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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933,
as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), about us and our
industry that involve substantial risks and uncertainties. All statements other than statements of historical fact contained in this Quarterly Report
on Form 10-Q are forward-looking statements regarding our future operating results and financial position, our business strategy and plans,
market growth and trends, and our objectives for future operations. Forward-looking statements generally relate to future events or our future
financial or operating performance. In some cases, you can identify forward-looking statements because they contain words such as “anticipate,”
“believe,” “contemplate,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “potential,” “predict,” “project,” “should,” “target,” “will,” or
“would,” or the negative of these words or other similar terms or expressions that concern our expectations, strategy, plans, or intentions. These
forward-looking statements include, but are not limited to, statements concerning the following:

• our expectations regarding our financial performance, including revenues, expenses, and margins, and our ability to achieve or
maintain future profitability;

• our ability to effectively manage our growth;

• anticipated performance, trends, growth rates, and challenges in our business and in the markets in which we operate or anticipate
entering into;

• economic and industry trends, in particular the rate of adoption of construction management software and digitization of the
construction industry, inflation, and challenging geopolitical conditions;

• our ability to attract new customers and retain and increase sales to existing customers;

• our ability to expand internationally;

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

• our estimated total addressable market;

• our expectations regarding our ability to successfully integrate our recent acquisitions into our business and receive the anticipated
benefits from such transactions;

• our ability to develop new products, services, and features, and whether our customers and prospective customers will adopt these
new products, services, and features;

• our ability to maintain, protect, and enhance our brand;

• the sufficiency of our cash to meet our cash needs for at least the next 12 months;

• future acquisitions, joint-ventures, or investments, including our strategic investments and investments in marketable securities;

• our ability to comply or remain in compliance with laws and regulations that currently apply or become applicable to our business in
the United States (“U.S.”) and internationally;

• our reliance on key personnel and our ability to attract, maintain, and retain management and skilled personnel; and

• the future trading price of our common stock.

You should not rely on forward-looking statements as predictions of future events. We have based the forward-looking statements
contained in this Quarterly Report on Form 10-Q primarily on our current expectations and projections about future events and trends that we
believe may affect our business, financial condition, and operating results. 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 Quarterly
Report on Form 10-Q. 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 Quarterly Report on Form 10-Q. The results, events, and circumstances reflected in the forward-looking statements may not be
achieved or occur, and actual results, events, or circumstances could differ materially from those described in the forward-looking statements.
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In addition, statements that “we believe,” and similar statements, reflect our beliefs and opinions on the relevant subject. These statements
are based on information available to us as of the date of this Quarterly Report on Form 10-Q. While we believe that information provides a
reasonable basis for these statements, that information may be limited or incomplete. Our statements should not be read to indicate that we
have conducted an exhaustive inquiry into, or review of, all relevant information. These statements are inherently uncertain, and investors are
cautioned not to unduly rely on these statements.

The forward-looking statements made in this Quarterly Report on Form 10-Q 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 Quarterly Report on Form 10-Q to reflect events or
circumstances after the date of this Quarterly Report on Form 10-Q 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.

Unless the context requires otherwise, references in this Quarterly Report on Form 10-Q to the “Company,” “Procore,” “we,” “us,” and “our”
refer to Procore Technologies, Inc. and its consolidated subsidiaries.
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RISK FACTORS SUMMARY

Investing in our common stock involves a high degree of risk. Below is a summary of factors material to our business that make an
investment in our securities speculative or risky. Importantly, this summary does not address all of the risks that we face. Additional discussion of
the risks summarized in this risk factor summary, as well as other risks we face can be found under the heading “Risk Factors” in Part II of this
Quarterly Report on Form 10-Q.

Our business is subject to a number of risks of which you should be aware before making a decision to invest in our common stock. These
risks include, among others, the following:

• we have experienced rapid growth in recent periods, and such growth may not be indicative of our future performance. If we fail to
properly manage future growth, our business, financial condition, results of operations, and prospects could be materially adversely
affected;

• we have a history of losses and may not be able to achieve or sustain profitability in the future;

• our business may be significantly impacted by changes in the economy and in spending across the construction industry;

• the construction management software industry is evolving rapidly and may not develop in ways we expect. If we fail to respond
adequately to changes in the industry, our business, financial condition, results of operations, and prospects could be materially
adversely affected;

• we are continuing to expand our operations outside the U.S., where we may be subject to increased business, regulatory, and
economic risks (including fluctuations in currency exchange rates) that could materially adversely affect our business, financial
condition, results of operations, and prospects;

• our business depends on a strong brand, and if we are not able to maintain and enhance our brand, our ability to retain and expand
our customer base may be impaired, and our business may be harmed;

• our ability to increase our customer base and achieve broader market acceptance of our products, services, and platform will
significantly depend on our ability to develop and expand our sales and marketing capabilities, the failure of which could materially
adversely affect our business, financial condition, results of operations, and prospects;

• we operate in a competitive market, and we must continue to compete effectively;

• interruptions or performance issues associated with our products, services, and platform, including the interoperability of our
platform across devices, operating systems, and third-party applications, could materially adversely affect our business, financial
condition, results of operations, and prospects;

• if we lose key management personnel or if we are unable to retain or hire additional qualified personnel, we may not be able to
achieve our strategic objectives and our business, financial condition, results of operations, and prospects could be materially
adversely affected;

• if we cannot maintain our company culture as we grow, we could lose the innovation, teamwork, passion, and focus on execution
that we believe contribute to our success;

• we are subject to stringent, changing, and sometimes potentially inconsistent obligations related to data privacy and security, both
domestically and internationally, and our actual or perceived failure to comply with such obligations could lead to regulatory
investigations or actions, litigation, fines and penalties, disruptions of our business operations, reputational harm, loss of revenue or
profits, loss of customers or sales, and other adverse consequences, any of which could materially adversely affect our business,
financial condition, results of operations, and prospects;

• if our information technology systems or data, or those of third parties upon which we rely, are or were compromised, we could
experience adverse consequences resulting from such compromise, including, but not limited to, regulatory investigations or actions,
litigation, fines and penalties, disruptions of our business operations, reputational harm, loss of revenue or profits, loss of customers
or sales, and other adverse consequences, any of which could materially adversely affect our business, financial condition, results of
operations, and prospects;
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• our failure to protect our intellectual property rights and proprietary information could diminish our brand and other intangible assets
and otherwise materially adversely affect our business, financial condition, results of operations, and prospects;

• we may be unsuccessful in making, integrating, and maintaining acquisitions, joint ventures, and strategic investments, which could
materially adversely affect our business, financial condition, results of operations, and prospects; and

• if we fail to maintain an effective system of disclosure controls and internal control over our financial reporting, including our acquired
companies, our ability to produce timely and accurate financial statements or comply with applicable regulations could be impaired
and our business, financial condition, results of operations, and prospects could be materially adversely affected.
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Part I – FINANCIAL INFORMATION

Item 1. Financial Statements
Procore Technologies, Inc.

Condensed Consolidated Balance Sheets
(unaudited)

(in thousands, except number of shares and par value)
March 31,

2023
December 31,

2022
Assets
Current assets

Cash and cash equivalents $ 328,964  $ 296,712 
Marketable securities (amortized cost of $274,029 and $286,001 at March 31, 2023 and December 31,

2022, respectively) 273,845  285,493 
Accounts receivable, net of allowances for credit losses of $3,232 and $4,113 at March 31, 2023 and

December 31, 2022, respectively 106,188  148,683 
Contract cost asset, current 24,220  23,600 
Prepaid expenses and other current assets 41,777  44,731 

Total current assets 774,994  799,219 
Capitalized software development costs, net 64,734  58,577 
Property and equipment, net 38,282  39,193 
Right of use assets - finance leases 36,353  37,026 
Right of use assets - operating leases 41,910  41,934 
Contract cost asset, non-current 40,299  40,477 
Intangible assets, net 153,622  162,953 
Goodwill 539,129  539,128 
Other assets 21,856  21,903 

Total assets $ 1,711,179  $ 1,740,410 
Liabilities and Stockholders’ Equity
Current liabilities

Accounts payable $ 19,451  $ 14,282 
Accrued expenses 69,625  99,182 
Deferred revenue, current 403,012  396,535 
Other current liabilities 22,598  21,639 

Total current liabilities 514,686  531,638 
Deferred revenue, non-current 5,536  5,278 
Finance lease liabilities, non-current 45,130  45,578 
Operating lease liabilities, non-current 37,230  38,087 
Other liabilities, non-current 4,245  3,049 

Total liabilities 606,827  623,630 
Commitments and contingencies (Note 8)
Stockholders’ equity

Preferred stock, $0.0001 par value, 100,000,000 shares authorized at March 31, 2023 and December 31,
2022; 0 shares issued and outstanding at March 31, 2023 and December 31, 2022. —  — 

Common stock, $0.0001 par value, 1,000,000,000 shares authorized at March 31, 2023 and December 31,
2022; 140,371,688 and 139,159,534 shares issued and outstanding at March 31, 2023 and
December 31, 2022, respectively. 14  14 

Additional paid-in capital 2,118,936  2,068,225 
Accumulated other comprehensive loss (2,008) (2,316)
Accumulated deficit (1,012,590) (949,143)

Total stockholders’ equity 1,104,352  1,116,780 

Total liabilities and stockholders’ equity $ 1,711,179  $ 1,740,410 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Procore Technologies, Inc.
Condensed Consolidated Statements of Operations and Comprehensive Loss

(unaudited)

Three Months Ended March 31,
(in thousands, except share and per share amounts) 2023 2022
Revenue $ 213,526  $ 159,516 
Cost of revenue 40,202  33,332 

Gross profit 173,324  126,184 
Operating expenses

Sales and marketing 117,363  93,915 
Research and development 80,036  60,254 
General and administrative 45,188  43,152 

Total operating expenses 242,587  197,321 
Loss from operations (69,263) (71,137)
Interest income 4,948  74 
Interest expense (496) (565)
Accretion income, net 1,632  — 
Other (expense) income, net (210) 543 
Loss before provision for income taxes (63,389) (71,085)

Provision for income taxes 58  334 

Net loss $ (63,447) $ (71,419)

Net loss per share attributable to common stockholders, basic and diluted $ (0.45) $ (0.53)
Weighted-average shares used in computing net loss per share attributable to common stockholders,

basic and diluted 139,646,465 134,530,010
Other comprehensive income

Foreign currency translation adjustment, net of tax $ (16) $ 345 
Unrealized gain on available-for-sale debt and marketable securities, net of tax 324  — 

Total other comprehensive income 308  345 

Comprehensive loss $ (63,139) $ (71,074)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Procore Technologies, Inc.
Condensed Consolidated Statements of Stockholders’ Equity

(unaudited)

Common Stock
Additional

Paid-in
Capital

Accumulated
Other

Comprehensive
Loss

Accumulated
Deficit

Total
Stockholders'

Equity(in thousands, except share amounts) Shares Amount
Balance as of December 31, 2021 134,046,926 $ 13  $ 1,852,071  $ (583) $ (662,212) $ 1,189,289 

Exercise of stock options 697,998 —  6,795  —  —  6,795 
Stock-based compensation — —  39,375  —  —  39,375 
Issuance of common stock upon
settlement of restricted stock units 706,663 —  —  —  —  — 

Other comprehensive income — —  —  345  —  345 
Net loss — —  —  —  (71,419) (71,419)

Balance as of March 31, 2022 135,451,587 $ 13  $ 1,898,241  $ (238) $ (733,631) $ 1,164,385 

Common Stock
Additional

Paid-in
Capital

Accumulated
Other

Comprehensive
Loss

Accumulated
Deficit

Total
Stockholders'

Equity(in thousands, except share amounts) Shares Amount
Balance as of December 31, 2022 139,159,534 $ 14  $ 2,068,225  $ (2,316) $ (949,143) $ 1,116,780 

Exercise of stock options 272,032 —  3,651  —  —  3,651 
Stock-based compensation — —  47,060  —  —  47,060 
Issuance of common stock upon
settlement of restricted stock units 940,122 —  —  —  —  — 

Other comprehensive income — —  —  308  —  308 
Net loss — —  —  —  (63,447) (63,447)

Balance as of March 31, 2023 140,371,688 $ 14  $ 2,118,936  $ (2,008) $ (1,012,590) $ 1,104,352 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Procore Technologies, Inc.
Condensed Consolidated Statements of Cash Flows

(unaudited)

Three Months Ended March 31,
(in thousands) 2023 2022
Operating activities
Net loss $ (63,447) $ (71,419)
Adjustments to reconcile net loss to net cash provided by operating activities

Stock-based compensation 44,938  37,209 
Depreciation and amortization 16,874  15,147 
Accretion of discounts on marketable debt securities, net (1,632) — 
Abandonment of long-lived assets 441  — 
Noncash operating lease expense 2,628  2,156 
Unrealized foreign currency loss (gain), net 408  (477)
Deferred income taxes 2  (352)
Provision for (benefit from) credit losses 1,726  (98)
Increase in fair value of strategic investments (36) — 
Changes in operating assets and liabilities

Accounts receivable 42,948  34,473 
Deferred contract cost assets (460) (4,066)
Prepaid expenses and other assets 4,549  (5,175)
Accounts payable 4,648  339 
Accrued expenses and other liabilities (28,181) (4,357)
Deferred revenue 6,489  8,774 
Operating lease liabilities (2,620) (1,870)

Net cash provided by operating activities 29,275  10,284 
Investing activities
Purchases of property and equipment (2,173) (7,525)
Capitalized software development costs (7,951) (7,632)
Purchases of strategic investments (149) (2,329)
Purchases of marketable securities (89,996) — 
Maturities of marketable securities 103,909  — 
Originations of materials financing (9,077) — 
Customer repayments of materials financing 5,358  — 
Settlement of post-close working capital adjustments from business combinations —  1,291 

Net cash used in investing activities (79) (16,195)
Financing activities
Proceeds from stock option exercises 3,722  6,907 
Principal payments under finance lease agreements, net of proceeds from lease incentives (410) (365)

Net cash provided by financing activities 3,312  6,542 
Net increase in cash, cash equivalents and restricted cash 32,508  631 
Effect of exchange rate changes on cash (256) 175 
Cash, cash equivalents and restricted cash, beginning of period 299,816  589,212 

Cash, cash equivalents and restricted cash, end of period $ 332,068  $ 590,018 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Procore Technologies, Inc.
Condensed Consolidated Statements of Cash Flows

(unaudited)

Three Months Ended March 31,
(in thousands) 2023 2022
Reconciliation of cash, cash equivalents and restricted cash to the condensed consolidated balance

sheets
Cash and cash equivalents at end of period $ 328,964  $ 586,914 
Restricted cash, non-current at end of period included in other assets 3,104  3,104 
Total cash, cash equivalents and restricted cash at end of period shown in the condensed consolidated

statements of cash flows $ 332,068  $ 590,018 
Supplemental disclosure of cash flow information
Cash paid for interest other than finance leases $ —  $ 38 
Cash paid for income taxes, net of refunds received 79  98 
Stock-based compensation capitalized for cloud-computing arrangement costs 69  44 
Cash received for lease incentives 239  405 
Cash paid for amounts included in the measurement of lease liabilities

Operating cash flows from finance leases 496  511 
Operating cash flows from operating leases 3,119  2,518 
Financing cash flows from finance leases 496  454 

Noncash investing and financing activities:
Purchases of property and equipment included in accounts payable and accrued expenses at period end 1,306  1,521 
Capitalized software development costs included in accounts payable and accrued expenses at period end 2,088  1,829 
Deferred offering costs included in accounts payable and accrued expenses at period end —  270 
Stock-based compensation capitalized for software development 2,053  2,122 
Conversion of available-for-sale debt securities into equity securities —  3,292 
Right of use assets obtained in exchange for operating lease liabilities 2,615  6,993 
Noncash net change due to operating lease remeasurement —  (1,676)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Procore Technologies, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

1. ORGANIZATION AND DESCRIPTION OF BUSINESS

Description of business

Procore Technologies, Inc. (together with its subsidiaries, “Procore” or the “Company”) provides a cloud-based construction management
platform and related products and services that allow the construction industry’s key stakeholders, such as owners, general contractors,
specialty contractors, architects, and engineers, to collaborate on construction projects.

The Company was incorporated in California in 2002 and re-incorporated in Delaware in 2014. The Company is headquartered in
Carpinteria, California, and has operations globally.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The accompanying condensed consolidated financial statements include the interim financial statements of Procore Technologies, Inc. and
its subsidiaries. The condensed consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in the United States (“U.S. GAAP”) and are unaudited. Certain information and disclosures normally included in consolidated financial
statements prepared in accordance with U.S. GAAP have been condensed or omitted. Accordingly, these condensed consolidated financial
statements should be read in conjunction with the audited consolidated financial statements and related notes for the year ended December 31,
2022. The condensed consolidated balance sheet information as of December 31, 2022 has been derived from the Company's audited
consolidated financial statements. The condensed consolidated financial statements have been prepared on a basis consistent with that used to
prepare the audited annual consolidated financial statements and include, in the opinion of management, all adjustments, consisting of normal
recurring items, necessary for the fair statement of the condensed consolidated financial statements. All intercompany balances and transactions
have been eliminated in consolidation. Certain balances have been reclassified to conform to current year presentation.

Use of estimates

The preparation of condensed consolidated financial statements in conformity with U.S. GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
condensed consolidated financial statements and the reported amounts of revenue and expenses during the reporting period. Management
periodically evaluates its estimates and assumptions for continued reasonableness, primarily with respect to revenue recognition, the period of
benefit of contract cost assets, the fair value of assets acquired and liabilities assumed in a business combination, stock-based compensation
expense, including the fair value of the Company’s common stock prior to the effective date of the Company’s initial public offering (“IPO”), the
recoverability of goodwill and long-lived assets, useful lives of long-lived assets, capitalization of software development costs, income taxes,
including related reserves and allowances, and self-insurance reserve estimates. Appropriate adjustments, if any, to the estimates used are
made prospectively based upon such periodic evaluation. Management bases its estimates on historical experience and on various other
assumptions that management believes to be reasonable. Actual results could differ from the Company's estimates.

Segments

The Company operates as a single operating segment. Operating segments are defined as components of an enterprise for which
separate financial information is evaluated regularly by the chief operating decision maker (“CODM”), in deciding how to allocate resources and
assess performance. The Company’s CODM is its Chief Executive Officer. In recent years, the Company has completed a number of
acquisitions which have allowed it to expand its platform capabilities and related product and service offerings.

While the Company provides different product and service offerings, including as a result of its acquisitions, its business operates as one
operating segment because its CODM evaluates the Company’s financial information for purposes of assessing financial performance and
allocating resources on a consolidated basis.
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Procore Technologies, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

Marketable securities

Investments with stated maturities of greater than three months are classified as marketable securities, which consist of United States
("U.S.") treasury securities, commercial paper, corporate notes and obligations, and time deposits. The Company determines the appropriate
classification of each investment at the time of purchase and re-evaluates such classification at each balance sheet date. The Company
classifies each marketable debt security as either short-term or long-term at each balance sheet date based on the underlying investment’s
contractual maturity date. Short-term investments are investments with an original maturity date of less than one year when purchased. All
marketable securities held as of March 31, 2023 and December 31, 2022 are classified and accounted for as short-term available-for-sale debt
securities, which are carried at fair value.

The Company periodically assesses its portfolio of marketable securities for impairment. The Company evaluates each investment in an
unrealized loss position to determine if any portion of the unrealized loss is related to credit losses. In determining whether a credit loss may
exist, the Company considers the extent of the unrealized loss position, any adverse conditions specifically related to the security or the issuer’s
operating environment, the pay structure of the security, the issuer’s payment history, and any changes in the issuer’s credit rating. Unrealized
losses on marketable securities due to expected credit losses are recognized in other (expense) income, net in the accompanying condensed
consolidated statements of operations and comprehensive loss, and any excess unrealized gains and losses, net of tax, that are not due to
expected credit losses are included in accumulated other comprehensive loss, a component of stockholders’ equity. During the three months
ended March 31, 2023, there were no credit losses recorded on marketable securities. Interest recorded on marketable securities is recorded in
interest income, with accretion of discounts, net of amortization of premiums, recorded in accretion income, net, on the accompanying
condensed consolidated statements of operations and comprehensive loss.

Materials financing revenues and receivables

In connection with its acquisition of Express Lien, Inc. (d/b/a Levelset) (“Levelset”), in November 2021, the Company assumed a materials
financing program, which facilitates the purchase of construction materials from fulfillment partners (the Company’s suppliers) on behalf of its
customers, allowing such customers to finance their materials purchases from the Company on deferred payment terms. The fulfillment partner
is primarily responsible for fulfilling the materials purchases and the Company does not have control over such materials. The Company earns
revenues from origination fees and finance charges on the amounts it finances for customers on deferred payment terms, which are typically 120
days. Such fees earned are computed and recognized based on the effective interest method and are presented net of any related reserves and
amortization of deferred origination costs.

Gross receivables outstanding from customers under the materials financing program were $17.0 million and $13.6 million as of March 31,
2023 and December 31, 2022, respectively. The related allowance for expected credit losses for materials financing receivables was $3.4 million
and $2.1 million as of March 31, 2023 and December 31, 2022, respectively. Materials financing receivables, net of allowances, are recorded
within prepaid expenses and other current assets on the accompanying condensed consolidated balance sheets.

Self-insurance reserves

In January 2022, the Company elected to partially self-fund its health insurance plan. To reduce its risk related to high-dollar claims, the
Company maintains individual stop-loss insurance. The Company estimates its exposure for claims incurred at the end of each reporting period,
including claims not yet reported, with the assistance of an independent third-party actuary. As of March 31, 2023 and December 31, 2022, the
Company’s net self-insurance accrual was $2.1 million and $1.9 million, respectively, included within other current liabilities on the condensed
consolidated balance sheet.
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Procore Technologies, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

Strategic investments

Investments in equity securities

The Company holds investments in equity securities of certain privately held companies, which do not have readily determinable fair
values. The Company does not have a controlling interest or significant influence in these companies. The Company has elected to measure the
non-marketable equity securities at cost, with remeasurements to fair value only upon the occurrence of observable price changes in orderly
transactions for the identical or similar securities of the same issuer, or in the event of any impairment. This election is reassessed each
reporting period to determine whether a non-marketable equity security has a readily determinable fair value, in which case the security would no
longer be eligible for this election. All gains and losses on such equity securities, realized and unrealized, are recorded in other (expense)
income, net on the accompanying condensed consolidated statements of operations and comprehensive loss. The Company evaluates its non-
marketable equity securities for impairment at each reporting period based on a qualitative assessment that considers various potential
impairment indicators. If an impairment exists, a loss is recognized in the accompanying condensed consolidated statements of operations and
comprehensive loss for the amount by which the carrying value exceeds the fair value of the investment.

Investments in limited partnership funds

The Company also holds investments in certain limited partnership funds. The Company does not hold a controlling interest or significant
influence in these limited partnerships. The fair value of such investments is valued using the Net Asset Value (“NAV”) provided by the fund
administrator as a practical expedient.

