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The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold until the registration statement
filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell nor does it seek an offer to buy these
securities in any jurisdiction where the offer or sale is not permitted.
 

Subject to Completion
Preliminary Prospectus dated November 2, 2021

PROSPECTUS

6,250,000 Shares
 
 

Class A Common Stock
 

 
This is Backblaze, Inc.’s initial public offering. We are selling 6,250,000 shares of our Class A common stock.

We expect the public offering price to be between $15.00 and $17.00 per share. Currently, no public market exists for our Class A common stock. After
pricing of the offering, we expect that the shares will trade on the NASDAQ Global Market under the symbol “BLZE.”

We have two classes of common stock, Class A common stock and Class B common stock. The rights of the holders of Class A common stock and Class B
common stock are identical, except for voting, transfer, and conversion rights. Each share of Class A common stock is entitled to one vote. Each share of Class B
common stock is entitled to ten votes and is convertible at any time into one share of Class A common stock. See the section titled “Description of Capital Stock” herein
for additional information on our capital stock. The holders of our outstanding shares of Class B common stock will hold approximately 97% of the voting power of our
outstanding capital stock immediately following this offering, and our founders, directors, executive officers and greater than 5% stockholders and their respective
affiliates as a group will hold, or have the ability to control, approximately 80% of the voting power of our outstanding capital stock immediately following this offering.

We are an “emerging growth company” as defined under the federal securities laws and, as such, have elected
to comply with certain reduced reporting requirements for this prospectus and may elect to do so in future filings. See
“Prospectus Summary—Implications of Being an Emerging Growth Company.” Investing in the common stock
involves risks that are described in the ‘‘Risk Factors’’ section beginning on page 20 of this prospectus.
 

 
 

   Per Share     Total 
Public offering price   $       $   
Underwriting discount   $       $   
Proceeds, before expenses, to us   $       $   

The underwriters may also exercise their option to purchase up to an additional 937,500 shares from us, at the public offering price, less the underwriting
discount, for 30 days after the date of this prospectus.

At our request, the underwriters have reserved up to 312,500 shares of our Class A common stock, or up to 5% of the shares offered by this prospectus, for
sale at the initial public offering price through a directed share program to certain of our business partners and qualifying customers who are located in the United States.
See the section titled “Underwriting.”

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these securities, or passed upon the
accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.

The shares will be ready for delivery on or about                     , 2021.
 

 
 

Oppenheimer & Co.  William Blair  Raymond James
 
 

JMP Securities  B. Riley Securities

Lake Street
 

 
The date of this prospectus is                     , 2021
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Neither we nor the underwriters have authorized anyone to provide any information or to make any representations other than those
contained in this prospectus or in any free writing prospectuses prepared by or on behalf of us or to which we have referred you. We and the
underwriters take no responsibility for, and can provide no assurance as to the reliability of, any other information that others may give you. This
prospectus is an offer to sell only the shares offered hereby, but only under circumstances and in jurisdictions where it is lawful to do so. The
information contained in this prospectus or in any applicable free writing prospectus is current only as of its date, regardless of its time of delivery or
any sale of shares of our common stock. Our business, financial condition, results of operations, and prospects may have changed since that date.

Through and including                     , 2021 (the 25th day after the date of this prospectus), all dealers effecting transactions in these
securities, whether or not participating in this offering, may be required to deliver a prospectus. This delivery requirement is in addition to a dealer’s
obligation to deliver a prospectus when acting as underwriters and with respect to an unsold allotment or subscription.

Neither we nor the underwriters have done anything that would permit this offering or possession or distribution of this prospectus or any
free writing prospectus we may provide to you in connection with this offering in any jurisdiction where action for that purpose is required, other than in
the United States. You are required to inform yourselves about and to observe any restrictions relating to this offering and the distribution of this
prospectus and any such free writing prospectus outside of the United States.
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PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this prospectus and is qualified in its entirety by the more detailed
information and financial statements included elsewhere in this prospectus. It does not contain all of the information that may be important to you
and your investment decision. You should carefully read this entire prospectus, including the sections titled “Risk Factors,” “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” and our financial statements and the related notes included elsewhere
in this prospectus before making an investment decision. In this prospectus, unless context requires otherwise, references to “we,” “us,” “our,”
“Backblaze,” or the “Company” refer to Backblaze, Inc.

Our Mission

Data is the digital world’s most precious resource.
Our mission is to make storing, using, and protecting that data astonishingly easy.

Company Overview

We are a leading storage cloud platform, providing businesses and consumers cloud services to store, use, and protect their data in an
easy and affordable manner. We provide these cloud services through a purpose-built, web-scale software infrastructure built on commodity
hardware. From genome sequencing to mapping the world, from saving lives to playing online games, from interacting with a business to running
one, data is central to modern existence. By substantially reducing the complexity and frustration of storing, using, and protecting data, we
empower customers to focus on their core business operations. Through our blog and culture of transparency, we have built a devoted community
of millions of readers and brand advocates. Referrals from our community of brand advocates, combined with our highly efficient and primarily
self-serve customer acquisition model and an ecosystem of thousands of partners, have allowed us to attract over 480,000 customers. These
customers use the Backblaze Storage Cloud platform across more than 175 countries to grow and protect their business data on our approximately
2 exabytes, or 2 trillion megabytes, of data storage under management. As businesses and consumers shift to the cloud, we believe our cloud
services will increasingly become a foundational element of their overall technology stack.

At its founding, Backblaze set out to simplify the process of storing, using, and protecting data. Over the following years we focused
relentlessly on cutting away the complexity common among diversified cloud vendors’ services and legacy on-premises system vendors. Today,
our solutions are differentiated by their ease of use and affordability. Focusing on storage use cases and promoting an open ecosystem allows us to
integrate well with a broad range of partners. From our straightforward pricing model, to our transparent communication with customers, to the
popular and insightful content on our blog—we have established ourselves as an open and trusted provider and partner.

The Backblaze Storage Cloud provides the core platform for our cloud services. This storage cloud organizes, safeguards, and keeps
over 500 billion files available on demand and is designed to store trillions more in the future. Through our purpose-built software, we provide a
platform that is durable, scalable, performant, and secure. This software manages our global physical infrastructure of nearly 200,000 hard drives
and one terabit per second (one million megabits) of network capacity across 5 data centers that are interconnected by private network
infrastructure. Our scale, along with our efficiency and expertise developed over years of growing the Backblaze Storage Cloud, provide a robust
platform and significant barriers to entry. Our two cloud services that we offer on our Storage Cloud are:
 

 •  Backblaze B2 Cloud Storage: Enables customers to store data, developers to build applications, and partners to expand their use
cases. The amount of data stored in this cloud service can scale up and
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 down as needed on a pay-as-you-go basis. This service is offered as a consumption-based Infrastructure-as-a-Service (IaaS) and
serves use cases including backups, multi-cloud, application development, and ransomware protection.

 

 

•  Backblaze Computer Backup: Automatically backs up data from laptops and desktops for businesses and individuals. This cloud
backup service offers easily understood flat-rate pricing to continuously back up a virtually unlimited amount of data. This service
is offered as a subscription-based Software-as-a-Service (SaaS) and serves use cases including computer backup, ransomware
protection, theft and loss protection, and remote access.

Public cloud adoption has been rapid and transformational for a wide range of companies. However, the market is demanding
alternatives to the traditional, diversified public cloud vendors for multiple reasons. These public cloud vendors have increasingly focused on the
largest enterprises, resulting in significant complexity in their products and pricing that leaves behind mid-market businesses. Due to their walled-
garden approach, these public cloud vendors have made it expensive for customers to use their data in multi-cloud and hybrid cloud deployments
and with other independent cloud platforms. Additionally, these diversified public cloud vendors increasingly compete with their customers and
partners in an ever-widening range of industries.

Backblaze, on the other hand, is designed to fulfill major unmet market needs, particularly among mid-market businesses, by providing
straightforward cloud storage offerings with easy-to-understand and affordable pricing from a trusted and independent provider.

Our solutions are designed for individuals and businesses of all sizes and across all industries but have a particularly strong appeal to
mid-market organizations (which we define as organizations with 10 to 999 employees) due to their desire for easy-to-use and cost-effective
solutions. We serve both the Public Cloud IaaS Storage market and Data-Protection-as-a-Service (DPaaS) market. According to forecasts from
International Data Corporation (IDC), the worldwide market for Public Cloud IaaS Storage is $27.6 billion in 2020 and is expected to grow to
$91.0 billion by 2025. Additionally, according to IDC, the worldwide market for DPaaS is $7.7 billion in 2020 and expected to grow to $18.4
billion by 2025. Based on our analysis of IDC data, we believe the Backblaze opportunity in the mid-market alone for Public Cloud IaaS is
expected to grow to $54.6 billion by 2025, representing a CAGR of 27%, and for DPaaS to $11.0 billion by 2025, representing a CAGR of 19%.

We have a highly efficient go-to-market model that is built on a self-serve selling motion. Prospective customers find us through a
variety of channels including our website, partners, and brand advocates. We have fostered deep community engagement with valuable content we
share on our blog—in 2020 alone, more than 3 million readers consumed content that we shared there. Our content encourages organic, inbound
traffic that we believe serves as our greatest source of advocates and referrals. Our frictionless free trial and self-serve sign-up processes help
convert our blog readers and referrals from our brand advocates into customers, with over 80% of our revenue in 2020 coming from self-serve
customers. In addition to generating customers, a community of thousands of partners has arisen as a result of our efforts. Our developer, alliance,
and managed service provider (MSP) partners expand use cases and attract customers, thereby increasing usage of our Storage Cloud and helping
to drive revenue growth. New customers and partners ultimately lead to more insight, content, and community engagement, which creates a
positive feedback loop that drives additional customers and partners. In addition to our self-serve selling motion, in recent years we have begun to
invest in a sales-assisted selling motion to identify opportunities to increase business with existing customers and to assist larger customers in
adopting our services. Our sales-assisted selling motion has experienced substantial growth and helps customers that, in 2020, were approximately
20 times larger in terms of average revenue per customer than our self-serve customers. These efficient and effective go-to-market motions have
helped us grow rapidly.

Substantially all of our revenue is recurring in nature. We employ a land-and-expand model that drives additional revenue from existing
customers. As customers generate, store, and back up more data, their use of our
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platform increases, creating natural opportunities for revenue expansion. We are able to further expand our relationships with our customers when
they adopt new features and use cases that lead to increased usage of our platform. Our land-and-expand strategy is evidenced by our overall net
revenue retention rate of 113% and 114% as of December 31, 2019 and 2020, respectively.

Our B2 Cloud Storage revenue grew by 66% during the year ended December 31, 2020 and our Computer Backup revenue grew by
23% during the year ended December 31, 2020. We also have recently launched offerings such as Extended Version History, multi-region selection
and our new ransomware protection functionality, Object Lock. By expanding our offerings, we are able to further expand our revenue and market
opportunity.

Our operations have historically been efficient with limited outside investment. Prior to issuing $10.0 million of convertible notes
(which we also refer to as a Simple Agreement for Future Equity agreement (SAFE)) in a private financing round in August 2021, we had raised
less than $3.0 million in outside equity since our founding in 2007. This has helped create a culture based on operational efficiency, creativity, and
collaborative problem solving. This culture, combined with the software and infrastructure we have scaled, refined, and enhanced over a decade,
our innovation roadmap, our efficient go-to-market, large community of brand advocates, and position as an independent cloud platform, is what
enables us—now and in the future—to succeed. This is evident in the significant growth we have achieved in recent periods. In the years ended
December 31, 2019 and 2020, our revenue was $40.7 million and $53.8 million, respectively, representing growth of 32%. We incurred net losses
of $1.0 million and $6.6 million for the years ended December 31, 2019 and 2020, respectively. As of June 30, 2021, our annual recurring revenue
was $64.8 million and we incurred net losses of $6.1 million for the six months ended June 30, 2021. See “Management’s Discussion and Analysis
of Financial Condition and Results of Operations—Key Business Metrics—Annual Recurring Revenue” for more information on annual recurring
revenue.

Industry Background

We believe data is an increasingly critical part of the global economy. The fundamental shift in how data is created and consumed is
fueling the growth and evolution of storage:
 

 

•  Data storage growth is rapidly expanding to enable our digital universe. Organizations ranging from large companies to small
enterprises, startups, municipalities, and educational institutions are digitally transforming and must evolve to effectively
compete, or risk becoming irrelevant to customers and being left behind by the market. From gaming to social media to streaming
video, entire industries are being built around data. Modern advancements across a range of industries drive data creation and
consumption from applications such as artificial intelligence and machine learning. Additionally, increasing regulatory and
compliance requirements are also driving retention requirements. As a result, it is a business imperative for companies to retain
significantly more data and keep it much longer.

 

 

•  Data is migrating to the cloud. Historically, data was managed on-premises using legacy storage systems. Organizations are
increasingly migrating to the cloud to capitalize on improved flexibility, agility, and scalability, and much of their stored data is
moving along with them. IDC estimates that approximately only 4% of global data was stored in public cloud environments in
2010 compared to a projected 53% in 2024.

 

 
•  Companies are choosing multi-cloud solutions and demanding alternatives to the diversified cloud vendors. Multi-cloud

deployments are becoming more commonplace as companies seek to avoid vendor lock-in, minimize latency, and provide
redundancy for their mission critical data.
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 According to Frost & Sullivan’s 2020 Global Cloud User Survey, 43% of respondents indicated current adoption of multi-cloud
in 2020 and 84% of respondents indicated planned adoption of multi-cloud in 2022.

 

 

•  Non-specialists are making purchasing decisions and driving demand for easy, self-serve solutions. Today, IT generalists who
are responsible for broad areas of technology, along with other professionals—including cinematographers, DNA scientists, and
software developers—and a multitude of roles within an organization that have traditionally not had deep storage expertise can be
the purchasing decision makers. These decision makers desire self-serve solutions that work easily and address their needs.

 

 

•  Developers are a driving force for digital transformation and technology selection. Developers and the applications they create
are at the forefront of digital transformation, often guiding business strategy for organizations. As a result, developers are able to
influence what technologies, platforms, and solutions are adopted by the broader organization, often seeking platform features
such as self-serve, immediacy, and efficiency. Developer-focused, independent cloud platforms that provide services like payment
processing, communications, compute, edge distribution, and more have generated billions in revenue by serving these customers.
Vendors looking to capture a critical mass of developer mindshare are increasingly shaping their products and solutions to serve
these preferences.

 

 

•  Cybersecurity threats, such as ransomware, are costly and on the rise. The frequency and impact of cybersecurity threats
continues to grow, and the cost of these attacks is increasing. Cybersecurity Ventures estimates that the global cost of ransomware
attacks alone will reach $20 billion in 2021, a significant increase compared to estimated damages of $11.5 billion and $8 billion
in 2019 and 2018, respectively. Ransomware targets victims by encrypting their files and demanding payment for access to the
decryption key. According to the Threat Landscape Report in 2020 by Bitdefender, the total number of global ransomware reports
increased by 715% year over year in the first half of 2020.

 
4



Table of Contents

Our Platform and Cloud Services
 

Our Platform: Backblaze Storage Cloud

The Backblaze Storage Cloud provides the core platform for our cloud services. This storage cloud organizes, safeguards, and keeps
over 500 billion files available on demand and is designed to store trillions more in the future. By architecting our platform to administer this
complexity, we free customers from having to worry about their data. Through our interfaces, customers can upload, manage, safeguard, build
upon, and utilize their data while remaining free of the financial and logistical hurdles of maintaining on-premises technology or the complexity of
administering diversified cloud solutions. The Backblaze Storage Cloud acts as the foundation for our two primary services, Backblaze B2 Cloud
Storage and Backblaze Computer Backup. Each of these cloud services unlocks a multitude of use cases and additional services for our partners
and customers.

Our Cloud Service Offerings

Backblaze B2 Cloud Storage. Backblaze B2 provides customers direct access to our Storage Cloud to store, use, and protect data.
Users can access the platform through industry standard and native application programming interfaces (APIs) software development kits (SDKs),
our web interface, or hundreds of third-party integrations. The wide range of options for accessing B2 Cloud Storage allows anyone to easily use it,
including developers and partners who seamlessly integrate storage capabilities into their technology stack or build their own solutions on top of
our platform. Customers also strategically tier backups of their core data systems to Backblaze B2, including on-premises and virtual machine
servers and other high-capacity storage devices.
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Backblaze B2 Use Cases

As companies adopt cloud infrastructure and undergo digital transformation, we believe Backblaze B2 will increasingly become a
foundational element of our customers’ overall technology stack. Customers leverage Backblaze B2 for a wide range of use cases, including:
 

 

•  Public, hybrid, and multi-cloud data storage. Backblaze B2 supports customers who want the option to deploy different cloud
configurations, whether to migrate to or build natively in the cloud, support a mixed on-premises and cloud environment, or who
desire a neutral vendor in their multi-cloud strategy. Additionally, we provide customers solutions to enable all of these use cases
with a combination of on-premises-to-cloud, synchronization, and cloud-to-cloud migration services.

 

 

•  Application development and DevOps. Software developers require key infrastructure building blocks—including storage,
compute, databases, content delivery networks (CDNs), and more—to rapidly develop, deploy, and scale their applications.
Backblaze B2 provides one of the most critical and frequently used of these building blocks to enable developers to store, use, and
deliver data. With our easy-to-use APIs and on-demand platform, we allow developers to build efficiently and support their ability
to scale with their success.

 

 
•  Content delivery and edge computing. Our Storage Cloud is connected to CDN and edge computing partners to store and deliver

digital content to global audiences in a fast and easy manner. We serve as the origin store, making us the reliable place to house
data for others to distribute.

 

 

•  Security and ransomware protection. We help protect data through a combination of cloud services and features. Backup services
provide the primary line of protection against ransomware. Our Object Lock feature enables customers to lock files so that data
cannot be illicitly modified or deleted. In addition, our privacy and authorization features ensure only appropriate entities can
access their data. Our Lifecycle Rules also enable customers to easily support retention of their data to meet expanding regulatory
and compliance requirements.

 

 

•  Media management. Backblaze B2 is the trusted provider to many companies that produce, edit, and deliver precious media
content. Our solutions optimize media production workflows by allowing for the simultaneous ingestion and archiving of raw
footage, providing scalable storage to free up media production storage systems, and enabling real-time delivery of media content
directly from Backblaze B2.

 
 

 

•  Backup, archive, and tape replacement. Backblaze B2 provides customers with a scalable and affordable storage destination for
their backup and archive needs. Customers automate backups for servers, network-attached storage (NAS), virtual machines,
laptops and desktops, and other endpoints. Backups are readily available for quick retrieval and not constrained to a cold archive
that puts organizations at risk by delaying access to critical data. Customers use our solution to replace complex legacy tape
systems, as well as other legacy on-premises storage solutions and expensive, complex, diversified cloud vendor solutions.

 

 
•  Repository for analytics, artificial intelligence, and machine learning. Backblaze B2 serves as a destination for vast amounts of

data at scale. Customers have the ability to store, directly access, and use their data in real time. This enables organizations to
keep and use the data sets that underpin all analytics, artificial intelligence, and machine learning.
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•  Internet of Things (IoT). The network of connected devices has grown considerably, driving the volume of data creation and the
need for real-time accessibility. Backblaze B2 provides storage for data created and accessed by these devices. Our storage
solutions can be used for a wide range of IoT use cases including storing data for surveillance systems, autonomous vehicles, and
smart devices.

Backblaze Computer Backup. Our Computer Backup cloud service backs up laptops, desktops, and external hard drives in a continuous and
automated fashion. Whether for home computers or a business’ full fleet of machines, customers can back up a virtually unlimited number of files
without size or speed constraints. This cloud service includes a lightweight agent that runs locally on each end user’s computer, continuously
searching for new and changed files in a manner unobtrusive to the user. When a new or changed file is detected, the altered data is backed up and
sent to the Backblaze Storage Cloud. Once there, it is accessible to the end user or business administrator responsible for managing the account. In
the event of data loss, customers can restore all or portions of their backed-up data.

Computer Backup
Use Cases

 
 •  Mac and PC backup. Backs up all new and changed data on laptops, desktops, and external hard drives.
 
 •  Ransomware protection. Backups provide a critical line of defense against ransomware, providing secure recovery of all data

when customers’ systems are corrupted.
 

 
•  Theft and loss recovery. Data is backed up and available via our website and mobile applications, or data can be shipped

worldwide on encrypted hard drives in the event of theft or loss. Customers can use our Locate My Computer functionality to also
help retrieve lost or stolen computers.

 
 •  Data Archiving. Computer Backup offers 30-day version history by default, but individual users and administrators can use

Extended Version History for a fee to increase the retention period of deleted, changed, or updated files to one year or indefinitely.
 

 
•  Organization and MSP-level management. The Backblaze Groups functionality allows administrators to manage the backups of

their business fleet through one centralized account, empowering organizations, MSP partners, and individuals with
administrative features such as centralized billing, account maintenance, and system alerts.

 

 
•  Remote access. Customers can access all backed up files remotely through our website. Additionally, Backblaze provides mobile

apps running on iOS and Android that provide customers convenient access from anywhere to their data stored with Backblaze,
without requiring the customer to have a laptop or desktop computer with them.

Competitive Strengths

Our competitive strengths include:
 

 

•  Robust technology platform and rapid innovation. Our differentiated technology platform provides durable, available, scalable,
performant storage at web scale, all while maximizing cost efficiency. We believe that the scale of our platform and the
intellectual property we have gained through developing it, including our software management layer, provide a significant
competitive moat. We also have a successful track record of launching new features and capabilities for our products, and we
expect to continue doing so in the future.
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•  Purpose-built for cloud storage. We are a pure-play storage provider and our engineering decisions are optimized for data storage

use cases, which enables us to develop targeted solutions for the most critical storage needs of our customers. The result is easy,
affordable, and predictable data storage and access.

 

 

•  Attractive ecosystem partner with best-of-breed cloud platforms. Our position as a storage provider purpose built for web scale,
with interoperability and an open ecosystem in mind, creates natural partnership opportunities with other independent cloud
platforms. This ecosystem of integrated partnerships provides customers the flexibility to choose the best combination of
solutions and create the optimal technology stack for their needs. As the partner ecosystem expands, it provides for compounding
revenue growth opportunities: each partner brings additional customers, each of these customers brings additional data, and each
customer can adopt additional services.

 

 

•  Customer acquisition propelled by community-driven inbound marketing. Our content marketing engine—driven by our blog,
which was visited by more than 3 million readers in 2020 alone—propels our highly efficient customer acquisition. We believe
such a large, engaged audience and the trust we have developed organically with them over 14 years of sharing valuable, unique
content, would be difficult for any competitor to replicate.

 

 
•  Frictionless go-to-market model. Customers can quickly test and sign up for our solutions through a self-serve process, which led

to over 80% of our revenue in 2020. After signing up for our products, customers increasingly rely on the platform, generating,
storing, and backing up more data, creating natural opportunities for revenue expansion.

 

 

•  Developer-friendly, interoperable platform. Our API-driven platform was built by developers for developers. We create a strong
community among developers through our valuable, relevant blog content. With our free-to-test approach and self-serve sign up
process, developers can get started quickly. Our native and S3 compatible API, SDKs, and command line interface (CLI) enable
developers to easily integrate Backblaze B2 into their applications. And, our interoperability with other leading developer-focused
cloud platforms allow developers to build on a best-of-breed technology stack without having to choose between access and
affordability.

 
 •  Efficiently serve the mid-market. Our frictionless go-to-market approach as well as our high-efficiency sales and support models

offer a highly compelling solution that positions us to attract, win, and serve mid-market customers at scale.
 

 
•  Highly performant with a low total cost of ownership. Due to our purpose-built architecture, we provide solutions that are both

highly performant and have a low total cost of ownership. We also partner with other leading cloud platforms to reduce or
eliminate data transfer fees between our platforms, thereby providing further cost efficiency for customers.

 

 

•  Strong company culture drives performance and results. Our culture is a cornerstone of our company and provides a unique,
enduring competitive advantage. As evidenced by our Glassdoor 4.9/5.0 rating, 100% CEO Approval, and 100% Recommend to a
Friend ratings as of December 31, 2020, we have a strongly aligned and engaged workforce with little employee turnover and
long tenure.

 

 
•  In trusted and neutral hands. With approximately 2 exabytes of data storage under management and a 14-year track record, our

Storage Cloud has been proven over time and significant use to be a trusted solution for customers. As an independent storage
cloud platform, we align with the

 
8



Table of Contents

 
interests of our customers and partners. We do not aim to compete with our customers and we do not sell their data. Our long
track record and independence, combined with our desire to do business and communicate in an open, transparent manner helps
us succeed with our customers and partners.

Our Growth Strategy

Key elements of our growth strategy include:
 

 

•  Accelerate customer acquisition. A key component of our growth has been fueled by our content engine, free-to-test approach,
and self-serve sign-up process. We are accelerating our customer acquisition through increased investments in content creation,
thought leadership, social media engagement, search engine optimization, and public relations campaigns with the goal of
growing our community and attracting new visitors. Additionally, in recent years we have begun to invest in a sales-assisted
selling motion to identify opportunities to increase business with existing customers and to assist larger customers in adopting our
services.

 

 

•  Increase revenue from existing customers. We are investing in increasing revenue from customers by developing additional
features and use cases, expanding our Customer Success initiatives, and empowering natural customer data growth. As a result of
our efforts to-date, as of June 30, 2021, our revenue per customer has grown 45% since the first quarter of 2019. This revenue
expansion potential and the inherent stickiness of our platform is also evidenced by our overall net revenue retention rate of 114%
as of December 31, 2020.

 

 

•  Develop new solutions and use cases. We are focused on developing new solutions and features to deliver additional capabilities
to our customers. For example, in 2020, we introduced the S3 Compatible API, and we also launched Object Lock, which offers
added protection against some of the most sophisticated ransomware attacks being carried out today. We believe investments such
as these will enable new growth opportunities by meaningfully increasing our market penetration as well as growing revenue.

 

 

•  Expand and deepen partner ecosystem. We will continue to grow the number of our partners and deepen relationships with them
on solutions and go-to-market activities to help us jointly succeed. Our developer partners include Cloudflare, Fastly, and
Equinix, while alliance partners include Veeam, Synology and QNAP. With the development of the S3 Compatible API, we have
significantly expanded our platform’s support for integrations.

 

 

•  Extend global footprint. We believe continued international expansion represents a meaningful opportunity to generate further
demand for our solutions in international geographies. While our sales and marketing efforts have primarily focused on the United
States, our existing customer base spans more than 175 countries, with 28% of our revenue originating outside of the United
States for the year ended December 31, 2020.

Recent Developments

Set forth below are preliminary estimates of selected unaudited financial and other information for the three months ended September
30, 2021 and actual unaudited financial results and other information for the three months ended September 30, 2020. Our unaudited interim
financial statements as of and for the three months ended September 30, 2021 are not yet available and will not be available until after the
completion of this offering. The following information reflects our preliminary estimates based on currently available information and is subject to
change. We have provided ranges, rather than specific amounts, for the preliminary estimates of
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the financial information described below primarily because our financial closing procedures for the three months ended September 30, 2021 are
not yet complete and, as a result, our final results upon completion of our closing procedures may vary from the preliminary estimates.
 

 

  Three Months Ended September 30,  
  2020    2021  
  (in millions, unaudited)  
      Low    High  

B2 Cloud Storage   $ 3.7   $ 5.7   $ 5.8 
Computer Backup    9.9    11.1    11.3 
Physical Media    0.2    0.2    0.2 

Revenue   $ 13.8   $ 17.0   $ 17.3 
Annual recurring revenue (as of end date of period)   $ 55   $ 69   $ 71 
Net loss   $ (1.9)   $ (7.5)   $ (6.5) 
Adjusted EBITDA   $ 2.8   $ 0.3   $ 0.8 

 

 

•  For the three months ended September 30, 2021, we expect to report revenue in the range of $17.0 million to $17.3 million,
representing growth in the range of 23% to 25% compared to the three months ended September 30, 2020. Revenue growth was
driven primarily by increased usage of our cloud services, as well as an August 2021 price increase for our Computer Backup
offering.

 

 

•  As of September 30, 2021, we expect to report annual recurring revenue in the range of $69 million to $71 million, representing
growth in the range of 25% to 29% compared to September 30, 2020. Annual recurring revenue growth was also driven primarily
by increased usage of our cloud services and a price increase. For a definition of annual recurring revenue, see “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Key Business Metrics.”

 

 
•  For the three months ended September 30, 2021, we expect to report a net loss in the range of $7.5 million to $6.5 million, as

compared to a net loss of $1.9 million for the three months ended September 30, 2020. This expected net loss is primarily due to
investments in growing our business and costs related to becoming a public company.

The following table reconciles expected net loss to adjusted EBITDA, which is a non-GAAP measure, for the three months ended
September 30, 2021, and reconciles actual net income to adjusted EBITDA for the three months ended September 30, 2020:
 

   Three Months Ended September 30,  
   2020    2021  
   (in millions, unaudited)  
       Low    High  
Net loss   $ (1.9)   $ (7.5)   $ (6.5) 

Adjustments:       
Depreciation and amortization    3.4    4.1    4.1 
Stock-based compensation    0.5    1.5    1.4 
Interest expense    0.8    1.0    1.0 
Income tax provision    —    —    — 
Gain on extinguishment of debt    —    —    — 
Unrealized loss on SAFE    —    1.2    0.8 

    
 

    
 

    
 

Adjusted EBITDA   $ 2.8   $ 0.3   $ 0.8 
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For more information on adjusted EBITDA, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Non-GAAP Financial Measures.”

The data presented above reflects our preliminary estimates for the three months ended September 30, 2021 based solely upon
information available to us as of the date of this prospectus and is not a comprehensive statement of our financial or other results for the three
months ended September 30, 2021. This data has been prepared by, and is the responsibility of, our management. Our independent registered public
accounting firm, BDO USA, LLP, has not audited, reviewed, compiled or applied agreed-upon procedures with respect to this preliminary financial
information. Accordingly, BDO USA, LLP does not express an opinion or any other form of assurance with respect thereto. We currently expect
that our final results will be consistent with the estimates set forth above, but such estimates are preliminary and our final results could differ from
these estimates due to the completion of our financial closing procedures, final adjustments and other developments that may arise between now
and the time such unaudited interim financial statements for the three months ended September 30, 2021 are issued. For example, during the course
of the preparation of the respective financial statements and related notes, additional items that would require adjustments to be made to the
preliminary estimated financial information presented above may be identified, and those changes could be material. Accordingly, you should not
place undue reliance on these preliminary results. There can be no assurance that these estimates will be realized, and estimates are subject to risks
and uncertainties, many of which are not within our control. We undertake no obligation to update this information. In addition, these preliminary
results are not necessarily indicative of the results that may be reported for the remainder of fiscal 2021 or any future periods. See “Risk Factors,”
“Special Note Regarding Forward-Looking Statements” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” for additional information regarding these risks and uncertainties, including other factors that could cause our preliminary estimates to
differ from the actual financial results that we will report for the three months ended September 30, 2021.

Risk Factors Summary

An investment in our Class A common stock involves a high degree of risk. Below is a summary of the principal factors that make an
investment in our Class A common stock speculative or risky. Importantly, this summary does not address all of the risks that we face. Our ability
to execute our business strategy is subject to numerous risks, as more fully described in the section titled “Risk Factors” immediately following this
summary. These risks include, among others:
 
 •  We have a history of cumulative losses, and we do not expect to be profitable for the foreseeable future.
 
 •  The markets in which we participate are intensely competitive, and if we do not compete effectively, our operating results would

be harmed.
 
 •  Any significant disruption in our service or loss, or delay in availability, of our customers’ data, could damage our reputation and

harm our business and operating results.
 
 •  If we are unable to maintain our brand and reputation, our business, results of operations, and financial condition may be

adversely affected.
 
 •  If our information technology systems, including the data of our customers stored in our systems, are breached or subject to

cybersecurity attacks, our reputation and business may be harmed.
 
 •  If we are unable to attract and retain customers on a cost-effective basis, our revenue and operating results would be adversely

affected.
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 •  If we are unable to provide successful enhancements, new features, and modifications to our cloud services, our business could be
adversely affected.

 
 •  Material defects or errors in our software could harm our reputation, result in significant costs to us, and negatively impact our

ability to sell our cloud services.
 
 •  We rely on third-party vendors and suppliers, including data center and hard drive providers, which may have limited sources of

supply, and this reliance exposes us to potential supply and service disruptions that could harm our business.
 
 •  Our business depends, in part, on the success of our strategic relationships with third parties.
 

 
•  We have identified material weaknesses in our internal controls over financial reporting, and the failure to achieve and maintain

effective internal controls over financial reporting could harm our business and negatively impact the value of our Class A
common stock.

 

 
•  The dual class structure of our common stock has the effect of concentrating voting control with those stockholders who held our

capital stock prior to the completion of this offering, including our executive officers, employees, and directors and their affiliates,
which will limit your ability to influence the outcome of important transactions, including a change in control.

Corporate Information

We were incorporated in Delaware in April 2007. Our principal executive offices are located at 500 Ben Franklin Ct, San Mateo, CA
94401. Our telephone number is (650) 352-3738. Our website address is https://www.backblaze.com. We have included our website address in this
prospectus solely as an inactive textual reference. The inclusion of our website address in this prospectus does not include or incorporate by
reference the information on, or accessible through, our website into this prospectus.

Trademarks

Backblaze, the Backblaze logo, and our other registered or common law trademarks appearing in this prospectus are the property of
Backblaze, Inc. This prospectus contains references to our trademarks and service marks as well as to those belonging to other entities. Solely for
convenience, trademarks and trade names referred to in this prospectus, including logos, artwork, and other visual displays, may appear without the
® or TM symbols, but such references are not intended to indicate in any way that we will not assert, to the fullest extent under applicable law, our
rights or the rights of the applicable licensor to these trademarks and trade names. We do not intend our use or display of other entities’ trade
names, trademarks, or service marks to imply a relationship with, or endorsement or sponsorship of us by, any other entity.

Implications of Being an Emerging Growth Company

We are an “emerging growth company” as defined in the Jumpstart Our Business Startups Act of 2012, as amended, or the JOBS Act.
We will remain an emerging growth company until the earliest to occur of: (i) the last day of the fiscal year in which we have more than
$1.07 billion in annual gross revenue; (ii) the date we qualify as a “large accelerated filer” as defined in Rule 12b-2 under the Exchange Act, with
at least $700 million of equity securities held by non-affiliates; (iii) the issuance, in any three-year period, by us of more than $1.0 billion in
non-convertible debt securities; or (iv) the last day of the fiscal year ending after the fifth anniversary of our initial public offering. As a result of
this status, we have taken advantage of certain exemptions from various reporting requirements in this prospectus that are applicable to other
publicly-traded
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entities that are not emerging growth companies and may elect to take advantage of other exemptions from reporting requirements in our future
filings with the Securities Exchange Commission (SEC). In particular, in this prospectus, these exemptions include:
 
 •  the option to present only two years of audited financial statements and only two years of Management’s Discussion and Analysis

of Financial Condition and Results of Operations;
 
 •  not being required to comply with the auditor attestation requirements of Section 404(b) of the Sarbanes-Oxley Act of 2002, as

amended (the Sarbanes Oxley Act);
 
 •  not being required to submit certain executive compensation matters to stockholder advisory votes, such as “say-on-pay,”

“say-on-frequency,” and “say-on-golden parachutes;” and
 

 
•  not being required to disclose certain executive compensation-related items such as the correlation between executive

compensation and performance and comparisons of the chief executive officer’s compensation to median employee
compensation.

As a result, some investors may find our Class A common stock less attractive. The result may be a less active trading market for our
common stock, and the price of our Class A common stock may become more volatile.

In addition, the JOBS Act provides that an emerging growth company can take advantage of an extended transition period for
complying with new or revised accounting standards, delaying the adoption of these accounting standards until they would apply to private
companies. We have elected to use this extended transition period until we are no longer an emerging growth company or until we affirmatively
and irrevocably opt out of the extended transition period. Even after we no longer qualify as an emerging growth company, we may qualify as a
“smaller reporting company,” which would allow us to take advantage of many of the same exemptions from disclosure requirements including
reduced disclosure obligations regarding executive compensation in this prospectus and our periodic reports and proxy statements, if either (i) the
market value of our stock held by non-affiliates is less than $250 million or (ii) our annual revenue is less than $100 million during the most
recently completed fiscal year and the market value of our stock held by non-affiliates is less than $700 million.
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THE OFFERING
 
Issuer Backblaze, Inc.
 
Shares of Class A common stock we are offering 6,250,000 shares.
 
Underwriters’ option to purchase additional shares We have granted the underwriters an option for a period of 30 days to purchase up to

937,500 additional shares of our Class A common stock.
 
Shares of Class A common stock to be outstanding
immediately after this offering

6,250,000 shares (or 7,187,500 shares if the underwriters exercise their option to purchase
additional shares in full).

 
Shares of Class B common stock to be outstanding
immediately after this offering

22,295,893 shares.

 
Total shares of Class A common stock and Class B
common stock to be outstanding immediately after 
this offering

28,545,893 shares.

 
Use of proceeds We estimate that the net proceeds from this offering will be approximately $89.5 million,

or $103.4 million if the underwriters exercise their option to purchase additional shares in
full, after deducting estimated underwriting discounts and commissions and estimated
offering expenses payable by us, assuming an initial public offering price of $16.00 per
share, which is the midpoint of the estimated price range set forth on the cover page of this
prospectus.

 

 

The principal purposes of this offering are to increase our financial flexibility and create a
public market for our Class A common stock, obtain additional working capital, and
facilitate our future access to the public equity markets to allow us to implement our
business plan. We currently intend to use the net proceeds received by us from this offering
for general corporate purposes, including working capital, operating expenses, and sales
and marketing expenses to fund the growth of our business, research and development, and
capital expenditures. In addition, we may use a portion of the net proceeds to acquire
complementary businesses, products, services, or technologies. However, we have no
current understandings, agreements, or commitments for any specific acquisitions at this
time. For a more complete description of our intended use of the proceeds from this
offering, see the section of this prospectus titled “Use of Proceeds.”

 
Voting rights Each share of our Class A common stock entitles its holder to one vote on all matters to be

voted on by stockholders generally. Each share of our Class B common stock entitles its
holder to 10 votes on all matters to be voted on by stockholders generally.
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Holders of our Class A common stock and Class B common stock will generally vote
together as a single class, unless otherwise required by law or our Amended and Restated
Certificate of Incorporation.

 

 

The holders of our outstanding Class B common stock will hold approximately 97% of the
voting power of our outstanding capital stock following this offering and will initially have
the ability to control the outcome of matters submitted to our stockholders for approval,
including the election of our directors and the approval of any change in control
transaction. For additional information, see the sections of this prospectus titled
“Description of Capital Stock.”

 

 

All shares of Class B common stock will automatically convert, on a one-for-one basis,
into shares of Class A common stock on the earliest of (i) the seven-year anniversary of the
closing date of this offering, (ii) the date on which the number of outstanding shares of
Class B common stock represents less than 10% of the aggregate combined number of
outstanding shares of Class A common stock and Class B common stock, or (iii) the date
specified by a vote of the holders of a majority of the then outstanding shares of Class B
common stock.

 
Concentration of ownership Following this offering, the holders of our outstanding Class B common stock will

beneficially own 78% of our outstanding capital stock and 97% of the voting power of our
outstanding shares and our directors, executive officers, greater than 5% stockholders and
their respective affiliates will hold in the aggregate approximately 80% of the voting power
of our outstanding capital stock following this offering.

 
Proposed NASDAQ Global Market trading symbol “BLZE”
 
Directed share program At our request, the underwriters have reserved up to 312,500 shares of Class A common

stock, or up to 5% of the shares offered by this prospectus, for sale at the initial public
offering price through a directed share program to certain of our business partners and
qualifying customers who are located in the United States. Fidelity Capital Markets, a
division of National Financial Services LLC, will administer our directed share program.
The number of shares of our Class A common stock available for sale to the general public
in this offering will be reduced to the extent that such partners and qualifying customers
purchase such reserved shares. Any reserved shares not so purchased will be offered by the
underwriters to the general public on the same terms as the other shares of Class A
common stock offered by this prospectus. Participants in the directed share program will
not be subject to lockup or market standoff restrictions with the underwriters or with us
with respect to any shares purchased through the directed share program. For additional
information, see the section titled “Underwriting.”
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The number of shares of our Class A common stock and Class B common stock that will be outstanding after this offering is based on
22,295,893 shares of our Class B common stock outstanding as of June 30, 2021 (including our convertible preferred stock on an as-converted
basis), and this amount excludes:
 
 •  13,230,932 shares of our Class B common stock issuable upon the exercise of options outstanding as of June 30, 2021 under our

2011 Stock Plan (2011 Plan), with a weighted-average exercise price of approximately $3.02 per share;
 
 •  654,840 shares of our Class B common stock issuable upon the exercise of options granted under our 2011 Plan after June 30,

2021 with an exercise price of $10.06 per share;
 

 

•  727,371 shares of our Class A common stock issuable upon the conversion of our convertible notes (which we also refer to as a
Simple Agreement for Future Equity agreement (SAFE)) issued in a private placement to investors in August 2021 (based on an
assumed initial public offering price of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover
page of this prospectus);

 
 •  522,349 shares of our Class B common stock reserved for issuance under our 2011 Plan as of June 30, 2021, which will become

available for issuance under our 2021 Equity Incentive Plan (2021 Plan) on the date of this prospectus;
 

 
•  5,262,500 shares of our Class A common stock reserved for future issuance under our 2021 Plan, which will become effective

upon the effectiveness of the registration statement of which this prospectus forms a part, as well as any automatic increases in the
number of shares of common stock reserved for future issuance under this plan; and

 

 
•  956,800 shares of our Class A common stock reserved for issuance under our 2021 Employee Stock Purchase Plan (2021 ESPP),

which will become effective upon the effectiveness of the registration statement of which this prospectus forms a part, as well as
any automatic increases in the number of shares of common stock reserved for future issuance under this plan.

On the date of this prospectus we will cease granting awards under our 2011 Plan. Our 2021 Plan and 2021 ESPP also provide for
automatic annual increases in the number of shares reserved thereunder (evergreen provisions), as more fully described in “Executive
Compensation—2021 Equity Incentive Plan” and “Executive Compensation—2021 Employee Stock Purchase Plan.”

Except as otherwise indicated, all information in this prospectus assumes or gives effect to the following:
 
 •  the filing of our Amended and Restated Certificate of Incorporation in Delaware and the adoption of our Amended and Restated

Bylaws, each of which will occur immediately prior to the completion of this offering;
 
 •  the reclassification of all outstanding shares of our common stock into an equivalent number of shares of our Class B common

stock, as if such reclassification had occurred prior to the completion of this offering;
 
 •  the automatic conversion of all outstanding shares of our convertible preferred stock into an aggregate of 3,359,195 shares of our

Class B common stock, the conversion of which will occur immediately prior to the completion of this offering;
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•  the automatic conversion of convertible notes (which we also refer to as a Simple Agreement for Future Equity agreement

(SAFE)) into 727,371 shares of Class A common stock (based on an assumed initial public offering price of $16.00 per share,
which is the midpoint of the estimated price range set forth on the cover page of this prospectus);

 
 •  the effectiveness of a 3.6-for-1 stock split of our common stock effected on October 29, 2021; and
 
 •  no exercise by the underwriters of their option to purchase up to an additional 937,500 shares of our Class A common stock.
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SUMMARY FINANCIAL DATA

The following tables set forth a summary of our historical financial data as of, and for the years ended on, the dates indicated. The
statements of operations data for the fiscal years ended December 31, 2019 and 2020 are derived from our audited financial statements and related
notes included elsewhere in this prospectus. The statements of operations data for the six months ended June 30, 2020 and 2021 and balance sheet
data as of June 30, 2021 are derived from our unaudited financial statements and related notes included elsewhere in this prospectus. The unaudited
financial data set forth below have been prepared on the same basis as our audited financial statements and, in the opinion of management, reflect
all adjustments, consisting only of normal recurring adjustments, that are necessary for the fair statement of such data. You should read this data
together with our financial statements and related notes appearing elsewhere in this prospectus and the information in the sections titled “Selected
Financial Data” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations.” Our historical results are not
necessarily indicative of the results to be expected in the future.
 
   For the Year Ended December 31,   For the Six Months Ended June 30,  
   2019   2020   2020   2021  
         (unaudited)  
   (in thousands, except share and per share data)   
Revenue   $ 40,748  $ 53,784  $ 25,379  $ 31,462 
Cost of revenue(1)    20,127   25,801   11,678   15,756 

    
 

   
 

   
 

   
 

Gross profit    20,621   27,983   13,701   15,706 
Operating expenses:      

Research and development(1)    8,436   13,069   5,832   8,976 
Sales and marketing(1)    8,166   11,924   5,423   8,124 
General and administrative(1)    3,070   6,722   2,638   5,157 

    
 

   
 

   
 

   
 

Total operating expenses    19,672   31,715   13,893   22,257 
    

 
   

 
   

 
   

 

Income (loss) from operations    949   (3,732)   (192)   (6,551) 
Interest expense    (1,929)   (2,886)   (1,153)   (1,718) 
Gain on extinguishment of debt    —     —     —     2,299 

    
 

   
 

   
 

   
 

Loss before provision for income taxes    (980)   (6,618)   (1,345)   (5,970) 
Income tax provision    (16)   (5)   —   (136) 

    
 

   
 

   
 

   
 

Net loss   $ (996)  $ (6,623)  $ (1,345)  $ (6,106) 
    

 

   

 

   

 

   

 

Net loss per share, basic and diluted   $ (0.05)  $ (0.36)  $ (0.07)  $ (0.33) 
    

 

   

 

   

 

   

 

Weighted average shares used in computing
net 
loss per share, basic and diluted    18,596,772   18,609,422   18,603,922   18,691,938 

    

 

   

 

   

 

   

 

Pro forma net loss per share, basic and diluted
(unaudited)(2)    $ (0.30)   $ (0.28) 

     

 

    

 

Weighted-average shares outstanding used in
computing pro forma net loss per share,
basic and diluted (unaudited)(2)     21,968,618    22,051,134 
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(1) Includes stock-based compensation expense as follows:
 

   
For the Year Ended

December 31,    

For the Six
Months Ended

June 30,  
   2019    2020    2020    2021  
           (unaudited)  
   (in thousands)  
Cost of revenue   $ 130   $ 100   $ 23   $ 194 
Research and development    549    750    341    911 
Sales and marketing    546    670    249    568 
General and administrative    162    359    130    490 

    
 

    
 

    
 

    
 

Total stock-based compensation expense   $ 1,387   $ 1,879   $743   $2,163 
    

 

    

 

    

 

    

 

 
(2) Unaudited pro forma basic and diluted net loss per share were computed to give effect to the automatic conversion of all outstanding shares

of convertible preferred stock into shares of common stock in connection with a qualified initial public offering, using the as-converted
method as though the conversion had occurred as of the beginning of the period presented or the date of issuance, if later.

 
  As of June 30, 2021  

  Actual   Pro Forma(1)  
Pro Forma

As Adjusted(2)(3) 
     (unaudited)     
  (in thousands)  
Balance Sheet Data    
Cash and cash equivalents  $ 1,306  $ 1,306  $ 100,786 
Total assets   51,952   51,952   151,432 
Capital lease liability and lease financing obligation, non-current   16,482   16,482   16,482 
Convertible preferred stock   2,784   —     —   
Accumulated deficit   (20,745)   (20,745)   (22,383) 
Total stockholders’ (deficit) equity   (10,521)   (7,737)   91,743 

 
(1) The pro forma balance sheet data gives effect to the conversion of all outstanding shares of our convertible preferred stock at June 30, 2021

into an aggregate of 3,359,195 shares of Class B common stock, which will occur immediately prior to the completion of this offering and
the filing and effectiveness of our Amended and Restated Certificate of Incorporation.

(2) Reflects the pro forma adjustments described in footnote (1) above and to the issuance and sale of 6,250,000 shares of Class A common stock
in this offering at the assumed initial public offering price of $16.00 per share, which is the midpoint of the estimated offering price range set
forth on the cover page of this prospectus, after deducting the estimated underwriting discounts and commissions and giving effect to the
issuance of convertible notes in August 2021 in the amount of $10.0 million and the automatic conversion of convertible notes (which we
also refer to as a Simple Agreement for Future Equity agreement (SAFE)) into 727,371 shares of Class A common stock (based on an
assumed initial public offering price of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover page of this
prospectus).

(3) Each $1.00 increase (decrease) in the assumed initial public offering price of $16.00 per share, which is the midpoint of the estimated
offering price range set forth on the cover page of this prospectus, would increase (decrease) the pro forma as adjusted amount of each of
cash and cash equivalents, total assets, and total stockholders’ (deficit) equity by approximately $5.8 million, assuming that the number of
shares offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting estimated underwriting discounts
and commissions. Similarly, each increase (decrease) of 1,000,000 shares in the number of shares offered by us at the assumed initial public
offering price after deducting estimated underwriting discounts and commissions would increase (decrease) each of cash and cash
equivalents, total assets, and total stockholders’ (deficit) equity by approximately $14.9 million. The pro forma information discussed above
is illustrative only and will be adjusted based on the actual initial public offering price and other terms of our initial public offering
determined at pricing.
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RISK FACTORS

Investing in our Class A common stock is speculative and involves a high degree of risk. Before investing in our Class A common stock, you
should consider carefully the risks described below, together with the other information contained in this prospectus, including our financial statements
and the related notes appearing at the end of this prospectus. If any of the following risks occur, our business, financial condition, results of operations,
and future growth prospects could be materially and adversely affected. In these circumstances, the market price of our Class A common stock could
decline, and you may lose all or part of your investment. This prospectus also contains forward-looking statements that involve risks and uncertainties.
Our actual results could differ materially from those anticipated in the forward-looking statements as a result of a number of factors, including the risks
described below. See “Information Regarding Forward-Looking Statements.”

Risks Related to Our Business and Our Industry

We have a history of cumulative losses, and we do not expect to be profitable for the foreseeable future.

We incurred net losses of $1.0 million and $6.6 million for the years ended December 31, 2019 and 2020. Over our 14 years of operations,
we had an accumulated deficit of $20.7 million as of June 30, 2021. We cannot guarantee that we will continue operating our business similar to past
performance. We intend to continue scaling our business to increase our customer base and to meet the increasingly complex needs of our customers.
We have invested, and expect to continue to invest, in our sales and marketing organization to sell our cloud services around the world and in our
development organization to deliver additional features and capabilities of our cloud services to address our customers’ evolving needs. We also expect
to continue to make significant investments in our data center infrastructure and technical operations organization as we further scale our business. As a
result of our continuing investments to scale our business in each of these areas, we do not expect to be profitable for the foreseeable future. We cannot
assure you that we will achieve profitability in the future or that, if we do become profitable, we will sustain profitability.

The markets in which we participate are intensely competitive, and if we do not compete effectively, our operating results would be harmed.

The markets in which we operate are highly competitive, with relatively low barriers to entry for certain applications and services. Some of
our competitors include cloud-based services such as those offered by Amazon.com, Inc. through Amazon Web Services, Alphabet Inc. through Google
Cloud Platform, and Microsoft Corporation through Azure, and on-premises offerings such as those offered by EMC/Dell and NetApp. Many of our
competitors and potential competitors are larger and have greater name and brand recognition; much longer operating histories; larger marketing budgets
for the development, promotion and sale of their products or services; broader service offerings and capabilities; and significantly greater resources than
we do. In addition, many of our competitors have established marketing and distribution relationships with channel partners, consultants, system
integrators, and resellers. Our competitors may also be able to respond more quickly and effectively to new or changing opportunities, technologies,
standards, or customer requirements. Competition may intensify in the future and may also include new market entrants. Our competitors could offer
their products or services at a lower price or in some combination with other services or applications that we do not offer, which could result in pricing
pressures on our business. Increased competition generally could result in reduced sales, lower margins, losses, or the failure of our cloud services to
achieve or maintain widespread market acceptance, any of which could harm our business.

Any significant disruption in our service or loss, or delay in availability of our customers’ data, could damage our reputation and harm our business
and operating results.

Our brand, reputation, and ability to manage our systems; attract, retain, and serve our customers; and interface with our partners, are
dependent upon the reliable performance of our platform, including our underlying technical infrastructure, as well as the systems and infrastructure of
various third parties, including third-party hosted data centers that we use and internet access and infrastructure used by us and our customers
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and partners. Our customers rely on our platform to store and access their data, including financial records, business information, personal information,
documents, media, and other important content. There are various reasons that our platform, or the systems that are used to access or support our
platform, could experience a disruption in service, some of which are entirely outside of our control. For example, our facilities as well as the data
centers that we use are vulnerable to damage or interruption from human error, intentional bad acts, earthquakes, floods, fires, war, terrorist attacks,
power losses, hardware failures, systems failures, telecommunications failures, and similar events, any of which could disrupt our service, destroy user
content, or prevent us from being able to continuously back up or record changes in our users’ content. If any of these events occur, customer data could
be lost and it may take a significant period of time to achieve full resumption of our cloud services. Our disaster recovery planning cannot account for
all eventualities and even if we anticipate an incident, our disaster recovery plans may not be sufficient to timely and effectively address the issue.
Moreover, our platform and technical infrastructure may not be adequately designed with sufficient reliability and redundancy to avoid delays or outages
that could be harmful to our business. If our platform is unavailable when users attempt to access it, or if it does not load as quickly as they expect, or if
data is lost, users may not use our platform as often in the future, or at all.

If we are unable to maintain our brand and reputation, our business, results of operations, and financial condition may be adversely affected.

The successful promotion of our brand and our ability to maintain our reputation will depend on a number of factors, including our
performance and the reliability of our cloud services; our advertising and marketing efforts, including our blog and social media presence, which have
been important to building and maintaining our brand and reputation; our ability to continue to develop high-quality features and cloud services; and our
ability to successfully differentiate our cloud services from competitive products and services. Our brand promotion activities may not be successful or
yield increased revenue.

The promotion of our brand may require us to make substantial expenditures, particularly as our markets become more competitive and we
expand into new markets or offer additional features. Expenditures intended to maintain and enhance our brand may not be cost-effective or effective at
all. If we do not successfully maintain and enhance our brand, we may have reduced pricing power relative to our competitors, we could lose customers,
we could fail to attract potential new customers or retain our existing customers, or our blog and thought leadership in our industry may decline in
popularity, all of which could materially and adversely affect our business.

If our information technology systems, including the data of our customers stored in our systems, are breached or subject to cybersecurity attacks,
our reputation and business may be harmed.

Our customers rely on our solutions to store their files, which may include confidential or personally identifiable information, critical
business information, photos, and other meaningful content. To manage and maintain such data, we are highly dependent on internal and external
information technology systems and infrastructure, including the internet, to securely process, transmit, and store critical information. Although we take
measures to protect sensitive information from unauthorized access or disclosure, third parties may be able to circumvent our security by deploying
viruses, worms, and other malicious software programs that are designed to attack or attempt to infiltrate our systems and networks, including
distributed denial of service (DDoS) attacks that can undermine the availability and performance of our systems and cloud services, or phishing attacks
that can be used to fraudulently steal data. Moreover, cybersecurity attacks evolve rapidly and may utilize new methods not recognized. We may be
unable to successfully identify, stop, or resolve such attacks, or implement adequate preventative measures. In addition, employee or consultant error,
malfeasance, or other errors in the storage, use, or transmission of customer data could result in a breach. For example, in late March 2021, it was
discovered that a Backblaze marketing campaign leveraging the Facebook ad network, which had been launched two weeks earlier, had been incorrectly
configured to run on all Backblaze platform pages instead of only the Backblaze marketing pages as intended. Once we became aware of the issue, it
was promptly resolved. Although we believe that less than 2% of Backblaze customers may have been affected, and no actual customer files, file
contents, or user account information were shared at any time, certain file metadata may have been inadvertently
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shared with Facebook. Even if a breach is detected, the full extent of the breach may not be determined immediately, or at all. While we maintain
insurance coverage to mitigate the potential financial impact of these risks, our insurance may not cover all such events or may be insufficient to
compensate us for potentially significant losses, including the potential damage to the future growth of our business, that may result from any such
breach. In addition, our business utilizes information technology systems of our partners and vendors, who are also subject to similar cybersecurity risks
that could adversely impact the security of our systems and business. We may have little or no control over how cybersecurity attacks on our partners or
vendors are addressed. An actual or perceived breach of our network security and systems or other cybersecurity-related events that cause the loss, theft
or unauthorized disclosure of our customers’ information, including any delay in determining the full extent of a potential breach, could have a material
adverse impact on our business, results of operations, and financial condition, including harm to our reputation and brand, reduced demand for our
solutions, time-consuming and expensive litigation, fines, penalties, and other damages.

If we are unable to attract and retain customers on a cost-effective basis, our revenue and operating results would be adversely affected.

We generate substantially all of our revenue from the sale of our cloud services either on a consumption or subscription model. To grow, we
must continue to attract a large number of customers on a cost-effective basis. We have historically used, and plan to increase our use of, a variety of
advertising and marketing programs to promote our cloud services. These programs, including any expansion of existing programs and new programs to
promote our cloud services, may not be successful or provide a reasonable return on investment within a desired timeframe. Significant increases in the
pricing of one or more of our advertising channels would increase our advertising and marketing costs or cause us to choose less expensive and perhaps
less effective channels. We may also need to expand into channels with significantly higher costs, which could adversely affect our operating results. We
may also incur advertising and marketing expenses significantly in advance of the time we anticipate recognizing any revenue generated by such
expenses, and we may only at a later date, or never, experience an increase in revenue or brand awareness as a result of such expenditures. If we are
unable to maintain effective advertising and marketing programs, our ability to attract new customers could be adversely affected, our advertising and
marketing expenses could increase substantially, and our operating results may suffer.

A portion of our potential customers locate our website through search engines, such as Google, Bing, and Yahoo!. Our ability to maintain
the number of visitors directed to our website is not entirely within our control. If search engine companies modify their search algorithms in a manner
that reduces the prominence of our listing, or if our competitors’ search engine optimization efforts are more successful than ours, fewer potential
customers may click through to our website. In addition, the cost of purchased listings has increased in the past and may increase in the future. A
decrease in website traffic or an increase in promoted search result costs could adversely affect our customer acquisition efforts and our operating
results. In addition, we also rely on our blog and word of mouth to drive additional customers. To the extent our blog does not continue to attract readers
or if our reputation is harmed, these additional means of attracting customers may no longer provide significant numbers of customers in the future.

In addition, because we offer our Computer Backup cloud service at a fixed price, the amount of data our customers back up affects our
costs and gross margins. To the extent current or future customers back up unusually large amounts of data, or growth in the amount of data backed up
per customer outpaces decreases in storage costs, our costs and gross margins could be adversely affected.

If we are unable to provide successful enhancements, new features, and modifications to our cloud services, our business could be adversely
affected.

Our industry is marked by rapid technological developments and new and enhanced applications and cloud services. If we are unable to
provide enhancements and new features for our existing services or new services that achieve market acceptance or that keep pace with rapid
technological developments, our business could be adversely affected. In addition, because our cloud services are designed to operate on a variety of
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systems, we will need to continuously modify and enhance our cloud services to keep pace with changes in internet-related hardware, operating systems,
and other software, communication, browser, and database technologies, including the systems of our partners, vendors, and competitors. We may not be
successful in either developing these modifications and enhancements or in bringing them to market in a timely fashion. For example, we may not be
successful in launching our cloud replication feature in the timeframe we anticipate. Any failure of our cloud services to operate effectively and on a
timely basis with network platforms and technologies could reduce the demand for our cloud services, result in customer dissatisfaction and adversely
affect our business. Furthermore, future enhancements may increase our research and development expenses and infrastructure costs, which could
adversely impact our pricing advantage, undermine our ease of use, make it more difficult to attract and retain customers, and harm our results of
operations.

Material defects or errors in our software could harm our reputation, result in significant costs to us, and negatively impact our ability to sell our
cloud services.

The software underlying our cloud services is inherently complex and may contain material defects or errors, particularly when first
introduced or when new versions or enhancements are released. We have from time to time found defects or errors in our cloud services, and new
defects or errors in our existing solutions may be detected in the future by us, our customers or partners, or other third parties. The costs incurred in
correcting such defects or errors may be substantial and could harm our operating results. Backblaze employees could also introduce defects or errors
through incompetence, malfeasance, or a mistake that would lead to data loss. For example, to the extent that the encryption keys for encrypted
customer data stored by Backblaze were to be deleted or corrupted, the data could become unrecoverable. In addition, we rely on hardware purchased or
leased and software licensed from third parties to offer our cloud services. Any defects in, or unavailability of, our software that cause interruptions to
the availability of our cloud services could, among other things:
 
 •  require us to issue refunds to our customers or expose us to claims for damages,
 
 •  cause us to lose existing customers and make it more difficult to attract new customers,
 
 •  divert our development resources or require us to make extensive changes to our cloud services or software, and
 
 •  harm our reputation and brand.

If we fail to effectively manage our growth, our business would be harmed.

We have recently experienced, and continue to experience, a period of rapid growth. For example, our headcount grew from 82 employees
as of December 31, 2018, to 126 employees as of December 31, 2019, to 188 employees as of December 31, 2020 and to 228 employees as of June 30,
2021. Also, in just the last two years the amount of storage deployed by us has more than doubled. The number of customers and customer requests on
our network has also increased rapidly in recent years. While we expect to continue to expand our operations and to increase our headcount, network,
and product offerings significantly in the future, our growth may not be sustainable. Our growth has placed, and future growth will continue to place, a
significant strain on our management, corporate culture, quality of our cloud services, and administrative, operational, security, and financial
infrastructure. Our success will depend in part on our ability to manage this growth effectively, which will require that we, among other things, continue
to improve our administrative, operational, financial, and management systems and controls.

Our business depends on our ability to retain and increase revenue from customers, and if we are unable to do so, our revenue and operating results
would be adversely affected.

It is important for our business that our customers continue to use, and even increase their use of, our cloud services. Many of our customers
can terminate their use of our cloud services at will with little-to-no advance notice. Even though some of our customers enter into longer-term
agreements of up to two years, they generally have no obligation to renew their subscriptions or increase usage. Due to our varied customer base and
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lack of long-term customer and usage commitments, it can be difficult to accurately predict our customer retention rate on a quarterly basis or long-term
basis. Our customer retention and the amount of data that they store with us may decline or fluctuate as a result of a number of factors, including
potential customer dissatisfaction with our cloud services and offerings; pricing plans; our customers’ own business conditions; customer decisions to
delete unneeded or redundant data; the perception, whether or not accurate, that competitive products provide better options; changes in our brand or
reputation; and overall general economic conditions. Our future financial performance also depends in part on our ability to continue to increase revenue
from our customers through additional paid products, such as Extended Version History and multi-region selection. Our customers’ decision whether to
opt for additional paid products is driven by a number of factors. If our customers do not perceive the value in such additional paid offerings, we may
not realize the anticipated benefits of our investments in such additional features, and our financial results could be harmed. If we cannot successfully
retain our existing customers and add new customers consistent with historical rates, including maintaining or growing the amount of data that our
customers store with us, our revenue and ability to grow may be adversely affected.

To the extent we target different types of customers, we may face increased demands and challenges that adversely impact our business and
operations.

Historically, most of our customers consisted of small-to-medium sized businesses and individuals. To the extent we target other types of
customers or customers with different needs, we may face greater demand for certain service enhancements or features that we do not currently offer, or
additional performance, availability, durability, and security requirements. Certain types of customers may also have longer sales cycles, less
predictability or higher volatility in the amount of data they store with us, increased pricing or negotiation leverage, and increased customer education
and overall customer engagement needs. In addition, some customers may demand more customization, integration, and support services. Any of these
factors could require us to devote greater sales, engineering, operations, and support services as well as make significant infrastructure changes, which
could increase our costs, divert key resources from other current and prospective customers, and otherwise adversely affect our business and operating
results. These increased demands and challenges may also be for the benefit of a limited number of customers. Moreover, we cannot assure you that any
such efforts will be successful or justify the additional investments in a timely manner, or at all.    

The material stored using our cloud services may subject us to negative publicity, legal liability, and harm our business.

We are not aware of the contents of the data that customers store using our cloud services. While we do have a detailed process to address
any third-party complaint regarding illegal or other inappropriate use of our cloud services by a customer that would violate our terms of service, we do
not actively monitor the content of data that is being stored with us. To the extent that sensitive, personally identifiable, illegal, or controversial data is
stored in our servers and that becomes known publicly, particularly given the highly volatile nature of the political landscape throughout the world and
immediate access by individuals to social media platforms with a broad outreach, it may create negative publicity and adversely impact our reputation
and harm our business.    

Our quarterly results may fluctuate significantly and may not fully reflect the underlying performance of our business.

Our quarterly results of operations may vary significantly in the future. Accordingly, the results of any one quarter should not be relied upon
as an indication of future performance. Our quarterly results of operations may fluctuate as a result of a variety of factors, many of which are outside of
our control, and as a result may not fully reflect the underlying performance of our business. Fluctuation in quarterly results may negatively impact the
trading price of our Class A common stock. Factors that may cause fluctuations in our quarterly results of operations include, without limitation:
 
 •  our ability to attract new customers;
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 •  the amount of customer churn;
 
 •  fluctuations in the amount of data customers store with us;
 
 •  the amount and timing of operating expenses and equipment purchases related to the maintenance and expansion of our business;
 
 •  interruptions or loss of service of our offerings;
 
 •  the timing and success of new product feature and service introductions by us or our competitors;
 
 •  our ability to retain and increase revenue from customers;
 
 •  the timing of expenses and recognition of revenue;
 
 •  the impact of COVID-19 or other pandemics on our business or that of our customers and partners;
 
 •  changes in the competitive dynamics of our industry, including consolidation among competitors;
 
 •  security breaches of our systems;
 
 •  our involvement in litigation, or the threat thereof;
 
 •  the length of the sales cycle;
 
 •  seasonal fluctuations;
 
 •  the timing of expenses and receipt of perceived benefits related to any acquisitions;
 
 •  changes in laws and regulations that impact our business; and
 
 •  general economic and market conditions.

Further, as we continue to grow and scale our business to meet the needs of our customers, we may overestimate or underestimate our
infrastructure capacity requirements, which could adversely affect our results of operations. The costs associated with leasing and maintaining our
custom-built infrastructure in co-location facilities and third-party data centers already constitute a significant portion of our capital and operating
expenses. We continuously evaluate our short and long-term infrastructure capacity requirements and seek to ensure adequate capacity for new and
existing users while minimizing unnecessary excess capacity costs. However, we may not be able to sufficiently predict future demand, or the
availability of hardware or infrastructure necessary to support increased demand on a timely basis. If we overestimate the demand for our platform and
therefore secure excess infrastructure capacity or equipment, our gross margins could be reduced. If we underestimate our infrastructure capacity
requirements or availability of necessary hardware or infrastructure, we may not be able to service the needs of new and existing customers; durability,
reliability, and performance could suffer; our costs could rise; and our business could be harmed.

We rely on the performance of key personnel, including our management and other key employees, and the loss of one or more of such personnel, or
of a significant number of our team members, could harm our business.

We believe our success has depended, and continues to depend, on the efforts and talents of senior management, including our founders and
other key personnel. All of our employees, including our senior
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management, are employed on an at-will basis. Furthermore, our founders and other key personnel hold shares or equity awards that are largely vested,
and as result, they may not be incentivized to remain with our company once there is a trading market for our Class A common stock. We cannot ensure
that we will be able to retain the services of any member of our senior management or other key employees or that we would be able to timely replace
members of our senior management or other key employees should any of them depart. The loss of one or more members of our senior management or
other key employees could harm our business.

The failure to attract and retain additional qualified personnel could prevent us from executing our business strategy.

To execute our business strategy, we must attract and retain highly qualified personnel. Competition for executive officers, software
developers, sales personnel, operational personnel, and other key employees in our industry is intense. In particular, we compete with many other
companies for software developers with high levels of experience in designing, developing, and managing cloud-based software, as well as for skilled
sales and operations professionals. In addition, we believe that the success of our business and corporate culture depends on employing a diverse
workforce, and the competition for such personnel is significant. The market for such talented personnel is particularly competitive in the San Francisco
Bay Area, where our headquarters is located. Many of the companies with which we compete for experienced personnel have greater resources than we
do and can frequently offer such personnel substantially greater compensation than we can offer. If we fail to attract new personnel or fail to retain and
motivate our current personnel, our business would be harmed.

Our corporate culture has contributed to our success, and if we cannot maintain this culture as we grow, we could lose the innovation, creativity,
and teamwork fostered by our culture, and our business may be harmed.

We have a culture that encourages employees to be open, collaborate, strive to do the right thing, and develop and launch new and
innovative solutions, which we believe is essential to attracting customers and partners and serving the best, long-term interests of our company. As our
business grows and becomes more complex, and as we become a public company, it may become more difficult to maintain this cultural emphasis. Any
failure to preserve our culture could negatively affect our ability to retain and recruit personnel, which is critical to our growth, and to effectively focus
on and pursue our strategies. If we fail to maintain our company culture, our business and competitive position may be harmed.

As we expand our operations outside the United States, we may be subject to increased business, regulatory and economic risks that could impact
our results of operations.

In 2020, we derived approximately 28% of our revenue from customers outside of the United States. We may also expand our international
operations, which may include hiring employees, building out technical infrastructure, and opening offices in foreign jurisdictions. Any new markets or
countries into which we attempt to market and sell our cloud services may not be receptive. For example, we may be unable to expand further in some
markets if we are unable to satisfy various government- and region-specific requirements. In addition, our ability to manage our business and conduct
our operations internationally requires considerable management attention and resources and is subject to the particular challenges and complexities of
deploying infrastructure internationally and supporting a rapidly growing business in an environment of multiple languages, cultures, customs, legal and
regulatory systems, alternative dispute systems, and commercial markets. International expansion has required, and will continue to require, investment
of significant funds and other resources. Growth in our international operations will subject us to new risks and may increase risks that we currently
face, including risks associated with:
 
 •  higher costs of doing business internationally, including increased infrastructure, accounting, travel, and legal compliance costs;
 
 •  providing our platform, building out the necessary infrastructure and operating our business across a significant distance, in different

languages and among different cultures, including the potential
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 need to modify our platform and features to ensure that they are culturally appropriate and relevant in different countries;
 

 
•  compliance with applicable international laws and regulations, including laws and regulations with respect to privacy, data protection,

consumer protection, and unsolicited email, and the risk of penalties to our users and individual members of management or
employees if our practices are deemed to be out of compliance;

 
 •  recruiting and retaining talented and capable employees outside the United States, and maintaining our company culture across all of

our offices;
 
 •  management of an employee base in jurisdictions that may not give us the same employment and retention flexibility as does the

United States;
 
 •  operating in jurisdictions that do not protect intellectual property rights to the same extent as does the United States;
 

 
•  compliance by us and our business partners with anti-corruption laws, anti-bribery, anti-money laundering, and similar laws; import

and export control laws; tariffs and trade barriers; economic sanctions; and other regulatory limitations on our ability to provide our
cloud services in international markets;

 
 •  foreign exchange controls that might require significant lead time in setting up operations in certain geographic territories;
 
 •  restrictions that might prevent us from repatriating cash earned outside the United States;
 
 •  double taxation of our international earnings and potentially adverse tax consequences due to changes in the income and other tax

laws of the United States or the international jurisdictions in which we operate; and
 
 •  political and economic instability in various jurisdictions.

Expanding our international operations and complying with applicable foreign laws and regulations may substantially increase our cost of
doing business in international jurisdictions. We may also be unable to keep current with changes in laws and regulations as they develop, and we or our
employees, contractors, partners, and agents may fail to maintain compliance with applicable laws and regulations. Any violations could result in
enforcement actions, fines, civil and criminal penalties, damages, injunctions, or reputational harm. If we are unable to comply with these laws and
regulations or manage the complexity of our global operations successfully, our business, results of operations, and financial condition could be
adversely affected.

We store personal information and other customer data, which subjects us to various data privacy laws, governmental regulations, and other related
legal obligations, and any actual or perceived failure to comply with such requirements could harm our business.

We store personal information and other customer data, as well as use certain cookies on our website, that are subject to numerous federal,
state, local, and foreign laws regarding privacy and the storing and protection of personal information and other customer data, and disclosure
requirements regarding the use and certain breaches of such laws. For example, we are subject to the General Data Protection Regulation (GDPR) and
the California Consumer Privacy Act (CCPA), among other laws and regulations around the world. Other comprehensive data privacy or data protection
laws or regulations requiring local data residency and/or restricting the international transfer of data have been passed or are under consideration in other
jurisdictions. In
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addition, some industries have industry-specific requirements relating to compliance with certain security and regulatory standards, such as those
required by the Health Insurance Portability and Accountability Act (HIPAA). For example, HIPAA imposes privacy, security, and breach reporting
obligations with respect to individually identifiable health information upon “covered entities” (e.g., health plans, health care clearinghouses, and certain
health care providers), and their respective business associates, individuals, or entities that create, receive, maintain or transmit protected health
information in connection with providing a service for or on behalf of a covered entity. Such laws give rise to an increasingly complex set of compliance
obligations on us regarding our ability to gather, use, and store customer data and customer account data.

These laws are subject to rapid change, differing interpretations, and can be inconsistent among regulatory frameworks or conflict with other
rules or our business practices. We strive to comply with all applicable laws, policies, legal obligations, and industry codes of conduct relating to privacy
and data protection to the extent possible. Our efforts to comply with the complex matrix of data privacy laws around the world subjects us to increasing
costs to review and comply with such laws, including updating our policies, procedures, and business practices to address such evolving privacy laws.
We also make public statements and commitments regarding our use and disclosure of personal information through our privacy policy, information
provided on our website, and data processing agreements with customers and other third parties. Because the interpretation and application of data
protection laws, regulations, standards, and other obligations are often uncertain and in flux, and sometimes contradictory, it is possible that the scope
and requirements of these laws and other obligations may be interpreted and applied in a manner that is inconsistent with our practices, and our efforts to
comply with rapidly evolving data protection laws and obligations may be unsuccessful. For example, we previously relied on the EU-US Privacy
Shield framework, which was invalidated by a European court in July 2020. As a result of such a decision, we have had to take additional steps to
comply with applicable EU data protection requirements, including implementation of standard contractual clauses.

Any failure, or perceived failure, by us to comply with applicable privacy and security laws, policies, or related contractual obligations, or
any compromise of security that results in unauthorized access, or the use or transmission of personal information or other customer data, could result in
a variety of claims against us, including governmental enforcement actions and investigations, audits, inquiries, whistleblower complaints, class action
privacy litigation in certain jurisdictions, and proceedings by data protection authorities. For example, under the GDPR we may be subject to fines of up
to €20 million or up to 4% of the total worldwide annual group turnover of the preceding financial year, as well as potentially face claims from
individuals. The CCPA provides for civil penalties for violations, as well as a private right of action for certain data breaches that result in the loss of
personal information. This private right of action may increase the likelihood of, and risks associated with, data breach litigation. Any non-compliance
with data privacy requirements could subject us to significant fines and penalties, adverse media coverage, reputational damage, the loss of current and
potential customers, loss of export privileges, or criminal or other civil sanctions, any of which could materially adversely affect our business and
financial condition.

The ongoing COVID-19 pandemic, and resulting global economic downturn, has impacted how we, our customers, and our partners are operating,
and could result in a material adverse effect on our business.

The ongoing COVID-19 pandemic, and measures taken to control its spread such as travel restrictions, shelter-in-place orders, and business
shutdowns, have affected all of the regions in which we conduct business and in which our customers, partners, and suppliers are located; have
adversely impacted global economic activity; and have contributed to volatility in financial markets. As the situation around the spread of the
COVID-19 pandemic evolves, we have continued to operate in a modified manner—employing precautionary measures designed to protect the health of
our employees while enabling us to support our customers and partners. Among other modifications, we generally required our employees to work
remotely; instituted business-related travel restrictions; and virtualized, postponed, or cancelled various sales and marketing, employee, and industry
events. The remote work measures that we implemented have generally allowed us to provide uninterrupted service to our customers and partners, but
have also introduced additional challenges and
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operational risks, including increased supply chain risks and cybersecurity risks, and have affected the way we conduct various other activities. For
example, starting in April 2020, we began to acquire additional hard drives and related infrastructure through capital lease agreements in order to
minimize the impact of potential supply chain disruptions. The additional leased hard drives resulted in a higher balance of capital equipment and
related lease liability, an increase in cash used in financing activities from principal payments, as well as a higher ongoing interest and depreciation
expense related to these lease agreements. The supply chain for other infrastructure and related equipment essential to our business may also become
constrained or unavailable on favorable terms or at all.

The COVID-19 pandemic has been challenging and a hardship on many of our employees, and required us to operate under substantially
novel constraints. The pandemic has resulted in various inefficiencies, delays, and additional costs across our company, which may continue or worsen
as the pandemic continues. In addition, work from home and related business practice modifications present significant challenges to maintaining our
corporate culture, including employee engagement and productivity, both during the immediate pandemic crisis and as we make additional adjustments
in the eventual transition from it.

The duration and severity of the COVID-19 pandemic, including variants of COVID-19 that may be more transmissible, more likely to
result in severe illness or death, or less susceptible to treatments or protection from existing vaccines, and the degree of its impact on our business
remains uncertain and difficult to predict. Our customers or partners could experience downturns or uncertainty in their own business operations or
revenue due to COVID-19, which may result in decreased revenue for our business, especially as it may disproportionally adversely affect mid-market
businesses on which we are especially dependent. As a result, we may experience customer losses due to customer bankruptcy or cessation of
operations, or otherwise.

If the COVID-19 pandemic worsens or is prolonged, especially in regions where we have material operations or sales, our business
operations in affected areas, including sales-related and customer support activities, could be adversely affected by continued or additional business
closures, travel restrictions impacting employees and partners, and other precautionary measures. While we have developed and continue to develop
plans to help mitigate the negative impact of the pandemic on our business, these efforts may not be effective and a protracted economic downturn may
limit the effectiveness of our mitigation efforts. The COVID-19 pandemic may also have the effect of heightening many of the other risks described in
this “Risk Factors” section.

Our business is substantially dependent on mid-market organizations, which may be more vulnerable to market fluctuations and other economic
factors, and their vulnerability to such factors could negatively impact our business.

If we are unable to successfully market and sell our cloud services to mid-market organizations, our ability to grow our revenue and achieve
profitability will be harmed. We expect it will be more difficult and expensive to attract and retain mid-market organization customers than other
customers because mid-market organizations are more frequently forced to curtail or cease operations due to the sale or failure of their business; can be
more difficult to identify and may require more expensive, targeted sales campaigns; and generally have lesser amounts of data to store than larger
organizations, thus requiring us to successfully sell to and support more mid-market organizations for meaningful revenue impact. In addition,
mid-market organizations frequently have limited budgets and are more likely to be significantly affected by economic downturns than larger, more
established companies. As a result, mid-market organizations may choose to spend funds on items other than our cloud services, particularly during
difficult economic times. If we do not achieve continued success among mid-market organizations, our business, operating results, and future growth
would be adversely affected.

We are dependent on a small number of service offerings, and any reduced market adoption of these offerings would result in lower revenue and
harm our business.

As a pure-play cloud vendor, we are dependent on a small number of offerings focused on cloud storage and computer backup, and a limited
number of corresponding use cases. Our B2 Cloud Storage and Computer
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Backup offerings have accounted for substantially all of our total revenue to date and we anticipate that they will continue to do so for the foreseeable
future. As a result, our revenue could be reduced as a result of any general or industry decline in demand for cloud-based storage solutions, particularly
given that we would not have meaningful revenue from other market sectors to offset any temporary or longer-term downturn in demand for cloud-based
storage solutions.

Adverse economic conditions may adversely impact our revenue and profitability.

Our operations and financial performance depend in part on worldwide economic conditions and the impact these conditions have on levels
of spending on cloud storage solutions. Our business depends on the overall demand for these products and on the economic health and general
willingness of our current and prospective customers to purchase our cloud services. Some of our paying customers may view use of cloud storage
services as a discretionary purchase and may reduce their discretionary spending on our cloud services during an economic downturn. Weak economic
conditions, whether due to COVID-19 or other factors, could cause a reduction in spending on products and solutions storage, which could reduce sales,
lengthen sales cycles, increase customer churn, and lower demand for our cloud services, any of which could adversely affect our business, results of
operations, and financial condition.

Our ability to maintain customer adoption and satisfaction depends in part on the ease of use of our cloud services, and any such failure could have
an adverse effect on our business.

Our success in retaining existing customers and obtaining new customers is dependent in part on the ease of use of our cloud services. If our
platform and cloud services, including new service offerings and features as they become available, become more complicated and less easy-to-use,
customers could experience increased difficulties or disruption with storing or accessing their data, and we may lose existing customers or experience
increased challenges obtaining new customers or existing customers may not choose to use additional features of our cloud services. In addition, our
customers sometimes depend on our technical support services to resolve issues relating to our platform. If we do not succeed in helping our customers
quickly resolve issues or provide effective ongoing education related to our platform, our reputation and business may be harmed.

Future acquisitions and investments could disrupt our business and harm our financial condition and operating results.

Our success will depend, in part, on our ability to grow our business in response to changing technologies, customer demands, and
competitive pressures. In some circumstances, we may choose to do so through the acquisition of complementary businesses and technologies rather
than through internal development. The identification of suitable acquisition candidates can be difficult, time-consuming, and costly, and we may be
unable to successfully complete proposed acquisitions. The risks we face in connection with acquisitions include:
 
 •  diversion of management time and focus from operating our business to addressing acquisition integration challenges;
 
 •  coordination of research and development, operational, and sales and marketing functions;
 
 •  retention of key employees from the acquired company;
 
 •  cultural challenges associated with integrating employees from the acquired company into our organization;
 
 •  integration of the acquired company’s accounting, management information, human resources, and other administrative systems;
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 •  the need to implement or improve controls, procedures, and policies at a business that prior to the acquisition may have lacked
effective controls, procedures, and policies;

 
 •  liability for activities of the acquired company prior to our acquisition of them, including intellectual property infringement claims,

violations of laws, commercial disputes, tax liabilities, and other known and unknown liabilities;
 
 •  unanticipated write-offs or charges; and
 
 •  litigation or other claims in connection with the acquired company, including claims from terminated employees, customers, former

stockholders, or other third parties.

Future acquisitions could also result in dilutive issuances of our equity securities, the incurrence of debt, contingent liabilities, amortization
expenses, incremental operating expenses, or the write-off of goodwill, any of which could harm our financial condition or operating results.

We may require additional capital to support our operations or the growth of our business, and we cannot be certain that this capital will be
available on reasonable terms when required, or at all.

We may need additional financing to operate or grow our business. Our ability to obtain additional financing, if and when required, will
depend on investor and lender demand, our operating performance, the condition of the capital markets, and other factors. For example, we often use
capital leases to finance the equipment we use to provide our cloud-based services. Without additional access to this kind of capital on commercially
reasonable terms, or at all, we may not be able to respond to increased demand for our cloud services on a timely or cost-effective basis. We cannot
guarantee that additional financing will be available to us on favorable terms when required, or at all. If we raise additional funds through the issuance
of equity, equity-linked, or debt securities, those securities may have rights, preferences, or privileges senior to the rights of our Class A common stock,
and our existing stockholders may experience dilution. If we are unable to obtain adequate financing or financing on terms satisfactory to us when we
require it, our ability to continue to support the operation or growth of our business could be significantly impaired and our operating results may be
harmed.

We are an emerging growth company, and any decision on our part to comply only with certain reduced reporting and disclosure requirements
applicable to emerging growth companies could make our Class A common stock less attractive to investors.

We are an emerging growth company, and for as long as we continue to be an emerging growth company, we may choose to take advantage
of exemptions from various reporting requirements applicable to other public companies but not to “emerging growth companies,” including: not being
required to have our independent registered public accounting firm audit our internal control over financial reporting under Section 404 of the Sarbanes-
Oxley Act of 2002, as amended (the Sarbanes Oxley Act), reduced disclosure obligations regarding executive compensation in our periodic reports and
proxy statements, and exemptions from the requirements of holding a non-binding advisory vote on executive compensation and stockholder approval of
any golden parachute payments not previously approved. Under the JOBS Act, emerging growth companies can also delay adopting new or revised
accounting standards until such time as those standards apply to private companies. We have elected to avail ourselves of this accommodation allowing
for delayed adoption of new or revised accounting standards, and therefore, we will not be subject to the same new or revised accounting standards as
other public companies that are not emerging growth companies. We could be an emerging growth company for up to five years following the
completion of this offering or until we reach certain thresholds. Investors may find our Class A common stock less attractive due to our election to rely
on these exemptions and there may be a less active trading market for our Class A common stock and the market price of our Class A common stock
may be more volatile.
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We are exposed to fluctuations in currency exchange rates, which could negatively affect our results of operations.

All of our sales contracts are currently denominated in U.S. dollars and therefore, our revenue is not directly subject to foreign currency risk.
However, a strengthening of the U.S. dollar could increase the real cost of our cloud services to our customers outside of the United States, which could
reduce demand for our cloud services and adversely affect our financial condition and results of operations. In addition, as we expand our international
operations, we may become more exposed to foreign currency risk and may have some of our sales denominated in one or more currencies other than
the U.S. dollar. If we become more exposed to currency fluctuations and are unable to successfully hedge against the risks associated with currency
fluctuations, our results of operations could be materially and adversely affected.

Certain of our market opportunity estimates, growth forecasts, and other metrics included in this prospectus could prove to be inaccurate, and any
real or perceived inaccuracies may harm our reputation and negatively affect our business.

Certain estimates and information contained in this prospectus, including general expectations concerning our industry and the market in
which we operate, market opportunity, and market size, are subject to significant uncertainty and are based on assumptions and estimates that may not
prove to be accurate. Moreover, much of this information is based on information provided by third-party providers. Although we believe the
information from such third-party sources is reliable, we have not independently verified the accuracy or completeness of the data contained in such
third-party sources or the methodologies for collecting such data, and such information may also not prove to be accurate. If there are any limitations or
errors with respect to such data or methodologies, our business opportunities may be limited, which could negatively affect our shares of Class A
common stock. Even if the markets in which we compete meet the size estimates and growth forecasted in this prospectus, our business could fail to
grow at similar rates, if at all.

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

We may become subject to legal proceedings, investigations, and claims that arise in the ordinary course of business. For example, we may
be subject to claims brought by customers in connection with commercial disputes or employment claims made by our current or former employees.
Litigation can often be expensive, even when there is a successful outcome, and can divert management’s attention and resources, which could harm our
business and financial condition. Any adverse outcome could also result in significant monetary damages or other types of unfavorable relief, which
could harm our business as well as our reputation. Although we may have various insurance policies, insurance might not cover such claims or provide
sufficient payments to cover all the costs to resolve one or more such claims, and might not continue to be available on terms acceptable to us, including
premium increases or the imposition of large deductible or co-insurance requirements. In addition, we may also be subject to subpoena requests from
third parties as well as governmental agencies from time to time that require us to provide certain information relating to matters targeted against other
third parties, which can be time consuming.

Risks Related to Reliance on Infrastructure and Third Parties

We rely on third-party vendors and suppliers, including data center and hard drive providers, which may have limited sources of supply, and this
reliance exposes us to potential supply and service disruptions that could harm our business.

We depend on a limited number of third-party data centers and other providers to safely house our equipment and provide sufficient power,
bandwidth, and other infrastructure needs to support our operations and cloud services. We also rely on key components for our platform, including hard
drives and semiconductors, which come from limited sources of supply. For example, the 2011 Thailand floods decreased hard drive supply
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globally due to related manufacturing stoppages. A similar decrease in hard drive availability could negatively impact our operations. The COVID-19
pandemic as well as fluctuating demands in the cryptocurrency mining markets also have impacted, and could continue to impact, our ability to source
components in a timely and cost-effective manner from third-party suppliers. For example, starting in April 2020, we began to acquire additional hard
drives and related infrastructure through capital lease agreements in order to minimize the impact of potential supply chain disruptions due to the
COVID-19 pandemic. The additional leased hard drives resulted in a higher balance of capital equipment and related lease liability, an increase in cash
used in financing activities from principal payments, as well as a higher ongoing interest and depreciation expense related to these lease agreements. The
semiconductor industry is also experiencing a global chip shortage due to the COVID-19 pandemic and various other factors. Any shortage of key
components, including hard drives, could materially and adversely affect our ability to provide our cloud services, as well as negatively impact our
financial results by increasing our costs, lease liabilities, interest and depreciation expenses, and inventory levels. Shortages or pricing fluctuations could
be material in the future. In the event of a shortage, supply interruption, or material pricing change from our suppliers, we may be unable to develop
alternate sources in a timely manner or at all. Developing alternate sources of supply for these infrastructure needs may be time-consuming, difficult,
and costly and we may be unable to source them on terms that are acceptable to us, or at all, which may undermine our ability to scale our platform and
harm our business.

Our business depends, in part, on the success of our strategic relationships with third parties.

To maintain and grow our business, we anticipate that we will continue to depend on relationships with third parties, such as channel
partners and integrators. Identifying partners and negotiating and building relationships with them requires significant time and resources. Our
competitors may be effective in providing incentives to third parties to favor their services over us. In addition, any industry consolidation of such
partners or integrators by our competitors or others could result in a decrease in the number of our current and potential customers, as these partners or
integrators may no longer facilitate the adoption of our applications by potential customers. Interoperability between our platform and other third-party
platforms is also important to our business. Further, some of our partners or integrators are or may become competitive with certain aspects of our cloud
services and may elect to no longer integrate with, or support, our platform and cloud services. If we are unsuccessful in establishing or maintaining our
relationships with such third parties and maintaining interoperability, our ability to compete in the marketplace or to grow our revenue could be
impaired, and our business may suffer. Even if we are successful, we cannot assure you that these relationships will result in increased customer usage of
our cloud services or increased revenue.

Our business is exposed to risks associated with online payment processing methods.

Many of our customers pay for our cloud services and products using credit cards. We rely on internal systems as well as those of third
parties to process payments. Acceptance and processing of these payment methods are subject to certain rules and regulations and require payment of
interchange and other fees. To the extent there are increases in payment processing fees, material changes in the payment ecosystem, such as large
re-issuances of payment cards, delays in receiving payments from payment processors, changes to rules or regulations concerning payment processing,
loss of payment partners, and/or disruptions or failures in our payment processing systems or payment products, including products we use to update
payment information, our revenue, operating expenses, and results of operation could be adversely impacted.

We rely on third-party software for certain essential financial and operational services, and a failure or disruption in these services could materially
and adversely affect our ability to manage our business effectively.

We rely on third-party software to provide many essential financial and operational services to support our business, including HubSpot,
NetSuite, PagerDuty, Stripe, and ZenDesk. Some of these vendors are less established and have shorter operating histories than traditional software
vendors. Moreover, many of these
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vendors provide their services to us via a cloud-based model instead of software that is installed on our premises. As a result, we depend upon these
vendors to provide us with services that are always available and are free of errors or defects that could cause disruptions in our business processes. Any
failure by these vendors to do so, or any disruption in our ability to access the internet, would materially and adversely affect our ability to manage our
operations, disrupt the delivery of our cloud services to customers, and affect other areas such as our ability to timely provide required financial
reporting.

Risks Related to Accounting and Tax Matters

We have identified material weaknesses in our internal controls over financial reporting, and the failure to achieve and maintain effective internal
controls over financial reporting could harm our business and negatively impact the value of our Class A common stock.

We have identified material weaknesses in our internal controls over financial reporting, and if we are not able to effectively remediate our
material weaknesses or are otherwise unable to maintain an effective system of internal controls over financial reporting, we may not be able to
accurately report our financial results or timely file our periodic reports. As a result, investors may lose confidence in the accuracy and completeness of
our financial reports, and the market price of our Class A common stock may be materially impacted.

Our management determined that as of December 31, 2019 we did not maintain effective internal controls over financial reporting, and
identified four material weaknesses, specifically related to control activities, as follows:
 

 

•  our controls were not operating effectively to allow sufficient and timely review of significant accounting transactions and
reconciliations. These deficiencies resulted in errors in certain financial statement areas, such as cash and cash equivalents, prepaid
expenses and other current assets, property and equipment, capitalized internal-use software, capital lease liability and sale leaseback
transactions;

 

 
•  our controls were not adequately designed to consider certain revenue recognition criteria, specifically related to the timing of revenue

recognition, appropriate presentation and satisfaction of criteria for revenue recognition, which could have resulted in a material
misstatement;

 

 

•  our controls over certain equity transactions were not operating effectively to allow management to timely identify errors related to the
recording of those transactions. Specifically, we did not have sufficient technical resources to appropriately identify errors in the
accounting for equity awards and preferred stock transactions, resulting in misstatements relating to completeness and accuracy of
stock-based compensation and classification of equity instruments; and

 
 •  our controls were not adequately designed to consider the accurate recording of value added taxes and sales and use taxes, resulting in

misstatements.

Our management also determined that the above material weaknesses had not been remediated as of December 31, 2020 and as a result, we
did not maintain effective internal control over financial reporting as of December 31, 2020.

We are working to remediate these material weaknesses through the development and implementation of processes and controls, as well as
hiring additional personnel in our finance and accounting group. Specifically, we have:
 
 •  strengthened our internal controls over financial reporting and the design of our internal-control framework through enhanced

accounting policies, control activities, and monitoring;
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 •  implemented a new enterprise resource planning (ERP) system and other systems and processes related to revenue recognition and
equity administration to increase capabilities over our financial statement recording and reporting processes;

 
 •  hired additional full-time accounting personnel with appropriate levels of experience to increase our accounting and technical

expertise, including a new Chief Financial Officer, a Corporate Controller and an Internal Controls Manager; and
 
 •  reallocated responsibilities across our accounting organization so that the appropriate level of knowledge and experience is applied

based on complexity of transactions.

While we have made progress to enhance our internal controls over financial reporting, we are still in the process of implementing,
documenting, and testing these processes, procedures, and controls. Additional time is required to complete implementation and to assess and evaluate
the sufficiency of these procedures and related actions. We will continue to devote significant time and attention to these remediation efforts. However,
these material weaknesses cannot be considered remediated until the applicable controls operate for a sufficient period of time and management has
concluded, through testing, that these controls are operating effectively.

We cannot assure you that the measures we have taken to date will be sufficient to remediate the material weaknesses we identified or
prevent additional material weaknesses in the future. Although we plan to complete this remediation, if the steps we take do not remediate the material
weakness in a timely or sufficient manner, there could continue to be a reasonable possibility that these control deficiencies or others could result in a
material misstatement of our annual or interim financial statements that would not be prevented or detected on a timely basis.

Our independent registered public accounting firm is not required to formally attest to the effectiveness of our internal controls over
financial reporting until after we are no longer an “emerging growth company” as defined in the JOBS Act. At such time, our independent registered
public accounting firm may issue a report that is adverse in the event it is not satisfied with the level at which our internal controls over financial
reporting is documented, designed, or operating. Any failure to maintain effective disclosure controls and internal controls over financial reporting could
materially and adversely affect our business, results of operations, and financial condition and could cause a decline in the trading price of our Class A
common stock.

If we fail to maintain an effective system of disclosure controls and internal control over financial reporting, we may be unable to produce timely
and accurate financial statements or comply with applicable regulations, which could negatively impact the price of our Class A common stock.

As a public company, we will be subject to the reporting requirements of the Securities Exchange Act of 1934, as amended (the Exchange
Act), the Sarbanes-Oxley Act, and the rules and regulations of the NASDAQ Global Market. We expect that the requirements of these rules and
regulations will continue to increase our legal, accounting, and financial compliance costs, make some activities more difficult, time-consuming, and
costly, and place significant strain on our personnel, systems, and resources.

The Sarbanes-Oxley Act requires, among other things, that we maintain effective disclosure controls and procedures and internal controls
over financial reporting. We are continuing to develop and refine our disclosure controls and other procedures and internal controls over financial
reporting and expect that we will need to continue to expend significant resources, including accounting-related costs, and significant management
oversight, to meet such requirements. However, our current controls and any new controls that we develop may not be adequate, and weaknesses in our
disclosure controls may be discovered in the future. Additionally, we have identified material weaknesses in our internal controls over financial
reporting, and additional such weaknesses may be discovered in the future. See “—We have identified material weaknesses in our internal controls over
financial reporting, and the failure to achieve and maintain effective internal controls over financial
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reporting could harm our business and negatively impact the value of our Class A common stock.” Any failure to develop or maintain effective controls
or any difficulties encountered in their implementation or improvement could harm our results of operations or cause us to fail to meet our reporting
obligations and may result in a restatement of our financial statements for prior periods. Any failure to implement and maintain effective internal
controls over financial reporting also could adversely affect the results of periodic management evaluations and annual independent registered public
accounting firm attestation reports regarding the effectiveness of our internal controls over financial reporting that we will eventually be required to
include in our periodic reports that will be filed with the SEC. Ineffective disclosure controls and procedures and internal controls over financial
reporting could also cause investors to lose confidence in our reported financial and other information, which would likely have a negative effect on the
trading price of our Class A common stock.

Because we recognize revenue from our subscription services over the term of the subscription, downturns or upturns in new business may not be
immediately reflected in our operating results.

We generally recognize revenue from customers of our subscription agreements related to data backup services ratably over the terms of
their subscription agreements, a majority of which are one or two-year agreements. Accordingly, the corresponding revenue we report in each quarter
from such arrangements is the result of subscription agreements entered into during previous quarters. Consequently, a decline in new or renewed
subscriptions in any one quarter may only be partially reflected in our revenue results for that quarter. However, any such decline will negatively affect
our revenue in future quarters. Accordingly, the effect of significant downturns in sales and market acceptance of our cloud services, and potential
changes in our retention rate may not be fully reflected in our operating results until future periods. This subscription model also makes it difficult for us
to rapidly increase our revenue through additional subscription sales in any period, as revenue from new customers must be recognized over the
applicable subscription term.

Our operating results may be harmed if we are required to collect sales or other related taxes for our cloud services in jurisdictions where we have
not historically done so.

We collect sales and value-added tax in connection with our cloud services in a number of jurisdictions. One or more states or countries may
seek to impose incremental or new sales, use, or other tax collection obligations on us, including for past sales by us or our resellers and other partners.
Online sellers can be required to collect sales and use tax despite not having a physical presence in the buyer’s state. A successful assertion by a state,
country, or other jurisdiction that we should have been or should be collecting additional sales, use, or other taxes on our cloud services could, among
other things, result in substantial tax liabilities for past sales, create significant administrative burdens for us, discourage users from purchasing our
platform, or otherwise harm our business, results of operations, and financial condition.

Our ability to use our net operating loss carryforwards and certain other tax attributes may be limited.

As of December 31, 2020 we had net operating loss carryforwards for U.S. federal income tax purposes of $45.1 million available to offset
future U.S. federal taxable income. Also, as of December 31, 2020, we had net operating loss carryforwards for state income tax purposes of $8.5
million available to offset future state taxable income. If not utilized, both the federal and state tax credit carryforwards will begin to expire in 2034.

