of the COVID-19 pandemic and increasing inflation. If our customers do not renew their agreements with us, or
renew on terms less favorable to us, our revenue may decline.
If we are not able to effectively introduce enhancements to our platform, including new products, services, features, and functionality, that achieve market acceptance, or
keep pace with technological developments, our business, operating results, and financial condition could be adversely affected.
Our future success and demand for our platform will depend on several factors, including our ability to adapt and innovate and deliver high-quality CxNs and insights to our
customers, competitive pricing, integration with other technologies and our platform, our ability to maintain a high-quality network of contributors, and overall market
acceptance. To attract new customers and increase revenue from our existing customers, we will need to enhance and improve our existing platform, including introducing new
products, services, features, and functionality, and extending our platform for new use cases. Enhancements to our platform may not be introduced in a timely or cost-effective
manner, may
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contain errors or defects, and may have interoperability difficulties with aspects of our platform, or may not achieve the market acceptance necessary to generate significant
revenue. If our customers believe that deploying our enhancements would be overly time-consuming, confusing, or technically challenging, then our ability to grow our
business would be substantially harmed. We have in the past experienced delays in our internally planned release dates of new products, services, features, and functionality,
and there can be no assurance that new developments will be released according to schedule. We have also invested, and may continue to invest, in the acquisition of
complementary businesses and technologies that we believe will enhance our platform. However, we may not be able to integrate these acquisitions successfully or achieve the
expected benefits of such acquisitions. If we are unable to successfully develop, acquire, or integrate new products, features, and functionality or enhance our existing platform
to meet the needs of our existing or potential customers in a timely and effective manner, our business, operating results, and financial condition could be adversely affected.
In addition, because our platform is designed to operate on a variety of applications, systems, and devices, we will need to continually modify and enhance our platform to
keep pace with technological advancements in such applications, systems, and devices. If we are unable to respond in a timely, customer-friendly, and cost-effective manner to
these rapid technological developments, our platform may become less marketable and less competitive or obsolete, and our business, operating results, and financial condition
may be adversely affected.
Our operating results may fluctuate from quarter to quarter, which makes our future results difficult to predict.
Our quarterly operating results have fluctuated in the past and may fluctuate in the future. Additionally, we have a limited operating history with the current scale of our
business, which makes it difficult to forecast our future results and subjects us to a number of uncertainties, including our ability to plan for and anticipate future growth. As a
result, you should not rely upon our past quarterly operating results as indicators of future performance. We have encountered, and will continue to encounter, risks and
uncertainties frequently experienced by growing companies in rapidly evolving markets, such as the risks and uncertainties described herein. Our operating results in any given
quarter can be influenced by numerous factors, many of which are unpredictable or are outside of our control, including:
•

our ability to maintain and grow our customer base;

•

our ability to retain and increase revenue from existing customers;

•

our ability to attract, engage, and retain our network of high-quality contributors;

•

our ability to introduce new features and functionalities and enhance existing features and functionalities;

•

changes to our pricing model, including adoption by customers of our flex-based subscription pricing plan;

•

our ability to respond to competitive developments, including pricing changes and the introduction of new products and services by our competitors, or the emergence of
new competitors;

•

the productivity of our sales force;

•

changes in the UserTesting Contributor Network costs, which costs are significant and are not directly passed through to our customers;

•

changes in the use cases of our customers;

•

the length and complexity of our sales cycles;

•

cost to develop and upgrade our platform to incorporate new technologies;

•

seasonal purchasing patterns of our customers;

•

impact of outages of our platform and reputational harm;

•

costs related to the acquisition of businesses, talent, technologies, or intellectual property, including potentially significant amortization costs and possible write-downs;

•

changes in the security or privacy laws or demands of our customers;
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•

failures or breaches of security or privacy, and the costs associated with responding to and addressing any such failures or breaches;

•

foreign exchange fluctuations, including as a result of the U.S. dollar strengthening against other major currencies;

•

changes to financial accounting standards and the interpretation of those standards that may affect the way we recognize and report our financial results, including
changes in accounting rules governing recognition of revenue;

•

general economic and political conditions and government regulations in the countries where we currently operate or plan to expand;

•

decisions by us to incur additional expenses, such as increases in sales and marketing or research and development;

•

the timing of stock-based compensation expense; and

•

potential costs to attract, onboard, retain, and motivate qualified personnel.

The impact of one or more of the foregoing and other factors may cause our operating results to vary significantly. As such, we believe that quarter-to-quarter comparisons
of our operating results may not be meaningful and should not be relied upon as an indication of future performance. The variability and unpredictability of our operating
results could result in our failure to meet our expectations or those of analysts that cover us or investors with respect to revenue or other operating results for a particular period.
If we fail to meet or exceed such expectations, then the trading price of our common stock could fall substantially, and we could face costly lawsuits, including securities class
action suits.
Because we recognize revenue from our subscriptions over the subscription term, downturns or upturns in new sales and renewals may not be immediately reflected in our
operating results and may be difficult to discern. In addition, we recently added pricing options which may reduce visibility into our financial position and operating
results.
Currently, a substantial majority of our revenue is earned under a subscription pricing model, and we generally recognize revenue ratably over the term of a subscription.
As a result, a significant portion of the revenue we report in each quarter is derived from the recognition of revenue relating to subscriptions entered into during previous
quarters. Consequently, a decline in new or renewed subscriptions in any single quarter may have a minimal impact on our revenue for that quarter. However, such a decline
would negatively affect our revenue in future quarters. Accordingly, the effect of significant downturns in sales and market acceptance of our platform, and potential changes in
our rate of renewals, may not be fully reflected in our operating results until future periods. In addition, we have elected to expense renewal commissions in the period of
booking if the period of amortization is one year or less, while revenue is recognized over the life of the agreement with our customer. As a result, a high level of renewals could
continue to result in our recognition of more costs than revenue in the earlier periods of the terms of our agreements. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Critical Accounting Policies and Estimates” for additional information.
Moreover, a substantial majority of our customers pay for our platform under a seat-based subscription plan. However, to provide our customers additional flexibility, in
the fourth quarter of 2020, we introduced a flex-based subscription pricing plan to both new and existing customers as an additional pricing option. Due to the relatively recent
introduction of this pricing plan, we are unable to fully predict at this time the impacts it may have on our business, and, to the extent that our flex-based subscription plan
represents a greater share of our revenue over time, we may have reduced visibility into our operating results. There is a risk that a flex-based subscription pricing plan may
ultimately result in lower total cost to our customers over time or may cause our customers to limit utilization in order to stay within the limits of their existing flex-based
subscription pricing plan, reducing overall revenue. Moreover, the flex-based subscription pricing plan may impact annual renewal rates in a manner that we are unable to
predict at this time. In addition, if we are unable to effectively implement information technology systems critical to managing our flex-based subscription pricing plan, we may
be unable to accurately forecast our business and operating results under that pricing model.
Our subscription or pricing models may not accurately reflect the optimal pricing necessary to attract new customers and retain existing customers as the market matures.
As the market for our platform matures, or as competitors introduce new products and services that compete with ours, we may be unable to attract new customers and retain
existing customers at the same price or based on the same pricing models as we have used historically. Within each of our two primary subscription pricing plans, we offer
specific editions based on varying levels of tools, features, and functionality.
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Therefore, pricing decisions may impact the mix of adoption among our subscription pricing plans and negatively impact our overall revenue. In addition, we are unable to
predict at this time whether our flex-based subscription pricing plan option is optimally priced. Moreover, we may from time to time decide to make further changes to our
pricing model due to a variety of reasons, including changes to the market for our products and services, pricing pressures, and the introduction of new products and services by
competitors. Changes to any components of our pricing model may, among other things, result in customer dissatisfaction and could lead to a loss of customers and could
negatively impact our business, operating results, and financial condition.
If our or our third-party service providers’ security measures are breached, if unauthorized access to customer or contributor data, our data, or our platform is otherwise
obtained, or if our platform is perceived as not being secure, customers may reduce the use of or stop using our platform, and we may incur significant liabilities.
Our platform processes, stores, and transmits certain customer and contributor data, including personally identifiable information or personal information. Our platform is
built to be available on the infrastructure of third-party public cloud providers, such as Amazon Web Services (AWS). We also use third-party service providers and subprocessors to help us deliver services and tests to our customers and contributors. These vendors may store or process personal information or other confidential information of
our employees, partners, customers, or contributors. We collect such information from individuals located both in the United States and abroad and may store or process such
information outside the country in which it was collected. While we, our third-party cloud providers, and our third-party processors have implemented security measures
designed to protect against security breaches, these measures could fail or be insufficient to protect against unauthorized disclosures or loss of data.
Unauthorized access to, or other security breaches of, our platform or the other systems or networks used in our business, including our own systems as well as those of our
vendors, contractors, partners, or those with which we have strategic relationships, could result in the unauthorized disclosure, loss, compromise, exfiltration, destruction, or
corruption of customer, contributor, or other personal data, including sensitive data, loss of business, reputational damage adversely affecting customer, contributor, or investor
confidence, regulatory investigations and orders, class action or other litigation, indemnity obligations, damages for contract breach, penalties for violation of applicable laws or
regulations, notification obligations, significant costs for remediation, and other liabilities. If our security measures or those of our service providers are breached, or are
perceived to have been breached, as a result of third-party action, including cyber-attacks or other intentional misconduct by computer hackers, employee error, malfeasance, or
otherwise, and someone obtains unauthorized access to our data or other data we or our service providers maintain, including sensitive customer and contributor data, personal
information, intellectual property, and other confidential financial or business information, we could face loss of business, regulatory investigations, or orders, and our
reputation could be severely damaged. We could be required to expend significant capital and other resources to alleviate the problem, as well as incur significant costs and
liabilities, including due to litigation, indemnity obligations, damages for contract breach, penalties for violation of applicable laws or regulations, and costs for remediation and
other incentives offered to customers, contributors, or other business partners in an effort to maintain business relationships after a breach or other incident. Moreover, if our
platform is perceived as not being secure, regardless of whether our or our service providers’ security measures are actually breached, we could suffer harm to our reputation,
and our business, operating results, and financial condition would be negatively impacted.
We cannot ensure that our or our service providers’ measures to prevent security breaches or other security incidents will not result in the loss of information, litigation,
indemnity obligations, penalties, and other liability. Similarly, we cannot ensure that any limitations of liability provisions in our contracts would be enforceable or adequate or
would otherwise protect us from any liabilities or damages with respect to any particular claim relating to a security breach or other security-related matters. Certain of our
customer contracts do not limit our liability with respect to security breaches and other security-related matters. We also cannot be sure that our existing insurance coverage will
continue to be available on acceptable terms or will be available in sufficient amounts to cover one or more large claims related to a security incident or breach, or that the
insurer will not deny coverage as to any future claim. The successful assertion of one or more large claims against us that exceed available insurance coverage, or the occurrence
of changes in our insurance policies, including premium increases or the imposition of large deductible or co-insurance requirements, could have a material adverse effect on
our business, operating results, and financial condition.
Moreover, cyber-attacks and other malicious Internet-based activities continue to increase generally. Further, we may experience increased cyber-attacks and security
challenges as our employee base works on a flexible hybrid working
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model, which allows our employees to choose to work remotely. Because the techniques used to obtain unauthorized access to or sabotage systems change frequently and
generally are not identified until they are launched against a target, we and our service providers may be unable to anticipate these techniques or to implement adequate
preventative measures. In addition, third parties may attempt to fraudulently induce employees, contractors, or contributors to disclose information to gain access to our data,
our customers’ data, or our contributors’ data. We could suffer significant damage to our brand and reputation if a cyber-attack or other security incident were to result in
unauthorized access to or modification of any of our customer’s data, contributor’s data, other external data, or our own data or our IT systems or if the services we provide to
our customers were disrupted, or if our platform is perceived as having security vulnerabilities. Customers and contributors could lose confidence in the security and reliability
of our platform and perceive them to be not secure. This could lead to fewer customers and contributors using our platform and result in reduced revenue and earnings. The
costs we would incur to address and respond to these security incidents, and to prevent them thereafter, would increase our expenses. Therefore, these types of security incidents
could also lead to lawsuits, regulatory investigations and claims, and increased legal liability.
We have a limited operating history which makes it difficult to evaluate our business and prospects and increases the risks associated with your investment.
Although we were founded in 2007, we have changed our business model significantly over time. For example, while we first launched our platform for enterprise
customers in 2012, we did not invest significantly in our enterprise solution until we hired our enterprise sales force in 2016. In addition, in the fourth quarter of 2020, we
launched a flex-based subscription pricing plan and began a roll out to both new and existing customers as an additional pricing option. As a result, our business and pricing
models have not been fully proven, and we have only a limited operating history with our current business and pricing models to evaluate our business and future prospects,
which subjects us to a number of uncertainties, including our ability to plan for and model future growth. Therefore, our historical revenue growth should not be considered
indicative of our future performance.
Unfavorable conditions in our industry or the economy more generally or reductions in information technology spending could limit our ability to grow our business and
adversely affect our business, operating results, and financial condition.
Our operating results may vary based on the impact of changes in our industry or the economy more generally on us or our customers. Our business and operating results
depend on demand for information technology generally and for customer experience software solutions platforms in particular, which in turn is influenced by the scale of
business that our customers are conducting. Weak economic conditions, either in the U.S. or internationally, including as a result of changes in gross domestic product growth,
financial and credit market fluctuations, including recent volatility and disruptions in the capital and credit markets and rising interest rates and increasing effects of inflation,
political turmoil, natural catastrophes, domestic or geopolitical crises, such as terrorism, military conflict, war, including the conflict between Russia and Ukraine, or the
perception that hostilities may be imminent, and public health crises, such as the COVID-19 pandemic, and related public health measures, have caused, and could continue to
cause, a decrease in business investments, including spending on information technology generally.
The United States has recently experienced historically high levels of inflation. The existence of inflation in the United States and global economy has and may continue to
result in higher interest rates and capital costs, shipping costs, supply shortages, increased costs of labor, weakening exchange rates and other similar effects. If the inflation rate
continues to remain elevated, it will likely affect our expenses, especially employee compensation. Inflation and related increases in interest rates could also increase our
customers’ operating costs, which could result in reduced spending budgets, less demand for our platform, products and services, or delays in new orders, renewals or payments
due to us.
Governments are raising interest rates and implementing fiscal policy interventions in response to high levels of inflation. Even if these interventions lower inflation, they
may also reduce economic growth rates, create recessions and increase unemployment rates. This could have an adverse effect on our business, operating results and financial
condition. For example, if our customers were to reduce their spending budgets or workforce in response to deteriorating economic conditions, they may not purchase or renew
subscriptions to our platform or may renew for fewer users.
The impact of economic conditions, including the ongoing effects of COVID-19, increasing inflation and potential regional or global recessions could materially and
adversely affect our business, operating results and financial condition in a number of ways, including by reducing sales, lengthening sales cycles and requiring us to lower
prices for subscriptions
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to our platform. To the extent that weak economic conditions continue to result in our existing customers or potential customers to reduce their budget for customer experience
solutions platforms or to perceive spending on such systems as discretionary, demand for our platform may be adversely affected. Moreover, customers and potential customers
may require extended billing terms and other financial concessions, which would limit our ability to grow our business and adversely affect our business, operating results, and
financial condition.
We have experienced rapid growth and expect to invest in our growth for the foreseeable future. If we fail to manage our growth effectively, then our business, operating
results, and financial condition would be adversely affected.
We have experienced rapid growth in recent periods, and we expect to continue to invest broadly across our organization to support our growth. Our total revenue has
grown from $104.9 million for the nine months ended September 30, 2021 to $142.8 million for the nine months ended September 30, 2022. During this period, the number of
our employees has grown from 705 as of September 30, 2021 to 810 as of September 30, 2022. Although we have experienced rapid growth historically, we may not sustain our
current growth rates, nor can we assure you that our investments to support our growth will be successful. The growth and expansion of our business will require us to invest
significant financial and operational resources and the continuous dedication of our management team.
We plan to continue to expand our international operations into more countries in the future, which will place additional demands on our resources and operations. The
growth and expansion of our business has placed and continues to place a significant strain on our management, operations, financial infrastructure, and corporate culture. In the
event of further growth of our business, our information technology systems and our internal controls and procedures may not be adequate to support our operations. We have
also experienced significant growth in the number of customers, transactions, and amount of data that our platform and our associated hosting infrastructure support. For
example, we had 404 customers with at least $100,000 of ARR as of September 30, 2022, reflecting growth of 45% from September 30, 2021.
We have encountered, and will continue to encounter, risks and difficulties frequently experienced by growing companies in rapidly changing industries, including our
ability to achieve market acceptance of our platform and attract and retain customers, as well as increasing competition and increasing expenses as we continue to grow our
business. To manage any future growth effectively, we must continue to improve and expand our information technology and financial infrastructure, our operating and
administrative systems and controls, our corporate governance systems, and our ability to manage headcount, capital, and processes in an efficient manner. We may not be able
to successfully implement or scale improvements to our systems, processes, and controls in an efficient or timely manner.
We are in the early stages of implementing new information technology systems, including reporting tools and processes, critical to support and manage our expanded
pricing plan options and the overall growth of our business, and, as a result, we have incurred and will continue to incur additional costs in connection with implementing these
systems. If we are unable to effectively implement these systems, or if we experience disruption during the system implementation process, our ability to manage our business
and forecast our operating results will be adversely affected. In addition, our existing and newly implemented systems, processes, and controls may not prevent or detect all
errors, omissions, or fraud. We may also experience difficulties in managing improvements to our systems, processes, and controls or in connection with third-party software
licensed to help us with such improvements. Any future growth will continue to add complexity to our organization and require effective coordination throughout our
organization.
Failure to manage growth effectively could result in difficulty or delays in attracting new customers, declines in quality or customer satisfaction and demand for our
platform, increases in costs, difficulties in introducing new products and services or enhancing our platform, loss of customers and contributors, difficulties in attracting or
retaining talent, or other operational difficulties, any of which could adversely affect our business, operating results, and financial condition. Effectively managing our growth
may also be more difficult to accomplish the longer that our customers, our industry and the overall economy are impacted by negative macroeconomic factors, including rising
interest rates, inflation, and the effects of global conflict and the COVID-19 pandemic.
Our growth depends on our ability to attract and engage our network of contributors, and the failure to attract and engage our contributors could adversely impact our
business, operating results, and financial condition.
Our network of contributors is an important element of our business model. Our ability to attract and maintain customers in the future may be affected by our ability to
attract and engage high-quality contributors to provide their perspectives through our platform. Achieving engagement by a network of contributors may require us to
increasingly
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engage in sophisticated, costly, and lengthy marketing efforts that may not result in the additional engagement we seek, or may not do so in a cost-effective manner. If we are
unable to engage high-quality contributors, our reputation could be harmed, our existing customers may choose not to renew their subscriptions, and our business, operating
results, and financial condition would be adversely impacted.
Real or perceived defects or errors on our platform could harm our reputation, result in significant costs to us, and impair our ability to sell subscriptions to our platform
and related services.
The software technology underlying our platform is inherently complex and may contain material defects or errors, particularly when first introduced or when new features
or capabilities are released. In addition, our platform depends on the ability of our software to store, retrieve, process, and manage immense amounts of data. Although we
continually test our platform for defects and work with customers through our customer support organization to identify and correct errors, we have from time to time found
defects or errors on our platform, and new defects or errors in our existing platform or new software may be detected in the future by us or our users. There can be no assurance
that our existing platform and new software will not contain defects. Any real or perceived defects, errors, failures, bugs, or vulnerabilities on our platform could result in
negative publicity, data security, access, retention, or other performance issues and customer terminations and impair our ability to sell subscriptions to our platform and related
services in the future, all of which could harm our business. The costs incurred in correcting such defects or errors in our platform may be substantial and could adversely affect
our business, operating results, and financial condition. Moreover, the harm to our reputation and legal liability related to such defects or errors may be substantial and
adversely impact our business, operating results, and financial condition. We are also reliant on third-party software and infrastructure, including the infrastructure of the
Internet, to provide our platform. Any defects, failures or disruptions to our platform or this infrastructure that cause interruptions to the availability of our platform, loss of data,
or other performance issues could result in, among other things:
•

