@bandvvidth 2023 ANNUAL REPORT

\a






Bandwidth stockholders and friends:

We are pleased to report that in 2023 we exceeded our revenue and profitability
guidance for the 6th straight year and 25th straight quarter. And we did so
while winning top industry product awards, earning the trust of more new global

enterprise customers than ever before, and completing and moving into our new

global headquarters. In short, we are proud of our team’s performance and how

well we are positioned to accomplish our mission in the future.

A season to “Bloom”

Our company-wide theme this year was to
“Bloom,” and looking back we are excited to
share that the company is flourishing.

We grew and diversified our revenue with

new customers across our commercial
messaging and direct-to-enterprise categories,
while maintaining our strong co-creation
partnerships with the largest hyperscalers

and power platforms.

We introduced more enterprise products than
ever before. Maestro™, our next-generation
cloud platform, was deemed so significant

in technology advancement and business
impact that it won “Best of Show” at the most
important event in our space, Enterprise
Connect. AIBridge, essential in our artificial
intelligence strateqy, is an accelerator for our
rapidly growing contact center customers.
AlBridge runs on Maestro and enables
enterprises to easily deploy voice-based Al
tools to resolve end-user interactions faster
and more efficiently.

Financially, we built a more durable franchise
with a laser focus on profitable growth. Full year
2023 revenue was $S601 million, up 5 percent
over 2022, and we achieved a record 39 percent
growth in adjusted EBITDA and record free

cash flow in the second half of 2023. We ended
2023 with a cash and securities balance of

$153 million, far exceeding our business needs
and providing us with a great deal of flexibility.

Our customer name retention rate once again
remained in excess of 99 percent, a result
that speaks to the loyalty and durability of
our customer base.

This is outstanding progress through choppy
economic times when many of our competitors
were downsizing, and we believe it gives us
strong momentum to compete and win as we
enter 2024.

Nurturing long-term growth

Last year during our Investor Day, we laid
out a four-year plan and said we were more
confident about our mission to develop and
deliver the power to communicate than when
we started the company, or at any time since.
After exceeding our plans for the first year,
we are even more confident today.

That’s because Bandwidth is leading in

the front ranks of the worldwide cloud
communications revolution, which is a secular
trend still in its early stages. Automating voice,
text messaging, and emergency calling in the
cloud through software is the fastest way for
enterprises to build a better brand experience,
reduce operating costs, leverage emerging Al
technologies, and simplify and de-risk digital
transformation company-wide.

And they’re doing it with Bandwidth.

Continued on next page -



As the only CPaaS provider with our own
global communications cloud, the depth and
breadth of our competitive moat is evidenced
by the fact that we serve all the world’s leading
“power platforms” in cloud communications,
along with a growing list of the largest Global
2000 companies and SaaS builders. These
customers count on us for global reach, scale,
reliability, security, leading-edge innovation,
and incredible customer support that is always
available 24/7/365.

We’re excited that this market leadership
will contribute to our growth and profitability
in 2024.

Flourishing in our new global headquarters

In August we cut the ribbon and moved into our
global headquarters in Raleigh, North Carolina,
where we consolidated our Raleigh-based
workforce into a unified campus environment.
Our mission-first culture raises the bar on what
it means to work together in-person, five days
a week. When customers visit, they experience
our camaraderie and esprit de corps which

we believe contributes mightily to innovation,
growth, and customer success.

While some of our competitors pruned massive
percentages of their workforces, we sowed

the seeds for growth by keeping our teams
together and focused on delivering.

This dynamic is appreciated by our customers
and reflected in our significantly increased net
promoter scores, which are a key measure of
brand health and customer endorsement.

Growing deeper roots in our communities

We continued to prioritize deeper community
outreach, and our volunteer programs
encouraged team members to be the change
they want to see in all our locations.

As a result of our many initiatives, we were
honored to be named “North Carolina
Headquartered Company of the Year” and

a “Best Place to Work.” We are humbled by
this recognition for how we stayed true to our
principles while accomplishing our mission.

Celebrating our 25th year

As we embark upon a milestone

25th year in business, we want

to express our deepest gratitude (9,
to our customers, our Bandmates,

and our investors.

We are proud of what we’ve accomplished
together. We are winning because of our
dedication to our customers and our
commitment to each other.

Onward!

David Morken
Cofounder, Chief Executive
Officer, and Chairman
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Special Note Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended (the “Securities Act”) and Section 21E of the Securities Exchange Act of 1934,
as amended (the “Exchange Act”). All statements contained in this Annual Report on Form 10-K, other than statements
of historical fact, are forward-looking statements. Forward-looking statements generally can be identified by the words
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anticipate,” “intend,” “could,” “would,” “project,
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“may,” “will,” “expect,” “believe, plan,” “estimate,” or

“continue,” or the negative of these words or other similar terms or expressions that concern our expectations strategy,
plans or intentions. Forward-looking statements contained in this Annual Report on Form 10-K include, but are not
limited to, statements about:

* our beliefs regarding the impact of macroeconomic conditions, including inflationary and/or recessionary
pressures, on our business and financial condition;

e our ability to attract and retain customers, including large enterprises;

* our approach to identifying, attracting and keeping new and existing customers, as well as our expectations
regarding customer turnover;

e our beliefs regarding network traffic growth and other trends related to the usage of our products and services;
» the impact of our customers’ violation of applicable laws, our policies or other misuse of our platform;

* our ability to successfully defend our network, systems and data against ever-evolving cybersecurity threats,
including denial-of-service and ransomware attacks;

e our expectations regarding revenue, costs, expenses, gross margin, dollar based net retention rate, adjusted
EBITDA, non-generally accepted accounting principles in the United States of America (“GAAP”) net income
and capital expenditures;

e our beliefs regarding the growth of our business and how that impacts our liquidity and capital resources
requirements;

e our expectations about the impact of public health epidemics, such as COVID-19, or natural disasters on the
global economy and our business, results of operations and financial condition;

» the sufficiency of our cash and cash equivalents to meet our liquidity needs;

* our ability to attract, train, and retain qualified employees and key personnel;

* our beliefs regarding the expense and productivity of and competition for our sales force;
* our expectations regarding headcount;

e our ability to maintain and benefit from our corporate culture;

e our plans to further invest in and grow our business, including international offerings, and our ability to
effectively manage our growth and associated investments;

e our ability to introduce new products and services and enhance existing products and services;

* our ability to successfully integrate and benefit from any strategic acquisitions, including our acquisition of
Voxbone (as defined herein), or future strategic acquisitions or investments;



*  our ability to effectively manage our international operations and expansion;
e our ability to compete successfully against current and future competitors;
* the evolution of technology affecting our products, services and markets;

» the impact of certain new accounting standards and guidance, as well as the time and cost of continued
compliance with existing rules and standards;

e our beliefs regarding the use of Non-GAAP financial measures;

e our ability to comply with modified or new industry standards, laws and regulations applicable to our products,
services and business, including the General Data Protection Regulation (“GDPR”), the California Consumer
Privacy Act of 2018 and other privacy regulations that may be implemented in the future, and Secure Telephone
Identity Revisited and Signature-based Handling of Asserted Information Using toKENs (“STIR/SHAKEN™),
and other robocalling prevention and anti-spam standards and increased costs associated with such compliance;

* our ability to manage fees that have been or may be instituted by network providers that increase our costs;
* our ability to maintain, protect and enhance our intellectual property;
*  our expectations regarding litigation and other pending or potential disputes;

e our ability to service the interest on our Convertible Notes (as defined herein) and repay such Convertible Notes,
to the extent required; and

e other risks related to our indebtedness.

We caution you that the foregoing list may not contain all the forward-looking statements made in this Annual
Report on Form 10-K.

You should not rely upon forward-looking statements as predictions of future events. We have based the forward-
looking statements contained in this Annual Report on Form 10-K primarily on our current expectations and projections
about future events and trends that we believe may affect our business, financial condition, results of operations and
prospects. The outcome of the events described in these forward-looking statements is subject to risks, uncertainties and
other factors described in the section titled “Risk Factors” and elsewhere in this Annual Report on Form 10-K. Moreover,
we operate in a very competitive and rapidly changing environment. New risks and uncertainties emerge from time to
time and it is not possible for us to predict all risks and uncertainties that could have an impact on the forward-looking
statements contained in this Annual Report on Form 10-K. We cannot assure you that the results, events and
circumstances reflected in the forward-looking statements will be achieved or occur, and actual results, events or
circumstances could differ materially from those described in the forward-looking statements.

The forward-looking statements made in this Annual Report on Form 10-K relate only to events as of the date
on which the statements are made. We undertake no obligation to update any forward-looking statements made in this
Annual Report on Form 10-K to reflect events or circumstances after the date of this Annual Report on Form 10-K or to
reflect new information or the occurrence of unanticipated events, except as required by law. We may not actually achieve
the plans, intentions or expectations disclosed in our forward-looking statements and you should not place undue reliance
on our forward-looking statements. Our forward-looking statements do not reflect the potential impact of any future
acquisitions, mergers, dispositions, joint ventures or investments we may make.



Risk Factors Summary

The following is a summary of the principal risks that could adversely affect our business, results of

operations and financial condition.

Risks Related to Our Business

Our future growth and the success of our expansion plans depend on a number of factors that are beyond our control.
Our growth and financial health are subject to a number of economic risks.

Approximately half of our operating cash is maintained in deposit accounts with various financial institutions and is not insured
by the Federal Deposit Insurance Corporation (“FDIC”).

The market in which we participate is highly competitive, and we may not compete effectively.
We may not be able to attract new customers in a cost-effective manner.
The market for some of our services is new and unproven, and may decline or experience limited growth.

Our ability to meet our goals for revenue growth, cash flow and operating performance depends on customers increasing their
use of our services.

We may not be able to increase the revenue that we derive from enterprises.
We may not be able to develop service enhancements or new services that achieve market acceptance.
We use Al in our business, and challenges with properly managing its use could adversely affect our results of operations.

As we continue to expand geographically and otherwise, we may experience difficulty maintaining our corporate culture and
operational infrastructure.

We have grown rapidly, and may not be able to manage the growth effectively.

Our pricing and billing systems are complex, and errors could adversely affect our results of operations.
We must continue to develop effective systems to support our business.

We may not be able to maintain and enhance our brand and increase market awareness.

Failure to deliver high-quality support may adversely affect our customer relationships.

We operate internationally, which exposes us to significant risks.

The military conflict between Russia and Ukraine, including an expansion of that conflict to other areas, may adversely affect
our business.

Some of our revenue is concentrated in a limited number of enterprise customers.

Attacks on or breaches of our networks or systems, or on those of third parties on which we rely, including denial-of-service
and other cyberattacks, may result in disruption to our services, which could harm our business.

We are currently subject to litigation, including litigation related to taxes and charges associated with our provision of 911

services.

Customer misuse of our services and software could result in litigation and/or regulatory enforcement actions and harm our
business and reputation.

We are subject to litigation in the ordinary course of business, which may harm our business.
The communications industry faces significant regulatory uncertainties.
The effects of increased regulation of IP-based service providers are unknown.

Expanded regulatory oversight and enforcement from state and federal agencies may increase compliance and litigation-related
risks.

We must obtain and maintain numerous licenses and permits, in the United States and internationally, to operate our network.
If we violate regulatory requirements that apply to our operations, we may not be able to conduct our business.
The FCC’s 2018 repeal of its Network Neutrality Rules could harm our business.

Our business is subject to complex and evolving laws, commercial standards, contractual obligations and other requirements
regarding privacy and data protection.

Our business may be harmed if we cannot obtain, retain and distribute local or toll-free numbers.

We may be exposed to liabilities under anti-corruption, export control and economic sanction regulations.



Third party intellectual property rights could prevent us from using technologies needed to provide our services.

Our use of open source software could negatively affect our ability to sell our services and subject us to litigation.
Indemnity provisions in various agreements potentially expose us to substantial liability.

We may fail to protect our internally developed systems, technology and software and our intellectual property.

We may be liable for the information that content owners or distributors distribute over our network.

Third parties may use our services to commit fraud or steal our services.

Our customers may choose to discontinue use of VoIP-based services and revert to traditional network service providers.
We may lose customers if our platform or network fails or is disrupted.

Defects or errors in our services could harm our business.

If our emergency services do not function properly, we may be exposed to significant liability.

Termination of relationships with key suppliers could cause delay and additional costs.

Our customer churn rate may increase.

The prices for some of our services have decreased in the past and may do so again in the future.

The need to obtain additional IP circuits or interconnect with other networks could increase our costs.

The loss of any member of our senior management team or key employees could harm our business.

If we are unable to hire, retain and motivate qualified personnel, our business will suffer.

We could be subject to additional tax liabilities for historic and future sales, use and similar taxes.

Our global operations and legal entity structure subject us to potentially adverse income tax consequences.

Our ability to use our net operating loss and tax credit carryforwards to offset future taxable income may be limited.
We may be subject to significant tax-related liabilities and indemnity obligations if the Spin-Off (as defined below) is taxable.
Our estimates or judgments relating to our critical accounting policies may prove to be incorrect.

We may be unable to maintain an effective system of disclosure controls and internal control over financial reporting.
If our goodwill or intangible assets become impaired, we may be required to record a significant charge.

Foreign currency exchange rate fluctuations may harm our business.

Natural disasters, pandemics, power outages, terrorist attacks, acts of war, civilian unrest and similar events could harm our
business.

We may acquire other businesses, which may divert our management’s attention and impact our stock price.

Risks Related to the Convertible Notes

Servicing our future indebtedness may require a significant amount of cash, which we may not have.

We may not have the ability to raise the funds necessary for cash settlement of the Convertible Notes.

The conditional conversion feature of the Convertible Notes may adversely affect our financial condition and operating results.
The capped call transactions may affect the value of the Convertible Notes and our Class A common stock.

We are subject to counterparty risk with respect to the Capped Calls.

Risks Related to Ownership of Our Class A Common Stock

The trading price of our Class A common stock may be volatile and you could lose all or part of your investment.
Substantial future sales of shares of our Class A common stock could cause the price of our Class A to decline.
Our dual class capital structure concentrates voting control.

We cannot predict the impact our capital structure may have on our stock price.

We are effectively controlled by David A. Morken, our Co-Founder and Chief Executive Officer, whose interests may differ
from other stockholders.

Our stock price and trading volume could decline if securities or industry analysts stop covering our Class A Common Stock.
Anti-takeover provisions in our organizational documents and Delaware law, could impair a takeover attempt.

Our certificate of incorporation and bylaws include super-majority voting provisions.

Our bylaws provide that Delaware will be the sole and exclusive forum for certain stockholder litigation.

We may need additional capital in the future and such capital may be limited or unavailable.

We do not intend to pay dividends for the foreseeable future.
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PART I - FINANCIAL INFORMATION

Item 1. Business
Overview

A global communications transformation is underway, and we believe Bandwidth is at the center. Our mission
is to develop and deliver the power to communicate. We enable innovative organizations—from startup app developers
to the world’s largest enterprises—to engage their end-users and deliver exceptional experiences everywhere people live,
learn, work and play. Backed by the Bandwidth Communications Cloud, our global owned-and-operated network
spanning more than 65 countries reaching over 90 percent of global gross domestic product (“GDP”), innovative
enterprises use Bandwidth’s Application Programming Interfaces (“APIs”) to easily embed voice, messaging and
emergency services capabilities into software and applications. Bandwidth was the first cloud communications provider
to offer a robust selection of APIs built on our own cloud platform. Our award-winning support teams help businesses
around the world solve complex communications challenges every day.

Bandwidth’s business benefits from multiple global megatrends, including enterprise migration to the cloud,
adoption of Contact Center as a Service platforms, the need to be able to work from anywhere, reinvention of customer
experience, growth in messaging applications to engage directly with consumers, and application of artificial intelligence
(“AI”) technologies to cloud communications use cases. We believe these megatrends, which have created sizable total
addressable markets, are secular, long-lasting and still early in the adoption curve.

With the combination of our software APIs, our global Communications Cloud and our broad range of
experience with global regulatory frameworks, we believe Bandwidth is one of the best-positioned providers in our space
to deliver business-critical communications for global enterprises. In fact, Bandwidth already powers all the 2023
Gartner- Magic Quadrant Leaders in the key cloud communications categories of Unified Communications as a Service
(“UCaaS”) and Contact Center as a Service (“CCaaS”).

Our long-term vision is to continue strengthening this position as the key enabling platform for communications
transformation. We will seek to do this in three ways: (1) cross-sell and up-sell our existing customers as they benefit
from our global footprint and powerful APIs to automate and scale cloud communications; (2) focus on direct-to-
enterprise growth to serve Global 2000 enterprises that directly leverage Bandwidth services to accelerate their digital
transformations, and (3) aim to be the preferred provider for Software as a Service (“SaaS”) platforms that use
conversational voice and messaging to create digital engagements that enhance the customer experience. These three
strategies are the foundation of the durable business we seek to build.

Operating Segments

We currently operate in one operating segment. Operating segments are defined as components of an enterprise
about which separate financial information is evaluated regularly by the chief operating decision maker, who is our Chief
Executive Officer, in deciding how to allocate resources and in assessing performance. Our chief operating decision
maker allocates resources and assesses performance based upon consolidated financial information.

Go-to-Market Strategy

Bandwidth’s go-to-market strategy is designed around the global shift from on-premises based technology to
cloud-based communications. We believe we are the only global Communications Platform as a Service (“CPaaS”)
provider that also owns and operates our own cloud communications network. This competitive differentiator has
enabled Bandwidth to power the forces behind successive waves of the cloud communications revolution—from the
growth of unified communications hyperscalers, to the acceleration of messaging platform leaders, and to directly
powering global enterprise communications. As each of these customer categories uses services on the Bandwidth
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Communications Cloud in its own unique way, we have designed three key market offerings to power digital
communications transformation:

* Market Offering 1: Global Communications Plans. This serves the leading power platforms at the forefront of
the communications transformation in UCaaS and CCaaS, through a business-to-business-to-business
(“B2B2B”) delivery model. We enable these customers to rapidly automate voice, global number management,
emergency services, and many other services on a scalable, global basis.

» Market Offering 2: Programmable Services. This comprises our text messaging solutions, through which we
support innovative SaaS platforms with use cases like retail and eCommerce promotions, financial services
identity authentication, and healthcare patient engagement, through a business-to-business-to-consumer
(“B2B2C”) delivery model. Programmable Services customers come to our Bandwidth Communications Cloud
because we offer high capacity, volume and deliverability. We believe this category represents a significant
opportunity for future growth due to our ability to scale with customer demand.

» Market Offering 3: Global Enterprises. This category is a business-to-business channel, where Global 2000
enterprises engage directly with us to leverage our services in their digital transformation. Bandwidth’s new
Maestro™ platform (described below) is designed to accelerate these customers’ transitions from on-premises
equipment to a hybrid or fully cloud-based solution utilizing integrations with leading UCaaS, CCaaS, voice
authentication, conversational Al, and other platforms.

Market Offering 1: Global Communications Plans

Through our Global Communications Plans market offering, we power all the leaders in UCaaS and CCaaS8, as
recognized by the research firm Gartner, including Microsoft, Google, Zoom, RingCentral, Genesys, and Five9. We have
been co-creating with many of these customers for more than a decade.

These leaders rely on Bandwidth to deliver the voice, messaging, and emergency services that are central to their
own user experiences. Our APIs also expedite customer onboarding with real-time global programmable number
management (ordering, porting, provisioning) to allow providers to customize their customer journeys, embed our global
communications capability into their platforms, and reduce friction to accelerate onboarding. These platforms are global
in nature, and they expect a communications partner who can provide direct global coverage and regulatory insight. We
believe our leadership in this market continues to expand with our global footprint.

We believe Bandwidth’s toll-free voice solution is a major reason contact center platforms build with Bandwidth
for their North American business. Offering 5x carrier redundancy with available hands-free alternative routing, our own
toll-free voice network is combined with four additional directly peered toll-free network partners, offering customers
greater peace of mind. Whenever possible, Bandwidth keeps calls on its own network to enable excellent quality and
better return on investment. Our four additional peered networks further enable best-in-class coverage as well as
resilience—so if one network experiences quality-impacting issues, calls can be routed to a different network seamlessly,
before impacts are even felt. Bandwidth’s unique Call Assure™ solution provides hands-free alternative routing that is
fully insulated from the core network to protect against an extraordinary disruption, such as a fire, natural disaster or
cyberattack.