Utilization of our net operating loss carryforwards and other tax attributes, such as research and development tax credits, may be subject to
annual limitations, or could be subject to other limitations on utilization or benefit due to the ownership change limitations provided by Sections 382 and
383 of the Internal Revenue Code of 1986, as amended (the Code), and other similar provisions. Under Sections 382 and 383 of the Code, if a
corporation undergoes an “ownership change,” our ability to use pre-change net operating loss carryforwards and other pre-change attributes, such as
research tax credits, to offset post-change income may be limited. Similar rules may apply under state tax laws. At this time, we have not completed a
study to assess whether such an ownership change has occurred, or whether there have been multiple ownership changes since
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our formation. We may experience ownership changes in the future as a result of subsequent changes in our stock ownership, some of which may be
outside our control. Accordingly, our ability to utilize the aforementioned carryforwards may be limited.

Further, legislation enacted in 2017, informally titled the Tax Cuts and Jobs Act (Tax Act), as modified by the Coronavirus Aid, Relief, and
Economic Security Act (CARES Act) changed the federal rules governing net operating loss carryforwards. For net operating loss carryforwards arising
in tax years beginning after December 31, 2017, the Tax Act limits a taxpayer’s ability to utilize such carryforwards to 80% of taxable income. In
addition, net operating loss carryforwards arising in tax years ending after December 31, 2017 can be carried forward indefinitely, but carryback is
generally prohibited. Net operating loss carryforwards generated before January 1, 2018 (which represent the substantial majority of our net operating
losses) will not be subject to the Tax Act’s taxable income limitation and will continue to have a twenty-year carryforward period. Nevertheless, our net
operating loss carryforwards and other tax assets could expire before utilization and could be subject to limitations, which could harm our business,
revenue, and financial results.

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

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect
the amounts reported in our financial statements and accompanying notes appearing elsewhere in this prospectus. We base our estimates on historical
experience and on various other assumptions that we believe to be reasonable under the circumstances, as provided in the section titled “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Critical Accounting Policies and Estimates.” The results of these estimates
form the basis for making judgments about the carrying values of assets, liabilities, and equity, and the amount of revenue and expenses that are not
readily apparent from other sources. Significant estimates and judgments involve those related to costs to be capitalized as internal-use software and
their useful life; the useful lives of other long-lived assets; impairment considerations for long-lived assets; expected lease term for capital leases;
calculation of the sales reserve; valuation of our common stock and stock options and accounting for taxes; including estimates for sales tax and value-
added tax liability; deferred tax assets; valuation allowance; and uncertain tax positions among others. Our results of operations may be adversely
affected if our assumptions change or if actual circumstances differ from those in our assumptions.

Risks Related to Intellectual Property

Assertions by a third party that our cloud services infringe, misappropriate, or otherwise violate their intellectual property could subject us to costly
and time-consuming litigation and adversely impact our business.

There is frequent litigation in the software and technology industries based on allegations of infringement, misappropriation, or other
violations of intellectual property rights. Some software and technology companies, including some of our competitors, as well as non-practicing
entities, own patents and other intellectual property rights that they may use to assert claims against us. In our case, third parties have asserted, and may
in the future assert, that we have infringed, misappropriated, or otherwise violated their patents or other intellectual property rights. For example, we
have faced infringement claims from other non-practicing entities in the past. There may be intellectual property rights held by others, including issued
or pending patents, that cover significant aspects of our technologies or solutions, and we cannot assure you that we are not infringing, misappropriating,
or violating, and have not infringed, misappropriated, or violated, any third-party intellectual property rights or that we will not be held to have done so
or be accused of doing so in the future. In addition, as we face increasing competition and become increasingly visible as a publicly-traded company, or
if we become more successful, the possibility of new third-party claims may increase.
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Any claim that we have violated intellectual property or other proprietary rights of third parties, with or without merit, could be time-
consuming and costly to address and resolve, could divert the time and attention of management and technical personnel from our business, could place
limitations on our ability to use our current websites and technologies, and could result in an inability to market or provide all or a portion of our cloud
services. Furthermore, we could be required to pay substantial monetary damages, including treble damages and attorneys’ fees if we are found to have
willfully infringed a party’s intellectual property rights. We may also be required to enter into a royalty or licensing agreement that could include
significant upfront and future licensing fees or expend significant resources to redesign our technologies or solutions, which efforts may not be timely or
prove successful at all and require us to indemnify customers or other third parties. Royalty or licensing agreements may be unavailable on terms
acceptable to us, or at all. If we cannot develop or license technology for any allegedly infringing aspect of our business, we could be forced to limit our
cloud services and may be unable to compete effectively. Any of these events could have a material adverse effect on our business.

If we are unable to adequately establish, maintain, protect, and enforce our intellectual property and proprietary rights, our reputation may be
harmed, we may be subject to litigation, and our business may be adversely affected.

Our future success and competitive position depend in large part on our ability to establish, maintain, protect, and enforce our intellectual
property and proprietary rights. We do not own any issued patents and rely on a combination of trademark, copyright, and trade secret laws, as well as
confidentiality procedures and contractual restrictions, to establish and protect our proprietary rights, all of which provide only limited protection and
may not now or in the future provide us with a competitive advantage. The steps we have taken and will take may not prevent unauthorized use, reverse
engineering, or misappropriation of our technologies and we may be unable to detect any of the foregoing. Furthermore, effective trademark, copyright,
and trade secret protection may not be available in every country in which our cloud services are available. Our lack of patent protection may restrict our
ability to protect our technologies and processes from competition. Defending and enforcing our intellectual property rights may result in litigation,
which can be costly and divert management attention and resources. If our efforts to protect our technologies and intellectual property are inadequate,
the value of our brand and other intangible assets may be diminished and competitors may be able to mimic our cloud services. Any of these events
could have a material adverse effect on our business.

With respect to our technology platform, we consider trade secrets and know-how to be one of our primary sources of intellectual property.
However, trade secrets and know-how can be difficult to protect. We seek to protect these trade secrets and other proprietary technology, in part, by
entering into non-disclosure and confidentiality agreements with parties who have access to them, such as our employees, outside contractors,
consultants, advisors, and other third parties. We also enter into confidentiality and invention assignment agreements with our employees and
consultants. The confidentiality agreements are designed to protect our proprietary information and, in the case of agreements or clauses containing
invention assignment, to grant us ownership of technologies that are developed through a relationship with employees or third parties. We cannot
guarantee that we have entered into such agreements with each party that may have or has had access to our trade secrets or proprietary information,
including our technology and processes. Despite these efforts, no assurance can be given that the confidentiality agreements we enter into will be
effective in controlling access to such proprietary information and trade secrets. The confidentiality agreements on which we rely to protect certain
technologies may be breached, may not be adequate to protect our confidential information, trade secrets, and proprietary technologies and may not
provide an adequate remedy in the event of unauthorized use or disclosure of our confidential information, trade secrets or proprietary technology.
Further, these agreements do not prevent our competitors or others from independently developing the same or similar technologies and processes,
which may allow them to provide a service similar or superior to ours, which could harm our competitive position.
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Our use of “open-source” software could negatively affect our ability to sell our cloud services and subject us to possible litigation.

A portion of the technologies used by us incorporates “open-source” software, and we may incorporate open-source software in the future.
Such open-source software is generally licensed by its authors or other third parties under open-source licenses. Companies that incorporate open-source
software into their solutions have, from time to time, faced claims challenging the use of open-source software and compliance with open-source license
terms. These licenses may subject us to certain unfavorable conditions, including requirements that we offer all or parts of our technology or services
that incorporate the open-source software at no cost, that we make publicly available source code for modifications or derivative works we create based
upon, incorporating, or using the open-source software, and/or that we license such modifications or derivative works under the terms of the particular
open-source licensor other license granting third parties certain rights of further use. Although we monitor our use of open-source software, we cannot
assure you that all open-source software is reviewed prior to use in our cloud services, that our developers have not incorporated open-source software
into our technology platform or services, or that they will not do so in the future. In the event that we become subject to such claims, we could be subject
to significant damages, enjoined from the sale of our solutions that contained the open-source software, and required to comply with onerous conditions.
In addition, the terms of open-source software licenses may require us to provide software that we develop using such open-source software to others on
unfavorable license terms. As a result of our current or future use of open-source software, we may face claims or litigation, be required to release our
proprietary source code, pay damages for breach of contract, re-engineer our solutions, discontinue making our solutions available in the event
re-engineering cannot be accomplished on a timely basis or take other remedial action. Any such re-engineering or other remediation efforts could
require significant additional research and development resources, and we may not be able to successfully complete any such re-engineering or other
remediation efforts on a timely basis, or at all. Any of these risks could be difficult to eliminate or manage, and, if not addressed, could disrupt the
distribution and sale of our solutions and have a material adverse effect on our business and operating results.

Risks Related to Ownership of Our Class A Common Stock and This Offering

We may invest or spend the proceeds of this offering in ways with which investors may not agree or in ways which may not yield a return.

Our management will have considerable discretion in the application of the net proceeds, and you will not have the opportunity, as part of
your investment decision, to assess whether the proceeds are being used appropriately. Our net proceeds from the sale of shares of our Class A common
stock in this offering will be used for general corporate purposes, including working capital, operating expenses, and capital expenditures and to fund
new growth initiatives. In addition, although we do not have any agreements or commitments for any specific material acquisitions at this time, we may
use a portion of the net proceeds to acquire businesses, products, services, or technologies. Also, prior to a private financing round consisting of $10.0
million of convertible notes (which we also refer to as a Simple Agreement for Future Equity agreement (SAFE)) in August 2021, we had raised less
than $3.0 million of outside equity investment since our founding in 2007. As a result, we do not have an established track record for the use of
significant proceeds from the sale of shares of our stock. We may spend the proceeds in ways that may not yield a significant return or provide the
anticipated benefits in a timely manner, or at all. In addition, until the net proceeds are used, they may be placed in investments that do not produce
significant income or that may lose value.

The dual class structure of our common stock has the effect of concentrating voting control with those stockholders who held our capital stock prior
to the completion of this offering, including our executive officers, employees, and directors and their affiliates, which will limit your ability to
influence the outcome of important transactions, including a change in control.

Our Class B common stock has 10 votes per share, and our Class A common stock, which is the stock we are offering in this offering, has
one vote per share. Upon the completion of this offering, stockholders who
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hold shares of our Class B common stock, including our executive officers, employees, and directors and their affiliates, will collectively hold
approximately 97% of the voting power of our outstanding capital stock. Because of the ten-to-one voting ratio between our Class B common stock and
Class A common stock, after the completion of this offering, the holders of our Class B common stock will collectively continue to control a majority of
the combined voting power of our capital stock and therefore be able to control all matters submitted to our stockholders for approval so long as the
shares of our Class B common stock represent at least 10% of all outstanding shares of our Class A common stock and Class B common stock. These
holders of our Class B common stock may also have interests that differ from yours and may vote in a way with which you disagree and which may be
adverse to your interests. This concentrated control may have the effect of delaying, preventing, or deterring a change in control of our company, could
deprive our stockholders of an opportunity to receive a premium for their capital stock as part of a sale of our company and might ultimately affect the
market price of our Class A common stock.

Future transfers by holders of our Class B common stock will generally result in those shares converting into shares of our Class A common
stock, subject to limited exceptions, such as certain transfers effected for estate planning or charitable purposes. The conversion of shares of our Class B
common stock into shares of our Class A common stock will have the effect, over time, of increasing the relative voting power of those holders of
Class B common stock who retain their shares in the long term. If, for example, any of our founders or other large existing stockholders that hold
significant shares of Class B common stock retain a significant portion of their holdings of our Class B common stock for an extended period of time,
they could control a significant portion of the voting power of our capital stock for the foreseeable future. For a description of the dual class structure,
see the section titled “Description of Capital Stock.”

We cannot predict the impact our dual class structure may have on the market price of our Class A common stock.

We cannot predict whether our dual class structure, combined with the concentrated control of our stockholders who held our capital stock
prior to the completion of our offering, including our executive officers, employees, and directors and their affiliates, will result in a lower or more
volatile market price of our Class A common stock or in adverse publicity or other adverse consequences. For example, certain index providers have
announced restrictions on including companies with multiple class share structures in certain of their indices. In July 2017, FTSE Russell and
Standard & Poor’s announced that they would cease to allow most newly public companies utilizing dual or multi-class capital structures to be included
in their indices. Under the announced policies, our dual class capital structure would make us ineligible for inclusion in any of these indices. Given the
sustained flow of investment funds into passive strategies that seek to track certain indexes, exclusion from stock indexes would likely preclude
investment by many of these funds and could make our Class A common stock less attractive to other investors. As a result, the market price of our
Class A common stock could be adversely affected.

Anti-takeover provisions contained in our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws, as well as
provisions of Delaware law, could impair a takeover attempt.

Our Amended and Restated Certificate of Incorporation, Amended and Restated Bylaws, and Delaware law contain or will contain
provisions which could have the effect of rendering more difficult, delaying, or preventing an acquisition deemed undesirable by our Board of Directors.
Among other things, our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws will include provisions:
 
 •  creating a classified Board of Directors whose members serve staggered three-year terms;
 
 •  authorizing “blank check” preferred stock, which could be issued by our Board of Directors without stockholder approval and may

contain voting, liquidation, dividend, and other rights superior to our common stock;
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 •  limiting the liability of, and providing indemnification to, our directors and officers;
 
 •  limiting the ability of our stockholders to call and bring business before special meetings;
 
 •  requiring advance notice of stockholder proposals for business to be conducted at meetings of our stockholders and for nominations of

candidates for election to our Board of Directors;
 
 •  controlling the procedures for the conduct and scheduling of Board of Directors and stockholder meetings; and
 
 •  authorizing two classes of common stock, as discussed above.

These provisions, alone or together, could delay or prevent hostile takeovers and changes in control or changes in our management.

As a Delaware corporation, we are also subject to provisions of Delaware law, including Section 203 of the Delaware General Corporation
law, which prevents certain stockholders holding more than 15% of our outstanding capital stock from engaging in certain business combinations
without approval of the holders of at least two-thirds of our outstanding common stock not held by such stockholder. Any provision of our Amended and
Restated Certificate of Incorporation, Amended and Restated Bylaws, or Delaware law that has the effect of delaying, preventing, or deterring a change
in control could limit the opportunity for our stockholders to receive a premium for their shares of our capital stock, and could also affect the price that
some investors are willing to pay for our Class A common stock.

An active trading market for our Class A common stock may never develop or be sustained.

Even if we successfully complete our initial public offering, we cannot assure you that an active trading market for our Class A common
stock will develop, or if developed, that any market will be sustained. Accordingly, we cannot assure you of the liquidity of any trading market, your
ability to sell your shares of our Class A common stock when desired or the prices that you may obtain for your shares of our Class A common stock.

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

Prior to the completion of this offering, there has been no public market for shares of our Class A common stock. The initial public offering
price of our Class A common stock will be determined through negotiation between us and the underwriters. This price will not necessarily reflect the
price at which investors in the market will be willing to buy and sell shares of our Class A common stock following this offering. In addition, the market
price of our Class A common stock following this offering is likely to be highly volatile, may be higher or lower than the initial public offering price of
our Class A common stock, and could be subject to wide fluctuations in response to various factors, some of which are beyond our control and may not
be related to our operating performance.

Fluctuations in the price of our Class A common stock could cause you to lose all or part of your investment because you may be unable to
sell your shares at or above the price you paid in this offering. Factors that could cause fluctuations in the market price of our Class A common stock
include the following:
 
 •  price and volume fluctuations in the overall stock market from time to time;
 
 •  volatility in the market prices and trading volumes of technology stocks;
 
 •  the impact of the COVID-19 pandemic;
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 •  changes in operating performance and stock market valuations of other technology companies generally or those in our industry in
particular;

 
 •  sales of shares of our Class A common stock by us or our stockholders;
 
 •  failure of securities analysts to maintain coverage of us, changes in financial estimates by securities analysts who follow us, or our

failure to meet these estimates or the expectations of investors;
 
 •  the financial projections we may provide to the public, any changes in those projections or our failure to meet those projections;
 
 •  announcements by us or our competitors of new products or services;
 
 •  the public’s reaction to our press releases, other public announcements, and filings with the SEC;
 
 •  rumors and market speculation involving us or other companies in our industry;
 
 •  actual or anticipated changes in our operating results or fluctuations in our operating results;
 
 •  actual or anticipated developments in our business, our competitors’ businesses, or the competitive landscape generally;
 
 •  litigation involving us, our industry, or both, or investigations by regulators into our operations or those of our competitors;
 
 •  developments or disputes concerning our intellectual property or other proprietary rights;
 
 •  announced or completed acquisitions of businesses or technologies by us or our competitors;
 
 •  new laws or regulations or new interpretations of existing laws or regulations applicable to our business;
 
 •  changes in accounting standards, policies, guidelines, interpretations, or principles;
 
 •  any significant change in our management; and
 
 •  general economic conditions and slow or negative growth of our markets.

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

The large number of shares of our capital stock eligible for public sale or subject to rights requiring us to register them for public sale could depress
the market price of our Class A common stock.

The market price of our Class A common stock could decline as a result of sales of a large number of shares of our Class A common stock
in the market after this offering, and the perception that these sales could occur may also depress the market price of our Class A common stock. Based
on shares of our capital stock outstanding as of June 30, 2021, we will have 29,273,264 shares of our capital stock outstanding after this offering. Our
executive officers, directors and the holders of substantially all of our capital stock and securities convertible into or exchangeable for our capital stock
have entered into market standoff agreements with us or
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will enter into lock-up agreements with the underwriters under which they have agreed or will agree, subject to specific exceptions, not to sell any of our
capital stock for 180 days following the date of this prospectus, other than in the case of shares of Class A common stock to be issued upon the
automatic conversion of our convertible notes (which we also refer to as a Simple Agreement for Future Equity agreement (SAFE)), without first
obtaining the written consent of Oppenheimer & Co. Inc., subject to certain exceptions as set forth in “Underwriting”. As a result of these agreements,
the provisions of our investors’ rights agreement described further in the section titled “Description of Capital Stock—Registration Rights” and the
provisions of Rule 144 or Rule 701 under the Securities Act of 1933, as amended (the Securities Act), shares of our capital stock will be available for
sale in the public market as follows:
 
 •  beginning on the date of this prospectus, all 6,250,000 shares of our Class A common stock sold in this offering will be immediately

available for sale in the public market;
 

 

•  beginning 90 days after the date of this prospectus, two-thirds of the shares of Class A common stock to be issued upon automatic
conversion of our convertible notes will become eligible for sale in the public market (or 484,914 shares, based on an assumed initial
public offering price of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover page of this
prospectus); and

 

 
•  beginning 181 days after the date of this prospectus, if not earlier released, the remainder of the shares of our capital stock will be

eligible for sale in the public market from time to time thereafter, subject in some cases to the volume and other restrictions of Rule
144 and our insider trading policy.

Following the expiration of the lock-up agreements referred to above, stockholders owning an aggregate of up to 4,066,595 shares of our
Class B common stock can require us to register shares of our capital stock owned by them for public sale in the United States. In addition, we intend to
file a registration statement to register approximately 20,865,000 shares of our capital stock reserved for future issuance under our equity compensation
plans. Upon effectiveness of that registration statement, subject to the satisfaction of applicable exercise periods and expiration of the market standoff
agreements and lock-up agreements referred to above, the shares of our capital stock issued upon exercise of outstanding options to purchase shares of
our Class B common stock will be available for immediate resale in the United States in the open market.

Sales of our Class A common stock as restrictions end or pursuant to registration rights may make it more difficult for us to sell equity
securities in the future at a time and at a price that we deem appropriate. These sales also could cause the market price of our Class A common stock to
fall and make it more difficult for you to sell shares of our Class A common stock.

Purchasers in this offering will experience immediate and substantial dilution in the book value of their investment.

The assumed initial public offering price of $16.00 per share, which is the midpoint of the estimated offering price range set forth on the
cover page of this prospectus, is substantially higher than the pro forma net tangible book value per share of our outstanding capital stock upon the
completion of this offering. Therefore, if you purchase shares of our Class A common stock in this offering, you will incur immediate dilution of $13.11
in the net tangible book value per share from the price you paid. In addition, investors purchasing shares of our Class A common stock from us in this
offering will have contributed approximately 88% of the total consideration paid to us by all stockholders who purchased shares of our common stock,
in exchange for acquiring approximately 21% of the outstanding shares of our common stock as of June 30, 2021, after giving effect to this offering. The
exercise of outstanding options to purchase shares of our Class B common stock will result in further dilution.
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If securities or industry analysts do not publish or cease publishing research or reports about us, our business, our market, or our competitors, or if
they adversely change their recommendations regarding our Class A common stock, the market price of our Class A common stock and trading
volume could decline.

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

We do not expect to declare any dividends in the foreseeable future.

We do not anticipate declaring any cash dividends to holders of our Class A common stock in the foreseeable future. Consequently,
investors may need to rely on sales of our Class A common stock after price appreciation, which may never occur, as the only way to realize any future
gains on their investment. Investors seeking cash dividends should not purchase shares of our Class A common stock.

Our Amended and Restated Certificate of Incorporation will provide that the Court of Chancery of the State of Delaware and the federal district
courts of the United States of America will be the exclusive forums for substantially all disputes between us and our stockholders, which could limit
our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers, or employees.

Our Amended and Restated Certificate of Incorporation will provide that the Court of Chancery of the State of Delaware and the federal
district courts of the United States of America will be the exclusive forum for substantially all disputes between us and our stockholders, which could
limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers, or employees. Specifically, our
Amended and Restated Certificate of Incorporation will provide that the Court of Chancery of the State of Delaware is the exclusive forum provision
for: (i) any derivative action or proceeding brought on behalf of us; (ii) any action asserting a claim of breach of a fiduciary duty; (iii) any action arising
pursuant to any provision of the DGCL, our Amended and Restated Certificate of Incorporation or Amended and Restated Bylaws (as either may be
amended from time to time); (iv) any action to interpret, apply, enforce, or determine the validity of our Amended and Restated Certificate of
Incorporation or our Amended and Restated Bylaws; (v) any action asserting a claim against us that is governed by the internal affairs doctrine; or (vi)
any action asserting an “internal corporate claim” as defined in the DGCL.

These exclusive forum provisions would not apply to suits brought to enforce a duty or liability created by the Exchange Act.

Furthermore, Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts over all such Securities Act actions.
Accordingly, both state and federal courts have jurisdiction to entertain such claims. To prevent having to litigate claims in multiple jurisdictions and the
threat of inconsistent or contrary rulings by different courts, among other considerations, our Amended and Restated Certificate of Incorporation will
further provide that the U.S. federal district courts will be the exclusive forum for resolving any complaint asserting a cause of action arising under the
Securities Act. While the Delaware courts have determined that such choice of forum provisions are facially valid, a stockholder may nevertheless seek
to bring a claim in a venue other than those designated in the exclusive forum provisions. In such instance, we would expect to vigorously assert the
validity and enforceability of the exclusive forum provisions of our Amended and Restated Certificate of Incorporation. This may require significant
additional costs associated with resolving such action in other jurisdictions and there can be no assurance that the provisions will be enforced by a court
in those other jurisdictions.
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These exclusive-forum provisions may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable for disputes
with us or our directors, officers, or other employees. If a court were to find any of the exclusive forum provisions of our Amended and Restated
Certificate of Incorporation to be inapplicable to or unenforceable in an action, we may incur further significant additional costs associated with
resolving the dispute in other jurisdictions, all of which could seriously harm our business.

Operating as a public company will require us to incur substantial costs and will require substantial management attention.

As a public company, we will incur substantial legal, accounting, and other expenses that we did not incur as a private company. For
example, we are subject to the reporting requirements of the Exchange Act, the applicable requirements of the Sarbanes-Oxley Act, the Dodd-Frank
Wall Street Reform and Consumer Protection Act, the rules and regulations of the SEC, and the listing standards of the NASDAQ Global Market. For
example, the Exchange Act requires, among other things, we file annual, quarterly, and current reports with respect to our business, financial condition,
and results of operations. Compliance with these rules and regulations will increase our legal and financial compliance costs, and increase demand on
our systems, particularly after we are no longer an emerging growth company. In addition, as a public company, we may be subject to stockholder
activism, which can lead to additional substantial costs, distract management, and impact the manner in which we operate our business in ways we
cannot currently anticipate. As a result of disclosure of information in this prospectus and in filings required of a public company, our business and
financial condition will become more visible, which may result in threatened or actual litigation, including by competitors.

Some members of our management team also have limited experience managing a publicly traded company, interacting with public
company investors, and complying with the increasingly complex laws pertaining to public companies. Our management team may not successfully or
efficiently manage our transition to being a public company subject to significant regulatory oversight and reporting obligations under the federal
securities laws and the continuous scrutiny of securities analysts and investors. These new obligations and constituents will require significant attention
from our senior management and could divert their attention away from the day-to-day management of our business, which could adversely affect our
business, financial condition, and results of operations.
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A Letter from the Founders

To Our Customers and Future Stockholders,

Backblaze was incorporated in 2007 by five founders who are all still with the company today, but its origins go back much farther than
that. Our journey started when the same five individuals—Gleb, Brian, and Casey, joined shortly thereafter by Tim and Billy—launched our first startup
in 1999, where we developed a philosophy around building easy-to-use products.

Our collaboration continued through our second startup as we further refined our principles to be customer focused, fair, and transparent.
Then, as a result of a phone call from a friend who had lost some data (one in a long line of similarly frantic calls) with no backup because “no one has
the time for that,” Brian gathered the same five people together a third time in 2007 to form Backblaze—with the intention of making storing, using, and
protecting data so astonishingly easy that Brian wouldn’t have to field frantic phone calls like that ever again.

After building two successful businesses together, we embarked on this next part of our journey as a seasoned team with clear vision and
purpose for this startup: We wanted to focus on customers. We wanted to create a great product. We wanted to offer that product at a fair price. We
wanted customers to not only be glad to do business with us, but also trust us enough to enthusiastically recommend our products and cloud services to
others.

Bootstrapped and Focused on Customers

To achieve this, we decided to create Backblaze differently, and with essentially no venture capital funding. As a result, the business has
grown with an almost entirely bootstrapped approach—prior to 2021, we had raised less than $3 million in outside equity since our founding in 2007.
This has helped us to focus exclusively on building an efficient culture and serving our customers.

The real source of Backblaze’s financial success and growth has been, and will continue to be, our customers. Building storage cloud
products for our customers and keeping their most valuable data safe is what drives our entire culture.

Trust and Transparency

In 2007 Brian crafted a “Backblaze Statement of Core Values,” which outlined several of our founding principles. Here is the first:

Core Value #1—Be Fair and Customer Oriented

At Backblaze, we want to provide a quality product for a fair price. We want to be honest and up front with our customers as to what we can
and cannot do and we want to be paid only the money honestly owed to us, and never engage in sleazy or misleading business practices
where customers are misled in any way or pay for a service they do not receive. We are the “good guys”, and we act like it.

and our founding principles continue...

Backblaze strives to be open and transparent to customers, and open and transparent to all partners, employees, and investors. Any
information you are ashamed to share with any one of the groups on this list is a warning sign that you might be doing something wrong.

These values sit at the very core of our culture. Transparency is more than a value for us, it’s our default approach. We release quarterly hard
drive reports detailing the performance of each serial number and brand of
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the nearly 200,000 drives in our datacenter. We shared exactly how we store customer data redundantly, and how we do it inexpensively. We shared the
source code algorithms used to encode and replicate our customer data to keep it safe. When we face problems, like we did during a 2010 power outage
at a datacenter, we openly share what went wrong and how we will do better in the future. When there are problems with our software, we share what
went wrong and the steps being taken to fix it, like in 2016 when a bug in a different company’s software caused problems with the Backblaze client if
both pieces of software ran on the same customer laptop.

This openness has been met with customer appreciation and loyalty, which encourages us to stay true to these core Backblaze values.

Our Team, Our Culture

Early on, we grew our team by hiring co-workers from previous companies who we trusted with what we consider to be our lives and
livelihood—our customers’ data. The first two after the five original founders deserve special mention as demi-founders: Damon Uyeda and Nilay Patel.
Most of us went entirely without salary for more than a year in order to spend all of Backblaze’s resources building products our customers would love.
In the spirit of that original bond, we formed a salary tontine where, until the public offering is finalized, a core group of the original founders and some
other very early employees agreed to make the same salary. This solidarity helped us build and sustain our culture through the first 14 years of our
evolution.

Our founding team is a diverse group of open-minded people born in four different countries, practicing at least five different religions,
bound together by mutual respect and the common belief in making excellent products. We embrace what each individual brings to the business;
diversity is one of our strengths. Leveraging this strength means discussing our differences in an open dialog—Backblaze is not afraid of diverging
opinions. The free exchange of ideas is a strength, not a weakness.

Of the first 100 employees, more than half worked with us at previous companies, which speaks to our reputation, as do our Glassdoor
ratings—4.9/5.0 stars, 100% CEO Approval, and 100% Recommend to a Friend as of December 31, 2020.

Backblaze welcomed its 228th employee as of June 30, 2021. One of the things we are the most proud of as founders is the team of
exceptionally talented people who have chosen to work at Backblaze. They are highly sought-after individuals with extraordinary reputations who could
have chosen to work at any tech company. To attract and retain such a team, we provide a warm, friendly office environment where families and well-
behaved dogs are welcome.

Becoming a Public Company

Becoming publicly traded is a natural step for any company that wishes to stay independent, rather than being absorbed by a firm that may
not share our core values. For us, the only question was when to take that step.

There were several factors that led us to make the transition now. First and foremost, we feel that there is a market opportunity to grow our
customer base, and we are raising capital to pursue that opportunity. We do not plan to change our customer focus, nor our dedication to staying
efficient. These additional funds are intended to expand on that focus, not to spend irresponsibly.

Second, Backblaze is employee owned. We grant stock options to every employee so that all employees share in our success. After 14 years
of operation, it is time to give our most loyal, long-term team members some liquidity. We owe them that, and more.

Third, we want to invite our customers, community, and advocates as well as investors to become part owners in the next stage of our
adventure. We feel that they have always been a part of our family, and we welcome them to take part in our continued success and growth.
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Finally, an IPO is a branding event—a coming of age party. It marks the end of the startup period and the beginning of an era where we are a
trusted, mature company without the “startup” qualifier.

As Backblaze becomes a public company, we plan to maintain our core values, our focus on sustainable growth, and our commitment to our
customers. We are building on that foundation by welcoming an independent board and raising IPO funds to continue investing in and accelerating
Backblaze’s growth.

Thank you and Next Steps

It has indeed been an incredible journey building Backblaze into what it is today. We are grateful to our customers for their business and
trust, and we plan to continue earning that trust every day. We are thankful to our team members for their dedication to Backblaze and our values. And
we are thankful for our friends, family members, and everybody else who helped and encouraged us along the way. We could not possibly have made it
this far without you.

Data has become the digital world’s most precious resource. We have spent the last 14 years making it astonishingly easy to store, use, and
protect that data. And we’re just getting started. As data continues to grow in volume and importance, we believe Backblaze will be a foundational
element of the overall technology stack.

We invite you to join us in this next step in our evolution, the next part of our adventure—building Backblaze as a public company.

Gleb Budman, CEO & Chairperson

Brian Wilson, CTO & Director

Timothy Nufire, CCO & Director

Charles (Casey) Jones, VP Design

Kwok Hang (Billy) Ng, Web Architect
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements. All statements other than statements of historical facts contained in this prospectus,
including statements regarding our future results of operations and financial position, business strategy, as well as plans and objectives of management
for future operations, are forward-looking statements. These statements involve known and unknown risks, uncertainties, and other important factors
that are in some cases beyond our control and may cause our actual results, performance, or achievements to be materially different from any future
results, performance, or achievements expressed or implied by the forward-looking statements.

The words “may,” “will,” “should,” “would,” “expect,” “plan,” “anticipate,” “could,” “intend,” “target,” “project,” “contemplate,”
“believe,” “estimate,” “predict,” “potential,” or “continue,” or the negative of these terms or other similar expressions are intended to identify forward-
looking statements. Forward-looking statements contained in this prospectus include, but are not limited to, statements about:
 
 •  the sufficiency of our cash and cash equivalents to meet our projected operating requirements;
 
 •  our ability to maintain the security of our platform;
 
 •  our ability to sell our platform to new customers;
 
 •  our ability to retain, and expand use of our platform by our existing customers;
 
 •  our ability to successfully expand in our existing markets and into new markets;
 
 •  our ability to effectively manage our growth and future expenses;
 
 •  our ability to expand our partner ecosystem;
 
 •  our ability to establish, maintain, protect and enforce our intellectual property and proprietary rights;
 
 •  our estimated total addressable market;
 
 •  the attraction and retention of qualified employees and key personnel;
 
 •  our anticipated investments in sales and marketing, research and development, general and administrative, and cost of revenue;
 
 •  our ability to successfully defend litigation brought against us;
 
 •  the impact of the COVID-19 pandemic and other disruptive events on our business or that of our customers and partners;
 
 •  our ability to successfully remediate and prevent material weaknesses in internal controls over financing reporting;
 
 •  the increased expenses associated with being a public company; and
 
 •  our use of the net proceeds from this offering.

These forward-looking statements are subject to a number of risks, uncertainties, and assumptions, including those described in the section
titled “Risk Factors” elsewhere in this prospectus. Moreover, we operate in a very competitive and rapidly changing environment. New risks emerge
from time to time. It is not possible for our management to predict all risks, nor can we assess the impact of all factors on our business or the extent to
which any factor, or combination of factors, may cause actual results to differ materially from those contained
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in any forward-looking statements we may make. In light of these risks, uncertainties, and assumptions, the forward-looking events and circumstances
discussed in this prospectus may not occur and actual results could differ materially and adversely from those anticipated or implied in the forward-
looking statements.

You should not rely upon forward-looking statements as predictions of future events. Although we believe that the expectations reflected in
the forward-looking statements are reasonable, we cannot guarantee that the future results, advancements, discoveries, levels of activity, performance, or
events and circumstances reflected in the forward-looking statements will be achieved or occur. Moreover, except as required by law, neither we nor any
other person assumes responsibility for the accuracy and completeness of the forward-looking statements. We undertake no obligation to update publicly
any forward-looking statements for any reason after the date of this prospectus to conform these statements to actual results or to changes in our
expectations.

You should read this prospectus and the documents that we reference in this prospectus and have filed with the Securities and Exchange
Commission as exhibits to the registration statement of which this prospectus is a part with the understanding that our actual future results, levels of
activity, performance, and events and circumstances may be materially different from what we expect.
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MARKET, INDUSTRY, AND OTHER DATA

This prospectus contains estimates, projections, and other information concerning our industry, our business, and our target markets. We
obtained the industry, market, and similar data set forth in this prospectus from our internal estimates and research. Information based on estimates,
forecasts, projections, market research, or similar methodologies is inherently subject to uncertainties and actual events or circumstances may differ
materially from events and circumstances that are assumed in this information. Unless otherwise expressly stated, we obtained this industry, business,
market, and other data from reports, research surveys, studies, and similar data prepared by third parties, industry, general publications, and similar
sources.

Certain information in this prospectus is contained in independent industry publications. The source of these independent industry
publications is provided below:
 
 •  International Data Corporation, Inc., Worldwide Global DataSphere (XLS), April 2020;
 
 •  International Data Corporation, Inc., Data Age 2025: the Digitization of the World From Edge to Core, November 2018;
 
 •  International Data Corporation, Inc., Worldwide Data Protection as a Service Forecast, 2020-2024, November 2020;
 
 •  International Data Corporation, Inc., Worldwide Data Protection as a Service Forecast, August 2021;
 
 •  International Data Corporation, Inc., Worldwide Data Protection as a Service Forecast, August 2021;
 
 •  International Data Corporation, Inc., Worldwide Public Cloud Infrastructure as a Service Forecast, 2020-2024, July 2020;
 
 •  International Data Corporation, Inc., Worldwide Public Cloud Infrastructure as a Service Forecast, July 2021;
 
 •  International Data Corporation, Inc., Worldwide Public Cloud Infrastructure as a Service Forecast, 2020-2024 (XLS);
 
 •  International Data Corporation, Inc., Worldwide Public Cloud Infrastructure as a Service Forecast, July 2021;
 
 •  International Data Corporation, Inc., Worldwide Semiannual Public Cloud Services Spending Guide Taxonomy, 2019;
 
 •  International Data Corporation, Inc., Worldwide Global DataSphere Forecast, 2020–2024: The COVID-19 Data Bump and the Future

of Data Growth, April 2020;
 
 •  Frost & Sullivan, Data & Storage: Results from 2020 Frost & Sullivan Surveys, December 2020;
 
 •  Bitdefender, The ‘New Normal’ State of Cybersecurity: 2020 Business Threat Landscape Report, November 2020; and
 
 •  Flexera, 2020 State of the Cloud Report, April 2020.
 

51



Table of Contents

USE OF PROCEEDS

We estimate that the net proceeds from this offering will be approximately $89.5 million, or $103.4 million if the underwriters exercise their
option to purchase additional shares in full, after deducting estimated underwriting discounts and commissions and estimated offering expenses payable
by us, assuming an initial public offering price of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover page of this
prospectus.

Each $1.00 increase (decrease) in the assumed initial public offering price of $16.00 per share, the midpoint of the estimated price range set
forth on the cover page of this prospectus, would increase (decrease) the net proceeds to us from this offering by $5.8 million, assuming the number of
shares offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting estimated underwriting discounts and
commissions. An increase (decrease) of 1,000,000 shares in the number of shares offered by us, as set forth on the cover page of this prospectus, would
increase (decrease) our net proceeds from this offering by $14.9 million, assuming no change in the assumed initial public offering price per share and
after deducting estimated underwriting discounts and commissions.

The principal purposes of this offering are to increase our capitalization and financial flexibility and create a public market for our Class A
common stock, obtain additional working capital, and facilitate our future access to the public equity markets to allow us to implement our business
plan. We currently intend to use the net proceeds received by us from this offering for general corporate purposes, including working capital, operating
expenses, sales and marketing expenses to fund the growth of our business, research and development, and capital expenditures. In addition, we may use
a portion of the net proceeds to acquire complementary businesses, products, services, or technologies. However, we have no current understandings,
agreements, or commitments for any specific material acquisitions at this time. We cannot specify with certainty the particular uses of the net proceeds
that we received from this offering. Accordingly, we will have broad discretion in using these proceeds.

Pending our use of the net proceeds from this offering, we plan to invest the net proceeds in a variety of capital preservation investments,
including short-term interest-bearing investment-grade securities, certificates of deposit, or government securities.
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DIVIDEND POLICY

We have never declared or paid any cash dividends on our capital stock and we do not currently intend to pay any cash dividends on our
capital stock for the foreseeable future. We currently intend to retain all available funds and any future earnings to support operations and to finance the
growth and development of our business. Any future determination to pay dividends will be made at the discretion of our Board of Directors subject to
applicable laws and will depend upon, among other factors, our results of operations, financial condition, contractual restrictions, and capital
requirements. Our future ability to pay cash dividends on our capital stock may also be limited by the terms of any future debt or preferred securities or
future credit facility. Our revolving credit agreement with City National Bank contains certain restrictive covenants that prevent us from paying cash
dividends on our capital stock.
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CAPITALIZATION

The following table sets forth our cash and cash equivalents and total capitalization as of June 30, 2021, as follows on:
 
 •  an actual basis;
 

 

•  a pro forma basis to give effect to: (i) the automatic conversion of all outstanding shares of our convertible preferred stock into
3,359,195 shares of Class B common stock, (ii) the reclassification of all outstanding shares of our common stock into an equivalent
number of shares of our Class B common stock and (iii) the filing and effectiveness of our Amended and Restated Certificate of
Incorporation in Delaware; and

 

 

•  a pro forma as adjusted basis to give effect to: (i) the pro forma adjustments set forth above, (ii) our sale and issuance in this offering
of 6,250,000 shares of Class A common stock at the assumed initial public offering price of $16.00 per share, the midpoint of the price
range set forth on the cover page of this prospectus, after deducting the estimated underwriting discounts and commissions and
estimated offering expenses payable by us and (iii) the automatic conversion of convertible notes (which we also refer to as a Simple
Agreement for Future Equity agreement (SAFE)) into 727,371 shares of Class A common stock (based on an assumed initial public
offering price of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover page of this prospectus).
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You should read this information in conjunction with our financial statements and the related notes appearing elsewhere in this prospectus,
as well as the sections of this prospectus titled “Selected Financial Data” and “Management’s Discussion and Analysis of Financial Condition and
Results of Operations.”
 
   As of June 30, 2021     

       Actual          Pro Forma      
    Pro Forma As    

Adjusted(1)  

   

(unaudited)
(in thousands, except share and per

share data)  
Cash and cash equivalents   $ 1,306  $ 1,306  $ 100,786 

    

 

   

 

   

 

Convertible preferred stock, $0.001 par value; 9,000,000 shares
authorized, 3,359,195 shares issued and outstanding, actual; no shares authorized,
issued and outstanding, pro forma and pro forma as adjusted    2,784   -   - 

Stockholders’ (deficit) equity:     
Preferred stock, $0.001 par value; no shares authorized, issued and outstanding,

actual; 10,000,000 shares authorized, no shares issued and outstanding, pro
forma and pro forma as adjusted    -   -   - 

Common stock, $0.0001 par value; 36,000,000 shares authorized, 18,936,698
shares issued and outstanding, actual; no shares authorized, no shares issued
and outstanding, pro forma and pro forma as adjusted    5   -   - 

Class A common stock, $0.0001 par value; no shares authorized, issued or
outstanding, actual; 113,000,000 shares authorized, no shares issued and
outstanding pro forma; 6,977,371 shares issued and outstanding, pro forma as
adjusted    -   -   1 

Class B common stock, $0.0001 par value; no shares authorized, issued or
outstanding, actual; 37,000,000 shares authorized, 22,295,893 shares issued
and outstanding, pro forma and pro forma as adjusted    -   2   2 

Additional paid-in capital    10,219   13,006   114,123 
Accumulated deficit    (20,745)   (20,745)   (22,383) 

    
 

   
 

   
 

Total stockholders’ (deficit) equity    (10,521)   (7,737)   91,743 
    

 
   

 
   

 

Total capitalization   $ (7,737)  $ (7,737)  $ 91,743 
    

 

   

 

   

 

 
(1) Each $1.00 increase (decrease) in the assumed initial public offering price of $16.00 per share, which is the midpoint of the estimated offering

price range set forth on the cover page of this prospectus, would increase (decrease) our pro forma as adjusted cash and cash equivalents,
additional paid-in capital, total stockholders’ equity and total capitalization by approximately $5.8 million, assuming that the number of shares of
common stock offered by us, as set forth on the cover page of this prospectus, remains the same, and after deducting estimated underwriting
discounts and commissions. Each increase (decrease) of 1,000,000 shares in the number of shares of common stock offered by us would increase
(decrease) our pro forma as adjusted cash and cash equivalents, additional paid-in capital, total stockholders’ equity and total capitalization by
approximately $14.9 million, assuming the assumed initial public offering price of $16.00 per share, which is the midpoint of the estimated
offering price range set forth on the cover page of this prospectus, remains the same, and after deducting estimated underwriting discounts and
commissions. The pro forma as adjusted information discussed above is illustrative only and will be adjusted based on the actual public offering
price and other terms of this offering determined at pricing.
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The number of shares of our Class A common stock and Class B common stock issued and outstanding, pro forma and pro forma adjusted,
in the table above is based on no shares of our Class A common stock and 22,295,893 shares of our Class B common stock (including our convertible
preferred stock on an as-converted basis) outstanding as of June 30, 2021, and excludes:
 
 •  13,230,932 shares of our Class B common stock issuable upon the exercise of options outstanding as of June 30, 2021 under our 2011

Plan, with a weighted-average exercise price of approximately $3.02 per share;
 

 
•  the issuance and automatic conversion of convertible notes (which we also refer to as a Simple Agreement for Future Equity

agreement (SAFE)) into 727,371 shares of Class A common stock (based on an assumed initial public offering price of $16.00 per
share, which is the midpoint of the estimated price range set forth on the cover page of this prospectus);

 
 •  7,396,489 shares of our common stock reserved for issuance under our equity compensation plans, consisting of:
 
 •  654,840 shares of our Class B common stock issuable upon the exercise of options granted under our 2011 Plan after June 30,

2021 with an exercise price of $10.06 per share;
 
 •  522,349 shares of our Class B common stock reserved for issuance under our 2011 Plan as of June 30, 2021, which will become

available for issuance under our 2021 Plan on the date of this prospectus;
 

 
•  5,262,500 shares of our Class A common stock reserved for future issuance under our 2021 Plan, which will become effective

upon the effectiveness of the registration statement of which this prospectus forms a part, as well as any automatic increases in the
number of shares of common stock reserved for future issuance under this plan; and

 

 
•  956,800 shares of our Class A common stock reserved for issuance under our 2021 ESPP, which will become effective upon the

effectiveness of the registration statement of which this prospectus forms a part, as well as any automatic increases in the number
of shares of common stock reserved for future issuance under this plan.
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DILUTION

If you invest in our Class A common stock in this offering, your ownership interest will be immediately diluted to the extent of the
difference between the assumed initial public offering price per share of our Class A common stock and the pro forma as adjusted net tangible book
value per share of our Class A common stock immediately after this offering. Although our common stock and preferred stock will convert to Class B,
for illustrative purposes within this section, common stock and preferred stock has been shown as converting into Class A.

Historical net tangible book value (deficit) per share represents our total tangible assets less our liabilities and preferred stock that is not
included in equity divided by the total number of shares of Class A common stock outstanding, for illustrative purposes. As of June 30, 2021, our
historical net tangible book value (deficit) was approximately $(17.4) million, or $(0.92) per share. Our pro forma net tangible book value as of June 30,
2021, was approximately $(14.7) million, or $(0.66) per share, after giving effect to the (i) automatic conversion of all outstanding shares of our
convertible preferred stock into an aggregate of 3,359,195 shares of Class A common stock for illustrative purposes and (ii) the reclassification of all
outstanding shares of our common stock into an equivalent number of shares of our Class A common stock for illustrative purposes.

After giving effect to (i) the pro forma adjustments set forth above, (ii) our sale in this offering of 6,250,000 shares of Class A common
stock at an assumed initial public offering price of $16.00 per share, the midpoint of the estimated price range set forth on the cover page of this
prospectus and after deducting estimated underwriting discounts and commissions and (iii) the issuance and automatic conversion of convertible notes
(which we also refer to as a Simple Agreement for Future Equity agreement (SAFE)) into 727,371 shares of Class A common stock (based on an
assumed initial public offering price of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover page of this
prospectus) immediately prior to the completion of this offering, our pro forma as adjusted net tangible book value as of June 30, 2021 would have been
approximately $84.8 million, or $2.89 per share of our Class A common stock. This represents an immediate increase in pro forma as adjusted net
tangible book value of $3.09 per share to our existing stockholders, which is in addition to a $0.46 increase in pro forma net tangible book value per
share attributable to holders of the SAFE, and an immediate dilution of $13.11 per share to investors purchasing Class A common stock in this offering.

The following table illustrates this dilution to new investors on a per share basis:
 
Assumed initial public offering price per share              $16.00 

Pro forma net tangible book value (deficit) per share as of June 30, 2021   $(0.66)  
Increase in pro forma net tangible book value (deficit) per share from the issuance and automatic conversion of the SAFE   $ 0.46  
Increase in pro forma net tangible book value per share attributable to new investors in this offering   $ 3.09  

    
 

 

Pro forma as adjusted net tangible book value per share immediately after this offering              $ 2.89 
     

 

Dilution per share to new investors purchasing shares in this offering              $13.11 
     

 

Each $1.00 increase (decrease) in the assumed initial public offering price of $16.00 per share, the midpoint of the estimated price range set
forth on the cover page of this prospectus, would increase (decrease) the pro forma as adjusted net tangible book value, by $0.20 per share and the
dilution per share to new investors by $0.80 per share, assuming the number of shares offered by us, as set forth on the cover page of this prospectus,
remains the same, after deducting estimated underwriting discounts and commissions. We may also increase (decrease) the number of shares we are
offering.

If the underwriters’ option to purchase additional shares in this offering is exercised in full, the pro forma as adjusted net tangible book
value would be $3.27 per share, the increase in the pro forma net tangible book value per share for existing stockholders would be $0.37 per share and
the dilution to new investors participating in this offering would be $(0.37) per share.
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We may also increase or decrease the number of shares we are offering. An increase (decrease) of 1,000,000 shares in the number of shares
we are offering would increase (decrease) our pro forma as adjusted net tangible book value by approximately $14.9 million, or $0.40 per share, and the
pro forma dilution per share to investors in this offering by $(0.40) per share, assuming that the assumed initial public offering price remains the same,
and after deducting estimated underwriting discounts and commissions. The pro forma information discussed above is illustrative only and will change
based on the actual initial public offering price, number of shares and other terms of this offering determined at pricing.

The following table summarizes as of June 30, 2021, after giving effect to the pro forma adjustments set forth above, the number of shares
of our Class A common stock, the total consideration, and the average price per share (i) paid to us by our existing stockholders including our
convertible preferred stock, (ii) paid to us by our investors related to the issuance and automatic conversion of convertible notes (which we also refer to
as a Simple Agreement for Future Equity agreement (SAFE)) into 727,371 shares of Class A common stock (based on an assumed initial public offering
price of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover page of this prospectus) immediately prior to the
completion of this offering, in addition to estimated accrued interest on the SAFE notes prior to the completion of this offering, and (iii) to be paid by
new investors participating in this offering at an assumed initial public offering price of $16.00 per share, the midpoint of the estimated price range set
forth on the cover page of this prospectus, before deducting estimated underwriting discounts and commissions.
 
   Shares Purchased   Total Consideration  

 

Average
Price Per

Share     Number    Percent  Amount    Percent 
Existing stockholders    22,295,893    76%  $ 3,170,552    3%  $ 0.14 
SAFE investors    727,371    3%   10,125,000    9%   13.92 
New investors    6,250,000    21%   100,000,000    88%   16.00 

    
 

    
 

   
 

    
 

 

Total    29,273,264    100%  $113,295,552    100%  
    

 

    

 

   

 

    

 

 

In addition, if the underwriters’ option to purchase additional shares is exercised in full, the number of shares held by existing stockholders
will be reduced to 74% of the total number of shares of Class A common stock to be outstanding upon completion of this offering, and the number of
shares of Class A common stock held by new investors participating in this offering will be further increased to 24% of the total number of shares of
Class A common stock to be outstanding upon completion of the offering.

Each $1.00 increase (decrease) in the assumed initial public offering price of $16.00 per share would increase (decrease) total consideration
paid by new investors by $6.3 million and increase (decrease) the percent of total consideration paid by new investors by 1%, assuming the number of
shares we are offering, as set forth on the cover page of this prospectus, remains the same, after deducting estimated underwriting discounts and
commissions. We may also increase or decrease the number of shares we are offering. An increase (decrease) of 1,000,000 in the number of shares
offered by us would increase (decrease) total consideration paid by new investors by $16.0 million, assuming that the assumed initial price to the public
remains the same, and after deducting the estimated underwriting discounts and commissions.

The number of shares of existing stockholders in the table above is based on (i) 18,936,698 shares of our Class B common stock outstanding
as of June 30, 2021, after giving effect to the reclassification of all outstanding shares of our common stock into an equivalent number of our Class B
common stock and the filing and effectiveness of our Amended and Restated Certificate of Incorporation in Delaware and (ii) the automatic conversion
of all outstanding shares of our convertible preferred stock into an aggregate of 3,359,195 shares of our Class B common stock, the conversion of which
will occur immediately prior to the completion of this offering. The number of shares of SAFE investors in the table above are based on the issuance and
automatic conversion of convertible notes (which we also refer to as a Simple Agreement for Future Equity agreement
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(SAFE)) into 727,371 shares of Class A common stock (based on an assumed initial public offering price of $16.00 per share, which is the midpoint of
the estimated price range set forth on the cover page of this prospectus). The table above excludes:
 
 •  13,230,932 shares of our Class B common stock issuable upon the exercise of options outstanding as of June 30, 2021 under our 2011

Plan, with a weighted-average exercise price of approximately $3.02 per share;
 
 •  7,396,489 shares of our common stock reserved for issuance under our equity compensation plans, consisting of:
 
 •  654,840 shares of our Class B common stock issuable upon the exercise of options granted under our 2011 Plan after June 30,

2021 with an exercise price of $10.06 per share;
 
 •  522,349 shares of our Class B common stock reserved for issuance under our 2011 Plan as of June 30, 2021, which will become

available for issuance under our 2021 Plan on the date of this prospectus;
 

 
•  5,262,500 shares of our Class A common stock reserved for future issuance under our 2021 Plan, which will become effective

upon the effectiveness of the registration statement of which this prospectus forms a part, as well as any automatic increases in the
number of shares of common stock reserved for future issuance under this plan; and

 

 
•  956,800 shares of our Class A common stock reserved for issuance under our 2021 ESPP, which will become effective upon the

effectiveness of the registration statement of which this prospectus forms a part, as well as any automatic increases in the number
of shares of common stock reserved for future issuance under this plan.

To the extent that any outstanding options are exercised or new awards are granted under our equity compensation plans, new investors will
experience further dilution.
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SELECTED FINANCIAL DATA

The statements of operations data for the years ended December 31, 2019 and 2020 and the balance sheet data as of December 31, 2019 and
2020, are derived from our audited financial statements and related notes included elsewhere in this prospectus. The statements of operations data for the
six months ended June 30, 2020 and 2021 and the balance sheet data as of June 30, 2021, are derived from our unaudited financial statements and
related notes included elsewhere in this prospectus. The unaudited financial data set forth below have been prepared on the same basis as our audited
financial statements and, in the opinion of management, reflect all adjustments, consisting only of normal recurring adjustments, that are necessary for
the fair statement of such data. Our historical results are not necessarily indicative of the results to be expected in the future. The selected financial data
in this section are not intended to replace our financial statements and the related notes, and are qualified in their entirety by the financial statements and
related notes included elsewhere in this prospectus.
 
   For the Year Ended December 31,   For the Six Months Ended June 30,  
   2019    2020   2020   2021  
          (unaudited)  
   (in thousands, except share and per share data)  
Statement of Operations Data   
Revenue   $ 40,748   $ 53,784  $ 25,379  $ 31,462 
Cost of revenue(1)    20,127    25,801   11,678   15,756 

    
 

    
 

   
 

   
 

Gross profit    20,621    27,983   13,701   15,706 
Operating expenses:       

Research and development(1)    8,436    13,069   5,832   8,976 
Sales and marketing(1)    8,166    11,924   5,423   8,124 
General and administrative(1)    3,070    6,722   2,638   5,157 

    
 

    
 

   
 

   
 

Total operating expenses    19,672    31,715   13,893   22,257 
    

 
    

 
   

 
   

 

Income (loss) from operations    949    (3,732)   (192)   (6,551) 
Interest expense    (1,929)    (2,886)   (1,153)   (1,718) 
Gain on extinguishment of debt    —      —     —     2,299 

    
 

    
 

   
 

   
 

Loss before provision for income taxes    (980)    (6,618)   (1,345)   (5,970) 
Income tax provision    (16)    (5)   —     (136) 

    
 

    
 

   
 

   
 

Net loss   $ (996)   $ (6,623)  $ (1,345)  $ (6,106) 
    

 

    

 

   

 

   

 

Net loss per share, basic and diluted   $ (0.05)   $ (0.36)  $ (0.07)  $ (0.33) 
    

 

    

 

   

 

   

 

Weighted average shares used in computing net loss per
share, basic and diluted    18,596,772    18,609,422   18,603,922   18,691,938 

    

 

    

 

   

 

   

 

Pro forma net loss per share, basic and diluted
(unaudited)(2)     $ (0.30)   $ (0.28) 

      

 

    

 

Weighted-average shares outstanding used in computing
pro forma net loss per share, basic and diluted
(unaudited)(2)      21,968,618    22,051,134 
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(1) Includes stock-based compensation expense as follows:
 

   
For the Year Ended

December 31,    
For the Six Months

Ended June 30,  
   2019    2020    2020    2021  
           (unaudited)  
   (in thousands)  
Cost of revenue   $ 130   $ 100   $ 23   $ 194 
Research and development    549    750    341    911 
Sales and marketing    546    670    249    568 
General and administrative    162    359    130    490 

    
 

    
 

    
 

    
 

Total stock-based compensation expense   $1,387   $ 1,879   $ 743   $ 2,163 
    

 

    

 

    

 

    

 

 
(2) Unaudited pro forma basic and diluted net loss per share were computed to give effect to the automatic conversion of all outstanding shares of

convertible preferred stock into shares of common stock in connection with a qualified initial public offering, using the as-converted method as
though the conversion had occurred as of the beginning of the period presented or the date of issuance, if later.

 
   As of December 31, 2020  

  
As of June 30,

2021         2019           2020     
           (unaudited)  
   (in thousands)  
Balance Sheet Data       
Cash and cash equivalents   $ 6,978   $ 6,076   $ 1,306 
Total assets    38,626    54,469    51,952 
Capital lease liability and lease financing

obligation, non-current    8,529    17,886    16,482 
Debt, non-current    —      1,644    —   
Convertible preferred stock    2,784    2,784    2,784 
Accumulated deficit    (8,283)    (14,639)    (20,745) 
Total stockholders’ deficit    (2,594)    (6,840)    (10,521) 
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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 financial
statements and the related notes to those statements included elsewhere in this prospectus. In addition to historical financial information, the following
discussion and analysis contains forward-looking statements that involve risks, uncertainties, and assumptions. Our actual results and timing of selected
events may differ materially from those anticipated in these forward-looking statements as a result of many factors, including those discussed under the
section titled “Risk Factors” and elsewhere in this prospectus. See the section titled “Special Note Regarding Forward-Looking Statements” elsewhere
in this prospectus.

Overview

We are a leading storage cloud platform, providing businesses and consumers cloud services to store, use, and protect their data in an easy
and affordable manner. We provide these cloud services through a purpose-built, web-scale software infrastructure built on commodity hardware. From
genome sequencing to mapping the world, from saving lives to playing online games, from interacting with a business to running one, data is central to
modern existence. By substantially reducing the complexity and frustration of storing, using, and protecting data, we empower customers to focus on
their core business operations. Through our blog and culture of transparency, we have built a devoted community of millions of readers and brand
advocates. Referrals from our community of brand advocates, combined with our highly efficient and primarily self-serve customer acquisition model
and an ecosystem of thousands of partners, have allowed us to attract over 480,000 customers as of June 30, 2021. These customers use our Storage
Cloud platform across more than 175 countries to grow and protect their business data on our approximately 2 exabytes, or 2 trillion megabytes, of data
storage under management. As businesses and consumers shift to the cloud, we believe our cloud services will increasingly become a foundational
element of their overall technology stack.

Through our purpose-built software, our Backblaze Storage Cloud provides a platform that is durable, scalable, performant, and secure. This
platform is the foundation for our Backblaze B2 Cloud Storage Infrastructure-as-a-Service (IaaS) consumption-based offering and our Backblaze
Computer Backup Software-as-a-Service (SaaS) subscription-based offering. Backblaze B2 enables customers to store data, developers to build
applications, and partners to expand their use cases. The amount of data stored in this cloud service can scale up and down as needed on a pay-as-you-go
basis. Backblaze Computer Backup automatically backs up data from laptops and desktops for businesses and individuals. This cloud backup service
offers easily understood flat-rate pricing to continuously back up a virtually unlimited amount of data.
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Our operations have historically been efficient with limited outside investment. Prior to issuing $10.0 million of convertible notes (which
we also refer to as a Simple Agreement for Future Equity agreement (SAFE)) in a private financing round in August 2021, we had raised less than
$3.0 million in outside equity since our founding in 2007. This has helped create a culture based on operational efficiency, creativity, and collaborative
problem solving. Focusing on storage use cases and promoting an open ecosystem allows us to integrate well with a broad range of partners. From our
straightforward pricing model, to our transparent communication with customers, to the popular and insightful content on our blog—we have
established ourselves as an open and trusted provider and partner. We have consistently invested in our technology platform and highly efficient content-
driven and primarily self-serve go-to-market strategy, allowing us to achieve the following customer, community, and product milestones:
 

Our Business Model

Our solutions are designed for individuals and businesses of all sizes and across all industries but have a particularly strong appeal to
mid-market organizations (which we define as organizations with 10 to 999 employees) due to their desire for easy-to-use solutions. We generate
revenue primarily from our two cloud services:
 
 •  Backblaze B2 Cloud Storage, which enables customers to store data for any use case, and for developers to embed our platform into

their applications. In both cases, our customers use this offering in a consumption-based model, and
 
 •  Backblaze Computer Backup, which provides virtually unlimited backup to businesses and consumers in a SaaS subscription model.
 

63



Table of Contents

Our pricing is simple and straightforward, with fees and terms that are shared transparently on our website. The chart below is a summary of
the primary solutions and pricing options we offer.
 

We have maintained our per-gigabyte B2 Cloud Storage pricing for five years, and we announced price increases to our unlimited
subscription Computer Backup pricing in February 2019 and July 2021 with no material impact on customer retention.

We provide simple pricing for usage of our cloud services and increase revenue per customer through our customers’ natural data growth or
employee growth. Additionally, we provide customers with additional value through cross-sell, upsell, and use case expansion that result in additional
revenue per customer. These options for cross-selling and upselling include the following:
 

 
•  Cross-Sell: After adopting any of our products, customers may expand to other products as their use cases grow, including Computer

Backup customers who adopt B2 Cloud Storage to facilitate broader use cases. Adopting additional products expands usage of our
platform.

 

 

•  Upsell: Customers can choose to use various features and services for additional fees, such as Extended Version History, Snapshots,
cloud replication (anticipated to be available in the first half of 2022), and enhanced support tiers. For example, our Computer Backup
cloud service includes 30-day file version history with all subscriptions; with Extended Version History customers can keep versions
as long as they wish for $2/month plus $0.005/GB/month for files saved beyond one year. B2 Cloud Storage offers Snapshots that
allow customers to create moment-in-time versions of their data, and we also allow customers to keep their data in multiple
geographic regions, both of which provide more customer value and are charged at the current $0.005/GB/month pricing.
Additionally, customers receive email and chat support for free, but can also opt for enhanced support tiers up to $700/month which
provide dedicated customer support contacts and 24/7 response.

 

 

•  Use Case Expansion: B2 Cloud Storage customers may adopt the service for one business need, but can expand their use cases as
their business evolves. One such example would be a business using B2 Cloud Storage for media asset management storage, which
decides to also use the service as an origin store for content distribution; another would be a business that adopts B2 Cloud Storage for
backup and archive purposes, which decides to also enable Object Lock for ransomware protection. Use case expansion enables the
opportunity to deepen our relationship with our customers and increase revenue.
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For prospective customers interested in B2 Cloud Storage, we offer a free tier and a simple, intuitive sign-up process, allowing them to
quickly on-board and start using our solutions. Once prospective customers grow beyond the free storage limit, they have the flexibility to only pay for
what they need and pay as they go, without any lock-in or long-term commitments. This is delivered via a consumption-based model, and we charge a
fixed price per month per gigabyte of data stored on our platform.

For prospective customers interested in Computer Backup, we offer a free 15-day trial and automatically start to back up all their files
securely to our Storage Cloud. Prospective customers can then choose to sign up on a per computer basis. The service is delivered via a SaaS model
where revenue is recognized ratably over the subscription term. Subscriptions are offered to customers on a monthly, annual, or bi-annual basis,
providing customers flexibility to choose their commitment lengths. We charge a flat rate for this solution and provide virtually unlimited backup
capabilities to customers. There are no storage limits or tiers. Customers also have the option to subscribe to Extended Version History, which enables
them to extend retention of old file versions and deleted files, which are typically saved for 30 days, to a year or perpetually.

We have a highly efficient go-to-market model that is built on a self-serve selling motion. Prospective customers find us through a variety of
channels including our website, partners, and brand advocates. We have fostered deep community engagement with valuable content we share on our
blog—in 2020 alone, more than 3 million readers consumed content that we shared there. Our content encourages organic, inbound traffic that we
believe serves as our greatest source of advocates and referrals. Our frictionless free trial and self-serve sign-up processes help convert our blog readers
and referrals from our brand advocates into customers, with over 80% of our revenue in 2020 coming from self-serve customers. In addition to
generating customers, a community of thousands of partners has arisen as a result of our efforts. Our developer, alliance, and managed service provider
(MSP) partners expand use cases and attract customers, thereby increasing usage of our Storage Cloud and helping to drive revenue growth. New
customers and partners ultimately lead to more insight, content, and community engagement, which creates a positive feedback loop that drives
additional customers and partners. In addition to our self-serve selling motion, in recent years we have begun to invest in a sales-assisted selling motion
to identify opportunities to increase business with existing customers and to assist larger customers in adopting our services. Our sales-assisted selling
motion has experienced substantial growth and helps customers that, in 2020, were approximately 20 times larger in terms of average revenue per
customer than our self-serve customers. These efficient and effective go-to-market motions have helped us grow rapidly.

Substantially all of our revenue is recurring in nature. We employ a land-and-expand model that drives additional revenue from existing
customers. As customers generate, store, and back up more data, their use of our platform increases, creating natural opportunities for revenue
expansion. We are able to further expand our relationships with our customers when they adopt new features and use cases that lead to increased usage
of our platform. Our land-and-expand strategy is evidenced by our overall net revenue retention rate of 113% and 114% as of December 31, 2019 and
2020, respectively.

The propensity of our customer relationships to expand over time is indicated by the chart below. Each cohort represents customers that
were brought onto our platform in that given year.
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Revenue by Customer Cohort
 

Factors Affecting Our Performance

We believe that the future growth and performance of our business will depend on several factors, including the following:

Scale Self Service Customer Acquisition

Our business depends, in part, on our ability to add new customers. We believe there is a significant opportunity to further grow our
customer base by continuing to make investments in sales and marketing. We will continue investing in our customer acquisition and inbound demand
generation activities, which is driven predominantly by our blog content, our case studies, social sharing, earned media, and our self-serve sign up
model. We intend to leverage this model as an efficient approach to attract new customers, turning them into brand advocates, partners, and more
referrals. Furthermore, we plan to continue to build and scale our paid lead generation and outbound sales motion to increasingly grow in the
mid-market.

We also plan to continue to build our ecosystem of partners. We believe that delivering our Storage Cloud solutions through our alliance,
developer, and MSP partnerships is an area of opportunity for us. By adding more partners and deepening our relationships with them, we expand our
use cases and drive new customer acquisition.

Scale Sales-Assisted Efforts

We believe an increasingly important complement to our self-serve customer acquisition model is our targeted inside Sales team that is
focused on a low-touch “sales-assisted” model that supports our larger customers if the need arises. This team focuses on inbound inquiries, outbound
prospecting targeting specific use cases, and volume expansion of our self-serve customers.

Expansion Within Existing Customers

Our future success will depend in part on our ability to increase usage and adoption of our solutions with existing customers. We intend to
increase revenue from existing customer relationships through the
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development of additional features and use cases, expanding our Customer Success initiatives, and natural customer data growth. We have developed
add-on services, such as Extended Version History and multi-region selection, which customers pay for on top of existing offerings. Examples of
expanding use cases include utilizing Backblaze for additional purposes such as media storage, hybrid cloud support, analytics repositories, and others.
We also plan to grow our Customer Success initiatives to ensure customers avail themselves of the full benefits of our platform, thus resulting in
increased adoption. As these customers continue to generate, store, and back up data, their use of our platform increases, creating natural opportunities
for revenue expansion.

Continued Platform Investment and New Product Launches

We are committed to delivering market-leading products that continue to make cloud storage and backup easy. We believe we must maintain
our product quality and strength of our brand in order to retain the current customer base as well as drive further revenue growth in our business. We
intend to continue investing in our research and development activities to build upon our strong position in the technology community. We have a
history of introducing successful new features and capabilities for our products, and we intend to continue investing heavily to grow our business to take
advantage of our expansive market opportunity. We also expect to launch new products that are adjacent to our current offerings, which will provide us
with the ability to further cross-sell and upsell.

Investments for Continued Scaling

We are focused on our long-term revenue potential and building out our infrastructure to sustain that growth. On a routine basis, we will
focus resources on optimizing the efficiency of our data storage. In some scenarios, we will choose to pass on potential cost savings to the customer, but
in other scenarios we will choose to reinvest cost savings back into infrastructure and design.

International Expansion

While our sales and marketing efforts have primarily focused on the United States, our existing customer base spans more than 175
countries, with 28% of our revenue originating outside of the United States for the year ended December 31, 2020. We believe international expansion
represents a meaningful opportunity to generate further demand for our solutions in international geographies. We plan to invest in our operations
internationally to reach new customers by expanding in targeted key geographies where we believe there are opportunities for significant return on
investment.

Key Business Metrics

We monitor the key business metrics set forth below to help us evaluate our business and growth trends, establish budgets, measure the
effectiveness of our sales and marketing efforts, and assess operational efficiencies. The calculation of the key metrics discussed below may differ from
other similarly titled metrics used by other companies, securities analysts, or investors.
 
   

As of
December 31,    

As of
June 30,  

   2019    2020    2020    2021  
Number of customers    427,169    466,298    447,513    484,630 
Net revenue retention rate    113%    114%    116%    110% 
Gross customer retention rate    90%    90%    90%    91% 
Annual recurring revenue (in millions)   $ 46.0   $ 59.2   $ 52.3   $ 64.8 
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  As of  

  
March 31,

2019   
June 30,

2019   
September 30,

2019   
December 31,

2019   
March 31,

2020   
June 30,

2020   
September 30,

2020   
December 31,

2020   
March 31,

2021   
June 30,

2021  
Number of customers (in thousands)   394   406   417   427   436   448   458   466   476   485 
Annual average revenue per user  $ 92  $ 98  $ 103  $ 108  $ 112  $ 116  $ 120  $ 124  $ 128  $ 133 

We also monitor the key business metrics set forth below with respect to our B2 Cloud Storage and Computer Backup solutions.
 
   

For the Year ended
December 31,    

For the Six Months Ended
June 30,  

   
        2019 

          
        2020     

      
        2020     

      
        2021     

    
           (unaudited)  
   (in millions)  
B2 Cloud Storage revenue   $ 8.6   $ 14.2   $ 6.3   $ 10.1 
Computer Backup revenue   $ 31.7   $ 38.9   $ 18.8   $ 21.1 
 
  As of December 31,   As of June 30,  
  2019   2020   2020   2021  

  
B2 Cloud
Storage   

Computer
Backup   

B2 Cloud
Storage   

Computer
Backup   

B2 Cloud
Storage   

Computer
Backup   

B2 Cloud
Storage   

Computer
Backup  

Number of customers (in thousands)(1)   44   392   59   419   52   407   68   431 
Net revenue retention rate   151%   107%   135%   108%   144%   110%   130%   104% 
Annual recurring revenue (in millions)  $ 11.4  $ 34.6  $ 17.1  $ 42.1  $ 14.0  $ 38.3  $ 21.8  $ 43.0 
Gross customer retention   92%   90%   92%   91%   92%   90%   92%   91% 
Annual average revenue per user  $ 241  $ 90  $ 292  $ 97  $ 267  $ 94  $ 326  $ 99 
 
 
(1) The number of customers for each of B2 Cloud Storage and Computer Backup solutions include customers that use both our B2 Cloud Storage

and Computer Backup solutions.

Number of Customers

We believe our ability to grow the number of customers, and revenue generated per customer, on our platform provides a key indicator of
the growth of our business and our future business opportunities. We also believe that the number of our customers is an important indicator of the
market acceptance of our cloud services, engagement with our platform, and future revenue trends. We define a customer at the end of any period as a
distinct account, as identified by a unique account identifier, that has paid for our cloud services, which makes up substantially all of our user base.

Net Revenue Retention Rate

We believe the growth in use of our platform by our existing customers is an important measure of the health of our business and our future
growth prospects. We measure this growth by monitoring our overall net revenue retention rate, which measures our ability to retain and expand revenue
from existing customers. We believe that we can drive this metric by continuing to focus on our customers and by adding additional products and
functionality to our platform.

Our overall net revenue retention rate is a trailing four-quarter average of the recurring revenue from a cohort of customers in a quarter as
compared to the same quarter in the prior year. We calculate our overall net
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revenue retention rate for a quarter by dividing (i) recurring revenue in the current quarter from any accounts that were active at the end of the same
quarter of the prior year by (ii) recurring revenue in the current corresponding quarter from those same accounts. Our overall net revenue retention rate
includes any expansion of revenue from existing customers and is net of revenue contraction and customer attrition, and excludes revenue from new
customers in the current period. Our net revenue retention rate for Computer Backup and B2 Cloud Storage is calculated in the same manner as our
overall net revenue retention rate based on the revenue from our Computer Backup and B2 Cloud Storage solutions, respectively.

Gross Customer Retention Rate

We use gross customer retention rate to measure our ability to retain our customers. Our gross customer retention rate reflects only customer
losses and does not reflect the expansion or contraction of revenue we earn from our existing customers. We believe our high gross customer retention
rates demonstrate that we serve a vital service to our customers, as the vast majority of our customers tend to continue to use our platform from one
period to the next. To calculate our gross customer retention rate, we take the trailing four-quarter average of the percentage of cohort of customers who
were active at the end of the quarter in the prior year that are still active at the end of the current quarter. We calculate our gross customer retention rate
for a quarter by dividing (i) the number of accounts that generated revenue in the last month of the current quarter that also generated recurring revenue
during the last month of the corresponding quarter in the prior year, by (ii) the number of accounts that generated recurring revenue during the last
month of the corresponding quarter in the prior year.

Annual Recurring Revenue

We define annual recurring revenue (ARR) as the annualized value of all Backblaze B2 and Computer Backup arrangements as of the end of
a period. Given the renewable nature of our business, we view ARR as an important indicator of our financial performance and operating results, and we
believe it is a useful metric for internal planning and analysis. ARR is calculated based on multiplying the monthly revenue from all Backblaze B2 and
Computer Backup arrangements, which represent greater than 98% of our revenue for the periods presented, (and excludes Physical Media revenue) for
the last month of a period and multiplying it by 12. Our annual recurring revenue for Computer Backup and B2 Cloud Storage is calculated in the same
manner as our overall annual recurring revenue based on the revenue from our Computer Backup and B2 Cloud Storage solutions, respectively. See
Notes to our financial statements included elsewhere in this prospectus for more information on revenue from B2 Cloud Storage and Computer Backup
arrangements.

ARR does not have a standardized meaning and is therefore unlikely to be comparable to similarly titled measures presented by other
companies. ARR should be viewed independently of revenue and is not intended to be combined with or to replace that item. ARR is not a forecast and
the active contracts at the end of a reporting period used in calculating ARR may or may not be extended or renewed by our customers.

While ARR is not a guarantee of future revenue, we consider over 98% of our revenue recurring for the periods presented. As noted above,
our gross customer retention rate has been consistent over the periods presented at approximately 90%. Although B2 Cloud Storage is paid for by
customers in arrears, we recognize revenue in the month these storage services are delivered, and consider this revenue recurring as customers are
charged as long as their data is stored with us. Further, during the periods presented, customers who store data with us generally increase the amount of
their data stored over time, as evidenced by our B2 Cloud Storage net revenue retention rate of 130% as of June 30, 2021. Fees from B2 Cloud Storage
(consumption-based arrangements) are recognized as services are delivered. Computer Backup (subscription-based arrangements) revenue is recognized
on a straight-line basis over the contractual term of the arrangement beginning on the date that the service commences, provided that all other revenue
recognition criteria have been met. See Notes to the financial statements for details on our revenue recognition policy. Additional limitations of ARR
include the fact that consumption-based revenue is not guaranteed for future periods, although we believe that our high historic gross customer retention
rate is indicative of ARR, and the fact that our subscription terms can be on a monthly basis, although the significant majority of our customers have
subscription terms of one year or longer during the periods presented above.
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Annual Average Revenue Per User

We define annual average revenue per user (Annual ARPU) as the annualized value for the average revenue per customer. We believe
Annual ARPU provides a useful indicator of our financial performance and revenue contributions per customer, and is an important metric for internal
planning and analysis. Annual ARPU is calculated by dividing our revenue for the last month of a period by the total number of customers as of the last
day of the same period, and then multiplying the resulting quotient by 12. Our annual average revenue per user for Computer Backup and B2 Cloud
Storage is calculated in the same manner based on the revenue and number of customers from our Computer Backup and B2 Cloud Storage solutions,
respectively.

Non-GAAP Financial Measures

To supplement our financial statements, which are prepared and presented in accordance with generally accepted accounting principles in
the United States, or GAAP, we provide investors with non-GAAP financial measures including adjusted gross margin and adjusted EBITDA, each as
defined below. These measures are presented for supplemental informational purposes only, have limitations as analytical tools and should not be
considered in isolation or as a substitute for financial information presented in accordance with GAAP. In addition, other companies, including
companies in our industry, may calculate similarly-titled non-GAAP financial measures differently or may use other measures to evaluate their
performance, all of which could reduce the usefulness of these measures as tools for comparison. Because of these limitations, when evaluating our
performance, you should consider each of these non-GAAP financial measures alongside other financial performance measures, including the most
directly comparable financial measure calculated in accordance with GAAP and our other GAAP results. A reconciliation of each of our non-GAAP
financial measures to the most directly comparable financial measure calculated in accordance with GAAP is set forth below.

Adjusted Gross Margin

We believe adjusted gross margin, when taken together with our GAAP financial results, provides a meaningful assessment of our
performance, and is useful to us for evaluating our ongoing operations and for internal planning and forecasting purposes.

We define adjusted gross margin as gross profit, exclusive of stock-based compensation expense, depreciation expense of our property and
equipment, and amortization expense of capitalized internal-use software included within cost of revenue, as a percentage of adjusted gross profit to
revenue. We exclude stock-based compensation, which is a non-cash item, because we do not consider it indicative of our core operating performance.
We exclude depreciation expense of our property and equipment and amortization expense of capitalized internal-use software, because these may not
reflect current or future cash spending levels to support our business. We believe adjusted gross margin provides consistency and comparability with our
past financial performance and facilitates period-to-period comparisons of operations, as this metric eliminates the effects of depreciation and
amortization.
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The following table presents a reconciliation of gross profit, the most directly comparable financial measure stated in accordance with
GAAP, to adjusted gross profit, for each of the periods presented:
 

   
For the Year Ended

December 31,    
For the Six Months

Ended June 30,  
   2019    2020    2020    2021  
           (unaudited)  
   (in thousands)  
Gross profit   $20,621   $27,983   $13,701   $15,706 
Adjustments:         

Stock-based compensation    130    100    23    194 
Depreciation and amortization    9,083    12,402    5,534    7,683 

    
 

    
 

    
 

    
 

Adjusted gross profit   $29,834   $40,485   $19,258   $23,583 
    

 

    

 

    

 

    

 

Gross margin    51%    52%    54%    50% 
Adjusted gross margin    73%    75%    76%    75% 

Adjusted EBITDA

Our management uses adjusted EBITDA to assess our operating performance. We define adjusted EBITDA as net loss adjusted to exclude
depreciation and amortization, stock-based compensation, interest expense, income tax provision, and gain on extinguishment of debt. We use adjusted
EBITDA to evaluate our ongoing operations and for internal planning and forecasting purposes. We believe that adjusted EBITDA, when taken together
with our GAAP financial results, provides meaningful supplemental information regarding our operating performance by excluding certain items that
may not be indicative of our business, results of operations or outlook. We consider adjusted EBITDA to be an important measure because it helps
illustrate underlying trends in our business and our historical operating performance on a more consistent basis.

Our calculation of adjusted EBITDA may differ from the calculations of adjusted EBITDA by other companies and therefore comparability
may be limited. Because of these limitations, when evaluating our performance, you should consider adjusted EBITDA alongside other financial
performance measures, including our net loss and other GAAP results. The following table presents a reconciliation of net loss, the most directly
comparable financial measure stated in accordance with GAAP, to adjusted EBITDA for each of the periods presented:
 

   
For the Year Ended

December 31,    
For the Six Months

Ended June 30,  
   2019    2020    2020    2021  
           (unaudited)  
   (in thousands)  
Net loss   $ (996)   $ (6,623)   $(1,345)   $(6,106) 
Adjustments:         

Depreciation and amortization    9,318    12,951    5,749    7,982 
Stock-based compensation    1,387    1,879    743    2,163 
Interest expense    1,929    2,886    1,153    1,718 
Income tax provision    16    5    —      136 
Gain on extinguishment of debt    —      —      —      (2,299) 

    
 

    
 

    
 

    
 

Adjusted EBITDA   $11,654   $11,098   $ 6,300   $ 3,594 
    

 

    

 

    

 

    

 

Impact of COVID-19

The worldwide spread of COVID-19 has created significant uncertainty in the global economy. There have been no comparable recent
events that provide guidance as to the effect the spread of COVID-19 as a global pandemic may have, and, as a result, the ultimate impact of COVID-19
and the extent to which COVID-19
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continues to impact our business will depend on future developments, which are highly uncertain and difficult to predict.

While the full impact of the pandemic to our business remains unknown and we believe that our results of operations and financial condition
have not been materially adversely impacted to date, we also believe that the pandemic has had some impact on our business. Our potential customers,
customers, or partners may have experienced, or in the future could experience, downturns or uncertainty in their own business operations due to
COVID-19, which may have affected or could affect purchasing and operating decisions. For example, although we believe our ability to retain
customers has not been materially impacted by the pandemic, we also believe that the pandemic may have caused some customers to reduce their use of
cloud storage with us or to delay increasing their use of our cloud storage offerings. In addition, the pandemic may have caused potential customers to
delay their purchasing decisions or to store less data with us. We may also experience customer losses due to customer bankruptcy or cessation of
operations, or otherwise.

In addition to the impact on customers, the pandemic has had some impact to our supply chain. For example, starting in April 2020, we
began to acquire additional hard drives and related infrastructure through capital lease agreements in order to minimize the impact of potential supply
chain disruptions due to the pandemic. The additional leased hard drives resulted in a higher balance of capital equipment and related lease liability, an
increase in cash used in financing activities from principal payments, as well as a higher ongoing interest and depreciation expense related to these lease
agreements. Accordingly, our supply chain in the future may be disrupted, or we may be unable to obtain infrastructure and related equipment essential
to our business on favorable terms or at all. However, based on the impact from the pandemic to date, we believe we have sufficient reserves to
minimize any material impact to our business operations should such a disruption occur.

In response to the COVID-19 pandemic, in the first quarter of 2020, we temporarily closed our office, enabled our non-essential workforce
to work remotely, and implemented travel restrictions for non-essential business. These changes remain in effect in the second quarter of 2021 and could
extend into future quarters. The changes we have implemented to date have not affected and are not expected to materially affect our ability to maintain
operations, including financial reporting systems, internal controls over financial reporting, and disclosure controls and procedures. Furthermore, after
the outbreak of COVID-19, we have seen slower growth in certain operating expenses due to reduced business travel and the virtualization or
cancellation of customer and employee events.

In April 2020, we applied for a payroll forgiveness loan and received $2.3 million from the Small Business Administration’s Paycheck
Protection Program (PPP). We submitted our PPP forgiveness application in July 2020, and in June 2021 we received notification from the SBA that our
forgiveness application of the PPP loan and accrued interest, totaling $2.3 million, was approved in full, and we had no further obligations related to the
PPP loan. Accordingly, we recorded a gain on the forgiveness of the PPP loan as gain on extinguishment of debt on our statement of operations as of
June 30, 2021. While we believe our loan was properly obtained and forgiven, there can be no assurance regarding the outcome of an SBA review. We
have not been informed that a review will occur and we have not accrued any liability associated with the risk of an adverse SBA review.

The full extent to which the COVID-19 pandemic will directly or indirectly impact our business, results of operations, cash flows, and
financial condition will depend on future developments that are highly uncertain and cannot be accurately predicted. The global impact of COVID-19
continues to rapidly evolve, and we will continue to monitor the situation and the effects on our business and operations.

Key Components of Results of Operations

Revenue

We generate revenue primarily from our Backblaze B2 Cloud Storage and Backblaze Computer Backup cloud services offered on our
platform. Our platform is offered to our customers through either a consumption or
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a subscription-based arrangement through Backblaze B2 and Backblaze Computer Backup, respectively. Our subscription arrangements range in
duration from one month to 24 months, for which we bill our customers up front for the entire period. Our consumption-based arrangements do not have
a contractual term and are billed monthly in arrears.

For our subscription arrangements, we provide our cloud services evenly over the contractual period, for which revenue is recognized on a
straight-line basis over the contract term beginning on the date that the service is made available to the customer. Consumption-based revenue is variable
and is related to fees charged for our customers’ use of our platform and is recognized as revenue in the period in which the consumption occurs.

In support of our platform, we also derive revenue from products offered to our customers for the ability to securely restore data using a
USB drive (USB Restore) and for migrating large data sets to our platform using our proprietary Fireball device. Revenue from USB Restore is
recognized as our products are delivered to our customers. Revenue recognized from customer rentals of our Fireball device is time-based.

We adopted Accounting Standards Codification (ASC) Topic 606, Revenue from Contracts with Customers (ASC 606) as of January 1,
2020.

Cost of Revenue and Gross Margin

Cost of revenue consists of expenses for providing our platform and cloud services to our customers. These expenses include operating in
co-location facilities, network and bandwidth costs, and depreciation of our equipment and capital lease equipment in co-location facilities. Personnel-
related costs associated with customer support and maintaining service availability, including salaries, benefits, bonuses, and stock-based compensation
are also included. Cost of revenue also includes credit card processing fees, amortization of capitalized internal-use software development costs, and
allocated overhead costs.

We intend to continue to invest additional resources in our infrastructure and related personnel, and our customer support organization, to
support the growth of our business. Some of these investments, including costs of infrastructure equipment (including related depreciation) and
expansion, are incurred in advance of generating revenue, and either the failure to generate anticipated revenue or fluctuations in the timing of revenue
could affect our gross margin from period to period.

Operating Expenses

The most significant components of our operating expenses are personnel costs, which consist of salaries, benefits, bonuses, and stock-based
compensation. We also incur other non-personnel costs related to our general overhead expenses. We expect that our operating expenses will increase in
absolute dollars as we grow our business.

Research and Development

Research and development expenses consist primarily of personnel costs, consultant fees, costs related to technical operations, subscription
services for use by our research and development organization and an allocation of our general overhead expenses. We capitalize the portion of our
software development costs that meets the criteria for capitalization.

We expect our research and development expenses to increase in absolute dollars for the foreseeable future as we continue to focus our
research and development efforts on adding new features to our platform, improving our cloud service offerings, and increasing the functionality of our
existing features. Our research and development expenses may fluctuate as a percentage of revenue from period to period due to the timing and extent of
these expenses.
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Sales and Marketing

Sales and marketing expenses consist primarily of personnel costs. Sales and marketing expenses also include expenditures related to
advertising, marketing, our brand awareness activities, commissions paid to marketing partners, and an allocation of our general overhead expenses.

We plan to continue investing in sales and marketing by increasing our sales and marketing headcount, supplementing our self-serve model
with a direct sales approach, expanding our partner ecosystem, driving our go-to-market strategies, building our lead generation and brand awareness,
and sponsoring additional marketing events. As a result, we expect our sales and marketing expenses to increase in absolute dollars for the foreseeable
future. Sales and marketing expenses may fluctuate as a percentage of revenue from period to period because of the timing and extent of these expenses.

General and Administrative

General and administrative expenses consist primarily of personnel costs for our accounting, finance, legal, IT, security, human resources,
and administrative support personnel and executives. General and administrative expenses also include costs related to legal and other professional
services fees, sales, and other taxes; depreciation and amortization; and an allocation of our general overhead expenses. We expect our general and
administrative expenses to increase in absolute dollars as our business grows. Following the completion of this offering, we will incur additional general
and administrative expenses as a result of operating as a public company, including increased expenses for insurance, costs to comply with the rules and
regulations applicable to companies listed on a national securities exchange, costs related to compliance and reporting obligations pursuant to the rules
and regulations of the SEC, investor relations, and professional services expenses.

Interest Expense

Interest expense consists primarily of interest related to our capital lease agreements.

Income Tax Provision

Provision for income taxes consists primarily of income taxes in certain foreign and state jurisdictions in which we conduct business. We
maintain a full valuation allowance against our U.S. deferred tax assets because we have concluded that it is more likely than not that our deferred tax
assets will not be realized.
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Results of Operations

The following table sets forth our statements of operations data for the periods indicated:
 

   
For the Year Ended

December 31,    
For the Six Months Ended

June 30,  
   2019    2020        2020           2021     
           (Unaudited)  
   (in thousands)  
Revenue   $40,748   $53,784   $ 25,379   $ 31,462 
Cost of revenue(1)    20,127    25,801    11,678    15,756 

    
 

    
 

    
 

    
 

Gross profit    20,621    27,983    13,701    15,706 
Operating expenses:         

Research and development(1)    8,436    13,069    5,832    8,976 
Sales and marketing(1)    8,166    11,924    5,423    8,124 
General and administrative(1)    3,070    6,722    2,638    5,157 

    
 

    
 

    
 

    
 

Total operating expenses    19,672    31,715    13,893    22,257 
    

 
    

 
    

 
    

 

Income (loss) from operations    949    (3,732)    (192)    (6,551) 
Interest expense    (1,929)    (2,886)    (1,153)    (1,718) 
Gain on extinguishment of debt    —      —      —      2,299 

    
 

    
 

    
 

    
 

Loss before provision for income taxes    (980)    (6,618)    (1,345)    (5,970) 
Income tax provision    (16)    (5)    —      (136) 

    
 

    
 

    
 

    
 

Net loss   $ (996)   $ (6,623)   $ (1,345)   $ (6,106) 
    

 

    

 

    

 

    

 

 
(1) Includes stock-based compensation expense as follows:
 

   
For the Year Ended

December 31,    
For the Six Months Ended

June 30,  
   2019    2020        2020           2021     
           (unaudited)  
   (in thousands)  
Cost of revenue   $ 130   $ 100   $ 23   $ 194 
Research and development    549    750    341    911 
Sales and marketing    546    670    249    568 
General and administrative    162    359    130    490 

    
 

    
 

    
 

    
 

Total stock-based compensation expense   $1,387   $ 1,879   $ 743   $ 2,163 
    

 

    

 

    

 

    

 

 
75



Table of Contents

The following table sets forth our statements of operations data expressed as a percentage of revenue for the periods indicated:
 

   
For the Year Ended

December 31,   
For the Six Months

Ended June 30,  
   2019   2020   2020   2021  
         (unaudited)  
Revenue    100%   100%   100%   100% 
Cost of revenue    49   48   46   50 

    
 

   
 

   
 

   
 

Gross profit    51   52   54   50 
Operating expenses:      

Research and development    21   24   23   29 
Sales and marketing    20   22   21   26 
General and administrative    8   12   10   16 

    
 

   
 

   
 

   
 

Total operating expenses    48   59   55   71 
    

 
   

 
   

 
   

 

Income (loss) from operations    2   (7)   (1)   (21) 
Interest expense    (5)   (5)   (5)   (5) 
Gain on extinguishment of debt    —     —     —     7 

    
 

   
 

   
 

   
 

Loss before provision for income taxes    (2)   (12)   (5)   (19) 
Income tax provision    —     —     —     —   

    
 

   
 

   
 

   
 

Net loss    (2)%   (12)%   (5)%   (19)% 
    

 

   

 

   

 

   

 

Comparison of the Six Months Ended June 30, 2020 and 2021

Revenue
 

   
For the Six Months

Ended June 30,      
   2020    2021    Change    % Change 
   (in thousands)          
B2 Cloud Storage revenue   $ 6,261   $10,050   $3,789    61% 
Computer Backup revenue    18,803    21,055    2,252    12% 
Physical Media revenue    315    357    42    13% 

    
 

    
 

    
 

  

Revenue   $25,379   $31,462   $6,083    24% 

Total revenue increased by $6.1 million, or 24%, for the six months ended June 30, 2021 compared to the six months ended June 30, 2020.
$3.8 million of the increase was from consumption-based revenue (B2 Cloud Storage), which increased by approximately $1.8 million from new
customers and approximately $2.0 million from increased usage of our cloud services by existing customers. The remaining increase of $2.3 million was
due to subscription-based revenue (Computer Backup), which increased by approximately $1.5 million from new customers and approximately $0.8
million primarily from expansion of existing customers. Additionally, COVID-19 was ongoing during the full six months ended June 30, 2021, and may
have impacted our customers and potential customers, while the same period in 2020 had only a partial impact of the pandemic.
 

76



Table of Contents

Cost of Revenue and Gross Margin
 

   
For the Six Months

Ended June 30,         
   2020   2021   Change    % Change 

   
(in thousands, except

percentages)         
Cost of revenue   $11,678  $15,756  $4,078    35% 
Gross margin    54%   50%    

Total cost of revenue increased by $4.1 million, or 35%, for the six months ended June 30, 2021 compared to the six months ended June 30,
2020. The increase was primarily attributable to an increase of $1.9 million for depreciation of our infrastructure equipment, which was mainly a result
of purchasing additional hard drives and related infrastructure in order to minimize the impact of potential supply chain disruptions caused by COVID-
19, and an increase of $1.7 million related to managing and operating our co-location facilities.

Gross margin decreased to 50% for the six months ended June 30, 2021 compared to 54% for the six months ended June 30, 2020. The
decrease in gross margin was primarily due to cost of revenue increasing at a higher rate as compared to our revenue due primarily to investment in our
infrastructure, as described above.

Operating Expenses
 

   
For the Six Months

Ended June 30,          
   2020    2021    Change    % Change 
   (in thousands)          
Research and development   $5,832   $ 8,976   $3,144    54% 
Sales and marketing    5,423    8,124    2,701    50% 
General and administrative    2,638    5,157    2,519    95% 

Research and Development

Research and development expense increased by $3.1 million, or 54%, for the six months ended June 30, 2021 compared to the six months
ended June 30, 2020. The increase was primarily attributable to an increase of $2.1 million in personnel-related expenses as a result of increased
headcount, an increase of $0.2 million related to facilities and IT overhead allocation, and an increase of $0.6 million related to stock-based
compensation expense.

Sales and Marketing

Sales and marketing expense increased by $2.7 million, or 50%, for the six months ended June 30, 2021 compared to the six months ended
June 30, 2020. The increase in sales and marketing expense was primarily attributable to an increase of $1.6 million in personnel-related expenses as a
result of increased headcount, an increase of $0.3 million related to stock-based compensation and an increase of $0.6 million due to increased
advertising expenses.

General and Administrative

General and administrative expense increased by $2.5 million, or 95%, for the six months ended June 30, 2021 compared to the six months
ended June 30, 2020. The increase was primarily attributable to an increase of $1.3 million in personnel-related expenses as a result of increased
headcount, an increase of $0.5 million in professional fees for accounting and tax services, and an increase of $0.4 million related to stock-based
compensation expense.
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Interest Expense
 

   
For the Six Months

Ended June 30,      
   2020    2021    Change   % Change 
   (in thousands)          
Interest expense   $(1,153)   $(1,718)   $ (565)    49% 

Interest expense increased by $0.6 million, or 49%, for the six months ended June 30, 2021 compared to the six months ended June 30,
2020. The increase was primarily due to interest expense from capital lease agreements we entered into during the second half of 2020, which increased
our capital lease liability significantly to $27.6 million as of June 30, 2021. The capital lease agreements were for additional hard drives and related
infrastructure that we purchased in response to the COVID-19 pandemic, in order to minimize the impact of potential supply chain disruptions.

Income Tax Provision
 

   
For the Six Months

Ended June 30,      
   2020    2021    Change   % Change 
   (in thousands)          

  $ —     $ (136)   $ (136)    —  % 

Our provision for income taxes increased by $0.1 million for the six months ended June 30, 2021 compared to the six months ended June
30, 2020 due to a charge related to the limitation on post-2017 federal net operating losses which are limited to 80% beginning in years after December
31, 2020.

Comparison of the Years Ended December 31, 2019 and 2020

Revenue
 

   
For the Year Ended

December 31,      
   2019    2020    Change    % Change 
   (in thousands)          
B2 Cloud Storage revenue   $ 8,569   $14,240   $ 5,671    66% 
Computer Backup revenue    31,726    38,926    7,200    23% 
Physical Media revenue    453    618    165    36% 

    
 

    
 

    
 

  

Revenue:   $40,748   $53,784   $13,036    32% 

Total revenue increased by $13.0 million, or 32%, for the year ended December 31, 2020 compared to the year ended December 31, 2019.
$5.7 million of the increase was from consumption-based revenue (B2 Cloud Storage), which increased by approximately $2.6 million from new
customers and approximately $3.1 million from increased usage of our cloud services by existing customers. $7.2 million of the increase was due to
subscription-based revenue (Computer Backup), which increased by approximately $4.7 million as a result of new customers and approximately $2.5
million primarily from expansion of existing customers. The year ended December 31, 2020 included the full impact of our 2019 price increase.

Cost of Revenue and Gross Margin
 

   
For the Year Ended

December 31,         
   2019   2020   Change    % Change 

   
(in thousands, except

percentages)         
Cost of revenue   $20,127  $25,801  $5,674    28% 
Gross margin    51%   52%    

 
78



Table of Contents

Total cost of revenue increased by $5.7 million, or 28%, for the year ended December 31, 2020 compared to the year ended December 31,
2019. The increase was primarily attributable to an increase of $3.0 million for depreciation of our infrastructure equipment and an increase of $2.2
million related to managing and operating our co-location facilities.

Gross margin increased to 52% for the year ended December 31, 2020 compared to 51% for the year ended December 31, 2019.

The increase in gross margin was primarily due to revenue increasing at a higher rate as compared to our cost of revenue as described above.

Operating Expenses
 

   
For the Year Ended

December 31,      
   2019    2020    Change    % Change 
   (in thousands)          
Research and development   $8,436   $13,069   $4,633    55% 
Sales and marketing    8,166    11,924    3,758    46% 
General and administrative    3,070    6,722    3,652    119% 

Research and Development

Research and development expense increased by $4.6 million, or 55%, for the year ended December 31, 2020 compared to the year ended
December 31, 2019. The increase was primarily attributable to an increase of $4.2 million in personnel-related expenses as a result of increased
headcount, an increase of $0.2 million related to facilities and IT overhead allocation, and an increase of $0.2 million related to stock-based
compensation expense.

Sales and Marketing

Sales and marketing expense increased by $3.8 million, or 46%, for the year ended December 31, 2020 compared to the year ended
December 31, 2019. The increase in sales and marketing expense was primarily attributable to an increase of $3.3 million in personnel-related expenses
as a result of increased headcount and an increase of $0.5 million related to facilities and IT overhead allocation, partially offset by a decrease of $0.2
million in reduced spending for tradeshows as a result of the COVID-19 pandemic.

