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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2023 March 31, 2024
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number 001-36350

Q2 Holdings, Inc.

Exact Name of Registrant as Specified in its Charter

Delaware 20-2706637

State or Other Jurisdiction of
Incorporation or Organization I.R.S. Employer Identification No.

10355 Pecan Park Boulevard
Austin, Texas 78729

Address of Principal Executive Offices Zip Code

(833) 444-3469
Registrant's Telephone Number, Including Area Code

Not Applicable
Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Trading Symbol(s) Name of each exchange on which registered

Common Stock, $0.0001 par value QTWO New York Stock Exchange

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such
shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter)
during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth company. See the

definitions of "large accelerated filer," "accelerated filer," "smaller reporting company," and "emerging growth company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer O
Non-accelerated filer 0 Smaller reporting company 0
Emerging growth company m]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting
standards provided pursuant to Section 13(a) of the Exchange Act. O
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes O No

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date: 58,635,005 60,099,512 shares of Common Stock, $0.0001 par
value per share as of October 31, 2023 April 30, 2024.
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Special Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements that are based on our management's beliefs and assumptions and on information currently available
to our management. The statements and information contained in this Quarterly Report on Form 10-Q that are not purely historical are forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities
Exchange Act of 1934, as amended, or the Exchange Act. You can identify these statements by words such as "anticipates," "believes," "can," "continue," "could," "estimates,"
"expects,” "intends,” "may," "plans,” "seeks," "potential," "predicts," "projects,” "should," "will," "strategy," "future,” “likely," or "would" or the negative of these terms or similar
expressions. These statements are not guarantees of future performance or development and involve known and unknown risks, uncertainties and other factors that are in some
cases beyond our control. All of our forward-looking statements are subject to risks and uncertainties that may cause our actual results to differ materially from our expectations.
Factors that could cause or contribute to such differences include, but are not limited to, the following:

« global macroeconomic uncertainties and challenges in the financial services industry and credit markets, including as a result of recent bank failures, inflation, higher
interest rates and the any potential additional monetary policy measures and their potential impacts on our prospects’ and customers' prospects operations, the timing of
prospect and customer implementations and purchasing decisions, our business sales cycles and on account holder or end user, or End User, usage of our prospects’ and
customers' spending decisions, including professional services which are more discretionary in nature, and the timing of customer implementation and purchasing
decisions; solutions;

» the risk of increased or new competition in our existing markets and as we enter new markets or new sections segments of existing markets, or as we offer new solutions;

« the risks associated with the development of our solutions and changes to the market for our solutions compared to our expectations;
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« quarterly fluctuations in our operating results relative to our expectations and guidance and the accuracy of our forecasts;
« the risks associated with anticipated higher operating expenses for the remainder of 2023 and beyond;

« the impact that rising interest rates, inflation, an economic slowdown, or challenges in the financial services industry, financial markets and credit markets have had to date
or in the future could have on account holder or end user, or End User, usage of our solutions, including the promotion and adoption of our Helix and payment solutions, and
on our customers' prospects and our business sales cycles, our prospects’ and customers' spending decisions, including for professional services which are more
discretionary in nature, and the timing of customer implementation and purchasing decisions;

e the risks and increased costs associated with managing growth and the challenges associated with improving global operations, and including hiring, training, retaining and
motivating employees to support such growth, particularly in light of recent macroeconomic factors, challenges, including increasea competition for talent, employee
turnover, labor shortages and wage inflation and extreme competition for talent;

« the risk that the residual impacts of the COVID-19 pandemic continue to or that any renewed efforts to limit its spread could negatively impact or disrupt the markets for our
solutions and that the markets for our solutions do not return to normal or grow as anticipated, inflation;

« the risks associated with our transactional business which are typically driven by end-user End-User behavior which and can be influenced by external drivers outside of our
control;

« the risks associated with effectively managing our business and cost structure in light of the challenging an uncertain macroeconomic environment, including as a result of
challenges in the financial services industry and from the effects of seasonal or other seasonality and unexpected trends;

« the risks associated with the general economic and geopolitical uncertainties, including the heightened risk of state-sponsored cyberattacks or cyber fraud on financial
services and other critical infrastructure, and continued political uncertainty or increased inflation driven by unpredictable economic impacts that have and may
continue discord, including related to negatively affect demand for our solutions;

* the risks associated with managing our business in response to continued challenging macroeconomic conditions, challenges in the financial services industry and any
anticipated or resulting recession; 2024 U.S. presidential election;

« the risks associated with accurately forecasting and managing the impacts of any macroeconomic downturn or challenges in the financial services industry on our customers
and their end users, End Users, including in particular the impacts of any downturn on financial technology companies, or FinTechs, or alternative finance companies, or Alt-
Fls, and our arrangements with them, which represent a newer market opportunity for us, a more complex revenue model for us and which may be more vulnerable to an
economic downturn than our financial institution customers;

« the challenges and costs associated with selling, implementing and supporting our solutions, particularly for larger customers with more complex requirements and longer
implementation processes, including risks related to the timing and predictability of sales of our solutions and the impact that the timing of bookings may have on our
revenue and financial performance in a period;

« the risk that errors, interruptions or delays in our solutions or Web hosting negatively impacts our business and sales;

« the risks associated with cyberattacks, financial transaction fraud, data and privacy breaches and breaches of security measures within our products, systems and
infrastructure or the products, systems and infrastructure of third parties upon which we rely and the resultant costs and liabilities and harm to our business and reputation
and our ability to sell our solutions;

« the difficulties and risks associated with developing and selling complex new solutions and enhancements, including those using artificial intelligence, or Al, with the
technical and regulatory specifications and functionality required by our customers and relevant governmental authorities;

« regulatory risks, including risks related to evolving regulation of artificial intelligence, or Al and machine learning and the receipt, collection, storage, processing and transfer
of data;

« the risks associated with our sales and marketing capabilities, including partner relationships and the length, cost and unpredictability of our sales cycle;
« the risks inherent in third-party technology and implementation partnerships that could cause harm to our business;

« the risk that we will not be able to maintain historical contract terms such as pricing and duration;

« the general risks associated with the complexity of our customer arrangements and our solutions;

« the risks associated with integrating acquired companies and successfully selling and maintaining their solutions;

« litigation related to intellectual property and other matters and any related claims, negotiations and settlements;

« the risks associated with further consolidation in the financial services industry;
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« the risks associated with selling our solutions internationally and with the recent continued expansion of our international operations;

« the risk that our debt repayment obligations may adversely affect our financial condition and cash flows from operations in the future and that we may not be able to obtain

capital when desired or needed on favorable terms; and

« such other risks and uncertainties described more fully in documents filed with or furnished to the Securities and Exchange Commission, or the SEC, including the risk
factors discussed below and elsewhere in this Quarterly our Annual Report on Form 10-Q, particularly in 10-K for the sections titled "Risk Factors."year ended December 31,

2023, filed with the SEC on February 21, 2024.

Given these risks and uncertainties, you should not place undue reliance on these forward-looking statements. Also, forward-looking statements represent our management's
beliefs and assumptions only as of the date of this Quarterly Report on Form 10-Q. You should read this Quarterly Report on Form 10-Q completely and with the understanding that
our actual future results may be materially different from what we expect. We hereby qualify our forward-looking statements by these cautionary statements. Except as required by
law, we assume no obligation to update these forward-looking statements publicly, or to update the reasons actual results could differ materially from those anticipated in these

forward-looking statements, even if new information becomes available in the future.

PART | - FINANCIAL INFORMATION

Item 1. Financial Statements.

Q2 HOLDINGS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

December

September 30, 2023 31, 2022 March 31, 2024

Assets

Assets

Assets

Current assets:

Cash and cash

(unaudited)

(unaudited)

Assets
Current assets:

Cash and cash

equivalents equivalents $ 155,993 $ 199,600
Restricted cash = Restricted cash 2,069 2,302
Investments Investments 134,789 233,753
Accounts Accounts
receivable, net receivable, net 44,451 46,735
Contract assets, Contract assets,
current portion,  current portion,
net net 10,845 8,909
Prepaid Prepaid
expenses and expenses and
other current other current
assets assets 14,633 10,832
Deferred Deferred
solution and solution and
other costs, other costs,
current portion current portion 25,162 21,117
Deferred Deferred
implementation =~ implementation
costs, current costs, current
portion portion 8,753 7,828
Total current Total current
assets assets 396,695 531,076
Property and Property and
equipment, net  equipment, net 44,813 56,695
Right of use Right of use
assets assets 34,105 39,837

Current assets:
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Deferred solution
and other costs,
net of current
portion
Deferred
implementation
costs, net of
current portion
Intangible assets,
net
Goodwill
Contract assets,
net of current
portion and
allowance
Other long-term
assets

Total assets
Liabilities and
stockholders'
equity Liab s and stockholders' equity
Current liabilities: Current liabilities:
Accounts
payable
Accrued
liabilities
Accrued

compensation

Deferred revenues, current portion
Deferred revenues, current portion
Deferred
revenues,
current portion
Lease liabilities,
current portion
Total current
liabilities
Convertible notes,
net of current
portion
Deferred
revenues, net of
current portion
Lease liabilities,
net of current
portion
Other long-term
liabilities
Total liabilities
Commitments
and contingencies

(Note 8) Commitments and contingencies (Note 8)

Stockholders'

equity:
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Preferred stock: $0.0001 par value;
5,000 shares authorized, no shares
issued or outstanding as of
September 30, 2023 and
December 31, 2022 — —
Common stock: $0.0001 par value;
150,000 shares authorized, 58,635
issued and outstanding as of
September 30, 2023 and 57,735
shares issued and outstanding as of
December 31, 2022 6 6

Preferred stock: $0.0001 par value;
5,000 shares authorized, no shares
issued or outstanding as of March
31, 2024 and December 31, 2023

Preferred stock: $0.0001 par value;
5,000 shares authorized, no shares
issued or outstanding as of March
31, 2024 and December 31, 2023

Preferred stock: $0.0001 par value;
5,000 shares authorized, no shares
issued or outstanding as of March
31, 2024 and December 31, 2023

Common stock:
$0.0001 par
value; 150,000
shares
authorized,
60,099 issued
and outstanding
as of March 31,
2024 and
59,031 shares
issued and
outstanding as
of December 31,
2023

Additional paid-in capital
Additional paid-in capital

Additional paid-  Additional paid-

in capital in capital 1,050,630 982,300
Accumulated Accumulated
other other

comprehensive ~ comprehensive

loss loss (1,994) (2,972)
Accumulated Accumulated
deficit deficit (607,615)  (560,310)
Total Total
stockholders' stockholders'
equity equity 441,027 419,024
Total Total
liabilities and liabilities and
stockholders' stockholders'
equity equity $ 1,179,249 $1,349,726

The accompanying notes are an integral part of these condensed consolidated financial statements.

Q2 HOLDINGS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS INCOME (LOSS)

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

Three Months Ended September 30,

Nine Months Ended September 30,

2023 2022 2023 2022
Revenues Revenues $ 154,967 $ 144,751 462,506 $ 419,131
Revenues
Revenues
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Cost of revenues
Cost of revenues
Cost of revenues
Gross profit

Gross profit

Gross profit
Operating expenses:
Operating expenses:
Operating expenses:

Sales and marketing

Sales and marketing
Sales and marketing
Research and development
Research and development
Research and
development

General and

administrative

General and administrative

General and administrative

Transaction-related

costs

Transaction-related costs
Transaction-related costs
Amortization of acquired intangibles
Amortization of acquired intangibles
Amortization of
acquired intangibles
Lease and other

restructuring charges

Lease and other restructuring charges
Lease and other restructuring charges
Total operating expenses
Total operating expenses

Total operating

expenses

Loss from operations
Loss from operations
Loss from operations
Other income (expense):
Other income (expense):
Other income
(expense):

Interest and other

income

Interest and other income

Interest and other income

Interest and other

expense

Interest and other expense

Interest and other expense

Gain on extinguishment of debt
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Gain on extinguishment of debt
Gain on extinguishment of debt
Total other income (expense), net

Total other income (expense), net

Total other income Total other income

(expense), net (expense), net
Loss before income Loss before income
taxes taxes

Loss before income taxes

Loss before income taxes

Provision for income taxes

Provision for income taxes

Provision for income Provision for income

taxes taxes
Net loss Net loss
Net loss

Net loss

Other comprehensive income (loss):

Other comprehensive income (loss):

Other comprehensive  Other comprehensive

income (loss): income (loss):
Unrealized gain (loss)  Unrealized gain (loss)
on available-for-sale on available-for-sale

investments investments

Unrealized gain (loss) on available-for-sale

investments

Unrealized gain (loss) on available-for-sale

investments

Foreign currency Foreign currency

translation adjustment  translation adjustment
Comprehensive loss

Foreign currency translation adjustment

Foreign currency translation adjustment
Comprehensive income (loss)
Comprehensive income (loss)
Comprehensive income (loss)
Net loss per common  Net loss per common
share, basic and diluted share, basic and diluted
Weighted average common shares outstanding:
Net loss per common share, basic and diluted
Net loss per common share, basic and diluted

Weighted average common shares outstanding,

basic and diluted

Weighted average common shares outstanding,

basic and diluted
Weighted average common shares outstanding,
basic and diluted
Basic and diluted Basic and diluted
Basic and diluted

Basic and diluted
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1,011 (231) 22,238 (2,125)
(22,161) (27,322) (45,802) (74,399)
(1,006) (469) (1,503) (2,173)
(23,167) (27,791) (47,305) $ (76,572)
423 (746) 1,285 (2,363)
(470) (291) (307) (1,105)
(23,214) (28,828) (46,327) $ (80,040)
(0.40) (0.48) (0.81) $ (1.34)
58,492 57,362 58,223 57,205
The accompanying notes are an integral part of these condensed consolidated financial statements.
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Q2 HOLDINGS INC.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
(unaudited)
(in thousands)
Three Months Ended Nine Months Ended

September 30, September 30,

2023 2022 2023 2022

2024
2024
2024

Total stockholders' equity, beginning

balances

Total stockholders' equity, beginning

balances

Total stockholders' Total stockholders'
equity, beginning  equity, beginning
balances balances $ 441,407 $440,939 $ 419,024 $ 570,296

Common stock Common stock
and additional and additional
paid-in capital: paid-in capital:
Common stock and additional paid-in
capital:
Common stock and additional paid-in
capital:

Beginning balances

Beginning balances

Beginning Beginning

balances balances 1,027,802 943,613 982,306 1,064,364

Stock-based Stock-based
compensation compensation

expense expense 22,445 17,783 63,869 51,208

Stock-based compensation

expense

Stock-based compensation

expense

Exercise of Exercise of

stock options stock options 389 451 863 707

Issuance of common stock under
ESPP — — 3,459 2,547

Exercise of stock options
Exercise of stock options

Cumulative effect of the adoption

of new accounting standard — — —  (156,979)
Settlement of capped calls
Settlement of capped calls

Settlement of Settlement of

capped calls capped calls — — 139 —

Ending balances = Ending balances 1,050,636 961,847 1,050,636 961,847
Ending balances
Ending balances

Accumulated deficit:

Accumulated deficit:

Accumulated Accumulated
deficit: deficit:
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Beginning Beginning
balances balances (584,448) (500,108) (560,310) (493,933)

Cumulative effect of the adoption

of new accounting standard — — — 42,606
Beginning balances
Beginning balances
Net loss Net loss (23,167) (27,791) (47,305) (76,572)
Net loss
Net loss
Ending balances

Ending balances

Ending balances Ending balances (607,615) (527,899) (607,615) (527,899)
Accumulated Accumulated
other other
comprehensive  comprehensive
income (loss): income (loss):
Accumulated other comprehensive
income (loss):
Accumulated other comprehensive
income (loss):
Beginning balances

Beginning balances

Beginning Beginning
balances balances (1,947) (2,566) (2,972) (135)
Other Other

comprehensive  comprehensive

income (loss) income (loss) (47) (1,037) 978 (3,468)

Other comprehensive income

(loss)

Other comprehensive income

(loss)
Ending balances

Ending balances

Ending balances  Ending balances (1,994) (3,603) (1,994) (3,603)

Total stockholders' Total stockholders'
equity, ending equity, ending
balances balances $441,027 $430,345 $ 441,027 $ 430,345

Total stockholders' equity, ending

balances

Total stockholders' equity, ending

balances

Common stock (in Common stock (in

shares): shares):

Common stock (in shares):

Common stock (in shares):
Beginning balances

Beginning balances

Beginning Beginning

balances balances 58,447 57,313 57,735 56,928
Exercise of Exercise of
stock options stock options 13 16 32 28

Issuance of common stock under

ESPP = = 146 57

Exercise of stock options
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Exercise of stock options

Shares issued for the vesting of

restricted stock awards

Shares issued for the vesting of

restricted stock awards

Shares issued Shares issued
for the vesting for the vesting
of restricted of restricted

stock awards stock awards 175 188 722 504

Ending balances  Ending balances 58,635 57,517 58,635 57,517

Ending balances
Ending balances

The accompanying notes are an integral part of these condensed consolidated financial statements.

Q2 HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)
(in thousands)

Nine Months Ended

September 30, Three Months Ended March 31,
2023 2022 2024 2023

Cash flows from  Cash flows from

Cash flows from operating activities:
Net loss Net loss $ (47,305) $(76,572)
Adjustments to Adjustments to

reconcile netloss  reconcile net loss

to net cash from to net cash from

operating operating
activities: activities:
Amortization of Amortization of
deferred deferred
implementation, implementation,
solution and solution and
other costs other costs 19,184 17,227

Amortization of deferred
implementation, solution and other
costs

Amortization of deferred
implementation, solution and other

costs

Depreciation Depreciation

and amortization and amortization 53,764 45,237

Amortization of Amortization of

debt issuance debt issuance

costs costs 1,608 2,043
Amortization of Amortization of

premiums and premiums and

discounts on discounts on

investments investments (2,791) 311

Amortization of premiums and

discounts on investments
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Amortization of premiums and

discounts on investments

Stock-based
compensation

expense

Deferred income

taxes

Gain on
extinguishment

of debt

Lease

impairments
Lease impairments
Lease impairments

Other non-cash

items

Changes in
operating assets
and liabilities:

Accounts receivable, net
Accounts receivable, net
Accounts
receivable, net
Prepaid
expenses and
other current
assets
Deferred
solution and
other costs
Deferred
implementation
costs

Contract
assets, net
Other long-
term assets
Accounts
payable
Accrued
liabilities
Deferred

revenues

Deferred revenues

Deferred revenues

Deferred rent
and other long-

term liabilities
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Net cash provided
by operating
activities

Cash flows from  Cash flows from

investing investing

activities: activities: Cash flows from investing activities:
Purchases of Purchases of
investments investments (76,820) (214,084)
Maturities of Maturities of
investments investments 179,379 113,156
Purchases of Purchases of
property and property and
equipment equipment (4,568) (8,933)
Capitalized Capitalized
software software
development development
costs costs (19,322) (15,662)

Capitalized software development

costs

Capitalized software development

costs

Net cash provided by (used in) investing

activities 78,669 (125,523)
Net cash provided by investing activities
Net cash provided by investing activities
Net cash provided by investing activities

Cash flows from  Cash flows from

activities: activities: Cash flows from financing activities:
Payment for Payment for
maturity of 2023 maturity of 2023
convertible convertible
notes notes (10,908) —
Payments for repurchases of

convertible notes (149,640) —
Payment for maturity of 2023

convertible notes

Payment for maturity of 2023

convertible notes

Payment for

repurchases of

convertible

notes

Proceeds from Proceeds from

capped calls capped calls

related to related to

convertible convertible

notes notes 139 =
Proceeds from Proceeds from

the exercise of the exercise of

stock options stock options

and ESPP and ESPP 4,322 3,254

Proceeds from the exercise of stock

options and ESPP

Proceeds from the exercise of stock

options and ESPP
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Net cash provided by (used in) financing
activities

Net cash provided by (used in) financing
activities

Net cash provided Net cash provided
by (used in) by (used in)
financing activities  financing activities
Effect of exchange Effect of exchange
rate changes on rate changes on
cash, cash cash, cash
equivalents and equivalents and

restricted cash restricted cash

Net decrease in cash, cash equivalents
and restricted cash

Net increase

(decrease) in cash,

cash equivalents

and restricted cash

Cash, cash Cash, cash
equivalents and equivalents and
restricted cash, restricted cash,
beginning of period beginning of period
Cash, cash Cash, cash
equivalents and equivalents and
restricted cash, end restricted cash, end

of period of period

ital

ire of non- discl of non-

cash investing and cash investing and

activities: activities:

Property and Property and
equipment acquired equipment acquired
and included in and included in
accounts payable  accounts payable
and accrued and accrued
liabilities liabilities

Property and equipment acquired and
included in accounts payable and

accrued liabilities

Property and equipment acquired and
included in accounts payable and

accrued liabilities

Stock-based Stock-based
compensation for  compensation for
capitalized software capitalized software

development development

Stock-based compensation for

capitalized software development

Stock-based compensation for
capitalized software development
Capitalized software
development costs

included in

accounts payable

and accrued

liabilities
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(156,087)

201,902

(137)

3,254

(939)

(43,840) (130,515)

472 $

2423 $

325,821

$158,062 $195,306

30
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The accompanying notes are an integral part of these condensed consolidated financial statements.

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

1. Organization and Description of Business

Q2 Holdings, Inc. and its wholly-owned subsidiaries, collectively the Company, is a leading provider of digital banking and lending solutions to financial institutions, financial
technology companies, or FinTechs, and alternative finance companies, or Alt-FIs, and other innovative companies, or Brands, wishing to incorporate banking into their customer
engagement and servicing strategies. The Company's solutions transform the ways in which its customers engage with account holders and end users, or End Users, enabling them
to deliver robust suites of digital banking, digital lending and relationship pricing, and banking-as-a-service, or BaasS, services that make it possible for account holders and End
Users to transact and engage anytime, anywhere and on any device. The Company delivers its solutions to the substantial majority of its customers using a software-as-a-service,
or SaaS, model under which its customers pay subscription fees for the use of the Company's solutions. The Company was incorporated in Delaware in March 2005 and is a
holding company that owns 100% of the outstanding capital stock of Q2 Software, Inc. The Company's headquarters are located in Austin, Texas.

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

These interim unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States, or
GAAP, and Securities and Exchange Commission, or SEC, requirements for interim financial statements. The interim unaudited condensed consolidated financial statements
include the accounts of Q2 Holdings, Inc. and its direct and indirect wholly-owned subsidiaries. All intercompany accounts and transactions have been eliminated in consolidation.

In the Company's opinion, the interim unaudited condensed consolidated financial statements have been prepared on the same basis as the audited consolidated financial
statements and include all adjustments, consisting of normal, recurring adjustments, necessary for a fair presentation. Certain information and disclosures normally included in the
notes to the annual consolidated financial statements prepared in accordance with GAAP have been omitted from these interim unaudited condensed consolidated financial
statements pursuant to the rules and regulations of the SEC. Accordingly, these interim unaudited condensed consolidated financial statements should be read in conjunction with
the consolidated financial statements and the accompanying notes for the fiscal year ended December 31, 2022 December 31, 2023, which are included in the Company's Annual
Report on Form 10-K, filed with the SEC on February 21, 2023 February 21, 2024. The results of operations for the three and nine months ended September 30, 2023 March 31,
2024 are not necessarily indicative of the results to be expected for the year ending December 31, 2023 December 31, 2024 or for any other period.

Reclassifications

During the fourth quarter of 2022, the Company began separately presenting the effect of exchange rate changes on cash and cash equivalents in its consolidated statements
of cash flows due to volatility in foreign currency exchange rates. Amounts in the comparable prior periods have been reclassified to conform to the current period presentation. The
reclassifications resulted in the disaggregation of the amount attributable to the "Effect of exchange rate changes on cash” of $0.9 million with a corresponding increase to "Net cash
provided by operating activities," for the nine months ended September 30, 2022. The Company believes the reclassification is not material to the consolidated financial statements.

Use of Estimates

The preparation of the interim unaudited condensed consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the interim unaudited condensed consolidated financial statements,
and the reported amounts of revenues and expenses. Significant items subject to such estimates include: revenue recognition; estimate of credit losses; fair value of certain stock
awards issued; the carrying value of goodwill; the fair value of acquired intangibles; the capitalization of software development costs; the useful lives of property and equipment and
long-lived intangible assets; the impairment assessment of long-lived assets; and income taxes. In accordance with GAAP, management bases its estimates on historical experience
and on various other assumptions that management believes are reasonable under the circumstances. Management regularly evaluates its estimates and assumptions using
historical experience and other factors; however, actual results could differ significantly from those estimates.

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist of cash and cash equivalents, restricted cash, investments, accounts
receivable and contract assets. The Company's cash and cash equivalents, restricted cash and investments are placed with high credit quality financial institutions and issuers, and
at times may exceed federally insured limits. The Company has not experienced any loss relating to cash and cash equivalents or restricted cash in these accounts. The Company
provides credit, in the normal course of business, to a majority of its customers. The Company performs periodic credit evaluations of its customers' financial condition and generally
does not require collateral. No individual customer accounted for 10% or more of revenues for each of the three and nine months ended September 30, 2023 March 31, 2024 and
2022. One 2023. No customer accounted for 11% 10% or more of accounts receivable, net as of September 30, 2023 March 31, 2024 and two customers accounted for
12% December 31, 2023.

Q2 HOLDINGS, INC.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and 10% of accounts receivable, net, as of December 31, 2022. unless otherwise indicated)

Summary of Significant Accounting Policies

There were no material changes to our significant accounting policies during the nine three months ended September 30, 2023 March 31, 2024 compared to the significant

accounting policies described in our Form 10-K.

Basic and Diluted Net Loss per Common Share

The following table sets forth the computations of net loss per share for the periods listed:

Three Months Ended September 30,

Nine Months Ended September 30,

2023 2022 2023 2022

Numerator: Numerator:
Numerator:
Numerator:

Net loss

Net loss

Net loss Net loss $ (23,167) $ (27,791) (47,305) $ (76,572)
Denominator: Denominator:
Denominator:
Denominator:

Weighted-average common shares

outstanding, basic and diluted

Weighted-average common shares

outstanding, basic and diluted

Weighted-average Weighted-average

common shares common shares

outstanding, basic = outstanding, basic

and diluted and diluted 58,492 57,362 58,223 57,205
Net loss per Net loss per
common share, common share,
basic and diluted  basic and diluted $ (0.40) $ (0.48) (0.81) $ (1.34)

Net loss per common share, basic and
diluted
Net loss per common share, basic and
diluted

Due to net losses for the three and nine months ended September 30, 2023 March 31, 2024 and 2022, 2023, basic and diluted loss per share were the same, as the effect of all
potentially dilutive securities would have been anti-dilutive. The dilutive impact of the convertible senior notes was calculated using the if-converted method. The following table sets
forth the anti-dilutive common share equivalents for the periods listed:

As of September
30, As of March 31,
2023 2022 2024 2023

Stock Stock
options, options,
restricted restricted
stock units, stock units,
market market
stock units  stock units
and and
performance performance
stock units  stock units 5,067 3,233 Stock options, restricted stock units, market stock units and performance stock units 5341 5,374

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 17/78

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.

REFINITIV [<


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

Shares Shares

issuable issuable

pursuant to pursuant to

the ESPP  the ESPP 117 81 Shares issuable pursuant to the ESPP 70 127
Shares Shares

relatedto  related to
convertible convertible
notes notes 5,126 6,256 Shares related to convertible notes 4,794 5,798

10,310 9,570

10,205

Recent Accounting Pronouncements

There were no accounting pronouncements recently In November 2023, the Financial Accounting Standard Board, or FASB, issued ASU No. 2023-07, "Segment Reporting
(Topic 280): Improvements to Reportable Segment Disclosures" to improve reportable segment disclosure requirements, primarily through enhanced disclosures about significant
segment expenses and information used to assess segment performance. The ASU is effective for fiscal years beginning after December 15, 2023 on a retrospective basis, and for
interim periods within fiscal years beginning after December 15, 2024. Early adoption is permitted. The Company is currently evaluating the impact that had or are expected tothe
adoption of this standard will have a material impact on our condensed its consolidated financial statements. statements and related disclosures.

In December 2023, the FASB issued ASU No. 2023-09, "Income Taxes (Topic 740): Improvement to Income Tax Disclosures" which requires disaggregated information about a
reporting entity's effective tax rate reconciliation as well as information on income taxes paid. The ASU is effective for annual periods beginning after December 15, 2024 on a
prospective basis. Early adoption is permitted. The Company is currently evaluating the impact that the adoption of this standard will have on its consolidated financial statements
and related disclosures.

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

3. Revenue
Revenue Recognition

Revenues are recognized when control of the promised goods or services is transferred to the Company's customers, in an amount that reflects the consideration the Company
expects to be entitled to in exchange for those goods or services over the term of the agreement, generally when the Company's solutions are implemented and made available to
the customers. The promised consideration may include fixed amounts, variable amounts or both. Revenues are recognized net of sales credits and allowances.

Disaggregation of Revenue

Revenue-generating activities are directly related to the sale, implementation and support of the Company's solutions within a single operating segment. The Company derives
the majority of its revenues from subscription fees for the use of its solutions hosted in either the Company's data centers or with cloud-based hosting services, service providers,
transactional revenue from bill-pay solutions, and revenues for professional services and implementation services related to the Company's solutions. solutions and certain third-
party related pass-through fees.

The following table disaggregates the Company's revenue by major source:

Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022
Subscription Subscription $ 118,829 $ 106,644 $ 350,019 $ 304,010
Subscription
Subscription
Transactional
Transactional
Transactional Transactional 16,236 15,930 49,532 50,714
Services and Services and
Other Other 19,902 22,177 62,955 64,407
Services and Other
Services and Other
Total Total
Revenues Revenues $ 154,967 $ 144,751 $ 462,506 $ 419,131
Total Revenues
Total Revenues
REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 18/78

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

Deferred Revenues

Deferred revenues primarily consist of amounts that have been billed to or received from customers in advance of revenue recognition and prepayments received from
customers in advance for implementation, maintenance and other services, as well as initial subscription fees. The Company recognizes deferred revenues as revenues when the
services are performed and the corresponding revenue recognition criteria are met. Customer prepayments are generally applied against invoices issued to customers when
services are performed and billed.

The net decrease increase in the deferred revenue balance for the nine three months ended September 30, 2023 March 31, 2024 was primarily driven by the amounts due from
customers in advance of satisfying the Company's performance obligations of $189.8 million for current year invoices, partially offset by the recognition of $354.6 million $111.4
million of revenue recognized from current year invoices, $108.2 million $54.1 million of revenue that was included in the deferred revenue balance as of December 31,

2022 December 31, 2023 and $2.2 million $1.1 million from the netting of contract assets and liabilities on a contract-by-contract basis, partially offset by the amounts due in advance
of satisfying the Company's performance obligations of $459.5 million for current year invoices. basis. Amounts recognized from deferred revenues represent primarily revenue from
the sale of subscription and implementation services.

The Company's payment terms vary by the type and location of its customer and the products or services offered. The period of time between invoicing and when payment is due is
not significant. For certain products or services and customer types, the Company requires payment before the products or services are delivered to the customer.

Remaining Performance Obligations

On September 30, 2023 March 31, 2024, the Company had $1.57 billion $1.92 billion of remaining performance obligations, which represents contracted revenue minimums
that have not yet been recognized, including amounts that will be invoiced and recognized as revenue in future periods. The Company expects to recognize
approximately 58% 52% of its remaining performance obligations as revenue in the next 24 months, an additional 29% 31% in the next 25 to 48 months, and the balance thereafter.

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

Allowance for Credit Losses

Billings scheduled to occur after the performance obligation has been satisfied and revenue recognition has occurred result in contract assets. Contract assets that are
expected to be billed during the succeeding twelve-month period are recorded in contract assets, current portion, and the remaining portion is recorded in contract assets, net of
current portion on the condensed consolidated balance sheets at the end of each reporting period. The Company is exposed to credit losses primarily through sales of products and
services. The Company assesses the collectability of outstanding contract assets on an ongoing basis and maintains a reserve which is included in the allowance for credit losses
for contract assets deemed uncollectible. The Company analyzes the contract assetassets portfolio for significant risks by considering historical collection experience and
forecasting future collectability to determine the amount of revenues that will ultimately be collected from its customers. Customer type (whether a customer is a financial institution
or other digital solution provider) has been identified as the primary specific risk affecting the Company's contract assets, and the estimate for losses is analyzed quarterly and
adjusted as necessary. Future collectability is contingent upon may be impacted by current and anticipated macroeconomic conditions that could impact the Company's customers
such as unemployment, inflation and regulatory matters. customers. Additionally, specific allowance amounts may be established to record the appropriate provision for customers
that have a higher probability of default. The Company has provisioned $0.1 million and $0.3 million zero for expected losses for both the nine three months ended September 30,
2023 March 31, 2024 and 2022, respectively, 2023, of which zero and $0.4 million has been written off and charged against the allowance at September 30, 2023 both March 31,
2024 and 2022, respectively. 2023. The allowance for credit losses related to contract assets was $0.1 $0.03 million at both September 30, 2023 March 31, 2024 and December 31,
2022 December 31, 2023.