Available-for-sale debt securities

The Company also holds certain investments in debt securities of privately held companies, which are classified as available-for-sale debt
securities. Such available-for-sale debt securities are recorded at fair value with changes in fair value recorded in other comprehensive income
or loss. The Company periodically reviews its available-for-sale debt securities to determine if there has been an other-than-temporary decline in
fair value. If the impairment is deemed other-than-temporary, the portion of the impairment related to credit losses is recognized in other
(expense) income, net in the accompanying condensed consolidated statements of operations and comprehensive loss, and the portion related
to non-credit related losses is recognized as a component of comprehensive loss.

Fair value measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. Valuation techniques used to measure fair value must maximize the use of observable inputs and
minimize the use of unobservable inputs. Fair value measurements are based on a fair value hierarchy using three levels of inputs, of which the
first two are considered observable and the last is considered unobservable, as follows:

Level 1    Quoted prices in active markets for identical assets or liabilities.

Level 2    Quoted prices for identical or similar assets and liabilities in markets that are not active or observable inputs other than quoted
prices in active markets for identical or similar assets or liabilities.

Level 3    Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.

As of March 31, 2023 and December 31, 2022, the carrying value of the Company’s financial instruments included in current assets and
current liabilities (including accounts receivable, accounts payable and accrued expenses) approximate fair value due to the short-term nature of
such items. The Company measures its cash held in money market funds, marketable securities, and investments in available-for-sale debt
securities at fair value each reporting period. The estimation of fair value for available-for-sale debt securities in private companies requires the
use of significant unobservable inputs, and as a result, the Company classifies these assets as Level 3 within the fair value hierarchy.
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The Company’s investments in equity securities of privately held companies are recorded at fair value on a non-recurring basis. For
investments without a readily determinable fair value, the Company looks to observable transactions, such as the issuance of new equity by an
investee, as indicators of investee enterprise value and uses them to estimate the fair value of the investments. The Company’s investments in
limited partnerships are valued using NAV as a practical expedient and therefore excluded from the fair value hierarchy.

Concentrations of credit risk

The Company maintains its cash, cash equivalents, and marketable securities balances with major financial institutions that typically
exceed federally insured limits. Following the closure of Silicon Valley Bank in March 2023, the Company’s checking, saving, and investment
accounts were subsequently assumed by First Citizens Bank & Trust Company (“First Citizens Bank”). As of March 31, 2023, less than 1% of the
Company's total cash, cash equivalents, and marketable securities balances were held in deposit accounts at First Citizens Bank, and all other
amounts with First Citizens Bank were held in money market funds. The vast majority of the Company's cash and cash equivalents balances
were held in the form of money market funds at other large, global financial institutions.

Deferred revenue

Contract liabilities consist of revenue that is deferred when the Company has the contractual right to invoice in advance of transferring
services to its customers. The Company recognized revenue of $171.5 million and $128.2 million during the three months ended March 31, 2023
and 2022, respectively, that was included in deferred revenue balances at the beginning of the respective periods.

Remaining performance obligation

The transaction price allocated to remaining performance obligations represents the contracted transaction price that has not yet been
recognized as revenue, which includes deferred revenue and amounts under non-cancelable contracts that will be invoiced and recognized as
revenue in future periods. As of March 31, 2023, the aggregate amount of the transaction price allocated to remaining performance obligations
was $805.5 million, of which the Company expects to recognize approximately 73% as revenue in the next 12 months and substantially all of the
remainder between 12 and 36 months thereafter.

3. INVESTMENTS

Marketable securities

Marketable securities consisted of the following as of March 31, 2023 (in thousands):

Amortized Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses Fair Value
U.S. treasury securities $ 96,353  $ 80  $ (59) $ 96,374 
Commercial paper 35,932  —  —  35,932 
Corporate notes and obligations 87,661  44  (249) 87,456 
Time deposits 54,083  —  —  54,083 

Total marketable securities $ 274,029  $ 124  $ (308) $ 273,845 
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Marketable securities consisted of the following as of December 31, 2022 (in thousands):

Amortized Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses Fair Value
U.S. treasury securities $ 86,666  $ 7  $ (196) $ 86,477 
Commercial paper 73,234  6  (326) 72,914 
Corporate notes and obligations 65,150  —  —  65,150 
Time deposits 60,951  1  —  60,952 

Total marketable securities $ 286,001  $ 14  $ (522) $ 285,493 

All marketable securities held as of March 31, 2023 and December 31, 2022 had a contractual maturity of less than one year. During the
three months ended March 31, 2023, there were maturities of marketable securities of $103.9 million. There were no sales or impairments of
marketable securities during the three months ended March 31, 2023.

Strategic investments

Strategic investment activity during the three months ended March 31, 2023 is summarized as follows (in thousands):

Equity Securities
Limited

Partnerships

Available-for- Sale
Debt

Securities Total
Balance as of December 31, 2022 $ 7,286  $ 3,402  $ 355  $ 11,043 
Interest accrued on available-for-sale debt securities —  —  2  2 
Purchases of strategic investments —  149  —  149 
Unrealized (loss) gain on strategic investments (1) 37  —  36 

Balance as of March 31, 2023 $ 7,285  $ 3,588  $ 357  $ 11,230 

Strategic investment activity during the three months ended March 31, 2022 is summarized as follows (in thousands):

Equity Securities
Limited

Partnerships

Available-for- Sale
Debt

Securities Total
Balance as of December 31, 2021 $ 3,882  $ —  $ 3,450  $ 7,332 
Interest accrued on available-for-sale debt securities —  —  101  101 
Purchases of strategic investments —  2,329  —  2,329 
Conversion of available-for-sale debt securities into equity

securities 3,292  —  (3,292) — 
Unrealized gain (loss) on strategic investments —  —  42  42 

Balance as of March 31, 2022 $ 7,174  $ 2,329  $ 301  $ 9,804 

Strategic investments are recorded in other assets in the condensed consolidated balance sheets. As of March 31, 2023, in connection
with the Company's investments in limited partnerships, it has a contractual
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obligation to provide additional investment funding of up to $6.2 million at the option of the investees. No impairment losses were recorded
during the three months ended March 31, 2023 or 2022.

4. FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial assets measured at fair value on a recurring basis within the fair value hierarchy are summarized as follows (in thousands):

March 31, 2023
Level 1 Level 2 Level 3 Total

Cash equivalents:
Money market funds $ 308,622  $ —  $ —  $ 308,622 

Marketable securities:
U.S. treasury securities 96,374  —  —  96,374 
Commercial paper —  35,932  —  35,932 
Corporate notes and obligations —  87,456  —  87,456 
Time deposits —  54,083  —  54,083 

Strategic investments:
Investments in available-for-sale debt securities —  —  357  357 

Total $ 404,996  $ 177,471  $ 357  $ 582,824 

December 31, 2022
Level 1 Level 2 Level 3 Total

Cash equivalents:
Money market funds $ 30,200  $ —  $ —  $ 30,200 

Marketable securities:
U.S. treasury securities 86,477  —  —  86,477 
Commercial paper —  72,914  —  72,914 
Corporate notes and obligations —  65,150  —  65,150 
Time deposits —  60,952  —  60,952 

Strategic investments:
Investments in available-for-sale debt securities —  —  355  355 

Total $ 116,677  $ 199,016  $ 355  $ 316,048 

5. LEASES

The Company has primarily entered into lease arrangements for office space, in addition to other miscellaneous equipment. The
Company's leases have initial non-cancelable lease terms ranging from one to 10 years. Some of the Company's leases include an option for it
to extend the term of the lease for up to 10 years.

Operating lease commencements and modifications resulted in net increases to right of use assets–operating leases and corresponding
operating lease liabilities on the Company's condensed consolidated balance sheet of $2.6 million and $7.0 million during the three months
ended March 31, 2023 and 2022, respectively.
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6. INTANGIBLE ASSETS AND GOODWILL

Intangible assets

The Company's finite-lived intangible assets are summarized as follows (in thousands):

March 31, 2023

Gross Carrying
Amount

Accumulated
Amortization

Net Carrying
Amount

Weighted-Average
Remaining Useful

Life (Years)
Developed technology $ 157,133  $ (48,196) $ 108,937  4.9
Customer relationships 66,350  (21,665) 44,685  4.6

Total $ 223,483  $ (69,861) $ 153,622  4.8

December 31, 2022

Gross Carrying
Amount

Accumulated
Amortization

Net Carrying
Amount

Weighted-Average
Remaining Useful

Life (Years)
Developed technology $ 157,130  $ (41,968) $ 115,162  5.1
Customer relationships 66,350  (18,559) 47,791  4.9

Total $ 223,480  $ (60,527) $ 162,953  5.1

The Company estimates that there is no significant residual value related to its intangible assets. Intangible assets amortization expense is
summarized as follows (in thousands):

Three Months Ended March 31,
2023 2022

Cost of revenue $ 5,493  $ 5,654 
Sales and marketing 3,107  3,106 
Research and development 734  902 

Total amortization of acquired intangible assets $ 9,334  $ 9,662 

Goodwill

As of March 31, 2023, the Company had goodwill of $539.1 million on its condensed consolidated balance sheet. The change in the
Company’s goodwill balance during the three months ended March 31, 2023 was due to the effect of foreign currency translation. There was no
impairment of goodwill during the periods presented.
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7. ACCRUED EXPENSES

The following represents the components of accrued expenses contained within the Company's condensed consolidated balance sheets at
the end of each period (in thousands):

March 31,
2023

December 31,
2022

Accrued bonuses $ 8,350  $ 28,357 
Accrued commissions 9,523  20,389 
Accrued salary, payroll tax, and employee benefit liabilities 37,770  34,113 
Other accrued expenses 13,982  16,323 

Total accrued expenses $ 69,625  $ 99,182 

8. COMMITMENTS AND CONTINGENCIES

Purchase commitments

The Company's purchase commitments relate to non-cancelable multi-year agreements with third parties to purchase goods and services.
During the three months ended March 31, 2023, the Company executed a renewal agreement for hosting services for a total commitment of
$45.0 million to be paid over the period from 2023 through 2025. Outside of this renewal agreement, there were no further material changes to
the Company's purchase commitments from those disclosed in the Company's Annual Report on Form 10-K for the year ended December 31,
2022.

Litigation

From time to time, the Company may be subject to various litigation matters arising in the ordinary course of business. However, the
Company is not aware of any currently pending legal matters or claims that could have a material adverse effect on its financial position, results
of operations, or cash flows should such litigation be resolved unfavorably.

Indemnifications

In the ordinary course of business, the Company may provide indemnification of varying scope and terms to customers, vendors, investors,
directors, and officers with respect to certain matters, including, but not limited to, losses arising out of its breach of such agreements, services to
be provided by the Company, or from intellectual property infringement claims made by third parties. These indemnification provisions may
survive termination of the underlying agreement and the maximum potential amount of future payments the Company could be required to make
under these indemnification provisions may not be subject to maximum loss clauses. The maximum potential amount of future payments the
Company could be required to make under these indemnification provisions is indeterminable.

The Company has never paid a material claim, nor has the Company been sued in connection with these indemnification arrangements. To
date, the Company has not accrued a liability for these guarantees because the likelihood of incurring a payment obligation, if any, in connection
with these guarantees is not probable or reasonably estimable.

9. STOCK-BASED COMPENSATION

2021 Equity Incentive Plan

In May 2021, the Company's board of directors (the "Board") adopted, and the stockholders approved, the 2021 Equity Incentive Plan (the
"2021 Plan") with the purpose of granting stock-based awards, including stock options, stock appreciation rights, restricted stock awards
(“RSAs”), restricted stock units (“RSUs”), performance awards, and other forms of awards, to employees, directors, and consultants. As of
December 31, 2022, a total of 37,664,961 shares of common stock were authorized for issuance under the 2021 Plan. The number of shares of
the Company's common stock reserved for issuance under the 2021 Plan automatically increases on January 1 of each calendar year, starting
on January 1, 2022 through January 1, 2031, in an
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amount equal to either (i) 5% of the total number of shares of the Company's common stock outstanding on December 31 of the fiscal year
before the date of each automatic increase, or (ii) a lesser number of shares determined by the Board prior to the applicable January 1.
Accordingly, on January 1, 2023, the number of shares of common stock that may be issued under the 2021 Plan increased by an additional
6,957,976 shares. As a result, as of March 31, 2023, a total of 44,622,937 shares of common stock are authorized for issuance under the 2021
Plan. As of March 31, 2023, a total of 34,172,900 shares of common stock were available for issuance under the 2021 Plan. No stock options
have been issued under the 2021 Plan.

Stock options

No stock options were granted during the periods presented.

The following table summarizes the stock option activity during the three months ended March 31, 2023:

Number of
Shares

Weighted-
Average

Exercise Price
Outstanding at December 31, 2022 5,723,772 $ 12.65 
Exercised (272,032) 13.42 
Canceled/Forfeited (3,897) 22.58 
Outstanding at March 31, 2023 5,447,843 12.61 
Exercisable at March 31, 2023 5,362,988 $ 12.41 

As of March 31, 2023, the total unrecognized stock‑based compensation cost for unvested stock options was $0.6 million, which is
expected to be recognized over a weighted-average period of 0.3 years.

Restricted stock units

In 2018, the Company began issuing RSUs to certain employees, officers, non-employee consultants, and directors. Substantially all of the
RSUs granted subsequent to the Company’s IPO vest based solely on continued service, which is generally over four years, on either a
quarterly or annual vesting schedule.

The following table summarizes the RSU activity during the three months ended March 31, 2023:

Number of
Shares

Weighted-
Average Grant
Date Fair Value

Outstanding at December 31, 2022 8,495,298 $ 57.94 
Granted 2,482,884 59.25 
Vested (940,122) 51.20 
Canceled/Forfeited (392,507) 75.09 
Outstanding at March 31, 2023 9,645,553 $ 58.23 

As of March 31, 2023, the total unrecognized stock‑based compensation cost for all RSUs outstanding was $480.7 million, which is
expected to be recognized over a weighted‑average vesting period of 2.8 years.

18



Table of Contents
Procore Technologies, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

Restricted stock awards

In November 2021, the Company issued 199,670 RSAs to certain key employees in connection with the acquisition of Levelset that vest
based on their continued service over a two-year period. The fair value of the RSAs issued was $95.05 per share, which was the closing trading
stock price of the Company’s common stock on the acquisition date. These shares are released from restriction quarterly over a two-year period
assuming the continued service of the employees. During the three months ended March 31, 2023, the Company recognized $5.3 million in
stock-based compensation related to RSAs whose vesting was accelerated upon the departure of certain employees. The Company also
expensed $3.4 million related to the accelerated vesting of cash retention amounts upon such employees' departure, which were recorded in
prepaid expenses and other current assets as of December 31, 2022.

As of March 31, 2023 and December 31, 2022, 182,387 and 99,833 shares have vested, respectively. During the three months ended
March 31, 2023 and 2022, the Company recognized stock-based compensation expense of $6.6 million and $2.4 million, respectively, relating to
these shares.

Employee Stock Purchase Plan

In May 2021, the Board adopted, and the stockholders approved, the 2021 Employee Stock Purchase Plan (the “ESPP”), which became
effective immediately prior to the effective date of the Company's IPO. A total of 2,600,000 shares of common stock were initially reserved for
issuance under the ESPP. The number of shares of the Company's common stock reserved for issuance under the ESPP automatically
increases on January 1 of each year for a period of ten years, beginning on January 1, 2022 and continuing through January 1, 2031, by the
lesser of (i) 1% of the total number of shares of the Company's common stock outstanding on December 31 of the immediately preceding year;
and (ii) 3,900,000 shares, except before the date of any such increase, the Board may determine that such increase will be less than the amount
set forth in clauses (i) and (ii). Accordingly, on January 1, 2023 and 2022, the number of shares of common stock reserved under the ESPP
increased by an additional 1,391,595 and 1,340,469 shares, respectively.

The offering periods are scheduled to start in May and November of each year. The ESPP provides for consecutive offering periods that
will typically have a duration of 12 months in length and comprise two purchase periods of six months in length, subject to reset and rollover
provisions.

The ESPP provides eligible employees with an opportunity to purchase shares of the Company’s common stock through payroll deductions
of up to 15% of their eligible compensation, subject to a maximum of $25,000 of stock per calendar year. A participant may purchase a maximum
of 2,500 shares of common stock during a purchase period. Amounts deducted and accumulated by the participant are used to purchase shares
of common stock at the end of each six-month purchase period. The purchase price of the shares shall be 85% of the lower of the fair market
value of the common stock on (i) the first trading day of the applicable offering period and (ii) the last trading day of each purchase period in the
related offering period. However, in the event the fair value of the common stock on the purchase date is lower than the fair value on the first
trading day of the offering period, the offering period is terminated immediately following the purchase and a new offering period begins the
following day. Participants may generally end their participation at any time prior to the last 15 days of a purchase period and will be repaid their
accrued contributions that have not yet been used to purchase shares of common stock. Participation ends automatically upon termination of
employment.

Employee payroll contributions accrued in connection with the ESPP were $11.1 million and $4.7 million as of March 31, 2023 and
December 31, 2022, respectively, and are included within accrued expenses in the condensed consolidated balance sheet. Employee payroll
contributions ultimately used to purchase shares will be reclassified to stockholders' equity on the purchase date. Stock-based compensation
expense related to the ESPP is recognized on a straight-line basis over the offering period. During the three months ended March 31, 2023 and
2022, the Company recorded stock-based compensation of $2.1 million and $3.4 million, respectively, in connection with the ESPP.

As of March 31, 2023, unrecognized stock-based compensation expense related to the ESPP was $2.1 million, which is expected to be
recognized over a weighted-average period of 0.2 years.
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Stock-based compensation

The Company recorded total stock-based compensation cost from stock options, RSUs, RSAs, and the ESPP as follows (in thousands):

Three Months Ended March 31,
2023 2022

Cost of revenue $ 1,651  $ 1,458 
Sales and marketing 13,060  10,296 
Research and development 19,779  13,008 
General and administrative 10,448  12,447 

Total stock-based compensation expense $ 44,938  $ 37,209 
Stock-based compensation capitalized for software development and cloud-computing arrangement

implementation costs 2,122  2,166 
Total stock-based compensation cost $ 47,060  $ 39,375 

10. INCOME TAXES

For the three months ended March 31, 2023 and 2022, income tax expenses recorded by the Company were $0.1 million and $0.3 million,
respectively. As of March 31, 2023, the Company maintained a full valuation allowance on its U.S. federal, state, and certain foreign net deferred
tax assets as it was more likely than not that those deferred tax assets would not be realized.

In determining quarterly provisions for income taxes, the Company uses the annual estimated effective tax rate applied to the actual year-
to-date income or loss, adjusted for discrete items, if any, arising in that quarter. The Company’s annual estimated effective tax rate differs from
the U.S. federal statutory rate of 21% primarily as a result of state taxes, foreign taxes, and changes in the Company’s valuation allowance.

11. NET LOSS PER SHARE

Basic and diluted net loss per share is presented in conformity with the two-class method required for participating securities. Basic net
loss per share attributable to common stockholders is calculated by dividing the net loss attributable to common stockholders by the weighted-
average number of shares of common stock outstanding during the period.

As the Company has reported net losses attributable to common stockholders for all periods presented, all potentially dilutive securities are
anti-dilutive and accordingly, basic net loss per share attributable to common stockholders equals diluted net loss per share attributable to
common stockholders.

The following weighted-average potentially dilutive shares are excluded from the calculation of diluted earnings per share as they are anti-
dilutive:

Three Months Ended March 31,
2023 2022

Restricted stock units and restricted stock awards subject to future vesting 8,213,933 6,631,968
Shares issuable pursuant to the ESPP 388,999 520,485
Shares of common stock issuable from stock options 5,588,307 7,250,114

Total 14,191,239 14,402,567
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12. GEOGRAPHIC INFORMATION

The following table sets forth the Company’s revenues by geographic region, which is determined based on the billing location of the
customer (in thousands):

Three Months Ended March 31,
2023 2022

Revenue by geographic region:
U.S. $ 183,925  $ 136,204 
Rest of the world 29,601  23,312 

Total revenue $ 213,526  $ 159,516 
Percentage of revenue by geographic region:

U.S. 86 % 85 %
Rest of the world 14 % 15 %
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion and analysis of our financial condition and results of operations in conjunction with our condensed
consolidated financial statements and the related notes and other financial information included elsewhere in this Quarterly Report on Form 10-Q
and our audited consolidated financial statements and notes thereto and the related Management’s Discussion and Analysis of Financial
Condition and Results of Operations included in our Annual Report on Form 10-K dated March 1, 2023. You should review the disclosure under
“Part II, Item 1A - Risk Factors” in this Quarterly Report on Form 10-Q for a discussion of forward-looking statements and important factors that
could cause actual results to differ materially from the results described in or implied by the forward-looking statements contained in the following
discussion and analysis. These statements, like all statements in this report, speak only as of their date (unless another date is indicated), and
we undertake no obligation to update or revise these statements in light of future developments, except as required by law.

Overview

Our mission is to connect everyone in construction on a global platform.

We are a leading global provider of cloud-based construction management software, and are helping transform one of the oldest, largest,
and least digitized industries in the world. We focus exclusively on connecting and empowering the construction industry’s key stakeholders,
such as owners, general contractors, specialty contractors, architects, and engineers, to collaborate and access our capabilities from any
location, on any internet-connected device. Our platform is modernizing and digitizing construction management by enabling real-time access to
critical project information, simplifying complex workflows, and facilitating seamless communication among key stakeholders, all of which we
believe positions us to serve as the system of record for the construction industry. We are also continuing to develop other programs and
services, such as our materials financing program, to address related challenges faced by the construction industry’s key stakeholders. Adoption
of our products, services, and platform helps our customers increase productivity and efficiency, reduce rework and costly delays, improve safety
and compliance, and enhance financial transparency and accountability.

In short, we build the software for the people that build the world.

We serve customers ranging from small businesses managing a few million dollars of annual construction volume to global enterprises
managing billions of dollars of annual construction volume. Our core customers are owners, general contractors, and specialty contractors
operating across the commercial, residential, industrial, and infrastructure segments of the construction industry. We primarily sell subscriptions
to access our products through our direct sales team, which is specialized by stakeholder, region, size, and type.

Our products are offered on our cloud-based platform and are designed to be easy to configure and deploy. Our users can access our
products on computers, smartphones, and tablets through any web browser or from our mobile application available for both the iOS and
Android platforms.

We generate substantially all of our revenue from subscriptions to access our products and have an unlimited user model that is designed
to facilitate adoption and maximize usage of our platform by all project stakeholders. We primarily sell our products on a subscription basis for a
fixed fee with pricing generally based on the number and mix of products and the annual construction volume contracted to run on our platform.
As our customers subscribe to additional products or increase the annual construction volume contracted to run on our platform, we generate
more revenue. We do not provide refunds for unused construction volume, or charge customers based on consumption or on a per project basis.
Subscriptions to access our products include customer support and allow for unlimited users as we do not charge a per-seat or per-user fee.
Customers can invite all project participants to engage with our platform as part of a project team, including customers’ employees and
collaborators, who are other project participants who engage with our platform but do not pay us for such use. Further, multiple stakeholders can
be customers on the same project and retain access to project information for the duration of their subscription.
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Certain Factors Affecting Our Performance

Acquiring New Customers and Retaining and Expanding Existing Customers’ Use of Our Platform

We are highly focused on continuing to acquire new customers to support our long-term growth. We intend to efficiently drive new customer
acquisitions by continuing to invest across our sales and marketing engine to engage our prospective customers, increase brand awareness,
and drive adoption of our products, services, and platform. The number of customers on our platform has increased from 12,809 as of March 31,
2022 to 15,089 as of March 31, 2023, including 189 customers from LaborChart, Inc. ("LaborChart") when it was integrated into the sales
process in the third quarter of 2022, reflecting a year-over-year growth rate of 18%. All aforementioned customer counts exclude customers
acquired from Express Lien, Inc. (d/b/a Levelset) ("Levelset") and Esticom, Inc. ("Esticom") that have not yet been renewed onto standard
Procore annual contracts. Remaining Levelset and Esticom legacy customers will be included in our customer metrics once they are renewed
onto standard Procore annual contracts or upon integration of the sales process.