General and Administrative

General and administrative expense increased by $3.7 million, or 119%, for the year ended December 31, 2020 compared to the year ended
December 31, 2019. The increase was primarily attributable to an increase of $3.4 million in personnel-related expenses as a result of increased
headcount, increase of $0.5 million in professional fees for accounting and other consulting services, and an increase of $0.2 million related to stock-
based compensation expense, partially offset by a decrease of $0.3 million in reduced spending for in-office employee expenses and travel as a result of
the COVID-19 pandemic.

Interest Expense
 

   
For the Year Ended

December 31,      
   2019    2020    Change   % Change 
   (in thousands)          
Interest expense   $(1,929)   $(2,886)   $ (957)    50% 
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Interest expense increased by $1.0 million, or 50%, for the year ended December 31, 2020 compared to the year ended December 31, 2019.
The increase was primarily due to interest expense from $23.1 million in capital lease agreements we entered into during 2020, which increased our
capital lease liability from $16.8 million as of December 31, 2019 to $29.2 million as of December 31, 2020. The capital lease agreements were for
additional hard drives and related infrastructure that we purchased in response to the COVID-19 pandemic, in order to minimize the impact of potential
supply chain disruptions.

Income Tax Provision
 

   
For the Year Ended

December 31,      
   2019    2020    Change   % Change 
   (in thousands)          
Income tax provision   $ (16)   $ (5)   $ 11    (69)% 

Our provision for income taxes did not change significantly, decreasing by less than $0.1 million, or 69%, for the year ended December 31,
2020 compared to the year ended December 31, 2019.

Quarterly Results of Operations

The following tables set forth selected unaudited quarterly statements of operations data for each of the six fiscal quarters ended June 30,
2021, as well as the percentage of revenue that each line item represents for each quarter. The information for each of these quarters has been prepared
on the same basis as the audited annual financial statements included elsewhere in this prospectus and, in the opinion of management, includes all
adjustments, which consist only of normal recurring adjustments, necessary for the fair presentation of the results of operations for these periods. This
data should be read in conjunction with our financial statements and related notes included elsewhere in this prospectus. These quarterly results are not
necessarily indicative of our results of operations to be expected for any future period.

Statements of Operations Data
 
   Three Months Ended  

   
March 31,

2020   
June 30,

2020   
September 30,

2020   
December 31,

2020   
March 31,

2021   
June 30,

2021  
   (in thousands, unaudited)  
Revenue   $ 12,358  $13,021  $ 13,817  $ 14,588  $ 15,312  $16,150 
Cost of revenue(1)    5,448   6,230   7,097   7,026   7,830   7,926 

    
 

   
 

   
 

   
 

   
 

   
 

Gross profit    6,910   6,791   6,720   7,562   7,482   8,224 
Operating expenses:        

Research and development(1)    2,660   3,172   3,300   3,937   4,269   4,707 
Sales and marketing(1)    2,570   2,853   2,956   3,545   3,777   4,347 
General and administrative(1)    1,129   1,509   1,519   2,565   2,253   2,904 

    
 

   
 

   
 

   
 

   
 

   
 

Total operating expenses    6,359   7,534   7,775   10,047   10,299   11,958 
    

 
   

 
   

 
   

 
   

 
   

 

Income (loss) from operations    551   (743)   (1,055)   (2,485)   (2,817)   (3,734) 
Interest expense    (538)   (615)   (793)   (940)   (871)   (847) 
Gain on extinguishment of debt    —     —     —     —     —     2,299 

    
 

   
 

   
 

   
 

   
 

   
 

Income (loss) before provision for income taxes    13   (1,358)   (1,848)   (3,425)   (3,688)   (2,282) 
Income tax (provision) benefit    —     —     (12)   7   —     (136) 

    
 

   
 

   
 

   
 

   
 

   
 

Net income (loss)   $ 13  $ (1,358)  $ (1,860)  $ (3,418)  $ (3,688)  $ (2,418) 
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(1) Includes stock-based compensation expense as follows:
 
  Three Months Ended  

  
March 31,

2020   
June 30,

2020   
September 30,

2020   
December 31,

2020   
March 31,

2021   
June 30,

2021  
  (in thousands, unaudited)  
Cost of revenue   —    $ 23  $ 34  $ 43  $ 85  $ 109 
Research and development   149   192   195   214   399   512 
Sales and marketing   107   142   137   284   189   379 
General and administrative   44   86   105   124   235   255 

   
 

   
 

   
 

   
 

   
 

   
 

Total stock-based compensation expense  $ 300  $ 443  $ 471  $ 665  $ 908  $1,255 
   

 

   

 

   

 

   

 

   

 

   

 

Percentage of Revenue Data
 
   Three Months Ended  

   
March 31,

2020   
June 30,

2020   
September 30,

2020   
December 31,

2020   
March 31,

2021   
June 30,

2021  
   (unaudited)  
Revenue    100%   100%   100%   100%   100%   100% 
Cost of revenue    44   48   51   48   51   49 

    
 

   
 

   
 

   
 

   
 

   
 

Gross profit    56   52   49   52   49   51 
Operating expenses:        

Research and development    22   24   24   27   28   29 
Sales and marketing    21   22   21   24   25   27 
General and administrative    9   12   11   18   15   18 

    
 

   
 

   
 

   
 

   
 

   
 

Total operating expenses    51   58   56   69   67   74 
    

 
   

 
   

 
   

 
   

 
   

 

Income (loss) from operations    4   (6)   (8)   (17)   (18)   (23) 
Interest expense    (4)   (5)   (6)   (6)   (6)   (5) 
Gain on extinguishment of debt    —     —     —     —     —     14 

    
 

   
 

   
 

   
 

   
 

   
 

Income (loss) before provision for income
taxes    —     (10)   (13)   (23)   (24)   (14) 

Income tax (provision) benefit    —     —     —     —     —     1 
    

 
   

 
   

 
   

 
   

 
   

 

Net income (loss)    —     (10)%   (13)%   (23)%   (24)%   (15)% 
    

 

   

 

   

 

   

 

   

 

   

 

Quarterly Changes in Revenue

Revenue increased sequentially in each of the quarters presented primarily due to the addition of new customers and increased usage of our
cloud services. Additionally, the COVID-19 pandemic began during the first quarter of 2020, and was ongoing during the remaining quarterly periods
presented, and may have impacted our customers and potential customers due to the economic impact of the pandemic. Increases or decreases in new
sales or renewals in any one period may not be immediately reflected in our revenue for that period and may instead affect future periods. For our
subscription arrangements, a portion of the revenue that we report in each period may be attributable to the recognition of deferred revenue recorded in
prior periods.

Quarterly Changes in Cost of Revenue and Gross Margin

Cost of revenue generally increased in each of the quarters presented primarily as a result of increased infrastructure expenses, driven by the
initial cost of new deployments for supporting the increased use of our platform by new and existing customers, as well as increased personnel-related
expenses resulting from increased headcount. As we continue to scale our business, we are increasing the efficiency of our infrastructure, which
 

81



Table of Contents

should drive our cost of revenue as a percentage of revenue lower over the long term and increase our gross margin.

As a result of COVID-19, starting in April 2020, we began to lease additional hard drives to minimize the potential impact of any supply
chain disruptions. The additional expenditures adversely impacted our gross margin and maintaining an increased supply of leased equipment may
continue to adversely impact our gross margins in the future.

Quarterly Changes in Operating Expenses

Operating expenses have generally increased in each of the quarters presented primarily due to increased headcount and other related costs
to support our growth. However, after the outbreak of COVID-19, we have seen slower growth in certain operating expenses due to reduced business
travel, deferred hiring for some positions and the virtualization or cancellation of customer and employee events. Our research and development
expenses have generally increased as we continued to add headcount for the development of enhancements and features to our platform. We intend to
continue to make significant investments in research and development. We also intend to invest in our sales and marketing organization and programs to
drive future revenue growth. General and administrative expenses increase as our business grows, consisting primarily of personnel costs for our
accounting, finance, legal, human resources and administrative support personnel and executives. We expect to incur additional general and
administrative expenses as a result of operating as a public company.

Key Business Metrics
 
  As of  

  
March 31,

2020   
June 30,

2020   
September 30,

2020   
December 31,

2020   
March 31,

2021   
June 30,

2021  
B2 Cloud Storage       
Number of customers (in thousands)(1)   47   52   55   59   63   68 
Net revenue retention rate   148%   144%   139%   135%   131%   130% 
Annual recurring revenue (in millions)  $ 11.9  $ 14.0  $ 15.6  $ 17.1  $ 19.3  $ 21.8 
Annual average revenue per user  $ 248  $ 267  $ 281  $ 292  $ 297  $ 326 
Gross customer retention   92%   92%   92%   92%   92%   92% 
Quarterly revenue (in millions, unaudited)  $ 2.9  $ 3.3  $ 3.8  $ 4.2  $ 4.7  $ 5.3 

Computer Backup       
Number of customers (in thousands)(1)   399   407   414   419   426   431 
Net revenue retention rate   110%   110%   109%   108%   105%   104% 
Annual recurring revenue (in millions)  $ 37.9  $ 38.3  $ 39.7  $ 42.1  $ 42.4  $ 43.0 
Annual average revenue per user  $ 94  $ 94  $ 95  $ 97  $ 99  $ 99 
Gross customer retention   90%   90%   90%   91%   91%   91% 
Quarterly revenue (in millions, unaudited)  $ 9.2  $ 9.6  $ 9.9  $ 10.2  $ 10.4  $ 10.7 

Total Company       
Number of customers (in thousands)   436   448   458   466   476   485 
Net revenue retention rate   116%   116%   116%   114%   111%   110% 
Annual recurring revenue (in millions)  $ 49.7  $ 52.3  $ 55.3  $ 59.2  $ 61.7  $ 64.8 
Annual average revenue per user  $ 112  $ 116  $ 120  $ 124  $ 128  $ 133 
Gross customer retention   90%   90%   90%   90%   91%   91% 
Quarterly revenue (in millions, unaudited)  $ 12.4  $ 13.0  $ 13.8  $ 14.6  $ 15.3  $ 16.2 
 
(1) The number of customers for each of B2 Cloud Storage and Computer Backup solutions include customers that use both our B2 Cloud Storage

and Computer Backup solutions.
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Quarterly Changes in Key Business Metrics

Number of customers, annual recurring revenue, and annual average revenue per user generally increased sequentially in each of the
quarters presented due to the addition of new customers, including customers with larger data storage and backup needs, and a continuing benefit from a
prior Computer Backup price increase initially effected in 2019. Gross customer retention remained essentially flat for each of the quarters presented,
while net revenue retention decreased sequentially for the quarters presented due to existing customers slowing their rate of usage expansion of our
Computer Backup and B2 Cloud Services, which we believe may have been impacted by the COVID-19 pandemic.

Liquidity and Capital Resources

Since inception, we have financed operations primarily through payments received from our customers. As of December 31, 2020 and June
30, 2021, our principal sources of liquidity were cash and cash equivalents of $6.1 million and $1.3 million, respectively.

We believe that our existing cash and cash equivalents, together with cash provided by operations and our revolving credit facility, will be
sufficient to support our working capital and capital expenditure requirements for at least the next 12 months. Our future capital requirements will
depend on many factors, including our revenue growth rate, the timing and the amount of cash received from customers, the expansion of sales and
marketing activities, the timing and extent of spending to support development efforts, the price at which we are able to purchase or lease infrastructure
equipment, the introduction of platform enhancements, and the continuing market adoption of our platform. In the future, we may enter into
arrangements to acquire or invest in complementary businesses, products, and technologies. We may be required or choose to seek additional equity or
debt financing. In the event that we require additional financing, we may not be able to raise such financing on terms acceptable to us or at all. If we are
unable to raise additional capital or generate cash flows necessary to expand our operations and invest in continued innovation, we may not be able to
compete successfully, which would harm our business, results of operations, and financial condition.

In October 2017, we entered into a $15.0 million revolving credit agreement with HomeStreet Bank. Under this agreement, amounts
available to be borrowed are based on the lesser of $15.0 million or our trailing four months’ monthly recurring revenue multiplied by a retention rate as
defined in the agreement. Borrowings are secured by substantially all of our assets, with limited exceptions. During April 2021, we amended our
revolving credit agreement. Under this amendment, among other things, (i) amounts available to be borrowed are based on the lesser of $10.0 million or
our trailing four months monthly recurring revenue multiplied by a retention rate set forth in the amendment and (ii) advances on the line of credit bear
interest payable monthly at the Wall Street Journal prime rate plus 1.00%. As amended, the revolving credit agreement matures in June 2022.

In October 2021, we entered into a revolving credit agreement with City National Bank. Under this agreement, among other things, (i)
amounts available to be borrowed are $9.5 million and (ii) advances on the line of credit bear interest payable monthly at the average SOFR rate plus
2.75%. The revolving credit agreement matures in September 2024. In connection with this agreement, we fully repaid and subsequently terminated our
2017 revolving credit agreement with HomeStreet Bank.

We also have access to additional equipment lease financing capacity through certain lessors. In addition, during March 2021, we entered
into an agreement with a lessor for up to $10.0 million of additional equipment lease financing under similar terms as outstanding leases with the lessor.

In April 2020, we applied for a payroll forgiveness loan and received $2.3 million from the Small Business Administration’s Paycheck
Protection Program (PPP). We submitted our PPP forgiveness application in July 2020, and in June 2021 we received notification from the SBA that our
forgiveness application of the PPP
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loan and accrued interest, totaling $2.3 million, was approved in full, and we had no further obligations related to the PPP loan. Accordingly, we
recorded a gain on the forgiveness of the PPP loan as gain on extinguishment of debt on statement of operations as of June 30, 2021. While we believe
our loan was properly obtained and forgiven, there can be no assurance regarding the outcome of an SBA review. We have not been informed that a
review will occur and we have not accrued any liability associated with the risk of an adverse SBA review.

In August 2021, we issued $10.0 million of convertible notes in a private financing round to continue investing in our growth initiatives and
for general corporate purposes. We also refer to these convertible notes security as a Simple Agreement for Future Equity agreement (SAFE). The
convertible notes are automatically convertible into shares of our Class A common stock upon the completion of this offering (or other liquidity event if
sooner) at a discounted price to the value of our common stock at the time of such event. The discount shall initially be equal to 10% and shall increase
by an additional 10% annually following the effective date of the agreement, subject to a maximum discount of 50%. The discount shall be adjusted pro-
rata on a monthly basis, increasing on the monthly anniversary of the effective date of the agreement. Interest shall accrue at the simple rate of 5% per
annum of the outstanding amount commencing upon the effective date of the agreement and continuing until the outstanding principal amount has been
paid in full or converted. The accrued interest shall be added to the purchased amount upon conversion into equity.

The following table shows a summary of our cash flows for the periods presented:
 

   
For the Year Ended

December 31,    
For the Six Months

Ended June 30,  
   2019    2020    2020    2021  
           (unaudited)  
   (in thousands)    (in thousands)  
Net cash provided by operating activities   $ 13,203   $12,819   $ 6,994   $ 2,583 
Net cash (used in) investing activities    (3,232)    (4,973)    (2,449)    (6,406) 
Net cash (used in) financing activities    (7,733)    (8,748)    (2,175)    (947) 

Operating Activities

Our largest source of operating cash is payments received from our customers. Our primary uses of cash from operating activities are for
personnel-related expenses, sales and marketing expenses, infrastructure expenses, and overhead expenses.

Cash provided by operating activities mainly consists of our net loss adjusted for certain non-cash items, including stock-based
compensation, depreciation, and amortization of property and equipment, amortization of capitalized internal-use software, net, and changes in operating
assets and liabilities during each period.

For the six months ended June 30, 2021, cash provided by operating activities was $2.6 million, which resulted from a net loss of $6.1
million, adjusted for non-cash charges of $8.2 million and net cash inflow of $0.5 million from changes in operating assets and liabilities. Non-cash
charges primarily consisted of $8.0 million for depreciation and amortization expense, $2.3 million for the gain on extinguishment of the PPP loan and
$2.2 million for stock-based compensation expense. The net cash inflow from changes in operating assets and liabilities was primarily the result of a
$0.9 million increase in deferred revenue, which increased due to our growing customer base and timing of collections from our customers. Cash
provided by operations decreased during the six months ended June 30, 2021, as compared to the same period in 2020 primarily due to increased
spending in support of our business growth.

For the six months ended June 30, 2020, cash provided by operating activities was $7.0 million, which resulted from a net loss of $1.3
million, adjusted for non-cash charges of $6.8 million and net cash inflow of $1.5 million from changes in operating assets and liabilities. Non-cash
charges primarily consisted of $5.7 million for depreciation and amortization expense and $0.7 million for stock-based compensation expense. The net
cash
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inflow from changes in operating assets and liabilities was primarily the result of a $1.5 million increase in deferred revenue, which increased due to our
growing customer base and timing of collections from our customers.

For the year ended December 31, 2020, cash provided by operating activities was $12.8 million, which resulted from a net loss of $6.6
million, adjusted for non-cash charges of $15.5 million and a net cash inflow of $3.9 million from changes in operating assets and liabilities. Non-cash
charges primarily consisted of $13.0 million for depreciation and amortization expense and $1.9 million for stock-based compensation expense. The net
cash inflow from changes in operating assets and liabilities was primarily the result of a $2.0 million increase in deferred revenue, which increased due
to our growing customer base and timing of collections from our customers, in addition to a $2.3 million increase in accrued expenses and other current
liabilities, which increased due to timing of payment of our expenses.

For the year ended December 31, 2019, cash provided by operating activities was $13.2 million which resulted from a net loss of
$1.0 million, adjusted for non-cash charges of $10.5 million and net cash inflow of $3.7 million from changes in operating assets and liabilities.
Non-cash charges primarily consisted of $9.3 million for depreciation and amortization expense and $1.4 million for stock-based compensation expense.
The net cash inflow from changes in operating assets and liabilities was primarily the result of a $3.6 million increase in deferred revenue, which
increased due to our growing customer base and timing of collections from our customers.

Investing Activities

Cash used in investing activities during the six months ended June 30, 2021 was $6.4 million, resulting primarily from capital expenditures
of $4.5 million in support of infrastructure deployments to support our growing business, and $1.9 million related to the development of internal-use
software for adding new features and enhanced functionality to our platform.

Cash used in investing activities during the six months ended June 30, 2020 was $2.4 million, resulting primarily from capital expenditures
of $1.2 million in support of our infrastructure deployments to support our growing business, and $1.3 million related to the development of internal-use
software for adding new features and enhanced functionality to our platform.

Cash used in investing activities during the year ended December 31, 2020 was $5.0 million, resulting primarily from capital expenditures
of $2.1 million in support of infrastructure deployments to support our growing business, and $2.9 million related to the development of internal-use
software for adding new features and enhanced functionality to our platform.

Cash used in investing activities during the year ended December 31, 2019 was $3.2 million, resulting primarily from capital expenditures
of $1.6 million in support of our infrastructure deployments to support our growing business, and $2.0 million related to the development of internal-use
software for adding new features and enhanced functionality to our platform.

Financing Activities

Cash used in financing activities for the six months ended June 30, 2021 was $0.9 million. Cash used in financing activities was from
principal payments on our capital lease agreements of $5.7 million related to hard drives and other infrastructure equipment used in our co-location
facilities and $1.8 million related to payments made for offering costs that are deferred, offset by $3.5 million in proceeds received from our credit
facility and $2.9 million in proceeds received from lease financing transactions.

Cash used in financing activities for the six months ended June 30, 2020 was $2.2 million. Cash used in financing activities was from
principal payments on our capital lease agreements of $4.5 million related to hard
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drives and other infrastructure equipment used in our co-location facilities, offset by $2.3 million in proceeds received from the PPP loan.

Cash used in financing activities for the year ended December 31, 2020 was $8.7 million. Cash used in financing activities was from
principal payments on our capital lease agreements of $10.9 million related to hard drives and other infrastructure equipment used in our co-location
facilities, offset by $2.3 million in proceeds received from the PPP loan.

Cash used in financing activities for the year ended December 31, 2019 was $7.7 million. Cash used in financing activities was from
principal payments on our capital lease agreements related to hard drives and other infrastructure equipment used in our co-location facilities.

Contractual Obligations and Commitments

Our commitments are associated with contracts that are enforceable and legally binding and that specify all significant terms, including
fixed or minimum services to be used, fixed, minimum or variable price provisions, and the approximate timing of the actions under the contracts.
Operating lease commitments relate primarily to our rental of office space and co-location facilities. Our capital lease commitments relate primarily to
our infrastructure equipment. Purchase commitments relate mainly to infrastructure agreements and subscription arrangements used to facilitate our
operations.

Off-Balance Sheet Arrangements

We did not have during the periods presented, and we do not currently have, any off-balance sheet financing arrangements or any
relationships with unconsolidated entities or financial partnerships, including entities sometimes referred to as structured finance or special purpose
entities, that were established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow or limited purposes.

Quantitative and Qualitative Disclosure About Market Risk

We are exposed to market risk in the ordinary course of our business. Market risk represents the risk of loss that may impact our financial
position due to adverse changes in financial market prices and rates. Our market risk exposure is primarily the result of fluctuations in interest rates and
foreign currency exchange rates.

Interest Rate Risk

Our exposure to interest rate risk primarily relates to our capital lease arrangements for obtaining hard drives and related equipment for our
data center operations, which may be impacted by interest rate changes. We also earn interest income generated by cash and cash equivalents held at
City National Bank, which is relatively insensitive to interest rate changes. The primary objective of our investment activities is to preserve principal
while maximizing income without significantly increasing risk. We do not believe that an increase or decrease in interest rates of 100 basis points would
have a material effect on our operating results or financial condition.

Our credit facility with City National Bank is at a variable interest rate.

Foreign Currency Exchange Rate Risk

Our sales are currently denominated in the U.S. dollar and we have minimal foreign currency risk related to our revenue. In addition, most
of our operating expenses are denominated in the U.S. dollar, resulting in minimal foreign currency risks. The volatility of exchange rates depends on
many factors that we cannot accurately forecast. In the future, if our international sales increase or more of our expenses are denominated in currencies
other than the U.S. dollar, our operating results may be adversely affected by fluctuations in the
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exchange rates of the currencies in which we do business. At this time we do not, but we may in the future, enter into derivatives or other financial
instruments in an attempt to hedge our foreign currency exchange risk. It is difficult to predict the impact hedging activities could have on our results of
operations.

Critical Accounting Policies and Estimates

Our financial statements and the related notes thereto included elsewhere in this prospectus are prepared in accordance with U.S. GAAP.
The preparation of financial statements also requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue,
costs and expenses, and related disclosures. We base our estimates on historical experience and on various other assumptions that we believe to be
reasonable under the circumstances. Actual results could differ significantly from the estimates made by management. To the extent that there are
differences between our estimates and actual results, our future financial statement presentation, financial condition, results of operations, and cash
flows will be affected.

We believe that the accounting policies described below involve a substantial degree of judgment and complexity. Accordingly, these are the
policies we believe are the most critical to aid in fully understanding and evaluating our financial condition and results of operations. For further
information, see Note 2 to our financial statements included elsewhere in this prospectus.

Revenue Recognition

The Backblaze Storage Cloud provides the core platform for our Backblaze B2 consumption-based offering and our Backblaze Computer
Backup subscription-based offering. We derive our revenue primarily from fees earned from customers accessing these offerings through our platform,
paid monthly in arrears for consumption-based arrangements for Backblaze B2, or charged upfront for subscription-based arrangements for Backblaze
Computer Backup. We provide services to our customers under subscription-based arrangements of one month, one year and two years, which
automatically renew at the end of the respective term.

We also recognize revenue from products offered to our customers for the ability to securely restore data using a USB drive (USB Restore)
and for migrating large data sets to our platform using our proprietary Fireball device. We refer to these products as our Physical Media revenue.
Physical Media revenue was approximately 1% of our revenue for the years ended December 31, 2020 and 2019, and for the six months ended June 30,
2020 and 2021.

Our monthly subscription arrangements do not provide customers with refund rights. One- and two-year subscription arrangements are
eligible for a full refund for up to 30 days after subscribing. For Physical Media revenue, we offer a full refund to our customers restoring data using
USB drives, if the drives are returned to us within 30 days of receipt. We recognize revenue net of our estimate of expected customer cancellations and
returns. These estimates involve inherent uncertainties and use of management’s judgment.

As we provide our offerings as a hosted service, we do not provide customers the contractual right to take possession of the software at any
time, do not incur set up costs, nor charge an installation fee to new customers.

Revenue recognition under ASC 605

We recognize revenue from these transactions when all of the following criteria are satisfied:
 
 •  there is persuasive evidence of an arrangement;
 
 •  the service has been or is being provided to the customer;
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 •  the amount of the fees to be paid by the customer is fixed or determinable; and
 
 •  collectability of the fees is reasonably assured.

Subscription arrangements revenue is recognized on a straight-line basis over the contractual term of the arrangement beginning on the date
that the service is made available to the customer, provided that all other revenue recognition criteria have been met. Revenue from consumption-based
arrangements is recognized as services are delivered, which is also when it is earned.

Revenue recognition under ASC 606

On January 1, 2020, we adopted Accounting Standards Update (ASU) No. 2014-09, Revenue from Contracts with Customers (ASC 606).

We determine revenue recognition in accordance with ASC 606 through the following five steps:

1. Identify the contract with a customer. We consider the terms and conditions of the contracts and our customary business practices in
identifying our contracts under ASC 606. We determine we have a contract with a customer when the contract has been approved by both parties, we
can identify each party’s rights regarding the services to be transferred and the payment terms for the services, we have determined the customer to have
the ability and intent to pay, and the contract has commercial substance. We apply judgment in determining the customer’s ability and intent to pay,
which is based on a variety of factors, including the customer’s payment history; however, as approximately 99% and 98% of our revenue was generated
from customers paying via credit card during the year ended December 31, 2020 and six months ended June 30, 2021 (unaudited), respectively, the risk
of non-payment is reduced.

2. Identify the performance obligations in the contract. Performance obligations promised in a contract are identified based on the services
and products that will be transferred to the customer that are both capable of being distinct and are distinct in the context of the contract. Our contracts
typically contain a single distinct performance obligation representing our Backblaze Storage Cloud platform offerings, which includes Computer
Backup and B2 Cloud Storage services and customer support.

3. Determine the transaction price. The transaction price is determined based on the consideration we expect to receive in exchange for
transferring services to the customer. Variable consideration is included in the transaction price if, in our judgment, it is probable that a significant future
reversal of cumulative revenue recognized under the contract will not occur. Our variable consideration includes consumption-based revenue and
revenue arrangements that offer the right of return. We offer a 30 day right of return for 1 and 2-year subscription based arrangements and record a
refund liability based on historical return data. Certain fees that are considered consideration payable to a customer are accounted for as a reduction of
the transaction price. None of our contracts contain a significant financing component.

4. Allocate the transaction price to performance obligations in the contract. Contracts that contain multiple distinct performance obligations
require an allocation of the transaction price to each performance obligation based on a relative standalone selling price (SSP). We determine the relative
standalone selling price for performance obligations based on the price we sell a good or service for separately.

5. Recognize revenue when or as we satisfy a performance obligation. Revenue is recognized when control of the services is transferred to
the customers, in an amount that reflects the consideration that we expect to receive in exchange for those services. Performance obligations are satisfied
over time as the customer simultaneously receives and consumes the benefits as the entity performs. Revenue is generally recognized over the common
measure of progress (i.e., time-based or consumption-based) for the entire performance obligation. Revenue from subscription-based arrangements is
recognized on a straight-line basis over the contractual term
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beginning on the date that the service commences, as customers are entitled to the same benefits throughout the contractual term. Fees from
consumption-based arrangements are recognized as services are delivered based on the amount of daily storage consumed. Revenue for USB Restore is
recognized as USB devices are delivered to customers, and recognition through our Fireball device rental is time-based.

For revenue generated from arrangements that involve third-parties, we evaluate whether we are the principal or the agent based on
maintaining control over the services being provided and maintaining the relationship with the end-customer. Substantially all of our revenue is reported
on a gross basis, as we are the principal.

Stock-Based Compensation

All stock-based compensation to employees is measured on the grant date based on the fair value of the awards on the date of grant. We
recognize compensation cost for awards on a straight-line basis over the requisite service period, which is generally the four-year vesting period.

If an award contains a provision whereby vesting is accelerated upon a change in control, we recognize stock-based compensation expense
on a straight-line basis, as a change in control is considered to be outside of our control and is not considered probable until it occurs. Forfeitures are
accounted for in the period in which they occur.

We use the Black-Scholes option pricing model to estimate the fair value of our stock options. The Black-Scholes option pricing model
requires the use of complex assumptions, which determine the fair value of stock-based awards.

Our option-pricing model requires the input of subjective assumptions, including the fair value of the underlying common stock, the
expected term of the option, the expected volatility of the price of our common stock, risk-free interest rates, and the expected dividend yield of our
common stock. The assumptions used in our option-pricing model represent our best estimates. These estimates involve inherent uncertainties and the
application of judgment. If factors change and different assumptions are used, our stock-based compensation expense could be materially different in the
future.

These assumptions are estimated as follows:
 

 
•  Fair value of underlying common stock. Because our common stock is not yet publicly traded, we must estimate the fair value of our

common stock. Our Board of Directors considers objective and subjective factors to determine the fair value of our common stock at
each meeting in which equity grants are approved, including corroboration from contemporaneous third-party valuations;

 

 

•  Expected volatility. Expected volatility is a measure of the amount by which the stock price is expected to fluctuate. Since we do not
have sufficient trading history of our common stock, we estimate the expected volatility of our options at the grant date by taking the
average historical volatility of a group of comparable publicly traded companies over a period equal to the expected term of the
options;

 

 

•  Expected term. We determine the expected term based on the average period the options are expected to remain outstanding using the
simplified method, generally calculated as the midpoint of the options’ vesting term and contractual expiration period, as we do not
have sufficient historical information to develop reasonable expectations about future exercise patterns and post-vesting employment
termination behavior;

 
 •  Risk-free rate. We use the U.S. Treasury yield for our risk-free interest rate that corresponds with the expected term; and
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 •  Expected dividend yield. We utilize a dividend yield of zero, as we do not currently issue dividends, nor do we expect to do so in the
foreseeable future.

We will continue to use judgment in evaluating the assumptions related to our stock-based compensation on a prospective basis. As we
continue to accumulate additional data related to our common stock, we may have refinements to our estimates, which could materially impact our
future stock-based compensation expense. The intrinsic value of all outstanding options as of June 30, 2021 was approximately $171.7 million, based on
an assumed initial public offering price of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover of this prospectus,
of which approximately $106.9 million is related to vested options and approximately $64.9 million is related to unvested options.

Common Stock Valuations

The fair value of the common stock underlying our stock-based awards has historically been determined by our Board of Directors, with
input from management and corroboration from contemporaneous third-party valuations. We believe that our Board of Directors has the relevant
experience and expertise to determine the fair value of our common stock. Given the absence of a public trading market of our common stock, and in
accordance with the American Institute of Certified Public Accountants Practice Aid, Valuation of Privately-Held Company Equity Securities Issued as
Compensation, our Board of Directors exercised reasonable judgment and considered objective and subjective factors to determine the best estimate of
the fair value of our common stock at each grant date.

In valuing our common stock, the fair value of our business was determined through third-party valuations using various valuation methods,
including combinations of income and market approaches with input from management. The income approach estimates value based on the expectation
of future cash flows that a company will generate. These future cash flows are discounted to their present values using a discount rate that is derived
from an analysis of the cost of capital of comparable publicly traded companies in our industry or similar business operations as of each valuation date
and is adjusted to reflect the risks inherent in our cash flows. The market approach estimates value based on a comparison of the subject company to
comparable public companies in a similar line of business. From the comparable companies, a representative market value multiple is determined and
then applied to the subject company’s financial forecasts to estimate the value of the subject company.

Application of these approaches and methodologies involves the use of estimates, judgments, and assumptions that are highly complex and
subjective, such as those regarding our expected future revenue, expenses, and future cash flows, discount rates, market multiples, the selection of
comparable public companies, and the probability of and timing associated with possible future events. Changes in any or all of these estimates and
assumptions or the relationships between those assumptions impact our valuations as of each valuation date and may have a material impact on the
valuation of our common stock.

For valuations after the closing of this offering, our Board of Directors will determine the fair value of each share of underlying common
stock based on the closing price of our common stock as reported on the date of grant. Future expense amounts for any particular period could be
affected by changes in our assumptions or market conditions.

Capitalized Internal-use Software, Net

We capitalize qualifying software development costs related to new features and enhancements to the functionality of our platform and
related products. The costs consist of personnel costs (including related benefits and stock-based compensation) that are incurred during the application
development stage. Capitalization of costs begins when two criteria are met: (i) the preliminary project stage is completed, and (ii) it is probable that the
software will be completed and used for its intended function. Capitalization ceases when the software is
 

90



Table of Contents

substantially complete and ready for its intended use, including the completion of all significant testing. Costs related to preliminary project activities
and post-implementation operating activities are expensed as incurred.

We review capitalization criteria for each project individually. Capitalized costs are amortized over the estimated useful life of the software,
which is five years, on a straight-line basis, which represents the manner in which the expected benefit will be derived. We determine the useful lives of
identifiable project assets after considering the specific facts and circumstances related to each project. The amortization of costs related to the platform
applications is included in cost of revenue in the statement of operations.

Significant judgments related to the capitalization of internal use software costs include determining whether it is probable that projects will
result in new or additional functionality, concluding on when the application development phase starts and ends, and estimating which costs, especially
employee compensation costs, should be capitalized.

Recently Adopted Accounting Pronouncements

See the sections titled “Basis of Presentation and Summary of Significant Accounting Policies—Accounting Pronouncements Recently
Adopted” and “Basis of Presentation and Summary of Significant Accounting Policies—Accounting Pronouncements Not Yet Adopted” in Note 2 to
our financial statements included elsewhere in this prospectus for more information.

JOBS Act Accounting Election

We are an emerging growth company, as defined in the Jumpstart Our Business Startups (JOBS) Act. For so long as we continue to be an
emerging growth company, we may take advantage of certain exemptions from various reporting requirements that are applicable to other public
companies that are not emerging growth companies including, but not limited to, not being required to comply with the auditor attestation requirements
of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive compensation in our periodic reports and proxy
statements, and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation. The JOBS Act also provides that
an emerging growth company can take advantage of an extended transition period for complying with new or revised accounting standards applicable to
public companies. This provision allows an emerging growth company to delay the adoption of some accounting standards unless and until those
standards would otherwise apply to private companies. We have elected to use the extended transition period under the JOBS Act for the adoption of
accounting standards until the earlier of the date we (i) are no longer an emerging growth company or (ii) affirmatively and irrevocably opt out of the
extended transition period provided in the JOBS Act. As a result, our financial statements may not be comparable to companies that comply with new or
revised accounting pronouncements as of public company effective dates.
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BUSINESS

Our Mission

Data is the digital world’s most precious resource.
Our mission is to make storing, using, and protecting that data astonishingly easy.

Company Overview

We are a leading storage cloud platform, providing businesses and consumers cloud services to store, use, and protect their data in an easy
and affordable manner. We provide these cloud services through a purpose-built, web-scale software infrastructure built on commodity hardware. From
genome sequencing to mapping the world, from saving lives to playing online games, from interacting with a business to running one, data is central to
modern existence. By substantially reducing the complexity and frustration of storing, using, and protecting data, we empower customers to focus on
their core business operations. Through our blog and culture of transparency, we have built a devoted community of millions of readers and brand
advocates. Referrals from our community of brand advocates, combined with our highly efficient and primarily self-serve customer acquisition model
and an ecosystem of thousands of partners, have allowed us to attract over 480,000 customers as of June 30, 2021. These customers use the Backblaze
Storage Cloud platform across more than 175 countries to grow and protect their business data on our approximately 2 exabytes, or 2 trillion megabytes,
of data storage under management. As businesses and consumers shift to the cloud, we believe our cloud services will increasingly become a
foundational element of their overall technology stack.

At its founding, Backblaze set out to simplify the process of storing, using, and protecting data. Over the following years we focused
relentlessly on cutting away the complexity common among diversified cloud vendors’ services and legacy on-premises system vendors. Today, our
solutions are differentiated by their ease of use and affordability. Focusing on storage use cases and promoting an open ecosystem allows us to integrate
well with a broad range of partners. From our straightforward pricing model, to our transparent communication with customers, to the popular and
insightful content on our blog—we have established ourselves as an open and trusted provider and partner.

The Backblaze Storage Cloud organizes, safeguards, and keeps over 500 billion files available on demand and is designed to store trillions
more in the future. Through our purpose-built software, we provide a platform that is durable, scalable, performant, and secure. This software manages
our global physical infrastructure of nearly 200,000 hard drives and one terabit per second (one million megabits) of network capacity across 5 data
centers that are interconnected by private network infrastructure. Our scale, along with our efficiency and expertise developed over years of growing the
Backblaze Storage Cloud, provide a robust platform and significant barriers to entry. Our two cloud services that we offer on our Storage Cloud are:
 

 

•  Backblaze B2 Cloud Storage: Enables customers to store data, developers to build applications, and partners to expand their use cases.
The amount of data stored in this cloud service can scale up and down as needed on a pay-as-you-go basis. This service is offered as
consumption-based Infrastructure-as-a-Service (IaaS) and serves use cases including backups, multi-cloud, application development,
and ransomware protection.

 

 

•  Backblaze Computer Backup: Automatically backs up data from laptops and desktops for businesses and individuals. This cloud
backup service offers easily understood flat-rate pricing to continuously back up a virtually unlimited amount of data. This service is
offered as a subscription-based Software-as-a-Service (SaaS) and serves use cases including computer backup, ransomware
protection, theft and loss protection, and remote access.

Public cloud adoption has been rapid and transformational for a wide range of companies. However, the market is demanding alternatives to
the traditional, diversified public cloud vendors for multiple reasons. These
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public cloud vendors have increasingly focused on the largest enterprises, resulting in significant complexity in their products and pricing that leaves
behind mid-market businesses. Due to their walled-garden approach, these public cloud vendors have made it expensive for customers to use their data
in multi-cloud and hybrid cloud deployments and with other independent cloud platforms. Additionally, such diversified public cloud vendors
increasingly compete with their customers and partners in an ever-widening range of industries.

Backblaze, on the other hand, is designed to fulfill major unmet market needs, particularly among mid-market businesses, by providing
straightforward cloud storage offerings with easy-to-understand and affordable pricing from a trusted and independent provider.

Our solutions are designed for individuals and businesses of all sizes and across all industries but have a particularly strong appeal to
mid-market organizations (which we define as organizations with 10 to 999 employees) due to their desire for easy-to-use and cost-effective solutions.
We serve both the Public Cloud IaaS Storage market and Data-Protection-as-a-Service market (DPaaS). According to forecasts from International Data
Corporation (IDC), the worldwide market for Public Cloud IaaS Storage is $27.6 billion in 2020 and is expected to grow to $91.0 billion by 2025.
Additionally, according to IDC, the worldwide market for DPaaS is $7.7 billion in 2020 and expected to grow to $18.4 billion by 2025. Based on our
analysis of IDC data, we believe the Backblaze opportunity in the mid-market alone for Public Cloud IaaS is expected to grow to $54.6 billion by 2025,
representing a CAGR of 27%, and for DPaaS to $11.0 billion by 2025, representing a CAGR of 19%.

We have a highly efficient go-to-market model that is built on a self-serve selling motion. Prospective customers find us through a variety of
channels including our website, partners, and brand advocates. We have fostered deep community engagement with valuable content we share on our
blog—in 2020 alone, more than 3 million readers consumed content that we shared there. Our content encourages organic, inbound traffic that we
believe serves as our greatest source of advocates and referrals. Our frictionless free trial and self-serve sign-up processes help convert our blog readers
and referrals from our brand advocates into customers, with over 80% of our revenue in 2020 coming from self-serve customers. In addition to
generating customers, a community of thousands of partners has arisen as a result of our efforts. Our developer, alliance, and managed service provider
(MSP) partners expand use cases and attract customers, thereby increasing usage of our Storage Cloud and helping to drive revenue growth. New
customers and partners ultimately lead to more insight, content, and community engagement, which creates a positive feedback loop that drives
additional customers and partners. In addition to our self-serve selling motion, in recent years we have begun to invest in a sales-assisted selling motion
to identify opportunities to increase business with existing customers and to assist larger customers in adopting our services. Our sales-assisted selling
motion has experienced substantial growth and helps customers that, in 2020, were approximately 20 times larger in terms of average revenue per
customer than our self-serve customers. These efficient and effective go-to-market motions have helped us grow rapidly.

Substantially all of our revenue is recurring in nature. We employ a land-and-expand model that drives additional revenue from existing
customers. As customers generate, store, and back up more data, their use of our platform increases, creating natural opportunities for revenue
expansion. We are able to further expand our relationships with our customers when they adopt new features and use cases that lead to increased usage
of our platform. Our land-and-expand strategy is evidenced by our overall net revenue retention rate of 113% and 114% as of December 31, 2019 and
2020, respectively.

Our B2 Cloud Storage revenue grew by 66% during the year ended December 31, 2020 and our Computer Backup cloud service revenue
grew by 23% during the year ended December 31, 2020. We also have recently launched offerings such as Extended Version History, multi-region
selection, and our new ransomware protection functionality, Object Lock. By expanding our offerings, we are able to further expand our revenue and
market opportunity. Our operations have historically been efficient with limited outside investment. Prior to issuing $10.0 million of convertible notes
(which we also refer to as a Simple Agreement for Future Equity agreement (SAFE)) in a private financing round August 2021, we had raised less than
$3.0 million in outside equity since our founding in 2007. This has helped create a culture based on operational efficiency, creativity,
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and collaborative problem solving. This culture, combined with the software and infrastructure we have scaled, refined, and enhanced over a decade, our
innovation roadmap, our efficient go-to-market, large community of brand advocates, and position as an independent cloud platform, is what enables us
—now and in the future—to succeed. This is evident in the significant growth we have achieved in recent periods. In the years ended December 31,
2019 and 2020, our revenue was $40.7 million, $53.8 million, respectively, representing growth of 32%. We incurred net losses of $1.0 million and
$6.6 million for the years ended December 31, 2019 and 2020, respectively. As of June 30, 2021, our annual recurring revenue (as defined below) was
$64.8 million and we incurred net losses of $6.1 million for the six months ended June 30, 2021. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Key Business Metrics—Annual Recurring Revenue” for more information on annual recurring revenue.

Industry Background

We believe data is an increasingly critical part of the global economy. The fundamental shift in how data is created and consumed is fueling
the growth and evolution of storage:
 

 

•  Data storage growth is rapidly expanding to enable our digital universe. Organizations ranging from large companies to small
enterprises, startups, municipalities, and educational institutions are digitally transforming and must evolve to effectively compete, or
risk becoming irrelevant to customers and being left behind by the market. From gaming to social media to streaming video, entire
industries are being built around data. Modern advancements across a range of industries drive data creation and consumption from
applications such as artificial intelligence and machine learning. Additionally, increasing regulatory and compliance requirements are
also driving retention requirements. As a result, it is a business imperative for companies to retain significantly more data and keep it
much longer.

 

 

•  Data is migrating to the cloud. Historically, data was managed on-premises using legacy storage systems. Organizations are
increasingly migrating to the cloud to capitalize on improved flexibility, agility, and scalability, and much of their stored data is
moving along with them. IDC estimates that approximately only 4% of global data was stored in public cloud environments in 2010
compared to a projected 53% in 2024.

 

 

•  Companies are choosing multi-cloud solutions and demanding alternatives to the diversified cloud vendors. Multi-cloud
deployments are becoming more commonplace as companies seek to avoid vendor lock-in, minimize latency, and provide redundancy
for their mission critical data. According to Frost & Sullivan’s 2020 Global Cloud User Survey, 43% of respondents indicated current
adoption of multi-cloud in 2020 and 84% of respondents indicated planned adoption of multi-cloud in 2022.

 

 

•  Non-specialists are making purchasing decisions and driving demand for easy, self-serve solutions. Today, IT generalists who are
responsible for broad areas of technology, along with other professionals—including cinematographers, DNA scientists, and software
developers—and a multitude of roles within an organization that have traditionally not had deep storage expertise can be the
purchasing decision makers. These decision makers desire self-serve solutions that work easily and address their needs.

 

 

•  Developers are a driving force for digital transformation and technology selection. Developers and the applications they create are
at the forefront of digital transformation, often guiding business strategy for organizations. As a result, developers are able to
influence what technologies, platforms, and solutions are adopted by the broader organization, often seeking platform features such as
self-serve, immediacy, and efficiency. Developer-focused, independent cloud platforms that provide services like payment processing,
communications, compute, edge distribution, and more
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 have generated billions in revenue by serving these customers. Vendors looking to capture a critical mass of developer mindshare are
increasingly shaping their products and solutions to serve these preferences.

 

 

•  Cybersecurity threats, such as ransomware, are costly and on the rise. The frequency and impact of cybersecurity threats continues
to grow, and the cost of these attacks is increasing. Cybersecurity Ventures estimates that the global cost of ransomware attacks alone
will reach $20 billion in 2021, a significant increase compared to estimated damages of $11.5 billion and $8 billion in 2019 and 2018,
respectively. Ransomware targets victims by encrypting their files and demanding payment for access to the decryption key.
According to the Threat Landscape Report in 2020 by Bitdefender, the total number of global ransomware reports increased by 715%
year over year in the first half of 2020.

Limitations of Existing Solutions

The explosion of data and the complexity of how businesses and individuals interact with it has made handling data storage needs difficult
and expensive, particularly for mid-market companies.

Limitations of Diversified Cloud Vendors

Organizations undergoing digital transformation or growing digital-native businesses are increasingly considering diversified cloud vendors
to address the limitations of current solutions. However, with diversified cloud vendors, much of the benefit of the public cloud remains out of reach
because those solutions are:
 

 

•  Focused largely on serving the enterprise sector. Diversified cloud vendors optimize for large multinational enterprises with
significant IT resources and expansive, complex use cases. According to Flexera’s 2020 State of Cloud survey, businesses with fewer
than 1,000 employees have substantially lower cloud bills and IT spend, and on average 56% of these businesses are spending less
than $600,000 annually compared with only 12% of enterprises. The financial opportunity that enterprise customers represent
influences the product roadmap and engineering focus of diversified cloud vendors, resulting in solutions that are not optimal for
mid-market businesses. Additionally, these providers typically lack sales motions and support resources that are focused on
non-enterprise organizations.

 

 

•  Closed ecosystems that limit customer choice and promote vendor lock-in. Existing diversified cloud vendors promote policies and
impose fees that lock customers into a provider’s infrastructure, add-on services, and pricing models. Their proprietary standards
inhibit interoperability and portability of applications from vendor to vendor. High egress fees cause significant budget strain, often
blocking businesses and customers from finding more suitable solutions or using multi-cloud infrastructures, and thereby hampering
their innovation and long-term growth.

 

 

•  Complicated, creating barriers to adoption. Diversified cloud vendors typically have over 100 different services, with multiple
subsets of each, and a plethora of miscellaneous features that cause complexity and choice overload, often necessitating consultants to
help facilitate customers’ decisions. These issues result in mid-market customers being unable to fully take advantage of the benefits
of the cloud.

 

 

•  Expensive with opaque pricing models. Diversified cloud vendors have complicated pricing models with hidden and add-on fees,
making it difficult for organizations to understand what they are paying for. The pricing of existing cloud storage solutions can vary in
terms of storage minimums, tiers, egress fees, geography, and more. A new variety of business consultancy has developed just to
decipher and optimize invoices from diversified cloud vendors. Often, these
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 charges impose a larger than anticipated financial burden on customers. Customers who expect cost savings using the cloud can get
locked in, surprised by unexpected bills, and may be forced to make painful internal budgetary decisions as a result.

 

 

•  Forcing trade-offs between making data available and affordable. Existing public cloud solutions require organizations to assess
what data they need to keep, and how they will use it. Customers must choose between prioritizing their data into expensive tiers to
keep it readily available or archiving their data in cold tiers, which are storage solutions that feature long retrieval times and high
egress fees. As a result, organizations must weigh the trade-off between availability and cost, limiting the organization’s ability to use
data to its full potential.

Limitations of Legacy On-Premises Solutions

Some organizations use legacy on-premises storage solutions for data management, but these solutions are ill-suited to modern data needs
because of:
 

 

•  Burdensome set up and ongoing management: Setting up on-premises environments requires the commitment of data center space,
selection and installation of various types of equipment, and hiring dedicated personnel with specialized skill sets. To maintain these
environments, organizations need sufficient resources as well as staff who continually work to attempt to minimize downtime, secure
data access, and ensure data availability and durability.

 

 

•  Challenging forecasting which inhibits scaling: Businesses have to ensure the correct amount of storage is available when needed for
on-premises IT environments. Forecasting this amount is difficult, and businesses constantly need to balance excess storage capacity
with underutilized and idle storage resources. Purchasing too much storage is inefficient and wasteful while the lack of excess
capacity may create conflicts between data retention and other business needs. Ultimately, businesses can find it difficult to strike the
right balance, resulting in operational challenges and an inability to effectively scale.

 

 

•  High total cost of ownership: On-premises storage systems require significant capital expenditures and often necessitate upfront
financing for purchase. These storage systems also require frequent maintenance and hardware upgrades, particularly as equipment
ages. In addition, other costs including ongoing personnel, end of life disposals, unexpected equipment failures, and potential
consulting fees, combine to make on premises solutions heavy burdens on mid-market businesses.

Key Benefits for Customers

Our Storage Cloud provides customers with the following key benefits:
 

 

•  Foundational storage platform at web scale. Our Storage Cloud serves as a foundational element of their overall technology stack,
delivering storage on-demand at web scale, thus freeing the customer from the need to manage storage themselves. Our Storage Cloud
architecture is unconstrained by number of files, file sizes, geography, and speed, providing customers with virtually unlimited storage
that is durable, available, and secure.

 

 
•  Enables customers to readily use their data. Backblaze makes all data available and easily portable. With no cold tiers, customers can

access any piece of data directly. Further, by connecting with other leading cloud providers, Backblaze makes it easy and free to build
applications on an open ecosystem and support multi-cloud deployments.

 
 •  Easy and intuitive for everyone. Businesses and consumers desire streamlined and easy-to-use solutions. Our Storage Cloud provides

customers the ability to leverage the benefits of the public
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cloud without its challenges. Based on our analysis of market research, we believe our customers could experience significant time
savings by using our B2 Cloud Storage solution for managing periodic cloud operations, including managing users, data tiers and
billing, compared to other cloud service providers. From our free trial to our self-serve sign up to our intuitive use cases, every step of
onboarding and ongoing usage is optimized for ease of use and customer efficiency.

 

 
•  Flexible with ability to right-size usage. If a customer’s data needs rapidly increase, that customer can simply store more data or

reduce storage use if no longer needed. This eliminates the concern about underutilized resources or wasted spend. Additionally,
customers only need to pay for what they use and do not need to commit to a minimum storage size or duration.

 

 

•  Affordable with increased ROI. We were founded on principles of cost efficiency and delivering the most value for our customers.
These principles drove our platform development, which resulted in a cost-optimized design. We have passed these cost-optimizations
on to our customers to enable them to store and serve data at a fraction of the list price of diversified cloud vendors, providing
increased ROI from day one.

 

 
•  Businesses and consumers do not need to choose between availability and cost. Customers can easily store all their data on our

Storage Cloud, enabling it to be both available and affordable at the same time. They no longer need to predetermine what data is
worth keeping immediately available versus archiving, and thereby what requires a higher tier and price of service.

 

 
•  Transparent and predictable. We pride ourselves on being transparent with customers and providing straightforward, simple pricing.

Customers either pay only for the data they store or a fixed rate for backup services. We make our service provisions clear with no
complicated or hidden fees.

Competitive Strengths

Our competitive strengths include:
 

 

•  Robust technology platform and rapid innovation. Our differentiated technology platform provides durable, available, scalable,
performant storage at web scale, all while maximizing cost efficiency. We believe that the scale of our platform and the intellectual
property we have gained through developing it—including our software layer, fine-tuned over a decade of managing the complexity of
data storage; the experience from running the massive infrastructure that software operates; and the learnings gained from supporting
over 480,000 customers—provides a significant competitive moat. We also have a successful track record of launching new features
and capabilities for our products, and we expect to continue doing so in the future. Recent examples of our innovation include the
Backblaze S3 Compatible API, regional choice, Cross Origin Resource Sharing, Extended Version History, and our new ransomware
protection functionality, Object Lock. We believe our innovation will help us continue to capture and expand our estimated total
addressable market.

 

 
•  Purpose-built for cloud storage. We are a pure-play storage provider and our engineering decisions are optimized for data storage use

cases. Specializing in one area of the cloud computing stack enables us to develop targeted solutions for the most critical storage
needs of our customers. The result is easy, affordable, and predictable data storage and access.

 

 

•  Attractive ecosystem partner with best-of-breed cloud platforms. Our position as a storage provider purpose built for web scale, with
interoperability and an open ecosystem in mind, creates natural partnership opportunities with other independent cloud platforms. For
these partners, we are an attractive provider of storage for both our quality of service and our neutrality—as compared to diversified
cloud vendors who provide competing cloud service offerings. This ecosystem of
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integrated partnerships provides customers the flexibility to choose the best combination of solutions and create the optimal
technology stack for their needs. As the partner ecosystem expands, it provides for compounding revenue growth opportunities: each
partner brings additional customers, each of these customers brings additional data, and each customer can adopt additional services.

 

 

•  Customer acquisition propelled by community-driven inbound marketing. Our content marketing engine—driven by our blog, which
was visited by more than 3 million readers in 2020 alone—propels our highly efficient customer acquisition. We use public relations
and social media to drive deeper engagement, and our free-to-test approach and self-serve sign-up process ease conversions from this
audience. Customers often reference our content as their first point of interaction with Backblaze, and as a reason they choose our
cloud services. We believe such a large, engaged audience and the trust we have developed organically with them over 14 years of
sharing valuable, unique content, would be difficult for any competitor to replicate. We believe the audience our content engine
generates serves as our greatest source of advocates, referrals, new customers, and partners. These new customers and partners
ultimately lead to more insight, content, and community engagement, which perpetuate a powerful positive feedback loop that drives
additional customers and partners, as illustrated in the image below.

 

 

 

•  Frictionless go-to-market model. We believe our large inbound marketing footprint, easy and intuitive onboarding process, expansive
partner ecosystem, and land-and-expand model create a differentiated and powerful go-to-market approach. Customers can quickly
test and sign up for our solutions through a self-serve process, which led to over 80% of our revenue in 2020. Our partner ecosystem
enables us to provide joint solutions for customers and to collaborate on go-to-market activities, thereby expanding our reach. After
signing up for our products, customers increasingly rely on the platform, generating, storing, and backing up more data, creating
natural opportunities for revenue expansion. The combination of these approaches makes this model extremely efficient.

 

 

•  Developer-friendly, interoperable platform. Our API-driven platform was built by developers for developers. We create a strong
community among developers through our valuable, relevant blog content. With our free-to-test approach and self-serve sign up
process, developers can get started quickly. Our native and S3 compatible API, SDKs, and command line interface (CLI) enable
developers to easily integrate Backblaze B2 into their applications. And, our interoperability with other leading developer-focused
cloud platforms allow developers to build on a best-of-breed technology stack without having to choose between access and
affordability.

 
98



Table of Contents

 

•  Efficiently serve the mid-market. By focusing on ease of use and common use cases, we offer solutions with great appeal to
mid-market organizations. Historically, this market has been underserved and overlooked by incumbents who have not devoted
meaningful attention to the problems that mid-market organizations face. Our frictionless go-to-market approach as well as our high-
efficiency sales and support models offer a highly compelling solution that positions us to attract, win, and serve mid-market
customers at scale.

 

 

•  Highly performant with a low total cost of ownership. Due to our purpose-built architecture, we provide solutions that are both
highly performant and have a low total cost of ownership. Our solutions provide speed, durability, high availability, and scalability, at
an affordable price. We also partner with other leading cloud platforms to reduce or eliminate data transfer fees between our platforms,
thereby providing further cost efficiency for customers.

 

 

•  Strong company culture drives performance and results. Our culture is a cornerstone of our company and provides a unique,
enduring competitive advantage. Transparency, collaboration, operational efficiency, and striving to do the right thing have guided us
from day one and built a team of caring individuals united in working toward a common goal. As evidenced by our Glassdoor 4.9/5.0
rating, 100% CEO Approval, and 100% Recommend to a Friend ratings as of December 31, 2020, we have a strongly aligned and
engaged workforce with little employee turnover and long tenure.

 

 

•  In trusted and neutral hands. With approximately 2 exabytes of data storage under management and a 14-year track record, our
Storage Cloud has been proven over time and significant use to be a trusted solution for customers. Unlike diversified cloud vendors,
as an independent storage cloud platform, we align with the interests of our customers and partners. We do not aim to compete with
our customers and we do not sell their data. Our long track record and independence, combined with our desire to do business and
communicate in an open, transparent manner helps us succeed with our customers and partners.

Partner Ecosystem

Our ecosystem of partners—including developer partners, alliance partners, and MSPs—helps us expand our platform in existing and new
markets. Our partners leverage our cloud services to provide storage solutions to their customers or our mutual customers and in turn, we are able to
expand our use cases and overall reach.
 

 

•  Developer partners. Our platform, alongside the platforms of our developer partners, enables software developers to efficiently build
their applications. By providing complementary, non-competitive products with our partners—who offer services such as edge
compute, networking, or content delivery—we are able to frequently pursue co-marketing and co-selling opportunities. Our developer
customers gain the benefits of using independent, specialized platforms with the seamlessness of a single solution. The following
profiles provide examples of how we work together with our developer partners:

Cloudflare: Provides developers with a world-wide content delivery network and edge IT security to scale applications
globally, serving data from 200 cities in over 100 countries.

Customers use Backblaze B2 Cloud Storage as their origin store—the primary storage for assets that Cloudflare can then serve
to users over their edge network. As founding members of the Bandwidth Alliance—a group of cloud and networking
companies that discount or waive data transfer fees for shared customers—Cloudflare and Backblaze offer developers free data
egress between the two services, providing a joint solution with no vendor lock-in and favorable economics.
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Fastly: An edge cloud platform that offers developers speed, security, and reliability in delivering content by processing and
serving their applications at the edge, as close to end-users as possible.

Developer customers pair Backblaze B2 Cloud Storage with Fastly’s edge computing services, using our platform as an origin
store for content. The partnership offers developers freedom from egress fees and vendor lock-in, allowing greater investment in
innovation and freedom to experiment with other cloud services as they scale and grow.

Equinix Metal: Provides bare metal servers available on demand, offering high performance and affordable compute services
in a matter of minutes.

By connecting Backblaze B2 Cloud Storage directly to the bare metal servers that Equinix provides, customers can utilize the
compute functionality Equinix offers while attaining the advantages of B2 Cloud Storage’s ease and affordability.

 

 

•  Alliance partners. We are well positioned for partners whose products require storage to serve their customers. Partners providing
software, hardware, and SaaS services to perform backups, synchronize data, manage media, and address other use cases either select
our Storage Cloud for the underlying data storage, or offer it as a choice to their customers. Together with these alliance partners, we
are able to provide comprehensive, integrated solutions to our joint customers, and also engage in co-marketing and co-selling
opportunities. The following profiles provide examples of how we work together with our alliance partners:

Veeam: Provides backup, disaster recovery, and data management services for more than 400,000 customers’ virtual, physical,
and multi-cloud infrastructures.

Backblaze B2 Cloud Storage can be designated within Veeam’s user interface as a backup tier destination for customers seeking
external storage qualified as Veeam Ready Object with Immutability—all in support of Veeam users’ 3-2-1 backup strategies
and ransomware mitigation plans. Backblaze and Veeam announced the immutability qualification in October 2020.

QNAP: Designs and delivers solutions for many use cases where local storage is needed.

Backblaze B2 Cloud Storage is seamlessly integrated within QNAP’s user interface, where customers can enable a wide variety
of applications and workflows to safeguard data, collaborate in office or across offices, and share data remotely. Using
Backblaze B2 Cloud Storage, customers can quickly back up workstations to their network attached storage (NAS) and
Backblaze, and replicate and sync users’ data across locations and to the cloud.

 

 

•  Managed service providers (MSP). Our platform enables MSP partners to store data for backups, archives, hybrid cloud setups,
ransomware protection, and otherwise manage their clients’ data. MSPs provide critical IT solutions for mid-market organizations
who often lack the resources to do so themselves. These providers are drawn to our solutions due to our support of the breadth of their
offerings, competitive pricing which helps MSPs with their own margin profile, and ease of use. In turn, we believe the MSP channel
provides a significant opportunity for Backblaze to expand its reach and properly address the needs of the large and fragmented
mid-market. The following profiles provide examples of how we work together with our MSP partners:

DTC: Offers centralized IT services to dental and doctor’s offices throughout the mid-Atlantic region.
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Backblaze’s cloud data transfer service empowered DTC to move nearly 500 terabytes to Backblaze B2 Cloud Storage. They
needed reliable object storage to work seamlessly with their newly deployed MSP360 backup management software to keep
data for their more than 450 clients safe. They tested several storage providers, only to be frustrated with complex interfaces,
increasing costs, and backup failures, before turning to Backblaze B2 Cloud Storage based on its reputation of reliability and
transparency.

Continuity Centers: Provides business continuity and disaster recovery as a service (DRaaS).

With ransomware on the rise, Continuity Centers wanted to offer their customers data immutability—the most effective
ransomware protection for data backups. After learning that Backblaze announced support for immutability with Object Lock,
Continuity Centers configured our platform in less than an hour, and were sending customer backup data flagged with
immutability to Backblaze B2 Cloud Storage shortly afterward. They can now, at no additional cost to their customers, offer
enhanced data protection from ransomware.

Our Market Opportunity

We have built a storage cloud that businesses, consumers, and partners globally rely on to store, use, and protect their data. With ongoing
prioritization of digital transformation initiatives, growing emphasis on cloud adoption and the proliferation of data, Backblaze operates at the center of
significant trends that propel our large and growing market opportunity forward. The markets addressed by our platform include Public Cloud
Infrastructure-as-a-Service (IaaS) storage as well as Data-Protection-as-a-Service (DPaaS). According to IDC, the worldwide public cloud services
Infrastructure as a Service (IaaS) market grew 33.8% year-over-year in 2020. According to IDC forecasts, the worldwide market for Public Cloud IaaS
Storage is $27.6 billion in 2020 and is expected to grow to $91.0 billion by 2025, representing a CAGR of 27%. Additionally, according to IDC, the
worldwide market for DPaaS is $7.7 billion in 2020 and expected to grow to $18.4 billion by 2025, representing a CAGR of 19%.

While the Backblaze Storage Cloud can scale to any size organization, our efficient go-to-market and focus on ease of use are particularly
suited to selling to and serving the needs of mid-market businesses (defined as businesses and organizations with 10 to 999 employees). According to
our analysis of IDC data, mid-market businesses are expected to represent approximately 60% of worldwide IaaS spending throughout the forecast
period (2021 to 2024). We believe this ratio serves as a good proxy for spending across both markets. Applying this ratio to the Public Cloud IaaS
Storage market yields a mid-market opportunity of $16.6 billion in 2020, growing to $54.6 billion in 2025, representing a CAGR of 27%. Applying the
same ratio to the DPaaS market yields a mid-market opportunity of $4.6 billion in 2020, growing to $11.0 billion by 2025, representing a CAGR of
19%.

Our Growth Strategies

Key elements of our growth strategy include:
 

 

•  Accelerate customer acquisition. A key component of our growth has been fueled by our content engine, free-to-test approach, and
self-serve sign-up process. We are accelerating our customer acquisition through increased investments in content creation, thought
leadership, social media engagement, search engine optimization, and public relations campaigns with the goal of growing our
community and attracting new visitors. We plan to continue to invest in the optimization of our self-serve sign-up and frictionless
on-boarding process, which help drive sales conversions from the content engine in a seamless and efficient manner. Additionally, in
recent years we have begun to invest in a sales-assisted selling motion to identify opportunities to increase business with existing
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customers and to assist larger customers in adopting our services. Our sales-assisted selling motion has experienced substantial growth
and helps customers that are approximately 20 times larger in terms of average revenue per customer than our self-serve customers.
These efficient and effective go-to-market motions have helped us grow rapidly.

 

 

•  Increase revenue from existing customers. Our customer base of over 480,000 presents us with many opportunities for further sales
expansion. We are investing in increasing revenue from customers by developing additional features and use cases, expanding our
Customer Success initiatives, and empowering natural customer data growth. For example, a customer may start by using our
Computer Backup cloud service for a few laptops, add B2 Cloud Storage for additional business use cases, and select various features
and services for additional fees, such as Extended Version History, multi-region selection, or Snapshots. By investing in upsell and
nurture capabilities of our self-serve selling motion and growing our sales-assisted Customer Success initiatives, we can help current
customers avail themselves of these and the other benefits of our platform, leading to increased adoption. As these customers continue
to generate, store, and back up data, their use of our platform increases, creating natural opportunities for revenue expansion. As a
result of our efforts to-date, as of June 30, 2021, our revenue per customer has grown 45% since the first quarter of 2019. This revenue
expansion potential and the inherent stickiness of our platform is also evidenced by our overall net revenue retention rate of 114% as
of December 31, 2020.

 

 

•  Develop new solutions and use cases. We are focused on developing new solutions and features to deliver additional capabilities to
our customers. For example, in 2019, we developed new upsell offerings such as Extended Version History, which allows customers to
retain all versions of their data over time for an additional fee. In 2020, we introduced the S3 Compatible API, which opened the
Backblaze platform to a broader ecosystem of integrations, partners, and uses, and we also launched Object Lock, which offers added
protection against some of the most sophisticated ransomware attacks being carried out today. We believe investments such as these
will enable new growth opportunities by meaningfully increasing our market penetration as well as growing revenue.

 

 

•  Expand and deepen partner ecosystem. Thousands of developer partners, alliance partners, and MSPs already use the Backblaze
Storage Cloud, broadening use cases and our reach. Our developer partners include Cloudflare, Fastly, and Equinix, while alliance
partners include Veeam, Synology and QNAP. We are integrated within our partners’ products, carry out strategic go-to-market
activities together—including events, webinars featuring our cofounders, joint case studies, and coordinated press campaigns—and
enable seamless connectivity between our products and platforms. With the development of the S3 Compatible API, we have
significantly expanded our platform’s support for integrations. We will continue to grow the number of our partners and deepen
relationships with them on solutions and go-to-market activities to help us jointly succeed.

 

 

•  Extend global footprint. We believe continued international expansion represents a meaningful opportunity to generate further
demand for our solutions in international geographies. While our sales and marketing efforts have primarily focused on the United
States, our existing customer base spans more than 175 countries, with 28% of our revenue originating outside of the United States for
the year ended December 31, 2020. We plan to increase investment in our operations internationally to reach new customers by
expanding in targeted key geographies, where we believe there are opportunities for significant return on investment.

 
102



Table of Contents

Our Platform and Cloud Services
 

Our Platform: Backblaze Storage Cloud

The Backblaze Storage Cloud provides the core platform for our cloud services. This storage cloud organizes, safeguards, and keeps over
500 billion files available on demand and is designed to store trillions more in the future. By architecting our platform to administer this complexity, we
free customers from having to worry about their data. Through our interfaces, customers can upload, manage, safeguard, build upon, and utilize their
data while remaining free of the financial and logistical hurdles of maintaining on-premises technology or the complexity of administering diversified
cloud solutions.

The key enabler of the Backblaze Storage Cloud is the software that runs it, which contains millions of lines of code and that our software
engineering team has written and continually improved since our company’s founding. The ability to manage an ever-larger amount of data across ever-
larger hard drives while maintaining data availability and durability continues is highly complex and creates a significant competitive barrier to entry.
This web-scale software layer receives, stores, and delivers data in a practically instantaneous manner for customers across the globe. Our innovative
code achieves this for billions of files under management by intelligently allocating storage locations in line with capacity and demand. Alongside these
core processes, the software layer also manages load balancing, caching, data compression, deletion, billing, as well as numerous other essential
functions for hundreds of thousands of customers. Weekly code updates regularly enhance these functions. Taken together the software layer provides
the core functionality of the Backblaze Storage Cloud.

In order to ensure data durability and availability at a cost-efficient level, our vault architecture effectively creates four copies of the same
customer data using an innovative application of algorithms. The software splits each uploaded file into 17 pieces and calculates an additional 3 pieces.
Each of these 20 pieces of data is stored separately from one another across 20 discrete hard drives in 20 different locations in a data center. As a result,
even if any 3 out of 20 of the systems are entirely lost or offline, we are able to reconstruct the data from the remaining parts, making our approach very
durable. Hundreds of vaults are then grouped together to
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form one cluster, and multiple clusters are organized into a region. Backblaze is architected to manage thousands of regions, providing for scaling
beyond zettabyte volume where virtually any amount of incoming data can be organized into additional clusters and regions.

This software manages our global physical infrastructure of nearly 200,000 hard drives and one terabit per second (one million megabits per
second) of network capacity across five data centers that are interconnected by private network infrastructure. Our systems also manage the automation,
monitoring, and security of this infrastructure. By providing this infrastructure as cloud services, we free our customers from the complexities and
traditional expenses of managing data.

As our customers’ data grows, and our revenue with it, we continuously and smoothly deploy additional infrastructure. More than half of
our employees are either software engineers that develop and improve the software that runs our Storage Cloud or Cloud Operations employees that
specialize in network operations, site reliability engineering, technical operations, and supply chain, which operate our software and systems to deliver
our infrastructure as a service and our cloud services. Our scale, along with our efficiency and expertise developed over years of growing the Backblaze
Storage Cloud, provide a robust platform and significant barriers to entry.

Key characteristics of our Storage Cloud include the following:
 
 •  Durable. Proven durability over 14 years of operation with hundreds of billions of files under management today, the platform

redundantly stores each file using algorithms to replicate copies of data across nearly 200,000 drives as of June 30, 2021.
 
 •  Available. Reliably available to customers and partners, the Backblaze Storage Cloud’s innovative file management software ensures

files and cloud services are available when they are needed and enables data access with a service-level guarantee of 99.9% uptime.
 

 

•  Scalable. Designed to scale beyond zettabyte volume, the platform’s proprietary software approach provides seamless horizontal
scaling across multiple regions—allowing for capacity, speed, and regional choice to partners and customers as they need it, with
approximately 2,000 petabytes of data storage under management as of June 30, 2021, 500 petabytes of which was deployed during
2020 alone.

 

 

•  Secure. Secure infrastructure uses industry standard reporting, testing, and controls—including bug bounty programs, penetration
testing, and other measures—to test systems daily and safeguard customer and partner data. We also offer varying account security
options—ranging from unrecoverable private encryption to two-factor verification—to satisfy customer preference, as well as
intelligent account monitoring to prevent malicious activity.

 

 
•  Performant. Averaging 4 million gigabytes of customer data uploaded per day to the Backblaze Storage Cloud (as of December 31,

2020), our platform is architected with massive parallelization to reduce the need for expensive infrastructure and horizontally scale
the ingest and egress of data.

 

 

•  Predictive. Real-time adjustments made by our intelligent software ensure that data uploads route directly to server locations with
higher storage capacity and bandwidth available, providing for maximum efficiency. Simultaneously, technical operations employ
automated, software-enabled monitoring to anticipate maintenance needs in advance of failure and provide for scalable service
provisioning.

 

 
•  Multi-region. Our globally distributed storage platform offers customers geographic choice for their data—currently between the

United States and Europe—providing flexibility for different needs including multi-region replication, geopolitical considerations,
regulatory requirements, and performance optimization.
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The Backblaze Storage Cloud acts as the foundation for our two primary services, Backblaze B2 Cloud Storage and Backblaze Computer
Backup. Each of these cloud services unlocks a multitude of use cases and additional services for our partners and customers.

Our Cloud Service Offerings

Backblaze B2 Cloud Storage. Backblaze B2 provides customers direct access to our Storage Cloud to store, use and protect data. Users can
access the platform through industry standard and native application programming interfaces (APIs), software development kits (SDKs), our web
interface, or hundreds of third-party integrations. The wide range of options for accessing B2 Cloud Storage allows anyone to easily use it, including
developers and partners who seamlessly integrate storage capabilities into their technology stack or build their own solutions on top of our platform.
Customers also strategically tier backups of their core data systems to Backblaze B2, including on-premises and virtual machine servers and other high-
capacity storage devices.

Backblaze B2
Use Cases

As companies adopt cloud infrastructure and undergo digital transformation, we believe Backblaze B2 will increasingly become a
foundational element of our customers’ overall technology stack. Customers leverage Backblaze B2 for a wide range of use cases, including:
 

 

•  Public, hybrid, and multi-cloud data storage. Backblaze B2 supports customers who want the option to deploy different cloud
configurations, whether to migrate to or build natively in the cloud, support a mixed on-premises and cloud environment, or who
desire a neutral vendor in their multi- cloud strategy. Additionally, we provide customers solutions to enable all of these use cases with
a combination of on-premises-to-cloud, synchronization, and cloud-to-cloud migration services.

 

 

•  Application development and DevOps. Software developers require key infrastructure building blocks—including storage, compute,
databases, content delivery networks (CDNs), and more—to rapidly develop, deploy, and scale their applications. Backblaze B2
provides one of the most critical and frequently used of these building blocks to enable developers to store, use, and deliver data. With
our easy-to-use APIs and on-demand platform, we allow developers to build efficiently and support their ability to scale with their
success.

 

 
•  Content delivery and edge computing. Our Storage Cloud is connected to CDN and edge computing partners to store and deliver

digital content to global audiences in a fast and easy manner. We serve as the origin store, making us the reliable place to house data
for others to distribute.

 

 

•  Security and ransomware protection. We help protect data through a combination of cloud services and features. Backup services
provide the primary line of protection against ransomware. Our Object Lock feature enables customers to lock files so that data cannot
be illicitly modified or deleted. In addition, our privacy and authorization features ensure only appropriate entities can access their
data. Our Lifecycle Rules also enable customers to easily support retention of their data to meet expanding regulatory and compliance
requirements.

 

 

•  Media management. Backblaze B2 is the trusted provider to many companies that produce, edit, and deliver precious media content.
Our solutions optimize media production workflows by allowing for the simultaneous ingestion and archiving of raw footage,
providing scalable storage to free up media production storage systems, and enabling real-time delivery of media content directly from
Backblaze B2.
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•  Backup, archive, and tape replacement. Backblaze B2 provides customers with a scalable and affordable storage destination for their
backup and archive needs. Customers automate backups for servers, network-attached storage (NAS), virtual machines, laptops and
desktops, and other endpoints. Backups are readily available for quick retrieval and not constrained to a cold archive that puts
organizations at risk by delaying access to critical data. Customers use our solution to replace complex legacy tape systems, as well as
other legacy on-premises storage solutions and expensive, complex, diversified cloud vendor solutions.

 

 
•  Repository for analytics, artificial intelligence, and machine learning. Backblaze B2 serves as a destination for vast amounts of data

at scale. Customers have the ability to store, directly access, and use their data in real time. This enables organizations to keep and use
the data sets that underpin all analytics, artificial intelligence, and machine learning.

 

 
•  Internet of Things (IoT). The network of connected devices has grown considerably, driving the volume of data creation and the need

for real-time accessibility. Backblaze B2 provides storage for data created and accessed by these devices. Our storage solutions can be
used for a wide range of IoT use cases including storing data for surveillance systems, autonomous vehicles, and smart devices.

Backblaze Computer Backup. Our Computer Backup cloud service backs up laptops, desktops, and external hard drives in a continuous and
automated fashion. Whether for home computers or a business’ full fleet of machines, customers can back up a virtually unlimited number of files
without size or speed constraints. This cloud service includes a lightweight agent that runs locally on each end user’s computer, continuously searching
for new and changed files in a manner unobtrusive to the user. When a new or changed file is detected, the altered data is backed up and sent to the
Backblaze Storage Cloud. Once there, it is accessible to the end user or business administrator responsible for managing the account. In the event of data
loss, customers can restore all or portions of their backed-up data.

Computer Backup
Use Cases

 
 •  Mac and PC backup. Backs up all new and changed data on laptops, desktops, and external hard drives.
 
 •  Ransomware protection. Backups provide a critical line of defense against ransomware, providing secure recovery of all data when

customers’ systems are corrupted.
 

 
•  Theft and loss recovery. Data is backed up and available via our website and mobile applications, or data can be shipped worldwide

on encrypted hard drives in the event of theft or loss. Customers can use our Locate My Computer functionality to also help retrieve
lost or stolen computers.

 
 •  Data Archiving. Computer Backup offers 30-day version history by default, but individual users and administrators can use Extended

Version History for a fee to increase the retention period of deleted, changed, or updated files to one year or indefinitely.
 

 
•  Organization and MSP-level management. The Backblaze Groups functionality allows administrators to manage the backups of their

business fleet through one centralized account, empowering organizations, MSP partners, and individuals with administrative features
such as centralized billing, account maintenance, and system alerts.

 
 •  Remote Access. Customers can access all backed up files remotely through our website. Additionally, Backblaze provides mobile apps

running on iOS and Android that provide customers
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 convenient access from anywhere to their data stored with Backblaze, without requiring the customer to have a laptop or desktop
computer with them.

Customers

Our customers consist of a wide range of organizations and businesses—particularly mid-market organizations—and consumers. As of June
30, 2021, we had over 480,000 customers in over 175 countries, including approximately 430,000 customers using our Computer Backup cloud services
solution and approximately 70,000 customers using our B2 Cloud Storage solution (approximately 13,500 customers use both our B2 Cloud Storage and
Computer Backup solutions). Our customers span a range of industries, including a broad range of businesses, MSPs, developers, media innovators,
creative agencies, academic institutions, government agencies, research institutes, gaming companies, and individuals. Our customer base is highly
diversified, with no single customer accounting for more than 1% of our revenue in each of 2019 and 2020. The following customer profiles reflect the
breadth of our customer types and their use cases:

Streamlabs’ Oslo: Developer, Streaming Media

Building on the success of their popular Streamlabs platform, the Logitech team developed Oslo as a place for YouTubers and streaming
content creators to upload, review, collaborate, and share videos. They needed storage that could meet both their performance requirements and the
budgets of smaller content creation teams. The hidden fees, complex tiers, and minimum retention requirements of diversified cloud providers would not
work for their budget. Using Backblaze’s APIs allowed the Oslo development team to offer the services their users desired at a price that would allow
them to build more content with ease.

Nodecraft: Developer, Gaming

Nodecraft provides elevated multiplayer gaming experiences by developing affordably-priced, dedicated server hosting for gamers online.
In recent years, as their data-intensive business increased, egress and storage bills made it difficult to continue to grow the business cost-effectively.
Because they used Cloudflare’s content delivery solution to serve data to customers, they decided to switch to Backblaze B2 Cloud Storage to store their
customers’ data. The partnership between Cloudflare and Backblaze maintained performance for Nodecraft, while saving them 85% on storage and
egress fees.

Kontent Kore: Developer, Music Sharing and Licensing

Kontent Kore aimed to develop a cloud-native marketplace for sharing and licensing music, but they feared that the fees for storing, using,
and protecting large music files would limit their ability to scale. By choosing Backblaze B2 Cloud Storage as a cost-effective way to store the largest
raw-media files and keep them retrievable across the operation, Kontent Kore could focus their investments on building the tools and reporting
interfaces their customers desired. Today, they store and manage two million files with no on-premises storage infrastructure and can scale capacity in
line with their success.

CloudSpot: Developer, Media Sharing

The CloudSpot team built an app to empower professional photographers in managing, selling, and delivering their work. But as their SaaS
business took off, the storage costs from the diversified cloud solution they were using increased substantially. As a result, the team felt compelled to cut
services and change workflows to offset the increased cloud storage spend. When they learned that Backblaze B2 Cloud Storage could provide for their
needs while reducing data storage and transfer costs, they quickly initiated the transfer of 700TB of customer data to Backblaze. The move enabled them
to revive a service that supported revenue gains and fund engineering headcount to help propel future growth.
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American Public Television: Broadcast Media

As digital transformation rapidly changed the television broadcasting landscape, American Public Television’s (APT) storage infrastructure
and the diverse technological setups of its more than 350 local public television station subscribers posed serious challenges to APT’s model.
Investments in on-premises storage were straining its budget, while local stations struggled with digital distribution. Backblaze B2 Cloud Storage
provides for easy budget forecasting and scaling on a public media budget, along with data ingest and egress that meets the needs of both their content
producers and subscribers.

Good Eats: Media Production

While working on the revival of the hit TV show “Good Eats,” the post-production lead found the diversified cloud storage option they used
to be unreliable and time consuming for real-time backup and archiving workflows. He switched to Backblaze B2 Cloud Storage, which allowed his
team to back up footage as soon as it comes off the camera, ensuring that it is safe and available with minimal upload failures, and facilitates
collaboration for his geographically distributed team. Managing backups and archiving data now only requires a fraction of the time it did before,
meaning he can focus on his goal of making an excellent TV show.

Crisp Video Group: Creative Agency

Crisp Video Group’s on-premises production server was at capacity when the agency realized the data backups provided by a diversified
cloud vendor had been failing for 109 days. They needed a server that would integrate with cloud storage for backup automation while also making it
easy to serve content upon client request. They opted for Backblaze B2 Cloud Storage. Over the next three years, Crisp Video Group’s business grew
1,158% and content under management expanded tenfold to 500 terabytes of data. Throughout this growth, Backblaze B2 helped keep costs low and
client footage both secure and easily accessible when needed.

Coast Community College District: Academic Institution

Coast Community College District, or CCCD, located in Southern California, needed to overhaul its data management system—as data
recovery often took days and failed frequently. It also needed to move away from relying on on-premises storage solutions that required chauffeuring
tapes from campus to campus for offsite backup. The CCCD IT team implemented a multi-cloud strategy that included network attached storage (NAS)
to replace more than 30 file servers, which they seamlessly integrated with Backblaze B2 Cloud Storage for offsite backup. With reliable protection in
place, restores of data now take seconds instead of days and the team is able to focus on managing and modernizing other IT systems for CCCD’s
60,000 faculty and student users.

Gladstone Institutes: Research Institution

For Gladstone Institutes—a biomedical research institution with more than 450 staff working to cure some of humanity’s most challenging
diseases—managing and storing significant data sets is a critical need. The IT team realized that relying on a tape library for storage was putting their
data at risk of loss and costing them precious staff resources. Diversified cloud storage offerings were not a cost-effective solution, as it would have been
less expensive to repeat experiments, rather than pay the high fees for storage and retrieval of data. Backblaze B2 Cloud Storage provided Gladstone the
functionality they needed as well as the flexibility to migrate petabytes of data to the cloud at affordable prices to help them to focus their resources on
new research and technology. And then, when many large organizations were hit by ransomware in the summer of 2020, they expanded their use of our
cloud services by implementing Backblaze B2 with Object Lock through one of our alliance partners to achieve stronger protection against malicious
attacks.

Kings County: Government Entity

The Kings County, California IT team faced a storage challenge: they needed to back up their essential government data stored on an out-of-
warranty tape system, while continuing to follow a sound backup strategy
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and minimizing additional capital expenditures. Instead of requesting $80,000 for new investments in on premises systems, the IT team opted to tier
their backups to Backblaze B2 Cloud Storage, solving a number of business challenges at once: less staff time spent on backup administration, more
predictable budgeting, reliable storage, and no expensive on-premises assets.

Sales and Marketing

We have a highly efficient go-to-market model that is built on a self-serve selling motion. Prospective customers find us through a number
of channels including our website, partners, and brand advocates. We have fostered deep community engagement through the valuable content shared on
our blog, which had an audience of 3 million readers in 2020. We practice transparency in our communications, sharing data and resources around the
subjects of backup, cloud storage, and, most notably, our highly popular hard drive statistics quarterly reports. This content sharing cultivates significant
organic, inbound traffic in the form of readership, which we believe serves as our greatest source of advocates and referrals. Our frictionless free trial
and self-serve sign-up process helps to convert our readers and brand advocates into customers, with over 80% of our revenue in 2020 coming from self-
serve customers.

In addition to generating customers, our content generation efforts have contributed to building a community of thousands of partners. Our
developer, alliance, and MSP partners expand use cases and attract customers, thereby increasing the usage of our platform and contributing to revenue
growth. These new customers and partners then ultimately lead to more insights, content, and community engagement, which in turn generates more
customers and demand. We plan to continue to invest in our partner programs to help us enter and grow in new markets and further drive customer
growth.

To facilitate rapid adoption of our cloud services, we provide fully functional free trial versions of our products on our website and offer
simple and transparent pricing. After a trial or purchase, there is an opportunity to expand the use of our products through additional business and sell
additional features.

Our marketing efforts focus on establishing our brand, generating awareness, creating leads, and cultivating the Backblaze community. The
marketing team consists primarily of product marketing, corporate communications and publishing, social media, growth marketing, and website teams.
We leverage both online and offline marketing channels such as blogs, events and trade shows, seminars and webinars, whitepapers, case studies, search
engines, and email marketing.

We complement our self-serve customer acquisition model with a growing inside sales team that is focused on a low-touch sales assisted
model that supports our larger customers if the need arises. This team focuses on inbound inquiries, outbound prospecting targeting specific use cases,
and volume expansion of our self-serve customers. We intend to continue to invest in our marketing and sales capabilities to capitalize on our large and
global market opportunity, while remaining very efficient in terms of marketing and sales expense as a percentage of revenue.

Research and Development

We invest substantial resources in research and development. We have a well-defined technology roadmap to introduce new features and
functionality to our platform that we believe will enhance our ability to generate revenue by broadening the appeal of our platform to potential new
customers, as well as introducing new opportunities for existing customers. Substantially all of our R&D organization, which makes up approximately
one-third of our company, is focused on software development.

We have a continuous product release cycle and we generally release updates on a weekly basis. Our release cycles enable us to be
responsive to customers and partners by delivering new functionality on a frequent basis. We establish priorities for our organization by collaborating
closely with our customers, community, and employees.
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Competition

Our current primary competitors generally fall into the following categories: diversified public cloud vendors, such as Amazon.com, Inc.
through Amazon Web Services, Alphabet Inc. through Google Cloud Platform, and Microsoft Corporation through Azure; certain smaller cloud storage
competitors; and legacy on-premises storage vendors such as Dell EMC.

We believe that we generally compete favorably based on a variety of factors, including:
 
 •  ease of adoption and use;
 
 •  continued innovation;
 
 •  price;
 
 •  key platform features;
 
 •  availability, durability, scalability, and performance;
 
 •  brand awareness and reputation;
 
 •  transparency;
 
 •  customer support;
 
 •  independence;
 
 •  security;
 
 •  interoperability;
 
 •  partner ecosystem; and
 
 •  capabilities for configurability and APIs.

Intellectual Property

Our success depends in part on our ability to obtain and maintain intellectual property protection for our technology platform and cloud
services, defend and enforce our intellectual property rights, preserve the confidentiality of our trade secrets, and operate without infringing,
misappropriating, or otherwise violating the intellectual property rights of others. While we do not own any patents, we protect our intellectual property
through a combination of trade secrets, copyrights, trademarks, service marks, and domain names where appropriate. In addition, we control access to
our proprietary technology by entering into confidentiality and invention assignment agreements with our employees and contractors, and confidentiality
agreements with third parties, such as service providers, vendors, individuals, and entities that may be exploring a business relationship with us. We own
two registered trademarks in the United States for the word Backblaze and the Backblaze logo.

Policing unauthorized use of our technology and intellectual property rights is difficult. Despite our efforts to protect our proprietary
technology and our intellectual property rights, unauthorized parties may attempt to copy or obtain and use our technology to develop applications with
the same functionality as our offerings. In addition, while we have confidence in the measures we take to protect and preserve our trade secrets, they
may be inadequate and can be breached, and we may not have adequate remedies for violations of such measures. Furthermore, our trade secrets may
otherwise become known or be independently discovered by competitors.
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We may also be subject to third-party infringement claims from our competitors or non-practicing entities, many of these parties may have
more significant resources and funding than we have. For more information regarding risks related to intellectual property, please see “Risk Factors—
Risks Related to Intellectual Property.”

Employees

We have a highly aligned and engaged workforce with little employee turnover and long tenure. As of June 30, 2021, we had 228 full-time
employees. A majority of our employees are based out of our San Mateo, California headquarters. No employees are represented by a labor union with
respect to his or her employment by us. We have not experienced any work stoppages, and we consider our relations with our employees to be good, as
evidenced by our Glassdoor 4.9/5.0 rating, 100% CEO Approval, and 100% Recommend to a Friend ratings as of December 31, 2020.

Facilities

Our principal executive offices are located in San Mateo, California. We lease data center facilities in California, Arizona, and Amsterdam,
the Netherlands. We believe that our properties are generally suitable to meet our needs for the foreseeable future. In addition, to the extent we require
additional space in the future, we believe that it would be readily available on commercially reasonable terms.

Legal Proceedings

From time to time we may become involved in legal proceedings or be subject to claims arising in the ordinary course of our business. We
are not presently a party to any legal proceedings that in the opinion of our management, if determined adversely to us, individually or taken together,
would have a material adverse effect on our business, financial condition, operating results, or cash flows. Regardless of the outcome, litigation can have
an adverse impact on us because of defense and settlement costs, diversion of management resources, and other factors.
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MANAGEMENT

Executive Officers and Directors

The following table sets forth the names, ages and positions of our executive officers and directors as of September 30, 2021:
 
Name   Age   Position
Gleb Budman    47   Chief Executive Officer and Chairperson
Frank Patchel    63   Chief Financial Officer
Brian Wilson    54   Chief Technology Officer and Director
Tim Nufire    57   Chief Cloud Officer and Director
Jocelyn Carter-Miller    64   Director
Barbara Nelson    66   Director
Evelyn D’An    59   Director
Earl E. Fry    62   Director

Executive Officers

Gleb Budman is one of our co-founders and has served as our Chief Executive Officer since 2007. Mr. Budman has also served as a
member of our Board of Directors since 2009 and Chairperson since January 2021. Prior to Backblaze, Mr. Budman served in various senior roles at
SonicWall, Inc., MailFrontier, Inc. (acquired by SonicWall, Inc.) and Kendara, Inc. (acquired by Excite@Home, Inc.). Mr. Budman also previously
founded two other startup companies. Mr. Budman earned a M.B.A. and B.S. in Mechanical Engineering from the University of California, Berkeley.
We believe that Mr. Budman is qualified to serve as a member of our Board of Directors because of his extensive experience in leadership roles at
various technology companies, and the continuity that he brings to our Board of Directors as our co-founder and Chief Executive Officer.

Frank Patchel has served as our Chief Financial Officer since March 2020. Prior to joining Backblaze, Mr. Patchel served as a financial
planning and analysis consultant for Kaiser Permanente from January 2019 to February 2020. From March 2015 to August 2018, Mr. Patchel served as
the Chief Financial Officer and Chief Operating Officer of Wintec Industries, Inc., a value chain solution provider. Previously, Mr. Patchel served in
various senior roles with ABBYY USA, Inc. and ADP, Inc. Mr. Patchel began his career with Ernst & Young. Mr. Patchel earned his B.S. in Commerce
from the University of Virginia.

Brian Wilson is one of our co-founders and has served as our Chief Technology Officer since 2007. Mr. Wilson has also served as a member
of our Board of Directors since 2007. He has also previously held other executive positions at Backblaze, including Chief Financial Officer and
Treasurer from 2007 to 2018, and Secretary from 2007 to April 2020. Prior to Backblaze, Mr. Wilson served as the Chief Technology Officer of
MailFrontier, Inc. (acquired by SonicWall, Inc.) and various other senior positions at Kendara, Inc. (acquired by Excite@Home, Inc.), Silicon Graphics,
Inc. and Apple Inc. Mr. Wilson earned his M.S. in Computer Science from Stanford University and a B.S. in Engineering Physics and B.S. in Computer
Science from Oregon State University. We believe that Mr. Wilson is qualified to serve as a member of our Board of Directors because of his extensive
experience in leadership roles at various technology companies, and the continuity that he brings to our Board of Directors as our co-founder and Chief
Technology Officer.

Employee Director

Tim Nufire is one of our co-founders and has served as our Chief Cloud Officer since 2015 and Vice President of Engineering from 2008 to
2015. Mr. Nufire has also served as a member of our Board of Directors since 2009. Prior to Backblaze, Mr. Nufire held senior positions at Aplia Inc.
(acquired by the Thompson Corporation, which later spun out as Cengage Learning), MailFrontier, Inc. (acquired by SonicWall, Inc.),
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SearchFox (acquired by Yahoo!), Adobe Inc. and Apple Inc. Mr. Nufire earned his B.S. in Mathematics with Highest Distinction from the University of
Kansas. We believe that Mr. Nufire is qualified to serve as a member of our Board of Directors because of his extensive experience in leadership roles at
various technology companies, and the continuity that he brings to our Board of Directors as our co-founder Chief Cloud Officer.

Non-Employee Directors

Jocelyn Carter-Miller has served as a member of our Board of Directors since October 2020 and our Lead Independent Director since
January 2021. Since August 2005, Ms. Carter-Miller has been President of TechEdVentures, Inc., an educational company, and SoulTranSync, LLC, an
audio wave synchronization technology and meditation company. From February 2002 to March 2004, Ms. Carter-Miller was the Executive Vice
President and Chief Marketing Officer of Office Depot, Inc. and from 1999 until 2002, she was the Corporate Vice President and Chief Marketing
Officer of Motorola, Inc. Ms. Carter-Miller has served on the board of directors of public companies for over 19 years, including the Principal Financial
Group, Inc. since September 2001, Interpublic Group since July 2007, and Arlo Technologies, Inc. since August 2018. From 2009 until August 2018,
Ms. Carter-Miller also served as a member of the board of directors of Netgear, Inc. Ms. Carter-Miller earned her M.B.A. from the University of
Chicago and B.S. in Accounting from the University of Illinois. We believe that Ms. Carter-Miller is qualified to serve as a member of our Board of
Directors because of her extensive experience advising public companies as both a director and executive, including substantial expertise with
marketing, best-in-class governance practices and strategies.

Barbara Nelson has served as a member of our Board of Directors since October 2020. Since August 2021, Ms. Nelson has also served as a
board member for GSI Technology, Inc., a publicly traded semiconductor and SaaS company. Ms. Nelson was the Vice President of Cloud Services,
Software and Strategy of Western Digital Corporation, a hard disk drive manufacturer and data storage company, from May 2017 to April 2020. Prior to
Western Digital Corporation, Ms. Nelson served as the General Manager and Executive Vice President of IronKey Mobile Security at Imation
Corporation from 2013 to 2016. From July 2008 to March 2010, Ms. Nelson was the Chief Executive Officer and a member of the board of directors of
Element Labs, a private company and from October 2003 to December 2007, she was the Chief Executive Officer and Chairperson of the board of
directors of NeoScale Systems, a private company. Ms. Nelson earned her B.S. in Electrical Engineering from Stanford University. We believe that Ms.
Nelson is qualified to serve as a member of our Board of Directors because of her extensive experience advising technology companies as both a
director and executive, as well as decades of SaaS, storage and security experience.

Evelyn D’An has served as a member of our Board of Directors since August 2021. Ms. D’An currently serves as a member of the board of
directors of Summer Infant, Inc., a NASDAQ-listed manufacturer of infant and juvenile products. Ms. D’An is the President of D’An Financial
Services, a strategic consulting firm she established in 2004. Ms. D’An is also a former partner of Ernst & Young, where she spent 18 years serving
clients in retail, consumer products, technology, financial services, media and other sectors. She graduated with a Bachelor of Science in Accounting
from the State University of Albany. We believe that Ms. D’An is qualified to serve as a member of our Board of Directors because of her extensive
experience advising technology companies and other public companies as both a director and executive. We believe Ms. D’An brings to our Board of
Directors significant corporate governance, financial and accounting experience.

Earl E. Fry has served as a member of our Board of Directors since August 2021. Mr. Fry currently serves as a member of the board of
directors of Hawaiian Airlines and has served as the chair of the audit and finance Committee since May 2016. From December 1999 to August 2015,
Mr. Fry served in various capacities at Informatica Corporation, an enterprise data integration software company, including Chief Financial Officer,
Chief Administrative Officer, Chief Customer Officer and Executive Vice President, Operations Strategy. Mr. Fry has also served on the board of
directors of Central Pacific Financial Corp. since April 2005 and is a member of the audit committee of Central Pacific Financial Corp., which he
chaired from 2006 to 2020. Mr. Fry served on the board of directors of Xactly Corporation from September 2005 to August 2017. Mr. Fry received a
B.B.A.
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in Accounting from the University of Hawai’i and has an M.B.A. from the Stanford University Graduate School of Business. We believe Mr. Fry is
qualified to serve as a member of our Board of Directors because of his significant professional experience in the areas of finance, accounting and audit
oversight, both as a director and executive, as well as his substantial experience with respect to the software and cloud businesses, which allows him to
contribute valuable insight and perspective.

Board Diversity

The following matrix presents the diverse composition of our Board of Directors:
 

Board Diversity Matrix (as of September 30, 2021)  

Total Number of Directors   7  

   Female   Male   
Non-

Binary   

Did Not
Disclose
Gender      

Part I: Gender Identity  
Directors    3    4    —      —     

Part II: Demographic Background  
African American or Black    1    —      —      —     
Alaskan Native or Native American    —      —      —      —     
Asian    1    —      —      —     
Hispanic or Latinx    1    —      —      —     
Native Hawaiian or Pacific Islander    —      —      —      —     
White    4    —      —      —     
Two or More Races or Ethnicities    —      —      —      —     
LGBTQ+    —      —      —      —     
Did Not Disclose Demographic Background    —      —      —      —     

Board Composition

Our Board of Directors currently consists of seven members. Our directors hold office until their successors have been elected and qualified
or appointed, or the earlier of their death, resignation or removal.

Immediately after the completion of this offering, our Board of Directors will be divided into three classes with staggered three-year terms.
At each annual meeting of stockholders, the successors to directors whose terms then expire will be elected to serve from the time of election and
qualification until the third annual meeting following election. Our directors will be divided among the three classes as follows:
 
 •  the Class I directors will be Brian Wilson, Barbara Nelson, and Earl E. Fry and their initial terms will expire at the annual meeting of

stockholders to be held in 2022;
 
 •  the Class II directors will be Tim Nufire and Jocelyn Carter-Miller, and their initial terms will expire at the annual meeting of

stockholders to be held in 2023; and
 
 •  the Class III directors will be Gleb Budman and Evelyn D’An, and their initial terms will expire at the annual meeting of stockholders

to be held in 2024.

Directors in a particular class will be elected for three-year terms at the annual meeting of stockholders in the year in which their terms
expire. As a result, only one class of directors will be elected at each annual meeting of our stockholders, with the other classes continuing for the
remainder of their respective three-year terms. Each director’s term continues until the election and qualification of his or her successor, or the earlier of
his or her death, resignation or removal.
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Our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws that will be in effect upon the completion of this
offering provide that only our Board of Directors can fill vacant directorships, including newly-created seats. Any additional directorships resulting from
an increase in the authorized number of directors would be distributed pro rata among the three classes so that, as nearly as possible, each class would
consist of one-third of the authorized number of directors.