Market Offering 2: Programmable Services

Our Programmable Services market offering is aimed at B2B2C platforms that use Bandwidth to deliver digital
engagement experiences, primarily through our text messaging solutions.



With a significantly higher open rate by end users than email, text messaging has become a business-critical
communication channel to reach consumers. Our easy-to-use APIs and proven track record for deliverability have made
Bandwidth a top choice for many leading platforms in text messaging.

Our messaging customers are powering digital engagements across many of the major brands of products people
wear, eat, drive, and use every day. Use cases include retail and eCommerce promotions, financial services identity
authentication, healthcare patient engagement, and many more. Bandwidth offers a full suite of messaging products,
including Application to Person (“A2P”) messaging solutions supporting both SMS and MMS on Local Numbers
(“10DLC”), Toll Free Numbers, and Short Codes. All our solutions support bi-directional unicode, including emojis.

Bandwidth’s capacity, high deliverability, regulatory know-how and exceptional human-based support has
positioned us as a leading provider for messaging platforms. We believe we will continue to win high-volume contracts
from customers that have run out of capacity with our competitors or who seek the robustness, reliability and resilience
of our service.

Market Offering 3: Global Enterprises

Much as the leading platforms in cloud communications have done for years, followed by the messaging leaders
in SaaS, now Global 2000 enterprises need to accelerate their digital transformations. Bandwidth can help these large
enterprises transition from on-premises communications infrastructure to a fully or hybrid cloud-based solution. We now
have a dedicated go-to-market focus on enterprises in the Global 2000.

By partnering with Bandwidth, global enterprises can reduce complexity, gain greater control, centralize
communication resources and operational workloads, and better prepare for future scale. We believe Bandwidth’s history
as an enabler to the platform leaders creates additional competitive benefits, such as deep automation of communications
services, enterprise-grade quality and support, as well as deep operational relationships with the largest UCaaS and
CCaaS platforms.

In 2023, we launched Bandwidth Maestro™ (“Maestro™), a first-of-its-kind, next-generation enterprise cloud
communications platform that enables IT customers to solve the key challenge of integrating best-in-class, real-time
voice applications across their UCaaS, CCaaS, Al and machine learning platforms. We believe Maestro’s open approach,
designed to accommodate technologies developed by third parties, is unique in the cloud communications space. It
provides a critical technology bridge that enterprises need to orchestrate a modern customer experience stack without
months of costly integration work resulting in faster time to value and enhanced customer and employee experiences
and loyalty.

Maestro is a key platform for Bandwidth’s Al innovation strategy. In 2023, Bandwidth launched AIBridge, a
solution for Maestro, which enables enterprises to easily deploy voice-based Al tools in their contact centers to resolve
calls faster and more efficiently in the communications cloud.

With these three market offerings, we aim for Bandwidth to be a “one stop shop” and critical enabler for global
enterprises, SaaS platforms, and cloud communications platforms. We believe the combined power of our software
platform and global Communications Cloud helps our customers to future-proof their strategy for the integrations of
today, and new services to come.

The Bandwidth Communications Cloud

We believe one of our key competitive differentiators is the Bandwidth Communications Cloud. It provides a
communications developer platform on top of an all-IP, owned-and-operated network with global reach. We believe we
provide reliability, scalability, and usage-based control for global business-critical communications.



Automation and Workflow

The Bandwidth Communication Cloud’s command over our own numbering resources enables real-time porting,
provisioning and number ordering en masse, and includes:

* coverage in more than 65 countries, serving over 90 percent of global GDP;

* network platform paired with peering relationships with major global networks ensure our customers are never
more than one hop away from the public switched telephone network (“PSTN”);

e 5x resilient U.S. toll-free network, with interconnections to four toll-free networks in addition to our own,
designed for best-in-class resiliency from a single provider;

* public safety connectivity purpose-built for today’s dynamic, increasingly remote workforce, interconnected
with emergency calling networks worldwide;

*  A2P messaging designed to support best-in-class deliverability and insight; and

e a broad range of experience with global regulatory frameworks earned through offering communications
services in more than 60 countries and territories.

Core Product Domains

Bandwidth is continually investing in new domains in our Communications Cloud. Below are some of the major
product offerings and use cases supported:

Voice. We offer customers the ability to interact with our voice services through SIP or programmable voice
API. Our voice services are used to build voice calling in applications and platforms, orchestrate call flows between
users or machines, record and bridge calls, initiate text-to-speech for interactive voice response and more. Enterprises
can customize high-quality call routing for business voice use cases and global reach. Some of the common use cases
are:

»  Powering calling plans within cloud communications platforms (UCaaS, CCaaS, Meetings Solutions): Our
platform empowers cloud communications leaders to connect their enterprise end-users with local and toll-free
connectivity at global scale.

*  Embedding ‘click-to-call’ feature: We enhance our enterprise customers’ ability to connect with consumers
instantly. Our programmable voice API enables many use cases including call notifications and surveys,
advertising campaigns, etc.

« Transitioning from traditional premise focused communications to cloud based services: As enterprises
migrate from on-premises equipment to the cloud, Bandwidth can fuel their digital transformation with our
software-driven SIP trunking services designed to integrate in hybrid or full cloud deployments.

Messaging API. Our software APIs for messaging deliver a full suite of A2P messaging capabilities, designed
to help brands engage with their customers. Bandwidth’s North American messaging services are enabled for local and
toll-free phone numbers as well as short codes. While we provide a wide range of functionalities, some of the common
use cases are:

» Automated real-time notification and alerts: Our APIs empower product leaders and enterprise developers with
predefined functionalities to send and receive A2P messages, uniquely integrated with their own business
processes or tech stacks.



Two-factor authentication: We enable enterprises to verify the identity and maintain security of end users
through our software-based, multi-channel verification service that sends unique codes to end users to log in to
mobile and web applications.

Group messaging: Product owners utilize our platform to build messaging applications that enable their end-
users to share SMS and MMS messages, videos, carry out polls and surveys amongst other uses without leaving
the application.

Emergency Services. We provide complete communications solutions (full PSTN replacement) with integrated

local emergency services in 38 countries around the globe. We can instantly connect numbers, devices or applications to

emergency services with reliable and accurate emergency routing.

Dynamic location routing: Enables real-time, geocoded routing based on X,Y coordinates of the caller and
defined Public Safety Answering Point boundaries. This helps enterprises meet compliance requirements and
enable increasingly remote workforces.

Emergency calling API: Connects apps to the public safety infrastructure without the need for on-premise
technology or telephony expertise.

Emergency notification API: Enables a multi-channel notification sent to on-site security personnel when an
emergency call takes place within a large enterprise.

Phone Numbers. The Bandwidth Dashboard is Bandwidth’s user-friendly interface for a comprehensive number

management solution. Every function within The Bandwidth Dashboard has an accompanying API, allowing our

customers’ product leaders and developers to integrate Bandwidth’s functionality within their own user interfaces or web

applications.

Global number management: Order, provision, and activate local and toll-free phone numbers around the world,
in real-time, allowing customers to search and sort by availability, geographic region, city/state, country/area
code and many other options.

Programmatically port up to 20,000 numbers simultaneously: Gain control over the confusing carrier
landscape and automate number porting across all major carriers. This allows for a more reliable end-user
experience with controlled scheduling and triggered porting activation.

Insights. Bandwidth Insights gives customers a detailed view of their voice and messaging performance to make

data-driven decisions and ensure quality of service.

L]

Understand and solve for deliverability issues: Real-time error codes and alerting allows enterprises to
understand and solve for SMS deliverability challenges in an ever-changing text messaging environment.

Real-time call quality analytics: We provide our customers with real-time call analytics including data such as
call duration, customer sentiment and other attributes to better understand call performance and customer
experience.

Track trends, benchmarks and usage: Our Insights APT shows trends, delivery rates and usage patterns by
product and carrier.

Bring your own carrier (“BYOC”) with CCaaS and UCaaS Integrations. Bandwidth’s global

Communications Cloud integrates with several leading UCaaS and CCaaS platforms under our BYOC solutions

portfolio, to provide a holistic solution that’s seamlessly aligned with the organization, and allows enterprises to move
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communications to the cloud at their own pace. Once numbers are in the Bandwidth Communications Cloud, they can
be moved from platform to platform without leaving Bandwidth, decreasing cloud migration risk and complexity.

« UCaas integration for Microsofi Teams: We have BYOC partnerships with leading CCaaS platforms. We also
have a BYOC offering in the UCaaS space, including for Microsoft Teams. This includes:

« Direct routing and dynamic E911: Consolidate telephony globally with direct access to the Bandwidth
Communications Cloud, and solve for an increasingly dynamic workforce with dynamic location routing
for E911 — all from a single, certified provider.

e Micrusofi Teams Operator Coninect: Integrate Bandwidth’s telephony in more than 30 countries through
the Microsoft Teams Operator Connect program, enabling the move away from on-premise equipment to
cloud-hosted session border controllers and seamless management in the Teams admin portal.

« Send-to SMS web application: Allows enterprises the ability to send text messages in and outside of the
organization from within a user’s Teams environment using the same phone number they use for phone calls,
built to work seamlessly with a direct routing or BYOC strategy.

Competitive Strengths

We believe three things give Bandwidth a competitive advantage. First, we have an all-IP platform with global
reach. The Bandwidth Communications Cloud provides the connectivity, APIs, security, privacy, workflows, and tools
to give enterprises of all sizes a simple, scalable way to consume our services. Second, our API-first approach facilitates
the embedding of automation, enterprise-grade tooling, and simple UX/UI throughout the Bandwidth Communications
Cloud. Third, we have a broad range of experience with global regulatory frameworks informed by our communications
services offerings. We believe customers view Bandwidth as a trusted resource, helping them navigate constant change
in the global regulatory landscape. In addition, our innovation-rich culture, customer-centric solutions and track record
of successful execution provide us with the following competitive strengths:

A full-stack, open Communications Cloud: We built the Bandwidth Communications Cloud to be enterprise
grade. As a result, we believe our deployment is fast, our software APIs are flexible and we enable enterprises to launch
and scale quickly. The scale and quality of our Communications Cloud allows us to serve large-scale Internet companies
and cloud service providers. It also allows us to provide enterprises with one of the broadest, most complete
communications services solutions in the industry--solutions that are ready to integrate with leading UC and contact
center platforms to create customized, best-of-breed solutions. Our large library of APIs (including voice, messaging,
numbers, emergency services, insights and integrations) allows customers to incorporate a broad range of capabilities
into their products and services that would be otherwise unattainable.

Global reach from a single source: Our Communications Cloud provides coverage in more than 65 countries
covering more than 90 percent of global GDP. This means our customers can consolidate their communications vendor
relationships with Bandwidth, while gaining global reach, resiliency and efficiency for their communications stack. We
offer greater quality and delivery assurance than providers that offer aggregated services across the public Internet or
that simply resell partner networks. We believe that the control we have over our Communications Cloud gives us distinct
competitive advantages that include: enabling our customers to deploy cloud-native services, consistent high quality, in-
depth enterprise support, real-time traffic visibility and economies of scale.

CPaaS based emergency calling capabilities: We believe we are one of the only CPaaS providers with full
stack emergency service capabilities. In many countries, it is a legal obligation to ensure on-premise access to local
emergency services. Our customers can meet compliance commitments using a single provider in multiple markets where
they do business—across North America, Europe and Asia-Pacific. Moreover, our dynamic geospatial routing capability
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can route emergency calls over our E911 network based on a real-time location of the caller to produce industry-leading
results.

Experience & expertise: Our senior leadership team consists of both new and long-tenured leaders — each an
expert with deep and proven experience in the telecommunications and SaaS space. We regularly interact with local
regulators in more than 30 countries, and we currently power all the 2023 Gartner Magic Quadrant Leaders in UCaaS
and CCaaS. We seek to bring this body of experience and knowledge to all our customer engagements.

Growing relationships with low customer churn: We address the complex needs of the customers we serve,
and as a result, these enterprises have continued to innovate and grow with our platform over many years. A number of
our largest enterprise customers have been on our platform for more than ten years. Our relationship with each of the
enterprises we serve often spans product suites, divisions and use cases over time. Based on surveys conducted after
customer interactions in 2022, our customers have expressed a 97% satisfaction rate.

A unique culture focused on people: At Bandwidth, we are mission first. To accomplish that mission, we’ve
created a unique, service-oriented culture, centered on meaningful work, lifting each other up, and investing in the bodies,
minds, and spirits of our Bandmates. For our customers, this means there’s always a smiling, world-class Bandmate on
the other end of the line who will go the extra mile for them. We often hear from our customers that Bandwidth just cares
more. For our employees, this means we make a “whole person promise” to offer meaningful work and programs that
ensure Bandmates can find the work/life balance necessary to enjoy a healthy and fulfilling life. Our culture is focused
on helping each other succeed in our mission. Making work-life balance possible is not just something to feel good
about. It drives real results. Our Bandmate engagement and satisfaction scores are consistently ranked higher than our
peers. While we are exceptionally proud of the team we have assembled, we also acknowledge that there is important
work for us to do to continue developing a more diverse and inclusive team. We believe diverse and inclusive teams are
more innovative and make better business decisions.

At Bandwidth, we say, “Your music matters to the BAND.” We celebrate differences and encourage our team
members to be their authentic selves. No matter what music a team member makes, we support each team members’
unique gifts and needs with our programs that deliver on our Whole Person Promise. The real masterpiece is in the music
we make together with the strength and ingenuity to lift up all those we serve.

Our Your Music Matters program builds outreach programs and initiatives to fill our recruiting funnel with
diverse candidates who possess the “Bandwidth Edge”—smart, common sense, hardworking, honest, competitive energy
and emotional intelligence. We build external and internal campaigns to fill the recruiting funnel using our talented team
members, creative local and non-local outreach partnerships, and virtual platforms to connect with talent who come from
different backgrounds, skills, abilities and experiences.

We believe the benefits that we offer each of our team members are an important component of our Whole
Person Promise. These benefits, which vary based on country location and applicable laws, include: robust medical
benefits in which we pay 100% of the premiums for medical, dental and vision insurance; 401(k); industry leading
parental leave; and access to mental health resources.

Bandwidth’s compensation philosophy embraces transparency and educates all Bandmates on our benchmarking
process, pay structure design and logical approach to compensation strategy. Research has shown that rigorously-
designed compensation strategies like ours are one of the best ways to combat pay disparity and ensure fairness for every
team member.
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Our Customers

We have a broad and diversified customer base. We benefit from long-standing relationships with some of the
largest technology companies, well-recognized enterprise customers, and innovative SaaS platforms. Many of our
customers have multi-year contracts, with no single customer representing 10% of total revenue for the year ended
December 31, 2023.

Our management is highly focused on creating and maintaining strategic partnerships beyond standard
transactional customer relationships. We seek to empower enterprises to create, scale and operate business-critical
services across any mobile application or connected device, and this capability reinforces our customer relationships.

The majority of our customers sign master service agreements (“MSAs”) containing standard terms and
conditions, including billing and payment, default, termination, limitations of liability, confidentiality, assignment and
notification, and other key terms and conditions. Customers order specific services in separate service order forms that
incorporate the applicable MSA. Each service order form details the minimum contract duration, any applicable monthly
recurring charge and applicable non-recurring charges. The terms and conditions for each order are also specified in the
applicable service order form.

Sales and Marketing

Our sales and marketing teams are part of a single revenue organization and work closely together to identify
and acquire new customers, expand relationships with existing enterprises, and integrate them with the Bandwidth
Communications Cloud. Our marketing team generates marketing qualified leads and pipeline for sales through a number
of demand-generating channels, including our website, marketing campaigns, webinars, sponsored virtual and live
events, white papers and blogs, public relations, social media, analyst relations, paid search and search engine
optimization and outbound lead development efforts. These marketing initiatives enhance awareness, preference and
adoption of our services, and help us cross-sell opportunities with existing customers.

We engage potential customers and existing customers through an enterprise-focused sales approach. Our sales
and marketing executives often directly engage C-level executives and other senior business, product and technical
decision makers responsible for the end-user experience and financial results at their enterprises. Our sales and marketing
executives work to educate these decision makers and their teams about the benefits of using the Bandwidth
Communications Cloud to engage their end-users and deliver exceptional experiences everywhere people live, learn,
work and play. Our sales team includes a full stack of sales development, inside sales, field sales, revenue enablement
and sales engineering functions.

Research and Development

Our ability to compete depends in large part on our continuous commitment to research and development
(“R&D”). We seek to continuously enhance our existing offerings and develop new products and services. Our product
and network teams are responsible for the ongoing design, development, testing and release of new features and functions
in the Bandwidth Communications Cloud. Our executive management is responsible for creating a vision for our product
roadmap and new innovation, and our sales and marketing teams relay customer insights, enterprise needs and possible
new use cases or enhancements.

Our vision for the Bandwidth Communications Cloud is to be viewed as a singular resource for global enterprise
communications. Our near-term roadmap includes a range of solutions to help enterprises create a better total experience
for consumers and employees whether through the contact center, hybrid work, text messaging engagement, intelligent
emergency services, new Al technologies or a combination thereof.

13



Competition

The CPaaS market is rapidly evolving and increasingly competitive. We believe that the principal competitive
factors in our market are:

* platform scalability, reliability, deliverability, security and performance;
* network control and quality;

* global reach;

* completeness of offering;

» ease of integration and programmability;

e product features;

e customer support;

* ability to deliver measurable value and savings;

* the cost of deploying and using our service offerings;
« the strength of sales and marketing efforts;

e brand awareness and reputation; and

e credibility with product executives and developers.

We believe that we compete favorably based on the factors listed above and believe that none of our competitors
currently competes directly with us across the combination of our global scale, all-IP Communications Cloud, enterprise-
grade APIs, and broad regulatory experience gained through our service offerings.

Our competitors fall into two primary categories:

e (CPaaS companies that offer a narrower set of software APIs, more limited global reach, less robust customer
support and fewer other features while relying on third-party networks and physical infrastructure; and

* Incumbent network operators that offer limited geographical reach and limited developer functionality on top of
their networks and physical infrastructure, such as AT&T, Colt, Lumen and Verizon.

Some of our competitors have greater financial and technical resources, geographic reach, name recognition or
intellectual property portfolios than we do. In addition, some competitors may offer a greater number and variety of
products and services than we do, or may offer services in geographies in which we do not operate. We expect
competition to intensify in the future. See “Risk Factors—Risks Related to Our Business” elsewhere in this Annual Report
on Form 10-K, for additional information on the competitive environment in which we operate, and risks related thereto.

Intellectual Property

We rely on a combination of patent, copyright, trademark and trade secret laws in the United States and other
jurisdictions, as well as license agreements and other contractual protections, to protect our proprietary technology. We
also rely on registered and unregistered trademarks to protect our brand.
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As of December 31, 2023, we had 33 U.S. patents and three U.S. patent applications pending. In addition, as of
December 31, 2023, we had 18 registered trademarks and 34 trademark applications pending in the United States and
elsewhere.

We seek to protect our intellectual property rights by requiring our employees and independent contractors
involved in development of intellectual property on our behalf to enter into agreements acknowledging that all works or
other intellectual property generated or conceived by them on our behalf are our property, and assigning to us any rights,
including intellectual property rights, that they may claim or otherwise have in those works or property, to the extent
allowable under applicable law. See “Risk Factors—Risks Related to Our Business” elsewhere in this Annual Report on
Form 10-K for additional information on our intellectual property rights and risks related thereto.

Employees

As of December 31, 2023, we had approximately 1,100 employees, who are primarily located in the United
States, Europe and Asia Pacific. None of our employees are represented by a labor union or covered by a collective
bargaining agreement. We have not experienced any work stoppages, and we consider our relations with our employees
to be good.

Regulatory
General

We and the communications services that we provide through our Communications Cloud and software APIs
are subject to many U.S. federal and state, and foreign, laws and regulations. These laws and regulations govern
telecommunications activities, but also govern privacy, data protection, intellectual property, competition, consumer
protection, taxation or other subjects. Many of the laws and regulations that apply to us and the communications services
that we provide through our Communications Cloud and software APIs are still evolving and being tested in courts and
could be interpreted or applied in ways that could harm our business. We describe below certain material components
of the telecommunications regulatory framework in which we operate. See “Risk Factors—Risks Related to Our Business”
elsewhere in this Annual Report on Form 10-K for additional information on the regulatory framework in which we
operate and risks related thereto.

