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Special Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements that are based on our management's beliefs and assumptions and on
information currently available to our management. The statements and information contained in this Quarterly Report on Form 10-Q that are not purely
historical are forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, Section 274 of the Securities Act of 1933,
as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act. You can identify these statements
by words such as "anticipates," "believes," "can," "continue," "could," "estimates,” "expects," "intends," "may," "plans," "seeks," "potential," "predicts,”
"projects,” "should,” "will," "strategy," "future,” "likely," or "would" or the negative of these terms or similar expressions. These statements are not guarantees
of future performance or development and involve known and unknown risks, uncertainties and other factors that are in some cases beyond our control. All of
our forward-looking statements are subject to risks and uncertainties that may cause our actual results to differ materially from our expectations. Factors that

could cause or contribute to such differences include, but are not limited to, the following:

*  therisk of increased or new competition in our existing markets and as we enter new markets or new sections of existing markets, or as we offer new
solutions;

*  risks associated with the development of and changes to the market for our solutions compared to our expectations;
»  quarterly fluctuations in our operating results relative to our expectations and guidance and the accuracy of our forecasts;
*  therisks associated with anticipated higher operating expenses in 2022 and beyond;

* the impact that inflation, rising interest rates or a slowdown in the economy, financial markets and credit markets may have on End User usage of our
solutions and on our customers' prospects and our business sales cycles, our prospects' and customers' spending decisions, including for discretionary
aspects of our solutions, and timing of implementation decisions;

*  therisks and increased costs associated with managing growth and the challenges associated with improving operations and hiring, retaining and
motivating employees to support such growth, particularly in light of the macroeconomic impacts of the novel coronavirus disease, or COVID-19,
including increased employee turnover, labor shortages, wage inflation and extreme competition for talent;

»  therisk that the COVID-19 pandemic and the associated efforts to limit its spread continue to negatively impact or disrupt the markets for our
solutions and that the markets for our solutions do not return to normal or grow as anticipated;

»  risks associated with the general economic and geopolitical impacts of Russia's invasion of Ukraine, including the heightened risk of cyber-attacks on
financial services and other critical infrastructure, and continued or increased inflation partially driven by increased energy costs or other
unpredictable economic impacts that may negatively affect demand for our solutions;

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

*  therisk that errors, interruptions or delays in our solutions or Web hosting negatively impacts our business and sales;

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

*  the difficulties and risks associated with developing and selling complex new solutions and enhancements with the technical and regulatory
specifications and functionality required by our customers and relevant governmental authorities;

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

*  the risk that we will not be able to maintain historical contract terms such as pricing and duration;
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*  the general risks associated with the complexity of our customer arrangements and our solutions;

*  the risks associated with integrating acquired companies and successfully selling and maintaining their solutions;
»  litigation related to intellectual property and other matters and any related claims, negotiations and settlements;

*  therisks associated with further consolidation in the financial services industry;

»  risks associated with selling our solutions internationally and with our international operations;

*  therisk that our debt repayment obligations may adversely affect our financial condition and cash flows from operations in the future and that we may
not be able to obtain capital when desired or needed on favorable terms; and

*  such other risks and uncertainties described more fully in documents filed with or furnished to the Securities and Exchange Commission, of the SEC,
including the risk factors discussed in our Annual Report on Form 10-K for the year ended December 31, 2021, filed with the SEC on February 16,
2022.

Given these risks and uncertainties, you should not place undue reliance on these forward-looking statements. Also, forward-looking statements represent
our management's beliefs and assumptions only as of the date of this Quarterly Report on Form 10-Q. You should read this Quarterly Report on Form 10-Q
completely and with the understanding that our actual future results may be materially different from what we expect. We hereby qualify our forward-looking
statements by these cautionary statements. Except as required by law, we assume no obligation to update these forward-looking statements publicly, or to
update the reasons actual results could differ materially from those anticipated in these forward-looking statements, even if new information becomes available
in the future.
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Item 1. Financial Statements.

Assets
Current assets:
Cash and cash equivalents
Restricted cash
Investments
Accounts receivable, net
Contract assets, current portion, net
Prepaid expenses and other current assets
Deferred solution and other costs, current portion
Deferred implementation costs, current portion
Total current assets
Property and equipment, net
Right of use assets
Deferred solution and other costs, net of current portion
Deferred implementation costs, net of current portion
Intangible assets, net
Goodwill
Contract assets, net of current portion and allowance
Other long-term assets
Total assets
Liabilities and stockholders' equity
Current liabilities:
Accounts payable
Accrued liabilities
Accrued compensation
Convertible notes, current portion
Deferred revenues, current portion
Lease liabilities, current portion
Total current liabilities
Convertible notes, net of current portion
Deferred revenues, net of current portion
Lease liabilities, net of current portion
Other long-term liabilities
Total liabilities
Commitments and contingencies (Note 6)
Stockholders' equity:

Preferred stock: $0.0001 par value; 5,000 shares authorized, no shares issued or outstanding as of June 30, 2022 and December 31,
2021

Common stock: $0.0001 par value; 150,000 shares authorized, 57,313 issued and outstanding as of June 30, 2022 and 56,928 shares

issued and outstanding as of December 31, 2021
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total stockholders' equity
Total liabilities and stockholders' equity

PART I - FINANCIAL INFORMATION

Q2 HOLDINGS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except per share data)

June 30, 2022 December 31, 2021
(unaudited)
211,127 $ 322,848
2,965 2,973
188,222 104,878
46,065 46,979
3,217 1,845
13,744 10,531
23,551 25,076
7,316 7,320
496,207 522,450
62,572 66,608
48,735 52,278
27,568 26,930
18,221 17,039
150,897 162,461
512,869 512,869
24,661 22,103
1,966 2,307
1,343,696 $ 1,385,045
12,850 $ 10,597
14,701 18,343
16,723 31,725
10,871 —
95,816 98,692
9,330 9,001
160,291 168,358
656,469 551,598
24,327 29,168
56,646 61,374
5,024 4,251
902,757 814,749
6 6
943,607 1,064,358
(2,566) (135)
(500,108) (493,933)
440,939 570,296
1,343,696 $ 1,385,045

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Q2 HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(unaudited)
(in thousands, except per share data)

Three Months Ended June 30,

Six Months Ended June 30,

2022 2021 2022 2021
Revenues $ 140,309 $ 123,573  $ 274380 $ 240,093
Cost of revenues 77,421 68,233 151,093 131,552
Gross profit 62,888 55,340 123,287 108,541
Operating expenses:
Sales and marketing 26,477 20,587 51,743 40,403
Research and development 31,832 29,429 62,963 56,224
General and administrative 23,285 18,704 43,853 37,538
Acquisition related costs 527 1,188 530 2,038
Amortization of acquired intangibles 4,422 4,563 8,844 8,982
Unoccupied lease charges 129 812 537 812
Total operating expenses 86,672 75,283 168,470 145,997
Loss from operations (23,784) (19,943) (45,183) (37,456)
Other income (expense):
Interest and other income 564 212 1,479 391
Interest and other expense (1,662) (8,705) (3,373) (16,891)
Loss on extinguishment of debt — (1,513) — (1,513)
Total other income (expense), net (1,098) (10,006) (1,894) (18,013)
Loss before income taxes (24,882) (29,949) (47,077) (55,469)
Provision for income taxes (340) (178) (1,704) (313)
Net loss $ (25,222) $ (30,127)  $ (48,781) $ (55,782)
Other comprehensive gain (loss):
Unrealized gain (loss) on available-for-sale investments (544) (14) (1,617) 5
Foreign currency translation adjustment (724) (37) (814) (35)
Comprehensive loss $ (26,490)  § (30,178) ' § (51,212) § (55,812)
Net loss per common share, basic and diluted $ 044) 8 0.53) § 0.85) § (0.99)
Weighted average common shares outstanding:
Basic and diluted 57,234 56,360 57,125 56,081

The accompanying notes are an integral part of these condensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

Total stockholders' equity, beginning balances

Common stock and additional paid-in capital:
Beginning balances

Stock-based compensation expense
Exercise of stock options
Issuance of common stock under ESPP
Shares acquired to settle the exercise of stock options
Cumulative effect of the adoption of new accounting standard
Equity component of early extinguishment of convertible notes
Settlement of convertible note hedges
Settlement of warrants

Ending balances

Accumulated deficit:
Beginning balances
Cumulative effect of the adoption of new accounting standard
Net loss
Ending balances

Accumulated other comprehensive income (loss):
Beginning balances
Other comprehensive income (loss)
Ending balances

Total stockholders' equity, ending balances

Common stock (in shares):
Beginning balances
Shares acquired to settle the exercise of stock options
Exercise of stock options
Issuance of common stock under ESPP
Shares issued for the vesting of restricted stock awards

Ending balances

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

Q2 HOLDINGS INC.

(unaudited)
(in thousands)

Three Months Ended June 30,

Six Months Ended June 30,

2022 2021 2022 2021
$ 446,187 S 632,974 $ 570296 S 643,364
922,371 1,039,827 1,064,364 1,024,583

18,570 13,929 33,425 27,392

125 2,663 256 4,565

2,547 — 2,547 —

— (79) — (200)

— — (156,979) —

— (28,454) — (28,454)

= 26,295 = 26,295

— (19,655) — (19,655)

943,613 1,034,526 943,613 1,034,526

(474,886) (406,842) (493,933) (381,187)

— — 42,606 —

(25,222) (30,127) (48,781) (55,782)

(500,108) (436,969) (500,108) (436,969)

(1,298) (11) (135) (32)

(1,268) (51 (2,431) (30)

(2,566) (62) (2,566) (62)

$ 440,939 S 597,495 $ 440,939 $ 597,495
57,200 56,280 56,928 55,562

— ()] — ()

5 94 12 209

57 — 57 —

51 91 316 695

57313 56,464 57,313 56,464
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Q2 HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)
(in thousands)

Six Months Ended June 30,

2022 2021

Cash flows from operating activities:
Net loss $ (48,781) $ (55,782)
Adjustments to reconcile net loss to net cash from operating activities:

Amortization of deferred implementation, solution and other costs 11,091 11,614
Depreciation and amortization 29,946 26,498
Amortization of debt issuance costs 1,367 1,045
Amortization of debt discount — 13,054
Amortization of premiums on investments 577 458
Stock-based compensation expense 33,425 27,392
Realized gain (loss) on sale of marketable securities 17 —
Deferred income taxes 857 72
Allowance for credit losses 144 (19)
Allowance for sales credits 51 59
Loss on disposal of long-lived assets 134 369
Loss on extinguishment of debt — 1,513
Unoccupied lease charges 537 812
Changes in operating assets and liabilities:
Accounts receivable, net 721 (1,810)
Prepaid expenses and other current assets (3,352) 1,640
Deferred solution and other costs 4,877) (10,623)
Deferred implementation costs (6,841) (6,829)
Contract assets, net (3,930) (2,640)
Other long-term assets 3,807 3,521
Accounts payable 2,043 2,790
Accrued liabilities (18,041) (4,045)
Deferred revenues (7,718) 1,782
Deferred rent and other long-term liabilities (5,572) (4,862)
Net cash provided by (used in) operating activities (14,395) 6,009
Cash flows from investing activities:
Purchases of investments (141,679) (53,566)
Maturities of investments 56,124 91,124
Purchases of property and equipment (5,097) (14,379)
Business combinations, net of cash acquired — (64,652)
Capitalized software development costs (9,485) (2,307)
Net cash used in investing activities (100,137) (43,780)
Cash flows from financing activities:
Payments for repurchases of convertible notes — (63,692)
Proceeds from bond hedges related to convertible notes — 26,295
Payments for warrants related to convertible notes — (19,655)
Proceeds from exercise of stock options and ESPP 2,803 4,565
Net cash provided by (used in) financing activities 2,803 (52,487)
Net decrease in cash, cash equivalents, and restricted cash (111,729) (90,258)
Cash, cash equivalents, and restricted cash, beginning of period 325,821 411,185
Cash, cash equivalents, and restricted cash, end of period $ 214,092 $ 320,927
Supplemental disclosures of cash flow information:
Cash paid for taxes, net of refund $ 42 8 577
Cash paid for interest $ 1,446 § 1,658
Supplemental disclosure of non-cash investing and financing activities:
Shares acquired to settle the exercise of stock options $ — 8 (200)
Property and equipment acquired and included in accounts payable and accrued liabilities $ 2,898 § 842
Property and equipment acquired through tenant improvement allowance $ — 8 8,193
Data center assets acquired under deferred payment arrangements or financing arrangements $ — 8 449

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

1. Organization and Description of Business

Q2 Holdings, Inc. and its wholly-owned subsidiaries, collectively the Company, is a leading provider of secure, cloud-based digital solutions that
transform the ways in which traditional and emerging financial services providers engage with account holders and end users, or End Users. The Company sells
its solutions to financial institutions, alternative finance companies, and financial technology companies. The Company's solutions enable customers to deliver
robust suites of digital banking, lending, and banking-as-a-service, or Baas, services that make it possible for account holders and End Users to transact and
engage anytime, anywhere and on any device. The Company delivers its solutions to the substantial majority of its customers using a software-as-a-service, or
SaaS, model under which its customers pay subscription fees for the use of the Company's solutions. The Company was incorporated in Delaware in March
2005 and is a holding company that owns 100% of the outstanding capital stock of Q2 Software, Inc. The Company's headquarters are located in Austin, Texas.

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

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

In the Company's opinion, the accompanying interim unaudited condensed consolidated financial statements have been prepared on the same basis as the
audited consolidated financial statements and include all adjustments, consisting of normal, recurring adjustments, necessary for a fair presentation. Certain
information and disclosures normally included in the notes to the annual consolidated financial statements prepared in accordance with GAAP have been
omitted from these interim unaudited condensed consolidated financial statements pursuant to the rules and regulations of the SEC. Accordingly, these interim
unaudited condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and the accompanying notes
for the fiscal year ended December 31, 2021, which are included in the Company's Annual Report on Form 10-K, filed with the SEC on February 16, 2022. The
results of operations for the three and six months ended June 30, 2022 are not necessarily indicative of the results to be expected for the year ending December
31, 2022 or for any other period.

Use of Estimates

The preparation of the accompanying interim unaudited condensed consolidated financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the interim
unaudited condensed consolidated financial statements, and the reported amounts of revenues and expenses. Significant items subject to such estimates include:
revenue recognition including determining the nature and timing of satisfaction of performance obligations, variable consideration, standalone selling price,
and other revenue items requiring significant judgment; estimate of credit losses; stock-based compensation; the carrying value of goodwill; the fair value of
acquired intangibles; the capitalization of software development costs; the useful lives of property and equipment and long-lived intangible assets; fair value of
the conversion features of convertible notes; and, income taxes. In accordance with GAAP, management bases its estimates on historical experience and on
various other assumptions that management believes are reasonable under the circumstances. Management regularly evaluates its estimates and assumptions
using historical experience and other factors; however, actual results could differ significantly from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investments acquired with an original maturity of ninety days or less at the date of purchase to be cash
equivalents. Cash equivalents are stated at cost or fair value based on the underlying security.

Restricted Cash

Restricted cash consists of deposits held as collateral for the Company's secured letters of credit or bank guarantees issued in place of security deposits for
the Company's corporate headquarters and various other leases.
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

Investments

Investments typically include U.S. government securities, corporate bonds, commercial paper, certificates of deposit, money market funds and other
equity investments. All debt investments are considered available for sale and are carried at fair value. Equity investments without a readily determinable fair
value, where the Company has no influence over the operating and financial policies of the investee, are recorded at cost, less impairment and adjusted for
subsequent observable price changes obtained from orderly transactions for identical or similar investments issued by the same investee. Adjustments resulting
from impairment, fair value, or observable price changes are accounted for in the condensed consolidated statements of comprehensive loss.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist of cash and cash equivalents, restricted cash,
investments, accounts receivable and contract assets. The Company's cash and cash equivalents, restricted cash and investments are placed with high credit
quality financial institutions and issuers, and at times may exceed federally-insured limits. The Company has not experienced any loss relating to cash and cash
equivalents or restricted cash in these accounts. The Company provides credit, in the normal course of business, to a majority of its customers. The Company
performs periodic credit evaluations of its customers' financial condition and generally does not require collateral. No individual customer accounted for 10%
or more of revenues for each of the three and six months ended June 30, 2022 and 2021. No customers accounted for 10% or more of accounts receivable, net,
as of June 30, 2022 and a single customer accounted for 14% of accounts receivable, net as of December 31, 2021.

Contract Balances

The timing of revenue recognition, billings and cash collections can result in billed accounts receivable, unbilled receivables, contract assets, and deferred
revenues or contract liabilities. Billings scheduled to occur after the performance obligation has been satisfied and revenue recognition has occurred result in
contract assets. Contract assets that are expected to be billed during the succeeding twelve-month period are recorded in contract assets, current portion, and the
remaining portion is recorded in contract assets, net of current portion on the accompanying condensed consolidated balance sheets at the end of each reporting
period. A contract liability results when the Company receives prepayments or deposits from customers in advance for implementation, maintenance and other
services, as well as initial subscription fees. Customer prepayments are generally applied against invoices issued to customers when services are performed and
billed. The Company recognizes contract liabilities as revenues when the services are performed, and the corresponding revenue recognition criteria are met.
Contract liabilities that are expected to be recognized as revenues during the succeeding twelve-month period are recorded in deferred revenues, current
portion, and the remaining portion is recorded in deferred revenues, net of current portion, on the accompanying condensed consolidated balance sheets at the
end of each reporting period.