The Company assesses the collectability of outstanding accounts receivable on an ongoing basis and maintains an allowance for credit losses for accounts receivable deemed
uncollectible. The Company analyzes the accounts receivable portfolio for significant risks and considers prior periods and forecasts future collectability to determine the amount of
revenues that will ultimately be collected from its customers. This estimate is analyzed quarterly and adjusted as necessary. Identified risks pertaining to the Company's accounts
receivable include the delinquency level and customer type. Future collectability is contingent upon may be impacted by current and anticipated macroeconomic conditions that
could impact the Company's customers such as unemployment, inflation and regulation matters. customers. Due to the short-term nature of such receivables, the estimate of the
amount of accounts receivable that may not be collected is based on aging of the accounts receivable balances and the financial condition of customers. Historically, the Company's
collection experience has not varied significantly, and bad debt expenses have been insignificant. The Company has provisioned zero and $0.4 million for expected losses for both
the nine three months ended September 30, 2023 March 31, 2024 and 2022, respectively, 2023, of which $0.3 million and $0.4 million zero has been written off and charged against
the allowance as of September 30, 2023 at both March 31, 2024 and 2022, respectively. 2023. The allowance for credit losses related to accounts receivable was $0.4 million $0.5
million at both March 31, 2024 and $0.7 million at September 30, 2023 and December 31, 2022, respectively. December 31, 2023.

4. Fair Value Measurements

The carrying values of the Company's financial assets not measured at fair value on a recurring basis, principally accounts receivable, restricted cash and accounts payable,
approximated their fair values due to the short period of time to maturity or repayment.

Fair value is defined as the exchange price that would be received for an asset or an exit price 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. Valuation techniques used to measure fair value must maximize the use of
observable inputs and minimize the use of unobservable inputs. The current accounting guidance for fair value measurements defines a three-level valuation hierarchy for
disclosures as follows:

« Level I—Unadjusted quoted prices in active markets for identical assets or liabilities;

« Level ll—Inputs other than quoted prices included within Level | that are observable, unadjusted quoted prices in markets that are not active, or other inputs that are
observable or can be corroborated by observable market data; and

« Level lll—Unobservable inputs that are supported by little or no market activity, which requires the Company to develop its own assumptions.
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The categorization of a financial instrument within the valuation hierarchy is based upon the lowest level of input that is significant to the fair value measurement.

Q2 HOLDINGS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

The following table details the fair value hierarchy of the Company's financial assets measured at fair value on a recurring basis as of September 30, 2023 March 31, 2024:

Assets

Cash Equivalents:
Cash Equivalents:
Cash Equivalents:
Money market funds
Money market funds

Money market funds

Assets

Cash Equivalents:
Money market funds
Investments:

Investments:

Investments: Investments:
Corporate Corporate
bonds and  bonds and
commercial commercial

paper paper
Certificates of Certificates of
deposit deposit

u.s. u.s.

government government
securities securities

Fair Value Measurements

Using:

Fair
Value Fair Value
Fair Value Measurements Using:
Quoted
Prices in
Active
Markets  Significant
for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level I) (Level Il (Level 1)
$ 43,539 $43539 $ — $ —
Quoted
Prices in
Active
Markets  Significant
for Other Significant
Identical Observable Unobservable Quoted Prices in Active
Assets Inputs Inputs Fair  Markets for Identical Assets
Fair Value (Level I) (Level 1) (Level ll)  Value (Level 1)
$ 40328 $ — $ 40,328 $ —
9,470 = 9,470 =
84,911 — 84911 —
$
$ 134,709 $ — $134,709 $ —

Fair Value
Measurements

Using:

Quoted Prices in Active
Markets for Identical Assets

(Level 1)

Significant Other Observable
Inputs

(Level 1)

Significant Other Significant Unobservable

Observable Inputs Inputs
(Level 1) (Level 1)
Significant

Unobservable
Inputs

(Level In)

The following table details the fair value hierarchy of the Company's financial assets measured at fair value on a recurring basis as of December 31, 2022 December 31, 2023:
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Fair Value

Fair Value Measurements Measurements
Using: Using:
Significant
Quoted Prices in Active Other
Markets for Identical Observable Significant
Fair Assets Inputs Unobservable Inputs
Value Fair Value (Level 1) (Level ) (Level 1)

Assets

Cash Equivalents:

Cash Equivalents:

Cash Equivalents:

Money market funds
Money market funds

Money market funds

Fair Value Measurements Using:

Quoted
Prices in
Active
Markets  Significant
for Other Significant

Identical Observable Unobservable

Assets Inputs Inputs
Fair Value (Level I) (Level 1) (Level 1)
Assets
Cash Equivalents:
Money market funds $ 20,998 $20,998 $ — 3 —
Certificates of deposit 25,547 — 25,547 —
U.S. government securities 2,498 2,498 — —
$ 49,043 $23,496 $ 25,547 $ =
Quoted
Prices in
Active

Markets  Significant
for Other Significant

Identical Observable Unobservable

Assets Inputs Inputs
Investments: Investments: Fair Value  (Levell)  (Level Il (Level Ill)
Investments:
Quoted Prices in Active
Markets for Identical Significant Other Observable Significant Unobservable
Fair Assets Inputs Inputs
Investments: Value (Level I) (Level Il (Level lll)
Corporate Corporate
bonds and  bonds and
commercial commercial
paper paper $ 56,739 $ — $ 56,739 $ —
Certificates of Certificates of
deposit deposit 5,016 — 5,016 —
u.s. u.s.
government government
securities securities 171,772 — 171,772 —
$
$ 233,527 $ — $233527 $ =

The Company determines the fair value of the vast majority of its debt investment holdings based on pricing from its pricing vendors. The valuation techniques used to measure
the fair value of financial instruments having Level Il inputs were derived from non-binding consensus prices that are corroborated by observable market data or quoted market
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prices for similar instruments. Such market prices may be quoted prices in active markets for identical assets (Level | inputs) or pricing determined using inputs other than quoted
prices that are observable either directly or indirectly (Level Il inputs).

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

5. Cash, Cash Equivalents and Investments

The Company's cash, cash equivalents and investments as of September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023 consisted primarily of cash,
U.S. government securities, corporate bonds, commercial paper, certificates of deposit, money market funds and other equity investments. The Company considers all highly liquid
investments acquired with an original maturity of ninety days or less at the date of purchase to be cash equivalents. Investments. Cash equivalents are stated at cost or fair value
based on the underlying security. Restricted cash consists of deposits held as collateral for the Company's secured letters of credit or bank guarantees issued in place of security
deposits for the Company's corporate headquarters and various other leases. leases, deposits held by the Company on behalf of its medical insurance carrier reserved for the use of
claim payments, and deposits that are restricted to withdrawal or use as of the reporting date under the contractual terms of certain customer arrangements.

The Company classifies its debt investments as available-for-sale at the time of purchase and reevaluates such classification as of each balance sheet date. All debt
investments are recorded at estimated fair value. Unrealized gains and losses on available-for-sale investments are included in accumulated other comprehensive income (loss), a
component of stockholders' equity. If the Company does not expect to recover the entire amortized cost basis of the available-for-sale debt security, it considers the available-for-
sale debt security to be impaired. For individual debt securities classified as available-for-sale and deemed impaired, the Company assesses whether such decline has resulted from
a credit loss or other factors. Impairment relating to credit losses is recorded through a reserve, limited to the amount that the fair value is less than the amortized cost basis.
Impairment deemed to be non-credit related is reported in other income (expense), net on the condensed consolidated statements of comprehensive loss. income (loss). Realized
gains and losses are determined based on the specific identification method and are reported in other income (expense), net on the condensed consolidated statements of
comprehensive loss. income (loss). Interest, amortization of premiums and accretion of discount on all debt investments classified as available-for-sale are also included as a
component of other income (expense), net on the condensed consolidated statements of comprehensive loss. income (loss). Based on the Company's assessment, no impairments
for credit losses were recognized during each either of the three months ended September 30, 2023 March 31, 2024 or 2022. 2023.

In 2022, the The Company has invested in a private financial technology investment fund, classified as an equity investment. Equity investments without a readily determinable
fair value, where the Company has no influence over the operating and financial policies of the investee, are recorded at cost, less impairment and adjusted for subsequent
observable price changes obtained from orderly transactions for identical or similar investments issued by the same investee. An impairment charge to current earnings is recorded
when the cost of the investment exceeds its fair value and this condition is determined to be other-than-temporary. During the three months year ended September 30,

2023 December 31, 2023, the Company determined there was a $0.1 million other-than-temporary impairment on its equity investment. This equity investment had a carrying
amount of $0.1 million $0.2 million and $0.2 million $0.1 million as of September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023, respectively.

As of September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023, the Company's cash was $112.5 million $155.1 million and $150.6 million $143.0
million, respectively.

A summary of the Company's cash equivalents and investments that are carried at fair value as of September 30, 2023 March 31, 2024 is as follows:

Gross Gross
Cash Cash Amortized Unrealized Unrealized Cash Fair
Equivalents: Equivalents: Cost Gains Losses Fair Value Equivalents: Amortized Cost Gross Unrealized Gains Gross Unrealized Losses Value
Money Money
market funds market funds $ 43,539 $ — $ — $ 43,539
Investments:
Investments:
Gross Gross
Amortized Unrealized Unrealized Amortized Gross Unrealized Gross Unrealized
Investments: Investments: Cost Gains Losses  Fair Value Cost Gains Losses Fair Value
Corporate Corporate
bonds and  bonds and
commercial commercial
paper paper $ 40,647 $ — $ (319) $ 40,328
Certificates of Certificates of
deposit deposit 9,507 — 37) 9,470
u.s. u.s.
government government
securities securities 85,365 — (454) 84,911
$135,519 $ — $ (810) $134,709
e
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A summary of the Company's cash equivalents and investments that are carried at fair value as of December 31, 2022 December 31, 2023 is as follows:

Gross Gross

Cash Cash Amortized Unrealized Unrealized Cash
Equivalents: Equivalents: Cost Gains Losses Fair Value Equivalents:
Money Money
market funds market funds $ 20,998 $ — $ — $ 20,998
Certificates of deposit 25,547 — — 25,547
U.S. government securities 2,497 1 — 2,498
Investments:
Investments:
$ 49,042 $ 13 — $ 49,043
Gross Gross
Amortized Unrealized Unrealized
Investments: Investments: Cost Gains Losses  Fair Value
Corporate Corporate
bonds and  bonds and
commercial commercial
paper paper $ 57,320 $ 1 $ (582) $ 56,739
Certificates of Certificates of
deposit deposit 5,063 3 (50) 5,016
uU.s. uU.s.
government government
securities securities 173,241 12 (1,481) 171,772
$235,624 $ 16 $(2,113) $233,527
$

Amortized Cost

Amortized

Cost

Gross Unrealized Gains

Gross Unrealized

Gains

Fair
Gross Unrealized Losses Value
Gross Unrealized
Losses Fair Value

Investments may be sold or may settle at any time, without significant penalty, for use in current operations or for other purposes, even if they have not yet reached maturity. As
a result, the Company classifies its investments, including investments with maturities beyond twelve months, as current assets on the condensed consolidated balance sheets.

The following table summarizes the estimated fair value of the Company's debt investments, designated as available-for-sale and classified by the contractual maturity date of

the investments as of the dates shown:

September December

30,2023 31,2022
Due
Due  within
within one
one  year
year or or
less less  $115,511 $171,831

Due after one
year through

five years 19,198

$134,709 $233,527

61,696

Due
after
one
year
through
two
years

Il |

March 31, 2024
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The Company has certain available-for-sale debt investments in a gross unrealized loss position. The Company regularly reviews its debt investments for impairment resulting
from credit loss using both qualitative and quantitative criteria, as necessary, based on the composition of the portfolio at period end. The Company considers factors such as the
length of time and extent to which the market value has been less than the cost, the financial position and near-term prospects of the issuer or whether the Company has the intent
to or it is more likely than not it will be required to sell the investmentinvestments before recovery of the investment's investments' amortized-cost basis. If the Company determines
that impairment exists in one of these investments, the respective investmentinvestments would be written down to fair value. For debt securities, the portion of the write-down
related to credit loss would be recognized in other income, net on the condensed consolidated statements of comprehensive loss income (loss) if the intent of the Company was to
sell the investmentinvestments before recovery. If the Company did not intend to sell, the portion of the write-down related to credit loss would be recorded to a reserve. Any portion
not related to credit loss would be included in accumulated other comprehensive income (loss) loss in the condensed consolidated statements of comprehensive loss. income (loss).
Because the Company does not intend to sell any investments which have an unrealized loss position at this time, and it is not more likely than not that the Company will be
required to sell the investment before recovery of its amortized cost basis, which may be maturity, the reserve for available-for-sale debt securities was zero as of September 30,
2023 March 31, 2024 and December 31, 2022 December 31, 2023.

The following table presents the fair values and the gross unrealized losses of these available-for-sale debt investments as of March 31, 2024, aggregated by investment
category and the length of time that individual securities have been in a continuous loss position:

Less than 12 months 12 months or greater
Gross Unrealized Gross Unrealized
Fair Value Losses Fair Value Losses
Corporate bonds and commercial paper $ 2,840 $ (10) $ 20,171 $ (56)
Certificates of deposit 749 1) 2,717 9)
U.S. government securities 3,563 — 27,249 (93)
$ 7152 $ 1) s 50,137 $ (158)

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

The following table presents the fair values and the gross unrealized losses of these available-for-sale debt investments as of September 30, 2023 December 31, 2023,
aggregated by investment category and the length of time that individual securities have been in a continuous loss position:

Less than 12 months 12 months or greater
Gross Unrealized Gross Unrealized
Fair Value Losses Fair Value Losses
Corporate bonds and commercial paper $ 23,371 $ (135) $ 16,957 $ (184)
Certificates of deposit 3,467 (21) 964 (16)
U.S. government securities 55,214 (196) 29,697 (258)
$ 82,052 $ (352) $ 47,618 $ (458)

The following table presents the fair values and the gross unrealized losses of these available-for-sale debt investments as of December 31, 2022, aggregated by investment
category and the length of time that individual securities have been in a continuous loss position:

Less than 12 months 12 months or greater
Less 12
than 12 months or
Less than 12 months months greater
Gross
Gross Gross Fair Unrealized Fair Gross Unrealized
Fair Value Unrealized Losses Fair Value Unrealized Losses Value Losses Value Losses
Corporate Corporate
bonds and bonds and
commercial commercial
paper paper $ 45,094 $ (449) $ 10,215 $ (133)
Certificates Certificates
of deposit of deposit 3,536 (50) — —
u.s. u.s.
government government
securities securities 118,021 (893) 26,911 (588)
$ 166,651 $ (1,392) $ 37,126 $ (721)
$
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6. Goodwill and Intangible Assets

The carrying amount of goodwill was $512.9 million at both September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023. Goodwill represents the excess
purchase price over the fair value of net assets acquired. The annual impairment test was performed as of October 31, 2022 October 31, 2023. No impairment of goodwill was
identified during 2022, and no 2023, nor has any impairment of goodwill was been identified during the nine three months ended September 30, 2023 March 31, 2024.

Intangible assets at September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023 were as follows:

As of September 30, 2023

As of December 31, 2022

Net
Accumulated Carrying Gross
Gross Amount Amortization  Amount Amount

As of March 31, 2024

Gross

Amount

Net

Accumulated Carrying

Amortization  Amount
As of March
31, 2024 As of December 31, 2023
Gross Accumulated Net Carrying  Gross Accumulated Net Carrying
Amount Amortization Amount Amount Amortization Amount

Customer  Customer

relationships relationships  $ 62,785 $ (50,455) $ 12,330 $ 62,785

Non- Non-

compete compete

agreements agreements 13,200 (10,605) 2,595 13,275
Trademarks Trademarks 19,870 (12,866) 7,004 19,870
Acquired Acquired

technology technology 157,627 (92,551) 65,076 157,638
Capitalized Capitalized

software software

development development

costs costs 49,771 (8,422) 41,349 28,519

$ (40,981) $ 21,804

(8642) 4,633
(8,663) 11,207
(74,910) 82,728
(3210) 25,309

$ 303,253 $(174,899) $128,354 $282,087

$(136,406) $145,681

Capitalized software
development costs
Capitalized software
development costs

I

The Company recorded intangible assets from various prior business combinations as well as capitalized software development costs. Intangible assets are amortized on a
straight-line basis over their estimated useful lives, which range from twothree to seven years. Amortization expense included in cost of revenues on the condensed consolidated
statements of comprehensive lossincome (loss) was $8.0 $8.3 million and $6.5 $7.3 million for the three months ended September 30, 2023 March 31, 2024 and 2022, respectively,
and $22.9 million and $18.7 million for the nine months ended September 30, 2023 and 2022, 2023, respectively. Amortization expense included in operating expenses on the
condensed consolidated statements of comprehensive lossincome (loss) was $5.3 million $4.8 million and $4.4 million $5.3 million for the three months ended September 30,

2023 March 31, 2024 and 2022, respectively, and $15.8 million and $13.3 million for the nine months ended September 30, 2023 and 2022, 2023, respectively.

The estimated future amortization expense related to intangible assets as of March 31, 2024 was as follows:

Year Ended December 31,
2024 (April 1 to December 31)
2025

2026

2027

2028

Thereafter

Total amortization

Q2 HOLDINGS, INC.
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$ 38,045
33,677

27,109

11,173

4,904

341

$ 115,249
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The estimated future amortization expense related to intangible assets as of September 30, 2023 was as follows:

Amortization

Year Ended December 31,

2023 (October 1 to December 31) $ 13,141
2024 48,883
2025 31,040
2026 24,471
2027 8,536
Thereafter 2,283
Total amortization $ 128,354

7. Leases

The Company leases office space under non-cancellable operating leases for its corporate headquarters in Austin, Texas in two adjacent buildings under separate lease
agreements. Pursuant to the first of which the Company leases office space with an initial term that expires on April 30, 2028, with the option to extend the lease for an additional
ten-year term. Pursuant to the second of which the Company leases office space with lease terms of approximately ten years, with options to extend the leases on the second
building from five to ten years. The Company also leases office space in other U.S. cities located in Nebraska, lowa, North Carolina, Texas and Minnesota. Internationally, the
Company leases offices in India, Australia and the United Kingdom. The Company believes its current facilities will be adequate for its needs for the foreseeable future.

Maturities of the Company's operating lease liabilities for lease terms in excess of one year at September 30, 2023 March 31, 2024 were as follows:

Operating Leases

Operating
Leases Operating Leases
Year Ended Year Ended
December 31, December 31,
2023 (October 1 to
December 31) $ 3,032
2024 11,638
2024 (April 1 to December
31)
2024 (April 1 to December
31)
2024 (April 1 to December
31)
2025 2025 10,638
2026 2026 9,624
2027 2027 8,369
2028
Thereafter Thereafter 23,408
Total Total
lease lease
payments payments $ 66,709
Less: Less:
imputed interest imputed interest (10,748)
Total Total
operating lease operating lease
liabilities liabilities $ 55,961

The operating lease liabilities include $14.0 million in optional lease renewals where the Company is reasonably certain of exercising those options.

During the nine months ended September 30, 2023, the The Company has exited and made available for sublease certain leased office spaces, and updated assessments of
previously exited leased office spaces. As a result, the Company evaluated the recoverability of its right of use and other lease related assets and determined that their carrying
values were not fully recoverable. The Company calculated the impairment by comparing the carrying amount of the asset group to its estimated fair value using a discounted cash
flow model. As such, of December 31, 2023, an impairment of $1.9 million was recorded to right of use assets, $0.2 million was recorded to property and equipment and an
additional $0.3 million was recorded to accrued liabilities and other long-term liabilities for expected expenses and fees associated with exiting the leased office space as of
September 30, 2023. space. These charges were recorded within operating expenses on the condensed consolidated statements of comprehensive loss forincome (loss). During
the nine three months ended September 30, 2023. March 31, 2024, no impairment charges related to right of use or other lease related assets were recorded.

Q2 HOLDINGS, INC.
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(in thousands, except per share amounts and unless otherwise indicated)

8. Commitments and Contingencies

The Company has non-cancelable contractual commitments related to the 2026 Notes and the 2025 Notes (each as defined below) as well as the related interest. The interest

on the 2026 Notes is payable semi-annually on June 1 and December 1 of each year. The interest on the 2025 Notes is payable semi-annually on May 15 and November 15 of each

year. The Company also has non-cancelable contractual commitments for certain third-party products, stadium sponsorship costs, co-location and hosting fees and other product
costs. Several of these purchase commitments for third-party products contain both a contractual minimum obligation and a variable obligation based upon usage or other factors
which can change on a monthly basis. The estimated amounts for usage and other factors are not included within the table below.

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

Future minimum contractual commitments that have initial or remaining non-cancelable terms in excess of one year at September 30, 2023 March 31, 2024 were as follows:

Contractual

Commitments

Contractual
Commitments Contractual Commitments

Year Ended Year Ended
December  December
31, 31,

2023 (October 1 to
December 31) $ 12,197

2024 49,366

2024 (April 1 to
December 31)

2024 (April 1 to
December 31)

2024 (April 1 to
December 31)

2025 2025 235,108
2026 2026 321,638
2027 2027 4,819
2028

Thereafter = Thereafter 3,500

Total Total
commitments commitments $ 626,628

Legal Proceedings

From time to time, the Company may become is involved in legal proceedings arising in the ordinary course of its business. The Company is not presently a party to any legal
proceedings that, if determined adversely to the Company, would have a material adverse effect on the Company.

Gain Contingencies
From time to time the Company may realize a gain contingency, however, recognition will not occur until cash is received.
Loss Contingencies

In the ordinary course of business, the Company is subject to loss contingencies that cover a range of matters. An estimated loss from a loss contingency, such as a legal
proceeding or claim, is accrued if it is probable that a liability has been incurred and the amount of the loss can be reasonably estimated.

9. Convertible Senior Notes

The following table presents details of the Company's convertible senior notes outstanding as of March 31, 2024, which are further discussed below (original principal (principal
in thousands):

Conversion Rate

N Initial
Matuty Interest Rate forERchEL000 Conversion Price per
Month Issued Date (1) Original Principal per Annum Principal 2 Share
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February February

2023 Notes 15, 2018 15, 2023 $ 230,000 0.75 % $ 17.4292 $ 57.38
Date Date Maturity Rat
Issued Issued Date (1) Principal An
2026 2026 June 1, June 1,
Notes Notes 2019 2026 $ 316,250 0.75 % $ 11.2851 $ 88.61
2025 2025 November November
Notes Notes 15, 2020 15, 2025 $ 350,000 0.125 % $ 7.1355 $ 140.14

(1) Unless earlier converted or repurchased in accordance with their terms prior to such date

(2) Subject to adjustment upon the occurrence of certain specified events

As further defined and described below, the 2023 Notes, 2026 Notes and the 2025 Notes are collectively referred to as the Notes.

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

In February 2018, the Company issued $230.0 million principal amount of convertible senior notes due in February 2023, or the 2023 Notes. Interest was payable semi-
annually on February 15 and August 15 of each year, commencing on August 15, 2018. In November 2020, the Company exchanged $181.9 million in aggregate principal amount
of the 2023 Notes for $210.7 million in aggregate principal of 2025 Notes (as described below) and 1.3 million shares of common stock. The Company did not receive any cash
proceeds from the exchange. In exchange for issuing 2025 Notes pursuant to the exchange transaction, the Company received and cancelled the exchanged 2023 Notes. In May
2021, the Company repurchased $37.1 million in aggregate principal amount of the 2023 Notes for $63.7 million in cash. In February 2023, the Company repaid $10.9 million of
principal and the remaining accrued interest in cash to the debt holders to fully settle the 2023 Notes on the maturity date.

In June 2019, the Company issued $316.3 million principal amount of convertible senior notes due in June 2026, or the 2026 Notes. Interest is payable semi-annually on June
1 and December 1 of each year, commencing on December 1, 2019.

In November 2020, the Company issued $350.0 million principal amount of convertible senior notes due in November 2025, or the 2025 Notes. This was achieved by
exchanging $181.9 million principal amount of the 2023 Notes for $210.7 million principal amount of the 2025 Notes and issuing an additional $139.3 million of new notes. Interest is
payable semi-annually on May 15 and November 15 of each year, commencing on May 15, 2021.
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(in thousands, except per share amounts and unless otherwise indicated)

In March 2023, the Company repurchased $12.3 million in aggregate principal amount of the 2026 Notes for $10.7 million in cash and repurchased $159.0 million in aggregate
principal amount of the 2025 Notes for $138.4 million in cash. The partial repurchase of the 2026 Notes and 2025 Notes resulted in a $19.9 million gain on early debt
extinguishment, of which $1.8 million consisted of unamortized debt issuance costs. This gain was recorded within other income (expense) on the condensed consolidated
statements of comprehensive loss. income (loss). The Company may repurchase additional 2025 Notes and/or 2026 Notes from time to time through open market purchases, block
trades, and/or privately negotiated transactions, in compliance with applicable securities laws and other legal requirements. The timing, volume, and nature of the repurchases will
be determined by the Company based on the capital needs of the business, market conditions, applicable legal requirements, and other factors.

The Notes are the Company's senior unsecured obligations and rank senior in right of payment to any of the Company's indebtedness that is expressly subordinated in right of
payment to the Notes, rank equally in right of payment with any of the Company's indebtedness that is not so subordinated, are effectively junior in right of payment to any of the
Company's secured indebtedness to the extent of the value of the assets securing such indebtedness and are structurally junior to all indebtedness and other liabilities (including
trade payables) of the Company's current and future subsidiaries.

On or after June 5, 2023 or November 20, 2023 for the 2026 Notes and 2025 Notes, respectively, the Company may redeem for cash all or any portion of the 2026 or 2025
Notes, at the Company's option, if the last reported sale price of the Company's common stock has been at least 130% of the conversion price in effect for at least 20 trading days
(whether or not consecutive) during any 30-consecutive trading-day period. If the Company calls any or all of the 2026 or 2025 Notes for redemption, holders may convert all or any
portion of their 2026 or 2025 Notes at any time prior to the close of business on the scheduled trading day prior to the redemption date, even if the 2026 or 2025 Notes are not
otherwise convertible at such time. After that time, the right to convert such 2026 or 2025 Notes will expire, unless the Company defaults in the payment of the redemption price, in
which case a holder of 2026 or 2025 the Notes may convert all or any portion of its 2026 or 2025 Notes until the redemption price has been paid or duly provided for.

On or after March 1, 2026 or August 15, 2025 for the 2026 Notes and 2025 Notes, respectively, holders may convert all or any portion of their Notes at any time prior to the
close of business on the second scheduled trading day immediately preceding the maturity date, regardless of the succeeding conditions described herein. Upon conversion, the
Company will pay or deliver cash, shares of its common stock or a combination of cash and shares of its common stock, at its election, as described in the indenture indentures
governing the Notes.
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Holders may convert their Notes at their option at any time prior to the close of business on the business day immediately preceding March 1, 2026 or August 15, 2025 for the
2026 Notes and 2025 Notes, respectively, only under the following circumstances:

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

« during any calendar quarter commencing after the calendar quarter ending on September 30, 2019 or March 30, 2021 (and only during such calendar quarter), for the 2026
Notes and 2025 Notes, respectively, if the last reported sale price of the common stock for at least 20 trading days (whether or not consecutive) during a period of 30
consecutive trading days ending on, and including, the last trading day of the immediately preceding calendar quarter is greater than or equal to 130% of the conversion
price on each applicable trading day;

« during the five consecutive business day period after any five consecutive trading day period in which the trading price per $1,000 principal amount of the Notes for each
trading day of the measurement period was less than 98% of the product of the last reported sale price of the Company's common stock and the conversion rate on each
such trading day; or

« upon the occurrence of specified corporate events.

If a fundamental change (as defined in the relevant indenture governing each of the Notes) occurs prior to the maturity date, holders of each of the Notes may require the
Company to repurchase all or a portion of their notes for cash at a repurchase price equal to 100% of the principal amount of the Notes, plus any accrued and unpaid interest to, but
excluding, the fundamental change repurchase date.

As of September 30, 2023 March 31, 2024, the 2026 Notes and 2025 Notes were not convertible.

The 2023 Notes, 2026 Notes
Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and 2025 unless otherwise indicated)

The Notes consist of the following:

As of September 30, 2023 As of December 31, 2022

2023 2023
Notes 2026 Notes 2025 Notes Notes 2026 Notes 2025 Notes

As of March 31, 2024 As of March 31, 2024 As of December 31, 2023

2026 Notes 2026 Notes 2025 Notes 2026 Notes 2025 Notes
Principal Principal ~ $ — $303,995 $191,000 $10,908 $316,250 $350,000

Unamortized Unamortized

debt debt

issuance issuance

costs costs — (3,446)  (1,580) (5) (4,563) (3,898)
Net Net
carrying carrying

amount  amount $— $300,549 $189,420 $10,903 $311,687 $346,102

The following table sets forth total interest expense recognized related to the 2023, 2026 and 2025 Notes:

Three Months Ended September 30, Nine Months Ended September 30,

2023 2022 2023 2022
Three Months Ended March 31,
Three Months Ended March 31,

Three Months Ended March 31,

2024

2024

2024
Contractual interest expense
Contractual interest expense
Contractual Contractual
interest expense  interest expense $ 630 $ 722 $ 1,963 $ 2,168
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Amortization of Amortization of
debt issuance debt issuance
costs costs 495 676 1,608 2,043

Amortization of debt issuance costs
Amortization of debt issuance costs
Total Total $ 1,125 $ 1,398 $ 3,571 $ 4,211

Total
Total

Debt issuance costs are amortized on a straight-line basis, which approximates the effective interest method, to interest expense over the expected life of the Notes. As
of September 30, 2023 March 31, 2024, the remaining period over which the debt issuance costs will be amortized for the 2026 Notes and 2025 Notes was 2.7 2.2 years and 2.11.6
years, respectively.

As of September 30, 2023 March 31, 2024, the if-converted value of the 2026 Notes and 2025 Notes did not exceed the principal amount. The if-converted values were
determined based on the closing price of the Company's stock on September 30, 2023 March 31, 2024.

Capped Call Transactions

In connection with the issuance of the 2026 Notes and 2025 Notes, the Company entered into two separate capped call transactions with one or more counterparties, or the
Capped Calls. The Capped Calls associated with the 2026 Notes have an initial strike price of $88.6124 per share, subject to certain adjustments, which corresponds to the initial
conversion price of the 2026 Notes. The Capped Calls associated with the 2025 Notes have an initial strike price of $140.1443 per share, subject to certain adjustments, which
corresponds to the initial conversion price of the 2025 Notes. The Capped Calls associated with the 2026 Notes have an initial cap price of $139.00 per share. The Capped Calls
associated with the 2025 Notes have an initial cap price of $211.54 per share. The Capped Calls are expected to offset the potential dilution to the common stock upon any
conversion of the 2026 Notes or 2025 Notes and/or offset any cash payments the Company is required to make in excess of the principal amount of the 2026 Notes or 2025 Notes
in the event the market price per share of common stock is greater than the strike price of the Capped Call, with such offset subject to a cap. If, however, the market price per share
of the common stock exceeds the cap price of the Capped Calls, there would be dilution and/or there would not be an offset of such potential cash payments, in each case, to the
extent that the then-market price per share of the common stock exceeds the cap price. As the

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

Capped Calls are considered indexed to the Company's stock and are considered equity classified, they are recorded in stockholders' equity on the condensed consolidated
balance sheet and are not accounted for as derivatives. The cost of $40.8 million incurred in connection with the Capped Calls associated with the 2026 Notes was recorded as a
reduction to additional paid-in capital. The cost of $39.8 million incurred in connection with the Capped Calls associated with the 2025 Notes was recorded as a reduction to
additional paid-in capital. common stock.

In March 2023, in connection with the partial repurchase of the 2026 Notes and 2025 Notes, the Company terminated the Capped Calls in a notional amount corresponding to
the aggregate principal amount of the 2026 Notes and 2025 Notes that were repurchased. As a result of the termination of the related Capped Calls, the Company received cash
payments of $0.1 million. The proceeds were recorded as an increase to additional paid-in capital on the condensed consolidated balance sheets.

10. Stock-Based Compensation

In March 2014, the Company's board of directors approved the 2014 Equity Incentive Plan, or 2014 Plan. The 2014 Plan contained a provision that automatically increased the
shares available for issuance under the plan on January 1 of each year subsequent to the 2014 Plan's adoption through 2024, by an amount equal to the smaller of (a) 4.5% of the
number of shares of common stock issued and outstanding on the immediately preceding December 31, or (b) an amount determined by the Company's board of directors. The
2014 Plan terminated on June 1, 2023, except with respect to the outstanding awards previously granted thereunder. As of June 1, 2023, there were 7,606 shares of common stock
that were reserved for issuance pursuant to outstanding awards, assuming maximum performance, under the 2014 Plan.

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

In May 2023, the Company's stockholders approved the 2023 Equity Incentive Plan, or 2023 Plan, with an effective date of June 1, 2023., under which stock options, stock
appreciation rights, restricted stock, restricted stock units, performance shares and units and other cash-based or stock-based awards may be granted to employees, consultants
and directors. At time of approval, up to 14,045 shares of common stock were reserved for issuance under the 2023 Plan, all of which consisted of shares previously reserved for
issuance under the 2014 Plan and any shares that would otherwise be returned to the 2014 Plan as a result of the forfeiture, repurchase or termination of unissued shares subject to
options or restricted awards issued under that plan. The 2023 Plan is a successor to and continuation of the Company’s 2014 Plan. As of September 30, 2023 March 31, 2024,
7,7305,796 shares remain authorized and available for future issuance under the 2023 Plan, assuming attainment of maximum performance for any market stock units or
performance stock units.

In March 2014, the Company adopted its employee stock purchase plan, Employee Stock Purchase Plan, or ESPP. The plan was implemented starting January 3, 2022,
pursuant to which certain participating domestic employees are able to purchase shares of the Company's common stock at a 15% discount of the lower of the market price at the
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beginning or end of the offering period. Offering periods commence on each June 1 and December 1. The Board provided for a share reserve with respect to the ESPP of 800
shares. The ESPP contains a provision that automatically increases the shares available for issuance under the plan on January 1 of each year through 2024, by an amount equal
to the lesser of (a) 500 shares, (b) 1% of the number of shares issued and outstanding on the immediately preceding December 31, or (c) such other amount as may be determined
by the Company's board of directors. During the nine months ended September 30, 2023 As of March 31, 2024, the Company issued 146 shares under the ESPP and as of
September 30, 2023, 983 1,374 shares remain authorized and available for future issuance under the ESPP.