Federal Telecommunications Regulation

The Federal Communications Commission (“FCC”) has jurisdiction over interstate and international
communications services in the U.S. We have obtained FCC authorization to provide services on a facilities and resale
basis.

Under the Communications Act of 1934, as amended by the Telecommunications Act of 1996 (the “1996 Act”),
any entity, including cable television companies and electric and gas utilities, may enter any telecommunications market,
subject to reasonable state regulation of safety, quality and consumer protection. The industry continues to evolve toward
new services built upon IP technologies. With these technological advances, there have been challenges to the traditional
regulatory structure under the 1996 Act. Among the challenges are fraud and abuse in the form of illegal robocalling and
unwanted text messaging. In December 2019, Congress adopted the Telephone Robocall Abuse Criminal Enforcement
and Deterrence (“TRACED”) Act. Among other things, the TRACED Act directs the FCC to conduct a number of
different rulemaking proceedings and increases the FCC’s enforcement authority. As a result, the FCC continues to
conduct several proceedings to understand and address fraud and abuse in the form of illegal robocalling. Separately, the
FCC, FTC and state attorneys general work to thwart illegal robocalling through various methods, including enforcing
compliance with the Telephone Consumer Protection Act of 1991 (the “TCPA”), which restricts telemarketing calls and
the use of automatic text messages without the recipient’s proper consent, the Telemarketing Sales Rule (the “TSR”),
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and other federal and state laws. The FCC also has the authority to issue an order to downstream voice service providers
to block and cease delivery of voice traffic from gateway providers identified by the FCC. Moreover, the TCPA and other
similar laws allow aggrieved private parties to directly seek civil remedies and seek statutory-defined damages for calls
or text messages received without recipients’ proper consent.

VOoIP Regulation. Some communications services provided through our software APIs may qualify as Voice-over
Internet Protocol (“VoIP”). The FCC has imposed regulatory requirements on VoIP providers that previously applied
only to traditional telecommunications providers, such as obligations to provide 911 functionality, to contribute to the
federal universal service fund, to comply with regulations relating to local number portability, to abide by the FCC’s
service discontinuance rules, to contribute to the Telecommunications Relay Services fund and to abide by the regulations
concerning Customer Proprietary Network Information (“CPNI”), outage reporting, access for persons with disabilities,
the Communications Assistance for Law Enforcement Act and expanded obligations with respect to the transmission of
emergency calls. In some instances, these regulations indirectly affect us because they directly apply to our customers.
Additionally, several state public utility commissions are conducting regulatory proceedings that could affect our rights
and obligations, or the rights and obligations of our customers, with respect to IP-based voice applications. Some states
have taken the position that the “local” component of VoIP service is subject to traditional regulations applicable to local
telecommunications services, such as the obligation to pay intrastate universal service fees and other state-related
telecommunications taxes, fees and surcharges. We cannot predict whether the FCC or state public utility commissions
will impose additional requirements, regulations or charges upon our provision of services related to [P communications.

Universal Service. Some services are subject to federal and state regulations that implement universal service
support for access to communications services in rural and high-cost areas and to low-income consumers at reasonable
rates; and access to advanced communications services by schools, libraries and rural health care providers. In some
instances, these regulations indirectly affect us because they directly apply to our customers. The FCC assesses a
contribution amount based on a percentage of interstate and international revenue we receive from certain customers as
our contribution to the Federal Universal Service Fund. These assessments are generally passed on to our customers.
Additionally, the FCC has ruled that states may assess contributions to their state Universal Service Funds on VoIP
providers’ intrastate revenue. Any change in the assessment methodology may affect our revenue and expenses, but at
this time it is not possible to predict the extent we would be affected.

Intercarrier Compensation. Telecommunications carriers compensate one another for traffic carried on each
other’s networks. Interexchange carriers pay access charges to local telephone companies for long distance calls that
originate and terminate on local networks. Local telephone companies historically have charged one another for local
and Internet-bound traffic terminating on each other’s networks. The methodology by which carriers have compensated
one another for exchanged traffic, whether it be for local, intrastate or interstate traffic, has been subject to ongoing
reform efforts at the FCC.

In its November 2011 Universal Service Fund/Intercarrier Compensation Transformation Order (the “USF/ICC
Transformation Order”) and subsequent related FCC orders, most terminating switched access charges and all reciprocal
compensation charges were capped at then-current levels, and were reduced to zero over, as relevant to us, generally a
six-year transition period that began July 1, 2012.

Pursuant to the USF/ICC Transformation Order, VoIP, while remaining unclassified as either an information or
a telecommunications service, was prospectively categorized as either local or non-local traffic. On December 17,2019,
the FCC issued an order that concludes that local exchange carriers (“LECs”) may assess end office switched access
charges only if the LEC or its VoIP partner provides a physical connection to the last-mile facilities used to serve an end
user. If neither the LEC nor its VoIP partner provides such a physical connection, the LEC may not assess end office
switched access charges because it is not providing the functional equivalent of end office switched access. The FCC
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also decided to give its order retroactive effect. We cannot predict the impact on our business, including whether other
carriers will agree with our legal interpretations and treatments, at this time.

In a Report and Order released on October 9, 2020, the FCC adopted new rules governing various aspects of the
intercarrier compensation structure applicable to toll free (8YY) calls (“8YY Originating Access Reform Order”). The
new 8Y'Y originating access rules took effect on December 28, 2020. The new rules are generally intended to shift most
switched access charges for 8Y'Y calls to a bill-and-keep framework over a three-year period.

Emergency Services. Pursuant to Federal legislation called Ray Baum’s Act and Kari’s Law, the FCC adopted
new emergency calling regulations that began to take effect in early 2020 continuing through January 2022. These new
regulations address the obligations of communication service providers and software providers, like us, as well as
equipment installers, managers and operators of a variety of different types of communications systems, and generally
require uniformity in dialing patterns for contacting emergency operators, implementing central notification
functionalities. The rules also require the transmission of more precise location information in enterprise or campus
environments. The granularity of the location information depends on the type of service. There is some ambiguity in
the rules as to the specific obligations of each party involved in the service delivery chain and the rules have not yet been
interpreted by the FCC or a court. More recently, in November 2022, the FCC released new 911 outage reporting
requirements that expanded the scope of previous 911 outage reporting obligations to now broadly include originating
service providers.

State Telecommunications Regulation

The 1996 Act was intended to increase competition in the telecommunications industry, especially in the local
market. With respect to local services, incumbent local exchange carriers (“ILECs”) such as AT&T are required to allow
interconnection to their incumbent networks and to provide access to network facilities, as well as several other pro-
competitive measures.

State regulatory agencies have jurisdiction when our facilities and services are used to provide intrastate
telecommunications services. A portion of our traffic may be classified as intrastate telecommunications and therefore
subject to state regulation. We are authorized to provide competitive local exchange telecommunications services in 49
states and the District of Columbia, and thus are subject to these additional regulatory regimes. Changes in applicable
state regulations could affect our business.

In addition, we need to maintain interconnection agreements with ILECs where we wish to provide service,
which are subject to approval by individual states and subject to state arbitration in the event of disputes. We expect that
we should be able to negotiate or otherwise obtain renewals or successor agreements through adoption of others’
contracts or through arbitration proceedings, although the rates, terms and conditions applicable to interconnection and
the exchange of traffic with certain ILECs could change significantly in certain cases.

International

As an international company, we are subject to communications laws and regulations in the non-US jurisdictions
in which we offer our services. These laws and regulations may concern communications, as well as privacy, data
protection, intellectual property, competition, consumer protection, taxation or other subjects. In European markets, we
are subject to the European Electronic Communications Code (the “Code™) and its transposition into the laws of the
European Union (“EU”) and European Economic Area (“EEA”) countries in which we operate. The Code sets forth the
European regulatory framework and harmonized rules across the EU and EEA, which govern the provision of electronic
communications networks and services. While the Code provides a harmonized framework, laws of each jurisdiction of
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the EU and the EEA, and related regulations, will differ from country to country. For example, rules around suballocation
of numbering resources differ from country to country.

The E-Privacy Directive seeks to ensure privacy and confidentiality in the processing of personal data in
electronic communications. The E-Privacy Directive requires providers of publicly available electronic communications
services to take appropriate technical and organizational measures to safeguard the security of services. These measures
must: ensure that personal data can be accessed only by authorized personnel for legally authorized purposes; protect
personal data stored or transmitted against accidental or unlawful destruction, accidental loss or alteration, and
unauthorized or unlawful storage, processing, access or disclosure; and ensure the implementation of a security policy
with respect to the processing of personal data. The E-Privacy Directive also requires notification of any breach or loss
of personal data to the applicable NRA.

The United Kingdom’s (“U.K.”) departure from the EU was finalized in December 2020. While the Code is
therefore no longer directly applicable in the U.K., we do not currently anticipate that considerable changes will be made
to the U.K. regulatory framework.

Corporate Information

Bandwidth Inc. was founded in July 2000 and incorporated in Delaware on March 29, 2001. Our principal
executive offices are located at 2230 Bandmate Way, Raleigh, NC 27607, and our telephone number is (800) 808-5150.
Our website address is www.bandwidth.com. Information contained on, or that can be accessed through, our website
does not constitute part of this Annual Report on Form 10-K.

Available Information

The following information can be found, free of charge, on our corporate website at
https://www.bandwidth.com/:

e our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all
amendments to those reports as soon as reasonably practicable after such material is electronically filed with or
furnished to the Securities and Exchange Commission (the “SEC”);

* our policies related to corporate governance, including our Code of Business Conduct and Ethics applicable to
our directors, officers and employees (including our principal executive officer and principal financial and
accounting officer), that we have adopted to meet applicable rules and regulations; and

* the charters of the Audit and Compensation Committees of our board of directors.
In addition, copies of our annual report will be made available, free of charge, upon written request.

We intend to satisfy the applicable disclosure requirements regarding amendments to, or waivers from,
provisions of our Code of Business Conduct and Ethics by posting such information on our website. The information
contained on, or that can be accessed through, our website is not incorporated by reference into this Annual Report on
Form 10-K and should not be considered part of this report.
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Item 1A. Risk Factors

A description of the risks and uncertainties associated with our business is set forth below. You should carefully
consider the risks and uncertainties described below, together with all of the other information in this Annual Report on
Form 10-K, including the section titled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and our consolidated financial statements and related notes appearing elsewhere in this Annual Report on
Form 10-K. The risks and uncertainties described below may not be the only ones we face. If any of the risks actually
occur, our business, financial condition, results of operations and prospects could be materially and adversely affected.
In that event, the market price of our Class A common stock could decline.

Risks Related to Our Business
Our future growth and the success of our expansion plans depend on a number of factors that are beyond our control.

We have grown our business considerably since inception, and cannot guarantee we will be able to maintain or
choose to target the same pace of growth in the future. Our success in achieving continued growth depends upon several
factors including:

e our ability to hire and retain qualified and effective personnel, including, but not limited to, those with the
expertise required to develop and maintain our service offerings, to sell those offerings and to operate our
business effectively;

* the overall economic health of new and existing markets;

* the number and effectiveness of competitors;

» the pricing structure under which we will be able to purchase services required to serve our customers;
*  our ability to successfully introduce new service offerings and maintain or enhance existing offerings;
* the availability to us of technologies needed to remain competitive;

» federal, state and international regulatory conditions, including the maintenance of regulation that protects us
from unfair business practices by traditional network service providers or others with greater market power who
have relationships with us as both competitors and suppliers; and

e changes in industry standards, laws, regulations, or regulatory enforcement in the United States and
internationally.

Our growth and financial health are impacted by a number of risks, including uncertain capital markets, recessionary
fears, high rates of inflation and higher interest rates.

In recent years, the financial markets in the United States have experienced substantial volatility in securities
prices, reduced liquidity and credit availability, rating downgrades of certain investments and declining values with
respect to others. If capital and credit markets continue to experience uncertainty, we may not be able to obtain debt or
equity financing or to refinance our existing indebtedness on favorable terms or at all, which could impair our ability to
execute on our strategy, and harm our financial performance. These conditions currently have not precluded us from
accessing credit markets or financing our operations, but there can be no assurance that financial markets and confidence
in major economies will not deteriorate.

In addition, we are vulnerable to changes in market preferences or other market changes, such as general
economic conditions, recession and fears of recession, interest rates, tax rates and policies, and inflation. In recent years,
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the United States has experienced higher rates of inflation and as a result, we may experience a compression in our gross
margins. These inflationary pressures could affect wages, the cost of and our ability to obtain components, the price of
our products and services, our ability to meet customer demand, and our gross margins and operating profit. Inflation
may further exacerbate other risks discussed in this “Risk Factors™ section, such as risks related to our sales and
marketing efforts and our ability to attract, motivate and retain sales, engineering and other key personnel. If we are
unable to successfully manage the effects of inflation, our business, operating results, cash flows and financial condition
may be adversely affected.

In an attempt to temper these higher rates of inflation, beginning in March 2022 the U.S. Federal Reserve steadily
raised its benchmark federal funds interest rate, resulting in a commensurate rise in interest rates across numerous
borrowing categories. This rise in interest rates may impact our ability to access debt capital on terms acceptable to us,
or at all.

The U.S. and global economies have in the past, and will in the future, experience recessionary periods and
periods of economic instability. During such periods, our existing and potential customers may choose not to expend the
amounts that we anticipate based on our expectations with respect to the addressable market for the services we offer.
There could also be a number of other effects from adverse general business and economic conditions on our business,
including insolvency of any of our third-party suppliers or contractors, decreased market confidence, decreased interest
in communications solutions, decreased discretionary spending and reduced customer demand for the services we offer,
any of which could have a material adverse effect on our business, financial condition and results of operations and
exacerbate some of the other risk factors contained in this Annual Report on Form 10-K.

Key vendors upon which we rely also could be unwilling or unable to provide us with the materials or services
that we need to operate our communications platform or otherwise on a timely basis or on terms that we find acceptable.
Our financial counterparties, insurance providers or others also may default on their contractual obligations to us. If any
of our key vendors fail, we may not be able to replace them without disruptions to, or deterioration of, our services and
we also may incur higher costs associated with new vendors. Transitioning to new vendors also may result in the loss of
the value of assets associated with our integration of third-party services into our network or service offerings.

Approximately half of our operating cash is maintained in deposit accounts with various financial institutions and is
not insured by the FDIC.

Approximately half of our operating cash is maintained in deposit accounts at various financial institutions and
is not insured by the FDIC. We believe we employ a reasonable strategy to diversify our cash deposits among financial
institutions. However, if any of the institutions into which our funds are deposited experience limited liquidity or
otherwise defaults or does not perform its obligations to depositors, we may not be able to access those funds in a timely
manner, or at all, which could adversely affect our business, financial condition or results of operations, and our
prospects.

The market in which we participate is highly competitive, and if we do not compete effectively, our business, results
of operations and financial condition could be adversely affected.

The market for cloud communications is rapidly evolving, significantly fragmented and highly competitive, with
relatively low barriers to entry in some segments. The principal competitive factors in our market include completeness
of our suite of service offerings, credibility with enterprises and developers, global reach, ease of integration and
programmability, product features, platform scalability, reliability, deliverability, security and performance, brand
awareness and reputation, the strength of sales and marketing efforts and customer support, as well as the cost of
deploying and using our services. Our competitors fall into two primary categories:
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e CPaaS companies that offer software APIs, less robust customer support and fewer other features, while relying
on third-party networks and physical infrastructure; and

* network service providers that offer limited developer functionality on top of their own networks and physical
infrastructure.

Some of our competitors and potential competitors are larger and have greater name recognition, longer
operating histories, more established customer relationships, greater penetration into the enterprise space, a larger global
reach, larger budgets and significantly greater resources than we do. In addition, they have the operating flexibility to
bundle competing products and services at little or no incremental cost, including offering them at a lower price as part
of a larger sales transaction. As a result, our competitors may be able to respond more quickly and effectively than we
can to new or changing opportunities, technologies, standards or customer requirements. In addition, some competitors
may offer services that address one or a limited number of functions at lower prices, with greater depth than our services
or in different geographies. Our current and potential competitors may develop and market new services with comparable
functionality to our services, which may force us to compete on price in order to remain competitive. In addition, some
of our competitors have lower list prices than us, which may be attractive to certain customers even if those services
have different or lesser functionality. If we are unable to maintain our current pricing due to competitive pressures, our
revenue and margins will be reduced and our business, results of operations and financial condition will be adversely
affected. Customers utilize our services in many ways and use varying levels of functionality that our services offer or
are capable of supporting or enabling within their applications. Customers using only limited functionality may be able
to more easily replace our services with competitive offerings. By contrast, customers using many of the features of our
services or using our services to support or enable core functionality for their applications may have difficulty or find it
impractical to replace our services with a competitor’s services.

With the introduction of new services and new market entrants, we expect competition to intensify in the future.
In addition, some of our customers choose to use both our services and our competitors’ services in order to provide
redundancy in their ability to deliver their own product offerings. Moreover, as we expand the scope of our services, we
may face additional competition.

If one or more of our competitors were to merge or partner with another of our competitors, this change in the
competitive landscape could further adversely affect our ability to compete effectively. In addition, pricing pressures and
increased competition generally could result in reduced revenue, reduced margins, increased losses or the failure of our
services to achieve or maintain widespread market acceptance, any of which could harm our business, results of
operations and financial condition.

Our current and potential competitors have developed and may develop in the future service offerings that are
available internationally. To the extent that customers seek service offerings that include support and scaling
internationally, they may choose to use other service providers to fill their communication service needs before we have
fully expanded and scaled our international offerings. Each of these factors could lead to reduced revenue, slower growth
and lower international brand name recognition amongst our industry competitors, any or all of which could harm our
business, results of operations and financial condition.

If we are unable to attract new customers in a cost-effective manner, then our business, results of operations and
financial condition would be adversely affected.

In order to grow our business, we must continue to attract new customers in a cost-effective manner. We use a
variety of marketing channels to promote our services and our communications platform, and we periodically adjust the
mix of our marketing programs. If the costs of the marketing channels we use increase dramatically, then we may choose
to use alternative and less expensive channels, which may not be as effective as the channels we currently use. As we
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add to or change the mix of our marketing strategies, we may need to expand into more expensive channels than those
we are currently in, which could adversely affect our business, results of operations and financial condition. We will
incur marketing expenses before we are able to recognize any revenue that the marketing initiatives may generate, and
these expenses may not result in increased revenue or brand awareness. We have made in the past, and may make in the
future, significant expenditures and investments in new marketing campaigns. We cannot assure you that any new
investments in sales and marketing, including any increased focus on enterprise sales efforts, will lead to the cost-
effective acquisition of additional customers or increased sales or that our sales and marketing efficiency will be
consistent with prior periods. If we are unable to maintain effective marketing programs, then our ability to attract new
customers could be materially and adversely affected.

The market for some of our services is new and unproven, may decline or experience limited growth and is dependent
in part on enterprises and developers continuing to adopt our platform and use our services.

We have been developing and providing a cloud-based platform that enables developers and organizations to
integrate voice and messaging communications capabilities into their software applications. This market is relatively
new and unproven and is subject to a number of risks and uncertainties. We believe that our future success will depend
in large part on the growth, if any, of this market. For example, the utilization of software APIs by developers and
organizations to build communications functionality into their applications is still relatively new, and developers and
organizations may not recognize the need for, or benefits of, our services and platform. And even if they recognize the
need for and benefits of our services and platform, they may decide to adopt alternative services and/or develop the
necessary services in-house to satisfy their business needs. In order to grow our business and expand our market position,
we intend to focus on educating enterprise customers about the benefits of our services and platform, expanding the
functionality of our services, and bringing new technologies to market to increase market acceptance and use of our
platform. Our ability to expand the market that our services and platform address depends upon a number of factors,
including the cost, performance and perceived value associated with such services and platform. The market for our
services and platform could fail to grow significantly or there could be a reduction in demand for our services and
platform as a result of a lack of customer acceptance, technological changes or challenges, our inability to successfully
introduce new product offerings, competing services and platforms, decreases in spending by current and prospective
customers, weakening economic conditions, geopolitical developments, global pandemics, adverse regulatory
developments or other causes. If our market does not experience significant growth or demand for our services and
platform decreases, then our business, results of operations and financial condition could be adversely affected.