The classification of our Board of Directors may have the effect of delaying or preventing changes in our control or management. See the
section titled “Description of Capital Stock—Anti-Takeover Provisions—Certificate of Incorporation and Bylaw Provisions” elsewhere in this
prospectus.

Director Independence

Upon the completion of this offering, we anticipate that our common stock will be listed on the NASDAQ Global Market. Under the rules
of the NASDAQ Global Market, independent directors must comprise a majority of a listed company’s board of directors within one year of the
completion of this offering. In addition, the rules of the NASDAQ Global Market require that, subject to specified exceptions, each member of a listed
company’s audit, compensation and corporate governance and nominating committees be independent. Audit Committee members and Compensation
Committee members must also satisfy the independence criteria set forth in Rule 10A-3 and Rule 10C-1, respectively, under the Securities Exchange
Act of 1934, as amended (the Exchange Act). Under the rules of the NASDAQ Global Market, a director will only qualify as an “independent director”
if, in the opinion of that company’s board of directors, that person does not have a relationship that would interfere with the exercise of independent
judgment in carrying out the responsibilities of a director.

To be considered to be independent for purposes of Rule 10A-3 and under the rules of the NASDAQ Global Market, a member of an Audit
Committee of a listed company may not, other than in his or her capacity as a member of the Audit Committee, the board of directors or any other board
committee: (1) accept, directly or indirectly, any consulting, advisory or other compensatory fee from the listed company or any of its subsidiaries or
(2) be an affiliated person of the listed company or any of its subsidiaries.

To be considered independent for purposes of Rule 10C-1 and under the rules of the NASDAQ Global Market, the board of directors must
affirmatively determine that each member of the Compensation Committee is independent, including a consideration of all factors specifically relevant
to determining whether the director has a relationship to the company which is material to that director’s ability to be independent from management in
connection with the duties of a Compensation Committee member, including, but not limited to: (i) the source of compensation of such director,
including any consulting, advisory or other compensatory fee paid by the company to such director and (ii) whether such director is affiliated with the
company, a subsidiary of the company or an affiliate of a subsidiary of the company.

Our Board of Directors undertook a review of its composition, the composition of its committees and the independence of our directors and
considered whether any director has a material relationship with us that could compromise his or her ability to exercise independent judgment in
carrying out his or her responsibilities. Based upon information requested from and provided by each director concerning his background, employment
and affiliations, including family relationships, our Board of Directors has determined that Jocelyn Carter-Miller, Barbara Nelson, Earl E. Fry and
Evelyn D’An, representing four (4) of our seven (7) directors, do not have a relationship that would interfere with the exercise of independent judgment
in carrying out the responsibilities of a director and that each of these directors is “independent” as that term is defined under the rules of the NASDAQ
Global Market. We intend to have a board consisting of a majority of independent members within one year of the date of this prospectus.

In making these determinations, our Board of Directors considered the current and prior relationships that each non-employee director has
with our company and all other facts and circumstances our Board of
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Directors deemed relevant in determining their independence, including the beneficial ownership of our capital stock by each non-employee director,
and the transactions involving them described in the section titled “Certain Relationships and Related Party Transactions” elsewhere in this prospectus.
There are no family relationships among any of our directors or executive officers.

Board Leadership Structure

Our Board of Directors has combined the roles of Chairperson and Chief Executive Officer, who is Gleb Budman. Our Board has
determined that we would be best served by having a Chairperson with deep operational and strategic knowledge of our business. Our Board has also
appointed Jocelyn Carter-Miller as our Lead Independent Director. Our Board has determined that we would be best served by also having a lead
independent director to be responsible for, among other things, conducting sessions with the independent directors as part of every Board meeting,
calling special meetings of the independent directors, and chairing all meetings of the independent directors.

Role of the Board in Risk Oversight

One of the key functions of our Board of Directors is informed oversight of our risk management process. In particular, our Board of
Directors is responsible for monitoring and assessing strategic risk exposure. Our executive officers are responsible for the day-to-day management of
the material risks we face. Our Board of Directors administers its oversight function directly as a whole. Our Board of Directors will also administer its
oversight through various standing committees, which will be constituted prior to the completion of this offering, that address risks inherent in their
respective areas of oversight. For example, our Audit Committee will be responsible for overseeing the management of risks associated with our
financial reporting, accounting, and auditing matters; our Compensation Committee will oversee the management of risks associated with our
compensation policies and programs; and our Nominating and Corporate Governance Committee will oversee the management of risks associated with
director independence, conflicts of interest, composition and organization of our Board of Directors, and director succession planning.

Board Committees

Our Board of Directors has established an Audit Committee, a Compensation Committee, and a Nominating and Corporate Governance
Committee. Our Board of Directors may establish other committees to facilitate the management of our business from time to time. Our Board of
Directors and its committees will set schedules for meeting throughout the year and can also hold special meetings and act by written consent from time
to time, as appropriate. Our Board of Directors expects to delegate various responsibilities and authority to committees as generally described below. It
is expected that the committees will regularly report on their activities and actions to the full board of directors. Each member of each committee of our
Board of Directors qualifies as an independent director in accordance with the listing standards of the NASDAQ Global Market. Each committee of our
Board of Directors has a written charter approved by our Board of Directors. Upon the completion of this offering, copies of each charter will be posted
on our website at www.backblaze.com under the Investor Relations section. The inclusion of our website address in this prospectus does not include or
incorporate by reference the information on our website into this prospectus. Members will serve on these committees until their resignation or until
otherwise determined by our Board of Directors.

Audit Committee

The members of our Audit Committee are Evelyn D’An, Earl E. Fry, Jocelyn Carter-Miller and Barbara Nelson. Ms. D’An is the chair of
the Audit Committee. Our Board of Directors has determined that each member of our Audit Committee is independent under the rules and regulations
of the SEC and the listing standards of the NASDAQ Global Market applicable to Audit Committee members. Our Board of Directors has also
determined that each member of the Audit Committee can read and understand fundamental financial statements and
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qualifies as an Audit Committee financial expert within the meaning of SEC regulations and meets the financial sophistication requirements of the
NASDAQ Global Market.

Our Audit Committee will assist our Board of Directors with its oversight of the integrity of our financial statements; our compliance with
legal and regulatory requirements; the qualifications, independence, and performance of the independent registered public accounting firm; the design
and implementation of our risk assessment and risk management. Among other things, our Audit Committee is responsible for reviewing and discussing
with our management the adequacy and effectiveness of our disclosure controls and procedures. The Audit Committee also will discuss with our
management and independent registered public accounting firm the annual audit plan and scope of audit activities, scope and timing of the annual audit
of our financial statements, and the results of the audit, quarterly reviews of our financial statements and, as appropriate, will initiate inquiries into
certain aspects of our financial affairs. Our Audit Committee is responsible for establishing and overseeing procedures for the receipt, retention, and
treatment of any complaints regarding accounting, internal accounting controls or auditing matters, as well as for the confidential and anonymous
submissions by our employees of concerns regarding questionable accounting or auditing matters. In addition, our Audit Committee has direct
responsibility for the appointment, compensation, retention, and oversight of the work of our independent registered public accounting firm. Our Audit
Committee has sole authority to approve the hiring and discharging of our independent registered public accounting firm, all audit engagement terms
and fees, and all permissible non-audit engagements with the independent auditor. Our Audit Committee will review and oversee all related person
transactions in accordance with our policies and procedures.

Compensation Committee

The members of our Compensation Committee are Jocelyn Carter-Miller, Early E. Fry and Evelyn D’An. Ms. Carter-Miller is the chair of
the Compensation Committee. Our Board of Directors has determined that each member of our Compensation Committee is independent under the rules
and regulations of the SEC and the listing standards of the NASDAQ Global Market applicable to Compensation Committee members. Our
Compensation Committee will assist our Board of Directors with its oversight of the forms and amount of compensation for our executive officers
(including officers reporting under Section 16 of the Securities Exchange Act of 1934, as amended), the administration of our equity and non-equity
incentive plans for employees and other service providers and certain other matters related to our compensation programs. Our Compensation
Committee, among other responsibilities, evaluates the performance of our chief executive officer and, in consultation with him, evaluates the
performance of our other executive officers (including officers reporting under Section 16 of the Securities Exchange Act of 1934, as amended).

Nominating and Corporate Governance Committee

The members of our Nominating and Corporate Governance Committee are Barbara Nelson, Jocelyn Carter-Miller and Earl E. Fry. Ms.
Nelson is the chair of the Nominating and Corporate Governance Committee. Our Board of Directors has determined that each member of our
Nominating and Corporate Governance Committee is independent under the listing standards of the NASDAQ Global Market applicable to Nominating
and Corporate Governance Committee members. Our Nominating and Corporate Governance Committee will assist our Board of Directors with its
oversight of and identification of individuals qualified to become members of our Board of Directors, consistent with criteria approved by our Board of
Directors, and selects, or recommends that our Board of Directors selects, director nominees; develops and recommends to our Board of Directors a set
of corporate governance guidelines; and oversees the evaluation of our Board of Directors.

Compensation Committee Interlocks and Insider Participation

None of our executive officers currently serves, or in the past fiscal year has served, as a member of the Board of Directors or Compensation
Committee (or other board committee performing equivalent functions or, in the absence of any such committee, the entire Board of Directors) of any
other entity that has one or more executive officers serving on our Board of Directors or Compensation Committee.
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Code of Conduct

Our Board of Directors will adopt a Code of Conduct (the Code) prior to the completion of this offering. The Code will apply to all of our
employees, officers, directors, contractors, consultants, suppliers and agents. Upon the completion of this offering, the full text of the Code will be
posted on our website at www.backblaze.com under the Investor Relations section. We intend to disclose future amendments to, or waivers of, the Code,
as and to the extent required by SEC regulations, at the same location on our website identified above or in public filings. Information contained on or
accessible through our website is not incorporated by reference into this prospectus, and you should not consider information contained on our website
to be part of this prospectus or in deciding whether to purchase shares of our Class A common stock.

2020 Director Compensation

The following table presents the total compensation, including equity awards, paid to each of our directors during the year ended December
31, 2020 for their service on our Board of Directors. We also reimburse our directors for expenses associated with attending meetings of our Board of
Directors and its committees.
 

Name   

Fees Earned
or Paid in
Cash ($)    

Option
Awards ($)(1)  

All Other
Compensation ($)   Total ($)  

Jocelyn Carter-Miller    —      99,275(2)   —      99,275 
Barbara Nelson    —      99,275(2)   —      99,275 
Rafael Torres(3)    —      99,275(2)   —      99,275 

 
(1) The amounts in this column represent the aggregate grant date fair value of option awards granted to the director in the applicable fiscal year

computed in accordance with FASB ASC Topic 718. See Note 14 to our financial statements included elsewhere in this prospectus for a discussion
of the assumptions made by us in determining the grant date fair value of our equity awards.

(2) Reflects an option to purchase 34,200 shares of our common stock granted to each of our non-employee directors on December 10, 2020, at an
exercise price per share of $3.73. Such options vest over four years of continuous service provided by the non-employee director following
October 30, 2020, with 25% vesting after the completion of one year of continuous service and the remainder vesting in substantially equal
monthly installments over an additional 36 months of continuous service. In addition, the vesting of such options accelerates in full if we are
subject to a change in control before the termination of the director’s continuous service. Such options may be exercised prior to vesting,
following which any unvested acquired shares will be subject to our right of repurchase that lapses on the specified vesting schedule.

(3) Effective July 2021, Rafael Torres resigned from our Board of Directors for personal reasons.

Directors who are also our employees or officers receive no additional compensation for their service as directors. Specifically, Messrs.
Budman, Nufire and Wilson, each a current director and current employee, and Charles Jones and Kwok Hang Ng, our former directors who are also
employees, did not receive additional compensation for their service as directors in 2020. See the section titled “Executive Compensation” elsewhere in
this prospectus for additional information about the compensation of our directors who were also named executive officers in 2020.

Non-Employee Director Compensation Policy

Prior to this offering, we had not implemented a formal policy with respect to compensation payable to our directors for their service on our
Board of Directors. In April 2021, our Board of Directors approved a director compensation policy for non-employee directors to be effective in
connection with this offering. Pursuant to this policy, our non-employee directors will receive following completion of the offering the compensation
described below.
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Cash Compensation:

Each non-employee director will receive an annual cash retainer of $35,000. Our Lead Independent Director will be paid an additional
annual cash retainer of $15,000.

In addition to the annual cash retainer, each director will receive the following annual cash retainers for service on Board committees:
 

Committee   Chairperson   Member  
Audit   $ 20,000   $10,000 
Compensation   $ 12,000   $ 6,000 
Nominating and Governance   $ 8,000   $ 4,000 

All cash retainers will be paid in arrears in quarterly installments.

Equity Compensation:

Each non-employee director serving on our Board of Directors as of immediately following this offering, who has also served on our Board
of Directors for at least nine months prior to this offering, will receive a restricted stock unit (RSU) award covering a number of shares of common stock
having a grant date value of $150,000, determined using the price at which our common stock is offered for purchase in this offering. Subject to the
director’s continuing service, the RSU award will vest on the one-year anniversary of the grant date, which shall be the effective date of the filing of this
registration statement.

Each non-employee director initially appointed or nominated as a member of our Board of Directors after this offering will receive an RSU
award covering a number of shares of common stock having a grant date value of $300,000, determined using the closing price of our common stock on
the grant date. Subject to the director’s continuing service, the RSU award will vest in equal annual installments over a 3-year period, with vesting to
occur on the anniversary of the grant date, which will be the date of the director’s appointment or nomination. Each non-employee director elected or re-
elected to our Board of Directors at, or otherwise continuing to serve as a director after, an annual meeting of our stockholders will also receive an RSU
award covering a number of shares of common stock having a grant date value of $150,000, determined using the closing price of our common stock on
the grant date, which shall be the date of the annual meeting at which the election or re-election occurs. Such annual RSUs will vest on the earlier of the
next following annual shareholders meeting or the first anniversary of grant. Directors newly appointed to our Board of Directors between annual
stockholder meetings, receiving an automatic equity grant immediately following this offering as detailed above or who joined the Board of Directors
within the prior 12 months to such annual meeting of stockholders, will receive an annual award prorated to reflect their time on the Board prior to the
stockholder meeting date or the date of the equity award immediately following this offering, as the case may be.

Equity awards held by our non-employee directors will vest in full upon a change in control of the Company.
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table shows information regarding the compensation of our principal executive officer and our two most highly compensated
executive officers (other than our chief executive officer) who were serving as executive officers as of December 31, 2020, whom we refer to herein as
our “named executive officers.”    
 

Name and Principal Position   Year   Salary ($)    

Non-
Equity

Incentive
Plan ($)(2)    

Option
Awards

($)(3)   

All Other
Compensation

($)(5)    Total ($)  
Gleb Budman    2020   400,080    1,475    —     8,550    410,105 

Chief Executive Officer and Chairperson           

Frank Patchel    2020(1)   333,400    1,475    561,820(4)   8,550    905,245 
Chief Financial Officer           

Brian Wilson    2020   400,080    1,475    —     8,550    410,105 
Chief Technology Officer and Director           

 
(1) Mr. Patchel joined us in March 2020.
(2) Reflects bonus equal to percentage of annual cash sales paid equally to all employees.
(3) The amounts in this column represents the aggregate grant date fair value of option awards granted to the officer, computed in accordance with

FASB ASC Topic No. 718. See Note 14 to our financial statements included elsewhere in this prospectus for a discussion of the assumptions made
by us in determining the grant date fair value of our equity awards.

(4) Reflects an option to purchase 305,060 shares of our common stock at an exercise price of $2.61 granted on April 21, 2020.
(5) Reflects Company contributions under the safe harbor provisions of our 401(k) Plan generally available to all employees.

Narrative Explanation of Compensation Arrangements with our Named Executive Officers

Base Salaries and Annual Incentive Opportunities

The base salaries of all of our named executive officers are reviewed from time to time and adjusted when our Board of Directors or
Compensation Committee determines an adjustment is appropriate. In addition, all employees are entitled to receive an equal bonus based on a
percentage of our cash sales during the year.

Equity Compensation

We generally offer stock options to our employees, including our named executive officers, as the long-term incentive component of our
compensation program. Our stock options allow our employees to purchase shares of our common stock at a price equal to the fair market value of our
common stock on the date of grant. In the past, our Board of Directors or Compensation Committee has determined the fair market value of our
common stock based on inputs including valuation reports prepared by third-party valuation firms. Generally, our stock options granted to new hires
vest as to 25% of the total number of option shares on the first anniversary of the award and in equal monthly installments over the following 36 months.

Employee Benefits and Perquisites

Our named executive officers are eligible to participate in our health and welfare plans to the same extent as are full-time employees
generally. We generally do not provide our named executive officers with perquisites or other personal benefits.
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Retirement Benefits.

We have established a 401(k) tax-deferred savings plan, which permits participants, including our named executive officers, to make
contributions by salary deduction pursuant to Section 401(k) of the Internal Revenue Code. We are responsible for administrative costs of the 401(k)
plan. We make an annual contribution equal to 3% of each employee’s base salary pursuant to the safe harbor provisions of our plan, subject to an
applicable maximum contribution.

Outstanding Equity Awards at 2020 Fiscal Year-End

The following table sets forth information regarding each unexercised option and all unvested stock held by each of our named executive
officers as of December 31, 2020.

The vesting schedule applicable to each outstanding award is described in the footnotes to the table below.
 

Name   

Number of
Securities

Underlying
Unexercised

Options
Vested (#)   

Number of
Securities

Underlying
Unexercised

Options
Unvested (#)   

Option
Exercise Price

($)    

Expiration
Date of
Option  

Frank Patchel    0(1)   305,060    2.61    4/20/2030 
 
(1) Twenty-five percent of the option vests and becomes exercisable following the completion by the officer of 12 months of continuous service

following the Vesting Commencement Date indicated above, with an additional 1/48th of the option vesting and becoming exercisable following
the completion of each of 36 months of additional service thereafter. In addition, if we are subject to a change in control prior to the termination of
the officer’s service, and such officer is subject to a termination other than for cause within 24 months after such change in control, an additional
50% of the then-unvested portion of such option will become vested and exercisable.

Severance and Change in Control Benefits

We have entered into severance and change in control agreements with each named executive officer. The severance and change in control
agreements will provide for payment of cash severance and acceleration of outstanding equity awards upon certain involuntary terminations.

Involuntary Termination Outside of a Change in Control Period.

If the officer is subject to a termination without cause or a resignation for good reason, or the officer’s employment terminates due to death
or disability, and such termination or resignation does not occur within 3 months prior to or 12 months after a change in control, then the officer will
receive a lump sum cash severance payment equal to (i) a number of months of his or her then-current base salary, (ii) a prorated portion of his or her
annual target bonus and (iii) 12 months for Mr. Budman, and 6 months for each of Mr. Patchel and Mr. Wilson, of the monthly premium for COBRA
coverage for the officer and his or her eligible dependents. The number of months used to calculate the severance payment are the greater of (a) 12
months for Mr. Budman, as Chief Executive Officer, and 6 months for each of Mr. Patchel and Mr. Wilson, and (b) one month for each year of
continuous employment, with such number not to exceed 18 months.

Involuntary Termination Within a Change in Control Period.

If the officer is subject to a termination without cause or a resignation for good reason, or the officer’s employment terminates due to death
or disability, and such termination or resignation occurs within 3 months
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prior to or 12 months after a change in control, then (A) the officer will receive a lump sum cash severance payment equal to (i) a number of months of
his or her then-current base salary, (ii) a prorated portion of his or her annual target bonus, and (iii) 18 months for Mr. Budman, and 12 months for each
of Mr. Patchel and Mr. Wilson, of the monthly premium for COBRA coverage for the officer and his or her eligible dependents, and (B) one hundred
percent (100%) of the shares subject to each then-outstanding equity award subject to time-based vesting held by the officer shall become fully vested,
and the level of achievement of performance goals applicable to each then-outstanding equity award subject to performance-based vesting held by the
officer shall be deemed to equal the greater of (i) the target level of achievement and (ii) the actual level of achievement, to the extent determinable. The
number of months used to calculate the severance payment will be 18 months for Mr. Budman, as Chief Executive Officer, and the greater of (a) 12
months for each of Mr. Patchel and Mr. Wilson, and (ii) one month for each year of continuous employment, with such number not to exceed 18 months.

Receipt of the severance benefits is contingent upon the officer’s execution and non-revocation of a general release of claims and, if
requested by our Board of Directors, resignation from the Board of Directors. The definitions of relevant terms are set forth in the severance and change
in control agreement.

Equity Plans

2021 Equity Incentive Plan

Our Board of Directors adopted our 2021 Equity Incentive Plan (the 2021 Plan) in October 2021 and it was approved by our stockholders in
October 2021. Our 2021 Plan will become effective immediately upon the effective date of the registration statement of which this prospectus is a part.
Our 2021 Plan is intended to replace our 2011 Plan (described below). However, awards outstanding under our 2011 Plan will continue to be governed
by their existing terms. Our 2021 Plan has the features described below.

Share Reserve. The number of shares of our common stock available for issuance under our 2021 Plan equals the sum of 5,262,500 shares
plus up to approximately 13,818,000 shares subject to awards granted under our 2011 Plan that expire, forfeit or are repurchased following the effective
date of the 2021 Plan. The number of shares reserved for issuance under our 2021 Plan will be increased automatically on the first business day of each
of our fiscal years, commencing in 2022 and ending in 2031, by a number equal to the least of:
 

 •  4,784,100 shares;
 

 •  5% of the shares of common stock outstanding on the last business day of the prior fiscal year; or
 

 •  the number of shares determined by our Board of Directors.

In general, to the extent that any awards under our 2021 Plan are forfeited, terminate, expire or lapse without the issuance of shares, or if we
reacquire the shares subject to awards granted under our 2021 Plan, those shares will again become available for issuance under our 2021 Plan, as will
shares applied to pay the exercise or purchase price of an award or to satisfy tax withholding obligations related to any award.

Administration. The Compensation Committee of our Board of Directors will administer our 2021 Plan. The Compensation Committee will
have complete discretion to make all decisions relating to our 2021 Plan and outstanding awards, with the exception of repricing outstanding options.

Eligibility. Employees, non-employee directors, consultants and advisors will be eligible to participate in our 2021 Plan.

Under our 2021 Plan, the aggregate grant date fair value of awards granted to our non-employee directors may not exceed $1,000,000 in any
one fiscal year, except that the grant date fair value of awards
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granted to newly appointed non-employee directors may not exceed $2,000,000 in the fiscal year in which such non-employee director is initially
appointed to our Board of Directors. Neither (i) awards granted to an individual while they were an employee or consultant, but not a non-employee
director, nor (ii) awards granted pursuant to a non-employee director’s election to receive awards in lieu of cash retainers or other fees shall count
towards this limitation.

Types of Awards. Our 2021 Plan provides for the following types of awards:
 
 •  incentive and nonstatutory stock options;
 
 •  stock appreciation rights;
 
 •  restricted shares; and
 
 •  restricted stock units.

Options and Stock Appreciation Rights. The exercise price for options granted under our 2021 Plan may generally not be less than 100% of
the fair market value of our common stock on the grant date. Optionees will be permitted to pay the exercise price in cash or, with the consent of the
Compensation Committee:
 
 •  with shares of common stock that the optionee already owns;
 
 •  by an immediate sale of shares through a broker approved by us;
 
 •  by instructing us to withhold a number of shares having an aggregate fair market value that does not exceed the exercise price; or
 
 •  by other methods permitted by applicable law.

An optionee who exercises a stock appreciation right receives the increase in value of our common stock over the base price. The base price
for stock appreciation rights may generally not be less than 100% of the fair market value of our common stock on the grant date. The settlement value
of a stock appreciation right may be paid in cash, shares of our common stock or a combination.

Options and stock appreciation rights vest as determined by the Compensation Committee. In general, they will vest over a four-year period
following the date of grant based on the optionee’s continued service with us, but may also vest subject to performance-based or such other conditions as
the Compensation Committee may determine. Options and stock appreciation rights expire at the time determined by the Compensation Committee but
in no event more than ten years after they are granted. These awards generally expire earlier if the participant’s service terminates earlier.

Restricted Shares and Stock Units. Restricted shares and stock units may be awarded under our 2021 Plan in return for any lawful
consideration, and participants who receive restricted shares or stock units generally are not required to pay cash for their awards. In general, these
awards will be subject to vesting. Vesting may be based on length of service, the attainment of performance-based milestones or a combination of both,
as determined by the Compensation Committee.

Corporate Transactions. In the event we are a party to a merger, consolidation or certain change in control transactions, outstanding awards
granted under our 2021 Plan, and all shares acquired under our 2021 Plan, will be subject to the terms of the definitive transaction agreement (or, if there
is no such agreement, as determined by our Compensation Committee). Unless an award agreement provides otherwise, such treatment may include any
of the following with respect to each outstanding award:
 
 •  the continuation, assumption or substitution of an award by a surviving entity or its parent;
 
 •  the cancellation of an award without payment of any consideration, provided that the optionee shall be notified of such treatment;
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•  the cancellation of the vested portion of an award (and any portion that becomes vested as of the effective time of the transaction) in

exchange for a payment equal to the excess, if any, of the value that the holder of each share of our common stock receives in the
transaction over (if applicable) the exercise price otherwise payable in connection with the award; or

 
 •  the assignment of any reacquisition or repurchase rights held by us with respect to an award of restricted shares to the surviving entity

or its parent (with proportionate adjustments made to the price per share to be paid upon exercise of such rights).

The Compensation Committee is not required to treat all awards, or portions thereof, in the same manner.

Unless determined otherwise by the administrator at the time of grant of an award, all outstanding awards held by current service providers
at the time of occurrence of a change in control will fully accelerate and vest if they are not continued, assumed or substituted by the acquirer.

Notwithstanding the foregoing, the vesting of an outstanding award may be accelerated by the administrator upon the occurrence of a
change in control, whether or not the award is to be assumed or replaced in the transaction, or in connection with a termination of service following a
change in control transaction.

A change in control includes:
 
 •  any person acquiring beneficial ownership of more than 50% of our total voting power;
 
 •  the sale or other disposition of all or substantially all of our assets; or
 
 •  our merger or consolidation after which our voting securities represent 50% or less of the total voting power of the surviving or

acquiring entity.

Changes in Capitalization. In the event of certain changes in our capital structure without our receipt of consideration, such as a stock split,
reverse stock split or dividend paid in common stock, proportionate adjustments will automatically be made to:
 
 •  the maximum number and kind of shares available for issuance under our 2021 Plan, including the maximum number and kind of

shares that may be issued upon the exercise of incentive stock options;
 
 •  the maximum number and kind of shares covered by, and exercise price, base price or purchase price, if any, applicable to each

outstanding stock award; and
 
 •  the maximum number and kind of shares by which the share reserve may increase automatically each year.

In the event that there is a declaration of an extraordinary dividend payable in a form other than our common stock in an amount that has a
material effect on the price of our common stock, a recapitalization, a spin-off or a similar occurrence, the Compensation Committee may make such
adjustments to any of the foregoing as it deems appropriate, in its sole discretion.

Amendments or Termination. Our Board of Directors may amend, suspend or terminate our 2021 Plan at any time. If our Board of Directors
amends our 2021 Plan, it does not need stockholder approval of the amendment unless required by applicable law, regulation or rules. Our 2021 Plan
will terminate automatically 10 years after the date on which our stockholders approve the plan.
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2011 Stock Plan

Our Board of Directors adopted our 2011 Plan in September 2011, and it was subsequently and timely approved by our stockholders. No
further awards will be made under our 2011 Plan after this offering; however, awards outstanding under our 2011 Plan will continue to be governed by
their existing terms.

Share Reserve. As of June 30, 2021, we have reserved 14,220,000 shares of our common stock for issuance under our 2011 Plan, all of
which may be issued as incentive stock options. On August 30, 2021, our Board of Directors approved an increase in the number of authorized shares
reserved under our 2011 Plan by 180,000 shares (for a total reserve of 14,400,000 shares). As of June 30, 2021, after giving effect to the reclassification
of all outstanding shares of our common stock into an equivalent number of our Class B common stock and the filing and effectiveness of our Amended
and Restated Certificate of Incorporation in Delaware, options to purchase 13,230,932 shares of our Class B common stock, at exercise prices ranging
from $0.21 to $8.09 per share, or a weighted-average exercise price of $3.02 per share were outstanding under our 2011 Plan, and 522,349 shares of our
common stock remained available for future issuance. Unissued shares subject to awards that expire or are cancelled, shares reacquired by us and shares
withheld in payment of the purchase price or exercise price of an award or in satisfaction of withholding taxes will again become available for issuance
under our 2011 Plan or, following consummation of this offering, under our 2021 Plan.

Administration. Our Board of Directors, and Compensation Committee since its formation in October 2020, has administered our 2011 Plan
since its adoption. The administrator has complete discretion to make all decisions relating to our 2011 Plan and outstanding awards.

Eligibility. Employees, non-employee members of our Board of Directors and consultants are eligible to participate in our 2011 Plan.
However, only employees are eligible to receive incentive stock options. Any employee who owns more than 10% of the total combined voting power
of all classes of outstanding stock of the Company shall not be eligible to receive incentive stock options unless (i) the exercise price is at least 110% of
the fair market value of a share on the date of grant and (ii) such incentive stock option by its terms is not exercisable after the expiration of five years
from the date of grant. For purposes of determining stock ownership, the attribution rules of Code Section 424(d) shall be applied.

Types of Awards. Our 2011 Plan provides for the following types of awards granted with respect to shares of our common stock:
 
 •  incentive and nonstatutory stock options to purchase shares of our common stock; and
 
 •  direct award or sale of shares of our common stock, including restricted shares.

Options. The exercise price for options granted under our 2011 Plan is determined by our Board of Directors, but may not be less than 100%
of the fair market value of our common stock on the grant date. Optionees may pay the exercise price in cash or cash equivalents or by one, or any
combination of, the following forms of payment, as permitted by the administrator in its sole discretion:
 
 •  surrender of shares of common stock that the optionee already owns;
 
 •  delivery of a full-recourse promissory note, with the option shares pledged as security against the principal and accrued interest on the

note;
 
 •  an immediate sale of the option shares through a company-approved securities broker, if the shares of our common stock are publicly

traded;
 

 
•  surrendering a number of vested shares subject to the option having an aggregate fair market value no greater than the aggregate

exercise price, or the sum of such exercise price plus all or a portion of the minimum amount required to be withheld under applicable
law; or

 
 •  other methods permitted by the Delaware General Corporation Law, as amended.
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Options vest as determined by the administrator. Options expire at the time determined by the administrator, but in no event more than ten
years after they are granted, and generally expire earlier if the optionee’s service terminates.

Restricted Shares. Restricted shares may be awarded or sold under our 2011 Plan in return for cash or cash equivalents or, as permitted by
the administrator in its sole discretion, in exchange for services rendered to us, by delivery of a full-recourse promissory note or through any other
means permitted by applicable law. Restricted shares vest as determined by the administrator.

Corporate Transactions. In the event that we are a party to a merger or consolidation or in the event of a sale of all or substantially all of our
stock or assets, awards granted under our 2011 Plan will be subject to the agreement governing such transaction or, in the absence of such agreement, in
the manner determined by the administrator. Such treatment may include, without limitation, one or more of the following with respect to outstanding
awards:
 
 •  the continuation, assumption or substitution of an award by the surviving entity or its parent;
 
 •  cancellation of the vested portion of the award in exchange for a payment equal to the excess, if any, of the value of the shares subject

to the award over any exercise price per share applicable to the award;
 
 •  cancellation of the award without payment of any consideration;
 
 •  suspension of the optionee’s right to exercise the option during a limited period of time preceding the completion of the transaction; or
 
 •  termination of any right the optionee has to exercise the option prior to vesting in the shares subject to the option.

The administrator is not obligated to treat all awards in the same manner. The administrator has the discretion, at any time, to provide that an
award under our 2011 Plan will vest on an accelerated basis in connection with a corporate transaction or to amend or modify an award so long as such
amendment or modification is not inconsistent with the terms of the 2011 Plan or would not result in the impairment of a participant’s rights without the
participant’s consent.

Changes in Capitalization. In the event of certain specified changes in the capital structure of our common stock, such as a stock split,
reverse stock split, stock dividend, reclassification or any other increase or decrease in the number of issued shares of stock effective without receipt of
consideration by us, proportionate adjustments will automatically be made in (i) each of the number and kind of shares available for future grants under
our 2011 Plan, (ii) the number and kind of shares covered by each outstanding option and all restricted shares, (iii) the exercise price per share subject to
each outstanding option and (iv) any repurchase price applicable to shares granted under our 2011 Plan. In the event of an extraordinary cash dividend
that has a material effect on the fair market value of our common stock, a recapitalization, spin-off or other similar occurrence, the administrator at its
sole discretion may make appropriate adjustments to one or more of the items described above.

Amendments or Termination. The administrator may at any time amend, suspect or terminate our 2011 Plan, subject to stockholder approval
in the case of an amendment if the amendment increases the number of shares available for issuance or materially changes the class of persons eligible
to receive incentive stock options. Our 2011 Plan will terminate automatically ten years after the later of the date when our Board of Directors adopted
the plan or the date when our Board of Directors most recently approved an increase in the number of shares reserved thereunder which was also
approved by our stockholders, provided, however, that in any event, it will terminate upon the completion of this offering, but as noted above, awards
outstanding under our 2011 Plan will remain outstanding and will continue to be governed by their existing terms.
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Employee Stock Purchase Plan

General. Our Board of Directors adopted our 2021 ESPP in October 2021 and it was approved by our stockholders in October 2021. Our
2021 ESPP will become effective upon the effectiveness of the registration statement of which this prospectus is a part. Our 2021 ESPP is intended to
qualify under Section 423 of the Internal Revenue Code. Our 2021 ESPP has the features described below.

Share Reserve. 956,800 shares of our common stock have been reserved for issuance under our 2021 ESPP. The number of shares reserved
for issuance under our 2021 ESPP will automatically be increased on the first business day of each of our fiscal years, commencing in 2022 and ending
in 2041, by a number equal to the least of:
 
 •  1,913,630 shares;
 
 •  2% of the shares of common stock outstanding on the last business day of the prior fiscal year; or
 
 •  the number of shares determined by our Board of Directors.

The number of shares reserved under our 2021 ESPP will automatically be adjusted in the event of a stock split, stock dividend or a reverse
stock split (including proportionate adjustments to the number of shares subject to outstanding purchase rights and the number of shares in the ESPP’s
evergreen formula).

Administration. The Compensation Committee will administer our 2021 ESPP.

Eligibility. All of our employees will be eligible to participate in our ESPP, although the administrator may exclude certain categories of
employees from an offering period, as permitted by applicable law, including employees employed for less than two years, working 20 hours or less per
week, who are employed five months or less per year, or are highly compensated employees. Eligible employees may begin participating in our 2021
ESPP at the start of any offering period.

Offering Periods. Unless changed by the Compensation Committee, each offering period will generally last 24 months (and may not last
longer than 27 months). A new offering period will begin periodically, as determined by the Compensation Committee. Offering periods may overlap or
may be consecutive. The Company intends for the first offering period to commence immediately upon the effectiveness of this offering.

Amount of Contributions. Our 2021 ESPP will permit each eligible employee to purchase common stock through payroll deductions. Each
employee’s payroll deductions may not exceed 50% of the employee’s cash compensation. Each participant may purchase up to the number of shares
determined by our Board of Directors on any purchase date, subject to the share limit established by the Board of Directors prior to the start of the
offering period in which the purchase occurs. The value of the shares purchased in any calendar year is subject to a federal tax law limitation of $25,000.
Participants may withdraw their contributions at any time before stock is purchased.

Purchase Price. The price of each share of common stock purchased under our 2021 ESPP will not be less than 85% of the lower of the fair
market value per share of common stock on the first day of the applicable offering period or the fair market value per share of common stock on the
purchase date.

Other Provisions. Employees may end their participation in our 2021 ESPP at any time. Participation ends automatically upon termination
of employment with us. If we experience a change in control, our 2021 ESPP will end and shares will be purchased with the payroll deductions
accumulated to date by participating employees, unless the rights to purchase our common stock under the 2021 ESPP for an offering period then in
progress are continued, assumed or substituted by the surviving entity. Our Board of Directors or our Compensation Committee may amend or terminate
our 2021 ESPP at any time.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

The following is a description of transactions since January 1, 2018 to which we have been a party in which the amount involved exceeded
$120,000 and in which any of our executive officers, directors or beneficial holders of more than 5% of our capital stock (or any immediate family
member of, or person sharing the household with, any of these individuals or entities) had or will have a direct or indirect material interest, other than
compensation arrangements which are described in “Management—Director Compensation” and “Executive Compensation.”

Indemnification Agreements

We have entered, and intend to continue to enter, into separate indemnification agreements with each of our directors and executive officers,
in addition to the indemnification provided for in our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws. The
indemnification agreements and our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws that will be in effect upon
the completion of this offering require us to indemnify our directors, executive officers and certain controlling persons to the fullest extent permitted by
Delaware law. See the section titled “Executive Compensation—Limitation of Liability and Indemnification” elsewhere in this prospectus for additional
information.

Financings

Sale of Convertible Notes (SAFEs)

In August, 2021, we issued $10.0 million of convertible notes (which we also refer to as a Simple Agreement for Future Equity agreement
(SAFE)) in a private financing round. Upon the completion of this offering, the convertible notes will automatically convert into shares of Class A
common stock of the Company at a per share price of $16.00, which is the midpoint of the estimated price range set forth on the cover page of this
prospectus.

The following table summarizes purchases of the convertible notes by a beneficial holder of more than 5% of our capital stock.
 

   Simple Agreement for Future Equity  

Purchaser   

Number of shares of
Class A Common 

Stock
issuable upon the

conversion of
convertible notes    

Principal Amount
($)  

TMT Investments PLC     $ 2,000,000 
Total     $ 2,000,000 

See the section titled “Management’s Discussion and Analysis of Financial Conditions and Results of Operations —Liquidity and Capital Resources”
elsewhere in this prospectus for additional information.

Related Party Transaction Policy

Our Audit Committee has the primary responsibility for the review, approval and oversight of any “related person transaction,” which is any
transaction, arrangement, or relationship (or series of similar transactions, arrangements, or relationships) in which we are, were, or will be a participant
and the amount involved exceeds $120,000, and in which the related person had, has, or will have a direct or indirect material interest. We intend to
adopt a written related person transaction policy to be effective upon the completion of this offering. Under our related person transaction policy, our
management will be required to submit any related person transaction not previously approved or ratified by our Audit Committee or Board of
Directors. In
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approving or rejecting the proposed transactions, our Audit Committee will take into account all of the relevant facts and circumstances available. Our
Audit Committee will approve only those transactions that, as determined by our Audit Committee, are in, or are not inconsistent with, our best interests
and the best interests of our stockholders.

Although we have not had a written policy until shortly before this offering for the review and approval of transactions with related persons,
our Board of Directors has historically reviewed and approved any transaction where a director or officer had a financial interest, including the
transactions described above. Prior to approving such a transaction, the material facts as to a director’s or officer’s relationship or interest as to the
agreement or transaction were disclosed to our Board of Directors. Our Board of Directors would take this information into account when evaluating the
transaction and in determining whether such transaction was fair to us and in the best interest of all of our stockholders.
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PRINCIPAL STOCKHOLDERS

The following table sets forth information with respect to the beneficial ownership of our Class B common stock as of September 30, 2021
and as adjusted to reflect the sale of Class A common stock offered by us in this offering, for:
 
 •  each of our executive officers;
 
 •  each of our directors;
 
 •  all of our executive officers and directors as a group; and
 
 •  each person, or group of affiliated persons, who is known by us to beneficially own more than 5% of our common stock.

We have determined beneficial ownership in accordance with the rules of the Securities and Exchange Commission. Except as indicated in
the footnotes below, we believe, based on the information furnished to us, that the persons and entities named in the table below have sole voting and
investment power with respect to all shares of common stock that they beneficially own, subject to applicable community property laws.

Applicable percentage ownership is based on 22,295,893 shares of Class B common stock and no shares of Class A common stock
outstanding as of September 30, 2021, after giving effect to the conversion of all outstanding shares of preferred stock as of that date into an aggregate
of 3,359,195 shares of our Class B common stock, the reclassification of all outstanding shares of our common stock into an equivalent number of our
Class B common stock and the filing and effectiveness of our Amended and Restated Certificate of Incorporation in Delaware. For purposes of
computing percentage ownership after this offering, we have assumed that (i) 6,250,000 shares of Class A common stock will be issued by us in this
offering; (ii) the underwriters will not exercise their option to purchase up to 937,500 additional shares; (iii) the issuance and automatic conversion of
convertible notes (which we also refer to as a Simple Agreement for Future Equity agreement (SAFE)) into 727,371 shares of Class A common stock
(based on an assumed initial public offering price of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover page of
this prospectus) has not occurred and (iv) none of our executive officers, directors or stockholders who beneficially own more than five percent of our
common stock will participate in this offering. In computing the number of shares of common stock beneficially owned by a person or entity and the
percentage ownership of that person or entity, we deemed to be outstanding all shares of common stock subject to options held by that person or entity
that are currently exercisable or that will become exercisable within 60 days of September 30, 2021. We did not deem these shares outstanding, however,
such shares were included for the purpose of computing the percentage ownership of any other person or entity.
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Unless otherwise indicated, the address of each beneficial owner listed in the table below is c/o Backblaze, Inc., 500 Ben Franklin Ct, San
Mateo, CA 94401.
 

   
Class B Shares Beneficially Owned

Prior to this Offering  

 

% of Total
Voting
Power

Before Our
Initial
Public

Offering(1)   

% of Total
Voting

Power After
Our Initial

Public
Offering(1)  Name of Beneficial Owner   Shares    Percentage  

Executive Officers and Directors:       
Gleb Budman    2,906,510    13.0%   13.0%   12.7% 
Frank Patchel(2)    127,105    0.6%   0.6%   0.6% 
Brian Wilson    2,890,321    13.0%   13.0%   12.6% 
Timothy Nufire    2,890,321    13.0%   13.0%   12.6% 
Jocelyn Carter-Miller(3)    34,200    0.2%   0.2%   0.1% 
Barbara Nelson(4)    34,200    0.2%   0.2%   0.1% 
Earl E. Fry(5)    34,200    0.2%   0.2%   0.1% 
Evelyn D’An(6)    34,200    0.2%   0.2%   0.1% 
All executive officers and directors as a group

(8 persons)(7)    8,951,057    39.7%   39.7%   38.6% 
Other 5% Stockholders:       
TMT Investments PLC(8)    3,594,049    16.1%   16.1%   15.7% 
Charles Jones    2,829,121    12.7%   12.7%   12.3% 
Kwok Hang Ng    2,890,321    13.0%   13.0%   12.6% 
 
* Represents beneficial ownership of less than one percent.
(1) Percentage of total voting power represents voting power with respect to all shares of our Class A and Class B common stock, as a single class.

The holders of our Class B common stock are entitled to 10 votes per share, and holders of our Class A common stock are entitled to one vote per
share. For more information about the voting rights of our Class A and Class B common stock, see “Description of Capital Stock—Common
Stock.”

(2) Consists of 127,105 shares of Class B common stock issuable upon exercise of options exercisable within 60 days of September 30, 2021.
(3) Consists of 34,200 shares of Class B common stock issuable upon early exercise of options, which are subject to a lapsing right of repurchase.
(4) Consists of 34,200 shares of Class B common stock issuable upon early exercise of options, which are subject to a lapsing right of repurchase.
(5) Consists of 34,200 shares of Class B common stock issuable upon early exercise of options, which are subject to a lapsing right of repurchase.
(6) Consists of 34,200 shares of Class B common stock issuable upon early exercise of options, which are subject to a lapsing right of repurchase.
(7) Consists of (i) 8,687,152 shares of Class B common stock beneficially owned by our directors and executive officers and (ii) 263,905 shares of

Class B common stock issuable to our directors and executive officers upon exercise of outstanding stock options within 60 days of September 30,
2021.

(8) Consists of 3,594,049 shares of Class B common stock held directly by TMT Investments PLC (TMT). The principal business address of TMT is
Queensway House, Hilgrove Street, St Helier, Jersey JE1 1ES.
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DESCRIPTION OF CAPITAL STOCK

The following descriptions of our capital stock and certain provisions of our Amended and Restated Certificate of Incorporation and
Amended and Restated Bylaws are summaries and are qualified by reference to the Amended and Restated Certificate of Incorporation and the amended
and restated bylaws that will be in effect upon completion of this offering. A description of our capital stock and the material terms and provisions of our
Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws that will be in effect upon the completion of this offering and
affecting the rights of holders of our capital stock is set forth below. The forms of our Amended and Restated Certificate of Incorporation and our
Amended and Restated Bylaws to be adopted in connection with this offering are filed as exhibits to the registration statement relating to this
prospectus.

Upon the completion of this offering, our Amended and Restated Certificate of Incorporation will authorize shares of undesignated preferred
stock, the rights, preferences and privileges of which may be designated from time to time by our Board of Directors.

Upon the completion of this offering, our authorized capital stock will consist of 160,000,000 shares, all with a par value of $0.0001 per
share, of which:
 
 •  113,000,000 shares are designated Class A common stock;
 
 •  37,000,000 shares are designated Class B common stock; and
 
 •  10,000,000 shares are designated preferred stock.

As of June 30, 2021, and after giving effect to the automatic conversion of all of our outstanding preferred stock into Class B common stock
in connection with this offering, the reclassification of all outstanding shares of our common stock into an equivalent number of shares of our Class B
common stock, and excluding the automatic conversion of convertible notes (which we also refer to as a Simple Agreement for Future Equity agreement
(SAFE)) into 727,371 shares of Class A common stock (based on an assumed initial public offering price of $16.00 per share, which is the midpoint of
the estimated price range set forth on the cover page of this prospectus), as if such conversion and reclassification had occurred immediately prior to the
completion of this offering, there were outstanding:
 
 •  no shares of our Class A common stock;
 
 •  22,295,893 shares designated as Class B common stock held of record by 77 stockholders; and
 
 •  13,230,932 shares of our Class B common stock issuable upon exercise of outstanding stock options.

Common Stock

We have two classes of authorized common stock: Class A common stock and Class B common stock. The rights of the holders of Class A
common stock and Class B common stock are identical, except with respect to voting, conversion and transfer rights.

Dividend Rights

Subject to preferences that may apply to shares of preferred stock outstanding at the time, the holders of outstanding shares of our common
stock are entitled to receive dividends out of funds legally available if our Board of Directors, in its discretion, determines to issue dividends and only
then at the times and in the amounts that our Board of Directors may determine. See “Dividend Policy” for more information.
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Voting Rights

The holders of our Class B common stock are entitled to 10 votes per share, and holders of our Class A common stock are entitled to one
vote per share. The holders of our Class A common stock and Class B common stock vote together as a single class, unless otherwise required by law.
Delaware law or Amended and Restated Certificate of Incorporation could require either holders of our Class A common stock or our Class B common
stock to vote separately as a single class in the following circumstances:
 

 
•  if we were to seek to amend our Amended and Restated Certificate of Incorporation to increase the authorized number of shares of a

class of stock, or to increase or decrease the par value of a class of stock, then that class would be required to vote separately to
approve the proposed amendment; and

 

 
•  if we were to seek to amend our Amended and Restated Certificate of Incorporation in a manner that alters or changes the powers,

preferences or special rights of a class of stock in a manner that affected its holders adversely, then that class would be required to vote
separately to approve the proposed amendment.

The holders of common stock will not have cumulative voting rights in the election of directors. Accordingly, holders of a majority of the
voting power of the shares of common stock entitled to vote in any election of directors may elect all of the directors standing for election. Except for
the election of directors, if a quorum is present, an action on a matter is approved if it receives the affirmative vote of the holders of a majority of the
voting power of the shares of capital stock present in person or represented by proxy at the meeting and entitled to vote on the matter, unless otherwise
required by applicable law, the Delaware General Corporation Law, our Amended and Restated Certificate of Incorporation or our Amended and
Restated Bylaws. The election of directors will be determined by a plurality of the votes cast in respect of the shares present in person or represented by
proxy at the meeting and entitled to vote, meaning that the nominees with the greatest number of votes cast, even if less than a majority, will be elected.
The rights, preferences and privileges of holders of common stock are subject to, and may be impacted by, the rights of the holders of shares of any
series of preferred stock that we may designate and issue in the future.

No Preemptive or Similar Rights

Our common stock is not entitled to preemptive rights and is not subject to conversion, redemption or sinking fund provisions.

Right to Receive Liquidation Distributions

Upon our dissolution, liquidation or winding-up, the assets legally available for distribution to our stockholders are distributable ratably
among the holders of our common stock, subject to prior satisfaction of all outstanding debt and liabilities and the preferential rights and payment of
liquidation preferences, if any, on any outstanding shares of preferred stock.

Conversion of our Class B Common Stock

Each share of our Class B common stock is convertible at any time at the option of the holder into one share of our Class A common stock.
Each share of our Class B common stock will convert automatically into one share of our Class A common stock upon any transfer, whether or not for
value, except certain transfers to entities, including certain charities and foundations, to the extent the transferor retains sole dispositive power and
exclusive voting control with respect to the shares of Class B common stock, and certain other transfers described in our Amended and Restated
Certificate of Incorporation. Upon the death of each holder of Class B common stock who is a natural person, the Class B common stock held by that
person or his or her permitted estate planning entities will convert automatically into Class A common stock.
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In addition, all shares of Class B common stock will automatically convert into shares of Class A common stock on the earlier of (i) the
seven-year anniversary of the closing date of this offering, (ii) the date on which the number of outstanding shares of Class B common stock represents
less than 10% of the aggregate combined number of outstanding shares of Class A common stock and Class B common stock, or (iii) the date specified
by a vote of the holders of a majority of the then outstanding shares of Class B common stock.

Once transferred and converted into Class A common stock, the Class B common stock will not be reissued.

Preferred Stock

Upon the completion of this offering, no shares of preferred stock will be outstanding, but we will be authorized, subject to limitations
prescribed by Delaware law, to issue preferred stock in one or more series, to establish from time to time the number of shares to be included in each
series and to fix the designation, powers, preferences, and rights of the shares of each series and any associated qualifications, limitations, or restrictions.
Our Board of Directors also can increase or decrease the number of shares of any series, but not below the number of shares of that series then
outstanding, without any further vote or action by our stockholders. Our Board of Directors may authorize the issuance of preferred stock with voting or
conversion rights that could adversely affect the voting power or other rights of the holders of the common stock. The issuance of preferred stock, while
providing flexibility in connection with possible acquisitions and other corporate purposes, could, among other things, have the effect of delaying,
deferring or preventing a change in control of our company and may adversely affect the market price of our common stock and the voting and other
rights of the holders of common stock. We have no current plan to issue any shares of preferred stock.

Options

As of June 30, 2021, after giving effect to the reclassification of all outstanding shares of our common stock into an equivalent number of
our Class B common stock and the filing and effectiveness of our Amended and Restated Certificate of Incorporation in Delaware, there were options to
purchase 13,230,932 shares of our Class B common stock outstanding, all of which were subject to options granted under our 2011 Plan.

Registration Rights

Following the completion of this offering, the holders of 4,066,595 shares of our Class B common stock will be entitled to contractual rights
to require us to register the Class A common stock issuable upon the conversion of those shares under the Securities Act. These registration rights are
provided under the terms of our amended and restated investors’ rights agreement between us and the holders of these shares, which we entered into on
July 29, 2013.

We will pay all expenses relating to any demand or piggyback registration described below, including reasonable fees and disbursements of
one counsel for the selling holders, but excluding underwriting discounts, selling commissions and stock transfer taxes applicable to the sale of our
common stock, and fees and disbursements of counsel for any individual holder. The registration rights terminate upon the earliest to occur of: (i) the
third anniversary of the completion of this offering; (ii) a liquidation, dissolution or winding up of the corporation; or (iii) with respect to the registration
rights of an individual holder, such time as Rule 144 or another similar exemption under the Securities Act is available for the sale of all of such holder’s
shares without limitation during a three-month period without registration.

Demand Registration Rights

The holders of the registrable securities will be entitled to certain demand registration rights. At any time beginning six months following
the effectiveness of this offering, the holders of 30% or more of the registrable securities then outstanding may make a written request that we register
some or all of their registrable securities, subject to certain specified conditions and exceptions. We are required to use commercially reasonable efforts
to effect the registration. Such request for registration must cover securities with an aggregate offering price of at least $15,000,000, net of selling
expenses. We are not obligated to effect more than one of these registrations.
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Piggyback Registration Rights

In connection with this offering, holders of our registrable securities were entitled to, and the necessary percentage of holders waived, their
rights to notice of this offering and to include their registrable securities in this offering. If we propose to register any of our securities under the
Securities Act either for our own account or for the account of other stockholders in another offering, the holders of shares having registration rights
will, subject to certain exceptions, be entitled to include their shares in our registration statement, provided that the underwriters of any such offering
have the right to limit the number of shares included in the registration. These registration rights are subject to specified other conditions and limitations
as set forth in our amended and restated investors’ rights agreement.

Form S-3 Registration Rights

At any time after we are qualified to file a registration statement on Form S-3, and subject to limitations and conditions specified in the
amended and restated investors’ rights agreement, the holders of 30% or more of the registrable securities then outstanding may make a written request
that we prepare and file a registration statement on Form S-3 under the Securities Act covering their shares, so long as the aggregate price to the public
is at least $5,000,000, net of selling expenses. We are not obligated to effect more than two of these Form S-3 registrations in any 12-month period. Such
holders will pay pro rata all expenses related to filing a registration statement on Form S-3.

Anti-Takeover Provisions

Delaware Law

Upon the completion of this offering, we will be governed by the provisions of Section 203 of the Delaware General Corporation Law
regulating corporate takeovers. This section prevents some Delaware corporations from engaging, under some circumstances, in a business combination,
which includes a merger or sale of at least 10% of the corporation’s assets with any interested stockholder, meaning a stockholder who, together with
affiliates and associates, owns or, within three years prior to the determination of interested stockholder status, did own 15% or more of the corporation’s
outstanding voting stock, unless:
 
 •  the transaction is approved by the board of directors prior to the time that the interested stockholder became an interested stockholder;
 

 

•  upon closing of the transaction that resulted in the stockholder becoming an interested stockholder, the interested stockholder owned
at least 85% of the voting stock of the corporation outstanding at the time the transaction began, excluding for purposes of
determining the voting stock outstanding those shares owned (i) by persons who are directors and also officers and (ii) employee stock
plans in which employee participants do not have the right to determine confidentially whether shares held subject to the plan will be
tendered in a tender or exchange offer; or

 

 
•  subsequent to such time that the stockholder became an interested stockholder the business combination is approved by the board of

directors and authorized at an annual or special meeting of stockholders by at least two-thirds of the outstanding voting stock which is
not owned by the interested stockholder.

A Delaware corporation may “opt out” of these provisions with an express provision in its original certificate of incorporation or an express
provision in its certificate of incorporation or amended and restated bylaws resulting from a stockholders’ amendment approved by at least a majority of
the outstanding voting shares. We have not opted out of these provisions. As a result, mergers or other takeover or change in control attempts of us may
be discouraged or prevented.
 

135



Table of Contents

Certificate of Incorporation and Bylaw Provisions

Upon the completion of this offering, our Amended and Restated Certificate of Incorporation and our Amended and Restated Bylaws will
include a number of provisions that may have the effect of deterring hostile takeovers or delaying or preventing changes in control of our management
team, including the following:
 

 

•  Dual class stock. As described above in “—Common Stock—Voting Rights,” our Amended and Restated Certificate of Incorporation
will provide for a dual class common stock structure pursuant to which holders of our Class B common stock will have the ability to
control the outcome of matters requiring stockholder approval, even if they own significantly less than a majority of the shares of our
outstanding Class A and Class B common stock, including the election of directors and significant corporate transactions, such as a
merger or other sale of our company or its assets. Current investors, executives, and employees will have the ability to exercise
significant influence over those matters.

 

 

•  Separate Class B vote for certain transactions. Any transaction that would result in a change in control of our company will require
the approval of a majority of our outstanding Class B common stock voting as a separate class. This provision could delay or prevent
the approval of a change in control that might otherwise be approved by a majority of outstanding shares of our Class A and Class B
common stock voting together on a combined basis.

 

 

•  Board of Directors vacancies. Our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws will
authorize our Board of Directors to fill vacant directorships, including newly-created seats. In addition, the number of directors
constituting our Board of Directors will be set only by resolution adopted by a majority vote of our entire board of directors. These
provisions will prevent a stockholder from increasing the size of our Board of Directors and gaining control of our Board of Directors
by filling the resulting vacancies with its own nominees.

 

 

•  Classified board. Our Board of Directors is classified into three classes of directors with staggered three-year terms. For the first 12
months after their initial appointment or election, directors may be removed with or without cause by stockholders holding a majority
of the outstanding voting power. After 12 months, directors will only be removed from office for cause. The existence of a classified
board could delay a successful tender offeror from obtaining majority control of our Board of Directors, and the prospect of that delay
might deter a potential offeror.

 

 

•  Stockholder action; special meeting of stockholders. Our Amended and Restated Certificate of Incorporation provides that
stockholders will not be able to take action by written consent, and will only be able to take action at annual or special meetings of our
stockholders. Stockholders will not be permitted to cumulate their votes for the election of directors. Our Amended and Restated
Certificate of Incorporation further provides that special meetings of our stockholders may be called by a majority of our Board of
Directors, stockholders holding at least 6,300,000 shares of our Class B common stock or the Chairperson of our Board of Directors.

 

 

•  Advance notice requirements for stockholder proposals and director nominations. Our Amended and Restated Bylaws will provide
advance notice procedures for stockholders seeking to bring business before our annual meeting of stockholders, or to nominate
candidates for election as directors at any meeting of stockholders. Our Amended and Restated Bylaws will also specify certain
requirements regarding the form and content of a stockholder’s notice. These provisions may preclude our stockholders from bringing
matters before our annual meeting of stockholders or from making nominations for directors at our meetings of stockholders.

 
 •  Issuance of undesignated preferred stock. Our Board of Directors will have, the authority, without further action by the holders of

common stock, to issue up to 10,000,000 shares of undesignated
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preferred stock with rights and preferences, including voting rights, designated from time to time by the Board of Directors. The
existence of authorized but unissued shares of preferred stock will enable our Board of Directors to render more difficult or discourage
an attempt to obtain control of us by means of a merger, tender offer, proxy contest or otherwise.

Choice of Forum

Upon the completion of this offering, our Amended and Restated Certificate of Incorporation will provide that the Court of Chancery of the
State of Delaware will be the exclusive forum for any derivative action or proceeding brought on our behalf; any action asserting a breach of fiduciary
duty owed by any of our directors, officers or other employee to us or our stockholder, creditors or other constituents; any action asserting a claim
against us arising pursuant to the Delaware General Corporation Law, our Amended and Restated Certificate of Incorporation or our Amended and
Restated Bylaws; any action to interpret, apply, enforce, or determine the validity of our Amended and Restated Certificate of Incorporation or our
Amended and Restated Bylaws; any action asserting a claim against us that is governed by the internal affairs doctrine; or any action asserting an
“internal corporate claim” as defined in Section 115 of the DGCL. Our Certificate of Incorporation will also provide that the U.S. federal district courts
will be the exclusive forum for resolving any complaint asserting a cause of action arising under the Securities Act. Some companies that adopted a
similar federal district court forum selection provision were subject to a suit in the Chancery Court of Delaware by stockholders who asserted that the
provision is not enforceable. While the Delaware Supreme Court held that such federal district court forum selection provision was in fact valid, there
can be no assurance that federal courts or other state courts will follow the holding of the Delaware Supreme Court or determine that the our federal
district court forum selection provision should be enforced in a particular case. These choice of forum provisions do not apply to actions brought to
enforce a duty or liability created by the Exchange Act. We intend for the choice of forum provision regarding claims arising under the Securities Act to
apply despite the fact that Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts over all actions brought to enforce
any duty or liability created by the Securities Act or the rules and regulations thereunder. There is uncertainty as to whether a court would enforce such
provision with respect to claims under the Securities Act. Our exclusive forum provision will not relieve us of our duties to comply with the federal
securities laws and the rules and regulations thereunder, and our stockholders will not be deemed to have waived our compliance with these laws, rules
and regulations.

These exclusive forum provisions may limit the ability of our stockholders to bring a claim in a judicial forum that such stockholders find
favorable for disputes with us or our directors, officers or employees, which may discourage such lawsuits against us and our directors, officers and
employees. Alternatively, if a court were to find such provisions contained in our certificate of incorporation to be inapplicable or unenforceable in an
action, we may incur additional costs associated with resolving such action in other jurisdictions, we may incur additional costs associated with
resolving such action in other jurisdictions, which could materially adversely affect our business, financial condition and operating results.

Transfer Agent and Registrar

Upon the completion of this offering, the transfer agent and registrar for our Class A common stock will be American Stock Transfer &
Trust Company, LLC. The transfer agent’s address is 6201 15th Avenue, Brooklyn, NY 11219, and its telephone number is (718) 921-8200.

Listing

After pricing of the offering, we expect that the shares will trade on the NASDAQ Global Market under the symbol “BLZE.”
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SHARES ELIGIBLE FOR FUTURE SALE

Before this offering, there has not been a public market for shares of our Class A common stock. Future sales of substantial amounts of
shares of our Class A common stock, including shares issued upon the exercise of outstanding options, in the public market following this offering or the
possibility of these sales occurring, could cause the prevailing market price for our Class A common stock to fall or impair our ability to raise equity
capital in the future.

Following this offering, we will have outstanding 6,977,371 shares of our Class A common stock, and 22,295,893 shares of our Class B
common stock based on the number of shares outstanding as of June 30, 2021. This includes 6,250,000 shares of Class A common stock that we are
selling in this offering, which shares may be resold in the public market immediately unless purchased by our affiliates, 727,371 shares of Class A
common stock expected to be issued upon the automatic conversion of convertible notes (which we also refer to as a Simple Agreement for Future
Equity agreement (SAFE)) into Class A common stock (based on an assumed initial public offering price of $16.00 per share, which is the midpoint of
the estimated price range set forth on the cover page of this prospectus), and assumes no additional exercise of outstanding options other than as
described elsewhere in this prospectus.

Any shares of Class B common stock that are converted into Class A common stock as described in the section titled “Description of Capital
Stock,” as well as the 727,371 shares of Class A common stock expected to be issued upon the automatic conversion of convertible notes (which we
also refer to as a Simple Agreement for Future Equity agreement (SAFE)) into Class A common stock (based on an assumed initial public offering price
of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover page of this prospectus), will be “restricted securities,” as
that term is defined in Rule 144 under the Securities Act. These restricted securities are eligible for public sale only if they are registered under the
Securities Act or if they qualify for an exemption from registration under Rule 144 or Rule 701 under the Securities Act, which are summarized below.

In addition, we, our executive officers and directors, and substantially all of our security holders have entered into market standoff
agreements with us or lock-up agreements with the underwriters under which they have agreed, subject to specific exceptions described in
“Underwriting,” not to sell any of our capital stock until at least 180 days after the date of this prospectus, other than in the case of shares of Class A
common stock to be issued upon the automatic conversion of our convertible notes (which we also refer to as a Simple Agreement for Future Equity
agreement (SAFE)), as described below. As a result of these agreements and the provisions of our investors’ rights agreement disclosed in “Description
of Capital Stock—Registration Rights,” subject to the provisions of Rule 144 or Rule 701, based on an assumed offering date of November 2, 2021,
6,250,000 shares will be available for sale in the public market as follows:
 
 •  beginning on the date of this prospectus, the 6,250,000 shares of Class A common stock sold in this offering will be immediately

available for sale in the public market, unless purchased by our affiliates;
 

 

•  beginning 90 days after the date of this prospectus, two-thirds of the shares of Class A common stock to be issued upon automatic
conversion of our convertible notes will become eligible for sale in the public market (or 484,914 shares, based on an assumed initial
public offering price of $16.00 per share, which is the midpoint of the estimated price range set forth on the cover page of this
prospectus);

 

 
•  beginning 181 days after the date of this prospectus, unless earlier released, 22,538,350 additional shares will become eligible for sale

in the public market, of which 8,687,153 shares will be held by affiliates and subject to the volume and other restrictions of Rule 144,
as described below; and
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 •  the remainder of the shares will be eligible for sale in the public market from time to time thereafter, subject in some cases to the
volume and other restrictions of Rule 144, as described below.

Of the 13,230,932 shares of our Class B common stock that were subject to stock options outstanding as of June 30, 2021, options to
purchase 7,621,798 shares of Class B common stock were vested as of such date and the Class B common stock underlying such options will be eligible
for sale approximately six months after the date of this prospectus.

Rule 144

In general, under Rule 144 as currently in effect, a person who has beneficially owned shares of our restricted Class A common stock for at
least six months would be entitled to sell their securities provided that such person is not deemed to have been one of our affiliates at the time of, or at
any time during the 90 days preceding, a sale, and we are subject to the periodic reporting requirements of the Exchange Act, for at least 90 days before
the sale. In addition, under Rule 144, any person who is not an affiliate of ours and has held their shares for at least one year, including the holding
period of any prior owner other than one of our affiliates, would be entitled to sell an unlimited number of shares immediately upon the completion of
this offering without regard to whether current public information about us is available. Persons who have beneficially owned shares of our restricted
Class A common stock for at least six months but who are our affiliates at the time of, or any time during the 90 days preceding, a sale, would be subject
to additional restrictions, by which such person would be entitled to sell within any three-month period only a number of securities that does not exceed
the greater of either of the following:
 
 •  1% of the number of shares of our Class A common stock then outstanding, which will equal 69,774 shares immediately after the

completion of this offering, assuming no exercise by the underwriters of their option to purchase additional shares; or
 
 •  the average weekly trading volume of our Class A common stock during the four calendar weeks preceding the filing of a notice on

Form 144 with respect to such sale,

provided, in each case, that we have been subject to the Exchange Act periodic reporting requirements for at least 90 days before the sale. Such sales
both by affiliates and by non-affiliates must also comply with the manner of sale, current public information and notice provisions of Rule 144.

Rule 701

Any of our service providers who purchased shares under a written compensatory plan or contract prior to this offering may be entitled to
rely on the resale provisions of Rule 701. Rule 701, as currently in effect, permits resales of shares, including by affiliates, in reliance upon Rule 144 but
without compliance with certain restrictions, including the holding period requirement, of Rule 144. Rule 701 further provides that non-affiliates may
sell such shares in reliance on Rule 144 without having to comply with the public information, volume limitation or notice provisions of Rule 144. All
holders of Rule 701 shares are required to wait until 90 days after the date of this prospectus before selling such shares if such resale is pursuant to Rule
701. All Rule 701 shares are, however, subject to lock-up agreements and will only become eligible for sale upon the expiration of these lock-up
agreements.

Lock-Up Agreements

In connection with this offering, we have agreed with the underwriters, subject to certain exceptions, as set forth in “Underwriting,” without
the prior written consent of Oppenheimer & Co. Inc., not to issue, sell or register with the Commission (other than on Form S-8 or on any successor
form), or otherwise dispose of, directly or indirectly, any of our equity securities (or any securities convertible into, exercisable for or
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exchangeable for our equity securities), during the period from the date of this prospectus continuing through the date 180 days after the date of this
prospectus.

Our directors, officers and holders of substantially all of our outstanding stock and stock options have agreed with the underwriters, subject
to certain restrictions and earlier termination commencing on the first quarter that ends following the period ending 180 days after the date of this
prospectus and other earlier termination provisions as set forth in “Underwriting”, without the prior written consent of Oppenheimer & Co. Inc., not to
directly or indirectly (1) offer, pledge, assign, encumber, announce the intention to sell, sell, contract to sell, sell any option or contract to purchase,
purchase any option or contract to sell, grant any option, right or warrant to purchase, or otherwise transfer or dispose of, any shares of Class A common
stock or any securities convertible into or exercisable or exchangeable for Class A common stock owned either of record or beneficially (as defined in
the Exchange Act) by the lock-up signatory on the date of this prospectus or thereafter acquired, (2) enter into any swap or other agreement that
transfers, in whole or in part, any of the economic consequences of ownership of the Class A common stock or any securities convertible into or
exercisable or exchangeable for Class A common stock, whether any such transaction described in clause (1) or (2) above is to be settled by delivery of
Class A common stock or such other securities, in cash or otherwise, or publicly announce an intention to do any of the foregoing, and (3) make any
demand for or exercise any right with respect to, the registration of any shares of Class A common stock or any security convertible into or exercisable
or exchangeable for Class A common stock. See “Underwriting” for a more detailed description of the early termination provisions and exceptions to
such lock-up restrictions.

Registration Rights

After the completion of this offering, the holders of up to 4,066,595 shares of our Class B common stock will, subject to the lock-up
agreements referred to above, be entitled to certain rights with respect to the registration of such shares under the Securities Act. The registration of
these shares of our Class B common stock under the Securities Act would result in these shares becoming eligible for sale in the public market without
restriction under the Securities Act immediately upon the effectiveness of such registration, subject to the Rule 144 limitations applicable to affiliates.
See the section titled “Description of Capital Stock—Registration Rights” for a description of these registration rights.

Equity Plans

We intend to file a registration statement on Form S-8 under the Securities Act covering all of the shares of our common stock subject to
options outstanding or reserved for issuance under our equity plans. We expect to file this registration statement as soon as practicable after the
effectiveness of the registration statement of which this prospectus forms a part. This registration statement will become effective immediately upon
filing, and shares covered by this registration statement will thereupon be eligible for sale in the public markets, subject to vesting restrictions, the
lock-up agreements described above and Rule 144 limitations applicable to affiliates. For a more complete discussion of our stock plans, see “Executive
Compensation—Equity Plans.”
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES
FOR NON-U.S. HOLDERS OF OUR COMMON STOCK

The following is a general discussion of the material U.S. federal income tax considerations applicable to non-U.S. holders (as defined
below) with respect to their ownership and disposition of shares of our Class A common stock issued pursuant to this offering. For purposes of this
discussion, a non-U.S. holder means a beneficial owner of our Class A common stock (other than an entity or arrangement that is treated as a partnership
for U.S. federal income tax purposes) that is not, for U.S. federal income tax purposes, any of the following:
 
 •  a citizen or resident of the United States;
 
 •  a corporation (or other entity treated as a corporation for U.S. federal income tax purposes) created or organized in the United States

or under the laws of the United States, any state thereof or the District of Columbia;
 
 •  an estate, the income of which is includable in gross income for U.S. federal income tax purposes regardless of its source; or
 

 
•  a trust if (i) a court within the United States is able to exercise primary supervision over the administration of the trust and one or

more “U.S. persons,” as defined under the U.S. Internal Revenue Code of 1986 (the Code), have the authority to control all substantial
decisions of the trust or (ii) such trust has made a valid election to be treated as a U.S. person for U.S. federal income tax purposes.

This discussion is based on current provisions of the Code existing and proposed U.S. Treasury Regulations promulgated thereunder,
judicial opinions, published positions of the Internal Revenue Service (IRS) and other applicable authorities, all of which are subject to change or to
differing interpretation, possibly with retroactive effect. This discussion assumes that a non-U.S. holder holds shares of our Class A common stock as a
capital asset (generally, property held for investment) for U.S. federal income tax purposes. This discussion does not address the tax considerations
arising under the laws of any non-U.S., state or local jurisdiction, or, except to the limited extent provided below, under U.S. federal estate and gift tax
laws. This discussion also does not consider any specific facts or circumstances that may apply to a non-U.S. holder and does not address the special tax
rules applicable to particular non-U.S. holders, such as:
 
 •  banks, insurance companies or other financial institutions;
 
 •  corporations that accumulate earnings to avoid U.S. federal income tax;
 
 •  persons subject to the alternative minimum tax or the Medicare contribution tax;
 
 •  tax-exempt entities (including private foundations) or tax-qualified retirement plans;
 
 •  controlled foreign corporations or passive foreign investment companies;
 
 •  persons who acquired our Class A common stock as compensation for services;
 
 •  dealers in securities or currencies;
 
 •  traders in securities that elect to use a mark-to-market method of accounting for their securities holdings;
 
 •  persons that own, or are deemed to own, more than five percent of our capital stock (except to the extent specifically set forth below);
 
 •  certain former citizens or long term residents of the United States;
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 •  persons who hold our Class A common stock as a position in a hedging transaction, “straddle,” “conversion transaction,” or other risk
reduction transaction; or

 
 •  persons deemed to sell our Class A common stock under the constructive sale provisions of the Code.

In addition, this discussion does not address the tax treatment of partnerships or other entities that are pass-through entities for U.S. federal
income tax purposes or persons who hold our Class A common stock through partnerships or other pass-through entities. A partner in a partnership or
other pass-through entity that will hold our Class A common stock should consult his, her or its own tax advisor regarding the tax consequences of the
ownership and disposition of our Class A common stock through a partnership or other pass-through entity, as applicable.

INVESTORS CONSIDERING THE PURCHASE OF OUR CLASS A COMMON STOCK SHOULD CONSULT THEIR OWN
TAX ADVISORS REGARDING THE APPLICATION OF THE U.S. FEDERAL INCOME AND ESTATE TAX LAWS TO THEIR
PARTICULAR SITUATIONS AND THE CONSEQUENCES OF NON-U.S., STATE, OR LOCAL LAWS AND TAX TREATIES.

Dividends

As discussed under “Dividend Policy” above, we do not expect to declare or make any distributions on our Class A common stock in the
foreseeable future. If we do pay dividends on shares of our Class A common stock, however, such distributions will constitute dividends for U.S. federal
income tax purposes to the extent paid from our current or accumulated earnings and profits, as determined under U.S. federal income tax principles.
Distributions in excess of our current and accumulated earnings and profits will constitute a return of capital that is applied against and reduces, but not
below zero, a non-U.S. holder’s adjusted tax basis in shares of our Class A common stock and then will be treated as gain. Any such gain will be subject
to the treatment described below under “—Gain on Sale or Other Disposition of Class A common stock.” Any such distributions will also be subject to
the discussion below under “—Backup Withholding and Information Reporting” and “—Foreign Account Tax Compliance Act.”

Any dividend paid to a non-U.S. holder on our Class A common stock that is not effectively connected with a non-U.S. holder’s conduct of
a trade or business in the United States will generally be subject to U.S. withholding tax at a 30% rate. The withholding tax might apply at a reduced
rate, however, under the terms of an applicable income tax treaty between the United States and the non-U.S. holder’s country of residence. You should
consult your own tax advisors regarding your entitlement to benefits under a relevant income tax treaty. Generally, in order for us or our paying agent to
withhold tax at a lower treaty rate, a non-U.S. holder must certify its entitlement to treaty benefits. A non-U.S. holder generally can meet this
certification requirement by providing an IRS Form W-8BEN, W-8BENE or other appropriate form (or any successor or substitute form thereof) to us or
our paying agent. If the non-U.S. holder holds the stock through a financial institution or other agent acting on the holder’s behalf, the holder will be
required to provide appropriate documentation to the holder’s agent. The holder’s agent will then be required to provide certification to us or our paying
agent, either directly or through other intermediaries. If you are eligible for a reduced rate of U.S. federal withholding tax under an income tax treaty,
you may obtain a refund or credit of any excess amounts withheld by filing an appropriate claim for a refund with the IRS in a timely manner.

Dividends received by a non-U.S. holder that are effectively connected with a U.S. trade or business conducted by the non-U.S. holder, and
if required by an applicable income tax treaty between the United States and the non-U.S. holder’s country of residence, are attributable to a permanent
establishment maintained by the non-U.S. holder in the United States, are not subject to U.S. withholding tax. To obtain this exemption, a non-U.S.
holder must provide us or our paying agent with an IRS Form W-8ECI properly certifying such exemption. Such effectively connected dividends,
although not subject to withholding tax, are taxed at the same graduated rates applicable to U.S. persons, net of certain deductions and credits. In
addition to being taxed at
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graduated tax rates, dividends received by a corporate non-U.S. holder that are effectively connected with a U.S. trade or business of the corporate
non-U.S. holder may also be subject to a branch profits tax at a rate of 30% or such lower rate as may be specified by an applicable tax treaty.

Gain on Sale or Other Disposition of Class A common stock

Subject to the discussion below under “—Backup Withholding and Information Reporting” and “—Foreign Account Tax Compliance Act,”
non-U.S. holders will generally not be subject to U.S. federal income tax on any gains realized on the sale, exchange or other disposition of our Class A
common stock unless:
 

 
•  the gain (i) is effectively connected with the conduct by the non-U.S. holder of a U.S. trade or business and (ii) if required by an

applicable income tax treaty between the United States and the non-U.S. holder’s country of residence, is attributable to a permanent
establishment maintained by the non-U.S. holder in the United States (in which case the special rules described below apply);

 

 

•  the non-U.S. holder is an individual who is present in the United States for 183 days or more in the taxable year of the sale, exchange
or other disposition of our Class A common stock, and certain other requirements are met (in which case the gain would be subject to
a flat 30% tax, or such reduced rate as may be specified by an applicable income tax treaty, which may be offset by U.S. source capital
losses, even though the individual is not considered a resident of the United States); or

 
 •  the rules of the Foreign Investment in Real Property Tax Act (FIRPTA) treat the gain as effectively connected with a U.S. trade or

business.

The FIRPTA rules may apply to a sale, exchange or other disposition of our Class A common stock if we are, or were within the shorter of
the five-year period preceding the disposition and the non-U.S. holder’s holding period, a “U.S. real property holding corporation,” or USRPHC. In
general, we would be a USRPHC if interests in U.S. real estate comprised at least half of the value of our business assets. We do not believe that we are
a USRPHC and we do not anticipate becoming one in the future. Even if we become a USRPHC, as long as our Class A common stock is regularly
traded on an established securities market, such Class A common stock will be treated as U.S. real property interests only if beneficially owned by a
non-U.S. holder that actually or constructively owned more than 5% of our outstanding Class A common stock at sometime within the five-year period
preceding the disposition.

If any gain from the sale, exchange or other disposition of our Class A common stock, (i) is effectively connected with a U.S. trade or
business conducted by a non-U.S. holder and (ii) if required by an applicable income tax treaty between the United States and the non-U.S. holder’s
country of residence, is attributable to a permanent establishment maintained by such non-U.S. holder in the United States, then the gain generally will
be subject to U.S. federal income tax at the same graduated rates applicable to U.S. persons, net of certain deductions and credits. If the non-U.S. holder
is a corporation, under certain circumstances, that portion of its earnings and profits that is effectively connected with its U.S. trade or business, subject
to certain adjustments, generally would be subject also to a “branch profits tax” at a rate of 30% or such lower rate as may be specified by an applicable
income tax treaty.

U.S. Federal Estate Tax

The estates of nonresident alien individuals generally are subject to U.S. federal estate tax on property with a U.S. situs. Because we are a
U.S. corporation, our Class A common stock will be U.S. situs property and therefore will be included in the taxable estate of a nonresident alien
decedent, unless an applicable estate tax treaty between the United States and the decedent’s country of residence provides otherwise.
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Backup Withholding and Information Reporting

The Code and the U.S. Treasury Regulations require those who make specified payments to report the payments to the IRS. Among the
specified payments are dividends and proceeds paid by brokers to their customers. The required information returns enable the IRS to determine whether
the recipient properly included the payments in income. This reporting regime is reinforced by “backup withholding” rules. These rules require the
payors to withhold tax from payments subject to information reporting if the recipient fails to cooperate with the reporting regime by failing to provide
his taxpayer identification number to the payor, furnishing an incorrect identification number, or failing to report interest or dividends on his returns. The
backup withholding tax rate is currently 24%. The backup withholding rules do not apply to payments to foreign corporations, provided they establish
such exemption.

Payments to non-U.S. holders of dividends on Class A common stock generally will not be subject to backup withholding, and payments of
proceeds made to non-U.S. holders by a broker upon a sale of Class A common stock will not be subject to information reporting or backup withholding,
in each case so long as the non-U.S. holder certifies its nonresident status (and we or the applicable paying agent do not have actual knowledge or reason
to know the holder is a U.S. person or that the conditions of any other exemption are not, in fact, satisfied) or otherwise establishes an exemption. The
certification procedures to claim treaty benefits described under “—Dividends” above will generally satisfy the certification requirements necessary to
avoid the backup withholding tax. We must report annually to the IRS any dividends paid to each non-U.S. holder and the tax withheld, if any, with
respect to these dividends. Copies of these reports may be made available to tax authorities in the country where the non-U.S. holder resides.

Under the U.S. Treasury Regulations, the payment of proceeds from the disposition of shares of our Class A common stock by a non-U.S.
holder made to or through a U.S. office of a broker generally will be subject to information reporting and backup withholding unless the beneficial
owner certifies, under penalties of perjury, among other things, its status as a non-U.S. holder (and the broker does not have actual knowledge or reason
to know the holder is a U.S. person) or otherwise establishes an exemption. The payment of proceeds from the disposition of shares of our Class A
common stock by a non-U.S. holder made to or through a non-U.S. office of a broker generally will not be subject to backup withholding and
information reporting provided that the broker has documentary evidence that the beneficial owner is a non-U.S. holder and certain other conditions are
satisfied, or the beneficial owner otherwise establishes an exemption (and the broker has no actual knowledge or reason to know to the contrary).

Backup withholding is not an additional tax. Any amounts withheld from a payment to a holder of Class A common stock under the backup
withholding rules can be credited against any U.S. federal income tax liability of the holder, if any, and may entitle the holder to a refund, provided that
the required information is furnished to the IRS in a timely manner.

Foreign Account Tax Compliance Act

The Foreign Account Tax Compliance Act (FATCA) generally imposes a U.S. federal withholding tax at a rate of 30% on payments of
dividends on, or gross proceeds from the sale or other disposition of, our Class A common stock paid to a foreign entity unless (i) if the foreign entity is
a “foreign financial institution,” such foreign entity undertakes certain due diligence, reporting, withholding, and certification obligations, (ii) if the
foreign entity is not a “foreign financial institution,” such foreign entity identifies certain of its U.S. investors, if any, or (iii) the foreign entity is
otherwise exempt under FATCA. Under applicable U.S. Treasury Regulations, withholding under FATCA currently applies to payments of dividends on
our Class A common stock. While withholding under FATCA would have applied also to payments of gross proceeds from the sale or other disposition
of stock on or after January 1, 2019, recently proposed Treasury Regulations eliminate FATCA withholding on payments of gross proceeds entirely.
Taxpayers generally may rely on these proposed Treasury Regulations until final Treasury Regulations are issued. Under certain circumstances, a
non-U.S. holder may be
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eligible for refunds or credits of this withholding tax. An intergovernmental agreement between the United States and an applicable foreign country may
modify the requirements described in this paragraph. Non-U.S. holders should consult their own tax advisors regarding the possible implications of this
legislation on their investment in our Class A common stock and the entities through which they hold our Class A common stock, including, without
limitation, the process and deadlines for meeting the applicable requirements to prevent the imposition of the 30% withholding tax under FATCA.

PROSPECTIVE INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING THE POTENTIAL
APPLICATION OF WITHHOLDING UNDER FATCA TO THEIR INVESTMENT IN OUR CLASS A COMMON STOCK. THE
PRECEDING DISCUSSION OF U.S. FEDERAL TAX CONSIDERATIONS IS FOR GENERAL INFORMATION PURPOSES ONLY. IT IS
NOT TAX ADVICE. EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN TAX ADVISOR REGARDING THE
PARTICULAR U.S. FEDERAL, GIFT, ESTATE, STATE, LOCAL, AND NON-U.S. TAX CONSEQUENCES OF PURCHASING, HOLDING,
AND DISPOSING OF OUR CLASS A COMMON STOCK, INCLUDING THE CONSEQUENCES OF ANY PROPOSED CHANGE IN
APPLICABLE LAWS.
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UNDERWRITING

We entered into an underwriting agreement with the underwriters named below on the date of this prospectus. Oppenheimer & Co. Inc.,
William Blair & Company, L.L.C., Raymond James & Associates, Inc., JMP Securities LLC and B. Riley Securities, Inc. are acting as the joint book-
running managers, and Oppenheimer & Co. Inc. is acting as the representative of the underwriters. The underwriting agreement provides for the
purchase of a specific number of shares of Class A common stock by each of the underwriters. The underwriters’ obligations are several, which means
that each underwriter is required to purchase a specified number of shares of Class A common stock, but is not responsible for the commitment of any
other underwriter to purchase shares of Class A common stock. Subject to the terms and conditions of the underwriting agreement, each underwriter has
severally agreed to purchase the number of shares of Class A common stock set forth opposite its name below:
 

Underwriter   

Number of Shares
of Class A

Common Stock  
Oppenheimer & Co. Inc.                     
William Blair & Company, L.L.C.   
Raymond James & Associates, Inc.   
JMP Securities LLC.   
B. Riley Securities, Inc.   
Lake Street Capital Markets, LLC.   

    
 

Total    6,250,000 
    

 

Subject to the terms and conditions set forth in the underwriting agreement, the underwriters have agreed to purchase all of the shares
offered by this prospectus (other than those covered by the option described below), if any are purchased.

The shares of Class A common stock offered hereby are expected to be ready for delivery on or about                 , 2021 against payment in
immediately available funds.

The underwriters are offering the shares of Class A common stock subject to various conditions and may reject all or part of any order. The
representative of the underwriters has advised us that the underwriters propose initially to offer the shares of Class A common stock to the public at the
public offering price set forth on the cover page of this prospectus and to dealers at a price less a concession not in excess of $        per share of Class A
common stock to brokers and dealers. After the shares of Class A common stock are released for sale to the public, the representative may change the
offering price, the concession, and other selling terms at various times.

We have granted the underwriters an option to purchase additional shares for the purpose of covering over-allotments. This option, which is
exercisable for up to 30 days after the date of this prospectus, permits the underwriters to purchase a maximum of additional shares of Class A common
stock from us. If the underwriters exercise all or part of this option, they will purchase shares of Class A common stock covered by the option at the
public offering price that appears on the cover page of this prospectus, less the underwriting discounts and commissions. The underwriters have
severally agreed that, to the extent the option is exercised, they will each purchase a number of additional shares proportionate to such underwriter’s
initial amount reflected in the foregoing table.
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The following table provides information regarding the amount of the discounts and commissions to be paid to the underwriters by us,
before expenses:
 

  

Per Share of
Class A

Common Stock 

Total Without
Exercise of

Underwriters’
Option  

Total With
Full Exercise

of
Underwriters’

Option
Public offering price  $  $  $
Underwriting discounts and

commissions(1)  $  $  $
Proceeds, before expenses, to us  $  $  $

 
(1) We have agreed to pay the underwriters a commission of    % of the gross proceeds of this offering.

We estimate that our total expenses of the offering, excluding the estimated underwriting discounts and commissions, will be approximately
$3.5 million.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act of 1933, as amended.

We have agreed with the underwriters, without the prior written consent of Oppenheimer & Co. Inc., not to issue, sell or register with the
Commission (other than on Form S-8 or on any successor form), or otherwise dispose of, directly or indirectly, any of our equity securities (or any
securities convertible into, exercisable for or exchangeable for our equity securities), during the period from the date of this prospectus continuing
through the date 180 days after the date of this prospectus, except for (i) the issuance of the shares of Class A common stock pursuant to the registration
statement of which this prospectus forms a part, (ii) the issuance of shares or other equity awards pursuant to our existing equity compensation plans as
described in the registration statement of which this prospectus forms a part, (iii) the entry into an agreement providing for the issuance by us of shares
or any security convertible into or exercisable for shares in connection with the acquisition by us of the securities, business, technology, property or
other assets of another person or entity or pursuant to an employee benefit plan assumed by us in connection with such acquisition, and the issuance of
any such securities pursuant to any such agreement, representing in the aggregate no more than 5% of our issued and outstanding shares of Class A
common stock as of the date of this prospectus, which may be sold on an arm’s-length basis, only to unaffiliated third-parties, so long as recipients of
such securities agree to be bound by a lock-up agreement, (iv) the entry into any agreement providing for the issuance of shares or any security
convertible into or exercisable for shares in connection with joint ventures, commercial relationships or other strategic transactions, and the issuance of
any such securities pursuant to any such agreement, representing in the aggregate no more than 5% of our issued and outstanding shares of Class A
common stock as of the date of this prospectus, which may be sold on an arm’s-length basis, only to unaffiliated third-parties, so long as recipients of
such securities agree to be bound by a lock-up agreement, and (v) the issuance of shares pursuant to the conversion of convertible notes (which we also
refer to as a Simple Agreement for Future Equity agreement (SAFE)) issued in a private placement to investors in August 2021 as described elsewhere
in this prospectus.

Our directors, officers and holders of substantially all of our outstanding stock and stock options have agreed with the underwriters, without
the prior written consent of Oppenheimer & Co. Inc., during the period from the date of this prospectus continuing through the date 180 days after the
date of this prospectus (the “Lock-Up Period”), not to directly or indirectly (1) offer, pledge, assign, encumber, announce the intention to sell, sell,
contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase, or
otherwise transfer or dispose of, any shares of Class A common stock or any securities convertible into or exercisable or exchangeable for Class A
common stock owned either of record or beneficially (as defined in the Exchange Act) by the lock-up signatory on the date of this prospectus or
thereafter acquired, (2) enter into any swap or other agreement that transfers, in whole or in part, any of the economic consequences of ownership of the
Class A common stock or any securities convertible into or exercisable or exchangeable for Class A common stock, whether any such transaction
described in clause (1) or (2) above is to
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be settled by delivery of Class A common stock or such other securities, in cash or otherwise, or publicly announce an intention to do any of the
foregoing, and (3) make any demand for or exercise any right with respect to, the registration of any shares of Class A common stock or any security
convertible into or exercisable or exchangeable for Class A common stock.

Notwithstanding the foregoing, the lock-up signatory may transfer shares of Class A common stock without the prior written consent of
Oppenheimer & Co. Inc., provided that (1) in the cases of clauses (i) through (vi), (ix) and (x) below, Oppenheimer & Co. Inc. receive a signed lock-up
agreement for the balance of the Lock-Up Period from each donee, trustee, distributee, or transferee, as the case may be, (2) in the cases of clauses (i)
through (v) below, any such transfer shall not involve a disposition for value, (3) in the cases of clauses (i) through (iv) below, such transfers are not
required to be reported with the Commission on Form 4 in accordance with Section 16 of the Exchange Act, (4) in the cases of clauses (v) through (ix)
below, any filing under Section 16 of the Exchange Act made during the Lock-Up Period shall clearly indicate in the footnotes thereto the circumstances
of and the reason for the transfer, (5) in the cases of clauses (vii) and (viii) below, any filing under Section 16 of the Exchange Act made during the
Lock-Up Period shall clearly indicate in the footnotes thereto that the disposition was solely to us and (6) the lock-up signatory does not otherwise
voluntarily effect any public filing or report regarding such transfers during the Lock-Up Period:
 
 (i) as a bona fide gift or gifts;
 
 (ii) to any trust for the direct or indirect benefit of the lock-up signatory or the immediate family of such signatory;
 
 (iii) as a distribution to general or limited partners, limited liability company members, stockholders or other equity holders of the lock-up

signatory;
 
 (iv) to the lock-up signatory’s affiliates or to any investment fund or other entity that, directly or indirectly, controls or manages, is

controlled or managed by, or is under common control or management with, such signatory;
 
 (v) by will or intestate succession upon the death of the lock-up signatory;
 
 (vi) pursuant to a court of regulatory agency order, a qualified domestic order or in connection with a divorce settlement;
 

 

(vii) to us in connection with the exercise of options, warrants or other rights to acquire shares of Class A common stock or any security
convertible into or exercisable for shares of Class A common stock by way of net exercise and/or to cover withholding tax obligations
in connection with such exercise pursuant to an employee benefit plan, option, warrant or other right disclosed in this prospectus,
provided that any such shares of the Class A common stock issued upon exercise of such option, warrant or other right shall be subject
to the restrictions set forth herein;

 

 
(viii) to us pursuant to agreements under which we have exercised its option to repurchase such shares or has exercised a right of first refusal

with respect to transfers of such shares upon termination of service of the lock-up signatory, so long as such agreement or right of first
refusal is disclosed in this prospectus;

 

 
(ix) pursuant to the automatic conversion of outstanding shares of preferred stock into shares of Class A common stock in connection with

this offering disclosed in this prospectus, provided that the shares of the Class A common stock received upon such conversion shall be
subject to the restrictions set forth herein; or

 

 
(x) after completion of this offering, to a bona fide third party pursuant to a merger, consolidation, tender offer or other similar transaction

made to all holders of shares of the Class A common stock and involving a Change of Control (as defined below) and approved by our
board of directors;
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provided that, in the event that such Change of Control is not completed, the lock-up signatory’s shares of Class A common stock shall
remain subject to the restrictions contained herein, provided further that any shares of Class A common stock not transferred in such
merger, consolidation, tender offer or other transaction shall remain subject to the restrictions contained herein. “Change of Control”
shall mean the transfer (whether by tender offer, merger, consolidation or other similar transaction), in one transaction or a series of
related transactions, to a person or group of affiliated persons (other than an underwriter pursuant to this offering), of our voting
securities if, after such transfer, such person or group of affiliated persons would hold more than 50% of our outstanding voting
securities (or the surviving entity).

Furthermore, the lock-up signatory may sell shares of Class A common stock purchased by such lock-up signatory from the underwriters in
this offering (other than any issuer-directed shares of Class A common stock purchased in this offering by an officer or director) or on the open market
following this offering if and only if (i) such sales are not required to be reported in any public report or filing with the Commission, or otherwise and
(ii) such signatory does not otherwise voluntarily effect any public filing or report regarding such sales during the Lock-Up Period.

Notwithstanding the foregoing, commencing at the opening of trading on the second Trading Day (as defined below) after our public
announcement of our earnings (which for this purpose shall not include “flash” numbers or preliminary, partial earnings) for the first quarter that ends
following the date of this prospectus (such second Trading Day, the “Initial Earnings-Related Release Date”), if (a) the lock-up signatory is an
employee, consultant or independent contractor (excluding directors, officers, founders, and greater than 10% stockholders), and the last reported
closing price of the Class A common stock on the Nasdaq Global Market is greater than or equal to the initial public offering price per share set forth on
the cover page of this prospectus for any 10 out of 15 consecutive Trading Days ending on or after the Initial Earnings-Related Release Date, then 20%
of such signatory’s Class A common stock or shares of Class A common stock underlying lock-up securities as of the date of this prospectus will be
automatically released from such restrictions and (b) if the lock-up signatory is a director, officer, founder, or greater than 10% stockholder, and the last
reported closing price of the Class A common stock on the Nasdaq Global Market is at least 15% greater than the initial public offering price per share
set forth on the cover page of this prospectus for any 10 out of 15 consecutive Trading Days ending on or after the Initial Earnings-Related Release
Date, then 15% of such signatory’s Class A common stock or shares of Class A common stock underlying lock-up securities as of the date of this
prospectus will be automatically released from such restrictions (an “Early Lock-Up Expiration”) (for purposes of this paragraph, a “Trading Day” is a
day on which the Nasdaq Global Market is open for the buying and selling of securities); provided that, for any such Early Lock-Up Expiration, we shall
notify Oppenheimer & Co. Inc. and shall announce the Early Lock-Up Expiration by press release through a major news service at least two business
days prior to the effective date of the Early Lock-Up Expiration, and notwithstanding anything above to the contrary, any such Early Lock-Up
Expiration shall only be effective two business days after the publication date of such press release. For the avoidance of doubt, the Lock-Up Period
shall be deemed to be terminated for the securities that are released from the prohibitions included in the lock-up agreement. Such restrictions shall also
not apply to (a) any shares of Class A common stock underlying stock options held by the lock-up signatory that would otherwise expire during the
Lock-Up Period, or that would have expired prior to the date of this prospectus, had such stock options not been previously exercised by such signatory,
and (b) any shares of Class A common stock issuable upon the conversion of convertible notes (which we also refer to as a Simple Agreement for Future
Equity agreement (SAFE)) issued in a private placement to investors in August 2021 as described elsewhere in this prospectus.

Notwithstanding anything herein to the contrary, the lock-up signatory may establish a 10b5-l trading plan that complies with Rule 10b5-l
under the Exchange Act (“10b5-l Trading Plan”) or amend an existing 10b5-l Trading Plan (subject to compliance with our insider trading policy) so
long as there are no sales of such signatory’s Class A common stock or shares of Class A common stock underlying lock-up securities under such plan
during the Lock-Up Period, except as otherwise permitted by the Early Lock-Up Expiration; and provided that the establishment of a 10b5-1 Trading
Plan or the amendment of a 10b5-l Trading Plan, in either case, providing for sales of such signatory’s Class A common stock or shares of Class A
common stock underlying
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lock-up securities shall only be permitted if (i) the establishment or amendment of such plan is not required to be reported in any public report or filing
with the Commission or otherwise during the Lock-Up Period, and (ii) the lock-up signatory does not otherwise voluntarily effect any public filing or
report regarding the establishment or amendment of such plan during the Lock-Up Period, provided, however, that such signatory shall be permitted to
reference in a required Section 16 filing that any such sale was effected pursuant to a 10b5-1 trading plan.

Rules of the SEC may limit the ability of the underwriters to bid for or purchase shares of common stock before the distribution of the
shares is completed. However, the underwriters may engage in the following activities in accordance with the rules:
 
 •  Stabilizing transactions—the representative may make bids or purchases for the purpose of pegging, fixing or maintaining the price of

the common stock, so long as stabilizing bids do not exceed a specified maximum.
 

 

•  Over-allotments and syndicate covering transactions—the underwriters may sell more shares of common stock in connection with this
offering than the number of shares of common stock that they have committed to purchase. This over-allotment creates a short
position for the underwriters. This short sales position may involve either “covered” short sales or “naked” short sales. Covered short
sales are short sales made in an amount not greater than the underwriters’ over-allotment option to purchase additional shares of
common stock in this offering described above. The underwriters may close out any covered short position either by exercising its
over-allotment option or by purchasing shares of common stock in the open market. To determine how they will close the covered
short position, the underwriters will consider, among other things, the price per share of common stock available for purchase in the
open market, as compared to the price at which they may purchase shares of common stock through the over-allotment option. Naked
short sales are short sales in excess of the over-allotment option. The underwriters must close out any naked short position by
purchasing shares of common stock in the open market. A naked short position is more likely to be created if the underwriters are
concerned that, in the open market after pricing, there may be downward pressure on the price per share of common stock that could
adversely affect investors who purchase shares of common stock in this offering.

 

 
•  Penalty bids—if the representative purchases shares of common stock in the open market in a stabilizing transaction or syndicate

covering transaction, it may reclaim a selling concession from the underwriters and selling group members who sold those shares of
common stock as part of this offering.