lost revenue or delayed market acceptance and sales of our platform;

•

loss of competitive position;

•

early termination of customer agreements or loss of customers;

•

credits or refunds to customers;

•

lawsuits and other claims against us;

•

diversion of development resources;

•

increased expenses associated with remedying any defect, including increased technical support costs;

•

injury to our brand and reputation; and

•

increased maintenance and warranty costs.

While our customer agreements may contain limitations and disclaimers that purport to limit our liability for damages related to defects in our platform, such limitations
and disclaimers may not be enforced by a court or other tribunal or otherwise effectively protect us from such claims. Accordingly, any errors, defects, or disruptions to our
platform could adversely impact our business, operating results, and financial condition.
We invest significantly in research and development, and to the extent our research and development investments do not translate into enhancements to our platform, or if
we do not make those investments efficiently, our business, operating results, and financial condition could be adversely impacted.
A key element of our strategy is to invest significantly in our research and development efforts to improve and develop new solutions and rapidly introduce new
technologies, features, and functionality of our platform. Our research and development expenses were 24% and 28% of our total revenue for the nine months ended
September 30, 2022 and 2021, respectively. If we do not spend our research and development budget efficiently or effectively on compelling innovation and technologies, our
business may be harmed and we may not realize the expected benefits of our strategy. Moreover, research and development projects can be technically challenging, timeconsuming, and expensive. The nature of these research and development cycles may cause us to experience delays between the time we incur expenses associated with
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research and development and the time we are able to offer compelling platform updates and generate revenue, if any, from such investment. Additionally, anticipated demand
for an enhancement to our platform could fail to materialize after the development cycle has commenced, and we would nonetheless be unable to avoid substantial costs
associated with the development of any such platform enhancement. If we expend a significant amount of resources on research and development and our efforts do not lead to
the successful enhancement of our platform that is competitive in our current or future markets, our business, operating results, and financial condition could be adversely
affected.
Our long-term success depends, in part, on our ability to expand the sales of our platform to customers located outside of the United States and our current, and any
further, expansion of our international operations exposes us to risks that could have a material adverse effect on our business, operating results, and financial condition.
We have been recognizing increased revenue from international sales, and we conduct our business activities in various foreign countries. We currently have operations in
North America, Europe, and Asia. In the nine months ended September 30, 2022 and 2021, we derived approximately 21% and 18% of our total revenue, respectively, from
customers located outside the United States. Our ability to manage our business and conduct our operations internationally requires considerable management attention and
resources and is subject to the particular challenges of supporting a rapidly growing business in an environment of multiple cultures, customs, legal systems, regulatory
systems, and commercial infrastructures. International expansion will require us to invest significant funds and other resources. Our operations in international markets may not
develop at a rate that supports our level of investment. Expanding internationally may subject us to new risks that we have not faced before or increase risks that we currently
face, including risks associated with:
•

recruiting and retaining talented and capable employees and contributors in foreign countries;

•

increased exposure to public health issues, such as the COVID-19 pandemic;

•

providing our platform to customers and contributors from different cultures, which may require us to adapt to sales practices, modify our platform, and provide features
necessary to effectively serve the local market;

•

the burden of complying with a wide variety of laws, including those relating to labor matters, permanent establishment, payroll tax and other tax considerations;

•

compliance with privacy, data protection, encryption, biometric and information security laws, such as the California Consumer Privacy Act (CCPA), European Union
Data Protection Directive and the European General Data Protection Regulation (GDPR), and the Singapore Personal Data Protection Act of 2012;

•

longer sales cycles in some countries;

•

increased third-party costs relating to data centers outside of the United States;

•

generally longer payment cycles and greater difficulty in collecting accounts receivable;

•

credit risk and higher levels of payment fraud;

•

weaker intellectual property protection in some countries;

•

compliance with anti-bribery laws, such as the U.S. Foreign Corrupt Practices Act of 1977, as amended (FCPA), and the UK Bribery Act 2010 (UK Bribery Act);

•

currency exchange rate fluctuations;

•

tariffs, export, and import restrictions, restrictions on foreign investments, sanctions, and other trade barriers or protection measures;

•

foreign exchange controls that might prevent us from repatriating cash earned outside the United States;

•

economic or political instability in countries where we may operate, including, for example, economic and political instability caused by the war in Ukraine;
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•

unfavorable global macro-economic conditions, including the effects of inflation, rising interest rates and market volatility on the global economy;

•

corporate espionage;

•

compliance with the laws of numerous taxing jurisdictions, both foreign and domestic, in which we conduct business, potential double taxation of our international
earnings, and potentially adverse tax consequences due to changes in applicable U.S. and foreign tax laws;

•

increased costs to establish and maintain effective controls at foreign locations; and

•

overall higher costs of doing business internationally.