During the first quarter of 2023, a new form of performance stock units, or PSUs, were granted to the Company's executives under the 2014 Plan. The Company values PSUs
at the closing market price on the date of grant. The minimum percentage of PSUs that can vest is 0%, with a maximum percentage of 200%. The vesting of PSUs is conditioned
upon the achievement of certain internal targets and will vest over a two-year and three-year performance period. The Company recognizes compensation expense using the
accelerated attribution method over the performance period, if it is probable that the performance condition will be achieved. Adjustments to compensation expense are made each
reporting period based on changes in our estimate of the number of PSUs that are probable of vesting.

Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

Stock-based compensation expense was recorded in the following cost and expense categories on the Company's condensed consolidated statements of comprehensive
loss:income (loss):

Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022

Cost of revenues Cost of revenues $ 3,373 $ 2,898 $ 10,323 $ 8,972
Cost of revenues
Cost of revenues
Sales and marketing
Sales and marketing
Sales and marketing Sales and marketing 4,050 4,286 13,133 11,624
Research and Research and
development development 3,908 3,661 11,691 10,363
Research and development
Research and development
General and administrative
General and administrative
General and General and
administrative administrative 9,778 5,919 24,672 17,341

Total stock-based Total stock-based

compensation compensation

expense expense $ 21,109 $ 16,764 $ 59,819 $ 48,300

Total stock-based compensation expense

Total stock-based compensation expense

11. Income Taxes

In accordance with applicable accounting guidance, the income tax expense for the nine three months ended September 30, 2023 March 31, 2024 is based on the estimated
annual effective tax rate for fiscal year 2023. 2024. The Company's provision for income taxes is based on estimated effective tax rates derived from an estimate of annual
consolidated earnings before taxes, adjusted for nondeductible expenses, other permanent items, valuation allowances, and any applicable income tax credits.

The Company's provision for income taxes reflected an effective tax rate of approximately (4.5) (12.7)% and (1.7) (3.6)% for the three months ended September 30, 2023 March
31, 2024 and 2022, respectively, and (3.3)% and (2.9)% for the nine months ended September 30, 2023 and 2022, 2023, respectively. For the three and nine months ended
September 30, 2023 March 31, 2024 and 2022, 2023, the Company's effective tax rate was lower than the U.S. federal statutory rate primarily due to its valuation allowance
offsetting the benefits of losses. The Company's income tax expenses and benefits consist primarily of state current income tax expense, deferred income tax expense relating to
the tax amortization of recently previously acquired goodwill and current income tax expense from foreign operations.

To date, the Company has provided a valuation allowance against most of its deferred tax assets as it believes the objective and verifiable evidence of its historical pretax net

losses outweighs any positive evidence of its forecasted future results. The Company will continue to monitor the positive and negative evidence, and it will adjust the valuation
allowance as sufficient objective positive evidence becomes available.

As of September 30, 2023 March 31, 2024, the Company had $0.5$0.7 million in uncertain tax positions, including an insignificant amount of accrued interest, representing a
decrease of $0.5 million no change from the balance at December 31, 2022. Of this amount, $0.5 million resulted in a state income tax benefit during the nine months ended
September 30, 2023 December 31, 2023. The Company's tax years 2019 2020 through 2022 2023 generally remain open to examination by the major taxing jurisdictions to which
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the Company is subject. Operating losses generated in years prior to 2019 2020 remain open to adjustment until the statute of limitations closes for the tax year in which the net
operating losses are utilized.
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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 interim condensed consolidated financial
statements and related notes included elsewhere in this Quarterly Report on Form 10-Q and in our other SEC filings, including the audited consolidated financial statements and the
accompanying notes for the fiscal year ended December 31, 2022 December 31, 2023, which are included in our Annual Report on Form 10-K, filed with the SEC on February 21,
2023 February 21, 2024. In addition to historical condensed consolidated financial information, the following discussion contains forward-looking statements that reflect our plans,
estimates and beliefs. Our actual results could differ materially from those discussed in the forward-looking statements. Factors that could cause or contribute to these differences
include those discussed below and elsewhere in this Quarterly Report on Form 10-Q, particularly in the sections titled "Risk Factors" and "Special Note Regarding Forward Looking
Statements," which include a discussion of the uncertainties, risks and assumptions associated with these statements. The following discussion and analysis also includes a
discussion of certain non-GAAP financial measures. For a description and reconciliation of the non-GAAP measures discussed in this section, see "Non-GAAP Financial Measures."

Overview

We are a leading provider of digital banking and lending solutions to financial institutions, financial technology companies, or FinTechs, and alternative finance companies, or
Alt-FIs, and other innovative companies, or Brands, wishing wanting to incorporate banking into their customer engagement and servicing strategies. Our solutions transform the
ways in which financial institutions and other financial services providers engage with account holders and end users, or End Users. Our solutions include a broad and deep portfolio
of digital banking solutions; digital lending and relationship pricing solutions; an open technology platform, the Q2 Innovation Studio, which is a portfolio of technologies and
programs which can be leveraged to design, develop, and distribute innovative products, services, features, and integrations by enabling a partnership ecosystem on Q2's digital
banking platform; and Helix, a cloud-native core that also serves as a comprehensive banking as a service, or Baas, solution, both of which enables enable innovative companies
and financial institutions to integrate unique banking products and services into their offerings. We purpose-build our platforms and solutions to enable success for our customers
and technology partners by allowing them to digitize their operations and offerings, differentiate their digital brands, integrate traditional and emerging financial services, and
ultimately, enhance their End-User acquisition, engagement and retention and improve their operational efficiencies and profitability.

Significant resources, personnel and expertise are required to effectively deliver and manage advanced digital banking and lending solutions in the complex and heavily
regulated financial services industry requires significant resources, personnel and expertise. industry. We provide digital solutions that are designed to be highly configurable,
scalable and adaptable to the specific needs of our customers. We design and develop our solutions with an open platform approach intended to provide comprehensive integration
among our solution offerings and our customers' internal and third-party systems. This integrated approach allows our customers to deliver unified and robust financial experiences
across digital channels. Our solutions provide our customers the flexibility to configure their digital services in a manner that is consistent with each customer's specific offerings,
workflows, processes and controls. Our solutions also allow our customers to personalize the digital experiences they deliver to their End Users by extending their individual
services and brand requirements across digital channels. Our solutions and our data center infrastructure and resources are designed to comply with the stringent security and
technical regulations applicable to financial institutions and financial services providers and to safeguard our customers' data and that of their End Users.

We have deep domain expertise in developing and delivering advanced digital banking and lending solutions designed to help our customers and technology partners compete
in the complex and heavily regulated financial services industry. Over 18 19 years ago, Q2 began by providing digital banking solutions to domestic regional and community financial
institutions. institutions, or RCFIs. We have rapidly grown since then through a combination of broad market acceptance of our award-winning solutions and relentless innovation,
investment and acquisitions, while expanding our solutions to larger financial institutions. acquisitions. Our portfolio collection of solutions now spans digital banking, digital lending
profitability, onboarding, security, and relationship pricing, digital account opening, regulatory and compliance, account switching, data-driven sales enablement, spending insights
and portfolio management, and we now serve account holders and borrowers across retail, small to medium business, or SMB, and commercial segments in domestically and
outside of the U.S. In addition to our open technology platform solutions and BaasS offerings. offerings, we also offer a suite of risk and fraud solutions designed to assist our
customers in their effort to safeguard the financial service offerings against fraudulent activities. While we remain focused on our founding mission of building stronger and more
diverse communities by strengthening their financial institutions, we intend to draw on our broad solution product portfolio and deep domain expertise to both further penetrate the
digital banking market and drive meaningful expansion activity within our robust customer base to lead the transformation into a new frontier of across financial services.
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The financial services industry is undergoing tremendous change, influenced experiencing significant transformation driven by three major factors. First, the growing demand
within financial institutions demand now, more than ever, to digitize their operations and offerings. Second, offerings, as well as the rise of FinTechs and the innovation they bring to
the market Alt-Fls, which are increasing End-User demand and reshaping End User expectations for new, more engaging innovative and meaningful engaging digital financial
experiences. And third, major innovative Brands recognize that incorporating banking into their strategy is an opportunity These shifts are leading to leverage the trust that their End
Users place in them, driving deeper engagement with those End Users. These three forces continue to converge, creating what we believe is a new frontier in financial services in
whichroles and interdependencies among financial institutions, FinTechs and Brands will have new roles and interdependencies, and which will require Alt-Fls, necessitating new
technology, new partners, partnerships, and new business models. We believe that lasting value creation in financial services will be achieved by those companies that can
support are capable of supporting and enhance the convergence enhancing this convergence. We have developed a comprehensive suite of these forces. In addition, we have built
a broad set of solutions that we believe equips us to accelerate and optimize this convergence, —ranging from digitizing the entire bank, banks to facilitating partnerships
among between financial institutions, FinTechs, and FinTechs, to enabling Brands to incorporate banking into their products and customer relationships. Alt-Fls.

We deliver our solutions to most of our customers using a software-as-a-service, or SaaS, model under which our customers pay subscription fees for the use of our solutions.
Our digital banking platform customers have numerous End Users, and those End Users can represent one or more account holders registered to use one or more of our solutions
on our digital banking platform. We generally price our digital banking platform solutions based on the number of solutions purchased by our customers and the number of
Registered Users, (as as defined below) in "Key Operating Measures"below, or commercial account holders utilizing our solutions. We generally earn additional revenues from our
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digital banking platform customers based on the number of End Users on our solutions, the number of transactions that End Users perform on our solutions, inand the excess
number of the levels users and transactions above what is included in our standard subscription fee. As a result, our revenues from digital banking platform customers grow as our
customers buy more solutions from us and increase the number of End Users utilizing our solutions and as those users increase their number of transactions on our solutions. The
structure and terms of our newer digital lending and relationship pricing arrangements vary, but generally are also sold on a subscription basis through our direct sales organization,
and the related revenues are recognized over the terms of the customer agreements. The structure and terms of our Helix arrangements with FinTechs and Brands vary, but
typically involve relatively lower contracted minimum revenues and instead emphasize usage-based revenue, with such revenue recognized as it is incurred.

We have achieved significant growth since our inception. During each of the past 10 years, our average number of Registered Users per installed customer on our digital
banking platform, or Installed Customer, has grown, and in many instances we have been able to sell additional solutions to existing customers. Our revenues per Installed
Customer and per Registered User vary period-to-period based on the length and timing of customer implementations, changes in the average number of Registered Users per
customer, sales of additional solutions to existing customers, changes in the number of transactions on our solutions by Registered Users and variations among existing customers
and new customers with respect to the mix of purchased solutions and related pricing. Please see "Management's Discussion and Analysis of Financial Condition and Results of
Operations—Key Operating Measures" for additional detail on how we define "Installed Customers" and "Registered Users."

We believe we have a significant the opportunity to continue to grow our business and that the investments we are making are positioning us to continue to realize revenue
growth and improve our operating efficiencies. These investments will increase our costs on an absolute dollar basis, but the timing and amount of these investments will vary based
on the rate at which we expect to add new customers, the implementation and support needs of our customers, our software development plans, our technology and physical
infrastructure requirements and the internal needs of our organization. Many of these investments will occur in advance of any associated benefit which at times may make it difficult
to determine if we are effectively allocating our resources. benefit. If we are successful in growing our revenues by selling additional innovative solutions to existing customers and
creating deeper End User engagement, we anticipate that greater economies of scale and increased operating leverage will improve our margins over the long term.

We primarily sell our solutions primarily through our professional direct sales organization. While the financial institutions market is well-defined due to the regulatory
classifications of those financial institutions, markets for FinTechs Alt-FIs and Brands Alt-Fls are broader and more difficult to define due to the changing number of providers in each
market. Over the long term, we intend to continue to invest in additional sales representatives to identify and address opportunities in the financial institution, FinTech Alt-FI and
Brand Alt-FI markets across the U.S. and internationally and to increase our number of sales support and marketing personnel, as well as our investment in marketing initiatives
designed to increase awareness of our solutions and generate new customer opportunities.

We have continuously invested in expanding and improving our digital banking platform since its introduction we introduced it in 2005, and we intend to continue investing both
organically and inorganically through to selectively pursue acquisitions of and strategic investments in technologies that will strengthen and expand the features and functionality of
our solutions and provide access to expand our portfolio of solutions. new customers and new markets. Additionally, over the past several years we have acquired or developed new
solutions and additional functionality that serve a broader range of needs of financial institutions as well as the needs of FinTechs Alt-FlIs and Brands. Alt-Fls. Our integrated, end-to-
end collection of solutions includes retail, small business SMB and commercial banking, regulatory and compliance, digital lending and relationship pricing, open platform solutions,
Baas, digital account opening, account switching and data-driven sales enablement, spending insights and portfolio management solutions among others. We believe our solutions
afford us a distinct competitive advantage, servicing retail, SMB and commercial needs and reflect the culmination of years of strategic development and innovation which in turn
has solidified our competitive market position. We have also introduced the Q2 Innovation Studio, an API-based and SDK-based open technology platform that allows our financial
institution customers and other technology partners to develop unique extensions of and integrations to our digital banking platform, allowing financial institutions to quickly and
easily deploy customized experiences and the latest financial services expected by End Users.
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We believe that financial services providers are best served by a broad integrated portfolio of digital solutions that provide rapid, flexible and comprehensive integration with
internal and third-party solutions allowing them to provide modern, intuitive, advanced and regulatory-compliant digital banking and lending services. We also believe that the
breadth and depth of our solution offerings and customer base, our open and flexible platform approach, our position as a leading provider of digital banking solutions to a large
network of financial institutions, and our expertise in delivering new, advanced, innovative and regulatory-compliant digital banking and lending solutions uniquely position us to
capitalize on the new frontier in evolving needs and challenges within the financial services. services industry, enabling us to effectively innovate and adapt our offerings to meet the
ever-changing demands of our customers and their End Users. We currently intend to increase investments in technology innovation and software development as we enhance our
solutions and platforms and increase or expand the number of solutions that we offer.

As our business grows, we intend to continue to invest in and grow our services and delivery organization to support our customers' needs, help them through their digital
transformation, deliver our solutions in a timely and effective manner and maintain our strong reputation. We believe that delivery of consistent, high-quality customer support is a
significant driver of purchasing and renewal decisions of our prospects and customers. To develop and maintain a reputation for high-quality service, we seek to build deep
relationships with our customers through our customer service organization, which we staff with personnel who are motivated by our common mission of using technology to help
our customers succeed and who are knowledgeable with respect to the regulated and complex nature of the financial services industry.

Recent Events

Macroeconomic conditions There continues to be widespread geopolitical and the residual impacts macroeconomic uncertainties, some of the COVID-19 pandemic continue to
change globally. which are impacting business and consumer behavior. We believe the combination of higher interest rates and persistent inflation, supply chain disruptions, tight
labor markets, wage inflation, pricing volatility for certain goods and services, geopolitical uncertainty, recession fears and other macroeconomic conditions puts continues to put
pressure on some corporate growth initiatives. Rising Persistent elevated interest rates and recession fears, or an actual recession, also can any further increase in interest rates
may reduce account holder demand for loans and can reduce the creditworthiness of existing borrowers, resulting in operational challenges for financial institutions, including higher
credit losses and difficulty in assessing risk in their existing loan portfolios and in making new lending decisions. A significant portion of our revenues is derived from sales of our
digital banking platform to U.S. based RCFIs, which have and may continue to be impacted by challenges in the macroeconomic environment and financial services industry.
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However, we believe that higher interest rates also have increased the importance for financial institutions. Additionally, institutions to attract and retain depository relationships,
which we believe has increased demand for our digital banking solutions. In recent periods we have observed improved subscription bookings and associated revenue primarily
from our digital banking solutions as a result of banking conditions placing an importance on attracting and retaining deposits.

Some financial institutions have in the failures past experienced significant pressure due to economic uncertainty, liquidity concerns and increased regulation. In recent years,
many financial institutions have merged or been acquired, and periodically during downturns, a limited number of Silicon Valley Bank, Signature Bank and First Republic
Bank financial institutions have created failed, creating market disruption and uncertainty for the financial services industry, in particular among regional and community financial
institutions, or RCFls. To date, a substantial majority of our revenues continue to result from sales of our digital banking platform to U.S. based RCFls, which we define as federally
insured banks and credit unions with less than $100 billion in assets. Financial institutions, in particular RCFls, have experienced, and may continue to experience outflows of
deposits as account holders move their deposits to larger financial institutions with perceived better liquidity and risk management. The actions taken by such institutions to address
potential liquidity concerns have resulted in certain institutions incurring substantial costs that have negatively impacted, and may continue to negatively impact, their profitability and
could lead to further market instability or bank failures. Additionally, regulatory changes aimed at stabilizing the financial system could impose new burdens, further straining the
profitability of these institutions and potentially leading to a contraction in economic activities. The current market conditions, including deteriorating performance of loan portfolios,
capital constraints due to more stringent reserve requirements, and elevated levels of direct losses and charge-offs for some financial institutions, have also caused and may
continue to cause financial institutions to reduce lending activity as they seek to increase their reserves to maintain better liquidity. Additionally, banking regulators, alongside
increasingly cautious investors, have increased scrutiny of commercial real estate lending. This heightened attention may compel financial institutions with substantial commercial
real estate loan portfolios to adopt more stringent underwriting standards, enhance internal controls, bolster risk management policies, conduct more rigorous portfolio stress testing,
and maintain higher reserve levels. While the U.S. government has taken measures to strengthen public confidence in the banking system and protect depositors, such steps may
be insufficient to resolve the volatility in the financial markets and reduce the risk of additional bank failures.

Although we have a diversified customer base with no individual customer representing more than 4% of total revenue and our top 20 customers collectively accounting for less
than 25% of total revenue, each for the year ended December 31, 2022, we have been, and may continue to be, impacted by the current macroeconomic environment and the
challenges in the financial services industry. First Republic Bank, which was seized by regulators and immediately sold to JPMorgan Chase in May 2023, is a customer of ours, and
total revenue recognized for the year ended December 31, 2022 from them consisted predominantly of revenue from professional services and in total represented approximately
2.5% of our total revenue for the year. Financial institutions have and may continue to respond to this challenging operating environment by reducing or delaying purchases of digital
solutions and associated services. During the second half of 2022, we observed a decline in customer demand relative to our expectations earlier in the year for certain discretionary
aspects of our solutions, namely professional services, which we believe may have been related to the challenging macroeconomic environment. During the second half of 2022, we
also observed a decline in transactional and other revenue from our Helix and payment solutions, resulting from decreased usage. These effects have continued throughout 2023 to
date, and we expect continued negative impacts on our

professional services for the remainder of the year and into 2024, or until the macroeconomic environment and the health of the financial services industry stabilizes or improves.
Further, as a result of the continued macroeconomic uncertainty, starting in the second half of 2022, we began implementing certain measures to drive efficiencies in the
organization and improve the scaling of expenses relative to revenue growth, which have continued in 2023 and we expect to continue into 2024 and beyond. The duration and
severity of these general economic conditions and their long-term effects on us and our customers remain uncertain and difficult to predict. Refer to "Special Note Regarding
Forward Looking Statements" above and "Risk Factors" below and in our other SEC filings for further discussion of the impact and possible future impacts of general
macroeconomic uncertainty and the current challenges facing the financial services industry on our business.
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Key Operating Measures

In addition to the U.S. generally accepted accounting principles, or GAAP, measures described below in "Management's Discussion and Analysis of Financial Condition and
Results of Operations—Components "Components of Operating Results," we monitor the following operating measures to evaluate growth trends, plan investments and measure
the effectiveness of our sales and marketing efforts.

Installed Customers

We define Installed Customers as the number of customers on live implementations (or installations) of our digital banking platforms. The average size of our Installed
Customers, measured in both Registered Users per Installed Customer and revenues per Installed Customer, has increased over time as our existing Installed Customers continue
to add Registered Users and commercial account holders, buy more solutions from us, and as we add larger financial institutions to our Installed Customer base. The net rate at
which we add Installed Customers varies based on our implementation capacity, the size and unique needs of our customers, the readiness of our customers to implement our
solutions and customer attrition, including as a result of merger and acquisition activity among financial institutions. We had 450, 444 448 and 450 448 Installed Customers on our
digital banking platform as of December 31, 2022 December 31, 2023, 2022 and 2021, and 2020, respectively. The year-over-year change in our Installed Customer count for 2022
was associated with an uptick in customer go-lives, offset by customer merger and acquisition activity and customer terminations.

Registered Users

We define a Registered User as an individual related to an account holder of an Installed Customer on our consumer digital banking platform who has registered to use one or
more of our digital banking solutions and has current access to use those solutions as of the last day of the reporting period presented. We generally price our consumer digital
banking platform solutions based on the number of Registered Users, while our commercial digital banking platform solutions are priced using various methodologies. As the
number of Registered Users of our solutions increases, our revenues generally tend to grow. Our average number of Registered Users per Installed Customer grows as our existing
digital banking platform customers add more Registered Users and as we add larger financial institutions to our Installed Customer base. We anticipate that the number of
Registered Users will grow at a faster rate than our number of Installed Customers, however this will be partially offset as our commercial digital banking platform represents a
greater proportion of our Installed Customers solutions without the associated Registered User impact. The rate at which our customers add Registered Users varies significantly
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from period-to-period based on the timing of our implementations of new customers, the timing of registration of new End Users and customers performing inactive account clean-
up. We add new Registered Users through both organic and inorganic growth from existing customers and from the addition of End Users from new Installed Customers. Our
aggregate number of Registered Users is negatively impacted to the extent Installed Customers terminate all or a portion of their arrangements with us. Our Installed Customers had
approximately 22.0 million, 21.1 million 19.2 million and 17.8 19.2 million Registered Users as of December 31, 2022 December 31, 2023, 2021 2022 and 2020, 2021, respectively.
Registered Users as of September 30, 2023 March 31, 2024 were 22.0 million 23.0 million compared to 20.9 million 21.5 million as of September 30, 2022 March 31, 2023.

Net Revenue Retention Rate

We believe that our ability to retain our customers and expand their use of our products and services over time is an indicator of the stability of our revenue base and the long-
term value of our customer relationships. We One of the ways we assess our performance in this area is by using a metric we refer to as our net revenue retention rate, which we
previously referred to as our revenue retention rate. We calculate our net revenue retention rate as the total revenues in a calendar year, excluding any revenues from acquired
customers during such year, from customers who were implemented on any of our solutions as of December 31 of the prior year, expressed as a percentage of the total revenues
during the prior year from the same group of customers. Our net revenue retention rate provides insight into the impact on current year revenues of: the number of new customers
implemented on any of our solutions during the prior year; the timing of our implementation of those new customers in the prior year; growth in the number of End Users on such
solutions and changes in their usage of such solutions; and sales of new products and services to our existing customers during the current year, excluding any products or services
resulting from businesses acquired during such year and customer attrition. The most significant drivers of changes in our net revenue retention rate each year have

historically been the number of new customers in the prior year and the timing of our implementation of those new customers. The timing of our implementation of new customers in
the prior year is significant because we do not start recognizing revenues from new customers until they are implemented. If implementations are weighted more heavily in the first
or second half of the prior year, our net revenue retention rate will be lower or higher, respectively. For example, in In the first half of 2021, our implementations were weighted more
heavily, and we experienced a lower net revenue retention rate in 2022 as a result. The continued strength observed in subscription revenue derived from our existing customers,
offset by the expected decline in discretionary services revenue with some of our existing customers was reflected in the decline in net revenue retention rate in 2023. Our use of net
revenue retention rate has limitations as an analytical tool, and investors should not consider it in isolation. Other companies in our industry may calculate net revenue retention rate
differently, which reduces its usefulness as a comparative measure. Our net revenue retention rate was 110% 108%, 119% 110% and 122% 119% for the years ended December
31, 2022 December 31, 2023, 2022 and 2021, and 2020, respectively.
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Annualized Recurring Revenue

In addition to Total Annual Recurring Revenue, which we previously referred to as ARR, beginning with the third quarter of 2023, we are reporting We believe Subscription
Annual Recurring Revenue, or Subscription ARR.We believe Subscription ARR, and Total Annual Recurring Revenue, or Total ARR, provide important information about our future
revenue potential, our ability to acquire new clients, and our ability to maintain and expand our relationship with existing clients. We calculate Subscription ARR as the annualized
value of all recurring subscription revenue recognized in the last month of the reporting period, with the exception of variable revenue in excess of contracted amounts for which we
instead take the average monthly run rate of the trailing three months within that reporting period. Our Subscription ARR also includes the contracted minimum subscription amounts
associated with all contracts in place at the end of the quarter for which revenue recognition has not yet commenced. Subscription revenues are defined within "Critical Accounting
Policies and Significant Judgements and Estimates" in our Form 10-K. We calculate Total ARR as the annualized value of all recurring revenue recognized in the last month of the
reporting period, with the exception of variable revenue in excess of contracted amounts for which we instead take the average monthly run rate of the trailing three months within
that reporting period. Our Total ARR also includes the contracted minimums associated with all contracts in place at the end of the quarter for which revenue recognition has not yet
commenced, and revenue generated from Premier Services. Premier Services revenue is generated from select established customer relationships where we have engaged with
the customer for more tailored, premium professional services resulting in a deeper and ongoing level of engagement with them, which we deem to be recurring in nature. Total ARR
does not include revenue from professional services or other sources of revenue that are not deemed to be recurring in nature. Subscription and Total ARR are not a forecast of
future revenue, which can be impacted by contract start and end dates and renewal rates. Subscription and Total ARR should be viewed independently of revenue and deferred
revenue as Subscription and Total ARR are operating metrics and are not intended to be combined with or replace these items. Our use of Subscription and Total ARR has
limitations as an analytical tool, and investors should not consider it in isolation. Other companies in our industry may calculate Subscription ARR and Total ARR differently, which
reduces their usefulness as comparative measures.

Our Subscription ARR was $593.9 million, $500.9 million $426.7 million and $346.3 $426.7 million for the years ended December 31, 2022 December 31, 2023, 2021 2022 and
2020, 2021, respectively. Subscription ARR as of September 30, 2023 March 31, 2024 was $547.0 $615.1 million compared to $477.9 $521.3 million as of September 30,
2022 March 31, 2023. Our Total ARR was $734.8 million, $655.2 million $574.2 million and $464.2 $574.2 million for the years ended December 31, 2022 December 31, 2023,
2021 2022 and 2020, 2021, respectively. Total ARR as of September 30, 2023 March 31, 2024 was $693.6 $761.0 million compared to $633.7 $672.7 million as of September 30,
2022 March 31, 2023.

Revenue Churn

We utilize revenue churn to monitor the satisfaction of our customers and evaluate the effectiveness of our business solutions and strategies. We define revenue churn as the
amount of any monthly recurring revenue losses due to customer cancellations and downgrades, net of upgrades and replacements of existing solutions, during a year, divided by
our monthly recurring revenue at the end of the prior year. Cancellations refer to customers that have either stopped using our services completely or remained a customer but
terminated a particular service. Downgrades are a result of customers taking less of a particular service or renewing their contract for identical services at a lower price. We had
annual revenue churn of 6.3%6.1%, 5.4% 6.3% and 5.9% 5.4% for the years ended December 31, 2022 December 31, 2023, 2021 2022 and 2020, 2021, respectively. Our use of
revenue churn has limitations as an analytical tool, and investors should not consider it in isolation. Other companies in our industry may calculate revenue churn differently, which
reduces its usefulness as a comparative measure.

Non-GAAP Financial Measures
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In addition to financial measures prepared in accordance with GAAP, we use certain non-GAAP financial measures to clarify and enhance our understanding, and aid in the
period-to-period comparison, of our performance. We believe that these non-GAAP financial measures provide supplemental information that is meaningful when assessing our
operating performance because they exclude the impact of certain categories that our management and board of directors do not consider part of core operating results when
assessing our operational performance, allocating resources, preparing annual budgets and determining compensation. Accordingly, these non-GAAP financial measures may
provide insight to investors into the motivation and

decision-making of management in operating the business. Set forth in the tables below are the corresponding GAAP financial measures for each non-GAAP financial measure.
Investors are encouraged to review the reconciliation of each of these non-GAAP financial measures to its most comparable GAAP financial measure included below. While we
believe that these non-GAAP financial measures provide useful supplemental information, non-GAAP financial measures have limitations and should not be considered in isolation
from, or as a substitute for, their most comparable GAAP measures. These non-GAAP financial measures are not prepared in accordance with GAAP, do not reflect a
comprehensive system of accounting and may not be comparable to similarly titted measures of other companies due to potential differences in their financing and accounting
methods, the book value of their assets, their capital structures, the method by which their assets were acquired and the manner in which they define non-GAAP measures. Items
such as the deferred revenue reduction from purchase accounting, stock-based compensation, transaction-related costs, amortization of acquired technology, amortization of
acquired intangible assets and lease and other restructuring charges can have a material impact on our GAAP financial results.
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Non-GAAP Revenue

We define non-GAAP revenue as total revenue excluding the impact of purchase accounting. We monitor these measures to assess our performance because we believe our
revenue growth rates would be understated without these adjustments. We believe presenting non-GAAP revenue aids in the comparability between periods and in assessing our
overall operating performance. During the three months ended March 31, 2024, there was no impact of purchase accounting on revenue, and our non-GAAP total revenue is now
equivalent to our GAAP total revenue.

Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022
Revenue: Revenue:
Revenue:
Revenue:
GAAP revenue
GAAP revenue
GAAP revenue | GAAP revenue $ 154,967 $ 144,751 $ 462,506 $ 419,131
Deferred Deferred
revenue revenue
reduction from reduction from
purchase purchase
accounting accounting 76 104 275 515
Deferred revenue reduction from
purchase accounting
Deferred revenue reduction from
purchase accounting
Total Non-GAAP  Total Non-GAAP
revenue revenue $ 155,043 $ 144,855 $ 462,781 $ 419,646

Total Non-GAAP revenue
Total Non-GAAP revenue
Non-GAAP Operating Income

We provide non-GAAP operating income excluding that excludes such items as deferred revenue reduction from purchase accounting, stock-based compensation, transaction-
related costs, amortization of acquired technology, amortization of acquired intangible assets and lease and other restructuring charges. We believe excluding these items is useful
for the following reasons:

« Deferred revenue reduction from purchase accounting. We provide non-GAAP information that excludes the deferred revenue reduction from purchase accounting. We
believe that the exclusion of deferred revenue reduction from purchase accounting allows users of our financial statements to better review and understand the historical
and current results of our continuing operations.
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* Amortization of acquired technology and intangible assets. We provide non-GAAP information that excludes expenses related to purchased technology and intangible

assets associated with our acquisitions. We believe that eliminating these expenses from our non-GAAP measures is useful to investors, because the amortization of
acquired technology and intangible assets can be inconsistent in amount and frequency and significantly impacted by the timing and magnitude of our acquisition
transactions, which also vary in frequency from period to period. Accordingly, we analyze the performance of our operations in each period, both with and without such

expenses.

Stock-based compensation. We provide non-GAAP information that excludes expenses related to stock-based compensation. We believe that the exclusion of stock-based
compensation expense provides for a better comparison of our operating results to prior periods and to our peer companies as the calculations of stock-based
compensation vary from period to period and company to company due to different valuation methodologies, subjective assumptions and the variety of award types.
Because of these unique characteristics of stock-based compensation, we exclude these expenses when analyzing the organization's business performance.

Transaction-related costs. We exclude certain expense items resulting from our evaluation and completion of merger and acquisition and divestiture opportunities, such as
related legal, accounting and consulting fees and retention expense. We consider these adjustments, to some extent, to be unpredictable and dependent on a significant
number of factors that are outside of our control. Furthermore, transaction-related activities result in operating expenses that would not otherwise have been incurred by us
in the normal course of our organic business operations. We believe that providing these non-GAAP measures that exclude transaction-related costs allows users of our
financial statements to better review and understand the historical and current results of our continuing operations, and also facilitates comparisons to our historical results
and results of less acquisitive peer companies, both with and without such adjustments.

Lease and other restructuring charges. We provide non-GAAP information that excludes restructuring charges related to the estimated costs of exiting and terminating
facility lease commitments, partially offset by anticipated sublease income, any related impairments of the right of use assets as they relate to corporate restructuring and
exit activities, as well as severance and other related compensation charges associated with eliminating certain positions in connection with initiatives intended to align our
resources to the portions of our business that we believe will drive the most long-term value. These charges are inconsistent in amount and are significantly impacted by the
timing and nature of these events. Therefore, although we may incur these types of expenses in the future, we believe that eliminating these charges for purposes of
calculating the non-GAAP financial measures facilitates a more meaningful evaluation of our operating performance and comparisons to our past operating performance.