Our ability to continue to grow our business and serve the broader needs of the construction industry depends on acquiring new
customers, customers purchasing new products or signing up for new services, customers renewing and expanding their use of existing
products and services, and maintaining or increasing the price of our existing products and services.

Continued Technology Innovation and Strategic Expansion of Our Products and Services

We plan to continue to invest in technology innovation and product development to enhance the capabilities of our platform. Additional
features and products will also enable customers and collaborators to manage new workflows on our platform and allow us to attract a broader
set of stakeholders. We have introduced new products and services developed in-house and through our acquisitions of Zimfly, Inc., Honest
Buildings, Inc., Construction BI, LLC, Esticom, LaborChart, and Levelset.

In connection with our acquisition of Levelset, we assumed, and continue to develop, a materials financing program for our customers.
Purchasers of construction materials, typically specialty contractors, generally pay their materials suppliers on 30-day payment terms but
typically do not recoup their costs for such materials for 60 to 120 days after they submit invoices for those materials to the general contractors.
This disconnect between payment terms set by suppliers and when specialty contractors receive payment for those materials can pose risk and
uncertainty to specialty contractors and their ability to manage their cash flow. Our materials financing program facilitates the purchase of
construction materials from fulfillment partners (our suppliers) on behalf of our customers, allowing such customers to pay us for the materials on
deferred payment terms. We typically charge an origination fee upon purchase of the materials and a weekly finance charge until receipt of
deferred payment in full. We use internal data where available on the performance and payment history of other project participants (like the
property owner and general contractor) who are involved in the construction project to help determine whether to provide materials financing for
a given project, and we secure such financing with mechanic’s lien rights. In circumstances of customer non-payment, our lien rights help
enforce payment collections from property owners, lenders, and general contractors who are involved in such project, which in turn strengthens
the collectability of amounts we finance for our customers. We are currently using capital from our balance sheet for our materials financing
program. Ultimately, we anticipate partnering with a capital provider at the appropriate time to dedicate the financing needed to scale this
program. Until that time, we may use up to approximately 10% of our current cash, cash equivalents, and marketable securities position to
support the program.

We intend to continue to invest in building additional products, financial offerings, features, and functionality that expand our capabilities
and facilitate the extension of our platform. For example, in March 2023, we launched Procore Risk Advisors, a modern construction brokerage
that offers insurance and surety solutions. We also intend to continue to evaluate strategic acquisitions and investments in businesses and
technologies to drive product and market expansion. Our future success is dependent on our ability to successfully develop or acquire, market,
and sell existing and new products and services to both new and existing customers.
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International Growth

We see international expansion as a major, and largely greenfield, opportunity for growth as we look to capture a larger part of the
worldwide construction market. We have started to grow our presence internationally with the opening of sales and marketing offices in Sydney,
Australia and Vancouver and Toronto, Canada in 2017; London, England in 2018; Mexico City, Mexico in 2019; and Singapore, Republic of
Singapore; Paris, France; Dublin, Ireland; and Dubai, United Arab Emirates ("UAE") in 2022. We have also developed focused sales and
marketing efforts in Germany, where we do not maintain an office location. As a result of our international efforts, we support multiple languages
and currencies. Non-U.S. revenue as a percentage of our total revenue was 14% as of March 31, 2023 and 15% as of March 31, 2022. We
determine the percentage of non-U.S. revenue based on the billing location of each customer. Fluctuations in foreign currencies may positively
or negatively impact the amount of revenue that we report for our foreign subsidiaries upon the translation of these amounts into U.S. dollars.

Furthermore, we believe global demand for our products, services, and platform will continue to increase as we expand our international
sales and marketing efforts, and the awareness of our products, services, and platform grows. However, our ability to conduct our operations
internationally will require considerable management attention and resources and is subject to the particular challenges of supporting a rapidly
growing business in an environment of multiple languages, currencies, cultures, customs, legal, tax and regulatory systems, alternative dispute
systems, and commercial markets. We have made, and plan to continue to make, significant investments in existing and select additional
international markets. While these investments may adversely affect our operating results in the near term, we believe they will contribute to our
long-term growth.

Macroeconomic Factors

Macroeconomic factors such as rising inflation, rising interest rates, volatility in capital markets, bank failures, and fluctuations in foreign
exchange rates, may impact our operating expenses, customers’ spending, and cash flows. We do not currently believe that these
macroeconomic factors have had a material impact on our business; however, as they develop, we continue to monitor the ways in which such
factors may directly or indirectly impact our business, results of operations, and financial condition. See the section titled “Risk Factors” in Part II
of this Quarterly Report on Form 10-Q for further discussion.
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Components of Results of Operations

Revenue

We generate substantially all of our revenue from subscriptions to access our products and related support. Subscriptions are sold for a
fixed fee and revenue is recognized ratably over the term of the subscription. Our subscriptions generally have annual or multi-year terms, are
typically subject to renewal at the end of the subscription term, and are non-cancelable. To the extent we invoice our customers in advance of
revenue recognition, we record deferred revenue. Consequently, a portion of the revenue that we report each period is attributable to the
recognition of revenue previously deferred related to subscriptions that we entered into during previous periods.

Cost of Revenue

Cost of revenue primarily consists of personnel-related compensation expenses for our customer support team, including salaries, benefits,
stock-based compensation, payroll taxes, commissions, and bonuses. Cost of revenue also includes third-party hosting costs, software license
fees, amortization of acquired technology intangible assets, amortization of capitalized software development costs related to our platform, and
allocated overhead. We expect our cost of revenue to increase on an absolute dollar basis as our revenue and acquisition activities increase.
We intend to continue to invest additional resources in platform hosting, customer support, and software development as we grow our business
and to ensure that our customers are realizing the full benefit of our products. The level and timing of investment in these areas could affect our
cost of revenue in the future.

Costs related to the development of internal-use software for new products and major platform enhancements are capitalized until the
software is substantially complete and ready for its intended use. Capitalized software development costs are amortized on a straight-line basis
over the developed software’s estimated useful life of two years and the amortization is recorded in cost of revenue.

Operating Expenses

Our operating expenses consist of sales and marketing, research and development, and general and administrative expenses. For each of
these categories of expense, personnel-related compensation expenses are the most significant component, which include salaries, stock-based
compensation, commissions, benefits, payroll taxes, and bonuses. To support the growth of our business, we also increased our headcount in
each of these categories.

Sales and Marketing

Sales and marketing expenses primarily consist of personnel-related compensation expenses for our sales and marketing organizations,
advertising costs, marketing events, travel, trade shows and other marketing activities, amortization of acquired customer relationship intangible
assets, contractor costs to supplement our staff levels, consulting services, and allocated overhead. We expense advertising and other
promotional expenditures as incurred. We expect sales and marketing expenses to increase on an absolute dollar basis and vary from period to
period as a percentage of revenue, as we increase our investment in sales and marketing efforts over the foreseeable future, primarily from
increased headcount in sales and marketing as well as investment in marketing to drive customer growth.

Research and Development

Research and development expenses primarily consist of personnel-related compensation expenses for our engineering, product, and
design teams, contractor costs to supplement our staff levels, consulting services, amortization of certain acquired intangible assets used in
research and development activities, and allocated overhead. We expect research and development expenses to increase on an absolute dollar
basis and vary from period to period as a percentage of revenue for the foreseeable future as we continue to invest in headcount to build,
enhance, maintain, and scale our products, services, and platform.
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General and Administrative

General and administrative expenses primarily consist of personnel-related compensation expenses for our human resources, finance,
information technology, legal, executive, and other administrative functions. Additionally, general and administrative expenses include non-
personnel-related expenses, such as professional fees for audit, legal, tax, and other external consulting services; costs associated with
operating as a public company, including insurance costs, professional services, investor relations, and other compliance costs; property and
use taxes; licenses; travel and entertainment costs; and allocated overhead. We expect general and administrative expenses to increase on an
absolute dollar basis and vary from period to period as a percentage of revenue, as we continue to increase the size of our general and
administrative functions to support the growth of our business, including our international expansion.

Interest Income

Interest income consists primarily of interest income earned on our money market funds, marketable securities, and cash savings
accounts.

Interest Expense

Interest expense consists primarily of costs associated with our finance leases.

Accretion Income, Net

Accretion income, net consists of accretion of discounts, net of amortization of premiums, related to our available-for-sale marketable debt
securities.

Other (Expense) Income, Net

Other (expense) income, net primarily consists of gains or losses on foreign currency transactions, unrealized gains or losses on equity
securities, and miscellaneous other income and expenses.

Provision for Income Taxes

Provision for income taxes consists primarily of income taxes of U.S. state franchise taxes and certain foreign jurisdictions in which we
conduct business. As we expand our international operations, we expect to incur increased foreign tax expenses. We have a full valuation
allowance for net U.S. and United Kingdom ("U.K.") deferred tax assets. The U.S. valuation allowance includes net operating loss carryforwards
("NOL carryforwards") and tax credits related primarily to research and development for our operations in the U.S. The U.K. valuation allowance
is primarily comprised of NOL carryforwards. We expect to maintain this full valuation allowance for our net U.S. and U.K. deferred tax assets for
the foreseeable future.
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Results of Operations

The following tables set forth our condensed consolidated statements of operations data and such data as a percentage of revenue for
each of the periods indicated. Certain percentages below may not sum due to rounding.

Three Months Ended March 31,
2023 2022

(in thousands)
Revenue $ 213,526  $ 159,516 
Cost of revenue 40,202  33,332 

Gross profit 173,324  126,184 
Operating expenses

Sales and marketing 117,363  93,915 
Research and development 80,036  60,254 
General and administrative 45,188  43,152 

Total operating expenses 242,587  197,321 
Loss from operations (69,263) (71,137)
Interest income 4,948  74 
Interest expense (496) (565)
Accretion income, net 1,632  — 
Other (expense) income, net (210) 543 
Loss before provision for income taxes (63,389) (71,085)

Provision for income taxes 58  334 

Net loss $ (63,447) $ (71,419)

Three Months Ended March 31,
2023 2022

(in thousands)
Revenue 100 % 100 %
Cost of revenue 19 % 21 %

Gross profit 81 % 79 %
Operating expenses

Sales and marketing 55 % 59 %
Research and development 37 % 38 %
General and administrative 21 % 27 %

Total operating expenses 114 % 124 %
Loss from operations (32 %) (45 %)
Interest income 2 % 0 %
Interest expense 0 % 0 %
Accretion income, net 1 % 0 %
Other (expense) income, net 0 % 0 %
Loss before provision for income taxes (30 %) (45 %)

Provision for income taxes 0 % 0 %

Net loss (30 %) (45 %)

(1)(2)(3)

(1)(2)(3)(4)

(1)(2)(3)(4)

(1)(3)(4)

(1)(2)(3)

(1)(2)(3)(4)

(1)(2)(3)(4)

(1)(3)(4)
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(1) Includes stock-based compensation expense and amortization of capitalized stock-based compensation as follows:

Three Months Ended March 31,
2023 2022

(in thousands)
Cost of revenue $ 2,496  $ 1,458 
Sales and marketing 13,104  10,296 
Research and development 19,781  13,008 
General and administrative 10,475  12,447 

Total stock-based compensation expense* $ 45,856  $ 37,209 

*Includes amortization of capitalized stock-based compensation of $0.9 million for the three months ended March 31, 2023 which was initially capitalized as capitalized
software and cloud-computing arrangement implementation costs.

(2) Includes amortization of acquired intangible assets as follows:

Three Months Ended March 31,
2023 2022

(in thousands)
Cost of revenue $ 5,493  $ 5,654 
Sales and marketing 3,107  3,106 
Research and development 734  902 

Total amortization of acquired intangible assets $ 9,334  $ 9,662 

(3) Includes employer payroll tax on employee stock transactions as follows:

Three Months Ended March 31,
2023 2022

(in thousands)
Cost of revenue $ 167  $ 81 
Sales and marketing 999  608 
Research and development 1,356  1,027 
General and administrative 632  545 

Total employer payroll tax on employee stock transactions $ 3,154  $ 2,261 

(4) Includes acquisition-related expenses as follows:

Three Months Ended March 31,
2023 2022

(in thousands)
Sales and marketing $ 906  $ 207 
Research and development 5,984  1,101 
General and administrative —  1,038 

Total acquisition-related expenses $ 6,890  $ 2,346 
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Comparison of the Three Months Ended March 31, 2023 and 2022

Revenue

Three Months Ended March 31, Change
2023 2022 Dollar Percent

(dollars in thousands)
Revenue $ 213,526  $ 159,516  $ 54,010  34 %

During the three months ended March 31, 2023, our revenue increased by $54.0 million, or 34%, compared to the three months ended
March 31, 2022, of which approximately 89% was attributable to revenue from existing customers and approximately 11% was attributable to
revenue from new customers. The increase in revenue from existing customers includes the net benefit of a full quarter of subscription revenue
in the first quarter of 2023 from customers that were newly acquired in 2022 and continued their subscriptions in the first quarter of 2023, and
customers that expanded their subscriptions in the first quarter of 2023 through the purchase of additional construction volume or products and
services.

Cost of Revenue, Gross Profit, and Gross Margin

Three Months Ended March 31, Change
2023 2022 Dollar Percent

(dollars in thousands)
Cost of revenue $ 40,202  $ 33,332  $ 6,870  21 %
Gross profit 173,324  126,184  47,140  37 %
Gross margin 81 % 79 %

The increase in cost of revenue during the three months ended March 31, 2023 was primarily attributable to an increase of $3.7 million in
personnel-related expenses, including an increase of $3.4 million in salaries and wages driven by headcount and merit increases. The increase
in cost of revenue was also attributable to a $1.5 million increase in amortization of capitalized software development costs, and a $1.3 million
increase in third-party cloud hosting and related services as we grow our customer base. We increased our cost of revenue headcount by 21%
since March 31, 2022 in order to continue to support the growth of our business.

Operating Expenses

Three Months Ended March 31, Change
2023 2022 Dollar Percent

(dollars in thousands)
Sales and marketing $ 117,363  $ 93,915  $ 23,448  25 %

The increase in sales and marketing expenses during the three months ended March 31, 2023 was primarily attributable to an increase of
$21.1 million in personnel-related expenses, including increases of $17.9 million in salaries and wages and $2.8 million in stock-based
compensation expense driven by headcount and merit increases. The increase in sales and marketing expenses was also attributable to a $1.5
million increase in marketing events and expenses, and a $1.1 million increase in travel-related costs. We increased our sales and marketing
headcount by 25% since March 31, 2022 in order to continue to drive customer growth.
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Three Months Ended March 31, Change
2023 2022 Dollar Percent

(dollars in thousands)
Research and development $ 80,036  $ 60,254  $ 19,782  33 %

The increase in research and development expenses during the three months ended March 31, 2023 was primarily attributable to an
increase of $13.8 million in personnel-related expenses, including increases of $6.8 million in stock-based compensation expense and $6.7
million in salaries and wages driven by headcount and merit increases. The increase in research and development expenses was also
attributable to a $4.9 million increase in acquisition-related expenses related to the acceleration of cash retention payments upon the departure
of certain employees from our previous acquisitions. We increased our research and development headcount by 8% since March 31, 2022 in
order to continue to build, enhance, maintain, and scale our products, services, and platform.

Three Months Ended March 31, Change
2023 2022 Dollar Percent

(dollars in thousands)
General and administrative $ 45,188  $ 43,152  $ 2,036  5 %

The increase in general and administrative expenses during the three months ended March 31, 2023 was primarily due to a $2.1 million
increase in personnel-related expenses, including an increase of $4.0 million in salaries and wages driven by headcount and merit increases,
partially offset by a decrease of $2.0 million in stock-based compensation expense. We increased our general and administrative headcount by
16% since March 31, 2022 in order to continue to support the growth of our business.

Interest Income, Interest Expense, Accretion Income, Net, Other (Expense) Income, Net, and Provision for Income Taxes

Three Months Ended March 31, Change
2023 2022 Dollar Percent

(dollars in thousands)
Interest income $ 4,948  $ 74  $ 4,874  *
Interest expense 496  565  (69) (12 %)
Accretion income, net 1,632  —  1,632  *
Other (expense) income, net (210) 543  (753) *
Provision for income taxes 58  334  (276) (83 %)

*Percentage not meaningful

During the three months ended March 31, 2023, our interest income increased by $2.7 million due to an increase in interest rates on our
money market funds and cash savings accounts and by $2.2 million due to interest earned as a result of our purchases of marketable securities,
which began in the third quarter of 2022.

During the three months ended March 31, 2023, accretion income, net increased by $1.6 million due to accretion income in excess of
amortization of premiums as a result of our purchases of marketable securities, which began in the third quarter of 2022.
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Non-GAAP Financial Measures

In addition to our results determined in accordance with accounting principles generally accepted in the U.S. ("GAAP" or "U.S. GAAP"), we
believe certain non-GAAP measures, as described below, are useful in evaluating our operating performance. We use this non-GAAP financial
information, collectively, to evaluate our ongoing operations as well as for internal planning and forecasting purposes. We believe that non-GAAP
financial information, when taken collectively, is helpful to investors because it provides consistency and comparability with past financial
performance, and may assist in comparisons with other companies, some of which use similar non-GAAP financial information to supplement
their GAAP results.

The non-GAAP financial information is presented for supplemental informational purposes only. Non-GAAP financial measures should not
be considered a substitute for financial information presented in accordance with GAAP. There are limitations in using non-GAAP financial
measures because non-GAAP financial measures are not prepared in accordance with GAAP, non-GAAP financial measures may be different
from similarly-titled non-GAAP measures used by other companies since other companies may calculate such non-GAAP financial measures
differently, and non-GAAP financial measures exclude expenses that may have a material impact on our reported financial results. The
presentation of non-GAAP financial information is not meant to be considered in isolation or as a substitute for the directly comparable financial
measures prepared in accordance with GAAP. A reconciliation is provided below for each non-GAAP financial measure to the most directly
comparable financial measure stated in accordance with GAAP. Investors are encouraged to review the related GAAP financial measures and
the reconciliation of these non-GAAP financial measures to their most directly comparable GAAP financial measures. Investors should not rely
on any single financial measure to evaluate our business.

Non-GAAP Gross Profit, Non-GAAP Gross Margin, Non-GAAP Operating Expenses, Non-GAAP Loss from Operations, and Non-GAAP
Operating Margin

We define these non-GAAP financial measures as the respective GAAP measures, excluding stock-based compensation expense,
amortization of acquired intangible assets, employer payroll tax related to employee stock transactions, and acquisition-related expenses. Stock-
based compensation expense includes the net effects of capitalization and amortization of stock-based compensation expense related to
capitalized software and cloud-computing arrangement implementation costs. Stock-based compensation expense has been, and will continue
to be for the foreseeable future, a significant recurring expense in our business and an important part of the compensation provided to our
employees. Because of varying available valuation methodologies, subjective assumptions, and the variety of equity instruments that can impact
a company’s non-cash expenses, we believe that providing non-GAAP financial measures that exclude stock-based compensation expense
allow for meaningful comparisons between our operating results from period to period. The expense related to amortization of acquired
intangible assets is dependent upon estimates and assumptions, which can vary significantly and are unique to each asset acquired; therefore,
we believe that non-GAAP measures that adjust for the amortization of acquired intangible assets provide investors a consistent basis for
comparison across accounting periods. The amount of employer payroll tax-related items on employee stock transactions is dependent on
restricted stock unit settlements, option exercises, related stock price, and other factors that are beyond our control and that do not correlate to
the operation of our business. When evaluating the performance of our business and making operating plans, we do not consider these items
(for example, when considering the impact of equity award grants, we place a greater emphasis on overall stockholder dilution than the
accounting charges associated with such grants). Acquisition-related expenses include external and incremental transaction costs, such as legal
and due diligence costs, and retention payments. These expenses are unpredictable and generally would not have otherwise been incurred in
the periods presented as part of our continuing operations. In addition, the size and complexity of an acquisition, which often drives the
magnitude of acquisition-related expenses, may not be indicative of such future costs. We believe excluding acquisition-related expenses
facilitates the comparison of our financial results to our historical operating results and to other companies in our industry. Overall, we believe it
is useful to exclude these expenses in order to better understand the long-term performance of our core business and to facilitate comparison of
our results period-over-period and to those of peer companies.
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The following tables present reconciliations of our GAAP financial measures to our non-GAAP financial measures for the periods
presented:

Reconciliation of gross profit and gross margin to non-GAAP gross profit and non-GAAP gross margin:

Three Months Ended March 31,
2023 2022

(dollars in thousands)
Revenue $ 213,526  $ 159,516 
Gross profit 173,324  126,184 

Stock-based compensation expense 2,496  1,458 
Amortization of acquired technology intangible assets 5,493  5,654 
Employer payroll tax on employee stock transactions 167  81 

Non-GAAP gross profit $ 181,480  $ 133,377 
Gross margin 81 % 79 %

Non-GAAP gross margin 85 % 84 %

Reconciliation of operating expenses to non-GAAP operating expenses:

Three Months Ended March 31,
2023 2022

(dollars in thousands)
Revenue $ 213,526  $ 159,516 
GAAP sales and marketing 117,363  93,915 

Stock-based compensation expense (13,104) (10,296)
Amortization of acquired intangible assets (3,107) (3,106)
Employer payroll tax on employee stock transactions (999) (608)
Acquisition-related expenses (906) (207)

Non-GAAP sales and marketing $ 99,247  $ 79,698 
GAAP sales and marketing as a percentage of revenue 55 % 59 %

Non-GAAP sales and marketing as a percentage of revenue 46 % 50 %

GAAP research and development $ 80,036  $ 60,254 
Stock-based compensation expense (19,781) (13,008)
Amortization of acquired intangible assets (734) (902)
Employer payroll tax on employee stock transactions (1,356) (1,027)
Acquisition-related expenses (5,984) (1,101)

Non-GAAP research and development $ 52,181  $ 44,216 
GAAP research and development as a percentage of revenue 37 % 38 %

Non-GAAP research and development as a percentage of revenue 24 % 28 %

GAAP general and administrative $ 45,188  $ 43,152 
Stock-based compensation expense (10,475) (12,447)
Employer payroll tax on employee stock transactions (632) (545)
Acquisition-related expenses —  (1,038)

Non-GAAP general and administrative $ 34,081  $ 29,122 
GAAP general and administrative as a percentage of revenue 21 % 27 %

Non-GAAP general and administrative as a percentage of revenue 16 % 18 %
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Reconciliation of loss from operations and operating margin to non-GAAP loss from operations and non-GAAP operating margin:

Three Months Ended March 31,
2023 2022

(dollars in thousands)
Revenue $ 213,526  $ 159,516 
Loss from operations (69,263) (71,137)

Stock-based compensation expense 45,856  37,209 
Amortization of acquired intangible assets 9,334  9,662 
Employer payroll tax on employee stock transactions 3,154  2,261 
Acquisition-related expenses 6,890  2,346 

Non-GAAP loss from operations $ (4,029) $ (19,659)
Operating margin (32 %) (45 %)

Non-GAAP operating margin (2 %) (12 %)

Liquidity and Capital Resources

As of March 31, 2023, our principal sources of liquidity were cash, cash equivalents, and marketable securities totaling $602.8 million,
which were held in money market funds, U.S. treasury securities, corporate notes and obligations, time deposits, commercial paper, checking
accounts, and savings accounts. Our investments in marketable securities are exposed to interest rate risk; however, due to the short-term
nature of our investments, we do not anticipate being exposed to material risks due to changes in interest rates. As of March 31, 2023, we also
held $3.1 million of restricted cash to secure corporate credit cards, which was subsequently released from restriction prior to the filing of our
Form 10-Q, based on negotiations with the related bank in April 2023.