Our ability to realize our goals for anticipated revenue growth, cash flow and operating performance depends on
customers increasing their use of our services, and any loss of customers or decline in their use of our services could
materially and adversely affect our business, results of operations and financial condition.

Customers generally are charged based on the usage of our services. Most of our customers do not have long-
term contractual financial commitments to us and, therefore, most of our customers may reduce or cease their use of our
services at any time without penalty or termination charges. We cannot accurately predict customers’ usage levels, and
the loss of customers or reductions in their usage levels of our services may each have a negative impact on our business,
results of operations and financial condition and may cause our net retention rate to decline in the future. If a significant
number of customers cease using, or reduce their usage of, our services, we may be required to spend significantly more
than planned on sales and marketing efforts to maintain or increase revenue from customers. Such additional sales and
marketing expenditures could adversely affect our business, results of operations and financial condition. More
specifically, if:

* we do not maintain or improve our current relationships with existing key customers;
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e we are not able to expand the available capacity on our network to meet our customers’ demands in a timely
manner;

* we do not develop and maintain relationships with new large enterprise customers; or

* our customers choose to obtain these services from one of our competitors or develop similar capabilities in-
house,

then we may be unable to increase or maintain our revenue at acceptable margins.

If we are unable to increase the revenue that we derive from enterprises, our business, results of operations and
financial condition may be adversely affected.

Our ability to expand our sales to enterprise customers will depend, in part, on our ability to effectively organize,
focus and train our sales and marketing personnel and to attract and retain sales personnel with experience selling to
enterprises. We believe there is significant competition for experienced sales professionals with the skills and technical
knowledge our business requires. Our ability to achieve significant revenue growth in the future will depend, in part, on
our ability to recruit, train and retain a sufficient number of experienced sales professionals, particularly those with
experience selling to enterprises. In addition, even if we are successful in hiring qualified sales personnel, new hires
require significant training and experience before they achieve full productivity, particularly for sales efforts targeted at
enterprises and new territories. Our recent hires and planned hires may not become as productive as quickly as we expect
and we may be unable to hire or retain sufficient numbers of qualified individuals in the future in the markets where we
do business.

The sales cycle for typical enterprise customers is lengthy and complex. The adoption and implementation of
our enterprise service offerings are often considered a strategic purchasing decision, and may require the approval of
multiple executive-level technical and business decision makers, including security, compliance, procurement,
operations and IT. In addition, enterprise customers often require extensive education about our services and significant
customer support time, engage in protracted pricing negotiations, and seek to secure readily available development
resources. Enterprise customers may also require deployment of our services on a limited basis prior to making a
commitment to deploy our services more broadly over a contracted period of time. These complex and resource-intensive
sales efforts could place outsized strain on our limited product and engineering resources.

Further, enterprise customers, including some of our customers, may choose to develop their own solutions in-
house that do not include our services. They also may demand reductions in pricing as their usage of our services
increases, which could have an adverse impact on our gross margin. We may not be successful in our efforts to grow our
enterprise customer base, and if we are unable to increase the revenue we derive from enterprises, then our business,
results of operations and financial condition may be adversely affected.

If we do not develop enhancements to our services and introduce new services that achieve market acceptance, our
business, results of operations and financial condition could be adversely affected.

Our ability to attract new customers and increase revenue from existing customers depends in part on our ability
to increase adoption and usage of our services, enhance and improve functionality of our existing services, and introduce
new services. The success of any enhancements or new services depends on several factors, including timely completion,
adequate quality testing, actual performance quality, market-accepted pricing levels and overall market acceptance.
Enhancements and new services that we develop may not be introduced in a timely or cost-effective manner, may contain
errors or defects, may have interoperability difficulties with our communications platform, network or other services, or
may not achieve the broad market acceptance necessary to generate significant revenue. We also must integrate with a
variety of network, hardware, mobile and software platforms and technologies, which requires us to adapt our
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communications platform and product offerings to changes and innovation in these technologies. Wireline and wireless
telephone providers, as well as cell-phone operating system providers such as Apple and Google, have developed, and
may in the future develop, new applications, functions or technologies intended to filter illegal robocalls or other
unwanted phone calls or messages. Such applications, functions or technologies may inadvertently filter legal and desired
calls or messages to or from our customers. In certain instances, we may need to update our services and technology to
work with these applications, functions or technologies. Any failure to operate effectively with evolving or new
technologies could reduce the demand for our services. If we cannot respond to these changes in a cost-effective manner,
our services may become less competitive or obsolete, and our business, results of operations and financial condition
could be adversely affected. To the extent that upgrades of existing products, services and technology are required for
the introduction of new services, the success of these upgrades also may be dependent on reaching mutually acceptable
terms with vendors and on vendors meeting their obligations in a timely manner.

Furthermore, our ability to increase the usage of our services depends, in part, on the development of new use
cases for our services, which may be outside of our control. Our ability to generate usage of additional services by our
customers may also require increasingly sophisticated and more costly sales efforts and result in a longer sales cycle. If
we are unable to successfully enhance our existing services to meet evolving customer requirements, increase adoption
and usage of our services or develop new services, or if our efforts to increase the usage of our services are more
expensive than we expect, then our business, results of operations and financial condition would be adversely affected.

We use Al in our business, and challenges with properly managing its use could result in reputational harm,
competitive harm, and legal liability, and adversely affect our results of operations.

We use Al in our business, and we continue to expand our research into and continued development of such
capabilities. We offer our customers the ability to integrate certain Al technologies developed by third parties into certain
of our offerings, and this integration capability is a prominent feature of our Maestro offering. Certain other features of
our products are also supported by third-party Al technologies.

In addition, we are exploring the use of Al to potentially improve our internal functions and operations. Our
competitors or other third parties may incorporate Al into their products and offerings, or use Al to gain internal
efficiencies, more quickly or more successfully than us, which could impair our ability to compete effectively and
adversely affect our business, reputation and results of operations.

As with many developing technologies, Al presents risks and challenges, and may result in unintended
consequences that could affect its further development, adoption, and use, and therefore our business. Deficiencies or
other failures of Al systems could subject us to competitive harm, cybersecurity events, regulatory action, penalties, legal
liability, or brand or reputational harm. Further, our customers may fail to provide adequate notice, collect consent, or
otherwise fail to comply with applicable legal frameworks in their use of our products and services, or integrated Al
products and services, which may subject us to regulatory action, private rights of action, legal liability, or brand or
reputational harm.

Al is an emerging technology for which the legal and regulatory landscape is not fully developed, including laws
and regulations around potential liability for breaching intellectual property or privacy regulations. Laws and regulations
applicable to Al are emerging and evolving, and the ultimate legal framework remains uncertain and may be inconsistent
from jurisdiction to jurisdiction, including internationally. We may not always be able to anticipate how to respond to
these legal frameworks, and our obligation to comply with the laws and regulations could entail significant costs,
negatively affect our business, or entirely limit our ability to incorporate certain Al capabilities into our offerings.
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As we continue to expand geographically and otherwise, we may experience difficulties in maintaining our corporate
culture, operational infrastructure and management, and our business, results of operations and financial condition
could be adversely affected.

We have experienced substantial expansion in our business, including internationally through our acquisition of
Voxbone in late 2020. We believe that our corporate culture has been a critical component of our success. We have
invested substantial time and resources in building our team and nurturing our culture. As we further expand our business
and continue to grow internationally, we may find it difficult to maintain our corporate culture. Any failure to manage
organizational changes in a manner that preserves the key aspects of our culture could hurt our chance for future success,
including our ability to recruit and retain personnel, and effectively focus on and pursue our corporate objectives. This,
in turn, could adversely affect our business, results of operations and financial condition.

In addition, our organizational structure has become more complex. In order to manage these increasing
complexities, we will need to continue to scale and adapt our operational, financial and management controls, and our
reporting systems and procedures. The expansion of our systems and infrastructure will require us to commit substantial
financial, operational and management resources before our revenue increases and without any assurances that our
revenue will increase.

This expansion could strain our ability to maintain reliable service levels for our customers. If we fail to achieve
the necessary level of efficiency in our organization as we grow, then our business, results of operations and financial
condition could be adversely affected.

Our pricing and billing systems are complex, and errors could adversely affect our results of operations.

Our pricing and billing systems are complex to develop and challenging to implement. To be profitable, we must
have accurate and complete information about the costs associated with voice and messaging, and properly incorporate
such information into our pricing model. Our pricing model must also reflect accurate and current information about the
market for our services, including the pricing of competitive alternatives for our services, as well as reliable forecasts of
traffic volume. We may determine pricing for our services based on data that is outdated or otherwise flawed. Even if
we have complete and accurate market information, we may not set prices that optimize both revenue and profitability.
If we price our services too high, the amount of traffic that our customers may route to our network may decrease and
accordingly our revenue may decline. If we price our services too low, our margins may be adversely affected, which
will reduce our ability to achieve and maintain profitability.

Additionally, we rely on third parties to provide us with key software and services for our billing. If these third
parties cease to provide those services to us for any reason, or fail to perform billing services accurately and completely,
we may not be able to deliver accurate invoices promptly. Delays in invoicing can lead to delays in revenue recognition,
and inaccuracies in our billing could result in lost revenue. If we fail to adapt quickly and effectively to changes affecting
our costs, pricing and billing, our profitability and cash flow will be adversely affected.

We must continue to develop effective business support systems to implement customer orders and to provide and bill
our customers for services.

We depend on our ability to continue to develop effective business support systems. This complicated
undertaking requires significant resources and expertise and support from third-party vendors. Following the
development of the business support systems, the data migration must be completed for the full benefit of the systems
to be realized. Business support systems are needed for:

* quoting, accepting and inputting customer orders for services;
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e provisioning, installing and delivering services;

e providing customers with direct access to the information systems included in our communications platform so
that they can manage the services they purchase from us, generally through web-based customer portals; and

* billing for services.

If we are not able to maintain and enhance our brand and increase market awareness of our company and services,
then our business, results of operations and financial condition may be adversely affected.

We believe that maintaining and enhancing our brand identity and increasing market awareness of our company
and services are critical to achieving widespread acceptance of our company and our communications platform,
strengthening our relationships with our existing customers, and attracting new customers. The successful promotion of
our brand depends largely on our continued marketing efforts, our ability to continue to offer high quality services
meeting the evolving needs of existing and prospective customers, and our ability to successfully differentiate our
services from competing products and services. Our brand promotion activities may not be successful or yield increased
revenue. In addition, independent industry analysts often provide reviews of our services and competing products and
services, which may significantly influence the perception of our services in the marketplace. If these reviews are
negative or not as strong as reviews of our competitors’ services, then our brand may be harmed.

From time to time, we have received customer complaints about our services, including with respect to pricing,
customer support, and disruption to, or outage of, our services. If we do not handle customer complaints effectively, then
our brand and reputation may suffer, our customers may lose confidence in us and they may reduce or cease their use of
our services. In addition, social media has become a widespread method by which consumers communicate about
products and services they purchase, including our services and communications platform. Our ability to generate
positive customer feedback and minimize negative feedback on social media channels where existing and potential
customers seek and share information is important to our brand and reputation. Complaints or negative publicity about
us, our services or our communications platform could materially and adversely affect our ability to attract and retain
customers, our business, results of operations and financial condition.

The promotion of our brand also requires us to make substantial expenditures, and we anticipate that these
expenditures will increase as our market becomes more competitive and as we expand into new markets. To the extent
that these activities increase revenue, this revenue still may not be enough to offset the increased expenses we incur. If
we do not successfully maintain and enhance our brand, then our business may not grow, we may see our pricing power
reduced relative to competitors and we may lose customers, all of which would adversely affect our business, results of
operations and financial condition.

Any failure to deliver and maintain high-quality customer support may adversely affect our relationships with our
customers and prospective customers, and could adversely affect our reputation, business, results of operations and
financial condition.

Many of our customers depend on our customer support team to help them deploy or use our services effectively,
to help them resolve post-deployment issues quickly and to provide ongoing support. If we do not devote sufficient
resources to, or are otherwise unsuccessful in, assisting our customers effectively, it could adversely affect our ability to
retain existing customers and could prevent prospective customers from adopting our services. We may be unable to
respond quickly enough to accommodate short-term increases in demand for customer support. We also may be unable
to modify the nature, scope and delivery of our customer support to compete with changes in the support services
provided by our competitors. Increased demand for customer support, without corresponding revenue, could increase
costs and adversely affect our business, results of operations and financial condition. Our sales are highly dependent on
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our business reputation and on positive recommendations from existing customers. Any failure to deliver and maintain
high-quality customer support, or a market perception that we do not maintain high-quality customer support, could
adversely affect our reputation, business, results of operations and financial condition.

We operate internationally, which exposes us to significant risks.

We have expanded our international operations, including through the deployment of data centers in certain
European locations and our acquisition of Voxbone in late 2020. As part of our growth strategy, we will continue to
evaluate potential opportunities for further international expansion.

Operating in international markets requires significant resources and management attention, and subjects us to
legal, regulatory, economic and political risks in addition to those we face in the United States. We have limited
experience with international operations, and further international expansion efforts may not be successful.

In addition, we face risks in doing business internationally that could adversely affect our business, including:

* exposure to international political developments that may cause instability for businesses and volatility in global
financial markets and the value of foreign currencies, any of which could disrupt trade and the sale of our services
in international markets;

« difficulties in managing and staffing international operations, including difficulties related to the increased
operations, travel, infrastructure, employee attrition and legal compliance costs associated with numerous
international locations;

* our ability to effectively price our products in competitive international markets;
« new and different sources of competition;

*  costs associated with network service providers outside of the United States;

* the need to adapt and localize our products for specific countries;

* challenges in understanding and complying with local laws, regulations and customs in multiple foreign
jurisdictions, particularly in the areas of telecommunications and data privacy and security;

* complexities related to differing technical standards, certification requirements and audit requirements outside
the United States, which could prevent customers from deploying our products or limit their usage;

e export controls and economic sanctions administered by the Bureau of Industry and Security of the U.S.
Department of Commerce and the Office of Foreign Assets Control of the U.S. Department of the Treasury;

» compliance with various anti-bribery and anti-corruption laws, such as the U.S. Foreign Corrupt Practices Act
and U.K. Bribery Act 2010;

* international trade policies, tariffs and other non-tariff barriers, such as quotas;
» more limited protection for intellectual property rights in some countries;

» adverse consequences relating to the complexity of operating in multiple international jurisdictions with
differing tax frameworks;
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» fluctuations in currency exchange rates, which could increase the price of our products outside of the United
States, increase the expenses of our international operations and expose us to foreign currency exchange rate
risk;

e currency control regulations, which might restrict or prohibit our conversion of other currencies into U.S. dollars;
e restrictions on the transfer of funds;
* deterioration of political relations between the United States and other countries;

e public health epidemics, such as COVID-19, or natural disasters, which could have an adverse impact on our
employees, contractors, customers, partners, travel and the global economy; and

» political or social unrest, acts of war or economic instability in a specific country or region in which we operate,
which could have an adverse impact on our operations in that location.

In addition, due to potential costs from our international expansion efforts and network service provider fees
outside of the United States, our gross margin for international customers may be lower than our gross margin for
domestic customers. As a result, our overall gross margin may fluctuate as we further expand our operations and customer
base internationally.

Our failure to manage any of these risks successfully could harm our international operations, and adversely
affect our business, results of operations and financial condition.

The military conflict between Russia and Ukraine, and the global response to this conflict, may adversely affect our
business and results of operations.

In response to the military conflict between Russia and Ukraine, the U.S., UK., EU and others imposed
significant additional sanctions and export controls against Russia and certain Russian individuals and entities, and we
terminated our service offerings in Russia and Belarus.

We have operations, as well as current and potential new customers, in several locations in Europe, including an
office in Romania. If the conflict extends beyond Ukraine or further intensifies, it could have an adverse impact on our
operations in Romania or other affected areas. Although neither Russia nor Belarus constituted a material portion of our
business, a significant escalation or further expansion of the conflict’s current scope or related disruptions to the global
markets could have a material adverse effect on our results of operations. And while we do not offer any services in
Ukraine, we continue to monitor the situation in that country and globally, and assess the military conflict’s potential
impact on our business.

Some of our revenue is concentrated in a limited number of customers.

A significant portion of our revenue is concentrated among a limited number of customers. If we lost one or
more of our top ten customers, or, if one or more of these major customers significantly decreased orders for our services,
our business would be materially and adversely affected.
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Attacks on or breaches of our networks or systems, or those of third parties upon which we rely, could degrade our
ability to conduct our business, compromise the integrity of our services and our communications platform, result in
service degradation or outages, significant data losses, the theft of our intellectual property, investigations by
government agencies and damage to our reputation, and could expose us to liability to third parties and require us to
incur significant additional costs to maintain the security of our networks and data.

We depend upon our IT systems to conduct virtually all of our business operations, ranging from our internal
operations and R&D activities to our marketing and sales efforts and communications with our customers and business
partners. Cyber-attacks, including through the use of malware, computer viruses, distributed denial of service (“DDoS”)
attacks, credential harvesting and other means for obtaining unauthorized access to or disrupting the operation of our
networks and systems and those of our suppliers, vendors and other service providers, could cause harm to our business,
including by misappropriating our proprietary information or that of our customers, employees and business partners or
to cause interruptions of our services and our communications platform. Cyber-attacks may cause service degradation
or outages, equipment failures, loss of information, including sensitive personal information of customers or employees
or valuable technical and marketing information, as well as disruptions to our or our customers’ operations. Cyber-attacks
against companies have increased in frequency, scope and potential harm in recent years. Further, the perpetrators of
cyber-attacks are not restricted to particular groups or persons. These attacks may be committed by company employees
or external actors operating in any geography, including jurisdictions where law enforcement measures to address such
attacks are unavailable or ineffective, and may even be launched by or at the behest of nation states.

Despite our efforts to reduce the risks associated with cyber-attacks, including the implementation of a number
of defensive measures and protocols designed to protect our systems and networks, there can be no assurance that our
cybersecurity risk management program and processes, including our policies, controls or procedures, will be fully
implemented, complied with or effective in protecting our systems and information, and such efforts may be insufficient
to repel or mitigate the effects of a major cyber-attack. Cybersecurity events, like the DDoS attack we experienced in
late 2021, may have cascading effects that unfold over time and result in additional costs, including costs associated with
defensive measures, investigations, contractual claims, performance penalties, litigation, the loss of future business and
other losses and liabilities that may be difficult to foresee. Any perception by existing and prospective customers that
our network and systems are not secure could result in a material loss of business and revenue and damage our reputation.
We will continue to deploy security enhancements in an effort to further secure our network.

The techniques used by individuals or entities to access, disrupt or sabotage devices, systems and networks
change frequently and may not be recognized until launched against a target. We may be unable to anticipate these
techniques, and we may not become aware in a timely manner of a security breach, which could exacerbate the negative
impact of such an event on our business or that of our customers. Additionally, we depend upon our employees and
contractors to appropriately handle confidential and sensitive data, including customer data and customer proprietary
network information pursuant to applicable federal law, and to deploy our IT resources in a safe and secure manner that
does not expose our network systems to security breaches or the loss of data. Any data security incidents, including
inadvertent disclosure or internal malfeasance by our employees, unauthorized access or usage, virus or similar breach
or disruption of us or our services providers, could result in a loss of confidential information, theft of our intellectual
property, damage to our reputation, loss of customers, litigation, regulatory investigations, fines, penalties and other
liabilities.

Our existing general liability and cyber liability insurance policies may not cover, or may cover only a portion
of, any potential claims related to cyber incidents or security breaches that we experience or may not be adequate to
indemnify us for all or any portion of liabilities that may be imposed. We also cannot be certain that our existing insurance
coverage will continue to be available on acceptable terms or in amounts sufficient to cover the potentially significant
losses that may result from a security incident or breach or that the insurer will not deny coverage of any future claim.
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Many global insurance carriers now exclude coverage for attacks carried out by nation-states from their cyber insurance
policies. Accordingly, if our cybersecurity measures and those of our service providers fail to protect against
unauthorized access, attacks (which may include sophisticated cyber-attacks) and the mishandling of data by our
employees and contractors, then our reputation, business, results of operations and financial condition could be adversely
affected.