Three Months Ended September 30,

Nine Months Ended September 30,

2023 2022 2023 2022

GAAP operating loss (23,172) $ (27,091) $ (68,040) $ (72,274)
Deferred revenue reduction from purchase accounting 76 104 275 515
Stock-based compensation 21,109 16,764 59,819 48,300
Transaction-related costs 3 352 24 882
Amortization of acquired technology 5,885 5,603 17,648 16,810
Amortization of acquired intangibles 5,250 4,422 15,764 13,266
Lease and other restructuring charges 3,435 5,494 8,137 6,031
12,586 $ 5648 $ 33,627 $ 13,530

Non-GAAP operating income
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Three Months Ended March 31,

2024 2023

GAAP operating loss $ (14,185) $ (21,199)
Deferred revenue reduction from purchase accounting — 116
Stock-based compensation 20,801 18,086
Transaction-related costs — 12
Amortization of acquired technology 5,504 5,880
Amortization of acquired intangibles 4,828 5,262
Lease and other restructuring charges 1,133 1,961
$ 18,081 $ 10,118

Non-GAAP operating income

Adjusted EBITDA

We define adjusted EBITDA as net loss before depreciation, amortization, stock-based compensation, transaction-related costs, provision for income taxes, interest and other
(income) expense, net, deferred revenue reduction from purchase accounting, (gain) loss gain on extinguishment of debt, and lease and other restructuring charges. We believe that
adjusted EBITDA provides useful information to investors and others in understanding and evaluating our operating results for the following reasons:
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adjusted EBITDA is widely used by investors and securities analysts to measure a company's operating performance with and without regard to items that can vary
substantially from company to company depending upon their financing, capital structures and the method by which assets were acquired;

our management uses adjusted EBITDA in conjunction with GAAP financial measures for planning purposes, in the preparation of our annual operating budget, as a
measure of our operating performance, to assess the effectiveness of our business strategies and to communicate with our board of directors concerning our financial
performance;

adjusted EBITDA provides more consistency and comparability with our past financial performance, facilitates period-to-period comparisons of our operations and also
facilitates comparisons with other companies, many of which use similar non-GAAP financial measures to supplement their GAAP results; and

our investor and analyst presentations include adjusted EBITDA as a supplemental measure of our overall operating performance.

Adjusted EBITDA should not be considered as an alternative to net loss or any other measure of financial performance calculated and presented in accordance with GAAP.
The use of adjusted EBITDA as an analytical tool has limitations such as:

depreciation and amortization are non-cash charges, and the assets being depreciated or amortized will often have to be replaced in the future and adjusted EBITDA does
not reflect cash requirements for such replacements;

adjusted EBITDA may not reflect changes in, or cash requirements for, our working capital needs or contractual commitments;

adjusted EBITDA does not reflect the potentially dilutive impact of stock-based compensation;

adjusted EBITDA does not reflect interest or tax payments that could reduce cash available for use; and

other companies, including companies in our industry, might calculate adjusted EBITDA or similarly titled measures differently, which reduces their usefulness as
comparative measures.

Because of these and other limitations, you should consider adjusted EBITDA together with our GAAP financial measures including cash flow from operations and net loss.
The following table presents a reconciliation of net loss to adjusted EBITDA for each of the periods indicated (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022

Reconciliation of net loss to adjusted EBITDA:

Net loss $ (23,167) $ (27,791) $ (47,305) $ (76,572)
Deferred revenue reduction from purchase accounting 76 104 275 515
Stock-based compensation 21,109 16,764 59,819 48,300
Transaction-related costs 3 352 24 882
Depreciation and amortization 18,286 15,291 53,764 45,237
Lease and other restructuring charges 3,435 5,494 8,137 6,031
Provision for income taxes 1,006 469 1,503 2,173
(Gain) loss on extinguishment of debt — — (19,869) —
Interest and other (income) expense, net (1,091) 137 (2,593) 1,975

Adjusted EBITDA $ 19,657 $ 10,820 $ 53,755 $ 28,541
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Three Months Ended March 31,

2024 2023

Reconciliation of net loss to adjusted EBITDA:

Net loss $ (13,843) $ (516)
Deferred revenue reduction from purchase accounting — 116
Stock-based compensation 20,801 18,086
Transaction-related costs — 12
Depreciation and amortization 17,523 17,543
Lease and other restructuring charges 1,133 1,961
Provision for income taxes 1,555 18
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Gain on extinguishment of debt — (19,869)

Interest and other (income) expense, net (1,936) (879)

Adjusted EBITDA $ 25233 % 16,472

Components of Operating Results
Revenues

Revenue-generating activities directly relate to the sale, implementation and support of our solutions within a single operating segment. We derive the majority of our revenues
from subscription fees for the use of our solutions hosted in either our data centers or with cloud-based service providers, transactional revenue from bill-pay solutions and remote
deposit products, revenues for professional services and implementation services related to our solutions. solutions and certain third-party related pass-through fees. We recognize
the corresponding revenues over time on a ratable basis over the customer agreement term. term or as incurred based on the nature of the revenue. A small portion of our revenues
are derived from customers which host and manage our solutions on-premises or in third-party data centers under term license and maintenance agreements. We For these
customers, we recognize the software license revenue once the customer obtains control of the license, and which generally occurs at the start of each license term. For these
customers, we recognize the remaining arrangement consideration for maintenance revenue over time on a ratable basis over the term of the software license.

Subscription fees are based on the number of solutions purchased by our customers, the number of End Users using the solutions and other usage fees those users generate
using our solutions in excess of the levels included in our standard subscription fee. Subscription fees are billed monthly, quarterly or annually and are recognized monthly over the
term of our customer agreements. The initial term of our digital banking platform agreements averages over five years, although it varies by customer. The structure and terms of our
newer digital lending and relationship pricing arrangements vary, but generally are also sold on a subscription basis through our direct sales organization, and the related revenues
are recognized over the terms of the customer agreements. The structure and terms of our Helix arrangements with FinTechs and Brands vary, but typically involve relatively lower
contracted minimum revenues and instead emphasize usage-based revenue, with such revenue recognized as it is incurred. We begin recognizing subscription fees when the
control of the service transfers to the customer, generally when the solution is implemented and made available to the customer. We recognize revenue for bill-pay debit card and
debit card bill-pay related transaction services generated when End Users End-Users utilize debit cards card services integrated with within our Helix products and other payment
services payment-service solutions in the month incurred based on actual or estimated transactions. The timing of our implementations varies period-to-period based on our
implementation capacity, the number of solutions purchased by our customers, the size and unique needs of our customers and the readiness of our customers to implement our
solutions. We typically recognize any related implementation services revenues ratably over the initial customer agreement term beginning on the date we commence recognizing
subscription fees. Contract asset balances arise primarily when we provide services in advance of billing for those services. Amounts that have been invoiced are recorded in
accounts receivable, and in revenues or deferred revenues, depending on when control of the service transfers to the customer.

Weln recent periods we have observed improved subscription bookings and associated revenue primarily from our digital banking solutions as a result of banking conditions
placing an importance on attracting and retaining deposits. During the three months ended March 31, 2024, our subscription revenue growth was 13% as compared to the prior year
period, and we expect subscription revenue will continue to monitor the impacts the rising interest rates, current inflationary environment, challenges in the financial services
industry, increase as a potential global macroeconomic slowdown, and any potential crisis impacting the banking industry may percentage of total revenue.We have on our business.
During the second half of 2022, we observed a decline in customer demand relative to our expectations earlier in the year for certain discretionary aspects of our solutions, namely
professional services, which we believe may have been related to the challenging macroeconomic environment. During the second half of 2022, we also observed ageneral decline
in transactional and other revenue from our Helix and payment solutions, resulting from decreased usage. These effects In recent periods, we have continued throughout 2023 also
observed a decline in customer demand for certain discretionary aspects of our solutions, namely professional services, which we believe may be related to date, and we expect
continued negative impacts on our professional services for the remainder of the year and into 2024, or until the macroeconomic environment and the health of the financial services
industry stabilizes or improves. In the three and nine months ended September 30, 2023, our subscription revenue growth was 11% and 15% year over year, respectively, and we
expect it will continue to increase as a percentage of revenue contribution for the remainder of 2023. The recent challenging macroeconomic conditions and uncertainties in the
associated pressure on costs until the economic climate stabilizes and their respective financial services industry continue to be highly unpredictable and may continue to disrupt
any seasonality trends that may otherwise typically be inherent in our historical operating results. outlooks improve.
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Cost of Revenues

Cost of revenues is comprised primarily of salaries and other personnel-related costs, including employee benefits, bonuses and stock-based compensation, for employees
providing services to our customers. This includes the costs of our personnel performing implementation, customer support, data center and customer training activities. Cost of
revenues also includes the direct costs of bill-pay and other third-party intellectual property included in our solutions, the amortization of deferred solution and services costs,
amortization of certain software development costs, co-location facility costs and depreciation of our data center assets, debit card related pass-through fees, cloud-based hosting
services, an allocation of general overhead costs, the amortization of acquired technology intangibles and referral fees. We allocate general overhead expenses to all departments
based on the number of employees in each department, which we consider to be a fair and representative means of allocation.

We capitalize certain personnel costs directly related to the implementation of our solutions to the extent those costs are recoverable from future revenues. We amortize the
costs for an implementation once revenue recognition commences, and we amortize those implementation costs to cost of revenues over the expected period of customer benefit,
which has been determined to be the estimated life of the technology. Other costs not directly recoverable from future revenues are expensed in the period incurred.

We capitalize certain software development costs for those employees who are directly associated with and who devote time to developing our software solutions on an
individual product basis, including those related to programmers, software engineers and quality control teams, as well as third-party development costs. Software development
costs are amortized to cost of revenues when products and enhancements are released or made available over the products' estimated economic lives.
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We intend to continue to increase our investments in our implementation and customer support teams and technology infrastructure to serve our customers and support our
growth. Over the long term, we expect cost of revenues to continue to grow in absolute dollars as we grow our business but to fluctuate as a percentage of revenues based
principally on cost efficiencies realized in the business, the level and timing of implementation support activities, timing of capitalized software development costs, debit card related
pass-through fees, and other related costs.

Operating Expenses

Operating expenses primarily consist of sales and marketing, research and development and general and administrative expenses. They also include costs related to our
acquisitions and the resulting amortization of acquired intangible assets from those acquisitions. We have from time-to-time experienced difficulty in hiring and retaining highly skilled
employees with appropriate qualifications, resulting in increased personnel costs due to competition for talent and the related pressure to improve employee benefits and
compensation to remain competitive. In an effort to reduce certain of our personnel related expenditures and improve the scaling of expenses relative to revenue growth, we
increased the efficiency of our global workforce structure beginning in 2023. Over the long term, we intend to continue to hire new employees and make other investments to
support our anticipated growth. As a result, we expect our operating expenses to increase in absolute dollars but to decrease as a percentage of revenues over the long term as we
grow our business.

In prior years we have experienced a challenging hiring environment and competition for technical talent, resulting in incremental expenses related to the hiring process,
including increased utilization of paid third parties to identify and hire talent. While the hiring environment became less challenging and we experienced reduced voluntary employee
turnover in the second half of 2022 and in 2023, we may continue to experience inflation in the wages we have to pay to hire and retain qualified employees in future periods.
Additionally, we believe employee preferences between remote, hybrid and onsite attendance are likely to change over time, and we will continue to adapt our physical facilities and
IT infrastructure to accommodate a safe and successful work experience for our onsite, hybrid and remote employees. Further, as a result of the continued macroeconomic
uncertainty, starting in the second half of 2022, we began implementing certain measures to drive efficiencies in the organization and improve the scaling of expenses relative to
revenue growth, which have continued in 2023 and we expect to continue into 2024 and beyond.

Sales and Marketing

Sales and marketing expenses consist primarily of salaries and other personnel-related costs, including commissions, employee benefits, bonuses and stock-based
compensation. Sales and marketing expenses also include expenses related to advertising, lead generation, promotional events, corporate communications, travel and allocated
overhead.

Sales and marketing expenses as a percentage of total revenues will change in any given period based on several factors including the addition of newly hired sales
professionals, the number and timing of newly installed customers and the amount of sales commissions expense amortized related to those customers. Commissions are generally
capitalized and then amortized over the expected period of customer benefit. Sales and marketing expenses are impacted by the timing of significant marketing programs events
such as our return to hosting our annual in-person client conference, in person, which took place in May 2023. we typically hold during the second quarter of each year.

Research and Development

We believe that continuing to improve and enhance our solutions is essential to maintaining our reputation for innovation and growing our customer base and revenues.
Research and development expenses include salaries and personnel-related costs, including employee benefits, bonuses and stock-based compensation, third-party contractor
expenses, software development costs, allocated overhead and other related expenses incurred in developing new solutions and enhancing existing solutions.
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Certain research and development costs that are related to our software development, which include salaries and other personnel-related costs, comprised of employee
benefits, stock-based compensation and bonuses attributed to programmers, software engineers and quality control teams working on our software solutions, are capitalized and
included in intangible assets, net on the condensed consolidated balance sheets. We intend to continue our investments in our software development teams and the associated
technology in order to serve our customers and support our growth.

General and Administrative

General and administrative expenses consist primarily of salaries and other personnel-related costs, including employee benefits, bonuses and stock-based compensation, of
our administrative, finance and accounting, information systems, legal, and human resources employees. employees and certain members of our executive team. General and
administrative expenses also include consulting and professional fees, insurance, travel and other corporate expenses. We expect to continue to incur incremental expenses
associated with the growth of our business and to meet increased compliance requirements associated with operating as a regulated, public company. These expenses include
costs to comply with Section 404 of the Sarbanes-Oxley Act and other regulations governing public companies, increased costs of directors' and officers' liability insurance and
investor relations activities.

Transaction-Related Costs

Transaction-related costs include compensation expenses related to milestone provisions and retention agreements with certain former shareholders and employees of
acquired businesses, which are recognized as earned, and various legal and professional service expenses incurred in connection with merger and acquisition and divestiture
related matters, which are recognized when incurred.

Amortization of Acquired Intangibles

Amortization of acquired intangibles represents the amortization of intangibles recorded in connection with our business acquisitions which are amortized on a straight-line
basis over the estimated useful lives of the related assets.
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Lease and other restructuring charges Other Restructuring Charges

Lease and other restructuring charges include costs related to the early vacating of certain facilities, any related impairment of the right of use assets and ongoing expenses of
other vacated facilities, partially offset by anticipated sublease income from the associated facilities, as well as severance and other related compensation charges associated with
eliminating certain positions in connection with initiatives intended to align our resources to the portions of our business that we believe will drive the most long-term value.

Total Other Income (Expense), Net

Total other income (expense), net, consists primarily of interest income and expense, other non-operating income and expense, loss on disposal of long-lived assets, foreign
currency translation adjustment and gain (loss) on extinguishment of debt. We earn interest income on our cash, cash equivalents and investments. Interest expense consists
primarily of the interest from the amortization of debt issuance costs and coupon interest attributable to our convertible notes, issued in February 2018, or 2023 Notes, our
convertible notes issued in June 2019, or 2026 Notes, and our convertible notes issued in November 2020, or 2025 Notes, as well as fees and interest associated with the letter of

credit issued to our landlord for the security deposit for our corporate headquarters.

Provision for Income Taxes

As a result of our current net operating loss position, our income tax expenses and benefits consist primarily of state current income tax expense, deferred income tax expense

relating to the tax amortization of recently acquired goodwill and current income tax expense from foreign operations.
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Results of Operations

The following table sets forth our condensed results of operations data for each of the periods indicated (in thousands):

Three Months Ended September 30,

Nine Months Ended September 30,

2023 2022 2023 2022
Revenues() Revenues) $ 154,967 $ 144,751 462,506 $ 419,131
Revenues()
Revenues()
Cost of revenues()
Cost of revenues()
Cost of revenuesz  Cost of revenues) 80,834 77,895 241,248 228,988
Gross profit Gross profit 74,133 66,856 221,258 190,143
Gross profit
Gross profit
Operating expenses:
Operating expenses:
Operating expenses: Operating expenses:
Sales and Sales and
marketing marketing 26,123 27,966 82,968 79,709
Sales and marketing
Sales and marketing
Research and development
Research and development
Research and Research and
development development 34,542 33,099 103,063 96,062
General and General and
administrative administrative 28,084 22,614 79,903 66,467
General and administrative
General and administrative
Transaction-related = Transaction-related
costs costs 3 352 24 882
Transaction-related costs
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Transaction-related costs
Amortization of acquired intangibles

Amortization of acquired intangibles

Amortization of Amortization of

acquired intangibles acquired intangibles 5,250 4,422 15,764 13,266
Lease and other Lease and other

restructuring restructuring

charges charges 3,303 5,494 7,576 6,031

Lease and other restructuring charges
Lease and other restructuring charges
Total operating expenses

Total operating expenses

Total operating Total operating
expenses expenses 97,305 93,947 289,298 262,417
Loss from operations Loss from operations (23,172) (27,091) (68,040) (72,274)

Loss from operations
Loss from operations
Total other income (expense), net@)
Total other income (expense), net@)

Total other income  Total other income

(expense), net) (expense), net() 1,011 (231) 22,238 (2,125)
Loss before income Loss before income
taxes taxes (22,161) (27,322) (45,802) (74,399)

Loss before income taxes
Loss before income taxes
Provision for income taxes
Provision for income taxes

Provision for income Provision for income

taxes taxes (1,006) (469) (1,503) (2,173)
Net loss Net loss $ (23,167) $ (27,791) $ (47,305) $ (76,572)
Net loss
Net loss

@ Includes deferred revenue reduction from purchase accounting of zero and $0.1 million for each of the three months ended September 30, 2023 March 31, 2024 and 2022, and $0.3 million and $0.5
million for the nine months ended September 30, 2023 and 2022, 2023, respectively.

@ Includes amortization of acquired technology of $5.9 million $5.5 million and $5.6 million $5.9 million for the three months ended September 30, 2023 March 31, 2024 and 2022, respectively, and
$17.6 million and $16.8 million for the nine months ended September 30, 2023 and 2022,2023, respectively.

@ Includes a gain of $19.9 million related to the early extinguishment of a portion of our 2026 Notes and 2025 Notes for the nine three months ended September 30, 2023 March 31, 2023.
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The following table sets forth our condensed consolidated statements of operations data as a percentage of revenues for each of the periods indicated:

Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022

Revenues() Revenues() 100.0 % 100.0 % 100.0 % 100.0 %
Revenues)

Revenues()

Cost of revenues()

Cost of revenues(2)
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Cost of revenues) Cost of revenues(z) 52.2 53.8 52.2 54.6
Gross profit Gross profit 47.8 46.2 47.8 45.4
Gross profit
Gross profit
Operating expenses:
Operating expenses:
Operating expenses:  Operating expenses:
Sales and marketing ~ Sales and marketing 16.9 19.3 17.9 19.0
Sales and marketing
Sales and marketing
Research and development
Research and development
Research and Research and
development development 22.3 22.9 22.3 22.9
General and General and
administrative administrative 18.1 15.6 17.3 158
General and administrative
General and administrative
Transaction-related Transaction-related
costs costs — 0.2 — 0.2
Transaction-related costs
Transaction-related costs
Amortization of acquired intangibles
Amortization of acquired intangibles
Amortization of Amortization of
acquired intangibles  acquired intangibles 3.4 3.1 3.4 3.2
Lease and other Lease and other
restructuring charges  restructuring charges 2.1 3.8 1.6 1.4
Lease and other restructuring charges
Lease and other restructuring charges
Total operating expenses
Total operating expenses
Total operating Total operating
expenses expenses 62.8 64.9 62.6 62.6
Loss from operations  Loss from operations (15.0) (18.7) (14.7) (17.2)
Loss from operations
Loss from operations
Total other income (expense), net@)
Total other income (expense), net@)
Total other income Total other income
(expense), net@a) (expense), net@a) 0.7 (0.2) 4.8 (0.5)
Loss before income  Loss before income
taxes taxes (14.3) (18.9) 9.9) (17.8)
Loss before income taxes
Loss before income taxes
Provision for income taxes
Provision for income taxes
Provision for income  Provision for income
taxes taxes (0.6) (0.3) (0.3) (0.5)
Net loss Net loss (24.9) % (19.2) % (10.2) % (18.3)
Net loss
Net loss
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@ Includes deferred revenue reduction from purchase accounting of 0.0% and 0.1% for the three months ended September 30, 2023 March 31, 2024 and 2022, respectively, and 0.1% for each of the
nine months ended September 30, 2023 and 2022. 2023, respectively.

@ Includes amortization of acquired technology of 3.8% 3.3% and 3.9% 3.8% for the three months ended September 30, 2023 March 31, 2024 and 2022, respectively, and 3.8% and 4.0% for the nine
months ended September 30, 2023 and 2022, 2023, respectively.

@ Includes an increase of 4.3% 13.0% related to the early extinguishment of a portion of our 2026 Notes and 2025 Notes for the nine three months ended September 30, 2023 March 31, 2023.

Due to rounding, totals may not equal the sum of the line items in the tables above.
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Comparison of the Three and Nine Months Ended September 30, 2023 March 31, 2024 and 20222023
Revenues

The following table presents our revenues for each of the periods indicated (dollars in thousands):

Three Months Ended September 30, Change Nine Months Ended September 30, Change
2023 2022 $ (%) 2023 2022 $ (%)
Revenues $ 154,967 $ 144,751  $ 10,216 71% $ 462,506 $ 419,131 $ 43,375 10.3 %
Three Months Ended March 31, Change
2024 2023 $ (%)
Revenues $ 165,508 $ 153,008 $ 12,500 82 %

Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022.Revenues increased by $10.2 million $12.5 million, or 7.1% 8.2%, from
$144.8 million $153.0 million for the three months ended September 30, 2022 March 31, 2023 to $155.0 million $165.5 million for the three months ended September 30, 2023 March
31, 2024. This increase in revenue was primarily attributable to a $12.2 million $15.2 million increase in subscription revenue from the sale of additional solutions to new and existing
customers and growth in Registered Users usage from new and existing customers and a $0.3 million $0.8 million increase in transaction transactional revenue from usage of our
solutions, partially offset by a $2.3 million $3.5 million decrease in services and other revenue from declines in professional and discretionary services and pass-through revenue
related to our Helix business.

Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022. Revenues increased by $43.4 million, or 10.3%, from $419.1 million for the
nine months ended September 30, 2022 to $462.5 million for the nine months ended September 30, 2023. This increase in revenue was primarily attributable to a $46.0 million
increase in subscription revenue from the sale of additional solutions to new and existing customers and growth in Registered Users from new and existing customers, partially
offset by a $1.5 million decrease in services and other revenue from declines in professional and discretionary services and pass-through revenue related to our Helix business and
a $1.2 million decrease in transaction revenue from payment solutions.

Cost of Revenues

The following table presents our cost of revenues for each of the periods indicated (dollars in thousands):

Three Months Ended September 30, Change Nine Months Ended September 30, Change

2023 2022 $ (%) 2023 2022 $ (%)
Cost of Cost of
revenues revenues $ 80,834 $ 77,895 $ 2,939 38 % $ 241,248 $ 228,988 $ 12,260 54 %
Cost of revenues
Cost of revenues
Percentage Percentage
of revenues of revenues 522 % 538 % 522 % 546 %

Percentage of revenues

Percentage of revenues

Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022.Cost of revenues increased by $2.9 million $3.5 million, or 3.8% 4.4%, from
$77.9 million $79.7 million for the three months ended September 30, 2022 March 31, 2023 to $80.8 million $83.3 million for the three months ended September 30, 2023 March 31,
2024. This increase was primarily attributable to a $1.9 million increase from the amortization of capitalized software development and capitalized implementation services, a $1.8
million $2.0 million increase in co-location facility costs and depreciation for our data center assets resulting from the increased infrastructure necessary to support our growing
customer base, a $0.3 million increase in personnel costs, including an increase in the number of personnel who provide implementation and customer support services and
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maintain our data centers and other technical infrastructure and a $0.3 million increase from amortization of acquired customer technology resulting from the Sensibill business
acquired in the fourth quarter of 2022, partially offset by a $1.3 million decrease in pass-through fees.

Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022. Cost of revenues increased by $12.3 million, or 5.4%, from $229.0 million for
the nine months ended September 30, 2022 to $241.2 million for the nine months ended September 30, 2023. This increase was primarily attributable to a $5.0 million increase in
co-location facility costs and depreciation for our data center assets resulting from the increased infrastructure necessary to support our growing customer base, a $4.5 million $1.9
million increase from the amortization of capitalized software development and capitalized implementation services, a $2.6 million $0.8 million increase in personnel costs, including
an increase in the number of personnel who provide implementation and customer support services and maintain our data centers and other technical infrastructure, a $0.9 million
increase from amortization of acquired customer technology resulting from the Sensibill business acquired in the fourth quarter of 2022 and a $0.3 million $0.7 million increase in
third-party costs related to intellectual property included in our solutions as well as and transaction processing costs incurred as and a result of the $0.4 million increase in End Users
from new overhead costs and existing customers, other discretionary expenses, partially offset by a $1.0 million decrease in overhead pass-through fees, a $0.8 million decrease as
a result of higher capitalized implementation costs and other discretionary expenses.

a $0.4 million decrease in amortization of acquired customer technology resulting from assets that became fully amortized.

We continue to invest in personnel, business process improvement, third-party partners for intellectual property and transactional processing in our solutions and systems
infrastructure to standardize our business processes and drive future efficiency in our implementations, cloud-based hosting services, customer support and data center operations.
We As we continue to make these investments, we expect these investments they will increase cost of revenues in absolute dollars, as we continue to make investments in capacity,
process improvement, software development and systems infrastructure, and we expect such expenses to decline as a percentage of revenue as our operations continue to scale
and revenues grow.
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Operating Expenses
The following tables present our operating expenses for each of the periods indicated (dollars in thousands):

Sales and Marketing

Three Months Ended September 30, Change Nine Months Ended September 30, Change

2023 2022 $ (%) 2023 2022 $ (%)

Sales and Sales and
marketing marketing $ 26,123 $ 27,966 $ (1,843) 66) % $ 82,968 $ 79,709 $ 3,259 41 %

Sales and marketing
Sales and marketing

Percentage Percentage
of revenues of revenues 169 % 193 % 179 % 190 %

Percentage of revenues

Percentage of revenues

Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022.Sales and marketing expenses decreased by $1.8 million $2.7 million, or
6.6% 9.6%, from $28.0 million $28.1 million for the three months ended September 30, 2022 March 31, 2023 to $26.1 million $25.4 million for the three months ended September 30,
2023 March 31, 2024. This decrease was primarily attributable to a $1.3 million decrease inreduced personnel costs due to measures taken to drive efficiencies in the organization
and improve the scaling of expenses relative to revenue growth, a $0.3 million decrease in marketing activities and a $0.2 million decrease in overhead costs.

Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022. Sales and marketing expenses increased by $3.3 million, or 4.1%, from $79.7
million for the nine months ended September 30, 2022 to $83.0 million for the nine months ended September 30, 2023. This increase was primarily attributable to a $2.9 million
increase in personnel costs related to our sales and marketing organizations supporting current and projected bookings and revenue growth and a $0.5 million increase in marketing
activities, primarily related to our in-person annual client conference.growth.

We anticipate that sales and marketing expenses will continue to increase in absolute dollars in the long-term as we continue to support our revenue growth and increase
marketing spend to attract new customers, retain and grow existing customers, build brand awareness, and as we continue to return to hold in-person sales formats and experiences
for future user conferences, including our annual client conference typically held during the second quarter. While we anticipate sales and marketing expenses as a percentage of
revenue may fluctuate on a near-term basis, we expect such expenses to decline as a percentage of our revenues over the long-term as our revenues grow and we realize cost
efficiencies in the business.

Research and Development

Three Months Ended September 30, Change Nine Months Ended September 30, Change
2023 2022 $ (%) 2023 2022 $ (%)
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Research and Research and
development development $ 34,542 $ 33,099 $ 1,443 44 % $ 103,063 $ 96,062 $ 7,001 73 %

Research and development

Research and development

Percentage of Percentage of

revenues revenues 223 % 229 % 223 % 229 %
Percentage of revenues

Percentage of revenues

Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022.Research and development expenses increased by $1.4 million $0.4 million,
or 4.4% 1.3%, from $33.1 million $34.4 million for the three months ended September 30, 2022 March 31, 2023 to $34.5 million $34.9 million for the three months ended September
30, 2023 March 31, 2024. This increase was primarily attributable to a $3.1 million $0.6 million increase in travel-related, overhead costs and other discretionary expenses, partially
offset by a $0.3 million decrease in personnel costs as a result of the growth in continuing globalization of our research and development organization to support continued
enhancements to our solutions, partially offset by a $1.9 million decrease as a result of increased capitalized software development costs.

Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022. Research and development expenses increased by $7.0 million, or 7.3%,
from $96.1 million for the nine months ended September 30, 2022 to $103.1 million for the nine months ended September 30, 2023. This increase was primarily attributable to a
$13.0 million increase in personnel costs as a result of the growth in our research and development organization to support continued enhancements to our solutions and a $0.5
million increase in travel-related expenses, partially offset by a $6.5 million decrease as a result of increased capitalized software development costs.

solutions.

We anticipate that research and development expenses will increase in absolute dollars in the future as we continue to support and expand our platform and enhance our
existing solutions, as we believe existing customers will have an increased focus on maintaining and improving their digital offerings. While we anticipate research and development
expenses as a percentage of revenue may fluctuate on a near-term basis, we expect such expenses to decline as a percentage of our revenues over the long-term as our revenues
grow and we realize cost efficiencies in the business.

General and Administrative

Three Months Ended September 30, Change Nine Months Ended September 30, Change
2023 2022 $ (%) 2023 2022 $ (%)

Generaland  General and
administrative  administrative $ 28,084 $ 22,614 $ 5,470 242 % $ 79,903 $ 66,467 $ 13,436 202 %
General and administrative
General and administrative
Percentage of Percentage of
revenues revenues 181 % 156 % 173 % 159 %

Percentage of revenues

Percentage of revenues

Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022. General and administrative expenses increased by $5.5 million, or
24.2%22.2%, from $22.6 million $24.7 million for the three months ended September 30, 2022 March 31, 2023 to $28.1 million $30.2 million for the three months ended September
30, 2023 March 31, 2024. The increase in general and administrative expenses was primarily attributable to a $4.1 million increase inincreased personnel costs, including stock-
based compensation, to support the growth of our business, a $1.2 million increase in charitable contributions and a $0.3 million increase in professional services, including third-
party legal fees.business.

Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022. General and administrative expenses increased by $13.4 million, or 20.2%, from

$66.5 million for the nine months ended September 30, 2022 to $79.9 million for the nine months ended September 30, 2023. The increase in general and administrative expenses
was primarily attributable to an $8.7 million increase in personnel costs, including stock-based compensation, to support the growthTable of our business, a $4.6 million increase in
professional services, including third-party legal fees and a $1.2 million increase in charitable contributions, partially offset by a $0.9 million decrease in bad debt expense.Contents

General and administrative expenses consist primarily of salaries, stock-based compensation and other personnel-related costs of our administrative, finance and accounting,
information systems, legal, and human resources employees. employees and certain members of our executive team. General and administrative expenses also include costs to
comply with regulations governing public companies and financial institutions, costs of directors' and officers' liability insurance, third-party legal fees, investor relations activities and
costs to comply with Section 404 of the Sarbanes-Oxley Act, or SOX. Over the long term, we anticipate that general and administrative expenses will continue to increase in
absolute dollars as we continue to incur both increased external audit fees as well as additional spending to ensure continued regulatory and SOX compliance. We expect such
expenses to decline as a percentage of our revenues over the longer term as our revenues grow and we realize cost efficiencies in the business.

Transaction-Related Costs
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Three Months Ended September 30, Change Nine Months Ended September 30, Change

2023 2022 $ (%) 2023 2022 $ (%)

Transaction-  Transaction-
related costs  related costs $ 3 $ 352 $ (349) (99.1) % $ 24 $ 882 $ (858) 97.3) %

Transaction-related costs

Transaction-related costs

Percentage of Percentage of

revenues revenues — % 02 % — % 02 %
Percentage of revenues

Percentage of revenues

Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022. Transaction-related costs decreased $0.3 million, $12.0 thousand, or
99.1% 100.0% from $0.4 million for the three months ended September 30, 2022 to $3.0 $12.0 thousand for the three months ended September 30, 2023 March 31, 2023 to zero for
the three months ended March 31, 2024. Transaction-related costs consisted of are related to various legal and professional expenses incurred in connection with merger and
acquisition and divestiture activities.

Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022. Transaction-related costs decreased by $0.9 million, or 97.3%, from $0.9
million for the nine months ended September 30, 2022 to $0.02 million for the nine months ended September 30, 2023. Transaction-related costs consisted of various legal and
professional expenses incurred in connection with merger and acquisition and divestiture activities.

Amortization of Acquired Intangibles

Three Months Ended September 30, Change Nine Months Ended September 30, Change
2023 2022 $ (%) 2023 2022 $ (%)

Amortization of Amortization of
acquired acquired
intangibles intangibles $ 5,250 $ 4,422 $ 828 187 % $ 15,764 $ 13,266 $ 2,498 188 %
Amortization of acquired
intangibles
Amortization of acquired
intangibles
Percentage of Percentage of
revenues revenues 34 % 31 % 34 % 32 %

Percentage of revenues

Percentage of revenues

Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022. Amortization of acquired intangibles increased decreased by $0.8
million $0.4 million, or 18.7% 8.2%, from $4.4 million for the three months ended September 30, 2022 to $5.3 million for the three months ended September 30, 2023 March 31, 2023
to $4.8 million for the three months ended March 31, 2024. The acquired intangible assets are related to previously disclosed business combinations. The increase decrease in
amortization is related to the update of estimated remaining useful lives of previously acquired trademarks that occurred during the fourth quarter of 2022.

Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022. Amortization of acquired intangibles increased by $2.5 million, or 18.8%, from
$13.3 million for the nine months ended September 30, 2022 to $15.8 million for the nine months ended September 30, 2023. The acquired intangible assets are related to
previously disclosed business combinations. The increase in amortization is related to the update of estimated remaining useful lives of previously acquired trademarks that
occurred during the fourth quarter of 2022.became fully amortized.