On March 10, 2023, Silicon Valley Bank ("SVB") was closed by the California Department of Financial Protection and Innovation, with the
Federal Deposit Insurance Corporation (the "FDIC") appointed as receiver. The FDIC created a successor bridge bank, Silicon Valley Bridge
Bank, N.A. ("SVBB"), and all deposits of SVB were transferred to SVBB under a systemic risk exception approved by the Board of Governors of
the Federal Reserve System (the "Federal Reserve"), the U.S. Department of the Treasury (the "Treasury Department"), and the FDIC. On
March 12, 2023, the Treasury Department, Federal Reserve, and FDIC released a joint statement announcing that the FDIC will complete its
resolution of SVB in a manner that fully protects all depositors at SVB and that depositors will have access to all of their money starting March
13, 2023. On March 27, 2023, First Citizens Bank & Trust Company ("First Citizens Bank") assumed all of SVBB's customer deposits and certain
other liabilities and acquired substantially all of SVBB's loans and certain other assets from the FDIC. As of March 31, 2023, less than 1% of our
total cash, cash equivalents, and marketable securities balances were held in deposit accounts at First Citizens Bank, and all other amounts with
First Citizens Bank were held in money market funds. The vast majority of our cash and cash equivalents balances as of such date were held in
the form of money market funds at other large, global financial institutions. These developments did not have a material impact on our day-to-
day operations or on our liquidity requirements. We had outstanding letters of credit, formerly issued by SVB and backed by First Citizens Bank
as of March 31, 2023, on an unsecured basis, totaling approximately $5.8 million to secure various leased office facilities in the U.S. and
Australia.

Our cash sources primarily consist of cash generated from sales to our customers, maturities of our marketable securities, proceeds from
employees through stock option exercises and our employee stock purchase plan (“ESPP”), and interest income on our marketable securities,
money market funds, and savings account balances.

Our cash requirements are primarily for operating expenses, which include personnel-related costs, purchase obligations primarily for
hosting and software license and other services, lease obligations, and capital expenditures for our employees and offices. We also fund
investments which help drive our strategic business growth through acquisitions and investments in equity securities and limited partnership
funds. We also have a materials financing program that finances our customers’ purchases of construction materials on deferred
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payment terms. We are currently using capital from our balance sheet for our materials financing program. Ultimately, we anticipate partnering
with a capital provider at the appropriate time to dedicate the financing needed to scale this program. Until that time, we may use up to
approximately 10% of our current cash, cash equivalents, and marketable securities position to support the program. As of March 31, 2023, we
had receivables for amounts financed for customers, net of the related allowance for expected credit losses, of $13.5 million on our condensed
consolidated balance sheet. We expect this business to grow in the future, which may impact our liquidity.

During the three months ended March 31, 2023, the Company executed a renewal agreement for hosting services for a total commitment
of $45.0 million to be paid over the period from 2023 through 2025. There have been no other material changes to our contractual obligations
from those discussed in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our Annual Report on
Form 10-K dated March 1, 2023. We believe our existing cash, cash equivalents, and marketable securities will be sufficient to meet our needs
for at least the next 12 months. While we have begun to generate positive cash flows from operations in recent years, we have continued to
generate losses from operations, as reflected in our accumulated deficit of $1.0 billion as of March 31, 2023. We may not achieve profitability in
the foreseeable future and may require additional capital resources to execute strategic initiatives to grow our business.

This assessment is a forward-looking statement and involves risks and uncertainties. Our additional future capital requirements will depend
on many factors, including our revenue growth rate, new customer acquisition and subscription renewal activity, timing of billing activities, our
ability to integrate the companies or technologies we acquire and realize strategic and financial benefits from our investments and acquisitions,
other strategic transactions or investments we may enter into, the timing and extent of spending to support further sales and marketing and
research and development efforts, general and administrative expenses to support our growth, including international expansion, the timing and
extent of amounts financed and customer repayments under our materials financing program, and inflation. We may in the future enter into
arrangements to acquire or invest in complementary businesses, services, and technologies, including intellectual property rights. We may be
required to seek additional equity or debt financing to fund these activities. If we are unable to raise additional capital when desired, or on
acceptable terms, our business, results of operations, and financial condition could be materially adversely affected.

As of March 31, 2023, we did not have any relationships with unconsolidated organizations or financial partnerships, such as structured
finance or special purpose entities, that would have been established for the purpose of facilitating off-balance sheet arrangements or other
contractually narrow or limited purposes.

The following table summarizes our cash flows for the periods presented:

Three Months Ended March 31,
2023 2022

(in thousands)
Net cash provided by operating activities $ 29,275  $ 10,284 
Net cash used in investing activities (79) (16,195)
Net cash provided by financing activities 3,312  6,542 
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Operating Activities

Our largest source of cash from operating activities is collections from the sales of subscriptions to our customers. Our primary uses of
cash from operating activities are for personnel expenses, marketing expenses, hosting and software license expenses, and overhead.

Net cash provided by operating activities was $29.3 million during the three months ended March 31, 2023 which resulted from a net loss
of $63.4 million, adjusted for non-cash charges of $65.3 million and a net cash inflow of $27.4 million from changes in operating expenses and
liabilities. The $27.4 million of net cash inflows provided as a result of changes in our operating assets and liabilities primarily reflected the
following:

• a $42.9 million decrease in accounts receivable primarily due to timing of billings and cash receipts from customers;

• a $6.5 million increase in deferred revenue primarily due to the growth of our business and timing of billings;

• a $4.6 million increase in accounts payable primarily due to timing of cash payments to our vendors; and

• a $4.5 million decrease in prepaid expenses and other current assets primarily due to the acceleration of acquisition-related
expenses associated with cash retention payments upon the departure of certain employees from our previous acquisitions.

These changes in our operating assets and liabilities were partially offset by the following:

• a $28.2 million decrease in accrued expenses and other liabilities primarily due to the size and timing of bonus and commission
accruals and payouts, ESPP contributions, payroll, and cash payments to our vendors; and

• a $2.6 million decrease in operating lease liabilities related to lease payments.

Net cash provided by operating activities was $10.3 million during the three months ended March 31, 2022, which resulted from a net loss
of $71.4 million, adjusted for non-cash charges of $53.6 million and net cash inflow of $28.1 million from changes in operating assets and
liabilities. The $28.1 million of net cash inflows provided as a result of changes in our operating assets and liabilities primarily reflected the
following:

• a $34.5 million decrease in accounts receivable primarily due to timing of billings and cash receipts from customers; and

• an $8.8 million increase in deferred revenue primarily due to the growth of our business and timing of billings.

These inflows from changes in our operating assets and liabilities were partially offset by the following:

• a $5.2 million increase in prepaid expenses and other assets primarily due to timing of cash payments to our vendors;

• a $4.4 million decrease in accrued expenses and other liabilities primarily due to timing of 2021 corporate bonus payout to our
employees in the first quarter of 2022, payroll, cash payments to our vendors, and accrued ESPP contributions;

• a $4.1 million increase in deferred contract cost assets related to commissions as a result of additional customer contracts closed
during the period; and

• a $1.9 million decrease in operating lease liabilities related to lease payments.
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Investing Activities

Net cash used in investing activities of $0.1 million during the three months ended March 31, 2023 consisted of purchases of marketable
securities of $90.0 million, capitalized software development costs of $8.0 million, originations for materials financing of $9.1 million, and
purchases of property and equipment of $2.2 million primarily related to improvements to our leased office spaces and computer equipment
purchases, partially offset by $103.9 million in maturities of marketable securities, and $5.4 million of customer repayments for materials
financing.

Net cash used in investing activities of $16.2 million during the three months ended March 31, 2022 consisted of capitalized software
development costs of $7.6 million, purchases of property and equipment of $7.5 million primarily related to improvements to our leased office
spaces and computer equipment purchases, and strategic investments of $2.3 million, partially offset by $1.3 million in cash receipts from post-
close working capital adjustments related to our acquisitions of Levelset and LaborChart in the fourth quarter of 2021.

Financing Activities

Net cash provided by financing activities of $3.3 million during the three months ended March 31, 2023 consisted of $3.7 million in
proceeds from stock option exercises, partially offset by $0.4 million in payments on our finance lease obligations.

Net cash provided by financing activities of $6.5 million during the three months ended March 31, 2022 consisted of $6.9 million in
proceeds from stock option exercises, partially offset by $0.4 million in payments on our finance lease obligations.

Remaining Performance Obligations

Our subscriptions typically have a term of one to three years. The transaction price allocated to remaining performance obligations under
our subscriptions represents the contracted transaction price that has not yet been recognized as revenue, which includes deferred revenue and
amounts under non-cancelable subscriptions that will be invoiced and recognized as revenue in future periods. As of March 31, 2023, the
aggregate amount of the transaction price allocated to remaining performance obligations was $805.5 million, of which approximately 73% is
expected to be recognized as revenue in the next 12 months and substantially all of the remainder between 12 and 36 months thereafter. We
expect remaining performance obligations to change from period to period primarily due to the size, timing, and duration of new customer
contracts and customer renewals.

Critical Accounting Policies and Estimates

Critical accounting policies and estimates are those accounting policies and estimates that are both the most important to the portrayal of
our net assets and results of operations and require the most difficult, subjective, or complex judgments, often as a result of the need to make
estimates about the effect of matters that are inherently uncertain. These estimates are developed based on historical experience and various
other assumptions that we believe to be reasonable under the circumstances. Critical accounting estimates are accounting estimates where the
nature of the estimates is material due to the levels of subjectivity and judgment necessary to account for highly uncertain matters or the
susceptibility of such matters to change and the impact of the estimates on financial condition or operating performance is material.

Our significant accounting policies are more fully described in Note 2 of our condensed consolidated financial statements. Our critical
accounting policies and more significant judgments and estimates used in the preparation of our financial statements are discussed in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our Annual Report on Form 10-K dated March 1,
2023. There have been no significant changes to these policies for the three months ended March 31, 2023.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

Foreign Currency and Exchange Risk

The vast majority of our cash generated from revenue is denominated in U.S. dollars, with the remainder denominated in Australian dollars,
Canadian dollars, Great British pounds, euros, Singapore dollars, and UAE dirham. Our expenses are generally denominated in the currencies
of the jurisdictions in which we conduct our operations, which are primarily in the U.S., Australia, Canada, England, Mexico, Egypt, Singapore,
France, Ireland, and the UAE. Our results of current and future operations and cash flows are, therefore, subject to the risk of fluctuations in
foreign currency exchange rates. This exposure is the result of selling in multiple currencies and payment of personnel-related expenses and
other operating expenses in countries where the functional currency is the local currency. Changes in foreign currency exchange rates could
have an adverse impact on our financial results and cash flow. These exposures may change over time as business practices evolve and
economic conditions change. As the impact of foreign currency exchange rates has not been material to our historical operating results, we have
not entered into derivative or hedging transactions, but we may do so in the future if our exposure to foreign currency becomes more significant.

Interest Rate Risk

We had cash, cash equivalents, restricted cash, and marketable securities of $605.9 million as of March 31, 2023. Cash, cash equivalents,
restricted cash, and marketable securities consist of money market funds, U.S. treasury securities, corporate notes and obligations, time
deposits, commercial paper, checking accounts, and savings accounts. The cash and cash equivalents are held for working capital and general
corporate purposes. Restricted cash as of March 31, 2023 was used as collateral to satisfy certain contractual arrangements related to corporate
credit cards. Interest-earning instruments carry a degree of interest rate risk. The primary objective of our investment activities is to preserve
principal while maximizing income without significantly increasing risk. We do not enter into investments for trading or speculative purposes and
have not used any derivative financial instruments to manage our interest rate risk exposure. Due to the short-term nature of our investments,
we have not been exposed to, nor do we anticipate being exposed to, material risks due to changes in interest rates. As of March 31, 2023, a
hypothetical 100 basis points increase or decrease in interest rates would not have a material impact on the fair market value of our portfolio. We
therefore do not expect our results of operations or cash flows to be materially affected by a sudden change in market interest rates.

Inflation Risk

Inflation can have a positive impact on our pricing since increased construction costs may increase construction volume purchased by
customers. However, supply chain challenges and labor shortages can result in delayed construction project starts, which may negatively impact
construction volume purchased. Inflation can also result in higher personnel-related costs. We do not believe that inflation has had a material
effect on our business, results of operations, or financial condition. Nonetheless, if our costs were to become subject to significant inflationary
pressures, we may not be able to fully offset such higher costs. Our inability or failure to do so could harm our business, results of operations, or
financial condition.

37



Table of Contents

Item 4. Controls and Procedures.

(a) Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participation of our management, including our chief executive officer and chief financial officer, we
conducted an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures, as defined in Rules 13a-
15(e) and 15d-15(e) under the Exchange Act, as of March 31, 2023, the end of the period covered by this report.

Based on the Company’s evaluation, our chief executive officer and chief financial officer concluded that our disclosure controls and
procedures are designed to, and are effective to, provide assurance at a reasonable level that the information we are required to disclose in
reports that we file or submit under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in
Securities and Exchange Commission ("SEC") rules and forms, and that such information is accumulated and communicated to our
management, including our chief executive officer and chief financial officer, as appropriate, to allow timely decisions regarding required
disclosures.

(b) Changes in Internal Control Over Financial Reporting.

Under the supervision and with the participation of our management, including our chief executive officer and chief financial officer, we
conducted an evaluation of any changes in our internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) that occurred during our most recently completed fiscal quarter. There have not been any changes in internal control
over financial reporting during the quarter ended March 31, 2023 that have materially affected, or are reasonably likely to materially affect, the
Company’s internal control over financial reporting.

(c) Limitations on Effectiveness of Controls and Procedures

Our management, including our chief executive officer and chief financial officer, believes that our disclosure controls and procedures and
internal control over financial reporting are designed to provide reasonable assurance of achieving their objectives and are effective at the
reasonable assurance level. However, our management does not expect that our disclosure controls and procedures or our internal control over
financial reporting will prevent all errors and all fraud. A control system, no matter how well conceived and operated, can provide only
reasonable, not absolute, assurance that the objectives of the control system are met. Further, the design of a control system must reflect the
fact that there are resource constraints, and the benefits of controls must be considered relative to their costs. Because of the inherent limitations
in all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, have been
detected. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people or by
management override of the controls. The design of any system of controls also is based in part upon certain assumptions about the likelihood of
future events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions; over
time, controls may become inadequate because of changes in conditions, or the degree of compliance with policies or procedures may
deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and not be
detected.
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PART II – OTHER INFORMATION

Item 1. Legal Proceedings.

From time to time, we may become involved in legal proceedings arising in the ordinary course of business. We are not presently a party to
any legal proceedings that, if determined adversely to us, would individually or taken together reasonably be expected to have a material
adverse effect on our business, results of operations, financial condition, or cash flow.

Item 1A. Risk Factors.

Investing in our common stock involves a high degree of risk. You should carefully consider the risks and uncertainties described below,
together with all of the other information contained in this Quarterly Report on Form 10-Q, including our condensed consolidated financial
statements and the related notes thereto, before making a decision to invest in our common stock. The risks and uncertainties described below
are not the only ones we face. Additional risks and uncertainties that we are unaware of, or that we currently believe are not material, may also
become important factors that affect us. If any of the following risks occur, our business, financial condition, results of operations, and prospects
could be materially adversely affected. In that event, the price of our common stock could decline, and you could lose part or all of your
investment.

Risks Related to Our Business and Industry

We have experienced rapid growth in recent periods, and such growth may not be indicative of our future performance. If we fail to
properly manage future growth, our business, financial condition, results of operations, and prospects could be materially adversely
affected.

We have experienced rapid growth in recent periods. Our revenue was $213.5 million and $159.5 million for the three months ended March
31, 2023 and 2022, respectively. Our results of operations may fluctuate significantly, which could make our future results difficult to predict and
could cause our results of operations to fall below expectations. You should not rely on the revenue growth of any prior period as an indication of
our future performance. Even if our revenue continues to increase, we expect that our revenue growth rate will decline in the future as a result of
a variety of factors, including the maturation of our business. Our overall revenue growth and results of operations depend on a number of
factors, including many that are out of our control. These factors include our ability to do the following: attract new customers and expand sales
of subscriptions to our existing customers; increase sales to owners and specialty contractors, as well as monetize additional new stakeholders;
develop new products and services, further improve our existing products, services, and platform, and expand our App Marketplace with
additional integrations; provide our customers and collaborators with support that meets their needs; invest financial and operational resources
to support future growth in our customer, collaborator, and third-party relationships; expand our operations domestically and internationally; and
retain and motivate existing personnel, and attract, integrate, and retain new personnel, particularly to our sales and marketing and engineering
and product development teams.

Our future growth also depends on changes in our customers’ budgetary constraints, the timing and success of new products and services
introduced by us or our competitors, the pace of development of the construction management software industry, regulatory and macroeconomic
conditions, and economic conditions and business practices within the construction industry, including construction spending in the public and
private sectors. If we are not able to maintain revenue growth or accurately forecast future growth, our business, financial condition, results of
operations, and prospects could be materially adversely affected.

We have a history of losses and may not be able to achieve or sustain profitability in the future.

We have a history of losses, and we may not achieve or maintain profitability in the future. We incurred net losses of $63.4 million and
$71.4 million for the three months ended March 31, 2023 and 2022, respectively. As of March 31, 2023, we had an accumulated deficit of $1.0
billion. We are not certain whether or when we will be able to achieve or sustain profitability in the future. We also expect our expenses to
increase in future periods as we continue to invest in growth, which could negatively affect our future results of operations if our revenue does
not correspondingly increase. In particular, we intend to continue to expend substantial financial and other resources on the following: expanding
our sales and marketing and customer success teams to drive new subscriptions, increase the use of our products, services, and platform by
existing customers, and support our international expansion; developing our technology infrastructure, including systems architecture, scalability,
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availability, performance, and security; and investing in our engineering and product development teams and developing new products, services,
and platform functionality.

These expenditures may not result in increased revenue or profitable growth. Any failure to increase our revenue as we invest in our
business, or to manage our costs, could prevent us from achieving or maintaining profitability or positive cash flow. We may also incur significant
losses in the future for a number of reasons, including the other risks described in this Quarterly Report on Form 10-Q, and unforeseen
expenses, difficulties, complications, delays, and other unknown events. If we are unable to successfully address these risks and challenges, our
business, financial condition, results of operations, and prospects could be materially adversely affected.

Our business may be significantly impacted by changes in the economy and in spending across the construction industry.

Our business may be affected by changes in the economy, especially those affecting the construction industry. If the construction industry
experiences a decrease in overall construction volume, the amount our customers pay for our products could be reduced as we generally price
our products based on a customer’s annual construction volume, which is the fixed aggregate dollar volume of construction work contracted to
run on our platform annually. In times of unfavorable economic conditions, our revenue may decrease because customers may choose to
purchase less construction software. Rising inflation may increase our vendor, employee, and facility costs, and further decrease demand for our
products. Unfavorable or deteriorating market conditions, reductions in the rate of construction growth, reductions in government spending and
funding of infrastructure or other construction projects, reduced demand for public projects, and any resulting effects on spending by our
customers or prospective customers could also have an adverse impact on our business.

The construction industry as a whole may be negatively impacted by a wide range of factors, including economic slowdowns, tightening of
economic policies, financial and credit market fluctuations, tariffs on imported goods, weakening exchange rates, rising inflation, rising interest
rates, supply chain disruptions, labor shortages, commodity prices, and policies that reduce government spending. We cannot predict the timing,
strength, or duration of any economic slowdown, instability, or recovery, generally or within any particular industry, or how any such event may
impact our business. To the extent we do not effectively address these risks and challenges, our business, financial condition, results of
operations, and prospects could be materially adversely affected.

The construction management software industry is evolving rapidly and may not develop in ways we expect. If we fail to respond
adequately to changes in the industry, our business, financial condition, results of operations, and prospects could be materially
adversely affected.

The construction management software industry is evolving rapidly. Widespread acceptance and use of construction management
technology in general, and of our platform in particular, is critical to our future growth. While we believe that our construction management
software addresses a significant market opportunity, a viable market for it may develop more slowly than we expect. If that happens, our
business, financial condition, results of operations, and prospects could be materially adversely affected.

Demand for construction management software in general, and for our products in particular, is affected by a number of factors, some of
which are beyond our control. Some of these factors include: general awareness of construction management software; availability, functionality,
and pricing of products and services that compete with ours; ease of adoption and use; the reliability, performance, or perceived performance of
our products and platform, including interruptions to the use of our products and platform; and the development and awareness of our brand.
Even though we use internal data to assess the likelihood of success of introducing new products or changes to existing products, we may
incorrectly calculate such risks or assume undue risks with respect to such offerings. Competitors may also develop and introduce new products
or entirely new technologies to replace our existing products, which could make our platform obsolete or adversely affect our business. If our
research and development investments do not accurately anticipate user demand or if we fail to develop our products, features, or capabilities in
a manner that satisfies customer needs in a timely and cost-effective manner, we may fail to retain our existing customers or increase demand
for our products, which could materially adversely affect our business, financial condition, results of operations, and prospects.
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Furthermore, our ability to grow our customer base and increase revenue from customers depends on our ability to enhance and improve
our platform in response to changes in the construction management software industry and customer demand. In response to such shifts, we
may introduce changes to our existing offerings or introduce new offerings, which may require significant expenditures in research and
development and customer support, which may harm our results of operations. While we have designed our existing products for easy adoption,
our customers depend on our customer success teams to provide implementation, training, and support services, especially when it comes to
new products and features. If we do not provide effective ongoing support, our ability to sell additional products to existing and prospective
customers could be adversely affected.

Additionally, we may experience difficulties with software development, design, or marketing that could delay or prevent our development,
introduction, or implementation of new products, features, or capabilities. We have in the past experienced delays in our internally planned
release dates of new products, features, and capabilities, and there can be no assurance that new products, features, or capabilities will be
released according to schedule. Any delays could result in adverse publicity, loss of revenue or market acceptance, or claims by customers
brought against us, all of which could harm our business.

We are continuing to expand our operations outside the U.S., where we may be subject to increased business, regulatory, and
economic risks (including fluctuations in currency exchange rates) that could materially adversely affect our business, financial
condition, results of operations, and prospects.