Our international sales and operations may be subject to foreign governmental laws and regulations, which vary substantially from country to country. Further, we may be
unable to keep up to date with changes in government laws and regulations as they change over time. Failure to comply with these laws and regulations could result in adverse
effects to our business. In many foreign countries, it is common for others to engage in business practices that are prohibited by our internal policies and procedures or U.S. and
foreign laws and regulations applicable to us. Although we have implemented policies and procedures designed to ensure compliance with these laws and regulations and our
internal policies, there can be no assurance that all of our employees, contractors, partners, and agents will comply with these laws and regulations or our internal policies.
Violations of laws or regulations by our employees, contractors, partners, or agents could result in litigation, regulatory action, costs of investigation, delays in revenue
recognition, delays in financial reporting, financial reporting misstatements, fines, penalties, or a prohibition on selling our platform, any of which could have an adverse effect
on our business, operating results, and financial condition.
If we fail to offer high-quality customer support, our business, operating results, and financial condition could be adversely impacted and our reputation will suffer.
Once our platform is deployed to our customers, our customers rely on our support services to resolve any related issues. High-quality customer education and customer
support is important for the successful marketing and sale of our products and for the increase within existing customers. The importance of high-quality customer support will
increase as we expand our business and pursue new organizations. If we do not help our customers quickly resolve post-deployment issues and provide effective ongoing
customer support, our ability to maintain and increase within existing customers could suffer and our reputation with existing or potential customers could be harmed.
The majority of our customer base consists of large and mid-sized organizations, and we currently generate a significant portion of our revenue from a relatively small
number of organizations, the loss of any of which could adversely impact our business, operating results, and financial condition.
The majority of our customer base consists of large and mid-sized organizations, and we currently generate a significant portion of our revenue from a relatively small
number of organizations. Accordingly, the loss of any one of our larger customers could have a material adverse impact on our revenue. While we expect that the revenue from
our largest customers will decrease over time as a percentage of our revenue as we generate more revenue from other customers, we also believe that revenue from our largest
customers may continue to account for a significant portion of our revenue, at least in the near term. In the event that these large customers discontinue the use of our platform
or uses our platform in a more limited capacity, our business, operating results, and financial condition could be adversely affected.
As a substantial portion of our sales efforts are increasingly targeted at large enterprise customers, our sales cycle may become increasingly lengthy and more expensive
and we may encounter greater pricing pressure, all of which could adversely impact our business, operating results, and financial condition.
As a substantial portion of our sales efforts are increasingly targeted at large enterprise customers, we face greater costs, longer sales cycles, and less predictability in the
completion of some of our sales. Larger organizations typically have longer decision-making cycles, require greater functionality and scalability, expect a broader range of
services, demand that vendors take on a larger share of risks, demand higher levels of customer service and support, and expect greater payment flexibility from vendors. We
are often required to spend time and resources to better familiarize potential customers with the value proposition of our platform. As a result of these factors, sales
opportunities with large organizations may require us to devote greater sales and administrative support and professional services resources to individual customers, which
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could increase our costs, lengthen our sales cycle, and divert our own sales and professional services resources to a smaller number of larger customers. We may spend
substantial time, effort, and money in our sales efforts without being successful in producing any sales. All these factors can add further risk to business conducted with these
customers. In addition, if sales expected from a large customer for a particular quarter are not realized in that quarter or at all, our business, operating results, and financial
condition could be materially and adversely affected.
Our revenue growth and ability to achieve and sustain profitability will depend, in part on being able to expand our direct sales force and increase the productivity of our
sales force.
To date, most of our revenue has been attributable to the efforts of our direct sales force. In order to increase our revenue and achieve and sustain profitability, we must
increase the size of our direct sales force, both in the United States and internationally, to generate additional revenue from new and existing customers.
We believe that there is significant competition for sales personnel with the skills and technical knowledge that we require. Because our platform is often sold to large
organizations and involves a long sales cycle, it is more difficult to find sales personnel with the specific skills and technical knowledge needed to sell subscriptions to our
platform and, even if we are able to hire qualified personnel, doing so may be expensive. Our ability to achieve significant revenue growth will depend, in large part, on our
success in recruiting, training, and retaining sufficient numbers of direct sales personnel to support our growth. New sales personnel require significant training and can take a
number of months to achieve full productivity. Our recent hires and planned hires may not become productive as quickly as we expect and if our new sales employees do not
become fully productive on the timelines that we have projected or at all, our revenue will not increase at anticipated levels and our ability to achieve long-term projections may
be negatively impacted. We may also be unable to hire or retain sufficient numbers of qualified individuals in the markets where we do business or plan to do business.
Furthermore, hiring sales personnel in new countries requires additional set up and upfront costs that we may not recover if the sales personnel fail to achieve full productivity.
In addition, as we continue to grow, a larger percentage of our sales force will be new to our company and our platform, which may adversely affect our sales if we cannot train
our sales force quickly or effectively. Attrition rates may increase, and we may face integration challenges as we continue to seek to expand our sales force. Because we do not
have a long history of expanding our sales force or managing a sales force at the scale that we intend to operate, we cannot accurately predict whether, or to what extent, our
sales will increase as we expand our sales force or how long it will take for sales personnel to become productive. If we are unable to hire and train sufficient numbers of
effective sales personnel, or if the sales personnel are not successful in obtaining new customers or increasing sales to our existing customer base, our business will be adversely
affected.
We periodically change and make adjustments to our sales organization in response to market opportunities, competitive threats, management changes, product and service
introductions or enhancements, acquisitions, sales performance, increases in sales headcount, cost levels, and other internal and external considerations. Any future sales
organization changes may result in a temporary reduction of productivity, which could negatively affect our rate of growth. In addition, any significant change to the way we
structure our compensation of our sales organization may be disruptive and may affect our revenue growth.
Our business and growth depend in part on the success of our strategic relationships with third parties.
We depend on, and anticipate that we will continue to depend on, various third-party relationships in order to sustain and grow our business, including technology
companies whose products integrate with ours. Failure of any of these technology companies to maintain, support, or secure their technology platforms in general, and our
integrations in particular, or errors or defects in their technologies or products, could adversely affect our relationships with our customers, damage our brand and reputation,
and result in delays or difficulties in our ability to provide our platform. Identifying, negotiating, and documenting relationships with strategic third parties requires significant
time and resources. Our agreements with these third parties are typically limited in duration, non-exclusive, and do not prohibit our partners from working with our competitors
or from offering competing services.
If we are unsuccessful in establishing or maintaining our relationships with these strategic third parties, or realizing the anticipated benefits from such partnerships, our
ability to compete in the marketplace or to grow our revenue could be impaired and our operating results may suffer.
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If we fail to integrate our platform with a variety of software applications, operating systems, and platforms that are developed by others, our platform may become less
marketable, less competitive or obsolete, and our business, operating results, and financial condition would be adversely impacted.
Our customers and prospective customers expect our platform to integrate with a variety of software systems, and we need to continuously modify and enhance our
platform to adapt to changes in software, browser, and database technologies. In general, we rely on the fact that the providers of such software systems continue to allow us
access to their application programming interfaces (APIs) to enable these customer integrations. In the future we expect to integrate our platform with additional third-party
APIs and we anticipate that we will be unable to rely on long-term written contracts to govern our relationships with these providers and instead will be subject to the standard
terms and conditions for application developers of such providers, which govern the distribution, operation, and fees of such software systems, and which are subject to change
by such providers from time to time. As such, our business, operating results, and financial condition could be adversely impacted.
Any disruption of service of Amazon Web Services, our data hosting service, could interrupt or delay our ability to deliver our services to our customers.
We currently host our platform, serve our customers, and support our operations worldwide primarily using AWS. Despite precautions, we may also experience planned
and unplanned costs, interruptions, delays, and outages in service or other performance problems in connection with such cloud infrastructure services. We do not have control
over the operations of the AWS facilities. These facilities are vulnerable to damage or interruption from earthquakes, hurricanes, floods, fires, cyber security attacks, terrorist
attacks, power losses, telecommunications failures, and similar events. The occurrence of a natural disaster or an act of terrorism, a decision to close the facilities without
adequate notice, or other unanticipated problems could result in lengthy interruptions in the performance of our platform and services. In particular, the California-based data
facilities are located in an area known for seismic activity, increasing our susceptibility to the risk that an earthquake could significantly harm the operations of these facilities.
The facilities also could be subject to break-ins, computer viruses, sabotage, intentional acts of vandalism, and other misconduct. Our platform’s continuing and uninterrupted
performance is critical to our success. As such, it is critical for our business that our platform be accessible without interruption or degradation of performance, and we typically
provide our customers with service level commitments with respect to annual uptime. Customers may become dissatisfied by any system failure that interrupts the availability
or functionality of our platform or services. Outages could lead to the triggering of our service level agreements and the issuance of credits to our customers, in which case, we
may not be fully indemnified for such losses pursuant to our agreement with AWS. We may not be able to easily convert our AWS operations to another cloud provider if there
are disruptions or interference with our use of AWS. Sustained or repeated system failures would reduce the attractiveness of our platform to customers and result in contract
terminations, thereby reducing revenue. Moreover, negative publicity arising from these types of disruptions could damage our reputation and may adversely impact use of our
platform. We may not carry sufficient business interruption insurance to compensate us for losses that may occur as a result of any events that cause interruptions in our service.
In addition, AWS does not have an obligation to renew its agreements with us on commercially reasonable terms, or at all. If we are unable to renew our agreements with
AWS or enter into a cloud services agreement on commercially reasonable terms with another service provider, if our agreements with our service providers are terminated, or,
if in the future, we add additional data center providers, we may experience costs or downtime in connection with the transfer to, or the addition of, new data center providers. If
these providers were to increase the cost of their services, we may have to increase the price of our platform, and our operating results may be adversely impacted.
Errors, defects, or disruptions in our platform could diminish demand, harm our financial results, and subject us to liability.
Our customers use our platform for important aspects of their businesses, and any errors, defects, or disruptions to our platform, or other performance problems with our
platform could harm our brand and reputation and may damage our customers’ businesses. We are also reliant on third-party software and infrastructure, including the
infrastructure of the Internet, to provide our platform. Any failure of or disruption to this software and infrastructure could also make our platform unavailable to our customers.
Our platform is constantly changing with new software releases, which may contain undetected errors when first introduced or released. Any errors, defects, disruptions in
service, or other performance problems with our platform could result in negative publicity, loss of or delay in market acceptance of our products, loss of competitive position,
delay of payment to us, lower consumption rates, or claims by customers for losses sustained by
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them. In such an event, we may be required, or may choose, for customer relations or other reasons, to expend additional resources in order to help correct the problem.
Accordingly, any errors, defects, or disruptions to our platform could adversely impact our brand and reputation, revenue, and operating results.
From time to time we provide service level commitments under our customer contracts. If we fail to meet these contractual commitments, we could be obligated to provide
credits or refunds for prepaid amounts related to unused subscription services or face contract terminations, which could adversely affect our operating results.
Our customer contracts typically provide for service level commitments, which relate to annual uptime and, for premiere support, certain response times. If we are unable to
meet the stated service level commitments or suffer extended periods of unavailability for our platform, we may be contractually obligated to provide these customers with
service credits, refunds for prepaid amounts related to unused subscription services, or other remedies, or we could face contract terminations. In addition, we could face legal
claims for breach of contract, tort, or breach of warranty. Although we typically have contractual protections, such as warranty disclaimers and limitation of liability provisions,
in our customer agreements, they may not fully or effectively protect us from claims by customers, commercial relationships, or other third parties. We may not be fully
indemnified by our vendors for service interruptions that are beyond our control, and any insurance coverage we may have may not adequately cover all claims asserted against
us, or cover only a portion of such claims. In addition, even claims that ultimately are unsuccessful could result in our expenditure of funds in litigation and divert
management’s time and other resources. As such, our revenue could be adversely impacted if we fail to meet our service level commitments under our agreements with our
customers, including, but not limited to, support response times and service outages. Thus, we have not been required to provide customers with service credits that have been
material to our operating results, but we cannot assure you that we will not incur material costs associated with providing service credits to our customers in the future.
Therefore, any failure to meet our service level commitments could adversely impact our reputation, business, operating results, and financial condition.
Our business depends on a strong and trusted brand, and any failure to maintain, protect, and enhance our brand would hurt our ability to retain or expand our customer
and contributor base, our market share, and our ability to attract and retain employees and contributors.
We have developed a strong and trusted brand identity that we believe has contributed significantly to the success of our business. We believe that continuing to develop,
enhance and maintain our brand and reputation in a cost-effective manner are important to achieving widespread acceptance of our platform and are important elements in
attracting new customers and contributors and maintaining existing customers and contributors. We believe that the importance of our brand and reputation will increase as
competition in our market further intensifies. Successful promotion of our brand will depend on the effectiveness of our marketing efforts, our ability to provide a reliable and
useful platform at competitive prices, the perceived value of our platform, and our ability to provide quality customer support. In addition, the promotion of our brand requires
us to make substantial expenditures, and we anticipate that the expenditures will increase as our market becomes more competitive, as we expand into new markets, and as more
sales are generated through our strategic partners. Brand promotion activities may not yield increased revenue, and even if they do, the increased revenue may not offset the
expenses we incur in building and maintaining our brand and reputation. If we fail to promote and maintain our brand successfully or to maintain loyalty among our customers,
or if we incur substantial expenses in an unsuccessful attempt to promote and maintain our brand, we may fail to attract new customers, contributors and partners or retain our
existing customers, contributors and partners and our business and financial condition may be adversely affected. Our brand may also be negatively affected by the actions of
contributors that are deemed to be inappropriate by our customers, by the actions of contributors acting under false or inauthentic identities, by the use of our platform for illicit
or objectionable ends, or by our decisions to remove content or suspend participation on our platform by persons who violate our content policy or terms of service. Any
negative publicity relating to our employees, customers, contributors, partners, or others associated with these parties, may also tarnish our own reputation simply by association
and may reduce the value of our brand. Damage to our brand and reputation may result in reduced demand for our platform and increased risk of losing market share to our
competitors. Any efforts to restore the value of our brand and rebuild our reputation may be costly and may not be successful.
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Our customers may fail to pay us in accordance with the terms of their agreements, necessitating action by us to compel payment.
We typically enter into non-cancelable agreements with a term of one year with our customers, but which may be longer or shorter in limited circumstances, with some
large, multi-year contracts ranging up to three years. If customers fail to pay us under the terms of our agreements, we may be adversely affected both from the inability to
collect amounts due and the cost of enforcing the terms of our contracts, including litigation. The risk of such negative effects increases with the term length of our customer
arrangements. Furthermore, some of our customers may seek bankruptcy protection or other similar relief and fail to pay amounts due to us, or pay those amounts in an
untimely manner, either of which could adversely affect our operating results, financial position, and cash flow. Moreover, as a result of general macroeconomic conditions,
some existing customers have negotiated, and others may attempt to renegotiate, contracts and obtain concessions, including, among other things, longer payment terms or
modified subscription dates, or may fail to make payments on their existing contracts, which may materially and negatively impact our business, operating results, and financial
condition.
Risks Related to Our People
Our business depends largely on our ability to attract and retain talented employees, including senior management. If we lose the services of the members of our senior
management team, we may not be able to execute on our business strategy.
Our future success depends on our continuing ability to attract, train, assimilate, and retain highly skilled personnel, including software engineers and sales personnel. We
face intense competition for qualified individuals from numerous software and other technology companies. In addition, competition for qualified personnel, particularly
software engineers, is particularly intense in the San Francisco Bay Area, where our headquarters are located. Moreover, due to recent labor shortages in the United States,
particularly for highly skilled personnel in the technology sector, it is currently extremely difficult and expensive to attract and retain qualified individuals. We may not be able
to retain our current key employees or attract, train, assimilate, or retain other highly skilled personnel in the future. We may incur significant costs to attract and retain highly
skilled personnel, and we may lose new employees to our competitors or other technology companies before we realize the benefit of our investment in recruiting and training
them. As we move into new geographies, we will need to attract and recruit skilled personnel in those areas. If we are unable to attract and retain suitably qualified individuals
who are capable of meeting our growing technical, operational, and managerial requirements, on a timely basis or at all, our business, operating results, and financial condition
may be adversely affected.
Our future success also depends in large part on the continued services of senior management and other key personnel. We rely on our leadership team in the areas of
operations, strategy, security, marketing, sales, support, and general and administrative functions, and on individual contributors on our research and development team. Our
senior management and other key personnel are all employed on an at-will basis, which means that they could terminate their employment with us at any time, for any reason,
and without notice. We do not currently maintain key-person life insurance policies on any of our officers or employees. If we lose the services of senior management or other
key personnel, or if we are unable to attract, train, assimilate, and retain the highly skilled personnel we need, our business, operating results, and financial condition could be
adversely affected.
Volatility or lack of appreciation in our stock price may also affect our ability to attract and retain our key employees. Many of our senior personnel and other key
employees have become, or will soon become, vested in a substantial amount of stock or stock options. Employees may be more likely to leave us if the shares they own or the
shares underlying their vested options have significantly appreciated in value relative to the original purchase price of the shares or the exercise price of the options, or
conversely, if the exercise price of the options that they hold are significantly above the market price of our common stock. If we are unable to retain our employees, or if we
need to increase our compensation expenses to retain our employees, our business, operating results, and financial condition could be adversely affected.
Our corporate culture has contributed to our success, and if we cannot maintain this culture as we grow or evolve, we could lose the innovation, creativity, and teamwork
fostered by our culture, and our business may be harmed.
We believe that our corporate culture has been a key contributor to our success. We have worked to develop our culture, and we strive to empower our employees to
continuously learn, evolve, and grow, and treat each other with respect. If we do not continue to develop our corporate culture as we grow or evolve and as we implement a
flexible hybrid