Lease and Other Restructuring Charges

Three Months Ended September 30, Change Nine Months Ended September 30, Change
2023 2022 $ (%) 2023 2022 $ (%)
Lease and Lease and
other other
restructuring  restructuring
charges charges $ 3,303 $ 5,494 $ (2,191) (39.9) % $ 7,576 $ 6,031 $ 1,545 256 %
Lease and other restructuring
charges
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Lease and other restructuring

charges

Percentage of Percentage of

revenues revenues 21 % 38 % 16 % 14 %

Percentage of revenues

Percentage of revenues

Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022. Lease and other restructuring charges decreased by $2.2 million $0.8
million, or 89.9% 42.6%, from $5.5 million $2.0 million for the three months ended September 30, 2022 March 31, 2023 to $3.3 million $1.1 million for the three months ended
September 30, 2023 March 31, 2024. The decrease in lease and other restructuring charges was primarily attributable to a net $2.1 million $1.3 million decrease related to the
vacating exiting of a facility in Texas, various facilities, including the associated impairment of the right of use asset during the three months ended September 30, 2022 March 31,
2023, and partially offset by a $0.5 million increase related to updated assessments and ongoing expenses of previously vacated facilities partially offset by a $0.2 million increase in
severance and other related compensation charges associated with eliminating certain positions in connection with initiatives intended to align our resources to the portions of our
business that we believe will drive the most long-term value.

Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022. Lease and other restructuring charges increased by $1.5 million or 25.6%,
from $6.0 million for the nine months ended September 30, 2022 to $7.6 million for the nine months ended September 30, 2023. The increase in lease and other restructuring
charges was primarily attributable to a $1.5 million increase in severance and other related compensation charges associated with eliminating certain positions in connection with
initiatives intended to align our resources to the portions of our business that we believe will drive the most long-term value.current period.
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Total Other Income (Expense), Net

Three Months Ended September 30, Change Nine Months Ended September 30, Change
2023 2022 $ (%) 2023 2022 $ (%)

Total other ~ Total other
income income
(expense),  (expense),
net net $ 1,011 $ (231) $ 1,242 5377 % $ 22,238 $ (2,125) $ 24,363 1,146.5 %
Total other income
(expense), net
Total other income
(expense), net
Percentage Percentage
of revenues of revenues 0.7 % 0.2) % 48 % (0.5) %

Percentage of revenues

Percentage of revenues

Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022. Total other income (expense), net represented a net income of $1.0
million $1.9 million for the three months ended September 30, 2023 March 31, 2024 compared to a net expense income of $0.2 million $20.7 million for the three months ended
September 30, 2022. The change was primarily due to an increase in income from cash and investments.

Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022. Total other income (expense), net represented a net income of $22.2 million
for the nine months ended September 30, 2023 compared to a net expense of $2.1 million for the nine months ended September 30, 2022 March 31, 2023. The change was
primarily due to a $19.9 million gain from the partial repurchase of the 2026 Notes and the 2025 Notes and during 2023. This was partially offset by a $5.0 million $0.6 million
increase in income from cash and investments partially offset by in the current period and a $0.7 million decrease $0.3 millionrealized losson investments recognized in other income
related to a favorable settlement of an ordinary course dispute recognized during the nine months ended September 30, 2022. prior year period.

Provision for Income Taxes

Three Months Ended September 30, Change Nine Months Ended September 30, Change
2023 2022 $ (%) 2023 2022 $ (%)
Provision for  Provision for
income taxes income taxes  $ (1,006) $ (469) $ (537) 1145 % $ (1,503) $ (2,173) $ 670 (30.8) %
Provision for income taxes
Provision for income taxes
Percentage of Percentage of
revenues revenues (0.6) % 0.3) % 0.3) % (05) %
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Percentage of revenues

Percentage of revenues

Three Months Ended September 30, 2023 Compared to Three Months Ended September 30, 2022. Total provision for income taxes represented an expense of $1.0
million $1.6 million for the three months ended September 30, 2023 March 31, 2024 compared to an expense of $0.5 million $18.0 thousand for the three months ended September
30, 2022 March 31, 2023. As a result of our current net operating loss position, income tax expense for the three months ended September 30, 2023 March 31, 2024 consisted
primarily of $0.5 million $1.3 million in state income tax amortization of recently acquired goodwill, $0.3 million and $0.4 million in foreign income tax, and $0.2 million partially offset
by $0.1 million in state federal income tax. tax benefit. The income tax expense for the three months ended September 30, 2022 March 31, 2023 consisted primarily of $0.3 million in
state income tax, partially offset by $0.2 million in federal income tax relating to the tax amortization of recently acquired goodwill, $0.2 million benefit and $0.1 million in foreign
income tax and $0.1 million in state income tax.

Nine Months Ended September 30, 2023 Compared to Nine Months Ended September 30, 2022. Total provision for income taxes represented an expense of $1.5 million for
the nine months ended September 30, 2023 compared to an expense of $2.2 million for the nine months ended September 30, 2022. As a result of our current net operating loss
position, income tax expense for the nine months ended September 30, 2023 consisted primarily of $0.7 million in foreign income tax, $0.6 million in tax amortization of recently
acquired goodwill and $0.2 million in state income tax. The income tax expense for the nine months ended September 30, 2022 consisted primarily of $1.1 million in state income
tax which includes $0.6 million in federal income tax relating to tax amortization of recently acquired goodwill, $0.5 million related to uncertain tax positions and $0.5 million in foreign
income tax.benefit.

Seasonality and Quarterly Results

Our overall operating results fluctuate from quarter to quarter as a result of a variety of factors, including the timing of investments to grow our business. The timing of our
implementation activities and corresponding revenues from new customers are subject to fluctuations based on the timing of our sales. Historically, sales have tended to be lower in
the first half of the year, but any resulting impact on our results of operation has been difficult to measure due to the timing of our implementations and overall growth in our
business. The timing of our implementations also varies period-to-period based on our implementation capacity, the number of solutions purchased by our customers, the size and
unique needs of our customers and the readiness of our customers to implement our solutions.

Our quarterly results of operations may vary significantly in the future and period-to-period comparisons of our operating results may not be meaningful and should not be relied
upon as an indication of future results. We continue to monitor the impacts that higher interest rates, the current inflationary environment, potential global macroeconomic slowdown
and recent challenges in the financial services industry, and global macroeconomic uncertainty may have on our business. The recent challenging macroeconomic conditions and
uncertainties in the financial services industry continue to be highly unpredictable and may continue to disrupt any seasonality trends that may otherwise typically be inherent in our
historical operating results.

Our quarterly results of operations may vary significantly in the future and period-to-period comparisons of our operating results may not be meaningful and
should not be relied upon as an indication of future results.

Liquidity and Capital Resources
Sources of Liquidity

We have financed our operations primarily through the proceeds from the issuance of common stock from our initial public offering in March 2014, additional registered
common stock offerings, including our June 2019 and May 2020 common stock offerings, our February 2018 convertible note offering, our June 2019 convertible note offering, our
November 2020 convertible note offering, offerings and cash flows from operations. As of September 30, 2023 March 31, 2024, our principal sources of liquidity were cash, cash
equivalents and investments of $290.8 million $338.5 million. Based upon our current levels of operations, we believe that our cash flow from operations along with our other
sources of liquidity, which include our ability to access capital markets, are adequate to meet our cash requirements for the next twelve months. However, if we determine the need
for additional short-term liquidity, there is no assurance that such financing, if pursued, would be adequate or available on terms acceptable to us.

Table of Contents

Cash Flows

The following table summarizes our cash flows for the periods indicated (in thousands):

Nine Months Ended

September 30, Three Months Ended March 31,
2023 2022 2024 2023
Net cash Net cash
provided by provided by
(usedin):  (used in): Net cash provided by (used in):

Operating = Operating
activities activities  $ 33,715 $ (7,307)
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Investing Investing

activities activities 78,669 (125,523)
Financing = Financing

activities activites  (156,087) 3,254
Effect of Effect of

exchange exchange

rate rate
changes changes
on cash, on cash,
cash cash

equivalents equivalents

and and
restricted  restricted
cash cash (137) (939)

Net decrease in cash,

cash equivalents, and
restricted cash $(43,840) $(130,515)

Net increase
(decrease)
in cash,
cash
equivalents,
and
restricted
cash

Cash Flows from Operating Activities

Our cash flows from operating activities are primarily influenced by net loss less non-cash items, the amount and timing of customer receipts and vendor payments and by the
amount of cash we invest in personnel and infrastructure to support the anticipated growth of our business and increase in the number of installed customers.

For the nine three months ended September 30, 2023 March 31, 2024, our net cash and cash equivalents provided by operating activities was $33.7 million $13.4 million, which
consisted of a net loss of $47.3 million $13.8 million and non-cash adjustments of $116.3 million $45.1 million, partially offset by cash outflows from changes in operating assets and
liabilities of $35.3 million $17.7 million. The primary drivers of cash outflows inflows in operating assets and liabilities were a $24.5 million $23.2 million increase in deferred revenue
due to the timing of annual billings and deposits received from customers prior to the recognition of revenue from those related payment. Cash inflows were partially offset by cash
outflows resulting from a $13.5 million increase in deferred solution costs primarily from annual commission payments, and deferred implementation costs, from both new customers
and existing customer expansions, a $7.1 million decrease in other long-term liabilities and a $5.5 million decrease in deferred revenue due to the recognition of revenue from
payments in prior periods exceeding receipts from customers during the period. Non-cash adjustments primarily consisted of stock-based compensation, depreciation and
amortization, amortization of deferred implementation and deferred solution and other costs, amortization of debt issuance costs and lease impairments, partially offset by a gain on
extinguishment of debt and amortization of premiums and discounts on investments.

For the nine months ended September 30, 2022, our net cash and cash equivalents used in operating activities was $7.3 million, which consisted of a net loss of $76.6 million
and cash outflows from changes in operating assets and liabilities of $53.9 million, partially offset by non-cash adjustments of $123.1 million. The primary drivers of the changes in
operating assets and liabilities were a $15.0 million $13.3 million decrease in accounts payable and accrued liabilities due to timing of payments in support of our expanding
customer base and related growth in our technical infrastructure and payment of annual bonuses during the first quarter, and a $18.0 million $11.3 million increase in deferred
solution and implementation costs accounts receivable primarily due to our increased customer growth and new and existing customers undergoing implementations during the
period. timing of annual billings at the end of the current quarter. Non-cash adjustments primarily consisted of stock-based compensation, depreciation and amortization,
amortization of deferred implementation and deferred solution and other costs, amortization of debt issuance costs and lease impairments, partially offset by amortization of
premiums and discounts on investments.

For the three months ended March 31, 2023, our net cash and cash equivalents provided by operating activities was $3.9 million, which consisted of a net loss of $0.5 million
and non-cash adjustments of $23.0 million, partially offset by cash outflows from changes in operating assets and liabilities of $18.5 million. The primary drivers of cash outflows in
operating assets and liabilities were a $15.7 million increase in deferred solution and other costs from both new customers and existing customer expansions and a $10.9 million
decrease in accounts payable and accrued liabilities due to timing of payments in support of our expanding customer base and related growth in our technical infrastructure and
payment of annual bonuses during the first quarter. Cash outflows were partially offset by inflows resulting from a $6.9 million decrease in accounts receivable due to the timing of
payments received and a $6.2 million increase in deferred revenue due to payments and deposits received from customers prior to the recognition of revenue from those related
payments. Non-cash adjustments primarily consisted of depreciation and amortization, stock-based compensation, deferred solution and other costs and deferred solution and other
costs, amortization of debt issuance costs and lease and other restructuring charges, and amortization partially offset by a gain on extinguishment of debt issuance costs.

debt.

Cash Flows from Investing Activities
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Our investing activities have consisted primarily of purchases and maturities of investments, acquisitions of businesses, costs incurred for the development of capitalized
software and purchases of property and equipment to support our growth and costs incurred for the development of capitalized software. Purchases of property and equipment may
vary period-to-period due to the timing of the expansion of our operations, data center and other technical infrastructure. growth.

For the nine three months ended September 30, 2023 March 31, 2024, our net cash provided by investing activities was $78.7 million $23.5 million, consisting of $179.4
million $31.0 million received from the maturities of investments, partially offset by $76.8 million from purchases of investments, $19.3 million from $6.0 million in capitalized software
development costs and $4.6 million $1.4 million for the purchase of property and equipment.

For the nine three months ended September 30, 2022 March 31, 2023, our net cash used in provided by investing activities was $125.5 million $78.0 million, consisting of
$214.1 million $127.9 million received from purchases the maturities of investments, $15.7 million from partially offset by $42.8 million for the purchase of investments, $6.0 million in
capitalized software development costs and $8.9 million $1.0 million for the purchase purchases of property and equipment, partially offset by $113.2 million from
maturities equipment.
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Cash Flows from Financing Activities

For the nine months ended September 30, 2023, our net cash used in Our recent financing activities was $156.1 million, have consisted primarily consisting of $149.6 million
from payments for the partial repurchases of the 2026 Notes and 2025 Notes and $10.9 million from payment of the 2023 Notes which matured in February 2023, partially offset by
$4.3 million in cash received activity related to our convertible notes as well as net proceeds from exercises of stock options and contributions to our Employee Stock Purchase Plan,
or ESPP, to purchase our common stock.

For the nine months ended September 30, 2022 our net cash provided by financing activities consisted solely of cash received from exercises of stock options and
contributions to our ESPP to purchase our common stock.

For the three months ended March 31, 2024, our net cash provided by financing activities was $8.4 million due to cash received from exercises of stock options.

For the three months ended March 31, 2023 our net cash used in financing activities was $160.3 million, primarily consisting of $3.3 million. $149.6 million for the partial
repurchase of the 2026 Notes and 2025 Notes and $10.9 million in payment for maturity of convertible notes issued in February 2018 that were due in February 2023.

Contractual Obligations and Commitments

Our principal commitments consist of the 2026 Notes, 2025 Notes, non-cancelable operating leases related to our facilities, minimum purchase commitments for sponsorship
obligations, third-party products, co-location fees and other product costs. Our obligations under our convertible senior notes are described in Note 9 to our Condensed
Consolidated Financial Statements included in this Quarterly Report on Form 10-Q. Information regarding our non-cancellable lease and other purchase commitments as of the
nine three months ended September 30, 2023 March 31, 2024 can be found in Note 7 and Note 8 to our Condensed Consolidated Financial Statements included in this Quarterly
Report on Form 10-Q.

Recent Accounting Pronouncements

See Note 2 - Summary of Significant Accounting Policies contained in the Notes to Condensed Consolidated Financial Statements included in this report, regarding the impact
of certain recent accounting pronouncements.

Critical Accounting Policies and Significant Judgements and Estimates

The preparation of our interim unaudited condensed consolidated financial statements in accordance with GAAP requires us to make estimates and assumptions that affect the
reported amounts of assets and liabilities, revenues and expenses and the related disclosures of contingent assets and liabilities in our interim unaudited condensed consolidated
financial statements and accompanying notes. In accordance with GAAP, we base our estimates on historical experience and on various other assumptions that we believe are
reasonable under the circumstances. We evaluate our estimates, judgments and assumptions on an ongoing basis, and while we believe that our estimates, judgments and
assumptions are reasonable, they are based upon information available at the time. Actual results might differ from these estimates under different assumptions or conditions.

Our significant accounting policies are discussed in Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations" under the heading
"Critical Accounting Policies and Significant Judgments and Estimates" in our Form 10-K. There were no material changes to our significant accounting policies.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

Market risk is the risk of loss to future earnings, values or future cash flows that may result from changes in the price of a financial instrument. The value of a financial
instrument might change as a result of changes in interest rates, exchange rates, commaodity prices, equity prices and other market changes. We do not use derivative financial
instruments for speculative, hedging or trading purposes, although in the future we might enter into exchange rate hedging arrangements to manage the risks described below.

Interest Rate Risk

We have cash and cash equivalents held primarily in cash and money market funds. In addition, we have marketable securities which typically include U.S. government
securities, corporate bonds and commercial paper and certificates of deposit. Cash and cash equivalents are held for working capital purposes. Marketable securities are held and
invested with capital preservation as the primary objective. Due to the short-term nature of these investments, we believe that we do not have any material exposure to changes in
the fair value of our investment portfolio as a result of changes in interest rates. Any declines in interest rates will reduce future interest income. If overall interest rates fell by 10% in
20232024 or 2022, 2023, our interest income would not have been materially affected. As of September 30, 2023 March 31, 2024, we had an outstanding principal amount of $304.0
million of 2026 Notes with a fixed annual interest rate of 0.75% and an outstanding principal amount of $191.0 million of 2025 Notes with a fixed annual interest rate of 0.125%.
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Foreign Currency Risk

As of September 30, 2023 March 31, 2024, our most significant currency exposures were the Indian rupee, Canadian dollar, British pound, Australian dollar and Australian
dollar. Mexican peso. As of September 30, 2023 March 31, 2024, we had operating subsidiaries in India, Canada, the United Kingdom, Australia and Mexico. Due to the relatively
low volume of payments made by us through these foreign subsidiaries, we do not believe we have significant exposure to foreign currency exchange risks. However, fluctuations in
currency exchange rates could harm our results of operations in the future.

We currently do not use derivative financial instruments to mitigate foreign currency exchange risks. We will continue to review this matter and may consider hedging certain
foreign exchange risks in future years.

Inflation Risk

We do not believe that inflation has had a material effect on our business, financial condition or results of operations. Nonetheless, ifAs inflation has accelerated in the U.S. and
globally, we continue to monitor all inflation-driven costs, regardless of where they are incurred. If our costs were to become subject to significant inflationary pressures, we may not
be able to fully offset such higher costs through price increases. Our inability or failure to do so could harm our business, financial condition and results of operations.

Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

The term "disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act refers to controls and procedures 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 such
information is accumulated and communicated to a company's management, including its principal executive and principal financial officers, as appropriate to allow timely decisions
regarding required disclosure.

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 September 30, 2023 March 31, 2024, the end of the period covered by this Quarterly Report on Form 10-Q. Based upon such evaluation, our Chief Executive Officer and Chief
Financial Officer have concluded that our disclosure controls and procedures were effective as of such date.

Changes in Internal Control over Financial Reporting

There were no material changes in our internal control over financial reporting during the three-month period covered by this Quarterly Report on Form 10-Q, which were
identified in connection with management's evaluation required by Rules 13a-15(d) and 15d-15(d) under the Exchange Act, that have materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.

From time to time, we may become involved in legal proceedings arising in the ordinary course of our business. Management believes that there are no claims or actions
pending against us, the ultimate disposition of which would have a material impact on our business, financial condition, results of operations or cash flows.

Item 1A. Risk Factors.

Our business, prospects, financial condition, operating results and the trading price of our common stock could be materially adversely affected by a variety of risks and
uncertainties, including those described below, as well as other risks not currently known to us or that are currently considered immaterial. In assessing these risks, you should also
refer Reference is made to the other information contained factors set forth under the caption "Special Note Regarding Forward-Looking Statements" in this Quarterly Report on
Form 10-Q including our condensed consolidated financial statements and related notes. Our principal risks include risks associated with:

our ability to manage our growth;

the challenging macroeconomic environment and challenges other risk factors described in the financial services industry, including impacts on our customers' purchasing
decisions on products and services which are more discretionary in nature and the related demand for our solutions relative to our expectations;

focusing on the financial services industry and any geographies where we have general customer concentration and the potential for any economic downturn or
consolidation in such industry or geographies to adversely affect our business;

the length, cost and unpredictability Part I, Item 1A of our sales cycle;

the development of our solutions and changes to the market for our solutions compared to our expectations;

our ability to attract new customers and expand and renew existing customer relationships;

managing challenges and costs associated with the implementation of a higher volume of or more complex configurations of our solutions;

customer acceptance of and satisfaction with our existing and new solutions;
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the strength of our brand and reputation;

intense competition in the markets we serve and challenges we face as we enter new markets or new sections of existing markets;

integration of our solutions with and reliance by our solutions Annual Report on third-party systems or services;

security and privacy breaches involving our solutions;

defects or errors in our solutions, including failures associated with transaction processing or interest, principal or balance calculations;

defects, failures or interruptions in third-party services or solutions, including data centers and third-party hosting services;

customer training and customer support;

evolving technological requirements, enhancements and additions to our solution offerings;

our sales and marketing capabilities, including partner relationships;

dependency on our management team and other key employees and recruiting and retaining talent;

increased costs associated with managing growth and the challenges associated with labor shortages, turnover, labor cost increases and extreme competition for talent;

the COVID-19 pandemic and its residual impacts;

international operations;

mergers and acquisitions;

our convertible debt obligations and our ability to secure sufficient additional financing when desired or needed on favorable terms;

our revenue recognition method and the relative impacts of changes in subscription rates on implementation costs;

quarterly fluctuations in our operating results relative to our expectations and guidance and the accuracy of our forecasts and the market data we use;

our history of net operating losses and our ability to utilize our net operating loss carryforwards;

the unpredictability of customer subscription renewals or solution adoption;

our profit margins and the unpredictability of End-User adoption and usage, and customer implementation and support requirements;

the reliability of our forecasting;

sales taxes on our solutions;

changes in financial accounting standards or practices;

maintaining proper and effective internal controls and producing accurate and timely financial statements;

regulations applicable to us, our customers and our solutions, including evolving regulation of Al, machine learning and the receipt, collection, storage, processing and
transfer of data, and the impacts of any violation of these regulations;

litigation or threats of litigation;

protecting our intellectual property;

"open-source" software in our solutions;

risks associated with environmental, social and governance, or ESG, disclosures and evolving ESG disclosure requirements;

expenses and administrative burdens as a public company;

the dilutive effects of future sales, or anticipation of future sales, of our common stock and the resulting impact on the price of our common stock;

unfavorable or misleading research by industry analysts;

our stock price volatility and historical policy of no dividends;

anti-takeover provisions in our charter documents and Delaware law;

our ability to obtain additional financing and dilution to our stockholders resulting from raising capital or using equity for acquisitions; and

our convertible notes and related capped call transactions and the related accounting treatment.
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Risks Related to our Operations, Industry and the Markets We Serve

We have experienced high growth in recent periods and if we fail to manage our growth effectively or experience a decline in our growth rate, we may be unable to
execute our business plan, maintain high levels of service and customer satisfaction or adequately address competitive challenges, and our financial performance may
be adversely affected.

Since our inception, our business has experienced high growth, which has resulted in large increases in our number of employees, expansion of the types of solutions we sell
and the customers we sell them to, expansion to international locations and international customers, expansion of our infrastructure, enhancement of our internal systems and other
significant changes and additional complexities. Our revenues increased from $402.8 million Form 10-K for the twelve months fiscal year ended December 31, 2020 to $498.7 million
for the twelve months ended December 31, 2021 and $565.7 million for the twelve months ended December 31, 2022 December 31, 2023. While we intend to further expand our
overall business, customer base, and number of employees, our recent growth rate is not necessarily indicative of the growth that we will achieve in the future. The growth in our
business generally, our management of a growing workforce and international customer base and the stress of such growth on our internal controls and systems require substantial
management effort, infrastructure and operational capabilities. To support our growth, we must continue to improve our management resources and our operational and financial
controls and systems, and these improvements may increase our expenses more than anticipated and result in a more complex business, and our failure to timely and effectively
implement these improvements could There have an adverse effect on our operations and financial results. In addition, our increasing success in selling our solutions to larger
customers and the increased breadth of our solution offerings and the types of customers we serve may result in greater uncertainty and variability in our business and sales results.
We also will have to anticipate the necessary expansion of our relationship management, implementation, customer service and other personnel to support our growth and achieve
high levels of customer service and satisfaction, particularly as we sell to larger customers that have heightened levels of complexity in their hardware, software and network
infrastructure needs and as we sell a broader range of solutions to a broader set of customers. Our success will depend on our ability to plan for and manage this growth effectively
and to address challenges to our growth model resulting been no material changes from rapid changes in economic conditions. If we fail to anticipate and manage our growth or are
unable to provide high levels of system performance and customer service, our reputation, as well as our business, results of operations and financial condition, could be harmed.

Unfavorable conditions in the financial services industry or the global economy could limit our ability to grow our business and negatively affect our operating
results.

Our operating results may vary based on the impact of changes in our industry or the global economy on us or our customers and their End Users from industry and economic-
driven changes. General macroeconomic and geopolitical conditions such as a recession or economic slowdown in the United States or internationally or the conflicts in and around
Ukraine, the Middle East and other parts of the world, could adversely affect demand for our solutions and make it difficult to accurately forecast our results and plan our future
business activities. For example, as a result of the impacts of COVID-19, customers delayed and deferred purchasing decisions, and for a period of time, there was a deterioration in
near-term demand for net new opportunities. The revenue growth and potential profitability of our business depend on demand for enterprise SaaS solutions and services generally
and for financial services solutions in particular. Weak or deteriorating economic conditions can affect the amount and growth rate of financial services information technology
spending and could adversely affect our current or prospective customers' ability or willingness to purchase our solutions, decrease their information technology spending budgets,
delay purchasing decisions, reduce the value or duration of their subscriptions, or affect subscription renewal rates, all of which could adversely limit our ability to grow our business
and negatively affect our operating results. Moreover, the failures of Silicon Valley Bank, Signature Bank and First Republic Bank have created market disruption and uncertainty for
the financial services industry, in particular among regional and community financial institutions, or RCFls. To date, a substantial majority of our revenues continue to result from
sales of our digital banking platform to U.S. based RCFIs, which we define as federally insured banks and credit unions with less than $100 billion in assets. Financial institutions, in
particular RCFls, have experienced, and may continue to experience outflows of deposits as account holders move their deposits to larger financial institutions with perceived better
liquidity and risk management. The actions taken by such institutions to address potential liquidity concerns have resulted in certain institutions incurring substantial costs that have
negatively impacted, and may continue to negatively impact, their profitability and could lead to further market instability or bank failures. The current market conditions have caused
and may continue to cause financial institutions to reduce lending activity as they seek to increase their reserves to maintain better liquidity. While the U.S. government has taken
measures to strengthen public confidence in the banking system and protect depositors, such steps may be insufficient to resolve the volatility in the financial markets and reduce
the risk of additional bank failures. Economic uncertainties, whether relating to the residual impacts of COVID-19, general macroeconomic and geopolitical conditions or challenges
in the financial services industry more specifically, could limit our ability to grow our business and negatively affect our operating results. Uncertain economic and global conditions
may also adversely affect third parties with which we have entered into relationships and upon which we depend in order to grow our business, such as technology vendors and
public cloud providers. As a result, we may be unable to continue to grow in the event of future and sustained economic slowdowns.

We derive substantially all of our revenues from customers in the financial services industry, and in particular RCFls, and any economic downturn or consolidation
in the financial services industry, or unfavorable economic conditions affecting regions in which a significant portion of our customers are concentrated or segments
of potential customers on which we focus, could harm our business.

Recent economic pressures from rising interest rates, inflation, bank failures and related challenges in the financial services industry or a slowdown in the economy, financial
markets and credit markets had and could continue to have an impact on account holder or End User usage of our solutions and on our customers' prospects and our business
sales cycles, our prospects' and customers' spending decisions, including for some of our non-implementation services which are more discretionary in nature, which has and may
continue to impact the timing of purchasing decisions and demand for our solutions. Any downturn in the financial services industry or unfavorable economic conditions affecting the
regions in which our customers or prospective customers are concentrated or particular segments of customers or prospective customers on which we focus, including the Alt-FI
and FinTech sectors, may cause our customers or prospective customers to delay or reduce their spending on solutions such as ours, seek to terminate or renegotiate their
contracts with us or fail. A significant portion of our revenues is derived from financial institutions, and in particular RCFls, and we have been and may continue to be impacted by
the current macroeconomic environment and the challenges in the financial services industry. Although we have a diversified customer base with no individual customer
representing more than 4% of total revenue and our top 20 customers collectively accounting for less than 25% of total revenue, each for the year ended December 31, 2022, we
have been, and may continue to be, impacted by the current macroeconomic environment and the challenges in the financial services industry. Financial institutions have in the past
experienced significant pressure due to economic uncertainty, liquidity concerns and increased regulation. In recent years, many financial institutions have merged or been acquired,
and periodically during downturns some financial institutions fail. The 2023 failures of Silicon Valley Bank, Signature Bank and First Republic Bank have created market disruption
and uncertainty for the financial services industry, in particular among regional and community financial institutions, or RCFIs. To date, a substantial majority of our revenues
continue to result from sales of our digital banking platform to U.S. based RCFls, which we define as federally insured banks and credit unions with less than $100 billion in assets.
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Financial institutions, in particular RCFIs, have experienced, and may continue to experience outflows of deposits as account holders move their deposits to larger financial
institutions with perceived better liquidity and risk management. The actions taken by such institutions to address potential liquidity concerns have resulted in certain institutions
incurring substantial costs that have negatively impacted, and may continue to negatively impact, their profitability and could lead to further market instability or bank failures. The
current market conditions have caused and may continue to cause financial institutions to reduce lending activity as they seek to increase their reserves to maintain better liquidity.
While the U.S. government has taken measures to strengthen public confidence in the banking system and protect depositors, such steps may be insufficient to resolve the volatility
in the financial markets and reduce the risk of additional bank failures. It is possible these conditions may persist, deteriorate or reoccur. And longer term, failures and consolidations
are likely to continue, and there are very few new financial institutions being created. Further, if our customers merge with or are acquired by other entities that have in-house
developed solutions or that are not our customers or use fewer of our solutions, our customers may discontinue, reduce or change the terms of their use of our solutions. It is also
possible that the larger financial institutions that result from mergers or consolidations could have greater leverage in negotiating terms with us or could decide to replace some or all
of our solutions. Financial institutions increasingly face competition from non-depository institutions or other innovative products or emerging technologies, such as cryptocurrencies,
which may reduce the number of End Users or transactions using their more traditional financial services. Any of these developments could have an adverse effect on our business,
results of operations and financial condition.

Our sales cycle can be unpredictable, time-consuming and costly, which could harm our business and operating results.

Our sales process involves educating prospective customers and existing customers about the use, technical capabilities and benefits of our solutions. Prospective customers,
especially larger financial services providers, often undertake a prolonged evaluation process, which typically involves not only our solutions, but also those of our competitors and
lasts from six to nine months or longer. We may spend substantial time, effort and money on our sales and marketing efforts without any assurance that our efforts will produce any
sales. It is also difficult to predict the level and timing of sales opportunities that come from our referral partners.

Events affecting our customers' businesses have and may continue to occur during the sales cycle that could affect the size or timing of a purchase, contributing to more
unpredictability in our business and operating results. Such events have and may continue to cause our customers or partners to delay, reduce, or even cancel planned digital
financial services spending and impact our business and operations. During the second half of 2022, we observed a decline in customer demand relative to our expectations earlier
in the year for certain discretionary aspects of our solutions, namely professional services, which we believe may have been related to the challenging macroeconomic environment.
During the second half of 2022, we also observed a decline in transactional and other revenue from our Helix and payment solutions, resulting from decreased usage. These effects
have continued throughout 2023 to date, and we expect continued negative impacts on our professional services for the remainder of the year and into 2024, or until the
macroeconomic environment and the health of the financial services industry stabilizes or improves. Additionally, we may experience challenges associated with accurately
predicting the impacts of any macroeconomic downturn, or challenges in the financial services industry, on our customers and their End Users, including in particular the impacts of
any downturn on Alt-FIs and FinTechs and our arrangements with them, as Alt-FIs and FinTechs may have particular vulnerabilities to a macroeconomic downturn, and our
arrangements with FinTechs represent a more complex revenue model for us which may be more vulnerable to an economic downturn than our arrangements with financial
institutions. If customers or partners significantly reduce their spending with us or significantly delay or fail to make payments to us, our business, results of operations, and financial
condition would be materially adversely affected, and as a result of our sales cycle, subscription model and our revenue recognition policies, the effects of such reductions or delays
on our results of operations may not be fully reflected for some time.

If the market for our solutions develops more slowly than we expect or changes in a way that we fail to anticipate, our sales would suffer and our operating results
would be harmed.

The market for financial services has been dramatically changing, and we do not know whether financial institutions and other financial services providers will adopt or continue
to adopt our existing and new solutions or whether the market will change in ways that we do not anticipate. Many financial service providers have invested substantial personnel
and financial resources in legacy software, and these institutions may be reluctant or unwilling to convert from their existing systems to our solutions. For financial service providers,
switching from one provider of solutions (or from an internally developed legacy system) to a new provider is a significant endeavor. Many potential customers believe switching
providers involves too many potential disadvantages such as disruption of business operations, loss of accustomed functionality, and increased costs (including conversion and
transition costs). Furthermore, some financial institutions may be reluctant or unwilling to use a cloud-based solution over concerns such as the security of their data and reliability of
the delivery model. These concerns or other considerations may cause financial institutions to choose not to adopt cloud-based solutions such as ours or to adopt alternative
solutions, either of which would harm our operating results. We attempt to overcome these concerns through value enhancing strategies such as a flexible integration process,
continued investment in the enhanced functionality and features of our solutions, and investing in new innovative solutions. If financial service providers are unwilling to transition
from their current systems, the demand for our solutions and related services could decline and adversely affect our business, operating results and financial condition.

Our future success also depends on our ability to sell new solutions and enhanced solutions to our current and new customers. As we create new solutions and enhance our
existing solutions to support new customer types, technologies and devices, these solutions and related services may not be attractive to customers. If the market for our solutions
does not continue to evolve in the manner in which we believe it will or if our new solutions, in particular our Q2 Innovation Studio and Helix offerings, are not adopted by our current
and prospective customers, our future business prospects may be negatively impacted. In addition, promoting and selling these new and enhanced solutions may require
increasingly costly sales and marketing efforts, and if customers choose not to adopt these solutions, our business could suffer.

If we are unable to attract new customers, continue to broaden our existing customers' use of our solutions or renew existing relationships with customers or
technology partners, our business, financial condition and results of operations could be materially and adversely affected.

To increase our revenues, we will need to continue to attract new customers and succeed in having our current customers expand the use of our solutions. In addition, for us to
maintain or improve our results of operations, it is important that our customers renew their subscriptions with us on similar or more favorable terms to us when their existing
subscription term expires. Our revenue growth rates may decline or fluctuate as a result of a number of factors including customer spending levels, customer dissatisfaction with our
solutions, decreases in the number of customers, decreases in usage of our solutions by End Users, changes in the type and size of our customers, pricing changes, competitive
conditions, the loss of our customers to other competitors and general economic conditions. We cannot assure you that our current customers will renew or expand their use of our
solutions. If we are unable to attract new customers or retain or attract new business from current customers or technology partners, our business, financial condition and results of
operations may be materially and adversely affected.
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We may encounter implementation challenges, particularly as the number, size, type and complexity of customers that we serve increase and change, and we may
have to delay revenue recognition for some complex engagements, which would harm our business and operating results.