We had customers running projects in over 150 countries as of December 31, 2022, and 14% of our revenue in 2022 was generated from
customers outside the U.S. We expect to continue to expand our international operations, which may include opening offices in new jurisdictions
and providing our products, services, and platform in additional languages. Any new markets or countries into which we attempt to sell
subscriptions to access our products may not be receptive to our efforts. For example, we may not be able to expand further in some markets if
we are not able to adapt our products, services, and platform to fit the needs of prospective customers in those markets or if we are unable to
satisfy certain government- and industry-specific laws or regulations. In addition, our international operations and expansion efforts requires
considerable management attention and the investment of significant resources, while subjecting us to new risks and increasing certain risks that
we already face, including risks associated with:

• providing our products, services, and platform in different languages and customizing them to support local requirements;

• compliance by us and our partners with applicable international laws and regulations, including laws and regulations with respect to
anti-corruption, competition, import and export controls, tariffs, trade barriers, economic sanctions, employment, construction,
privacy, data protection, consumer protection, and unsolicited email, and unauthorized practice of law (“UPL”), and the risk of
penalties and fines against us and individual members of management or employees if our practices are deemed to be out of
compliance;

• recruiting and retaining talented and capable employees outside the U.S., including employees who speak multiple languages and
come from a wide variety of different cultural backgrounds and customs, and managing an employee base in jurisdictions with
differing employment regulations;

• operating in jurisdictions that do not protect intellectual property rights to the same extent as the U.S. and navigating the practical
enforcement of such intellectual property rights outside of the U.S.;

• political and economic instability (including as a result of the COVID-19 pandemic or the military conflict involving Russia and
Ukraine);

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

• higher costs of doing business internationally, including increased accounting, tax, travel, infrastructure, and legal compliance costs,
and costs associated with fluctuations in currency exchange rates.

Compliance with laws and regulations applicable to our global operations substantially increases our cost of doing business. We may be
unable to keep current with changes in laws and regulations as they occur and there can be no assurance that we, our employees, contractors,
partners, and agents will be able to maintain compliance. Any violations could result in enforcement actions, fines, civil and criminal penalties,
damages,
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injunctions, or reputational harm. If we are unable to maintain compliance or manage the complexity of our global operations successfully, we
may need to relocate or cease operations in certain foreign jurisdictions, which could materially adversely impact our business, financial
condition, results of operations, and prospects.

Additionally, as we continue to expand our international operations, we will become more exposed to the effects of fluctuations in currency
exchange rates. Although the majority of our cash generated from sales is denominated in U.S. dollars, a small amount is denominated in foreign
currencies, and our expenses are generally denominated in the currencies of the jurisdictions in which we conduct our operations. Because we
conduct business in currencies other than U.S. dollars but report our results of operations in U.S. dollars, we also face remeasurement exposure
to fluctuations in currency exchange rates. Any of these risks could hinder our ability to predict our future results and earnings. In addition, we do
not currently maintain a program to hedge exposures to non-U.S. dollar currencies.

Our business depends on a strong brand, and if we are not able to maintain and enhance our brand, our ability to retain and expand
our customer base may be impaired, and our business may be harmed.

We believe that the Procore brand identity and awareness is critical to our sales and marketing efforts. We also believe that maintaining
and enhancing the Procore brand is critical to retaining and expanding our customer base and, in particular, conveying to customers and
collaborators that our platform offers capabilities that address the needs of the construction ecosystem throughout the project lifecycle. We
anticipate that, as our market becomes increasingly competitive, maintaining and enhancing our brand may become increasingly difficult and
expensive. If we experience difficulties with software development that negatively impact new or existing offerings, we may experience negative
publicity or lose market acceptance. Any unfavorable publicity or negative perception of our products, services, or platform or the providers of
construction management software generally, could adversely affect our reputation and our ability to attract and retain customers. If we fail to
promote and maintain the Procore brand, or if we incur increased expenses in this effort, our business, financial condition, results of operations,
and prospects could be materially adversely affected.

Our ability to increase our customer base and achieve broader market acceptance of our products, services, and platform will
significantly depend on our ability to develop and expand our sales and marketing capabilities, the failure of which could materially
adversely affect our business, financial condition, results of operations, and prospects.

Continuing and increasing sales of subscriptions to access our products and of our services depend to a significant extent on our ability to
expand our sales and marketing capabilities. It is difficult to predict customer demand, customer retention, and expansion rates, the size and
growth rate of the market, the entry of competitive products and services, or the success of existing competitive products and services. Our sales
efforts involve educating prospective customers about the uses and benefits of our products, services, and platform. We spend substantial time
and resources on our sales efforts without any assurance that our efforts will result in a sale. We expect that we will continue to need intensive
sales efforts to educate prospective customers about the uses and benefits of our construction management software and services, and we may
have difficulty convincing prospective customers of the value of adopting our products and services. We plan to continue expanding our sales
force, both domestically and internationally. Identifying, recruiting, and training qualified sales representatives is time-consuming and resource-
intensive, and they may not be fully trained and productive for a significant amount of time following their hiring, if ever. In addition, the cost to
acquire customers is high due to these considerable sales and marketing efforts. Our business will be harmed if our efforts do not generate a
corresponding increase in revenue. Even if we are successful in convincing prospective customers of the value of our products and services,
they may decide not to purchase our products and services for a variety of reasons, some of which are out of our control. The failure of our
efforts to secure sales after investing resources in a lengthy sales process could materially adversely affect our business, financial condition,
results of operations, and prospects.

We operate in a competitive market, and we must continue to compete effectively.

The market for our products and services is highly competitive and rapidly changing. Certain features of our current platform compete with
a wide variety of products, including aggregated construction management tools (some of which integrate with our platform), accounting software
vendors, point solution vendors in various categories (many of which integrate with our platform and are available in our App Marketplace), and
in-house specialized tools or processes built by or for existing or prospective customers.
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With the introduction of new products, services, and technologies by competitors and the emergence of new market entrants in the
construction management software industry, we expect competition to intensify. Many of our competitors have competitive advantages over us,
such as better name recognition, longer operating histories, larger marketing budgets, existing or more established relationships, greater third-
party integrations, access to larger customer bases, greater financial, technical, pricing, and marketing strategies, and other resources. Some of
our competitors may make acquisitions or enter into strategic relationships with third parties to offer a broader range of products and services
than we do. These combinations may make it more difficult for us to effectively compete. Additionally, as we introduce new products and services
in the market, such as materials financing, we may face new or different competitors who may similarly have competitive advantages over us.
Such competitive pressures may erode our market share and may hinder or slow our expansion into new markets, including materials financing.
We expect these competitive dynamics to continue as competitors attempt to strengthen or maintain their market positions.

Many factors affect our pricing strategies. We currently sell our products at a premium as compared to some of our competitors. Certain
competitors offer, or may in the future offer, lower-priced or free products or services that compete with our products or may bundle and offer a
broader range of products or services. We may not be able to compete at such lower price points or with such product configurations. Similarly,
competitors may use marketing strategies that enable them to acquire customers at a lower cost than we can. There can be no assurance that
we will not be forced to engage in price-cutting initiatives or other discounts or to increase our marketing and other expenses, to attract and
retain customers in response to competitive pressures, any of which could materially adversely affect our business, financial condition, results of
operations, and prospects.

Interruptions or performance issues associated with our products, services, and platform, including the interoperability of our
platform across devices, operating systems, and third-party applications, could materially adversely affect our business, financial
condition, results of operations, and prospects.

We have experienced, and may in the future experience, service interruptions and other performance issues. Our future growth depends in
part on the ability of our existing and prospective customers to rely on access to our products, services, and platform.

Increasing numbers of users on our platform and increasing bandwidth requirements may degrade the performance of our products or
platform due to capacity constraints and other internet infrastructure limitations. Frequent or persistent interruptions, including those from
increased usage, could cause existing or prospective users to believe that our platform is unreliable, leading them to switch to our competitors,
which could materially adversely affect our business, financial condition, results of operations, and prospects.

Certain of our customer agreements contain specifications regarding the availability and performance of our platform. If we are unable to
meet these service level commitments or if we suffer extended periods of poor performance, we may be contractually obligated to provide
affected customers with service credits against existing subscriptions or, in certain cases, refunds. Any such performance issues could
negatively impact our renewal rates and harm our ability to attract new customers.

One of the most important features of our platform is its broad interoperability with a range of devices, web browsers, operating systems,
and integrations. Accessibility across this range is oftentimes out of our control. Integrations and products are constantly evolving, and we may
not be able to modify our platform to assure its compatibility with such developments. In addition, some of our competitors may be able to disrupt
the compatibility of our platform with their integrations, which some of our customers may rely upon. If our platform has interoperability failures
with these integrations, customers may not adopt our platform, and our App Marketplace may not be useful to customers, which could materially
adversely affect our business, financial condition, results of operations, and prospects.

Additionally, our products, services, and platform are inherently complex and may contain material defects or errors, particularly when new
products or features are released. We have in the past found defects or errors in our products, services, and platform and we may detect new
defects or errors in the future. Any real or perceived failures or vulnerabilities in our products, services, or platform could result in negative
publicity or lead to data security, access, retention, or performance issues. In addition, the costs incurred in correcting such defects or errors may
be substantial. Any of these risks could materially adversely affect our business, financial condition, results of operations, and prospects.
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We rely on third-party data centers, such as AWS, to host and operate our platform, and any disruption of or interference with these
resources may negatively affect our ability to maintain the performance and reliability of our platform, which could cause our
business to suffer.

Our customers depend on the continuous availability of our platform, which relies in large part on third-party data centers. We currently
host our platform and serve our customers primarily using Amazon Web Services (“AWS”). Consequently, we may be subject to service
disruptions as well as failures to provide adequate support for reasons that are outside of our control, including: the performance and availability
of AWS and other third-party providers of cloud infrastructure services with the necessary speed, data capacity, and security for providing reliable
services; decisions by AWS and other owners and operators of the data centers where our cloud infrastructure is deployed to terminate our
subscriptions, discontinue services to us, shut down operations or facilities, increase prices, change service levels, limit bandwidth, declare
bankruptcy, or prioritize the traffic of other parties; and cyberattacks, including denial of service attacks, targeted at us, our data centers, or the
infrastructure of the internet.

The adverse effects of any service interruptions on our reputation, results of operations, and financial condition may be disproportionately
heightened due to the nature of our business and the fact that our customers have a low tolerance for interruptions of any duration.

To meet the performance and other requirements of our customers, we intend to continue to make significant investments to increase
capacity and to develop and implement new technologies in our cloud infrastructure operations. Any renegotiation or renewal of our agreement
with AWS, or a new agreement with another provider of cloud-based services, may be on terms that are significantly less favorable to us than
our current agreement. Additionally, these new technologies, which include databases, application and server optimizations, network strategies,
and automation, are often advanced, complex, new, and untested, and we may not be successful in developing or implementing these
technologies. It takes a significant amount of time to plan, develop, and test improvements to our technologies and cloud infrastructure, and we
may not be able to accurately forecast demand or predict the results we will realize from such improvements. To the extent that we do not
effectively scale our infrastructure to meet the needs of our growing customer base and maintain performance as our customers expand their
use of our products, or if our cloud-based server costs were to increase, our business, financial condition, results of operations, and prospects
could be materially adversely affected.

Our materials financing program subjects us to new risks, including new credit, performance, and liquidity risks, that could materially
adversely affect our business, financial condition, results of operations, and prospects.

In connection with our acquisition of Levelset in November 2021, we assumed, and are continuing to develop, a materials financing
program, pursuant to which we facilitate the purchase of construction materials from fulfillment partners (our suppliers) on behalf of our
customers, allowing such customers to finance their materials purchases from us on deferred payment terms. Holding these receivables on our
balance sheet exposes us to credit, performance, and liquidity risk, which may adversely affect our financial performance.

While we earn finance charges on such deferred payment balances, we bear credit risk and may incur financial losses in the event
customers default on the deferred payment terms under our materials financing agreements. Although our internal data can help us assess a
customer’s default risk, there can be no guarantee that our processes will accurately forecast repayments. We are in the early stages of this
program and therefore we may not be as accurate in forecasting default rates in the near term as we expect to be in the long term once we have
had the opportunity to develop and enhance our internal data sets and analytics capabilities to better predict, assess, and manage risk of default.
As a result, we carry appropriate reserves on our books for projected losses. Although we have a credit policy in place designed to limit our
exposure to any particular customer, we may ultimately be unable to adequately or successfully limit such exposure. Furthermore, since our
materials financing program customers are largely consolidated in the construction industry, we may be subject to concentrated risks since our
customers’ ability to pay us may be impacted by the economic strength of the construction industry. Failure to accurately forecast our customers’
payment ability or a material increase in payment defaults may adversely impact our results of operations, cash flows, liquidity, and profitability.
In addition, our customers may not fully comply with their obligations under their materials financing agreements, which could negatively impact
our mechanic’s liens rights and therefore, our ability to collect outstanding balances or finance charges.
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We primarily rely on mechanic’s lien rights to protect against instances of non-payment. Our ability to enforce our rights as a lienholder and
receive payment from materials financing program customers may be limited or hindered by differing laws and regulations that define lienholder
rights among the various jurisdictions in which we operate. Compliance with these disparate laws could lead to operating inefficiencies and
cause us to incur expenses to enforce our lienholder rights and collect payment, or we may be unable to enforce our lienholder rights altogether
or be unsuccessful in those efforts. Repeated inability to effectively assert or enforce our lienholder rights could materially adversely affect our
business, financial condition, results of operations, and prospects.

We currently finance all originations for our materials financing program out of cash on hand. Although we believe that we currently have
adequate liquidity to support our materials financing program, there are a number of factors that could reduce or deplete our existing liquidity
position. If our materials financing program grows rapidly, or we otherwise become unable to finance any portion of our originations directly, we
may need to fund all or part of our materials financing program through financing arrangements with third-party financial institutions. In such
instance, we may be unable to secure funding from such third parties on terms favorable to us or at all, which could materially adversely affect
our business, financial condition, results of operations, and prospects.

Risks Related to Our Employees and Culture

If we lose key management personnel or if we are unable to retain or hire additional qualified personnel, we may not be able to achieve
our strategic objectives and our business, financial condition, results of operations, and prospects could be materially adversely
affected.

Our future success is substantially dependent on our ability to attract, retain, and motivate the members of our management team and
other key personnel throughout our organization. In particular, we are highly dependent on the services of Craig F. Courtemanche, Jr., our
founder, President, and Chief Executive Officer, who is critical to our ability to achieve our vision and strategic priorities. We rely on our
management team in the areas of operations, security, research and development, sales and marketing, support, and general and administrative
functions.

Our employees, including our executive officers, work for us on an “at-will” basis, which means they may terminate their employment with
us at any time. If Mr. Courtemanche or one or more of our key personnel or members of our management team resigns or otherwise ceases to
provide us with their services, our business, financial condition, results of operations, and prospects could be materially adversely affected.

Our continued success is also dependent on our ability to attract and retain other qualified personnel possessing a broad range of skills
and expertise. There is significant competition for personnel with the skills and technical knowledge that we require. To continue to enhance our
products, services, and platform, develop new products and services, and add new and innovative functionality, it will be critical for us to
continue to grow our research and development teams. If we hire employees from competitors or other companies, their former employers may
attempt to assert that we or these employees have breached the employee’s legal obligations, resulting in a diversion of our time and resources.
If we fail to meet our hiring needs or successfully integrate our new hires, our efficiency and ability to meet our forecasts and our employee
morale, productivity, and retention could all suffer. Any of these factors could materially adversely affect our business, financial condition, results
of operations, and prospects.

If we cannot maintain our company culture as we grow, we could lose the innovation, teamwork, passion, and focus on execution that
we believe contribute to our success.

We believe that our corporate culture fosters innovation, teamwork, passion, and focus on execution and has contributed to our success.
As we grow, we may find it difficult to maintain our corporate culture. In addition, many of our employees continue to work remotely since the
onset of the COVID-19 pandemic, and there is no guarantee that we will be able to maintain our corporate culture when much of our team is
dispersed. Any failure to preserve our culture could harm our future success, including our ability to recruit and retain qualified personnel,
innovate and operate effectively, and execute on our business strategies. If we experience any of these risks in connection with future growth, it
could impair our ability to attract new customers and retain existing customers and expand their use of our platform, all of which could materially
adversely affect our business, financial condition, results of operations, and prospects.
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Risks Related to Our Regulatory and Legal Environment

We are subject to stringent, changing, and potentially inconsistent laws, regulations, rules, policies, and obligations related to data
privacy and security, both domestically and internationally, and our actual or perceived failure to comply with such obligations could
lead to regulatory investigations or actions, litigation, fines and penalties, disruptions of our business operations, reputational harm,
loss of revenue or profits, loss of customers or sales, and other adverse consequences, any of which could materially adversely affect
our business, financial condition, results of operations, and prospects.

In the ordinary course of business, we collect, receive, store, generate, use, transfer, disclose, make accessible, protect, secure, dispose
of, transmit, and share (collectively, “process”) proprietary, confidential, and sensitive information and data, including personal data, intellectual
property, trade secrets, and sensitive third-party and customer data (collectively, “sensitive information”). For example, our customers store
sensitive information on our platform, such as building plans and other information related to government works or projects for regulated
industries, such as banks and healthcare facilities. Our data processing activities subject us to numerous data privacy and security obligations,
such as various laws, regulations, guidance, industry standards, internal and external privacy and security policies, contracts (including with our
customers and other third parties), and other obligations that govern the processing of certain sensitive information by us and on our behalf.

In the U.S., federal, state, and local governments have enacted numerous data privacy and security laws, including data breach notification
laws, personal data privacy laws, consumer protection laws, and other similar laws. For example, the California Consumer Privacy Act of 2018
(the “CCPA”) applies to personal information of consumers, business representatives, and employees, and requires businesses to provide
specific disclosures in privacy notices and honor requests of California residents to exercise certain privacy rights. The CCPA provides for civil
penalties of up to $7,500 per violation and allows private litigants affected by certain data breaches to recover significant statutory damages. In
addition, the California Privacy Rights Act of 2020 (“CPRA”) expands the CCPA’s requirements, including by establishing a new regulatory
agency to implement and enforce the law. Other states have enacted data privacy laws as well. For example, Virginia passed the Consumer
Data Protection Act, Colorado passed the Colorado Privacy Act, and Utah passed the Utah Consumer Privacy Act, all of which will take effect
this year. Additionally, several states and localities have enacted measures related to the use of artificial intelligence ("AI") and machine learning
in products and services. Moreover, under various privacy laws and other obligations, we may be required to obtain certain consents to process
personal data. Our inability or failure to do so could result in adverse consequences. Data privacy and security laws have been proposed at the
federal, state, and local levels in recent years, which could further complicate compliance efforts.

As we expand globally, our obligations related to data protection may increase. Outside the U.S., an increasing number of laws,
regulations, and industry standards apply to data privacy and security. For example, the European Union’s (“EU”) General Data Protection
Regulation (the “EU’s GDPR”) and the U.K.’s General Data Protection Regulation (the "U.K.'s GDPR") impose strict requirements for processing
personal data. Under the EU’s GDPR, government regulators may impose temporary or definitive bans on data processing, as well as fines of up
to 20 million euros or 4% of annual global revenue, whichever is greater, for certain violations. The application of the EU’s GDPR alongside the
U.K.’s GDPR exposes us to two parallel regimes, each of which potentially authorizes similar fines and other potentially divergent enforcement
actions for certain violations. The relationship between the U.K. and the EU in relation to certain aspects of data protection law remains in flux.
This may require investing in additional resources and more technology. In addition, individuals and consumer protection agencies may initiate
litigation related to the processing of individuals’ personal data. There are also stringent local data protection requirements in Germany and
cloud-server initiatives in France which may impact our expansion into these countries. In Europe, there is a proposed regulation related to AI
that, if adopted, could impose onerous obligations related to the use of AI-related systems. We may have to change our business practices to
comply with such obligations. Furthermore, as our business continues to expand and evolve, the EU’s GDPR, the U.K.’s GDPR, and similar data
protection regulations may apply additional obligations on us to further secure personal data, provide further rights to data subjects, and require
additional reporting to regulators.

In Canada, the Personal Information Protection and Electronic Documents Act and various related provincial laws, as well as Canada’s
Anti-Spam Legislation, applies to our operations, as does Australia’s Privacy Act 1988. We also have operations in Singapore and the UAE,
which means that we may be subject to
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Singapore’s Personal Data Protection Act and the UAE’s Federal Data Protection Law No. 45 of 2021, respectively. In addition, Brazil’s General
Data Protection Law (Lei Geral de Proteção de Dados Pessoais) (Law No. 13,709/2018) (the “LGPD”) may apply to our operations. The LGPD
broadly regulates processing personal data of individuals in Brazil and imposes compliance obligations and penalties comparable to those of the
EU’s GDPR.

In the ordinary course of business, we may transfer personal data from Europe and other jurisdictions to the U.S. or other countries.
Europe and other jurisdictions have enacted laws requiring data to be localized or limiting the transfer of personal data to other countries. In
particular, the European Economic Area (“EEA”) and the U.K. have significantly restricted the transfer of personal data to the U.S. and other
countries whose privacy laws it believes are inadequate. Other jurisdictions may adopt similarly stringent interpretations of their data localization
and cross-border data transfer laws. Although there are currently various mechanisms that may be used to transfer personal data from the EEA
and the U.K. to the U.S. in compliance with law, such as the EEA and U.K.’s standard contractual clauses, these mechanisms are subject to
legal challenges, and there is no assurance that we can satisfy or rely on these measures to lawfully transfer personal data to the U.S. If there is
no lawful manner for us to transfer personal data from the EEA, the U.K., or other jurisdictions to the U.S., or if the requirements for a legally-
compliant transfer are too onerous, we could face significant adverse consequences, including the interruption or degradation of our operations,
the need to relocate part or all of our business or data processing activities to other jurisdictions at significant expense, increased exposure to
regulatory actions, substantial fines and penalties, the inability to transfer data and work with partners, vendors, and other third parties, and
injunctions against our processing or transferring of personal data necessary to operate our business. Additionally, companies that transfer
personal data out of the EEA and the U.K. to other jurisdictions, particularly to the U.S., are subject to increased scrutiny from regulators,
individual litigants, and activist groups. Some European regulators have ordered certain companies to suspend or permanently cease certain
transfers out of Europe for allegedly violating the cross-border data transfer limitations of the EU’s GDPR.

We are bound by contractual obligations and laws related to data privacy and security, and our efforts to comply with such obligations and
laws may not be successful. For example, certain privacy laws, such as the EU’s GDPR, the U.K.’s GDPR, and the CPRA, require our
customers to impose specific contractual restrictions on their service providers. We also publish privacy policies, marketing materials, and other
statements, such as compliance with certain certifications or self-regulatory principles, regarding data privacy and security. If any of these
policies, materials, or statements are found to be deficient, lacking in transparency, deceptive, unfair, or misrepresentative of our practices, we
may be subject to investigation, enforcement actions by regulators, or other adverse consequences.