65

working model, including maintaining a culture that encourages a sense of ownership by our employees, it could harm our ability to foster the innovation, creativity, and
teamwork we believe that we need to support our growth or evolution. As our organization grows and we are required to implement more complex organizational structures, we
may find it increasingly difficult to maintain the beneficial aspects of our corporate culture, which could negatively impact our future success. In addition, potential liquidity
events could create disparities of wealth among our employees, which could adversely impact relations among employees and our corporate culture in general. Our recent
transition from a private company to a public company may result in a change to our corporate culture, which could adversely impact our business. Moreover, as we continue to
develop our infrastructure, and particularly in light of the reduction in headcount that was instituted in July 2022, and we may find it difficult to maintain valuable aspects of our
culture, to prevent a negative effect on employee morale or attrition beyond our planned reduction in headcount, and to attract competent personnel who are willing to embrace
our culture, in which case our products and services may suffer and our business, operating results, and financial condition could be adversely impacted.
Our management team has limited experience managing a public company.
Most members of our management team have limited experience managing a publicly traded company, interacting with public company investors and regulators, and
complying with the increasingly complex laws pertaining to public companies. Our management team may not successfully or efficiently manage our recent transition to being
a public company subject to significant regulatory oversight and reporting obligations under the federal securities laws and the continuous scrutiny of securities analysts and
investors. These new obligations and constituents require significant attention from our senior management and could divert their attention away from the day-to-day
management of our business, which could adversely impact our business, operating results, and financial condition.
Risks Related to Our Intellectual Property
Our intellectual property rights are valuable, and failure to protect them could reduce the value of our products, services, and brand.
Our success and ability to compete depends in part upon our intellectual property and other proprietary rights. We rely on a combination of copyright protection, trade secret
protection, rights in our trademarks, patent rights, and contractual agreements with our employees, contractors, customers, partners, and others to protect our intellectual
property rights. Our intellectual property is an important asset, and litigation to defend intellectual property can be expensive and lengthy. Various factors outside of our control
also pose a threat to our intellectual property rights, as well as to our products, services, and technologies. However, we may fail to obtain effective intellectual property
protection, or effective intellectual property protection may not be available in every country in which our products and services are available. We may fail to effectively
enforce all our rights in every jurisdiction. Also, the efforts we have taken to protect our intellectual property rights may not be sufficient or effective, and any of our intellectual
property rights may be challenged, which could result in them being narrowed in scope or declared invalid or unenforceable. Despite our efforts to protect and enforce our
proprietary rights, there can be no assurance our intellectual property rights will be sufficient to protect against others offering products or services that are substantially similar
to ours and compete with our business or that unauthorized parties may attempt to copy aspects of our technology or misuse our proprietary information.
In addition to registered intellectual property rights such as trademark registrations and patents, we rely on non-registered proprietary information and technology, such as
trade secrets, confidential information, know-how, copyrights, and technical information. In order to protect our proprietary information and technology, we rely in part on
agreements with our employees, investors, independent contractors and other third parties that place restrictions on the use and disclosure of this intellectual property. These
agreements may be breached, or this intellectual property, including trade secrets, may otherwise be disclosed or become known to our competitors, which could cause us to
lose any competitive advantage resulting from this intellectual property. To the extent that our employees, independent contractors or other third parties with whom we do
business use intellectual property owned by others in their work for us, disputes may arise as to the rights in related or resulting know-how and inventions. The loss of trade
secret protection could make it easier for third parties to compete with our products and services by copying functionality. In addition, any changes in, or unexpected
interpretations of, intellectual property laws may compromise our ability to enforce our trade secrets and other intellectual property rights. We may pursue registration of
trademarks and domain names in the United States and in certain jurisdictions outside of the United States. Effective protection of trademarks and domain names is expensive
and difficult to maintain, both in terms of application and registration costs as well as the costs of defending and enforcing those rights. We may be required to protect our rights
in an increasing number of countries, a process that is expensive and may not be
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successful or which we may not pursue in every country in which our products and services are distributed or made available. Foreign countries have different laws and
regulations regarding protection of intellectual property, and the protection available in other jurisdictions may not be as effective as that provided in the United States.
We may be unable to obtain trademark protection for our technologies and brands, and our existing trademark registrations and applications, and any trademarks that may
be used in the future, may not provide us with competitive advantages or distinguish our products and services from those of our competitors. In addition, our trademarks may
be contested, circumvented, or found to be unenforceable, weak, or invalid, and we may not be able to prevent third parties from infringing or otherwise violating them. To
counter infringement, misappropriation or unauthorized use of our trademarks, we may deem it necessary to file infringement claims, which can be expensive and time
consuming. Furthermore, because of the substantial amount of discovery required in connection with intellectual property litigation, there is a risk that some of our confidential
information could be compromised by disclosure during this type of litigation. An adverse outcome in such litigation or proceedings may expose us to a loss of our competitive
position, expose us to significant liabilities, or require us to seek licenses that may not be available on commercially acceptable terms, if at all.
Litigation or proceedings before the U.S. Patent and Trademark Office or other governmental authorities and administrative bodies in the United States and abroad may be
necessary in the future to enforce our intellectual property rights and to determine the validity and scope of the proprietary rights of others. Efforts to enforce or protect
proprietary rights may be ineffective and could result in substantial costs and diversion of resources, which could harm our business and operating results.
We may become subject to intellectual property infringement claims brought against us by others.
From time to time, our competitors or other third parties may claim that we are infringing upon or misappropriating their intellectual property rights, and we may be found
to be infringing upon or misappropriating such rights. While we would zealously and appropriately defend against any wrongful claim, we may not be successful in defending
against any such challenges, securing settlements, or obtaining licenses to avoid or resolve any intellectual property disputes.
Accordingly, successful intellectual property infringement claims against us could result in monetary liability or a material disruption in the conduct of our business. We
cannot be certain that our products and services, platform, and brand names do not or will not infringe valid patents, trademarks, copyrights, or other intellectual property rights
held by third parties. We may be subject to legal proceedings and claims from time to time relating to the intellectual property of others in the ordinary course of our business.
Any intellectual property litigation to which we might become a party, or for which we are required to provide indemnification, may require us to cease selling our platform or
using products and services that incorporate the intellectual property that we allegedly infringe, make substantial payments for legal fees, settlement payments, or other costs or
damages, obtain a license, which may not be available on reasonable terms or at all, to sell or use the relevant technology, or redesign the allegedly infringing feature to avoid
infringement, which could be costly, time-consuming, or impossible. Any claims or litigation, regardless of merit, could cause us to incur significant expenses and, if
successfully asserted against us, could require that we pay substantial damages or ongoing royalty payments, prevent us from offering our products and services, or require that
we comply with other unfavorable terms. We do not have a significant patent portfolio, which could prevent us from deterring patent infringement claims through our own
patent portfolio, and our competitors and others may now and in the future have significantly larger and more mature patent portfolios than we have. We may also be obligated
to obtain licenses from third parties or modify our platform, and each such obligation could further exhaust our resources.
Even if the claims do not result in litigation or are resolved in our favor, these claims, and the time and resources necessary to resolve them, could divert the resources of
our management and adversely affect our business, our reputation, and operating results. We expect that the occurrence of infringement claims is likely to grow as the market
for customer experience software solutions grows. Accordingly, our exposure to damages resulting from infringement claims could increase and this could further impact our
financial and management resources.
Adverse litigation judgments or settlements resulting from legal proceedings in which we may be involved could expose us to monetary damages or limit our ability to
operate our business.
We may become involved in private actions, collective actions, investigations, and various other legal proceedings by customers, employees, competitors, government
agencies, or others. The results of any such litigation, investigations, and other legal proceedings are inherently unpredictable and expensive. Any claims against us, whether or
not meritorious,
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could be time consuming, result in costly litigation, damage our reputation, require significant amounts of management time, and divert significant resources. If any of these
legal proceedings were to be determined adversely to us, or we were to enter into a settlement arrangement, we could be exposed to monetary damages or limits on our ability to
operate our business, which could have an adverse effect on our business, operating results, and financial condition.
We employ third-party licensed software for use in or with our software, and the inability to maintain these licenses or errors in the software we license could result in
increased costs or reduced service levels, which could adversely affect our business.
Our software utilizes certain third-party software obtained under licenses. We anticipate that we will continue to rely on such software and development tools licensed from
third parties in the future. Although we believe that there are commercially reasonable alternatives to the third-party software we currently license, this may not always be the
case, or it may be difficult or costly to migrate to alternative solutions. Also, any undetected errors or defects in third-party software could prevent the deployment or impair the
functionality of our platform, delay new updates or enhancements to our platform, result in a failure of our platform, and injure our reputation.
Our platform contains open source software components, and failure to comply with the terms of the underlying licenses could restrict our ability to sell our platform.
Our platform incorporates certain open source software and we may continue to use open source software in our platform in the future. An open source license typically
permits the use, modification, and distribution of software in source code form subject to certain conditions. There are uncertainties regarding the proper interpretation of and
compliance with open source software licenses. Certain open source software licenses require a user who intends to distribute the open source software as a component of the
user’s software to disclose publicly part or all of the source code to the user’s software. The use and distribution of open source software may entail greater risks than the use of
third-party commercial software, as open source licensors generally do not provide warranties or other contractual protections regarding infringement claims or the quality of
the code. Some of these licenses (often called “copyleft” or “viral” licenses) contain requirements that we offer our products that incorporate the open source software for no
cost, that could cause us to make available the source code of the modifications or derivative works that we create based upon the licensed open source software, and that we
license such modifications or derivative works under the terms of a particular open source license granting third parties certain rights of further use. By the terms of such open
source licenses, we could also be required to release the source code of our proprietary platform technology, and to make our proprietary platform technology available under
open source licenses, if we combine and/or distribute our proprietary software with such open source software in a manner that triggers the obligation of the license. Although
we do not believe that we have used open source software in a manner that might condition its use on our distribution of any portion of our platform in source code form, the
interpretation of open source licenses is legally complex, and, despite our efforts, it is possible that we may be liable for copyright infringement, breach of contract, or other
claims if our use of open source software is adjudged to not comply with the applicable open source licenses.
Moreover, we cannot assure you that our processes for controlling our use of open source software in our platform will be effective. If we have not complied with the terms
of an applicable open source software license, we may need to seek licenses from third parties to continue offering our platform on terms that are not economically feasible, to
re-engineer our platform to remove or replace the open source software, to discontinue the sale of our platform if re-engineering could not be accomplished on a timely basis, to
pay monetary damages, or to make available the source code for aspects of our proprietary technology, any of which could adversely affect our business, operating results, and
financial condition.
In addition to risks related to license requirements, use of open source software can involve greater risks than those associated with use of third-party commercial software,
as open source licensors generally do not provide warranties, assurances of title, performance, non-infringement, or controls on the origin of the software. There is typically no
support available for open source software, and we cannot ensure that the authors of such open source software will not abandon further development and maintenance of such
open source software. Many of the risks associated with the use of open source software, such as the lack of warranties or assurances of title or performance, cannot be
eliminated, and could, if not properly addressed, negatively affect our business. We have established processes to help alleviate these risks, including a review process for
screening requests from our development organizations for the use of open source software, but we cannot be sure that all open source software is identified or submitted for
approval prior to use in our platform.