We have and may continue to face unexpected implementation challenges related to the complexity of our customers’ implementation and integration requirements, particularly
implementations for larger customers with more complex requirements in their hardware, software and network infrastructure needs. Our implementation expenses increase when
customers have unexpected data, hardware or software technology challenges, or complex or unanticipated business or regulatory requirements. In addition, our customers in some
cases may require complex acceptance testing related to the implementation of our solutions. Implementations often involve integration with or conversion of customers off of
systems and services of third parties over which we do not have control. Implementation delays also may require us to delay revenue recognition under the related customer
agreement longer than expected. Further, because we do not fully control our customers’ implementation schedules, if our customers do not allocate the internal resources
necessary to meet implementation timelines or if there are unanticipated implementation delays or difficulties, our revenue recognition may be delayed. Losses of End Users or any
difficulties or longer implementation processes, including risks related to the timing and predictability of sales of our solutions, could cause customers to delay or forgo future
purchases of our solutions, which would adversely affect the timing of bookings, which would have an adverse impact on our revenue and financials performance.

Our business could be adversely affected if our customers are not satisfied with our solutions, particularly as we introduce new products and solutions, or our
systems, infrastructure and resources fail to meet their needs.

Our business depends on our ability to satisfy our customers and meet their needs. Our customers use a variety of network infrastructure, hardware and software, which
typically increases in complexity the larger the customer is, and our solutions must support the specific configuration of our customers' existing systems, including in many cases the
solutions of third-party providers. If our solutions do not currently support a customer's required data format or appropriately integrate with a customer's applications and
infrastructure, then we must configure our solutions to do so, which could negatively affect the performance of our systems and increase our expenses and the time it takes to
implement our solutions. Any failure of or delays in our systems or resources could cause service interruptions or impaired system performance. Some of our customer agreements
require us to issue credits for downtime in excess of certain thresholds, and in some instances give our customers the ability to terminate the agreements in the event of significant
amounts of downtime, or if we experience other defects with our solutions. If sustained or repeated, these performance issues could reduce the attractiveness of our solutions to
new and existing customers, cause us to lose customers, and lower renewal rates by existing customers, each of which could adversely affect our revenue and reputation. In
addition, negative publicity resulting from issues related to our customer relationships or technology partners, regardless of accuracy, may damage our business by adversely
affecting our ability to attract new customers and maintain and expand our relationships with existing customers.

If the use of our solutions increases, or if our customers demand more advanced features from our solutions, we will need to devote additional resources to improving our
solutions, and we also may need to expand our technical infrastructure and related resources at a more rapid pace than we have in the past. This would involve spending
substantial amounts to purchase or lease data center capacity and equipment, subscribe to new or additional third-party hosting services, upgrade our technology and infrastructure
or introduce new or enhanced solutions. It takes a significant amount of time to plan, develop and test changes to our solutions and related infrastructure and resources, and we
may not be able to accurately forecast demand or predict the results we will realize from such improvements. There are inherent risks associated with changing, upgrading,
improving and expanding our technical infrastructure and related resources. Any failure of our solutions to operate effectively with future infrastructure and technologies could
reduce the demand for our solutions, resulting in customer dissatisfaction and harm to our business. Also, any expansion of our infrastructure and related resources would likely
require that we appropriately scale our internal business systems and services organization, including implementation and customer support services, to serve our growing customer
base. If we are unable to respond to these changes or fully and effectively implement them in a cost-effective and timely manner, our service may become ineffective, we may lose
customers, and our operating results may be negatively impacted.

Growth of our business depends on a strong brand and any failure to maintain, protect and enhance our brand could hurt our ability to retain or expand our base
of customers.

We believe that a strong brand is necessary to continue to attract and retain customers. We need to maintain, protect and enhance our brand in order to expand our customer
base. This depends largely on the effectiveness of our marketing efforts, our ability to provide reliable solutions that continue to meet the needs of our customers at competitive
prices, our ability to maintain our customers' trust, our ability to continue to develop new functionality and use cases, and our ability to successfully differentiate our solutions and
their capabilities from competitive products and services, which we may not be able to do effectively. While we may choose to engage in a broader marketing campaign to further
promote our brand, this effort may not be successful or cost effective. Our brand promotion activities may not generate customer awareness or yield increased revenues, and even if
they do, any increased revenues may not offset the expenses we incur in building our brand. If we are unable to maintain or enhance customer awareness in a cost-effective
manner, our brand and our business, financial condition and results of operations could be materially and adversely affected.

Our corporate reputation is susceptible to damage by actions or statements made by adversaries in legal proceedings, current or former employees or customers, competitors
and vendors, technology partners, as well as members of the investment community and the media. There is a risk that negative information about our company, even if based on
false rumor or misunderstanding, could adversely affect our business. In particular, damage to our reputation could be difficult and time-consuming to repair, could make potential or
existing customers reluctant to select us for new engagements, resulting in a loss of business, and could adversely affect our employee recruitment and retention efforts. Damage to
our reputation could also reduce the value and effectiveness of our brand name and could reduce investor confidence in us and materially and adversely affect our business,
financial condition and results of operations.

The markets in which we participate are competitive, and pricing pressure, new technologies or other competitive dynamics could adversely affect our business
and operating results.

We currently compete with providers of technology and services in the financial services industry, including point system vendors, core processing vendors and systems
internally developed by financial services providers. With respect to our digital banking platform, we have several point solution competitors, including NCR Corporation, or NCR,
Alkami Technology, Inc. and Lumin Digital in the online, consumer and small business banking space and Finastra, ACI Worldwide, Inc. and Bottomline Technologies (de), Inc. in the
commercial banking space. We also compete with core processing vendors that provide systems and services such as Fiserv, Inc., Jack Henry and Associates, Inc. and Fidelity
National Information Services, Inc., or FIS. With respect to our lending platform, we compete against several point system competitors, including Abrigo, Baker Hill Solutions, LLC,
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Fair Isaac Corporation, nCino, Inc., Finastra, Moody's Analytics, Inc., Brilliance Financial Technology, Oracle Corporation, Temenos AG, and core processing vendors, including FIS
and Fiserv. With respect to our Helix solution, we primarily compete with Galileo Financial Technologies, LLC, Margeta, Inc. and Green Dot Corporation. Some of our competitors
have significantly more financial, technical, marketing and other resources than we have, may devote greater resources to the promotion, sale and support of their systems than we
can, have more extensive customer bases and broader customer relationships than we have and have longer operating histories and greater name recognition than we have. In
addition, many of our competitors expend more funds on research and development.

We also may face competition from new companies entering our markets, which may include large established businesses that decide to develop, market or resell competitive
solutions, acquire one of our competitors or form a strategic alliance with one of our competitors. In addition, new companies entering our markets may choose to offer competitive
solutions at little or no additional cost to the customer by bundling them with their existing applications, including adjacent financial services technologies and core processing
software. New entrants to the markets we serve might also include financial services providers developing financial services solutions and other technologies, including solutions
built using competing BaasS solutions or open API platforms. Competition from these new entrants may make our business more difficult and adversely affect our results.

If we are unable to compete in this environment, sales and renewals of our solutions could decline and adversely affect our business, operating results and financial condition.
With the introduction of new technologies and potential new entrants into the markets for our solutions, we expect competition to intensify in the future, which could harm our ability
to increase sales and achieve profitability. In addition, we may face increased competition in our existing markets as we enter new markets or sections of a market with larger or
different customers and new solutions. Our industry has also experienced recent consolidations which we believe may continue. Any further consolidation our industry experiences
could lead to increased competition and result in pricing pressure or loss of market share, either of which could have a material adverse effect on our business, limit our growth
prospects or reduce our revenues.

If we are unable to effectively integrate our solutions with other systems or services used by our customers and prospective customers, including if we are forced
to discontinue integration due to security or quality concerns with a third-party system or service, or if there are performance issues with such third-party systems or
services, our solutions will not operate effectively, our operations will be adversely affected and our reputation may be harmed.

The functionality of our solutions depends on our ability to integrate with other third-party systems and services used by our customers, including core processing software and,
in the case of our Helix solutions, banking services. Certain providers of these third-party systems or services also offer solutions that are competitive with our solutions and may
have an advantage over us with customers using their software by having better ability to integrate with their software and by being able to bundle their competitive products with
other applications used by our customers and prospective customers at favorable pricing. We do not have formal arrangements with many of these third-party providers regarding
our access to their APIs to enable these customer integrations. We also resell numerous third-party services and market integrations to a large number of third-party services,
including third-party services and integrations offered through our Q2 Innovation Studio solution.

Our business and reputation may be harmed if any such third-party provider:

changes the features or functionality of its services, applications and platforms in a manner adverse to us;

discontinues or limits our solutions' access to its systems or services;

suffers a security incident or other incident that requires us to discontinue integration with its systems or services or results in a compromise of our systems or services;

experiences staffing shortages or other operational challenges, including as a result of the challenging macroeconomic environment, which interferes with their ability to
implement or adequately support an integration with our solutions;

ceases to operate;

terminates or does not allow us to renew or replace our existing contractual relationships on the same or better terms;

modifies its terms of service or other policies, including fees charged to, or other restrictions on, us or our customers; or

establishes more favorable relationships with one or more of our competitors or acquires one or more of our competitors and offers competing services.

Such events or circumstances could delay, limit or prevent us from integrating our solutions with these third-party systems or services, which could impair the functionality of
our solutions, prohibit the use of our solutions or limit our ability to sell our solutions to customers, each of which could harm our business. If we are unable to integrate with such
third-party systems or services as a result of changes to or restricted access to the systems or services by such third parties during the terms of existing agreements with customers
using such third-party systems or services, we may not be able to meet our contractual obligations to customers, which may result in disputes with customers and harm to our
business. In addition, if any such third-party providers experience an outage, our solutions integrated with such systems or services will not function properly or at all, and our
customers may be dissatisfied with our solutions. If the systems or services of such third-party providers have performance or other problems, such issues may reflect poorly on us
and the adoption and renewal of our solutions and our business may be harmed. Although we or our customers may be able to switch to alternative technologies if a provider's
systems or services were unreliable or if a provider was to limit such customer's access and utilization of its data or the provider's functionality, our business could nevertheless be
harmed due to the risk that our customers could reduce their use of our solutions.

Our business faces significant risks from diverse security threats. If our security measures or the security measures of our customers or third-party providers on
whom we rely are compromised or unauthorized access to our systems or customer data is otherwise obtained, our systems and solutions may not be secure or may
be perceived as not being secure, and customers may curtail or cease their use of our solutions, our reputation may be harmed, and we may incur significant liabilities,
regulatory enforcement or fines or other consequences.

Certain elements of our solutions process and store personally identifiable information, or Pll, such as banking and personal information of our customers and their End Users,
and we also regularly have access to PII during various stages of the implementation process or during the course of providing customer support. Furthermore, as we develop
additional functionality, we may gain greater access to PIl. We maintain policies, procedures and technological safeguards designed to protect the confidentiality, integrity, availability
and privacy of this information and our information technology systems. However, we cannot entirely eliminate the risk of improper or unauthorized access to or disclosure of Pll or
other security and
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privacy events that impact the integrity, availability or privacy of Pll or our systems and operations, or the related costs we may incur to mitigate the consequences from such events.
Further, given the flexibility and complexity of our solutions, including an increasing number of integrations to third party solutions, there is a risk that configurations of, or defects in,
the solutions or errors in the development or implementation could create vulnerabilities to security and privacy breaches. There may be unlawful attempts to disrupt or gain access
to our information technology systems or the PlI or other data of our customers or their End Users that may disrupt our or our customers' operations. In addition, because we
leverage third-party providers, including cloud, software, data center and other critical technology vendors to develop and deliver our solutions to our customers and their End Users,
we rely heavily on the data security technology practices and policies adopted by these third-party providers, and we may not be able to identify vulnerabilities in such third-party
practices and policies. A vulnerability in a third-party provider's software or systems, a failure of our third-party providers' safeguards, policies, procedures or overall business
operations or a breach of a third-party provider's software or systems could result in the compromise of the confidentiality, integrity or availability of our systems or the data housed
in our solutions.

Our security measures and the security measures of our customers or third-party providers on whom we rely may not be sufficient to prevent our systems from being
compromised as a result of third-party action, the error or intentional misconduct of employees, customers or their End Users, malfeasance or stolen or fraudulently obtained login
credentials. Security incidents can result in unauthorized access to, loss of or unauthorized disclosure of confidential information, litigation, regulatory enforcement, fines, indemnity
obligations and other possible liabilities, as well as negative publicity, which could damage our reputation, impair our sales, harm our business and result in increased volatility in our
stock price. Our business and operations, as well as those of our customers and third-party providers, are continuously exposed to a broad range of internal and external threats
such as cyber-attacks, ransomware attacks, account take-over attacks, hijacking, organized cybercrime, financial transaction fraud, fraudulent representations, malicious code (such
as viruses and worms), phishing, employee errors or omissions, employee theft or misuse, denial-of-service attacks and other malicious Internet-based activity. These internal and
external threats continue to increase and evolve and financial services providers, their End Users, and technology providers are often targets of such threats or attacks. In addition
to traditional computer "hackers," sophisticated criminal networks as well as nation-state and nation-state supported actors now engage in attacks, including advanced persistent
threat intrusions. Current or future criminal capabilities, including increased threats from the use of artificial intelligence, discovery of existing or new vulnerabilities, and attempts to
exploit those vulnerabilities or other developments, may compromise or breach our systems or solutions.

In addition, third parties may attempt to fraudulently induce our employees or the employees of our customers or third-party providers into disclosing sensitive information such
as usernames, passwords or other information to gain access to our confidential or proprietary information or the data of our customers and their End Users. A party who is able to
compromise the security of our facilities could cause interruptions or malfunctions in our operations. We may be unable to anticipate or prevent techniques used to obtain
unauthorized access or sabotage systems because they change frequently and generally are not detected until after an incident has occurred. As we increase our customer base
and our brand becomes more widely known and recognized, we may become more of a target for third parties seeking to compromise our security systems or gain unauthorized
access to the data of our customers and their End Users. In addition, there may be a heightened risk of state-sponsored cyberattacks or cyber fraud during periods of geopolitical
uncertainty, as cybercriminals attempt to profit from the disruption, given increased online banking, e-commerce and other online activity. Additionally, there is an increased risk that
we may experience cybersecurity-related events such phishing attacks and other security challenges as a result of some of our employees and our service providers working
remotely from non-corporate managed networks. Increased risks associated with cyberattacks, data and privacy breaches and breaches of security measures within our solutions,
systems and infrastructure or the products, systems and infrastructure of third parties upon which we rely and the resultant costs and liabilities may cause failure or inability to meet
our customers' expectations with respect to security and confidentiality and could harm our business and seriously damage our reputation and affect our ability to retain customers
and attract new business. Our systems and operations are also subject to inherent internal threats from employees or contractors such as unauthorized information access or
disclosure and asset misappropriation, including as a result of inadequate access management. While we endeavor to counter these threats through processes designed to identify
and monitor potentially risky behaviors, including data loss prevention and access rights management protocols, no risk mitigation strategy can entirely eliminate the risks posed by
internal threats.

As cyber threats have evolved and continue to evolve, vulnerabilities in our solutions have been and will in the future be detected, and we expect to expend significant
additional resources to continue to modify or enhance our layers of defense to remediate such vulnerabilities. System enhancements and updates create risks associated with
implementing new systems and integrating them with existing ones, including risks associated with the effectiveness of our, our customers' and our third-party providers' software
development lifecycles. Due to the complexity and interconnectedness of our systems and solutions, the process of enhancing our layers of defense, including addressing
hardware-based vulnerabilities, can itself create a risk of systems disruptions and security issues. Our and our customers' and third-party providers' ability to deliver patches and
updates to mitigate vulnerabilities in a timely manner can introduce additional risks, particularly when a vulnerability is being actively exploited by threat actors.

Federal, state and other regulations may require us to notify customers and their End Users of data security incidents involving certain types of personal data. Security and
privacy compromises experienced by our competitors, by our customers or by us may lead to public disclosures and widespread negative publicity. Any security and privacy
compromise in our industry, whether actual or perceived, could erode customer confidence in the effectiveness of our security measures, negatively impact our ability to attract new
customers, cause existing customers to elect not to renew their subscriptions or subject us to third-party lawsuits, regulatory fines or other action or liability, which could materially
and adversely affect our business and operating results.

In addition, some of our customers contractually require notification of any data security and privacy compromise and include representations and warranties that our solutions
comply with certain regulations related to data security and privacy. Although our customer agreements typically include limitations on our potential liability, there can be no
assurance that such limitations of liability would be enforceable or adequate or would otherwise protect us from any such liabilities or damages with respect to any particular claim.
We also cannot be sure that our existing general liability insurance coverage and coverage for errors or omissions will continue to be available on acceptable terms or will be
available in sufficient amounts to cover one or more claims, or that our insurers will not deny or attempt to deny coverage as to any future claim. The successful assertion of one or
more claims against us, the inadequacy of or denial of coverage under our insurance policies, litigation to pursue claims under our policies 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, financial
condition and results of operations.
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Defects or errors in our solutions, including failures associated with transaction processing or interest, principal or balance calculations, could harm our
reputation, result in significant costs to us, impair our ability to sell our solutions and subject us to substantial liability.

Our solutions are inherently complex and from time-to-time contain defects or errors, particularly when first introduced or as new functionality is released. The volume and
dollar amount of payment transactions and interest, principal or balance amounts that we, our customers and our third-party partners process and calculate is significant and
continues to grow. Transactions facilitated by us, our customers and our third-party partners include debit card, credit card, electronic bill payment transactions, Automated Clearing
House, or ACH, payments, real-time payments through faster payment networks, transactions in cryptocurrencies and check clearing that support consumers, financial institutions
and other businesses. Certain of our solutions also calculate dollar amounts, including interest, principal, remaining balance and payment amounts on loans, and in certain
circumstances our solutions serve as the system of record on which our customers rely to instruct and inform End Users of amounts they must pay and their associated remaining
balances. Additionally, certain of these solutions are designed to be configurable by our customers and their ability to perform as intended can be affected by the manner in which
our customers use or configure the solution. Despite extensive testing, from time-to-time we discover, and may in the future discover, defects or errors in our solutions or the
solutions of our third-party partners, as well as unanticipated processing errors resulting from customer use or behavior. In addition, due to changes in regulatory requirements
relating to our customers or to technology providers to financial services providers like us, we may discover deficiencies in our or our third-party partners' software processes related
to those requirements. Material performance problems or defects in our solutions might arise in the future.

Such errors, defects, other performance problems, or disruptions in service to provide bug fixes or upgrades, whether in connection with day-to-day operations or otherwise,
can be costly and complicated for us to remedy, cause damage to our customers' businesses and to their End Users and harm our reputation. Additionally, certain of our solutions
are hosted by our customers, resulting in our inability to directly access and monitor the data being processed by and our customers' use of such solutions. When any such solutions
being hosted by our customers encounter errors, defects or other performance problems, it can be difficult and costly to assess the issues properly and apply fixes, including
because we must rely on the assistance and records of our customers. If the continuity of operations, integrity of processing, or ability to detect or prevent fraudulent payments were
compromised in connection with payments transactions, we could suffer financial as well as reputational loss. In

addition, if we have any such errors, defects or other performance problems, our customers could seek to terminate their agreements, elect not to renew their subscriptions, delay or
withhold payment or make claims against us. Any of these actions could result in liability, lost business, increased insurance costs, difficulty in collecting our accounts receivable,
costly litigation, increased regulatory oversight, fines or penalties, adverse publicity and brand damage. Such errors, defects or other problems could also result in reduced sales or
a loss of, or delay in, the market acceptance of our solutions.

Moreover, software development is time-consuming, expensive, complex and requires regular maintenance. Unforeseen difficulties can arise. If we do not complete our
periodic maintenance according to schedule or if customers are otherwise dissatisfied with the frequency or duration of our maintenance services, customers could elect not to
renew, or delay or withhold payment to us or cause us to issue credits, make refunds or pay penalties. Because our solutions are often customized and deployed on a customer-by-
customer basis, rather than through a multi-tenant SaaS method of distribution, applying bug fixes, upgrades or other maintenance services may require updating each instance of
our software. This could be time consuming and cause us to incur significant expense and may require the involvement of our customers, which potentially increases the technical
delivery risk. We might also encounter technical obstacles, and it is possible that we discover problems that prevent our solutions from operating properly. As a result of the
complexity of our solutions and the complex needs of our customers, our customers depend on our technical resources to develop reliable and secure solutions and to resolve any
technical issues relating to our solutions. Our ability to deliver our solutions is dependent on our software development lifecycle management processes, including with respect to
our change management processes, which impact our ability to effectively develop our solutions and to identify, track, test, manage and implement changes to our solutions. As a
result, our solutions require an ongoing commitment of significant resources to maintain and enhance them and to develop new solutions in order to keep pace with continuing
changes in information technology, emerging cybersecurity risks and threats, evolving industry and regulatory standards and changing preferences of our customers. If our solutions
do not function reliably or fail to achieve customer expectations in terms of performance, customers could seek to cancel their agreements with us and assert liability claims against
us, which could damage our reputation, impair our ability to attract or maintain customers and harm our results of operations.

Failures or reduced accessibility of third-party hardware, software or other services on which we rely could impair the delivery of our solutions and adversely
affect our business.

We rely on hardware and services that we purchase or lease and software, including open-source software, that we develop or license from, or that is hosted by third parties, to
offer our solutions. In addition, we obtain licenses from third parties to use intellectual property associated with the development of our solutions. These licenses might not continue
to be available to us on acceptable terms, or at all. These third-party providers may in the future choose not to continue to support certain of the hardware, software or services we
license. We also may in the future choose to discontinue the use of the hardware, services or software we acquire or license from such third-party providers, which may require that
we pay termination fees or recognize related accounting charges or impairments. While we are not substantially dependent upon any third-party hardware, services or software
other than our third-party data centers, the loss of the right or ability to use all or a significant portion of our third-party hardware, services or software required for the development,
maintenance and delivery of our solutions could result in delays in the provision of our solutions until we develop or identify, obtain and integrate equivalent technology, which could
harm our business.

Any errors or defects in the hardware, services or software we use could result in errors, interruptions or a failure of our solutions. Although we believe that there are
alternatives, any significant interruption in the availability of all or a significant portion of such hardware, services or software could have an adverse impact on our business unless
and until we can replace the functionality provided by these products at a similar cost. Furthermore, such hardware, services and software may not be available on commercially
reasonable terms, or at all. The loss of the right to use all or a significant portion of such hardware, services or software could limit access to our solutions. Additionally, we rely upon
third parties' abilities to enhance their current products, develop new products on a timely and cost-effective basis and respond to emerging industry standards and other
technological changes. We may be unable to effect changes to such third-party technologies, which may prevent us from rapidly responding to evolving customer requirements. We
also may be unable to replace the functionality provided by the third-party software currently offered in conjunction with our solutions in the event that such software becomes
obsolete or incompatible with future versions of our solutions or is otherwise not adequately maintained or updated.
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We depend on data centers operated by third parties and third-party Internet hosting providers, and any disruption in the operation of these facilities or access to
the Internet have and could continue to adversely affect our business.

We currently host our digital banking platform solutions primarily from two third-party data center hosting facilities located in Austin, Texas and Carrollton, Texas, which are both
operated by the same third-party provider, and our lending solutions, Helix solutions and a certain portion of our digital banking platform solutions are hosted by cloud-based service
providers, including Amazon Web Services and Microsoft Azure. The owners and operators of these current and future facilities and cloud-based hosting services do not guarantee
that our customers' access to our solutions will be uninterrupted, error-free or secure. We have experienced, and may in the future experience website disruptions, outages and
other performance problems with these data centers and third-party hosting providers. These problems may be caused by a variety of factors, including infrastructure changes,
hardware failures, human or software errors, viruses, security attacks, fraud, operational disruption, spikes in customer usage and denial of service issues. For example, as a result
of increased online banking activity due to the COVID-19 pandemic, including periodic significant increases in logins by End Users seeking to check their accounts for receipt of
government stimulus funds, financial institutions and their online banking service providers experienced periods of unprecedented user login activity, at times, resulting in delayed
access to online banking for many financial institutions, including many of our customers. We have made investments in additional data center capacity to increase the processing
capacity of our online banking platform to minimize any future delays, and we expect to make additional incremental investments to further enhance our hosting infrastructure and
support. In some instances, we may not be able to identify the cause or causes of these performance problems within an acceptable period of time. We do not control the operation
of these data center facilities and cloud-based service providers, and such facilities and services are vulnerable to damage or interruption from human error, intentional bad acts,
power loss, hardware failures, telecommunications failures, fires, wars, terrorist attacks, floods, earthquakes, hurricanes, tornadoes, pandemics or similar catastrophic events. They
also could be subject to break-ins, computer viruses, sabotage, intentional acts of vandalism and other misconduct. The occurrence of a natural disaster or an act of terrorism, a
decision to close the facilities without adequate notice or terminate our hosting arrangement or other unanticipated problems could result in lengthy interruptions in the delivery of
our solutions, cause system interruptions, prevent our customers' End Users from accessing their accounts or services online, reputational harm and loss of critical data, prevent us
from supporting our solutions or cause us to incur additional expense in arranging for new facilities, services and support, and may be required to pay refunds to our customers
based on service level agreement (SLA) provisions in their contracts.

We also depend on third-party Internet-hosting providers and continuous and uninterrupted access to the Internet through third-party bandwidth providers to operate our
business. If we lose the services of one or more of our Internet-hosting or bandwidth providers for any reason or if their services are disrupted, for example due to viruses or denial
of service or other attacks on their systems, or due to human error, intentional bad acts, power loss, hardware failures, telecommunications failures, fires, wars, terrorist attacks,
floods, earthquakes, hurricanes, tornadoes, pandemics or similar catastrophic events, we could experience disruption in our ability to offer our solutions and adverse perception of
our solutions' reliability, or we could be required to retain the services of replacement providers, which could increase our operating costs and harm our business and reputation.
Prolonged interruption in the availability, or reduction in the speed or other functionality, and frequent or persistent interruptions in our solutions could cause customers to believe
that our solutions are unreliable, leading them to switch to our competitors or to avoid our solutions, which could also harm our business and reputation.

We do not have any control over the availability or performance of salesforce.com's Force.com platform, and if we or our digital lending solution customers
encounter problems with it, we may be required to replace Force.com with another platform, which would be difficult and costly.

Certain of our digital lending solutions run on salesforce.com's Force.com platform, and we do not have any control over the Force.com platform or the prices salesforce.com
charges to our customers. Salesforce.com may discontinue or modify Force.com or increase its fees or modify its pricing incentives for our customers. If salesforce.com takes any of
these actions, we may suffer lower sales, increased operating costs and loss of revenue from certain of our digital lending solutions until equivalent technology is either developed
by us, or, if available from a third party, is identified, obtained and integrated. Additionally, we may not be able to honor commitments we have made to our customers and we may
be subject to breach of contract or other claims from our customers.

In addition, we do not control the performance of Force.com. If Force.com experiences an outage, certain of our digital lending solutions will not function properly, and our
customers may be dissatisfied. If salesforce.com has performance or other problems with its Force.com platform or its operations generally, they will reflect poorly on us and the
adoption and renewal of certain of our digital lending solutions and our business may be harmed.

If we fail to provide effective customer training on our solutions and high-quality customer support, our business and reputation would suffer.

Effective customer training on our solutions and high-quality, ongoing customer support are important to the successful marketing and sale of our solutions and for the renewal
of existing customer agreements. Providing this training and support requires that our customer training and support personnel have financial services knowledge and expertise,
which can make it difficult for us to hire qualified personnel and scale our training and support operations. The demand on our customer support organization will increase as we
expand our business and pursue new customers, and such increased support could require us to devote significant development services and support personnel, which could strain
our team and infrastructure and reduce our profit margins. If we do not help our customers quickly resolve any post-implementation issues and provide effective ongoing customer
support, our ability to sell additional solutions to existing and future customers could suffer and our reputation would be harmed.

If we fail to respond to evolving technological requirements or introduce adequate enhancements, new features or solutions, our solutions could become obsolete
or less competitive.

The markets for our solutions are characterized by rapid technological advancements, changes in customer requirements and technologies, frequent new product introductions
and enhancements and changing regulatory requirements. The life cycles of our solutions are difficult to estimate. Rapid technological changes and the introduction of new products
and enhancements by new or existing competitors or large financial services providers could undermine our current market position. Other means of digital financial services
solutions may be developed or adopted in the future, and our solutions may not be compatible with these new technologies. In addition, the technological needs of, and services
provided by, customers may change if they or their competitors offer new services to End Users. Maintaining adequate research and development resources to meet the demands
of the markets we serve is essential. The process of developing new technologies and solutions is complex and expensive. The introduction of new solutions by our competitors, the
market acceptance of competitive solutions based on new or alternative technologies or the emergence of new technologies or solutions in the broader financial services industry
could render our solutions obsolete or less effective.

The success of any enhanced or new solution depends on several factors, including timely completion, adequate testing and market release and acceptance of the solution.
Any new solutions that we develop or acquire may not be introduced in a timely or cost-effective manner, may contain defects or may not achieve the broad market acceptance
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necessary to generate significant revenues. If we are unable to anticipate customer requirements or work with our customers successfully on implementing new solutions or features
in a timely manner or enhance our existing solutions to meet our customers' requirements, our business and operating results may be adversely affected.

If we fail to effectively maintain or expand our sales and marketing capabilities and teams, as necessary, including through partner relationships, we may not be
able to increase our customer base and achieve broader market acceptance of our solutions.

Increasing our customer base and achieving broader market acceptance of our solutions will depend on our ability to maintain and potentially expand our sales and marketing
organizations and their abilities to obtain new customers and sell additional solutions and services to new and existing customers. We believe there is significant competition for
direct sales professionals with the skills and knowledge that we require, and we may be unable to hire or retain sufficient numbers of qualified individuals in the future. Our ability to
achieve significant future revenue growth will depend on our success in recruiting, training and retaining a sufficient number of direct sales professionals. New hires may require
significant training and time before they become fully productive and may not become as productive as quickly as we anticipate. As a result, the cost of hiring and carrying new
representatives cannot be offset by the revenues they produce for a significant period of time. Our growth prospects will be harmed if our efforts to expand, train and retain our direct
sales team do not generate a corresponding increase in revenues. Additionally, if we fail to sufficiently invest in our marketing programs or they are unsuccessful in creating market
awareness of our company and solutions, our business may be harmed and our sales opportunities limited.

In addition to our direct sales team, we also extend our sales distribution through formal and informal relationships with referral partners. While we are not substantially
dependent upon referrals from any partner, our ability to grow revenue in the future may depend upon continued referrals from our partners and growth of the network of our referral
partners. These partners are under no contractual obligation to continue to refer business to us, nor do these partners have exclusive relationships with us and may choose to
instead refer potential customers to our competitors. We cannot be certain that these partners will prioritize or provide adequate resources for promoting our solutions or that we will
be successful in maintaining, expanding or developing our relationships with referral partners. Our competitors may be effective in providing incentives to third parties,

including our partners, to favor their solutions or prevent or reduce subscriptions to our solutions either by disrupting our relationships with existing customers or limiting our ability to
win new customers. Establishing and retaining qualified partners and training them with respect to our solutions requires significant time and resources. If we are unable to devote
sufficient time and resources to establish and train these partners or if we are unable to maintain successful relationships with them, we may lose sales opportunities and our
revenues could suffer.

We rely on our management team and other key employees, and the loss of one or more key employees could harm our business.

Our success and future growth depend upon the continued services of our management team, in particular our Chief Executive Officer, and other key employees, including in
the areas of research and development, marketing, sales, services and general and administrative functions. From time to time, there may be changes in our management team
resulting from the hiring or departure of executives, which could disrupt our business. We also are dependent on the continued service of our existing development professionals
because of the complexity of our solutions, including complexity arising as a result of the regulatory requirements that are applicable to our customers and the pace of technology
changes impacting our customers and their End Users. We may generally terminate any employee's employment at any time, with or without cause, subject to local laws in
particular non-U.S. jurisdictions, and any employee may resign at any time, with or without cause; however, our employment agreements with our named executive officers provide
for the payment of severance under certain circumstances. We also have entered into employment agreements with our other executive officers which provide for the payment of
severance under similar circumstances as in our named executive officers' employment agreements. The loss of one or more of our key employees could harm our business.

Because competition for employees is intense, we may not be able to attract and retain the highly skilled employees we need to support our operations and future
growth.

Competition for executive officers, software developers and other employees in our industry is intense. In particular, we compete with many other companies for executive
officers, for software developers with high levels of experience in designing, developing and managing software, as well as for skilled sales and operations professionals and
knowledgeable customer support professionals, and we may not be successful in attracting the professionals we need. Competition for software development and engineering
personnel is intense. Recent macroeconomic challenges and broad-based inflation have impacted many industries with increased employee resignations and turnover, labor
shortages, extreme competition for talent, wage inflation and pressure to improve employee benefits and compensation to remain competitive, all resulting in increased difficulty in
managing personnel costs. In prior years, we have experienced heightened employee turnover, delays in hiring suitable replacement candidates and increased costs to hire new
employees. While the hiring environment became less challenging and we experienced reduced voluntary employee turnover in the second half of 2022 and in 2023, we may
continue to experience inflation in the wages we have to pay to hire and retain qualified employees in future periods. A sustained labor shortage or additional increases in turnover
rates within our employee base could lead to further increased costs, such as increased wages or other compensation to attract and retain employees and could negatively affect
our ability to support our operations and our plans for future growth. In addition, job candidates and existing employees often consider the actual and potential value of the equity
awards they receive as part of their overall compensation. Thus, if the perceived value or future value of our stock declines, our ability to attract and retain highly skilled employees
may be adversely affected. In addition, many of our existing employees may exercise vested options or vest in outstanding restricted stock units and sell our stock, which may make
it more difficult for us to retain key employees. If we fail to attract and retain new employees, our business and future growth prospects could be harmed.