The Company is exposed to credit losses primarily through sales of products and services. The Company assesses the collectability of outstanding
contract assets on an ongoing basis and maintains a reserve which is included in the allowance for credit losses for contract assets deemed uncollectible. The
Company analyzes the contract asset portfolio for significant risks by considering historical collection experience and forecasting future collectability to
determine the amount of revenues that will ultimately be collected from its customers. Customer type (whether a customer is a financial institution or other
digital solution provider) has been identified as the primary specific risk affecting the Company's contract assets, and the estimate for losses is analyzed
quarterly and adjusted as necessary. Future collectability is contingent upon current and anticipated macroeconomic conditions that could impact the
Company's customers such as unemployment, inflation and regulatory matters. Additionally, specific allowance amounts may be established to record the
appropriate provision for customers that have a higher probability of default. The Company has provisioned $0.2 million and $0.02 million in expected losses
for the six months ended June 30, 2022 and 2021, respectively, of which $0.4 million and zero has been written off and charged against the allowance at
June 30, 2022 and 2021, respectively. The allowance for credit losses related to contract assets was $0.2 million and $0.3 million as of June 30, 2022 and
December 31, 2021, respectively.
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

Accounts Receivable

Accounts receivable are stated at net realizable value, including both billed and unbilled receivables to customers. Unbilled receivable balances arise
primarily when the Company provides services in advance of billing for those services. Generally, billing for revenues related to the number of End Users and
the number of transactions processed by the customers' End Users that are included in the customers' minimum subscription fee occurs in the month the
revenue is recognized, resulting in accounts receivable. Billing for revenues relating to the number of End Users and the number of transactions processed by
the End Users that are in excess of the customers' minimum subscription fees are, generally, billed in the month following the month the revenues were earned,
resulting in an unbilled receivable. Unbilled receivables of $5.7 million and $4.8 million were included in the accounts receivable balance as of June 30, 2022
and December 31, 2021, respectively.

The Company assesses the collectability of outstanding accounts receivable on an ongoing basis and maintains an allowance for credit losses for accounts
receivable deemed uncollectible. The Company analyzes the accounts receivable portfolio for significant risks and considers prior periods and forecasts future
collectability to determine the amount of revenues that will ultimately be collected from its customers. This estimate is analyzed quarterly and adjusted as
necessary. Identified risks pertaining to the Company's accounts receivable include the delinquency level and customer type. Future collectability is contingent
upon current and anticipated macroeconomic conditions that could impact the Company's customers such as unemployment, inflation and regulation matters.
Due to the short-term nature of such receivables, the estimate of the amount of accounts receivable that may not be collected is based on aging of the accounts
receivable balances and the financial condition of customers. Historically, the Company's collection experience has not varied significantly, and bad debt
expenses have been insignificant. The Company has provisioned $0.5 million and $0.1 million for expected losses for the six months ended June 30, 2022 and
2021, respectively, and $0.4 million and $0.2 million has been written off and charged against the allowance as of June 30, 2022 and 2021, respectively. The
allowance for credit losses related to accounts receivable was $0.7 million and $0.5 million as of June 30, 2022 and December 31, 2021, respectively.

The Company maintains reserves for estimated sales credits issued to customers for billing disputes or other service-related reasons. These allowances are
recorded as a reduction against current period revenues and accounts receivable. In estimating this allowance, the Company analyzes prior periods to determine
the amounts of sales credits issued to customers compared to the revenues in the period that related to the original customer invoice. This estimate is analyzed
semi-annually and adjusted as necessary. The Company also maintains specific reserves for anticipated contract concessions. The allowance for sales credits
and specific reserves was $1.8 million and $1.9 million as of June 30, 2022 and December 31, 2021, respectively.

Deferred Revenues

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

The net decrease in the deferred revenue balance for the six months ended June 30, 2022 was primarily driven by the recognition of $206.2 million of
revenue recognized from current year invoices and $68.1 million of revenue that was included in the deferred revenue balance as of December 31, 2021,
partially offset by cash payments received or due in advance of satisfying the Company's performance obligations of $262.7 million for current year invoices
and $3.8 million from the netting of contract assets and liabilities on a contract-by-contract basis. Amounts recognized from deferred revenues represent
primarily revenue from the sale of subscription and implementation services.

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

On June 30, 2022, the Company had $1.37 billion of remaining performance obligations, which represents contracted revenue minimums that have not
yet been recognized, including amounts that will be invoiced and recognized as revenue in future periods. The Company expects to recognize
approximately 49% of its remaining performance obligations as revenue in the next 24 months, an additional 40% in the next 25 to 48 months, and the balance
thereafter.

11
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(in thousands, except per share amounts and unless otherwise indicated)

Deferred Implementation Costs

The Company capitalizes certain personnel and other costs, such as employee salaries, stock-based compensation, benefits and the associated payroll
taxes that are direct and incremental to the implementation of its solutions. The Company analyzes implementation costs that may be capitalized to assess their
recoverability, and only capitalizes costs that it anticipates being recoverable through the terms of the associated contract. The Company begins amortizing the
deferred implementation costs for an implementation to cost of revenues once the revenue recognition criteria have been met, and the Company amortizes
those deferred implementation costs ratably over the expected period of customer benefit. The Company has determined this period to be the estimated life of
the technology for new contracts, which is estimated to be five to seven years, and over the term of the agreement for other contracts. The Company determined
the period of benefit by considering factors such as historically high renewal rates with similar customers and contracts, initial contract length, an expectation
that there will still be a demand for the product at the end of its term, and the significant costs to switch to a competitor's product, all of which are governed by
the estimated useful life of the technology. The Company monitors deferred implementation costs for impairment and records impairment when customers
terminate or allow services to lapse, due to contract modifications, and/or from other assessments as needed. Any impairment losses identified are recognized
in the form of an expense acceleration with the applicable amount recorded to deferred implementation costs, current portion and/or deferred implementation
costs, net of current portion on the consolidated balance sheet and in cost of revenues in the consolidated statements of comprehensive loss.

The portion of deferred implementation costs expected to be amortized during the succeeding twelve-month period is recorded in current assets as
deferred implementation costs, current portion, and the remainder is recorded in long-term assets as deferred implementation costs, net of current portion on the
condensed consolidated balance sheets. The Company capitalized implementation costs in the amount of $3.5 million and $3.4 million during the three months
ended June 30, 2022 and 2021, respectively, and recognized $2.9 million and $2.4 million of amortization during the three months ended June 30, 2022 and
2021, respectively. The Company capitalized implementation costs in the amount of $6.8 million during each of the six months ended June 30, 2022 and 2021
and recognized $5.7 million and $5.2 million of amortization during the six months ended June 30, 2022 and 2021, respectively. Amortization expense is
included in cost of revenues in the accompanying condensed consolidated statements of comprehensive loss.

Deferred Solution and Other Costs

The Company capitalizes sales commissions and other third-party costs such as third-party licenses and maintenance related to its customer agreements.
The Company capitalizes sales commissions because the commission expenses are considered incremental and recoverable costs of obtaining a contract with a
customer. The Company capitalizes commissions and bonuses for those involved in the sale, including direct employees and team members which are
incremental to the sale and their associated management, as these are incremental to the sale. Substantially all commissions are paid in a single payment once
the contract has been executed and the initial deposit has been received from the customer. The Company begins amortizing deferred solution and other costs
for a particular customer agreement once the revenue recognition criteria are met and amortizes those deferred costs over the expected period of customer
benefit. The Company has determined this period to be the estimated life of the technology for new contracts, which is estimated to be five to seven years, and
over the term of the agreement for other contracts. The Company determined the period of benefit by considering factors such as historically high renewal rates
with similar customers and contracts, initial contract length, an expectation that there will still be a demand for the product at the end of its term, and the
significant costs to switch to a competitor's product, all of which are governed by the estimated useful life of the technology.

The Company analyzes capitalized solution and other costs to assess their recoverability. The portion of capitalized costs expected to be amortized during
the succeeding twelve-month period is recorded in current assets as deferred solution and other costs, current portion, and the remainder is recorded in long-
term assets as deferred solution and other costs, net of current portion. The Company capitalized $3.6 million and $3.2 million in deferred commissions costs
during the three months ended June 30, 2022 and 2021, respectively, and recognized $2.5 million and $3.1 million of amortization during the three months
ended June 30, 2022 and 2021, respectively. The Company capitalized $8.0 million and $6.3 million during the six months ended June 30, 2022 and 2021,
respectively, and recognized $5.4 million and $6.4 million of amortization during the six months ended June 30, 2022 and 2021, respectively. Amortization
expense is included in sales and marketing expenses in the accompanying condensed consolidated statements of comprehensive loss.
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Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortization. Depreciation is calculated on a straight-line basis over the
estimated useful lives of the related assets. Leasehold improvements are amortized over the shorter of the lease term or the estimated useful lives of the related
assets. Maintenance and repairs that do not extend the life of or improve an asset are expensed in the period incurred.

The estimated useful lives of property and equipment are as follows:

Computer hardware and equipment 3 - 5 years

Purchased software and licenses 3 - 5years

Furniture and fixtures 7 years

Leasehold improvements Lesser of estimated useful life or lease term

Purchase Price Allocation, Intangible Assets, and Goodwill

The purchase price allocation for business combinations and asset acquisitions requires extensive use of accounting estimates and judgments to allocate
the purchase price to the identifiable tangible and intangible assets acquired and liabilities assumed based on their respective fair values. The Company
determines whether substantially all the fair value of the gross assets acquired is concentrated in a single identifiable asset or a group of similar identifiable
assets. If this threshold is met, the single asset or group of assets, as applicable, is not a business. If it is not met, the Company determines whether the single
asset or group of assets, as applicable, meets the definition of a business.

In connection with the Company's business combinations, the Company recorded certain intangible assets, including acquired technology, customer
relationships, trademarks, and non-compete agreements. Amounts allocated to the acquired intangible assets are amortized on a straight-line basis over the
estimated useful lives. The Company periodically reviews the estimated useful lives and fair values of its identifiable intangible assets, taking into
consideration any events or circumstances which might result in a diminished fair value or revised useful life.

The excess purchase price over the fair value of assets acquired is recorded as goodwill. The Company tests goodwill for impairment annually in October,
or whenever events or changes in circumstances indicate an impairment may have occurred. Because the Company operates as a single reporting unit, the
impairment test is performed at the consolidated entity level by comparing the estimated fair value of the Company to the carrying value of the Company. The
Company estimates the fair value of the reporting unit using a "step one" analysis using a fair-value-based approach based on the market capitalization or a
discounted cash flow analysis of projected future results to determine if it is more likely than not that the fair value of a reporting unit is less than its carrying
amount. Determining the fair value of goodwill is subjective in nature and often involves the use of estimates and assumptions including, without limitation,
use of estimates of future prices and volumes for the Company's products, capital needs, economic trends and other factors which are inherently difficult to
forecast. If actual results, or the plans and estimates used in future impairment analyses are lower than the original estimates used to assess the recoverability of
these assets, the Company could incur impairment charges in a future period.

Revenues

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

Revenue-generating activities are directly related to the sale, implementation and support of the Company's solutions within a single operating segment.
The Company derives the majority of its revenues from subscription fees for the use of its solutions hosted in either the Company's data centers or cloud-based
hosting services, transactional revenue from bill-pay solutions and revenues for customer support and implementation services related to the Company's
solutions.
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The following table disaggregates the Company's revenue by major source:

Three Months Ended June 30, Six Months Ended June 30,

2022 2021 2022 2021
Subscription $ 100,782 § 89,150 $ 197,366 $ 174,221
Transactional 17,735 17,710 34,784 33,993
Services and Other 21,792 16,713 42,230 31,879
Total Revenues $ 140,309 §$ 123,573 § 274,380 $ 240,093

Subscription Revenues

The Company's software solutions are available for use as hosted application arrangements under subscription fee agreements without licensing rights to
the software. Subscription fees from these applications, including contractual periodic price increases, are recognized over time on a ratable basis over the
customer agreement term beginning on the date the Company's solution is made available to the customer. Amounts that have been invoiced are recorded in
accounts receivable and deferred revenues or revenues, depending on whether the revenue recognition criteria have been met. Periodic price increases are
estimated at contract inception where appropriate and result in contract assets as revenue recognition may exceed the amount billed early in the contract.
Additional fees for monthly usage above the levels included in the standard subscription fee are recognized as revenue in the month when the usage amounts
are determined and reported.

A small portion of the Company's customers host and manage the Company's solutions on-premises or in third-party data centers under term license and
maintenance agreements. Term licenses sold with maintenance entitle the customer to technical support, upgrades and updates to the software on a when-and-
if-available basis. The Company recognizes software license revenue once the customer obtains control of the license, which generally occurs at the start of
each license term. The Company recognizes the remaining arrangement consideration for maintenance revenue over time on a ratable basis over the term of the
software license. Revenues from term licenses and maintenance agreements were not significant in the periods presented.

Transactional Revenues

The Company generates the majority of its transactional revenues based on the number of bill-pay transactions that End Users initiate on its digital
banking platform. The Company also generates a smaller portion of its transactional revenues from fees generated when End Users utilize debit cards
integrated with its Q2 CorePro API or Q2 Biller Direct products. The Company recognizes revenue for bill-pay transaction services in the month incurred
based on actual or estimated transactions.

Services and Other Revenues

Implementation services are required for new digital banking and lending platform and other standalone contracts, and there is a significant level of
integration and configuration for each customer. The Company's revenue for upfront implementation services is billed upfront and generally recognized over
time on a ratable basis over the customer agreement term for its hosted application agreements. Upfront implementation services for on-premises agreements
are recognized at commencement date. Under certain circumstances, the Company partners with third-party professional system integrators to support the
installation and configuration process for certain products, and therefore, the Company has determined that these services qualify as a separate performance
obligation in certain markets and geographies, and the implementation services for these agreements are recognized over time as services are performed.

Professional services revenues, which primarily consist of training, advisory services, core conversion services, web design, and other general
professional services, are generally billed and recognized when delivered. Premier Services revenue is generated from select established customer relationships
where the Company has engaged with the customer for more tailored, premium professional services, or Premier Services, resulting in a deeper and ongoing
level of engagement with them. Other also includes certain debit card related pass-through fees that are not directly tied to card utilization.

Certain out-of-pocket expenses billed to customers are recorded as revenues rather than an offset to the related expense.
Significant Judgments
Performance Obligations and Standalone Selling Price

A performance obligation is a promise in a contract to transfer a distinct good or service to the customer and is the unit of accounting. Determining
whether products and services are considered distinct performance obligations that should be accounted for separately versus together may require significant
judgment. The Company has contracts with customers that
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often include multiple performance obligations, usually including multiple subscription and implementation services. For these contracts, the Company
accounts for individual performance obligations that are separately identifiable by allocating the contract's total transaction price to each performance
obligation in an amount based on the relative standalone selling price, or SSP, of each distinct good or service in the contract. In determining whether
implementation services are distinct from subscription services, the Company considered various factors including the significant level of integration,
interdependency, and interrelation between the implementation and subscription service, as well as the inability of the customer's personnel or other service
providers to perform significant portions of the services. The Company has concluded that the implementation services included in contracts with multiple
performance obligations across the majority of its markets and product offerings are not distinct and, as a result, the Company defers any arrangement fees for
implementation services and recognizes such amounts over time on a ratable basis as one performance obligation with the underlying subscription revenue for
the initial agreement term of the hosted application agreements. The Company has concluded that for certain aspects of its lending platform the implementation
services included in contracts with multiple performance obligations are distinct and, as a result, the Company recognizes implementation fees on such
arrangements over time as services are performed.

The majority of the Company's revenue recognized at a particular point in time is for usage revenue, on-premise software licenses and certain
professional services. These services are recognized at the point in time in which the customer obtains control of the asset, which is generally upon completion
of the service or the point the customer obtained control of the software.

Judgment is required to determine the SSP for each distinct performance obligation. A contract's transaction price is allocated to each distinct
performance obligation and recognized as revenue when, or as, the performance obligation is satisfied. The primary method used to estimate SSP is the
adjusted market assessment approach, which considers the Company's overall pricing objectives, market conditions and other factors, including the value of the
Company's contracts, its discounting practices, the size and volume of its transactions, customer characteristics, price lists, go-to-market strategy, historical
standalone sales and agreement prices, and the number and types of users within its contracts.

Variable Consideration

The Company recognizes usage revenue related to bill-pay transactions that End Users initiate on its digital banking platform and interchange fees that
End Users generate using the Company's solutions. Judgment is required to determine the accounting for these types of revenue. The Company considers
various factors including the degree to which usage is interdependent or interrelated to past services, costs to the Company per user over the contract, and
contractual price per user changes and their relationship to market terms, forecasted data, and the Company's cost to fulfill the obligation. The Company has
concluded that its usage revenue relates specifically to the transfer of the service to the customer and is consistent with the allocation objective of Topic 606
when considering all of the performance obligations and payment terms in the contract. Therefore, the Company recognizes usage revenue on a monthly or
quarterly basis in accordance with the agreement, as determined and reported. This allocation reflects the amount the Company expects to receive for the
services for the given period.

The Company sometimes provides credits or incentives to its customers. Known and estimable credits and incentives represent a form of variable
consideration, which are estimated at contract inception and generally result in reductions to revenues recognized for a particular contract. These estimates are
updated at the end of each reporting period as additional information becomes available. The Company believes that there will not be significant changes to its
estimates of variable consideration as of June 30, 2022.

Other Considerations

The Company evaluates whether it is the principal (i.e., reports revenues on a gross basis) or agent (i.e., reports revenues on a net basis) with respect to
the vendor reseller agreements pursuant to which the Company resells certain third-party solutions along with the Company's solutions. Generally, the
Company reports revenues from these types of contracts on a gross basis, meaning the amounts billed to customers are recorded as revenues, and expenses
incurred are recorded as cost of revenues. Where the Company is the principal, it first obtains control of the inputs to the specific good or service and directs
their use to create the combined output. The Company's control is evidenced by its involvement in the integration of the good or service on its platform before
it is transferred to its customers and is further supported by the Company being primarily responsible to its customers and having a level of discretion in
establishing pricing. Revenues provided from agreements in which the Company is an agent are insignificant.
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Cost of Revenues

Cost of revenues are comprised primarily of salaries and other personnel-related costs, including employee benefits, bonuses and stock-based
compensation, for employees providing services to the Company's customers. This includes the costs of the Company's personnel performing implementation,
customer support, data center and customer training activities. Cost of revenues also includes the direct costs of bill-pay and other third-party intellectual
property included in the Company's solutions, the amortization of deferred solution and services costs, the amortization of capitalized software development
costs, co-location facility costs and depreciation of the Company's data center assets, debit card related pass-through fees, cloud-based hosting services, an
allocation of general overhead costs and referral fees. Direct costs of third-party intellectual property include amounts paid for third-party licenses and related
maintenance that are incorporated into the Company's software and the amortization of acquired technology from the Company's recent acquisitions, with the
costs amortized to cost of revenues over the useful lives of the purchased assets.