 
 •  Passive market making—market makers in the common stock who are underwriters or prospective underwriters may make bids for or

purchases of shares of common stock, subject to limitations, until the time, if ever, at which a stabilizing bid is made.

Similar to other purchase transactions, the underwriters’ purchases to cover the syndicate short sales or to stabilize the market price of our
Class A common stock may have the effect of raising or maintaining the market price of our Class A common stock or preventing or mitigating a decline
in the market price of our Class A common stock. As a result, the price of our Class A common stock may be higher than the price that might otherwise
exist in the open market. The imposition of a penalty bid might also have an effect on the price of the Class A common stock if it discourages resales of
our shares of Class A common stock.

Neither we nor the underwriters make any representation or prediction as to the effect that the transactions described above may have on the
price of our Class A common stock. These transactions may occur on The NASDAQ Global Market or otherwise. If such transactions are commenced,
they may be discontinued without notice at any time.

The underwriters and certain of their affiliates are full service financial institutions engaged in various activities, which may include
securities trading, commercial and investment banking, financial advisory,
 

150



Table of Contents

investment management, investment research, principal investment, hedging, financing and brokerage activities. Some of the underwriters and certain of
their affiliates may in the future engage in investment banking and other commercial dealings in the ordinary course of business with us and our
affiliates, for which they may in the future receive customary fees, commissions and expenses.

In addition, in the ordinary course of their business activities, the underwriters and their affiliates may make or hold a broad array of
investments and actively trade debt and equity securities (or related derivative securities) and financial instruments (including bank loans) for their own
account and for the accounts of their customers. Such investments and securities activities may involve securities and/or instruments of ours or our
affiliates. The underwriters and their affiliates may also make investment recommendations and/or publish or express independent research views in
respect of such securities or financial instruments and may hold, or recommend to clients that they acquire, long and/or short positions in such securities
and instruments.

Electronic Delivery of Prospectus: A prospectus in electronic format may be delivered to potential investors by one or more of the
underwriters participating in this offering. The prospectus in electronic format will be identical to the paper version of such prospectus. Other than the
prospectus in electronic format, the information on any underwriter’s website and any information contained in any other website maintained by an
underwriter is not part of this prospectus or the registration statement of which this prospectus forms a part.

Exchange Listing

After pricing of the offering, we expect that the shares will trade on The NASDAQ Global Market under the symbol “BLZE.”

Before this offering, there has been no public market for our common stock. The initial public offering price will be determined through
negotiations between us and the representatives. In addition to prevailing market conditions, the factors to be considered in determining the initial public
offering price are
 
 •  the valuation multiples of publicly traded companies that the representatives believe to be comparable to us;
 
 •  our financial information;
 
 •  the history of, and the prospects for, our company and the industry in which we compete;
 
 •  an assessment of our management, its past and present operations, and the prospects for, and timing of, our future revenues;
 
 •  the present state of our development; and
 
 •  the above factors in relation to market values and various valuation measures of other companies engaged in activities similar to ours.

An active trading market for the shares may not develop. It is also possible that after the offering the shares will not trade in the public
market at or above the initial public offering price.

The underwriters do not expect to sell more than 5% of the shares in the aggregate to accounts over which they exercise discretionary
authority.

Directed Share Program

At our request, the underwriters have reserved up to 312,500 shares of Class A common stock, or up to 5% of the shares offered by this
prospectus, for sale at the initial public offering price through a directed share program to certain of our business partners and qualifying customers who
are located in the United States.
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The number of shares of our Class A common stock available for sale to the general public in this offering will be reduced to the extent that
such partners and qualifying customers purchase such reserved shares. Any reserved shares not so purchased will be offered by the underwriters to the
general public on the same terms as the other shares of Class A common stock offered by this prospectus. Participants in the directed share program will
not be subject to lockup or market standoff restrictions with respect to any shares purchased through the directed share program. We have agreed to
indemnify the underwriters against certain liabilities and expenses, including liabilities under the Securities Act, in connection with the sales of the
shares reserved for the directed share program. Fidelity Capital Markets, a division of National Financial Services LLC, will administer our directed
share program.

Notice to Non-U.S. Investors

European Economic Area and the United Kingdom

In relation to each Member State of the European Economic Area (each a “Relevant State”), no shares have been offered or will be offered
pursuant to the offering to the public in that Relevant State prior to the publication of a prospectus in relation to the shares which has been approved by
the competent authority in that Relevant State or, where appropriate, approved in another Relevant State and notified to the competent authority in that
Relevant State, all in accordance with the Prospectus Regulation), except that offers of shares may be made to the public in that Relevant State at any
time under the following exemptions under the Prospectus Regulation:
 
 A. to any legal entity which is a qualified investor as defined under the Prospectus Regulation;
 
 B. to fewer than 150 natural or legal persons (other than qualified investors as defined under the Prospectus Regulation), subject to

obtaining the prior consent of representative for any such offer; or
 
 C. in any other circumstances falling within Article 1(4) of the Prospectus Regulation,

provided that no such offer of shares shall require the Company or the representative to publish a prospectus pursuant to Article 3 of the Prospectus
Regulation or supplement a prospectus pursuant to Article 23 of the Prospectus Regulation.

Each person in a Relevant State (other than a Relevant State where there is a Permitted Public Offer) who initially acquires any shares or to
whom any offer is made will be deemed to have represented, acknowledged and agreed to and with the Company and the representative that it is a
qualified investor within the meaning of the Prospectus Regulation.

In the case of any shares being offered to a financial intermediary as that term is used in Article 5(1) of the Prospectus Regulation, each such
financial intermediary will be deemed to have represented, acknowledged and agreed that the shares acquired by it in the offer have not been acquired
on a non-discretionary basis on behalf of, nor have they been acquired with a view to their offer or resale to, persons in circumstances which may give
rise to an offer to the public other than their offer or resale in a Relevant State to qualified investors, in circumstances in which the prior consent of the
representative has been obtained to each such proposed offer or resale.

The Company, the representative and their affiliates will rely upon the truth and accuracy of the foregoing representations,
acknowledgements and agreements.

For the purposes of this provision, the expression an “offer to the public” in relation to any shares in any Relevant State means the
communication in any form and by any means of sufficient information on the terms of
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the offer and any shares to be offered so as to enable an investor to decide to purchase or subscribe for any shares, and the expression “Prospectus
Regulation” means Regulation (EU) 2017/1129.

The above selling restriction is in addition to any other selling restrictions set out below.

United Kingdom

In relation to the United Kingdom (“UK”), no shares have been offered or will be offered pursuant to the offering to the public in the UK
prior to the publication of a prospectus in relation to the shares which has been approved by the Financial Conduct Authority in the UK in accordance
with the UK Prospectus Regulation and the FSMA, except that offers of shares may be made to the public in the UK at any time under the following
exemptions under the UK Prospectus Regulation and the FSMA:
 
 A. to any legal entity which is a qualified investor as defined under the UK Prospectus Regulation;
 
 B. to fewer than 150 natural or legal persons (other than qualified investors as defined under the UK Prospectus Regulation), subject to

obtaining the prior consent of representative for any such offer; or
 
 C. at any time in other circumstances falling within section 86 of the FSMA,

provided that no such offer of shares shall require the Company or the representative to publish a prospectus pursuant to Section 85 of the FSMA or
Article 3 of the UK Prospectus Regulation or supplement a prospectus pursuant to Article 23 of the UK Prospectus Regulation.

Each person in the UK who initially acquires any shares or to whom any offer is made will be deemed to have represented, acknowledged
and agreed to and with the Company and the representative that it is a qualified investor within the meaning of the UK Prospectus Regulation.

In the case of any shares being offered to a financial intermediary as that term is used in Article 5(1) of the UK Prospectus Regulation, each
such financial intermediary will be deemed to have represented, acknowledged and agreed that the shares acquired by it in the offer have not been
acquired on a non-discretionary basis on behalf of, nor have they been acquired with a view to their offer or resale to, persons in circumstances which
may give rise to an offer to the public other than their offer or resale in the UK to qualified investors, in circumstances in which the prior consent of the
representative has been obtained to each such proposed offer or resale.

The Company, the representative and their affiliates will rely upon the truth and accuracy of the foregoing representations,
acknowledgements and agreements.

For the purposes of this provision, the expression an “offer to the public” in relation to any shares in the UK means the communication in
any form and by any means of sufficient information on the terms of the offer and any shares to be offered so as to enable an investor to decide to
purchase or subscribe for any shares, the expression “UK Prospectus Regulation” means Regulation (EU) 2017/1129 as it forms part of domestic law by
virtue of the European Union (Withdrawal) Act 2018, and the expression “FSMA” means the Financial Services and Markets Act 2000.

This document is for distribution only to persons who (i) have professional experience in matters relating to investments and who qualify as
investment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as
amended, the “Financial Promotion Order”), (ii) are persons falling within Article 49(2)(a) to (d) (“high net worth companies, unincorporated
associations etc.”) of the Financial Promotion Order, (iii) are outside the United Kingdom, or
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(iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of Section 21 of the Financial Services and
Markets Act 2000, as amended (“FSMA”)) in connection with the issue or sale of any securities may otherwise lawfully be communicated or caused to
be communicated (all such persons together being referred to as “relevant persons”). This document is directed only at relevant persons and must not be
acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is available only to
relevant persons and will be engaged in only with relevant persons.

Canada

The shares may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited investors, as defined in
National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act (Ontario), and are permitted clients, as defined in
National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the shares must be made in
accordance with an exemption from, or in a transaction not subject to, the prospectus requirements of applicable securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for rescission or damages if this
prospectus (including any amendment thereto) contains a misrepresentation, provided that the remedies for rescission or damages are exercised by the
purchaser within the time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should refer to any
applicable provisions of the securities legislation of the purchaser’s province or territory for particulars of these rights or consult with a legal advisor.

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (NI 33 105), the underwriters are not required to comply
with the disclosure requirements of NI 33-105 regarding underwriter conflicts of interest in connection with this offering.

Israel

In the State of Israel, this prospectus shall not be regarded as an offer to the public to purchase shares of common stock under the Israeli
Securities Law, 5728 – 1968, which requires a prospectus to be published and authorized by the Israel Securities Authority, if it complies with certain
provisions of Section 15 of the Israeli Securities Law, 5728 – 1968, including, inter alia, if: (i) the offer is made, distributed or directed to not more than
35 investors, subject to certain conditions (the “Addressed Investors”); or (ii) the offer is made, distributed or directed to certain qualified investors
defined in the First Addendum of the Israeli Securities Law, 5728 –1968, subject to certain conditions (the “Qualified Investors”). The Qualified
Investors shall not be taken into account in the count of the Addressed Investors and may be offered to purchase securities in addition to the 35
Addressed Investors. The company has not and will not take any action that would require it to publish a prospectus in accordance with and subject to
the Israeli Securities Law, 5728 – 1968. We have not and will not distribute this prospectus or make, distribute or direct an offer to subscribe for our
common stock to any person within the State of Israel, other than to Qualified Investors and up to 35 Addressed Investors.

Qualified Investors may have to submit written evidence that they meet the definitions set out in of the First Addendum to the Israeli
Securities Law, 5728 – 1968. In particular, we may request, as a condition to be offered common stock, that Qualified Investors will each represent,
warrant and certify to us and/or to anyone acting on our behalf: (i) that it is an investor falling within one of the categories listed in the First Addendum
to the Israeli Securities Law, 5728 – 1968; (ii) which of the categories listed in the First Addendum to the Israeli Securities Law, 5728 – 1968 regarding
Qualified Investors is applicable to it; (iii) that it will abide by all provisions set forth in the Israeli Securities Law, 5728 – 1968 and the regulations
promulgated thereunder in connection with the offer to be issued common stock; (iv) that the shares of common stock that it will be issued are, subject
to exemptions available under the Israeli Securities Law, 5728 – 1968: (a) for its own account; (b) for
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investment purposes only; and (c) not issued with a view to resale within the State of Israel, other than in accordance with the provisions of the Israeli
Securities Law, 5728 – 1968; and (v) that it is willing to provide further evidence of its Qualified Investor status. Addressed Investors may have to
submit written evidence in respect of their identity and may have to sign and submit a declaration containing, inter alia, the Addressed Investor’s name,
address and passport number or Israeli identification number.

We have not authorized and do not authorize the making of any offer of securities through any financial intermediary on our behalf, other
than offers made by the underwriters and their respective affiliates, with a view to the final placement of the securities as contemplated in this document.
Accordingly, no purchaser of the shares, other than the underwriters, is authorized to make any further offer of shares on our behalf or on behalf of the
underwriters.

Switzerland

The shares may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange (“SIX”) or on any other stock
exchange or regulated trading facility in Switzerland. This document does not constitute a prospectus within the meaning of, and has been prepared
without regard to the disclosure standards for issuance prospectuses under art. 652a or art. 1156 of the Swiss Code of Obligations or the disclosure
standards for listing prospectuses under art. 27 ff. of the SIX Listing Rules or the listing rules of any other stock exchange or regulated trading facility in
Switzerland. Neither this document nor any other offering or marketing material relating to the shares or the offering may be publicly distributed or
otherwise made publicly available in Switzerland.

Neither this document nor any other offering or marketing material relating to the offering, the Company or the shares have been or will be
filed with or approved by any Swiss regulatory authority. In particular, this document will not be filed with, and the offer of shares will not be supervised
by, the Swiss Financial Market Supervisory Authority (“FINMA”), and the offer of shares has not been and will not be authorized under the Swiss
Federal Act on Collective Investment Schemes (“CISA”). The investor protection afforded to acquirers of interests in collective investment schemes
under the CISA does not extend to acquirers of shares.

Hong Kong

No shares have been offered or sold, and no shares may be offered or sold, in Hong Kong, by means of any document, other than to persons
whose ordinary business is to buy or sell shares or debentures, whether as principal or agent; or to “professional investors” as defined in the Securities
and Futures Ordinance (Cap. 571) of Hong Kong, or SFO, and any rules made under that Ordinance; or in other circumstances which do not result in the
document being a “prospectus” as defined in the Companies Ordinance (Cap. 32) of Hong Kong (“CO”) or which do not constitute an offer or invitation
to the public for the purpose of the CO or the SFO. No document, invitation or advertisement relating to the shares has been issued or may be issued or
may be in the possession of any person for the purpose of issue (in each case whether in Hong Kong or elsewhere), which is directed at, or the contents
of which are likely to be accessed or read by, the public of Hong Kong (except if permitted under the securities laws of Hong Kong) other than with
respect to shares which are or are intended to be disposed of only to persons outside Hong Kong or only to “professional investors” as defined in the
SFO and any rules made under that Ordinance.

This prospectus has not been registered with the Registrar of Companies in Hong Kong. Accordingly, this prospectus may not be issued,
circulated or distributed in Hong Kong, and the shares may not be offered for subscription to members of the public in Hong Kong. Each person
acquiring the shares will be required, and is deemed by the acquisition of the shares, to confirm that he is aware of the restriction on offers of the shares
described in this prospectus and the relevant offering documents and that he is not acquiring, and has not been offered any shares in circumstances that
contravene any such restrictions.
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LEGAL MATTERS

The validity of the issuance of our Class A common stock offered in this prospectus will be passed upon for us by Gunderson Dettmer
Stough Villeneuve Franklin & Hachigian, LLP, Redwood City, California. Certain legal matters in connection with this offering will be passed upon for
the underwriters by White & Case LLP, New York, New York.

EXPERTS

The financial statements as of December 31, 2020 and 2019 and for the years then ended included in this prospectus and in the registration
statement have been so included in reliance on the report of BDO USA, LLP, an independent registered public accounting firm, appearing elsewhere
herein and in the registration statement, given on the authority of said firm as experts in auditing and accounting.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

We have filed with the Securities and Exchange Commission a registration statement on Form S-1 under the Securities Act, with respect to
the shares of Class A common stock offered by this prospectus. This prospectus, which constitutes a part of the registration statement, does not contain
all of the information set forth in the registration statement or the exhibits and schedules to the registration statement. Please refer to the registration
statement and exhibits for further information with respect to the Class A common stock offered by this prospectus. Statements contained in this
prospectus regarding the contents of any contract or other document are only summaries. With respect to any contract or document that is filed as an
exhibit to the registration statement, you should refer to the exhibit for a copy of the contract or document, and each statement in this prospectus
regarding that contract or document is qualified by reference to the exhibit. The SEC maintains an Internet website that contains the registration
statement of which this prospectus forms a part, as well as the exhibits thereto. These documents, along with future reports, proxy statements and other
information about us, are available at the SEC’s website, www.sec.gov. The information on the SEC’s web site is not part of this prospectus, and any
references to this web site or any other web site are inactive textual references only.

Upon completion of this offering, we will become subject to the information and reporting requirements of the Exchange Act, and, in
accordance with this law, will be required to file periodic reports, proxy statements and other information with the SEC. These periodic reports, proxy
statements and other information will be available for inspection and copying at the SEC’s public reference facilities and the website of the SEC referred
to above. We also maintain a website at www.backblaze.com, at which you may access these materials free of charge as soon as reasonably practicable
after they are electronically filed with, or furnished to, the SEC. The information contained on, or that can be accessed through, our website is not a part
of this prospectus. Investors should not rely on any such information in deciding whether to purchase our Class A common stock. We have included our
website address in this prospectus solely as an inactive textual reference. The SEC maintains an Internet website that contains the registration statement
of which this prospectus forms a part, as well as the exhibits thereto. These documents, along with future reports, proxy statements and other
information about us, are available at the SEC’s website, www.sec.gov.
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Report of Independent Registered Public Accounting Firm

Shareholders and Board of Directors
Backblaze, Inc.
San Mateo, California

Opinion on the Financial Statements

We have audited the accompanying balance sheets of Backblaze, Inc. (the “Company”) as of December 31, 2019 and 2020, the related
statements of operations, changes in convertible preferred stock and stockholders’ deficit, and cash flows for each of the years then ended, and the
related notes (collectively referred to as the “financial statements”). In our opinion, the financial statements present fairly, in all material respects, the
financial position of the Company at December 31, 2019 and 2020, and the results of its operations and its cash flows for years then ended, in
conformity with accounting principles generally accepted in the United States of America.

Change in Accounting Principle

As discussed in Note 2 to the financial statements, the Company has changed its method of accounting for revenue arising from contracts
with customers as of January 1, 2020, due to the adoption of Revenue from Contracts with Customers (Topic 606) using the modified retrospective
approach.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the
Company’s financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board
(United States) (“PCAOB”) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part of our audits we are required to obtain
an understanding of internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or
fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our
opinion.

/s/ BDO USA, LLP
We have served as the Company’s auditor since 2020.
San Jose, California
May 11, 2021 except for the “Stock Split” paragraph of Note 2, as to which the date is November 2, 2021.
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BACKBLAZE INC.

BALANCE SHEETS

(in thousands, except share and per share data)
 
  December 31,  

 
June 30,

2021    2019   2020  
        (unaudited) 
Assets    
Current assets:    

Cash and cash equivalents  $ 6,978  $ 6,076  $ 1,306 
Accounts receivable, net   81   209   108 
Prepaid expenses and other current assets   2,023   2,947   3,403 

   
 

   
 

   
 

Total current assets   9,082   9,232   4,817 
Property and equipment, net   24,831   38,746   37,151 
Capitalized internal-use software, net   3,878   5,682   6,917 
Other assets   835   809   3,067 

   
 

   
 

   
 

Total assets  $38,626  $ 54,469  $ 51,952 
   

 

   

 

   

 

Liabilities, Convertible Preferred Stock and Stockholders’ Deficit    
Accounts payable  $ 1,553  $ 1,710  $ 1,966 
Line of credit   —     —     3,500 
Accrued expenses and other current liabilities   972   3,596   3,680 
Accrued value-added tax (“VAT”) liability   1,724   1,533   2,021 
Capital lease liability and lease financing obligation, current   8,230   11,320   11,089 
Deferred revenue, current   15,765   17,587   18,384 
Debt, current   —     628   —   

   
 

   
 

   
 

Total current liabilities   28,244   36,374   40,640 
Capital lease liability and lease financing obligation, non-current   8,529   17,886   16,482 
Deferred revenue, non-current   1,663   1,801   1,866 
Other long-term liabilities   —     820   701 
Debt, non-current   —     1,644   —   

   
 

   
 

   
 

Total liabilities  $38,436  $ 58,525  $ 59,689 
   

 
   

 
   

 

Commitments and contingencies (Note 10)    
Convertible Preferred Stock    

Convertible preferred stock, $0.001 par value; 9,000,000 shares authorized as of December 31, 2019 and 2020,
and June 30, 2021 (unaudited); 3,359,195 issued and outstanding with aggregate liquidation preference of
$2,852 as of December 31, 2019 and 2020, and June 30, 2021 (unaudited), respectively   2,784   2,784   2,784 

Stockholders’ Deficit    
Common stock, $0.001 par value; 36,000,000 shares authorized as of December 31, 2019 and 2020, and June

30, 2021 (unaudited); 18,596,772, 18,614,905 and 18,936,698, shares issued and outstanding as of
December 31, 2019 and 2020, and June 30, 2021 (unaudited), respectively   5   5   5 

Additional paid-in capital   5,684   7,794   10,219 
Accumulated deficit   (8,283)   (14,639)   (20,745) 

   
 

   
 

   
 

Total stockholders’ deficit   (2,594)   (6,840)   (10,521) 
   

 
   

 
   

 

Total liabilities, convertible preferred stock and stockholders’ deficit  $38,626  $ 54,469  $ 51,952 
   

 

   

 

   

 

See accompanying notes, which are an integral part of these financial statements.
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BACKBLAZE INC.

STATEMENTS OF OPERATIONS

(in thousands, except share and per share data)
 
   For the Year Ended December 31,   Six Months Ended June 30,  
           2019                   2020                   2020                   2021          
         (unaudited)  
Revenue   $ 40,748  $ 53,784  $ 25,379  $ 31,462 
Cost of revenue    20,127   25,801   11,678   15,756 

    
 

   
 

   
 

   
 

Gross profit    20,621   27,983   13,701   15,706 
Operating expenses:      

Research and development    8,436   13,069   5,832   8,976 
Sales and marketing    8,166   11,924   5,423   8,124 
General and administrative    3,070   6,722   2,638   5,157 

    
 

   
 

   
 

   
 

Total operating expenses    19,672   31,715   13,893   22,257 
    

 
   

 
   

 
   

 

Income (loss) from operations    949   (3,732)   (192)   (6,551) 
Interest expense    (1,929)   (2,886)   (1,153)   (1,718) 
Gain on extinguishment of debt    —     —     —     2,299 

    
 

   
 

   
 

   
 

Loss before provision for income taxes    (980)   (6,618)   (1,345)   (5,970) 
Income tax provision    (16)   (5)   —     (136) 

    
 

   
 

   
 

   
 

Net loss   $ (996)  $ (6,623)  $ (1,345)  $ (6,106) 
    

 

   

 

   

 

   

 

Net loss per share, basic and diluted   $ (0.05)  $ (0.36)  $ (0.07)  $ (0.33) 
    

 

   

 

   

 

   

 

Weighted average shares used in computing net loss per share, basic
and diluted    18,596,772   18,609,422   18,603,922   18,691,938 

    

 

   

 

   

 

   

 

See accompanying notes, which are an integral part of these financial statements.
 

F-4



Table of Contents

BACKBLAZE INC.

STATEMENTS OF CHANGES IN CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS’ DEFICIT

(in thousands, except share data)
 
   

Convertible
Preferred Stock      Common Stock  

  

Additional
Paid-in
Capital    

Accumulated
Deficit   Total     Shares   Amount     Shares    Amount 

Balance as of December 31, 2018, as originally
reported    3,359,195  $2,784     18,596,772   $ 5   $ 4,167   $ (7,732)  $ (3,560) 

Immaterial revision (Note 2)    —     —       —      —      —      445   445 
    

 
   

 
     

 
    

 
    

 
    

 
   

 

Balance as of December 31, 2018, as revised    3,359,195  $2,784     18,596,772   $ 5   $ 4,167   $ (7,287)  $ (3,115) 
    

 
   

 
     

 
    

 
    

 
    

 
   

 

Net loss    —     —       —      —      —      (996)   (996) 
Stock-based compensation    —     —       —      —      1,517    —     1,517 

    
 

   
 

     
 

    
 

    
 

    
 

   
 

Balance as of December 31, 2019    3,359,195  $2,784     18,596,772   $ 5   $ 5,684   $ (8,283)  $ (2,594) 
    

 
   

 
     

 
    

 
    

 
    

 
   

 

Net loss    —     —       —      —      —      (6,623)   (6,623) 
Adoption of new accounting standard (Topic 606)    —     —       —      —      —      267   267 
Issuance of common stock upon exercise of stock

options    —     —       18,133    —      19    —     19 
Stock-based compensation    —     —       —      —      2,091    —     2,091 

    
 

   
 

     
 

    
 

    
 

    
 

   
 

Balance as of December 31, 2020    3,359,195  $2,784     18,614,905   $ 5   $ 7,794   $ (14,639)  $ (6,840) 
    

 
   

 
     

 
    

 
    

 
    

 
   

 

Net loss (unaudited)    —     —       —      —      —      (6,106)   (6,106) 
Issuance of common stock upon exercise of stock

options (unaudited)    —     —       321,793    —      148    —     148 
Stock-based compensation (unaudited)    —     —       —      —      2,277    —     2,277 

    
 

   
 

     
 

    
 

    
 

    
 

   
 

Balance as of June 30, 2021 (unaudited)    3,359,195  $2,784     18,936,698   $ 5   $ 10,219   $ (20,745)  $(10,521) 
    

 
   

 
     

 
    

 
    

 
    

 
   

 

 
   

Convertible
Preferred Stock      Common Stock  

  

Additional
Paid-in
Capital    

Accumulated
Deficit   Total     Shares   Amount     Shares    Amount 

Balance as of December 31, 2019    3,359,195  $2,784     18,596,772   $ 5   $ 5,684   $ (8,283)  $(2,594) 
    

 
   

 
     

 
    

 
    

 
    

 
   

 

Net loss (unaudited)    —     —       —      —      —      (1,345)   (1,345) 
Adoption of new accounting standard (Topic 606)    —     —       —      —      —      267   267 
Issuance of common stock upon exercise of stock options

(unaudited)    —     —       18,097    —      19    —     19 
Stock-based compensation (unaudited)    —     —       —      —      849    —     849 

    
 

   
 

     
 

    
 

    
 

    
 

   
 

Balance as of June 30, 2020 (unaudited)    3,359,195  $2,784     18,614,869   $ 5   $ 6,552   $ (9,361)  $(2,804) 
    

 
   

 
     

 
    

 
    

 
    

 
   

 

See accompanying notes, which are an integral part of these financial statements.
 

F-5



Table of Contents

BACKBLAZE INC.

STATEMENTS OF CASH FLOWS

(in thousands)
 
   

For the Year
      Ended December 31,        

Six months
Ended June 30,  

   2019   2020   2020   2021  
         (unaudited)  
CASH FLOWS FROM OPERATING ACTIVITIES      
Net loss   $ (996)  $ (6,623)  $ (1,345)  $(6,106) 

Adjustments to reconcile net loss to net cash provided by operating activities:      
Gain on extinguishment of Paycheck Protection Program (“PPP”) loan    —     —     —     (2,299) 
Depreciation and amortization    9,318   12,951   5,749   7,982 
Stock-based compensation    1,387   1,879   743   2,163 
Amortization of deferred contract costs    —     664   330   367 
(Gain) loss on disposal of assets and other    (184)   42   —     (12) 

Changes in operating assets and liabilities:      
Accounts receivable    (20)   (128)   (8)   101 
Prepaid expenses and other current assets    (34)   (1,173)   (840)   (1,172) 
Other assets    (835)   170   286   (186) 
Accounts payable    482   143   (409)   441 
Accrued expenses and other current liabilities    165   2,302   682   48 
Accrued VAT liability    351   (191)   48   488 
Deferred revenue    3,569   1,963   1,466   862 
Other long-term liabilities    —     820   292   (94) 

    
 

   
 

   
 

   
 

Net cash provided by operating activities    13,203   12,819   6,994   2,583 
    

 
   

 
   

 
   

 

CASH FLOWS FROM INVESTING ACTIVITIES      
Proceeds from disposal of property and equipment    346   2   —     15 
Purchases of property and equipment, net    (1,574)   (2,125)   (1,165)   (4,472) 
Capitalized internal-use software costs    (2,004)   (2,850)   (1,284)   (1,949) 

    
 

   
 

   
 

   
 

Net cash used in investing activities    (3,232)   (4,973)   (2,449)   (6,406) 
    

 
   

 
   

 
   

 

CASH FLOWS FROM FINANCING ACTIVITIES      
Principal payments on capital lease and lease financing obligations    (7,733)   (10,863)   (4,466)   (5,722) 
Payments of deferred offering costs    —     (176)   —     (1,780) 
Proceeds from PPP    —     2,272   2,272   —   
Proceeds from debt facility    —     —     —     3,500 
Proceeds from lease financing    —     —     —     2,907 
Proceeds from exercises of stock options    —     19   19   148 

    
 

   
 

   
 

   
 

Net cash used in financing activities    (7,733)   (8,748)   (2,175)   (947) 
    

 
   

 
   

 
   

 

Net increase (decrease) in cash and cash equivalents    2,238   (902)   2,370   (4,770) 
Cash and cash equivalents at beginning of period    4,740   6,978   6,978   6,076 

    
 

   
 

   
 

   
 

Cash and cash equivalents at end of period   $ 6,978  $ 6,076  $ 9,348  $ 1,306 
    

 

   

 

   

 

   

 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:      
Cash paid for interest   $ 1,962  $ 2,882  $ 1,158  $ 1,693 
Cash paid for income taxes   $ 4  $ 11  $ —    $ —   

SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND FINANCING ACTIVITIES      
Stock-based compensation capitalized internal-use software   $ 130  $ 212  $ 106  $ 114 
Equipment acquired through capital lease obligations   $ 7,138  $ 23,083  $11,995  $ 4,252 
Accruals related to purchases of property and equipment   $ 16  $ 731  $ 55  $ 449 
Extinguishment of PPP loan   $ —    $ —    $ —    $ 2,299 

See accompanying notes, which are an integral part of these financial statements.
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BACKBLAZE INC.

NOTES TO FINANCIAL STATEMENTS

Note 1. Organization and Description of Business

Description of Business

Backblaze, Inc. (“Backblaze” or the “Company”) is a storage cloud platform, providing businesses and consumers with solutions to store
and use their data. Backblaze provides these cloud services through purpose-built, web-scale software built on commodity hardware. Backblaze was
incorporated in the state of Delaware on April 20, 2007 and is headquartered in San Mateo, California.

Note 2. Basis of Presentation and Summary of Significant Accounting Policies

Basis of Presentation

The accompanying financial statements have been prepared in accordance with generally accepted accounting principles in the United
States of America (“GAAP”) as of and for the years ended December 31, 2019 and 2020.

Stock Split

During October 2021, the Company effected a 3.6-for-1 stock split of its outstanding common stock and convertible preferred stock. Upon
the effectiveness of the stock split, all issued and outstanding shares of common stock and convertible preferred stock and related per share amounts
contained in the accompanying financial statements were retroactively revised to reflect this stock split for all periods presented. The par value of the
authorized stock was not adjusted as a result of the stock split.

Unaudited Interim Financial Information

The accompanying interim balance sheet as of June 30, 2021, the interim statements of operations, of cash flows, and of changes in
convertible preferred stock and stockholders’ deficit for the six months ended June 30, 2020 and 2021, and the related notes to such interim financial
statements are unaudited. These unaudited interim financial statements are presented in accordance with the rules and regulations of the U.S. Securities
and Exchange Commission (the “SEC”) and do not include all disclosures normally required in annual financial statements prepared in accordance with
GAAP. In management’s opinion, the unaudited interim financial statements have been prepared on the same basis as the annual financial statements
and reflect all adjustments, which include only normal recurring adjustments necessary for the fair statement of the Company’s financial position as of
June 30, 2021 and the results of operations and cash flows for the six months ended June 30, 2020 and 2021. The results of operations for the six months
ended June 30, 2021 are not necessarily indicative of the results to be expected for the full year or any other future interim or annual period.

Revisions to Prior Period Financial Statements

The Company identified errors in its previously reported financial statements. None of the identified errors were material to the previously
reported period. These errors have now been corrected in the balance sheet and statement of cash flows as of and for the year ended December 31, 2019,
respectively, and in the statement of changes in convertible preferred stock and stockholders’ deficit as of December 31, 2019 and 2018. The errors
related to amounts recorded for unsettled balances due from its credit card payment processor. The impact of these corrections on the Company’s
financial statements is as provided below (in thousands).

Balance sheet
 

   As of December 31, 2019  

   
As Previously

Reported    Corrections   As Revised 
Prepaid expenses and other current assets   $ 1,506   $ 517   $ 2,023 
Accrued expenses and other current liabilities    1,041    (69)    972 
Deferred revenue, current    15,624    141    15,765 
Accumulated deficit    (8,728)    445    (8,283) 
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Statement of cash flows
 

Reported Corrections As Revised   For the Year Ended December 31, 2019  

   
As Previously

Reported    Corrections   As Revised 
Prepaid expenses and other current assets   $ 38   $ (72)   $ (34) 
Accrued expenses and other current liabilities    234    (69)    165 
Deferred revenue    3,428    141    3,569 

Emerging Growth Company

The Company is an emerging growth company (“EGC”), as defined in the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”).
Under the JOBS Act, EGCs can delay adopting new or revised accounting standards issued subsequent to the enactment of the JOBS Act until such time
as those standards apply to private companies. The Company has elected to use this extended transition period for complying with new or revised
accounting standards that have different effective dates for public and private companies until the earlier of the date that it (i) is no longer an EGC or
(ii) affirmatively and irrevocably opts out of the extended transition period provided in the JOBS Act. As a result, these financial statements may not be
comparable to companies that comply with the new or revised accounting pronouncements as of public company effective dates. The Company expects
to use the extended transition period for any other new or revised accounting standards during the period in which it remains an EGC.

Segment Information

The Company has a single operating and reportable segment. In reaching this conclusion, management considers the definition of the chief
operating decision maker (“CODM”), how the business is defined by the CODM, the nature of the information provided to the CODM and how that
information is used to make operating decisions, allocate resources and assess performance. The Company’s chief operating decision maker is its Chief
Executive Officer, who reviews financial information presented on an aggregated basis for purposes of making operating decisions, assessing financial
performance and allocating resources.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
amounts reported and disclosed in the financial statements and the accompanying notes. Such estimates and assumptions include the costs to be
capitalized as internal-use software and their useful life, the useful lives of other long-lived assets, impairment considerations for long-lived assets,
expected lease term for capital leases, calculation of the refund liability, estimates related to variable consideration, valuation of the Company’s common
stock and stock options and accounting for taxes, including estimates for sales tax and VAT liability, deferred tax assets, valuation allowance and
uncertain tax positions. The Company bases its estimates on historical experience and on assumptions that management considers reasonable. Future
actual results could differ materially from these estimates.

Risks and Uncertainties

COVID-19

The worldwide spread of coronavirus (“COVID-19”) has created significant uncertainty in the global economy. There have been no
comparable recent events that provide guidance as to the effect the spread of COVID-19 as a global pandemic may have, and as a result, the ultimate
impact of COVID-19 and the extent to which COVID-19 continues to impact Backblaze’s business will depend on future developments, which are
highly uncertain and difficult to predict.
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Starting in April 2020, Backblaze began to acquire additional hard drives and related infrastructure equipment through capital lease
agreements in order to minimize the impact of potential supply chain disruptions. The additional leased hard drives resulted in a higher balance of
capital equipment and related lease liability, an increase in cash used in financing activities from principal payments, as well as higher ongoing interest
and depreciation expense related to these lease agreements. While the Company has not yet experienced a supply chain disruption, such a disruption
may occur in the future.

In response to the COVID-19 pandemic, in the first quarter of 2020, the Company temporarily closed its office, enabled its non-essential
workforce to work remotely, and implemented travel restrictions for non-essential business. The changes Backblaze has implemented to date have not
materially affected its ability to maintain operations, including financial reporting systems, internal controls over financial reporting, and disclosure
controls and procedures.

The Company may also experience other impacts of the COVID-19 pandemic such as the lack of availability of the Company’s key
personnel, additional temporary closures of the Company’s office or the facilities of the Company’s business partners, customers, third party service
providers or other vendors, the inability to travel to markets and sell its products, and the interruption of the Company’s access to liquidity and capital or
financial markets.

The Coronavirus Aid, Relief, and Economic Security (“CARES”) Act was signed into law on March 27, 2020. The CARES Act, among
other things, includes provisions relating to refundable payroll tax credits, deferment of employer side social security tax payments, net operating loss
carryback periods, alternative minimum tax credit refunds, modifications to the net interest deduction limitations, increased limitations on qualified
charitable contributions, and technical corrections to tax depreciation methods for qualified improvement property.

In April 2020, the Company applied for a payroll forgiveness loan and received $2.3 million from the Small Business Administration’s
(“SBA”) Paycheck Protection Program (“PPP”). The Company submitted its PPP forgiveness application in July 2020, and in June 2021 the Company
received notification from the SBA that the Company’s forgiveness application of the PPP loan and accrued interest, totaling $2.3 million, was approved
in full, and the Company had no further obligations related to the PPP loan. Accordingly, the Company recorded a gain on the forgiveness of the PPP
loan as gain on extinguishment of debt on its statement of operations as of June 30, 2021 (unaudited). See Note 11 for details.

On March 11, 2021, the American Rescue Plan Act of 2021 (“the American Rescue Plan”) was signed into law, which included additional
economic stimulus and tax credits, including the expansion of the Employee Retention Credit. Backblaze continues to examine the impact that the
American Rescue Plan will have on its financial condition, results of operations, and liquidity.

While the full impact of the pandemic to the business remains unknown, Backblaze does not believe that its results of operations and
financial condition have been significantly impacted as of the date of these financial statements. The Company’s potential customers, customers or
partners may have experienced, or in the future could experience, downturns or uncertainty in their own business operations due to COVID-19, which
may have affected or could affect purchasing and operating decisions. The Company may experience customer losses due to customer bankruptcy or
cessation of operations, or other factors. In addition, the Company’s supply chain may be disrupted, or it may be unable to obtain infrastructure and
related equipment essential to its business on favorable terms or at all. The Company does not yet know the full extent of potential impacts on its
business or operations or on the global economy as a whole, particularly if the COVID-19 pandemic continues and persists for an extended period of
time. As of the date of these financial statements, the Company is not aware of any specific event or circumstance that would require it to update its
estimates, judgments or the carrying value of its assets or liabilities.
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Concentrations

Credit risk. Financial instruments that potentially subject the Company to credit risk primarily consist of cash, cash equivalents and accounts
receivable. The Company maintains its cash and cash equivalents with high-quality financial institutions with investment-grade ratings. Deposits with
these financial institutions may exceed the amount of insurance provided on such deposits. For accounts receivable, the Company is exposed to credit
risk in the event of nonpayment by customers to the extent of the amount recorded on the balance sheets.

Vendors. The Company acquires infrastructure equipment from third party vendors. Vendors may have limited sources of equipment and
supplies which may expose the Company to potential supply and service disruptions that could harm the Company’s business. Two vendors represented
in aggregate 31% of total cash disbursements during the year ended December 31, 2020, while three vendors represented 20% of the accounts payable
balance as of December 31, 2020. Two vendors represented an aggregate 27% of total cash disbursements during the six months ended June 30, 2021
(unaudited), while three vendors represented an aggregate 32% of the accounts payable balance as of June 30, 2021 (unaudited).

Revenue. The Company derives substantially all of its revenue from the services operating on its Backblaze Storage Cloud platform: its
Backblaze B2 Cloud Storage (“Backblaze B2”) and Backblaze Computer Backup (“Computer Backup”) offerings. The potential for severe impact to the
Company’s business could result if the Company was unable to operate its platform or serve customers through its platform, for an extended period of
time.

Revenue Recognition

The Backblaze Storage Cloud provides the core platform for the Company’s Backblaze B2 consumption-based offering and its Computer
Backup subscription-based offering. The Company derives its revenue primarily from fees earned from customers accessing these offerings through its
platform, paid monthly in arrears for consumption-based arrangements for Backblaze B2, or charged upfront for subscription-based arrangements for
Computer Backup. The Company provides services to its customers under subscription-based arrangements of one month, one-year and two-years,
which automatically renew at the end of the respective term.

The Company also recognizes revenue from products offered to its customers for the ability to securely restore data using a USB drive
(“USB Restore”) and for migrating large data sets to its platform using its proprietary Fireball device. The Company refers to these products as its
“Physical Media revenue”. Physical Media revenue was approximately 1% of the Company’s revenue for the years ended December 31, 2019 and 2020,
and for the six months ended June 30, 2020 and 2021 (unaudited).

The Company’s monthly subscription arrangements do not provide customers with refund rights. One and two-year subscription
arrangements are eligible for a full refund up to 30 days after subscribing. For its Physical Media revenue, the Company offers a full refund to its
customers restoring data using a USB drive, if the drives are returned to the Company within 30 days of receipt. The Company recognizes revenue net
of its estimate of expected customer cancellations and returns. These estimates involve inherent uncertainties and use of management’s judgment.

While the majority of the Company’s customers pay via credit card, amounts that have been invoiced are recorded in accounts receivable
and in revenue, or deferred revenue, depending on whether appropriate revenue recognition criteria have been met. As the Company provides its
offerings as a hosted service, it does not provide customers the contractual right to take possession of the software at any time, does not incur set up
costs, nor does it charge an installation fee for its new customers.

The Company adopted Accounting Standards Codification (“ASC”) 606 on January 1, 2020 using the modified retrospective method. The
Company recognized revenue in accordance with ASC 605 for the period ended December 31, 2019.
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Revenue recognition under ASC 605

The Company recognizes revenue from these transactions when all of the following criteria are satisfied:
 
 •  there is persuasive evidence of an arrangement;
 
 •  the service has been or is being provided to the customer;
 
 •  the amount of the fees to be paid by the customer is fixed or determinable; and
 
 •  collectability of the fees is reasonably assured.

Subscription-based arrangements revenue is recognized on a straight-line basis over the contractual term of the arrangement beginning on
the date that the service commences, provided that all other revenue recognition criteria have been met. Fees from consumption-based arrangements are
recognized as services are delivered. Physical Media revenue is recognized as devices for restoring or migrating data are delivered or as they are being
provided to customers, respectively.

The Company’s arrangements do not include multiple elements and are accounted for as one single unit of accounting.

Revenue recognition under ASC 606

The Company determines revenue recognition in accordance with Accounting Standards Update (“ASU”) No. 2014-09, Revenue from
Contracts with Customers (“ASC 606”) through the following five steps:

1. Identify the contract with a customer. The Company considers the terms and conditions of the contracts and its customary business
practices in identifying its contracts under ASC 606. The Company determines it has a contract with a customer when the contract has been approved by
both parties, it can identify each party’s rights regarding the services to be transferred and the payment terms for the services, it has determined the
customer to have the ability and intent to pay, and the contract has commercial substance. The Company applies judgment in determining the customer’s
ability and intent to pay, which is based on a variety of factors; however, as approximately 99% and 98% of the Company’s revenue was generated from
customers paying via credit card during the year ended December 31, 2020 and six months ended June 30, 2021 (unaudited), respectively, the risk of
non-payment is reduced.

2. Identify the performance obligations in the contract. Performance obligations promised in a contract are identified based on the services
and products that will be transferred to the customer that are both capable of being distinct and are distinct in the context of the contract. The Company’s
contracts typically contain a single distinct performance obligation representing its Backblaze Storage Cloud platform offerings, which includes
Computer Backup and B2 Backup services and customer support. Customers also have the option to purchase a USB device for USB Restore and rental
of its Fireball device at the standalone selling price (“SSP”).

3. Determine the transaction price. The transaction price is determined based on the consideration the Company expects to receive in
exchange for transferring services to the customer. Variable consideration is included in the transaction price if, in the Company’s judgment, it is
probable that a significant future reversal of cumulative revenue recognized under the contract will not occur. The Company’s variable consideration
includes consumption-based revenue and revenue arrangements that offer the right of return. The Company offers a 30 day right of return for its 1 and 2-
year subscription based arrangements and records a refund liability based on historical return data. Certain fees that are considered consideration
payable to a customer are accounted for as a reduction of the transaction price. None of the Company’s contracts contain a significant financing
component. Revenue is recognized net of any taxes collected from customers, which are subsequently remitted to governmental entities (e.g., sales and
other indirect taxes).
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4. Allocate the transaction price to performance obligations in the contract. Contracts that contain multiple distinct performance obligations
require an allocation of the transaction price to each performance obligation based on a relative SSP. The Company determines relative standalone
selling price for performance obligations based on the price it sells a good or service separately.

5. Recognize revenue when or as the Company satisfies a performance obligation. Revenue is recognized when control of the services is
transferred to the customers and in an amount that reflects the consideration the Company expects to receive in exchange for those services.
Performance obligations are satisfied over time when the customer simultaneously receives and consumes the benefits as the entity performs. Revenue is
generally recognized over the common measure of progress (i.e., time-based or consumption-based) for the entire performance obligation. Revenue
from subscription-based arrangements is recognized on a straight-line basis over the contractual term beginning on the date that the service commences,
as customers are entitled to the same benefits throughout the contractual term. Fees from consumption-based arrangements are recognized as services
are delivered based on the amount of daily storage consumed. Revenue for USB Restore is recognized as USB devices are delivered to customers, and
recognition through the Company’s Fireball device rental is time-based.

The Company also offers a 15-day free trial period for its subscription-based arrangements. The Company does not enter into a contract
with the customer during this trial period. Under its consumption-based arrangements, the Company does not charge customers until at least 10
gigabytes of data have been stored.

The Company applied the optional exemption of not disclosing the transaction price allocated to the remaining performance obligations for
its consumption-based contracts and contracts with original duration of one year or less. The non-current deferred revenue balance of $1.8 million on the
Company’s balance sheet as of December 31, 2020 will be recognized in 2022. As of June 30, 2021 (unaudited), the Company’s non-current deferred
revenue balance was $1.9 million, which will be recognized in 2022 and 2023.

For revenue generated from arrangements that involve third-parties, the Company evaluates whether it is the principal or the agent based on
maintaining control over the services being provided and maintaining the relationship with the end-customer. Substantially all of the Company’s revenue
is reported on a gross basis, as the Company is the principal.

Cost of Revenue

Cost of revenue includes costs directly associated with the delivery of services and products, which consists of expenses for providing
Backblaze’s platform to its customers. These expenses include rent and utilities for operating in co-location facilities, network and bandwidth costs,
shipping and handling for Physical Media revenue, depreciation of the Company’s equipment and capital lease assets in co-location facilities and other
infrastructure expenses incurred in connection with its customers’ use of its services. Personnel-related costs associated with customer support and
maintaining service availability include salaries, benefits, bonuses and stock-based compensation. Cost of revenue also includes credit card processing
fees, amortization of capitalized internal-use software development costs and allocated overhead costs.

Research and Development Costs

Research and development costs consist primarily of personnel-related expenses associated with the Company’s research and development
staff, including salaries, benefits, bonuses and stock-based compensation. Research and development costs also include consultants or professional
services fees, costs related to the support and maintenance of systems used in product development, subscription services for use by its research and
development organization and an allocation of its overhead costs. Research and development costs are generally expensed as incurred, unless they
qualify as capitalized internal-use software.
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Advertising Costs

Advertising costs are expensed as incurred and are included in sales and marketing expenses in the statements of operations. These costs
were approximately $1.5 million, $1.3 million, $0.6 million and $1.1 million for the years ended December 31, 2019 and 2020 and six months ended
June 30, 2020 and 2021 (unaudited), respectively.

Income Taxes

The Company accounts for income taxes using the asset and liability method. Deferred income taxes are recognized by applying the enacted
statutory tax rates applicable to future years to differences between the carrying amounts of existing assets and liabilities and their respective tax bases
and net operating loss and tax credit carryforwards. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in the period
that includes the enactment date. The measurement of deferred tax assets is reduced, if necessary, by a valuation allowance to amounts that are more
likely than not to be realized.

Where interpretation of the tax law may be uncertain, the Company recognizes, measures and discloses income tax uncertainties. The
Company accounts for interest expense and penalties related to unrecognized tax benefits as income tax expense in its statements of operations. The
Company is subject to periodic audits by the Internal Revenue Service and other taxing authorities, which may challenge tax positions taken by the
Company.

Stock-based Compensation

All stock-based compensation to employees is measured on the grant date, based on the fair value of the awards on the date of grant. The
Company recognizes compensation cost for its awards on a straight-line basis over the requisite service period, which is generally a vesting period of
four years.

The Company uses the Black-Scholes option pricing model to measure the fair value of its stock options. The Black-Scholes option pricing
model requires the use of complex assumptions, which determine the fair value of stock-based awards. If an award contains a provision whereby vesting
is accelerated upon a change in control, the Company recognizes stock-based compensation expense on a straight-line basis, as a change in control is
considered to be outside of its control and is not considered probable until it occurs. Forfeitures are accounted for in the period in which they occur.

Net Loss Per Share Attributable to Common Stockholders

The Company calculates its basic and diluted net loss per share attributable to common stockholders in conformity with the two-class
method required for companies with participating securities. All series of the Company’s convertible preferred stock are considered to be participating
securities as the holders of the preferred stock are entitled to receive a non-cumulative dividend in the event that a dividend is declared or paid on
common stock. Under the two-class method, in periods when the Company has net income, net income attributable to common stockholders is
determined by allocating undistributed earnings, calculated as net income less current period convertible preferred stock non-cumulative dividends,
between common stock and the convertible preferred stock. In computing diluted net income attributable to common stockholders, undistributed
earnings are re-allocated to reflect the potential impact of dilutive securities. The Company’s basic net loss per share attributable to common
stockholders is calculated by dividing the net loss attributable to common stockholders by the weighted-average number of shares of common stock
outstanding for the period. The diluted net loss per share attributable to common stockholders is computed by giving effect to all potential dilutive
common stock equivalents outstanding for the period. The dilutive effect of these potential common shares is reflected in diluted earnings per share by
application of the treasury stock method. For purposes of this calculation, convertible preferred stock and options to purchase common stock are
considered common stock equivalents but have been excluded from the calculation of diluted net loss per share attributable to common stockholders as
their effect is antidilutive.
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Cash and Cash Equivalents

Cash and cash equivalents include cash and certain highly liquid investments with original maturities of 90 days or less at the date of
purchase. Cash equivalents are primarily recorded at cost, which approximates fair value due to their generally short maturities.

Fair Value of Financial Instruments

The Company measures financial assets and liabilities at fair value at each reporting date. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. Fair value measurements are
reported under a three-level valuation hierarchy. The classification of the Company’s financial assets within the hierarchy is as follows:

Level 1—Inputs to the valuation methodology are unadjusted quoted prices in active markets for identical assets or liabilities. The
Company’s Level 1 assets include money market funds.

Level 2—Other than quoted prices included in Level 1 inputs that are observable for the asset or liability, either directly or indirectly, for
substantially the full term of the asset or liability.

Level 3—Unobservable inputs for the asset or liability used to measure fair value to the extent that observable inputs are not available,
thereby allowing for situations in which there is little, if any, market activity for the asset or liability at the measurement date.

The carrying amounts reflected in the balance sheets for accounts receivable, prepaid expenses and other current assets, accounts payable,
accrued liabilities and other liabilities and deferred revenue approximate their respective fair values due to the short maturities of those instruments.

Accounts Receivable, Net

Accounts receivable are recorded net of an allowance for doubtful accounts, when the Company has an unconditional right to payment. The
allowance for doubtful accounts is estimated based on the Company’s assessment of its ability to collect on customer accounts receivable and was not
material as of December 31, 2019 and 2020, and as of June 30, 2021 (unaudited). The Company regularly reviews the allowance by considering certain
factors such as historical experience, credit quality, age of accounts receivable balances and other known conditions that may affect a customer’s ability
to pay. In cases where the Company is aware of circumstances that may impair a specific customer’s ability to meet its financial obligations, a specific
allowance is recorded against amounts due from the customer which reduces the net recognized receivable to the amount the Company reasonably
believes will be collected. The Company writes-off accounts receivable against the allowance when a determination is made that the balance is
uncollectible and collection of the receivable is no longer being actively pursued.

Unbilled Accounts Receivable

Unbilled accounts receivable represents revenue recognized on contracts for which billings have not yet been presented to customers due to
consumption-based usage that is billed monthly in arrears. Substantially all of the Company’s unbilled accounts receivable is charged via a credit card
upon billing. Unbilled accounts receivable is included in prepaid expenses and other current assets on the balance sheets.

Deferred Offering Costs

Deferred offering costs, which consist of direct incremental legal, accounting and consulting fees relating to the Company’s proposed initial
public offering (“IPO”), are capitalized in other assets on the balance
 

F-14



Table of Contents

sheet. The deferred offering costs will be offset against IPO proceeds upon the consummation of an IPO. In the event the planned IPO is terminated, the
deferred offering costs will be expensed immediately.

Deferred Contract Costs

Commissions paid to affiliates for new customers or customer renewals are considered incremental and recoverable costs of obtaining a
contract with a customer. These costs are recorded when earned and are amortized over the expected benefit period using the straight-line method. As
renewal commission is commensurate with a commission in an initial sale, such amounts are capitalized and amortized over the stated contract term.
Capitalized commission amounts expected to be recognized within one year of the balance sheet date are recorded as prepaid expenses and other current
assets, and the remaining portion is recorded as other assets, on the Company’s balance sheets. Expense for commissions are included in sales and
marketing expenses in the statements of operations.

Property and Equipment, Net

Property and equipment, both owned and under capital leases, are stated at cost, less accumulated depreciation, which is computed on a
straight-line basis over the asset’s estimated useful life. Leasehold improvements are depreciated over the shorter of the useful life of the asset or
expected lease term. Improvements that increase functionality of the asset are capitalized and depreciated over the asset’s remaining useful life.
Construction-in-progress is not depreciated. Fully depreciated assets are retained in property and equipment until removed from service.

The following table presents the estimated useful lives of property and equipment:
 

Property and Equipment   Useful life
Data center equipment   3 - 5 years
Machinery and equipment   3 - 5 years
Computer equipment   3 - 5 years
Leasehold improvements   Shorter of useful life or expected lease term

Capitalized Internal-use Software, Net

The Company capitalizes qualifying software development costs related to new features and enhancements to the functionality of its
platform and related products. The costs consist of personnel costs (including related benefits and stock-based compensation) that are incurred during
the application development stage. Capitalization of costs begins when two criteria are met: (i) the preliminary project stage is completed, and (ii) it is
probable that the software will be completed and used for its intended function. Capitalization ceases when the software is substantially complete and
ready for its intended use, including the completion of all significant testing. Costs related to preliminary project activities and post-implementation
operating activities are expensed as incurred.

The Company reviews its capitalization criteria for each project individually. Capitalized costs are amortized over the estimated useful life
of the software, which is five years, on a straight-line basis, and represents the manner in which the expected benefit will be derived. The Company
determines the useful lives of identifiable project assets after considering the specific facts and circumstances related to each project. The amortization
of costs related to the platform applications is included in cost of revenue in the statements of operations.

Significant judgments related to the capitalization of internal-use software costs include determining whether it is probable that projects will
result in new or additional functionality, concluding on when the application development phase starts and ends and estimating which costs, especially
employee compensation costs, should be capitalized.
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Impairment of Long-lived Assets

Long-lived assets with finite lives include property and equipment and capitalized internal-use software. The Company evaluates these long-
lived assets for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of assets held and used is measured by comparison of the carrying amount of an asset or an asset group to estimated undiscounted future
net cash flows expected to be generated by the asset or asset group. If the carrying amount of an asset exceeds these estimated future cash flows, an
impairment charge is recognized in the amount by which the carrying amount of the assets exceeds the fair value of the asset or asset group during the
quarter in which the determination is made.

Deferred Revenue

The Company records deferred revenue when customer payments are received in advance of satisfying the performance obligations on the
Company’s contracts. Subscription-based arrangements are generally billed and paid in advance of satisfaction of these performance obligations.
Deferred revenue relating to the Company’s subscription-based arrangements that have a contractual expiration date of less than 12 months are classified
as current. The Company classifies deferred revenue from services that will be provided in more than 12 months as non-current on its balance sheets.

Leases

The Company enters into capital lease arrangements for hard drives and related equipment, and operating leases for rental of co-location
space in data centers and offices. The Company determines if an arrangement is or contains a lease at inception by evaluating various factors, including
if the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration and other facts and
circumstances. The lease term begins on the date of initial possession of the leased asset. The Company does not assume renewals in its determination of
the lease term unless the renewals are deemed to be reasonably assured at lease inception. Lease classification is determined at the lease commencement
date. Capital leases are included in property and equipment, net, on the Company’s balance sheets.

Accounting Pronouncements Recently Adopted

In May 2014, the Financial Accounting Standards Board (“FASB”) issued ASU 2014-09, Revenue from Contracts with Customers (Topic
606), which requires an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of goods or services to customers.
This new revenue standard replaces all existing revenue recognition guidance in GAAP. Subsequently, the FASB also issued a series of amendments to
the new revenue standard. On January 1, 2020, the Company adopted ASC 606 using the modified retrospective method. Therefore, results for reporting
periods beginning after January 1, 2020 are presented under ASC 606, while prior period amounts are not adjusted and continue to be reported in
accordance with the Company’s historic accounting under ASC 605. See Note 3 for further details.

In June 2018, the FASB issued ASU 2018-07, Compensation—Stock Compensation (Topic 718): Improvements to Non-Employee Share-
Based Payment Accounting, which expands the scope of Topic 718, to include share-based payments issued to non-employees for goods or services. The
new standard supersedes Subtopic 505-50. The Company adopted this guidance effective January 1, 2020. The adoption did not have a material impact
on the Company’s financial statements.

In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820) Disclosure Framework—Changes to the Disclosure
Requirements for Fair Value Measurement, which amends its conceptual framework to improve the effectiveness of disclosures in notes to financial
statements. The Company adopted this guidance effective January 1, 2020. The adoption did not have a material impact on the Company’s financial
statements.
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Accounting Pronouncements Not Yet Adopted

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which requires the recognition of lease assets and lease liabilities
arising from operating leases on the balance sheet. Subsequently, the FASB also issued a series of amendments to this new lease standard that address
the transition methods available and clarify the guidance for lessor costs and other aspects of the new lease standard. The Company will adopt the
standard effective January 1, 2022 and expects to adopt using the modified retrospective transition method without restating comparative periods. For
non-EGCs this ASU is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2018. The Company is
currently evaluating the impact of the adoption of this guidance on its financial statements.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses on
Financial Instruments, which requires a financial asset measured at amortized cost basis to be presented at the net amount expected to be collected, with
further clarifications made more recently. For trade receivables, loans and other financial instruments, the Company will be required to use a forward-
looking expected loss model rather than the incurred loss model for recognizing credit losses which reflects losses that are probable. Credit losses
relating to available-for-sale debt securities are required to be recorded through an allowance for credit losses rather than as a reduction in the amortized
cost basis of the securities. This guidance is effective for the Company for its fiscal year beginning January 1, 2023 and interim periods within that fiscal
year. For non-EGCs this ASU is effective for fiscal years beginning after December 15, 2019, and interim periods within those fiscal years. The
Company is currently evaluating the impact of the adoption of this guidance on its financial statements.

In August 2018, the FASB issued ASU No. 2018-15, Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40), which
aligns the requirements for capitalizing implementation costs incurred in a hosting arrangement that is a service contract with the requirements for
capitalizing implementation costs incurred to develop or obtain internal-use software (and hosting arrangements that include an internal-use software
license). The accounting for the service element of a hosting arrangement that is a service contract is not affected by this new guidance. This new
guidance is effective for the Company for its fiscal year beginning January 1, 2021 and interim periods within its fiscal year beginning January 1, 2022.
For non-EGCs this ASU is effective for fiscal years beginning after December 15, 2019, and interim periods within those fiscal years. Early adoption is
permitted. The Company is currently evaluating the impact of the adoption of this guidance on its financial statements.

In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes, which
simplifies the accounting for income taxes by eliminating some exceptions to the general approach in ASC 740, Income Taxes, in order to reduce cost
and complexity of its application. This new guidance is effective for the Company for its fiscal year beginning January 1, 2022 and interim periods
within its fiscal year beginning January 1, 2023. For non-EGCs this ASU is effective for fiscal years, and interim periods within those fiscal years,
beginning after December 15, 2020. Early adoption is permitted. The Company is currently evaluating the impact of the adoption of this guidance on its
financial statements.

Note 3. Revenues

Impact of the New Revenue Standard, ASC 606

The Company recorded a net reduction to accumulated deficit of $0.3 million, as of January 1, 2020 due to the cumulative impact of
adopting ASC 606 and ASC 340-40, Other Assets and Deferred Costs—Contracts with Customers. Prior to the adoption, the Company had not
capitalized contract costs on its December 31, 2019 balance sheet. The following table summarizes the cumulative transition adjustments for the
adoption of the new
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revenue standard recorded on the January 1, 2020 balance sheet to reflect the aggregate impact of capitalizing eligible contract costs under ASC 340-40
from all contracts not completed as of January 1, 2020 (in thousands).
 

   
December 31, 2019

balance sheet   

Cumulative transition
adjustment for the new

revenue standard    
January 1, 2020

balance sheet  
Assets      
Prepaid expenses and other current assets   $ 2,023  $ 236   $ 2,259 
Other assets    835   31    866 
Equity      
Accumulated deficit    (8,283)   267    (8,016) 

The following tables summarize the impact of the new revenue standard on the Company’s statement of operations for the year ended
December 31, 2020 and the balance sheet as of December 31, 2020. The impact noted in the tables below is a result of the Company’s adoption of
accounting for deferred contract costs under ASC 340-40 in conjunction with its adoption of ASC 606 (in thousands).
 
       

For the Year Ended
December 31, 2020      

   As reported   
Impact of the new
revenue standard    

Results under the prior
revenue standard  

Operating Expenses       
Sales and marketing   $ 11,924   $ 66   $ 11,990 
 
       December 31, 2020    

   
As

reported   
Impact of the new
revenue standard   

Results under the prior
revenue standard  

Assets      
Prepaid expenses and other current assets   $ 2,947   $ (387)  $ 2,560 
Other assets    809    (42)   767 

Deferred Contract Costs

The Company’s amortization of deferred contract costs was $0.7 million, $0.3 million and $0.4 million during the year ended December 31,
2020 and the six months ended June 30, 2020 and 2021 (unaudited), respectively. The amount of capitalized contract costs was $0.4 million as of
December 31, 2020 and June 30, 2021 (unaudited).

Deferred Revenue

The increase in the deferred revenue balance for the year ended December 31, 2020 is primarily driven by cash payments received or due in
advance of satisfying performance obligations, offset by $15.8 million of revenues recognized that were included in the deferred revenue balance at the
beginning of the reporting period. The Company’s deferred revenue as stated on the balance sheets presented approximate its contract liability balance
as of December 31, 2019 and 2020, and June 30, 2021 (unaudited).
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Disaggregation of Revenues

The following table presents the Company’s revenues disaggregated by timing of revenue recognition (in thousands):
 

   
For the Year Ended

December 31,    
For the Six months

Ended June 30,  
   2019    2020    2020    2021  
           (unaudited)  
Consumption-based arrangements (Backblaze B2)   $ 8,569   $ 14,240   $ 6,261   $ 10,050 
Subscription-based arrangements (Computer Backup)    31,726    38,926    18,803    21,055 
Physical Media    453    618    315    357 

    
 

    
 

    
 

    
 

Total revenue   $ 40,748   $ 53,784   $ 25,379   $ 31,462 
    

 

    

 

    

 

    

 

The Company’s consumption-based arrangements are from its Backblaze B2 offering, and its subscription-based arrangements are from its
Computer Backup offering. The Company’s management and CODM reviews revenue on the basis presented above.

Revenue by geographic area, based on the location of the Company’s customers, was as follows (in thousands):
 

   
For the Year Ended

December 31,    
For the Six months

Ended June 30,  
   2019    2020    2020    2021  
           (unaudited)  
             
United States   $30,154   $38,869   $18,506   $22,653 
Other    10,594    14,915    6,873    8,809 

    
 

    
 

    
 

    
 

Total   $40,748   $53,784   $25,379   $31,462 
    

 

    

 

    

 

    

 

Note 4. Cash Equivalents

The Company’s cash equivalents on its balance sheets included money market funds with an amortized cost and estimated fair value of $1.8
million, $2.7 million and less than $0.1 million as of December 31, 2019 and 2020, and June 30, 2021 (unaudited), respectively. The Company had no
debt or equity investment securities during the years ended December 31, 2019 and 2020 and six months ended June 30, 2020 and 2021 (unaudited).

Note 5. Fair Value Measurements

The following table presents the fair value hierarchy for the Company’s assets measured at fair value on a recurring basis as of
December 31, 2019 and 2020, and as of June 30, 2021 (unaudited) (in thousands):
 

   Level 1    Total      
   December 31,    June 30,    December 31,    June 30,  
   2019    2020    2021    2019    2020    2021  
           (Unaudited)           (Unaudited) 
Cash equivalents:             

Money market funds   $1,793   $2,651   $ 44   $1,793   $2,651   $ 44 
    

 
    

 
    

 
    

 
    

 
    

 

Total   $1,793   $2,651   $ 44   $1,793   $2,651   $ 44 
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Fair values determined by Level 1 inputs utilize unadjusted quoted prices in active markets for identical assets. There were no Level 2 or 3
fair value measurements as of December 31, 2019 and 2020, and June 30, 2021 (unaudited).

Note 6. Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consisted of the following (in thousands):
 

   December 31,    June 30,  
   2019    2020    2021  
           (unaudited) 
Unbilled accounts receivable   $ 509   $ 841   $ 1,048 
Prepaid expenses    441    643    477 
Prepaid subscriptions    528    276    717 
Capitalized commissions    —      315    305 
Receivable from payment processor    517    268    382 
Prepaid data migration fees    —      71    127 
Deposits    25    19    —   
Other    3    514    347 

    
 

    
 

    
 

Total prepaid expenses and other current assets   $2,023   $2,947   $ 3,403 
    

 

    

 

    

 

Note 7. Property and Equipment, Net

Property and equipment, net consisted of the following (in thousands):
 

   December 31,    June 30,  
   2019    2020    2021  
           (unaudited) 
Data center equipment   $ 8,859   $ 10,538   $ 10,211 
Leased data center equipment    34,445    51,852    50,719 
Machinery and equipment    3,329    4,369    5,947 
Computer equipment    809    1,176    1,234 
Leasehold improvements    450    876    876 
Construction-in-process    280    2,358    4,063 

    
 

    
 

    
 

Total property and equipment    48,172    71,169    73,050 
Less: accumulated depreciation    (23,341)    (32,423)    (35,899) 

    
 

    
 

    
 

Total property and equipment, net   $ 24,831   $ 38,746   $ 37,151 
    

 

    

 

    

 

Depreciation expense was $8.4 million, $11.7 million, $5.2 million and $7.2 million for the years ended December 31, 2019 and 2020 and
six months ended June 30, 2020 and 2021 (unaudited), respectively. For the Company’s equipment under capital leases, accumulated depreciation was
$13.0 million, $19.6 million and $22.0 million as of December 31, 2019 and 2020, and June 30, 2021 (unaudited), respectively. The carrying value of
the Company’s equipment under capital lease agreements was $21.4 million, $32.3 million and $28.7 million as of December 31, 2019 and 2020, and
June 30, 2021 (unaudited), respectively.

During 2019, the Company disposed of long-lived assets, consisting of hard drives used in its co-located data center, which resulted in a
gain of less than $0.2 million. During 2020, the Company recorded a loss of less than $0.1 million as a result of disposing of certain hard drives. During
the six months ended June 30, 2020 and 2021 (unaudited), no material gain or loss was realized related to the disposal of long-lived assets. These
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disposals occurred in the ordinary course of business, as the Company continuously evaluates its requirements for operating its data centers. The loss
and gain are recorded as general and administrative expenses in the Company’s statements of operations for the years ended December 31, 2019 and
2020 and six months ended June 30, 2020 and 2021 (unaudited).

As of December 31, 2019 and 2020, and June 30, 2021 (unaudited), substantially all of the Company’s assets were held in the United States.

Note 8. Capitalized Internal-use Software, Net

Capitalized internal-use software, net consisted of the following (in thousands):
 

   December 31,    June 30,  
   2019    2020    2021  
           (unaudited) 
Developed software   $ 5,965   $ 8,593   $ 10,366 
Software purchased for internal-use    35    466    757 

    
 

    
 

    
 

Total capitalized internal-use software    6,000    9,059    11,123 
Less: accumulated amortization    (2,122)    (3,377)    (4,206) 

    
 

    
 

    
 

Total capitalized internal-use software, net   $ 3,878   $ 5,682   $ 6,917 
    

 

    

 

    

 

Amortization expense of capitalized internal-use software was $0.9 million, $1.2 million, $0.5 million and $0.8 million for the years ended
December 31, 2019 and 2020 and six months ended June 30, 2020 and 2021 (unaudited), respectively. Amortization of developed software and software
purchased for internal use are included in cost of revenue and general and administrative expense, respectively, in the Company’s statements of
operations for the years ended December 31, 2019 and 2020 and six months ended June 30, 2020 and 2021 (unaudited).

As of December 31, 2020, future amortization expense is expected to be as follows (in thousands):
 

Year Ending December 31,  
2021   $ 1,579 
2022    1,374 
2023    1,166 
2024    918 
2025    430 
Thereafter    215 

    
 

Total   $ 5,682 
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As of June 30, 2021 (unaudited), future amortization expense is expected to be as follows (in thousands):
 

Year Ending December 31,  
   (unaudited) 
Remainder of 2021   $ 862 
2022    1,767 
2023    1,588 
2024    1,324 
2025    858 
Thereafter    518 

    
 

Total   $ 6,917 
    

 

Note 9. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consisted of the following (in thousands):
 

   December 31,    June 30,  
   2019    2020    2021  
           (unaudited) 
Accrued compensation   $389   $1,295   $ 920 
Accrued sales tax    263    598    832 
Accrued expenses    235    1,284    1,432 
Accrued income tax    18    5    141 
Other    67    414    355 

    
 

    
 

    
 

Accrued expenses and other current liabilities   $972   $3,596   $ 3,680 
    

 

    

 

    

 

Note 10. Commitments and Contingencies

Capital Leases

The Company enters into capital lease arrangements to obtain hard drives and related equipment for its data center operations. The term of
these agreements primarily range from three to four years and certain of these arrangements have optional renewals. Contingent rental payments are
generally not included in the Company’s lease agreements. The leases are generally secured by the underlying leased equipment.

The future minimum commitments for these capital leases as of December 31, 2020 were as follows (in thousands):
 

Year Ending December 31,  
2021   $14,153 
2022    10,597 
2023    8,264 
2024    1,135 
2025    —   
Thereafter    —   

    
 

Total future minimum lease payments    34,149 
    

 

Less imputed interest    (4,943) 
    

 

Total liability   $29,206 
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For the Company’s assets acquired through capital lease agreements, depreciation expense was $6.1 million, $9.2 million, $4.3 million and
$6.0 million for the years ended December 31, 2019 and 2020 and six months ended June 30, 2020 and 2021 (unaudited), respectively, which is
included in cost of revenue in its statements of operations. There have been no material changes to the Company’s capital lease commitments during the
six months ended June 30, 2021 (unaudited).

During the six months ended June 30, 2021 (unaudited), the Company entered into two sale-leaseback arrangements with vendors to provide
approximately $2.9 million in cash proceeds for previously purchased hard drives and related equipment. The Company concluded the related lease
arrangements would be classified as lease financing obligations as it has the option to repurchase the assets at their fair value at a future date. Therefore,
the transaction was deemed a failed sale-leaseback and was accounted for as a financing arrangement. The assets continue to be depreciated over their
useful lives, and payments are allocated between interest expense and repayment of the financing liability. As of June 30, 2021 (unaudited), the future
minimum payments related to the lease agreements was approximately $3.3 million, which are payable in the amount of $0.4 million, $0.8 million, $0.8
million, $0.8 million and $0.4 million during the years ended December 31, 2021, 2022, 2023, 2024 and 2025, respectively.

Operating Leases

The Company leases its facilities for data centers and office space under non-cancelable operating leases with various expiration dates.
Certain lease agreements include options to renew or terminate the lease, which are not reasonably certain to be exercised and therefore are not factored
into the determination of lease payments. Contingent rental payments are generally not included in the Company’s lease agreements.

The future minimum commitments for these operating leases as of December 31, 2020 were as follows (in thousands):
 

Year Ending December 31,  
2021   $ 3,708 
2022    2,101 
2023    1,802 
2024    1,434 
2025    1,284 
Thereafter    7,123 

    
 

Total   $ 17,452 
    

 

There have been no material changes to the Company’s operating lease commitments during the six months ended June 30, 2021
(unaudited).

Rental expense related to the Company’s operating leases was approximately $2.8 million for the year ended December 31, 2019, of which
$2.5 million and $0.3 million is included in cost of revenue and general and administrative expenses in its statement of operations, respectively. Rental
expense related to the Company’s operating leases was approximately $5.2 million for the year ended December 31, 2020, of which $4.6 million and
$0.6 million is included in cost of revenue and general and administrative expenses in its statement of operations, respectively.

Rental expense related to the Company’s operating leases was approximately $2.4 million for the six months ended June 30, 2020
(unaudited), of which $2.1 million and $0.3 million is included in cost of revenue and general and administrative expenses in its statement of operations,
respectively. Rental expense related to the Company’s operating leases was approximately $3.2 million for the six months ended June 30, 2021
(unaudited), of which $3.0 million and $0.2 million is included in cost of revenue and general and administrative expenses in its statement of operations,
respectively.
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In December 2020, the Company ceased use of an existing operating lease agreement for office space and recognized a one-time charge of
$0.6 million for the remaining payments under the agreement. The one-time loss was recorded as general and administrative expense in the Company’s
statement of operations. The current portion of the remaining obligation from the operating lease agreement is recorded in accrued expenses and other
current liabilities and the non-current portion is recorded in other long-term liabilities on the Company’s balance sheet.

Other Contractual Commitments

Other non-cancellable commitments relate mainly to infrastructure agreements used to facilitate the Company’s operations. As of December
31, 2020, the Company had future minimum payments under the Company’s non-cancelable purchase commitments of $0.8 million payable during the
year ending December 31, 2021. As of June 30, 2021 (unaudited), the Company had non-cancelable purchase commitments of $0.8 million payable
during the year ending December 31, 2021.

401(k) Plan

The Company sponsors a 401(k) defined contribution plan covering all eligible U.S. employees. Contributions to the 401(k) plan are
discretionary. The Company contributed $0.5 million, $0.7 million, $0.3 million and $0.5 million to the 401(k) plan for the years ended December 31,
2019 and 2020 and six months ended June 30, 2020 and 2021 (unaudited), respectively.

Legal Matters

The Company is involved from time to time in various claims and legal actions arising in the ordinary course of business. While it is not
feasible to predict or determine the ultimate outcome of these matters, the Company believes that none of its current legal proceedings will have a
material adverse effect on its financial position, results of operations or cash flows. However, the results of legal proceedings are inherently
unpredictable and if an unfavorable ruling were to occur in any of the current legal proceedings there exists the possibility of a material adverse effect on
the Company’s financial position, results of operations and cash flows.

Sales Tax

The Company undertook an analysis of its sales tax exposure based on the South Dakota vs. Wayfair case whereby the U.S. Supreme Court
determined that physical presence was not required to determine the potential exposure a company has for sales tax purposes. Based on the Company’s
initial analysis, its total accrual for sales tax payable was $0.3 million, $0.6 million and $0.8 million as of December 31, 2019 and 2020, and June 30,
2021 (unaudited), respectively, which includes estimated amounts for penalties and interest.

Accrued VAT Liability

The Company has calculated a liability for uncollected and unpaid VAT, which is generally assessed by various taxing authorities on
services the Company provides to its customers. The Company accrues an amount that it considers probable to be collected and can be reasonably
estimated. Based on the Company’s analysis, its total accrual for VAT tax payable was $1.7 million, $1.5 million and $2.0 million as of December 31,
2019 and 2020, and June 30, 2021 (unaudited), respectively, which includes estimated amounts for penalties and interest.

Note 11. Debt

Credit Facility

On October 11, 2017, the Company entered into a $15.0 million revolving credit agreement with HomeStreet Bank. Under this agreement,
amounts available to be borrowed are based on the lesser of
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$15.0 million or the Company’s trailing four month’s monthly recurring revenue multiplied by a retention rate as defined in the agreement. Advances on
the line of credit bear interest payable monthly at the Wall Street Journal prime rate plus 0.25%. Borrowings are secured by substantially all of the
Company’s assets, with limited exceptions. As of December 30, 2020, the Company was in compliance with covenants under the agreement. As of
December 31, 2020 the total amount available to the Company to be borrowed was $15.0 million and the Company had no outstanding balance on this
credit facility.

During April 2021, the Company amended its revolving credit agreement. Under this amendment, among other things, (i) amounts available
to be borrowed are based on the lesser of $10.0 million or the Company’s trailing four months monthly recurring revenue multiplied by a retention rate
set forth in the amendment and (ii) advances on the line of credit bear interest payable monthly at the Wall Street Journal prime rate plus 1.00%. The
revolving credit agreement, as amended, matures on June 1, 2022. Since entering into this amendment, the Company drew down on this credit facility
and had an outstanding balance of $3.5 million as of June 30, 2021 (unaudited) with an annual interest rate of approximately 4.25%. As of June 30, 2021
(unaudited), the total amount available to the Company to be borrowed was $6.5 million, and it was in compliance with covenants under the agreement.

Paycheck Protection Program

On April 22, 2020, the Company received approximately $2.3 million in funding through the U.S. Small Business Administration’s
Paycheck Protection Program that was part of the CARES Act that was signed into law in March 2020. The interest rate on the loan is 1.00% per year
and matures in April 2022. The note is payable in monthly installments of principal and interest, beginning in August 2021. The note may be repaid at
any time with no payment penalty. The application for these funds required the Company to, in good faith, certify that the current economic uncertainty
made the loan request necessary to support the ongoing operations of the Company. This certification further required the Company to take into account
its current business activity and its ability to access other sources of liquidity sufficient to support ongoing operations in a manner that is not
significantly detrimental to the business.

PPP loan recipients can apply for forgiveness for all or a portion of loans granted under the PPP which is dependent upon the Company
having initially qualified for the loan. The loans issued under PPP are subject to forgiveness to the extent proceeds are used for payroll costs, including
payments required to continue group health care benefits, and certain rent, utility, and mortgage interest expenses incurred or paid, pursuant to the terms
and limitations of the PPP. An application to forgive the entire amount was submitted with the lender in July 2020. Any request for forgiveness is subject
to review and approval by the lender and the SBA. Further, the SBA has stated that all PPP loans in excess of $2.0 million, and other PPP loans as
appropriate, will be subject to review by the SBA for compliance with program requirements. If the SBA determines in the course of its review that a
borrower lacked an adequate basis for the required certification concerning the necessity of the loan request or the subsequent use of loan proceeds, the
SBA will seek repayment of the PPP loan, including interest and potential penalties.

The Company recognized the entire loan amount as a financial liability, with interest accrued and expensed over the term of the loan.

In June 2021, the Company received notification from the SBA that the Company’s forgiveness application of the PPP loan and accrued
interest, totaling $2.3 million, was approved in full, and the Company has no further obligations related to the PPP loan. Accordingly, the Company
recorded the forgiveness of the PPP loan as gain on extinguishment of debt on its statement of operations. While the Company believes its loan was
properly obtained and forgiven, there can be no assurance regarding the outcome of an SBA review. The Company has not been informed that a review
will occur and has not accrued any liability associated with the risk of an adverse SBA review.
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Note 12. Convertible Preferred Stock

Convertible preferred stock is carried at its issuance price, net of issuance costs.

As of December 31, 2019 and 2020, and June 30, 2021 (unaudited), convertible preferred stock consisted of the following (in thousands,
except share data):
 

   
Shares

authorized    

Shares
issued and

outstanding    
Carrying

value    

Aggregate
liquidation
preference  

Preferred stock:         
Series 1    2,520,000    1,325,898   $ 350   $ 350 
Series A    1,064,153    1,064,153    1,131    1,250 
Series A-1    1,938,290    969,144    1,303    1,252 

    
 

    
 

    
 

    
 

Total    5,522,443    3,359,195   $ 2,784   $ 2,852 
    

 

    

 

    

 

    

 

As of December 31, 2019 and 2020, and June 30, 2021 (unaudited), the Company had 9,000,000 shares of preferred stock authorized, of
which 3,477,557 was undesignated. Significant rights and preferences of the above convertible preferred stock are as follows:

Conversion. Each share of convertible preferred stock is convertible, at the option of the holder, into one share of common stock as
determined by dividing its original price per share for the relevant series, plus any accrued but unpaid dividends on such shares, by the conversion price
for such series. The conversion price of the Series 1 Preferred shall be $0.2640, the Series A Preferred shall be $1.18 and the Series Preferred A-1 shall
be $1.29. Each share of convertible preferred stock automatically converts into the number of shares of common stock into which such shares are
convertible at the then-effective conversion ratio upon (i) the written request of a majority of the outstanding shares of convertible preferred stock voting
together as a single class on an as-if-converted basis or (ii) the closing of a firmly underwritten public offering of common stock with gross proceeds of
at least $50 million.

Voting. The holders of convertible preferred stock are entitled to one vote per share, which is the same number of votes per share as common
stock into which the convertible preferred stock is convertible. The holders of convertible preferred stock vote together as one class with the holders of
common stock.

Dividends. Holders of convertible preferred stock shall be entitled to receive, when, as, and if declared by the Board of Directors (the
“Board”), but only out of funds that are legally available therefor, cash dividends. Such dividends shall be payable on a pari passu basis and only when,
as, and if declared by the Board and shall be non-cumulative. No dividends on convertible preferred stock or common stock have been declared by the
Board through December 31, 2020 and June 30, 2021 (unaudited).

Liquidation preference. In the event of any liquidation, dissolution, or winding-up of the Company, whether voluntary or involuntary (a
“Liquidation Event”), the holders of convertible preferred stock shall be entitled, before any distribution or payment shall be made to the holders of
common stock, to be paid out of the assets of the Company legally available for distribution for each share of convertible preferred stock, an amount per
share of convertible preferred stock equal to the sum of the original issuance price plus all declared and unpaid dividends on such convertible preferred
stock. Shares of convertible preferred stock shall not be entitled to be converted into shares of common stock in order to participate in any distribution as
shares of common stock without first foregoing participation in such distribution as shares of convertible preferred stock. If, upon any such Liquidation
Event, the assets of the Company shall be insufficient to make payment in full to all holders of the convertible preferred stock, then the assets shall be
distributed among the holders of convertible preferred stock on a pari passu basis, in proportion to the full amounts to which they would otherwise be
respectively entitled.
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After the payment of the full liquidation preference to convertible preferred stockholders, the remaining assets of the corporation legally
available for distribution to stockholders will be distributed ratably to the holders of common stock.

Classification. The convertible preferred stock is contingently redeemable upon certain deemed liquidation events such as a change in
control or an involuntary winding-up or dissolution of the Company. The convertible preferred stock is not mandatorily redeemable, but since a deemed
liquidation event would constitute a redemption event outside of the Company’s control, all shares of convertible preferred stock have been presented
outside of permanent equity in mezzanine equity on the balance sheets.

Note 13. Stockholders’ Deficit

Common Stock. The Company has one class of common stock. The common stock is entitled to one vote per share. Holders of common
stock are entitled to receive any dividends as may be declared from time to time by the Board of Directors. Common stock is subordinate to the
convertible preferred stock with respect to dividend rights and rights upon certain deemed liquidation events.

The Company had reserved shares of common stock for future issuance as follows:
 

   December 31,    June 30,  
   2020    2021  
       (unaudited)  
Convertible preferred stock    3,359,195    3,359,195 
2011 Equity Incentive Plan     
Options outstanding    11,409,736    13,230,932 
Shares available for future grants    865,339    522,349 

    
 

    
 

Total    15,634,270    17,112,476 
    

 

    

 

Equity Incentive Plan. In 2011, the Company’s Board approved the adoption of the 2011 Stock Plan (the “Plan”). The Plan provides for the
grant of stock-based awards to employees, non-employee directors and other service providers of the Company. During May 2019, the Company’s
Board approved an increase to the number of authorized shares under the Plan by 1,800,000. Following the increase, the Plan had 9,720,000 shares
authorized as of December 31, 2019. During April 2020, the Company’s Board approved an increase to the number of authorized shares under the Plan
by 2,700,000. Following the increase, the Plan had 12,420,000 shares authorized as of December 31, 2020. During March 2021, the Company’s Board
approved an increase to the number of authorized shares under the Plan by 1,800,000. Following the increase, the Plan had 14,220,000 shares authorized
as of June 30, 2021.

Stock Options. Stock options granted under the Plan generally vest based on continued service over four years and expire ten years from the
date of grant.
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A summary of stock option activity under the Plan and related information is as follows (in thousands, except share, price and year data):
 

   

Shares
available for

grant   

Outstanding
Stock

Options   

Weighted-
average
exercise

Price    

Weighted-
average

remaining
contractual
life (years)    

Aggregate
intrinsic

value  
Balance as of December 31, 2018    607,572   7,185,636  $ 1.80    7.00   $ 5,273 
Shares authorized    1,800,000       
Granted    (1,578,600)   1,578,600   2.57     
Exercised    —     —     —       
Cancelled    214,240   (214,240)   2.43     

    
 

   
 

     

Balance as of December 31, 2019    1,043,212   8,549,996  $ 1.93    6.53   $ 5,834 
    

 

   

 

     

Vested and exercisable as of December 31, 2019     5,710,201  $ 1.69    5.37   $ 5,230 
     

 

     

Shares authorized    2,700,000       
Granted    (3,317,134)   3,317,134   3.20     
Exercised    —    (18,133)   1.03     
Cancelled    439,261   (439,261)   2.67     

    
 

   
 

     

Balance as of December 31, 2020    865,339   11,409,736  $ 2.27    6.52   $ 36,889 
    

 

   

 

     

Vested and exercisable as of December 31, 2020     7,068,125  $ 1.83    4.89   $ 25,980 
     

 

     

Shares authorized (unaudited)    1,800,000       
Granted (unaudited)    (2,339,280)   2,339,280   6.35     
Exercised (unaudited)    —     (321,794)   0.61     
Cancelled (unaudited)    196,290   (196,290)   3.30     

    
 

   
 

     

Balance as of June 30, 2021 (unaudited)    522,349   13,230,932  $ 3.02    6.79   $ 93,135 
    

 

   

 

     

Vested and exercisable as of June 30, 2021 (unaudited)     7,621,798  $ 1.98    5.01   $ 61,582 
     

 

     

The weighted-average grant-date fair value of options granted was $1.18, $2.40 and $4.78 during the years ended December 31, 2019 and
2020 and six months ended June 30, 2021 (unaudited), respectively. The aggregate grant-date fair value of options vested was $1.4 million, $1.5 million
and $1.5 million during the years ended December 31, 2019 and 2020 and six months ended June 30, 2021 (unaudited), respectively. Aggregate intrinsic
value represents the difference between the exercise price of the options and the estimated fair value of the Company’s common stock.

In June 2021, the Company issued full-recourse promissory notes to four employees of the Company for an aggregate principal amount of
$48.0 thousand with an interest rate of 0.13% per annum. All of the principal was used to exercise options for 234,526 shares of the Company’s
common stock. As of June 30, 2021 (unaudited) the Company has accounted for the notes as a deduction from stockholders’ deficit.
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Note 14. Stock-Based Compensation

The following table summarizes the Black-Scholes option pricing model weighted-average assumptions used in estimating the fair value of
stock options granted to employees during the years ended December 31, 2019 and 2020 and six months ended June 30, 2020 and 2021 (unaudited):
 

   December 31,   June 30,  
   2019    2020   2020   2021  
          (unaudited)  
Expected term (in years)    6.0    5.9   6.0   6.0 
Expected volatility    46.0%    48.9%   48.6%   49.2% 
Risk-free interest rate    1.97%    0.46%   0.41%   1.09% 

Expected term. For stock options considered to be “plain vanilla” options, the Company estimates the expected term based on the simplified
method, which is essentially the weighted average of the vesting period and contractual term, as the Company’s historical share option exercise
experience does not provide a reasonable basis upon which to estimate the expected term.

Expected volatility. The Company performed an analysis using the average volatility of a peer group of representative public companies
with sufficient trading history over the expected term to develop an expected volatility assumption.

Risk-free interest rate. Based upon quoted market yields for the United States Treasury debt securities for a term consistent with the
expected life of the awards in effect at the time of grant.

Expected dividend yield. Because the Company has never paid and has no intention to pay cash dividends on common stock, the expected
dividend yield is zero.

Fair value of underlying common stock. Because the Company’s common stock is not yet publicly traded, the Company must estimate the
fair value of common stock. The Board considers numerous objective and subjective factors to determine the fair value of the Company’s common stock
at each meeting in which awards are approved. The factors considered include, but are not limited to: (i) the results of contemporaneous independent
third-party valuations of the Company’s common stock; (ii) the prices, rights, preferences, and privileges of the Company’s convertible preferred stock
relative to those of its common stock; (iii) the lack of marketability of the Company’s common stock; (iv) actual operating and financial results;
(v) current business conditions and projections; (vi) the likelihood of achieving a liquidity event, such as an initial public offering or sale of the
Company, given prevailing market conditions; and (vii) precedent transactions involving the Company’s shares.

Stock-based compensation expense included in the statement of operations was as follows (in thousands):
 
  For the Year Ended December 31,   For the Six months Ended June 30,  

          2019                   2020           
            2020 

             
            2021 

            
        (unaudited)  
             
Cost of revenue  $ 130  $ 100  $ 23  $ 194 
Research and development   549   750   341   911 
Sales and marketing   546   670   249   568 
General and administrative   162   359   130   490 

   
 

   
 

   
 

   
 

Total stock-based compensation expense  $ 1,387  $ 1,879  $ 743  $ 2,163 
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During the years ended December 31, 2019 and 2020 and six months ended June 30, 2020 and 2021 (unaudited), the Company capitalized
$0.1 million, $0.2 million, $0.1 million and $0.1 million, respectively, of stock-based compensation for the development of internal-use software. As of
December 31, 2020, total compensation cost related to stock options not yet vested was $8.5 million, which will be recognized over a weighted-average
period of 2.9 years. As of June 30, 2021 (unaudited), total compensation cost related to stock options not yet vested was approximately $16.9 million,
which will be recognized over a weighted-average period of approximately 3.0 years.

During the years ended December 31, 2019 and 2020 and six months ended June 30, 2021 (unaudited), the Company’s Board approved
modifications to extend the exercise period of vested options for certain terminated employees by the earlier of five years from the employee’s
termination date or the option expiration date. The modification was effective upon the Board’s approvals, which resulted in incremental stock-based
compensation expense during both years. As a result, the Company recognized an incremental $0.2 million, $0.1 million and $0.1 million in stock-based
compensation during the years ended December 31, 2019 and 2020 and the six months ended June 30, 2021 (unaudited), respectively. There were no
modifications during the six months ended June 30, 2020 (unaudited).

Note 15. Net Loss per Share Attributable to Common Stockholders

Basic and diluted net loss per share attributable to common stockholders is presented in conformity with the two-class method required for
participating securities. The Company considers its convertible preferred stock to be participating securities. Under the two-class method, the net loss
attributable to common stockholders is not allocated to the convertible preferred stock as the holders of these participating securities do not have a
contractual obligation to share in the losses of the Company.

Basic net loss per share attributable to common stockholders is computed by dividing the net loss attributable to common stockholders by
the weighted-average number of shares of common stock outstanding during the period. The diluted net loss per share attributable to common
stockholders is computed by giving effect to all potentially dilutive common stock equivalents during the period. For purposes of this calculation, the
Company’s convertible preferred stock and stock options are considered to be potential common stock equivalents, but have been excluded from the
calculation of diluted net loss per share attributable to common stockholders as their effect is antidilutive.

The following table presents the calculation of basic and diluted net loss per share (in thousands, except share and per share data):
 
   

For the Year Ended
December 31,   

For the Six Months Ended
June 30,  

   2019   2020   2020   2021  
         (unaudited)  
Numerator:      
Net loss attributable to common stockholders   $ (996)  $ (6,623)  $ (1,345)  $ (6,106) 

    

 

   

 

   

 

   

 

Denominator for basic and diluted net loss per share:      
Weighted-average shares used in computing net loss per share

attributable to common stockholders – basic and diluted    18,596,772   18,609,422   18,603,922   18,691,938 
    

 

   

 

   

 

   

 

Net loss per share attributable to common stockholders – basic and
diluted   $ (0.05)  $ (0.36)  $ (0.07)  $ (0.33) 

    

 

   

 

   

 

   

 

Since the Company was in a loss position for all periods presented, basic net loss per share is the same as diluted net loss per share as the
inclusion of all potential common shares outstanding would have been
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antidilutive. The potential shares of common stock that were excluded from the computation of diluted net loss per share attributable to common
stockholders for the periods presented because including them would have been antidilutive are as follows:
 

   
For the Year Ended

December 31,    
For the Six Months Ended

June 30,  
   2019    2020    2020    2021  
           (unaudited)  
Convertible preferred stock    3,359,195    3,359,195    3,359,195    3,359,195 
Stock options    8,549,996    11,409,736    9,954,623    13,230,932 

    
 

    
 

    
 

    
 

Total    11,909,191    14,768,931    13,313,818    16,590,127 
    

 

    

 

    

 

    

 

Note 16. Income Taxes

The following table presents the components of net loss before income taxes:
 

   
For the Year Ended

December 31,  
   2019    2020  
United States   $(980)   $(6,618) 

    
 

    
 

Loss before provision for income taxes   $(980)   $(6,618) 
    

 

    

 

The provision for income taxes for the years ended were as follows (in thousands):
 

   
As of

December 31,  
   2019    2020  
Current     

Federal   $—     $—   
State    16    5 

    
 

    
 

Total current    16    5 
    

 
    

 

Deferred:    —      —   
Federal    —      —   

    
 

    
 

State    —      —   
    

 
    

 

Total provision   $ 16   $ 5 
    

 

    

 

The following table presents a reconciliation of the statutory federal rate and the Company’s effective tax rate (in thousands, except
percentages):
 

   For the Year Ended December 31,  
   2019   2020  
Statutory federal income (benefit) rate   $(206)    (21)%  $(1,390)    (21)% 
Increase (decrease) resulting from:        

State income tax rate    (170)    (17)%   (436)    (7)% 
Change in valuation allowance    472    48%   2,113    32% 
Permanent items    158    16%   28    —   
Tax credits    (461)    (47)%   (491)    (7)% 
Stock-based compensation    261    27%   417    6% 
Fixed assets    —      —     (414)    (6)% 
Other    (38)    (4)%   178    3% 

    
 

    
 

   
 

    
 

Effective tax rate   $ 16    2%  $ 5    —   
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The components of the Company’s deferred tax assets and liabilities consisted of (in thousands):
 

   As of December 31,  
   2019    2020  
Deferred tax assets:     

Net operating loss carryforwards   $ 5,759   $10,006 
R&D credit carryforwards    2,097    2,919 
Stock based compensation    295    287 
Accruals and other    522    772 

    
 

    
 

   8,673    13,984 
Valuation allowance    (3,443)    (5,557) 

    
 

    
 

Total deferred tax asset    5,230    8,427 
    

 

    

 

Deferred tax liability:     
Fixed assets    (4,299)    (7,050) 
Capitalized internal-use software    (931)    (1,377) 

    
 

    
 

Total deferred tax liability   $(5,230)   $ (8,427) 
    

 

    

 

Net deferred tax asset/(liability)    —      —   
    

 

    

 

Deferred income taxes reflect the net tax effects of temporary differences between carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for income tax purposes. Realization of net deferred tax assets is dependent upon future earnings, if any, the
timing and amount of which are uncertain. ASC 740 requires that the tax benefit of net operating losses (“NOLs”), temporary differences and credit
carryforwards be recorded as an asset to the extent that management assesses that realization is “more likely than not.” Realization of the future tax
benefits is dependent on the Company’s ability to generate sufficient taxable income within the carryforward period. Management believes that
realization of the deferred tax assets arising from the above-mentioned future tax benefits from operating loss carryforwards is currently not more likely
than not and, accordingly, has provided a valuation allowance.

The valuation allowance increased by $2.1 million and $0.5 million during the years ended December 31, 2019 and 2020, respectively.

As of December 31, 2020, the Company had federal and state NOL carryforwards of $45.1 million and $8.5 million, respectively. The
federal NOL carryforwards consisted of $16.0 million generated before January 1, 2018, which will begin to expire in 2034 but are able to offset 100%
of taxable income and $29.1 million generated after December 31, 2017 that will carryforward indefinitely but will be subject to 80% taxable income
limitation beginning in tax years after December 31, 2020 as provided by the CARES Act.

The Company has federal research and development (“R&D”) credit carryforwards of $2.3 million which will begin to expire in 2032 and
California R&D credit carryforwards of $1.3 million which do not expire. The Company also has $0.1 million of California enterprise zone credits
which will begin to expire in 2028.

The utilization of NOLs and tax credit carryforwards to offset future taxable income may be subject to an annual limitation as a result of
ownership changes that have occurred previously or may occur in the future. Under Sections 382 and 383 of the Internal Revenue Code (“IRC”), a
corporation that undergoes an ownership change may be subject to limitations on its ability to utilize its pre-change NOLs and other tax attributes
otherwise available to offset future taxable income and/or tax liability. An ownership change is defined as a cumulative change of 50% or more in the
ownership positions of certain stockholders during a rolling three-year period. The Company has not completed a formal study to determine if any
ownership changes within the meaning of IRC Sections 382 and 383 have occurred. If an ownership change has occurred, the Company’s ability to use
its NOLs or tax credit carryforwards may be restricted, which could require the Company to pay federal or state income taxes earlier than would be
required if such limitations were not in effect.
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On March 27, 2020, the CARES Act was signed into law. Among some of the items that the CARES Act affects are changes to NOL
limitations, NOL carryforward and carryback periods, changes to interest limitations, and depreciation of qualified improvement property. The tax
provisions under the CARES Act do not have a material impact on the income tax provision for the year ended December 31, 2020 given the existence
of the full valuation allowance.

On June 29, 2020, California State Assembly Bill 85 (the “Trailer Bill”) was enacted which suspends the use of California NOL deductions
and certain tax credits, including research and development tax credits, for the 2020, 2021, and 2022 tax years. The Trailer Bill did not have a material
impact on the Company’s financial statements as of December 31, 2020.

On December 27, 2020, the Consolidated Appropriations Act of 2021 (“CAA”), a tax, funding, and spending bill was signed into law. The
Company has reviewed the legislation and it does not believe the CAA will materially impact its 2020 income tax provision.