In addition, privacy advocates and industry groups have proposed, and may further propose, standards with which we are legally or
contractually bound to comply. For example, we are subject to the Payment Card Industry Data Security Standard (the “PCI DSS”). The PCI DSS
requires companies to adopt certain measures to ensure the security of cardholder information, including using and maintaining firewalls,
adopting proper password protections for certain devices and software, and restricting data access. Noncompliance with the PCI DSS can result
in penalties ranging from $5,000 to $100,000 per month by credit card companies, litigation, damage to our reputation, and loss of revenue. We
also rely on vendors to process payment card data who may also be subject to the PCI DSS, and our business may be negatively impacted if
our vendors are fined or suffer other consequences as a result of noncompliance with the PCI DSS.

Our obligations related to data privacy and security are quickly changing in an increasingly stringent fashion, creating some uncertainty as
to the effect of future legal frameworks. Additionally, these obligations may be subject to differing applications and interpretations, which may be
inconsistent or conflict among jurisdictions. Preparing for and complying with these obligations requires significant resources and may
necessitate changes to our information technologies, systems, and practices and to those of any third parties that process personal data on our
behalf. In addition, these obligations may require us to change our business practices.

Although we endeavor to comply with all applicable data privacy and security obligations, we may at times fail, or be perceived to have
failed, to do so. Moreover, despite our efforts, our personnel or third parties upon which we rely, such as vendors or developers, may fail to
comply with such obligations, which could negatively impact our business operations and compliance posture. For example, any failure by a
third-party processor to
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comply with applicable law, regulations, or contractual obligations could result in adverse consequences for us, including our inability to or
interruption in our ability to operate our business and proceedings against us by governmental entities or others.

If we or the third parties on which we rely fail, or are perceived to have failed, to address or comply with data privacy and security
obligations, we could face significant consequences. These consequences may include, but are not limited to, government enforcement actions
(e.g., investigations, audits, inspections, fines, and penalties), litigation (including class-related claims), additional reporting requirements and
oversight, restrictions or bans on processing personal data, orders to destroy or not use personal data, the imprisonment of company officials,
the inability to operate in certain jurisdictions, limited ability to develop or commercialize our products and services, loss of revenue or profits,
loss of customers or sales (including a decline in customer subscription renewals), interruptions or stoppages in or modifications to our
operations, negative publicity (including public statements against us by consumer advocacy groups or others), and reputational harm, any of
which could materially adversely affect our business, financial condition, results of operations, and prospects.

If our information technology systems or data, or those of third parties upon which we rely, are or were compromised, we could
experience adverse consequences resulting from such compromise, including, but not limited to, regulatory investigations or actions,
litigation, fines and penalties, disruptions of our business operations, reputational harm, loss of revenue or profits, loss of customers
or sales, and other adverse consequences, any of which could materially adversely affect our business, financial condition, results of
operations, and prospects.

In the ordinary course of business, we process substantial amounts of sensitive information.

Cyberattacks, malicious internet-based activity, and online and offline fraud, and other similar activities threaten the confidentiality, integrity,
and availability of such sensitive information and information technology systems, and those of the third parties on which we rely. Cloud-based
platform providers of products and services have been targeted by such activities and are expected to continue to be targeted. The threats
posed by such activities are prevalent and continue to grow, are increasingly difficult to detect, and come from a variety of sources, including
traditional computer “hackers,” threat actors, personnel (such as through theft or misuse), sophisticated nation-states, and nation-state-
supported actors. Some actors now engage and are expected to continue to engage in cyberattacks including, without limitation, nation-states
and nation-state-supported actors for geopolitical reasons and in conjunction with military conflicts and defense activities. During times of war
and other major conflicts, we, the third parties upon which we rely, and our customers are subject to a variety of evolving threats, including, but
not limited to, social-engineering attacks (including through phishing attacks), malicious code (such as viruses and worms), malware (including
as a result of advanced persistent threat intrusions), denial-of-service attacks (such as credential stuffing), credential harvesting, personnel
misconduct or error, break-ins, ransomware attacks, supply chain attacks, software bugs, server malfunctions, software or hardware failures,
loss of data or other information technology assets, adware, telecommunications failures, and other similar threats. Our products and services
may also be subject to fraudulent usage and schemes, including from third parties accessing customer accounts or viewing data from our
platform.

Ransomware attacks, including by organized criminal threat actors, nation-states, and nation-state-supported actors, are becoming
increasingly prevalent and severe and can lead to significant interruptions in our operations, loss of data and income, reputational harm, and
diversion of funds. While extortion payments have the potential to alleviate the negative impact of a ransomware attack, we may be unwilling or
unable to make such payments for a variety of reasons, including, but not limited to, applicable laws or regulations prohibiting such payments.

Remote work has become more common and has increased risks to our information technology systems and data, as more of our
employees utilize network connections, computers, and devices outside our premises or network, including working at home, while in transit, and
in public locations.

In addition, business transactions, such as acquisitions or integrations, could expose us to these same or additional cybersecurity risks and
vulnerabilities, as our systems could be negatively affected by vulnerabilities present in acquired or integrated entities’ systems and
technologies. Furthermore, we may discover security issues that were not found during due diligence of such acquired or integrated entities, and
it may be difficult to integrate companies into our information technology environment and security program.
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We rely upon third-party developers, service providers, and technologies to operate critical business systems to process sensitive
information in a variety of contexts, including, without limitation, third-party providers of cloud-based infrastructure, encryption and authentication
technology, employee email, and other functions. We may also rely on third-party developers, service providers, and technologies to provide
other products or services to operate our business. Our ability to monitor these third parties’ information security practices is limited, and these
third parties may not have adequate information security measures in place. We may also share or receive sensitive information with or from
third parties. If our third-party service providers experience a security incident or other interruption, we could experience adverse consequences.
While we may be entitled to damages if our third-party service providers fail to satisfy their privacy or security-related obligations to us, any
award may be insufficient to cover our damages or we may be unable to recover such award. In addition, supply chain attacks have increased in
frequency and severity, and we cannot guarantee that third parties and infrastructure in our supply chain or our third-party partners’ supply
chains have not been compromised or that they do not contain exploitable defects or bugs that could result in a breach of or disruption to our
information technology systems (including our products, services, and platform) or the third-party information technology systems that support us
and our services.

Any of the previously identified or similar threats could cause a security incident or other interruption. A security incident or other
interruption could result in unauthorized, unlawful, or accidental acquisition, modification, destruction, loss, alteration, encryption, disclosure of,
or access to sensitive information. A security incident or other interruption could disrupt our ability, and that of third parties upon which we rely, to
provide our products and services. We may expend significant resources or modify our business activities to try to protect against security
incidents. Certain data privacy and security obligations may require us to implement and maintain security measures or industry-standard or
reasonable security measures to protect our information technology systems and sensitive information.

While we have implemented security measures designed to help protect against security incidents, there can be no assurance that these
measures will be effective. Although we take certain steps to detect and remediate various vulnerabilities, doing so takes significant time and
resources and we may not be able to detect or remediate all vulnerabilities in our software (including third-party software we utilize) or
information technology systems (including those that operate our product and those that are used to provide our services). For several reasons,
including the introduction of new vulnerabilities, resource constraints, competing business demands, dependence on third parties, and
technological challenges, a number of unremediated vulnerabilities may always exist. Unremediated vulnerabilities, alone or in combination, may
have been exploited, and could be exploited, to cause a material security incident or seriously harm our business, interrupt our operations and
ability to provide services, damage our reputation and ability to obtain and retain customers, and expose sensitive information of ours and our
customers, including personal information and intellectual property. In addition, the threats and techniques used to exploit vulnerabilities change
frequently and are often sophisticated in nature, and vulnerabilities in our software and information technology systems could be exploited before
we are able to detect or remediate them.

Any efforts to remediate vulnerabilities present in our software or information technology systems may not be successful, and we may
experience delays in developing and deploying or installing patches and remedial measures. We may also be reliant on third parties to help or
fully remediate such vulnerabilities. Remediating vulnerabilities may interrupt our operations, products, and services. As we continue to expand
the features and functionality of our products, services, and platform, and to introduce new products and services, we may become even more
vulnerable to security incidents and at increased risk of vulnerabilities in the future. Any vulnerabilities, alone or in combination, could pose
material and significant risks to our business.

Applicable data privacy and security obligations, including data breach laws and contractual obligations to various customers, may require
us to notify relevant stakeholders of security incidents. Such disclosures are costly, and the disclosures, or the failure to comply with such
requirements could lead to adverse consequences.

If we or third parties upon which we rely experience a security incident or are perceived to have experienced a security incident, we could
experience significant consequences. These consequences may include, but are not limited to, government enforcement actions (e.g.,
investigations, audits, inspections, fines, and penalties), litigation (including class-related claims), additional reporting requirements and
oversight, restrictions or bans on processing sensitive information (including personal data and sensitive third-party and
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customer data), loss of revenue or profits, loss of customers or sales, interruptions or stoppages in or modifications to our operations (including
availability of data), indemnification obligations, negative publicity, and reputational harm. Security incidents and attendant consequences may
also cause customers to stop using our products, services, and platform (including by declining to renew their subscriptions), deter new
customers from using our products, services, and platform, and negatively impact our ability to grow and operate our business. In addition,
security incidents experienced by others, such as our competitors or customers, may lead to widespread negative publicity for us, our
customers, or the construction software industry generally.

Our contracts may not contain indemnification, limitations of liability, or other protective provisions, and even where they do, there can be
no assurance that indemnification clauses, limitations of liability, or other protective provisions in our contracts are applicable, enforceable, or
sufficient to protect us from liabilities, damages, or claims related to our data privacy and security obligations. We cannot be sure that our
general liability insurance coverage and coverage for cyber liability or errors or omissions will be adequate or sufficient to protect us from, or to
mitigate liabilities arising out of, our data privacy and security practices, that such coverage will continue to be available on commercially
reasonable terms or at all, or that such coverage will pay future claims. The successful assertion of one or more large claims against us that
exceed available insurance coverage, or the occurrence of changes in our insurance policies, including premium increases or the imposition of
large deductible or co-insurance requirements, could materially adversely affect our business, financial condition, results of operations, and
prospects.

In addition to experiencing a security incident, third parties may gather, collect, or infer sensitive information about us from public sources,
data brokers, or other means that reveals competitively sensitive details about our organization and could be used to undermine our competitive
advantage or market position.

Our business depends upon the appropriate and successful implementation of our products by our customers. If our customers fail to use
our products according to our specifications, our customers may suffer a security incident on their own systems or other adverse consequences.
Even if such an incident is unrelated to our security practices, it could result in our incurring significant economic and operational costs in
investigating, remediating, and implementing additional measures to further protect our customers from their own vulnerabilities and could result
in reputational harm.

To the extent we do not effectively address these risks, our business, financial condition, results of operations, and prospects could be
materially adversely affected.

Our business is subject to a wide range of laws and regulations, many of which are evolving, and our failure to comply with such laws
and regulations could materially adversely affect our business, financial condition, results of operations, and prospects.

We are subject to a number of laws and regulations that apply generally to businesses, including laws and regulations governing the
internet and the marketing, sale, and delivery of goods and services over the internet. These laws and regulations, which continue to evolve,
cover, among other things, taxation, tariffs, privacy and data protection, data security, pricing, content, copyrights, distribution, mobile and other
communications, advertising practices, electronic contracts, sales procedures, automatic subscription renewals, credit card processing
procedures, consumer protection, the provision of online payment services, the design and operation of websites, and the characteristics and
quality of products that are offered online. We cannot guarantee that we have been or will in the future be fully compliant with such laws and
regulations in every jurisdiction, as it is not entirely clear in every jurisdiction how existing laws and regulations governing such areas apply or will
be enforced. Moreover, as the regulatory landscape continues to evolve, increasing regulation and enforcement efforts by federal, state, and
foreign authorities, and the prospects for private litigation claims, become more likely. In addition, the adoption of new laws or regulations, or the
imposition of other legal requirements, that adversely affect our ability to market or sell our products and services could harm our ability to offer,
or customer demand for, our products and services, which could impact our revenue, impair our ability to expand our product and service
offerings, and make us more vulnerable to competition. Future regulations, or changes in laws and regulations or their existing interpretations or
applications, could also require us to change our business practices and raise compliance costs or other costs of doing business. For example,
the re-adoption of “network neutrality” rules in the U.S. by the Federal Communications Commission (the “FCC”), which the current president of
the U.S. supported during his campaign, and which is supported by the current Democratic FCC commissioners, could affect the services we
and our customers use by restricting the offerings made by internet service providers or reducing their incentives to invest in their networks. After
a federal court
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judge denied a request for an injunction against California’s state-specific network neutrality law, California began enforcing that law on March
25, 2021. Other states could begin to enforce existing laws or adopt new network neutrality requirements. For example, a temporary injunction
preventing implementation of a similar law in Vermont expired on April 20, 2022, although the challenge to that law remains pending.

Additionally, various federal, state, and foreign labor laws govern our relationships with our employees and affect operating costs. These
laws include employee classifications as exempt or non-exempt, minimum wage requirements, unemployment tax rates, workers’ compensation
rates, overtime, family leave, workplace health and safety standards, payroll taxes, citizenship requirements, and other laws and regulations.

Any claim, lawsuit, proceeding, investigation, inquiry, or request under any of the foregoing could: result in reputational harm, criminal
sanctions, consent decrees, and orders preventing us from offering certain features, functionalities, products, or services; limit our access to
credit; result in a modification or suspension of our business practices; require us to develop non-infringing or otherwise altered products or
technologies; prompt ancillary claims, lawsuits, proceedings, investigations, inquiries, or requests; consume financial and other resources which
may otherwise be utilized for other purposes, such as advancing other products and services on our platform; cause a breach or cancelation of
certain contracts; or result in a loss of customers, investors, or partners. Any of the foregoing, or any significant additional laws or regulations, or
our failure to comply with any laws and regulations that now or in the future could apply to our business, could materially adversely affect our
business, financial condition, results of operations, and prospects.

We may become involved in litigation that could materially adversely affect our business, financial condition, results of operations,
and prospects.

As we face increasing competition and gain a higher profile, the possibility that we become a party to litigation and disputes related to our
intellectual property, business or employment practices, regulatory compliance (including securities law compliance), products, services, or
platform grows. Some companies that have experienced volatility in the trading price of their shares have also been the subject of securities
class action litigation. Such litigation can be costly and time-consuming, divert the attention of management and key personnel from our
business operations, and dissuade prospective customers from subscribing to our products or services. We may need to settle disputes on
terms that are unfavorable to us, or we may be subject to an unfavorable judgment requiring us to cease some or all of our operations or pay out
substantial amounts of money. In addition, our customer agreements generally require us to indemnify our customers against liabilities if our
products infringe a third-party’s intellectual property rights, and we have negotiated additional specific indemnities with certain of our customers.
With respect to any intellectual property rights claim, we may have to seek a license to continue practices found to be in violation of third-party
rights, which may not be available to us on reasonable terms or may not be available to us at all. Any of the above could increase our operating
expenses, and materially adversely affect our business, financial condition, results of operations, and prospects. Additionally, during the course
of any litigation or dispute, we may make announcements regarding the results of hearings and motions and other interim developments. If
securities analysts and investors consider these announcements negative, our stock price may decline. Any of the above could increase our
operating expenses, and materially adversely affect our business, financial condition, results of operations, and prospects.

Increased government scrutiny of the technology industry could negatively affect our business.

The technology industry is subject to intense media, political, and regulatory scrutiny, which may expose us to government investigations,
legal actions, and penalties. Various regulatory agencies, including competition, consumer protection, and privacy authorities, have active
proceedings and investigations concerning multiple technology companies, some of which have offerings, like app marketplaces and
collaboration tools, that are similar to services and features we offer. If proceedings or investigations targeted at other companies result in
determinations that certain practices are unlawful, we could be required to change our products and services or alter our business operations,
which could harm our business. Legislators and regulators also have proposed new laws and regulations intended to restrain the activities of
technology companies. If such laws or regulations are enacted, they could adversely impact us, even if they are not intended to affect our
company. The increased scrutiny of acquisitions in the technology industry also could affect our ability to enter into strategic transactions or to
acquire other businesses. Compliance with new or modified laws and regulations could increase the cost of conducting business, limit
opportunities to increase our revenues, or prevent us from offering products or services.
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In addition, the introduction of new products and services, expansion of our activities in certain jurisdictions, or other actions we may take
may subject us to additional laws, rules, and regulations, or other government scrutiny. We may not always be able to accurately predict the
scope or applicability of certain laws, rules, or regulations to our business, particularly as we expand into new areas of operations, such as
materials financing and lien rights management, which could negatively affect our business and our ability to pursue future plans. In addition, any
perceived or actual breach by us of applicable laws, rules, and regulations could have a significant impact on our reputation as a trusted brand
and could cause us to lose customers in existing and emerging lines of business, prevent us from acquiring new customers, require us to
expend significant resources to remedy issues caused by such breaches and to avert further breaches, and expose us to legal risk and potential
liability.

Our liability for third-party content on our platform, such as content posted by customers and other users, currently is limited by Section 230
of the Communications Decency Act (the “CDA”). There have been various U.S. Congressional and Executive branch efforts to remove or
restrict the scope of the protections available to online platforms under Section 230 of the CDA. For example, the CDA was amended in 2018,
and the U.S. Congress and the Executive branch have proposed further changes or amendments each year since 2019, including, among other
things, proposals that would narrow CDA immunity, expand government enforcement power relating to content moderation concerns, or repeal
the CDA altogether. In addition, some states have passed, and others may adopt, laws intended to limit the protection afforded by Section 230 of
the CDA. Laws passed by Florida and Texas are the subject of judicial appeals and the U.S. Supreme Court heard a separate case that could
limit the protections afforded by Section 230 of the CDA. A decision in that case is expected by the end of June. Such changes could decrease
or change our protections from liability for third-party content in the U.S. We could incur significant costs investigating and defending such claims
and, if we are found liable, significant damages or license costs. We could also face fines or orders restricting or blocking our services in
particular geographies as a result of content hosted on our services. If any of these events occur, we may incur significant costs or be required to
make significant changes to our products, services, business practices, or operations and our business could be seriously harmed. We also
could be harmed by government investigations, litigation, or changes in laws and regulations directed at our business partners or suppliers in the
technology industry that have the effect of limiting our ability to do business with those entities. For example, the U.S. government recently has
taken action against companies operating in China intended to limit their ability to do business in the U.S. or with U.S. companies.

There can be no assurance that our business will not be materially adversely affected, individually or in the aggregate, by the outcomes of
such investigations, litigation, or changes to laws and regulations in the future.

We are subject to governmental export and import controls that could impair our ability to compete in international markets and
subject us to liability if we are not in compliance with applicable laws.

Our products, services, and platform are subject to various restrictions under U.S. export control and sanctions laws and regulations,
including the U.S. Department of Commerce’s Export Administration Regulations, and various economic and trade sanctions regulations
administered by the U.S. Department of the Treasury’s Office of Foreign Assets Control. The U.S. export control laws and U.S. economic
sanctions laws include restrictions or prohibitions on the sale or supply of certain products and services to embargoed or sanctioned countries,
governments, persons, and entities, identified by the U.S., and also require authorization for the export of certain encryption items. Furthermore,
U.S. export control laws and economic sanctions prohibit the shipment of certain cloud-based solutions to countries, governments, and persons
targeted by U.S. sanctions. In addition, various countries regulate the import of certain encryption technology, including through import permitting
and licensing requirements, and have enacted or could enact laws that could limit our ability to make available or implement our platform in
those countries. While we have implemented certain procedures to facilitate compliance with applicable laws and regulations in connection with
the collection of this information, we cannot assure you that these procedures have been effective or that we, or third parties, many of whom we
do not control, have complied with all laws or regulations in this regard. Failure by our customers, employees, representatives, contractors,
partners, agents, intermediaries, or other third parties to comply with applicable laws and regulations in the collection of this information also
could have negative consequences to us, including reputational harm, government investigations, and penalties.

Although we take precautions to prevent our information collection practices from being in violation of such laws, our information collection
practices may have been in the past, and could in the future be, in violation of such laws. If we or our employees, representatives, contractors,
partners, agents, intermediaries, or other third
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parties fail to comply with these laws and regulations, we could be subject to civil or criminal penalties, including the possible loss of export
privileges and fines and penalties. We may also be adversely affected through other penalties, reputational harm, loss of access to certain
markets, or otherwise. Obtaining the necessary authorizations, including any required license, for a particular transaction may be time-
consuming, is not guaranteed and may result in the delay or loss of sales opportunities. While we are working to implement additional controls
designed to prevent similar activity from occurring in the future, these controls may not be fully effective.

Changes in our platform, or changes in sanctions and import and export laws, may delay the introduction and sale of subscriptions to
access our products or services in international markets, prevent our customers with international operations from using our platform, or in some
cases, prevent the access or use of our platform to and from certain countries, governments, persons, or entities altogether. Further, any change
in export or import regulations, economic sanctions, or related laws, shift in the enforcement or scope of existing regulations, or change in the
countries, governments, persons, or technologies targeted by such regulations could result in decreased use of our platform or in our decreased
ability to export or sell subscriptions to use our platform to existing or prospective customers with international operations. Any decreased use of
our platform or limitation on our ability to export or sell subscriptions to use our platform could materially adversely affect our business, financial
condition, results of operations, and prospects.

We are also subject to the U.S. Foreign Corrupt Practices Act of 1977 (the “FCPA”), the U.K. Bribery Act 2010 (the “Bribery Act”), and other
anti-corruption, sanctions, anti-bribery, anti-money laundering, and similar laws in the U.S. and other countries in which we conduct activities.
Anti-corruption and anti- bribery laws, which have been enforced aggressively and are interpreted broadly, prohibit companies and their
employees, agents, intermediaries, and other third parties from promising, authorizing, making, or offering improper payments or other benefits
to government officials and others in the private sector. In the future, we may leverage third parties, including intermediaries, agents, and
partners, to conduct our business in the U.S. and abroad and to sell subscriptions. We and these third parties may have direct or indirect
interactions with officials and employees of government agencies or state-owned or affiliated entities, and we may be held liable for the corrupt
or other illegal activities of these third-party partners and intermediaries, our employees, representatives, contractors, partners, agents,
intermediaries, and other third parties, even if we do not explicitly authorize such activities. While we have policies and procedures to facilitate
compliance with the FCPA, the Bribery Act, and other anti-corruption, sanctions, anti-bribery, anti-money laundering, and similar laws, we cannot
assure you that they will be effective, or that all of our employees, representatives, contractors, partners, agents, intermediaries, or other third
parties have taken, or will not take actions, in violation of our policies and procedures and applicable law, for which we may be ultimately held
responsible. As we increase our international sales and business, our risks under these laws may increase. Noncompliance with these laws
could subject us to investigations, severe criminal or civil sanctions, settlements, prosecution, loss of export privileges, suspension or debarment
from U.S. government contracts, other enforcement actions, disgorgement of profits, significant fines, damages, other civil and criminal penalties
or injunctions, whistleblower complaints, adverse media coverage, and other consequences. Any investigations, actions, or sanctions could
materially adversely affect our business, financial condition, results of operations, and prospects.

Certain of our services subject us to complex and evolving laws and regulations regarding UPL.

UPL generally refers to a person or entity that is not licensed to practice law but that gives legal advice or advertises its services as the
practice of law. As a result of our acquisition of Levelset in November 2021, certain lien rights management services that we now offer involve
activities that could represent an alternative to traditional legal services and, as a result, may potentially subject us to UPL allegations. Our lien
rights management business model includes the provision of document-processing services in connection with the filing of mechanic’s liens. In
the past, various aspects of Levelset’s lien rights management offering have been subject to claims of UPL. In the future, we could face similar
claims, actions, or proceedings.