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

Software Development Costs

During the application development stage, the Company capitalizes certain development costs associated with internal use software and the Company's
SaaS platform. Software development costs include salaries and other personnel-related costs for those employees who are directly associated with and who
devote time to developing the Company's software solutions, including employee benefits, stock-based compensation and bonuses attributed to programmers,
software engineers, quality control teams and third-party development costs. Capitalized software development costs are computed on an individual product
basis. The Company also capitalizes certain costs related to specific upgrades and enhancements when it is probable the expenditures will result in additional
features and functionality. Capitalization ceases for products, upgrades and enhancements when released or made available. Internal-use software is amortized
to cost of revenues over the products' estimated economic lives, which are expected to be three to five years. The costs related to software development are
included in intangible assets, net on the condensed consolidated balance sheets. Costs incurred in the preliminary stages of development and maintenance costs
are expensed as incurred.

The Company capitalized software development costs in the amount of $5.2 million and $1.5 million during the three months ended June 30, 2022 and
2021, respectively, and $9.5 million and $2.3 million during the six months ended June 30, 2022 and 2021, respectively. The Company recognized $0.6 million
and $0.3 million of amortization for the three months ended June 30, 2022 and 2021, respectively, and $1.0 million and $0.5 million of amortization for the six
months ended June 30, 2022 and 2021, respectively.

Research and Development Costs

Research and development costs include salaries and other personnel-related costs, including employee benefits, bonuses and stock-based compensation,
third-party contractor expenses, third-party consultants, software development tools, an allocation of facilities and depreciation expenses and other related
expenses incurred in developing new solutions and upgrading and enhancing existing solutions.

Certain research and development costs that are related to the Company's software development, which include salaries and other personnel-related costs,
including employee benefits, stock-based compensation expense and bonuses attributed to programmers, software engineers and quality control teams working
on the Company's software solutions, are capitalized and are included in intangible assets, net on the condensed consolidated balance sheets.

Advertising

All advertising costs of the Company are generally expensed the first time the advertising takes place. Advertising costs were $1.0 million and $0.5
million for the three months ended June 30, 2022 and 2021, respectively, and $2.2 million and $0.6 million for the six months ended June 30, 2022 and 2021,
respectively. The Company entered into a long-term stadium sponsorship agreement in 2020, and beginning in the second quarter of 2021, payments under this
arrangement are deferred and expensed as advertising costs on a straight-line basis over the term of the arrangement.
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Sales Tax

The Company presents sales taxes and other taxes collected from customers and remitted to governmental authorities on a net basis and, as such, excludes
them from revenues.

Comprehensive Loss

Comprehensive loss includes net loss as well as other changes in stockholders' equity that result from transactions and economic events other than those
with stockholders. Other comprehensive loss consists of net loss, unrealized gains and losses on available-for-sale investments, and foreign currency translation
adjustments.

Stock-Based Compensation

Stock options, restricted stock units, and market stock units awarded to employees, directors, and consultants are measured at fair value at each grant
date. The Company does not use a forfeiture rate to recognize compensation expense. Generally, options vest 25% on the one-year anniversary of the grant date
with the balance vesting monthly over the following 36 months, and restricted stock unit awards vest in four annual installments of 25% each. Market stock
units are performance-based awards that vest based on the Company's stockholder return relative to the total stockholder return of the Russell 2000 Index, or
Index. Market stock units granted prior to fiscal 2021 vest over a three-year period on the anniversary of the date of grant, generally with anywhere from zero
to up to one-third of the target shares of the Company's common stock subject to each market stock unit award eligible to be earned after the first and second
years and anywhere from zero to up to 200% of the full target number of shares subject to each market stock unit award eligible to be earned after the
completion of the three-year performance period (less any shares earned for years one and two) based on the average price of the Company's common stock
relative to the Index during the performance period. Beginning in March 2021, newly granted market stock units vest over a two-year and three-year period,
each running from approximately the date of grant, with anywhere from zero to up to one-third of the target shares of the Company's common stock subject to
each market stock unit award eligible to be earned after completion of the two-year performance period and anywhere from zero to up to 200% of the full target
number of shares subject to each market stock unit award eligible to be earned after the completion of the three-year performance period (less any shares
carned for the two-year performance period) based on the average price of the Company's common stock relative to the Index during the performance period.
From time to time, the Company may make grants of restricted stock units or market stock units with vesting formulas that vary from those described above.

The Company values stock options using the Black-Scholes option-pricing model, which requires the input of subjective assumptions, including the risk-
free interest rate, expected life, expected stock price volatility and dividend yield. The risk-free interest rate assumption is based upon observed interest rates
for constant maturity U.S. Treasury securities consistent with the expected term of the Company's employee stock options. The expected life represents the
time the stock options are expected to be outstanding and is based on the simplified method. Under the simplified method, the expected life of an option is
presumed to be the mid-point between the vesting date and end of the contractual term. The Company used the simplified method due to the lack of sufficient
historical exercise data to provide a reasonable basis upon which to otherwise estimate the expected life of the stock options. Expected volatility is based on
historical volatilities for publicly traded stock of comparable companies over the estimated expected life of the stock options. The Company assumes no
dividend yield because it does not expect to pay dividends in the near future, which is consistent with the Company's history of not paying dividends. The
Company recognizes compensation expense ratably over the requisite service period of the stock option award.

The Company values restricted stock units at the closing market price on the date of grant and recognizes compensation expense ratably over the requisite
service period of the restricted stock unit award.

The Company estimates the fair value of market stock units on the date of grant using a Monte Carlo simulation model. The determination of fair value of
the market stock units is affected by the Company's stock price and a number of assumptions including the expected volatility and the risk-free interest rate.
The Company's expected volatility at the date of grant was based on the historical volatilities of its stock and peer firms' stocks and the Index over the
performance period. The Company assumes no dividend yield and recognizes compensation expense ratably over the performance period of the market stock
unit award. The Company recognizes compensation expense using the graded attribution method on a straight-line basis over the performance period for each
market stock unit award.



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

Effective January 3, 2022, the Company implemented its Employee Stock Purchase Plan, or ESPP, previously approved by the Company's board of
directors and stockholders in March 2014. The ESPP generally permits domestic employees who meet certain criteria to purchase the Company's common
stock through payroll deductions during six month offering periods. As is permitted under the ESPP, the initial offering period in fiscal 2022 extended for four
months from February 1, 2022 through May 31, 2022, with the subsequent offering period extending from June 1, 2022 through November 30, 2022. For the
remainder of fiscal 2022 and for all subsequent years, unless otherwise determined by the compensation committee of the board of directors, there will be
additional six-month offering periods commencing on each of June 1 and December 1. In accordance with the guidance in ASC 718-50 - Compensation - Stock
Compensation, the ability to purchase shares of the Company's common stock for 85% of the lower of the price on the first day of the offering period or the last
day of the offering period represents an option and, therefore, the ESPP is a compensatory plan. Accordingly, stock-based compensation expense is determined
based on the grant date fair value as estimated by applying the Black-Scholes option-pricing model and is recognized straight-line over the withholding period.
The Company recognizes compensation expense ratably over the requisite service period.

Convertible Senior Notes

In February 2018, the Company issued $230.0 million principal amount of convertible senior notes due in February 2023, or the 2023 Notes. In June
2019, the Company issued $316.3 million principal amount of convertible senior notes due in June 2026, or the 2026 Notes. In November 2020, the Company
issued $350.0 million principal amount of convertible senior notes due in November 2025, or the 2025 Notes. This was achieved by exchanging $181.9 million
principal amount of the 2023 Notes for $210.7 million principal amount of the 2025 Notes and issuing an additional $139.3 million of new notes. In May 2021,
the Company repurchased $37.1 million principal amount of the 2023 Notes. As of June 30, 2022, the aggregate principal amount outstanding related to the
2023 Notes was $10.9 million.

When accounting for the issuance of convertible notes, prior to the adoption of ASU 2020-06, the Company separated each of the convertible notes into
liability and equity components. The carrying amount of the liability component was calculated by measuring the fair value, as of the date of issuance, of a
similar debt without the conversion feature. The carrying amount of the equity component representing the conversion feature was determined by deducting the
fair value of the liability components from the total initial proceeds. The difference between the par amount of the convertible notes and the carrying amount of
the liability component represented debt discounts that were amortized to interest expense over the respective terms of the convertible notes at effective interest
rates of 5.88%, 5.38% and 5.00% for the 2023 Notes, 2026 Notes and 2025 Notes, respectively. The equity components were not remeasured as long as they
continued to meet the conditions for equity classification. In accounting for the issuance costs related to its convertible notes, the Company allocated the total
amount of issuance costs incurred to liability and equity components based on their relative values. Issuance costs attributable to the liability components were
amortized to interest expense over the respective terms of the convertible notes using the effective interest rate method. The issuance costs attributable to the
equity components were netted against the respective equity components in additional paid-in capital.

Upon adoption of ASU 2020-06 on January 1, 2022, the Company reversed the separation of the liability and equity components and accounted for the
Notes wholly as debt. The Company also reversed the amortization of the debt discount with the cumulative adjustment to retained earnings on the adoption
date. As such, the debt is no longer recorded at a discount and issuance costs are amortized on a straight-line basis, which approximates the effective interest
rate method. Refer to the "Recent Accounting Pronouncements" section below for more detail on the adoption impacts.

Leases

The Company determines if a contract contains a lease for accounting purposes at the inception of the arrangement. The Company has elected to apply
the practical expedient which allows the Company to account for lease and non-lease components of a contract as a single leasing arrangement. In addition, the
Company has elected the practical expedients related to lease classification and the short-term lease exemption, whereby leases with initial terms of one year or
less are not capitalized and instead expensed generally on a straight-line basis over the lease term. The Company is primarily a lessee with a lease portfolio
comprised mainly of real estate and equipment leases. As of June 30, 2022, the Company had no finance leases.

Operating lease assets are included on the Company's condensed consolidated balance sheets in non-current assets as a right-of-use, or ROU, asset, and
represent the Company's right to use an underlying asset for the lease term. Operating lease liabilities are included on the Company's condensed consolidated
balance sheets in lease liabilities, current portion, for the portion that is due within 12 months and in lease liabilities, net of current portion, for the portion that
is due beyond 12 months of the financial statement date and represent the Company's obligation to make lease payments.
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ROU assets and lease liabilities are recognized at the commencement date of the lease based on the present value of lease payments over the lease term
using an appropriate discount rate. If an implicit rate is not readily determined by the Company's leases, the Company utilizes the incremental borrowing rate
based on the available information at the commencement date to determine the lease payments. The depreciable lives of the underlying leased assets are
generally limited to the expected lease term inclusive of any optional lease renewals where the Company concludes at the inception of the lease that the
Company is reasonably certain of exercising those options. The ROU asset calculation may also include any initial direct costs paid and is reduced by any lease
incentives provided by the lessor. Lease expense for operating lease payments is recognized on a straight-line basis over the lease term.

Income Taxes

Deferred income taxes are provided for the tax effects of temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and their respective tax bases and operating loss carryforwards and credits using enacted tax rates expected to be in effect in the years in
which the differences are expected to reverse. The Company assesses the likelihood that deferred tax assets will be realized and recognizes a valuation
allowance if it is more likely than not that some portion of the deferred tax assets will not be realized. This assessment requires judgment as to the likelihood
and amounts of future taxable income by tax jurisdiction. To date, the Company has provided a valuation allowance against most of its deferred tax assets as it
believes the objective and verifiable evidence of its historical pretax net losses outweighs any positive evidence of its forecasted future results. The Company
will continue to monitor the positive and negative evidence, and it will adjust the valuation allowance as sufficient objective positive evidence becomes
available.

The Company evaluates its uncertain tax positions based on a determination of whether and how much of a tax benefit or expense taken by the Company
in its tax filings or positions is more likely than not to be realized. The Company believes it has accrued adequate reserves related to its uncertain tax positions;
however, ultimate determination of the Company's liability is subject to audit by taxing authorities in the ordinary course of business. The Company records
interest and penalties associated with any uncertain tax positions as a component of income tax expense.

Basic and Diluted Net Loss per Common Share

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

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021
Numerator:
Net loss $ (25,222) $ (30,127) $ (48,781) $ (55,782)
Denominator:
Weighted-average common shares outstanding, basic and diluted 57,234 56,360 57,125 56,081
Net loss per common share, basic and diluted $ 044) $ (0.53) $ (0.85) $ (0.99)

Due to net losses for the three and six months ended June 30, 2022 and 2021, basic and diluted loss per share were the same, as the effect of all
potentially dilutive securities would have been anti-dilutive. The following table sets forth the anti-dilutive common share equivalents for the periods listed:

As of June 30,
2022 2021
Stock options, restricted stock units, and market stock units 3,299 2,613
Shares issuable pursuant to the ESPP 73 —
Shares related to convertible notes 6,256 839
Shares subject to warrants related to the issuance of the 2023 Notes — 56
9,628 3,508
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Under the modified retrospective method of adoption of ASU 2020-06, the dilutive impact of the convertible senior notes was calculated using the if-
converted method for the six months ended June 30, 2022. The Company's convertible senior notes were calculated using the treasury stock method for the six
months ended June 30, 2021. Refer to discussion within "Recent Accounting Pronouncements" below for further details. The exercise rights of the Warrants
issued in connection with the 2023 Notes will have a dilutive impact on net income per share of common stock under the treasury-stock method when the
average market price per share of the Company's common stock for a given period exceeds the conversion price of $78.75 per share. However, since the
Company is in a net loss position, there was no dilutive effect on net loss per share of the Company's common stock during any period presented.

Recent Accounting Pronouncements

In August 2020, the FASB issued ASU No. 2020-06, "Debt - Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging -
Contracts in Entity's Own Equity (Subtopic 815-40)" which simplifies the accounting for convertible debt instruments by eliminating the requirement to
separate embedded conversion features from the host contract when the conversion features are not required to be accounted for as derivatives under Topic 815,
Derivatives and Hedging, or that do not result in substantial premiums accounted for as paid-in capital. In addition, the guidance eliminates the treasury stock
method to calculate diluted earnings per share for convertible instruments and requires the use of the if-converted method. The Company adopted the new
guidance effective January 1, 2022, using the modified retrospective approach. The impact resulted in an increase to the convertible notes balance of
$114.4 million to reflect the full principal amount of the convertible notes outstanding net of issuance costs, a reduction to the additional paid in capital balance
of $157.0 million to remove the equity component separately recorded for the conversion features associated with the convertible notes, and an increase to the
beginning balance of accumulated deficit of $42.6 million. As a result of the adoption, non-cash interest expense was lower for the three and six months ended
June 30, 2022 and will be lower for the remaining term of the outstanding convertible notes. The adoption had no impact on the Company's condensed
consolidated statement of cash flows. Additionally, ASU 2020-06 eliminates the treasury stock method and instead requires the application of the if-converted
method to calculate the impact of convertible instruments on diluted earnings per share when instruments may be settled in cash or shares. The required use of
the if-converted method did not impact the diluted net loss per share as the Company was in a net loss position. The prior period condensed consolidated
financial statements have not been retrospectively adjusted and continue to be reported under the accounting standards in effect for those periods.

In May 2021, the FASB issued ASU No. 2021-04, "Earnings Per Share (Topic 260), Debt - Modifications and Extinguishments (Subtopic 470-50),
Compensation - Stock Compensation (Topic 718), and Derivatives and Hedging - Contracts in Entity's Own Equity (Subtopic 815-40)" which clarifies and
reduces diversity in the accounting for modifications or exchanges of freestanding equity classified written call options that remain equity classified after
modification or exchange. The ASU provides a principles-based framework to determine whether an issuer should recognize the modification or exchange as
an adjustment to equity or an expense. The Company has adopted the provisions of the new standard effective January 1, 2022. There was no impact on the
Company's condensed consolidated financial statements as of the adoption date.

In October 2021, the FASB issued ASU No. 2021-08, "Business Combinations (Topic 805): Accounting for Contract Assets and Contract Liabilities from
Contracts with Customers" which clarifies and reduces diversity in the accounting related to recognition of an acquired contract liability and payment terms
and their effect on subsequent revenue recognized by the acquirer. The Company has early adopted the provisions of the new standard effective January 1,
2022. There was no impact on the Company's condensed consolidated financial statements as of the adoption date.
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3. Fair Value Measurements

The carrying values of the Company's financial instruments, principally cash equivalents, investments, accounts receivable, restricted cash and accounts
payable, approximated their fair values due to the short period of time to maturity or repayment.

Fair value is defined as the exchange price that would be received for an asset or an exit price paid to transfer a liability in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date. Valuation techniques used to
measure fair value must maximize the use of observable inputs and minimize the use of unobservable inputs. The current accounting guidance for fair value
measurements defines a three-level valuation hierarchy for disclosures as follows:

» Level [——Unadjusted quoted prices in active markets for identical assets or liabilities;

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

» Level IIl—Unobservable inputs that are supported by little or no market activity, which requires the Company to develop its own assumptions.

The categorization of a financial instrument within the valuation hierarchy is based upon the lowest level of input that is significant to the fair value
measurement.

The following table details the fair value hierarchy of the Company's financial assets measured at fair value on a recurring basis as of June 30, 2022:

Fair Value Measurements Using:

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
Fair Value (Level I) (Level IT) (Level IIT)
Assets
Cash Equivalents:
Money market funds $ 86,746 $ 86,746 $ —  $ —
Certificates of deposit 25,134 — 25,134 —
$ 111,880 § 86,746 $ 25,134 § —
Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
Investments: Fair Value (Level I) (Level IT) (Level I1I)
Corporate bonds and commercial paper $ 55,606 $ — 3 55,606 $ —
Certificates of deposit 12,407 — 12,407 —
U.S. government securities 119,984 — 119,984 —
$ 187,997 § — 3 187,997 § —
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The following table details the fair value hierarchy of the Company's financial assets measured at fair value on a recurring basis as of December 31, 2021:

Fair Value Measurements Using:

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
Fair Value (Level I) (Level IT) (Level I1I)
Assets
Cash Equivalents:
Money market funds $ 170,907 $ 170,907 $ — 3 —
Certificates of deposit 25,090 — 25,090 —
$ 195,997  § 170,907 $ 25,090 § —
Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
Investments: Fair Value (Level I) (Level 1) (Level I1I)
Corporate bonds and commercial paper $ 44219 § — 3 44219 § —
Certificates of deposit 12,161 — 12,161 —
U.S. government securities 48,498 — 48,498 —
$ 104,878 § — 3 104,878 $ —

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

4. Cash, Cash Equivalents and Investments

The Company's cash, cash equivalents and investments as of June 30, 2022 and December 31, 2021 consisted primarily of cash, U.S. government
securities, corporate bonds, commercial paper, certificates of deposit, money market funds and other equity investments.