The residual impacts of the COVID-19 pandemic could further adversely affect our business, results of operations and financial condition.

Our business depends on the overall demand for our solutions, and on the economic health of our current and prospective customers. The residual impacts of the COVID-19
pandemic on our business, customers, partners, employees, markets and financial results and condition, are uncertain, evolving and dependent on numerous unpredictable factors
outside of our control, including:

« the duration and severity of the pandemic as a public health matter and its impact on governments, businesses, society, our customers, our partners and our business;

 the measures that have been, or may in the future be, taken by governments, businesses and society in response to the pandemic;
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the scope and effectiveness of fiscal and monetary stimulus programs and other legislative and regulatory measures that have been or may be implemented by federal,
state and local governments;

deterioration of worldwide credit and financial markets that could limit our ability to obtain external financing to fund our operations and capital expenditures or to refinance
existing indebtedness;

potential asset impairments, including goodwill, intangible assets, investments and other assets;

the increase in business challenges among our customers and other businesses from macroeconomic factors and recent challenges in the financial services industry; and

the willingness of current and prospective customers to invest in our solutions.

Any of these factors may impact our business unfavorably. There can be no assurance that our actions taken in response to the COVID-19 pandemic will succeed in preventing
or mitigating any negative impacts on our business. Even after the COVID-19 pandemic or a similar public health crisis had subsided, we may continue to experience adverse
impacts to our business as a result of its global economic impact, including any recession, economic downturn, inflation, or increased unemployment that has occurred or may occur
in the future.

Because our long-term success depends on our ability to operate our business internationally, our business is susceptible to risks associated with international
operations.

We have international operations in India, Australia, Canada, the United Kingdom and Mexico. We also may expand our international operations in the foreseeable future. The
continued international expansion of our operations requires significant management attention and financial resources and involves significant administrative and compliance costs.
Our limited experience in operating our business in certain regions outside the U.S. increases the risk that our expansion efforts into those regions may not be successful. In
particular, our business model may not be successful in particular countries or regions outside the U.S. for reasons that we currently are unable to anticipate. In addition, conducting
international operations subjects us to risks that we have not generally faced in the U.S. These include, but are not limited to:

fluctuations in currency exchange rates;

the complexity of, or changes in, foreign regulatory requirements;

difficulties in managing the staffing of international operations, including compliance with local labor and employment laws and regulations;

complexities implementing and enforcing cross-border information technology and security controls;

potentially adverse tax consequences, including the complexities of foreign value added tax systems, overlapping tax regimes, restrictions on the repatriation of earnings
and changes in tax rates;

the cost and complexity of bringing our solutions into compliance with foreign regulatory requirements, and risks of our solutions not being compliant;

dependence on resellers and distributors to increase customer acquisition or drive localization efforts;

the burdens of complying with a wide variety of foreign laws and different legal standards, certain of which may be significantly more burdensome than those in place in the
us,;

increased financial accounting and reporting burdens and complexities;

longer payment cycles and difficulties in collecting accounts receivable;

longer sales cycles;

political, social and economic instability abroad;

terrorist attacks and security concerns in general;

integrating personnel with diverse business backgrounds and organizational cultures;

difficulties entering new non-U.S. markets due to, among other things, consumer acceptance and business knowledge of these new markets;

constraints of remote working by employees;

reduced or varied protection for intellectual property rights in some countries; and
« the risk of U.S. regulation of foreign operations.

The occurrence of any one of these risks could negatively affect our international business and, consequently, our operating results. We cannot be certain that the investment
and additional resources required to establish, acquire or integrate operations in other countries will produce desired levels of revenue or profitability. If we are unable to effectively
manage our expansion into additional geographic markets, our financial condition and results of operations could be harmed.

In particular, we operate some of our research and development activities internationally and outsource a portion of the coding and testing of our products and product
enhancements to contract development vendors. We believe that performing research and development in our international facilities and supplementing these activities with our
contract development vendors enhances the efficiency and cost-effectiveness of our product development. If we experience problems with our workforce or facilities internationally,
we may not be able to develop new products or enhance existing products in an alternate manner that may be equally or less efficient and cost-effective. In addition, if information
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technology and security controls we have implemented to address risks posed by research and development activities outside of the U.S. are breached or are otherwise ineffective,
our intellectual property or technical infrastructure could be compromised or stolen and we could be subjected to cyberattacks or intrusions.

We may acquire or invest in companies, pursue business partnerships or divest non-strategic products or assets, which may divert our management's attention
and present additional risks, and we may be unable to integrate acquired businesses and technologies successfully or achieve the expected benefits of such
acquisitions or investments, all of which could have a material adverse effect on our business and results of operations.

We have completed, and may in the future evaluate and consider, potential strategic transactions, including acquisitions of, or investments in, businesses, technologies,
services, products and other assets. We also may enter into relationships with other businesses to expand our solutions, which could involve preferred or exclusive licenses and
additional channels of distribution. Negotiating any acquisition, investment or alliance, or any divestiture opportunity can be time-consuming, difficult and expensive, and our ability to
close these transactions may be subject to approvals that are beyond our control. We may not be able to find and identify desirable additional acquisition targets, we may incorrectly
estimate the value of an acquisition target, and we may not be successful in entering into an agreement with any particular target or identified purchaser for divestiture opportunities.
Consequently, these transactions, even if undertaken and announced, may not close.

We may not achieve the anticipated benefits from our past acquisitions or any additional businesses we acquire due to a number of factors, including:

our inability to integrate, manage or benefit from acquired operations, technologies or services;

our inability to successfully sell and maintain the solutions of the acquired business;

unanticipated costs or liabilities associated with the acquisition, including the assumption of liabilities or commitments of the acquired business that were not disclosed to us
or that exceeded our estimates;

difficulty integrating the technology, accounting systems, operations and personnel of the acquired business;

difficulties and additional expenses associated with supporting legacy solutions and hosting infrastructure of the acquired business;

uncertainty of entry into markets in which we have limited or no prior experience or in which competitors have stronger market positions;

difficulty converting the customers of the acquired business to our solutions and contract terms, including disparities in the revenues, licensing, support or professional
services model of the acquired company;

diversion of management's attention to other business concerns;

adverse effects to our existing business relationships with business partners and customers as a result of the acquisition or divestiture;

use of resources that are needed in other parts of our business;

the use of a substantial portion of our cash that we may need to operate our business and which may limit our operational flexibility and ability to pursue additional strategic
transactions;

the issuance of additional equity securities that would dilute the ownership interests of our stockholders;

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

incurrence of large charges or substantial liabilities;

our inability to apply and maintain internal standards, controls, procedures and policies with respect to the acquired businesses;

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

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

In addition, a significant portion of the purchase price of companies we acquire may be allocated to acquired goodwill and other intangible assets, which must be assessed for
impairment at least annually. In the future, if our acquisitions do not yield expected returns, we may be required to take charges to our operating results based on this impairment
assessment process, which could adversely affect our results of operations.

We may not be able to secure sufficient additional financing on favorable terms, or at all, to meet our future capital needs.

We may require additional capital in the future to pursue business opportunities or acquisitions, pay off our existing debt or respond to challenges and unforeseen
circumstances. We also may decide to engage in equity or debt financings or enter into credit facilities for other reasons. We may not be able to secure additional debt or equity
financing in a timely manner, on favorable terms, or at all. Any debt financing we obtain in the future could involve restrictive covenants relating to our capital raising activities and
other financial and operational matters, which may make it more difficult for us to obtain additional capital and pursue business opportunities, including potential acquisitions.

Financial and Accounting-Related Risks

Because we recognize revenues from a significant portion of our solutions over the terms of our customer agreements, the impact of changes in the subscriptions
for such solutions will not be immediately reflected in our operating results, and rapid growth in our customer base may adversely affect our operating results in the
short term since we expense a substantial portion of implementation costs as incurred.

We generally recognize revenues monthly over the terms of our customer agreements. The initial term of our digital banking platform customer agreements averages over five
years, although it varies by customer. As a result, the substantial majority of the revenues we report in each quarter are related to agreements entered into during previous quarters.
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Consequently, a change in the level of new customer agreements or implementations in any quarter may have a small impact on our revenues in that quarter but will affect our
revenues in future quarters. Accordingly, the effect of significant downturns in sales and market acceptance of our solutions, or changes in our rate of renewals may not be fully
reflected in our results of operations until future periods. Our subscription model also makes it difficult for us to rapidly increase our revenues through additional sales in any period.

Additionally, we recognize our expenses over varying periods based on the nature of the expense. In particular, we recognize a substantial portion of implementation expenses
as incurred even though we recognize the related revenues over extended periods. As a result, we may report poor operating results in periods in which we are incurring higher
implementation expenses related to revenues that we will recognize in future periods, including implementations for larger customers that have heightened levels of complexity in
their hardware, software and network infrastructure needs. Alternatively, we may report better operating results in periods due to lower implementation expenses, but such lower
expenses may be indicative of slower revenue growth in future periods. As a result, our expenses may fluctuate as a percentage of revenues and changes in our business generally
may not be immediately reflected in our results of operations.

We may experience quarterly fluctuations in our operating results or key operating measures due to a number of factors, which makes our future results difficult to
predict and could cause our operating results or key operating measures to fall below expectations or our guidance.

Our quarterly operating results and key operating measures have fluctuated in the past and are expected to fluctuate in the future due to a variety of factors, many of which are
outside of our control. As a result, comparing our operating results or key operating measures on a period-to-period basis may not be meaningful. Our past results may not be
indicative of our future performance. In addition to the other risks described in this report, factors that may affect our quarterly operating results or key operating measures include
the following:

the addition or loss of customers, including through acquisitions, consolidations or failures;

the timing of large subscriptions and customer terminations, renewals or failures to renew;

the amount of use of our solutions in a period and the amount of any associated transactional revenues and expenses;

the amount and timing of professional service engagements and associated revenues and expenses;

budgeting cycles of our customers and changes in spending on solutions by our current or prospective customers;

seasonal variations in sales of our solutions, which may be lower in the first half of the calendar year;

changes in the competitive dynamics of our industry, including consolidation among competitors, changes to pricing or the introduction of new products and services that
limit demand for our solutions or cause customers to delay purchasing decisions;

the amount and timing of cash collections from our customers;

long or delayed implementation times for new customers, including larger customers, or other changes in the levels of customer support we provide;

the timing and predictability of sales of our solutions and the impact that the timing of bookings may have on our revenue and financial performance in a period;

the timing of customer payments and payment defaults by customers, including any buyouts by customers of the remaining term of their contracts with us in a lump sum
payment that we would have otherwise recognized over the term of those contracts, and any costs associated with impairments of related contract assets;

the amount and timing of our operating costs and capital expenditures;

changes in tax rules or the impact of new accounting pronouncements;

general economic conditions or conditions in the financial services industry that may adversely affect our customers' ability or willingness to purchase solutions, delay a
prospective customer's purchasing decision, reduce our revenues from customers or affect renewal rates;

natural disasters or public health emergencies and their effect on the operations of us, our customers, our third-party providers and on the overall economy;

impairment charges related to long-lived assets;

unexpected expenses such as those related to non-recurring corporate transactions, litigation or other disputes, or changes in claim trends on our workers' compensation,
unemployment, disability and medical benefit plans may negatively impact our operating costs;

the timing of stock awards to employees and related adverse financial statement impact of having to expense those stock awards over their vesting schedules; and

the amount and timing of costs associated with recruiting, hiring, training and integrating new employees, many of whom we hire in advance of anticipated needs.

Any one of the factors above, or the cumulative effect of some or all of the factors referred to above, may result in significant fluctuations in our quarterly and annual results of
operations. This variability and unpredictability could result in our failure to meet or exceed our internal operating plan. Additionally, the price of our convertible notes and our
common stock might be based on expectations of investors or securities analysts of future performance that are inconsistent with our actual growth opportunities or that we might
fail to meet and, if our revenues or operating results fall below expectations, the price of our convertible notes and common stock could decline substantially.
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We have a history of losses, and we do not expect to be profitable for the foreseeable future.

We have incurred losses from operations in each period since our inception in 2005, except for 2010 when we recognized a gain on the sale of a subsidiary. We incurred net
losses of $109.0 million, $112.7 million and $137.6 million for the years ended December 31, 2022, 2021 and 2020, respectively. As of September 30, 2023, we had an accumulated
deficit of $607.6 million. These losses and accumulated deficit reflect the substantial investments we have made to develop, sell and market our solutions, acquire customers and
hire and retain qualified employees. As we seek to continue to grow our business, including through acquisitions, we expect to incur additional sales, marketing, implementation and
other related expenses, including amortization of acquired intangibles. Our ability to achieve or sustain profitability will depend on our obtaining sufficient scale and productivity so
that the cost of adding and supporting new customers does not adversely impact our margins. We also expect to continue to make other investments to develop and expand our
solutions and our business, including continuing to increase our marketing, services and sales operations and continuing our significant investment in research and development
and our technical infrastructure, while also managing our business in response to continued challenging macroeconomic conditions, challenges in the financial services industry and
any anticipated or resulting recession. We expect to incur losses for the foreseeable future as we continue to focus on adding new customers and solutions, and we cannot predict
whether or when we will achieve or sustain profitability. Our efforts to grow our business may be more costly than we expect, and we may not be able to increase our revenues
enough to offset our higher operating expenses. In addition, as a public company, we incur significant legal, accounting and other expenses. These increased expenditures will
make it harder for us to achieve and maintain profitability. While our revenues have grown in recent periods, such growth may not be sustainable, and our revenues could decline or
grow more slowly than we expect. We also may incur additional losses in the future for a number of reasons, including due to litigation and other unforeseen reasons and the risks
described in this report. Accordingly, we cannot assure you that we will achieve profitability in the future, nor that, if we do become profitable, we will be able to sustain profitability. If
we are unable to achieve and sustain profitability, our customers may lose confidence in us and slow or cease their purchases of our solutions and we may be unable to attract new
customers, which would adversely impact our operating results.

The markets in which we compete and demands of our customers are constantly changing and it is difficult to accurately predict the long-term rate of customer
subscription renewals or solution adoption, or the impact these renewals and adoption, or any customer terminations, will have on our revenues or operating results.

As the markets for our existing solutions develop and evolve, we may be unable to attract new customers at the same price or based on the same pricing model as we have
used historically. Additionally, as a result of the operational and economic challenges being faced by our customers, we could be forced to modify contractual or payment terms with
our customers. Moreover, large or influential financial services providers may demand more favorable pricing or other contract terms, including termination rights. As a result, in the
future we may not be able to maintain historical contract terms such as pricing and duration and instead may be required to reduce our prices or accept other unfavorable contract
terms, each of which could adversely affect our revenues, gross margin, profitability, financial position and cash flow.

Our customers have no obligation to renew their subscriptions for our solutions after the expiration of the initial subscription term, and if our customers renew at all, then our
customers may renew for fewer solutions or on different pricing terms. Our renewal rates may decline or fluctuate as a result of a number of factors, including our customers'
satisfaction with our pricing or our solutions or their ability to continue their operations and spending levels. Additionally, certain agreements may include termination rights allowing
customers to terminate their customer agreements in the event of, among other things, defects with our solutions, changes in our solution, breach by us of our obligations,
requirements from regulatory authorities or a change in control of our company. If our customers terminate or do not renew their subscriptions for our solutions on similar pricing
terms, our revenues may decline and our business could suffer. As we create new solutions or enhance our existing solutions to support new technologies and devices, our pricing
of these solutions and related services may be unattractive to customers or fail to cover our costs.

Shifts over time in the number of End Users of our solutions, their use of our solutions and our customers' implementation and customer support needs could
negatively affect our profit margins.

Our profit margins can vary depending on numerous factors, including the scope and complexity of our implementation efforts, the number of End Users on our solutions, the
frequency and volume of their use of our solutions and the level of customer support services required by our customers. For example, our services offerings typically have a much
higher cost of revenues than subscriptions to our solutions, so any increase in sales of services as a proportion of our subscriptions would have an adverse effect on our overall
gross margin and operating results. If we are unable to increase the number of End Users and the number of transactions they perform on our solutions, the number of End Users
on our solutions or the number of transactions they perform decreases, the types of customers that purchase our solutions changes, or the mix of solutions purchased by our
customers changes, our profit margins could decrease and our operating results could be adversely affected.

The market data and forecasts included in this report may prove to be inaccurate, and even if the markets in which we compete achieve the forecasted growth, we
cannot assure you that our business will grow at similar rates, or at all.

The market data and forecasts included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2022 and our other filings with the SEC, including the data
and forecasts published by BauerFinancial, Deloitte and Venture Scanner among others, and our internal estimates and research are subject to significant uncertainty and are
based on assumptions and estimates that may not prove to be accurate. If the forecasts of market size, growth or anticipated spending prove to be inaccurate, our business and
growth prospects could be adversely affected. Even if the forecasted size or growth proves accurate, our business may not grow at a similar rate, or at all. Our future growth is
subject to many factors, including our ability to successfully execute on our business strategy, which itself is subject to many risks and uncertainties. Such reports speak as of their
respective publication dates and the opinions expressed in such reports are subject to change. Accordingly, potential investors in our common stock are urged not to put undue
reliance on such forecasts and market data. December 31, 2023.

We may not be able to utilize a significant portion of our net operating loss carryforwards, which could adversely affect our operating results and cash flows.

As of December 31, 2022, we had approximately $590.1 million of U.S. federal net operating loss carryforwards. Utilization of these net operating loss carryforwards depends
on many factors, including our future income, which cannot be assured. Our loss carryforwards begin to expire in 2026; loss carryforwards arising for 2018 and later do not expire. In
addition, Section 382 of the Internal Revenue Code, as amended, generally imposes an annual limitation on the amount of net operating loss carryforwards that may be used to
offset taxable income when a corporation has undergone an ownership change. An ownership change is generally defined as a greater than 50% change in equity ownership by
value over a 3-year period. We have undergone one or more ownership changes as a result of prior financings and may have undergone an ownership change as a result of our
initial public offering in March 2014, or our registered common stock offerings in March 2015, September 2015, June 2019, May 2020, or in connection with shares of our common
stock issued in connection with our November 2020 convertible debt exchange, and any such change in ownership and the corresponding annual limitation may prevent us from
using our current net operating losses prior to their expiration. In addition, our acquisition of the various businesses acquired since 2015 may result in an ownership change, and any
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such change in ownership may result in a corresponding annual limitation which may prevent us from being able to fully utilize the net operating losses we acquired prior to their
expiration. Future ownership changes or future regulatory changes could further limit our ability to utilize our net operating loss carryforwards. To the extent we are not able to offset
our future income against our net operating loss carryforwards, this would adversely affect our operating results and cash flows if we attain profitability.

Our business may be subject to additional obligations to collect and remit sales tax and other taxes, and we may be subject to tax liability for past sales. Any
successful action by state, local or other authorities to collect additional or past sales tax could adversely harm our business.

We file sales and other tax returns within the U.S. and foreign jurisdictions as required by law and certain customer contracts for a portion of the solutions that we provide. Our
tax liabilities with respect to sales and other taxes in various jurisdictions were approximately $0.9 million as of September 30, 2023. From time to time, we face sales and other tax
audits, and we will likely continue to do so in the future. Our liability for these taxes could exceed our estimates as tax authorities could still assert that we are obligated to collect
additional amounts as taxes from our customers and remit those taxes to such authorities.

We do not collect sales or other similar taxes in other states or jurisdictions, and some jurisdictions do not apply sales or similar taxes to certain solutions. State, local and
foreign taxing jurisdictions have differing rules and regulations governing sales and other taxes, and these rules and regulations are subject to varying interpretations that may
change over time. In particular, the applicability of sales taxes to our solutions in various jurisdictions is unclear. We review these rules and regulations periodically, and when we
believe we are subject to sales and other taxes in a particular jurisdiction, we may voluntarily engage tax authorities to determine how to comply with their rules and regulations. A
successful assertion by one or more jurisdictions, including those for which we have not accrued tax liability, requiring us to collect sales or other taxes with respect to sales of our
solutions or customer support could result in substantial tax liabilities for past transactions, including interest and penalties, discourage customers from purchasing our solutions or
otherwise harm our business and operating results.

Changes in financial accounting standards or practices may cause adverse, unexpected financial reporting fluctuations and affect our reported results of
operations.

Financial accounting standards may change or their interpretation may change. A change in accounting standards or practices can have a significant impact on our reported
results and may even affect our reporting of transactions completed before the change becomes effective. Changes to existing rules or the re-examining of current practices may
adversely affect our reported financial results or the way we conduct our business. Accounting for revenues from sales of our solutions is particularly complex, is often the subject of
intense scrutiny by the SEC and will evolve as the Financial Accounting Standards Board, or FASB, continues to consider applicable accounting standards in this area.

If we fail to maintain proper and effective internal controls, our ability to produce accurate and timely financial statements could be impaired, which could harm our
operating results, our ability to operate our business and investors' views of us.

Ensuring that we have adequate internal financial and accounting controls and procedures in place so that we can produce accurate financial statements on a timely basis is a
costly and time-consuming effort that needs to be re-evaluated frequently, including if we acquire additional businesses and integrate their operations. Our internal control over
financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and preparation of financial statements in accordance with
U.S. generally accepted accounting principles, or GAAP. While we have documented and assessed our internal controls, we continue to evaluate opportunities to further strengthen
the effectiveness and efficiency of our internal controls and procedures for compliance with Section 404 of the Sarbanes-Oxley Act, which requires annual management assessment
and annual independent registered public accounting firm attestation reports of the effectiveness of our internal control over financial reporting. If we make additional acquisitions,
we will need to similarly assess and ensure the adequacy of the internal financial and accounting controls and procedures of such acquisitions. If we fail to maintain proper and
effective internal controls, including with respect to acquired businesses, our ability to produce accurate and timely financial statements could be impaired, which could harm our
operating results, harm our ability to operate our business and reduce the trading price of our common stock.

Legal and Regulatory Risks

Our customers are highly regulated and subject to a number of challenges and risks. Our failure to comply with laws and regulations applicable to us as a
technology provider to financial services providers and to enable our customers to comply with the laws and regulations applicable to them could adversely affect our
business and results of operations, increase costs and impose constraints on the way we conduct our business.

Our customers and prospective customers are highly regulated and may be required to comply with stringent regulations in connection with subscribing to, implementing and
using our solutions. As a provider of technology to financial institutions, we are examined on a periodic basis by various regulatory agencies and required to review certain of our
suppliers and partners. The examination handbook and other guidance issued by the Federal Financial Institutions Examination Council, or FFIEC, govern the examination of our
operations and include a review of our systems and data center and technical infrastructure, management, financial condition, development activities and our support and delivery
capabilities. If deficiencies are identified, customers may choose to terminate or reduce their relationships with us. In addition, while much of our operations are not directly subject
to the same regulations applicable to financial institutions, we are generally obligated to our customers to provide software solutions and maintain internal systems and processes
that comply with federal, state and other regulations applicable to them. In particular, as a result of obligations under our customer agreements, we are required to comply with
certain provisions of the Gramm-Leach-Bliley Act related to the privacy of consumer information and may be subject to other privacy and data security laws because of the solutions
we provide. In addition, numerous regulations have been proposed and are still being written to implement the Dodd-Frank Act, including requirements for enhanced due diligence
of the internal

systems and processes of companies like ours by their financial institution customers. In general, larger financial institutions are subject to more stringent regulations and as a
result, as we sell our solutions to larger financial institutions, we will become obligated to meet more stringent regulatory standards, including more in-depth audits. Certain of our
solutions are designed to be highly configurable by our customers and their ability to perform as intended can be affected by the manner in which our customers use or configure the
solutions. To the extent we do not adequately train our customers to properly use such highly configurable solutions and advise them of the associated risks, or to the extent our
customers do not follow our training, our customers may use them incorrectly or in a manner that violates the law or causes harm to our customers or their End Users. If we have to
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make changes to our internal processes and solutions as a result of these regulatory changes, we could be required to invest substantial additional time and funds and divert time
and resources from other corporate purposes to remedy any identified deficiency.

This evolving, complex and often unpredictable regulatory environment could result in our failure to provide regulatory-compliant solutions, which could result in customers' not
purchasing our solutions or terminating their agreements with us or the imposition of fines or other liabilities for which we may be responsible. In addition, federal, state or foreign
agencies may attempt to further regulate our activities in the future. For example, Congress could enact legislation to regulate providers of electronic commerce services as
consumer financial services providers or under another regulatory framework. If enacted or deemed applicable to us, such laws, rules or regulations could be imposed on our
activities or our business thereby rendering our business or operations more costly, burdensome, less efficient or impossible, any of which could have a material adverse effect on
our business, financial condition and operating results.

We are subject to various global data privacy and security regulations, which could result in additional costs and liabilities to us.

Our business is subject to a wide variety of local, state, national and international laws, directives and regulations that apply to the collection, use, retention, protection,
disclosure, transfer and other processing of personal data. These data protection and privacy-related laws and regulations continue to evolve and may result in ever-increasing
regulatory and public scrutiny and escalating levels of enforcement and sanctions and increased costs of compliance. Data privacy, information security, and data protection are
significant issues in the U.S. and globally. The regulatory framework governing the collection, processing, storage, use and sharing of certain information, particularly financial and
other PII, is rapidly evolving and is likely to continue to be subject to uncertainty and varying interpretations. The occurrence of unanticipated events and development of evolving
technologies often rapidly drives the adoption of legislation or regulation affecting the use, collection or other processing of data and manner in which we conduct our business. In
the U.S., these include rules and regulations promulgated under the authority of the Federal Trade Commission, and state breach notification laws. If there is a breach of our
systems and we know or suspect that unencrypted personal customer or End-User information has been stolen, we may be required to inform the representative state attorney
general or federal or country regulator, media and credit reporting agencies, and any customers whose information was stolen, which could harm our reputation and business. Other
states and countries have enacted different requirements for protecting personal information collected and maintained electronically. We expect that there will continue to be new
proposed laws, regulations and industry standards concerning privacy, data protection and information security in the U.S., the European Union and other jurisdictions, and we
cannot yet determine the impact such future laws, regulations and standards will have on our business or the businesses of our customers, including, but not limited to, the
European Union's GDPR, which came into force in May 2018 and the California Consumer Privacy Act, which came into force in January 2020, each of which creates a range of
new compliance obligations, which could require us to change our business practices, and significantly increases financial penalties for noncompliance.

Failure to comply with laws concerning privacy, data protection and information security could result in enforcement action against us, including fines, imprisonment of company
officials and public censure, claims for damages by customers, End Users and other affected individuals, damage to our reputation and loss of goodwill (both in relation to existing
customers and End Users and prospective customers and End Users), any of which could have a material adverse effect on our operations, financial performance and business. In
addition, we could suffer adverse publicity and loss of customer confidence were it known that we did not take adequate measures to assure the confidentiality of the personally
identifiable information that our customers had given to us. This could result in a loss of customers and revenue that could jeopardize our success. We may not be successful in
avoiding potential liability or disruption of business resulting from the failure to comply with these laws and, even if we comply with laws, may be subject to liability because of a
security incident. If we were required to pay any significant amount of money in satisfaction of claims under these laws, or any similar laws enacted by other jurisdictions, or if we
were forced to cease our business operations for any length of time as a result of our inability to comply fully with any of these laws, our business, operating results and financial
condition could be adversely affected. Further, complying with the applicable notice requirements in the event of a security and privacy breach could result in significant costs.

Additionally, our business efficiencies and economies of scale depend on generally uniform solutions offerings and uniform treatment of customers and their End Users across
all jurisdictions in which we operate. Compliance requirements that vary significantly from jurisdiction to jurisdiction impose added costs on our business and can increase liability for
compliance deficiencies.

Our failure to comply with laws and regulations related to the Internet and mobile usage could adversely affect our business and results of operations, increase
costs and impose constraints on the way we conduct our business.

We and our customers are subject to laws and regulations applicable to doing business over the Internet and through the use of mobile devices. It is often not clear how
existing laws governing issues such as property ownership, sales and other taxes apply to the Internet and mobile usage, as these laws have in some cases failed to keep pace with
technological change. Laws governing the Internet could also impact our business or the business of our customers. For instance, existing and future regulations on taxing Internet
use, pricing, characterizing the types and quality of services and products, or restricting the exchange of information over the Internet or mobile devices could result in reduced
growth of our business, a general decline in the use of the Internet by financial services providers, or their End Users, or diminished viability of our solutions and could significantly
restrict our customers' ability to use our solutions. Changing laws and regulations, industry standards and industry self-regulation regarding the collection, use and disclosure of
certain data may have similar effects on our and our customers' businesses. Any such constraint on the growth in Internet and mobile usage could decrease its acceptance as a
medium of communication and commerce or result in increased adoption of new modes of communication and commerce that may not be supported by our solutions. Any such
adverse legal or regulatory developments could substantially harm our operating results and our business.

Legislation relating to consumer privacy may affect our ability to collect data that we use in providing our customers' End-User information, which, among other
things, could negatively affect our ability to satisfy our customers' needs.

We collect and store personal and identifying information regarding our customers' End Users to enable certain functionality of our solutions and provide our customers with
data about their End Users. The enactment of new or amended legislation or industry regulations pertaining to consumer or private sector privacy issues, Al or machine learning
could have a material adverse impact on our receipt, collection, storage, processing and transferring of such information. Legislation or industry regulations regarding consumer or
private sector privacy issues could place restrictions upon the collection, sharing and use of information that is currently legally available, which could materially increase our cost of
collecting some data. These types of legislation or industry regulations could also prohibit us from collecting or disseminating certain types of data, which could adversely affect our
ability to meet our customers' requirements and our profitability and cash flow targets. These legislative measures impose strict requirements on reporting time frames for providing
notice, as well as the contents of such notices. The costs of compliance with, the inability to determine whether a data breach has occurred within the time frame provided by, and
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other burdens imposed by, such laws and regulations may lead to significant fines, penalties or liabilities for any noncompliance with such privacy laws. Even the perception of
privacy concerns, whether or not valid, may inhibit market adoption of our solutions.

In addition to government activity, privacy advocacy groups and the technology and other industries are considering various new, additional or different self-regulatory
standards that may place additional burdens on us. If the collecting, storing and processing of personal information were to be curtailed, our solutions would be less effective, which
may reduce demand for our solutions and adversely affect our business.

Any use of our solutions by our customers in violation of regulatory requirements could damage our reputation and subject us to additional liability.

If our customers or their End Users use our solutions in violation of regulatory requirements and applicable laws, we could suffer damage to our reputation and could become
subject to claims. We rely on contractual obligations made to us by our customers that their use and their End Users' use of our solutions will comply with applicable laws. However,
we do not audit our customers or their End Users to confirm compliance. We may become subject to or involved with claims for violations by our customers or their End Users of
applicable laws in connection with their use of our solutions. Even if claims asserted against us do not result in liability, we may incur costs in investigating and defending against
such claims. If we are found liable in connection with our customers' or their End Users' activities, we could incur liabilities and be required to redesign our solutions or otherwise
expend resources to remedy any damages caused by such actions and to avoid future liability.

Any future litigation against us could be costly and time-consuming to defend.

We may become subject, from time to time, to legal proceedings and claims that arise in the ordinary course of business such as claims brought by our customers in
connection with commercial or intellectual property disputes or employment claims made by our current or former employees. Litigation might result in substantial costs and may
divert management's attention and resources, which might seriously harm our business, our overall financial condition and our operating results. Insurance may not cover such
claims, provide sufficient payments to cover all the costs to resolve one or more such claims or continue to be available on terms acceptable to us. A claim brought against us that is
uninsured or underinsured could result in unanticipated costs and impact our liquidity, thereby reducing our operating results and impacting our financial condition, leading analysts
and investors to reduce their confidence and expectations and reduce the trading price of our stock.

Lawsuits by third parties against us or our customers for alleged infringement of the third parties' proprietary rights or for other intellectual property related claims
could result in significant expenses and harm our operating results and financial condition.

Our industry is characterized by the existence of a large number of patents, copyrights, trademarks, trade secrets and other intellectual property and proprietary rights as well
as a high number of allegations and disputes related to these rights.Our competitors and the competitors of our customers, as well as a number of other entities and individuals
(both operating and non-operating), own or claim to own intellectual property relating to our industry. As a result, we regularly are subject to allegations and involved in disputes,
either directly or on behalf of our customers, that our solutions and the underlying technology infringe the patent and other intellectual property rights of third parties. The frequency
of these types of claims also may increase as we continue to add new customers and as a result of our being a public company. The defense against these allegations and disputes
and, if unsuccessful, their resolution could result in our having to pay damages and negatively impact our ability to continue to sell and provide all or a portion of our solutions or
certain third-party solutions, any of which could materially harm our reputation, business results and financial condition. Insurance may not cover such claims, provide sufficient
payments to cover all the costs to resolve one or more such claims or continue to be available on terms acceptable to us. Successful outcomes in these disputes depend upon our
ability to demonstrate that our solutions do not infringe upon the intellectual property rights of others. We have a very limited patent portfolio, which will likely prevent us from
deterring patent infringement claims, and our competitors and others may now and in the future have significantly larger or more relevant patent portfolios than we have.