The laws and regulations that define UPL, and the governing bodies that enforce UPL rules, differ among the various jurisdictions in which
we operate, and the scope of these laws and regulations is often vague, broad, and evolving. As a result, the application and interpretation of
these laws and regulations can be uncertain and conflicting. For example, regulation of legal document processing, a component of our lien
rights management offering, varies among the jurisdictions in which we conduct business. Compliance with these disparate laws and regulations
may require us to structure our business and services differently in certain jurisdictions, which could lead to operating inefficiencies. Maintaining
compliance with UPL rules across various jurisdictions may
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cause us to incur significant expenses and may require that we dedicate significant management time to dealing with UPL issues, which could
divert management’s attention from other matters.

As we continue to support our lien rights management offering or expand into new jurisdictions, we may face increased scrutiny and risk of
additional UPL claims, actions, or proceedings. Any failure or perceived failure by us to comply with applicable UPL laws and regulations may
subject us to regulatory inquiries, actions, lawsuits, or proceedings. Levelset has incurred in the past, and we expect to incur in the future, costs
associated with responding to, defending, resolving, and settling UPL claims, actions, and proceedings. We can give no assurance that we will
prevail in any such matters on commercially reasonable terms or at all. Responding to, defending, and settling regulatory inquiries, action,
lawsuits, and proceedings may be time-consuming and divert management and financial resources or have other adverse effects on our
business. A negative outcome in any of these proceedings may result in claims, actions, changes to or discontinuance of some of our services,
potential liabilities, and additional costs that could materially adversely affect our business, financial condition, results of operations, and
prospects.

Our materials financing program may subject us to additional and changing legal, regulatory, and compliance requirements, and
failure to comply with such requirements could materially adversely affect our business, financial condition, results of operations, and
prospects.

Our materials financing program may be subject to regulation in the jurisdictions in which we operate this program. Furthermore, with the
geographic expansion of our materials financing program into new markets, we may become subject to additional and changing legal, regulatory,
and compliance requirements and industry standards with respect to materials financing.

As a result of offering our materials financing program, we may become subject to regulatory scrutiny, which may impose significant
compliance costs and make it uneconomical for us to continue to operate in our current markets or to expand into new markets. For example,
certain state legislatures have recently adopted regulations for commercial financing that have provisions that, among other things, may extend
protections similar to those found in consumer credit protection laws to commercial financing arrangements. Further, state legislatures and
financial regulators across the country are actively considering proposals to impose additional regulations on business-purpose credit products,
especially products offered to small business customers. As a result, such new or expanded regulations, or changes in interpretation or
enforcement of existing regulations, could result in new restrictions affecting the terms under which we offer our materials financing program, our
potential inability to comply with such regulations, and increased compliance costs or other costs of doing business, any of which may materially
adversely affect our business, financial condition, results of operations, and prospects.

Our materials financing transactions are structured as credit sales, rather than purchase-money loans. Credit sales are generally subject to
regulatory regimes at the state and federal level that are more favorable (to the party offering deferred payment terms) than those applicable to
purchase-money loans. However, if a regulator or court concluded that our materials financing transactions should be characterized as loans,
and thus subject to laws and regulations governing loans and lending activities, then we may be forced to restructure the transactions in a way
that is commercially less desirable in order to support the credit sale characterization, or we may be required to comply with laws and regulations
governing loans and lending activities, which may subject us to additional restrictions and requirements, such as compliance with usury laws and
state lending, loan brokering, or debt collection licensing laws and regulations.

If we fail, or are perceived to have failed, to address or comply with new or existing compliance obligations with respect to our materials
financing program we could face significant consequences. These consequences may include, but are not limited to, enforcement actions, fines,
penalties, litigation, additional reporting requirements and oversight, the inability to operate in certain jurisdictions, limited ability to develop or
commercialize our materials financing program, loss of revenue or profits, loss of customers, loss of investor confidence, negative publicity, and
reputational harm, any of which could materially adversely affect our business, financial condition, results of operations, and prospects.
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Risks Related to Our Intellectual Property

Our failure to protect our intellectual property rights and proprietary information could diminish our brand and other intangible assets
and otherwise materially adversely affect our business, financial condition, results of operations, and prospects.

We primarily rely and expect to continue to rely on a combination of patent, copyright, trademark, and trade secret laws, as well as
confidentiality procedures, licenses, and contractual restrictions, to establish and protect our intellectual property rights and proprietary
information, all of which provide only limited protection. As of December 31, 2022, we had 34 issued patents in the U.S. and 53 pending patent
applications in the U.S. Additionally, we had 16 pending patent applications in foreign countries, as well as nine pending international patent
applications that preserve our right to file additional foreign patent applications in the future. Our issued patents in the U.S. will expire between
2034 and 2041. We continually review our development efforts to assess the existence and patentability of new intellectual property.

We have devoted substantial resources to the development of our proprietary technologies and related processes. We make business
decisions about when to seek patent protection for a particular technology and when to rely upon copyright or trade secret protection, and the
approach we select may ultimately prove to be inadequate. Even when we seek patent protection, there is no assurance that the resulting
patents will effectively protect every significant feature of our products, services, or platform. In addition, we believe that the protection of our
trademark rights is an important factor in product recognition, protecting our brand, and maintaining goodwill. If we do not adequately protect our
rights in our trademarks from infringement, misappropriation, and unauthorized use, any goodwill that we have developed in those trademarks
could be lost or impaired, which could harm our brand and our business. In order to protect our proprietary technologies and processes, we rely
in part on trade secret laws and confidentiality agreements with our employees, consultants, and third parties. These agreements may not
effectively prevent disclosure of confidential information and may not provide an adequate remedy in the event of unauthorized disclosure of
such information.

Third parties may knowingly or unknowingly infringe our proprietary rights, or may challenge our proprietary rights, and we may not be able
to prevent infringement without incurring substantial expenses. Others may independently discover our trade secrets, in which case we would
not be able to assert trade secret rights, or develop similar technologies and processes. Additionally, pending and future patent, trademark, and
copyright applications may not be approved, and our issued patents may be contested, circumvented, found unenforceable, or invalidated.
Further, laws in certain jurisdictions may afford little or no trade secret protection, and any changes in, or unexpected interpretations of, the
intellectual property laws in any country in which we operate may compromise our ability to enforce our intellectual property rights. Costly and
time-consuming litigation could be necessary to enforce and determine the scope of our proprietary rights. If the protection of our proprietary
rights is inadequate to prevent use or appropriation by third parties, the value of our products, services, platform, brand, and other intangible
assets may be diminished, and competitors may be able to more effectively replicate our platform and its features. Any of these events could
materially adversely affect our business, financial condition, results of operations, and prospects.

We license technology from third parties and our inability to maintain those licenses could materially adversely affect our business,
financial condition, results of operations, and prospects.

We currently incorporate, and will in the future incorporate, technology that we license from third parties into our products, services, and
platform. We cannot be certain that our licensors do not or will not infringe on the intellectual property rights of third parties or that our licensors
have or will have sufficient rights to the licensed intellectual property in all jurisdictions where we may sell subscriptions to use our products,
services, or platform. Some of our agreements with our licensors may be terminated by them for convenience or otherwise provide for a limited
term. If we are unable to continue our license agreements or enter into new licenses on commercially reasonable terms, our ability to develop
and sell subscriptions to use products or services containing that technology would be limited, and our business could be harmed. For example,
if we are unable to license technology from third parties, such as technology that helps enable our products, services, or platform, we may be
forced to acquire or develop alternative technology, which we may be unable to do in a commercially feasible manner or at all, which may require
us to use alternative technology of lower quality or performance standards. This could limit or delay our ability to offer certain existing, new, or
competitive products or services and may increase our costs. As a result, our business, financial condition, and results of operations could be
materially adversely affected.
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Our use of third-party open source software could negatively affect our ability to sell subscriptions to access our products and subject us to
possible litigation.

We use third-party open source software. From time to time, companies that use third-party open source software have faced claims
challenging the use of such open source software and compliance with the open source software license terms. Accordingly, we may be subject
to lawsuits by parties claiming ownership of what we believe to be open source software or claiming non-compliance with the applicable open
source licensing terms. Some open source software licenses require end-users, who distribute or make available across a network software and
services that include open source software, to make publicly available or to license all or part of such software (which in some circumstances
could include valuable proprietary code, such as modifications or derivative works created, based upon, incorporating, or using the open source
software) under the terms of the particular open source license. While we employ practices designed to monitor our compliance with the licenses
of third-party open source software and protect our valuable proprietary source code, we may inadvertently use third-party open source software
in a manner that exposes us to claims of non-compliance with the terms of the applicable license, including claims of intellectual property rights
infringement or for breach of contract. Furthermore, there exists today an increasing number of types of open source software licenses, almost
none of which have been tested in courts of law to provide clarity on their proper legal interpretation. If we were to receive a claim of non-
compliance with the terms of any of these open source licenses, we may be required to publicly release certain portions of our proprietary source
code. We could also be required to expend substantial time and resources to re-engineer some or all of our software. Any of the foregoing could
materially adversely affect our business, financial condition, results of operations, and prospects.

In addition, the use of third-party open source software typically exposes us to greater risks than the use of third-party commercial software
because open source licensors generally do not provide warranties or controls on the functionality or origin of the software. Use of open source
software may also present additional security risks because the public availability of such software may make it easier for hackers and other third
parties to determine how to compromise our platform. Any of the foregoing could materially adversely affect our business, financial condition,
results of operations, and prospects, and could help our competitors develop products and services that are similar to or better than ours.

Our customers’ and other users’ violations of our policies or other misuse of our platform to transmit unauthorized, offensive, or
illegal messages, spam, phishing scams, and website links to harmful applications or for other fraudulent or illegal activity could
damage our reputation, and we may face a risk of litigation and liability for illegal activities on our platform and unauthorized,
inaccurate, or fraudulent information distributed via our platform.

Despite our ongoing and substantial efforts to limit such use, certain customers or other users may use our platform to transmit
unauthorized, offensive, or illegal messages, calls, spam, phishing scams, and website links to harmful applications, reproduce and distribute
copyrighted material or the trademarks of others without permission, and report inaccurate or fraudulent data or information. These actions are in
violation of our policies. However, our efforts to defeat spamming attacks, illegal robocalls, and other fraudulent activity will not prevent all such
attacks and activity. Such use of our platform could damage our reputation and we could face claims for damages, regulatory enforcement,
copyright or trademark infringement, defamation, negligence, or fraud. Moreover, our customers’ and other users’ promotion of their products
and services through our platform might not comply with federal, state, and foreign laws. We rely on contractual representations made to us by
our customers that their use of our platform will comply with our policies and applicable law. Although we retain the right to verify that customers
and other users are abiding by our policies, our customers and other users are ultimately responsible for compliance with our policies, and we do
not systematically audit our customers or other users to confirm compliance with our policies. Although Section 230 of the CDA currently limits
liability for third-party content posted on internet platforms, we cannot predict whether that protection will remain in effect. See the risk factor
titled “Increased government scrutiny of the technology industry could negatively affect our business.”
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Risks Related to Our Acquisitions

We may be unsuccessful in making, integrating, and maintaining acquisitions, joint ventures, and strategic investments, which could
materially adversely affect our business, financial condition, results of operations, and prospects.

We expect to evaluate and complete a wide array of potential strategic transactions, including acquisitions of businesses, joint ventures,
new technologies, services, products, and other assets, and other strategic investments. Any of these transactions could be material to our
business, financial condition, results of operations, and prospects. However, we may not be able to find suitable acquisition, joint venture, and
strategic investment candidates, and we may not be able to complete these transactions on favorable terms or at all.

Even if we are able to complete these transactions, we may not be able to realize the anticipated benefits of such transactions in the time
frame expected or at all. In particular, if we are unable to successfully operate as a combined business after the completion of such transactions,
including in respect of the LaborChart and Levelset acquisitions, to achieve shared growth opportunities or combine reporting or other processes
within the expected time frame, such delay may materially and adversely affect the benefits that we expect to achieve as a result of any such
acquisition. Such transactions may not ultimately strengthen our competitive position or achieve our strategic goals and may disrupt our ongoing
business, increase our expenses, and otherwise present risks not contemplated at the time of the transaction. Valuations supporting our
acquisitions and strategic investments could change rapidly. Following any such transaction, we could determine that such valuations have
experienced impairments or other-than-temporary declines in fair value which could materially adversely affect our business, financial condition,
and operating results, and prospects through the write-off of goodwill and other impairment charges.

To finance such transactions, we may have to pay cash, incur debt, or issue securities, including equity-based securities, each of which
could affect our financial condition or the value of our capital stock. The sale of equity to finance any such transaction could result in dilution to
our stockholders. If we incur debt in connection with such a transaction, it would result in increased fixed obligations and could also subject us to
covenants or other restrictions that would impede our ability to flexibly operate our business. Any of these factors could materially adversely
affect our ability to consummate a transaction, and our business, financial condition, results of operations, and prospects.

Risks Related to Tax Matters

Tax authorities may successfully assert that we, including our acquired companies, should have collected, or in the future should
collect, sales and use, value added, or similar taxes, and we could be subject to substantial liabilities with respect to past or future
sales, which could materially adversely affect our business, financial condition, results of operations, and prospects.

We currently collect and remit applicable sales taxes and other applicable transfer taxes in jurisdictions where we, through our employees
or economic activity, have a presence and where we have determined, based on applicable legal precedents, that sales of subscriptions to
access our products, services, and platform are classified as taxable. We do not currently collect and remit state and local excise, utility user, or
ad valorem taxes, fees, or surcharges in jurisdictions where we believe we do not have sufficient “nexus.” There is uncertainty as to what
constitutes sufficient nexus for a state or local jurisdiction to levy taxes, fees, and surcharges on sales made over the internet, and there is also
uncertainty as to whether our characterization of our products, services, and platform as not taxable in certain jurisdictions will be accepted by
state and local tax authorities.

Tax authorities may challenge our position that we do not have sufficient nexus in a taxing jurisdiction or that our products, services, and
platform are not taxable in such jurisdiction and may decide to audit our business and operations with respect to sales, use, value added, goods
and services, and other taxes, which could result in significant tax liabilities (including related penalties and interest) for us or our customers,
which could materially adversely affect our business, financial condition, results of operations, and prospects.

The application of indirect taxes, such as sales and use, value added, goods and services, business, and gross receipts taxes, to
businesses that transact online, such as ours, is a complex and evolving area. Following the U.S. Supreme Court decision in South Dakota v.
Wayfair, Inc., states and local jurisdictions in certain circumstances may levy sales and use taxes on sales of goods and services based on
“economic
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nexus,” regardless of whether the seller has a physical presence in such jurisdiction. A number of states have already begun, or have positioned
themselves to begin, requiring collection of sales and use taxes by online sellers. The details and effective dates of these collection requirements
vary from state to state. As a result, it may be necessary for us to reevaluate whether our activities give rise to sales, use, and other indirect
taxes as a result of any nexus in those states in which we are not currently registered to collect and remit taxes. Additionally, we may need to
assess our potential tax collection and remittance obligations based on the requirements of existing or future economic nexus laws. There have
been, and will continue to be, substantial ongoing costs associated with complying with the various indirect tax requirements in the numerous
markets in which we conduct or may conduct business. If we are unsuccessful in collecting such taxes from our customers, we could be held
liable for such obligations. The application of existing, or future indirect tax laws, whether in the U.S. or internationally, or the failure to collect and
remit such taxes, could materially adversely affect our business, financial condition, results of operations, and prospects.

Our corporate structure and intercompany arrangements cause us to be subject to the tax laws of various jurisdictions, and we could
be obligated to pay additional taxes, which could materially adversely affect our business, financial condition, results of operations,
and prospects.

We are expanding our international operations and personnel to support our business in international markets. We generally conduct our
international operations through wholly-owned subsidiaries and are or may be required to 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 tax authorities in various jurisdictions. The amount of taxes we pay in different jurisdictions may depend on the
application of the tax laws of such jurisdictions, including the U.S., to our international business activities, changes in tax rates, new or revised
tax laws, or interpretations of existing tax laws and policies, and our ability to operate our business in a manner consistent with our corporate
structure and intercompany arrangements. The relevant tax authorities may disagree with our determinations as to the income and expenses
attributable to specific jurisdictions. If such a disagreement were to occur, and our position was not sustained, we could be required to pay
additional taxes, interest, and penalties, which could result in one-time tax charges, higher effective tax rates, reduced cash flows, and lower
overall profitability of our operations.

We are subject to federal, state, and local income, sales, and other taxes in the U.S. and income, withholding, transaction, and other taxes
in numerous foreign jurisdictions. Evaluating our tax positions and our worldwide provision for taxes is complicated and requires the exercise of
significant judgment. During the ordinary course of business, there are many activities and transactions for which the ultimate tax determination
is uncertain. We may be audited in various jurisdictions, and such jurisdictions may assess additional taxes (including income taxes, sales taxes,
and value added taxes) against us. Although we believe our tax estimates are reasonable, the final determination of any tax audits or litigation
could differ materially from our historical tax provisions and accruals, which could have an adverse effect on our results of operations or cash
flows in the period or periods for which a determination is made.

Our business could be materially adversely affected by changes to tax laws.

The tax regimes we are subject to or operate under, including income and non-income taxes, are unsettled and may be subject to
significant change. Changes in tax laws, regulations, or rulings, or changes in interpretations of existing laws and regulations, could materially
adversely affect our business, financial condition, results of operations, and prospects. For example, the 2017 Tax Cuts and Jobs Act (the
"TCJA") enacted many significant changes to the U.S. tax laws, some of which were modified in 2020 by the Coronavirus Aid, Relief and
Economic Security Act (the "CARES Act") and may be further modified in the future by the current or a future administration. Beginning in 2022,
the TCJA requires taxpayers to capitalize and amortize certain research and development expenditures over five years if incurred in the U.S. and
15 years if incurred in foreign jurisdictions, rather than deducting them currently. Although there have been legislative proposals to repeal or
defer the research and development expenditure capitalization requirement to later years, there can be no assurance that the provision will be
repealed or otherwise modified. As another example, the Inflation Reduction Act, which was recently enacted, includes provisions that will impact
the U.S. federal income taxation of certain corporations, including imposing a minimum tax on the book income of certain large corporations and
an excise tax on certain corporate stock repurchases that would be imposed on the corporation repurchasing such stock. Regulatory or
accounting guidance with respect to existing or future tax laws could materially affect our tax obligations and effective tax rate. Further, it is
uncertain if, and to what extent, various states will conform to current federal law or any newly enacted federal tax legislation. In addition,
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many countries in Europe, as well as a number of other countries and organizations (including the Organization for Economic Cooperation and
Development (the “OECD”) and the European Commission), have recently proposed, recommended, or (in the case of certain countries)
enacted, or are in the process of enacting, changes to existing tax laws or new tax laws that could significantly increase our tax obligations in the
countries where we do business or require us to change the manner in which we operate our business. In particular, the OECD is working on a
two-pillar solution to address the tax challenges arising from the digitalization of the economy, commonly referred to as BEPS 2.0, which, if
implemented, would make important changes to the international tax system by allocating taxing rights in respect of certain profits of
multinational enterprises above a fixed profit margin to the jurisdictions within which they carry on business (subject to certain revenue threshold
rules which we do not currently meet but may meet in the future), referred to as the Pillar One proposal, and imposing a minimum effective tax
rate on certain multinational enterprises, referred to as the Pillar Two proposal. A number of countries within which we carry on our business are
currently proposing to implement core elements of the Pillar Two proposal by the start of 2024. Based on our current understanding of the
minimum revenue thresholds contained in the proposed Pillar Two rules, we anticipate that we could potentially be within their scope and so their
implementation could impact the amount of tax we have to pay. Any of the foregoing could materially adversely affect our business, financial
condition, results of operations, and prospects.

Our ability to use our NOL carryforwards and certain other tax attributes may be limited.

As of December 31, 2022, we had $842.6 million of U.S. federal and $567.2 million of state NOL carryforwards available to reduce taxable
income that we may have in the future. It is possible that we will not generate taxable income sufficient to use certain of these NOL
carryforwards. Under legislative changes made by the TCJA, as modified by the CARES Act, our U.S. federal net operating losses incurred in
taxable years beginning after December 31, 2017 may be carried forward indefinitely, but the ability to utilize such federal net operating losses to
offset taxable income in taxable years beginning after 2020 is limited to 80% of the current-year taxable income. It is uncertain if and to what
extent various states will conform to the TCJA. In addition, federal NOL carryforwards and certain tax credits may be subject to significant
limitations under Section 382 and Section 383 of the Internal Revenue Code (the “IRC”), respectively. Under those sections of the IRC, if a
corporation undergoes an “ownership change,” the corporation’s ability to use its pre-change NOL carryforwards and other pre-change attributes,
such as research tax credits, to offset its post-change income or tax may be limited. In general, an “ownership change” will occur if there is a
cumulative change in our ownership by “5-percent shareholders” that exceeds 50 percentage points over a rolling three-year period. We
performed an analysis to determine whether net operating loss and credit carryover limitations existed under Section 382 as of December 31,
2021, and determined that a portion of the net operating losses and credit carryovers are subject to Section 382 annual limitations. We have
determined that we should be able to fully utilize these net operating losses and credit carryovers before they expire, provided that we generate
sufficient taxable income. We may experience additional ownership changes in the future as a result of shifts in our stock ownership after
December 31, 2022, some of which may be outside of our control. State NOL carryforwards and other state tax credits may be subject to similar
limitations under state tax laws, and there may be periods during which the use of state net operating losses is suspended or otherwise limited,
which could accelerate or permanently increase state taxes owed. If an ownership change occurs and our ability to use our NOL carryforwards
and tax credits is limited, or if our ability to utilize NOL carryforwards and certain tax credits is otherwise restricted by law, our business, financial
condition, results of operations, and prospects could be materially adversely affected.

Risks Related to Capital Requirements, Credit Concentration, Liquidity, and Our Marketable Securities Portfolio

We may need to raise additional capital to grow our business, and such capital may not be available on terms acceptable to us, or at
all, which could reduce our ability to compete and could materially adversely affect our business, financial condition, results of
operations, and prospects.

We expect that our existing cash and cash equivalents will be sufficient to meet our anticipated cash needs for working capital and capital
expenditures for at least the next 12 months. To support our business and operations, we will need sufficient capital to continue to make
significant investments, and we may need to raise additional capital through equity or debt financings to fund such efforts. However, many
factors, including recent economic volatility and interest rate increases, could adversely impact our ability to access additional capital. If such
financing is not available on terms acceptable to us or at all, we may be unable to fund our growth or develop new business at the rate desired
and our operating results may suffer. Debt financing increases expenses, may contain covenants that restrict the operation of our business, and
must be repaid regardless of
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operating results. Equity financing, or debt financing that is convertible into equity, could result in dilution to our existing stockholders and a
decline in our stock price.

Our inability to obtain adequate capital resources, whether in the form of equity or debt, to fund our future growth may require us to delay,
scale back, or eliminate some or all of our operations or the expansion of our business, which could materially adversely affect our business,
financial condition, results of operations, and prospects.