We are currently subject to litigation related to taxes and charges associated with our provision of 911 services, which
could divert management’s attention and adversely affect our results of operations.

We, along with many other telecommunications companies and similar service providers, currently are subject
to litigation regarding our billing, collection and remittance of non-income-based taxes and other similar charges
regarding 911 services alleged to apply in certain states, counties, and municipalities located in California, Illinois and
New York. See “Part I, [tem 3. Legal Proceedings,” in this Annual Report on Form 10-K. We may face similar litigation
in other jurisdictions in the future. While we are vigorously defending these lawsuits, litigation is inherently uncertain.
Tax assessments, penalties and interest or future requirements arising from these lawsuits, the settlement of any such
lawsuit or any other lawsuits that may arise in other jurisdictions, may adversely affect our business, results of operations
and financial condition.

We face a risk of litigation and/or regulatory enforcement actions resulting from customer or end user misuse of our
services and software to make or send unauthorized and/or unsolicited calls and/or messages, including those in
violation of the TCPA, the TSR, and other state and federal laws. Customer or end user misuse of our services and
software also could damage our reputation.

Calls and/or text messages originated or passed to us by our customers may subject us to potential risks, including
litigation, civil liability, regulatory enforcement actions, fines, and reputational damage. For example, the TCPA restricts
telemarketing and the use of technologies that enable automatic calling and/or messaging without proper customer
consent. In addition, the TSR prohibits deceptive and abusive telemarketing practices. The TSR, which is enforced by
the FTC, makes it unlawful for any person or entity to “provide substantial assistance or support to any seller or
telemarketer when that person knows or consciously avoids knowing that the seller or telemarketer is engaged in any act
or practice” that violates the TSR.

The misuse of our offerings by our customers, or customers of our customers, may result in civil claims and/or
enforcement actions against us, including those arising due to misuse of our platform or offerings, and requests for
information through third-party subpoenas or regulatory investigations. For example, we have received correspondence
from the FTC relating to customers using our network to transit “robocall” traffic. We have received similar
correspondence from the FCC relating to our role as a gateway provider. Internationally, we also may become subject to
similar laws imposing limitations on marketing calls to wireline and wireless numbers. The scope and interpretation of
the laws that are or may be applicable to the making and/or delivery of calls and/or messages are continuously evolving
and developing. If we do not comply with these laws or regulations or if we become liable under these laws or regulations
due to the failure of our customers to comply with these laws by taking mandatory actions such as obtaining proper
customer consent, we could become subject to lawsuits, fines, civil penalties, potentially significant statutory damages,
consent decrees, injunctions, adverse publicity, loss of user confidence in our services, loss of users and other adverse
consequences, which could materially harm our business.

Some of our customers, or customers of our customers, may use our platform to transmit illegal, offensive,
unsolicited and/or unauthorized calls and messages, including spam, phishing scams, and links to harmful applications.
Some of our customers also may reproduce and distribute copyrighted material or the trademarks of others without
permission. Such actions violate our practices and policies, including our Acceptable Use Policy, which applies to all
customers. We generally complete considerable “know-your-customer” reviews before a customer, and in certain
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jurisdictions, an end user, can use our platform, although we cannot always conduct proactive audits of our customers
thereafter to confirm compliance with our practices and policies, including our Acceptable Use Policy. We generally rely
on our customers’ contractual representations to us that their use of our platform will comply with applicable law and
our practices and policies. In cases where our customers are reselling our services, we are relying on a contractual pass-
through by our customers of similar contractual representations from their end users. We also generally evaluate
complaints that we receive regarding our customers’ use of our platform. Our substantial efforts will not prevent all
illegal robocalls and other fraudulent activity. The unlawful or fraudulent use of our platform could subject us to claims
for damages, copyright or trademark infringement, regulatory enforcement, fraud, or negligence or damage our
reputation. Even if claims asserted against us do not result in liability, we may incur substantial costs to investigate and
defend such claims. If we are found to be liable for our customers’ activities, we could be required to pay fines or
penalties, redesign our business methods, limit our provision of certain services or otherwise expend resources to remedy
any damages caused by such actions and avoid future liability.

We are also subject to litigation in the ordinary course of business, and uninsured judgments or a rise in insurance
premiums may adversely affect our results of operations.

In the ordinary course of business, we are subject to various claims and litigation. Any such claims, regardless
of merit, could be time-consuming and expensive to defend and could divert management’s attention and resources. In
accordance with customary practice, we maintain insurance against some, but not all, of these potential claims. We may
elect not to obtain insurance if we believe that the cost of available insurance is excessive relative to the risks presented.
The levels of insurance we maintain may not be adequate to fully cover any and all losses or liabilities. Further, we may
not be able to maintain insurance at commercially acceptable premium levels or at all. If any significant judgment, claim
(or a series of claims), a settlement or other event is not fully insured or indemnified against, it could have a material
adverse impact on our business, financial condition and results of operations. There can be no assurance as to the actual
amount of these liabilities or the timing thereof. We cannot be certain that the outcome of current or future litigation will
not have a material adverse impact on our business and results of operations. See “Part I, Item 3. Legal Proceedings,” in
this Annual Report on Form 10-K.

The communications industry faces significant regulatory uncertainties and the resolution of these uncertainties
could harm our business, results of operations and financial condition.

If current or future regulations change, the Federal Communications Commission (the “FCC”), state regulators
or regulators in other jurisdictions may not grant us required regulatory authorizations or may take action against us if
we are found to have provided services without obtaining the necessary authorizations, or to have violated other
requirements of their rules and orders. Delays in receiving required regulatory approvals or the enactment of new adverse
regulation or regulatory requirements may slow our growth and have a material adverse effect on our business, results
of operations and financial condition.

Proceedings before the FCC or regulators from international jurisdictions could limit our access to various
network services or further increase the rates we must pay for such services. For example, proceedings before the FCC
could result in an increase in the amount we pay to other carriers or a reduction in the revenue we derive from other
carriers in, or retroactive liability for, access charges and reciprocal compensation. On December 17, 2019, the FCC
issued an order that revised its interpretation of the Voice-over Internet Protocol (“VoIP”’) symmetry rule. The FCC now
concludes that LECs may assess end office switched access charges only if the LEC or its VoIP partner provides a
physical connection to the last-mile facilities used to serve an end user. If neither the LEC nor its VoIP partner provides
such a physical connection, the LEC may not assess end office switched access charges. The FCC also decided to give
its order retroactive effect. We cannot predict the impact this FCC order may have on our business, including whether
other carriers will agree with our legal interpretations and treatments, at this time. Other proceedings before the FCC
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could also result in increases in the cost of regulatory compliance. For example, the FCC continues to examine how to
improve the delivery of emergency 911 services and whether to expand requirements to include communications services
not currently subject to emergency calling obligations. A number of states also have proceedings pending that could
impact our access to and the rates we pay for network services. Other state proceedings could limit our pricing and billing
flexibility. Our business would be substantially impaired if the FCC, the courts, state commissions, or interconnected
carriers eliminated our access to the facilities and services we use to serve our customers, substantially increased the
rates we pay for facilities and services, increased the costs or complexity associated with providing emergency 911
services or adversely affected the revenue we receive from other carriers or our customers. In addition, congressional
legislative efforts to rewrite the Telecommunications Act of 1996 or enact other telecommunications legislation such as
the TRACED Act, as well as various state legislative initiatives, may cause major industry and regulatory changes. We
cannot predict the outcome of these proceedings or legislative initiatives or the effects, if any, that these proceedings or
legislative initiatives may have on our business and operations.

While we believe we comply in all material respects with all material federal, state, local and international rules
and regulations, these regulations are subject to interpretation and the relevant regulators may determine that our
application of these rules and regulations is not consistent with their interpretation. Additionally, third parties or
government agencies may bring action with federal, state, local or international regulators if they believe a provider has
breached applicable rules and regulations.

The effects of increased regulation of IP-based service providers are unknown.

While the FCC has generally subjected IP-based service providers in the United States to less stringent regulatory
oversight than traditional common carriers, the FCC has imposed certain regulatory obligations on providers of
interconnected and non-interconnected VoIP services, including the obligations to contribute to the Universal Service
Fund, to provide 911 services, and to comply with the Communications Assistance for Law Enforcement Act. The
TRACED Act aims to mitigate illegal robocalls by directing the FCC to conduct certain rulemaking proceedings that
include adopting rules that require participation in the technical standard known as STIR/SHAKEN, among other
requirements. For large carriers operating in the United States, IP-based network equipment and the IP services that
operate on such equipment were required to support the STIR/'SHAKEN framework as of June 30, 2021. We previously
reported that we had a small subset of services and customer accounts that operated on legacy IP equipment that was not
STIR/SHAKEN capable prior to the prescribed deadline; however, that equipment was retired in 2022 and we are
currently in compliance with STIR/SHAKEN requirements. While additional countries have adopted or are expected to
adopt the STIR/SHAKEN framework, other countries may seek to impose alternative regulatory obligations in an effort
to mitigate illegal robocalling.

Noncompliance with applicable FCC, FTC, state public utility corporations, or other regulations or requirements
could subject us to investigations, sanctions, enforcement actions, fines, consent decrees or other collateral
consequences. If any governmental sanctions or fines are imposed, our business, results of operations, and financial
condition could be materially adversely affected. In addition, responding to any governmental action will likely result in
a diversion of management’s attention and resources and an increase in professional fees.

Our operations are subject to significant regulation and require us to obtain and maintain numerous governmental
licenses and permits in the United States and internationally. If we fail to obtain and maintain those licenses and
permits, we may not be able to conduct our business. Moreover, changes in regulatory requirements could
significantly increase our costs or otherwise adversely affect our operations.

In the ordinary course of operating our network and providing our services, we must obtain and maintain a
variety of telecommunications and other licenses, permits and authorizations. We also must comply with a variety of
ongoing regulatory obligations. If we are unable to obtain and maintain the licenses and permits needed to operate and
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expand our network on acceptable terms and on a timely basis, our business could be materially adversely affected. In
addition, the cancellation or non-renewal of the licenses or permits we hold could materially adversely affect our
business. Our failure to comply with the obligations imposed upon license and permit holders, including the payment of
fees, may cause sanctions or additional costs, including the revocation of authority to provide services.

Our operations are subject to regulation at the country, state and local levels. Changes to existing regulations or
rules, or the failure of regulatory agencies to regulate in areas historically regulated on matters such as network neutrality,
licensing fees, environmental, health and safety, privacy, intercarrier compensation, emergency services, interconnection,
illegal robocalling, extraterritorial use of telephone numbers, and other areas, in general or particular to our industry,
may increase uncertainty, increase costs, restrict operations or decrease revenue.

Our inability or failure to comply with telecommunications and other laws and regulations could cause the
temporary or permanent suspension of our operations. For example, we have received correspondence from the FCC
relating to traffic transmitted by us as a gateway provider on behalf of overseas providers. Under FCC rules, gateway
providers must take reasonable and effective steps to ensure that any foreign originating or intermediate providers are
not using a gateway provider to carry or process a high volume of illegal traffic onto U.S. networks. Any failure to abide
by these rules may result in enforcement action, up to and including an order from the FCC directing voice providers to
block traffic from an identified gateway provider.

In addition, if we cannot provide emergency calling functionality through our communications platform to meet
any applicable federal, state or international requirements, the competitive advantages that we have may not persist,
adversely affecting our ability to obtain and to retain enterprise customers which could have an adverse impact on our
business.

We are subject to communications laws and regulations in the non-U.S. countries where we offer our services.
Numerous country-specific laws and governmental regulations apply to our business and may increase our costs, impact
our products and communications platform or prevent us from offering or providing our products in certain countries.
Many existing non-U.S. laws and regulations may not fully contemplate CPaaS solutions and the interpretation and
enforcement of non-U.S. laws and regulations may involve significant uncertainties. For example, several European
countries have adopted “know your customer” requirements regarding end users and have mandated the real-time
provisioning of data to national law enforcement authorities’ systems.

In January 2018, the FCC released an order that repealed its previous Network Neutrality Rules. Our business could
suffer with respect to the quality of the services we offer, our ability to maintain our internet-based services and our
services offered through our communications platform, a reduction in our profitability or an increase in the price of
our services making our offerings less competitive in the marketplace.

In January 2018, the FCC released an order largely repealing its network neutrality rules (the “Order”). Among
other things, the pre-existing network neutrality rules prevented providers of broadband internet access services—like
cable and telephone companies—from blocking, impairing and degrading service offerings from non-affiliated third
parties like us. In 2019, the U.S. Court of Appeals for the District of Columbia Circuit largely affirmed the Order, but
vacated the portion of the Order that would bar states from imposing any rule or requirement inconsistent with the FCC’s
order. In April 2022, after losing an appeal before the U.S. Circuit Court of Appeals for the 9th Circuit, California’s state
law establishing net neutrality went into effect. Since then, a number of states have adopted legislation that results in
restoring the pre-existing network neutrality rules. If broadband providers were to block, impair or degrade our internet-
based services or services we offer through our communications platform, or were to charge us or our customers to
access and use our internet-based services or services offered through our communications platform, we could lose
customers and our business could be materially adversely affected. Most major broadband internet access providers have
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publicly stated they will not block, impair or degrade third party offerings. We cannot predict the potential impact of any
future efforts to restore Net Neutrality at the federal level.

Our business is subject to complex and evolving laws and regulations, commercial standards, contractual obligations
and other requirements related to information collection.

We are subject to various federal, state, local and foreign laws and regulations, contractual commitments and
industry standards that create obligations and impose restrictions with respect to the collection, storage, retention, use,
processing, transmission, sharing, disclosure and protection of personal data and other customer data, including
“customer proprietary network information” as defined in applicable U.S. laws. We must comply with these obligations
and restrictions and may be subject to significant consequences, including penalties and fines, if we fail to comply. These
obligations and restrictions continue to develop and evolve rapidly, and it is possible that we may not be, or may not
have been, compliant with each such obligation and restriction.

The complexity and evolving nature of these obligations and restrictions subject us to the risk of differing
interpretations, inconsistency or conflicts among countries or rules, and creates uncertainty regarding their application
to our business. Uncertainty and changes in the requirements of multiple jurisdictions may increase the cost of
compliance, delay or reduce demand for our services, restrict our ability to offer services in certain locations, impact our
customers’ ability to utilize our services in certain jurisdictions, or subject us to sanctions by national data protection
regulators, all of which could harm our business, financial condition and results of operations.

These obligations and restrictions may limit our ability to collect, store, process, use, transmit and share data
with our customers, employees, consultants and third-party providers, which may result in our inability in certain cases
to provide services to our customers or to offer a global customer experience. These obligations may also limit the
ability of our customers to collect, store, retain, protect, use, process, transmit, share and disclose data with others through
our services. Compliance with, and other burdens imposed by, such obligations and restrictions could increase the cost
of our operations and adversely impact our business.

Any failure to comply with these obligations and restrictions or our own posted privacy policies and notices, or
any security incident that results in a personal data breach or the unauthorized access to, or the acquisition, release or
transfer of, other customer data, could subject us to investigations, proceedings or actions against us by governmental
entities or others, lawsuits, fines, criminal penalties, statutory damages, consent decrees, injunctions, adverse publicity,
contractual liability, civil liabilities, loss of customer confidence, damage to our brand and reputation or a loss of
customers, any of which could materially harm our business.

If we were to suffer or if one of our customers or vendors were to suffer a personal data breach or other security
incident, we may be subject to the jurisdiction of a variety of governmental agencies. We may have to comply with a
variety of data breach requirements at the national and state levels in the United States and in other countries, comply
with any resulting investigations, as well as offer mitigation to customers and potential end users of certain customers to
which we provide services. We could also be subject to fines, forfeitures and other penalties that may adversely impact
our business.

From time to time, various federal, state and foreign legislative or regulatory bodies may enact new or additional
laws and regulations concerning data-protection issues. For example, certain laws or regulations may mandate disclosure
of customer information to domestic or international law enforcement bodies, which could adversely impact our
business, our brand or our reputation with customers and may not always provide a level of protection for such
information that is required by other laws or regulations. In other cases, some countries may limit the transfer of personal
data or require that that personal data regarding customers in their country be maintained solely in their country. Having
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to maintain local data centers and redesign product, service and business operations to limit the processing of personal
data to within individual countries could increase our operating costs significantly.

Additionally, some of our third-party vendors may have access to customer, end user or employee data. If these
third-party vendors violate obligations and restrictions related to applicable data protection laws or our policies or
contractual commitments, such violations may also put us, or data relating to our customers, end users or employees, at
risk and could in turn have a material and adverse effect on our business.

Our business could suffer if we cannot obtain or retain local or toll-free numbers, are prohibited from obtaining local
or toll-free numbers, or are limited to distributing local or toll-free numbers to only certain customers.

Our future success depends on our ability to procure large quantities of local and toll-free numbers to meet
customer demands at reasonable cost and without undue restrictions. Our ability to procure and distribute numbers
depends on factors outside of our control, such as regulations, the practices of the communications carriers that provide
numbers to us in certain jurisdictions, the cost of obtaining and managing numbers and the level of demand for new
numbers. Due to their limited availability, there are certain popular area code prefixes and specialized numbers that we
may not be able to obtain in desired quantities. Our inability to acquire or retain numbers would make our services,
including our communications platform, less attractive to potential customers that desire assignments of particular
numbering resources. In addition, future growth of our customer base, together with growth of customer bases of other
providers of communications services, has increased, which increases our dependence on needing large quantities of
local and toll-free numbers associated with desirable area codes or specific toll-free numbering resources at a reasonable
cost and without undue restriction. If we are not able to obtain or retain adequate local and toll-free numbers, or attractive
subsets of such resources, our business, results of operations and financial condition could be materially adversely
affected.

In addition, in order to procure, distribute and retain telephone numbers in certain foreign jurisdictions, we will
be required to register with the local telecommunications regulatory authorities, some of which have been increasingly
monitoring and regulating the categories of phone numbers that are eligible for provisioning to our customers, including
geographical, regional, local and toll-free phone numbers. We have obtained licenses or are obtaining licenses in various
countries in which we do business, but in some countries, the regulatory regime around provisioning of phone numbers
is unclear, subject to change, and may conflict from jurisdiction to jurisdiction. Furthermore, these regulations and
governments’ approach to their enforcement, as well as our products and services, are evolving and we may be unable
to maintain compliance with applicable regulations, or enforce compliance by our customers, on a timely basis or without
significant cost. Also, compliance with these regulations may require changes in products or business practices that result
in reduced revenue. If we or our customers use or assign phone numbers in these countries in a manner that violates
applicable rules and regulations, we may also be subject to significant penalties or governmental action, including
government-initiated audits and, in extreme cases, may be precluded from doing business in that particular country. In
the event of non-compliance, we may be forced to reclaim phone numbers from our customers, which could result in
loss of customers, breach of contract claims, loss of revenue and reputational harm, all of which could have a material
adverse effect on our business, results of operations and financial condition.

We may be exposed to liabilities under anti-corruption, export control and economic sanction regulations, and similar
laws and regulations, and any determination that we violated any of these laws or regulations could have a material
adverse effect on our business.

We are subject to the Foreign Corrupt Practices Act (“FCPA”), the U.K. Bribery Act and other laws that prohibit
improper payments or offers of payments to foreign governments and their officials, political parties, and/or private
parties by persons and entities for the purpose of obtaining or retaining business. Our international activities create the
risk of unauthorized payments or offers of payments by one of our employees or consultants, even though these parties
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are not always subject to our control. Our policies prohibit these practices by our employees and consultants, although
our existing safeguards and any future improvements may prove to be less than effective, and our employees or
consultants may engage in conduct for which we might be held responsible. Violations of the FCPA, the U.K. Bribery
Act or other laws may result in severe criminal or civil sanctions, and we may be subject to other liabilities, which could
negatively affect our business, operating results, and financial condition.