68

Indemnity provisions in various agreements potentially expose us to substantial liability for intellectual property infringement and other losses.
Our agreements with customers, partners, and other third parties may include indemnification or other provisions under which we agree to indemnify or otherwise be liable
to them for losses suffered or incurred as a result of claims of intellectual property infringement, damages caused by us to property or persons, data and security breaches, and
other liabilities relating to or arising from our software, services, acts, or omissions. The term of these contractual provisions often survives termination or expiration of the
applicable agreement. Large indemnity payments or damage claims from contractual breach could harm our business, operating results, and financial condition. Although in
some cases we contractually limit our liability with respect to such obligations, we do not always do so or our obligations are capped at a high amount, and in the future we may
still incur substantial liability related to them. Any dispute with a customer with respect to such obligations could have adverse effects on our relationship with that customer
and other current and prospective customers, reduce demand for our solutions, and harm our business, operating results, and financial condition.
Risks Related to Legal and Regulatory Matters
We process, store, and use personal information and other data, which subjects us to governmental regulation and other legal obligations related to privacy, and violation of
these privacy obligations could result in a claim for damages, regulatory action, loss of business, or unfavorable publicity.
We receive, store, and process personal information and other information, including customer, employee, and contributor information and CxNs that include contributor
feedback and insight for our customers. There are numerous domestic and international privacy and data protection laws and regulations. These laws and regulations, and the
storing, use, processing, and disclosure and protection of personal information, are continually evolving, subject to differing interpretations, and may be inconsistent among
jurisdictions or conflict with other laws, regulations, and rules. Additionally, laws, regulations, and standards covering marketing and advertising activities conducted by
telephone, email, mobile devices, and the Internet, may be applicable to our business, such as the Telephone Consumer Protection Act (the TCPA), as implemented by the
Telemarketing Sales Rule, the CAN-SPAM Act, and similar state consumer protection laws, as well as Singapore’s Personal Data Protection Act and its “Do Not Call”
provisions. Our privacy policies and privacy-related obligations to third parties set forth additional standards and obligations related to data protection. We strive to comply with
all applicable laws, policies and legal obligations relating to privacy and data security protection to the extent possible. However, it is possible that these obligations may be
interpreted and applied in a manner that is inconsistent from one jurisdiction to another and may conflict with other rules or regulations, making enforcement, and thus
compliance requirements, ambiguous, uncertain, and potentially inconsistent. Any failure or perceived failure by us to comply with our privacy policies, privacy-related
obligations to customers, contributors, or other third parties, or our privacy-related legal obligations, or any compromise of security that results in the unauthorized access to or
unintended release of personally identifiable information or other protected data, may result in governmental enforcement actions, civil litigation, or public statements against us
by data privacy advocacy groups or others. Any of these events could cause us to incur significant costs in investigating and defending such claims and, if found liable, pay
significant damages. Further, these proceedings and any subsequent adverse outcomes may cause our customers and contributors to lose trust in us, which could have a
materially adverse effect on our reputation and business.
Any significant change to applicable laws, regulations or industry practices regarding the use or disclosure of personal information (including what legally defines
“personal information”), or regarding the manner in which the express or implied consent of contributors, customers, potential customers or other data subjects for the use and
disclosure of personal information is obtained, could require us to modify our platform, possibly in a material manner and subject us to increased compliance costs, which may
limit our ability to develop new products and features that make use of the personal information that clients voluntarily share. For example, California enacted legislation, the
CCPA, that became operative on January 1, 2020 and became enforceable by the California Attorney General on July 1, 2020, along with related regulations that came into
force on August 14, 2020 and were most recently amended on March 15, 2021. Additionally, the California Privacy Rights Act (the CPRA), which expands upon the CCPA and
was passed in the November 3, 2020 election, creates obligations relating to consumer data beginning on January 1, 2022, with implementing regulations expected on or before
July 1, 2022, and enforcement beginning July 1, 2023. The CCPA requires (and the CPRA will require) covered companies to, among other things, provide new disclosures to
California consumers and affords such consumers new privacy rights such as the ability to opt-out of certain sales of personal information, expanded rights to access and require
deletion of their personal information, the ability to opt out of certain personal information sharing, and the ability to receive detailed
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information about how their personal information is collected, used, and shared. The CCPA and the CPRA provide for unlimited civil penalties for violations, as well as a
private right of action for data breaches that is expected to increase data breach litigation. The CCPA may increase our compliance costs and potential liability, particularly in
the event of a data breach. The effects of the CCPA and CPRA are potentially significant and may require us to modify our data collection or processing practices and policies
and to incur substantial costs and expenses in an effort to comply and increase our potential exposure to regulatory enforcement and/or litigation. Any of the foregoing could
materially adversely affect our business, operating results, and financial condition.
Additionally, the CCPA has prompted a number of proposals in the United States for new federal and state-level privacy legislation that, if passed, could increase our
potential liability, increase our compliance costs, and adversely affect our business. Two states have recently passed personal information laws: the Colorado Privacy Act,
which goes into effect on July 1, 2023; and Virginia’s Consumer Data Protection Act, which goes into effect on January 1, 2023. We cannot yet fully predict the impact of the
California or other state/federal legislation or subsequent policy guidance on our business or operations, but it may require us to further modify our data processing practices
and policies and to incur substantial costs and expenses in an effort to comply. Decreased availability and increased costs of information could adversely affect our ability to
meet our agents’ requirements and could have an adverse effect on our business, operating results, and financial condition.
In Europe, the GDPR took effect on May 25, 2018. As a result of our presence in Europe, our contributors and other data subjects in Europe and our service offering in the
European Economic Area (EEA) (which includes the European Union (E.U.) and countries such as Iceland that are not official members of the European Union but due to being
closely linked by economic relationship are required to adopt E.U. legislation regarding the single market), we are subject to the GDPR, which imposes stringent E.U. data
protection requirements (including compliance burdens such as mandating documentation requirements and granting certain privacy rights to individuals to control how we
collect, use, disclose, retain and process information about them), and could increase the risk of non-compliance and the costs of providing our platform in a compliant manner.
A breach of the GDPR could result in regulatory investigations, reputational harm, fines of up to the greater of €20 million or 4% of annual global revenue, and sanctions,
orders to cease or change our processing of our data, enforcement notices, or assessment notices (for a compulsory audit). We may also face civil claims including
representative actions and other class action type litigation (where individuals have suffered harm), potentially amounting to significant compensation or damages liabilities, as
well as associated costs, diversion of internal resources, and reputational harm.
Additionally, the United Kingdom implemented the Data Protection Act, effective in May 2018 and statutorily amended in 2019, that contains provisions, including its
own derogations, for how GDPR is applied in the United Kingdom. From the beginning of 2021 (when the transitional period following Brexit expired), we have to continue to
comply with the GDPR and also the U.K.’s Data Protection Act, with each regime having the ability to fine up to the greater of €20 million (£17 million) or 4% of global
turnover. The relationship between the United Kingdom and the European Union remains uncertain, for example how data transfers between the United Kingdom and the
European Union and other jurisdictions will be treated and the role of the United Kingdom’s supervisory authority. In February 2021, the European Commission proposed to
issue the United Kingdom with an “adequacy” decision to facilitate the continued free flow of personal information from E.U. member states to the United Kingdom; however,
this decision is subject to the review and/or approval of the European Data Protection Board and a committee composed of the representatives of the E.U. Member States. In the
meantime, the United Kingdom remains a “third country” for the purposes of data transfers from the European Union/EEA to the United Kingdom following the expiration of
the four to six-month personal information transfer grace period (from January 1, 2021) set out in the E.U. and U.K. Trade and Cooperation Agreement, unless the adequacy
decision is adopted in favor of the United Kingdom. If an adequacy decision is not favorable, the United Kingdom would remain a “third country.” These changes will lead to
additional costs as we try to ensure compliance with new privacy legislation and will increase our overall risk exposure.
In addition, the GDPR imposes strict rules on the transfer of personal information out of the European Union to a “third country” including the United States. These
obligations may be interpreted and applied in a manner that is inconsistent from one jurisdiction to another and may conflict with other requirements or our practices.
In July 2020, the Court of Justice of the European Union (CJEU) invalidated the European Union-United States (E.U.-U.S.) Privacy Shield (under which personal
information could be transferred from the E.U. to U.S. entities that had self-certified under the Privacy Shield scheme) on the grounds that the Privacy Shield failed to offer
adequate protections to
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E.U. personal information transferred to the United States. As a result, Privacy Shield is no longer a valid mechanism for transferring personal data from the EEA to the United
States. In addition, while the CJEU upheld the adequacy of the standard contractual clauses (a standard form of contract approved by the European Commission as an adequate
personal information transfer mechanism, and potential alternative to the Privacy Shield), it made clear that reliance on them alone may not necessarily be sufficient in all
circumstances. Use of the standard contractual clauses must now be assessed on a case by case basis taking into account the legal regime applicable in the destination country,
in particular applicable surveillance laws and rights of individuals. The use of standard contractual clauses for the transfer of personal information specifically to the United
States remains under review by a number of European data protection supervisory authorities, along with those of some other E.U. member states. German and Irish supervisory
authorities have indicated, and enforced in recent rulings, that the standard contractual clauses alone provide inadequate protection for E.U.-U.S. data transfers. In August 2020,
the U.S. Department of Commerce and the European Commission announced new discussions to evaluate the potential for an enhanced E.U.-U.S. Privacy Shield framework to
comply with the July 2020 judgment of the CJEU. Further, on June 4, 2021, the European Commission finalized new versions of the standard contractual clauses, with the
Implementing Decision in effect since June 27, 2021. Under the Implementing Decision, we will have until December 27, 2022 to update any existing agreements, or any new
agreements executed before September 27, 2021, that rely on standard contractual clauses as the data transfer mechanism. To comply with the Implementing Decision and the
new standard contractual clauses, we may need to implement additional safeguards to further enhance the security of data transferred out of the EEA, which could increase our
compliance costs, expose us to further regulatory scrutiny and liability, and adversely affect our business. The CJEU’s decision, along with the subsequent guidance issued by
the European Data Protection Board in November 2020, and recent statements by E.U. supervisory authorities, and the new versions of the standard contractual clauses, have
led to uncertainty regarding the legality of E.U.-U.S. data flows in general and those conducted under the Privacy Shield in particular.
While we maintain a Privacy Shield certification, we rely on the standard contractual clauses for intercompany data transfers from the EEA to the United States. As
supervisory authorities continue to issue further guidance on personal information transfers out of the EEA, we could suffer additional costs, complaints, or regulatory
investigations or fines, and if we are otherwise unable to transfer personal information between and among countries and regions in which we operate, it could affect the manner
in which we provide our services, the geographical location or segregation of our relevant systems and operations, and could adversely affect our financial results. Our
customers and contributors also request heightened assurances and contractual protection regarding data protection, data processing, data transfers, data segregation,
technological safeguards, and the applicability of certain laws on our business. We cannot yet determine the impact that future laws, regulations, contractual obligations, and
standards may have on our business. Such laws and regulations are often subject to differing interpretations and may be inconsistent among jurisdictions. Further, the
obligations imposed by E.U. data protection and related laws may conflict with the obligations imposed by other legal regimes, such as U.S. laws concerning government access
to data. We may lose certain customers and customer opportunities in Europe, incur substantial expense in complying with the new obligations, be subjected to new and greater
liability and we may be required to make significant changes in our business operations and product development, all of which may adversely affect our revenues and our
business overall.
We are also subject to evolving E.U. privacy laws relating to the use of cookies and e-marketing. In the E.U., regulators increasingly focus on compliance with requirements
in the online behavioral advertising ecosystem, and a E.U. regulation known as the ePrivacy Regulation, which is still being finalized by E.U. member states, will significantly
increase fines for non-compliance once in effect. In the E.U., informed consent, including a prohibition on pre-checked consents and a requirement to ensure separate consents
for each cookie, is required for the placement of a cookie or similar tracking technologies on a customer’s device and for direct electronic marketing. As regulators start to
enforce the strict approach, this could lead to substantial costs, require significant systems changes, limit the effectiveness of our marketing activities, divert the attention of our
technology personnel, negatively impact our efforts to understand customers, adversely affect our margins, increase costs, and subject us to additional liabilities.
As we expand, there is a risk that we may assume liabilities for breaches experienced by the companies we acquire. Despite our efforts to comply with applicable laws,
regulations, and other obligations relating to privacy, data protection, and information security, it is possible that our practices, offerings, or platform could fail, or be alleged to
fail to meet applicable requirements.
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We may be subject to new and existing laws and regulations, both in the United States and internationally.
We are subject to a wide variety of foreign and domestic laws. Laws, regulations, and standards governing issues that may affect us, such as worker classification,
employment, worker health, payments, worker confidentiality obligations and whistleblowing, intellectual property, consumer protection, taxation, privacy, and data security are