Our marketable securities portfolio is subject to credit, liquidity, market, and interest rate risks that could cause its value to decline
significantly and materially adversely affect our business, financial condition, results of operations, and prospects.

We maintain a portfolio of marketable securities through a professional investment advisor. The investments in our portfolio are subject to
our corporate investment policy, which focuses on preserving principal, maintaining liquidity, avoiding inappropriate concentration and credit risk,
and capturing a market rate of return in accordance with the investment guidelines in the corporate investment policy. These investments are
subject to general credit, liquidity, market, and interest rate risks. In particular, the value of our portfolio may decline due to changes in interest
rates, instability in the global financial markets that reduces the liquidity of securities in our portfolio, and other factors, including unexpected or
unprecedented events such as the COVID-19 pandemic. As a result, we may experience a significant decline in value or loss of liquidity of our
investments, which could materially adversely affect our business, financial condition, results of operations, and prospects. We attempt to
mitigate these risks through diversification of our investments and continuous monitoring of our portfolio’s overall risk profile, but the value of our
investments may nevertheless decline. To the extent that we increase the amount of our security investments in the future, these risks could be
exacerbated.

Adverse developments affecting the financial services industry, such as events or concerns involving the liquidity of, or defaults or
non-performance by, financial institutions, could materially adversely affect our business, financial conditions, results of operations,
and prospects.

Adverse events involving the liquidity of, or defaults or non-performance by, or other adverse developments involving, financial institutions,
transactional counterparties, other companies in the financial services industry, or the financial services industry generally, or concerns or rumors
about any such events or developments, or other similar risks, have in the past and may in the future lead to market-wide liquidity problems and
may lead to liquidity constraints for us. For example, on March 10, 2023, the FDIC took control of, and was appointed receiver of, SVB, one of
our banking partners. Similarly, on March 12, 2023, Signature Bank Corporation and Silvergate Capital Corporation each entered into
receivership. Additionally, on March 15, 2023, Credit Suisse Group AG announced that it would borrow up to 50 billion Swiss francs (equal to
approximately $53.7 billion) from the Swiss National Bank to address its liquidity concerns. Further, on May 1, 2023, the FDIC took control of
First Republic Bank and sold its deposits and the majority of its assets to JPMorgan Chase & Co. We maintain our cash, cash equivalents, and
marketable securities with financial institutions, and our account balances with any such institutions typically exceed the individual account limit
of $250,000 insured by the FDIC. There is a possibility that we may not be able to access a portion of our existing cash, cash equivalents, and
marketable securities, or that all or part of our balances may be at risk, due to market conditions affecting such financial institutions or the
financial services industry. In the event of a bank failure or liquidity crisis, there can be no assurance that our deposits in excess of FDIC
insurance limits, or other comparable insurance limits, if any, would be backstopped by the U.S. or applicable foreign governments, or that any
bank or financial institution with which we do business will be able to obtain needed liquidity from other banks or governmental institutions or be
acquired. If other banks and financial institutions enter receivership or become insolvent in the future in response to market conditions affecting
the financial services industry, our ability to access our cash, cash equivalents, and marketable securities may be threatened or compromised,
which could materially adversely affect our business, financial condition, results of operations, and prospects.
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General Risks Related to Our Business and Investing in Our Common Stock

If we fail to maintain an effective system of disclosure controls and internal control over our financial reporting, including our
acquired companies, our ability to produce timely and accurate financial statements or comply with applicable regulations could be
impaired and our business, financial condition, results of operations, and prospects could be materially adversely affected.

As a public company, we are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act, and the rules and
regulations of the applicable listing standards of the New York Stock Exchange (the “NYSE”). Our management and other personnel devote a
substantial amount of time to compliance with these requirements. We expect that the requirements of these laws, rules and regulations will
continue to increase our legal, accounting, and financial compliance costs, make some activities more complex, time-consuming, and costly, and
place significant strain on our personnel, systems, and resources. We cannot predict or estimate the totality of additional costs we incur as a
public company or the specific timing of such costs.

The Sarbanes-Oxley Act requires, among other things, that we maintain effective disclosure controls and procedures and internal control
over financial reporting. We are required, pursuant to Section 404 of the Sarbanes-Oxley Act (“Section 404”) to furnish a report by management
on, among other things, the effectiveness of our internal control over financial reporting as of December 31, 2022. This assessment includes
disclosure of any material weaknesses identified by our management in our internal control over financial reporting. In addition, our independent
registered public accounting firm is required to attest to the effectiveness of our internal control over financial reporting. Our continuing
compliance with Section 404 will require that we incur substantial expenses and expend significant management efforts. We may need to hire
additional accounting and financial staff with appropriate public company experience and technical accounting knowledge and compile the
system and process documentation necessary to perform the evaluation needed to comply with Section 404.

Our current controls and any new controls that we develop may become inadequate because of changes in conditions in our business,
including our acquisitions. In addition, changes in accounting principles or interpretations could also challenge our internal controls and require
that we establish new business processes, systems, and controls to accommodate such changes. If our current and new systems, controls, or
standards and any associated process changes do not give rise to the benefits that we expect or do not operate as intended, our financial
reporting systems and processes, our ability to produce timely and accurate financial reports, or the effectiveness of our internal control over
financial reporting could be adversely affected. Moreover, our business may be harmed if we experience problems with any new systems or
controls that result in delays in their implementation or increased costs to correct any post-implementation issues that may arise. Our ability to
manage our operations and growth through, for example, the integration of recently acquired businesses, the adoption of new accounting
principles and tax laws, and our back office systems that, for example, support our revenue recognition processes, will require us to further
develop our controls and reporting systems and implement or amend new or existing controls and reporting systems in those areas where the
implementation and integration is still ongoing. All of these changes to our financial systems and the implementation and integration of
acquisitions create an increased risk of deficiencies in our internal controls over financial reporting.

During the evaluation and testing process of our internal controls, if we identify one or more material weaknesses in our internal control
over financial reporting, we will be unable to certify that our internal control over financial reporting is effective. We cannot assure you that there
will not be material weaknesses or significant deficiencies in our internal control over financial reporting in the future. Any failure to maintain
internal control over financial reporting could severely inhibit our ability to accurately report our financial condition or results of operations. If we
are unable to conclude that our internal control over financial reporting is effective, or if our independent registered public accounting firm
determines that we have a material weakness in our internal control over financial reporting, we could lose investor confidence in the accuracy
and completeness of our financial reports, the market price of our common stock could decline, and we could be subject to sanctions or
investigations by the SEC or other regulatory authorities. Failure to remedy any material weaknesses or to maintain effective disclosure controls
and internal control over financial reporting could adversely affect investor confidence in our company, causing a decline in our stock price, as
well as restrict our future access to capital markets. Such failure could also materially adversely affect our business, financial condition, results of
operations, and prospects.
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Because we recognize revenue from subscriptions to access our products over the term of the subscription, downturns or upturns in
new business will not be immediately reflected in our results of operations.

We generate substantially all of our revenue from subscriptions to access our products. We recognize revenue ratably over the term of the
subscription, beginning on the date that access to our products is made available to our customer. Our subscriptions generally have annual or
multi-year terms. As a result, the significant majority of our revenue is generated from subscriptions entered into during previous periods.
Consequently, a decline in new or renewed subscriptions in any one quarter may not significantly reduce our revenue for that quarter but could
negatively affect our revenue in future periods. Accordingly, the effect of downturns or upturns in new sales and potential changes in our rate of
renewals may not be fully reflected in our results of operations until future periods. Our revenue recognition model also makes it difficult for us to
rapidly increase our revenue through new subscriptions in any period.

Our ability to recognize revenue may also be affected by the length and unpredictability of the sales cycle for our products, especially with
respect to larger enterprises and owners. Such customers typically undertake a significant evaluation and negotiation process due to their
leverage, size, organizational structure, and approval requirements, all of which can lengthen our sales cycle. We may spend substantial time,
effort, and money on sales efforts to such customers without any assurance that our efforts will produce any sales or that these customers will
deploy our platform widely enough across their business to justify our substantial upfront investment. As a result, we anticipate increased sales
to large enterprises will lead to higher upfront sales costs and greater unpredictability, which could materially adversely affect our business,
results of operations, financial condition, and prospects.

In addition, as required by the recent revenue recognition standard under Accounting Standards Codification Topic 606, Revenue from
Contracts with Customers, we disclose the transaction price allocated to remaining performance obligations. It is possible that analysts and
investors could misinterpret our disclosure or that the terms of our customer subscriptions or other circumstances could cause our methods for
calculating this disclosure to differ significantly from others, which could lead to inaccurate or unfavorable forecasts by analysts and investors.

If we experience excessive fraudulent activity or cannot meet evolving credit card association merchant standards, we could incur
substantial costs and lose the right to accept credit cards for payment, which could cause our customer base to decline significantly
and could materially adversely affect our business, financial condition, results of operations, and prospects.

Substantial losses due to fraud or our inability to accept credit card payments could cause our customer base to significantly decrease and
would harm our business.

A significant portion of our customers authorize us to bill their credit card accounts directly for our products, and certain of our customers
purchase from us directly and are required to keep their payment methods current for monthly billing purposes. Our customers provide us with
credit card billing information online or over the phone, and we do not review the physical credit cards used in these transactions, which
increases our risk of exposure to fraudulent activity. We have incurred charges, which we refer to as chargebacks, from credit card companies
for claims that the customer did not authorize the credit card transaction for our products. We may be required to pay for unauthorized credit
charges and expenses with no reimbursement from the customer. If the number of claims of unauthorized credit card transactions becomes
excessive, we could be assessed substantial fines for excess chargebacks, and we could lose the right to accept credit cards for payment.
Although we implement multiple fraud prevention and detection controls, we cannot assure you that these controls will be adequate to protect
against fraud.

In addition, credit card issuers may change merchant standards, including data protection and documentation standards, required to utilize
their services from time to time. If we fail to comply with such standards, the credit card associations could fine us or terminate their agreements
with us, and we would be unable to accept credit cards as payment for our products.
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Our business could be disrupted by catastrophic occurrences and similar events.

Our platform and the infrastructure on which our platform relies are vulnerable to damage or interruption from catastrophic occurrences,
such as earthquakes, floods, fires, other natural disasters, power loss, telecommunication failures, military conflict or war, terrorist attacks,
criminal acts, sabotage, other intentional acts of vandalism and misconduct, geopolitical events, disease (such as the COVID-19 pandemic), and
other similar events, each of which could materially adversely affect our business, financial condition, results of operations, and prospects, or the
business of our customers, partners, vendors, or the economy as a whole. For example, our corporate headquarters are located near Santa
Barbara, California, a region known for seismic activity and severe fires, and a catastrophic event in this region could materially adversely affect
our business, financial condition, results of operations, and prospects. The impact of climate change could result in an increase in the frequency
or severity of such events. Climate-related events have the potential to disrupt our business, our third-party suppliers, and the business of our
customers, may cause us to experience higher attrition, losses, and additional costs to maintain and resume operations, and may subject us to
increased regulations, reporting requirements, standards, or expectations regarding the environmental impacts of our business.

Although we maintain incident management and disaster response plans, in the event of a major disruption, we may be unable to continue
our operations and may experience system interruptions and reputational harm. All of the aforementioned risks may be further increased if our
disaster recovery plans prove to be inadequate.

The market price of our common stock may be volatile, and you could lose all or part of your investment.

The market price of our common stock is likely to be volatile. In light of recent macroeconomic factors such as inflation, interest rate
changes, bank failures, and the ongoing impacts of the COVID-19 pandemic, as well as geopolitical factors such as the Russia-Ukraine conflict,
and the market for technology companies in particular, the stock market in general has experienced extreme volatility, which has often been
unrelated to the operating performance of particular companies. The market price for our common stock may also be influenced by the following
factors: actual or anticipated changes or fluctuations in our results of operations; the financial projections we may provide to the public, any
changes in these projections, or our failure to meet these projections; announcements by us or our competitors of new products or new or
terminated significant contracts, commercial relationships, or capital commitments; changes in operating performance and stock market
valuations of other technology companies generally, or those in our industry in particular; and actual or anticipated developments in our
business, our competitors’ businesses, or the competitive landscape generally. In addition, the limited public float of our common stock may tend
to increase the volatility of the trading price of our common stock. As a result of this volatility, you may not be able to sell your common stock at
or above the price you paid for your shares. Additionally, the foregoing factors, along with other market and industry factors, may cause the
market price and demand for our common stock to fluctuate substantially, regardless of our actual operating performance, which may limit or
prevent investors from selling their shares at or above the price paid for the shares and may otherwise negatively affect the liquidity of our
common stock.

Concentration of ownership of our common stock among our existing executive officers, directors, and principal stockholders may
prevent new investors from influencing significant corporate decisions, including mergers, consolidations, or the sale of us or all or
substantially all of our assets.

Our executive officers, directors, and stockholders who own more than 5% of our outstanding common stock, in the aggregate, beneficially
owned a significant percentage of our outstanding common stock. Furthermore, many of our current directors were appointed by our principal
stockholders. As a result, such persons or their appointees to our board of directors (our “Board”), acting together, will have the ability to control
or significantly influence all matters submitted to our Board or stockholders for approval, including the appointment of our management, the
election and removal of directors, and the approval of any significant transactions, as well as our management and business affairs. If these
persons choose to act together, they may be able to significantly influence all matters requiring stockholder approval, including the election and
removal of directors and the approval of any merger, consolidation, or sale of all or substantially all of our assets. In addition, if any of our
executive officers, directors, and stockholders who own more than 5% of our outstanding common stock purchase shares, or if any of our other
current investors purchase shares, such that they own more than 5% of our outstanding common stock as a result, the ability of such persons,
acting together, to control or significantly influence such matters will increase. This concentration of ownership may
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have the effect of delaying, deferring, or preventing a change in control, impeding a merger, consolidation, takeover, or other business
combination involving us, or discouraging a potential acquirer from making a tender offer or otherwise attempting to obtain control of our
business, even if such a transaction would benefit other stockholders. Likewise, it may result in the management of our company in ways with
which other stockholders disagree.

Certain provisions in our organizational documents and under Delaware law could make an acquisition of our company more difficult,
limit attempts by our stockholders to replace or remove members of our Board or current management, and adversely affect our stock
price.

Our amended and restated certificate of incorporation and amended and restated bylaws contain provisions that could delay or prevent a
change in control of our company. These provisions could also make it difficult for stockholders to elect directors that are not nominated by the
current members of our Board or take other corporate actions, including effecting changes in our management. These provisions include:

• a classified Board with three-year staggered terms, which could delay the ability of stockholders to change the membership of a
majority of our Board;

• the denial of any right of our stockholders to remove members of our Board except for cause and, in addition to any other vote
required by law, upon the approval of not less than two-thirds of the total voting power of all our outstanding voting stock then
entitled to vote in the election of directors;

• the ability of our Board to issue shares of preferred stock and to determine the price and other terms of those shares, including
preferences and voting rights, without stockholder approval, which could be used to significantly dilute the ownership of a hostile
acquirer;

• the exclusive right of our Board to elect a director to fill a vacancy created by the expansion of our Board or the resignation, death, or
removal of a director, which prevents stockholders from being able to fill vacancies on our Board;

• a prohibition on stockholder action by written consent, which forces stockholder action to be taken at an annual or special meeting of
our stockholders;

• the requirement that a special meeting of stockholders may be called only by the chairperson of our Board, chief executive officer,
president, or by our Board acting pursuant to a resolution adopted by a majority of our Board, which could delay the ability of our
stockholders to force consideration of a proposal or to take action, including the removal of directors;

• certain amendments to our amended and restated certificate of incorporation will require the approval of two-thirds of the then-
outstanding voting power of our capital stock; and

• advance notice procedures with which stockholders must comply to nominate candidates to our Board or to propose matters to be
acted upon at a stockholders’ meeting, which may discourage or deter a potential acquirer from conducting a solicitation of proxies
to elect the acquirer’s own slate of directors or otherwise attempting to obtain control of us.

These provisions may prohibit large stockholders, in particular those owning 15% or more of our outstanding voting stock, from merging or
combining with us for a certain period of time.

Our amended and restated certificate of incorporation designates the Court of Chancery of the State of Delaware and, to the extent
enforceable, the federal district courts of the U.S. as the exclusive forums for certain disputes between us and our stockholders,
which could limit our stockholders’ ability to choose the judicial forum for disputes with us or our directors, officers, or employees.

Our amended and restated certificate of incorporation provides that the Court of Chancery of the State of Delaware is, unless we consent
in writing to the selection of an alternative forum, the sole and exclusive forum for the following types of actions or proceedings under Delaware
statutory or common law: (1) any derivative action or proceeding brought on our behalf, (2) any action asserting a claim of breach of a fiduciary
duty or other wrongdoing by any of our directors, officers, employees, or agents to us or our stockholders, (3) any action asserting a claim
against us arising pursuant to any provision of the Delaware General Corporation Law, our amended and restated certificate of incorporation, or
our amended and restated bylaws, (4) any action to interpret, apply, enforce, or determine the validity of our amended and restated certificate of
incorporation or amended and restated bylaws, or (5) any action asserting a claim that is governed by the internal affairs

64



Table of Contents

doctrine (or, if the Court of Chancery does not have jurisdiction, the federal district court for the District of Delaware), in all cases subject to the
court having jurisdiction over indispensable parties named as defendants. This provision would not apply to lawsuits brought to enforce a duty or
liability created by the Securities Act, the Exchange Act, or any other claim for which the federal courts have exclusive jurisdiction.

In addition, to prevent having to litigate claims in multiple jurisdictions and the threat of inconsistent or contrary rulings by different courts,
among other considerations, our amended and restated certificate of incorporation will further provide that the U.S. federal district courts will be
the exclusive forum for resolving any complaint asserting a cause of action arising under the Securities Act. However, as Section 22 of the
Securities Act creates concurrent jurisdiction for federal and state courts over all lawsuits brought to enforce any duty or liability created by the
Securities Act, and an investor cannot waive compliance with the federal securities laws and the rules and regulations thereunder, there is
uncertainty as to whether a court would enforce such a provision. While the Delaware courts have determined that such choice of forum
provisions are facially valid, a stockholder may nevertheless seek to bring a claim in a venue other than those designated in the exclusive forum
provisions. In such instance, we would expect to vigorously assert the validity and enforceability of the exclusive forum provisions of our
amended and restated certificate of incorporation. This may require significant additional costs associated with resolving such action in other
jurisdictions and there can be no assurance that the provisions will be enforced by a court in those other jurisdictions.

These exclusive forum provisions may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable for disputes with
us or our directors, officers, or other employees, which may discourage lawsuits against us and our directors, officers, and other employees. If a
court were to find either exclusive forum provision in our amended and restated certificate of incorporation to be inapplicable or unenforceable in
an action, we may incur further significant additional costs associated with resolving the dispute in other jurisdictions, all of which could seriously
harm our business.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

Unregistered Sales of Equity Securities

None.

Issuer Purchases of Equity Securities.

None.

Items 3, 4, and 5 are not applicable and have been omitted.
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Item 6. Exhibits

EXHIBIT INDEX

Incorporated by Reference
Exhibit
Number Description of Exhibit Form File Number Exhibit Filing Date

3.1 Amended and Restated Certificate of Incorporation of the
Registrant 8-K 001-40396 3.1 May 24, 2021

3.2 Amended and Restated Bylaws of the Registrant 8-K 001-40396 3.2 May 24, 2021

31.1* Section 302 Certification of Principal Executive Officer

31.2* Section 302 Certification of Principal Financial Officer

32.1*# Section 906 Certification of Principal Executive Officer

32.2*# Section 906 Certification of Principal Financial Officer

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

101.SCH* Inline XBRL Taxonomy Extension Schema Document

101.CAL* Inline XBRL Taxonomy Extension Calculation Linkbase
Document

101.DEF* Inline XBRL Taxonomy Extension Definition Linkbase
Document

101.LAB* Inline XBRL Taxonomy Extension Label Linkbase Document

101.PRE* Inline XBRL Taxonomy Extension Presentation Linkbase
Document

104 Cover Page Interactive Data File (formatted as inline XBRL
and contained in Exhibit 101)

* Filed herewith.

# The certifications attached as Exhibit 32.1 and Exhibit 32.2 accompany this Quarterly Report on Form 10-Q pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, and shall not be deemed “filed” by
the Registrant for purposes of Section 18 of the Exchange Act, and are not to be incorporated by reference into any of the
Registrant’s filings under the Securities Act, irrespective of any general incorporation language contained in any such filing.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this Quarterly Report on
Form 10-Q to be signed on its behalf by the undersigned thereunto duly authorized.

Procore Technologies, Inc.

Date: May 5, 2023 By: /s/ Craig F. Courtemanche, Jr.
Craig F. Courtemanche, Jr.

President and Chief Executive Officer
(Principal Executive Officer)

Date: May 5, 2023 By: /s/ Paul E. Lyandres
Paul E. Lyandres

Chief Financial Officer and Treasurer
(Principal Financial Officer)
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Exhibit 31.1

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

OXLEY ACT OF 2002

I, Craig F. Courtemanche, Jr., certify that:

1. I have reviewed this Form 10-Q of Procore Technologies, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

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

Date: May 5, 2023
By: /s/ Craig F. Courtemanche, Jr.

Craig F. Courtemanche, Jr.
President and Chief Executive Officer



Exhibit 31.2

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

OXLEY ACT OF 2002

I, Paul E. Lyandres, certify that:

1. I have reviewed this Form 10-Q of Procore Technologies, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

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

Date: May 5, 2023
By: /s/ Paul E. Lyandres

Paul E. Lyandres
Chief Financial Officer



Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to the requirement set forth in Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, (the “Exchange Act”) and Section
1350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. §1350), Craig F. Courtemanche, Jr., President and Chief Executive Officer of
Procore Technologies, Inc. (the “Company”), hereby certifies that, to the best of his knowledge:

1. The Company’s Quarterly Report on Form 10-Q for the period ended March 31, 2023, to which this Certification is attached as Exhibit 32.1
(the “Quarterly Report”), fully complies with the requirements of Section 13(a) or Section 15(d) of the Exchange Act; and

2. The information contained in the Quarterly Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

Date: May 5, 2023
By: /s/ Craig F. Courtemanche, Jr.

Craig F. Courtemanche, Jr.
President and Chief Executive Officer

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not to
be incorporated by reference into any filing of Procore Technologies, Inc. under the Securities Act of 1933, as amended, or the Exchange Act
(whether made before or after the date of the Form 10-Q), irrespective of any general incorporation language contained in such filing.



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to the requirement set forth in Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, (the “Exchange Act”) and Section
1350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. §1350), Paul E. Lyandres, Chief Financial Officer of Procore Technologies,
Inc. (the “Company”), hereby certifies that, to the best of his knowledge:

1. The Company’s Quarterly Report on Form 10-Q for the period ended March 31, 2023, to which this Certification is attached as Exhibit 32.2
(the “Quarterly Report”), fully complies with the requirements of Section 13(a) or Section 15(d) of the Exchange Act; and

2. The information contained in the Quarterly Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

Date: May 5, 2023
By: /s/ Paul E. Lyandres

Paul E. Lyandres
Chief Financial Officer

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not to
be incorporated by reference into any filing of Procore Technologies, Inc. under the Securities Act of 1933, as amended, or the Exchange Act
(whether made before or after the date of the Form 10-Q), irrespective of any general incorporation language contained in such filing.