The Company classifies its debt investments as available-for-sale at the time of purchase and reevaluates such classification as of each balance sheet date.
All debt investments are recorded at estimated fair value. Unrealized gains and losses on available-for-sale investments are included in accumulated other
comprehensive income (loss), a component of stockholders' equity. If the Company does not expect to recover the entire amortized cost basis of the available-
for-sale debt security, it considers the available-for-sale debt security to be impaired. For individual debt securities classified as available-for-sale and deemed
impaired, the Company assesses whether such decline has resulted from a credit loss or other factors. Impairment relating to credit losses is recorded through a
reserve, limited to the amount that the fair value is less than the amortized cost basis. Impairment deemed to be non-credit related is reported in other income
(expense), net in the condensed consolidated statements of comprehensive loss. Realized gains and losses are determined based on the specific identification
method and are reported in other income (expense), net in the condensed consolidated statements of comprehensive loss. Interest, amortization of premiums
and accretion of discount on all debt investments classified as available-for-sale are also included as a component of other income (expense), net in the
condensed consolidated statements of comprehensive loss. Based on the Company's assessment, no impairments for credit losses were recognized during each
of the three months ended June 30, 2022 or 2021.
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In 2022, the Company invested in a private financial technology investment fund, classified as an equity investment. This equity investment had a
carrying amount of $0.2 million as of June 30, 2022. An impairment charge to current earnings is recorded when the cost of the investment exceeds its fair
value and this condition is determined to be other-than-temporary. As of June 30, 2022, the Company determined there were no other-than-temporary
impairments on its equity investment.

As of June 30, 2022 and December 31, 2021, the Company's cash was $99.2 million and $126.9 million, respectively.

A summary of the Company's cash equivalents and investments that are carried at fair value as of June 30, 2022 is as follows:

Gross Unrealized Gross Unrealized
Cash Equivalents: Amortized Cost Gains Losses Fair Value
Money market funds $ 86,746 $ $ — 3 86,746
Certificates of deposit 25,134 — 25,134
$ 111,880 $ — — 3 111,880
Gross Unrealized Gross Unrealized
Investments: Amortized Cost Gains Losses Fair Value
Corporate bonds and commercial paper $ 56,159 $ 1 $ (554) $ 55,606
Certificates of deposit 12,407 — — 12,407
U.S. government securities 121,271 (1,287) 119,984
$ 189,837 $ 1 $ (1,841) $ 187,997
A summary of the Company's cash equivalents and investments that are carried at fair value as of December 31, 2021 is as follows:
Gross Unrealized Gross Unrealized
Cash Equivalents: Amortized Cost Gains Losses Fair Value
Money market funds $ 170,907 $ — 3 — 170,907
Certificates of deposit 25,090 — — 25,090
$ 195,997 $ $ — 3 195,997
Gross Unrealized Gross Unrealized
Investments: Amortized Cost Gains Losses Fair Value
Corporate bonds and commercial paper $ 44282 § 3 83 66) $ 44,219
Certificates of deposit 12,161 — 12,161
U.S. government securities 48,658 — (160) 48,498
$ 105,101 $ 3 85 (226) $ 104,878

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

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

June 30, 2022 December 31, 2021
Due within one year or less $ 149,256 $ 63,935
Due after one year through five years 38,741 40,943
$ 187,997 $ 104,878
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The Company has certain available-for-sale debt investments in a gross unrealized loss position, all of which have been in such position for less than
twelve months. The Company regularly reviews its debt investments for impairment resulting from credit loss using both qualitative and quantitative criteria,
as necessary, based on the composition of the portfolio at period end. The Company considers factors such as the length of time and extent to which the market
value has been less than the cost, the financial position and near-term prospects of the issuer and its intent to sell, or whether it is more likely than not the
Company will be required to sell the investment before recovery of the investment's amortized-cost basis. If the Company determines that impairment exists in
one of these investments, the respective investment would be written down to fair value. For debt securities, the portion of the write-down related to credit loss
would be recognized in other income, net in the condensed consolidated statements of comprehensive loss if the intent of the Company was to sell the
investment before recovery. If the Company did not intend to sell, the portion of the write-down related to credit loss would be recorded to a reserve. Any
portion not related to credit loss would be included in accumulated other comprehensive income (loss) in the condensed consolidated statements of
comprehensive loss. Because the Company does not intend to sell any investments which have an unrealized loss position at this time, and it is not more likely
than not that the Company will be required to sell the investment before recovery of its amortized cost basis, which may be maturity, the reserve for available-
for-sale debt securities was zero as of June 30, 2022 and December 31, 2021.

The following table shows the fair values and the gross unrealized losses of these available-for-sale debt investments aggregated by investment category
as of June 30, 2022:

Adjusted Cost Gross Unrealized Loss Fair Value
U.S. government securities $ 121,271  $ (1,287) $ 119,984
Corporate bonds and commercial paper 55,448 (554) 54,894
$ 176,719 $ (1,841) $ 174,878

The following table shows the fair values and the gross unrealized losses of these available-for-sale debt investments aggregated by investment category
as of December 31, 2021:

Adjusted Cost Gross Unrealized Loss Fair Value
U.S. government securities $ 48,658 $ (160) § 48,498
Corporate bonds and commercial paper 41,500 (66) 41,434
$ 90,158 $ (226) $ 89,932

5. Goodwill and Intangible Assets

The carrying amount of goodwill was $512.9 million at each of June 30, 2022 and December 31, 2021. On April 1, 2021, the Company's wholly-owned
subsidiary, Q2 Software, Inc. acquired all of the outstanding equity interests of ClickSWITCH Holdings Inc, or ClickSWITCH, a privately-owned provider of
digital account switching solutions. As such, the Company added $50.6 million of goodwill from the ClickSWITCH acquisition. The annual impairment test
was performed as of October 31, 2021 and no impairment of goodwill was identified, nor has any impairment of goodwill been recorded to date.

Intangible assets at June 30, 2022 and December 31, 2021 were as follows:

As of June 30, 2022 As of December 31, 2021
Accumulated Net Carrying Accumulated Net Carrying
Gross Amount Amortization Amount Gross Amount Amortization Amount
Customer relationships $ 62,785 $ (34,665) $ 28,120 $ 62,785 $ (28,349) $ 34,436
Non-compete agreements 13,275 (7,270) 6,005 13,275 (5,898) 7,377
Trademarks 19,870 (6,981) 12,889 19,870 (5,858) 14,012
Acquired technology 152,080 (63,426) 88,654 152,080 (52,220) 99,860
Capitalized software development costs 17,769 (2,540) 15,229 10,969 (4,193) 6,776

$ 265,779 $ (114,882) $ 150,897 $ 258979 $ (96,518) $ 162,461
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The Company recorded intangible assets primarily from various prior business combinations. Intangible assets are amortized on a straight-line basis over
their estimated useful lives, which range from two to ten years. Amortization expense included in cost of revenues in the condensed consolidated statements of
comprehensive loss was $5.6 million for each of the three months ended June 30, 2022 and 2021, and $11.2 million and $10.8 million for the six months ended
June 30, 2022 and 2021, respectively. Amortization expense included in operating expenses in the condensed consolidated statements of comprehensive loss
was $4.4 million and $4.6 million for the three months ended June 30, 2022 and 2021, respectively, and $8.8 million and $9.0 million for the six months ended
June 30, 2022 and 2021, respectively. The Company amortized $0.6 million and $0.3 million of capitalized software development costs for the three months
ended June 30, 2022 and 2021, respectively, and $1.0 million and $0.5 million for the six months ended June 30, 2022 and 2021, respectively.

The estimated future amortization expense related to intangible assets as of June 30, 2022 was as follows:

Amortization

Year Ended December 31,

2022 (July 1 to December 31) $ 21,699
2023 42,867
2024 37,157
2025 25,517
2026 18,949
Thereafter 4,108
Total amortization $ 150,897

6. Commitments and Contingencies

Operating Lease Commitments

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

During the three and six months ended June 30, 2022, through the Company's regular assessment process, additional unoccupied lease charges of $0.1
million and $0.5 million, respectively, were recorded for facilities in Texas, North Carolina and Georgia for the related contractual lease payments and fees, less
anticipated sublease income. During the three and six months ended June 30, 2021, through the Company's regular assessment process, the Company recorded
an unoccupied lease charge of $0.8 million for facilities in Georgia and Texas for the related contractual lease payments and fees, less sublease income. The
lease liabilities related to the subleases that are expected to be paid during the succeeding twelve-month period of $1.0 million are recorded in accrued
liabilities, and the remaining portion of the associated liability of $1.5 million is recorded in other long-term liabilities on the accompanying condensed
consolidated balance sheet at June 30, 2022.

The Company believes its current facilities will be adequate for its needs for the foreseeable future. Rent expense under operating leases was $2.0 million
and $1.7 million for the three months ended June 30, 2022 and 2021, respectively, and $4.0 million and $3.3 million for the six months ended June 30, 2022
and 2021, respectively.
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Future minimum payments required under operating leases that have initial or remaining non-cancelable lease terms in excess of one year at June 30,
2022 were as follows:

Operating Leases

Year Ended December 31,
2022 (July 1 to December 31) $ 6,479
2023 12,275
2024 11,146
2025 10,203
2026 9,167
Thereafter 17,559
Total lease payments $ 66,829

Less: present value discount (853)

Present value of lease liabilities $ 65,976

Contractual Commitments

The Company has non-cancelable contractual commitments related to the 2023 Notes, 2025 Notes and the 2026 Notes as well as the related interest. The
interest on the 2023 Notes is payable semi-annually on February 15 and August 15 of each year. The interest on the 2025 Notes is payable semi-annually on
May 15 and November 15 of each year. The interest on the 2026 Notes is payable semi-annually on June 1 and December 1 of each year. The Company also
has non-cancelable contractual commitments for certain third-party products, co-location fees and other product costs. Several of these purchase commitments
for third-party products contain both a contractual minimum obligation and a variable obligation based upon usage or other factors which can change on a
monthly basis. The estimated amounts for usage and other factors are not included within the table below.

In 2020, the Company entered into a long-term stadium sponsorship agreement, beginning in 2021 and ending in 2028, which grants the Company
exclusive naming rights, sponsorship, signage, advertising and other promotional rights and benefits. The advertising expense for these rights is amortized on a
straight-line basis and recorded in sales and marketing expense in the consolidated statements of comprehensive loss. The prepaid commitment balance, net of
amortization, is included in prepaid expenses and other current assets in the consolidated balance sheets.

Future minimum contractual commitments that have initial or remaining non-cancelable terms in excess of one year at June 30, 2022 were as follows:

Contractual
Commitments

Year Ended December 31,
2022 (July 1 to December 31) $ 18,392
2023 45,662
2024 18,316
2025 359,109
2026 320,936
Thereafter 7,000

Total commitments $ 769,415

Legal Proceedings

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

From time to time the Company may realize a gain contingency, however, recognition will not occur until cash is received. During the three months
ended March 31, 2022, the Company received a favorable settlement of an ordinary course dispute and recognized a gain of $0.7 million included in interest
and other income in the accompanying condensed consolidated statements of comprehensive loss.

Loss Contingencies

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

7. Convertible Senior Notes

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

Interest Rate per Conversion Rate for Initial Conversion

Month Issued Maturity Date (¥ Original Principal Annum Each $1,000 Principal @ Price per Share
2023 Notes February 15, 2018 February 15, 2023 $ 230,000 0.75% $ 174292 8 57.38
2026 Notes June 1, 2019 June 1, 2026 $ 316,250 075% $ 11.2851 $ 88.61
2025 Notes November 15, 2020 November 15, 2025 $ 350,000 0.125% $ 7.1355 $ 140.14

() Unless earlier converted or repurchased in accordance with their terms prior to such date
@ Subject to adjustment upon the occurrence of certain specified events

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

In February 2018, the Company issued $230.0 million principal amount of convertible senior notes due in February 2023, or the 2023 Notes. Interest is
payable semi-annually on February 15 and August 15 of each year, commencing on August 15, 2018. In November 2020, the Company exchanged
$181.9 million in aggregate principal amount of the 2023 Notes for $210.7 million in aggregate principal of 2025 Notes and 1.3 million shares of common
stock. The Company did not receive any cash proceeds from the exchange. In exchange for issuing 2025 Notes pursuant to the exchange transaction, the
Company received and cancelled the exchanged 2023 Notes. As of the exchange date, the carrying value of the 2023 Notes, net of unamortized debt discount
and issuance costs, was $42.9 million. The partial exchange of the 2023 Notes resulted in an $8.9 million loss on early debt extinguishment in fiscal year 2020,
of which $2.0 million consisted of unamortized debt issuance costs.

In May 2021, the Company repurchased $37.1 million in aggregate principal amount of the 2023 Notes for $63.7 million in cash. As of the repurchase
date, the carrying value of the notes, net of unamortized debt discount and issuance costs, was $10.0 million. The partial repurchase of the 2023 Notes resulted
in a $1.5 million loss on early debt extinguishment in fiscal year 2021, of which $0.3 million consisted of unamortized debt issuance costs. The Company may
repurchase additional 2023 Notes and/or its 2025 Notes and 2026 Notes from time to time through open market purchases, block trades, and/or privately
negotiated transactions, in compliance with applicable securities laws and other legal requirements. The timing, volume, and nature of the repurchases will be
determined by the Company based on the capital needs of the business, market conditions, applicable legal requirements, and other factors.

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

In November 2020, the Company issued $350.0 million principal amount of convertible senior notes due in November 2025, or the 2025 Notes. This was
achieved by exchanging $181.9 million principal amount of the 2023 Notes for $210.7 million principal amount of the 2025 Notes and issuing an additional
$139.3 million of new notes. Interest is payable semi-annually on May 15 and November 15 of each year, commencing on May 15, 2021.
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The Notes are the Company's senior unsecured obligations and rank senior in right of payment to any of the Company's indebtedness that is expressly
subordinated in right of payment to the Notes, rank equally in right of payment with any of the Company's indebtedness that is not so subordinated, are
effectively junior in right of payment to any of the Company's secured indebtedness to the extent of the value of the assets securing such indebtedness and are
structurally junior to all indebtedness and other liabilities (including trade payables) of the Company's current and future subsidiaries.

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

On or after November 15, 2022, March 1, 2026 or August 15, 2025 for the 2023 Notes, 2026 Notes and 2025 Notes, respectively, holders may convert all
or any portion of their Notes at any time prior to the close of business on the second scheduled trading day immediately preceding the maturity date, regardless
of the succeeding conditions described herein. Upon conversion, the Company will pay or deliver cash, shares of its common stock or a combination of cash
and shares of its common stock, at its election, as described in the indenture governing the Notes.

Holders may convert their Notes at their option at any time prior to the close of business on the business day immediately preceding November 15, 2022,
March 1, 2026 or August 15, 2025 for the 2023 Notes, 2026 Notes and 2025 Notes, respectively, only under the following circumstances:

* during any calendar quarter commencing after the calendar quarter ending on June 30, 2018, September 30, 2019 or March 30, 2021 (and only during
such calendar quarter), for the 2023 Notes, 2026 Notes and 2025 Notes, respectively, if the last reported sale price of the common stock for at least 20
trading days (whether or not consecutive) during a period of 30 consecutive trading days ending on, and including, the last trading day of the
immediately preceding calendar quarter is greater than or equal to 130% of the conversion price on each applicable trading day;

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

 upon the occurrence of specified corporate events.

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

For more than 20 trading days during the 30 consecutive trading days ended December 31, 2021, the last reported sale price of the Company's common
stock exceeded 130% of the conversion price of the 2023 Notes. As a result, the 2023 Notes became convertible at the option of the holders on January 1, 2022
and remained convertible through March 31, 2022. Of the initial 2023 Notes outstanding, 22 notes, with a principal amount of $1,000 each, have been
converted since original issuance of the 2023 Notes through the date of this filing. As of June 30, 2022, the 2023 Notes, 2026 Notes and 2025 Notes were not
convertible.
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Prior to the adoption of ASU 2020-06 and in accordance with accounting guidance for cash conversion features, the Company valued the liability
component for the Notes at the estimated fair value, as of the date of issuance, of a similar debt without the conversion feature. The liability component of the
Notes was recorded in long-term debt. The Company recorded the difference between the initial proceeds of the convertible debt and the fair value of the
conversion feature to additional paid-in capital as the carrying amount of the equity component. The excess of the principal amount of the liability component
over its carrying amount, or the debt discount, was amortized to interest expense at an effective interest rate of 5.88%, 5.38% and 5.00% for the 2023 Notes,
2026 Notes and 2025 Notes, respectively. Upon adoption of ASU 2020-06 on January 1, 2022, the Company reversed the separation of the liability and equity
components and accounted for the Notes wholly as debt. The Company also reversed the debt discount, with a cumulative adjustment to retained earnings on
the adoption date.

In accounting for the transaction costs for the Notes, prior to the adoption of ASU 2020-06, the Company allocated the costs incurred to the liability and
equity components in proportion to the allocation of the proceeds from issuance to the liability and equity components. Issuance costs attributable to the
liability component were amortized to expense over the expected life of the Notes using the effective interest method. The liability issuance costs originally
totaled $5.3 million, $6.4 million and $5.4 million for the 2023 Notes, 2026 Notes, and 2025 Notes, respectively. Issuance costs attributable to the equity
component related to the conversion feature were netted with the equity component. The equity issuance costs originally totaled $1.5 million, $2.9 million and
$1.5 million for the 2023 Notes, 2026 Notes and 2025 Notes, respectively. Upon the adoption of ASU 2020-06, the Company reversed the separation of the
liability and equity components and accounted for the entire amount as debt issuance costs that will be amortized on a straight-line basis, which approximates
the effective interest method, to interest expense over the expected life of the Notes. Refer to Note 2, "Summary of Significant Accounting Policies" for further
details on the impact of adoption.