often complex and subject to varying interpretations, in many cases due to their lack of specificity, and, as a result, their enforcement and application in practice may change or
develop over time through judicial decisions or as new guidance or interpretations are provided by regulatory and governing bodies, such as federal and state administrative
agencies. Many of these laws were adopted prior to the advent of the Internet, mobile, and related technologies and, as a result, do not contemplate or address the unique issues
of the Internet, mobile, and related technologies. Other laws and regulations may be adopted in response to Internet, mobile, and related technologies. New and existing laws
and regulations (or changes in interpretation of existing laws and regulations), including those concerning worker classification, independent contractors, employment,
discrimination and harassment, payments, whistleblowing and worker confidentiality obligations, intellectual property, consumer protection, taxation, privacy, data security,
benefits, unionizing and collective action, arbitration agreements and class action waiver provisions, unfair competition, terms of service, website accessibility, background
checks (such as the Fair Credit Reporting Act, 15 U.S.C. § 1681), escheatment, and federal contracting may also be adopted, implemented, or interpreted to apply to us or our
contributors. Likewise, these laws may affect our contributors, and uncertainty around their application, may affect demand for our platform.
As our platform’s geographic scope expands, regulatory agencies or courts may claim that we are subject to additional requirements, or are prohibited from conducting our
business in or with certain jurisdictions, either generally or with respect to certain services, or that we are otherwise required to change our business practices. It is also possible
that certain provisions in agreements with our contributors may be found to be unenforceable or not compliant with applicable law.
The level of regulatory scrutiny on larger companies, technology companies in general, and companies engaged in dealings with independent contractors, payments, or
personal information in particular has increased significantly recently and may continue to increase. Legislators have enacted, and may continue to enact, new laws or
regulatory agencies may promulgate new rules or regulations that are adverse to our business or the interests of our customers, or they may view matters or interpret or enforce
laws and regulations differently than they have in the past or in a manner adverse to our business. Such legislative or regulatory scrutiny or action may create or enhance
different or conflicting obligations on us from one jurisdiction to another.
New approaches to policy-making and legislation may also produce unintended harms for our business, which may impact our ability to operate our business in the manner
in which we are accustomed. For example, there has been increased focus on worker classification and independent contractor regulations which led in part to the adoption of
legislation in certain jurisdictions, and it is possible that other jurisdictions will implement similar laws and regulations. There is often uncertainty in the application of worker
classification laws, and consequently there is risk to us that contributors could be deemed to be our employees and therefore are currently misclassified under applicable law. A
misclassification determination, allegation, claim, or audit creates potential exposure for contributors and for us, and such claims could result in monetary damages (including
wage-based damages or restitution, compensatory damages, liquidated damages, and punitive damages), interest, fines, penalties, costs, fees (including attorneys’ fees),
criminal and other liability, assessment, injunctive relief, or settlement. Factors determining whether an individual providing feedback and market research is an employee is a
fact intensive inquiry and the factors for consideration vary by governing law. Laws and regulations that govern the status and classification of workers are also subject to
change as well as to divergent interpretations by various authorities, which can create uncertainty and unpredictability. For example, in California, we are aware of the state
supreme court’s 2018 decision in Dynamex Operations West, Inc. v. Superior Court of Los Angeles, as well as Assembly Bill 5 (AB 5), which went into effect January 1, 2020
and which has the stated purpose of codifying the Dynamex holding. Together, they change the standard in California for determining worker classification and are widely
viewed as expanding the scope of the definition of employee for most purposes under California law. Given the enactment of AB 5, there is little guidance from the courts or the
regulatory authorities charged with its enforcement and there is a significant degree of uncertainty regarding its application. While we believe that our business and our
relationship with our contributors currently fall within an exemption provided by California’s Labor Code Section 2782, which we believe clarifies that AB 5 does not apply to
our contributors, if new amendments or legislation alters this exemption, or similar exemptions are not adopted in other jurisdictions, our business could be adversely impacted.
Worker classification and independent contractor laws and regulations, and any changes to them, may have a far-reaching impact, including on
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contributors, and could negatively impact us and our contributors, or adversely impact our business model and ability to operate our platform.
As we look to expand our international footprint over time, we may become obligated to comply with additional laws and regulations of the countries or markets in which
we operate or have contributors. We may be harmed if we are found to be subject to new or existing laws and regulations or if those laws are interpreted and applied to us in a
manner that harms our business or is inconsistent with the application of U.S. laws, including those concerning worker classification, independent contractors, employment,
payments, whistleblowing and worker confidentiality obligations, laws related to the COVID-19 pandemic, intellectual property, consumer protection, taxation, privacy, data
security, benefits, unionizing and collective action, arbitration agreements and class action waiver provisions, unfair competition, terms of service, website accessibility,
background checks, and escheatment. In addition, contractual provisions that are designed to protect and mitigate against risks, including terms of service, services agreements,
arbitration and class action waiver provisions, disclaimers of warranties, limitations of liabilities, releases of claims, and indemnification provisions, could be deemed
unenforceable as to the application of these laws and regulations by a court, arbitrator, or other decision-making body. If we are unable to comply with these laws and
regulations or manage the complexity of global operations and supporting an international customer base successfully or in a cost-effective manner, our business, operating
results, and financial condition would be adversely affected.
Our success, or perceived success, and increased visibility may also drive some third parties that view our business model to be a threat, or otherwise problematic, to raise
concerns about our business model to local policymakers and regulators. These third parties and their trade association groups or other organizations may take actions and
employ significant resources to shape the legal and regulatory regimes in countries where we have, or may seek to have, a significant number of contributors, in an effort to
change such legal and regulatory regimes in ways intended to adversely affect or impede our business and the ability of customers to utilize our platform.
Failure to comply with anti-corruption and anti-money laundering laws, including the FCPA and similar laws associated with our activities outside of the United States,
could subject us to penalties and other adverse consequences.
We are subject to the FCPA, the UK Bribery Act, and possibly other anti-bribery and anti-money laundering laws in countries in which we conduct activities. We face
significant risks if we fail to comply with the FCPA, the UK Bribery Act and other anti-corruption laws that prohibit companies and their employees and third-party
intermediaries from promising, authorizing, offering, or providing, directly or indirectly, improper payments or benefits to foreign government officials, political parties, and
private-sector recipients for the purpose of obtaining or retaining business, directing business to any person, or securing any advantage. In many foreign countries, particularly in
countries with developing economies, it may be a local custom that businesses engage in practices that are prohibited by the FCPA or other applicable laws and regulations. In
addition, we increasingly use various third parties to sell our platform and conduct our business abroad. We or our third-party intermediaries may have direct or indirect
interactions with officials and employees of government agencies or state-owned or affiliated entities and we can be held liable for the corrupt or other illegal activities of these
third-party intermediaries, our employees, representatives, contractors, partners, and agents, even if we do not explicitly authorize such activities. While our Code of Business
Conduct mandates compliance with anti-corruption laws and regulations, we cannot assure you that all of our employees and agents, as well as those companies to which we
outsource certain of our business operations, will not take actions in violation of our policies and applicable law, for which we may be ultimately held responsible.
Any violation of the FCPA, the UK Bribery Act, other applicable anti-corruption laws, and anti-money laundering laws could result in whistleblower complaints, adverse
media coverage, investigations, loss of export privileges, or severe criminal or civil sanctions, which could have a materially adverse effect on our reputation, business,
operating results, and financial condition. In addition, responding to any enforcement action may result in a significant diversion of management’s attention and resources,
significant defense costs, and other professional fees.
We are required to comply with governmental export control and sanctions laws and regulations. Our failure to comply with these laws and regulations would have an
adverse effect on our business, operating results, and financial condition.
Our platform is subject to governmental, including United States and European Union, export control laws and regulations, and as a U.S. company we are covered by the
U.S. sanctions laws and regulations. U.S. export control and economic sanctions laws and regulations prohibit the shipment of certain products and services to U.S. embargoed
or
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sanctioned countries, governments, and persons, and complying with export control and sanctions regulations for a particular sale may be time-consuming and may result in the
delay or loss of sales opportunities. While we take precautions to prevent our platform from being exported in violation of these laws or engaging in any other activities that are
subject to these regulations, from time to time, we may fail to fully comply with these laws and regulations. For example, in mid-2021, we conducted an internal review of our
compliance with U.S. export control laws and economic sanctions and in connection with our review, we identified that our platform may have been used by two parties in Iran,
which is an embargoed country. Based on our preliminary findings, these parties signed up for a free trial of our platform and did not make payment to us. In addition, as part of
our internal review, we identified a limited number of participant accounts that represented themselves as residing in non-embargoed countries but may have accessed our
platform from embargoed countries. Certain of these participants performed tests and received small amounts of payments, in accordance with our standard payment practices,
associated with those tests. In July 2021, we submitted a voluntary disclosure to the Office of Foreign Assets Control related to these parties’ use of our platform. Although we
have implemented, and are working to implement additional controls and screening tools designed to prevent similar activity from occurring in the future, there is no guarantee
that our platform will not be accessed by additional individuals, entities, or governments prohibited by U.S. or foreign sanctions in the future. If we are found to have failed to
comply with U.S. export laws, U.S. Customs regulations and import regulations, U.S. economic sanctions, and other countries’ import and export laws, we could be subject to
substantial civil and criminal penalties, including fines for the company, incarceration for responsible employees and managers, and the possible loss of export or import
privileges as well as incur reputational harm.
We incorporate encryption technology into certain of our products and certain encryption products may be exported outside of the United States only by a license or a
license exception. In addition, various countries regulate the import of certain encryption technology, including import permitting and licensing requirements, and have enacted
laws that could limit our ability to distribute our products or could limit our customers’ ability to deploy our products in those countries. Although we take precautions to
prevent our platform from being provided in violation of such laws, we cannot assure you that inadvertent violations of such laws have not occurred or will not occur in
connection with the distribution of our platform despite the precautions we take. Governmental regulation of encryption technology and regulation of imports or exports, or our
failure to obtain required import or export approval for our platform, could harm our international sales and adversely affect our operating results.
Further, if our partners fail to obtain required import, export, or re-export licenses or permits, we may also be harmed, become the subject of government investigations or
penalties, and incur reputational harm. Changes in our platform or changes in export and import regulations may create delays in the introduction of our platform in international
markets, prevent our customers with international operations from deploying our platform globally or, in some cases, prevent the export or import of our platform to certain
countries, governments, or persons altogether. Any change in export or import laws or regulations, economic sanctions, or related legislation, shift in the enforcement or scope
of existing laws and regulations, or change in the countries, governments, persons, or technologies targeted by such laws and regulations, could result in decreased use of our
platform by, or in our decreased ability to export or sell our platform to, existing or potential customers with international operations. Any decreased use of our platform or
limitation on our ability to export or sell our platform would likely adversely impact our business, operating results, and financial condition.
Risks Related to Financial and Accounting Matters
We may be unable to integrate acquired businesses and technologies successfully or to achieve the expected benefits of such acquisitions. We may acquire or invest in
additional companies, which may divert our management’s attention, result in additional dilution to our stockholders, and consume resources that are necessary to sustain
our business.
Our business strategy may, from time to time, include acquiring other complementary products, technologies, or businesses. An acquisition, investment, or business
relationship may result in unforeseen operating difficulties and expenditures. In particular, we may encounter difficulties assimilating or integrating the businesses, technologies,
products, personnel, or operations of the acquired companies, particularly if the key personnel of the acquired companies choose not to work for us, if an acquired company’s
software is not easily adapted to work with ours, or if we have difficulty retaining the customers of any acquired business due to changes in management or otherwise.
Acquisitions may also disrupt our business, divert our resources, and require significant management attention that would otherwise be available for development of our
business. Moreover, the anticipated benefits of any acquisition, investment, or business relationship may not be realized or we may be exposed to unknown liabilities.
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We may in the future seek to acquire or invest in additional businesses, products, technologies, or other assets. We also may enter into relationships with other businesses to
expand our products and services or our ability to provide our products and services in foreign jurisdictions, which could involve preferred or exclusive licenses, additional
channels of distribution, discount pricing, or investments in other companies. Negotiating these transactions can be time consuming, difficult, and expensive, and our ability to
close these transactions may often be subject to approvals that are beyond our control. Consequently, these transactions, even if undertaken and announced, may not close. For
one or more of those transactions, we may:
•