Our customer agreements typically require us to indemnify our customers in connection with claims alleging our solutions or the underlying technologies infringe the patent or
other intellectual property rights of third parties. Our customers regularly receive allegations from third parties or are involved in these disputes with third parties, and we may be
required to indemnify them in connection with these matters. We are currently involved in these types of disputes, and given the high level of this activity in our industry, we expect
these types of disputes to continue to arise in the future. If we are unsuccessful in defending claims for which we are required to provide indemnity, our business and operating
results could be adversely affected. Any significant disputes among us and our customers as to the applicability of our indemnity obligations could negatively impact our reputation
and customer relations, affect our ability to sell our solutions and harm our operating results. Further, there can be no assurances that any provisions in our contracts that purport to
limit our liability would be enforceable or adequate or would otherwise protect us from any such liabilities or damages with respect to any particular claim.

In certain instances, we license technologies from third parties for use directly or indirectly in our solutions or for resale with our solutions. Our contracts with these third parties
may include provisions that require the third party to indemnify us in the event of any claim or dispute that the third party's technologies infringe upon the patent or other intellectual
property rights of others. If we are unable for any reason to seek indemnity or otherwise collect from those third parties our direct or indirect liabilities related to any claim, then we
may have to bear the liabilities ourselves and our business performance and financial condition could be substantially harmed.

The risk of patent litigation exists with operating entities but also has been amplified by the increase in the number of non-practicing patent asserting entities, or "patent trolls."
Any claims or litigation, whether by operating entities or "patent trolls,” could cause us to incur significant expenses and, if successfully asserted against us or our customers whom
we indemnify, could require that we pay substantial damages or ongoing royalty payments, prevent us from offering our solutions or require that we comply with other unfavorable
terms. 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 harm our business and operating results.

If we are unable to protect our intellectual property, our business could be adversely affected.

Our success depends upon our ability to protect our intellectual property, which may require us to incur significant costs. We have developed much of our intellectual property
internally, and we rely on a combination of confidentiality obligations in contracts, patents, copyrights, trademarks, service marks, trade secret laws and other contractual restrictions
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to establish and protect our intellectual property and other proprietary rights. In particular, we enter into confidentiality and invention assignment agreements with our employees and
consultants and enter into confidentiality agreements with the parties with whom we have business relationships in which they will have access to our confidential information. We
also rely upon licenses to intellectual property from third parties. No assurance can be given that these agreements or other steps we take to protect our intellectual property or the
third-party intellectual property used in our solutions will be effective in controlling access to and distribution of our solutions and our confidential and proprietary information. We will
not be able to protect our intellectual property if we are unable to enforce our rights or if we do not detect unauthorized uses of our intellectual property.

Despite our precautions, it may be possible for third parties to copy our solutions and use information that we regard as proprietary to create solutions and services that
compete with ours. Third parties also may independently develop technologies that are substantially equivalent to our solutions. Some license provisions protecting against
unauthorized use, copying, transfer and disclosure of our solutions may be unenforceable under the laws of certain jurisdictions.

Our employees may use certain technological tools and infrastructure that allow us to enhance productivity, such as Al-enhanced chat bot functionality, which can generate
code or other content. If we cannot develop or maintain effective policies and controls around the use of Al, or if resulting code or content inadvertently contains malicious or
vulnerable data or code, open-source code, infringes upon third-party intellectual property rights or is encumbered by third-party rights, our business and reputation could be
harmed. Such use of Al may also result in disclosure of Q2 confidential or proprietary information to the third party providing the Al, or others, and potentially further use or copying
by such third parties of Q2's proprietary information.

In some cases, litigation may be necessary to enforce our intellectual property rights or to protect our trade secrets. Litigation could be costly, time consuming and distracting to
management and could result in the impairment or loss of portions of our intellectual property. Furthermore, our efforts to enforce our intellectual property rights may be met with
defenses, counterclaims and countersuits attacking the validity and enforceability of our intellectual property rights and exposing us to significant damages or injunctions. Our
inability to protect our intellectual property against unauthorized copying or use, as well as any costly litigation or diversion of our management's attention and resources, could
delay sales or the implementation of our solutions, impair the functionality of our solutions, delay introductions of new solutions, result in our substituting less-advanced or more-
costly technologies into our solutions or harm our reputation. In addition, we may be required to license additional intellectual property from third parties to develop and market new
solutions, and we cannot assure you that we could license that intellectual property on commercially reasonable terms or at all.

As of September 30, 2023, we had six U.S. patent applications pending and 12 issued U.S. patents. We do not know whether our pending patent applications will result in the
issuance of patents or whether the examination process will require us to narrow the scope of our claims. To the extent that our pending patent applications or any portion of such
applications proceed to issuance as a patent, any such future patent may be opposed, contested, circumvented, designed around by a third party or found to be invalid or
unenforceable. In addition, our existing and any future issued patents may be opposed, contested, circumvented, designed around by a third party or found to be invalid or
unenforceable. The process of seeking patent protection can be lengthy and expensive. We rely on a combination of patent, copyright, trade secret, trademark and other intellectual
property laws to protect our intellectual property, and much of our technology is not covered by any patent or patent application.

We use "open-source" software in our solutions, which may restrict how we use or distribute our solutions, require that we release the source code of certain
software subject to open-source licenses or subject us to litigation or other actions that could adversely affect our business.

We currently use in our solutions, and may use in the future, software that is licensed under "open-source," "free" or other similar licenses where the licensed software is made
available to the general public on an "as-is" basis under the terms of a specific non-negotiable license. Some open-source software licenses require that software subject to the
license be made available to the public and that any modifications or derivative works based on the open-source code be licensed in source code form under the same open-source
licenses. Although we monitor our use of open-source software, we cannot assure you that all open-source software is reviewed prior to use in our solutions, that our programmers
have not incorporated open-source software into our solutions, or that they will not do so in the future. In addition, some of our products may incorporate third-party software under
commercial licenses. We cannot be certain whether such third-party software incorporates open-source

software without our knowledge. In the past, companies that incorporate open-source software into their products have faced claims alleging noncompliance with open-source
license terms or infringement or misappropriation of proprietary software. Therefore, we could be subject to suits by parties claiming noncompliance with open-source licensing
terms or infringement or misappropriation of proprietary software. Because few courts have interpreted open-source licenses, the manner in which these licenses may be interpreted
and enforced is subject to some uncertainty. There is a risk that open-source software licenses could be construed in a manner that imposes unanticipated conditions or restrictions
on our ability to market or provide our solutions. As a result of using open-source software subject to such licenses, we could be required to release our proprietary source code, pay
damages, re-engineer our products, limit or discontinue sales or take other remedial action, any of which could adversely affect our business.

Our aspirations and commitments to ESG matters expose us to risks that could adversely affect our reputation and performance.

The positions we have taken and may take on ESG matters, human capital management initiatives, and ethical issues from time to time, may impact our brand, reputation, or
ability to attract and retain customers, suppliers and employees. We are committed to sustainable business practices and strive for positive impacts in not just environmental
matters, but also social and governance practices. We publish our goals, progress and accomplishments annually in our ESG Report, most recently published on July 19, 2023.
These statements, along with those on our website and/or from our management team, reflect our current plans and aspirations but are not guarantees that we will be able to
achieve them.

Our ability to achieve any ESG objective is subject to numerous risks, many of which are outside of our control. Examples of such risks include:
« the availability and cost of low or non-carbon-based energy sources;
« the evolving regulatory requirements affecting ESG standards or disclosures;
« the availability of suppliers that can meet our sustainability, diversity and other ESG standards;
« our ability to recruit, develop and retain diverse talent in our labor markets; and

« the success of our organic growth and acquisitions, dispositions or restructuring of our business operations.
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Standards for tracking and reporting ESG matters continue to evolve. In addition, our processes and controls may not always comply with evolving standards for identifying,
measuring, and reporting ESG metrics, including ESG-related disclosures that may be required of public companies by the SEC, and such standards may change over time, which
could result in significant revisions to our current goals, reported progress in achieving such goals, or ability to achieve such goals in the future. As an example of increased
regulatory focus, in February 2021, the Acting Chair of the SEC issued a statement directing the Division of Corporation Finance to enhance its focus on climate-related disclosure
in reporting company filings, and in March 2021, the SEC announced the creation of a Climate and ESG Task Force in the Division of Enforcement to develop initiatives which
proactively identify ESG-related misconduct. In May 2022, the Chair of the SEC announced a proposal to improve disclosures by certain investment advisors and funds that purport
to take ESG factors into consideration when making investing decisions. It is likely that increasing regulatory requirements and regulator scrutiny related to ESG matters will
continue to expand globally and result in higher associated compliance costs.

Further, we may rely on data provided by third parties to measure and report our ESG metrics and if the data input is incorrect or incomplete, our brand, reputation, and
financial performance may be adversely affected. Our failure or perceived failure to accomplish or accurately track and report on these goals on a timely basis, or at all, could
adversely affect our reputation, financial performance and growth, our ability to attract or retain employees, the attractiveness of our securities as an investment, our relationships
with business partners and/or service providers and expose us to increased scrutiny from the investment community, customers, suppliers, employees, as well as enforcement
authorities and may also increase the risk we become subject to litigation.

Risks Related to Ownership of Our Common Stock

We have incurred and will continue to incur significant expenses and administrative burdens as a public company, which could have a material adverse effect on
our operations and financial results.

As a public company, we have incurred and will continue to incur significant legal, accounting, administrative and other costs and expenses. For example, we are subject to the
reporting requirements of the Securities Exchange Act of 1934, as amended, or the Exchange Act, and are required to comply with the applicable requirements of the Sarbanes-
Oxley Act of 2002, or the Sarbanes-Oxley Act, and the Dodd-Frank Wall Street Reform and Consumer Protection Act, as well as rules and regulations subsequently implemented by
the SEC, the Public Company Accounting Oversight Board and the New York Stock Exchange, including the establishment and maintenance of effective disclosure and financial
controls and changes in corporate governance practices. Compliance with public company requirements has increased our costs and made some activities more time-consuming. In
addition, our management and other personnel have been required to divert attention from operational and other business matters to devote substantial time to these public
company requirements.

Furthermore, if we identify any issues in complying with public company reporting requirements (for example, if our financial systems prove inadequate or we or our auditors
identify deficiencies in our internal control over financial reporting), we could incur additional costs rectifying those issues, and the existence of those issues could adversely affect
us, our reputation or investor perceptions of us. It is also more expensive to maintain director and officer liability insurance as a public company. Risks associated with our status as
a public company may make it more difficult for us to attract and retain qualified persons to serve on our board of directors or as executive officers. The additional reporting and
other obligations imposed on us by these rules and regulations have and we expect will continue to increase our legal and financial compliance costs and the costs of our related
legal, accounting and administrative activities. These costs require us to divert a significant amount of money that we could otherwise use to expand our business and achieve our
strategic objectives. Proposals submitted by stockholders at our annual meeting or other advocacy efforts by stockholders and third parties also may prompt additional changes in
governance and reporting requirements, which could further increase our costs.

In addition, changing laws, regulations and standards relating to corporate governance and public disclosure are creating uncertainty for public companies, increasing legal and
financial compliance costs and making some activities more time consuming. These laws, regulations and standards are subject to varying interpretations, in many cases due to
their lack of specificity, and, as a result, their application in practice may evolve over time as new guidance is provided by regulatory and governing bodies. This situation could result
in continuing uncertainty regarding compliance matters and higher costs necessitated by ongoing revisions to disclosure and governance practices. We intend to invest resources to
comply with evolving laws, regulations and standards, and this investment may result in increased general and administrative expenses and a diversion of management's time and
attention from revenue-generating activities to compliance activities. 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 their application and practice, regulatory authorities may initiate investigations, inquiries, administrative proceedings or legal
proceedings against us and our business may be adversely affected.

Any future sales of our common stock in the public markets, or the perception that such sales might occur, could reduce the price that our common stock might
otherwise attain and may dilute the voting power and ownership interest in us of our then-existing stockholders.

As of September 30, 2023, we had an aggregate of 58,635,005 outstanding shares of common stock. The shares sold in our public offerings can be freely sold in the public
market without restriction unless they are held by "affiliates," as that term is defined in Rule 144 under the Securities Act. The remaining shares can be freely sold in the public
market, subject in some cases to volume and other restrictions under Rule 144 under the Securities Act and various agreements. We have registered 28,275,901 shares of common
stock that we have issued and may issue under our stock plans. These shares can be freely sold in the public market upon issuance, subject in some cases to volume and other
restrictions under Rules 144 under the Securities Act, and various vesting agreements. In addition, some of our employees, including some of our executive officers, have entered
into 10b5-1 trading plans regarding sales of shares of our common stock. These plans provide for sales to occur from time to time. If any of these additional shares are sold, or if it is
perceived that they will be sold, in the public market, the trading price of our common stock could decline.

Since our initial public offering, from time to time we have conducted registered offerings of our common stock. Additionally, as of September 30, 2023 we had an outstanding
principal amount of $304.0 million of 0.75% Convertible Senior Notes due 2026, or the 2026 Notes and an outstanding principal amount of $191.0 million of 0.125% Convertible
Senior Notes due 2025, or the 2025 Notes. In the future, we may issue additional securities to raise capital or in connection with investments and acquisitions. In addition, a
substantial number of shares of our common stock are reserved for issuance upon conversion of our convertible notes issued in connection with the offering of the 2026 Notes and
2025 Notes. The amount of our common stock issued in connection with any such issuance could constitute a material portion of our then outstanding stock. Due to these factors,
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sales of a substantial number of shares of our common stock in the public market could occur at any time. These sales, or the perception in the market that the holders of a large
number of shares intend to sell shares, could reduce the market price of our common stock.

If securities or industry analysts publish unfavorable or misleading research about our business, or cease coverage of our company, our stock price and trading
volume could decline.

The trading market for our common stock is influenced in part by the research and reports that securities or industry analysts publish about us or our business. If one or more
of the securities or industry analysts who covers us downgrades our stock or publishes unfavorable or misleading research about our business, our stock price would likely decline.
If one or more of these analysts ceases coverage of our company or fails to publish reports on us regularly, we could lose visibility in the market for our stock, and demand for our
stock could decrease, which could cause our stock price or trading volume to decline.

Our stock price has been and may continue to be highly volatile.

The trading price of our common stock has been and may continue to be highly volatile and could be subject to wide fluctuations in response to various factors, including the
risk factors described in this report, and other factors beyond our control. Additional factors affecting the trading price of our common stock include:

variations in our operating results or the operating results of similar companies;

announcements of technological innovations, new solutions or enhancements or strategic partnerships or agreements by us or by our competitors;

changes in the estimates of our operating results, our financial guidance or changes in recommendations by any securities analysts that follow our common stock;

the gain or loss of customers, particularly our larger customers;

adoption or modification of regulations, policies, procedures or programs applicable to our business and our customers' business;

uncertainties in the financial services industries;

marketing and advertising initiatives by us or our competitors;

threatened or actual litigation;

changes in our senior management; and

recruitment or departure of key personnel.

In addition, the stock market in general and the market for technology companies in particular, have experienced extreme price and volume fluctuations that have often been
unrelated or disproportionate to the operating performance of those companies. Broad market and industry factors may harm the market price of our common stock regardless of
our actual operating performance.Each of these factors, among others, could adversely affect your investment in our common stock. Some companies that have had volatile market
prices for their securities have had securities class action lawsuits filed against them. If a suit were filed against us, regardless of its merits or outcome, it could result in substantial
costs and divert management's attention.

We currently do not intend to pay dividends on our common stock, and, consequently, the only opportunity to achieve a return on investment is if the price of our
common stock appreciates.

We have never declared nor paid cash dividends on our capital stock. We currently do not plan to declare dividends on shares of our common stock in the foreseeable future.
We currently intend to retain any future earnings to finance the operation and expansion of our business. Any payment of future dividends will be at the discretion of our board of
directors and will depend on our financial condition, results of operations, capital requirements, general business conditions and other factors that our board of directors may deem
relevant. Consequently, the only opportunity to achieve a return on investment in our company will be if the market price of our common stock appreciates and shares are sold at a
profit. There is no guarantee that the price of our common stock that will prevail in the market will ever exceed the price that is paid for our common stock.

Anti-takeover provisions in our charter documents and Delaware law could discourage, delay or prevent a change in control of our company and may affect the
trading price of our common stock.

We are a Delaware corporation and the anti-takeover provisions of the Delaware General Corporation Law, which apply to us, may discourage, delay or prevent a change in
control by prohibiting us from engaging in a business combination with an interested stockholder for a period of three years after the stockholder becomes an interested stockholder,
even if a change in control would be beneficial to our existing stockholders. In addition, our amended and restated certificate of incorporation and amended and restated bylaws may
discourage, delay or prevent a change in our management or control over us that stockholders may consider favorable. Our certificate of incorporation and bylaws:

authorize the issuance of "blank check" preferred stock that could be issued by our board of directors to help defend against a takeover attempt;

require that directors only be removed from office for cause and only upon a supermajority stockholder vote;

provide that vacancies on the board of directors, including newly created directorships, may be filled only by a majority vote of directors then in office rather than by
stockholders;

prevent stockholders from calling special meetings;

include advance notice procedures for stockholders to nominate candidates for election as directors or bring matters before an annual meeting of stockholders;

prohibit stockholder action by written consent, requiring all actions to be taken at a meeting of the stockholders; and
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« provide that certain litigation against us can only be brought in Delaware.

We may not be able to obtain capital when desired on favorable terms, if at all, and we may not be able to obtain capital or complete acquisitions through the use
of equity or without dilution to our stockholders.

We may need additional financing to execute on our current or future business strategies, including to develop new or enhance existing products and services, acquire
businesses and technologies, or otherwise to respond to competitive pressures. If we raise additional funds through the issuance of equity or convertible debt securities, the
percentage ownership of our stockholders could be significantly diluted, and newly issued securities may have rights, preferences or privileges senior to those of existing
stockholders. If we accumulate additional funds through debt financing, a substantial portion of our operating cash flow may be dedicated to the payment of principal and interest on
such indebtedness, thus limiting funds available for our business activities. We cannot assure you that additional financing will be available on terms favorable to us, or at all. If
adequate funds are not available or are not available on acceptable terms, when we desire them, our ability to fund our operations, take advantage of unanticipated opportunities,
develop or enhance our products and services, or otherwise respond to competitive pressures would be significantly limited. Any of these factors could harm our results of
operations and negatively impact the trading price of our common stock.

Risks Related to Our Convertible Notes

We incurred indebtedness by issuing our 2026 Notes in 2019, and our 2025 Notes in 2020, and our debt repayment obligations may adversely affect our financial
condition and cash flows from operations in the future.

Our indebtedness under our convertible notes may impair our ability to obtain additional financing in the future for general corporate purposes, including working capital, capital
expenditures, potential acquisitions and strategic transactions, and a portion of our cash flows from operations may have to be dedicated to repaying the principal of the 2026 Notes
in 2026 and the principal of the 2025 Notes in 2025 or earlier if necessary. Our ability to meet our debt obligations will depend on our future performance, which will be affected by
financial, business, economic, regulatory and other factors. We cannot control many of these factors. Additionally, if our stock price trades at a level where the conversion of any
series of our convertible notes is not economical for holders of such convertible notes, the conversion of the applicable series of convertible notes is highly unlikely. This will result in
us needing to repay the full aggregate principal amount outstanding of the applicable series of our convertible notes, plus accrued and unpaid interest and additional amounts (if
any) at maturity in lieu of settling conversions of the convertible notes, and extinguishing our indebtedness under such convertible notes, with shares of our common stock. Our
future operations may not generate sufficient cash to enable us to repay our debt, including the 2026 Notes or 2025 Notes. If we fail to make a payment on our debt, we could be in
default on such debt. If we are at any time unable to pay our indebtedness when due, we may be required to renegotiate the terms of the indebtedness, seek to refinance all or a
portion of the indebtedness or obtain additional financing. There can be no assurance that, in the future, we will be able to successfully renegotiate such terms, that any such
refinancing would be possible or that any additional financing could be obtained on terms that are favorable or acceptable to us.

In addition, holders of each series of our convertible notes will have the right to require us to repurchase all or a portion of their notes upon the occurrence of a fundamental
change, as defined in the respective indentures, at a repurchase price equal to 100% of the principal amount of the notes to be repurchased, plus accrued and unpaid interest. Upon
conversion of each series of convertible notes, unless we elect to deliver solely shares of our common stock to settle such conversion (other than paying cash in lieu of delivering
any fractional share), we will be required to make cash payments in respect of the series of notes being converted. However, we may not have enough available cash or be able to
obtain financing at the time we are required to make repurchases of the series of convertible notes surrendered therefore or at the time such series of convertible notes is being
converted. In addition, our ability to repurchase each series of convertible notes or to pay cash upon conversions of each series of convertible notes may be limited by law, by
regulatory authority or by agreements governing our future indebtedness. Our failure to repurchase a series of convertible notes at a time when the repurchase is required by the
applicable indenture or to pay any cash payable on future conversions of such series of convertible notes as required by the indenture governing such series of convertible notes
would constitute a default under such indenture. A default under one of the indentures governing our convertible notes or a fundamental change itself could also lead to a default
under agreements governing our future indebtedness. If the repayment of the related indebtedness were to be accelerated after any applicable notice or grace periods, we may not
have sufficient funds to repay the indebtedness and repurchase the notes or make cash payments upon conversions thereof. An event of default under an indenture governing any
of our convertible notes may lead to an acceleration of the applicable series of notes. Any such acceleration could result in our bankruptcy. In a bankruptcy, the holders of our
convertible notes would have a claim to our assets that is senior to the claims of our equity holders.

Conversion of the convertible notes could dilute the ownership interest of our existing stockholders or may otherwise depress the price of our common stock.

The conversion of some or all of our convertible notes could dilute the ownership interests of existing stockholders. Any sales in the public market of our common stock
issuable upon such conversion of our convertible notes could adversely affect prevailing market prices of our common stock. In addition, the existence of the convertible notes may
encourage short selling by market participants because the conversion of the notes could be used to satisfy short positions, or anticipated conversion of the convertible notes into
shares of our common stock could depress the price of our common stock.

The capped call transactions entered into in connection with the offering of the 2026 Notes and 2025 Notes may affect the value of our common stock.

In connection with the offering of the 2026 Notes and 2025 Notes, we entered into capped call transactions with one or more counterparties, or the Capped Calls. The Capped
Calls cover, subject to customary adjustments, the number of shares of our common stock initially underlying the 2026 Notes and 2025 Notes. The Capped Calls are expected to
offset the potential dilution and/or offset any cash payments we are required to make in excess of the principal amount of converted 2026 Notes or 2025 Notes, as a result of
conversion of the 2026 Notes or 2025 Notes, with such offset subject to a cap. In connection with establishing their initial hedges of the Capped Calls, the counterparties or their
respective affiliates purchased shares of our common stock or entered into various derivative transactions with respect to our common stock concurrently with or shortly after the
pricing of the 2026 Notes and 2025 Notes. The counterparties or their respective affiliates may modify their hedge positions by entering into or unwinding various derivatives with
respect to our common stock and/or purchasing or selling our common stock or other securities of ours in secondary market transactions prior to the maturity of the 2026 Notes and
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2025 Notes, and are likely to do so during any observation period related to a conversion of the 2026 Notes or 2025 Notes or following any repurchase of 2026 Notes or 2025 Notes
by us. This activity could also cause or avoid an increase or a decrease in the market price of our common stock.

We are subject to counterparty risk with respect to the capped call transactions, and they may not operate as planned.

The option counterparties to our capped call transactions entered into in connection with the convertible notes are financial institutions, and we will be subject to the risk that
they might default under these derivative transactions. Our exposure to the credit risk of these counterparties will not be secured by any collateral. If an option counterparty becomes
subject to insolvency proceedings, we will become an unsecured creditor in those proceedings with a claim equal to our exposure at that time under our transactions with that option
counterparty. Our exposure will depend on many factors, but, generally, the increase in our exposure will be correlated with increases in the market price or the volatility of our
common stock. In addition, upon a default by an option counterparty, we may suffer more dilution than we currently anticipate with respect to our common stock underlying the
convertible notes. We can provide no assurances as to the financial stability or viability of any option counterparty.

In addition, the capped call transactions are complex, and they may not operate as planned. For example, the terms of each may be subject to adjustment, modification or, in
some cases, renegotiation if certain corporate or other transactions occur. Accordingly, these transactions may not operate as we intend if we are required to adjust their terms as a
result of transactions in the future or upon unanticipated developments that may adversely affect the functioning of the capped call transactions.

Certain provisions in the indentures governing our convertible notes may delay or prevent an otherwise beneficial takeover attempt of us and may affect the
trading price of our common stock.

Certain provisions in the indentures governing our convertible notes may make it more difficult or expensive for a third party to acquire us. For example, the indentures
governing our convertible notes will require us to repurchase the convertible notes for cash upon the occurrence of a fundamental change (as defined in the respective indentures)
of us and, in certain circumstances, to increase the conversion rate for a holder that converts the convertible notes in connection with a make-whole fundamental change. A
takeover of us may trigger the requirement that we repurchase our convertible notes, and/or increase the conversion rate, which could make it more costly for a potential acquirer to
engage in such takeover. Such additional costs may have the effect of delaying or preventing a takeover of us that would otherwise be beneficial to investors in our common stock.

If any of the conditional conversion features of any series of convertible notes is triggered, our financial condition and operating results may be adversely affected
which could decrease the trading price of our common stock.

In the event any of the conditional conversion features of the 2026 Notes or 2025 Notes is triggered, note holders will be entitled to convert their 2026 Notes or 2025 Notes, as
applicable, at any time during specified periods at their option. If one or more holders elect to convert the 2026 Notes or 2025 Notes, as applicable, we may elect to satisfy our
conversion obligation by delivering solely shares of our common stock (other than paying cash in lieu of delivering any fractional share), which would result in dilution to the holders
of our common stock. If we elect to or would be required to settle a portion or all of our conversion obligation in cash, it could adversely affect our liquidity, which may negatively
impact the trading price of our common stock. In addition, even if holders of the 2026 Notes or 2025 Notes do not elect to convert their 2026 Notes or 2025 Notes, as applicable, we
could be required under applicable accounting rules to reclassify all or a portion of the outstanding principal of the 2026 Notes or 2025 Notes as a current rather than long-term
liability, which would result in a material reduction of our net working capital, which may negatively impact the trading price of our common stock.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
(a) Sales of Unregistered Securities
None.
(b) Use of Proceeds
None.
(c) Repurchases
None.
Item 3. Defaults Upon Senior Securities.
None.
Item 4. Mine Safety Disclosures.
Not applicable.
Item 5. Other Information.
Rule 10b5-1 Trading Plans

The adoption or termination of contracts, instructions or written plans for the purchase or sale of our securities by our officers and directors for the three months ended
September 30, 2023 March 31, 2024, each of which is intended to satisfy the affirmative defense conditions of Rule 10b5-1(c) under the Exchange Act (a "Rule 10b5-1 Trading
Plan"), were as follows:

David Mehok, Chief Financial Officer, entered into a Rule 10b5-1 Trading Plan on August 17, 2023 March 12, 2024. Mr. Mehok's plan provides for the potential sale of up to
800 14,601 shares of the Company's common stock between November 29, 2023 August 21, 2024 and December 8, 2023 August 30, 2024.

Kirk Coleman,Jonathan Price, Executive Vice President, Emerging Businesses, Corporate and Business Development, entered into a Rule 10b5-1 Trading Plan on August
30, 2023 March 12, 2024. Mr. Coleman's Price's plan provides for the potential sale of up to 24,943 34,117 shares of the Company's common stock between December 12,
2023 June 14, 2024 and August 30, 2024 March 7, 2025, including the potential exercises of vested stock options and the associated sale of up to 11,641 shares of common stock.
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Kimberly Rutledge, Chief People Officer, entered into a Rule 10b5-1 Trading Plan on March 15, 2024. Ms. Rutledge's plan provides for the potential sale of up to 52,686 shares
of the Company's common stock between June, 14, 2024 and March 31, 2025, less any shares sold pursuant to mandatory sell-to-cover transactions not covered by the plan
related to withholding taxes due as a result of the vesting of any restricted stock units, market stock units or performance stock units covered by the plan. plan.

On August 30, 2023, John Breeden, Chief Operating Officer, modified a Rule 10b5-1 Trading Plan originally adopted on June 8, 2023 to change the price limits
for sales under the plan. As amended, Mr. Breeden's plan provides for the potential sale

Table of up to 91,664 shares of the Company's common stock between December 21, 2023 and March 22, 2024, including_(i)_the potential exercises of vested stock options and the

result of the vesting_of any restricted stock units, market stock units or performance stock units covered by the plan.Contents

Non-Rule 10b5-1 Trading_Arrangements

In June 2023, the Company adopted a policy pursuant to which any participant in the Company’s equity incentive plans whose transactions are subject to Section 16 of the
Security Exchange Act of 1934, as amended, is required to sell, upon the vesting or settlement of any such award, a portion of the shares subject to the award determined by the
Company in its discretion to be sufficient to cover tax withholding obligations and to remit an amount equal to such tax withholding obligations to the Company. This mandatory sell-
to-cover policy was adopted by the Company as a result of the inability of the Company's captive broker to effect the sell-to-cover transactions pursuant to Rule 10b5-1 Trading
Plans.

As described above, each of Messrs. Mehok, Coleman and Breeden are subject to this mandatory sell-to-cover policy. The number of shares to be sold will be
determined by the Company, in its discretion, in accordance with its withholding procedures.

Item 6. Exhibits.
The information required by this Item is set forth on the exhibit index that precedes the signature page of this Quarterly Report on Form 10-Q.

EXHIBIT INDEX

Exhibit
Number Description of Document
3.1 *  Fifth Amended and Restated Certificate of Incorporation of the Registrant (filed as Exhibit 3.1 to the Registrant's Current Report on Form 8-K filed with the
Securities and Exchange Commission on June 12, 2019).
3.2 *  Amended and Restated Bylaws of the Registrant (filed as Exhibit 3.2 to the Registrant's Current Report on Form 8-K filed with the Securities and Exchange
Commission on June 12, 2019).
31.1 ** Certification of Chief Executive Officer pursuant to Exchange Act Rule, 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.
31.2 ** Certification of Chief Financial Officer pursuant to Exchange Act Rule, 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.
32.1 #  Certification pursuant to 18 U.S.C. 1350, adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, by Chief Executive Officer.
32.2 #  Certification pursuant to 18 U.S.C. 1350, adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, by Chief Financial Officer.
101.INS **  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.
101.SCH ** |nline XBRL Taxonomy Extension Schema Document.
101.CAL ** |nline XBRL Taxonomy Extension Calculation Linkbase Document.
101.DEF ** |nline XBRL Taxonomy Extension Definition Linkbase Document.
101.LAB ** |nline XBRL Taxonomy Extension Label Linkbase Document.
101.PRE ** |nline XBRL Taxonomy Extension Presentation Linkbase Document.
104 *  Cover Page Interactive Data File (embedded within the Inline XBRL document)

* Incorporated herein by reference to the indicated filing.
**  Filed herewith.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalf by the undersigned, thereunto duly
authorized.

Q2 HOLDINGS, INC.
November May 1, 2023 2024 By: [sI MATTHEW P. FLAKE
Matthew P. Flake
Chief Executive Officer
(Principal Executive Officer)

November May 1, 2023 2024 By: /s/ DAVID J. MEHOK
David J. Mehok
Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO
SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002

1, Matthew P. Flake, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Q2 Holdings, 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(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 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. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c. 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 d. 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(s) and | 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 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.

Date: November 1, 2023 May 1, 2024 /sl MATTHEW P. FLAKE

Matthew P. Flake
Chief Executive Officer

(Principal Executive Officer)
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EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO
SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002

1, David J. Mehok, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Q2 Holdings, 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(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 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. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c. 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 d. 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(s) and | 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 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.

Date: November 1, 2023 May 1, 2024 /s/ DAVID J. MEHOK
David J. Mehok

Chief Financial Officer

(Principal Financial and Accounting Officer)

EXHIBIT 32.1

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

The undersigned, the Chief Executive Officer of Q2 Holdings, Inc. (the “Company”), does hereby certify under the standards set forth and solely for the purposes of 18 U.S.C.
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report on Form 10-Q of the Company for the three months ended September 30,
2023 March 31, 2024 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and information contained in that Form 10-Q fairly
presents, in all material respects, the financial condition and results of operations of the Company.

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 76/78
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

/sl MATTHEW P. FLAKE
Matthew P. Flake
Chief Executive Officer
(Principal Executive Officer)

Date: November 1, 2023 May 1, 2024

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and

Exchange Commission or its staff upon request.

EXHIBIT 32.2

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

The undersigned, the Chief Financial Officer of Q2 Holdings, Inc. (the “Company”), does hereby certify under the standards set forth and solely for the purposes of 18 U.S.C.
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report on Form 10-Q of the Company for the three months ended September 30,
2023 March 31, 2024 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and information contained in that Form 10-Q fairly
presents, in all material respects, the financial condition and results of operations of the Company.

/s/ DAVID J. MEHOK
David J. Mehok
Chief Financial Officer

Date: November 1, 2023 May 1, 2024

(Principal Financial and Accounting Officer)

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities

and Exchange Commission or its staff upon request.
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DISCLAIMER

THE INFORMATION CONTAINED IN THE REFINITIV CORPORATE DISCLOSURES DELTA REPORT™ IS A COMPARISON OF TWO
FINANCIALS PERIODIC REPORTS. THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE REPORT INCLUDING
THE TEXT AND THE COMPARISON DATA AND TABLES. IN NO WAY DOES REFINITIV OR THE APPLICABLE COMPANY ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BASED UPON THE INFORMATION PROVIDED IN THIS
REPORT. USERS ARE ADVISED TO REVIEW THE APPLICABLE COMPANY'S ACTUAL SEC FILINGS BEFORE MAKING ANY INVESTMENT
OR OTHER DECISIONS.

©2024, Refinitiv. All rights reserved. Patents Pending.
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