The 2023 Notes, 2026 Notes and 2025 Notes consist of the following:

As of June 30, 2022 As of December 31, 2021
2023 Notes 2026 Notes 2025 Notes 2023 Notes 2026 Notes 2025 Notes

Liability component:

Principal $ 10,908 $ 316,250 $ 350,000 $ 10,908 $ 316,250 $ 350,000

Unamortized debt discount ) — — — (634) (56,918) (59,436)

Unamortized debt issuance costs (" 37) (5,214) (4,567) (64) (4,276) (4,232)

Net carrying amount 10,871 311,036 345,433 10,210 255,056 286,332
Equity component:

Net carrying amount (" $ — 3 — 3 — 3 2321 $ 81,550 $ 73,109

() See Note 2, "Summary of Significant Accounting Policies" for more information regarding the effect of adoption of ASU 2020-06

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

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021
Contractual interest expense $ 722 $ 764 $ 1,446 $ 1,556
Amortization of debt issuance costs () 691 540 1,367 1,045
Amortization of debt discount ) — 6,553 — 13,054
Total $ 1,413 $ 7,857 $ 2813 § 15,655

() See Note 2, "Summary of Significant Accounting Policies" for more information regarding the effect of adoption of ASU 2020-06

As of June 30, 2022, the remaining period over which the debt issuance costs will be amortized for the 2023 Notes, 2026 Notes and 2025 Notes was 0.6
years, 3.9 years and 3.4 years, respectively.

As of June 30, 2022, the if-converted value of the 2023 Notes, 2026 Notes and 2025 Notes did not exceed the principal amount. The if-converted values
were determined based on the closing price of the Company's stock on June 30, 2022.
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Bond Hedges and Warrants Transactions

Concurrent with the February 2018 convertible note offering, the Company entered into separate convertible notes bond hedges, or Bond Hedges, and
Warrants transactions. The Bond Hedges are generally expected to reduce potential dilution to the Company's common stock upon conversion of the 2023
Notes. The Bond Hedges are call options that give the Company the option to purchase, subject to anti-dilution adjustments substantially identical to those in
the 2023 Notes, approximately 0.9 million shares of its common stock for $57.38 per share, exercisable upon conversion of the 2023 Notes and expires in
February 2023. The total cost of the Bond Hedges transactions was $41.7 million.

In November 2020, and in connection with the partial exchange of the 2023 Notes, the Company terminated Bond Hedges corresponding to
approximately 0.7 million shares for cash proceeds of $171.7 million. In May 2021, and in connection with the partial repurchase of the 2023 Notes, the
Company terminated Bond Hedges corresponding to approximately 0.1 million shares for cash proceeds of $26.3 million. The proceeds were recorded as an
increase to additional paid-in capital in the consolidated balance sheets. As of June 30, 2022, there remained outstanding Bond Hedges giving the Company the
option to repurchase approximately 0.1 million shares.

Under the February 2018 Warrant transactions, the Company issued warrants to acquire, subject to anti-dilution adjustments, up to approximately 4.0
million shares over 80 scheduled trading days beginning on May 15, 2023 at an exercise price of $78.75 per share. If the Warrants are not exercised on their
exercise dates, they will expire. Pursuant to the Warrants, if the average market value per share of the Company's common stock for the reporting period, as
measured under the Warrants, exceeds the exercise price of the Warrants of $78.75, the Warrants will have a dilutive effect on the Company's earnings per
share, assuming the Company is profitable. The Company received $22.4 million in cash proceeds from the sale of the Warrants.

In November 2020, and in connection with the partial exchange of the 2023 Notes, the Company terminated Warrants corresponding to approximately
3.2 million shares for total cash payments of $137.5 million. In May 2021, and in connection with the partial repurchase of the 2023 Notes, the Company
terminated Warrants corresponding to approximately 0.6 million shares for total cash payments of $19.7 million. The termination payment was recorded as a
decrease to additional paid-in capital in the consolidated balance sheets. As of June 30, 2022, there remained outstanding Warrants to acquire up to
approximately 0.2 million shares.

The Bond Hedges and the Warrants are separate transactions, in each case, entered into by the Company with counterparties, and are not part of the terms
of the 2023 Notes and will not affect any holders' rights under the 2023 Notes. The holders of the 2023 Notes will not have any rights with respect to the Bond
Hedges or Warrants transactions. The Bond Hedges and Warrants do not meet the criteria for derivative accounting as they are indexed to the Company's stock.
The amounts paid for the Bond Hedges and the proceeds received from the sale of the Warrants have been included as a net reduction to additional paid-in
capital.

Capped Call Transactions

In connection with the issuance of the 2026 Notes and 2025 Notes, the Company entered into two separate capped call transactions with one or more
counterparties, or the Capped Calls. The Capped Calls associated with the 2026 Notes have an initial strike price of $88.6124 per share, subject to certain
adjustments, which corresponds to the initial conversion price of the 2026 Notes. The Capped Calls associated with the 2025 Notes have an initial strike price
of $140.1443 per share, subject to certain adjustments, which corresponds to the initial conversion price of the 2025 Notes. The Capped Calls associated with
the 2026 Notes have an initial cap price of $139.00 per share. The Capped Calls associated with the 2025 Notes have an initial cap price of $211.54 per share.
The Capped Calls are expected to offset the potential dilution to the common stock upon any conversion of the 2026 Notes or 2025 Notes and/or offset any
cash payments the Company is required to make in excess of the principal amount of the 2026 Notes or 2025 Notes in the event the market price per share of
common stock is greater than the strike price of the Capped Call, with such offset subject to a cap. If, however, the market price per share of the common stock
exceeds the cap price of the Capped Calls, there would be dilution and/or there would not be an offset of such potential cash payments, in each case, to the
extent that the then-market price per share of the common stock exceeds the cap price. As the Capped Calls are considered indexed to the Company's stock and
are considered equity classified, they are recorded in stockholders' equity on the consolidated balance sheet and are not accounted for as derivatives. The cost
of $40.8 million incurred in connection with the Capped Calls associated with the 2026 Notes was recorded as a reduction to additional paid-in capital. The
cost of $39.8 million incurred in connection with the Capped Calls associated with the 2025 Notes was recorded as a reduction to additional paid-in capital.
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8. Stock-Based Compensation

In March 2014, the Company's board of directors approved the 2014 Equity Incentive Plan, or 2014 Plan, under which stock options, stock appreciation
rights, restricted stock, restricted stock units, performance shares and units and other cash-based or stock-based awards may be granted to employees,
consultants and directors. Shares of common stock that are issued and available for issuance under the 2014 Plan consist of authorized, but unissued or
reacquired shares of common stock or any combination thereof.

As of December 31, 2021, a total of 15,823 shares had been reserved for issuance under the 2014 Plan. The 2014 Plan contains a provision that
automatically increases the shares available for issuance under the plan on January 1 of each year subsequent to the 2014 Plan's adoption through 2024, by an
amount equal to the smaller of (a) 4.5% of the number of shares of common stock issued and outstanding on the immediately preceding December 31, or (b) an
amount determined by the Company's board of directors. On January 1, 2022, 2,562 shares were added to the 2014 Plan in accordance with the annual
automatic increase provision of the 2014 Plan. In addition, the 2014 Plan reserve is automatically increased to include any shares issuable upon expiration or
termination of options granted under the Company's 2007 Stock Plan, or 2007 Plan, for options that expire or terminate without having been exercised. For the
six months ended June 30, 2022, no shares have been transferred to the 2014 Plan from the 2007 Plan, and as of June 30, 2022, a total of 18,385 shares were
allocated for issuance under the 2014 Plan. As of June 30, 2022, options to purchase a total of 2,706 shares of common stock have been granted under the 2014
Plan, 8,381 shares have been reserved under the 2014 Plan for the vesting of restricted stock units and market stock units, 1,622 shares have been returned to
the 2014 Plan as a result of termination of options that expired or terminated without having been exercised and restricted stock awards that terminated prior to
the awards vesting, and 8,920 shares of common stock remain available for future issuance under the 2014 Plan.

In March 2014, the Company also adopted the ESPP. The plan was implemented starting January 3, 2022, pursuant to which certain participating
domestic employees are able to purchase shares of the Company's common stock at a 15% discount of the lower of the market price at the beginning or end of
the offering period. The Board provided for a share reserve with respect to the ESPP of 800 shares. The ESPP contains a provision that automatically increases
the shares available for issuance under the plan on January 1 of each year through 2024, by an amount equal to the smaller of (a) 500 shares, (b) 1% of the
number of shares issued and outstanding on the immediately preceding December 31, or (¢) such other amount as may be determined by the Company's board
of directors. The Company has reserved 800 shares of common stock for future issuance under the ESPP. The ESPP's initial four-month purchase period began
in February 2022. During the three months ended June 30, 2022, the Company issued 57 shares under the ESPP. As of June 30, 2022, 743 shares remain
authorized and available for issuance under the ESPP.

In July 2007, the Company adopted the 2007 Plan under which options or stock purchase rights may be granted to employees, consultants and directors.
Upon the completion of the Company's initial public offering, or IPO, in March 2014, the board of directors terminated the 2007 Plan in connection with the
IPO and all shares that were available for future issuance under the 2007 Plan at such time were transferred to the 2014 Plan. The 2007 Plan will continue to
govern the terms and conditions of all outstanding equity awards granted under the 2007 Plan. As of June 30, 2022, no shares remain available for future
issuance under the 2007 Plan.

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

Three Months Ended June 30, Six Months Ended June 30,

2022 2021 2022 2021
Cost of revenues $ 3,335 §$ 2,763 $ 6,074 $ 5,298
Sales and marketing 4,012 2,930 7,338 5,467
Research and development 3,850 3,506 6,702 6,651
General and administrative 6,320 4,428 11,422 9,306
Total stock-based compensation expense $ 17,517 § 13,627 $ 31,536 § 26,722
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9. Income Taxes

In accordance with applicable accounting guidance, the income tax expense for the six months ended June 30, 2022 is based on the estimated annual
effective tax rate for fiscal year 2022. The Company's provision for income taxes is based on estimated effective tax rates derived from an estimate of annual
consolidated earnings before taxes, adjusted for nondeductible expenses, other permanent items, valuation allowances, and any applicable income tax credits.

The Company's provision for income taxes reflected an effective tax rate of approximately (1.4)% and (0.6)% for the three months ended June 30, 2022
and 2021, respectively, and (3.6)% and (0.6)% for the six months ended June 30, 2022 and 2021, respectively. For the three and six months ended June 30,
2022 and 2021, the Company's effective tax rate was lower than the U.S. federal statutory rate primarily due to its valuation allowance offsetting the benefits of

losses. Current income tax expenses and benefits consist primarily of state income tax expense, deferred income tax expense relating to the tax amortization of
recently acquired goodwill and income tax expense from foreign operations.

To date, the Company has provided a valuation allowance against most of its deferred tax assets as it believes the objective and verifiable evidence of its
historical pretax net losses outweighs any positive evidence of its forecasted future results. The Company will continue to monitor the positive and negative
evidence, and it will adjust the valuation allowance as sufficient objective positive evidence becomes available.

As of June 30, 2022, the Company had $3.2 million in uncertain tax positions representing a $0.6 million increase, including an insignificant amount of
accrued interest, from the balance at December 31, 2021. Of this amount, $0.6 million resulted in an income tax expense during the six months ended June 30,
2022. Operating losses generated in years prior to 2017 remain open to adjustment until the statute of limitations closes for the tax year in which the net
operating losses are utilized. The Company's tax years 2018 through 2021 generally remain open to examination by the major taxing jurisdictions to which the
Company is subject. The Company is currently under audit by the State of Texas.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our interim condensed
consolidated financial statements and related notes included elsewhere in this Quarterly Report on Form 10-Q and in our other SEC filings, including the
audited consolidated financial statements and the accompanying notes for the fiscal year ended December 31, 2021, which are included in our Annual Report
on Form 10-K, filed with the SEC on February 16, 2022. In addition to historical condensed consolidated financial information, the following discussion
contains forward-looking statements that reflect our plans, estimates and beliefs. Our actual results could differ materially and adversely from those
anticipated in the forward-looking statements. Please see the section entitled “Special Note Regarding Forward Looking Statements” above and the risk
factors discussed in our Annual Report on Form 10-K for the year ended December 31, 2021 for a discussion of the uncertainties, risks and assumptions
associated with these statements. The following discussion and analysis also includes a discussion of certain non-GAAP financial measures. For a description
and reconciliation of the non-GAAP measures discussed in this section, see "Non-GAAP Financial Measures."”

Overview

We are a leading provider of secure, cloud-based digital solutions that transform the ways in which financial institutions and other financial services
providers engage with account holders and end users, or End Users. We offer our solutions to financial institutions, financial technology companies, or
FinTechs, alternative finance companies, or Alt-FIs, and other innovative companies, or Brands, wishing to incorporate banking into their customer
engagement and servicing strategies. Our solutions include a broad and deep portfolio of digital banking solutions; lending solutions; an open technology
platform, the Q2 Innovation Studio, that accelerates innovation by enabling a partnership ecosystem on the Q2 platform in which FinTechs and other digital
solution providers can embed their offerings and customers can develop their own applications; and a comprehensive banking as a service, or BaaS, solution,
which we re-branded as Helix in February 2022, that enables innovative companies to incorporate banking directly into their products. We purpose-build our
platforms and solutions to enable success for our customers and technology partners by allowing them to digitize their operations and offerings, differentiate
their brands, and integrate traditional and emerging financial services, ultimately enhancing End-User acquisition, engagement and retention and improving
operational efficiencies and profitability.

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

We have deep domain expertise in developing and delivering secure, advanced digital solutions designed to help our customers and technology partners
compete in the complex and heavily regulated financial services industry. Over 17 years ago, Q2 began by providing digital banking solutions to regional and
community financial institutions. We have rapidly grown since then through a combination of broad market acceptance of our award-winning solutions and
relentless innovation, investment and acquisitions. Our portfolio of solutions now spans digital banking, lending, lending profitability, onboarding, security, and
we now serve account holders and borrowers across retail, small business and commercial segments, in addition to our open technology platform and BaaS
offerings. While we remain focused on our founding mission of building stronger and more diverse communities by strengthening their financial institutions,
we intend to draw on our broad solution portfolio, deep domain expertise and robust customer base to lead the transformation into a new frontier of financial
services.
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The financial services industry is undergoing tremendous change, influenced by three major factors. First, financial institutions demand now, more than
ever, to digitize their operations and offerings, and the COVID-19 pandemic has further accelerated this digital transformation. Second, the continued growth in
the number of FinTechs and the innovation they bring to the market is increasing End-User demand and expectations for new, more engaging and meaningful
digital financial experiences. And third, major innovative Brands recognize that incorporating banking into their strategy is an opportunity to leverage the trust
that their End Users place in them, driving deeper engagement with those End Users. These three forces are converging to create what we believe is a new
frontier in financial services in which financial institutions, FinTechs and Brands will have new roles and interdependencies, and which will require new
technology, new partners, and new business models. We believe that lasting value creation in financial services will be achieved by those companies that can
support and enhance the convergence of these forces. In addition, we have built a broad set of solutions that we believe equips us to accelerate and optimize
this convergence — from digitizing the entire bank, to facilitating partnerships among financial institutions and FinTechs, to enabling Brands to incorporate
banking into their products and customer relationships.

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

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

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

We sell our solutions primarily through our professional sales organization. While the financial institutions market is well-defined due to the regulatory
classifications of those financial institutions, markets for FinTechs, Alt-FIs and brands are broader and more difficult to define due to the changing number of
providers in each market. Over the long term, we intend to continue to invest in additional sales representatives to identify and address opportunities in the
financial institution, FinTech, Alt-FI and Brand markets across the U.S. and internationally and to increase our number of sales support and marketing
personnel, as well as our investment in marketing initiatives designed to increase awareness of our solutions and generate new customer opportunities.
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We have continuously invested in expanding and improving our digital banking platform since its introduction in 2005, and we intend to continue
investing both organically and inorganically through acquisitions to expand our portfolio of solutions. Additionally, over the past several years we have
acquired or developed new solutions and additional functionality that serve a broader range of needs of financial institutions as well as the needs of FinTechs,
Alt-FIs and Brands. Our integrated, end-to-end collection of solutions includes retail, small business and commercial banking, regulatory and compliance,
digital lending, relationship pricing, BaaS, digital account opening, account switching and data-driven sales enablement and portfolio management solutions
among others. We have also introduced the Q2 Innovation Studio, an API-based and SDK-based open technology platform that allows our financial institution
customers and other technology partners to develop unique extensions of and integrations to our digital banking platform, allowing financial institutions to
quickly and easily deploy customized experiences and the latest financial services expected by End Users.

We believe that financial services providers are best served by a broad integrated portfolio of digital solutions that provide rapid, flexible and
comprehensive integration with internal and third-party solutions allowing them to provide modern, intuitive digital financial services in a secure, regulatory-
compliant manner. We also believe that the breadth and depth of our solution offerings and customer base, our open and flexible platform approach, our
position as a leading provider of digital banking solutions to a large network of financial institutions, and our expertise in delivering new, innovative, secure
and regulatory-compliant digital solutions uniquely position us to capitalize on the new frontier in financial services. We currently intend to increase
investments in technology innovation and software development as we enhance our solutions and platforms and increase or expand the number of solutions that
we offer.