issue additional equity securities that would dilute our stockholders;

•

use cash that we may need in the future to operate our business;

•

incur debt on terms unfavorable to us or that we are unable to repay;

•

incur large charges or substantial liabilities;

•

encounter difficulties retaining key employees of the acquired company or integrating diverse software codes or business cultures; and

•

become subject to adverse tax consequences, substantial depreciation, or deferred compensation charges.

Any of these risks could adversely impact our business and operating results.
Changes in our effective tax rate could impact our financial results. Our business and financial condition could be materially affected by the enactment of legislation
implementing changes in the U.S. or foreign taxation of international business activities or the adoption of other tax reform policies.
We are subject to income taxes in the United States and certain foreign jurisdictions. We believe that our provision for income taxes is reasonable, but the ultimate tax
outcome may differ from the amounts recorded in our consolidated financial statements and may materially affect our financial results in the period or periods in which such
outcome is determined. Our effective tax rate could be adversely affected by changes in the mix of earnings and losses in countries with differing statutory tax rates, certain nondeductible expenses, and the valuation of deferred tax assets. Increases in our effective tax rate would reduce profitability or increase losses. As we expand the scale of our
domestic and international business activities, any changes in U.S. federal, state, local or foreign tax laws or tax rulings of such activities may increase our worldwide effective
tax rate and harm our financial results.
In addition, changes in tax laws and regulations in federal, state, local, and foreign jurisdictions could have material adverse impacts on our business, cash flows, operating
results, or financial condition, and could materially affect our tax obligations and effective tax rate. For example, U.S. tax legislation enacted on December 22, 2017, informally
titled the Tax Cuts and Jobs Act (the Tax Cuts and Jobs Act), significantly reformed the Internal Revenue Code of 1986, as amended (the Code). This legislation, among other
things, includes changes to U.S. federal tax rates, imposes significant additional limitations on the deductibility of interest and the use of net operating losses (NOLs) generated
in tax years beginning after December 31, 2017, allows for the expensing of capital expenditures and puts into effect the migration from a “worldwide” system of taxation to a
“territorial system.” The Tax Cuts and Jobs Act is unclear in many respects and could be subject to potential amendments and technical corrections, as well as interpretations
and implementing regulations by the Treasury and the Internal Revenue Service, any of which could lessen or increase certain adverse impacts of the legislation. As we
maintain a full valuation allowance against our U.S. federal and state NOL carryforwards, these changes did not impact our consolidated balance sheet as of September 30,
2022. However, in future years, if a deferred tax asset is recognized related to our NOL carryforwards, the changes in the carryforward/carryback periods as well as the new
limitation on use of NOL carryforwards may significantly impact our valuation allowance assessments for NOL carryforwards generated after December 31, 2017. In addition,
it is unclear how these U.S. federal income tax changes will affect state and local taxation, which often uses federal taxable income as a starting point for computing state and
local tax liabilities. Also, governments in certain countries where we do business have enacted legislation in response to the COVID-19 pandemic, including the Coronavirus
Aid, Relief, and Economic Security Act enacted by the United States on March 27, 2020. The legislative developments did not have a material impact on our provision for
income taxes for the three and nine months ended September 30, 2022 and 2021. Additionally, the Inflation Reduction Act of 2022, enacted on August 16, 2022, further
amended federal tax code, imposing a 15% minimum tax on “adjusted financial statement income” of certain corporations as well as an excise tax on the repurchase or
redemption of stock by certain corporations, beginning in the 2023 tax year.
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The various provisions of the Inflation Reduction Act of 2022 do not have a material impact on our consolidated financial statements.
Our ability to use our net operating losses to offset future taxable income may be subject to certain limitations which could subject our business to higher tax liability.
As of December 31, 2021, we had U.S. federal NOL carryforwards of approximately $174.5 million and state NOL carryforwards of approximately $102.4 million
available to offset future taxable income. Our federal and state NOL carryforwards will begin to expire in 2028 and 2029, respectively, if not utilized. Our federal NOL
carryforwards of $104.1 million generated after December 31, 2017 can be carried forward indefinitely, with utilization limited to 80% of our taxable income beginning after
January 1, 2021. Realization of these NOL carryforwards depends on future taxable income beginning after December 31, 2021, and there is a risk that our existing
carryforwards could expire unused and be unavailable to offset future taxable income, which could materially and adversely affect our operating results.
Under Sections 382 and 383 of the Code, a corporation that undergoes an “ownership change” is subject to limitations on its ability to utilize its pre-change NOL
carryforwards and tax attributes to offset future taxable income or tax liabilities. Similar rules may apply under state tax laws. If finalized, Treasury Regulations currently
proposed under Section 382 of the Code may impose stricter limitations than would be imposed under current law on our ability to utilize our pre-change NOL carryforwards or
credits if we undergo a future ownership change. We have completed an analysis of Section 382 ownership changes in our stock through December 31, 2021 and have
concluded that we have experienced ownership changes that have resulted in limitations in our ability to use certain of our NOL carryforwards and tax credit carryforwards. In
addition, we may experience ownership changes as a result of future offerings or other changes in the ownership of our stock, some of which are beyond our control. As a result,
the amount of the NOL carryforwards and tax credit carryforwards presented in our financial statements could be limited and, in the case of NOL carryforwards generated in
2014 and prior years, may expire unused. Any such material limitation or expiration of our NOL carryforwards may harm our future operating results by effectively increasing
our future tax obligations. There is also a risk that due to changes in tax law or regulatory changes, such as suspensions on the use of NOL carryforwards or other unforeseen
reasons, our existing NOL carryforwards could expire or otherwise be unavailable to offset future U.S. federal and state taxable income. For these reasons, we may not be able
to utilize some portion of our NOL carryforwards even if we attain profitability.
The applicability of sales, use, and other tax laws or regulations on our business is uncertain. Adverse tax laws or regulations could be enacted or existing laws could be
applied to us or our customers, which could subject us to additional tax liability and related interest and penalties, increase the costs of our services and adversely impact
our business.
The application of U.S. federal, state, local, and foreign tax laws to services provided electronically is evolving. New income, sales, use, value-added, or other tax laws,
statutes, rules, regulations, or ordinances could be enacted at any time (possibly with retroactive effect), and could be applied solely or disproportionately to services provided
over the Internet or could otherwise materially affect our financial position and operating results. Many countries in the European Union, as well as a number of other countries
and organizations such as the Organization for Economic Cooperation and Development, have recently proposed or recommended changes to existing tax laws or have enacted
new laws that could impact our tax obligations.
After the U.S. Supreme Court decision in South Dakota v. Wayfair Inc. in 2018, many states have enacted laws that would require tax reporting, collection, or tax
remittance on items sold online. States, localities, the U.S. federal government or other countries may seek to impose additional reporting, record-keeping and/or indirect tax
collection obligations on our businesses. New legislation could require us to incur substantial costs, including costs associated with tax calculation, collection and remittance,
and audit requirements, and could adversely affect our business, operating results, and financial condition.
We also have been and may in the future be subject to additional tax liabilities and related interest and penalties due to changes in indirect and non-income based taxes
resulting from changes in U.S. federal, state, local or foreign tax laws, changes in taxing jurisdictions and administrative interpretations, decisions, policies and positions, result
of tax examinations, settlements or judicial decisions, changes in accounting principles, changes to the business operations, as well as evaluation of new information that results
in a change to a tax position taken in prior periods. It is possible that one or more states could seek to impose sales, use, or other tax collection obligations on us with regard to
sales or orders on our
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business platform. These taxes may be applicable to past sales. A successful assertion by a taxing authority that we should be collecting additional sales, use or other taxes or
remitting such taxes directly to states could result in substantial tax liabilities for past sales and additional administrative expenses, which could seriously harm our business,
operating results, and financial condition. Although we have reserved for potential payments of possible past tax liabilities in our financial statements, if these liabilities exceed
such reserves, our financial condition will be adversely impacted.
Certain of our operating results and financial metrics may be difficult to predict as a result of seasonality.
Although we have not historically experienced significant seasonality with respect to our revenue throughout the year, we have seen seasonality in our sales cycle and our
fourth quarter has historically been our strongest quarter. We believe that this results in part from the procurement, budgeting, and deployment cycles of many of our customers.
We generally expect a relative increase in sales in the second half of each year as budgets of our customers for annual capital purchases are being fully utilized. We may be
affected by seasonal trends in the future, particularly as our business matures. Such seasonality may result from a number of factors, including a slowdown in our customers’
procurement process during certain times of the year, both domestically and internationally, and customers choosing to spend remaining budgets shortly before the end of their
fiscal years. These effects may become more pronounced as we target larger organizations and their larger budgets for sales of subscriptions to our platform. Additionally, this
seasonality may be reflected to a much lesser extent, and sometimes may not be immediately apparent, in our revenue, due to the fact that we recognize subscription revenue
over the term of the applicable subscription agreement. In addition, our ability to record professional services revenue can potentially vary based on the number of billable days
in the given quarter, which is impacted by holidays and vacations. To the extent we experience this seasonality, it may cause fluctuations in our operating results and financial
metrics and make forecasting our future operating results and financial metrics more difficult.
We may need to raise additional capital required to grow our business, and we may not be able to raise capital on terms favorable to us or at all.
In order to support our growth and respond to business challenges, such as developing new features or enhancements to our platform to stay competitive, acquiring new
technologies, and improving our infrastructure, we have made significant financial investments in our business, and we intend to continue to make such investments. As a result,
we may need to engage in equity or debt financings to provide the funds required for these investments and other business endeavors. If we need to access the capital markets,
there can be no assurance that financing may be available on attractive terms, if at all, as a result of general macroeconomic conditions, including rising interest rates and
inflation. If we raise additional funds through equity or convertible debt issuances, our existing stockholders may suffer significant dilution, and these securities could have
rights, preferences, and privileges that are superior to that of holders of our common stock. If we obtain additional funds through debt financing, we may not be able to obtain
such financing on terms favorable to us. Such terms may involve restrictive covenants making it difficult to engage in capital raising activities and pursue business opportunities,
including potential acquisitions. If we are unable to obtain adequate financing or financing on terms satisfactory to us when we require it, our ability to continue to support our
business growth and to respond to business challenges could be significantly impaired and our business may be adversely affected, requiring us to delay, reduce, or eliminate
some or all of our operations.
We incur significant costs as a result of operating as a public company, and our management and other personnel devote substantial time to compliance with our public
company responsibilities and corporate governance practices.
We incur significant legal, accounting, compliance and other expenses as a public company that we did not incur as a private company and these expenses will increase
even more after we are no longer an “emerging growth company.” As a public company, we are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley
Act, the Dodd-Frank Wall Street Reform and Consumer Protection Act, as well as rules adopted, and to be adopted, by the SEC and the New York Stock Exchange (NYSE).
Our management and other personnel devote a substantial amount of time to these compliance initiatives and these rules and regulations substantially increase our legal and
financial compliance costs and make some activities more time-consuming and costly. We cannot predict or estimate the amount or timing of additional costs we may incur to
respond to these requirements. The impact of these requirements could also make it more difficult for us to attract and retain qualified persons to serve on our board of directors,
our board committees, or as executive officers.
If our efforts to comply with new laws, regulations and standards differ from the activities intended by regulatory or governing bodies due to ambiguities related to practice,
regulatory authorities may initiate legal proceedings against us, and
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our business may be harmed. In connection with our IPO, we increased our directors’ and officers’ insurance coverage, which increased our insurance related costs. Moreover,
in the future, it may be more difficult and more expensive for us to obtain director and officer liability insurance and we may be forced to accept reduced policy limits or incur
substantially higher costs to maintain the same or similar coverage. These factors could also make it more difficult for us to attract and retain qualified persons to serve on our
board of directors, our board committees, or as executive officers.
Additionally, as a result of disclosure of information in filings required of a public company, our business and financial condition is more visible, which we believe may
result in threatened or actual litigation, including by competitors and other third parties. If such claims are successful, our business and operating results could be adversely
affected, and even if the claims do not result in litigation or are resolved in our favor, these claims, and the time and resources necessary to resolve them, could divert the
resources of our management and adversely affect our business and operating results.
Further, as a result of our disclosure obligations as a public company, we have reduced flexibility and are under pressure to focus on short-term results, which may
adversely affect our ability to achieve long-term profitability.
If we fail to maintain proper and effective internal controls over financial reporting our ability to produce accurate and timely financial statements could be impaired.
Pursuant to Section 404 of the Sarbanes-Oxley Act, our management will be required to report upon the effectiveness of our internal control over financial reporting
beginning with the annual report for our fiscal year ending December 31, 2022. When we lose our status as an “emerging growth company” and become an “accelerated filer”
or a “large accelerated filer,” our independent registered public accounting firm will be required to attest to the effectiveness of our internal control over financial reporting. The
rules governing the standards that must be met for management to assess our internal control over financial reporting are complex and require significant documentation,
testing, and possible remediation. To achieve compliance with Section 404 within the prescribed period, we will be engaged in a process to document and evaluate our internal
control over financial reporting, which is both costly and challenging. In this regard, we will need to continue to dedicate internal resources, potentially engage outside
consultants and adopt a detailed work plan to assess and document the adequacy of internal control over financial reporting, continue steps to improve control processes as
appropriate, validate through testing that controls are functioning as documented and implement a continuous reporting and improvement process for internal control over
financial reporting. This process will be time-consuming, costly, and complicated.
We have experienced control deficiencies and may experience control deficiencies, including material weaknesses in our internal control over financial reporting, in the
future. Any failure to maintain internal control over financial reporting could severely inhibit our ability to accurately report our financial condition, operating results, or cash
flows.
If we are unable to conclude that our internal control over financial reporting is effective, or if our independent registered public accounting firm determines we have a
material weakness in our internal control over financial reporting, investors may lose confidence in the accuracy and completeness of our financial reports, the market price of
our common stock could decline, and we could be subject to sanctions or investigations by the NYSE, the SEC, or other regulatory authorities. Failure to remedy any material
weakness in our internal control over financial reporting, or to implement or maintain other effective control systems required of public companies, could also restrict our future
access to the capital markets.
We are an “emerging growth company” and the reduced reporting requirements applicable to emerging growth companies may make our common stock less attractive to
investors.
We are an “emerging growth company” as defined in the JOBS Act. For as long as we continue to be an emerging growth company, we may take advantage of exemptions
from various reporting requirements that are applicable to other public companies that are not emerging growth companies, including (i) not being required to comply with the
auditor attestation requirements of the Sarbanes-Oxley Act, (ii) reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements
and (iii) exemptions from the requirements of holding nonbinding advisory stockholder votes on executive compensation and stockholder approval of any golden parachute
payments not approved previously.
We could be an emerging growth company for up to five fiscal years after our IPO; provided, however, certain circumstances could cause us to lose that status earlier,
including if we are deemed to be a “large accelerated filer,” which
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occurs when the market value of our common stock that is held by non-affiliates equals or exceeds $700 million, if we have total annual gross revenue of $1.07 billion or more,
or if we issue more than $1.0 billion in non-convertible debt during any three-year period before that time.
Under the JOBS Act, emerging growth companies can also delay adopting new or revised accounting standards until such time as those standards apply to private
companies. We have elected to take advantage of the benefits of this extended transition period. Our financial statements may therefore not be comparable to those of
companies that comply with such new or revised accounting standards. Until the date that we are no longer an “emerging growth company” or affirmatively and irrevocably opt
out of the exemption provided by Section 7(a)(2)(B) of the Securities Act, upon issuance of a new or revised accounting standard that applies to our financial statements and that
has a different effective date for public and private companies, we will disclose the date on which adoption is required for non-emerging growth companies and the date on
which we will adopt the recently issued accounting standard.
If currency exchange rates fluctuate substantially in the future, our operating results, which are reported in U.S. dollars, could be adversely affected.
As we continue to expand our international operations, we become more exposed to the effects of fluctuations in currency exchange rates. Although we expect an
increasing number of sales contracts to be denominated in currencies other than the U.S. dollar in the future, the majority of our sales contracts have historically been
denominated in U.S. dollars, and therefore, most of our revenue has not been subject to foreign currency risk. However, a strengthening of the U.S. dollar could increase the real
cost of our platform to our customers outside of the United States, which could adversely affect our business, operating results, financial condition, and cash flows. In addition,
we incur expenses for employee compensation and other operating expenses at our non-U.S. locations in the local currency. Fluctuations in the exchange rates between the U.S.
dollar and other currencies could result in the dollar equivalent of such expenses being higher. This could have a negative impact on our operating results. Although we may in
the future decide to undertake foreign exchange hedging transactions to cover a portion of our foreign currency exchange exposure, we currently do not hedge our exposure to
foreign currency exchange risks.
Our reported financial results may be adversely affected by changes in accounting principles generally accepted in the United States.
GAAP financial measures are subject to interpretation by the FASB, the SEC, and various bodies formed to promulgate and interpret appropriate accounting principles. A
change in these principles or interpretations could have a significant effect on our reported financial results, and could affect the reporting of transactions completed before the
announcement of a change.
Risks Related to Ownership of Our Common Stock
The market price of our common stock could be volatile, and you could lose all or part of your investment.
Technology stocks have historically experienced high levels of volatility. The market price of our common stock may fluctuate substantially depending on a number of
factors, including those described in this “Risk Factors” section, many of which are beyond our control and may not be related to our operating performance. These fluctuations
could cause you to lose all or part of your investment in our common stock. Factors that could cause fluctuations in the trading price of our common stock include the following:
•

price and volume fluctuations in the overall stock market from time to time;

•

general economic conditions and trends, including inflation or fluctuating interest rates;

•

announcements of new products, platforms or technologies, commercial relationships, acquisitions or other events by us or our competitors;

•

failure of securities analysts to initiate or maintain coverage of us, changes in financial estimates by any securities analysts who follow our company, or our failure to
meet these estimates or the expectations of investors;

•

changes in how organizations perceive the benefits of our platform and products;

•

recruitment or departures of key personnel;
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•

the public’s reaction to our press releases, other public announcements, and filings with the SEC;

•

fluctuations in the trading volume of our shares or the size of our public float, including in connection with an acquisition;

•

sales of large blocks of our common stock;

•

actual or anticipated changes or fluctuations in our operating results;

•

whether our operating results meet the expectations of securities analysts or investors;

•

changes in actual or future expectations of investors or securities analysts;

•

actual or perceived significant data breach involving our platform;

•

litigation involving us, our industry or both;

•

governmental or regulatory actions or audits;

•

regulatory developments and new laws in the United States, foreign countries, or both;

•

general political conditions and trends, political instability and acts of war or terrorism, including the ongoing conflict between Russia and Ukraine;

•

public health crises and related measures to protect the public health (such as the COVID-19 pandemic);

•

major catastrophic events in our domestic and foreign markets;

•

changes in accounting standards, policies, guidelines, interpretations, or principles; and

•

“flash crashes,” “freeze flashes,” or other glitches that disrupt trading on the securities exchange on which we are listed.

In addition, if the market for technology stocks or the stock market in general experiences a loss of investor confidence, the trading price of our common stock could
decline for reasons unrelated to our business, operating results, or financial condition. The trading price of our common stock might also decline in reaction to events that affect
other companies in our industry even if these events do not directly affect us. In the past, following periods of volatility in the trading price of a company’s securities, securities
class action litigation has often been brought against that company. If the market price of our common stock is volatile, we may become the target of securities litigation.
Securities litigation could result in substantial costs and divert our management’s attention and resources from our business. This could have an adverse effect on our business,
operating results, and financial condition.
Sales of a substantial number of shares of our common stock in the public market, or the perception that these sales might occur, could cause the market price of our
common stock to decline.
Sales of a substantial number of shares of our common stock in the public market or the perception that these sales might occur, could depress the market price of our
common stock and could impair our ability to raise capital through the sale of additional equity securities. We are unable to predict the effect that such sales may have on the
prevailing market price of our common stock.
All of our directors and officers and the holders of substantially all of our common stock and securities convertible into or exercisable or exchangeable for our common
stock were subject to lock-up agreements entered into in connection with our IPO that restricted their ability to transfer shares of our common stock, subject to specific
exceptions, until the expiration of the lock-up agreement period. All of our outstanding shares of common stock, other than those sold in our IPO which were already freely
tradable, became eligible for sale on May 6, 2022, upon expiration of this lock-up period, except for any shares held by our affiliates which may only be sold in accordance with
Rule 144 under the Securities Act.
In addition, there were 19,944,066 shares of common stock issuable upon the exercise of stock options outstanding and 6,077,298 shares subject to RSUs as of
September 30, 2022. We have filed a registration statement to register shares
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reserved for future issuance under our equity compensation plans. The shares of common stock will become eligible for sale in the public market to the extent such options are
exercised, subject to compliance with applicable securities laws.
Moreover, certain holders of our common stock have rights, subject to some conditions, to require us to file registration statements covering the sale of their shares or to
include their shares in registration statements that we may file for ourselves or other stockholders.
We may also issue our shares of common stock or securities convertible into shares of our common stock from time to time in connection with a financing, acquisition,
investments, or otherwise. We also expect to grant equity awards to employees, directors, and consultants under our equity incentive plans. Any such issuances could result in
substantial dilution to our existing stockholders and cause the market price of our common stock to decline.
If securities or industry analysts do not publish research or publish unfavorable or inaccurate research about our business, our stock price and trading volume could
decline.
Our stock price and trading volume is heavily influenced by the way analysts and investors interpret our financial information and other disclosures. We do not have
control over these analysts. If securities analysts or industry analysts cease coverage of us, our stock price could be negatively affected. If securities or industry analysts do not
publish research or reports about our business, downgrade our common stock, or publish negative reports about our business, our stock price would likely decline. If one or
more of these analysts cease coverage of us or fail to publish reports on us regularly, demand for our common stock could decrease, which might cause our stock price to
decline and could decrease the trading volume of our common stock.
We do not intend to pay dividends for the foreseeable future.
We have never declared or paid any cash dividends on our common stock and do not intend to pay any cash dividends in the foreseeable future. We anticipate that for the
foreseeable future we will retain all of our future earnings for use in the development of our business and for general corporate purposes. Any determination to pay dividends in
the future will be at the discretion of our board of directors. Accordingly, investors must rely on sales of their common stock after price appreciation, which may never occur, as
the only way to realize any future gains on their investments.
Anti-takeover provisions in our charter documents and under Delaware law could prevent or delay an acquisition of us, which may be beneficial to our stockholders, and
may prevent attempts by our stockholders to replace or remove our current management.
Our restated certificate of incorporation and our restated bylaws contain provisions that could delay or prevent a change in control of our company. These provisions could
also make it difficult for stockholders to elect directors who are not nominated by current members of our board of directors or take other corporate actions, including effecting
changes in our management. These provisions:
•

establish a classified board of directors so that not all members of our board are elected at one time;

•

permit only the board of directors to establish the number of directors and fill vacancies on the board;

•

provide that directors may only be removed “for cause” and only with the approval of two-thirds of our stockholders;

•

require super-majority voting to amend some provisions in our restated certificate of incorporation and restated bylaws;

•

authorize the issuance of “blank check” preferred stock that our board could use to implement a stockholder rights plan;

•

eliminate the ability of our stockholders to call special meetings of stockholders;

•

prohibit stockholder action by written consent, which requires all stockholder actions to be taken at a meeting of our stockholders;

•

prohibit cumulative voting; and
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•

establish advance notice requirements for nominations for election to our board or for proposing matters that can be acted upon by stockholders at annual stockholder
meetings.