Our products and services may be subject to export control and economic sanctions regulations, including the
U.S. Export Administration Regulations, U.S. Customs regulations and various economic and trade sanctions regulations
administered by the U.S. Treasury Department’s Office of Foreign Assets Control. Our products and services must be
offered and sold in compliance with these laws and regulations. If we do not comply with these laws or regulations or if
we become liable under these laws or regulations due to the failure of our customers to comply with these laws by
obtaining proper consent, we could face liability. In addition, changes in our products or services, changes in applicable
regulations, or change in the target of such regulations, could also result in decreased use of our products and services,
or in our decreased ability to sell our products or provide our services to existing or prospective customers with
international operations. Any decreased use of our products and services or limitation on our ability to export our
products and provide our services could adversely affect our business, results of operations and financial condition.

Intellectual property and proprietary rights of others could prevent us from using necessary technology to provide
our services or subject us to expensive intellectual property litigation.

If technology that we require to provide our services, including our communications platform, was determined
by a court to infringe a patent held by another entity that will not grant us a license on terms acceptable to us, we could
be precluded by a court order from using that technology and we would likely be required to pay significant monetary
damages to the patent holder. The successful enforcement of these patents, or our inability to negotiate a license for these
patents on acceptable terms, could force us to cease (i) using the relevant technology and (ii) offering services
incorporating the technology. If a claim of infringement was brought against us based on the use of our technology or
against our customers based on their use of our services for which we are obligated to indemnify, we could be subject to
litigation to determine whether such use or sale is, in fact, infringing. This litigation could be expensive and distracting,
regardless of the outcome.

While our own limited patent portfolio may deter other operating companies from bringing such actions, patent
infringement claims may also be asserted by patent holding companies, which do not use technology and whose sole
business is to enforce patents against operators, such as us, for monetary gain. Because such patent holding companies,
commonly referred to as patent “trolls,” do not provide services or use technology, the assertion of our own patents by
way of counter-claim would be largely ineffective.

Our use of open source software could negatively affect our ability to sell our services and subject us to possible
litigation.

Our services, including our communications platform, incorporate open source software, and we expect to
continue to incorporate open source software in our services in the future. Few of the licenses applicable to open source
software have been interpreted by courts, and there is a risk that these licenses could be construed in a manner that could
impose unanticipated conditions or restrictions on our ability to commercialize our services, including our
communications platform. Moreover, although we have implemented policies to regulate the use and incorporation of
open source software into our services, we cannot be certain that we have not incorporated open source software in our
services in a manner that is inconsistent with such policies. If we fail to comply with open source licenses, we may be
subject to certain requirements, including requirements that we offer our services that incorporate the open source
software for no cost, that we make available source code for modifications or derivative works we create based upon,
incorporating or using the open source software and that we license such modifications or derivative works under the
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terms of applicable open source licenses. If an author or other third-party that distributes such open source software were
to allege that we had not complied with the conditions of one or more of these licenses, we could be required to incur
significant legal expenses defending against such allegations and could be subject to significant damages, enjoined from
generating revenue from customers using services that contained the open source software and required to comply with
onerous conditions or restrictions on these services. In any of these events, we and our customers could be required to
seek licenses from third parties in order to continue offering our services and to re-engineer our services or discontinue
offering our services to customers in the event re-engineering cannot be accomplished on a timely basis. Any of the
foregoing could require us to devote additional R&D resources to re-engineer our services, could result in customer
dissatisfaction and may adversely affect our business, results of operations and financial condition.

Indemnity provisions in various agreements potentially expose us to substantial liability for intellectual property
infringement and other losses.

Our agreements with customers and other third parties typically include indemnification or other provisions
under which we agree to indemnify or are otherwise liable to them for losses suffered or incurred as a result of claims of
intellectual property infringement, damages caused by us to property or persons or other liabilities relating to or arising
from our services or platform or other acts or omissions. The term of these contractual provisions often survives
termination or expiration of the applicable agreement. Large indemnity payments or damage claims from contractual
breach could harm our business, results of operations and financial condition. Although we normally contractually limit
our liability with respect to such obligations, we may still incur substantial liability related to them. Any dispute with a
customer with respect to such obligations could have adverse effects on our relationship with that customer and other
current and prospective customers, reduce demand for our services and adversely affect our business, results of
operations and financial condition.

If we fail to protect our internally developed systems, technology and software and our patents and trademarks, we
may become involved in costly litigation or our business or brand may be harmed.

Our ability to compete effectively is dependent in large part upon the maintenance and protection of systems and
software that we have developed internally, including some systems and software based on open standards. We cannot
patent much of the technology that is important to our business. In addition, any pending patent applications may not be
granted, and any issued patent that we own may be challenged, narrowed, invalidated or circumvented. To date, we have
relied on patent, copyright and trade secret laws, as well as confidentiality procedures and licensing arrangements, to
establish and protect our rights to our technology. While we typically enter into confidentiality agreements with our
employees, consultants, customers, and vendors in an effort to control access to and distribution of technology, software,
documentation and other information, these agreements may not effectively prevent disclosure of confidential
information and may not provide an adequate remedy in the event of unauthorized disclosure of confidential information.
Despite these precautions, it may be possible for a third party to copy or otherwise obtain and use our technology without
authorization. In addition, others may independently discover trade secrets and proprietary information, and in such cases
we could not assert any rights against such party. Policing unauthorized use of our technology is difficult. The steps we
take may not prevent misappropriation of the technology we rely on. In addition, effective protection may be unavailable
or limited in some jurisdictions outside the United States. Litigation may be necessary in the future to enforce or protect
our rights or to determine the validity and scope of the rights of others. That litigation could cause us to incur substantial
costs and divert resources away from our daily business, which in turn could adversely affect our business, results of
operations and financial condition.

The unlicensed use of our brands by third parties could harm our reputation, cause confusion among our
customers or impair our ability to market our services. Accordingly, we have registered trademarks and service marks
and have applied for registration of our trademarks and service marks in the United States and certain jurisdictions
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outside the United States to establish and protect our brand names as part of our intellectual property strategy. The laws
of some countries do not protect intellectual property and other proprietary rights to the same extent as the laws of the
United States. Our exposure to unauthorized copying, transfer and use of our proprietary technology or information may
increase as we expand our international operations. We cannot assure you that our pending or future trademark
applications will be approved. Although we anticipate that we would be given an opportunity to respond to any such
rejections, we may be unable to overcome any such rejections. In addition, in proceedings before the U.S. Patent and
Trademark Office third parties are given an opportunity to oppose pending trademark applications and seek to cancel
registered trademarks. Opposition or cancellation proceedings may be filed against our trademarks, and our trademarks
may not survive such proceedings. In the event that our trademarks are successfully challenged, we could be forced to
rebrand our services, which could result in loss of brand name recognition. Moreover, successful opposition to our
applications might encourage third parties to make additional oppositions or commence trademark infringement
proceedings against us, which could be costly and time consuming to defend against. If we decide to take limited or no
action to protect our trademarks, our trademark rights may be diluted and subject to challenge or invalidation, which
could materially and adversely affect our brand in the marketplace. Certain of the trademarks we may use may become
so well known by the public that their use becomes generic and they lose trademark protection. Over the long term, if
we are unable to establish name recognition based on our trademark and tradenames, then we may not be able to compete
effectively and our business may be adversely affected. Further, we cannot assure you that competitors will not infringe
our trademarks or that we will have adequate resources to enforce our trademarks.

We may be liable for the information that content owners or distributors distribute over our network.

The law relating to the liability of private network operators for information carried on or disseminated through
their networks remains unsettled. While we disclaim any liability for third-party content in our services agreements, we
may become subject to legal claims relating to the content disseminated on our network, even though such content is
owned or distributed by our customers or a customer of our customers. For example, lawsuits may be brought against us
claiming that material distributed using our network was inaccurate, offensive or violated the law or the rights of others.
Claims could also involve matters such as defamation, invasion of privacy and copyright infringement. In addition, the
law remains unclear over whether content may be distributed from one jurisdiction, where the content is legal, into
another jurisdiction, where it is not. Companies operating private networks have been sued in the past, sometimes
successfully, based on the nature of material distributed, even if the content is not owned by the network operator and
the network operator has no knowledge of the content or its legality. It is not practical for us to monitor all of the content
distributed using our network. We may need to take costly measures to reduce our exposure to these risks or to defend
ourselves against such claims, which could adversely affect our results of operations and financial condition.

Third parties may fraudulently use our name to obtain access to customer accounts and other personal information,
use our services to commit fraud or steal our services, which could damage our reputation, limit our growth or cause
us to incur additional expenses.

Our customers may have been subject to “phishing,” which occurs when a third party calls or sends an email or
pop-up message to a customer that claims to be from a business or organization that provides services to the customer.
The purpose of the inquiry is typically to encourage the customer to visit a bogus website designed to look like a website
operated by the legitimate business or organization or provide information to the operator. At the bogus website, the
operator attempts to trick the customer into divulging customer account or other personal information such as credit card
information or to introduce viruses through “Trojan horse” programs to the customers’ computers. This could result in
identity theft from our customers and the unauthorized use of our services. Third parties also have used our
communications services to commit fraud. If we are unable to detect and prevent “phishing” and other similar methods,
use of our services for fraud and similar activities, our brand reputation and growth may suffer and we may incur
additional costs, including costs to increase security, or be required to credit significant amounts to customers.
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Third parties also have used our communications services without paying, including by submitting fraudulent
credit information and fraudulent credit card information. This has resulted in our incurring the cost of providing the
services, including incurring call termination fees, without any corresponding revenue. We have implemented anti-fraud
procedures in order to limit the expenses resulting from theft of service. If our procedures are not effective, theft of
service could significantly increase our expenses and adversely affect our business, results of operations and financial
condition.

If our customers or their end users do not accept the differences between our service and traditional telephone service,
they may choose to remain with their current telephone service provider or may choose to return to service provided
by traditional network service providers.

Aspects of our services based on VoIP, including our communications platform, are not the same as traditional
network service providers. Our continued growth is dependent on the adoption of our services by mainstream customers
and their end users, so these differences are important. For example:

e Our911 calling and other emergency calling services are different, in significant respects, from the 911 and other
emergency calling services associated with traditional wireline and wireless telephone providers and, in certain
cases, with other VoIP providers.

* In the event of a power loss or Internet access interruption experienced by a customer, our service may be
interrupted.

e Our customers’ end users may experience lower call quality than they are used to from traditional wireline or
wireless telephone companies, including static, echoes and delays in transmissions.

e Our customers’ end users may not be able to call premium-rate telephone numbers such as 1-900 numbers and
976 numbers.

We may lose customers if we experience failures of our system or communications platform that significantly disrupt
the availability and quality of the services that we provide. Such failures may also cause interruptions to service
delivery and the completion of other corporate functions.

Our operations depend on our ability to limit and mitigate interruptions or degradation in service for customers.
Interruptions in service or performance problems, for whatever reason, could undermine our customers’ confidence in
our services and cause us to lose customers or make it more difficult to attract new ones. Because many of our services
are critical to the businesses or daily lives of many of our customers or our customers’ end users, any significant
interruption or degradation in service also could result in lost profits or other losses to customers. Although our service
agreements generally limit our liability for service failures and generally exclude any liability for “consequential”
damages such as lost profits, a court might not enforce these limitations on liability, which could expose us to financial
loss. We also sometimes provide our customers with committed service levels. If we fail to meet these committed service
levels, we could be required to provide service credits or other compensation to our customers, which could adversely
affect our results of operations.

The failure of any equipment or facility on our network, including our network operations control centers and
network data storage locations, could interrupt customer service and other corporate functions until we complete
necessary repairs or install replacement equipment. Our business continuity plans also may be inadequate to address a
particular failure that we experience. Delays, errors or network equipment or facility failures could result from natural
disasters, pandemics, such as COVID-19, disease, accidents, terrorist acts, acts of war, power losses, security breaches,
vandalism or other illegal acts, computer viruses or other causes. These delays, errors or failures could significantly
impair our business due to:
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e service interruptions;

e malfunction of our communications platform on which our enterprise users rely for voice, messaging or
emergency service functionality;

*  exposure to customer liability;
» the inability to install new service;
» the unavailability of employees necessary to provide services;

» the delay in the completion of other corporate functions such as issuing bills and the preparation of financial
statements; or

» the need for expensive modifications to our systems and infrastructure.

Defects or errors in our services could diminish demand for our services, harm our business and results of operations
and subject us to liability.

Our customers use our services for important aspects of their businesses, and any errors, defects or disruptions
to our services and any other performance problems with our services could damage our customers’ businesses and, in
turn, hurt our brand and reputation. We provide regular updates to our services, which have in the past contained, and
may in the future contain, undetected errors, failures, vulnerabilities and bugs when first introduced or released. Real or
perceived errors, failures or bugs in our services could result in negative publicity, loss of or delay in market acceptance
of our platform, loss of competitive position, lower customer retention or claims by customers for losses sustained by
them. In such an event, we may be required, or may choose, for customer relations or other reasons, to expend additional
resources in order to help correct the problem. In addition, we may not carry insurance sufficient to compensate us for
any losses that may result from claims arising from defects or disruptions in our services. As a result, our brand and
reputation could be harmed, and our business, results of operations and financial condition may be adversely affected.

If our emergency services do not function properly, we may be exposed to significant liability from our users.

Certain of our IP telephony offerings, as well as the 911 and other emergency services solutions that we offer
are subject to FCC and other rules governing the delivery of emergency calling services. The rules and laws that govern
emergency calling services are subject to change as communications technologies and consumer use cases evolve.
Similar providers of IP telephony services, our 911 and other emergency services are different from those associated
with traditional local telecommunications services. These differences may lead to an inability to make and complete calls
that would not occur for users of traditional telephony services. For example, to provide the emergency calling services
required by the FCC’s rules to our IP telephony consumers, we may use components of both the wireline and wireless
infrastructure in unique ways that can result in failed connections and calls routed to incorrect emergency call centers.
Routing emergency calls through the Internet may be adversely affected by power outages and network congestion that
may not occur for users of traditional telephony services. Emergency call centers may not be equipped with appropriate
hardware or software to accurately process and respond to emergency calls initiated by consumers of our IP telephony
services, and calls routed to the incorrect emergency call center can significantly delay response times for first
responders. Users of our interconnected VoIP telephony services from a fixed address in the United States are required
to manually update their location information for use when calling 911, and failure to do so may result in dispatching
assistance to the wrong location. Even manual updates require a certain amount of time before the updated address
appears in the relevant databases which could result in misrouting emergency calls to the wrong emergency calling
center, dispatching first responders to the wrong address, or both. Similar requirements and delays applicable to relevant
databases also apply to local emergency services provided outside the United States. Moreover, the relevant rules with
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respect to what address information should be provided to emergency call centers when the call originates from a mobile
application are unsettled and evolving. As a result, we could be subject to enforcement action by the FCC or other entities
— possibly exposing us to significant monetary penalties, cease and desist orders, civil liability, loss of user confidence
in our services, loss of users, and other adverse consequences, which could materially harm our business. The FCC’s
rules, and some states, also impose other obligations, such as properly recording our customers’ registered locations,
obtaining affirmative acknowledgement from customers that they are aware of the differences between emergency
calling services associated with IP telephony as compared with traditional telecommunications services, and distribution
of appropriate warning labels to place on or near hardware used to place IP telephony calls. Similar obligations apply to
local emergency services provided outside the United States. Failure to comply with these requirements, or failure of our
communications platform such that 911 and other emergency calls did not complete or were misrouted, may result in
FCC, foreign regulatory or other enforcement action, state attorneys’ general investigations, potential exposure to
significant monetary penalties, cease and desist orders, civil liability to our users and their customers, loss of user
confidence in our services, loss of users, and other adverse consequences, which could materially harm our business.

National regulations, including the FCC’s rules, also require that we timely report certain 911 and other
emergency service outages. The FCC or other applicable regulatory authorities may make inquiries regarding matters
related to any reported 911 or other emergency service outage. Any inquiry could result in regulatory enforcement action,
potential monetary penalties and other adverse consequences.

Any disruption to or termination of arrangements with key suppliers could cause delay and additional costs and could
harm our relationships with current and prospective customers.

Our business is dependent on third-party suppliers for fiber, computers, software, transmission electronics and
related network components, as well as providers of network colocation facilities that are integrated into our network,
some of which are critical to the operation of our business. If any of these critical relationships is terminated, a supplier
either exits or curtails its business as a result of economic conditions, a supplier fails to provide critical services or
equipment, or the supplier is forced to stop providing equipment or services due to supply chain issues or legal
constraints, such as patent infringement, and we are unable to reach suitable alternative arrangements quickly, we may
experience significant additional costs or we may not be able to provide certain services to customers. If that happens,
our business, results of operations and financial condition could be materially adversely affected. There can be no
assurance that alternative components or equipment will be available when required or on terms that are commercially
reasonable, which could extend our lead times, increase the cost of maintaining our network, result in service outages
and otherwise harm our business, operating results and financial condition. We may not be able to continue to procure
components at reasonable prices, which may require us to enter into longer-term contracts with component suppliers to
obtain components at competitive prices. Any of the foregoing disruptions could exacerbate other risk factors and
increase our costs and decrease our gross margins, harming our business, operating results and financial condition.

Many of our third-party suppliers do not have long-term committed contracts with us and may interrupt services
or terminate their agreements with us without notice or by providing 30 days prior written notice. Although we expect
that we could receive similar services from other third-party suppliers, if any of our arrangements with our third-party
suppliers are terminated or interrupted, we could experience interruptions in our ability to make our services available
to customers, as well as delays and additional expenses in arranging alternative providers. If a significant portion of our
third-party suppliers fail to provide these services to us on a cost-effective basis or otherwise terminate or interrupt these
services, the delay caused by qualifying and switching to other providers could be time consuming and costly and could
adversely affect our business, results of operations and financial condition.
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Our customer churn rate may increase.

Customer churn occurs when a customer reduces usage or discontinues service with us, whether voluntarily or
involuntarily, such as a customer switching some or all of its usage to a competitor or going out of business. Changes in
the economy, increased competition from other providers, cyber incidents such as the DDoS attack we experienced in
late 2021, or issues with the quality of service we deliver can impact our customer churn rate. We cannot predict future
pricing by our competitors, but we anticipate that price competition will continue. Lower prices offered by our
competitors could contribute to an increase in customer churn. We cannot predict the timing, duration or magnitude of
any deteriorated economic conditions or its impact on our target of customers. Higher customer churn rates could
adversely affect our revenue growth. Higher customer churn rates could cause our net retention rate to decline. A
sustained and significant growth in the churn rate could have a material adverse effect on our business.

The market prices for certain of our services have decreased in the past and may decrease in the future, resulting in
lower revenue than we anticipate.

Market prices for certain of our services have decreased over recent years. These decreases resulted from
downward market pressure and other factors including:

» technological changes and network expansions, which have resulted in increased transmission capacity available
for sale by us and by our competitors; and

* some of our competitors have been willing to accept smaller operating margins in the short term in an attempt
to increase long-term revenue.

To retain customers and revenue, we must sometimes reduce prices in response to market conditions and trends.
We cannot predict to what extent we may need to reduce our prices to remain competitive or whether we will be able to
sustain future pricing levels as our competitors introduce competing services or similar services at lower prices. Our
ability to meet price competition may depend on our ability to operate at costs equal to or lower than our competitors or
potential competitors. As our prices for some of our services decrease, our operating results may suffer unless we are
able to either reduce our operating expenses or increase traffic volume from which we can derive additional revenue.

The need to obtain additional IP circuits from other providers increases our costs. In addition, the need to
interconnect our network to networks that are controlled by others could increase our costs and adversely impact our
business.

We lease all of our IP circuits from third parties. We could incur material expenses if we were required to locate
alternative IP circuits. We may not be able to obtain reasonable alternative IP circuits if needed. Failure to obtain usage
of alternative IP circuits, if necessary, could have a material adverse effect on our ability to carry on business operations.
In addition, some of our agreements with other providers require the payment of amounts for services whether or not
those services are used. Our reliance on third-party providers may reduce our operating flexibility, ability to make timely
service changes and ability to control quality of service.