Uncertain Income Tax Positions

The total amount of unrecognized tax benefits as of December 31, 2020 was $0.6 million which related to federal and California R&D
credits. If recognized, none of the unrecognized tax benefits would affect the effective tax rate. The following table summarizes the activity related to
the Company’s unrecognized tax benefits (in thousands):
 

Balance at December 31, 2019   $421 
    

 

Tax positions related to the current year:   
Additions    163 
Reductions    —   

Tax positions related to the prior year:   
Additions    —   
Reductions    —   
Settlements    —   
Lapses in statute    —   

    
 

Balance at December 31, 2020   $584 
    

 

The Company’s policy is to account for interest and penalties as income tax expense. As of December 31, 2020, the Company had no
interest related to unrecognized tax benefits. No amounts of penalties related to unrecognized tax benefits were recognized in the provision for income
taxes. The Company does not anticipate any significant change within twelve months of this reporting date.

The Company files income tax returns in the U.S. federal jurisdiction and various state jurisdictions. The Company is subject to U.S. federal
and state income tax examination for calendar tax years beginning in 2007 due to NOLs that are being carried forward for tax purposes.

Six months Ended June 30, 2020 and 2021 (unaudited)

The Company is subject to U.S. federal and state income taxes as a corporation. The Company’s tax provision and the resulting effective tax
rate for interim periods is determined based upon its estimated annual effective tax rate adjusted for the effect of discrete items arising in that quarter.

The effective tax rate for the six months ended June 30, 2020 and 2021 (unaudited) was zero as the Company has incurred continuous
operating losses. The Company recorded a $0.1 million provision for income taxes during the six months ended June 30, 2021 (unaudited), which
includes an immaterial out of period
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correction of $0.2 million relating to the limitation of the NOLs as of December 31, 2020. The charge represents the limitation on post-2017 federal
NOLs which are limited to 80% beginning in years after December 31, 2020.

Deferred tax assets and deferred tax liabilities are recognized based on temporary differences between the financial reporting and tax basis
of assets and liabilities using statutory rates. A valuation allowance is recorded against deferred tax assets if it is more likely than not that some or all of
the deferred tax assets will not be realized. Due to the uncertainty surrounding the realization of the favorable tax attributes in future tax returns, we
have recorded a full valuation allowance against our otherwise recognizable net deferred tax assets

Note 17. Subsequent Events

The Company has evaluated subsequent events through May 11, 2021, the date the financial statements for the years ended December 31,
2019 and 2020 were available to be issued, for both conditions existing and not existing at December 31, 2020, and concluded there were no subsequent
events to disclose in the financial statements, except as follows:

Since December 31, 2020, the Company has entered into various capital lease agreements for acquiring infrastructure equipment to operate
its core business. The Company’s future minimum commitment under these agreements total approximately $5.0 million and extend through 2025.

During March 2021, the Company’s Board approved an increase to the number of authorized shares under the Plan by 1,800,000. Following
the increase, the Plan had 14,220,000 shares authorized.

During March 2021, the Company issued stock options with service-based vesting conditions to purchase 1,570,680 shares of common
stock to its employees at an exercise price of $5.51. The service-based vesting condition for these awards is satisfied over four years with a cliff vesting
period of one year and continued vesting thereafter. As of December 31, 2020, the Company estimates total unrecognized compensation cost related to
these awards is approximately $3.1 million and will be recognized over four years.

During March 2021, the Company entered into an agreement with a certain lessor for the ability to lease additional equipment under similar
terms as outstanding capital leases with the lessor. Currently, the total amount of leasing capacity with this lessor is approximately $10.0 million.

During April 2021, the Company entered into an amendment to its revolving credit agreement with HomeStreet Bank. See Note 11 for
further details regarding this agreement.

Note 18. Subsequent Events (Unaudited)

In preparing the unaudited interim financial statements for the six months ended June 30, 2020 and 2021, the Company has evaluated
subsequent events through November 2, 2021, the date the financial statements were available to be issued, for both conditions existing and not existing
at June 30, 2021, and concluded there were no subsequent events to disclose in the financial statements, except as follows:

Since June 30, 2021, the Company has entered into various capital lease agreements for acquiring infrastructure equipment to operate its
core business. The Company’s future minimum commitment under these agreements total approximately $4.5 million and extend through 2024.

Since June 30, 2021, the Company has entered into an operating lease agreement for office space. The Company’s future minimum
commitment under the agreement totals approximately $1.4 million and extends through 2023.
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During August 2021, the Company issued investors convertible notes (the “Security”) in the amount of $10.0 million. The Security is
classified as a Simple Agreement for Future Equity agreement (“SAFE”). The convertible notes are automatically convertible into shares of the
Company’s Class A common stock upon the completion of an initial public offering (or other liquidity event if sooner) at a discounted price to the value
of its common stock at the time of such event. The discount shall initially be equal to 10% and shall increase by an additional 10% annually following
the effective date, subject to a maximum discount of 50%. The discount shall be adjusted pro-rata on a monthly basis, increasing on the monthly
anniversary of the effective date of the agreement. Interest shall accrue at the simple rate of 5% per annum of the outstanding amount commencing upon
the effective date of the agreement and continuing until the outstanding principal amount has been paid in full or converted. The accrued interest shall be
added to the purchased amount upon conversion into equity. If there is a change of control event prior to the termination of this SAFEs, the SAFEs will
automatically become due.

During August 2021, the Company’s Board approved an increase to the number of authorized shares under the 2011 Stock Plan by 180,000.
Following the increase, the 2011 Stock Plan had 14,400,000 shares authorized.

During August 2021, the Company issued 654,840 stock options with service-based vesting conditions to certain employees and non-
employee directors. The service-based vesting condition for these awards is satisfied over four years with a cliff vesting period of one year and
continued vesting thereafter. The Company expects to recognize approximately $5 million in stock-based compensation on a straight-line basis over the
vesting period of these awards.

During October 2021, the Company entered into a revolving credit agreement with City National Bank. Under this agreement, among other
things, (i) amounts available to be borrowed are $9.5 million and (ii) advances on the line of credit bear interest payable monthly at the average SOFR
rate plus 2.75%. The revolving credit agreement matures in September 2024. In connection with this agreement, the Company fully repaid and
subsequently terminated its 2017 revolving credit agreement with HomeStreet Bank.
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Through and including                     , 2021 (the 25th day after the date of this prospectus), all dealers effecting transactions in these
securities, whether or not participating in this offering, may be required to deliver a prospectus. This delivery requirement is in addition to a dealer’s
obligation to deliver a prospectus when acting as underwriters and with respect to an unsold allotment or subscription.

6,250,000 Shares
 

Class A Common Stock

 
 

PRELIMINARY    PROSPECTUS
 

 
 
Oppenheimer & Co.  William Blair  Raymond James
 
JMP Securities  B. Riley Securities

 
Lake Street

                    , 2021
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 13. Other Expenses of Issuance and Distribution

The following table presents the costs and expenses, other than underwriting discounts and commissions, payable in connection with this
offering. All amounts are estimates except the SEC registration fee, the FINRA filing fee, and the NASDAQ Global Market listing fee. Except as
otherwise noted, all the expenses below will be paid by us.
 

SEC registration fee   $ 11,326 
FINRA filing fee    15,500 
NASDAQ Global Market listing fee    175,000 
Printing and engraving expenses    300,000 
Legal fees and expenses    1,650,000 
Accounting fees and expenses    950,000 
Transfer agent and registrar fees    20,000 
Miscellaneous fees and expenses    398,174 

    
 

Total   $ 3,520,000 

Item 14. Indemnification of Directors and Officers

Section 145 of the Delaware General Corporation Law authorizes a court to award, or a corporation’s board of directors to grant, indemnity
to directors and officers under certain circumstances and subject to certain limitations. The terms of Section 145 of the Delaware General Corporation
Law are sufficiently broad to permit indemnification under certain circumstances for liabilities, including reimbursement of expenses incurred, arising
under the Securities Act.

As permitted by the Delaware General Corporation Law, our Amended and Restated Certificate of Incorporation and Amended and Restated
Bylaws contain provisions relating to the limitation of liability and indemnification of directors and officers. Our Amended and Restated Certificate of
Incorporation provides that our directors will not be personally liable to us or our stockholders for monetary damages for any breach of fiduciary duty as
a director, except for liability:
 
 •  for any breach of the director’s duty of loyalty to us or our stockholders;
 
 •  for acts or omissions not in good faith or that involve intentional misconduct or a knowing violation of law;
 
 •  in respect of unlawful payments of dividends or unlawful stock repurchases or redemptions as provided in Section 174 of the

Delaware General Corporation Law; or
 
 •  for any transaction from which the director derives any improper personal benefit.

Our Amended and Restated Certificate of Incorporation also provides that if Delaware law is amended after the approval by our
stockholders of the certificate of incorporation to authorize corporate action further eliminating or limiting the personal liability of directors, then the
liability of our directors will be eliminated or limited to the fullest extent permitted by Delaware law.

Our Amended and Restated Bylaws provide that we will indemnify our directors and officers to the fullest extent permitted by Delaware
law, as it now exists or may in the future be amended, against all expenses and liabilities reasonably incurred in connection with their service for or on
our behalf. Our Amended and
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Restated Bylaws provide that we shall advance the expenses incurred by a director or officer in advance of the final disposition of an action or
proceeding, and permit us to secure insurance on behalf of any director, officer, employee, or other enterprise agent for any liability arising out of his or
her action in that capacity, whether or not Delaware law would otherwise permit indemnification.

We intend to enter into indemnification agreements with each of our directors and executive officers and certain other key employees, a
form of which is included as Exhibit 10.1 to this registration statement. The form of agreement provides that we will indemnify each of our directors,
executive officers and such other key employees against any and all expenses incurred by that director, executive officer, or other key employee because
of his or her status as one of our directors, executive officers, or other key employees, to the fullest extent permitted by Delaware law, our restated
certificate of incorporation and our Amended and Restated Bylaws. In addition, the form agreement provides that, to the fullest extent permitted by
Delaware law, we will advance all expenses incurred by our directors, executive officers and other key employees in connection with a legal proceeding.

Reference is made to the underwriting agreement contained in Exhibit 1.1 to this registration statement, indemnifying our directors and
officers against limited liabilities. In addition, Section 2.8 of our amended and restated investors’ rights agreement (the IRA) contained in Exhibit 4.2 to
this registration statement provides for indemnification of certain of our stockholders against liabilities described in our IRA.

We currently carry and intend to continue to carry liability insurance for our directors and officers.

Item 15. Recent Sales of Unregistered Securities

Since January 1, 2018 we have issued the following unregistered securities (after giving effect to the conversion of our common stock into
Class B common stock):

We have granted to our non-employee directors, officers, employees, consultants, and other service providers an aggregate of 10,031,854
shares of our Class B common stock at a per share purchase prices ranging from $2.12 to $10.06 pursuant to exercises of options granted under our 2011
Plan, for an aggregate exercise price of approximately $40,915,891.

In August 2021, we issued $10.0 million of convertible notes (which we also refer to as a Simple Agreement for Future Equity agreement
(SAFE)) in a private financing round. Upon the completion of this offering, the convertible notes will automatically convert into 727,371 shares of Class
A common stock of the Company at a per share price of $16.00, which is the midpoint of the estimated price range set forth on the cover page of this
prospectus.

None of the foregoing transactions involved any underwriters, underwriting discounts or commissions, or any public offering. We believe
that the offers, sales, and issuances of the above securities were exempt from registration under the Securities Act by virtue of Section 4(a)(2) of the
Securities Act or Regulation D promulgated thereunder as transactions by an issuer not involving any public offering, or in reliance on Rule 701
promulgated under Section 3(b) of the Securities Act because the transactions were pursuant to compensatory benefit plans or contracts relating to
compensation as provided under Rule 701. The recipients of the securities in each of these transactions represented their intentions to acquire the
securities for investment only and not with a view to or for sale in connection with any distribution thereof, and appropriate legends were placed upon
the stock certificates issued in these transactions. All recipients had adequate information about us or had adequate access, through their relationships
with us, to information about us.
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Item 16. Exhibits and Financial Statement Schedules

(a) Exhibits. The following exhibits are included herein or incorporated herein by reference: 
 
Exhibit
Number  Description

  1.1*   Form of Underwriting Agreement.

  3.1   Amended and Restated Certificate of Incorporation of Registrant, as currently in effect.

  3.2   Form of Amended and Restated Certificate of Incorporation of Registrant, to be effective upon completion of this offering.

  3.3**  Bylaws of Registrant, as currently in effect.

  3.4**  Form of Amended and Restated Bylaws of Registrant, to be effective upon completion of this offering.

  4.1   Amended and Restated Investors’ Rights Agreement, dated July 29, 2013 by and among the Registrant and the other parties thereto.

  5.1   Opinion of Gunderson Dettmer Stough Villeneuve Franklin & Hachigian, LLP.

10.1**  Form of Indemnification Agreement by and between the Registrant and each of its directors and executive officers.

10.2**  2011 Stock Plan, as amended, and forms of agreements thereunder.

10.3   2021 Equity Incentive Plan and form of agreements thereunder.

10.4   2021 Employee Stock Purchase Plan.

10.5**  Offer Letter, dated February 14, 2020, by and between the Company and Frank Patchel.

10.6†   Loan and Security Agreement, dated October 21, 2021, by and between the Company and City National Bank.

10.7**  Form of Simple Agreement for Future Equity, by and between the Company and certain of its investors.

23.1   Consent of BDO USA, LLP, Independent Registered Public Accounting Firm.

23.2   Consent of Gunderson Dettmer Stough Villeneuve Franklin & Hachigian, LLP (contained in Exhibit 5.1).

24.1**  Power of Attorney (included on signature page of the original filing of this registration statement).
 
* To be filed by amendment.
** Previously filed.
† Pursuant to Item 601(a)(5) of Regulation S-K, certain exhibits and schedules to this agreement have been omitted. The Company hereby agrees to

furnish supplementally to the Securities and Exchange Commission, upon its request, any or all of such omitted exhibits and/or schedules.

(b) Financial Statement Schedules. All schedules have been omitted because the information required to be presented in them is not
applicable or is shown in the financial statements or related notes. 

Item 17. Undertakings

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling
persons of the registrant pursuant to the foregoing provisions, or otherwise, the
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registrant has been advised that in the opinion of the Securities and Exchange Commission such indemnification is against public policy as expressed in
the Act and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the registrant of
expenses incurred or paid by a director, officer or controlling person of the registrant in the successful defense of any action, suit or proceeding) is
asserted by such director, officer or controlling person in connection with the securities being registered, the registrant will, unless in the opinion of its
counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it
is against public policy as expressed in the Act and will be governed by the final adjudication of such issue.

The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability under the Securities Act of 1933, the information omitted from the form of prospectus filed as
part of this registration statement in reliance upon Rule 430A and contained in a form of prospectus filed by the registrant pursuant to Rule 424(b)(1) or
(4) or 497(h) under the Securities Act shall be deemed to be part of this registration statement as of the time it was declared effective.

(2) For the purpose of determining any liability under the Securities Act of 1933, as amended, each post-effective amendment that contains a
form of prospectus shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that
time shall be deemed to be the initial bona fide offering thereof.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused this Registration Statement to be signed on its
behalf by the undersigned, thereunto duly authorized, in the City of San Mateo, State of California, on this 2nd day of November, 2021.
 

 Backblaze, Inc.

 /s/ Gleb Budman

 
Gleb Budman
Chief Executive Officer and Chairperson

Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement has been signed by the following
persons in the capacities and on the dates indicated.
 

Signature   Title  Date

/s/ Gleb Budman
  

Chief Executive Officer and Chairperson
(Principal Executive Officer)  

November 2, 2021
Gleb Budman

/s/ Frank Patchel
  

Chief Financial Officer
(Principal Financial and Accounting Officer)  

November 2, 2021
Frank Patchel

*
  

Chief Technology Officer and Director
 

November 2, 2021
Brian Wilson

*
  

Chief Cloud Officer and Director
 

November 2, 2021
Timothy Nufire

*
  

Director
 

November 2, 2021
Jocelyn Carter-Miller

*
  

Director
 

November 2, 2021
Barbara Nelson

*
  

Director
 

November 2, 2021
Earl E. Fry

*
Evelyn D’An   

Director
 

November 2, 2021

 

 *By: /s/ Gleb Budman
 Gleb Budman
 Attorney-in-Fact
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Exhibit 3.1

AMENDED AND RESTATED

CERTIFICATE OF INCORPORATION OF

BACKBLAZE, INC.

Backblaze, Inc., a corporation organized and existing under the laws of the State of Delaware (the “Corporation”), certifies that:

1. The name of the Corporation is Backblaze, Inc. The Corporation’s original Certificate of Incorporation was filed with the Secretary of State of
the State of Delaware on April 20, 2007.

2. This Amended and Restated Certificate of Incorporation was duly adopted in accordance with Sections 242 and 245 of the General Corporation
Law of the State of Delaware, and has been duly approved by the written consent of the stockholders of the Corporation in accordance with Section 228
of the General Corporation Law of the State of Delaware.

3. The text of the Certificate of Incorporation is amended and restated to read as set forth in EXHIBIT A attached hereto.

IN WITNESS WHEREOF, Backblaze, Inc. has caused this Amended and Restated Certificate of Incorporation to be signed by Gleb Budman, a
duly authorized officer of the Corporation, on October 28, 2021.
 

/s/ Gleb Budman
Gleb Budman, Chief Executive Officer



ARTICLE I

The name of the Corporation is Backblaze, Inc.

ARTICLE II

The purpose of this Corporation is to engage in any lawful act or activity for which corporations may be organized under the General Corporation
Law of Delaware.

ARTICLE III

The address of the registered office of the Corporation in the State of Delaware is 3500 South DuPont Highway, City of Dover, County of Kent.
The name of the registered agent at such address is Incorporating Services LTD.

ARTICLE IV

The total number of shares of stock that the Corporation shall have authority to issue is 61,359,196, consisting of 58,000,000 shares of Common
Stock, $0.001 par value per share, and 3,359,196 shares of Preferred Stock, $0.001 par value per share. The Common Stock authorized by this Amended
and Restated Certificate of Incorporation shall be divided into two series, with 21,000,000 of such shares designated as “Class A Common Stock”, par
value $0.001 and 37,000,000 of such shares designated as “Class B Common Stock”, par value $0.001. The Preferred Stock authorized by this Amended
and Restated Certificate of Incorporation may be issued from time to time in one or more series. The first Series of Preferred Stock shall be designated
“Series 1 Preferred Stock” and shall consist of 1,325,898 shares. The second Series of Preferred Stock shall be designated “Series A Preferred Stock”
and shall consist of 1,064,152 shares. The third Series of Preferred Stock shall be designated “Series A-1 Preferred Stock” and shall consist of 969,145
shares.

Immediately upon the effectiveness of the filing of this Amended and Restated Certificate of Incorporation (the “Effective Time”), without any
further action by the Corporation or any holder of capital stock of the Corporation, each one (1) share of common stock, par value $0.001 per share, of
the Corporation (the “Old Common Stock”) issued and outstanding immediately prior to the Effective Time shall automatically be reclassified as three
(3) shares of Class B Common Stock, and each share of Series 1 Preferred Stock, Series A Preferred Stock, and Series A-1 Preferred Stock (all such
series, the “Old Preferred Stock”) issued and outstanding immediately prior to the Effective Time shall automatically be reclassified as three (3) of
Series 1 Preferred Stock, Series A Preferred Stock, and Series A-1 Preferred Stock, respectively (the “Stock Split”), which shares of Class B Common
Stock and of each such series of Preferred Stock shall be fully paid and nonassessable. No fractional shares of Class B Common Stock or of any series
of Preferred Stock shall be issued as a result of the Stock Split, and each holder who would otherwise have been entitled to a fraction of a share of
Class B Common Stock or of any series of Preferred Stock as a result of the Stock Split shall, in lieu thereof, be entitled to receive a cash payment in an
amount equal to the fair value of such fractional share otherwise issuable as determined by the Corporation’s Board of Directors (as defined below). Any
certificate representing shares of Old Common Stock or any series of Old Preferred Stock, automatically and without the necessity of presenting the
same for exchange, shall be deemed to represent the number of shares of Class B Common Stock or of the series of Preferred Stock into which such
shares of Old Common Stock or Old Preferred Stock shall have been reclassified in the Stock Split, until such certificate is presented to the Corporation
for cancellation or exchange. All share numbers, ratios, dividend rates and Original Issue Prices specified herein reflect the effectiveness of the Stock
Split.



ARTICLE V

The terms and provisions of the Common Stock and Preferred Stock are as follows:

1. Definitions. For purposes of this ARTICLE V, the following definitions shall apply:

(a) “Conversion Price” shall mean $0.2640 per share for the Series 1 Preferred Stock, $1.1750 per share for the Series A Preferred Stock,
and $1.2917 per share for the Series A-1 Preferred Stock (each subject to adjustment from time to time for Recapitalizations and as otherwise set forth
elsewhere herein).

(b) “Convertible Securities” shall mean any evidences of indebtedness, shares or other securities convertible into or exchangeable for
Common Stock.

(c) “Corporation” shall mean Backblaze, Inc.

(d) “Distribution” shall mean the transfer of cash or other property without consideration whether by way of dividend or otherwise, other
than dividends on Common Stock payable in Common Stock, or the purchase or redemption of shares of the Corporation by the Corporation or its
subsidiaries for cash or property other than: (i) repurchases of Common Stock issued to or held by employees, officers, directors or consultants of the
Corporation or its subsidiaries upon termination of their employment or services pursuant to agreements providing for the right of said repurchase,
(ii) repurchases of Common Stock issued to or held by employees, officers, directors or consultants of the Corporation or its subsidiaries pursuant to
rights of first refusal contained in agreements providing for such right, (iii) repurchase of capital stock of the Corporation in connection with the
settlement of disputes with any stockholder, and (iv) any other repurchase or redemption of capital stock of the Corporation approved by the holders of
the Common Stock and Preferred Stock of the Corporation, voting as separate classes.

(e) “Dividend Rate” shall mean an annual rate of $0.0211 per share for the Series 1 Preferred Stock, $0.0775 per share for the Series A
Preferred Stock, and $0.0705 per share for the Series A-1 Preferred Stock (each subject to adjustment from time to time for Recapitalizations as set forth
elsewhere herein).

(f) “Liquidation Preference” shall mean $0.2640 per share for the Series 1 Preferred Stock, $1.2917 per share for the Series A Preferred
Stock, and $1.1750 per share for the Series A-1 Preferred Stock (each subject to adjustment from time to time for Recapitalizations as set forth
elsewhere herein).

(g) “Options” shall mean rights, options or warrants to subscribe for, purchase or otherwise acquire Common Stock or Convertible
Securities.

(h) “Original Issue Price” shall mean $0.2640 per share for the Series 1 Preferred Stock, $1.2917 per share for the Series A Preferred
Stock, and $1.1750 per share for the Series A-1 Preferred Stock (each subject to adjustment from time to time for Recapitalizations as set forth
elsewhere herein).

(i) “Preferred Stock” shall mean the Series 1 Preferred Stock, the Series A Preferred Stock, and the Series A-1 Preferred Stock.



(j) “Recapitalization” shall mean any stock dividend, stock split, combination of shares, reorganization, recapitalization, reclassification or
other similar event.

2. Dividends.

(a) Preferred Stock. The holders of shares of Preferred Stock shall be entitled to receive dividends, out of any assets legally available
therefor, prior and in preference to any declaration or payment of any dividend (payable other than in Class B Common Stock or other securities and
rights convertible into or entitling the holder thereof to receive, directly or indirectly, additional shares of stock of this Corporation) on the Class B
Common Stock of this Corporation, at the applicable Dividend Rate, payable when, as and if declared by the Board of Directors. Such dividends shall
not be cumulative. The holders of the outstanding Preferred Stock can waive any dividend preference that such holders shall be entitled to receive under
this Section 2 upon affirmative vote or written consent of a majority of the shares of Preferred Stock then outstanding (voting together as a single class
and not as separate series and on an as-converted basis).

(b) Additional Dividends. After the payment of such dividends, any additional dividends or distributions shall be distributed among all
holders of Common Stock and Preferred Stock in proportion to the number of shares of Common Stock that would be held by each such holder if all
shares of Preferred Stock were converted to Common Stock at the then effective Conversion Price.

(c) Non-Cash Distributions. Whenever a Distribution provided for in this Section 2 shall be payable in property other than cash, the value
of such Distribution shall be deemed to be the fair market value of such property as determined in good faith by the Board of Directors.

3. Liquidation Rights.

(a) Liquidation Preference. In the event of any liquidation, dissolution or winding up of the Corporation, either voluntary or involuntary,
the holders of the Preferred Stock shall be entitled to receive, prior and in preference to any Distribution of any of the assets of the Corporation to the
holders of Common Stock by reason of their ownership of such stock, an amount per share for each share of Preferred Stock held by them equal to the
sum of (i) the Liquidation Preference specified for such share of Preferred Stock and (ii) all accrued but unpaid dividends (if any) on such share of
Preferred Stock. If upon the liquidation, dissolution or winding up of the Corporation, the assets of the Corporation legally available for distribution to
the holders of the Preferred Stock are insufficient to permit the payment to such holders of the full amounts specified in this Section 3(a), then the entire
assets of the Corporation legally available for distribution shall be distributed ratably among the holders of the Preferred Stock in proportion to the full
amounts they would otherwise be entitled to receive pursuant to this Section 3(a) (collectively, a “Liquidation Event”).

(b) Remaining Assets. After the payment to the holders of Preferred Stock of the full preferential amounts specified above, the entire
remaining assets of the Corporation legally available for distribution by the Corporation shall be distributed among the holders of the Common Stock in
proportion to the number of shares of Common Stock held by them.

(c) Shares not Treated as Both Preferred Stock and Class B Common Stock in any Distribution. Shares of Preferred Stock shall not be
entitled to be converted into shares of Class B Common Stock in order to participate in any Distribution, or series of Distributions, as shares of Class B
Common Stock, without first foregoing participation in the Distribution, or series of Distributions, as shares of Preferred Stock.



(d) Acquisition. For purposes of this Section 3, a liquidation, dissolution or winding up of the Corporation shall be deemed to be
occasioned by, or to include, (i) the acquisition of the Corporation by another entity by means of any transaction or series of related transactions to
which the Corporation is party (including, without limitation, any stock acquisition, reorganization, merger or consolidation but excluding any sale of
stock for capital raising purposes) other than a transaction or series of related transactions in which the holders of the voting securities of the
Corporation outstanding immediately prior to such transaction or series of related transactions retain, immediately after such transaction or series of
related transactions, as a result of shares in the Corporation held by such holders prior to such transaction or series of related transactions, at least a
majority of the total voting power represented by the outstanding voting securities of the Corporation or such other surviving or resulting entity (or if the
Corporation or such other surviving or resulting entity is a wholly-owned subsidiary immediately following such acquisition, its parent); (ii) a sale, lease
or other disposition of all or substantially all of the assets of the Corporation and its subsidiaries taken as a whole by means of any transaction or series
of related transactions, except where such sale, lease or other disposition is to a wholly-owned subsidiary of the Corporation; or (iii) any liquidation,
dissolution or winding up of the Corporation, whether voluntary or involuntary.

(e) Valuation of Non-Cash Consideration. If any assets of the Corporation distributed to stockholders in connection with any liquidation,
dissolution, or winding up of the Corporation are other than cash, then the value of such assets shall be their fair market value as determined in good
faith by the Board of Directors, except that any publicly-traded securities to be distributed to stockholders in a liquidation, dissolution, or winding up of
the Corporation shall be valued as follows:

(i) if the securities are then traded on a national securities exchange, then the value of the securities shall be deemed to be the average of
the closing prices of the securities on such exchange over the ten (10) trading day period ending five (5) trading days prior to the Distribution;

(ii) if the securities are actively traded over-the-counter, then the value of the securities shall be deemed to be the average of the closing
bid prices of the securities over the ten (10) trading day period ending five (5) trading days prior to the Distribution.

For the purposes of this subsection 3(e), “trading day” shall mean any day which the exchange or system on which the securities to be distributed
are traded is open and “closing prices” or “closing bid prices” shall be deemed to be: (i) for securities traded primarily on the New York Stock
Exchange, the American Stock Exchange or a Nasdaq market, the last reported trade price or sale price, as the case may be, at 4:00 p.m., New York
time, on that day and (ii) for securities listed or traded on other exchanges, markets and systems, the market price as of the end of the regular hours
trading period that is generally accepted as such for such exchange, market or system. If, after the date hereof, the benchmark times generally accepted
in the securities industry for determining the market price of a stock as of a given trading day shall change from those set forth above, the fair market
value shall be determined as of such other generally accepted benchmark times.

4. Conversion. The holders of the Preferred Stock shall have conversion rights as follows:

(a) Right to Convert. Each share of Preferred Stock shall be convertible, at the option of the holder thereof, at any time after the date of
issuance of such share at the office of the Corporation or any transfer agent for the Preferred Stock, into that number of fully-paid, nonassessable shares
of Class B Common Stock determined by dividing the Original Issue Price for the relevant series, plus any accrued but unpaid dividends on such shares,
by the Conversion Price for such series (The number of shares of Class B Common Stock into which each share of Preferred Stock of a series may be
converted is hereinafter referred to as the “Conversion Rate” for each such series). Upon any decrease or increase in the Conversion Price for any series
of Preferred Stock, as described in this Section 4, the Conversion Rate for such series shall be appropriately increased or decreased.



(b) Automatic Conversion. Each share of Preferred Stock shall automatically be converted into fully-paid, non-assessable shares of
Class B Common Stock at the then effective Conversion Rate for such share (i) immediately prior to the closing of a firm commitment underwritten
initial public offering pursuant to an effective registration statement filed under the Securities Act of 1933, as amended (the “Securities Act”), covering
the offer and sale of the Corporation’s Class B Common Stock, provided the aggregate gross proceeds to the Corporation are not less than $50,000,000,
or (ii) upon the receipt by the Corporation of a written request for such conversion from the holders of a majority of the Preferred Stock then outstanding
(voting as a single class and on an as-converted basis), or, if later, the effective date for conversion specified in such request (each of the events referred
to in (i) and (ii) are referred to herein as an “Automatic Conversion Event”).

(c) Mechanics of Conversion. No fractional shares of Class B Common Stock shall be issued upon conversion of Preferred Stock. In lieu
of any fractional shares to which the holder would otherwise be entitled, the Corporation shall pay cash equal to such fraction multiplied by the then fair
market value of a share of Class B Common Stock as determined by the Board of Directors. For such purpose, all shares of Preferred Stock held by each
holder of Preferred Stock shall be aggregated, and any resulting fractional share of Class B Common Stock shall be paid in cash. Before any holder of
Preferred Stock shall be entitled to convert the same into full shares of Class B Common Stock, and to receive certificates therefor, he shall either
(A) surrender the certificate or certificates therefor, duly endorsed, at the office of the Corporation or of any transfer agent for the Preferred Stock or
(B) notify the Corporation or its transfer agent that such certificates have been lost, stolen or destroyed and execute an agreement satisfactory to the
Corporation to indemnify the Corporation from any loss incurred by it in connection with such certificates, and shall give written notice to the
Corporation at such office that he elects to convert the same; provided, however, that on the date of an Automatic Conversion Event, the outstanding
shares of Preferred Stock shall be converted automatically without any further action by the holders of such shares and whether or not the certificates
representing such shares are surrendered to the Corporation or its transfer agent; provided further, however, that the Corporation shall not be obligated to
issue certificates evidencing the shares of Class B Common Stock issuable upon such Automatic Conversion Event unless either the certificates
evidencing such shares of Preferred Stock are delivered to the Corporation or its transfer agent as provided above, or the holder notifies the Corporation
or its transfer agent that such certificates have been lost, stolen or destroyed and executes an agreement satisfactory to the Corporation to indemnify the
Corporation from any loss incurred by it in connection with such certificates. On the date of the occurrence of an Automatic Conversion Event, each
holder of record of shares of Preferred Stock shall be deemed to be the holder of record of the Class B Common Stock issuable upon such conversion,
notwithstanding that the certificates representing such shares of Preferred Stock shall not have been surrendered at the office of the Corporation, that
notice from the Corporation shall not have been received by any holder of record of shares of Preferred Stock, or that the certificates evidencing such
shares of Class B Common Stock shall not then be actually delivered to such holder.

The Corporation shall, as soon as practicable after such delivery, or after such agreement and indemnification, issue and deliver at such
office to such holder of Preferred Stock, a certificate or certificates for the number of shares of Class B Common Stock to which the holder shall be
entitled as aforesaid and a check payable to the holder in the amount of any cash amounts payable as the result of a conversion into fractional shares of
Class B Common Stock. Such conversion shall be deemed to have been made immediately prior to the close of business on the date of such surrender of
the shares of Preferred Stock to be converted, and the person or persons entitled to receive the shares of Class B Common Stock issuable upon such
conversion shall be treated for all purposes as the record holder or



holders of such shares of Class B Common Stock on such date; provided, however, that if the conversion is in connection with an underwritten offer of
securities registered pursuant to the Securities Act or a merger, sale, financing, or liquidation of the Corporation or other event, the conversion may, at
the option of any holder tendering Preferred Stock for conversion, be conditioned upon the closing of such transaction or upon the occurrence of such
event, in which case the person(s) entitled to receive the Class B Common Stock issuable upon such conversion of the Preferred Stock shall not be
deemed to have converted such Preferred Stock until immediately prior to the closing of such transaction or the occurrence of such event.

(d) Adjustments to Conversion Price for Diluting Issues.

(i) Special Definition. For purposes of this paragraph 4(d), “Additional Shares of Common” shall mean all shares of Common
Stock issued (or, pursuant to paragraph 4(d)(iii), deemed to be issued) by the Corporation after the filing of this Amended and Restated Certificate of
Incorporation, other than issuances or deemed issuances of (collectively, the “Excluded Securities”):

(1) shares of Class B Common Stock upon the conversion of the Preferred Stock;

(2) shares of Common Stock and options, warrants or other rights to purchase Common Stock issued or issuable to employees,
officers or directors of, or consultants or advisors to the Corporation or any subsidiary pursuant to stock grants, restricted stock purchase agreements,
option plans, purchase plans, incentive programs or similar arrangements;

(3) shares of Common Stock upon the exercise or conversion of Options or Convertible Securities outstanding as of the date of the
filing of this Amended and Restated Certificate of Incorporation;

(4) shares of Common Stock issued upon a stock split, stock dividend, or any subdivision of shares of Common Stock;

(5) shares of Class B Common Stock issued or issuable as a dividend or distribution on Preferred Stock or pursuant to any event for
which adjustment is made pursuant to paragraph 4(e), 4(f) or 4(g) hereof;

(6) shares of Common Stock issued or issuable to banks, equipment lessors, real property lessors, financial institutions or other
persons engaged in the business of making loans pursuant to a debt financing, commercial leasing or real property leasing transaction approved by the
Board of Directors;

(7) shares issued or issuable pursuant to an acquisition of another corporation or a joint venture agreement approved by the Board of
Directors;

(8) shares issued or issuable in connection with any settlement approved by the Board of Directors;

(9) shares that are otherwise excluded by consent of the holders of more than 50% of the outstanding shares of the Preferred Stock;

(10) shares issued pursuant to an underwritten public offering.



(ii) No Adjustment of Conversion Price. No adjustment in the Conversion Price of a particular series of Preferred Stock shall be
made in respect of the issuance of Additional Shares of Common unless the consideration per share (as determined pursuant to paragraph 4(d)(v)) for an
Additional Share of Common issued or deemed to be issued by the Corporation is less than the Conversion Price in effect on the date of, and
immediately prior to such issue, for such series of Preferred Stock.

(iii) Deemed Issue of Additional Shares of Common. In the event the Corporation at any time or from time to time after the date of
the filing of this Amended and Restated Certificate of Incorporation shall issue any Options or Convertible Securities or shall fix a record date for the
determination of holders of any class of securities entitled to receive any such Options or Convertible Securities, then the maximum number of shares
(as set forth in the instrument relating thereto without regard to any provisions contained therein for a subsequent adjustment of such number) of
Common Stock issuable upon the exercise of such Options or, in the case of Convertible Securities, the conversion or exchange of such Convertible
Securities or, in the case of Options for Convertible Securities, the exercise of such Options and the conversion or exchange of the underlying securities,
shall be deemed to have been issued as of the time of such issue or, in case such a record date shall have been fixed, as of the close of business on such
record date, provided that in any such case in which shares are deemed to be issued:

(1) no further adjustment in the Conversion Price of any series of Preferred Stock shall be made upon the subsequent issue of
Convertible Securities or shares of Common Stock in connection with the exercise of such Options or conversion or exchange of such Convertible
Securities;

(2) if such Options or Convertible Securities by their terms provide, with the passage of time or otherwise, for any change in
the consideration payable to the Corporation or in the number of shares of Common Stock issuable upon the exercise, conversion or exchange thereof
(other than a change pursuant to the anti-dilution provisions of such Options or Convertible Securities such as this Section 4(d) or pursuant to
Recapitalization provisions of such Options or Convertible Securities such as Sections 4(e), 4(f) and 4(g) hereof), the Conversion Price of each series of
Preferred Stock and any subsequent adjustments based thereon shall be recomputed to reflect such change as if such change had been in effect as of the
original issue thereof (or upon the occurrence of the record date with respect thereto);

(3) no readjustment pursuant to clause (2) above shall have the effect of increasing the Conversion Price of a series of
Preferred Stock to an amount above the Conversion Price that would have resulted from any other issuances of Additional Shares of Common and any
other adjustments provided for herein between the original adjustment date and such readjustment date; and

(4) if such record date shall have been fixed and such Options or Convertible Securities are not issued on the date fixed
therefor, the adjustment previously made in the Conversion Price which became effective on such record date shall be canceled as of the close of
business on such record date, and thereafter the Conversion Price shall be adjusted pursuant to this paragraph 4(d)(iii) as of the actual date of their
issuance.

(iv) Adjustment of Conversion Price Upon Issuance of Additional Shares of Common. In the event this Corporation shall issue
Additional Shares of Common (including Additional Shares of Common deemed to be issued pursuant to paragraph 4(d)(iii)) without consideration or
for a consideration per share less than the applicable Conversion Price of the Series A Preferred Stock



in effect on the date of and immediately prior to such issue, then, the Conversion Price of the Series A Preferred Stock shall be reduced, concurrently
with such issue, to a price (calculated to the nearest cent) determined by multiplying such Conversion Price by a fraction, the numerator of which shall
be the number of shares of Common Stock outstanding immediately prior to such issue plus the number of shares which the aggregate consideration
received by the Corporation for the total number of Additional Shares of Common so issued would purchase at such Conversion Price, and the
denominator of which shall be the number of shares of Common Stock outstanding immediately prior to such issue plus the number of such Additional
Shares of Common so issued. Notwithstanding the foregoing, the Conversion Price shall not be reduced at such time if the amount of such reduction
would be less than $0.01, but any such amount shall be carried forward, and a reduction will be made with respect to such amount at the time of, and
together with, any subsequent reduction which, together with such amount and any other amounts so carried forward, equal $0.01 or more in the
aggregate. For the purposes of this Subsection 4(d)(iv), all shares of Common Stock issuable upon conversion of all outstanding shares of Preferred
Stock and the exercise and/or conversion of any other outstanding Convertible Securities and all outstanding Options shall be deemed to be outstanding.

(v) Determination of Consideration. For purposes of this subsection 4(d), the consideration received by the Corporation for the
issue (or deemed issue) of any Additional Shares of Common shall be computed as follows:

(1) Cash and Property. Such consideration shall:

(a) insofar as it consists of cash, be computed at the aggregate amount of cash received by the Corporation before
deducting any reasonable discounts, commissions or other expenses allowed, paid or incurred by the Corporation for any underwriting or otherwise in
connection with such issuance;

(b) insofar as it consists of property other than cash, be computed at the fair market value thereof at the time of such
issue, as determined in good faith by the Board of Directors; and

(c) in the event Additional Shares of Common are issued together with other shares or securities or other assets of the
Corporation for consideration which covers both, be the proportion of such consideration so received, computed as provided in clauses (a) and
(b) above, as reasonably determined in good faith by the Board of Directors.

(2) Options and Convertible Securities. The consideration per share received by the Corporation for Additional Shares of
Common deemed to have been issued pursuant to paragraph 4(d)(iii) shall be determined by dividing

(x) the total amount, if any, received or receivable by the Corporation as consideration for the issue of such Options or
Convertible Securities, plus the minimum aggregate amount of additional consideration (as set forth in the instruments relating thereto, without regard to
any provision contained therein for a subsequent adjustment of such consideration) payable to the Corporation upon the exercise of such Options or the
conversion or exchange of such Convertible Securities, or in the case of Options for Convertible Securities, the exercise of such Options for Convertible
Securities and the conversion or exchange of such Convertible Securities by

(y) the maximum number of shares of Common Stock (as set forth in the instruments relating thereto, without regard
to any provision contained therein for a subsequent adjustment of such number) issuable upon the exercise of such Options or the conversion or
exchange of such Convertible Securities.



(e) Adjustments for Subdivisions or Combinations of Common Stock. In the event the outstanding shares of Common Stock shall be
subdivided (by stock split, by payment of a stock dividend or otherwise), into a greater number of shares of Common Stock, the Conversion Price of
each series of Preferred Stock in effect immediately prior to such subdivision shall, concurrently with the effectiveness of such subdivision, be
proportionately decreased. In the event the outstanding shares of Common Stock shall be combined (by reclassification or otherwise) into a lesser
number of shares of Common Stock, the Conversion Prices in effect immediately prior to such combination shall, concurrently with the effectiveness of
such combination, be proportionately increased.

(f) Adjustments for Subdivisions or Combinations of Preferred Stock. In the event the outstanding shares of Preferred Stock or a series of
Preferred Stock shall be subdivided (by stock split, by payment of a stock dividend or otherwise), into a greater number of shares of Preferred Stock, the
Dividend Rate, Original Issue Price and Liquidation Preference of the affected series of Preferred Stock in effect immediately prior to such subdivision
shall, concurrently with the effectiveness of such subdivision, be proportionately decreased. In the event the outstanding shares of Preferred Stock or a
series of Preferred Stock shall be combined (by reclassification or otherwise) into a lesser number of shares of Preferred Stock, the Dividend Rate,
Original Issue Price and Liquidation Preference of the affected series of Preferred Stock in effect immediately prior to such combination shall,
concurrently with the effectiveness of such combination, be proportionately increased.

(g) Adjustments for Reclassification, Exchange and Substitution. Subject to Section 3, if the Common Stock issuable upon conversion of
the Preferred Stock shall be changed into the same or a different number of shares of any other class or classes of stock, whether by capital
reorganization, reclassification or otherwise (other than a subdivision or combination of shares provided for above), then, in any such event, in lieu of
the number of shares of Common Stock which the holders would otherwise have been entitled to receive each holder of such Preferred Stock shall have
the right thereafter to convert such shares of Preferred Stock into a number of shares of such other class or classes of stock which a holder of the number
of shares of Common Stock deliverable upon conversion of such series of Preferred Stock immediately before that change would have been entitled to
receive in such reorganization or reclassification, all subject to further adjustment as provided herein with respect to such other shares.

(h) Certificate as to Adjustments. Upon the occurrence of each adjustment or readjustment of the Conversion Price pursuant to this
Section 4, the Corporation at its expense shall promptly compute such adjustment or readjustment in accordance with the terms hereof and furnish to
each holder of Preferred Stock a certificate setting forth such adjustment or readjustment and showing in detail the facts upon which such adjustment or
readjustment is based. The Corporation shall, upon the written request at any time of any holder of Preferred Stock, furnish or cause to be furnished to
such holder a like certificate setting forth (i) such adjustments and readjustments, (ii) the Conversion Price at the time in effect and (iii) the number of
shares of Common Stock and the amount, if any, of other property which at the time would be received upon the conversion of Preferred Stock.

(i) Waiver of Adjustment of Conversion Price. Notwithstanding anything herein to the contrary, any downward adjustment of the
Conversion Price of the Series A Preferred Stock may be waived by the consent or vote of the holders of the majority of the outstanding shares of Series
A Preferred Stock either before or after the issuance causing the adjustment. Any such waiver shall bind all future holders of shares of Series A
Preferred Stock.



(j) Notices of Record Date. In the event that this Corporation shall propose at any time:

(i) to declare any Distribution upon its Common Stock, whether in cash, property, stock or other securities, whether or not a
regular cash dividend and whether or not out of earnings or earned surplus;

(ii) to effect any reclassification or recapitalization of its Common Stock outstanding involving a change in the Common
Stock; or

(iii) to voluntarily liquidate or dissolve or to enter into any transaction deemed to be a liquidation, dissolution or winding up
of the corporation pursuant to Section 3(d);

then, in connection with each such event, this Corporation shall send to the holders of the Preferred Stock at least 10 days’ prior written notice of the
date on which a record shall be taken for such Distribution (and specifying the date on which the holders of Common Stock shall be entitled thereto and,
if applicable, the amount and character of such Distribution ) or for determining rights to vote in respect of the matters referred to in (ii) and (iii) above.

Such written notice shall be given by first class mail (or express courier), postage prepaid, addressed to the holders of Preferred Stock at the
address for each such holder as shown on the books of the Corporation and shall be deemed given on the date such notice is mailed.

The notice provisions set forth in this section may be shortened or waived prospectively or retrospectively by the consent or vote of the holders of
a majority of the Preferred Stock, voting as a single class and on an as-converted basis.

(k) Reservation of Stock Issuable Upon Conversion. The Corporation shall at all times reserve and keep available out of its authorized but
unissued shares of Common Stock solely for the purpose of effecting the conversion of the shares of the Preferred Stock, such number of its shares of
Common Stock as shall from time to time be sufficient to effect the conversion of all then outstanding shares of the Preferred Stock; and if at any time
the number of authorized but unissued shares of Common Stock shall not be sufficient to effect the conversion of all then outstanding shares of the
Preferred Stock, the Corporation will take such corporate action as may, in the opinion of its counsel, be necessary to increase its authorized but
unissued shares of Common Stock to such number of shares as shall be sufficient for such purpose.

5. Voting.

(a) Restricted Class Voting. Except as otherwise expressly provided herein or as required by law, the holders of Preferred Stock and the
holders of Common Stock shall vote together and not as separate classes.

(b) No Series Voting. Other than as provided herein or required by law, there shall be no series voting.

(c) Preferred Stock. Each holder of Preferred Stock shall be entitled to the number of votes equal to the number of shares of Common
Stock into which the shares of Preferred Stock held by such holder could be converted as of the record date. The holders of shares of the Preferred Stock
shall be entitled to vote on all matters on which the Common Stock shall be entitled to vote. Holders of Preferred Stock shall be entitled to notice of any
stockholders’ meeting in accordance with the Bylaws of the Corporation. Fractional votes shall not, however, be permitted and any fractional voting
rights resulting from the above formula (after aggregating all shares into which shares of Preferred Stock held by each holder could be converted), shall
be disregarded.



(d) Common Stock. Each holder of shares of Class A Common Stock shall be entitled to one vote for each share thereof held and each
holder of shares of Class B Common Stock shall be entitled to ten votes for each share thereof held.

(e) Election of Directors. Members of the Corporation’s Board of Directors shall be elected by the holders of Common Stock and
Preferred Stock, voting together as a single class. If a vacancy on the Board of Directors is to be filled by the Board of Directors, only directors elected
by the same class or classes of stockholders as those who would be entitled to vote to fill such vacancy shall vote to fill such vacancy.

6. Redemption. The Preferred Stock is not redeemable at the option of the holder thereof.

7. Amendments and Changes. As long as any of the Preferred Stock shall be issued and outstanding, the Corporation shall not, without first
obtaining the approval (by vote or written consent as provided by law) of the holders of more than 50% of the outstanding shares of the Preferred Stock:

(a) amend, alter or repeal any provision of the Certificate of Incorporation or bylaws of the Corporation (including pursuant to a merger) if
such action would adversely alter the rights, preferences, privileges or powers of, or restrictions provided for the benefit of the Preferred Stock or any
series thereof, or any other changes to the rights or preferences of the Series A Preferred Stock;

(b) increase or decrease (other than for decreases resulting from conversion of the Preferred Stock) the authorized number of shares of
Preferred Stock or any series thereof;

(c) authorize or create (by reclassification, merger or otherwise) or issue or obligate itself to issue any new class or series of equity security
(including any security convertible into or exercisable for any equity security) having rights, preferences or privileges with respect to dividends,
redemption or payments upon liquidation senior to or on a parity with any series of Preferred Stock or having voting rights other than those granted to
the Preferred Stock generally;

(d) reclassify, alter or amend any existing security that is junior to or on parity with the Preferred Stock, if such reclassification, alteration
or amendment would render such other security senior to or on parity with the Preferred Stock; or

(e) declare distributions of cash or property on, or repurchases or redemptions of, any other series of preferred stock or Common Stock;
provided, however, that payment of dividends at any time that is three years after the filing date of this Amended and Restated Certificate of
Incorporation, shall not require such approval, so long as at that time all classes of stock receive equal dividends on per share basis; and provided further
that no approval is required for the repurchase of shares of Common Stock from employees, officers, directors, consultants or other persons performing
services pursuant to agreements under which the corporation has the option to repurchase such shares at cost upon the occurrence of certain events, such
as termination of services.

8. Notices. Any notice required by the provisions of this ARTICLE V to be given to the holders of Preferred Stock shall be deemed given if
deposited in the United States mail, postage prepaid, and addressed to each holder of record at such holder’s address appearing on the books of the
Corporation.



ARTICLE VI

The Corporation is to have perpetual existence.

ARTICLE VII

Elections of directors need not be by written ballot unless the Bylaws of the Corporation shall so provide.

ARTICLE VIII

Unless otherwise set forth herein, the number of directors that constitute the Board of Directors of the Corporation shall be fixed by, or in the
manner provided in, the Bylaws of the Corporation.

ARTICLE IX

In furtherance and not in limitation of the powers conferred by statute, the Board of Directors of the Corporation is expressly authorized to adopt,
amend or repeal the Bylaws of the Corporation.

ARTICLE X

1. To the fullest extent permitted by the General Corporation Law of Delaware as the same exists or as may hereafter be amended, a director of the
Corporation shall not be personally liable to the Corporation or its stockholders for monetary damages for a breach of fiduciary duty as a director. If the
General Corporation Law of Delaware is amended to authorize corporate action further eliminating or limiting the personal liability of directors, then the
liability of a director of the Corporation shall be eliminated or limited to the fullest extent permitted by the General Corporation Law of Delaware, as so
amended. Neither any amendment nor repeal of this Article X, nor the adoption of any provision of this Amended and Restated Certificate of
Incorporation inconsistent with this Article X, shall eliminate or reduce the effect of this Article X, in respect of any matter occurring, or any action or
proceeding accruing or arising or that, but for this Article X, would accrue or arise, prior to such amendment, repeal or adoption of an inconsistent
provision.

2. The Corporation shall have the power to indemnify, to the extent permitted by the General Corporation Law of Delaware, as it presently exists
or may hereafter be amended from time to time, any person who was or is a party or is threatened to be made a party to any threatened, pending or
completed action, suit or proceeding, whether civil, criminal, administrative or investigative (a “Proceeding”) by reason of the fact that he or she is or
was a director, officer, employee or agent of the Corporation or is or was serving at the request of the Corporation as a director, officer, employee or
agent of another corporation, partnership, joint venture, trust or other enterprise, including service with respect to employee benefit plans, against
expenses (including attorneys’ fees), judgments, fines and amounts paid in settlement actually and reasonably incurred by such person in connection
with any such Proceeding. A right to indemnification or to advancement of expenses arising under a provision of this Amended and Restated Certificate
of Incorporation or a bylaw of the Corporation shall not be eliminated or impaired by an amendment to this Amended and Restated Certificate of
Incorporation or the Bylaws of the Corporation after the occurrence of the act or omission that is the subject of the civil, criminal, administrative or
investigative action, suit or proceeding for which indemnification or advancement of expenses is sought, unless the provision in effect at the time of
such act or omission explicitly authorizes such elimination or impairment after such action or omission has occurred.



ARTICLE XI

Meetings of stockholders may be held within or without the State of Delaware, as the Bylaws may provide. The books of the Corporation may be
kept (subject to any provision contained in the statutes) outside of the State of Delaware at such place or places as may be designated from time to time
by the Board of Directors or in the Bylaws of the Corporation.

ARTICLE XII

To the extent permitted by law, the Corporation renounces any expectancy that a Covered Person offer the Corporation an opportunity to
participate in a Specified Opportunity and waives any claim that the Specified Opportunity constitutes a corporate opportunity that should have been
presented by the Covered Person to the Corporation; provided, however, that the Covered Person acts in good faith. A “Covered Person” is any member
of the Board of Directors of the Corporation (who is not an employee of the Corporation or any of its subsidiaries) who is a partner, member or
employee of a Fund. A “Specified Opportunity” is any transaction or other matter that is presented to the Covered Person in his or her capacity as a
partner, member or employee of a Fund (and other than solely in connection with his or her service as a member of the Board of Directors of the
Corporation) that may be an opportunity of interest for both the Corporation and the Fund. A “Fund” is an entity that is a holder of Preferred Stock and
that is primarily in the business of investing in other entities, or an entity that manages such an entity.

ARTICLE XIII

To the extent one or more sections of any other state corporations code setting forth minimum requirements for the corporation’s retained earnings
and/or net assets are applicable to this corporation’s repurchase of shares of Common Stock, such code sections shall not apply, to the greatest extent
permitted by applicable law, in whole or in part with respect to repurchases by this corporation of its Common Stock from employees, officers, directors,
advisors, consultants or other persons performing services for this corporation or any subsidiary pursuant to agreements under which this corporation
has the right to repurchase such shares at cost upon the occurrence of certain events, such as the termination of employment. In the case of any such
repurchases, distributions by the corporation may be made without regard to the “preferential dividends arrears amount” or any “preferential rights
amount,” as such terms may be defined in such other state’s corporations code.



CERTIFICATE OF CORRECTION OF THE
AMENDED AND RESTATED

CERTIFICATE OF INCORPORATION
OF

BACKBLAZE, INC.

(Pursuant to Section 103(f) of the
General Corporation Law of the State of Delaware)

Backblaze, Inc., a corporation organized and existing under and by virtue of the provisions of the General Corporation Law of the
State of Delaware (the “General Corporation Law”),

DOES HEREBY CERTIFY AS FOLLOWS:

FIRST: That the name of this corporation (the “Corporation”) is Backblaze, Inc. and that the Corporation was originally
incorporated pursuant to the General Corporation Law on April 20, 2007 under the name Backblaze, Inc.

SECOND: That the Amended and Restated Certificate of Incorporation was filed with the Secretary of State of Delaware on
October 29, 2021 and that said Amended and Restated Certificate of Incorporation requires certain corrections as permitted by Section 103 of the
General Corporation Law of the State of Delaware.

THIRD: The inaccuracies to be corrected in said Amended and Restated Certificate of Incorporation are as follows:

The second paragraph of the Fourth Article incorrectly states:

“Immediately upon the effectiveness of the filing of this Amended and Restated Certificate of Incorporation (the “Effective Time”),
without any further action by the Corporation or any holder of capital stock of the Corporation, each one (1) share of common stock, par value $0.001
per share, of the Corporation (the “Old Common Stock”) issued and outstanding immediately prior to the Effective Time shall automatically be
reclassified as three (3) shares of Class B Common Stock, and each share of Series 1 Preferred Stock, Series A Preferred Stock, and Series A-1 Preferred
Stock (all such series, the “Old Preferred Stock”) issued and outstanding immediately prior to the Effective Time shall automatically be reclassified as
three (3) of Series 1 Preferred Stock, Series A Preferred Stock, and Series A-1 Preferred Stock, respectively (the “Stock Split”), which shares of Class B
Common Stock and of each such series of Preferred Stock shall be fully paid and nonassessable. No fractional shares of Class B Common Stock or of
any series of Preferred Stock shall be issued as a result of the Stock Split, and each holder who would otherwise have been entitled to a fraction of a
share of Class B Common Stock or of any series of Preferred Stock as a result of the Stock Split shall, in lieu thereof, be entitled to receive a cash
payment in an amount equal to the fair value of such fractional share otherwise issuable as determined by the Corporation’s Board of Directors (as
defined below). Any certificate representing shares of Old Common Stock or any series of Old



Preferred Stock, automatically and without the necessity of presenting the same for exchange, shall be deemed to represent the number of shares of
Class B Common Stock or of the series of Preferred Stock into which such shares of Old Common Stock or Old Preferred Stock shall have been
reclassified in the Stock Split, until such certificate is presented to the Corporation for cancellation or exchange. All share numbers, ratios, dividend
rates and Original Issue Prices specified herein reflect the effectiveness of the Stock Split.”

The second paragraph of the Fourth Article is hereby corrected to read as follows:

“Immediately upon the effectiveness of the filing of this Amended and Restated Certificate of Incorporation (the “Effective Time”),
without any further action by the Corporation or any holder of capital stock of the Corporation, each one (1) share of common stock, par value $0.001
per share, of the Corporation (the “Old Common Stock”) issued and outstanding immediately prior to the Effective Time shall automatically be
reclassified as three and six tenths (3.6) shares of Class B Common Stock, and each share of Series 1 Preferred Stock, Series A Preferred Stock, and
Series A-1 Preferred Stock (all such series, the “Old Preferred Stock”) issued and outstanding immediately prior to the Effective Time shall
automatically be reclassified as three and six tenths (3.6) of Series 1 Preferred Stock, Series A Preferred Stock, and Series A-1 Preferred Stock,
respectively (the “Stock Split”), which shares of Class B Common Stock and of each such series of Preferred Stock shall be fully paid and
nonassessable. No fractional shares of Class B Common Stock or of any series of Preferred Stock shall be issued as a result of the Stock Split, and each
holder who would otherwise have been entitled to a fraction of a share of Class B Common Stock or of any series of Preferred Stock as a result of the
Stock Split shall, in lieu thereof, be entitled to receive a cash payment in an amount equal to the fair value of such fractional share otherwise issuable as
determined by the Corporation’s Board of Directors (as defined below). Any certificate representing shares of Old Common Stock or any series of Old
Preferred Stock, automatically and without the necessity of presenting the same for exchange, shall be deemed to represent the number of shares of
Class B Common Stock or of the series of Preferred Stock into which such shares of Old Common Stock or Old Preferred Stock shall have been
reclassified in the Stock Split, until such certificate is presented to the Corporation for cancellation or exchange. All share numbers, ratios, dividend
rates and Original Issue Prices specified herein reflect the effectiveness of the Stock Split.”

Subsection 1(e) of the Fifth Article incorrectly states:

““Dividend Rate” shall mean an annual rate of $0.0211 per share for the Series 1 Preferred Stock, $0.0775 per share for the Series A
Preferred Stock, and $0.0705 per share for the Series A-1 Preferred Stock (each subject to adjustment from time to time for Recapitalizations as set forth
elsewhere herein).”

Subsection 1(e) of the Fifth Article is hereby corrected to read as follows:

““Dividend Rate” shall mean an annual rate of $0.0211 per share for the Series 1 Preferred Stock, $0.0705 per share for the Series A
Preferred Stock, and $0.0775 per share for the Series A-1 Preferred Stock (each subject to adjustment from time to time for Recapitalizations as set forth
elsewhere herein).”
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Subsection 1(f) of the Fifth Article incorrectly states:

““Liquidation Preference” shall mean $0.2640 per share for the Series 1 Preferred Stock, $1.2917 per share for the Series A Preferred
Stock, and $1.1750 per share for the Series A-1 Preferred Stock (each subject to adjustment from time to time for Recapitalizations as set forth
elsewhere herein).”

Subsection 1(f) of the Fifth Article is hereby corrected to read as follows:

““Liquidation Preference” shall mean $0.2640 per share for the Series 1 Preferred Stock, $1.1750 per share for the Series A Preferred
Stock, and $1.2917 per share for the Series A-1 Preferred Stock (each subject to adjustment from time to time for Recapitalizations as set forth
elsewhere herein).”

Subsection 1(h) of the Fifth Article incorrectly states:

““Original Issue Price” shall mean $0.2640 per share for the Series 1 Preferred Stock, $1.2917 per share for the Series A Preferred Stock,
and $1.1750 per share for the Series A-1 Preferred Stock (each subject to adjustment from time to time for Recapitalizations as set forth elsewhere
herein).”

Subsection 1(h) of the Fifth Article is hereby corrected to read as follows:

““Original Issue Price” shall mean $0.2640 per share for the Series 1 Preferred Stock, $1.1750 per share for the Series A Preferred Stock,
and $1.2917 per share for the Series A-1 Preferred Stock (each subject to adjustment from time to time for Recapitalizations as set forth elsewhere
herein).”
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IN WITNESS WHEREOF, this Certificate of Correction of the Amended and Restated Certificate of Incorporation has been executed by
the Chief Executive Officer of this corporation on this 1st day of November, 2021.
 

/s/ Gleb Budman
Gleb Budman
Chief Executive Officer

 
5



Exhibit 3.2

BACKBLAZE, INC.

RESTATED CERTIFICATE OF INCORPORATION

Backblaze, Inc., a Delaware corporation, hereby certifies as follows:

1. The name of this corporation is Backblaze, Inc. The date of the filing of its original Certificate of Incorporation with the Secretary of State was
April 20, 2007.

2. The Restated Certificate of Incorporation of this corporation is attached hereto as Exhibit A, which is incorporated herein by this reference, and
which restates, integrates and further amends the provisions of the Certificate of Incorporation of this corporation, as previously amended and/or
restated. The Restated Certificate of Incorporation has been duly adopted by this corporation’s Board of Directors and duly approved by the stockholders
in accordance with Sections 242 and 245 and any other applicable sections of the General Corporation Law of the State of Delaware.

IN WITNESS WHEREOF, this corporation has caused this Restated Certificate of Incorporation to be signed by its duly authorized officer and the
foregoing facts stated herein are true and correct.

Dated: ___________, 2021
 

BACKBLAZE, INC.

By:   
Name:  Gleb Budman
Title:  Chief Executive Officer



EXHIBIT A

BACKBLAZE, INC.
RESTATED CERTIFICATE OF INCORPORATION

ARTICLE I:
NAME

The name of this corporation is Backblaze, Inc. (the “Corporation”).

ARTICLE II:
AGENT FOR SERVICE OF PROCESS

The address of the registered office of the Corporation in the State of Delaware is 3500 South DuPont Highway, City of Dover, County of Kent. The
name of the registered agent at such address is Incorporating Services LTD.

ARTICLE III:
PURPOSE

The purpose of the Corporation is to engage in any lawful act or activity for which corporations may be organized under the General Corporation Law of
the State of Delaware, as the same exists or may hereafter be amended (the “General Corporation Law”).

ARTICLE IV:
AUTHORIZED STOCK

1. Total Authorized.

1.1 The total number of shares of all classes of stock that the Corporation has authority to issue is 160,000,000 shares, consisting of three
classes: 113,000,000 shares of Class A Common Stock, $0.0001 par value per share (“Class A Common Stock”), 37,000,000 shares of Class B Common
Stock, $0.0001 par value per share (“Class B Common Stock” and together with the Class A Common Stock, the “Common Stock”), and 10,000,000
shares of Preferred Stock, $0.0001 par value per share (the “Preferred Stock”).

1.2 The number of authorized shares of Class A Common Stock or Class B Common Stock may be increased or decreased (but not below
the number of shares thereof then outstanding) by the affirmative vote (or written consent if action by written consent of stockholders is permitted at
such time under this Restated Certificate of Incorporation) of the holders of capital stock representing a majority of the voting power of all the then-
outstanding shares of capital stock of the Corporation entitled to vote thereon, irrespective of the provisions of Section 242(b)(2) of the General
Corporation Law, and no vote of the holders of the Class A Common Stock or Class B Common Stock voting separately as a class shall be required
therefor.
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2. Preferred Stock.

2.1 The Corporation’s Board of Directors (“Board of Directors”) is authorized, subject to any limitations prescribed by the law of the State
of Delaware, by resolution or resolutions adopted from time to time, to provide for the issuance of shares of Preferred Stock in one or more series, and,
by filing a certificate of designation pursuant to the applicable law of the State of Delaware (“Certificate of Designation”), to establish from time to
time the number of shares to be included in each such series, to fix the designation, powers (including voting powers), preferences and relative,
participating, optional or other special rights (and the qualifications, limitations or restrictions thereof) of the shares of each such series and, except
where otherwise provided in the applicable Certificate of Designation, to increase (but not above the total number of authorized shares of the Preferred
Stock) or decrease (but not below the number of shares of such series then outstanding) the number of shares of any such series. The number of
authorized shares of Preferred Stock may be increased or decreased (but not below the number of shares thereof then outstanding) by the affirmative
vote (or written consent if action by written consent of stockholders is permitted at such time under this Restated Certificate of Incorporation) of the
holders of a majority of the voting power of all the then-outstanding shares of capital stock of the Corporation entitled to vote thereon, without a
separate vote of the holders of the Preferred Stock, irrespective of the provisions of Section 242(b)(2) of the General Corporation Law, unless a separate
vote of the holders of one or more series of Preferred Stock is required pursuant to the terms of any Certificate of Designation.

2.2 Except as otherwise expressly provided in any Certificate of Designation designating any series of Preferred Stock pursuant to the
foregoing provisions of this Article IV, (i) any new series of Preferred Stock may be designated, fixed and determined as provided herein by the Board
of Directors without approval of the holders of Class A Common Stock, Class B Common Stock or the holders of Preferred Stock, or any series thereof,
and (ii) any such new series may have powers, preferences and rights, including, without limitation, voting powers, dividend rights, liquidation rights,
redemption rights and conversion rights, senior to, junior to or pari passu with the rights of the Class A Common Stock, Class B Common Stock, any
series of the Preferred Stock, or any future class or series of capital stock of the Corporation.

3. Rights of Class A Common Stock and Class B Common Stock.

3.1 Equal Status. Except as otherwise provided in this Restated Certificate of Incorporation or required by applicable law, shares of
Class A Common Stock and Class B Common Stock shall have the same rights and powers, rank equally (including as to dividends and distributions,
and upon any liquidation, dissolution or winding up of the Corporation), share ratably and be identical in all respects and as to all matters.

3.2 Voting Rights.

3.2.1 Except as required by applicable law, each holder of Class A Common Stock shall have the right to one (1) vote per
share of Class A Common Stock held of record by such holder and each holder of Class B Common Stock shall have the right to ten (10) votes per share
of Class B Common Stock held of record by such holder.
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3.2.2 Except as otherwise expressly provided by this Restated Certificate of Incorporation or as provided by applicable law,
the holders of shares of Class A Common Stock and Class B Common Stock shall (a) at all times vote together as a single class on all matters (including
the election of directors) submitted to a vote or for the consent (if action by written consent of stockholders is permitted at such time under this Restated
Certificate of Incorporation) of the stockholders of the Corporation, (b) be entitled to notice of any stockholders’ meeting in accordance with the Bylaws
of the Corporation (as the same may be amended and/or restated from time to time, the “Bylaws”) and (c) be entitled to vote upon such matters and in
such manner as may be provided by applicable law; provided, however, that, except as otherwise required by applicable law, holders of shares of
Class A Common Stock and Class B Common Stock shall not be entitled to vote on any amendment to this Restated Certificate of Incorporation
(including any Certificate of Designation relating to any series of Preferred Stock) that relates solely to the terms of one or more outstanding series of
Preferred Stock if the holders of such affected series are entitled, either separately or together as a class with the holders of one or more other such
series, to vote thereon pursuant to this Restated Certificate of Incorporation (including any Certificate of Designation relating to any series of Preferred
Stock).

3.3 Dividends and Distribution Rights. Shares of Class A Common Stock and Class B Common Stock shall be treated equally,
identically and ratably, on a per share basis, with respect to any dividends or distributions as may be declared and paid from time to time by the Board of
Directors out of any assets of the Corporation legally available therefor; provided, however, that in the event a dividend is paid in the form of shares of
Class A Common Stock or Class B Common Stock (or rights to acquire such shares), then holders of Class A Common Stock shall receive shares of
Class A Common Stock (or rights to acquire such shares, as the case may be) and holders of Class B Common Stock shall receive shares of Class B
Common Stock (or rights to acquire such shares, as the case may be), with holders of shares of Class A Common Stock and Class B Common Stock
receiving, on a per share basis, an identical number of shares of Class A Common Stock or Class B Common Stock, as applicable. Notwithstanding the
foregoing, the Board of Directors may pay or make a disparate dividend or distribution per share of Class A Common Stock or Class B Common Stock
(whether in the amount of such dividend or distribution payable per share, the form in which such dividend or distribution is payable, the timing of the
payment, or otherwise) if such disparate dividend or distribution is approved in advance by the affirmative vote (or written consent if action by written
consent of stockholders is permitted at such time under this Restated Certificate of Incorporation) of the holders of a majority of the outstanding shares
of Class A Common Stock and Class B Common Stock, each voting separately as a class.

3.4 Subdivisions, Combinations or Reclassifications. Shares of Class A Common Stock or Class B Common Stock may not be
subdivided, combined or reclassified unless the shares of the other class are concurrently therewith proportionately subdivided, combined or reclassified
in a manner that maintains the same proportionate equity ownership between the holders of the outstanding Class A Common Stock and Class B
Common Stock on the record date for such subdivision, combination or reclassification; provided, however, that shares of one such class may be
subdivided, combined or reclassified in a different or disproportionate manner if such subdivision, combination or reclassification is approved in
advance by the affirmative vote (or written consent if action by written consent of stockholders is permitted at such time under this Restated Certificate
of Incorporation) of the holders of a majority of the outstanding shares of Class A Common Stock and Class B Common Stock, each voting separately as
a class.
 

3



3.5 Liquidation, Dissolution or Winding Up. Subject to the preferential or other rights of any holders of Preferred Stock then
outstanding, upon the liquidation, dissolution or winding up of the Corporation, whether voluntary or involuntary, holders of Class A Common Stock
and Class B Common Stock will be entitled to receive ratably all assets of the Corporation available for distribution to its stockholders unless disparate
or different treatment of the shares of each such class with respect to distributions upon any such liquidation, dissolution or winding up is approved in
advance by the affirmative vote (or written consent if action by written consent of stockholders is permitted at such time under this Restated Certificate
of Incorporation) of the holders of a majority of the outstanding shares of Class A Common Stock and Class B Common Stock, each voting separately as
a class.

3.6 Merger or Consolidation. In the case of any distribution or payment in respect of the shares of Class A Common Stock or Class B
Common Stock upon the merger or consolidation of the Corporation with or into any other entity, or in the case of any other transaction having an effect
on stockholders substantially similar to that resulting from a merger or consolidation, such distribution or payment shall be made ratably on a per share
basis among the holders of the Class A Common Stock and Class B Common Stock as a single class; provided, however, that shares of one such class
may receive different or disproportionate distributions or payments in connection with such merger, consolidation or other transaction if (i) the only
difference in the per share distribution to the holders of the Class A Common Stock and Class B Common Stock is that any securities distributed to the
holder of a share Class B Common Stock have ten (10) times the voting power of any securities distributed to the holder of a share of Class A Common
Stock, or (ii) such merger, consolidation or other transaction is approved by the affirmative vote (or written consent if action by written consent of
stockholders is permitted at such time under this Restated Certificate of Incorporation) of the holders of a majority of the outstanding shares of Class A
Common Stock and Class B Common Stock, each voting separately as a class.

3.7 Class B Protective Provisions. So long as any shares of Class B Common Stock remain outstanding, the Corporation shall not,
without the approval by vote or written consent of the holders of a majority of the voting power of the Class B Common Stock then outstanding, voting
as a separate class, directly or indirectly, or whether by amendment, or through merger, recapitalization, consolidation or otherwise:

(i) amend, alter, or repeal any provision of the Certificate of Incorporation or the Bylaws that modifies the voting, conversion or
other powers, preferences, or other special rights or privileges, or restrictions of the Class B Common Stock; or

(ii) reclassify any outstanding shares of Class A Common Stock of the Corporation into shares having rights as to dividends or
liquidation that are senior to the Class B Common Stock or the right to more than one (1) vote for each share thereof.
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ARTICLE V:
CLASS B COMMON STOCK CONVERSION

1. Optional Conversion. Each share of Class B Common Stock shall be convertible into one (1) fully paid and nonassessable share of
Class A Common Stock at the option of the holder thereof at any time upon written notice to the Corporation. Before any holder of Class B Common
Stock shall be entitled to convert any of such holder’s shares of such Class B Common Stock into shares of Class A Common Stock, such holder shall
deliver an instruction, duly signed and authenticated in accordance with any procedures set forth in the Bylaws or any policies of the Corporation then in
effect, at the principal corporate office of the Corporation or of any transfer agent for the Class B Common Stock, and shall give written notice to the
Corporation at its principal corporate office of such holder’s election to convert the same and shall state therein the name or names in which the shares
of Class A Common Stock issuable on conversion thereof are to be registered on the books of the Corporation. The Corporation shall, as soon as
practicable thereafter, register on the Corporation’s books ownership of the number of shares of Class A Common Stock to which such record holder of
Class B Common Stock, or to which the nominee or nominees of such record holder, shall be entitled as aforesaid. Such conversion shall be deemed to
have occurred immediately prior to the close of business on the date such notice of the election to convert is received by the Corporation, and the person
or persons entitled to receive the shares of Class A Common Stock issuable upon such conversion shall be treated for all purposes as the record holder or
holders of such shares of Class A Common Stock as of such date.

2. Automatic Conversion of all Outstanding Class B Common Stock. Each share of Class B Common Stock shall automatically,
without further action by the Corporation or the holder thereof, be converted into one (1) fully paid and nonassessable share of Class A Common Stock
immediately prior to the close of business on the earliest to occur of: (i) the date that is seven (7) years after the Initial Public Offering Closing (as
defined below), (ii) the date on which the outstanding shares of Class B Common Stock represent less than ten (10%) of the aggregate number of shares
of Class A Common Stock and Class B Common Stock then outstanding, or (iii) the date specified by the affirmative vote of the holders of Class B
Common Stock representing a majority of the outstanding shares of Class B Common Stock, voting as a separate class (each event referred to in (i), (ii)
and (iii) is referred to herein as a “Final Automatic Conversion”). The Corporation shall provide notice of the Final Automatic Conversion of shares of
Class B Common Stock pursuant to this Section 2 of Article V to record holders of such shares of Class B Common Stock as soon as practicable
following the Final Automatic Conversion. Such notice shall be provided by any means then permitted by the General Corporation Law; provided,
however, that no failure to give such notice nor any defect therein shall affect the validity of the Final Automatic Conversion. Upon and after the Final
Automatic Conversion, the person registered on the Corporation’s books as the record holder of the shares of Class B Common Stock so converted
immediately prior to the Final Automatic Conversion shall be registered on the Corporation’s books as the record holder of the shares of Class A
Common Stock issued upon the Final Automatic Conversion of such shares of Class B Common Stock, without further action on the part of the record
holder thereof. Immediately upon the effectiveness of the Final Automatic Conversion, the rights of the holders of shares of Class B Common Stock as
such shall cease, and the holders shall be treated for all purposes as having become the record holder or holders of such shares of Class A Common
Stock into which such shares of Class B Common Stock were converted.
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3. Conversion on Transfer. Each share of Class B Common Stock shall automatically, without further action by the Corporation or the
holder thereof, be converted into one (1) fully paid and nonassessable share of Class A Common Stock, upon the occurrence of (i) a Transfer (as defined
below), other than a Permitted Transfer (as defined below), of such share of Class B Common Stock or (ii) the death of the holder of such share if such
holder is a natural person.

4. Policies and Procedures. The Corporation may, from time to time, as it may deem necessary or advisable, establish such policies and
procedures, not in violation of applicable law or this Restated Certificate of Incorporation or the Bylaws, relating to the conversion of shares of the
Class B Common Stock into shares of Class A Common Stock. If the Corporation has reason to believe that a Transfer that is not a Permitted Transfer
has occurred, the Corporation may request that the purported transferor furnish affidavits or other evidence to the Corporation as it reasonably deems
necessary to determine whether a Transfer that is not a Permitted Transfer has occurred, and if such transferor does not within ten (10) days after the
date of such request furnish sufficient evidence to the Corporation (in the manner provided in the request) to enable the Corporation to determine that no
such Transfer has occurred, any such shares of Class B Common Stock, to the extent not previously converted, shall be automatically converted into
shares of Class A Common Stock at the close of business on the tenth (10th) day following such request, and such conversion shall thereupon be
registered on the books and records of the Corporation. In connection with any action of stockholders taken at a meeting, the stock ledger of the
Corporation shall be presumptive evidence as to who are the stockholders entitled to vote in person or by proxy at any meeting of stockholders and the
classes of shares held by each such stockholder and the number of shares of each class held by such stockholder.

5. Definitions.

(a) “Change in Control Transaction” shall mean the occurrence of any of the following events:

(i) the sale, lease, exchange, encumbrance or other disposition (other than licenses that do not constitute an effective disposition of
all or substantially all of the assets of the Corporation and its subsidiaries taken as a whole, and the grant of security interests in the ordinary course of
business) by the Corporation of all or substantially all of the Corporation’s assets; or

(ii) the merger or consolidation of the Corporation with or into any other entity, other than a merger or consolidation that would
result in the Class B Common Stock of the Corporation outstanding immediately prior thereto representing (either by remaining outstanding or by being
converted into voting securities of the surviving entity or its sole parent entity) more than fifty percent (50%) of the total voting power represented by
the voting securities of the Corporation or such surviving entity or its sole parent entity outstanding immediately after such merger or consolidation.

(b) “Convertible Security” shall mean any evidences of indebtedness or other securities (other than shares of Class B Common Stock)
convertible into or exchangeable for Class B Common Stock, either directly or indirectly.
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(c) “Securities Act” shall mean the Securities Act of 1933, as amended.

(d) “Family Member” shall mean with respect to any natural person who is a Qualified Stockholder, the spouse, domestic partner, parents,
grandparents, lineal descendants, siblings and lineal descendants of siblings of such Qualified Stockholder. Lineal descendants shall include adopted
persons, but only so long as they are adopted while a minor.

(e) “Incapacity” shall mean, with respect to an individual, that such individual is incapable of managing his or her financial affairs under
the criteria set forth in the applicable probate code, that can be expected to result in death, or which has lasted or can be expected to last for a continuous
period of not less than twelve (12) months as determined by a licensed medical practitioner. In the event of a dispute regarding whether an individual has
suffered an Incapacity, no Incapacity of such individual will be deemed to have occurred unless and until an affirmative ruling regarding such Incapacity
has been made by a court of competent jurisdiction.

(f) “Independent Directors” shall mean members of the Board of Directors that are not officers or otherwise employees of the Corporation
or its subsidiaries; provided that a director shall not be considered an officer or employee of the Corporation solely due to such director’s position as a
member of the Board of Directors or the board of directors or similar governing body of one or more subsidiaries of the Corporation or such director’s
service as a non-executive chairman, lead independent director or in any similar capacity.

(g) “Initial Public Offering Closing” shall mean the closing of the Corporation’s initial public offering pursuant to an effective registration
statement under the Securities Act covering the offer and sale of Class A Common Stock to the public.

(h) “IPO Date” means ___________, 2021.

(i) “Option” shall mean rights, options, restricted stock units or warrants to subscribe for, purchase or otherwise acquire Class B Common
Stock or Convertible Securities (as defined above).

(j) “Parent” of an entity shall mean any entity that directly or indirectly owns or controls a majority of the voting power of the voting
securities of such entity.

(k) “Permitted Entity” shall mean with respect to a Qualified Stockholder: (a) a Permitted Trust solely for the benefit of (1) such Qualified
Stockholder, (2) one or more Family Members of such Qualified Stockholder, or (3) any other Permitted Entity of such Qualified Stockholder; or (b) any
general partnership, limited partnership, limited liability company, corporation or other entity exclusively owned by (1) such Qualified Stockholder,
(2) one or more Family Members of such Qualified Stockholder, or (3) any other Permitted Entity of such Qualified Stockholder.

(l) “Permitted Transfer” shall mean, and be restricted to, any Transfer of a share of Class B Common Stock:

(i) by a Qualified Stockholder to (A) one or more Family Members of such Qualified Stockholder, (B) any Permitted Entity of such
Qualified Stockholder, or (C) to such Qualified Stockholder’s revocable living trust, which revocable living trust is itself both a Permitted Trust and a
Qualified Stockholder; or
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(ii) by a Permitted Entity of a Qualified Stockholder to (A) such Qualified Stockholder or one or more Family Members of such
Qualified Stockholder, or (B) any other Permitted Entity of such Qualified Stockholder.

(m) “Permitted Transferee” shall mean a transferee of shares of Class B Common Stock received in a Permitted Transfer.

(n) “Permitted Trust” shall mean a bona fide trust where each trustee is (i) a Qualified Stockholder, (ii) a Family Member, or (iii) a
professional in the business of providing trustee services, including private professional fiduciaries, trust companies and bank trust departments.

(o) “Person” shall mean a natural person, corporation, limited liability company, partnership, joint venture, trust, unincorporated
association or other legal entity.

(p) “Qualified Stockholder” shall mean: (a) the record holder of a share of Class B Common Stock as of the IPO Date; (b) the initial
registered holder of any shares of Class B Common Stock that are originally issued by the Corporation after the IPO Date pursuant to the exercise or
conversion of any Option or Convertible Security that, in each case, was outstanding as of the IPO Date; (c) each natural person who, prior to the IPO
Date, Transferred shares of capital stock of the Corporation to a Permitted Entity that is or becomes a Qualified Stockholder; (d) each natural person
who Transferred shares of, or equity awards for, Class B Common Stock (including any Option exercisable or Convertible Security exchangeable for or
convertible into shares of Class B Common Stock) to a Permitted Entity that is or becomes a Qualified Stockholder; and (e) a Permitted Transferee.

(q) “Transfer” of a share of Class B Common Stock shall mean any sale, assignment, transfer, conveyance, hypothecation or other transfer
or disposition of such share or any legal or beneficial interest in such share, whether or not for value and whether voluntary or involuntary or by
operation of law, including, without limitation, a transfer of a share of Class B Common Stock to a broker or other nominee (regardless of whether there
is a corresponding change in beneficial ownership), the transfer of, or entering into a binding agreement with respect to, Voting Control over such share
by proxy, or the transfer of a share of Class B Common Stock to certain charities and trusts established by a holder of Class B Common Stock, so long
as such holder of Class B Common Stock has sole dispositive power and exclusive Voting Control with respect to the shares of Class B Common Stock
held by such entity or otherwise; provided, however, that the following shall not be considered a “Transfer” within the meaning of this Section 5 of
Article V:

(i) the granting of a revocable proxy to officers or directors of the Corporation at the request of the Board of Directors in connection
with actions to be taken at an annual or special meeting of stockholders;
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(ii) entering into a voting trust, agreement or arrangement (with or without granting a proxy) solely with stockholders who are
holders of Class B Common Stock that (A) is disclosed either in a Schedule 13D filed with the Securities and Exchange Commission or in writing to the
Secretary of the Corporation, (B) either has a term not exceeding one (1) year or is terminable by the holder of the shares subject thereto at any time and
(C) does not involve any payment of cash, securities, property or other consideration to the holder of the shares subject thereto other than the mutual
promise to vote shares in a designated manner;

(iii) entering into a voting trust, agreement or arrangement (with or without granting a proxy) pursuant to a written agreement to
which the Corporation is a party;

(iv) the pledge of shares of Class B Common Stock by a stockholder that creates a mere security interest in such shares pursuant to a
bona fide loan or indebtedness transaction for so long as such stockholder continues to exercise Voting Control over such pledged shares; provided,
however, that a foreclosure on such shares or other similar action by the pledgee shall constitute a Transfer unless such foreclosure or similar action
qualifies as a Permitted Transfer;

(v) the fact that, as of the IPO Date or at any time after the IPO Date, the spouse of any holder of Class B Common Stock possesses
or obtains an interest in such holder’s shares of Class B Common Stock arising solely by reason of the application of the community property laws of
any jurisdiction, so long as no other event or circumstance shall exist or have occurred that constitutes a Transfer of such shares of Class B Common
Stock; provided that any transfer of shares by any holder of shares of Class B Common Stock to such holder’s spouse, including a transfer in connection
with a divorce proceeding, domestic relations order or similar legal requirement, shall constitute a “Transfer” of such shares of Class B Common Stock
unless otherwise exempt from the definition of Transfer;

(vi) entering into a trading plan pursuant to Rule 10b5-1 under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), with a broker or other nominee; provided, however, that a sale of such shares of Class B Common Stock pursuant to such plan shall constitute a
“Transfer” at the time of such sale; or

(vii) in connection with a merger or consolidation of the Corporation with or into any other entity, or in the case of any other
transaction having an effect on stockholders substantially similar to that resulting from a merger or consolidation, that has been approved by the Board
of Directors, the entering into a support, voting, tender or similar agreement or arrangement (in each case, with or without the grant of a proxy) that has
also been approved by the Board of Directors.

A Transfer shall also be deemed to have occurred with respect to a share of Class B Common Stock beneficially held by (i) an entity that is a
Permitted Entity, if there occurs any act or circumstance that causes such entity to no longer be a Permitted Entity or (ii) an entity that is a Qualified
Stockholder, if, in either case, there occurs a Transfer on a cumulative basis, from and after the IPO Date, of a majority of the voting power of the voting
securities of such entity or any direct or indirect Parent of such entity, other than a Transfer to parties that are, as of the IPO Date, holders of voting
securities of any such entity or Parent of such entity.
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(r) “Voting Control” shall mean, with respect to a share of Class B Common Stock, the power (whether exclusive or shared) to vote or
direct the voting of such share by proxy, voting agreement or otherwise.

6. Immediate Effect and Status of Converted Stock. In the event of a conversion of shares of Class B Common Stock into shares of
Class A Common Stock pursuant to Section 3 of this Article V, or upon the date of the Final Automatic Conversion, such conversion(s) shall be deemed
to have been made at the time that the Transfer of shares occurred or immediately at 11:59 p.m. Pacific Time on the date of the Final Automatic
Conversion, as applicable. In the event any shares of Class B Common Stock are converted into shares of Class A Common Stock pursuant to this
Article V, the shares of Class B Common Stock so converted shall be retired and shall not be reissued by the Corporation.

7. Effect of Conversion on Payment of Dividends. Notwithstanding anything to the contrary in Sections 1, 2 or 3 of this Article V, if the
date on which any share of Class B Common Stock is converted into Class A Common Stock pursuant to the provisions of Sections 1, 2 or 3 of this
Article V occurs after the record date for the determination of the holders of Class B Common Stock entitled to receive any dividend or distribution to
be paid on the shares of Class B Common Stock, the holder of such shares of Class B Common Stock as of such record date will be entitled to receive
such dividend or distribution on such payment date; provided, that, notwithstanding any other provision of this Restated Certificate of Incorporation, to
the extent that any such dividend or distribution is payable in shares of Class B Common Stock, such dividend or distribution shall be deemed to have
been declared, and shall be payable in, shares of Class A Common Stock and no shares of Class B Common Stock shall be issued in payment thereof.

8. Reservation. The Corporation shall at all times reserve and keep available, out of its authorized and unissued shares of Class A
Common Stock, solely for the purpose of effecting conversions of shares of Class B Common Stock into Class A Common Stock, such number of duly
authorized shares of Class A Common Stock as shall from time to time be sufficient to effect the conversion of all then-outstanding shares of Class B
Common Stock. If at any time the number of authorized and unissued shares of Class A Common Stock shall not be sufficient to effect the conversion of
all then-outstanding shares of Class B Common Stock, the Corporation shall promptly take such corporate action as may be necessary to increase its
authorized but unissued shares of Class A Common Stock to such number of shares as shall be sufficient for such purpose, including, without limitation,
obtaining the requisite stockholder approval of any necessary amendment to this Restated Certificate of Incorporation. All shares of Class A Common
Stock which are so issuable shall, when issued, be duly and validly issued, fully paid and non-assessable shares. The Corporation shall take all such
action as may be necessary to ensure that all such shares of Class A Common Stock may be so issued without violation of any applicable law or
regulation.

9. No Further Issuances. Except for the issuance of Class B Common Stock issuable upon exercise of Rights outstanding at the Effective
Time or a dividend payable in accordance with Article IV, Section 3.3, the Corporation shall not at any time after the Effective Time issue any additional
shares of Class B Common Stock, unless such issuance is approved by the affirmative vote of the holders of a majority of the outstanding shares of
Class B Common Stock. After the Final Conversion Date, the Corporation shall not issue any additional shares of Class B Common Stock.
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ARTICLE VI:
AMENDMENT OF BYLAWS

The Board of Directors shall have the power to adopt, amend or repeal the Bylaws. Any adoption, amendment or repeal of the Bylaws by the Board of
Directors shall require the approval of a majority of the Whole Board. For purposes of this Restated Certificate of Incorporation, the term “Whole
Board” shall mean the total number of authorized directors, whether or not there exist any vacancies in previously authorized directorships. The
stockholders shall also have power to adopt, amend or repeal the Bylaws; provided, however, that, notwithstanding any other provision of this Restated
Certificate of Incorporation or any provision of law that might otherwise permit a lesser or no vote, but in addition to any vote of the holders of any class
or series of stock of the Corporation required by applicable law or by this Restated Certificate of Incorporation, the affirmative vote of the holders of at
least two-thirds (2/3) of the voting power of all of the then-outstanding shares of the capital stock of the Corporation entitled to vote generally in the
election of directors, voting together as a single class, shall be required for the stockholders to adopt, amend or repeal any provision of the Bylaws;
provided, further, however, that, in the case of any proposed adoption, amendment or repeal of any provisions of the Bylaws that is approved by the
Board of Directors and submitted to the stockholders for adoption thereby, if directors representing two-thirds (2/3) of the Whole Board have approved
such adoption, amendment or repeal of any provisions of the Bylaws, then, in addition to any vote of the holders of any class or series of stock of the
Corporation required by applicable law or by this Restated Certificate of Incorporation, only the affirmative vote of the holders of at least a majority of
the voting power of all of the then-outstanding shares of the capital stock of the Corporation entitled to vote generally in the election of directors, voting
together as a single class, shall be required to adopt, amend or repeal such provision of the Bylaws.

ARTICLE VII:
MATTERS RELATING TO THE BOARD OF DIRECTORS

1. Director Powers. Except as otherwise provided by the General Corporation Law or this Certificate of Incorporation, the business and
affairs of the Corporation shall be managed by or under the direction of the Board of Directors.

2. Number of Directors. Subject to the special rights of the holders of any series of Preferred Stock to elect additional directors under
specified circumstances, the total number of directors constituting the Whole Board shall be fixed from time to time exclusively by resolution adopted
by a majority of the Whole Board.

3. Classified Board. Subject to the special rights of the holders of one or more series of Preferred Stock to elect directors, the directors
shall be divided, with respect to the time for which they severally hold office, into three classes designated as Class I, Class II and Class III, respectively
(the “Classified Board”). The Board of Directors is authorized to assign members of the Board of Directors to such classes of the Classified Board. The
number of directors in each class shall be divided as nearly equal as is practicable. The initial term of office of the Class I
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directors shall expire on 2022, the initial term of office of the Class II directors shall expire on 2023, and the initial term of office of the Class III
directors shall expire on 2024. At each annual meeting of stockholders, directors elected to succeed those directors of the class whose terms then expire
shall be elected for a term of office expiring at the third succeeding annual meeting of stockholders after their election.

4. Term and Removal. Each director shall hold office until the annual meeting at which such director’s term expires and until such
director’s successor is duly elected and qualified, or until such director’s earlier death, resignation, disqualification or removal. Any director may resign
at any time upon notice to the Corporation given in writing or by any electronic transmission. For the first twelve (12) months after the date a director
first joins (by appointment or election) the Board of Directors, subject to the special rights of the holders of any series of Preferred Stock to elect
directors, each such director may be removed with or without cause by the affirmative vote of the holders of a majority of the voting power of the then-
outstanding shares of capital stock of the Corporation entitled to vote generally in the election of directors, voting together as a single class. After twelve
(12) months from the date a director first joins (by appointment or election) the Board of Directors, subject to the special rights of the holders of any
series of Preferred Stock to elect directors, no director may be removed from the Board of Directors except for cause and only by the affirmative vote of
the holders of a majority of the voting power of the then-outstanding shares of capital stock of the Corporation entitled to vote thereon, voting together
as a single class. Subject to the special rights of the holders of any series of Preferred Stock to elect directors, in the event of any increase or decrease in
the authorized number of directors, (a) each director then serving as such shall nevertheless continue as a director of the class of which he or she is a
member and (b) the newly created or eliminated directorships resulting from such increase or decrease shall be apportioned by the Board of Directors
among the classes of directors so as to make all classes as nearly equal in number as is practicable. No decrease in the number of directors constituting
the Board of Directors shall shorten the term of any incumbent director.

5. Vacancies and Newly Created Directorships. Subject to the special rights of the holders of any series of Preferred Stock to elect
directors, any vacancy occurring in the Board of Directors for any reason, and any newly created directorship resulting from any increase in the
authorized number of directors, shall be filled only by the affirmative vote of a majority of the directors then in office, even if less than a quorum, or by
a sole remaining director, and shall not be filled by the stockholders. Any director elected in accordance with the preceding sentence shall hold office for
a term expiring at the annual meeting of stockholders at which the term of office of the class, if any, to which the director has been assigned expires and
until such director’s successor shall have been duly elected and qualified, or until such director’s earlier death, resignation, disqualification or removal.

6. Additional Directors Elected by the Preferred Stock. During any period when the holders of any series of Preferred Stock have the
right to elect additional directors as provided for or fixed pursuant to the provisions of Article IV hereof (including any Certificate of Designation) (any
such director, a “Preferred Stock Director”), and upon commencement and for the duration of the period during which such right continues: (i) the
then otherwise total authorized number of directors of the Corporation shall automatically be increased by such number of Preferred Stock Directors that
the holders of any series of Preferred Stock have a right
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to elect, and the holders of such Preferred Stock shall be entitled to elect the additional Preferred Stock Directors so provided for or fixed pursuant to
said provisions; and (ii) each such Preferred Stock Director shall serve until his or her successor shall have been duly elected and qualified, or until his
or her right to hold such office terminates pursuant to said provisions, whichever occurs earlier, subject to his or her earlier death, disqualification,
resignation or removal. In case any vacancy shall occur among the Preferred Stock Directors, a successor Preferred Stock Director may be elected by the
holders of Preferred Stock pursuant to said provisions. Except as otherwise provided for or fixed pursuant to the provisions of Article IV hereof
(including any Preferred Stock Designation), whenever the holders of any series of Preferred Stock having such right to elect an additional Preferred
Stock Director are divested of such right pursuant to said provisions, the terms of office of such Preferred Stock Director elected by the holders of such
Preferred Stock, or elected to fill any vacancies resulting from the death, resignation, disqualification or removal of such additional Preferred Stock
Director, shall forthwith terminate (in which case such person shall cease to be qualified as a director and shall cease to be a director) and the total
authorized number of directors of the Corporation shall be automatically reduced accordingly.

7. Vote by Ballot. Election of directors need not be by written ballot unless the Bylaws shall so provide.

8. No Cumulative Voting. No stockholder will be permitted to cumulate votes at any election of directors.

ARTICLE VIII:
DIRECTOR LIABILITY

1. Limitation of Liability. To the fullest extent permitted by law, no director of the Corporation shall be personally liable to the
Corporation or its stockholders for monetary damages for breach of fiduciary duty as a director. Without limiting the effect of the preceding sentence, if
the General Corporation Law is hereafter amended to authorize the further elimination or limitation of the liability of a director, then the liability of a
director of the Corporation shall be eliminated or limited to the fullest extent permitted by the General Corporation Law, as so amended.

2. Change in Rights. Neither any amendment nor repeal of this Article VIII, nor the adoption of any provision of this Restated Certificate
of Incorporation inconsistent with this Article VIII, shall eliminate, reduce or otherwise adversely affect any limitation on the personal liability of a
director of the Corporation or any rights or protections of any officer or director of the Corporation under this Article VIII with respect to acts or
omissions occurring prior to the time of such amendment, repeal or adoption of such an inconsistent provision.

ARTICLE IX:
MATTERS RELATING TO STOCKHOLDERS

1. No Action by Written Consent of Stockholders. Subject to the rights of any series of Preferred Stock then outstanding, (i) no action
shall be taken by the stockholders of the Corporation except at a duly called annual or special meeting of stockholders, and (ii) no action shall be taken
by the stockholders of the Corporation by written consent in lieu of a meeting.
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2. Special Meeting of Stockholders. Special meetings of the stockholders of the Corporation may be called only by a majority of our
Board of Directors, stockholders holding at least 6,300,000 shares of our Class B Common Stock or the Chairperson of our Board of Directors.

3. Advance Notice of Stockholder Nominations and Business Transacted at Special Meetings. Advance notice of stockholder
nominations for the election of directors of the Corporation and of business to be brought by stockholders before any meeting of stockholders of the
Corporation shall be given in the manner provided in the Bylaws. Business transacted at special meetings of stockholders shall be limited to the purpose
or purposes stated in the notice of meeting.

ARTICLE X:
SEVERABILITY

If any provision of this Restated Certificate of Incorporation shall be held to be invalid, illegal, or unenforceable, then such provision shall nonetheless
be enforced to the maximum extent possible consistent with such holding and the remaining provisions of this Restated Certificate of Incorporation
(including without limitation, all portions of any section of this Restated Certificate of Incorporation containing any such provision held to be invalid,
illegal, or unenforceable, which is not invalid, illegal, or unenforceable) shall remain in full force and effect.

ARTICLE XI:
AMENDMENT OF RESTATED CERTIFICATE OF INCORPORATION

1. General. The Corporation reserves the right to amend or repeal any provision contained in this Restated Certificate of Incorporation in
the manner prescribed by the laws of the State of Delaware and all rights conferred upon stockholders are granted subject to this reservation; provided,
however, that, notwithstanding any provision of this Restated Certificate of Incorporation (including any Certificate of Designation) or any provision of
law that might otherwise permit a lesser vote or no vote (other than Sections 1.2 and 2 of Article IV hereof), but in addition to any vote of the holders of
any class or series of the stock of the Corporation required by applicable law or by this Restated Certificate of Incorporation (including any Certificate
of Designation), and subject to Sections 1.2 and 2 of Article IV, the affirmative vote of the holders of at least two-thirds (2/3) of the voting power of all
of the then-outstanding shares of the capital stock of the Corporation entitled to vote generally in the election of directors, voting together as a single
class, shall be required to amend or repeal, or adopt any provision inconsistent with, this Section 1 of this Article XI, Sections 1.2 and 2 of Article IV, or
Article V, Article VI, Article VII, Article VIII, Article IX, Article X or Article XII (the “Specified Provisions”); provided, further, that if directors
representing two-thirds (2/3) of the Whole Board have approved such amendment or repeal of, or any provision inconsistent with, the Specified
Provisions, then only the affirmative vote of the holders of at least a majority of the voting power of all of the then-outstanding shares of the capital
stock of the Corporation entitled to vote generally in the election of directors, voting together as a single class (in addition to any other vote of the
holders of any class or series of stock of the Corporation required by applicable law or by this Certificate of Incorporation), shall be required to approve
such amendment or repeal of, or the adoption of such provision inconsistent with, the Specified Provisions.
 