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

Recent Events

The COVID-19 pandemic continues to impact the global economy. While there has been significant economic recovery in certain markets, and demand
for our solutions has rebounded, the recovery is characterized by additional uncertainty as a result of the disruption caused by the pandemic, including supply
chain constraints in many industries, significant price increases for certain goods and services, rapid increases in demand as economies re-open, rising interest
rates, increased employee attrition, skilled labor shortages, wage inflation and businesses and labor markets navigating how they will operate post-pandemic.
This disruption to the macroeconomic environment has been exacerbated by the general economic and geopolitical uncertainties caused by Russia's invasion of
Ukraine, including increased inflation partially driven by increased energy costs and disruption, instability and volatility in the global markets. In an effort to
rein in inflation, the Federal Reserve has raised interest rates 2.25% since January 1, 2022, and is generally expected to raise them further in 2022, which
interest rate increases in turn have caused increasing concerns of a potential recession triggered as higher interest rates slow down the U.S. economy. This
volatility in interest rates and associated recession concerns create a challenge for financial institutions in assessing risk in their existing loan portfolios and in
making new lending decisions. Rising interest rates and recession fears, or an actual recession, also reduce account holder demand for loans and reduce the
creditworthiness of existing borrowers, resulting in higher credit losses for financial institutions. Financial institutions may respond to this challenging
operating environment by reducing or delaying purchases of digital solutions. The duration and severity of these events, and their long-term effects on our
customers and general economic conditions, remain uncertain and difficult to predict. Refer to "Special Note Regarding Forward Looking Statements" above
and "Risk Factors" in our Annual Report on Form 10-K for the year ended December 31, 2021 and in our other SEC filings for further discussion of the impact
and possible future impacts of the COVID-19 pandemic and general macroeconomic uncertainty on our business.

Key Operating Measures

In addition to the U.S. generally accepted accounting principles, or GAAP, measures described below in "Management's Discussion and Analysis of
Financial Condition and Results of Operations—Components of Operating Results," we monitor the following operating measures to evaluate growth trends,
plan investments and measure the effectiveness of our sales and marketing efforts.
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While we believe the pandemic and related re-opening efforts have increased the importance and prominence of digital financial solutions, the increased
economic uncertainty, reduced economic activity, including consumer and business spending, and challenges associated with re-opening resulted in delays in
certain purchasing decisions and implementations and contract terminations during 2020 and 2021. During the second half of 2021, we observed an improved
sales environment relative to 2020 and the first half of 2021, which we continued to observe through the first half of 2022 and we believe will continue for the
remainder of 2022, although we are assessing what impacts a potential global macroeconomic slowdown and higher inflation could have on our business for
the remainder of 2022 and into 2023. While we expect we will see an increase in installed customers, associated Registered Users and annualized recurring
revenue compared to the prior year periods, the duration and impacts of the COVID-19 pandemic and the geopolitical uncertainties caused by Russia's invasion
of Ukraine, as well as resulting inflation and increasing interest rates, continue to disrupt any seasonality trends that may otherwise typically be inherent in our
historical operating results.

Installed Customers

We define Installed Customers as the number of customers on live implementations (or installations) of our digital banking platforms. The average size of
our Installed Customers, measured in both Registered Users per Installed Customer and revenues per Installed Customer, has increased over time as our
existing Installed Customers continue to add Registered Users and commercial account holders, buy more solutions from us, and as we add larger financial
institutions to our Installed Customer base. The net rate at which we add Installed Customers varies based on our implementation capacity, the size and unique
needs of our customers, the readiness of our customers to implement our solutions and customer attrition, including as a result of merger and acquisition
activity among financial institutions. We had 448, 450 and 414 Installed Customers on our digital banking platform as of December 31, 2021, 2020 and 2019,
respectively.

Registered Users

We define a Registered User as an individual related to an account holder of an Installed Customer on our consumer digital banking platform who has
registered to use one or more of our digital banking solutions and has current access to use those solutions as of the last day of the reporting period presented.
We generally price our consumer digital banking platform solutions based on the number of Registered Users, while our commercial digital banking platform
solutions are based on the number of commercial account holders. As the number of Registered Users of our solutions increases, our revenues generally tend to
grow. Our average number of Registered Users per Installed Customer grows as our existing digital banking platform customers add more Registered Users
and as we add larger financial institutions to our Installed Customer base. We anticipate that the number of Registered Users will grow at a faster rate than our
number of Installed Customers. The rate at which our customers add Registered Users vary significantly period-to-period based on the timing of our
implementations of new customers, the timing of registration of new End Users and customers performing inactive account clean-up. We add new Registered
Users through both organic growth from existing customers and from the addition of End Users from new Installed Customers. Our aggregate number of
Registered Users is negatively impacted to the extent Installed Customers terminate all or a portion of their arrangements with us. Our Installed Customers had
approximately 19.2 million, 17.8 million and 14.6 million Registered Users as of December 31, 2021, 2020 and 2019, respectively. Registered Users as of
June 30, 2022 were 20.2 million compared to 18.8 million as of June 30, 2021.
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Net Revenue Retention Rate

We believe that our ability to retain our customers and expand their use of our products and services over time is an indicator of the stability of our
revenue base and the long-term value of our customer relationships. We assess our performance in this area using a metric we refer to as our net revenue
retention rate, which we previously referred to as our revenue retention rate. We calculate our net revenue retention rate as the total revenues in a calendar year,
excluding any revenues from acquired customers during such year, from customers who were implemented on any of our solutions as of December 31 of the
prior year, expressed as a percentage of the total revenues during the prior year from the same group of customers. Our net revenue retention rate provides
insight into the impact on current year revenues of: the number of new customers implemented on any of our solutions during the prior year; the timing of our
implementation of those new customers in the prior year; growth in the number of End Users on such solutions and changes in their usage of such solutions;
sales of new products and services to our existing customers during the current year, excluding any products or services resulting from businesses acquired
during such year and customer attrition. The most significant drivers of changes in our net revenue retention rate each year have historically been the number of
new customers in the prior year and the timing of our implementation of those new customers. The timing of our implementation of new customers in the prior
year is significant because we do not start recognizing revenues from new customers until they are implemented. If implementations are weighted more heavily
in the first or second half of the prior year, our net revenue retention rate will be lower or higher, respectively. In the first half of 2021, our implementations
were weighted more heavily, and we expect to see a lower net revenue retention rate in 2022 as a result. Our use of net revenue retention rate has limitations as
an analytical tool, and investors should not consider it in isolation. Other companies in our industry may calculate net revenue retention rate differently, which
reduces its usefulness as a comparative measure. Our net revenue retention rate was 119%, 122% and 120% for the years ended December 31, 2021, 2020 and
2019, respectively.

Annualized Recurring Revenue

We believe Annualized Recurring Revenue, or ARR, provides important information about our future revenue potential, our ability to acquire new clients,
and our ability to maintain and expand our relationship with existing clients. We calculate ARR as the annualized value of all recurring revenue recognized in
the last month of the reporting period, with the exception of variable revenue in excess of contracted amounts for which we instead take the average monthly
run rate of the trailing three months within that reporting period. Our ARR also includes the contracted minimums associated with all contracts in place at the
end of the quarter that have not yet commenced, and revenue generated from Premier Services. Premier Services revenue is generated from select established
customer relationships where we have engaged with the customer for more tailored, premium professional services resulting in a deeper and ongoing level of
engagement with them, which we deem to be recurring in nature. ARR does not include revenue from professional services or other sources of revenue that are
not deemed to be recurring in nature. ARR is not a forecast of future revenue, which can be impacted by contract start and end dates and renewal rates. ARR
should be viewed independently of revenue and deferred revenue as ARR is an operating metric and is not intended to be combined with or replace these items.
Our use of ARR has limitations as an analytical tool, and investors should not consider it in isolation. Other companies in our industry may calculate ARR
differently, which reduces its usefulness as a comparative measure. Our ARR was $574.2 million, $464.2 million and $400.8 million for the years ended
December 31, 2021, 2020 and 2019, respectively. ARR as of June 30, 2022 was $615.5 million compared to $526.8 million as of June 30, 2021.

Revenue Churn

We utilize revenue churn, which we previously have referred to simply as churn, to monitor the satisfaction of our customers and evaluate the
effectiveness of our business strategies. We define revenue churn as the amount of any monthly recurring revenue losses due to customer cancellations and
downgrades, net of upgrades and additions of new solutions, during a year, divided by our monthly recurring revenue at the beginning of the year.
Cancellations refer to customers that have either stopped using our services completely or remained a customer but terminated a particular service. Downgrades
are a result of customers taking less of a particular service or renewing their contract for identical services at a lower price. We had annual revenue churn of
5.4%, 5.9% and 5.1% for the years ended December 31, 2021, 2020 and 2019, respectively. Our use of revenue churn has limitations as an analytical tool, and
investors should not consider it in isolation. Other companies in our industry may calculate revenue churn differently, which reduces its usefulness as a
comparative measure.
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Non-GAAP Financial Measures

In addition to financial measures prepared in accordance with GAAP, we use certain non-GAAP financial measures to clarify and enhance our
understanding, and aid in the period-to-period comparison, of our performance. We believe that these non-GAAP financial measures provide supplemental
information that is meaningful when assessing our operating performance because they exclude the impact of certain categories that our management and board
of directors do not consider part of core operating results when assessing our operational performance, allocating resources, preparing annual budgets and
determining compensation. Accordingly, these non-GAAP financial measures may provide insight to investors into the motivation and decision-making of
management in operating the business. Set forth in the tables below are the corresponding GAAP financial measures for each non-GAAP financial measure.
Investors are encouraged to review the reconciliation of each of these non-GAAP financial measures to its most comparable GAAP financial measure included
below. While we believe that these non-GAAP financial measures provide useful supplemental information, non-GAAP financial measures have limitations
and should not be considered in isolation from, or as a substitute for, their most comparable GAAP measures. These non-GAAP financial measures are not
prepared in accordance with GAAP, do not reflect a comprehensive system of accounting and may not be comparable to similarly titled measures of other
companies due to potential differences in their financing and accounting methods, the book value of their assets, their capital structures, the method by which
their assets were acquired and the manner in which they define non-GAAP measures. Items such as the deferred revenue reduction from purchase accounting,
stock-based compensation, acquisition related costs, amortization of acquired technology, amortization of acquired intangible assets and unoccupied lease
charges can have a material impact on our GAAP financial results.

Non-GAAP Revenue

We define non-GAAP revenue as total revenue excluding the impact of purchase accounting. We monitor these measures to assess our performance
because we believe our revenue growth rates would be understated without these adjustments. We believe presenting non-GAAP revenue aids in the
comparability between periods and in assessing our overall operating performance.

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021
Revenue:
GAAP revenue $ 140,309 $ 123,573 $ 274380 $ 240,093
Deferred revenue reduction from purchase accounting 169 595 411 1,123
Total Non-GAAP revenue $ 140,478 $ 124,168 $ 274,791 $ 241,216

Non-GAAP Operating Income

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

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

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

o Stock-based compensation. We provide non-GAAP information that excludes expenses related to stock-based compensation. We believe that the
exclusion of stock-based compensation expense provides for a better comparison of our operating results to prior periods and to our peer companies as
the calculations of stock-based compensation vary from period to period and company to company due to different valuation methodologies,
subjective assumptions and the variety of award types. Because of these unique characteristics of stock-based compensation, we exclude these
expenses when analyzing the organization's business performance.
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* Acquisition related costs. We exclude certain expense items resulting from our evaluation and completion of merger and acquisition opportunities,
such as related legal, accounting and consulting fees, as well as changes in fair value of contingent consideration and retention expense. We consider
these adjustments, to some extent, to be unpredictable and dependent on a significant number of factors that are outside of our control. Furthermore,
merger and acquisition activities result in operating expenses that would not otherwise have been incurred by us in the normal course of our organic
business operations. We believe that providing these non-GAAP measures that exclude acquisition related costs, allows users of our financial
statements to better review and understand the historical and current results of our continuing operations, and also facilitates comparisons to our
historical results and results of less acquisitive peer companies, both with and without such adjustments.

Unoccupied lease charges. We provide non-GAAP information that excludes restructuring charges related to the estimated costs of exiting and
terminating facility lease commitments, as they relate to our corporate restructuring and exit activities. These charges are inconsistent in amount and
are significantly impacted by the timing and nature of these events. Therefore, although we may incur these types of expenses in the future, we believe
that eliminating these charges for purposes of calculating the non-GAAP financial measures facilitates a more meaningful evaluation of our operating

performance and comparisons to our past operating performance.

Three Months Ended June 30, Six Months Ended June 30,

2022 2021 2022 2021
GAAP operating loss (23,784) $ (19,943) $ (45,183) $ (37,456)
Deferred revenue reduction from purchase accounting 169 595 411 1,123
Stock-based compensation 17,517 13,627 31,536 26,722
Acquisition related costs 527 1,294 530 2,260
Amortization of acquired technology 5,603 5,604 11,207 10,761
Amortization of acquired intangibles 4,422 4,563 8,844 8,982
Unoccupied lease charges 129 812 537 812
4,583 $ 6,552 $ 7,882 $ 13,204

Non-GAAP operating income

Adjusted EBITDA

We define adjusted EBITDA as net loss before depreciation, amortization, stock-based compensation, acquisition related costs, provision for income
taxes, interest and other (income) expense, net, deferred revenue reduction from purchase accounting, loss on extinguishment of debt, and unoccupied lease
charges. We believe that adjusted EBITDA provides useful information to investors and others in understanding and evaluating our operating results for the

following reasons:

« adjusted EBITDA is widely used by investors and securities analysts to measure a company's operating performance without regard to items that can
vary substantially from company to company depending upon their financing, capital structures and the method by which assets were acquired;

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

of directors concerning our financial performance;

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

GAAP results; and

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

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

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

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

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

« adjusted EBITDA does not reflect interest or tax payments that could reduce cash available for use; and
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* other companies, including companies in our industry, might calculate adjusted EBITDA or similarly titled measures differently, which reduces their
usefulness as comparative measures.

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

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021

Reconciliation of net loss to adjusted EBITDA:

Net loss $ (25222) $ (30,127) $ (48,781) $ (55,782)
Deferred revenue reduction from purchase accounting 169 595 411 1,123
Stock-based compensation 17,517 13,627 31,536 26,722
Acquisition related costs 527 1,294 530 2,260
Depreciation and amortization 15,027 13,586 29,946 26,498
Unoccupied lease charges 129 812 537 812
Provision for income taxes 340 178 1,704 313
Loss on extinguishment of debt — 1,513 — 1,513
Interest and other (income) expense, net 1,176 8,388 1,838 16,295

Adjusted EBITDA $ 9,663 § 9,866 $ 17,721  $ 19,754

Components of Operating Results

Revenues

Revenue-generating activities directly relate to the sale, implementation and support of our solutions within a single operating segment. We derive the
majority of our revenues from subscription fees for the use of our solutions hosted in either our data centers or with cloud-based services, transactional revenue
from bill-pay solutions, and revenues for customer support and implementation services related to our solutions. We recognize the corresponding revenues over
time on a ratable basis over the customer agreement term. A small portion of our revenues are derived from customers which host and manage our solutions on-
premises or in third-party data centers under term license and maintenance agreements. We recognize the software license revenue once the customer obtains
control of the license and the remaining arrangement consideration for maintenance revenue over time on a ratable basis over the term of the software license.

Subscription fees are based on the number of solutions purchased by our customers, the number of End Users using the solutions and the number of bill-
pay and certain other transactions those users conduct using our solutions in excess of the levels included in our standard subscription fee. Subscription fees are
billed monthly, quarterly or annually and are recognized monthly over the term of our customer agreements. The initial term of our digital banking platform
agreements averages over five years, although it varies by customer. The structure and terms of our newer lending arrangements vary, but generally are also
sold on a subscription basis through our direct sales organization, and the related revenues are recognized over the terms of the customer agreements. The
structure and terms of our Helix arrangements with FinTechs and Brands vary, but typically involve relatively lower contracted minimum revenues and instead
emphasize usage-based revenue, with such revenue recognized as it is incurred. We begin recognizing subscription fees when the control of the service
transfers to the customer, generally when the solution is implemented and made available to the customer. We recognize revenue for bill-pay transaction
services generated when End Users utilize debit cards integrated with its Q2 CorePro API or Q2 Biller Direct products in the month incurred based on actual or
estimated transactions. The timing of our implementations varies period-to-period based on our implementation capacity, the number of solutions purchased by
our customers, the size and unique needs of our customers and the readiness of our customers to implement our solutions. We recognize any related
implementation services revenues ratably over the initial customer agreement term beginning on the date we commence recognizing subscription fees. Contract
asset balances arise primarily when we provide services in advance of billing for those services. Amounts that have been invoiced but not paid are recorded in
accounts receivable or other long-term assets, depending on the timing of expected billing, and in revenues or deferred revenues, depending on when control of
the service transfers to the customer.

As a result of the economic and operational impact of the COVID-19 pandemic on our customers, in 2020 and 2021 our bookings, in particular with
respect to new customer agreements, were adversely impacted relative to pre-pandemic levels. Specifically, we experienced delays and unpredictability in the
purchasing decisions of our customers and prospective customers and a slowing of net new customer deals, relative to pre-pandemic levels, partially offset by
an increase in cross sales of additional features and functionality to our existing customer base due to the increased utilization and demand for digital banking
solutions caused by the decreased in-branch operations resulting from the COVID-19 pandemic. However, during the second half of 2021, we observed an
improved sales environment relative to 2020 and the first half of 2021, which we
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continued to observe in the first half of 2022 and we believe we will continue to observe for the remainder of 2022, although we are assessing what impacts the
current inflationary environment and a potential global macro-economic slowdown could have on our business for the remainder of 2022 and into 2023.
However, our revenues for 2022 will continue to reflect the negative impact from suppressed demand from 2020 and the first half of 2021 and the duration and
impacts of the COVID-19 pandemic and the geopolitical uncertainties caused by Russia's invasion of Ukraine continue to be highly unpredictable and may
continue to disrupt any seasonality trends that may otherwise typically be inherent in our historical operating results.

Cost of Revenues

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

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

We capitalize certain software development costs for those employees who are directly associated with and who devote time to developing our software
solutions on an individual product basis, including those related to programmers, software engineers and quality control teams, as well as third-party
development costs. Software development costs are amortized to cost of revenues when products, upgrades and enhancements are released or made available
over the products' estimated economic lives.

We intend to continue to increase our investments in our implementation and customer support teams and technology infrastructure to serve our
customers and support our growth. Over the long-term, we expect cost of revenues to continue to grow in absolute dollars as we grow our business, but to
fluctuate as a percentage of revenues based principally on the level and timing of implementation support activities, timing of capitalized software development
costs, debit card related pass-through fees, and other related costs.