In addition, Section 203 of the Delaware General Corporation Law (DGCL) may discourage, delay, or prevent a change in control of our company. Section 203 imposes
certain restrictions on mergers, business combinations and other transactions between us and holders of 15% or more of our common stock.
Our restated certificate of incorporation contains an exclusive forum provision for certain claims, which could limit our stockholders’ ability to obtain a favorable judicial
forum for disputes with us or our directors, officers, or employees.
Our restated certificate of incorporation provides, to the fullest extent permitted by law, that the Court of Chancery of the State of Delaware is the exclusive forum for any
derivative action or proceeding brought on our behalf, any action asserting a breach of fiduciary duty, any action asserting a claim against us arising pursuant to the DGCL, our
restated certificate of incorporation, or our restated bylaws, or any action asserting a claim against us that is governed by the internal affairs doctrine.
Moreover, Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts over all claims brought to enforce any duty or liability created by the
Securities Act or the rules and regulations thereunder. Our restated certificate of incorporation provides that the federal district courts of the United States will, to the fullest
extent permitted by law, be the exclusive forum for resolving any complaint asserting a cause of action arising under the Securities Act (Federal Forum Provision). Our decision
to adopt a Federal Forum Provision followed a decision by the Supreme Court of the State of Delaware holding that such provisions are facially valid under Delaware law.
While there can be no assurance that federal or state courts will follow the holding of the Delaware Supreme Court or determine that the Federal Forum Provision should be
enforced in a particular case, application of the Federal Forum Provision means that suits brought by our stockholders to enforce any duty or liability created by the Securities
Act must be brought in federal court and cannot be brought in state court.
Section 27 of the Exchange Act creates exclusive federal jurisdiction over all claims brought to enforce any duty or liability created by the Exchange Act or the rules and
regulations thereunder. In addition, the Federal Forum Provision applies to suits brought to enforce any duty or liability created by the Exchange Act. Accordingly, actions by
our stockholders to enforce any duty or liability created by the Exchange Act or the rules and regulations thereunder must be brought in federal court.
Our stockholders will not be deemed to have waived our compliance with the federal securities laws and the regulations promulgated thereunder.
Any person or entity purchasing or otherwise acquiring or holding any interest in any of our securities shall be deemed to have notice of and consented to our exclusive
forum provisions, including the Federal Forum Provision. These provisions may limit a stockholders’ ability to bring a claim in a judicial forum of their choosing for disputes
with us or our directors, officers, or employees, which may discourage lawsuits against us and our directors, officers, and employees. Alternatively, if a court were to find the
choice of forum provision contained in our restated certificate of incorporation or restated bylaws to be inapplicable or unenforceable in an action, we may incur additional costs
associated with resolving such action in other jurisdictions, which could harm our business, operating results, and financial condition.
General Risk Factors
The COVID-19 pandemic could adversely affect our business, operating results, and financial condition.
The COVID-19 pandemic has caused general business disruption worldwide beginning in January 2020. The full extent to which the COVID-19 pandemic will directly or
indirectly impact our business, operating results, cash flows, and financial condition will depend on future developments that are highly uncertain and cannot be accurately
predicted.
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While we have not experienced a material impact to our business to date as a result of the COVID-19 pandemic, we do not yet know the full extent of potential impacts on
our business, operations, or on the global economy as a whole, particularly if the COVID-19 pandemic continues and persists for an extended period of time. Potential impacts
include:
•

our customer prospects and our existing customers may experience slowdowns in their businesses, which in turn may result in reduced demand for our platform,
lengthening of sales cycles, loss of customers, and difficulties in collections;

•

we have implemented a flexible hybrid working model, whereby we allow our employees to choose to work either remotely or in person, with all in-person events
remaining voluntary, resulting in a substantial majority of our employees working from home;

•

we continue to incur fixed costs, particularly for real estate, and are deriving reduced or no benefit from those costs;

•

we may continue to experience disruptions to our growth planning, such as for facilities and international expansion;

•

we anticipate continuing to incur costs in returning to work from our facilities around the world, including changes to the workplace, such as space planning, food
service, and amenities;

•

we may be subject to legal liability for safe workplace claims;

•

we may be subject to tax or other liabilities associated with employees working in jurisdictions other than the locations in which they were hired;

•

our critical vendors could go out of business; and

•

our marketing, sales, and support organizations are accustomed to extensive face-to-face customer and partner interactions, and our ability to conduct business is largely
unproven.

Any of the foregoing could adversely affect our business, operating results, and financial condition.
Our business is subject to the risks of earthquakes, fire, floods, public health crises, and other natural catastrophes and to interruption by man-made problems such as
power disruptions, computer viruses, data security breaches, or other incidents or terrorism.
Our corporate headquarters are located in the San Francisco Bay Area and we operate or utilize data centers that are located in North America and Europe. Additionally, we
rely on our network and third-party infrastructure, enterprise applications, internal technology systems, and our website for our development, marketing, operational support,
hosted services, and sales activities. The west coast of the United States, where our corporate headquarters are located, contains active earthquake zones and have been subject
to numerous devastating wildfires and associated electrical blackouts. In the event of a catastrophic event, including a natural disaster such as an earthquake, hurricane, fire,
flood, tsunami, or tornado, or other catastrophic event such as power loss, telecommunications failure, software or hardware malfunction, cyber-attack, war, terrorist attack, or
incident of mass violence in the San Francisco Bay Area or elsewhere where our operations or data centers are located or where certain other systems and applications that we
rely on are hosted, we may be unable to continue our operations and may endure significant system interruptions, reputational harm, delays in our application development,
lengthy interruptions in our platform, breaches of data security, and loss of critical data, all of which could have an adverse effect on our future operating results. In addition,
natural disasters, the effects of climate change, cyber-attacks, acts of terrorism and war, including the ongoing conflict between Russia and Ukraine, public health crises, such as
pandemics and epidemics, or other catastrophic events could cause disruptions in our or our customers’ businesses, national economies, or the world economy as a whole.
Investors’ expectations of our performance relating to environmental, social, and governance factors may impose additional costs and expose us to new risks.
There is an increasing focus from certain investors, employees, and other stakeholders concerning corporate responsibility, specifically related to environmental, social, and
governance factors. Some investors may use these factors to guide their investment strategies and, in some cases, may choose not to invest in us if they believe our policies
relating to
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corporate responsibility are inadequate. Third-party providers of corporate responsibility ratings and reports on companies have increased to meet growing investor demand for
measurement of corporate responsibility performance. The criteria by which companies’ corporate responsibility practices are assessed may change, which could result in greater
expectations of us and cause us to undertake costly initiatives to satisfy such new criteria. If we elect not to or are unable to satisfy such new criteria, investors may conclude that
our policies with respect to corporate responsibility are inadequate. We may face reputational damage in the event that our corporate responsibility procedures or standards do
not meet the standards set by various constituencies.
Furthermore, if our competitors’ corporate responsibility performance is perceived to be greater than ours, potential or current investors may elect to invest with our
competitors instead. In addition, in the event that we communicate certain initiatives and goals regarding environmental, social and governance matters, we could fail, or be
perceived to fail, in our achievement of such initiatives or goals, or we could be criticized for the scope of such initiatives or goals. If we fail to satisfy the expectations of
investors, employees, and other stakeholders, or, if our initiatives are not executed as planned, our reputation and business, operating results, and financial condition could be
adversely impacted.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Recent Sales of Unregistered Equity Securities
None.
Use of Proceeds
On November 19, 2021, we closed our IPO in which we sold 10,000,000 shares of our common stock at a public offering price of $14.00 per share. We raised $124.1
million in net proceeds after deducting underwriting discounts and commissions of $9.8 million and offering costs of $6.1 million. All of the shares issued and sold in our IPO
were registered under the Securities Act pursuant to a registration statement on Form S-1 (File No. 333-260224), which was declared effective by the SEC on November 16,
2021. We incurred offering expenses, net of reimbursement received from underwriters, of approximately $6.2 million in connection with the IPO, of which $0.1 million was
paid in the first quarter of 2022.
There has been no material change in the planned use of proceeds from our IPO as described in our final prospectus for our IPO dated as of November 16, 2021 and filed
with the SEC pursuant to Rule 424(b)(4) on November 17, 2021.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
None.
Item 5. Other Information
None.
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Item 6. Exhibits
Exhibit
Number

Description of Document

Form

File No.

Exhibit

Filing Date

2.1

Agreement and Plan of Merger, dated as of October 26, 2022, by and among
UserTesting, Inc., Thunder Holdings, LLC and Thunder Merger Sub, Inc.

8-K

001-41049

2.1

10/27/2022

3.1

Restated Certificate of Incorporation.

10-K

001-41049

3.1

3/4/2022

3.2

Restated Bylaws.

10-K

001-41049

3.2

3/4/2022

4.1

Form of Common Stock certificate.

S-1/A

333-260224

4.1

11/8/2021

31.1

Certification of Principal Executive Officer pursuant to Exchange Act Rules
13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of the SarbanesOxley Act of 2002.

X

31.2

Certification of Principal Financial Officer pursuant to Exchange Act Rules
13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of the SarbanesOxley Act of 2002.

X

32.1*

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

X

32.2*

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

X

101.INS

Inline XBRL Instance Document - the instance document does not appear in the
Interactive Data File because its XBRL tags are embedded within the Inline
XBRL document.

X

101.SCH

Inline XBRL Taxonomy Extension Schema Document.

X

101.CAL

Inline XBRL Taxonomy Extension Calculation Linkbase Document.

X

101.DEF

Inline XBRL Taxonomy Extension Definition Linkbase Document.

X

101.LAB

Inline XBRL Taxonomy Extension Label Linkbase Document.

X

101.PRE

Inline XBRL Taxonomy Extension Presentation Linkbase Document.

X

104

Cover Page Interactive Data File (formatted as inline XBRL and contained in
Exhibits 101).

X

*

Filed Herewith

The certifications furnished in Exhibits 32.1 and 32.2 that accompany this Quarterly Report on Form 10-Q are not deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended (the Exchange Act), or otherwise subject to the liability of that section, nor shall they be deemed incorporated by reference into any filing under the Securities Act of 1933, as amended, or the
Exchange Act, whether made before or after the date of this Quarterly Report on Form 10-Q, irrespective of any general incorporation language contained in such filing.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this Quarterly Report on Form 10-Q
to be signed on its behalf by the undersigned, thereunto duly authorized.
Dated: October 31, 2022

UserTesting, Inc.
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By:
Name:
Title:

/s/ Andrew MacMillan
Andrew MacMillan
Chief Executive Officer
(Principal Executive Officer)

By:
Name:
Title:

/s/ Jon Pexton
Jon Pexton
Chief Financial Officer
(Principal Financial Officer)

Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO EXCHANGE ACT RULES 13a-14(a) AND 15d-14(a)
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Andrew MacMillan, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of UserTesting, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;
b. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
c. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

Exhibit 31.1

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

Dated: October 31, 2022
UserTesting, Inc.
By:
Name:
Title:

/s/ Andrew MacMillan
Andrew MacMillan
Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO EXCHANGE ACT RULES 13a-14(a) AND 15d-14(a)
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Jon Pexton, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of UserTesting, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;
b. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
c. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

Exhibit 31.2

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.
Dated: October 31, 2022
UserTesting, Inc.
By:
Name:
Title:

/s/ Jon Pexton
Jon Pexton
Chief Financial Officer
(Principal Financial Officer)

Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

I, Andrew MacMillan, Chief Executive Officer of UserTesting, Inc. (the “Company”), do hereby certify, to the best of my knowledge and pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
1. The Quarterly Report on Form 10-Q of the Company for the period ended September 30, 2022 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: October 31, 2022
UserTesting, Inc.
By:
Name:
Title:

/s/ Andrew MacMillan
Andrew MacMillan
Chief Executive Officer
(Principal Executive Officer)

Exhibit 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

I, Jon Pexton, Chief Financial Officer of UserTesting, Inc. (the “Company”), do hereby certify, to the best of my knowledge and pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
1. The Quarterly Report on Form 10-Q of the Company for the period ended September 30, 2022 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: October 31, 2022
UserTesting, Inc.
By:
Name:
Title:

/s/ Jon Pexton
Jon Pexton
Chief Financial Officer
(Principal Financial Officer)