14



2. Changes to or Inconsistent with Section 3 of Article IV. Notwithstanding any other provision of this Restated Certificate of
Incorporation (including any Certificate of Designation) or any provision of law that might otherwise permit a lesser vote or no vote, but in addition to
any vote of the holders of any class or series of the stock of the Corporation required by law or by this Restated Certificate of Incorporation (including
any Certificate of Designation), the affirmative vote of the holders of Class A Common Stock representing at least two-thirds (2/3) of the voting power
of the then-outstanding shares of Class A Common Stock, voting separately as a single class, and the affirmative vote of the holders of Class B Common
Stock representing at least two-thirds (2/3) of the voting power of the then-outstanding shares of Class B Common Stock, each voting separately as
single classes, shall be required to amend or repeal, or to adopt any provision inconsistent with, Section 3 of Article IV or this Section 2 of this Article
XI.

ARTICLE XII:
CHOICE OF FORUM

Unless the Corporation consents in writing to the selection of an alternative forum, the Court of Chancery of the State of Delaware (or, if the Court of
Chancery does not have jurisdiction, the federal district court for the District of Delaware) shall, to the fullest extent permitted by law, be the sole and
exclusive forum for: (a) any derivative action or proceeding brought on behalf of the Corporation; (b) any action asserting a claim of breach of a
fiduciary duty owed by any current or former director, officer, stockholder, employee or agent of the Corporation to the Corporation or the Corporation’s
stockholders; (c) any action asserting a claim against the Corporation arising pursuant to any provision of the General Corporation Law, this Restated
Certificate of Incorporation or the Bylaws or as to which the General Corporation Law confers jurisdiction on the Court of Chancery of the State of
Delaware; (d) any action to interpret, apply, enforce or determine the validity of this Restated Certificate of Incorporation or the Bylaws; or (e) any
action asserting a claim against the Corporation governed by the internal affairs doctrine. This Article XII shall not apply to suits brought to enforce a
duty or liability created by the Exchange Act or any other claim for which the federal courts have exclusive jurisdiction.

To the fullest extent permitted by law, unless the Corporation consents in writing to the selection of an alternative forum, the federal district courts of the
United States of America shall be the exclusive forum for the resolution of any complaint asserting a cause of action arising under the Securities Act.

Any person or entity purchasing or otherwise acquiring or holding any interest in shares of capital stock of the Corporation shall be deemed to have
notice of and to have consented to the provisions of this Article XII.
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AMENDED AND RESTATED

INVESTORS’ RIGHTS AGREEMENT

THIS AMENDED AND RESTATED INVESTORS’ RIGHTS AGREEMENT is made as of the 29th day of July, 2013, by and among Backblaze,
Inc., a Delaware corporation (the “Company”), TMT Investments PLC, a company organized under the laws of Jersey, which is referred to in this
Agreement as an “Investor”.

RECITALS

WHEREAS, the Company and the Investor are parties to the Series A-1 Stock Purchase Agreement of even date herewith (the “Purchase
Agreement”);

WHEREAS, the Company and Investor are parties to that certain Investors’ Rights Agreement, dated as of July 24, 2012 (the “Prior
Agreement”); and

WHEREAS, in order to induce the Company to enter into the Purchase Agreement and to induce the Investor to invest funds in the Company
pursuant to the Purchase Agreement, the Investor and the Company hereby agree that this Agreement shall govern the rights of the Investor to cause the
Company to register shares of Common Stock issuable to the Investor, to receive certain information from the Company, and to participate in future
equity offerings by the Company, and shall govern certain other matters as set forth in this Agreement;

NOW, THEREFORE, in consideration of the foregoing premises and certain other good and valuable consideration, the receipt and sufficiency
of which are hereby acknowledged, the Company, Key Holders and Investor agree to amend and restate the Prior Agreement in its entirety as set forth
herein, and the parties further agree as follows:

1. Definitions. For purposes of this Agreement:

1.1 “Affiliate” means, with respect to any specified Person, any other Person who, directly or indirectly, controls, is controlled by, or is
under common control with such Person, including without limitation any general partner, managing member, officer or director of such Person or any
venture capital fund now or hereafter existing that is controlled by one or more general partners or managing members of, or shares the same
management company with, such Person.

1.2 “Common Stock” means shares of the Company’s common stock, par value $0.001.

1.3 “Competitor” means a Person engaged, directly or indirectly (including through any partnership, limited liability company,
corporation, joint venture or similar arrangement (whether now existing or formed hereafter)), in information online backup and storage business, but
shall not include any financial investment firm or collective investment vehicle that, together with its Affiliates, holds less than 20% of the outstanding
equity of any Competitor and does not, nor do any of its Affiliates, have a right to designate any members of the Board of Directors of any Competitor.



1.4 “Damages” means any loss, damage, claim or liability (joint or several) to which a party hereto may become subject under the
Securities Act, the Exchange Act, or other federal or state law, insofar as such loss, damage, claim or liability (or any action in respect thereof) arises out
of or is based upon (i) any untrue statement or alleged untrue statement of a material fact contained in any registration statement of the Company,
including any preliminary prospectus or final prospectus contained therein or any amendments or supplements thereto; (ii) an omission or alleged
omission to state therein a material fact required to be stated therein, or necessary to make the statements therein not misleading; or (iii) any violation or
alleged violation by the indemnifying party (or any of its agents or Affiliates) of the Securities Act, the Exchange Act, any state securities law, or any
rule or regulation promulgated under the Securities Act, the Exchange Act, or any state securities law.

1.5 “Derivative Securities” means any securities or rights convertible into, or exercisable or exchangeable for (in each case, directly or
indirectly), Common Stock, including options and warrants.

1.6 “Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder.

1.7 “Excluded Registration” means (i) a registration relating to the sale of securities to employees of the Company or a subsidiary
pursuant to a stock option, stock purchase, or similar plan; (ii) a registration relating to an SEC Rule 145 transaction; (iii) a registration on any form that
does not include substantially the same information as would be required to be included in a registration statement covering the sale of the Registrable
Securities; or (iv) a registration in which the only Common Stock being registered is Common Stock issuable upon conversion of debt securities that are
also being registered.

1.8 “Form S-1” means such form under the Securities Act as in effect on the date hereof or any successor registration form under the
Securities Act subsequently adopted by the SEC.

1.9 “Form S-3” means such form under the Securities Act as in effect on the date hereof or any registration form under the Securities Act
subsequently adopted by the SEC that permits incorporation of substantial information by reference to other documents filed by the Company with the
SEC.

1.10 “GAAP” means generally accepted accounting principles in the United States.

1.11 “Holder” means any holder of Registrable Securities who is a party to this Agreement.

1.12 “Immediate Family Member” means a child, stepchild, grandchild, parent, stepparent, grandparent, spouse, sibling, mother-in-law,
father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, including adoptive relationships, of a natural person referred to herein.
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1.13 “Initiating Holders” means, collectively, Holders who properly initiate a registration request under this Agreement.

1.14 “IPO” means the Company’s first underwritten public offering of its Common Stock under the Securities Act.

1.15 “New Securities” means, collectively, equity securities of the Company, whether or not currently authorized, as well as rights,
options, or warrants to purchase such equity securities, or securities of any type whatsoever that are, or may become, convertible or exchangeable into or
exercisable for such equity securities; provided, however, that Excluded Securities, as defined in the Company’s Amended and Restated Certificate of
Incorporation, shall not constitute New Securities.

1.16 “Person” means any individual, corporation, partnership, trust, limited liability company, association or other entity.

1.17 “Registrable Securities” means (i) any Common Stock, or any Common Stock issued or issuable (directly or indirectly) upon
conversion and/or exercise of any other securities of the Company, acquired by the Investor after the date hereof; (ii) any Common Stock issued as (or
issuable upon the conversion or exercise of any warrant, right, or other security that is issued as) a dividend or other distribution with respect to, or in
exchange for or in replacement of, the shares referenced in clause (i) above; excluding in all cases, however, any Registrable Securities sold by a Person
in a transaction in which the applicable rights under this Agreement are not assigned pursuant to Subsection 6.1, and excluding for purposes of Section 2
any shares for which registration rights have terminated pursuant to Subsection 2.13 of this Agreement.

1.18 “Registrable Securities then outstanding” means the number of shares determined by adding the number of shares of outstanding
Common Stock that are Registrable Securities and the number of shares of Common Stock issuable (directly or indirectly) pursuant to then exercisable
and/or convertible securities that are Registrable Securities.

1.19 “Restricted Securities” means the securities of the Company required to bear the legend set forth in Subsection 2.12(b) hereof.

1.20 “SEC” means the Securities and Exchange Commission.

1.21 “SEC Rule 144” means Rule 144 promulgated by the SEC under the Securities Act.

1.22 “SEC Rule 145” means Rule 145 promulgated by the SEC under the Securities Act.

1.23 “Securities Act” means the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder.
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1.24 “Selling Expenses” means all underwriting discounts, selling commissions, and stock transfer taxes applicable to the sale of
Registrable Securities, and fees and disbursements of counsel for any Holder, except for the fees and disbursements of the Selling Holder Counsel borne
and paid by the Company as provided in Subsection 2.6.

2. Registration Rights. The Company covenants and agrees as follows:

2.1 Demand Registration.

(a) Form S-1 Demand. If at any time after the earlier of (i) five (5) years after the date of this Agreement or (ii) one hundred eighty
(180) days after the effective date of the registration statement for the IPO, the Company receives a request from Holders of thirty percent (30%) of the
Registrable Securities then outstanding that the Company file a Form S-1 registration statement with respect to at least forty percent (40%) of the
Registrable Securities then outstanding or a lesser percent if the anticipated aggregate offering price, net of Selling Expenses, would exceed $15
million), then the Company shall (i) within ten (10) days after the date such request is given, give notice thereof (the “Demand Notice”) to all Holders
other than the Initiating Holders; and (ii) as soon as practicable, and in any event within sixty (60) days after the date such request is given by the
Initiating Holders, file a Form S-1 registration statement under the Securities Act covering all Registrable Securities that the Initiating Holders requested
to be registered and any additional Registrable Securities requested to be included in such registration by any other Holders, as specified by notice given
by each such Holder to the Company within twenty (20) days of the date the Demand Notice is given, and in each case, subject to the limitations of
Subsection 2.1(c) and Subsection 2.3.

(b) Form S-3 Demand. If at any time when it is eligible to use a Form S-3 registration statement, the Company receives a request
from Holders of at least thirty percent (30%) of the Registrable Securities then outstanding that the Company file a Form S-3 registration statement with
respect to outstanding Registrable Securities of such Holders having an anticipated aggregate offering price, net of Selling Expenses, of at least
$5 million, then the Company shall (i) within ten (10) days after the date such request is given, give a Demand Notice to all Holders other than the
Initiating Holders; and (ii) as soon as practicable, and in any event within forty-five (45) days after the date such request is given by the Initiating
Holders, file a Form S-3 registration statement under the Securities Act covering all Registrable Securities requested to be included in such registration
by any other Holders, as specified by notice given by each such Holder to the Company within twenty (20) days of the date the Demand Notice is given,
and in each case, subject to the limitations of Subsection 2.1(c) and Subsection 2.3.

(c) Notwithstanding the foregoing obligations, if the Company furnishes to Holders requesting a registration pursuant to this
Subsection 2.1 a certificate signed by the Company’s chief executive officer stating that in the good faith judgment of the Company’s Board of Directors
it would be materially detrimental to the Company and its stockholders for such registration statement to either become effective or remain effective for
as long as such registration statement otherwise would be required to remain effective, because such action would (i) materially interfere with a
significant acquisition, corporate reorganization, or other similar transaction involving the Company; (ii) require premature disclosure of material
information that the Company has a bona fide business purpose for preserving as confidential; or
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(iii) render the Company unable to comply with requirements under the Securities Act or Exchange Act, then the Company shall have the right to defer
taking action with respect to such filing for a period of not more than thirty (30) days after the request of the Initiating Holders is given. Provided,
however, that the Company may not invoke this right more than once in any twelve (12) month period; and provided further that the Company shall not
register any securities for its own account or that of any other stockholder during such thirty (30) day period other than (i) pursuant to a registration
relating to the sale of securities to employees of the Company or a subsidiary pursuant to a stock option, stock purchase, or similar plan; (ii) a
registration on any form that does not include substantially the same information as would be required to be included in a registration statement covering
the sale of the Registrable Securities; (iii) or a registration in which the only Common Stock being registered is Common Stock issuable upon
conversion of debt securities that are also being registered.

(d) The Company shall not be obligated to effect, or to take any action to effect, any registration pursuant to Subsection 2.1(a)(i)
during the period that is sixty (60) days before the Company’s good faith estimate of the date of filing of, and ending on a date that is one hundred eighty
(180) days after the effective date of, a Company-initiated registration, provided, that the Company is actively employing in good faith commercially
reasonable efforts to cause such registration statement to become effective; (ii) after the Company has effected one registration pursuant to Subsection
2.1(a); or (iii) if the Initiating Holders propose to dispose of shares of Registrable Securities that may be immediately registered on Form S-3 pursuant to
a request made pursuant to Subsection 2.1(b). The Company shall not be obligated to effect, or to take any action to effect, any registration pursuant to
Subsection 2.1(b) (i) during the period that is thirty (30) days before the Company’s good faith estimate of the date of filing of, and ending on a date that
is ninety (90) days after the effective date of, a Company-initiated registration, provided, that the Company is actively employing in good faith
commercially reasonable efforts to cause such registration statement to become effective; or (ii) if the Company has effected two registrations pursuant
to Subsection 2.1(b) within the twelve (12) month period immediately preceding the date of such request. A registration shall not be counted as
“effected” for purposes of this Subsection 2.1(c) until such time as the applicable registration statement has been declared effective by the SEC, unless
the Initiating Holders withdraw their request for such registration, elect not to pay the registration expenses therefor, and forfeit their right to one
demand registration statement pursuant to Subsection 2.6, in which case such withdrawn registration statement shall be counted as “effected” for
purposes of this Subsection 2.1(c).

2.2 Company Registration. If the Company proposes to register (including, for this purpose, a registration effected by the Company for
stockholders other than the Holders) any of its securities under the Securities Act in connection with the public offering of such securities solely for cash
(other than in an Excluded Registration), the Company shall, at such time, promptly give each Holder notice of such registration. Upon the request of
each Holder given within twenty (20) days after such notice is given by the Company, the Company shall, subject to the provisions of Subsection 2.3,
cause to be registered all of the Registrable Securities that each such Holder has requested to be included in such registration. The Company shall have
the right to terminate or withdraw any registration initiated by it under this Subsection 2.2 before the effective date of such registration, whether or not
any Holder has elected to include Registrable Securities in such registration. The expenses (other than Selling Expenses) of such withdrawn registration
shall be borne by the Company in accordance with Subsection 2.6.
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2.3 Underwriting Requirements.

(a) If, pursuant to Subsection 2.1, the Initiating Holders intend to distribute the Registrable Securities covered by their request by
means of an underwriting, they shall so advise the Company as a part of their request made pursuant to Subsection 2.1, and the Company shall include
such information in the Demand Notice. The underwriter(s) will be selected by the Company and shall be reasonably acceptable to a majority in interest
of the Initiating Holders. In such event, the right of any Holder to include such Holder’s Registrable Securities in such registration shall be conditioned
upon such Holder’s participation in such underwriting and the inclusion of such Holder’s Registrable Securities in the underwriting to the extent
provided herein. All Holders proposing to distribute their securities through such underwriting shall (together with the Company as provided in
Subsection 2.4(e)) enter into an underwriting agreement in customary form with the underwriter(s) selected for such underwriting. Notwithstanding any
other provision of this Subsection 2.3, if the underwriter(s) advise(s) the Initiating Holders in writing that marketing factors require a limitation on the
number of shares to be underwritten, then the Initiating Holders shall so advise all Holders of Registrable Securities that otherwise would be
underwritten pursuant hereto, and the number of Registrable Securities that may be included in the underwriting shall be allocated among such Holders
of Registrable Securities, including the Initiating Holders, in proportion (as nearly as practicable) to the number of Registrable Securities owned by each
Holder or in such other proportion as shall mutually be agreed to by all such selling Holders; provided, however, that the number of Registrable
Securities held by the Holders to be included in such underwriting shall not be reduced unless all other securities are first entirely excluded from the
underwriting.

(b) In connection with any offering involving an underwriting of shares of the Company’s capital stock pursuant to Subsection 2.2,
the Company shall not be required to include any of the Holders’ Registrable Securities in such underwriting unless the Holders accept the terms of the
underwriting as agreed upon between the Company and its underwriters, and then only in such quantity as the underwriters in their sole discretion
determine will not jeopardize the success of the offering by the Company. If the total number of securities, including Registrable Securities, requested by
stockholders to be included in such offering exceeds the number of securities to be sold (other than by the Company) that the underwriters in their
reasonable discretion determine is compatible with the success of the offering, then the Company shall be required to include in the offering only that
number of such securities, including Registrable Securities, which the underwriters and the Company in their sole discretion determine will not
jeopardize the success of the offering. If the underwriters determine that less than all of the Registrable Securities requested to be registered can be
included in such offering, then the Registrable Securities that are included in such offering shall be allocated among the selling Holders in proportion (as
nearly as practicable to) the number of Registrable Securities owned by each selling Holder or in such other proportions as shall mutually be agreed to
by all such selling Holders. Notwithstanding the foregoing, in no event shall (i) the number of Registrable Securities included in the offering be reduced
unless all other securities (other than securities to be sold by the Company) are first entirely excluded from the offering, or (ii) the number of Registrable
Securities included in the offering be reduced below twenty percent (20%) of the total number of securities included in such offering, unless such
offering is the IPO, in which case the selling Holders may be excluded further if the underwriters make the determination described above and no other
stockholder’s securities are included in such offering
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or (iii) notwithstanding (ii) above. For purposes of the provision in this Subsection 2.3(a) concerning apportionment, for any selling Holder that is a
partnership, limited liability company, or corporation, the partners, members, retired partners, retired members, stockholders, and Affiliates of such
Holder, or the estates and Immediate Family Members of any such partners, retired partners, members, and retired members and any trusts for the
benefit of any of the foregoing Persons, shall be deemed to be a single “selling Holder,” and any pro rata reduction with respect to such “selling Holder”
shall be based upon the aggregate number of Registrable Securities owned by all Persons included in such “selling Holder,” as defined in this sentence.

2.4 Obligations of the Company. Whenever required under this Section 2 to effect the registration of any Registrable Securities, the
Company shall, as expeditiously as reasonably possible:

(a) prepare and file with the SEC a registration statement with respect to such Registrable Securities and use its commercially
reasonable efforts to cause such registration statement to become effective and, upon the request of the Holders of a majority of the Registrable
Securities registered thereunder, keep such registration statement effective for a period of up to one hundred twenty (120) days or, if earlier, until the
distribution contemplated in the registration statement has been completed; provided, however, that (i) such one hundred twenty (120) day period shall
be extended for a period of time equal to the period the Holder refrains, at the request of an underwriter of Common Stock (or other securities) of the
Company, from selling any securities included in such registration, and (ii) in the case of any registration of Registrable Securities on Form S-3 that are
intended to be offered on a continuous or delayed basis, subject to compliance with applicable SEC rules, such one hundred twenty (120) day period
shall be extended for up to one hundred twenty (120) days, if necessary, to keep the registration statement effective until all such Registrable Securities
are sold;

(b) prepare and file with the SEC such amendments and supplements to such registration statement, and the prospectus used in
connection with such registration statement, as may be necessary to comply with the Securities Act in order to enable the disposition of all securities
covered by such registration statement;

(c) furnish to the selling Holders such numbers of copies of a prospectus, including a preliminary prospectus, as required by the
Securities Act, and such other documents as the Holders may reasonably request in order to facilitate their disposition of their Registrable Securities;

(d) use its commercially reasonable efforts to register and qualify the securities covered by such registration statement under such
other securities or blue-sky laws of such jurisdictions as shall be reasonably requested by the selling Holders; provided that the Company shall not be
required to qualify to do business or to file a general consent to service of process in any such states or jurisdictions, unless the Company is already
subject to service in such jurisdiction and except as may be required by the Securities Act;

(e) in the event of any underwritten public offering, enter into and perform its obligations under an underwriting agreement, in usual
and customary form, with the underwriter(s) of such offering;
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(f) use its commercially reasonable efforts to cause all such Registrable Securities covered by such registration statement to be listed
on a national securities exchange or trading system and each securities exchange and trading system (if any) on which similar securities issued by the
Company are then listed;

(g) provide a transfer agent and registrar for all Registrable Securities registered pursuant to this Agreement and provide a CUSIP
number for all such Registrable Securities, in each case not later than the effective date of such registration;

(h) promptly make available for inspection by the selling Holders, any underwriter(s) participating in any disposition pursuant to
such registration statement, and any attorney or accountant or other agent retained by any such underwriter or selected by the selling Holders, all
financial and other records, pertinent corporate documents, and properties of the Company, and cause the Company’s officers, directors, employees, and
independent accountants to supply all information reasonably requested by any such seller, underwriter, attorney, accountant, or agent, in each case, as
necessary or advisable to verify the accuracy of the information in such registration statement and to conduct appropriate due diligence in connection
therewith;

(i) notify each selling Holder, promptly after the Company receives notice thereof, of the time when such registration statement has
been declared effective or a supplement to any prospectus forming a part of such registration statement has been filed; and

(j) after such registration statement becomes effective, notify each selling Holder of any request by the SEC that the Company
amend or supplement such registration statement or prospectus.

In addition, the Company shall ensure that, at all times after any registration statement covering a public offering of securities of the
Company under the Securities Act shall have become effective, its insider trading policy shall provide that the Company’s directors may implement a
trading program under Rule 10b5-1 of the Exchange Act.

2.5 Furnish Information. It shall be a condition precedent to the obligations of the Company to take any action pursuant to this Section 2
with respect to the Registrable Securities of any selling Holder that such Holder shall furnish to the Company such information regarding itself, the
Registrable Securities held by it, and the intended method of disposition of such securities as is reasonably required to effect the registration of such
Holder’s Registrable Securities.

2.6 Expenses of Registration. All expenses (other than Selling Expenses) incurred in connection with registrations, filings, or
qualifications pursuant to Section 2, including all registration, filing, and qualification fees; printers’ and accounting fees; fees and disbursements of
counsel for the Company; and the reasonable fees and disbursements of one counsel for the selling Holders not to exceed $30,000 (“Selling Holder
Counsel”), shall be borne and paid by the Company; provided, however, that the Company shall not be required to pay for any expenses of any
registration proceeding begun pursuant to Subsection 2.1 if the registration request is subsequently withdrawn at the request of the Holders of a majority
of the
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Registrable Securities to be registered (in which case all selling Holders shall bear such expenses pro rata based upon the number of Registrable
Securities that were to be included in the withdrawn registration), unless the Holders of a majority of the Registrable Securities agree to forfeit their
right to one registration pursuant to Subsection (a) or Subsection (b), as the case may be; provided further that if, at the time of such withdrawal, the
Holders shall have learned of a material adverse change in the condition, business, or prospects of the Company from that known to the Holders at the
time of their request and have withdrawn the request with reasonable promptness after learning of such information then the Holders shall not be
required to pay any of such expenses and shall not forfeit their right to one registration pursuant to Subsection (a) or Subsection (b). All Selling
Expenses relating to Registrable Securities registered pursuant to this Section 2 shall be borne and paid by the Holders pro rata on the basis of the
number of Registrable Securities registered on their behalf.

2.7 Delay of Registration. No Holder shall have any right to obtain or seek an injunction restraining or otherwise delaying any registration
pursuant to this Agreement as the result of any controversy that might arise with respect to the interpretation or implementation of this Section 2.

2.8 Indemnification. If any Registrable Securities are included in a registration statement under this Section 2:

(a) To the extent permitted by law, the Company will indemnify and hold harmless each selling Holder, and the partners, members,
officers, directors, and stockholders of each such Holder; legal counsel and accountants for each such Holder; any underwriter (as defined in the
Securities Act) for each such Holder; and each Person, if any, who controls such Holder or underwriter within the meaning of the Securities Act or the
Exchange Act, against any Damages, and the Company will pay to each such Holder, underwriter, controlling Person, or other aforementioned Person
any legal or other expenses reasonably incurred thereby in connection with investigating or defending any claim or proceeding from which Damages
may result, as such expenses are incurred; provided, however, that the indemnity agreement contained in this Subsection 2.8(a) shall not apply to
amounts paid in settlement of any such claim or proceeding if such settlement is effected without the consent of the Company, which consent shall not
be unreasonably withheld, nor shall the Company be liable for any Damages to the extent that they arise out of or are based upon actions or omissions
made in reliance upon and in conformity with written information furnished by or on behalf of any such Holder, underwriter, controlling Person, or other
aforementioned Person expressly for use in connection with such registration.

(b) To the extent permitted by law, each selling Holder, severally and not jointly, will indemnify and hold harmless the Company,
and each of its directors, each of its officers who has signed the registration statement, each Person (if any), who controls the Company within the
meaning of the Securities Act, legal counsel and accountants for the Company, any underwriter (as defined in the Securities Act), any other Holder
selling securities in such registration statement, and any controlling Person of any such underwriter or other Holder, against any Damages, in each case
only to the extent that such Damages arise out of or are based upon actions or omissions made in reliance upon and in conformity with written
information furnished by or on behalf of such selling Holder expressly for use in connection with
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such registration; and each such selling Holder will pay to the Company and each other aforementioned Person any legal or other expenses reasonably
incurred thereby in connection with investigating or defending any claim or proceeding from which Damages may result, as such expenses are incurred;
provided, however, that the indemnity agreement contained in this Subsection 2.8(b) shall not apply to amounts paid in settlement of any such claim or
proceeding if such settlement is effected without the consent of the Holder, which consent shall not be unreasonably withheld; and provided further that
in no event shall the aggregate amounts payable by any Holder by way of indemnity or contribution under Subsections 2.8(b) and 2.8(d) exceed the
proceeds from the offering received by such Holder (net of any Selling Expenses paid by such Holder), except in the case of fraud or willful misconduct
by such Holder.

(c) Promptly after receipt by an indemnified party under this Subsection 2.8 of notice of the commencement of any action (including
any governmental action) for which a party may be entitled to indemnification hereunder, such indemnified party will, if a claim in respect thereof is to
be made against any indemnifying party under this Subsection 2.8, give the indemnifying party notice of the commencement thereof. The indemnifying
party shall have the right to participate in such action and, to the extent the indemnifying party so desires, participate jointly with any other indemnifying
party to which notice has been given, and to assume the defense thereof with counsel mutually satisfactory to the parties; provided, however, that an
indemnified party (together with all other indemnified parties that may be represented without conflict by one counsel) shall have the right to retain one
separate counsel, with the fees and expenses to be paid by the indemnifying party, if representation of such indemnified party by the counsel retained by
the indemnifying party would be inappropriate due to actual or potential differing interests between such indemnified party and any other party
represented by such counsel in such action.

(d) To provide for just and equitable contribution to joint liability under the Securities Act in any case in which either (i) any party
otherwise entitled to indemnification hereunder makes a claim for indemnification pursuant to this Subsection 2.8 but it is judicially determined (by the
entry of a final judgment or decree by a court of competent jurisdiction and the expiration of time to appeal or the denial of the last right of appeal) that
such indemnification may not be enforced in such case, notwithstanding the fact that this Subsection 2.8 provides for indemnification in such case, or
(ii) contribution under the Securities Act may be required on the part of any party hereto for which indemnification is provided under this Subsection
2.8, then, and in each such case, such parties will contribute to the aggregate losses, claims, damages, liabilities, or expenses to which they may be
subject (after contribution from others) in such proportion as is appropriate to reflect the relative fault of each of the indemnifying party and the
indemnified party in connection with the statements, omissions, or other actions that resulted in such loss, claim, damage, liability, or expense, as well as
to reflect any other relevant equitable considerations. The relative fault of the indemnifying party and of the indemnified party shall be determined by
reference to, among other things, whether the untrue or allegedly untrue statement of a material fact, or the omission or alleged omission of a material
fact, relates to information supplied by the indemnifying party or by the indemnified party and the parties’ relative intent, knowledge, access to
information, and opportunity to correct or prevent such statement or omission; provided, however, that, in any such case, (x) no Holder will be required
to contribute any amount in excess of the public offering price of all such Registrable Securities offered and sold by such Holder pursuant to such
registration statement,
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and (y) no Person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the Securities Act) will be entitled to contribution from
any Person who was not guilty of such fraudulent misrepresentation; and provided further that in no event shall a Holder’s liability pursuant to this
Subsection 2.8(d), when combined with the amounts paid or payable by such Holder pursuant to Subsection 2.8(b), exceed the proceeds from the
offering received by such Holder (net of any Selling Expenses paid by such Holder), except in the case of willful misconduct or fraud by such Holder.

(e) Notwithstanding the foregoing, to the extent that the provisions on indemnification and contribution contained in the
underwriting agreement entered into in connection with the underwritten public offering are in conflict with the foregoing provisions, the provisions in
the underwriting agreement shall control.

(f) Unless otherwise superseded by an underwriting agreement entered into in connection with the underwritten public offering, the
obligations of the Company and Holders under this Subsection 2.8 shall survive the completion of any offering of Registrable Securities in a registration
under this Section 2, and otherwise shall survive the termination of this Agreement.

2.9 Reports Under Exchange Act. With a view to making available to the Holders the benefits of SEC Rule 144 and any other rule or
regulation of the SEC that may at any time permit a Holder to sell securities of the Company to the public without registration or pursuant to a
registration on Form S-3, the Company shall:

(a) make and keep available adequate current public information, as those terms are understood and defined in SEC Rule 144, at all
times after the effective date of the registration statement filed by the Company for the IPO;

(b) use commercially reasonable efforts to file with the SEC in a timely manner all reports and other documents required of the
Company under the Securities Act and the Exchange Act (at any time after the Company has become subject to such reporting requirements); and

(c) furnish to any Holder, so long as the Holder owns any Registrable Securities, forthwith upon request (i) to the extent accurate, a
written statement by the Company that it has complied with the reporting requirements of SEC Rule 144 (at any time after ninety (90) days after the
effective date of the registration statement filed by the Company for the IPO), the Securities Act, and the Exchange Act (at any time after the Company
has become subject to such reporting requirements), or that it qualifies as a registrant whose securities may be resold pursuant to Form S-3 (at any time
after the Company so qualifies); (ii) a copy of the most recent annual or quarterly report of the Company and such other reports and documents so filed
by the Company; and (iii) such other information as may be reasonably requested in availing any Holder of any rule or regulation of the SEC that
permits the selling of any such securities without registration (at any time after the Company has become subject to the reporting requirements under the
Exchange Act) or pursuant to Form S-3 (at any time after the Company so qualifies to use such form).
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2.10 Limitations on Subsequent Registration Rights. From and after the date of this Agreement, the Company shall not, without the prior
written consent of the Holders of a majority of the Registrable Securities then outstanding, enter into any agreement with any holder or prospective
holder of any securities of the Company that would allow such holder or prospective holder (i) to include such securities in any registration unless,
under the terms of such agreement, such holder or prospective holder may include such securities in any such registration only to the extent that the
inclusion of such securities will not reduce the number of the Registrable Securities of the Holders that are included, or (ii) allow such holder or
prospective holder to initiate a demand for registration of any securities held by such holder or prospective holder; provided that this limitation shall not
apply to any additional Investor who becomes a party to this Agreement in accordance with Subsection 6.9.

2.11 “Market Stand-off” Agreement. Each Holder hereby agrees that it will not, without the prior written consent of the managing
underwriter, during the period commencing on the date of the final prospectus relating to the registration by the Company of shares of its Common
Stock or any other equity securities under the Securities Act on a registration statement on Form S-1 or Form S-3, and ending on the date specified by
the Company and the managing underwriter (such period not to exceed one hundred eighty (180) days in the case of the IPO, or such other period as
may be requested by the Company or an underwriter to accommodate regulatory restrictions on (1) the publication or other distribution of research
reports and (2) analyst recommendations and opinions, including, but not limited to, the restrictions contained in FINRA Rule 2711(f)(4) or NYSE Rule
472(f)(4), or any successor provisions or amendments thereto), or (y) ninety (90) days in the case of any registration other than the IPO, or such other
period as may be requested by the Company or an underwriter to accommodate regulatory restrictions on (1) the publication or other distribution of
research reports and (2) analyst recommendations and opinions, including, but not limited to, the restrictions contained in FINRA Rule 2711(f)(4) or
NYSE Rule 472(f)(4), or any successor provisions or amendments thereto), (i) lend; offer; pledge; sell; contract to sell; sell any option or contract to
purchase; purchase any option or contract to sell; grant any option, right, or warrant to purchase; or otherwise transfer or dispose of, directly or
indirectly, any shares of Common Stock or any securities convertible into or exercisable or exchangeable (directly or indirectly) for Common Stock, or
(ii) enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of such
securities, whether any such transaction described in clause (i) or (ii) above is to be settled by delivery of Common Stock or other securities, in cash, or
otherwise. The foregoing provisions of this Subsection 2.11 shall apply only to the IPO, shall not apply to the sale of any shares to an underwriter
pursuant to an underwriting agreement, or the transfer of any shares to any trust for the direct or indirect benefit of the Holder or the immediate family
of the Holder, provided that the trustee of the trust agrees to be bound in writing by the restrictions set forth herein, and provided further that any such
transfer shall not involve a disposition for value, and shall be applicable to the Holders only if all officers and directors are subject to the same
restrictions. The underwriters in connection with such registration are intended third-party beneficiaries of this Subsection 2.11 and shall have the right,
power, and authority to enforce the provisions hereof as though they were a party hereto. Each Holder further agrees to execute such agreements as may
be reasonably requested by the underwriters in connection with such registration that are consistent with this Subsection 2.11 or that are necessary to
give further effect thereto.
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2.12 Restrictions on Transfer.

(a) The Common Stock and the Registrable Securities shall not be sold, pledged, or otherwise transferred, and the Company shall
not recognize and shall issue stop-transfer instructions to its transfer agent with respect to any such sale, pledge, or transfer, except upon the conditions
specified in this Agreement, which conditions are intended to ensure compliance with the provisions of the Securities Act. A transferring Holder will
cause any proposed purchaser, pledgee, or transferee of the Common Stock and the Registrable Securities held by such Holder to agree to take and hold
such securities subject to the provisions and upon the conditions specified in this Agreement.

(b) Each certificate or instrument representing (i) the Common Stock, (ii) the Registrable Securities, and (iii) any other securities
issued in respect of the securities referenced in clauses (i) and (ii), upon any stock split, stock dividend, recapitalization, merger, consolidation, or
similar event, shall (unless otherwise permitted by the provisions of Subsection 2.12(c)) be stamped or otherwise imprinted with a legend substantially
in the following form:

THE SECURITIES REPRESENTED HEREBY HAVE BEEN ACQUIRED FOR INVESTMENT AND HAVE NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933. SUCH SHARES MAY NOT BE SOLD, PLEDGED, OR TRANSFERRED IN THE ABSENCE OF
SUCH REGISTRATION OR A VALID EXEMPTION FROM THE REGISTRATION AND PROSPECTUS DELIVERY REQUIREMENTS OF
SAID ACT.

THE SECURITIES REPRESENTED HEREBY MAY BE TRANSFERRED ONLY IN ACCORDANCE WITH THE TERMS OF AN
AGREEMENT BETWEEN THE COMPANY AND THE STOCKHOLDER, A COPY OF WHICH IS ON FILE WITH THE SECRETARY OF
THE COMPANY.

The Holders consent to the Company making a notation in its records and giving instructions to any transfer agent of the Restricted Securities in order to
implement the restrictions on transfer set forth in this Subsection 2.12.

(c) The holder of each certificate representing Restricted Securities, by acceptance thereof, agrees to comply in all respects with the
provisions of this Section 2. Before any proposed sale, pledge, or transfer of any Restricted Securities, unless there is in effect a registration statement
under the Securities Act covering the proposed transaction, the Holder thereof shall give notice to the Company of such Holder’s intention to effect such
sale, pledge, or transfer. Each such notice shall describe the manner and circumstances of the proposed sale, pledge, or transfer in sufficient detail and, if
reasonably requested by the Company, shall be accompanied at such Holder’s expense by either (i) a written opinion of legal counsel who shall, and
whose legal opinion shall, be reasonably satisfactory to the Company, addressed to the Company, to the effect that the proposed transaction may be
effected without registration under the Securities Act; (ii) a “no action” letter from the SEC to the effect that the proposed sale, pledge, or transfer of
such Restricted Securities without registration will not result in a recommendation by the staff of the SEC that action be taken with respect thereto; or
(iii) any
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other evidence reasonably satisfactory to counsel to the Company to the effect that the proposed sale, pledge, or transfer of the Restricted Securities may
be effected without registration under the Securities Act, whereupon the Holder of such Restricted Securities shall be entitled to sell, pledge, or transfer
such Restricted Securities in accordance with the terms of the notice given by the Holder to the Company. The Company will not require such a legal
opinion or “no action” letter (x) in any transaction in compliance with SEC Rule 144 or (y) in any transaction in which such Holder distributes
Restricted Securities to an Affiliate of such Holder for no consideration; provided that each transferee agrees in writing to be subject to the terms of this
Subsection 2.12. Each certificate or instrument evidencing the Restricted Securities transferred as above provided shall bear, except if such transfer is
made pursuant to SEC Rule 144, the appropriate restrictive legend set forth in Subsection 2.12(b), except that such certificate shall not bear such
restrictive legend if, in the opinion of counsel for such Holder and the Company, such legend is not required in order to establish compliance with any
provisions of the Securities Act.

2.13 Termination of Registration Rights. The right of any Holder to request registration or inclusion of Registrable Securities in any
registration pursuant to Subsection 2.1 or Subsection 2.2 shall terminate upon the earliest to occur of:

(a) the closing of a Liquidation Event (as defined in the Company’s Amended and Restated Certificate of Incorporation, as amended
from time to time);

(b) such time as Rule 144 or another similar exemption under the Securities Act is available for the sale of all of such Holder’s
shares without limitation during a three-month period without registration; and

(c) the third anniversary of the IPO.

3. Information Rights.

3.1 Delivery of Financial Statements. The Company shall deliver to the Investor:

(a) as soon as practicable, but in any event within ninety (90) days after the end of each fiscal year of the Company, (i) a balance
sheet as of the end of such year, (ii) statements of income and of cash flows for such year, and (iii) a statement of stockholders’ equity as of the end of
such year, all such financial statements audited and certified by independent public accountants of regionally recognized standing selected by the
Company;

(b) as soon as practicable, but in any event within forty-five (45) days after the end of each of the first three (3) quarters of each
fiscal year of the Company, unaudited statements of income and of cash flows for such fiscal quarter, and an unaudited balance sheet and a statement of
stockholders’ equity as of the end of such fiscal quarter, all prepared in accordance with GAAP (except that such financial statements may (i) be subject
to normal year-end audit adjustments and (ii) not contain all notes thereto that may be required in accordance with GAAP);
 
 

14



(c) as soon as practicable, but in any event within forty-five (45) days after the end of each of the first three (3) quarters of each
fiscal year of the Company, a statement showing the number of shares of each class and series of capital stock and securities convertible into or
exercisable for shares of capital stock outstanding at the end of the period, the Common Stock issuable upon conversion or exercise of any outstanding
securities convertible or exercisable for Common Stock and the exchange ratio or exercise price applicable thereto, and the number of shares of issued
stock options and stock options not yet issued but reserved for issuance, if any, all in sufficient detail as to permit the Investor to calculate its percentage
equity ownership in the Company, and certified by the chief financial officer or chief executive officer of the Company as being true, complete, and
correct;

(d) upon each request by Investor (each such request shall be deemed a request for a single month’s materials to be provided
pursuant to this Section 3.1(d)) as soon as practicable, but in any event within thirty (30) days of the end of each month, an unaudited income statement
and statement of cash flows for such month, and an unaudited balance sheet as of the end of such month, all prepared in accordance with GAAP (except
that such financial statements may (i) be subject to normal year-end audit adjustments and (ii) not contain all notes thereto that may be required in
accordance with GAAP);

(e) as soon as practicable, but in any event thirty (30) days before the end of each fiscal year, a budget and business plan for the next
fiscal year (collectively, the “Budget”), approved by the Board of Directors, and prepared on a monthly basis, including balance sheets, income
statements, and statements of cash flow for such months and, promptly after prepared, any other budgets or revised budgets prepared by the Company;
and

(f) such other information relating to the financial condition, business, prospects, or corporate affairs of the Company as the Investor
may from time to time reasonably request; provided, however, that the Company shall not be obligated under this Subsection 3.1 to provide information
(i) that the Company reasonably determines in good faith to be a trade secret or confidential information (unless covered by an enforceable
confidentiality agreement, in form acceptable to the Company) or (ii) the disclosure of which would adversely affect the attorney-client privilege
between the Company and its counsel.

If, for any period, the Company has any subsidiary whose accounts are consolidated with those of the Company, then in respect of such
period the financial statements delivered pursuant to the foregoing sections shall be the consolidated and consolidating financial statements of the
Company and all such consolidated subsidiaries.

Notwithstanding anything else in this Subsection 3.1 to the contrary, the Company may cease providing the information set forth in this
Subsection 3.1 during the period starting with the date thirty (30) days before the Company’s good-faith estimate of the date of filing of a registration
statement if it reasonably concludes it must do so to comply with the SEC rules applicable to such registration statement and related offering; provided
that the Company’s covenants under this Subsection 3.1 shall be reinstated at such time as the Company is no longer actively employing its
commercially reasonable efforts to cause such registration statement to become effective.
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3.2 Inspection. The Company shall permit the Investor, at such Investor’s expense, to visit and inspect the Company’s properties; examine
its books of account and records; and discuss the Company’s affairs, finances, and accounts with its officers, during normal business hours of the
Company as may be reasonably requested by the Investor; provided, however, that the Company shall not be obligated pursuant to this Subsection 3.2 to
provide access to any information that it reasonably and in good faith considers to be a trade secret or confidential information (unless covered by an
enforceable confidentiality agreement, in form acceptable to the Company) or the disclosure of which would adversely affect the attorney-client
privilege between the Company and its counsel.

3.3 Termination of Information Rights. The covenants set forth in Subsection 3.1 and Subsection 3.2 shall terminate and be of no further
force or effect (i) immediately before the consummation of the IPO or a Liquidation Event, or (ii) when the Company first becomes subject to the
periodic reporting requirements of Section 12(g) or 15(d) of the Exchange Act.

3.4 Confidentiality. The Investor agrees that such Investor will keep confidential and will not disclose, divulge, or use for any purpose
(other than to monitor its investment in the Company) any confidential information obtained from the Company pursuant to the terms of this Agreement
(including notice of the Company’s intention to file a registration statement), unless such confidential information (a) is known or becomes known to the
public in general (other than as a result of a breach of this Section 3.4 by such Investor), (b) is or has been independently developed or conceived by the
Investor without use of the Company’s confidential information, or (c) is or has been made known or disclosed to the Investor by a third party without a
breach of any obligation of confidentiality such third party may have to the Company; provided, however, that an Investor may disclose confidential
information (i) to its attorneys, accountants, consultants, and other professionals to the extent necessary to obtain their services in connection with
monitoring its investment in the Company; (ii) to any prospective purchaser of any Registrable Securities from such Investor, if such prospective
purchaser agrees to be bound by the provisions of this Section 3.4; (iii) to any existing or prospective Affiliate, partner, member, stockholder, or wholly
owned subsidiary of such Investor in the ordinary course of business, provided that such Investor informs such Person that such information is
confidential and directs such Person to maintain the confidentiality of such information; or (iv) as may otherwise be required by law, provided that the
Investor promptly notifies the Company of such disclosure and takes reasonable steps to minimize the extent of any such required disclosure.

3.5 Observation Rights. As long as Investor owns at least 150,000 Registrable Securities, a representative of the Investor shall receive
copies of notices, consents and minutes provided to the Board of Directors, and shall be invited to attend regularly scheduled board meetings as a board
observer, so long as no other investor is entitled to nominate a representative to the Board of Directors; provided, however, that such representative shall
agree to hold in confidence and trust and to act in a fiduciary manner with respect to all information so provided; and, provided further, that the
Company reserves the right to withhold any information and to exclude such representative from any meeting or portion thereof if access to such
information or attendance at such meeting could adversely affect the attorney client privilege between the Company and its counsel or would result in
disclosure of trade secrets to such representative or if such Investor or its representative is or is affiliated with a Competitor. Furthermore, the Company
will nominate a representative of the Investor to its Board of Directors as soon as it becomes obligated to nominate a representative of any other investor
to its Board of Directors.
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3.6 Stock Transfer Restrictions. The Company agrees that Investor may transfer 350,000 or more of the Shares of Company capital stock
to any third party without prior consent of the Company; provided, however, that the parties agree that TMT may not transfer less than 350,000 of its
total shares of Company capital stock to any third party not affiliated with Investor without first obtaining the written consent from the Company.

3.7 Equity Matters. The Company shall not issue any compensatory stock options if such issuance will increase the total number of shares
of Company Common Stock outstanding after such issuance (calculated on a fully diluted, as-converted basis) by ten percent (10%) or more in any
given calendar year, as compared to the total number of shares of Common stock outstanding (calculated on a fully diluted, as-converted basis), at the
end of the prior calendar year, prior to such new compensatory stock option issuance. Further, the Company shall not issue any compensatory stock
options to Gleb Budman, Brian Wilson, Casey Jones, Tim Nufire, or Billy Ng without the prior approval of Investor.

3.8 Termination of Certain Covenants. The covenants set forth in Sections 3.5, 3.6 and 3.7 shall terminate and be of no further force or
effect upon the consummation of (a) the IPO or (b) a Liquidation Event.

4. Rights to Future Stock Issuances.

4.1 Right of First Offer. Subject to the terms and conditions of this Subsection 4.1 and applicable securities laws, if the Company proposes
to offer or sell any New Securities, the Company shall first offer such New Securities to the Investor. The Investor shall be entitled to apportion the right
of first offer hereby granted to it in such proportions as it deems appropriate, among (i) itself and (ii) its Affiliates as such term is defined in Rule 13d-3
promulgated under the Exchange Act, of such Investor (“Investor Beneficial Owners”); provided that, each such Affiliate: (x) is not a Competitor,
unless such party’s purchase of New Securities is otherwise consented to by the Board of Directors, and (y) agrees to enter into this Agreement and the
Right of First Refusal and Co-Sale Agreement of even date herewith among the Company, the Investor and the other parties named therein, as an
“Investor” under each such agreement.

(a) The Company shall give notice (the “Offer Notice”) to the Investor, stating (i) its bona fide intention to offer such New
Securities, (ii) the number of such New Securities to be offered, and (iii) the price and terms, if any, upon which it proposes to offer such New
Securities.

(b) By notification to the Company within twenty (20) days after the Offer Notice is given, the Investor may elect to purchase or
otherwise acquire, at the price and on the terms specified in the Offer Notice, up to that portion of such New Securities which equals the proportion that
the Common Stock issued and held, or issuable (directly or indirectly) upon conversion and/or exercise, as applicable, of any other Derivative Securities
then held, by such Investor bears to the total Common Stock of the Company then outstanding (assuming full conversion and/or exercise, as applicable,
of all Derivative Securities). The closing of any sale pursuant to this Subsection 4.1(b) shall occur within the later of ninety (90) days of the date that the
Offer Notice is given and the date of initial sale of New Securities pursuant to Subsection 4.1(c).
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(c) If all New Securities referred to in the Offer Notice are not elected to be purchased or acquired as provided in Subsection 4.1(b),
the Company may, during the ninety (90) day period following the expiration of the periods provided in Subsection 4.1(b), offer and sell the remaining
unsubscribed portion of such New Securities to any Person or Persons at a price not less than, and upon terms no more favorable to the offeree than,
those specified in the Offer Notice. If the Company does not enter into an agreement for the sale of the New Securities within such period, or if such
agreement is not consummated within thirty (30) days of the execution thereof, the right provided hereunder shall be deemed to be revived and such
New Securities shall not be offered unless first reoffered to the Investor in accordance with this Subsection 4.1.

(d) Notwithstanding any provision hereof to the contrary, in lieu of complying with the provisions of this Subsection 4.1, the
Company may elect to give notice to the Investor within thirty (30) days after the issuance of New Securities. Such notice shall describe the type, price,
and terms of the New Securities. The Investor shall have twenty (20) days from the date notice is given to elect to purchase up to the number of New
Securities that would, if purchased by such Investor, maintain such Investor’s percentage-ownership position, calculated as set forth in Subsection 4.1(b)
before giving effect to the issuance of such New Securities. The closing of such sale shall occur within sixty (60) days of the date notice is given to the
Investor.

4.2 Termination. The covenants set forth in Subsection 4.1 shall terminate and be of no further force or effect upon the earlier to occur of:
(i) immediately before the consummation of the IPO or a Liquidation Event, or (ii) when the Company first becomes subject to the periodic reporting
requirements of Section 12(g) or 15(d) of the Exchange Act.

5. Additional Covenants.

5.1 Employee Agreements. The Company will cause each person now or hereafter employed by it or by any subsidiary (or engaged by the
Company or any subsidiary as a consultant/independent contractor) with access to confidential information and/or trade secrets to enter into a
nondisclosure and proprietary rights assignment agreement.

5.2 Termination of Covenants. The covenant set forth in Section 5.1, shall terminate and be of no further force or effect (i) immediately
before the consummation of the IPO or a Liquidation Event or (ii) when the Company first becomes subject to the periodic reporting requirements of
Section 12(g) or 15(d) of the Exchange Act.

6. Miscellaneous.

6.1 Successors and Assigns. The rights under this Agreement may be assigned (but only with all related obligations) by a Holder to a
transferee of Registrable Securities that (i) is an Affiliate of a Holder; (ii) is a Holder’s Immediate Family Member or trust for the benefit of an
individual Holder or one or more of such Holder’s Immediate Family Members; or (iii) after such transfer, holds at least 350,000 shares of Registrable
Securities
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(subject to appropriate adjustment for stock splits, stock dividends, combinations, and other recapitalizations); provided, however, that (x) the Company
is, within a reasonable time after such transfer, furnished with written notice of the name and address of such transferee and the Registrable Securities
with respect to which such rights are being transferred; and (y) such transferee agrees in a written instrument delivered to the Company to be bound by
and subject to the terms and conditions of this Agreement, including the provisions of Subsection 2.11. For the purposes of determining the number of
shares of Registrable Securities held by a transferee, the holdings of a transferee (1) that is an Affiliate or stockholder of a Holder; (2) who is a Holder’s
Immediate Family Member; or (3) that is a trust for the benefit of an individual Holder or such Holder’s Immediate Family Member shall be aggregated
together and with those of the transferring Holder; provided further that all transferees who would not qualify individually for assignment of rights shall
have a single attorney-in-fact for the purpose of exercising any rights, receiving notices, or taking any action under this Agreement. The terms and
conditions of this Agreement inure to the benefit of and are binding upon the respective successors and permitted assignees of the parties. Nothing in
this Agreement, express or implied, is intended to confer upon any party other than the parties hereto or their respective successors and permitted
assignees any rights, remedies, obligations or liabilities under or by reason of this Agreement, except as expressly provided herein.

6.2 Governing Law. This Agreement shall be governed by the internal law of the State of California, without regard to its conflict of laws
provisions.

6.3 Counterparts. This Agreement may be executed in two or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. Counterparts may be delivered via facsimile, electronic mail (including PDF) or other
transmission method and any counterpart so delivered shall be deemed to have been duly and validly delivered and be valid and effective for all
purposes.

6.4 Titles and Subtitles. The titles and subtitles used in this Agreement are for convenience only and are not to be considered in construing
or interpreting this Agreement.

6.5 Notices. All notices and other communications given or made pursuant to this Agreement shall be in writing and shall be deemed
effectively given upon the earlier of actual receipt or: (i) personal delivery to the party to be notified; (ii) when sent, if sent by electronic mail or
facsimile during the recipient’s normal business hours, and if not sent during normal business hours, then on the recipient’s next business day; (iii) five
(5) days after having been sent by registered or certified mail, return receipt requested, postage prepaid; or (iv) one (1) business day after the business
day of deposit with a nationally recognized overnight courier, freight prepaid, specifying next-day delivery, with written verification of receipt. All
communications shall be sent to the respective parties at their addresses as set forth in Section 6.6 of the Purchase Agreement, or to the principal office
of the Company and to the attention of the Chief Executive Officer, in the case of the Company, or to such email address, facsimile number, or address
as subsequently modified by written notice given in accordance with this Subsection 6.5.
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6.6 Amendments and Waivers. Any term of this Agreement may be amended and the observance of any term of this Agreement may be
waived (either generally or in a particular instance, and either retroactively or prospectively) only with the written consent of the Company and the
Investor; provided that the Company may in its sole discretion waive compliance with Subsection 2.12(c); and provided further that any provision
hereof may be waived by any waiving party on such party’s own behalf, without the consent of any other party. Notwithstanding the foregoing, this
Agreement may not be amended or terminated and the observance of any term hereof may not be waived with respect to the Investor without the written
consent of the Investor. No waivers of or exceptions to any term, condition, or provision of this Agreement, in any one or more instances, shall be
deemed to be or construed as a further or continuing waiver of any such term, condition, or provision.

6.7 Severability. In case any one or more of the provisions contained in this Agreement is for any reason held to be invalid, illegal or
unenforceable in any respect, such invalidity, illegality, or unenforceability shall not affect any other provision of this Agreement, and such invalid,
illegal, or unenforceable provision shall be reformed and construed so that it will be valid, legal, and enforceable to the maximum extent permitted by
law.

6.8 Aggregation of Stock. All shares of Registrable Securities held or acquired by Affiliates shall be aggregated together for the purpose of
determining the availability of any rights under this Agreement and such Affiliated persons may apportion such rights as among themselves in any
manner they deem appropriate.

6.9 Additional Investor. Notwithstanding anything to the contrary contained herein, if the Company issues additional securities after the
date hereof, whether pursuant to the Purchase Agreement or otherwise, any purchaser of such securities may become a party to this Agreement by
executing and delivering an additional counterpart signature page to this Agreement, and thereafter shall be deemed an “Investor” for all purposes
hereunder. No action or consent by the Investor shall be required for such joinder to this Agreement by such additional Investor, so long as such
additional Investor has agreed in writing to be bound by all of the obligations as an “Investor” hereunder.

6.10 Entire Agreement. This Agreement (including any Schedules and Exhibits hereto) constitutes the full and entire understanding and
agreement among the parties with respect to the subject matter hereof, and any other written or oral agreement relating to the subject matter hereof
existing between the parties is expressly canceled. Upon the effectiveness of this Agreement, the Prior Agreement shall be superseded and replaced in its
entirety by this Agreement and shall be of no further force or effect.

6.11 Dispute Resolution. The parties (a) hereby irrevocably and unconditionally submit to the jurisdiction of the state courts of California
and to the jurisdiction of the United States District Court for the Northern District of California for the purpose of any suit, action or other proceeding
arising out of or based upon this Agreement, (b) agree not to commence any suit, action or other proceeding arising out of or based upon this Agreement
except in the state courts of California or the United States District Court for the Northern District of California, and (c) hereby waive, and agree not to
assert, by way of motion, as a defense, or otherwise, in any such suit, action or proceeding, any claim that it is not subject personally to the jurisdiction
of the above-named courts, that its property is exempt or immune from attachment or execution, that the suit, action or proceeding is brought in an
inconvenient forum, that the venue of the suit, action or proceeding is improper or that this Agreement or the subject matter hereof may not be enforced
in or by such court.
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WAIVER OF JURY TRIAL: EACH PARTY HEREBY WAIVES ITS RIGHTS TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF
ACTION BASED UPON OR ARISING OUT OF THIS AGREEMENT, THE OTHER TRANSACTION DOCUMENTS, THE SECURITIES OR THE
SUBJECT MATTER HEREOF OR THEREOF. THE SCOPE OF THIS WAIVER IS INTENDED TO BE ALL-ENCOMPASSING OF ANY AND ALL
DISPUTES THAT MAY BE FILED IN ANY COURT AND THAT RELATE TO THE SUBJECT MATTER OF THIS TRANSACTION, INCLUDING,
WITHOUT LIMITATION, CONTRACT CLAIMS, TORT CLAIMS (INCLUDING NEGLIGENCE), BREACH OF DUTY CLAIMS, AND ALL
OTHER COMMON LAW AND STATUTORY CLAIMS. THIS SECTION HAS BEEN FULLY DISCUSSED BY EACH OF THE PARTIES HERETO
AND THESE PROVISIONS WILL NOT BE SUBJECT TO ANY EXCEPTIONS. EACH PARTY HERETO HEREBY FURTHER WARRANTS AND
REPRESENTS THAT SUCH PARTY HAS REVIEWED THIS WAIVER WITH ITS LEGAL COUNSEL, AND THAT SUCH PARTY KNOWINGLY
AND VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS FOLLOWING CONSULTATION WITH LEGAL COUNSEL.

6.12 Delays or Omissions. No delay or omission to exercise any right, power, or remedy accruing to any party under this Agreement, upon
any breach or default of any other party under this Agreement, shall impair any such right, power, or remedy of such nonbreaching or nondefaulting
party, nor shall it be construed to be a waiver of or acquiescence to any such breach or default, or to any similar breach or default thereafter occurring,
nor shall any waiver of any single breach or default be deemed a waiver of any other breach or default theretofore or thereafter occurring. All remedies,
whether under this Agreement or by law or otherwise afforded to any party, shall be cumulative and not alternative.

6.13 Acknowledgment. The Company acknowledges that the Investor are in the business of venture capital investing and therefor review
the business plans and related proprietary information of many enterprises, including enterprises which may have products or services which compete
directly or indirectly with those of the Company. Nothing in this Agreement shall preclude or in any way restrict the Investor from investing or
participating in any particular enterprise whether or not such enterprise has products or services which compete with those of the Company.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the parties have executed this Amended and Restated Investor Rights Agreement as of the date first written above.
 

Backblaze, Inc.

By:  /s/ Gleb Budman
Name:  Gleb Budman
Title:  Chief Executive Officer

TMT Investments PLC:

By:  /s/ Alexander Selegenev
Name:  Alexander Selegenev
Title:  Executive Director



Exhibit 5.1

November 2, 2021

Backblaze, Inc.
500 Ben Franklin Ct
San Mateo, CA 94401

Ladies and Gentlemen:

You have requested our opinion with respect to certain matters in connection with the sale by Backblaze, Inc., a Delaware corporation (the “Company”),
of up to an aggregate of 7,187,500 shares of the Company’s Class A Common Stock, $0.0001 par value per share (the “Shares”), (including up to
937,000 shares that may be sold pursuant to the exercise of an option granted by the Company to the underwriters), pursuant to the Registration
Statement on Form S-1 (File No. 333-260333) (the “Registration Statement”) initially filed with the Securities and Exchange Commission (the
“Commission”) under the Securities Act of 1933, as amended (the “Act”), on October 18, 2021, as amended. We understand that the Shares are to be
sold to the underwriters for resale to the public as described in the Registration Statement and pursuant to an underwriting agreement, substantially in
the form filed as an exhibit to the Registration Statement, to be entered into by and among the Company and the underwriters (the “Underwriting
Agreement”).

In connection with this opinion, we have examined and relied upon the Registration Statement and the originals or copies certified to our satisfaction of
such other documents, records, certificates, memoranda and other instruments as in our judgment are necessary or appropriate to enable us to render the
opinion expressed below. With your consent, we have relied upon certificates and other assurances of officers of the Company as to factual matters
without having independently verified such factual matters. We have assumed the genuineness and authenticity of all documents submitted to us as
originals, and the conformity to originals of all documents submitted to us as copies thereof and the due execution and delivery of all documents where
due execution and delivery are a prerequisite to the effectiveness thereof.

This opinion is being furnished in connection with the requirements of Item 601(b)(5) of Regulation S-K under the Act, and no opinion is expressed
herein as to any matter pertaining to the contents of the Registration Statement, other than as expressly stated herein with respect to the issue of the
Shares. Our opinion is limited to the matters stated herein and no opinion is implied or may be inferred beyond the matters expressly stated. Our opinion
herein is expressed solely with respect to the federal laws of the United States and the General Corporation Law of the State of Delaware (the “DGCL”).
Our opinion is based on these laws as in effect on the date hereof, and we disclaim any obligation to advise you of facts, circumstances, events or
developments which hereafter may be brought to our attention and which may alter, affect or modify the opinion expressed herein. We are not rendering
any opinion as to compliance with any federal or state antifraud law, rule or regulation relating to securities, or to the sale or issuance thereof.



Subject to the foregoing and the other matters set forth herein, it is our opinion that when the Shares to be issued and sold by the Company are issued
and paid for in accordance with the terms of the Underwriting Agreement, such Shares will be validly issued, fully paid and nonassessable.

We consent to the reference to our firm under the caption “Legal Matters” in the prospectus included in the Registration Statement and to the filing of
this opinion as an exhibit to the Registration Statement. In giving such consent, we do not thereby admit that we are in the category of persons whose
consent is required under Section 7 of the Act or the rules and regulations of the Commission thereunder.
 

Sincerely,

/s/ Gunderson Dettmer Stough
     Villeneuve Franklin & Hachigian, LLP

GUNDERSON DETTMER STOUGH
VILLENEUVE FRANKLIN & HACHIGIAN, LLP



Exhibit 10.3

BACKBLAZE, INC.

2021 EQUITY INCENTIVE PLAN

(AS ADOPTED ON OCTOBER 25, 2021,
EFFECTIVE ON THE IPO DATE)

(APPROVED BY THE STOCKHOLDERS ON OCTOBER 28, 2021)



BACKBLAZE, INC.
2021 EQUITY INCENTIVE PLAN

ARTICLE 1. INTRODUCTION.

The Board adopted the Plan to become effective on the IPO Date. The purpose of the Plan is to promote the long-term success of the Company
and the creation of stockholder value by: (a) encouraging Service Providers to focus on critical long-range corporate objectives, (b) encouraging the
attraction and retention of Service Providers with exceptional qualifications and (c) linking Service Providers directly to stockholder interests through
increased stock ownership. The Plan seeks to achieve this purpose by providing for Awards in the form of Options (which may be ISOs or NSOs),
SARs, Restricted Shares and Restricted Stock Units. Capitalized terms used in this Plan are defined in Article 14.

ARTICLE 2. ADMINISTRATION.

2.1 General. The Plan may be administered by the Board or one or more Committees to which the Board (or an authorized Board committee) has
delegated authority. If administration is delegated to a Committee, the Committee shall have the powers theretofore possessed by the Board, including,
to the extent permitted by applicable law, the power to delegate to a subcommittee any of the administrative powers the Committee is authorized to
exercise (and references in this Plan to either the Board or the Administrator shall hereafter also encompass the Committee or subcommittee, as
applicable). The Board may abolish the Committee’s delegation at any time and the Board shall at all times also retain the authority it has delegated to
the Committee. The Administrator shall comply with rules and regulations applicable to it, including under the rules of any exchange on which the
Common Shares are traded, and shall have the authority and be responsible for such functions as have been assigned to it.

2.2 Section 16. To the extent desirable to qualify transactions hereunder as exempt under Exchange Act Rule 16b-3, the transactions contemplated
hereunder will be approved by the entire Board or a Committee of two or more “non-employee directors” within the meaning of Exchange Act Rule
16b-3.

2.3 Powers of Administrator. Subject to the terms of the Plan, and in the case of a Committee, subject to the specific duties delegated to the
Committee, the Administrator shall have the authority to (a) select the Service Providers who are to receive Awards under the Plan, (b) determine the
type, number, vesting requirements and other features and conditions of such Awards, (c) interpret the Plan and Awards granted under the Plan,
(d) make, amend and rescind rules relating to the Plan and Awards granted under the Plan, including rules relating to sub-plans established for the
purposes of satisfying applicable foreign laws or for qualifying for favorable tax treatment under applicable foreign laws, (e) impose such restrictions,
conditions or limitations as it determines appropriate as to the timing and manner of any resales by a Participant of any Common Shares issued pursuant
to an Award, including restrictions under an insider trading policy and restrictions as to the use of a specified brokerage firm for such resales,
(f) determine whether, when, and to what extend an Award has become vested and/or exercisable and whether any performance-based vesting conditions
have been satisfied, and (g) make all other decisions relating to the operation of the Plan and Awards granted under the Plan. In addition, with regard to
the



terms and conditions of Awards granted to Service Providers outside of the United States or not subject to taxation under the laws of the United States,
the Administrator may vary from the provisions of the Plan to the extent it determines it necessary and appropriate to do so, including, where applicable,
varying from the requirements set forth in Articles 5.3 and 6.3.

2.4 Effect of Administrator’s Decisions. The Administrator’s decisions, determinations and interpretations shall be final and binding on all
interested parties.

2.5 Governing Law. The Plan shall be governed by, and construed in accordance with, the laws of the State of Delaware (except its choice-of-law
provisions).

ARTICLE 3. SHARES AVAILABLE FOR GRANTS.

3.1 Basic Limitation. Common Shares issued pursuant to the Plan may be authorized but unissued shares or treasury shares. The aggregate
number of Common Shares issued under the Plan shall not exceed the sum of (a) 5,262,500 Common Shares, plus (b) up to 13,719,000 Common Shares
subject to awards granted under the Predecessor Plan that are outstanding on the IPO Date and that subsequently are forfeited, expire or lapse
unexercised or unsettled and Common Shares issued pursuant to awards granted under the Predecessor Plan that are outstanding on the IPO Date and
that are subsequently forfeited to or reacquired by the Company, and (c) the additional Common Shares described in Articles 3.2 and 3.3. The number of
Common Shares that are subject to Awards outstanding at any time under the Plan may not exceed the number of Common Shares that then remain
available for issuance under the Plan. The numerical limitations in this Article 3.1 shall be subject to adjustment pursuant to Article 9.

3.2 Annual Increase in Shares. On the first day of each fiscal year of the Company during the term of the Plan, commencing on January 1, 2022
and ending on (and including) January 1, 2031, the aggregate number of Common Shares that may be issued under the Plan shall automatically increase
by a number equal to the least of (a) 5% of the total number of Common Shares actually issued and outstanding on the last day of the preceding fiscal
year, (b) 4,784,100 Common Shares (subject to adjustment pursuant to Article 9), or (c) a lesser number of Common Shares (including zero) determined
by the Board.

3.3 Shares Returned to Reserve. To the extent that Options, SARs, Restricted Stock Units or other Awards are forfeited, cancelled or expire for
any reason before being exercised or settled in full, the Common Shares subject to such Awards shall again become available for issuance under the
Plan. If SARs are exercised or Restricted Stock Units are settled, then only the number of Common Shares (if any) actually issued to the Participant
upon exercise of such SARs or settlement of such Restricted Stock Units, as applicable, shall reduce the number of Common Shares available under
Article 3.1 and the balance shall again become available for issuance under the Plan. If Restricted Shares or Common Shares issued upon the exercise of
Options are reacquired by the Company pursuant to a forfeiture provision, repurchase right or for any other reason, then such Common Shares shall
again become available for issuance under the Plan. Common Shares applied to pay the Exercise Price of Options or to satisfy tax withholding
obligations related to any Award shall again become available for issuance under the Plan. To the extent that an Award is settled in cash rather than
Common Shares, the cash settlement shall not reduce the number of Shares available for issuance under the Plan.



3.4 Awards Not Reducing Share Reserve. To the extent permitted under applicable exchange listing standards, any dividend equivalents paid or
credited under the Plan with respect to Restricted Stock Units shall not be applied against the number of Common Shares that may be issued under the
Plan, whether or not such dividend equivalents are converted into Restricted Stock Units. In addition, Common Shares subject to Substitute Awards
granted by the Company shall not reduce the number of Common Shares that may be issued under Article 3.1, nor shall shares subject to Substitute
Awards again be available for Awards under the Plan in the event of any forfeiture, expiration or cash settlement of such Substitute Awards.

3.5 Code Section 422 and Other Limits. Subject to adjustment in accordance with Article 9:

(a) The aggregate grant date fair value of Awards granted to an Outside Director during any one fiscal year of the Company may not
exceed $1,000,000 (on a per-Director basis); provided however that the limitation that will apply in the fiscal year in which the Outside Director is
initially appointed or elected to the Board shall instead be $2,000,000. For purposes of this limitation, grant date fair value of an Award shall be
determined in accordance with the assumptions that the Company uses to estimate the value of share-based payments for financial reporting purposes.
For the sake of clarity, neither (i) Awards granted, nor compensation paid, to an individual for their service while they were an Employee or Consultant,
but not as an Outside Director, nor (ii) Awards granted pursuant to an Outside Director’s election to receive Awards in lieu of cash retainers or other fees
shall count towards this limitation.

(b) No more than 66,822,210 Common Shares (subject to adjustment pursuant to Article 9) may be issued under the Plan upon the exercise
of ISOs.

ARTICLE 4. ELIGIBILITY.

4.1 Incentive Stock Options. Only Employees who are common-law employees of the Company, a Parent or a Subsidiary shall be eligible for the
grant of ISOs. In addition, an Employee who owns more than 10% of the total combined voting power of all classes of outstanding stock of the
Company or any of its Parents or Subsidiaries shall not be eligible for the grant of an ISO unless the additional requirements set forth in Code
Section 422(c)(5) are satisfied.

4.2 Other Awards. Awards other than ISOs may be granted to both Employees and other Service Providers.

ARTICLE 5. OPTIONS.

5.1 Stock Option Agreement. Each grant of an Option under the Plan shall be evidenced by a Stock Option Agreement between the Optionee and
the Company. Such Option shall be subject to all applicable terms of the Plan and may be subject to any other terms that are not inconsistent with the
Plan. The Stock Option Agreement shall specify whether the Option is intended to be an ISO or an NSO. The provisions of the various Stock Option
Agreements entered into under the Plan need not be identical.

5.2 Number of Shares. Each Stock Option Agreement shall specify the number of Common Shares subject to the Option, which number shall
adjust in accordance with Article 9.



5.3 Exercise Price. Each Stock Option Agreement shall specify the Exercise Price, which shall not be less than 100% of the Fair Market Value of
a Common Share on the date of grant. The preceding sentence shall not apply to an Option that is a Substitute Award granted in a manner that would
satisfy the requirements of Code Section 409A and, if applicable, Code Section 424(a).

5.4 Exercisability and Term. Each Stock Option Agreement shall specify the date or event when all or any installment of the Option is to become
vested and/or exercisable. The vesting and exercisability conditions applicable to the Option may include service-based conditions, performance-based
conditions, such other conditions as the Administrator may determine, or any combination of such conditions. The Stock Option Agreement shall also
specify the term of the Option; provided that, except to the extent necessary to comply with applicable foreign law, the term of an Option shall in no
event exceed 10 years from the date of grant. A Stock Option Agreement may provide for accelerated vesting and/or exercisability upon certain
specified events and may provide for expiration prior to the end of its term in the event of the termination of the Optionee’s service.

5.5 Death of Optionee. After an Optionee’s death, any vested and exercisable Options held by such Optionee may be exercised by their
beneficiary or beneficiaries, their estate or legal heirs, as applicable. If permitted by the Administrator and valid under applicable law, each Optionee
may designate one or more beneficiaries for this purpose by filing the prescribed form with the Company. A beneficiary designation may be changed by
filing the prescribed form with the Company at any time before the Optionee’s death. If no beneficiary was designated or permitted, if the designation is
not valid under applicable law, or if no designated beneficiary survives the Optionee, then any vested and exercisable Options held by the Optionee may
be exercised by their estate.

5.6 Modification or Assumption of Options. Within the limitations of the Plan, the Administrator may modify, reprice, extend or assume
outstanding options or may accept the cancellation of outstanding options (whether granted by the Company or by another issuer) in return for the grant
of new Options for the same or a different number of shares and at the same or a different exercise price or in return for the grant of a different type of
Award. The foregoing notwithstanding, no modification of an Option shall, without the consent of the Optionee, materially impair their rights or
obligations under such Option.

5.7 Buyout Provisions. The Administrator may at any time (a) offer to buy out for a payment in cash or cash equivalents an Option previously
granted or (b) authorize an Optionee to elect to cash out an Option previously granted, in either case at such time and based upon such terms and
conditions as the Administrator shall establish.

5.8 Payment for Option Shares. The entire Exercise Price of Common Shares issued upon exercise of Options shall be payable in cash or cash
equivalents at the time when such Common Shares are purchased. In addition, the Administrator may, in its sole discretion and to the extent permitted
by applicable law, accept payment of all or a portion of the Exercise Price through any one or a combination of the following forms or methods:

(a) Subject to any conditions or limitations established by the Administrator, by surrendering, or attesting to the ownership of, Common
Shares that are already owned by the Optionee with a value on the date of surrender equal to the aggregate exercise price of the Common Shares as to
which such Option will be exercised;



(b) By delivering (on a form prescribed by the Company) an irrevocable direction to a securities broker approved by the Company to sell
all or part of the Common Shares being purchased under the Plan and to deliver all or part of the sales proceeds to the Company;

(c) Subject to such conditions and requirements as the Administrator may impose from time to time, through a net exercise or other
cashless exercise procedure; or

(d) Through any other form or method consistent with applicable laws, regulations and rules.

ARTICLE 6. STOCK APPRECIATION RIGHTS.

6.1 SAR Agreement. Each grant of a SAR under the Plan shall be evidenced by a SAR Agreement between the Optionee and the Company. Such
SAR shall be subject to all applicable terms of the Plan and may be subject to any other terms that are not inconsistent with the Plan. The provisions of
the various SAR Agreements entered into under the Plan need not be identical.

6.2 Number of Shares. Each SAR Agreement shall specify the number of Common Shares to which the SAR pertains, which number shall adjust
in accordance with Article 9.

6.3 Exercise Price. Each SAR Agreement shall specify the Exercise Price, which shall in no event be less than 100% of the Fair Market Value of
a Common Share on the date of grant. The preceding sentence shall not apply to a SAR that is a Substitute Award granted in a manner that would satisfy
the requirements of Code Section 409A.

6.4 Exercisability and Term. Each SAR Agreement shall specify the date when all or any installment of the SAR is to become vested and
exercisable. The vesting and exercisability conditions applicable to the SAR may include service-based conditions, performance-based conditions, such
other conditions as the Administrator may determine, or any combination thereof. The SAR Agreement shall also specify the term of the SAR; provided
that except to the extent necessary to comply with applicable foreign law, the term of a SAR shall not exceed 10 years from the date of grant. A SAR
Agreement may provide for accelerated vesting and exercisability upon certain specified events and may provide for expiration prior to the end of its
term in the event of the termination of the Optionee’s service.

6.5 Exercise of SARs. Upon exercise of a SAR, the Optionee (or any person having the right to exercise the SAR after their death) shall receive
from the Company (a) Common Shares, (b) cash or (c) a combination of Common Shares and cash, as the Administrator shall determine. The amount of
cash and/or the Fair Market Value of Common Shares received upon exercise of SARs shall, in the aggregate, not exceed the amount by which the Fair
Market Value (on the date of surrender) of the Common Shares subject to the SARs exceeds the Exercise Price. If, on the date when a SAR expires, the
Exercise Price is less than the Fair Market Value on such date but any portion of such SAR has not been exercised or surrendered, then such SAR shall
automatically be deemed to be exercised as of such date with respect to such portion. A SAR Agreement may also provide for an automatic exercise of
the SAR on an earlier date.



6.6 Death of Optionee. After an Optionee’s death, any vested and exercisable SARs held by such Optionee may be exercised by their beneficiary
or beneficiaries or their estate or legal heirs, as applicable. If permitted by the Administrator and valid under applicable law, each Optionee may
designate one or more beneficiaries for this purpose by filing the prescribed form with the Company. A beneficiary designation may be changed by
filing the prescribed form with the Company at any time before the Optionee’s death. If no beneficiary was permitted or designated, if the designation is
not valid under applicable law, or if no designated beneficiary survives the Optionee, then any vested and exercisable SARs held by the Optionee at the
time of their death may be exercised by their estate or legal heirs.

6.7 Modification or Assumption of SARs. Within the limitations of the Plan, the Administrator may modify, reprice, extend or assume
outstanding SARs or may accept the cancellation of outstanding SARs (whether granted by the Company or by another issuer) in return for the grant of
new SARs for the same or a different number of shares and at the same or a different exercise price or in return for the grant of a different type of
Award. The foregoing notwithstanding, no modification of a SAR shall, without the consent of the Optionee, materially impair their rights or obligations
under such SAR.

ARTICLE 7. RESTRICTED SHARES.

7.1 Restricted Stock Agreement. Each grant of Restricted Shares under the Plan shall be evidenced by a Restricted Stock Agreement between the
recipient and the Company. Such Restricted Shares shall be subject to all applicable terms of the Plan and may be subject to any other terms that are not
inconsistent with the Plan. The provisions of the various Restricted Stock Agreements entered into under the Plan need not be identical.

7.2 Payment for Awards. Restricted Shares may be sold or awarded under the Plan for such consideration as the Administrator may determine,
including (without limitation) cash, cash equivalents, property, cancellation of other equity awards, promissory notes, past services and future services,
and such other methods of payment as are permitted by applicable law.

7.3 Vesting Conditions. Each Award of Restricted Shares may or may not be subject to vesting and/or other conditions as the Administrator may
determine. Vesting shall occur, in full or in installments, upon satisfaction of the conditions specified in the Restricted Stock Agreement. Vesting
conditions may include service-based conditions, performance-based conditions, such other conditions as the Administrator may determine, or any
combination thereof. A Restricted Stock Agreement may provide for accelerated vesting upon certain specified events.

7.4 Voting and Dividend Rights. The holders of Restricted Shares awarded under the Plan shall have the same voting, dividend and other rights
as the Company’s other stockholders, unless the Administrator otherwise provides. A Restricted Stock Agreement, however, may require that any cash
dividends paid on Restricted Shares (a) be accumulated and paid when such Restricted Shares vest, or (b) be invested in additional Restricted Shares.
Such additional Restricted Shares shall be subject to the same conditions and restrictions as the shares subject to the Award with respect to which the
dividends were paid. In addition, unless the Administrator provides otherwise, if any dividends or other distributions are paid in Common Shares, such
Common Shares shall be subject to the same restrictions on transferability and forfeitability as the Restricted Shares with respect to which they were
paid.



7.5 Modification or Assumption of Restricted Shares. Within the limitations of the Plan, the Administrator may modify or assume outstanding
Restricted Shares or may accept the cancellation of outstanding restricted shares (whether granted by the Company or by another issuer) in return for the
grant of new Restricted Shares for the same or a different number of shares or in return for the grant of a different type of Award. The foregoing
notwithstanding, no modification of Restricted Shares shall, without the consent of the Participant, materially impair their rights or obligations under
such Restricted Shares.

ARTICLE 8. RESTRICTED STOCK UNITS.

8.1 Restricted Stock Unit Agreement. Each grant of Restricted Stock Units under the Plan shall be evidenced by a Restricted Stock Unit
Agreement between the recipient and the Company. Such Restricted Stock Units shall be subject to all applicable terms of the Plan and may be subject
to any other terms that are not inconsistent with the Plan. The provisions of the various Restricted Stock Unit Agreements entered into under the Plan
need not be identical.

8.2 Payment for Awards. To the extent that an Award is granted in the form of Restricted Stock Units, no cash consideration shall be required of
the Award recipients.

8.3 Vesting Conditions. Each Award of Restricted Stock Units may or may not be subject to vesting, as determined by the Administrator. Vesting
shall occur, in full or in installments, upon satisfaction of the conditions specified in the Restricted Stock Unit Agreement. Vesting conditions may
include service-based conditions, performance-based conditions, such other conditions as the Administrator may determine, or any combination thereof.
A Restricted Stock Unit Agreement may provide for accelerated vesting upon certain specified events.

8.4 Voting and Dividend Rights. The holders of Restricted Stock Units shall have no voting rights. Prior to settlement or forfeiture, Restricted
Stock Units awarded under the Plan may, at the Administrator’s discretion, provide for a right to dividend equivalents. Such right entitles the holder to
be credited with an amount equal to all cash dividends paid on one Common Share while the Restricted Stock Unit is outstanding. Dividend equivalents
may be converted into additional Restricted Stock Units. Settlement of dividend equivalents may be made in the form of cash, in the form of Common
Shares, or in a combination of both. Prior to distribution, any dividend equivalents shall be subject to the same conditions and restrictions as the
Restricted Stock Units to which they attach.

8.5 Form and Time of Settlement of Restricted Stock Units. Settlement of vested Restricted Stock Units may be made in the form of (a) cash,
(b) Common Shares or (c) any combination of both, as determined by the Administrator. The actual number of Restricted Stock Units eligible for
settlement may be larger or smaller than the number included in the original Award, based on predetermined performance factors. Methods of
converting Restricted Stock Units into cash may include (without limitation) a method based on the average value of Common Shares over a series of
trading days. Vested Restricted Stock Units shall be settled in such manner and at such time(s) as specified in the Restricted Stock Unit Agreement.
Until an Award of Restricted Stock Units is settled, the number of such Restricted Stock Units shall be subject to adjustment pursuant to Article 9.



8.6 Death of Recipient. Any Restricted Stock Units that become payable after the recipient’s death shall be distributed to the recipient’s
beneficiary or beneficiaries or their estate or legal heirs. If permitted by the Administrator and valid under applicable law, each recipient of Restricted
Stock Units under the Plan may designate one or more beneficiaries for this purpose by filing the prescribed form with the Company. A beneficiary
designation may be changed by filing the prescribed form with the Company at any time before the Award recipient’s death. If no beneficiary was
designated or permitted, if the designation is not valid under applicable law, or if no designated beneficiary survives the Award recipient, then any
Restricted Stock Units that become payable after the recipient’s death shall be distributed to the recipient’s estate or legal heirs.

8.7 Modification or Assumption of Restricted Stock Units. Within the limitations of the Plan, the Administrator may modify or assume
outstanding restricted stock units or may accept the cancellation of outstanding restricted stock units (whether granted by the Company or by another
issuer) in return for the grant of new Restricted Stock Units for the same or a different number of shares or in return for the grant of a different type of
Award. The foregoing notwithstanding, no modification of a Restricted Stock Unit shall, without the consent of the Participant, materially impair their
rights or obligations under such Restricted Stock Unit.

8.8 Creditors’ Rights. A holder of Restricted Stock Units shall have no rights other than those of a general creditor of the Company. Restricted
Stock Units represent an unfunded and unsecured obligation of the Company, subject to the terms and conditions of the applicable Restricted Stock Unit
Agreement.

ARTICLE 9. ADJUSTMENTS; DISSOLUTIONS AND LIQUIDATIONS; CORPORATE TRANSACTIONS.

9.1 Adjustments. In the event of a subdivision of the outstanding Common Shares, a declaration of a dividend payable in Common Shares, a
combination or consolidation of the outstanding Common Shares (by reclassification or otherwise) into a lesser number of Common Shares or any other
increase or decrease in the number of issued Common Shares effected without receipt of consideration by the Company, proportionate adjustments shall
be made to the following:

(a) The number and kind of shares available for issuance under Article 3, including the numerical share limits in Articles 3.1, 3.2 and 3.5;

(b) The number and kind of shares covered by each outstanding Option, SAR and Restricted Stock Unit; and/or

(c) The Exercise Price applicable to each outstanding Option and SAR, and the repurchase price, if any, applicable to Award shares.

In the event of a declaration of an extraordinary dividend payable in a form other than Common Shares in an amount that has a material effect on the
price of Common Shares, a recapitalization, a spin-off or a similar occurrence, the Administrator may make such adjustments as it, in its sole discretion,
deems appropriate to the foregoing. Any adjustment in the number of shares subject to an Award under this Article 9.1 shall be rounded down to the
nearest whole share, although the Administrator in its sole discretion may make a cash payment in lieu of a fractional share. Except as provided in this
Article 9, a Participant shall have no rights by reason of any issuance by the Company of stock of any class or securities convertible into stock of any
class, any subdivision or consolidation of shares of stock of any class, the payment of any stock dividend or any other increase or decrease in the number
of shares of stock of any class.



9.2 Dissolution or Liquidation. To the extent not previously exercised or settled, Options, SARs and Restricted Stock Units shall terminate
immediately prior to the dissolution or liquidation of the Company.

9.3 Corporate Transactions. In the event that the Company is a party to a merger, consolidation, or a Change in Control (other than one
described in Article 14.6(d)), all Common Shares acquired under the Plan and all Awards outstanding on the effective date of the transaction shall be
treated in the manner described in the definitive transaction agreement (or, in the event the transaction does not entail a definitive agreement to which
the Company is party, in the manner determined by the Administrator, with such determination having final and binding effect on all parties), which
agreement or determination need not treat all Awards (or portions thereof) in an identical manner. Unless an Award Agreement provides otherwise, the
treatment specified in the transaction agreement or by the Administrator may include (without limitation) one or more of the following with respect to
each outstanding Award:

(a) The continuation of such outstanding Award by the Company (if the Company is the surviving entity);

(b) The assumption of such outstanding Award by the surviving entity or its parent, provided that the assumption of an Option or a SAR
shall comply with applicable tax and regulatory requirements;

(c) The substitution by the surviving entity or its parent of an equivalent award for such outstanding Award (including, but not limited to, an
award to acquire the same consideration paid to the holders of Common Shares in the transaction), provided that the substitution of an Option or a
SAR shall comply with applicable tax and regulatory requirements;

(d) In the case of an Option or SAR, the cancellation of such Award without payment of any consideration. An Optionee shall be able to
exercise their outstanding Option or SAR, to the extent such Option or SAR is then vested or becomes vested as of the effective time of the
transaction, during a period of not less than five full business days preceding the closing date of the transaction, unless (i) a shorter period is
required to permit a timely closing of the transaction and (ii) such shorter period still offers the Optionee a reasonable opportunity to exercise such
Option or SAR. Any exercise of such Option or SAR during such period may be contingent on the closing of the transaction;

(e) The cancellation of such Award and a payment to the Participant with respect to each share subject to the portion of the Award that is
vested or becomes vested as of the effective time of the transaction equal to the excess of (A) the value, as determined by the Administrator in its
absolute discretion, of the property (including cash) received by the holder of a Common Share as a result of the transaction, over (if
applicable) (B) the per-share Exercise Price of such Award (such excess, if any, the “Spread”). Such payment shall be made in the form of cash,
cash equivalents, or securities of the surviving entity or its parent having a



value equal to the Spread. In addition, any escrow, holdback, earn-out or similar provisions in the transaction agreement may apply to such
payment to the same extent and in the same manner as such provisions apply to the holders of Common Shares. If the Spread applicable to an
Award (whether or not vested) is zero or a negative number, then the Award may be cancelled without making a payment to the Participant. In the
event that an Award is subject to Code Section 409A, the payment described in this clause (e) shall be made on the settlement date specified in the
applicable Award Agreement, provided that settlement may be accelerated in accordance with Treasury Regulation Section 1.409A-3(j)(4); or

(f) The assignment of any reacquisition or repurchase rights held by the Company in respect of an Award of Restricted Shares to the
surviving entity or its parent, with corresponding proportionate adjustments made to the price per share to be paid upon exercise of any such
reacquisition or repurchase rights.

Unless an Award Agreement provides otherwise, each outstanding Award held by a Participant who remains a Service Provider as of the effective time
of a merger, consolidation or Change in Control (other than one described in Article 14.7(d)) (a “Current Participant”) shall become fully vested and,
if applicable, exercisable immediately prior to the effective time of the transaction and, in the case of an Award subject to performance-based vesting
conditions, such performance-based vesting conditions shall be deemed achieved at 100% of target levels. However, the prior sentence shall not apply,
and an outstanding Award shall not become vested and, if applicable, exercisable, if and to the extent the Award is continued, assumed or substituted as
provided for in clauses (a), (b) or (c) above. In addition, the prior two sentences shall not apply to an Award held by a Participant who is not a Current
Participant, unless an Award Agreement provides otherwise or unless the Company and the acquirer agree otherwise.

For avoidance of doubt, the Administrator shall have the discretion, exercisable either at the time an Award is granted or at any time while the Award
remains outstanding, to provide for the acceleration of vesting upon the occurrence of a Change in Control, whether or not the Award is to be assumed or
replaced in the transaction, or in connection with a termination of the Participant’s service following a transaction.

Any action taken under this Article 9.3 shall either preserve an Award’s status as exempt from Code Section 409A or comply with Code Section 409A.

ARTICLE 10. OTHER AWARDS.

Subject in all events to the limitations under Article 3 above as to the number of Common Shares available for issuance under this Plan, the
Company may grant other forms of Awards not specifically described herein and may grant awards under other plans or programs, where such awards
are settled in the form of Common Shares issued under this Plan. Such Common Shares shall be treated for all purposes under the Plan like Common
Shares issued in settlement of Restricted Stock Units and shall, when issued, reduce the number of Common Shares available under Article 3.



ARTICLE 11. LIMITATION ON RIGHTS.

11.1 Retention Rights. Neither the Plan nor any Award granted under the Plan shall be deemed to give any individual a right to remain a Service
Provider. The Company and its Parents, Subsidiaries, and Affiliates reserve the right to terminate the service of any Service Provider at any time, with or
without cause, and with or without notice, subject to applicable laws, the Company’s certificate of incorporation and by-laws and a written employment
agreement (if any).

11.2 Stockholders’ Rights. Except as set forth in Article 7.4 or 8.4 above, a Participant shall have no dividend rights, voting rights or other rights
as a stockholder with respect to any Common Shares covered by their Award prior to the time when a stock certificate for such Common Shares is
issued or, if applicable, the time when they become entitled to receive such Common Shares by filing any required notice of exercise and paying any
required Exercise Price. No adjustment shall be made for cash dividends or other rights for which the record date is prior to such time, except as
expressly provided in the Plan.

11.3 Regulatory Requirements. Any other provision of the Plan notwithstanding, the obligation of the Company to issue Common Shares under
the Plan shall be subject to all applicable laws, rules and regulations and such approval by any regulatory body as may be required. The Company
reserves the right to restrict, in whole or in part, the delivery of Common Shares pursuant to any Award prior to the satisfaction of all legal requirements
relating to the issuance of such Common Shares, to their registration, qualification or listing or to an exemption from registration, qualification or listing.
The inability or impracticability of the Company to obtain or maintain authority from any regulatory body having jurisdiction, which authority is
deemed by the Company’s counsel to be necessary to the lawful issuance and sale of any Common Shares hereunder, will relieve the Company of any
liability in respect of the failure to issue or sell such Common Shares as to which such requisite authority will not have been obtained or maintained, and
shall enable the Administrator to cancel Awards pertaining to such Common Shares, with or without consideration to the Participant.

11.4 Transferability of Awards. The Administrator may, in its sole discretion, permit transfer of an Award in a manner consistent with applicable
law (including, other than an ISO, to a “family member” as such term is defined in the General Instructions to Form S-8 (whether by gift or a domestic
relations order)). Unless otherwise determined by the Administrator, Awards shall be transferable by a Participant only by (a) beneficiary designation (if
permitted by the Administrator and valid under applicable law), (b) a will or (c) the laws of descent and distribution; provided that, in any event, an ISO
may only be transferred by will or by the laws of descent and distribution and may be exercised during the lifetime of the Optionee only by the Optionee
or by the Optionee’s guardian or legal representative. Any transferee shall be bound by and subject to all of the terms and conditions of the Plan and the
Award Agreement relating to the transferred Award and shall execute an agreement satisfactory to the Company evidencing such obligations.

11.5 Recoupment Policy. All Awards granted under the Plan, all amounts paid under the Plan and all Common Shares issued under the Plan shall
be subject to recoupment, clawback or recovery by the Company in accordance with applicable law and with Company policy (whenever adopted)
regarding same, whether or not such policy is intended to satisfy the requirements of the Dodd-Frank Wall Street Reform and Consumer Protection Act,
the Sarbanes-Oxley Act, or other applicable law, as well as any implementing regulations and/or listing standards thereunder.



11.6 Other Conditions and Restrictions on Common Shares. Any Common Shares issued under the Plan shall be subject to such forfeiture
conditions, rights of repurchase, rights of first refusal, other transfer restrictions and such other terms and conditions as the Administrator may
determine. Such conditions and restrictions shall be set forth in the applicable Award Agreement and shall apply in addition to any restrictions that may
apply to holders of Common Shares generally. In addition, Common Shares issued under the Plan shall be subject to such conditions and restrictions
imposed either by applicable law or by Company policy, as adopted from time to time, designed to ensure compliance with applicable law or laws with
which the Company determines in its sole discretion to comply including in order to maintain any statutory, regulatory or tax advantage.

ARTICLE 12. TAXES.

12.1 General. It is a condition to each Award under the Plan that a Participant or their successor shall make arrangements satisfactory to the
Company for the satisfaction of any federal, state, local or foreign withholding tax obligations that arise in connection with any Award granted under the
Plan. The Company shall not be required to issue any Common Shares or make any cash payment under the Plan unless such obligations are satisfied.

12.2 Withholding. At the Company’s discretion and subject to any Company insider trading policy (including black-out periods), any withholding
obligation for Tax-Related Items may be satisfied by (i) deducting an amount sufficient to satisfy such withholding obligation from any payment of any
kind otherwise due to a Participant; (ii) accepting a payment from the Participant in cash, by wire transfer of immediately available funds, or by check
made payable to the order of the Company, a Parent, Subsidiary or Affiliate, as applicable; (iii) accepting the delivery of Common Shares, including
Common Shares delivered by attestation; (iv) retaining Common Shares from the Award creating the withholding obligation for Tax-Related Items,
valued on the date of delivery, (v) if there is a public market for Common Shares at the time the withholding obligation for Tax-Related Items is
satisfied, selling Common Shares issued pursuant to the Award creating the withholding obligation for Tax-Related Items, either voluntarily by the
Participant or mandatorily by the Company; (vi) accepting delivery of a promissory note or any other lawful consideration; or (vii) any combination of
the foregoing payment forms. The amount withheld pursuant to any of the foregoing payment forms shall be determined by the Company and may be up
to, but no greater than, the aggregate amount of such obligations based on the maximum statutory withholding rates in the applicable Participant’s
jurisdiction for all Tax-Related Items that are applicable to such taxable income.

If any withholding obligation for Tax-Related Items will be satisfied under clause (iii) of the preceding paragraph, any payment of Tax-Related
Items by assigning Common Shares to the Company may be subject to restrictions including any restrictions required by U.S. Securities and Exchange
Commission, accounting, or other rules.

If any withholding obligation for Tax-Related Items will be satisfied under clause (v) of the preceding paragraph, each Participant’s acceptance of
an Award under the Plan will constitute the Participant’s authorization to the Company and instruction and authorization to any brokerage firm selected
by the Company to effect the sale to complete the transactions described in clause (v).



12.3 Section 409A Matters. Except as otherwise expressly set forth in an Award Agreement, it is intended that Awards granted under the Plan
either be exempt from, or comply with, the requirements of Code Section 409A. To the extent an Award is subject to Code Section 409A (a “409A
Award”), the terms of the Plan, the Award and any written agreement governing the Award shall be interpreted to comply with the requirements of Code
Section 409A so that the Award is not subject to additional tax or interest under Code Section 409A, unless the Administrator expressly provides
otherwise. A 409A Award shall be subject to such additional rules and requirements as specified by the Administrator from time to time in order for it to
comply with the requirements of Code Section 409A. In this regard, if any amount under a 409A Award is payable upon a “separation from service” to
an individual who is considered a “specified employee” (as each term is defined under Code Section 409A), then no such payment shall be made prior to
the date that is the earlier of (i) six months and one day after the Participant’s separation from service or (ii) the Participant’s death, but only to the extent
such delay is necessary to prevent such payment from being subject to Code Section 409A(a)(1).

12.4 Limitation on Liability. Neither the Company nor any person serving as Administrator shall have any liability to a Participant in the event
an Award held by the Participant fails to achieve its intended characterization under applicable tax law.

ARTICLE 13. FUTURE OF THE PLAN.

13.1 Term of the Plan. The Plan, as set forth herein, shall become effective on the IPO Date, subject to approval of the Company’s stockholders
under Article 13.3 below. The Plan shall terminate automatically 10 years after the date on which the stockholders approve the Plan.

13.2 Amendment or Termination. The Board may, at any time and for any reason, amend or terminate the Plan. No Awards shall be granted
under the Plan after the termination thereof. The termination of the Plan, or any amendment thereof, shall not affect any Award previously granted under
the Plan.

13.3 Stockholder Approval. To the extent required by applicable law, the Plan will be subject to the approval of the Company’s stockholders
within 12 months of its adoption date. An amendment of the Plan shall be subject to the approval of the Company’s stockholders only to the extent
required by applicable laws, regulations or rules.

ARTICLE 14. DEFINITIONS.

14.1 “Administrator” means the Board or any Committee administering the Plan in accordance with Article 2.

14.2 “Affiliate” means any entity other than a Subsidiary, if the Company and/or one or more Subsidiaries own not less than 50% of such entity.

14.3 “Award” means any award granted under the Plan, including as an Option, a SAR, a Restricted Share award, a Restricted Stock Unit award
or another form of equity-based compensation award.

14.4 “Award Agreement” means a Stock Option Agreement, a SAR Agreement, a Restricted Stock Agreement, a Restricted Stock Unit
Agreement or such other agreement evidencing an Award granted under the Plan.



14.5 “Board” means the Company’s Board of Directors, as constituted from time to time and, where the context so requires, reference to the
“Board” may refer to a Committee to whom the Board has delegated authority to administer any aspect of this Plan.

14.6 “Change in Control” means:

(a) Any “person” (as such term is used in Sections 13(d) and 14(d) of the Exchange Act) becomes the “beneficial owner” (as defined in
Rule 13d-3 of the Exchange Act), directly or indirectly, of securities of the Company representing more than fifty percent (50%) of the total voting
power represented by the Company’s then-outstanding voting securities;

(b) The consummation of the sale or disposition by the Company of all or substantially all of the Company’s assets;

(c) The consummation of a merger or consolidation of the Company with or into any other entity, other than a merger or consolidation
which would result in the voting securities of the Company outstanding immediately prior thereto continuing to represent (either by remaining
outstanding or by being converted into voting securities of the surviving entity or its parent) more than fifty percent (50%) of the total voting power
represented by the voting securities of the Company or such surviving entity or its parent outstanding immediately after such merger or consolidation; or

(d) Individuals who are members of the Board (the “Incumbent Board”) cease for any reason to constitute at least a majority of the
members of the Board over a period of 12 months; provided, however, that if the appointment or election (or nomination for election) of any new Board
member was approved or recommended by a majority vote of the members of the Incumbent Board then still in office, such new member shall, for
purposes of this Plan, be considered as a member of the Incumbent Board.