Operating Expenses

Operating expenses consist of sales and marketing, research and development and general and administrative expenses. They also include costs related to
our acquisitions and the resulting amortization of acquired intangible assets from those acquisitions. Over the long term, we intend to continue to hire new
employees and make other investments to support our anticipated growth. As a result, we expect our operating expenses to increase in absolute dollars but to
decrease as a percentage of revenues over the long term as we grow our business.

During the past twelve months, we experienced an exceptionally challenging hiring environment, and we have seen and expect to continue to see
continued intense competition for technical talent in the remainder of 2022, which has and may continue to have the potential to drive increased inflation in the
wages we have to pay to hire and retain qualified employees and the incremental expenses related to the initial hiring process including an increased utilization
of paid third parties to identify and hire talent. Additionally, while throughout 2021 most of our employees continued to work remotely from home and we
suspended most non-essential business travel and conference participation, during the first half of 2022 some of these activities, including costs associated with
onsite attendance, resumed and we expect them to continue for the remainder of 2022. As a result, we anticipate that we will continue to see a gradual increase
in certain costs associated with operating physical locations and facilitating employee travel during 2022. As we navigate the reopening of our onsite facilities,
we believe employee preferences between remote, hybrid and onsite attendance are likely to change over time, and we will continue to adapt our physical
facilities and IT infrastructure to accommodate a safe and successful work experience for our onsite, hybrid and remote employees.
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Sales and Marketing

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

Sales and marketing expenses as a percentage of total revenues will change in any given period based on several factors including the addition of newly
hired sales professionals, the number and timing of newly-installed customers and the amount of sales commissions expense amortized related to those
customers. Commissions are generally capitalized and then amortized over the expected period of customer benefit.

Research and Development

We believe that continuing to improve and enhance our solutions is essential to maintaining our reputation for innovation and growing our customer base
and revenues. Research and development expenses include salaries and personnel-related costs, including employee benefits, bonuses and stock-based
compensation, third-party contractor expenses, software development costs, allocated overhead and other related expenses incurred in developing new
solutions and enhancing existing solutions.

Certain research and development costs that are related to our software development, which include salaries and other personnel-related costs, including
employee benefits and bonuses attributed to programmers, software engineers and quality control teams working on our software solutions, are capitalized and
are included in intangible assets, net on the condensed consolidated balance sheets. We intend to continue our investments in our software development teams
and the associated technology in order to serve our customers and support our growth.

General and Administrative

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

Acquisition Related Costs

Acquisition related costs include compensation expenses related to milestone provisions and retention agreements with certain former shareholders and
employees of acquired businesses, which are recognized as earned, changes in fair value of the contingent consideration related to potential acquisition earnout
payments and various legal and professional service expenses incurred in connection with merger and acquisition related matters, which are recognized when
incurred.

Amortization of Acquired Intangibles

Amortization of acquired intangibles represents the amortization of intangibles recorded in connection with our business acquisitions which are amortized
on a straight-line basis over the estimated useful lives of the related assets.

Unoccupied Lease Charges

Unoccupied lease charges include costs related to the early vacating of certain facilities, partially offset by anticipated sublease income from the
associated facilities.

Total Other Income (Expense), Net

Total other income (expense), net, consists primarily of interest income and expense, other non-operating income and expense, loss on disposal of long-
lived assets, foreign currency translation adjustment and loss on extinguishment of debt. We earn interest income on our cash, cash equivalents and
investments. Interest expense consists primarily of the interest from the amortization of debt discount prior to the adoption of ASU 2020-06, issuance costs, and
coupon interest attributable to our convertible notes issued in February 2018, or 2023 Notes, our convertible notes issued in June 2019, or 2026 Notes, and our
convertible notes issued in November 2020, or 2025 Notes, as well as fees and interest associated with the letter of credit issued to our landlord for the security
deposit for our corporate headquarters.

Provision for Income Taxes

As a result of our current net operating loss position, current income tax expenses and benefits consist primarily of state income tax expense, deferred
income tax expense relating to the tax amortization of recently acquired goodwill and income tax expense from foreign operations.
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Results of Operations

Condensed Consolidated Statements of Operations

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

Revenues®

Cost of revenues®

Gross profit

Operating expenses:
Sales and marketing
Research and development
General and administrative
Acquisition related costs
Amortization of acquired intangibles
Unoccupied lease charges®

Total operating expenses

Loss from operations

Total other income (expense), net

Loss before income taxes

Provision for income taxes

Net loss

Three Months Ended June 30, Six Months Ended June 30,

2022 2021 2022 2021
$ 140,309 $ 123,573  $ 274380 $ 240,093
77,421 68,233 151,093 131,552
62,888 55,340 123,287 108,541
26,477 20,587 51,743 40,403
31,832 29,429 62,963 56,224
23,285 18,704 43,853 37,538
527 1,188 530 2,038
4,422 4,563 8,844 8,982
129 812 537 812
86,672 75,283 168,470 145,997
(23,784) (19,943) (45,183) (37,456)
(1,098) (10,006) (1,894) (18,013)
(24,882) (29,949) (47,077) (55,469)
(340) (178) (1,704) (313)
$ (25222) $ (30,127) $ (48,781) $ (55,782)

(M 1Includes deferred revenue reduction from purchase accounting of $0.2 million and $0.6 million for the three months ended June 30, 2022 and 2021, respectively, and $0.4

million and $1.1 million for the six months ended June 30, 2022 and 2021, respectively.

@ Includes amortization of acquired technology of $5.6 million for each of the three months ended June 30, 2022 and 2021 and $11.2 million and $10.8 million for the six

months ended June 30, 2022 and 2021, respectively.

®) Unoccupied lease charges include costs related to the early vacating of various facilities, partially offset by anticipated sublease income from these facilities. For the three and
six months ended June 30, 2022, the charges related to an updated assessment of facilities in Texas, North Carolina and Georgia, and for the three and six months ended
June 30, 2021, the charges related to an updated assessment of facilities in Georgia and Texas.
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The following table sets forth our condensed consolidated statements of operations data as a percentage of revenues for each of the periods indicated:

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021
Revenues") 100.0 % 100.0 % 100.0 % 100.0 %
Cost of revenues® 55.2 55.2 55.1 54.8
Gross profit 44.8 44.8 44.9 45.2
Operating expenses:
Sales and marketing 18.9 16.7 18.9 16.8
Research and development 22.7 23.8 229 23.4
General and administrative 16.6 15.1 16.0 15.6
Acquisition related costs 0.4 1.0 0.2 0.8
Amortization of acquired intangibles 32 3.7 32 3.7
Unoccupied lease charges® 0.1 0.7 0.2 0.3
Total operating expenses 61.8 60.9 61.4 60.8
Loss from operations (17.0) (16.1) (16.5) (15.6)
Total other income (expense), net (0.8) (8.1) 0.7) (7.5)
Loss before income taxes 17.7) (24.2) (17.2) (23.1)
Provision for income taxes (0.2) (0.1) (0.6) (0.1)
Net loss (18.0)% 24.9)% (17.8)% (23.2)%

M Includes deferred revenue reduction from purchase accounting of 0.1% and 0.5% for the three months ended June 30, 2022 and 2021, respectively, and 0.1% and 0.5% for the
six months ended June 30, 2022 and 2021, respectively.

@ Includes amortization of acquired technology of 4.0% and 4.5% for the three months ended June 30, 2022 and 2021, respectively, and 4.1% and 4.5% for the six months ended
June 30, 2022 and 2021, respectively.

() Unoccupied lease charges include costs related to the early vacating of various facilities, partially offset by anticipated sublease income from these facilities. For the three and
six months ended June 30, 2022, the charges related to an updated assessment of facilities in Texas, North Carolina and Georgia, and for the three and six months ended
June 30, 2021, the charges related to an updated assessment of facilities in Georgia and Texas.

Due to rounding, totals may not equal the sum of the line items in the tables above.

Comparison of the Three and Six Months Ended June 30, 2022 and 2021

Revenues

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

Three Months Ended June 30, Change Six Months Ended June 30, Change
2022 2021 $ (%) 2022 2021 $ (%)
Revenues $ 140,309 $ 123,573 §$ 16,736 135% $ 274,380 $ 240,093 $ 34,287 14.3 %

Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021. Revenues increased by $16.7 million, or 13.5%, from $123.6
million for the three months ended June 30, 2021 to $140.3 million for the three months ended June 30, 2022. This increase in revenue was primarily

attributable to the sale of additional solutions to new and existing customers, growth in Registered Users from new and existing customers, and an increase in
debit card related pass-through fees.

Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2021. Revenues increased by $34.3 million, or 14.3%, from $240.1 million for
the six months ended June 30, 2021 to $274.4 million for the six months ended June 30, 2022. This increase in revenue was primarily attributable to the sale of

additional solutions to new and existing customers, growth in Registered Users from new and existing customers, and an increase in debit card related pass-
through fees.
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Cost of Revenues

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

Three Months Ended June 30, Change Six Months Ended June 30, Change
2022 2021 $ (%) 2022 2021 $ (%)
Cost of revenues $ 77,421 $ 68,233 $ 9,188 135% $ 151,093 $ 131,552 $ 19,541 14.9 %
Percentage of revenues 552 % 55.2% 55.1% 54.8 %

Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021. Cost of revenues increased by $9.2 million, or 13.5%, from $68.2
million for the three months ended June 30, 2021 to $77.4 million for the three months ended June 30, 2022. This increase was primarily attributable to a $3.3
million increase in third-party costs related to intellectual property included in our solutions, transaction processing costs incurred as a result of the increase in
End Users from new and existing customers, as well as a higher mix of debit card related pass-through fees, a $2.8 million increase in personnel and hiring
costs due to an increase in the number of personnel who provide implementation and customer support services and maintain our data centers and other
technical infrastructure, a $1.2 million increase in co-location facility costs and depreciation for our data center assets resulting from the increased
infrastructure necessary to support our growing customer base, a $1.0 million increase in overhead costs and other discretionary and travel-related expenses
and a $0.7 million increase from amortization of capitalized implementation services.

Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2021. Cost of revenues increased by $19.5 million, or 14.9%, from $131.6
million for the six months ended June 30, 2021 to $151.1 million for the six months ended June 30, 2022. This increase was primarily attributable to a $7.4
million increase in third-party costs related to intellectual property included in our solutions, transaction processing costs incurred as a result of the increase in
End Users from new and existing customers, as well as a higher mix of debit card related pass-through fees, a $5.1 million increase in personnel and hiring
costs due to an increase in the number of personnel who provide implementation and customer support services and maintain our data centers and other
technical infrastructure, a $3.8 million increase in co-location facility costs and depreciation for our data center assets resulting from the increased
infrastructure necessary to support our growing customer base, a $1.6 million increase in overhead costs and other discretionary and travel-related expenses, a
$1.0 million increase from amortization of capitalized implementation services and a $0.4 million increase from amortization of acquired customer technology
resulting from the ClickSWITCH business acquired in the second quarter of 2021.

We defer certain personnel and other costs directly related to the implementation of our solutions to the extent those costs are recoverable from future
revenues. However, a substantial portion of our implementation costs are not eligible for deferral and, as a result, are expensed in the period incurred. Costs
related to implementations that have been deferred are amortized over the expected period of customer benefit. Additionally, we invest in personnel, business
processes and systems infrastructure to standardize our business processes and drive future efficiency in our implementations, customer support and data center
operations. We expect these investments will increase cost of revenues in absolute dollars as we continue to make investments in capacity, process
improvement and systems infrastructure, and we expect such expenses to decline as a percentage of revenue as our operations continue to scale and revenues
Srow.

Operating Expenses

The following tables present our operating expenses for each of the periods indicated (dollars in thousands):

Sales and Marketing
Three Months Ended June 30, Change Six Months Ended June 30, Change
2022 2021 $ (%) 2022 2021 $ (%)
Sales and marketing $ 26,477 $ 20,587 $ 5,890 28.6% $ 51,743 $ 40,403 $ 11,340 28.1 %
Percentage of revenues 18.9 % 16.7 % 18.9 % 16.8 %
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Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021. Sales and marketing expenses increased by $5.9 million, or 28.6%,
from $20.6 million for the three months ended June 30, 2021 to $26.5 million for the three months ended June 30, 2022. This increase was primarily
attributable to a $3.3 million increase in personnel and hiring costs due to the growth of our sales and marketing organizations to support current and projected
bookings and revenue growth, a $1.2 million increase in other discretionary expenses, including stadium sponsorship expenses, a $0.7 million increase in
travel-related expenses and a $0.4 million increase in overhead costs.

Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2021. Sales and marketing expenses increased by $11.3 million, or 28.1%,
from $40.4 million for the six months ended June 30, 2021 to $51.7 million for the six months ended June 30, 2022. This increase was primarily attributable to
a $6.9 million increase in personnel and hiring costs due to the growth of our sales and marketing organizations to support current and projected bookings and
revenue growth, a $2.3 million increase in other discretionary expenses, including stadium sponsorship expenses, a $1.0 million increase in travel-related
expenses and a $0.8 million increase in overhead costs.

We anticipate that sales and marketing expenses will continue to increase in absolute dollars in the future as we add personnel to support our revenue
growth and as we increase marketing spend to attract new customers, retain and grow existing customers and build brand awareness. While we anticipate sales
and marketing expenses as a percentage of revenue may fluctuate on a quarter-over-quarter basis, we expect such expenses to decline as a percentage of our
revenues over the longer-term as our revenues grow.

Research and Development

Three Months Ended June 30, Change Six Months Ended June 30, Change
2022 2021 $ (%) 2022 2021 $ (%)
Research and
development $ 31,832 $ 29,429 $ 2,403 82% $ 62,963 $ 56,224 $ 6,739 12.0 %
Percentage of revenues 22.7% 23.8% 22.9% 23.4%

Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021. Research and development expenses increased by $2.4 million, or
8.2%, from $29.4 million for the three months ended June 30, 2021 to $31.8 million for the three months ended June 30, 2022. This increase was primarily
attributable to a $4.6 million increase in personnel and hiring costs as a result of the growth in our research and development organization to support continued
enhancements to our solutions and a $0.9 million increase in overhead and other discretionary and travel-related expenses. These increases were partially offset
by a $3.3 million decrease as a result of increased capitalized software development costs.

Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2021. Research and development expenses increased by $6.7 million, or
12.0%, from $56.2 million for the six months ended June 30, 2021 to $63.0 million for the six months ended June 30, 2022. This increase was primarily
attributable to a $10.5 million increase in personnel and hiring costs as a result of the growth in our research and development organization to support
continued enhancements to our solutions and a $1.9 million increase in overhead and other discretionary and travel-related expenses. These increases were
partially offset by a $6.0 million decrease as a result of increased capitalized software development costs.

We anticipate that research and development expenses will increase in absolute dollars in the future as we continue to support and expand our platform
and enhance our existing solutions, as we believe existing customers will have an increased focus on maintaining and improving their digital banking offerings,
including functionality such as digital account opening and online lending.

General and Administrative

Three Months Ended June 30, Change Six Months Ended June 30, Change
2022 2021 $ (%) 2022 2021 $ (%)
General and
administrative $ 23,285 $ 18,704 $ 4,581 245% $ 43,853 $ 37,538 $ 6,315 16.8 %
Percentage of revenues 16.6 % 15.1 % 16.0 % 15.6 %
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Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021. General and administrative expenses increased by $4.6 million, or
24.5%, from $18.7 million for the three months ended June 30, 2021 to $23.3 million for the three months ended June 30, 2022. The increase in general and
administrative expenses was primarily attributable to a $3.1 million increase in personnel and hiring costs to support the growth of our business, a $0.7 million
increase in bad debt expense due to additional credit losses and a $0.6 million increase in overhead and other discretionary and travel-related expenses.

Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2021. General and administrative expenses increased by $6.3 million, or
16.8%, from $37.5 million for the six months ended June 30, 2021 to $43.9 million for the six months ended June 30, 2022. The increase in general and
administrative expenses was primarily attributable to a $4.1 million increase in personnel and hiring costs to support the growth of our business, a $1.1 million
increase in overhead and other discretionary and travel-related expenses and a $0.7 million increase in bad debt expense.

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

Acquisition Related Costs

Three Months Ended June 30, Change Six Months Ended June 30, Change
2022 2021 $ (%) 2022 2021 $ (%)
Acquisition related
costs $ 527 $ 1,188 $ (661) (55.6)% $ 530 $ 2,038 $ (1,508) (74.0)%
Percentage of revenues 0.4 % 1.0 % 0.2% 0.8 %

Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021. Acquisition related costs decreased by $0.7 million, or 55.6%,
from $1.2 million for the three months ended June 30, 2021 to $0.5 million for the three months ended June 30, 2022. Acquisition related costs for the three
months ended June 30, 2022 consisted of various legal and professional expenses incurred in connection with merger and acquisition activities. Acquisition
related costs for the three months ended June 30, 2021 included $0.7 million of legal, professional services and other costs related to our acquisition of
ClickSWITCH on April 1, 2021 and $0.5 million of compensation expense primarily related to the retention bonuses for employees of previous acquisitions.

Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2021. Acquisition related costs decreased by $1.5 million, or 74.0%, from $2.0
million for the six months ended June 30, 2021 to $0.5 million for the six months ended June 30, 2022. Acquisition related costs for the six months ended June
30, 2022 consisted of various legal and professional expenses incurred in connection with merger and acquisition activities. Acquisition related costs for the six
months ended June 30, 2021 included $1.1 million of legal, professional services and other costs related to our acquisition of ClickSWITCH on April 1, 2021
and $0.9 million of compensation expense primarily related to the retention bonuses for employees of previous acquisitions.

Amortization of Acquired Intangibles

Three Months Ended June 30, Change Six Months Ended June 30, Change
2022 2021 $ (%) 2022 2021 $ (%)
Amortization of
acquired intangibles $ 4422 $ 4563 S (141) G.1)% $ 8,844  $ 8,982 § (138) (1.5)%
Percentage of revenues 32% 3.7% 32% 3.7%

Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021. Amortization of acquired intangibles decreased by $0.1 million, or
3.1%, from the three months ended June 30, 2021 to the three months ended June 30, 2022. The acquired intangible assets are related to previously disclosed
business combinations. The decrease was due to decreases in amortization of intangible assets that became fully amortized.
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Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2021. Amortization of acquired intangibles decreased by $0.1 million, or
1.5%, from the six months ended June 30, 2021 to the six months ended June 30, 2022. The acquired intangible assets are related to previously disclosed
business combinations. The decrease was due to decreases in amortization of intangible assets that became fully amortized.