In the normal course of business, we need to enter into interconnection agreements with many local telephone
companies, as well as the owners of networks that our customers desire to access to deliver their services. We are not
always able to secure these interconnection agreements on favorable terms. In some jurisdictions, we rely on third party
access and networks for local connectivity. We are not always able to secure this access and local connectivity on
favorable terms. Costs of obtaining service from other communications carriers comprise a significant proportion of the
operating expenses of long distance carriers. Changes in regulation, particularly the regulation of telecommunication
carriers and local access network owners, could indirectly, but significantly, affect our competitive position. These
changes could increase or decrease the costs of providing our services. Further, if problems occur with our third-party
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providers or local telephone companies, it may cause errors or poor quality communications, and we could encounter
difficulties identifying the source of the problem. The occurrence of errors or poor quality communications on our
services, whether caused by our platform or a third-party provider, may result in the loss of our existing customers or the
delay of adoption of our services by potential customers and may adversely affect our business, results of operations and
financial condition.

Network providers also may institute additional fees due to regulatory, competitive or other industry-related
changes that increase our costs. For example, the major U.S. cellular carriers and their intermediaries have added a
variety of fees that are applied to A2P messages delivered to their subscribers. While we may be able to negotiate with
network providers, absorb the increased costs, or charge these costs to our customers, we cannot assure you that we will
be able to do so. In the case of new A2P fees, we currently pass, and expect to continue to pass, these fees on to our
customers who send A2P messages to the carrier's subscribers. This is expected to increase our revenue and cost of goods
sold, but is not expected to impact the gross profit received for sending these messages. However, these changes may
still have a negative impact on our gross margins mathematically. We also may not be able to effectively respond to any
new fees if all network providers in a particular market impose equivalent fee structures, if the magnitude of the fees is
disproportionately large when compared to the underlying prices paid by our customers, or if market conditions limit
our ability to increase the prices we charge our customers.

In connection with the delivery of text messages to customers of mobile carriers in the U.S., and in certain other
instances, our customers’ traffic must be routed through intermediaries who have direct access to network service
providers. Although we are seeking direct connections with network service providers in a number of countries, we
expect that we will continue to rely on intermediaries for these services for some period of time. These intermediaries
sometimes have offerings that directly compete with our products and may stop providing services to us on a cost-
effective basis. If a significant portion of these intermediaries stop providing services or stop providing services on a
cost-effective basis, our business could be adversely affected.

We depend largely on the continued services of our senior management and other key employees, the loss of any of
whom could adversely affect our business, results of operations and financial condition.

Our future performance depends on the continued services and contributions of our senior management and
other key employees to execute on our business plan, to develop our platform, to deliver our services to customers, to
attract and retain customers and to identify and pursue opportunities. The loss of services of senior management or other
key employees, such as those who develop and maintain our service offerings, could significantly delay or prevent the
achievement of our development and strategic objectives. In particular, we depend to a considerable degree on the vision,
skills, experience and effort of our Chief Executive Officer, David A. Morken. The replacement of any of our senior
management personnel or other key employees can involve significant time and costs, and such loss could significantly
delay or prevent the achievement of our business objectives. The loss of the services of our senior management or other
key employees for any reason could adversely affect our business, results of operations and financial condition.

If we are unable to hire, retain and motivate qualified personnel, our business will suffer.

Our future success depends, in part, on our ability to continue to attract and retain highly skilled personnel, and
our inability to do so could adversely affect our business, results of operations and financial condition. Competition for
talent in the technology industry has become increasingly intense, and the market to recruit, retain and motivate talent
has become even more competitive. Many key individual contributors, particularly in software development, sales and
cloud computing and telecommunications infrastructure, are critical to our success and can attract very significant
compensation packages. In addition, we believe that there is, and will continue to be, intense competition for highly
skilled management, technical, sales and other personnel with experience in our industry in the Raleigh, North Carolina
area, where our corporate headquarters are located, and in other geographic locations where we maintain offices.
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We have experienced and may continue to experience difficulties attracting, hiring and retaining highly-skilled
personnel with appropriate qualifications, and may not be able to fill positions in desired geographic areas or at all. These
difficulties may be exacerbated by the reactions of employees and prospective employees to our policies related to remote
working flexibility. As a result, we have also experienced and may continue to experience increased compensation and
training costs that may not be offset by either improved productivity or higher sales, which could reduce our profitability.

We seek to provide competitive compensation packages and a high-quality work environment to hire, retain and
motivate employees. If we are unable to retain and motivate our existing employees and attract qualified personnel to
fill key positions, we may be unable to manage our business effectively, including the development, marketing and sale
of our services, which could adversely affect our business, results of operations and financial condition. To the extent
we hire personnel from competitors, we also may be subject to allegations that they have been improperly solicited or
hired, or that they divulged proprietary or other confidential information.

Volatility or declines in our stock price may also affect our ability to attract and retain key personnel. Employees
may be more likely to terminate their employment with us if the shares they own or the shares underlying any restricted
stock units have not significantly appreciated in value, or if the value of the shares underlying restricted stock units they
hold has depreciated significantly. If we are unable to retain our employees, our business, results of operations and
financial condition could be adversely affected.

In addition, we believe our corporate culture has been a key contributor to our success to date. We, along with
many companies in the technology industry, experienced higher than average attrition in the “great resignation,” in which
the technology industry saw a dramatic increase in workers leaving their positions in 2020 and 2021 during the COVID-
19 pandemic. As we continue to grow and expand globally and navigate shifting workforce priorities, including the
desire of many of our employees and prospective employees for a hybrid work model with the ability to work remotely
for part of the week, and the increasing demand of employees and prospective employees for fully remote work, we may
find it difficult to maintain important aspects of our corporate culture. This could negatively affect our ability to retain
and recruit personnel who are essential to our future success, and could ultimately have a negative impact on our ability
to innovate our technology and our business.

We could be subject to additional tax liabilities for historic and future sales, use and similar taxes, which could
adversely affect our results of operations.

We conduct operations in many tax jurisdictions throughout the United States and internationally. In many of
these jurisdictions, non-income-based taxes such as sales, use and telecommunications taxes, including those associated
with (or potentially associated with) VoIP telephony services or 911 services, are or may be assessed on our operations.
We also face exposure to other non-income-based international taxes such as value added taxes that are or may be
assessed on our operations. The systems and procedures necessary to comply in these jurisdictions are complex to
develop and challenging to implement. Additionally, we rely heavily on third parties to provide us with key software and
services for compliance. If these third parties cease to provide those services to us for any reason, or fail to perform
services accurately and completely, we may not be able to accurately bill, collect or remit applicable non-income-based
taxes. Historically, we have not billed or collected certain of these taxes and, in accordance with GAAP, we have recorded
a provision for our tax exposure in these jurisdictions when it is both probable that a liability has been incurred and the
amount of the exposure can be reasonably estimated. These estimates include several key assumptions including, but not
limited to, the taxability of our services, the jurisdictions in which we believe we have nexus, and the sourcing of revenue
to those jurisdictions. In the event these jurisdictions challenge our assumptions and analysis, our actual exposure could
differ materially from our current estimates.

Taxing authorities also may periodically perform audits to verify compliance and include all periods that remain
open under applicable law, which customarily range from three to four years. At any point in time, we may undergo
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audits that could result in significant assessments of past taxes, fines and interest if we were found to be non-compliant.
During the course of an audit, a taxing authority may, as a matter of policy, question our interpretation and/or application
of their rules in a manner that, if we were not successful in substantiating our position, could potentially result in a
significant financial impact to us.

Furthermore, certain jurisdictions in which we do not collect sales, use and similar taxes may assert that such
taxes are applicable, which could result in tax assessments, penalties and interest, and we may be required to collect such
taxes in the future. Such tax assessments, penalties and interest or future requirements may adversely affect our business,
results of operations and financial condition.

Our global operations and legal entity structure subject us to potentially adverse income tax consequences.

We conduct our international operations through subsidiaries and report our taxable income in various
jurisdictions worldwide based upon our business operations in those jurisdictions. Our intercompany relationships are
subject to complex transfer pricing regulations administered by taxing authorities in various jurisdictions. Also, our tax
expense could be affected depending on the applicability of withholding and other taxes under the tax laws of certain
jurisdictions in which we have business operations. The relevant revenue and taxing authorities may disagree with
positions we have taken generally, or our determinations as to income and expenses attributable to specific jurisdictions.
If such a disagreement were to occur, and our position were not sustained, we could be required to pay additional taxes,
interest and penalties, which could result in additional tax charges, higher effective tax rates, reduced cash flows and
lower overall profitability of our operations.

We are unable to predict what global or U.S. tax reforms may be proposed or enacted in the future or what effects
such future changes would have on our business. Any such changes in tax legislation, regulations, policies or practices
in the jurisdictions in which we operate could increase the estimated tax liability that we have expensed to date and paid
or accrued on our balance sheet; affect our financial position, future results of operations, cash flows, and effective tax
rates where we have operations; reduce post-tax returns to our stockholders; and increase the complexity, burden, and
cost of tax compliance. We are subject to potential changes in relevant tax, accounting, and other laws, regulations, and
interpretations, including changes to tax laws applicable to corporate multinationals.

Certain government agencies in jurisdictions where we and our affiliates do business have had an extended focus
on issues related to the taxation of multinational companies. For example, the Organisation for Economic Co-operation
and Development (the “OECD”) is conducting a project focused on base erosion and profit shifting in international
structures, which seeks to establish certain international standards for taxing the worldwide income of multinational
companies. In addition, the OECD is working on a “BEPS 2.0” initiative, which is aimed at (i) shifting taxing rights to
the jurisdiction of the consumer and (ii) ensuring all companies pay a global minimum tax. On October 8, 2021, the
OECD announced an agreement by members of the Inclusive Framework delineating an implementation plan, and on
December 20, 2021, the OECD released model rules for the domestic implementation of a 15% global minimum tax.
Further, several countries have proposed or enacted taxes applicable to digital services, which could apply to our
business. As a result of these developments, the tax laws of certain countries in which we and our affiliates do business
could change on a prospective or retroactive basis, and any such changes could increase our liabilities for taxes, interest
and penalties, and therefore could harm our business, cash flows, results of operations and financial position.

The governments of countries in which we operate and other governmental bodies could make unprecedented
assertions about how taxation is determined in their jurisdictions that are contrary to the way in which we have interpreted
and historically applied the rules and regulations in our tax returns filed in such jurisdictions. New laws could
significantly increase our tax obligations in the countries in which we do business or require us to change the way we
operate our business. As a result of the large and expanding scale of our international business activities, many of these
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changes to the taxation of our activities could adversely impact our worldwide effective tax rate and harm our financial
position, results of operations, and cash flows.

Our ability to use our net operating loss and tax credit carryforwards to offset future taxable income may be subject
to certain limitations.

The future utilization of our net operating loss and tax credit carryforwards (collectively, “Tax Attributes”) may
be limited due to changes in ownership as defined under Section 382 of the Internal Revenue Code of 1986, as amended
(the “Code”). In general, if we experience a greater than 50% aggregate change in ownership of certain significant
stockholders or groups over a three-year period, utilization of our pre-change Tax Attributes is subject to an annual
limitation under Section 382 of the Code (and similar state laws). The annual limitation generally is determined by
multiplying the value of our stock at the time of such ownership change (subject to certain adjustments) by the applicable
long-term tax-exempt rate. Such limitations may result in expiration of a portion of the pre-change Tax Attributes before
utilization and may be substantial. In the past we may have experienced, and in the future may experience, ownership
changes as a result of subsequent shifts in our stock ownership. As a result, if we earn net taxable income, our ability to
use our pre-change Tax Attributes to offset U.S. federal taxable income may be subject to limitations, which could
potentially result in increased future tax liability to us.

We may be subject to significant U.S. federal income tax-related liabilities and indemnity obligations if there is a
determination that the Spin-Off is taxable for U.S. federal income tax purposes.

We may be subject to significant U.S. federal income tax-related liabilities with respect to our prior distribution
of all of the issued and outstanding shares of the common stock of Relay, Inc. (f/k/a Republic Wireless, Inc.) (“Relay”),
our former subsidiary, to our stockholders as of and on November 30, 2016 (the “Spin-Off”), if there is a determination
that the Spin-Off is taxable for U.S. federal income tax purposes. In that regard, even if the Spin-Off otherwise qualified
as a tax-free transaction to us and our stockholders under Section 355, Section 368(a)(1)(D) and related provisions of
the U.S. Internal Revenue Code of 1986, as amended (the “Code”) at the time of the Spin-Oft, we would be subject to
corporate-level taxable gain under Section 355(e) of the Code (“Section 355(¢)”) if there was a 50% or greater change
in ownership, by vote or value, of shares of our stock or Relay’s stock that occurred after the Spin-Off as part of a plan
or series of related transactions that included the Spin-Off. For purposes of Section 355(e), any acquisitions or issuances
of our stock, including pursuant to our initial public offering and pursuant to the reorganizations undertaken and
arrangements entered into in connection with our initial public offering, or Relay’s stock, in each case, that occurred
within two years after the Spin-Off are generally presumed to be part of a plan or series of related transactions with
respect to the Spin-Off.

In connection with the Spin-Off, we received an opinion from Skadden, Arps, Slate, Meagher & Flom LLP
substantially to the effect that, among other things, the Spin-Off should qualify as a tax-free transaction for U.S. federal
income tax purposes under Section 355 and Section 368(a)(1)(D) of the Code. In addition, in light of the implications
that would arise for us if Section 355(e) applied to the Spin-Off, we received an opinion from Kilpatrick Townsend &
Stockton LLP in connection with our initial public offering substantially to the effect that (i) as of the date of the initial
public offering, we would not be required to recognize gain with respect to the Spin-Off pursuant to Section 355(e), and
(i1) any increases in voting power attributable to conversions of our Class B common stock to Class A common stock by
those who held our Class B common stock as of the date of the initial public offering would not cause us to recognize
gain with respect to the Spin-Off pursuant to Section 355(e) (together with the opinion from Skadden, Arps, Slate,
Meagher & Flom LLP with respect to the Spin-Off, the “Tax Opinions™). Neither of the Tax Opinions is binding on the
Internal Revenue Service (the “IRS”) or the courts, however, and the IRS or the courts may not agree with the conclusions
reached in the Tax Opinions. Moreover, the Tax Opinions were based upon, among other things, the laws in effect at the
time of each of the Tax Opinions and certain assumptions and representations as to factual matters made by us. Any
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change in applicable law, which may be retroactive, or the failure of any such assumptions or representations to be true,
could adversely affect the validity of the conclusions reached in the Tax Opinions.

If the conclusions of the Tax Opinions are not correct, or if the Spin-Off is otherwise ultimately determined to
be a taxable transaction, we would be liable for significant U.S. federal income tax related liabilities. In addition, pursuant
to the Tax Sharing Agreement, dated November 30, 2016, between us and Relay (the “Tax Sharing Agreement”), we
must generally indemnify Relay for any taxes or losses incurred by it (or its respective subsidiaries) resulting from the
Spin-Off failing to qualify as a tax-free transaction for U.S. federal income tax purposes (including due to the application
of Section 355(e)) as a result of subsequent actions we take or fail to take. The amount of any indemnity obligations we
may have under the Tax Sharing Agreement in such case may be material.

Even if Section 355(e) does not apply to the Spin-Off as of the date of our initial public offering or as a result of
an increase in voting power attributable to conversions of our Class B common stock by those who held such stock as
of our initial public offering, subsequent acquisitions or issuances of our stock could be treated as part of a plan or series
of related transactions with respect to the Spin-Off. Accordingly, in light of the requirements of Section 355(¢e), we might
forego share repurchases, stock issuances and other strategic transactions. Notwithstanding the foregoing, it is possible
that we, Relay or the holders of our respective stock might inadvertently cause, permit or otherwise not prevent a change
in the ownership of our stock or Relay’s stock to occur, which would cause Section 355(e) to apply to the Spin-Off,
thereby triggering significant U.S. federal income tax-related liabilities and indemnity obligations under the Tax Sharing
Agreement of approximately $50 million. This approximation is based on our current expectations and the tax laws in
effect as of our initial public offering. However, we cannot provide any assurance that this estimate will prove to be
accurate in the event that Section 355(e) were to apply.

If our estimates or judgments relating to our critical accounting policies prove to be incorrect, our results of
operations could be adversely affected.

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. We base
our estimates on historical experience and on various other assumptions that we believe to be reasonable under the
circumstances, as provided in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations.” The results of these estimates form the basis for making judgments about the carrying values of assets,
liabilities and equity, and the amount of revenue and expenses that are not readily apparent from other sources.
Significant assumptions and estimates used in preparing our consolidated financial statements include those related to
revenue recognition, capitalized internal-use software costs, other non-income taxes, business combination and valuation
of goodwill and purchased intangible assets and share-based compensation. Our results of operations may be adversely
affected if our assumptions change or if actual circumstances differ from those in our assumptions, which could cause
our results of operations to fall below the expectations of securities analysts and investors, resulting in a decline in the
trading price of our Class A common stock.

If we fail to maintain an effective system of disclosure controls and internal control over financial reporting, our
ability to produce timely and accurate financial statements or comply with applicable regulations could be impaired.

We are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act of 2002 (the
“Sarbanes-Oxley Act”), and the rules and regulations of the applicable listing standards of the NASDAQ Global Select
Market. We expect that the requirements of these rules and regulations will continue to increase our legal, accounting
and financial compliance costs, make some activities more difficult, time-consuming and costly and place significant
strain on our personnel, systems and resources.

47



The Sarbanes-Oxley Act requires, among other things, that we maintain effective disclosure controls and
procedures and internal control over financial reporting. Our disclosure controls and other procedures are designed to
ensure that information required to be disclosed by us in the reports that we will file with the SEC is recorded, processed,
summarized and reported within the time periods specified in SEC rules and forms and that information required to be
disclosed in reports under the Exchange Act is accumulated and communicated to our principal executive and financial
officers, and we continue to evaluate how to improve controls. We are also continuing to improve our internal control
over financial reporting. In order to develop, maintain and improve the effectiveness of our disclosure controls and
procedures and internal control over financial reporting, we have expended, and anticipate that we will continue to
expend, significant resources, including accounting-related costs and significant management oversight.

Our current controls and any new controls that we develop may become inadequate because of changes in
conditions in our business. Further, weaknesses in our disclosure controls and internal control over financial reporting
may be discovered in the future. Any failure to develop or maintain effective controls or any difficulties encountered in
their implementation or improvement could harm our results of operations or cause us to fail to meet our reporting
obligations and may result in a restatement of our consolidated financial statements for prior periods. Any failure to
implement and maintain effective internal control over financial reporting could also adversely affect the results of
periodic management evaluations and annual independent registered public accounting firm attestation reports regarding
the effectiveness of our internal control over financial reporting. Ineffective disclosure controls and procedures and
internal control over financial reporting could also cause investors to lose confidence in our reported financial and other
information, which would likely have a negative effect on the trading price of our Class A common stock. In addition, if
we are unable to continue to meet these requirements, we may not be able to remain listed on the NASDAQ Global
Select Market.

Our independent registered public accounting firm is required to attest to the effectiveness of our internal control
over financial reporting. Our independent registered public accounting firm may issue a report that is adverse in the
event it is not satisfied with the level at which our internal control over financial reporting is documented, designed or
operating. Any failure to maintain effective disclosure controls and internal control over financial reporting could have
a material and adverse effect on our business, results of operations and financial condition and could cause a decline in
the trading price of our Class A common stock.

If our goodwill or intangible assets become impaired, we may be required to record a significant charge to earnings.

We review our intangible assets for impairment when events or changes in circumstances indicate the carrying
value may not be recoverable. Goodwill is required to be tested for impairment at least annually. An adverse change in
market conditions, particularly if such change has the effect of changing one of our critical assumptions or estimates,
could result in a change to the estimation of fair value that could result in an impairment charge to our goodwill or
intangible assets. Any such charges may adversely affect our results of operations.

We face exposure to foreign currency exchange rate fluctuations, and such fluctuations could adversely affect our
business, results of operations and financial condition.