Unoccupied Lease Charges

Three Months Ended June 30, Change Six Months Ended June 30, Change
2022 2021 $ (%) 2022 2021 $ (%)
Unoccupied lease
charges $ 129 $ 812 $ (683) ®B4.1)% $ 537 $ 812 $ (275) (33.9)%
Percentage of revenues 0.1% 0.7 % 0.2% 0.3 %

Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021. Unoccupied lease charges decreased by $0.7 million, or 84.1%,
from $0.8 million for the three months ended June 30, 2021 to $0.1 million for the three months ended June 30, 2022. During the three months ended June 30,
2022, the charges included additional costs related to an updated assessment of facilities in Texas, North Carolina and Georgia, partially offset by anticipated
sublease income from these facilities. During the three months ended June 30, 2021, the charges included costs related to an updated assessment of leases in
Georgia and Texas, partially offset by anticipated sublease income from these facilities.

Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2021. Unoccupied lease charges decreased by $0.3 million or 33.9%, from
$0.8 million for the six months ended June 30, 2021 to $0.5 million for the six months ended June 30, 2022. During the six months ended June 30, 2022, the
charges included additional costs related to an updated assessment of facilities in Texas, North Carolina and Georgia, partially offset by anticipated sublease
income from these facilities. During the six months ended June 30, 2021, the charges included costs related to an updated assessment of leases in Georgia and
Texas, partially offset by anticipated sublease income from these facilities.

Total Other Income (Expense), Net

Three Months Ended June 30, Change Six Months Ended June 30, Change
2022 2021 $ (%) 2022 2021 $ (%)
Total other income
(expense), net $ (1,098) $ (10,006) $ 8,908 89.0% $ (1,894) $ (18,013) $ 16,119 89.5 %
Percentage of revenues (0.8)% 8.1)% 0.7% (7.5)%

Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021. Total other income (expense), net represented a net expense of $1.1
million for the three months ended June 30, 2022 compared to a net expense of $10.0 million for the three months ended June 30, 2021. The change was
primarily due to a $6.5 million decrease in non-cash interest expense related to our convertible notes as a result of the adoption of ASU No. 2020-06 on January
1, 2022. Under ASU No. 2020-06, convertible notes will no longer be separated into a debt and equity component, thereby eliminating the discount associated
with the equity component and the interest expense associated with such a discount. We also had a $0.4 million increase in income from money market
accounts and investments. Additional increases resulted from a $1.5 million loss from the early extinguishment of a portion of our 2023 Notes and a $0.3
million decrease in loss on disposal of long-lived assets during the three months ended June 30, 2021.

Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2021. Total other income (expense), net represented a net expense of $1.9
million for the six months ended June 30, 2022 compared to a net expense of $18.0 million for the six months ended June 30, 2021. The change was primarily
due to a $13.0 million decrease in non-cash interest expense related to our convertible notes as a result of the aforementioned adoption of ASU No. 2020-06 on
January 1, 2022, a $0.7 million increase in other income related to a gain resulting from a favorable settlement of an ordinary course dispute and a $0.4 million
increase in income from money market accounts and investments. Additional increases resulted from a $1.5 million loss from the early extinguishment of a
portion of our 2023 Notes and a $0.3 million decrease in loss on disposal of long-lived assets during the comparable period ended June 30, 2021.
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Provision for income taxes

Three Months Ended June 30, Change Six Months Ended June 30, Change
2022 2021 $ (%) 2022 2021 $ (%)
Provision for income
taxes $ (340) $ (178) % (162) 91.0% $ (1,704)  $ (313) $ (1,391) 444.4 %
Percentage of revenues 0.2)% (0.1)% (0.6)% 0.)%

Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021. Total provision for income taxes represented an expense of $0.3
million for the three months ended June 30, 2022 compared to an expense of $0.2 million for the three months ended June 30, 2021. As a result of our current
net operating loss position, income tax expense for the three months ended June 30, 2022 consisted primarily of $0.1 million in state income tax, federal
income tax of $0.1 million relating to the tax amortization of recently acquired goodwill and $0.1 million in foreign income tax. The income tax expense for
three months ended June 30, 2021 consisted primarily of federal income taxes of $0.2 million relating to the tax amortization of recently acquired goodwill,
$0.1 million in foreign and state income tax expense, partially offset by $0.1 million in income tax benefit from the acquisition of ClickSWITCH.

Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2021. Total provision for income taxes represented an expense of $1.7 million
for the six months ended June 30, 2022 compared to an expense of $0.3 million for the six months ended June 30, 2021. As a result of our current net operating
loss position, income tax expense for the six months ended June 30, 2022 consisted primarily of $1.0 million in state income tax, including $0.6 million related
to uncertain tax positions, federal income tax of $0.4 million relating to tax amortization of recently acquired goodwill and $0.3 million in foreign income tax.
The income tax expense for the six months ended June 30, 2021 consist primarily of federal income taxes of $0.4 million relating to the tax amortization of
recently acquired goodwill and $0.3 million in income tax expense from foreign operations, partially offset by $0.3 million in state income tax benefit and $0.1
million in income tax benefit from the acquisition of ClickSWITCH.

Seasonality and Quarterly Results

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

While we believe the pandemic and related re-opening efforts have increased the importance and prominence of digital financial solutions, the increased
economic uncertainty, reduced economic activity, including consumer and business spending, and challenges associated with re-opening resulted in delays in
certain purchasing decisions and implementations during 2020 and 2021. During the second half of 2021, we observed an improved sales environment relative
to 2020 and the first half of 2021, which we continue to observe during the first half of 2022 and we believe we will continue to observe for the remainder of
2022, although we are assessing what impacts a political global macro-environment slowdown could have on our business for the remainder of 2022 and into
2023. Additionally, the duration and impacts of the COVID-19 pandemic and the geopolitical uncertainties caused by Russia's invasion of Ukraine continue to
be highly unpredictable and may continue to disrupt any seasonality trends that may otherwise typically be inherent in our historical operating results.

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

We have financed our operations primarily through the proceeds from the issuance of common stock from our initial public offering in March 2014,
additional registered common stock offerings, including our June 2019 and May 2020 common stock offerings, our February 2018 convertible note offering,
our June 2019 convertible note offering, our November 2020 convertible note offering, and cash flows from operations. As of June 30, 2022, our principal
sources of liquidity were cash, cash equivalents and investments of $399.3 million. Based upon our current levels of operations, we believe that our cash flow
from operations along with our other sources of liquidity are adequate to meet our cash requirements for the next twelve months. However, if we determine the
need for additional short-term liquidity, there is no assurance that such financing, if pursued, would be adequate or available on terms acceptable to us.

Cash Flows

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

Six Months Ended June 30,

2022 2021
Net cash provided by (used in):
Operating activities $ (14,395) $ 6,009
Investing activities (100,137) (43,780)
Financing activities 2,803 (52,487)
Net increase (decrease) in cash, cash equivalents, and restricted cash $ (111,729) § (90,258)

Cash Flows from Operating Activities

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

For the six months ended June 30, 2022, our net cash and cash equivalents used in operating activities was $14.4 million, which consisted of a net loss of
$48.8 million and cash outflows from changes in operating assets and liabilities of $43.8 million, partially offset by non-cash adjustments of $78.1 million. The
primary drivers of the changes in operating assets and liabilities were a $16.0 million decrease in accounts payable and accrued liabilities due to timing of
payments in support of our expanding customer base and related growth in our technical infrastructure and payment of annual bonuses during the first quarter,
a $11.7 million increase in deferred solution and implementation costs due to our increased customer growth and new and existing customers undergoing
implementations during the period and a $7.7 million decrease in deferred revenue due to the recognition of revenue from prior payments exceeding receipts
from customers during the period. Non-cash adjustments primarily consisted of stock-based compensation, depreciation and amortization, amortization of
deferred implementation and deferred solution and other costs and amortization of debt issuance costs.

For the six months ended June 30, 2021, our net cash and cash equivalents provided by operating activities was $6.0 million, which consisted of a net loss
of $55.8 million and cash outflows from changes in operating assets and liabilities of $21.1 million, offset by non-cash adjustments of $82.9 million. The
primary drivers of the changes in operating assets and liabilities related to a $17.5 million increase in deferred solution and implementation costs due to our
increased customer growth and new and existing customers undergoing implementations during the period and a $4.9 million decrease in other long-term
liabilities. Non-cash adjustments primarily consisted of depreciation and amortization, stock-based compensation, amortization of deferred implementation and
deferred solution and other costs and amortization of debt discount and debt issuance costs.

Cash Flows from Investing Activities

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

For the six months ended June 30, 2022, our net cash used in investing activities was $100.1 million, consisting of $141.7 million from purchases of
investments, $9.5 million from capitalized software development costs and $5.1 million for the purchase of property and equipment, partially offset by $56.1
million from maturities of investments.
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For the six months ended June 30, 2021, our net cash used in investing activities was $43.8 million, consisting of $64.7 million for the acquisition of
ClickSWITCH, net of cash acquired, $53.6 million from purchases of investments, $14.4 million for the purchase of property and equipment and $2.3 million
from capitalized software development costs, partially offset by $91.1 million from maturities of investments.

Cash Flows from Financing Activities

Our financing activities for the six months ended June 30, 2022 consisted solely of cash received from exercises of stock options and contributions to our
Employee Stock Purchase Plan, or ESPP, to purchase our common stock of $2.8 million.

For the six months ended June 30, 2021, net cash used in financing activities was $52.5 million, consisting of $63.7 million for the partial repurchase of
the 2023 Notes, partially offset by $6.6 million of net proceeds received in connection with the early termination of bond hedges and warrants related to the
2023 Notes and $4.6 million of cash received from the exercise of stock options.

Contractual Obligations and Commitments

Our principal commitments consist of the 2023 Notes, 2025 Notes, 2026 Notes, non-cancelable operating leases related to our facilities, minimum
purchase commitments for sponsorship obligations, third-party products, co-location fees and other product costs. Our obligations under our convertible senior
notes are described in Note 7 to our condensed consolidated financial statements included in this Quarterly Report on Form 10-Q. Information regarding our
non-cancellable lease and other purchase commitments as of the six months ended June 30, 2022 can be found in Note 6 to our condensed consolidated
financial statements included in this Quarterly Report on Form 10-Q.

Recent Accounting Pronouncements

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

Critical Accounting Policies and Estimates

The preparation of our interim unaudited condensed consolidated financial statements in accordance with GAAP requires estimates, judgments and
assumptions that affect the reported amounts and classifications of assets and liabilities, revenues and expenses and the related disclosures of contingent
liabilities in our interim unaudited condensed consolidated financial statements and accompanying notes. The SEC has defined a company's critical accounting
policies as the ones that are most important to the portrayal of the company's financial condition and results of operations, and which require the company to
make its most difficult and subjective judgments, often as a result of the need to make estimates of matters that are inherently uncertain. Based on this
definition, we have identified the following critical accounting policies and estimates:

* Revenue recognition;

¢ Contract balances;

» Accounts receivable;

¢ Deferred revenues;

* Deferred implementation costs;

* Deferred solution and other costs;
* Stock-based compensation;

« Convertible senior notes;

» Purchase price allocation, intangible assets and goodwill;
* Software development costs; and
* Income taxes.

We have other key accounting policies which involve the use of estimates, judgments and assumptions that are significant to understanding our results.
See Note 2 - Summary of Significant Accounting Policies to the interim unaudited condensed consolidated financial statements included in this Quarterly
Report on Form 10-Q. Of those policies, we believe that the accounting policies enumerated above involve the greatest degree of complexity and exercise of
judgment by our management.
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During the six months ended June 30, 2022, except for the adoption of ASU 2020-06 and implementation of our ESPP program, there were no significant
changes in our critical accounting policies or estimates, which were included in the consolidated financial statements and the accompanying notes for the fiscal
year ended December 31, 2021, which are included in our Annual Report on Form 10-K, filed with the SEC on February 16, 2022.

We evaluate our estimates, judgments and assumptions on an ongoing basis, and while we believe that our estimates, judgments and assumptions are
reasonable, they are based upon information available at the time. Actual results may differ significantly from these estimates under different assumptions,
judgments or conditions.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

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

Interest Rate Risk

We have cash and cash equivalents held primarily in cash and money market funds. In addition, we have marketable securities which typically include
U.S. government securities, corporate bonds and commercial paper and certificates of deposit. Cash and cash equivalents are held for working capital purposes.
Marketable securities are held and invested with capital preservation as the primary objective. Due to the short-term nature of these investments, we believe
that we do not have any material exposure to changes in the fair value of our investment portfolio as a result of changes in interest rates. Any declines in
interest rates will reduce future interest income. If overall interest rates fell by 10% in 2022 or 2021, our interest income would not have been materially
affected. As of June 30, 2022, we had an outstanding principal amount of $327.2 million of 2023 Notes and 2026 Notes, which each have a fixed annual
interest rate of 0.75% and an outstanding principal amount of $350.0 million of 2025 Notes with a fixed annual interest rate of 0.125%.

Foreign Currency Risk

During 2018, we commenced international operations. As a result, our results of operations and cash flows are subject to fluctuations due to changes in
foreign currency exchange rates. As of June 30, 2022, our most significant currency exposures were the Indian rupee, British pound, and Australian dollar. As
of June 30, 2022, we had operating subsidiaries in India, the United Kingdom and Australia. Due to the relatively low volume of payments made by us through
these foreign subsidiaries, we do not believe we have significant exposure to foreign currency exchange risks. However, fluctuations in currency exchange
rates could harm our results of operations in the future.

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

Inflation Risk

We do not believe that inflation has had a material effect on our business, financial condition or results of operations. Nonetheless, if our costs were to
become subject to significant inflationary pressures, we may not be able to fully offset such higher costs through price increases. Our inability or failure to do
so could harm our business, financial condition and results of operations.
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Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

The term "disclosure controls and procedures," as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act refers to controls and procedures that
are designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded,
processed, summarized and reported, within the time periods specified in the SEC's rules and forms. Disclosure controls and procedures include, without
limitation, controls and procedures designed to ensure that such information is accumulated and communicated to a company's management, including its
principal executive and principal financial officers, as appropriate to allow timely decisions regarding required disclosure.

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our disclosure
controls and procedures as of June 30, 2022, the end of the period covered by this Quarterly Report on Form 10-Q. Based upon such evaluation, our Chief
Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures were effective as of such date.

Changes in Internal Control over Financial Reporting

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

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

Item 1A. Risk Factors.

Reference is made to the factors set forth under the caption "Special Note Regarding Forward-Looking Statements" above in this Quarterly Report on
Form 10-Q and other risk factors described in Part I, Item 1A of our Annual Report on Form 10-K for the fiscal year ended December 31, 2021, which are
incorporated herein by reference. There have been no material changes from the risk factors disclosed in our Annual Report on Form 10-K for the fiscal year
ended December 31, 2021.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
(a) Sales of Unregistered Securities
None.
(b) Use of Proceeds
None.
(c) Repurchases
None.
Item 3. Defaults Upon Senior Securities.
None.
Item 4. Mine Safety Disclosures.
Not applicable.
Item 5. Other Information.
None.
Item 6. Exhibits.

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

Description of Document

Fifth Amended and Restated Certificate of Incorporation of the Registrant (filed as Exhibit 3.1 to the Registrant's Current Report on
Form 8-K filed with the Securities and Exchange Commission on June 12, 2019).

Amended and Restated Bylaws of the Registrant (filed as Exhibit 3.2 to the Registrant's Current Report on Form 8-K filed with the
Securities and Exchange Commission on June 12, 2019).

Certification of Chief Executive Officer pursuant to Exchange Act Rule, 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to Exchange Act Rule, 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.

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

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

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.

XBRL Taxonomy Extension Schema Document.

XBRL Taxonomy Extension Calculation Linkbase Document.
XBRL Taxonomy Extension Definition Linkbase Document.
XBRL Taxonomy Extension Label Linkbase Document.
XBRL Taxonomy Extension Presentation Linkbase Document.

Cover Page Interactive Data File (embedded within the Inline XBRL document)

* Incorporated herein by reference to the indicated filing.

**  Filed herewith.

# Furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalf by the
undersigned, thereunto duly authorized.

Q2 HOLDINGS, INC.

August 4, 2022 By: [s/ MATTHEW P. FLAKE
Matthew P. Flake
President and Chief Executive Officer
(Principal Executive Officer)

August 4, 2022 By: /s/ DAVID J. MEHOK
David J. Mehok
Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT 31.1

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

I, Matthew P. Flake, certify that:
1. T have reviewed this quarterly report on Form 10-Q of Q2 Holdings, Inc.;

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

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

4. The registrant’s other certifying officer(s) and 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(%))
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: August 4, 2022 /s MATTHEW P. FLAKE
Matthew P. Flake
President and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 31.2

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

I, David J. Mehok, certify that:
1. T have reviewed this quarterly report on Form 10-Q of Q2 Holdings, Inc.;

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

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

4. The registrant’s other certifying officer(s) and 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(%))
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: August 4, 2022 /s/ DAVID J. MEHOK
David J. Mehok
Chief Financial Officer
(Principal Financial and Accounting Officer)




EXHIBIT 32.1

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

The undersigned, the President and Chief Executive Officer of Q2 Holdings, Inc. (the “Company”), does hereby certify under the standards set forth and
solely for the purposes of 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report on Form 10-Q of
the Company for the three months ended June 30, 2022 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934
and information contained in that Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 4, 2022 /sl MATTHEW P. FLAKE
Matthew P. Flake
President and Chief Executive Officer

(Principal Executive Officer)

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.



EXHIBIT 32.2

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

The undersigned, the Chief Financial Officer of Q2 Holdings, Inc. (the “Company”), does hereby certify under the standards set forth and solely for the
purposes of 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report on Form 10-Q of the Company
for the three months ended June 30, 2022 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and
information contained in that Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 4, 2022 /s/ DAVID J. MEHOK

David J. Mehok
Chief Financial Officer
(Principal Financial and Accounting Officer)

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.