We face exposure to the effects of fluctuations in currency exchange rates. While historically we have primarily
transacted in U.S. dollars, we generally have transacted with customers and partners in Europe in British Pounds and
Euros. We expect to expand the number of transactions with customers and partners that are denominated in foreign
currencies in the future as we continue to expand our business internationally. We also incur expenses for some of our
network service provider costs outside of the United States in local currencies and for employee compensation and other
operating expenses in local currency. Fluctuations in the exchange rates between the U.S. dollar and other currencies
could result in an increase to the U.S. dollar equivalent of such expenses.
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In addition, our international subsidiaries maintain net assets denominated in currencies other than the functional
operating currencies of these entities. As we expand our international operations, we will become more exposed to the
effects of fluctuations in currency exchange rates. Accordingly, changes in the value of foreign currencies relative to the
U.S. dollar may affect our results of operations due to transactional and translational re-measurements. Such foreign
currency exchange rate fluctuations could make it more difficult to detect underlying trends in our business and results
of operations. The trading price of our Class A common stock also could be adversely affected if fluctuations in currency
exchange rates cause our results of operations to differ from our expectations or the expectations of our investors and
securities analysts who follow our stock.

We do not currently maintain a program to hedge transactional exposures in foreign currencies. However, in the
future, we may use derivative instruments, such as foreign currency forward and option contracts, to hedge certain
exposures to fluctuations in foreign currency exchange rates. The use of such hedging activities may not offset any or
more than a portion of the adverse financial effects of unfavorable movements in foreign exchange rates over the limited
time the hedges are in place. Moreover, the use of hedging instruments may introduce additional risks if we are unable
to structure effective hedges with such instruments.

Earthquakes, hurricanes, fires, floods, pandemics, power outages, terrorist attacks, acts of war, civilian unrest and
other significant events could disrupt our business and ability to serve our clients.

A significant event, such as an earthquake, hurricane, a fire, a flood, a pandemic, such as COVID-19, a power
outage, terrorist attack, act of war, such as the ongoing Russia-Ukraine conflict or the Israel-Hamas conflict, or civilian
unrest could have a material adverse effect on our business, results of operations or financial condition. Health concerns
or governmental, legal, political or regulatory developments in the United States or other countries in which we or our
customers, partners and service providers operate could cause economic, labor or social instability and could materially
adversely affect our business and our results of operations and financial condition. Future developments, which are very
uncertain, include evolving responses by governments and businesses. These future developments could materially
adversely affect our business and our results of operations and financial condition. Our IP network is designed to be
redundant and to offer seamless backup support in an emergency. While our network is designed to withstand the loss of
any one data center at any point in time, the simultaneous failure of multiple data centers could disrupt our ability to
serve our clients. Additionally, certain of our capabilities cannot be made redundant feasibly or cost-effectively. Acts of
physical or cyber terrorism or other geopolitical unrest, including acts of war, also could cause disruptions in our
business. The adverse impacts of these risks may increase if our disaster recovery plans prove to be inadequate.

We may acquire or invest in companies, which may divert our management’s attention and result in debt or dilution
to our stockholders. We may not be able to efficiently and effectively integrate acquired operations, and thus may not
fully realize the anticipated benefits from such acquisitions.

We may evaluate and consider potential strategic transactions, including acquisitions of, or investments in,
businesses, technologies, services, products and other assets in the future. We may also enter into relationships with other
businesses to expand our products and platform, which could involve preferred or exclusive licenses, additional channels
of distribution, discount pricing or investments in other companies.

Achieving the anticipated benefits of any acquisitions depends in part upon whether we can integrate new
businesses in an efficient and effective manner. The integration of any acquired businesses involves a number of risks,
including, but not limited to:

* demands on management related to any significant increase in size after the acquisition;
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the disruption of ongoing business and the diversion of management’s attention from the management of daily
operations to management of integration activities;

failure to fully achieve expected synergies and costs savings;

unanticipated impediments in the integration of departments, systems, including accounting systems,
technologies, books and records and procedures, as well as in maintaining uniform standards, controls, including
internal control over financial reporting required by the Sarbanes-Oxley Act, procedures and policies;

difficulty establishing and maintaining appropriate governance, reporting relationships, policies, controls, and
procedures for the acquired business, particularly if it is based in a country or region where we did not previously
operate;

new or more stringent regulatory compliance obligations and costs by virtue of the acquisition, including risks
related to international acquisitions that may operate in new jurisdictions or geographic areas where we may
have no or limited experience;

loss of customers or the failure of customers to order incremental services that we expect them to order;

difficulty and delays in integrating the products, technology platforms, operations, systems, and personnel of the
acquired business with our own, particularly if the acquired business is outside of our core competencies and
current geographic markets;

failure to provision services that are ordered by customers during the integration period;
higher integration costs than anticipated;

difficulties in the assimilation and retention of highly qualified, experienced employees, many of whom may be
geographically dispersed;

litigation, investigations, proceedings, fines, or penalties arising from or relating to the transaction or the
acquired business, and any resulting liabilities may exceed our forecasts;

acquisition of businesses with different revenue models, different contractual relationships, and increased
customer concentration risks;

assumption of long-term contractual obligations, commitments, or liabilities (for example, the costs associated
with leased facilities), which could adversely impact our efforts to achieve and maintain profitability and impair
our cash flow;

failure to successfully evaluate or utilize the acquired business’ technology and accurately forecast the financial
impact of an acquisition, including accounting charges; and

drag on our overall revenue growth rate or an increase of our net loss, which could cause analysts and investors
to reduce their valuation of our company.

Successful integration of any acquired businesses or operations will depend on our ability to manage these

operations, realize opportunities for revenue growth presented by strengthened service offerings and expanded

geographic market coverage, obtain better terms from our vendors due to increased buying power, and eliminate

redundant and excess costs to fully realize the expected synergies. Because of difficulties in combining geographically

distant operations and systems which may not be fully compatible, we may not be able to achieve the financial strength

and growth we anticipate from the acquisitions.
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We may not realize our anticipated benefits from our acquisitions, if any, or may be unable to efficiently and
effectively integrate acquired operations as planned. If we fail to integrate acquired businesses and operations efficiently
and effectively or fail to realize the benefits we anticipate, we would be likely to experience material adverse effects on
our business, financial condition, results of operations and future prospects.

Acquisitions or investments may also require us to issue debt or equity securities, use our cash resources, incur
debt or contingent liabilities, amortize intangibles, or write-off acquisition-related expenses. In addition, we cannot
predict market reactions to any acquisitions we may make or to any failure to announce any future acquisitions.

While we would conduct due diligence in connection with any acquisition opportunities, there may be risks or
liabilities that such due diligence efforts fail to discover, that are not disclosed to us or that we inadequately assess. The
failure to timely identify any material liabilities associated with any acquisitions could adversely affect our business,
results of operations, and financial condition.

We have incurred, and may continue to incur, significant, non-recurring costs in connection with the acquisition
and integrating our operations with those of Voxbone, including costs to consolidate business support systems and service
offerings. We cannot ensure that the elimination of duplicative costs or the realization of other efficiencies will offset
the transaction and integration costs in the near term or at all.

Risks Related to the Convertible Notes

Servicing our debt requires a significant amount of cash, and our business may not generate sufficient cash flow to
repay our indebtedness.

Our ability to make scheduled payments of the principal of, to pay interest on or to refinance the Convertible
Notes depends on our future performance, which is subject to economic, financial, competitive and other factors beyond
our control. Our business may not generate cash flow from operations in the future sufficient to service our debt and
make necessary capital expenditures. If we are unable to generate such cash flow, we may be required to adopt one or
more alternatives, such as selling assets, restructuring debt or obtaining additional debt financing or equity capital on
terms that may be onerous or highly dilutive. Our ability to refinance our indebtedness will depend on the capital markets
and our financial condition at such time. We may not be able to engage in any of these activities or engage in these
activities on desirable terms, which could result in a default on our debt obligations. In addition, any of our future debt
agreements may contain restrictive covenants that may prohibit us from adopting any of these alternatives. Our failure
to comply with these covenants could result in an event of default which, if not cured or waived, could result in the
acceleration of our indebtedness.

We may incur substantially more debt or take other actions which would intensify the risks discussed above.

We and our subsidiaries may be able to incur substantial additional debt in the future, some of which may be
secured debt. We will not be restricted under the terms of the indentures governing the Convertible Notes from incurring
additional debt, securing existing or future debt, recapitalizing our debt or taking a number of other actions that are not
limited by the terms of the indentures governing the Convertible Notes that could have the effect of diminishing our
ability to make payments on the Convertible Notes when due.
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We may not have the ability to raise the funds necessary for cash settlement upon conversion of the Convertible Notes
or to repurchase the Convertible Notes for cash following a fundamental change, and our future debt may contain
limitations on our ability to pay cash upon conversion of the Convertible Notes or to repurchase the Convertible
Notes.

Subject to limited exceptions, holders of the Convertible Notes have the right to require us to repurchase their
Convertible Notes upon the occurrence of a fundamental change at a cash repurchase price generally equal to 100% of
the principal amount of the Convertible Notes to be repurchased, plus accrued and unpaid interest, if any, to, but
excluding, the fundamental change repurchase date. In addition, upon conversion of the Convertible Notes, unless we
elect to deliver solely shares of our Class A 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 Convertible 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 Convertible Notes surrendered therefor or pay the cash amounts due upon conversion. In addition,
our ability to repurchase the Convertible Notes or to pay cash upon conversions of the Convertible Notes may be limited
by applicable law, by regulatory authorities or by agreements governing our future indebtedness. Our failure to
repurchase the Convertible Notes at a time when such repurchase is required by the indentures governing the Convertible
Notes or to pay the cash amounts due upon future conversions of the Convertible Notes as required by such indentures
would constitute a default under such indentures. A default under the indentures governing the Convertible Notes or the
fundamental change itself may also lead to a default under agreements governing our existing or future indebtedness,
which may result in such existing or future indebtedness becoming immediately payable in full. We may not have
sufficient funds to satisfy all amounts due under such existing or future indebtedness and repurchase the Convertible
Notes or make cash payments upon conversions thereof.

The conditional conversion feature of the Convertible Notes, if triggered, may adversely affect our financial condition
and operating results.

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

The Capped Calls may affect the value of the Convertible Notes and our Class A common stock.

In connection with the pricing of our 0.25% Convertible Notes due March 1, 2026 (the “2026 Convertible
Notes”) and 0.50% Convertible Notes due April 1, 2028 (the “2028 Convertible Notes” and, together with the 2026
Convertible Notes, the “Convertible Notes™), we entered into privately negotiated capped call transactions (the “2026
Capped Calls” and the “2028 Capped Calls,” respectively and, collectively, the “Capped Calls™) with certain financial
institutions (the “option counterparties). The Capped Calls are expected generally to reduce the potential dilution upon
any conversion of the Convertible Notes and/or offset any cash payments we are required to make in excess of the
principal amount of converted Convertible Notes, as the case may be, with such reduction and/or offset subject to a cap.

We have been advised that, in connection with establishing their initial hedges of the Capped Calls, the option
counterparties or their respective affiliates entered into various derivative transactions with respect to our Class A
common stock concurrently with or shortly after the pricing of the Convertible Notes.
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In addition, the option counterparties or their respective affiliates may modify their hedge positions by entering
into or unwinding various derivatives with respect to our Class A common stock and/or purchasing or selling our Class
A common stock or other securities of ours in secondary market transactions from time to time prior to the maturity of
the Convertible Notes (and are likely to do so during any observation period related to a conversion of Convertible
Notes). This activity could also cause or avoid an increase or a decrease in the market price of our Class A common stock
or the Convertible Notes, which could affect your ability to convert the Convertible Notes and, to the extent the activity
occurs during any observation period related to a conversion of Convertible Notes, it could affect the number of shares
and value of the consideration that you will receive upon conversion of such Convertible Notes.

We do not make any representation or prediction as to the direction or magnitude of any potential effect that the
transactions described above may have on the price of the Convertible Notes or our Class A common stock. In addition,
we do not make any representation that the option counterparties will engage in these transactions or that these
transactions, once commenced, will not be discontinued without notice.

We are subject to counterparty risk with respect to the Capped Calls.

The option counterparties are financial institutions, and we will be subject to the risk that any or all of them
might default under the Capped Calls. Our exposure to the credit risk of the option counterparties will not be secured by
any collateral. Past global economic conditions have resulted in the actual or perceived failure or financial difficulties of
many financial institutions. 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 the capped call transactions
with such option counterparty. Our exposure will depend on many factors but, generally, an increase in our exposure will
be correlated to an increase in the market price and in the volatility of our Class A common stock. In addition, upon a
default by an option counterparty, we may suffer more dilution than we currently anticipate with respect to our Class A
common stock. We can provide no assurances as to the financial stability or viability of the option counterparties.

Risks Related to Ownership of Our Class A Common Stock
The trading price of our Class A common stock may be volatile, and you could lose all or part of your investment.

Prior to our initial public offering, there was no public market for shares of our Class A common stock. On
November 10, 2017, we sold shares of our Class A common stock to the public at $20.00 per share. From November 10,
2017, the date that our Class A common stock began trading on the NASDAQ Global Select Market, through December
31, 2023, the trading price of our Class A common stock has ranged from $9.34 per share to $198.61 per share. The
trading price of our Class A common stock may continue to be volatile and could fluctuate significantly in response to
numerous factors, many of which are beyond our control, including:

» general market volatility caused by epidemics, endemics and pandemics such as COVID-19, acts of war, or other
significant domestic or international events;

* price and volume fluctuations in the overall stock market from time to time;
* volatility in the trading prices and trading volumes of technology stocks;
* volatility in the trading volumes of our Class A common stock;

» changes in operating performance and stock market valuations of other technology companies generally, or those
in our industry in particular;

» sales of shares of our Class A common stock by us or our stockholders;
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» failure of securities analysts to maintain coverage of us, changes in financial estimates by securities analysts
who follow our company, or our failure to meet these estimates or the expectations of investors;

* the financial projections we may provide to the public, any changes in those projections or our failure to meet
those projections;

* announcements by us or our competitors of new products or services;

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

* rumors and market speculation involving us or other companies in our industry;

» actual or anticipated changes in our results of operations or fluctuations in our results of operations;

* actual or anticipated developments in our business, our competitors’ businesses or the competitive landscape
generally;

e litigation involving us, our industry or both;

* regulatory actions or developments affecting our operations, those of our competitors or our industry more
broadly;

* developments or disputes concerning our intellectual property or other proprietary rights;

» announced or completed acquisitions of businesses, products, services or technologies by us or our competitors;
* new laws or regulations or new interpretations of existing laws or regulations applicable to our business;

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

* new rules adopted by certain index providers, such as S&P Dow Jones, that limit or preclude inclusion of
companies with multi-class capital structures in certain of their indices;

* any significant change in our management; and
» general economic conditions and slow or negative growth of our markets.

In addition, in the past, securities class action litigation has often been instituted following periods of volatility
in the overall market and the market price of a particular company’s securities. This litigation, if instituted against us,
could result in substantial costs and a diversion of our management’s attention and resources.

Substantial future sales of shares of our Class A common stock could cause the market price of our Class A common
stock to decline.

The market price of our Class A common stock could decline as a result of substantial sales of our Class A
common stock, particularly sales by our directors, executive officers and significant stockholders, or the perception in
the market that holders of a large number of shares intend to sell their shares.

Additionally, we rely on equity-based compensation as an important tool in attracting, retaining and motivating
our employees. Shares of Class A common stock issued upon the exercise of outstanding options and upon the vesting
of restricted stock unit awards under our equity incentive plans, and the shares reserved for future issuance under our
equity incentive plans, will become eligible for sale in the public market upon issuance and will result in dilution to
existing holders of our Class A common stock. Certain holders of our Class A common stock have rights, subject to some
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conditions, to require us to file registration statements covering their shares or to include their shares in registration
statements that we may file for our stockholders or ourselves.

The dual class structure of our common stock has the effect of concentrating voting control with those stockholders
who held our capital stock prior to the completion of our initial public offering. This may limit or preclude
stockholders’ ability to influence corporate matters, including the election of directors, amendments to our
organizational documents and any merger, consolidation, sale of all or substantially all of our assets, or other major
corporate transaction requiring stockholder approval.

Our Class A common stock has one vote per share, and our Class B common stock has ten votes per share.
Substantially all of our Class B common stock continues to be held by our current Chairman and CEO, David Morken,
and our co-Founder Henry Kaestner. Because of the ten-to-one voting ratio between our Class B and Class A common
stock, these holders of our Class B common stock collectively control approximately 46% of the combined voting power
of our common stock and therefore would be able to exert significant influence over all matters submitted to our
stockholders for approval. This concentrated voting control limits or precludes stockholders’ ability to influence
corporate matters for the foreseeable future, including the election of directors, amendments to our organizational
documents, and any merger, consolidation, sale of all or substantially all of our assets, or other major corporate
transaction requiring stockholder approval. In addition, this may prevent or discourage unsolicited acquisition proposals
or offers for our capital stock that stockholders may feel are in their best interest as one of our stockholders.

Future transfers by holders of Class B common stock will generally result in those shares converting to Class A
common stock, subject to limited exceptions, such as certain transfers effected for estate planning purposes. The
conversion of Class B common stock to Class A common stock will have the effect, over time, of increasing the relative
voting power of those holders of Class B common stock who retain their shares in the long term.

We cannot predict the impact our capital structure may have on our stock price.

In July 2017, S&P Dow Jones, a provider of widely followed stock indices, announced that companies with
multiple share classes, such as ours, will not be eligible for inclusion in certain of their indices. As a result, our Class A
common stock will likely not be eligible for these stock indices. Many investment funds are precluded from investing in
companies that are not included in such indices, and these funds would be unable to purchase our Class A common stock
if we were not included in such indices. We cannot assure you that other stock indices will not take a similar approach
to S&P Dow Jones in the future. Exclusion from indices could make our Class A common stock less attractive to investors
and, as a result, the market price of our Class A common stock could be adversely affected.

In addition, several stockholder advisory firms have announced their opposition to the use of multiple class
structures. As a result, the dual class structure of our common stock may cause stockholder advisory firms to publish
negative commentary about our corporate governance practices or otherwise seek to cause us to change our capital
structure. Any actions or publications by stockholder advisory firms critical of our corporate governance practices or
capital structure could also adversely affect the value of our Class A common stock.

We are effectively controlled by David A. Morken, our Co-Founder and Chief Executive Officer, whose interests may
differ from other stockholders.

Mr. Morken has the ability to effectively control the appointment of our management, the entering into of
mergers, sales of substantially all or all of our assets and other extraordinary transactions and influence amendments to
our certificate of incorporation and bylaws. In any of these matters, the interests of Mr. Morken may differ from or
conflict with your interests. Moreover, this concentration of ownership may also adversely affect the trading price for
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our Class A common stock to the extent investors perceive disadvantages in owning stock of a company with a
controlling stockholder.

If securities or industry analysts cease publishing research or reports about us, our business or our market, or if they
change their recommendations regarding our Class A common stock adversely, the trading price of our Class A
common stock and trading volume could decline.

The trading market for our Class A common stock is influenced by the research and reports that securities or
industry analysts may publish about us, our business, our market or our competitors. If any of the analysts who may
cover us change their recommendation regarding our Class A common stock in an adverse manner, or provide more
favorable recommendations about our competitors relative to us, the trading price of our Class A common stock would
likely decline. If any analyst who covers us were to cease coverage of our company or fail to regularly publish reports
on us, we could lose visibility in the financial markets, which in turn could cause the trading price of our Class A common
stock or trading volume to decline.

Anti-takeover provisions contained in our second amended and restated certificate of incorporation and third
amended and restated bylaws, as well as provisions of Delaware law, could impair a takeover attempt.

Our second amended and restated certificate of incorporation, third amended and restated bylaws and Delaware
law contain provisions which could have the effect of rendering more difficult, delaying, or preventing an acquisition
deemed undesirable by our board of directors. Among other things, our second amended and restated certificate of
incorporation and third amended and restated bylaws include provisions:

» authorizing “blank check” preferred stock, which could be issued by our board of directors without stockholder
approval and may contain voting, liquidation, dividend and other rights superior to our Class A and Class B
common stock;

* limiting the liability of, and providing indemnification to, our directors and officers;
» limiting the ability of our stockholders to call and bring business before special meetings;

* providing for a dual class common stock structure in which holders of our Class B common stock have the ability
to control the outcome of matters requiring stockholder approval, even if they own significantly less than a
majority of the outstanding shares of our Class A and Class B common stock, including the election of directors
and significant corporate transactions, such as a merger or other sale of our company or its assets;

» providing that our board of directors is classified into three classes of directors with s