A transaction shall not constitute a Change in Control if its sole purpose is to change the state of the Company’s incorporation or to create a holding
company that will be owned in substantially the same proportions by the persons who held the Company’s securities immediately before such
transaction. In addition, if a Change in Control constitutes a payment event with respect to any Award which provides for a deferral of compensation and
is subject to Code Section 409A, then notwithstanding anything to the contrary in the Plan or applicable Award Agreement the transaction with respect
to such Award must also constitute a “change in control event” as defined in Treasury Regulation Section 1.409A-3(i)(5) to the extent required by Code
Section 409A.

14.7 “Code” means the U.S. Internal Revenue Code of 1986, as amended.

14.8 “Committee” means a committee of one or more members of the Board, or of other individuals satisfying applicable laws, appointed
by the Board to administer the Plan.

14.9 “Common Share” means one share of the Company’s Class A Common Stock.

14.10 “Company” means Backblaze, Inc., a Delaware corporation.

14.11 “Consultant” means a consultant or adviser who provides bona fide services to the Company, a Parent, a Subsidiary or an Affiliate
as an independent contractor and who qualifies as a consultant or advisor under Instruction A.1.(a)(1) of Form S-8 under the Securities Act.



14.12 “Employee” means a common-law employee of the Company, a Parent, a Subsidiary or an Affiliate.

14.13 “Exchange Act” means the U.S. Securities Exchange Act of 1934, as amended.

14.14 “Exercise Price,” in the case of an Option, means the amount for which one Common Share may be purchased upon exercise of
such Option, as specified in the applicable Stock Option Agreement. “Exercise Price,” in the case of a SAR, means an amount, as specified in the
applicable SAR Agreement, which is subtracted from the Fair Market Value of one Common Share in determining the amount payable upon exercise of
such SAR.

14.15 “Fair Market Value” means the closing price of a Common Share on any established stock exchange or a national market system
on the applicable date or, if the applicable date is not a trading day, on the last trading day prior to the applicable date, as reported in a source that the
Administrator deems reliable. If Common Shares are not traded on an established stock exchange or a national market system, the Fair Market Value
shall be determined by the Administrator in good faith on such basis as it deems appropriate. The Administrator’s determination shall be conclusive and
binding on all persons. Notwithstanding the foregoing, the determination of Fair Market Value in all cases shall be in accordance with the requirements
set forth under Section 409A of the Code to the extent necessary for an Award to comply with, or be exempt from, Section 409A of the Code.

14.16 “ISO” means an incentive stock option described in Code Section 422(b).

14.17 “IPO Date” means the effective date of the registration statement filed by the Company with the U.S. Securities and Exchange
Commission for its initial offering of the Common Shares to the public.

14.18 “NSO” means a stock option not described in Code Sections 422 or 423.

14.19 “Option” means an ISO or NSO granted under the Plan and entitling the holder to purchase Common Shares.

14.20 “Optionee” means an individual or estate holding an Option or SAR.

14.21 “Outside Director” means a member of the Board who is not an Employee.

14.22 “Parent” means any corporation (other than the Company) in an unbroken chain of corporations ending with the Company, if each
of the corporations other than the Company owns stock possessing 50% or more of the total combined voting power of all classes of stock in one of the
other corporations in such chain. A corporation that attains the status of a Parent on a date after the adoption of the Plan shall be considered a Parent
commencing as of such date.

14.23 “Participant” means an individual or estate holding an Award.



14.24 “Plan” means this Backblaze, Inc. 2021 Equity Incentive Plan, as amended from time to time.

14.25 “Predecessor Plan” means the Company’s 2011 Stock Plan.

14.26 “Restricted Share” means a Common Share awarded under the Plan.

14.27 “Restricted Stock Agreement” means the agreement consistent with the terms of the Plan between the Company and the recipient
of a Restricted Share that contains the terms, conditions and restrictions pertaining to such Restricted Share.

14.28 “Restricted Stock Unit” means a bookkeeping entry representing the equivalent of one Common Share, as awarded under the Plan.

14.29 “Restricted Stock Unit Agreement” means the agreement consistent with the terms of the Plan between the Company and the
recipient of a Restricted Stock Unit that contains the terms, conditions and restrictions pertaining to such Restricted Stock Unit.

14.30 “SAR” means a stock appreciation right granted under the Plan.

14.31 “SAR Agreement” means the agreement consistent with the terms of the Plan between the Company and an Optionee that contains
the terms, conditions and restrictions pertaining to their SAR.

14.32 “Securities Act” means the U.S. Securities Act of 1933, as amended.

14.33 “Service Provider” means any individual who is an Employee, Outside Director or Consultant, including any prospective
Employee, Outside Director or Consultant who has accepted an offer of employment or service and will be an Employee, Outside Director or Consultant
after the commencement of their service.

14.34 “Stock Option Agreement” means the agreement consistent with the terms of the Plan between the Company and an Optionee that
contains the terms, conditions and restrictions pertaining to their Option.

14.35 “Subsidiary” means any corporation (other than the Company) in an unbroken chain of corporations beginning with the Company,
if each of the corporations other than the last corporation in the unbroken chain owns stock possessing 50% or more of the total combined voting power
of all classes of stock in one of the other corporations in such chain. A corporation that attains the status of a Subsidiary on a date after the adoption of
the Plan shall be considered a Subsidiary commencing as of such date.

14.36 “Substitute Awards” means Awards or Common Shares issued by the Company in assumption of, or substitution or exchange for,
awards previously granted, or the right or obligation to make future awards, in each case by a corporation acquired by the Company or any Affiliate or
with which the Company or any Affiliate combines to the extent permitted by the applicable exchange listing requirements.

14.37 “Tax-Related Items” means any U.S. and non-U.S. federal, state and/or local taxes (including, without limitation, income tax,
social insurance contributions, fringe benefit tax, employment tax, stamp tax and any employer tax liability which has been transferred to a Participant)
for which a Participant is liable in connection with Awards and/or Common Shares.
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BACKBLAZE, INC.
2021 EMPLOYEE STOCK PURCHASE PLAN

SECTION 1. PURPOSE OF THE PLAN.

The Board adopted the Plan to become effective immediately as of the IPO Date. The purpose of the Plan is to provide Eligible Employees with
an opportunity to increase their proprietary interest in the success of the Company by purchasing Stock from the Company on favorable terms and to pay
for such purchases through payroll deductions or other approved contributions.

SECTION 2. ADMINISTRATION OF THE PLAN.

(a) General. The Plan may be administered by the Board or one or more Committees. Each Committee shall comply with rules and regulations
applicable to it, including under the rules of any exchange on which the Stock is traded, and shall have the authority and be responsible for such
functions as have been assigned to it.

(b) Powers of the Administrator. Subject to the terms of the Plan, and in the case of a Committee, subject to the specific duties delegated to the
Committee, the Administrator shall interpret the Plan and make all other policy decisions relating to the operation of the Plan. The Administrator may
adopt such rules, guidelines and forms as it deems appropriate to implement the Plan.

(c) Effects of Administrator’s Decisions. The Administrator’s decisions, determinations and interpretations shall be final and binding on all
interested parties.

(d) Governing Law. The Plan shall be governed by, and construed in accordance with, the laws of the State of Delaware (except its choice of law
provisions).

SECTION 3. STOCK OFFERED UNDER THE PLAN.

(a) Authorized Shares. The number of shares of Stock available for purchase under the Plan shall be 956,800 shares of the Company’s Stock
(subject to adjustment pursuant to Subsection (c) below), plus the additional shares described in Subsection (b) below. Shares of Stock issued pursuant
to the Plan may be authorized but unissued shares or treasury shares.

(b) Annual Increase in Shares. On the first day of each fiscal year of the Company during the term of the Plan, commencing on January 1, 2022
and ending on (and including) January 1, 2041, the aggregate number of shares of Stock that may be issued under the Plan shall automatically increase
by a number equal to the least of (i) two percent (2%) of the total number of shares of Common Stock actually issued and outstanding on the last day of
the preceding fiscal year, (ii) 1,913,630 shares of Stock (subject to adjustment pursuant to Subsection (c) below), or (iii) a number of shares of Stock
determined by the Board.



(c) Anti-Dilution Adjustments. In the event that any dividend or other distribution (whether in the form of cash, stock or other securities or other
property), recapitalization, stock split, reverse stock split, reorganization, merger, consolidation, split-up, spin-off, combination, reclassification,
repurchase, or exchange of Stock or other securities of the Company, or other similar change in the corporate structure of the Company affecting the
Stock and effected without receipt or payment of consideration by the Company occurs, then in order to prevent dilution or enlargement of the benefits
or potential benefits intended to be made available under the Plan, there will be a proportionate adjustment of the number and class of Stock that may be
delivered under the Plan, the Purchase Price per share and the number and class of Stock covered by each option under the Plan which has not yet been
exercised, and the numerical limits of Sections 3(a), 3(b)(ii) and 9(c).

(d) Reorganizations. In the event of a Corporate Reorganization, the outstanding rights to purchase Stock under any Offering Period then in
progress may be continued, assumed or substituted by the surviving entity or its parent. If such acquirer refuses to continue, assume or substitute for any
such rights, then a new Purchase Date for such Offering Period(s) will be set prior to the effective time of the Corporate Reorganization, the
Participants’ accumulated contributions will be applied to purchase Stock on such date, and any such Offering Periods shall terminate immediately after
such purchase. In the event a new Purchase Date is set under this Section 3(d), Participants will be given notice of the new Purchase Date. The Plan shall
in no event be construed to restrict in any way the Company’s right to undertake a dissolution, liquidation, merger, consolidation or other reorganization.

SECTION 4. ENROLLMENT AND PARTICIPATION.

(a) Offering Periods and Purchase Periods.
 

 

(i) Initial Offering and Base Offering Periods. Unless changed by the Administrator, the Initial Offering Period (the “Initial Offering
Period”) shall begin on the IPO Date and end on November 19, 2023 and shall consist of four consecutive Purchase Periods
beginning on the IPO Date, May 20, 2022, November 20, 2022 and May 20, 2023, and ending respectively on May 19, 2022,
November 19, 2022, May 19, 2023 and November 19, 2023, as applicable. Following commencement of the Initial Offering Period,
unless changed by the Administrator, a new Offering Period of 24 months duration shall begin on each November 20 and May 20, as
applicable, (each, a “Base Offering Period”); provided that a Base Offering Period shall in no event be longer than 27 months (or
such other period as may be imposed under applicable tax law). Each Base Offering Period shall contain such terms and conditions
(consistent with the Plan) as the Administrator deems appropriate. Within the limits of the Plan, the Administrator may change the
frequency, duration and other terms and conditions of the Base Offering Periods as it deems appropriate from time to time. The
Initial Offering and Base Offering Periods are intended to qualify under Code Section 423.



 

(ii) Additional Offering Periods. At the discretion of the Administrator, additional Offering Periods (the “Additional Offering
Periods”) may be conducted under the Plan including, if necessary or advisable in the sole discretion of the Administrator, under a
separate sub-plan or sub-plans, permitting grants to Eligible Employees of certain Participating Companies (each, a “Sub-Plan”).
Such Additional Offering Periods may be designed to achieve desired tax objectives in particular locations outside the United States
or to comply with local laws applicable to offerings in such foreign jurisdictions and will not be intended to qualify under Code
Section 423. The Administrator shall determine the commencement and duration of each Additional Offering Period, which may be
consecutive or overlapping. The other terms and conditions of each Additional Offering Period shall be those set forth in this Plan
document or in terms and conditions approved by the Administrator with respect to such Additional Offering Period (whether or not
set forth in a written Sub-Plan), with such changes or additional features as the Administrator determines necessary to comply with
local law. Each Additional Offering Period (whether or not set forth in a written Sub-Plan) shall be considered a separate plan from
the Plan (the “Statutory Plan”). The total number of shares authorized to be issued under the Plan as provided in Section 3 above
applies in the aggregate to the Statutory Plan and any Additional Offering Period. Unless otherwise superseded by the terms and
conditions approved by the Administrator with respect to an Additional Offering Period, the provisions of this Plan document shall
govern the operation of any offering conducted hereunder.

 

 

(iii) Termination of Offering Period. Unless changed by the Administrator, if the Fair Market Value of a share of Stock on any given
Purchase Date is less than the Fair Market Value of a share of Stock on the start date of the applicable Offering Period, then the
Offering Period shall terminate and a new Offering Period shall commence. For the avoidance of doubt, a Participant shall not be
deemed to withdraw from the Plan in the event of a termination of an Offering Period pursuant to this Section 4(a)(iii).

 

 (iv) Separate Offerings. Each Base Offering Period and each Additional Offering Period conducted under the Plan is intended to
constitute a separate “offering” for purposes of Code Section 423.

 

 

(v) Equal Rights and Privileges. To the extent an Offering Period is intended to qualify under Code Section 423, all participants in
such Offering Period shall have the same rights and privileges with respect to their participation in such Offering Period in
accordance with Code Section 423 and the regulations thereunder except for differences that may be mandated by local law and are
consistent with the requirements of Code Section 423(b)(5).

(b) Enrollment at IPO. Each individual who qualifies as an Eligible Employee on the IPO Date shall automatically become a Participant on such
day, and shall be considered to have been granted an option to participate in the Initial Offering Period under the ESPP at the maximum applicable
participation rate. To maintain participation in the Initial Offering Period, each Participant who was automatically enrolled on the IPO Date must file the
prescribed enrollment



form (which may be in electronic format or such other method as determined by the Company) with the Company or an agent designated by the
Company. The enrollment form shall be filed as prescribed by the Company no later than 30 calendar days after the commencement of the Initial
Offering Period, or such other period of time determined by the Administrator (the “Initial Enrollment Window”). If a Participant who was
automatically enrolled on the IPO Date fails to file such form during the Initial Enrollment Window, then such Participant shall be deemed to have
withdrawn from the ESPP under Section 6(a).

(c) Enrollment After IPO. In the case of any individual who qualifies as an Eligible Employee on the first day of any Offering Period other than
the Initial Offering Period, they may elect to become a Participant on such day by filing the prescribed enrollment form with the Company (which may
be in electronic format or such other method as determined by the Company) or an agent designated by the Company. The enrollment form shall be filed
in the prescribed manner during the applicable Enrollment Period for such Offering Period. The Administrator may establish other procedures for
enrollment by Eligible Employees.

(d) Duration of Participation. Once enrolled in the Plan, a Participant shall continue to participate in the Plan until they:
 

 (i) Reach the end of the Offering Period or Purchase Period, as applicable, in which his or her employee contributions were
discontinued under Section 5(c) or 9(b);

 

 (ii) Is deemed to withdraw from the ESPP under Subsection (b) above;
 

 (iii) Withdraws from the Plan under Section 6(a); or
 

 (iv) Ceases to be an Eligible Employee.

A Participant whose employee contributions were discontinued automatically under Section 9(b) shall automatically resume participation as described
therein. In all other cases, a former Participant may again become a Participant, if they then are an Eligible Employee, by following the procedure
described in Subsection (b) above.

(e) Applicable Offering Period. For purposes of calculating the Purchase Price under Section 8(b), the applicable Offering Period shall be
determined as follows:
 

 
(i) Once a Participant is enrolled in the Plan for an Offering Period, such Offering Period shall continue to apply to him or her until the

earliest of (A) the end of such Offering Period, (B) the end of his or her participation under Subsection (d) above, or
(C) re-enrollment for a subsequent Offering Period under Paragraph (ii) or (iii) below.

 

 
(ii) Any other provision of the Plan notwithstanding, the Administrator (at its sole discretion) may determine prior to the commencement

of any new Offering Period that all Participants shall be re-enrolled for such new Offering Period. In addition, the Administrator may
structure an Offering Period so that in the event that the Fair Market Value of a Share on the first



 day of the Offering Period for which the Participant is enrolled is higher than on the first day of any subsequent Offering Period, the
Participant shall automatically be re-enrolled for such subsequent Offering Period.

 

 
(iii) When a Participant reaches the end of an Offering Period but his or her participation is to continue, then such Participant shall

automatically be re-enrolled for the Offering Period that commences immediately after the end of the prior Offering Period including
any Offering Period commencing under Section 4(a)(iii) above.

SECTION 5. EMPLOYEE CONTRIBUTIONS.

(a) Commencement of Payroll Deductions. A Participant may purchase shares of Stock under the Plan by means of payroll deductions or (if so
approved by the Administrator with respect to all Participants in a Base Offering Period) other approved contributions in form and substance satisfactory
to the Administrator. Payroll deductions or other approved contributions shall commence as soon as reasonably practicable after the Company has
received the prescribed enrollment form. In jurisdictions where payroll deductions are not permitted under local law, Participants may purchase shares of
Stock by making contributions in the form that is acceptable and approved by the Administrator.

(b) Amount of Payroll Deductions. An Eligible Employee shall designate on the prescribed enrollment form the portion of his or her
Compensation that they elect to have withheld for the purchase of Stock. Such portion shall be a whole percentage of the Eligible Employee’s
Compensation, established by the Administrator for an Offering Period but not more than fifty percent (50%).

(c) Reducing Withholding Rate or Discontinuing Payroll Deductions. If a Participant wishes to reduce his or her rate of payroll withholding,
such Participant may do so by filing a new enrollment form with the Company in the manner prescribed by the Administrator. Unless the Administrator
establishes a different rule, the new withholding rate shall be effective as of the first full payroll period following five (5) business days after the date on
which the Company has received such form. The new withholding rate may be 0% or any whole percentage of the Participant’s Compensation. Unless
the Administrator establishes a different rule, a Participant shall not be limited in the number of times he or she may elect to reduce his or her rate of
withholding during any Offering Period and/or Purchase Period. (In addition, employee contributions may be discontinued automatically pursuant to
Section 9(b).)

(d) Increasing Withholding Rate. Unless the Administrator establishes a different rule for an Offering Period, a Participant shall not be limited in
the number of times he or she may increase his or her rate of payroll withholding during a Purchase Period. If a Participant wishes to increase his or her
rate of payroll withholding, such Participant may do so by filing a new enrollment form with the Company. Unless the Administrator establishes a
different rule, the new withholding rate shall be effective as of the first full payroll period following five (5) business days after the date on which the
Company has received such form. The new withholding rate may be any whole percentage of the Participant’s Compensation, but not more than the
maximum amount established for the Offering Period.



SECTION 6. WITHDRAWAL FROM THE PLAN.

(a) Withdrawal. A Participant may elect to withdraw from the Plan (and the Offering Period in which they are participating) by filing the
prescribed form with the Company in the prescribed manner at least fifteen (15) calendar days prior to a Purchase Date (or such other period as is
specified by the Administrator). As soon as reasonably practicable thereafter, payroll deductions or other approved contributions shall cease and the
entire amount credited to the Participant’s Plan Account with respect to such Offering Period shall be refunded to him or her in cash, without interest
(except as otherwise required by the laws of the local jurisdiction). No partial withdrawals from an Offering Period shall be permitted.

(b) Re-Enrollment After Withdrawal. A former Participant who has withdrawn from the Plan shall not be a Participant until they re-enroll in the
Plan under Section 4(b) during an Enrollment Period. Re-enrollment may be effective only at the commencement of an Offering Period.

SECTION 7. CHANGE IN EMPLOYMENT STATUS.

(a) Termination of Employment. Termination of employment as an Eligible Employee for any reason, including death, shall be treated as an
automatic withdrawal from the Plan under Section 6(a).

(b) Transfers of Employment. If a Participant transfers employment from a Participating Company that is participating in the Initial Offering
Period or a Base Offering Period to a Participating Company that is participating in an Additional Offering Period, they will immediately cease to
participate in the Initial Offering Period or Base Offering Period, as applicable; however, such Participant’s Plan Account will be transferred to the
Additional Offering Period, and such Participant will immediately join such Additional Offering Period on the terms and conditions applicable to such
Additional Offering Period, except for any modifications required by applicable law. If a Participant transfers employment from a Participating
Company that is participating in an Additional Offering Period to a Participating Company that is participating in the Base Offering Period, they will
continue to participate in the Additional Offering Period until the earlier of (i) the end of such Additional Offering Period, or (ii) the commencement of
the first Base Offering Period in which they are eligible. If a Participant transfers employment from a Participating Company to a Related Corporation
that is not a Participating Company, they shall be deemed to have withdrawn from the Plan pursuant to Section 6(a).

(c) Leave of Absence. For purposes of the Plan, employment shall not be deemed to terminate when the Participant goes on a military leave, a
sick leave or another bona fide leave of absence, if the leave was approved by the Company in writing. Employment, however, shall be deemed to
terminate on the first day following three months after the Participant goes on a leave, unless a contract or statute guarantees his or her right to return to
work. Employment shall be deemed to terminate in any event when the approved leave ends, unless the Participant immediately returns to work.



(d) Death. In the event of the Participant’s death, the amount credited to his or her Plan Account shall be paid in cash, without interest (unless
otherwise required by the laws of the local jurisdiction), to a beneficiary designated by him or her for this purpose on the prescribed form or, if none, to
the Participant’s estate. Such form shall be valid only if it was filed with the Company in the prescribed manner before the Participant’s death.

SECTION 8. PLAN ACCOUNTS AND PURCHASE OF SHARES.

(a) Plan Accounts. The Company shall maintain a Plan Account on its books in the name of each Participant. Whenever an amount is deducted
from the Participant’s Compensation under the Plan, such amount shall be credited to the Participant’s Plan Account. Unless otherwise required by the
laws of the local jurisdiction, (i) amounts credited to Plan Accounts shall not be trust funds and may be commingled with the Company’s general assets
and applied to general corporate purposes, and (ii) no interest shall be credited to Plan Accounts.

(b) Purchase Price. The Administrator shall establish the Purchase Price for each Offering Period; provided, however, that the Purchase Price for
each share of Stock purchased on a Purchase Date shall not be less than the lower of:
 

 (i) 85% of the Fair Market Value of such share on the first trading day of such Offering Period; or
 

 (ii) 85% of the Fair Market Value of such share on the Purchase Date.

(c) Number of Shares Purchased. On each Purchase Date, each Participant shall be deemed to have elected to purchase the number of shares of
Stock calculated in accordance with this Subsection (c), unless the Participant has previously elected to withdraw from the Offering Period in
accordance with Section 6(a). The amount then in the Participant’s Plan Account shall be divided by the Purchase Price, and the number of shares that
results shall be purchased from the Company with the funds in the Participant’s Plan Account. The foregoing number of shares of Stock that may be
purchased by a Participant are subject to the limitations set forth in Subsection (d) below and in Section 9. The Administrator may determine with
respect to all Participants in an Offering Period that any fractional share, as calculated under this Subsection (c), shall be (i) rounded down to the next
lower whole share or (ii) credited as a fractional share.

(d) Available Shares Insufficient. In the event that the aggregate number of shares that all Participants elect to purchase with respect to a
particular Purchase Period exceeds (i) the number of shares of Stock that were available under Section 3 above for sale under the Plan on the first day of
the applicable Offering Period, or (ii) the number of shares that were available under Section 3 above for sale under the Plan on the applicable Purchase
Date, then the number of shares to which each Participant is entitled shall be determined by multiplying the number of shares available for issuance by a
fraction. The numerator of such fraction is the number of shares that such Participant has elected to purchase, and the denominator of such fraction is the
number of shares that all Participants have elected to purchase. The Company may make a pro rata allocation of the shares available on the first day of
an applicable Offering Period pursuant to the preceding sentence, notwithstanding any authorization of additional shares for issuance under the Plan by
the Company’s stockholders subsequent to such date. In the event of a pro-rata allocation under this Section (d), the Administrator may determine in its
discretion to continue all Offering Periods then in effect or terminate all Offering Periods then in effect pursuant to Section 14.



(e) Issuance of Stock. The shares of Stock purchased by a Participant under the Plan will be registered in the name of such Participant. The
Company may permit or require that shares be deposited directly with a broker designated by the Company or to a designated agent of the Company,
and the Company may utilize electronic or automated methods of share transfer. The Company may require that shares be retained with such broker or
agent for a designated period of time and/or may establish other procedures to permit tracking of disqualifying dispositions of such shares. (The two
preceding sentences shall apply whether or not the Participant is required to pay income tax in the United States.)

(f) Tax Withholding. To the extent required by applicable U.S. federal, state, local or foreign law, a Participant shall make arrangements
satisfactory to the Company for the satisfaction of any withholding tax obligations that arise in connection with the Plan. The Company shall not be
required to issue any shares of Stock under the Plan until such obligations, if any, are satisfied.

(g) Unused Cash Balances. Subject to the final sentence of Section 8(c), any amount remaining in a Participant’s Plan Account at the end of a
Purchase Period solely by reason of the inability to purchase a fractional share will be carried over to the next Offering Period or Purchase Period, as
applicable. Any amount remaining in the Participant’s Plan Account that represents the Purchase Price for whole shares that could not be purchased by
reason of Subsections (c) or (d) above or Section 9(b) shall be refunded to the Participant in cash, without interest (except as otherwise required by the
laws of the local jurisdiction).

(h) Stockholder Approval. Any other provision of the Plan notwithstanding, no shares of Stock shall be purchased under the Plan unless and until
the Company’s stockholders have approved the adoption of the Plan.

SECTION 9. PLAN LIMITATIONS.

(a) Five Percent Limit. Any other provision of the Plan notwithstanding, no Participant shall be granted a right to purchase Stock under the Plan
if, immediately after such right is granted, such Participant would own stock possessing 5% or more of the total combined voting power or value of all
classes of stock of the Company or any Related Corporation, applying the stock attribution rules of Code Section 424(d), and including any stock in
which the Participant may purchase under outstanding options as stock owned by such Participant.

(b) Dollar Limit. As specified by Code Section 423(b)(8), no Participant shall be entitled to accrue rights to purchase Stock pursuant to any such
rights outstanding under the Plan if and to the extent such accrual, when aggregated with (i) rights to purchase Stock accrued under any other right to
purchase Stock under the Plan, and (ii) similar rights accrued under other employee stock purchase plans (within the meaning of Code Section 423) of
the Company or any Related Corporation, would otherwise permit such Participant to purchase more than $25,000 worth of Stock of the Company or
any Related Corporation (determined on the basis of the Fair Market Value per share on the date such rights are granted, and which, with respect to the
Plan, will be determined as of the beginning of the respective Offering Period) for each calendar year such rights are at any time outstanding.



If a Participant is precluded by this Subsection (b) from purchasing additional Stock under the Plan, then his or her employee contributions shall
automatically be discontinued and shall automatically resume at the beginning of the next Purchase Period with a scheduled Purchase Date in the next
calendar year, provided that they are an Eligible Employee at the beginning of such Purchase Period.

(c) Purchase Period Share Purchase Limit. The Administrator may establish one or more limits on the number of shares of Stock that may be
purchased during any Offering Period and/or Purchase Period, including individual limits and/or aggregate limits. Unless the Administrator provides
otherwise with respect to an Offering Period, any other provision of the Plan notwithstanding, no Participant shall purchase more than 2,500 shares of
Stock with respect to any Purchase Period.

SECTION 10. RIGHTS NOT TRANSFERABLE.

The rights of any Participant under the Plan, or any Participant’s interest in any Stock or moneys to which they may be entitled under the Plan,
shall not be transferable by voluntary or involuntary assignment or by operation of law, or in any other manner other than by beneficiary designation or
the laws of descent and distribution. If a Participant in any manner attempts to transfer, assign or otherwise encumber his or her rights or interest under
the Plan, other than by beneficiary designation or the laws of descent and distribution, then such act shall be treated as an election by the Participant to
withdraw from the Plan under Section 6(a).

SECTION 11. NO RIGHTS AS AN EMPLOYEE.

Nothing in the Plan or in any right granted under the Plan shall confer upon the Participant any right to continue in the employ of a Participating
Company for any period of specific duration or interfere with or otherwise restrict in any way the rights of the Participating Companies or of the
Participant, which rights are hereby expressly reserved by each, to terminate his or her employment at any time and for any reason, with or without
cause.

SECTION 12. NO RIGHTS AS A STOCKHOLDER.

A Participant shall have no rights as a stockholder with respect to any shares of Stock that they may have a right to purchase under the Plan until
such shares have been purchased on the applicable Purchase Date.

SECTION 13. SECURITIES LAW REQUIREMENTS.

Shares of Stock shall not be issued, and the Company shall have no liability for failure to issue shares of Stock, under the Plan unless the issuance
and delivery of such shares comply with (or are exempt from) all applicable requirements of law, including (without limitation) the Securities Act of
1933, as amended, the rules and regulations promulgated thereunder, state securities laws and regulations, and the regulations of any stock exchange or
other securities market on which the Company’s securities may then be traded.



SECTION 14. AMENDMENT OR DISCONTINUANCE.

(a) General Rule. The Administrator, in its sole discretion, may amend, suspend, or terminate the Plan, or any part thereof, at any time and for
any reason. If the Plan is terminated, the Administrator, in its discretion, may elect to terminate all outstanding Offering Periods either immediately or
upon completion of the purchase of shares of Stock on the next Purchase Date, or may elect to permit Offering Periods to expire in accordance with their
terms (and subject to any adjustment pursuant to Section 3(c) or (d)). If the Offering Periods are terminated prior to expiration, all amounts then credited
to Participants’ accounts which have not been used to purchase shares of Stock will be returned to the Participants (without interest thereon, except as
otherwise required by the laws of the local jurisdiction) as soon as administratively practicable.

(b) Administrator’s Discretion. Without stockholder consent and without limiting Subsection (a) above, the Administrator will be entitled to
change the Offering Periods, limit the frequency and/or number of changes in the amount withheld during an Offering Period, establish the exchange
ratio applicable to amounts withheld in a currency other than U.S. dollars, permit payroll withholding in excess of the amount designated by a
Participant in order to adjust for delays or mistakes in the Company’s processing of properly completed withholding elections (after consideration of
accounting treatment of such excess withholding), establish reasonable waiting and adjustment periods and/or accounting and crediting procedures to
ensure that amounts applied toward the purchase of Stock for each Participant properly correspond with amounts withheld from the Participant’s
Compensation, amend any outstanding purchase rights or clarify any ambiguities regarding the terms of any Offering Period to enable the purchase
rights to qualify under and/or comply with Section 423 of the Code, and establish such other limitations or procedures as it determines in its sole
discretion advisable which are consistent with the Plan. The actions of the Administrator pursuant to this paragraph will not be considered to alter or
impair the purchase rights granted under an Offering Period as they are to be deemed part of the initial terms of such Offering Period and purchase
rights.

(c) Accounting Considerations. In the event the Administrator determines that the ongoing operation of the Plan may result in unfavorable
financial accounting consequences, the Administrator may, in its discretion and, to the extent necessary or desirable, modify, amend or terminate the
Plan to reduce or eliminate such accounting consequence including, but not limited to:
 

 (i) Amending the Plan to conform with the safe harbor definition under Financial Accounting Standards Board Accounting Standards
Codification Topic 718 (or successor provision), including with respect to an Offering Period underway at the time;

 

 (ii) Reducing the Purchase Price for any Offering Period including an Offering Period underway at the time of the change in Purchase
Price;

 

 (iii) Shortening any Offering Period (and any Purchase Periods encompassed by such Offering Period) by setting a new Purchase Date,
including with respect to an Offering Period underway at the time of the Administrator’s action;



 (iv) Reducing the maximum percentage of Compensation a Participant may elect to set aside as payroll deductions; and
 

 (v) Reducing the maximum number of shares of Stock a Participant may purchase during any Purchase Period.

Such modifications or amendments will not require stockholder approval or the consent of any Plan Participants. The actions of the Administrator
pursuant to this paragraph will not be considered to alter or impair the purchase rights granted under an Offering Period as they are to be deemed part of
the initial terms of such Offering Period and purchase rights.

(d) Stockholder Approval. Except as provided in Section 3, any increase in the aggregate number of shares of Stock that may be issued under the
Plan shall be subject to the approval of the Company’s stockholders. In addition, any other amendment of the Plan shall be subject to the approval of the
Company’s stockholders to the extent required under Section 14(e) or by any applicable law or regulation.

(e) Plan Termination. The Plan shall terminate automatically 20 years after its effective date, unless (i) the Plan is extended by the Board and
(ii) the extension is approved within 12 months by a vote of the stockholders of the Company.

SECTION 15. DEFINITIONS.

(a) “Administrator” means the Board or any Committee administering the Plan in accordance with Section 2.

(b) “Board” means the Board of Directors of the Company, as constituted from time to time.

(c) “Code” means the Internal Revenue Code of 1986, as amended.

(d) “Committee” means a committee of one or more members of the Board, or of other individuals satisfying applicable laws, appointed by the
Board to administer the Plan.

(e) “Company” means Backblaze, Inc., a Delaware corporation.

(f) “Compensation” means, unless otherwise determined by the Administrator with respect to an Offering Period, those components of a
Participant’s cash compensation (prior to reductions pursuant to Code Sections 125, 132(f) or 401(k)) that are regular and recurring, including cash base
salary or base hourly pay but excluding any overtime pay or shift differentials, commissions, annual cash incentive compensation, and annual cash
bonuses, and further excluding extraordinary cash items (such as one-time bonuses), as well as all non-cash items, moving or relocation allowances,
cost-of-living or tax equalization payments, car allowances, tuition reimbursements, imputed income attributable to cars or life insurance, severance pay,
fringe benefits, contributions or benefits received under employee benefit plans, payments for or related to equity compensation, and any similar items.
The Administrator shall determine whether a particular item is included in Compensation.



(g) “Corporate Reorganization” means:
 

 (i) The consummation of a merger or consolidation of the Company with or into another entity or any other corporate reorganization; or
 

 (ii) The sale, transfer or other disposition of all or substantially all of the Company’s assets or the complete liquidation or dissolution of
the Company.

(h) “Eligible Employee” means a common law employee of a Participating Company, provided, however, that the Administrator may exclude one
or more of the following categories of employees (where exclusion of such employees is permitted by applicable law) from any Offering Period:
(i) employees who have been employed less than two years (or any shorter period of time established for an Offering Period), (ii) employees who are
customarily employed twenty (20) or less hours per week (or any lesser number of hours per week established for an Offering Period), (iii) employees
who are customarily employed for five (5) months or less in a calendar year (or any lesser number of months in a calendar year established for an
Offering Period), (iv) “highly compensated employees” (within the meaning of Code Section 414(q)) or (v) “highly compensated employees” (within
the meaning of Code Section 414(q)) with compensation above a certain level and/or who are subject to the disclosure requirements of Section 16(a) of
the Exchange Act. In addition, an individual shall not be considered an Eligible Employee if his or her participation in the Plan is prohibited by the law
of any country that has jurisdiction over him or her or if complying with the laws of the applicable foreign jurisdiction would cause the Plan or an
Offering Period to violate the requirements of Code Section 423. With respect to a Base Offering Period, any criteria used to determine Eligible
Employees shall be determined in a manner consistent with Code Section 423. In the case of an Offering Period that is not intended to qualify under
Code Section 423, the Administrator may exclude any individual(s) from participation if the Administrator determines the participation of such
individual(s) is not advisable or practicable.

(i) “Enrollment Period” means a period prior to the start of an Offering Period during which Eligible Employees must submit the required
enrollment forms to participate in such Offering Period, which period shall end at least five (5) business days (or such other date as may be specified in
advance by the Administrator) prior to the start of the Offering Period.

(j) “Exchange Act” means the Securities Exchange Act of 1934, as amended.

(k) “Fair Market Value” means the price at which Stock was last sold in the principal U.S. market for the Stock on the applicable date or, if the
applicable date was not a trading day, on the last trading day prior to the applicable date. If Stock is no longer traded on a public U.S. securities market,
the Fair Market Value shall be determined by the Administrator in good faith on such basis as it deems appropriate. The Administrator’s determination
shall be conclusive and binding on all persons. For purposes of the Initial Offering Period, the Fair Market Value on the first day of such Initial Offering
Period shall be the price to public set forth on the cover page of the final prospectus for the IPO.

(l) “IPO” means the Company’s initial public offering of Stock to the public.



(m) “IPO Date” means the effective date of the registration statement filed by the Company with the U.S. Securities and Exchange Commission
for its initial offering of Stock to the public.

(n) “Offering Period” means any period, including as the context requires the Initial Offering Period, Base Offering Periods and Additional
Offering Periods, with respect to which the right to purchase Stock may be granted under the Plan, as determined pursuant to Section 4(a). The first day
of an Offering Period refers where the context so requires to the first trading day of the Offering Period.

(o) “Participant” means an Eligible Employee who participates in the Plan or any Sub-Plan, as provided in Section 4.

(p) “Participating Company” means (i) the Company and (ii) each present or future Subsidiary designated by the Administrator as a
Participating Company.

(q) “Plan” means this Backblaze, Inc. 2021 Employee Stock Purchase Plan, as it may be amended from time to time.

(r) “Plan Account” means the account established for each Participant pursuant to Section 8(a).

(s) “Purchase Date” means the last trading day of a Purchase Period.

(t) “Purchase Period” means a period within an Offering Period (which for an Offering Period with only a single Purchase Period would be
coterminous with the Offering Period) during which contributions may be made toward the purchase of Stock under the Plan, as determined pursuant to
Section 4(a).

(u) “Purchase Price” means the price at which Participants may purchase Stock under the Plan, as determined pursuant to Section 8(b).

(v) “Related Corporation” means any “parent corporation” of the Company as defined in Code Section 424(e) or any Subsidiary.

(w) “Stock” means the Class A Common Stock of the Company.

(x) “Subsidiary” means any corporation (other than the Company) in an unbroken chain of corporations beginning with the Company, if each of
the corporations other than the last corporation in the unbroken chain owns stock possessing 50% or more of the total combined voting power of all
classes of stock in one of the other corporations in such chain.
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This LOAN AND SECURITY AGREEMENT (this “Agreement”) is entered into as of October 21, 2021, by and between CITY NATIONAL
BANK (“Bank”) and BACKBLAZE, INC., a Delaware corporation (“Borrower”).

RECITALS

Borrower wishes to obtain credit from time to time from Bank, and Bank desires to extend credit to Borrower. This Agreement sets forth the terms
on which Bank will advance credit to Borrower, and Borrower will repay the amounts owing to Bank.

AGREEMENT

The parties agree as follows:

1. DEFINITIONS AND CONSTRUCTION.

1.1 Definitions. As used in this Agreement, the following terms shall have the following definitions:

“Accordion Event” means that (a) Borrower has delivered to Bank a written request for an increase to the Revolving Line in an amount equal to
Five Hundred Thousand Dollars ($500,000) (the “Requested Amount”), and (b) Bank has made written confirmation to Borrower to make the Requested
Amount (or a lesser amount) available as an increase to the Revolving Line, in each case, as determined by Bank in its sole discretion, including without
limitation, (i) Bank’s receipt of internal credit approval for such increase to the Revolving Line, and (ii) Bank’s confirmation that no Default or Event of
Default has occurred and is continuing or will result from the increase to the Revolving Line.

“Accounts” means and includes all presently existing and hereafter arising accounts (as defined in the Code), contract rights, payment intangibles,
and all other forms of obligations owing to Borrower arising out of the sale or lease of goods (including, without limitation, the licensing of software
and other technology) or the rendering of services by Borrower, whether or not earned by performance, and any and all credit insurance, guaranties, and
other security therefor, as well as all merchandise returned to or reclaimed by Borrower and Borrower’s Books relating to any of the foregoing.

“Adjusted EBITDA” means, with respect to any period of determination, Borrower’s (a) earnings before interest, taxes, depreciation and
amortization, plus (b) stock compensation expense, minus (c) non-financed capital expenditures, minus (d) capitalized software expense, plus/minus
(e) the net change in deferred revenue, plus (f) identified one-time addbacks of One Million One Hundred Forty-Eight Thousand Seventy-Two Dollars
($1,148,072) in Borrower’s fourth quarter of its fiscal year 2020, Seven Hundred Seventeen Thousand Nine Hundred Forty-Nine Dollars ($717,949) in
Borrower’s first quarter of its fiscal year 2021 and Three Hundred Fifty-One Thousand Seven Hundred Sixty-One Dollars ($351,761) in Borrower’s
second quarter of its fiscal year 2021, plus (g) up to Five Hundred Thousand Dollars ($500,000) of documented pre-initial public offering expenses; plus
(h) other one-time, non-recurring expenses acceptable to Bank, in its sole discretion, in each case as determined in accordance with GAAP.



“Advance” or “Advances” means a cash advance or cash advances under the Revolving Facility.

“Affiliate” means, with respect to any Person, any other Person that owns or controls directly or indirectly such Person, any other Person that
controls or is controlled by or is under common control with such Person, and each of such Person’s senior executive officers, directors, and partners; as
used in this definition “control” means possession, directly or indirectly, of the power to direct or cause the direction of the management or policies of a
Person.

“Ancillary Services” means any of Bank’s treasury and cash management products and services requested by Borrower and provided by Bank
under the Revolving Line, including without limitation, Letters of Credit, Credit Card Services, Automated Clearing House transactions, and FX
Contracts.

“Ancillary Services Sublimit” means a sublimit for Ancillary Services under the Revolving Line not to exceed Two Million Five Hundred
Thousand Dollars ($2,500,000).

“Ancillary Services Usage” means, as of any date of determination, the aggregate outstanding amount of all Ancillary Services provided by Bank,
including without limitation, the outstanding and undrawn amounts of all Letters of Credit, the aggregate limits of all corporate credit cards and
merchant card or account processing reserves, the total amount of all Automated Clearing House transaction origination and processing reserves, the
applicable FX Amount and any other limits established, or reserves taken, by Bank in connection with other treasury management services requested by
Borrower and approved by Bank.

“Average SOFR” means, for any Interest Period for any Average SOFR Advance, a rate per annum (rounded upward to the next one-sixteenth of
one percent (0.0625%), if necessary), equal to the greater of (a) “30-Day Average SOFR” (as revised if applicable) published by the SOFR
Administrator on the SOFR Administrator’s Website on the date that is the first day of such Interest Period for such Average SOFR Advance, and
(b) one percent (1.00%).

“Average SOFR Advance” means any Advance tied to the Average SOFR.

“Bank Expenses” means all reasonable and invoiced costs or expenses (including reasonable and invoiced attorneys’ fees and expenses) incurred
in connection with the preparation, negotiation, administration, and enforcement of the Loan Documents; reasonable and invoiced Collateral audit fees;
and Bank’s reasonable and invoiced attorneys’ fees and expenses incurred in amending, enforcing or defending the Loan Documents (including fees and
expenses of appeal), incurred before, during and after an Insolvency Proceeding, whether or not suit is brought.

“Borrower’s Books” means all of Borrower’s books and records including: ledgers; records concerning Borrower’s assets or liabilities, the
Collateral, business operations or financial condition; and all computer programs, or tape files, and the equipment, containing such information.

“Business Day” means any day that is not a Saturday, Sunday, or other day on which banks in the State of California are authorized or required to
close; provided that, when used in connection with any SOFR Advance, or any other calculation or determination involving a SOFR-Based Rate, the
term “Business Day” means any such day that is also a U.S. Government Securities Business Day.
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“Change in Control” means a transaction in which any “person” or “group” (within the meaning of Section 13(d) and 14(d)(2) of the Securities
Exchange Act of 1934) becomes the “beneficial owner” (as defined in Rule 13d-3 under the Securities Exchange Act of 1934), directly or indirectly, of a
sufficient number of shares of all classes of stock then outstanding of Borrower ordinarily entitled to vote in the election of directors, empowering such
“person” or “group” to elect a majority of the Board of Directors of Borrower, who did not have such power before such transaction; provided, however,
Bank may, in its sole discretion, consent to a transactions that results in a Change in Control in which a Founder becomes a “beneficial owner”.

“Change in Law” means the occurrence, after the date of this Agreement regardless of the date enacted, adopted or issued, of any of the following:
(a) the adoption or taking effect of any law, rule, regulation or treaty, (b) any change in any law, rule, regulation or treaty or in the administration,
interpretation, implementation or application thereof by any governmental authority, (c) the making or issuance of any request, rule, guideline or
directive (whether or not having the force of law) by any governmental authority, (d) all rules, guidelines or directives thereunder or issued in connection
with the Dodd-Frank Wall Street Reform and Consumer Protection, and (e) all rules, guidelines or directives promulgated by the Bank for International
Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or any United States regulatory authorities.

“Closing Date” means the date of this Agreement.

“Code” means the California Uniform Commercial Code.

“Collateral” means the property described on Exhibit A attached hereto.

“Contingent Obligation” means, as applied to any Person, any direct or indirect liability, contingent or otherwise, of that Person with respect to
(i) any indebtedness, lease, dividend, letter of credit or other obligation of another; (ii) any obligations with respect to undrawn letters of credit,
corporate credit cards, or merchant services issued or provided for the account of that Person; and (iii) all obligations arising under any agreement or
arrangement designed to protect such Person against fluctuation in interest rates, currency exchange rates or commodity prices; provided, however, that
the term “Contingent Obligation” shall not include endorsements for collection or deposit in the ordinary course of business or product warranties given
in the ordinary course of business. The amount of any Contingent Obligation shall be deemed to be an amount equal to the stated or determined amount
of the primary obligation in respect of which such Contingent Obligation is made or, if not stated or determinable, the maximum reasonably anticipated
liability in respect thereof as determined by Bank in good faith; provided, however, that such amount shall not in any event exceed the maximum
amount of the obligations under the guarantee or other support arrangement.
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“Copyrights” means any and all copyright rights, copyright applications, copyright registrations and like protections in each work or authorship
and derivative work thereof.

“Credit Card Services” means corporate credit cards and e-commerce merchant account services provided by Bank.

“Credit Extension” means each Advance or any other extension of credit by Bank for the benefit of Borrower hereunder.

“Daily Balance” means the amount of the Obligations owed at the end of a given day.

“Default” means any circumstance that, with the passage of time or giving of notice, would constitute an Event of Default.

“Equipment” means all “equipment” as defined in the Code and includes all present and future machinery, equipment, tenant improvements,
furniture, fixtures, vehicles, tools, parts and attachments in which Borrower has any interest.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended, and the regulations thereunder.

“Event of Default” has the meaning assigned in Section 8.

“Foreign Exchange Reserve Percentage” means a percentage as determined by Bank, in its sole discretion from time to time. The initial Foreign
Exchange Reserve Percentage shall be ten percent (10%).

“Founder” means each of Gleb Budman, Brian Wilson, Tim Nufire, Charles Jones and Kwok Hang Ng.

“FX Amount” means the amount determined by multiplying (i) the aggregate amount, in United States Dollars, of FX Contracts between
Borrower and Bank remaining outstanding as of any date of determination by (ii) the applicable Foreign Exchange Reserve Percentage as of such date.

“FX Contracts” means such agreements as Borrower and Bank may enter into in connection with foreign exchange transactions, which shall
include payment of any standard issuance and other fees that Bank notifies Borrower will be charged for issuing and processing FX Contracts for
Borrower.

“GAAP” means generally accepted accounting principles as in effect from time to time.

“Governmental Authority” means, with respect to any Person, any nation or government, any state or other political subdivision thereof, any
agency, authority, instrumentality, regulatory body, court, central bank or other entity exercising executive, legislative, judicial, taxing, regulatory or
administrative functions of or pertaining to government, any securities exchange and any self-regulatory organization having jurisdiction over such
Person.
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“Indebtedness” means (a) all indebtedness for borrowed money or the deferred purchase price of property or services, including without limitation
reimbursement and other obligations with respect to surety bonds and letters of credit, (b) all obligations evidenced by notes, bonds, debentures or
similar instruments, (c) all capital lease obligations and (d) all Contingent Obligations; provided that Simple Agreements for Future Equity (“SAFEs”)
shall not be Indebtedness for purposes hereunder so long as such agreements are substantially in the form of Borrower’s existing SAFEs as delivered to
Bank prior to the Closing Date.

“Insolvency Proceeding” means any proceeding commenced by or against any person or entity under any provision of the United States
Bankruptcy Code, as amended, or under any other bankruptcy or insolvency law, including assignments for the benefit of creditors, formal or informal
moratoria, compositions, extension generally with its creditors, or proceedings seeking reorganization, arrangement, or other relief.

“Intellectual Property” means all of Borrower’s right, title, and interest in and to the following: Copyrights, Trademarks and Patents; all trade
secrets, all design rights, claims for damages by way of past, present and future infringement of any of the rights included above, all licenses or other
rights to use any of the Copyrights, Patents or Trademarks, and all license fees and royalties arising from such use to the extent permitted by such
license or rights; all amendments, renewals and extensions of any of the Copyrights, Trademarks or Patents; and all proceeds and products of the
foregoing, including without limitation all payments under insurance or any indemnity or warranty payable in respect of any of the foregoing.

“Interest Period” means with respect to any Average SOFR Advance, the period commencing on the date such Average SOFR Advance is made
(including the date a Prime Advance is converted to an Average SOFR Advance or an Average SOFR Advance is continued) and ending on the
numerically corresponding day of the calendar month that is one month thereafter; provided that (i) if any Interest Period would end on a day other than
a Business Day, such Interest Period shall be extended to the next succeeding Business Day unless such next succeeding Business Day would fall in the
next calendar month, in which case such Interest Period shall end on the immediately preceding Business Day, and (ii) any Interest Period that
commences on the last Business Day of a calendar month (or on a day for which there is no numerically corresponding day in the last calendar month of
such Interest Period) shall end on the last Business Day of the calendar month that is one month thereafter; provided, however, no Interest Period may
extend beyond the maturity date of such Average SOFR Advance. For purposes hereof, the date of an Average SOFR Advance initially shall be the date
on which such Average SOFR Advance is made and thereafter shall be the effective date of the most recent conversion or continuation of such Average
SOFR Advance.

“Inventory” means all inventory (as defined in the Code) in which Borrower has or acquires any interest, including work in process and finished
products intended for sale or lease or to be furnished under a contract of service, of every kind and description now or at any time hereafter owned by or
in the custody or possession, actual or constructive, of Borrower, including such inventory as is temporarily out of its custody or possession or in transit
and including any returns upon any accounts or other proceeds, including insurance proceeds, resulting from the sale or disposition of any of the
foregoing and any documents of title representing any of the above, and Borrower’s Books relating to any of the foregoing.
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“Investment” means any beneficial ownership of (including stock, partnership interest or other securities) any Person, or any loan, advance or
capital contribution to any Person.

“Letter of Credit” means a standby letter of credit or similar undertaking issued by Bank at Borrower’s request.

“Leverage Ratio” means, as of any date, a ratio of (a) Total Funded Debt to (b) Adjusted EBITDA for the trailing twelve (12) month period ending
as of such date.

“Lien” means any mortgage, lien, deed of trust, charge, pledge, security interest or other encumbrance.

“Loan Documents” means, collectively, this Agreement, any note or notes made by Borrower payable to Bank, any guaranty in favor of Bank, and
any other agreement, instrument or document executed and delivered by Borrower to Bank in connection with this Agreement, all as amended, restated,
supplemented or otherwise modified or extended from time to time.

“Material Adverse Effect” means a material adverse effect on (i) the business operations or financial condition of Borrower and its Subsidiaries
taken as a whole or (ii) the ability of Borrower to repay the Obligations or otherwise perform its obligations under the Loan Documents or (iii) the value
or priority of Bank’s security interests in the Collateral.

“Negotiable Collateral” means all letters of credit of which Borrower is a beneficiary, notes, drafts, instruments, securities, documents of title, and
chattel paper, and Borrower’s Books relating to any of the foregoing.

“Obligations” means all debt, principal, interest, Bank Expenses and other amounts owed to Bank by Borrower pursuant to this Agreement or any
other agreement, whether absolute or contingent, due or to become due, now existing or hereafter arising, including any interest that accrues after the
commencement of an Insolvency Proceeding and including any debt, liability, or obligation owing from Borrower to others that Bank may have obtained
by assignment or otherwise.

“Patents” means all patents, patent applications and like protections including without limitation improvements, divisions, continuations,
renewals, reissues, extensions and continuations-in-part of the same.

“Periodic Payments” means all installments or similar recurring payments that Borrower may now or hereafter become obligated to pay to Bank
pursuant to the terms and provisions of any instrument, or agreement now or hereafter in existence between Borrower and Bank.

“Permitted Acquisition” means the acquisition (whether by merger, equity purchase, or otherwise) of the assets of, the equity interests of, or a
business line or unit or division of, any Person (the “Target”), provided that (a) the Target is a company or companies organized under the laws of the
United States or any state or territory thereof or the District of Columbia, unless Borrower is in pro forma compliance with Section 6.10 and 6.11 in
accordance with clause (h) below; (b) the Target is engaged in a similar line of business as Borrower both prior to and after giving effect to such
proposed acquisition; (c) such proposed acquisition is non-hostile in nature
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and has been approved by the Target’s board of directors; (d) such proposed acquisition will be accretive to Borrower’s Adjusted EBITDA; (e) no
Indebtedness, including without limitation any earn-out, milestone or deferred purchase price payments, other than Permitted Indebtedness, shall be
assumed or incurred by Borrower in connection with such acquisition; (f) no Event of Default has occurred and is continuing or would exist after giving
effect to such proposed acquisition; (g) Borrower will be the surviving legal entity or hold all of the equity interests of the surviving legal entity;
(h) Borrower is in pro forma compliance with Sections 6.10, 6.11, 6.12, and 6.13 hereof as demonstrated by a pro forma compliance certificate delivered
to Bank prior to the consummation of the subject acquisition; (i) the total cash consideration for all such acquisitions does not in the aggregate exceed
Five Million Dollars ($5,000,000); (j) Borrower shall have provided Bank evidence that, after giving effect to any such acquisition, Borrower shall have
unused availability under the Revolving Line plus unrestricted cash at Bank of at least Twenty Five Million Dollars ($25,000,000); (k) Borrower shall
have provided Bank not less than thirty (30) days prior written notice of such proposed acquisition, together with all information (financial or otherwise)
relating to the Target and such proposed acquisition’s projected impact on Borrower’s operations and financial performance as Bank reasonably
requests, as well as all material agreements proposed to be entered into by Borrower (or any Affiliate of Borrower) to effectuate such proposed
acquisition; and (l) if the Target is not merged with and into Borrower then, within thirty (30) days after such acquisition, the Target must become a
co-borrower under this Agreement and the other Loan Documents and become subject to all rights and obligations of this Agreement and the other Loan
Documents, and must execute and deliver to Bank a joinder acceptable to Bank as well as such other documents and agreements as required by Bank in
connection with the Target becoming a co-borrower and granting a Lien in favor of Bank on the Collateral.

“Permitted Indebtedness” means:

(a) Indebtedness of Borrower in favor of Bank arising under this Agreement or any other Loan Document;

(b) Indebtedness existing on the Closing Date and disclosed in the Schedule, and extensions, re-financings and renewals of such
Indebtedness, provided that the principal amount is not increased or the terms modified to impose more burdensome terms upon Borrower or its
Subsidiary, as the case may be;

(c) Indebtedness secured by a lien described in clause (c) of the defined term “Permitted Liens,” provided (i) such Indebtedness does
not exceed the lesser of the cost or fair market value of the equipment financed with such Indebtedness and the reasonable cost of installation and
improvement thereof and (ii) such Indebtedness does not exceed Two Hundred Thousand Dollars ($200,000) in the aggregate at any given time;

(d) Subordinated Debt;

(e) Indebtedness consisting of trade payables incurred in the ordinary course of business;
 

8



(f) Indebtedness for capital leases related to equipment to the extent such amounts are approved by Borrower’s Board of Directors in
its projections provided to Bank; and

(g) other unsecured indebtedness in an aggregate amount not to exceed Twenty-Five Thousand Dollars ($25,000).

“Permitted Investment” means:

(a) Investments existing on the Closing Date disclosed in the Schedule;

(b) (i) marketable direct obligations issued or unconditionally guaranteed by the United States of America or any agency or any State
thereof maturing within one (1) year from the date of acquisition thereof, (ii) commercial paper maturing no more than one (1) year from the date of
creation thereof and currently having rating of at least A-2 or P-2 from either Standard & Poor’s Corporation or Moody’s Investors Service,
(iii) certificates of deposit maturing no more than one (1) year from the date of investment therein issued by Bank (iv) Bank’s money market accounts,
and (v) other investments made by Borrower in investment products offered by Bank or any Affiliate of Bank (provided that such investments shall not
constitute Ancillary Services hereunder);

(c) amounts on deposit in deposit accounts listed on the Schedule (so long as such accounts are closed within ninety (90) days in
accordance with Section 6.9) or maintained in accordance with Section 6.9; and

(d) loans or advances made to employees on an arms-length basis in the ordinary course of business consistent with past practices
for (i) in connection with the exercise of stock options up to a maximum of $100,000 in the aggregate at any one time outstanding and (ii) travel and
entertainment expenses, relocation costs and similar purposes up to a maximum of $200,000 in the aggregate at any one time outstanding.

“Permitted Liens” means the following:

(a) Any Liens existing on the Closing Date and disclosed in the Schedule or arising under this Agreement or the other Loan
Documents;

(b) Liens for taxes, fees, assessments or other governmental charges or levies, either not delinquent or being contested in good faith
by appropriate proceedings, provided the same have no priority over any of Bank’s security interests;

(c) Liens (i) upon or in any equipment which was not financed by Bank acquired or held by Borrower or any of its Subsidiaries to
secure the purchase price and the reasonable cost of installation or improvement of such equipment or indebtedness incurred solely for the purpose of
financing the acquisition of such equipment and the reasonable cost of installation or improvement thereof, or (ii) existing on such equipment at the time
of its acquisition, provided that the Lien is confined solely to the property so acquired and improvements thereon, and the proceeds of such equipment;
and
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(d) Liens arising from judgments, decrees or attachments in circumstances not constituting an Event of Default;

(e) leases or subleases of real property granted in the ordinary course of Borrower’s business (or, if referring to another Person, in
the ordinary course of such Person’s business), and leases, subleases, non-exclusive licenses or sublicenses of personal property (other than Intellectual
Property) granted in the ordinary course of Borrower’s business (or, if referring to another Person, in the ordinary course of such Person’s business), if
the leases, subleases, licenses and sublicenses do not prohibit granting Bank a security interest therein;

(f) customary Liens of any bank in connection with statutory, common law and contractual rights of setoff and recoupment with
respect to any deposit account or securities account of Borrower, provided that (i) Bank has a first priority perfected security interest in such account and
(ii) such account is permitted to be maintained pursuant to this Agreement;

(g) Liens incurred in connection with the extension, renewal or refinancing of the indebtedness secured by Liens of the type
described in clauses (a) through (c) above, provided that any extension, renewal or replacement Lien shall be limited to the property encumbered by the
existing Lien and the principal amount of the indebtedness being extended, renewed or refinanced does not increase.

“Person” means any individual, sole proprietorship, partnership, limited liability company, joint venture, trust, unincorporated organization,
association, corporation, institution, public benefit corporation, firm, joint stock company, estate, entity or governmental agency.

“Prime Advances” means any advance tied to the Prime Rate.

“Prime Rate” means the rate most recently announced by Bank at its principal office in Los Angeles, California as its “Prime Rate.” Any change
in the interest rate resulting from a change in the Prime Rate will become effective on the day on which each change in the Prime Rate is announced by
Bank.

“Responsible Officer” means each of the Chief Executive Officer, and the Chief Financial Officer of Borrower.

“Revolving Facility” means the facility under which Borrower may request Bank to issue Advances, as specified in Section 2.1(b) hereof.

“Revolving Line” means a credit extension of up to Nine Million Five Hundred Thousand Dollars ($9,500,000); provided, that from and after the
occurrence of the Accordion Event, in Bank’s sole discretion, the Revolving Line means a credit extension of up to Ten Million Dollars ($10,000,000)
(or such lesser amount in excess of Nine Million Five Hundred Thousand Dollars ($9,500,000) as determined by Bank, in its sole discretion).

“Revolving Maturity Date” means September 1, 2024.
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“Schedule” means the schedule of exceptions attached hereto and approved by Bank, if any.

“SOFR Administrator” means the Federal Reserve Bank of New York (or a successor administrator of the secured overnight financing rate).

“SOFR Administrator’s Website” means the website of the Federal Reserve Bank of New York, currently at http://www.newyorkfed.org, or any
successor source for the secured overnight financing rate identified as such by the SOFR Administrator from time to time.

“SOFR-Based Rate” means Average SOFR.

“Subordinated Debt” means any debt incurred by Borrower that is subordinated to the debt owing by Borrower to Bank on terms acceptable to
Bank (and identified as being such by Borrower and Bank).

“Subsidiary” means any corporation, company or partnership in which (i) any general partnership interest or (ii) more than fifty percent (50%) of
the stock or other units of ownership which by the terms thereof has the ordinary voting power to elect the Board of Directors, managers or trustees of
the entity, at the time as of which any determination is being made, is owned by Borrower, either directly or through an Affiliate.

“Target” is defined in the definition of Permitted Acquisitions.

“Total Funded Debt” means all Indebtedness (other than with respect to the deferred price of property or services incurred in the ordinary course
of business to the extent such amounts are not past due) whether direct or indirect, incurred, assumed or guaranteed, including, without limitation, all
outstanding Obligations and all capital lease obligations, Subordinated Debt, and all obligations, contingent or otherwise, under any letter of credit.

“Trademarks” means any trademark and servicemark rights, whether registered or not, applications to register and registrations of the same and
like protections, and the entire goodwill of the business of Borrower connected with and symbolized by such trademarks.

“U.S. Government Securities Business Day” means any day except for (a) a Saturday, (b) a Sunday or (c) a day on which the Securities Industry
and Financial Markets Association recommends that the fixed income departments of its members be closed for the entire day for purposes of trading in
United States government securities.

1.2 Accounting Terms. All accounting terms not specifically defined herein shall be construed in accordance with GAAP and all
calculations made hereunder shall be made in accordance with GAAP. When used herein, the terms “financial statements” shall include the notes and
schedules thereto.
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2. LOAN AND TERMS OF PAYMENT.

2.1 Credit Extensions.

Borrower promises to pay to the order of Bank, in lawful money of the United States of America, the aggregate unpaid principal amount of all
Credit Extensions made by Bank to Borrower hereunder. Borrower shall also pay interest on the unpaid principal amount of such Credit Extensions at
rates in accordance with the terms hereof.

(a) Reserved.

(b) Revolving Advances.

(i) Amount. Subject to and upon the terms and conditions of this Agreement, Borrower may request and Bank shall make
Advances in an aggregate outstanding amount not to exceed the Revolving Line, less, in each case, any amounts outstanding under the Ancillary
Services Sublimit, including the Ancillary Services Usage. Subject to the terms and conditions of this Agreement, amounts borrowed pursuant to this
Section 2.1(b) may be repaid and reborrowed at any time prior to the Revolving Maturity Date, at which time all Advances under this
Section 2.12.1(b)2.1(b) shall be immediately due and payable.

(ii) Prepayments; Reduction or Termination of Commitments. Borrower may prepay all or any portion of the Advances
and other Obligations, without penalty or premium (subject to break funding fees for an Average SOFR Advance). Borrower may, upon notice to Bank,
terminate the Revolving Line or the Ancillary Services Sublimit. Borrower shall use the proceeds of the Advances for working capital and corporate
purposes.

(iii) Ancillary Services Sublimit. Subject to the availability under the Revolving Line, at any time and from time to time
from the date hereof through the Business Day immediately prior to the Revolving Maturity Date, Borrower may request the provision of Ancillary
Services from Bank. The aggregate limit of the Ancillary Services (and the Ancillary Services Usage) shall not at any time exceed the Ancillary
Services Sublimit. Availability under the Revolving Line shall be reduced by the Ancillary Services Usage, including without limitation, the aggregate
limits of Credit Card Services provided to Borrower, the total amount of any Automated Clearing House processing reserves, the applicable FX Amount,
and any other reserves taken by Bank in connection with other treasury management services requested by Borrower and approved by Bank. In addition,
Bank may, in its sole discretion, charge as Advances any amounts for which Bank becomes liable to third parties in connection with the provision of the
Ancillary Services. The terms and conditions (including repayment and fees) of such Ancillary Services shall be subject to the terms and conditions of
Bank’s standard forms of application and agreement for the applicable Ancillary Services, which Borrower hereby agrees to execute.

(iv) Procedures for Borrowing. Whenever Borrower desires an Advance, Borrower will notify Bank by email, facsimile
transmission or telephone no later than 3:00 p.m. Pacific time, on the Business Day the Advance is to be made. Each such
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notification shall be promptly confirmed by a Payment/Advance Form in substantially the form of Exhibit B hereto. Bank is authorized to make
Advances under this Agreement, based upon instructions received from a Responsible Officer or a designee of a Responsible Officer, or without
instructions if in Bank’s discretion such Advances are necessary to meet Obligations which have become due and remain unpaid. Bank shall be entitled
to rely on any telephonic notice given by a person who Bank reasonably believes to be a Responsible Officer or a designee thereof, and Borrower shall
indemnify and hold Bank harmless for any damages or loss suffered by Bank as a result of such reliance. Bank will credit the amount of Advances made
under this Section to Borrower’s deposit account.

2.2 Average SOFR Advance Terms and Conditions.

(a) Procedure for Average SOFR Advances. Borrower may request that a Credit Extension be an Average SOFR Advance
(including conversion of a Prime Advance to an Average SOFR Advance, or continuation of an Average SOFR Advance as an Average SOFR Advance
upon the expiration of the applicable Interest Period). Any such request will be irrevocable, will be made to Bank in writing, no later than 1:00 p.m.
Pacific Time on the Business Day that is one day before the Business Day on which the Average SOFR Advance is to be made, converted or continued,
and will specify the amount of such Average SOFR Advance and such other information as Bank requests. If Borrower fails to select an Average SOFR
Advance in accordance herewith, the Credit Extension will be a Prime Advance.

(b) Availability of Average SOFR Advances. Notwithstanding anything herein to the contrary, each Average SOFR Advance must
be in the minimum amount of Five Hundred Thousand Dollars ($500,000) and increments of One Hundred Thousand Dollars ($100,000). Borrower may
not have more than five (5) Average SOFR Advances outstanding at any one time under this Agreement. Borrower may have Prime Advances and
Average SOFR Advances outstanding simultaneously.

(c) Prepayment of Principal on Average SOFR Advances.

(i) Borrower may not make a partial principal prepayment on an Average SOFR Advance. Borrower may prepay the full
outstanding principal balance of an Average SOFR Advance prior to the end of the applicable Interest Period; provided, however, that such payment is
accompanied by the prepayment fee described in Section 2.2(c)(ii).

(ii) In the event of (i) the payment of any principal of any Average SOFR Advance other than on the last day of the Interest
Period therefor (including as a result of an Event of Default), (ii) the conversion of any Average SOFR Advance other than on the last day of the Interest
Period therefor, or

(iii) the failure to borrow, convert, continue or prepay any Average SOFR Advance on the date specified in any notice
delivered pursuant hereto, then, in any such event, Borrower shall compensate Bank for any loss, cost and expense attributable to such event, including
any loss, cost or expense arising from the liquidation or redeployment of funds; provided that nothing in this Section 2.2(c)(ii) is intended to allow a
prepayment that is prohibited by Section 2.2(c)(i). A certificate of Bank setting forth any amount or amounts that Bank is entitled to receive pursuant to
this Section shall be delivered to Borrower and shall be conclusive absent manifest error. Borrower shall pay Bank the amount shown as due on any such
certificate within ten (10) days after receipt thereof
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(d) Suspension of Average SOFR Advances. Each Average SOFR Advance shall be subject to the following:

(i) if Bank is unable to determine the applicable SOFR-Based Rate in respect of a Credit Extension for any reason, or any
law, regulation or governmental order, rule or determination makes it unlawful or impractical for Bank to fund or maintain such Credit Extension or to
continue such funding or maintaining, Bank shall give notice of such changed circumstances to Borrower and (A) all Average SOFR Advances shall be
immediately converted to Prime Advances and (B) Borrower shall not be entitled to elect the applicable SOFR-Based Rate (whether at the time when
the applicable Credit Extension was made, upon conversion from a Prime Advance to such Credit Extension, or upon continuation of such Credit
Extension) until Bank determines that it would no longer be unable, unlawful or impractical to do so; and

(ii) if at any time Bank shall notify Borrower that any applicable SOFR-Based Rate in respect of a Credit Extension will not
adequately reflect the cost to Bank of making, maintaining or continuing such Credit Extension, (A) all Average SOFR Advances shall be immediately
converted to Prime Advances and (B) Borrower shall not be entitled to elect the applicable SOFR-Based Rate (whether at the time when the applicable
Credit Extension was made, upon conversion from a Prime Advance to such Credit Extension, or upon continuation of such Credit Extension) until
Bank determines that the circumstances causing such suspension no longer exist. Upon any such conversion, Borrower shall also pay any additional
amounts required pursuant to Section 2.2(c), if applicable.

(e) Benchmark Replacement.

(i) Notwithstanding anything to the contrary herein or in any other Loan Document (including Section 2.2(d)) (and, for the
avoidance of doubt, any interest hedging instrument shall be deemed not to be a “Loan Document” for purposes of this Section 2.2(e)), upon the
occurrence of a Benchmark Transition Event, Bank may at any time thereafter amend this Agreement to replace the then current Benchmark with an
alternate benchmark rate selected by Bank, together with any spread or other adjustment to be applied to such alternate benchmark rate (including any
mathematical or other adjustments to the benchmark), giving due consideration to any evolving or then existing convention for determining a rate of
interest as a replacement to such current Benchmark for U.S. dollar denominated bilateral bank-originated loans in the U.S. market (the “Benchmark
Replacement”). If the Benchmark Replacement as so determined would be less than zero percent (0%), the Benchmark Replacement will be deemed to
be zero percent (0%) for the purposes of this Agreement. Any such amendment will become effective at 5:00 p.m. Pacific Time on the effective date
specified in such amendment (such date, the “Benchmark Replacement Date”) without any further action or consent of Borrower, so long as Bank has
not received, by the fifteenth calendar day after Bank has provided such proposed amendment to Borrower, written notice of objection to such
amendment from Borrower. If Borrower objects to such amendment to implement the Benchmark Replacement, then the
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Benchmark Replacement will not be effective hereunder, but from and after the occurrence of the Benchmark Replacement Date, Borrower shall not be
entitled to elect that the interest rate on Credit Extensions be based upon the then current Benchmark (whether at the time when made, upon conversion
from a Prime Advance, or upon continuation of a Credit Extension bearing interest based upon such Benchmark) and at such time as Bank elects, all
Credit Extensions bearing interest based upon the then current Benchmark shall be converted into Prime Advances (subject to Borrower’s right to have
Credit Extensions bear interest based upon the Benchmark Replacement once such rate is implemented hereunder in accordance with the terms of this
Section 2.2(e)).

(ii) As used in this Section 2.2(e): (A) “Benchmark” means, initially, with respect to any Average SOFR Advance, the
SOFR-Based Rate upon which such Average SOFR Advance is based; provided that if a Benchmark Replacement Date has occurred with respect to any
such SOFR-Based Rate or any then current Benchmark, then “Benchmark” means the applicable Benchmark Replacement to the extent that such
Benchmark Replacement has become effective pursuant to this Section 2.2(e); and (B) “Benchmark Transition Event” means the occurrence of one or
more of the following events with respect to a then current Benchmark: (1) a public statement or publication of information by or on behalf of the
administrator of the Benchmark (or the published component used in the calculation thereof) announcing that such administrator has ceased or will
cease to provide such Benchmark (or such component thereof), permanently or indefinitely; provided that, at the time of such statement or publication,
there is no successor administrator that will continue to provide such Benchmark (or such component thereof); (2) a public statement or publication of
information by a governmental authority having jurisdiction over Bank, the regulatory supervisor for the administrator of such Benchmark (or the
published component used in the calculation thereof), the Federal Reserve Board, the Federal Reserve Bank of New York, an insolvency official with
jurisdiction over the administrator for such Benchmark (or such component), a resolution authority with jurisdiction over the administrator for such
Benchmark (or such component) or a court or an entity with similar insolvency or resolution authority over the administrator for such Benchmark (or
such component), which states that the administrator of such Benchmark (or such component) has ceased or will cease to provide such Benchmark (or
such component thereof) permanently or indefinitely, provided that, at the time of such statement or publication, there is no successor administrator that
will continue to provide such Benchmark (or such component thereof); (3) a public statement or publication of information by a governmental authority
having jurisdiction over Bank or the regulatory supervisor for the administrator of such Benchmark (or the published component used in the calculation
thereof) announcing that such Benchmark is no longer, or as of a specified future date will no longer be, representative; (4) the circumstances set forth in
Section 2.2(d) have arisen and such circumstances are unlikely to be temporary; or (5) Bank has determined that U.S. dollar denominated bilateral bank-
originated loans in the U.S. market are being executed or amended (as applicable) to incorporate or adopt a new benchmark interest rate to replace the
then current Benchmark.

(iii) In connection with the implementation of a Benchmark Replacement, Bank will have the right from time to time to
make any technical, administrative or operational changes (including changes to the definition of “Business Day”, the definition of “Interest Period,” or
any similar or analogous definition, timing and frequency of determining rates and making payments of interest, timing of borrowing requests or
prepayment, conversion
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or continuation notices, length of lookback periods, the applicability of Section 2.2(c)(ii) and other technical, administrative or operational matters) to
this Agreement and the other Loan Documents that Bank decides may be appropriate to reflect the adoption and implementation of such Benchmark
Replacement and to permit the administration thereof by Bank in a manner Bank determines in connection with the administration of this Agreement
and, notwithstanding anything to the contrary herein or in any other Loan Document, any amendments implementing such changes will become
effective without any further action or consent of Borrower (any such changes, “Benchmark Replacement Conforming Changes”). Bank will promptly
notify Borrower of the implementation of any Benchmark Replacement Conforming Changes.

(iv) Any determination, decision or election that may be made by Bank pursuant to this Section 2.2(e) including any
determination with respect to a tenor, rate or adjustment or of the occurrence or non-occurrence of an event, circumstance or date and any decision to
take or refrain from taking any action, will be conclusive and binding absent manifest error and may be made in Bank’s sole discretion and without
consent from Borrower, except, in each case, as expressly required pursuant to this Section 2.2(e).

(v) Notwithstanding anything to the contrary herein or in any other Loan Document, at any time (including in connection
with the implementation of a Benchmark Replacement), (A) if the then current Benchmark is a term rate and either (1) the tenor for such Benchmark is
not displayed on a screen or other information service that publishes such rate from time to time as selected by Bank in its reasonable discretion or
(2) the regulatory supervisor for the administrator of such Benchmark has provided a public statement or publication of information announcing that the
tenor for such Benchmark is or will be no longer representative, then Bank may modify the definition of “Interest Period” (or any similar or analogous
definition, if any) for any Benchmark settings at or after such time to remove such unavailable or non-representative tenor and (B) if the tenor that was
removed pursuant to clause (A) above either (1) is subsequently displayed on a screen or information service for a Benchmark (including a Benchmark
Replacement) or (2) is not, or is no longer, subject to an announcement that it is or will no longer be representative for a Benchmark (including a
Benchmark Replacement), then Bank may modify the definition of “Interest Period” (or any similar or analogous definition, if any) for all Benchmark
settings at or after such time to reinstate such previously removed tenor.

(f) Rates. Bank does not warrant or accept responsibility for, and shall not have any liability with respect to (i) the administration of,
submission of, calculation of or any other matter related to any SOFR-Based Rate, any component definition thereof or rates referenced in the definition
thereof or any alternative, comparable or successor rate thereto (including any then-current Benchmark or any Benchmark Replacement), including
whether the composition or characteristics of any such alternative, comparable or successor rate (including any Benchmark Replacement) will be similar
to, or produce the same value or economic equivalence of, or have the same volume or liquidity as, any SOFR-Based Rate or any other Benchmark, or
(b) the effect, implementation or composition of any Benchmark Replacement Conforming Changes.

2.3 Overadvances. If, at any time of determination, the aggregate amount of the outstanding Advances at any time exceeds the Revolving
Line less any amounts outstanding under the Ancillary Services Sublimit, including the Ancillary Services Usage, Borrower shall immediately pay to
Bank, in cash, the amount of such excess.
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2.4 Interest Rates, Payments, and Calculations.

(a) Interest Rates. Except as set forth in Section 2.4(b), Advances consisting of Average SOFR Advances shall bear interest, on the
outstanding Daily Balance thereof, at a rate equal to Average SOFR plus two and three-quarters of one percent (2.75%). Except as set forth in
Section 2.4(b), Advances consisting of Prime Advances shall bear interest, on the outstanding Daily Balance thereof, at a rate equal to the greater of
(i) the Prime Rate and (ii) three percent (3.00%). The Average SOFR on each Average SOFR Advance shall apply during the entire Interest Period
applicable to such Credit Extension.

(b) Late Fee; Default Rate. If any payment is not made within ten (10) days after the date such payment is due, Borrower shall pay
Bank a late fee equal to the lesser of (i) five percent (5%) of the amount of such unpaid amount or (ii) the maximum amount permitted to be charged
under applicable law. All Obligations shall bear interest, from and after the occurrence and during the continuance of an Event of Default, at a rate equal
to five (5) percentage points above the interest rate applicable immediately prior to the occurrence of the Event of Default.

(c) Payments. Interest hereunder shall be due and payable on the first day of each month during the term hereof. Bank shall, at its
option, charge such interest, all Bank Expenses, and all Periodic Payments against any of Borrower’s deposit accounts or against the Revolving Line, in
which case those amounts shall thereafter accrue interest at the rate then applicable hereunder. Any interest not paid when due shall be compounded by
becoming a part of the Obligations, and such interest shall thereafter accrue interest at the rate then applicable hereunder. All payments shall be free and
clear of any taxes, withholdings, duties, impositions or other charges, to the end that Bank will receive the entire amount of any Obligations payable
hereunder, regardless of source of payment. Payments hereunder shall be made via auto debit from Borrower’s account at Bank.

(d) Computation. In the event the Prime Rate is changed from time to time hereafter, the applicable rate of interest hereunder shall
be increased or decreased, effective as of the day the Prime Rate is changed, by an amount equal to such change in the Prime Rate. All interest
chargeable under the Loan Documents shall be computed on the basis of a three hundred sixty (360) day year for the actual number of days elapsed.

2.5 Crediting Payments. So long as no Event of Default has occurred, Bank shall credit a wire transfer of funds, check or other item of
payment to such deposit account or Obligation as Borrower specifies. After the occurrence and during the continuance of an Event of Default, the
receipt by Bank of any wire transfer of funds, check, or other item of payment shall be immediately applied to conditionally reduce Obligations, but
shall not be considered a payment on account unless such payment is of immediately available federal funds or unless and until such check or other item
of payment is honored when presented for payment. Notwithstanding anything to the contrary contained herein, any wire transfer or payment received
by Bank after 12:00 noon Pacific Time shall be deemed to have been received by Bank
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as of the opening of business on the immediately following Business Day. Whenever any payment to Bank under the Loan Documents would otherwise
be due (except by reason of acceleration) on a date that is not a Business Day, such payment shall instead be due on the next Business Day, and
additional fees or interest, as the case may be, shall accrue and be payable for the period of such extension.

2.6 Withholding. Payments received by Bank from Borrower under this Agreement will be made free and clear of and without deduction
for any and all present or future taxes, levies, imposts, duties, deductions, withholdings, assessments, fees or other charges imposed by any
Governmental Authority (including any interest, additions to tax or penalties applicable thereto). Specifically, however, if at any time any Governmental
Authority, applicable law, regulation or international agreement requires Borrower to make any withholding or deduction from any such payment or
other sum payable hereunder to Bank, Borrower hereby covenants and agrees that the amount due from Borrower with respect to such payment or other
sum payable hereunder will be increased to the extent necessary to ensure that, after the making of such required withholding or deduction, Bank
receives a net sum equal to the sum which it would have received had no withholding or deduction been required, and Borrower shall pay the full
amount withheld or deducted to the relevant Governmental Authority. Borrower will, upon request, furnish Bank with proof reasonably satisfactory to
Bank indicating that Borrower has made such withholding payment; provided, however, that Borrower need not make any withholding payment if the
amount or validity of such withholding payment is contested in good faith by appropriate and timely proceedings and as to which payment in full is
bonded or reserved against by Borrower. The agreements and obligations of Borrower contained in this Section shall survive the termination of this
Agreement.

2.7 Additional Costs. If any Change in Law shall: (a) subject Bank to any tax, duty or other charge with respect to this Agreement or any
Obligations under this Agreement, or shall change the basis of taxation of payments to Bank of the principal of or interest under this Agreement (except
for changes in the rate of tax on the overall net income of Bank imposed by the jurisdiction in which Bank’s principal executive office); or (b) impose,
modify or deem applicable any reserve (including, without limitation, any imposed by the Board of Governors of the Federal Reserve System), special
deposit or similar requirement against assets of, deposits with or for the account of, or credit extended by Bank, or shall impose on Bank or the foreign
exchange and interbank markets any other condition affecting this Agreement; and the result of any of the foregoing is to increase the cost to Bank of
maintaining any part of the Obligations or to reduce the amount of any sum received or receivable by Bank under this Agreement by an amount deemed
by Bank to be material, then Borrower shall pay to Bank, within fifteen (15) days of Borrower’s receipt of written notice from Bank requesting such
compensation, such additional amount or amounts as will compensate Bank for such increased cost or reduction. A certificate of Bank, prepared in good
faith and in reasonable detail by Bank and submitted by Bank to Borrower, setting forth the basis for determining such additional amount or amounts
necessary to compensate Bank shall be conclusive and binding for all purposes, absent manifest error. In the event that any Change in Law affects or
would affect the amount of capital required or expected to be maintained by Bank (or any corporation controlling Bank), and Bank determines that the
amount of such capital is increased by or based upon the existence of any obligations of Bank hereunder or the maintaining of any Obligations, and such
increase has the effect of reducing the rate of return on Bank’s (or such controlling
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corporation’s) capital as a consequence of such obligations or the maintaining of such Obligations to a level below that which Bank (or such controlling
corporation) could have achieved but for such circumstances (taking into consideration its policies with respect to capital adequacy), then Borrower
shall pay to Bank, within fifteen (15) days of Borrower’s receipt of written notice from Bank requesting such compensation, additional amounts as are
sufficient to compensate Bank (or such controlling corporation) for any increase in the amount of capital and reduced rate of return which Bank
reasonably determines to be allocable to the existence of any obligations of Bank hereunder or to maintaining any Obligations. A certificate of Bank as
to the amount of such compensation, prepared in good faith and in reasonable detail by Bank and submitted by Bank to Borrower, shall be conclusive
and binding for all purposes absent manifest error.

2.8 Fees. Borrower shall pay to Bank the following:

(a) Facility Fee. On the Closing Date, a facility fee equal to $35,625, which shall be nonrefundable;

(b) Anniversary Fee. On the first (1st) anniversary of the Closing Date and on each anniversary of the Closing Date thereafter
(excluding the Revolving Maturity Date, as may be amended, extended, or otherwise modified from time to time), an anniversary fee equal to three-
eighths of one percent (0.375%) of the Revolving Line then in effect;

(c) Unused Fee. Within ten days after the last day of each quarter, a fee equal to one-quarter or one percent (0.25%) of the difference
between the Revolving Line and the average daily balance of the Advances outstanding during such quarter; and

(d) Bank Expenses. On the Closing Date, all Bank Expenses incurred through the Closing Date minus any unused portion of the
Twenty Thousand Dollars ($20,000) expense deposit paid by Borrower to Bank prior to the Closing Date, including reasonable attorneys’ fees and
expenses and, after the Closing Date, all Bank Expenses, including reasonable attorneys’ fees and expenses, as and when they are incurred by Bank.

2.9 Term. This Agreement shall become effective on the Closing Date and, subject to Section 12.7, shall continue in full force and effect
for so long as any Obligations remain outstanding or Bank has any obligation to make Credit Extensions under this Agreement. Notwithstanding the
foregoing, Bank shall have the right to terminate its obligation to make Credit Extensions under this Agreement immediately and without notice upon
the occurrence and during the continuance of an Event of Default. Notwithstanding termination, Bank’s Lien on the Collateral shall remain in effect for
so long as any Obligations are outstanding.

3. CONDITIONS OF LOANS.

3.1 Conditions Precedent to Initial Credit Extension. The obligation of Bank to make the initial Credit Extension is subject to the
condition precedent that Bank shall have received, in form and substance satisfactory to Bank, the following:

(a) this Agreement;
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(b) a certificate of the Secretary of Borrower with respect to incumbency and resolutions authorizing the execution and delivery of
this Agreement;

(c) UCC National Form Financing Statement;

(d) an intellectual property security agreement;

(e) payment of the fees and Bank Expenses then due specified in Section 2.8 hereof;

(f) current financial statements of Borrower; and

(g) such other documents, and completion of such other matters, as Bank may reasonably deem necessary or appropriate.

3.2 Conditions Precedent to all Credit Extensions. The obligation of Bank to make each Credit Extension, including the initial Credit
Extension, is further subject to the following conditions:

(a) timely receipt by Bank of the Payment/Advance Form as provided in Section 2.1;

(b) the representations and warranties contained in Section 5 shall be true and correct in all material respects on and as of the date of
such Payment/Advance Form and on the effective date of each Credit Extension as though made at and as of each such date (except to the extent that
such representations and warranties expressly relate to an earlier specified date, in which case such representations and warranties shall have been true
and correct in all material respects as of the date when made). The making of each Credit Extension shall be deemed to be a representation and warranty
by Borrower on the date of such Credit Extension as to the accuracy of the facts referred to in this Section 3.2;

(c) no Default or Event of Default shall be continuing or would exist after giving effect to such Credit Extension; and

(d) in Bank’s sole discretion, there has not been any circumstance that would reasonably be expected to have a Material Adverse
Effect, or there has not been any material adverse deviation by Borrower from the most recent business plan of Borrower presented to and accepted by
Bank.

3.3 Post-Closing Conditions. Borrower shall deliver to Bank, in form and substance satisfactory to Bank, within forty-five (45) days after
the Closing Date (or such later time as agreed to by Bank in its sole discretion), (i) a certificate of insurance naming Bank as loss payee and additional
insured and other evidence of insurance reasonably required by Bank, (ii) a landlord’s consent in favor of Bank for Borrower’s principal place of
business and each of Borrower’s other leased locations holding Collateral valued in excess of One Hundred Thousand Dollars ($100,000) by the
respective landlord thereof; (iii) a bailee’s waiver in favor of Bank for each location where Borrower maintains Collateral with a third party valued in
excess of One Hundred Thousand Dollars ($100,000), (iv) on a best efforts basis, a UCC amendment executed by Trinity Capital, and (v) on a best
efforts basis, a UCC amendment executed by First American Equipment Finance.
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4. CREATION OF SECURITY INTEREST.

4.1 Grant of Security Interest. To secure prompt repayment of any and all Obligations and prompt performance by Borrower of each of
its covenants and duties under the Loan Documents, Borrower grants Bank a continuing security interest in all presently existing and hereafter acquired
or arising Collateral. Except as set forth in the Schedule, such security interest constitutes a valid, first priority security interest in the presently existing
Collateral, and will constitute a valid, first priority security interest in Collateral acquired after the date hereof (subject only to Permitted Liens). Upon
payment in full in cash of the Obligations (other than inchoate indemnity obligations and Obligations constituting Ancillary Services) and termination of
Bank’s obligation to make Credit Extensions hereunder, Bank shall, at the sole cost and expense of Borrower, release its Liens in the Collateral and all
rights therein shall revert to Borrower.

4.2 Delivery of Additional Documentation Required. Borrower shall from time to time execute and deliver to Bank, at the reasonable
request of Bank, all Negotiable Collateral, all financing statements and other documents that Bank may reasonably request, in form reasonably
satisfactory to Bank, to perfect and continue the perfection of Bank’s security interests in the Collateral and in order to fully consummate all of the
transactions contemplated under the Loan Documents. Borrower from time to time may deposit with Bank specific time deposit accounts to secure
specific Obligations. Borrower authorizes Bank to hold such balances in pledge and to decline to honor any drafts thereon or any request by Borrower or
any other Person to pay or otherwise transfer any part of such balances for so long as the Obligations are outstanding.

4.3 Right to Inspect. Bank (through any of its officers, employees, or agents) shall have the right, upon reasonable prior notice, from time
to time during Borrower’s usual business hours but no more than once a year (unless an Event of Default has occurred and is continuing), to inspect
Borrower’s Books and to make copies thereof and to check, test, and appraise the Collateral in order to verify Borrower’s financial condition or the
amount, condition of, or any other matter relating to, the Collateral.

5. REPRESENTATIONS AND WARRANTIES.

Borrower represents and warrants as follows:

5.1 Due Organization and Qualification. Borrower and each Subsidiary is a corporation duly existing under the laws of its jurisdiction of
incorporation and qualified and licensed to do business in any state or other jurisdiction in which the conduct of its business or its ownership of property
requires that it be so qualified, except where the failure to do so could not reasonably be expected to have a material adverse effect on Borrower’s
business.
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5.2 Due Authorization; No Conflict. The execution, delivery, and performance of the Loan Documents are within Borrower’s powers,
have been duly authorized, and are not in conflict with nor constitute a breach of any provision contained in Borrower’s Certificate of Incorporation or
Bylaws, nor will they constitute an event of default under any material agreement to which Borrower is a party or by which Borrower is bound.
Borrower is not in default under any material agreement to which it is a party or by which it is bound.

5.3 No Prior Encumbrances. Borrower has good and marketable title to its property, free and clear of Liens, except for Permitted Liens.

5.4 Bona Fide Accounts. The Accounts are bona fide existing obligations. The property and services giving rise to such Accounts has
been delivered or rendered to the account debtor or to the account debtor’s agent for immediate and unconditional acceptance by the account debtor.

5.5 Merchantable Inventory. All Inventory is in all material respects of good and marketable quality, free from all material defects,
except for Inventory for which adequate reserves have been made.

5.6 Intellectual Property. Borrower is the sole owner of the Intellectual Property necessary for its business, except for non-exclusive
licenses granted by Borrower to its customers in the ordinary course of business. Each of the Patents is valid and enforceable, and no part of the
Intellectual Property has been judged invalid or unenforceable, in whole or in part, and to Borrower’s knowledge no claim has been made that any part
of the Intellectual Property violates the rights of any third party. Except as set forth in the Schedule, Borrower’s rights as a licensee of intellectual
property do not give rise to more than five percent (5%) of its gross revenue in any given month, including without limitation revenue derived from the
sale, licensing, rendering or disposition of any product or service. Borrower is not a party to, or bound by, any agreement that restricts the grant by
Borrower of a security interest in Borrower’s rights under such agreement.

5.7 Name; Location of Chief Executive Office. Except as disclosed in the Schedule or as hereafter disclosed to Bank in writing,
Borrower has not done business under any name other than that specified on the signature page hereof. Except as hereafter disclosed in writing to Bank,
the chief executive office of Borrower is located at the address indicated in Section 10 hereof. Except as hereafter disclosed in writing to Bank, all of
Borrower’s Inventory and Equipment is located at the location set forth in Section 10 hereof or set forth in the Schedule.

5.8 Litigation. Except as set forth in the Schedule, there are no actions or proceedings pending by or against Borrower or any Subsidiary
before any court or administrative agency involving more than, individually or in the aggregate, One Hundred Thousand Dollars ($100,000).

5.9 No Material Adverse Change in Financial Statements. All consolidated (and consolidating if required by Bank) financial statements
delivered by Borrower to Bank prior to the Closing Date and under Section 6.3 fairly present in all material respects Borrower’s financial condition as of
the date thereof and Borrower’s consolidated (and consolidating if required by Bank) results of operations for the period then ended. There has not been
a material adverse change in the consolidated (or the consolidating, if applicable) financial condition of Borrower since the date of the most recent of
such financial statements submitted to Bank.
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5.10 Solvency, Payment of Debts. Borrower is solvent and able to pay its debts (including trade debts) as they mature.

5.11 Regulatory Compliance. Borrower and each Subsidiary have met the minimum funding requirements of ERISA with respect to any
employee benefit plans subject to ERISA, and no event has occurred resulting from Borrower’s failure to comply with ERISA that could result in
Borrower’s incurring any material liability. Borrower is not an “investment company” or a company “controlled” by an “investment company” within
the meaning of the Investment Company Act of 1940. Borrower is not engaged principally, or as one of the important activities, in the business of
extending credit for the purpose of purchasing or carrying margin stock (within the meaning of Regulations T and U of the Board of Governors of the
Federal Reserve System). Borrower and each Subsidiary have not violated any material statutes, laws, ordinances or rules applicable to it.

5.12 Environmental Condition. None of Borrower’s or any Subsidiary’s properties or assets has ever been used by Borrower or any
Subsidiary or, to the best of Borrower’s knowledge, by previous owners or operators, in the disposal of, or to produce, store, handle, treat, release, or
transport, any hazardous waste or hazardous substance other than in accordance with applicable law; to the best of Borrower’s knowledge, none of
Borrower’s properties or assets has ever been designated or identified in any manner pursuant to any environmental protection statute as a hazardous
waste or hazardous substance disposal site, or a candidate for closure pursuant to any environmental protection statute; no lien arising under any
environmental protection statute has attached to any revenues or to any real or personal property owned by Borrower or any Subsidiary; and neither
Borrower nor any Subsidiary has received a written summons, citation, notice, or directive from the Environmental Protection Agency or any other
federal, state or other governmental agency concerning any action or omission by Borrower or any Subsidiary resulting in the releasing, or otherwise
disposing of hazardous waste or hazardous substances into the environment.

5.13 Taxes. Except as provided for in Section 6.6, Borrower and each Subsidiary have filed or caused to be filed all tax returns required to
be filed, and have paid, or have made adequate provision for the payment of, all taxes reflected therein.

5.14 Subsidiaries. Borrower does not own any stock, partnership interest or other equity securities of any Person, except for Permitted
Investments.

5.15 Government Consents. Borrower and each Subsidiary have obtained all material consents, approvals and authorizations of, made all
material declarations or filings with, and given all material notices to, all governmental authorities that are necessary for the continued operation of
Borrower’s business as currently conducted.

5.16 Deposit and Securities Accounts. Borrower and each Subsidiary maintain deposit or securities accounts only as set forth in the
Schedule.
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5.17 Full Disclosure. No representation, warranty or other statement made by Borrower in any certificate or written statement furnished to
Bank contains any untrue statement of a material fact or omits to state a material fact necessary in order to make the statements contained in such
certificates or statements not misleading in light of the circumstances when made.

6. AFFIRMATIVE COVENANTS.

Borrower shall do all of the following:

6.1 Good Standing. Borrower shall maintain its and each of its Subsidiaries’ corporate existence and good standing in its jurisdiction of
incorporation and maintain qualification in each jurisdiction in which it is required under applicable law. Borrower shall maintain, and shall cause each
of its Subsidiaries to maintain, in force all licenses, approvals and agreements, the loss of which could be reasonably be expected to have a Material
Adverse Effect.

6.2 Government Compliance. Borrower shall meet, and shall cause each Subsidiary to meet, the minimum funding requirements of
ERISA with respect to any employee benefit plans subject to ERISA in all material respects. Borrower shall comply, and shall cause each Subsidiary to
comply, with all statutes, laws, ordinances and government rules and regulations to which it is subject, noncompliance with which could reasonably be
expected to have a Material Adverse Effect.

6.3 Financial Statements, Reports, Certificates. Borrower shall deliver the following to Bank: (a) as soon as available, but in any event
within forty-five (45) days after the end of each quarter, a Borrower prepared consolidated balance sheet, income statement, and cash flow statement
covering Borrower’s consolidated operations during such period, prepared in accordance with GAAP, consistently applied, in a form acceptable to Bank
(it being agreed that the form delivered by Borrower to Bank prior to the Closing Date shall be deemed acceptable) along with a Compliance Certificate
signed by a Responsible Officer in substantially the form of Exhibit D hereto; (b) as soon as available, but in any event within forty-five (45) days after
the end of each quarter, a Borrower prepared quarterly recurring revenue report, in form and substance acceptable to Bank; (c) as soon as available, but
in any event within one hundred twenty (120) days after the end of Borrower’s fiscal year, audited consolidated financial statements of Borrower
prepared in accordance with GAAP, consistently applied, together with an unqualified opinion on such financial statements of an independent certified
public accounting firm reasonably acceptable to Bank; (d) copies of all statements, reports and notices sent or made available generally by Borrower to
its security holders or to any holders of Subordinated Debt and, if applicable, all reports on Forms 10-K and 10-Q filed with the Securities and Exchange
Commission; (e) promptly upon receipt of notice thereof, a report of any legal actions pending or threatened against Borrower or any Subsidiary that
could result in damages or costs to Borrower or any Subsidiary of One Thousand Dollars ($100,000) or more, or any commercial tort claim acquired by
Borrower; (f) as soon as available, but in any event no later than sixty (60) days after the end of Borrower’s fiscal year, annual operating projections
(including income statements, balance sheets and cash flow statements presented in a monthly format) for the following fiscal year, approved by
Borrower’s Board of Directors and in form and substance reasonably satisfactory to Bank, and (g) such budgets, sales projections, operating plans, other
information as Bank may reasonably request from time to time.
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6.4 Audits. Bank shall have a right from time to time hereafter to audit Borrower’s Accounts and appraise Collateral at Borrower’s
expense, provided that such audits will be conducted no more often than every six (6) months unless an Event of Default has occurred and is continuing.

6.5 Inventory; Returns. Borrower shall keep all Inventory (if any) in good and marketable condition, free from all material defects except
for Inventory for which adequate reserves have been made. Returns and allowances, if any, as between Borrower and its account debtors shall be on the
same basis and in accordance with the usual customary practices of Borrower, as they exist at the time of the execution and delivery of this Agreement.
Borrower shall promptly notify Bank of all returns and recoveries and of all disputes and claims, where the return, recovery, dispute or claim involves
more than Fifty Thousand Dollars ($50,000).

6.6 Taxes. Borrower shall make, and shall cause each Subsidiary to make, due and timely payment or deposit of all material federal, state,
and local taxes, assessments, or contributions required of it by law, and will execute and deliver to Bank, on demand, appropriate certificates attesting to
the payment or deposit thereof; and Borrower will make, and will cause each Subsidiary to make, timely payment or deposit of all material tax payments
and withholding taxes required of it by applicable laws, including, but not limited to, those laws concerning F.I.C.A., F.U.T.A., state disability, and local,
state, and federal income taxes, and will, upon request, furnish Bank with proof reasonably satisfactory to Bank indicating that Borrower or a Subsidiary
has made such payments or deposits; provided that Borrower or a Subsidiary need not make any payment if the amount or validity of such payment is
contested in good faith by appropriate proceedings and is reserved against (to the extent required by GAAP) by Borrower.

6.7 Formation or Acquisition of Subsidiaries. Notwithstanding and without limiting the negative covenants contained in Sections 7.3
and 7.7 hereof, at the time that Borrower forms any direct or indirect Subsidiary or acquires any direct or indirect Subsidiary, Borrower shall (a) cause
such new Subsidiary to provide to Bank a joinder to this Agreement to cause such Subsidiary to become a co-borrower hereunder, together with such
appropriate financing statements and/or control agreements, all in form and substance reasonably satisfactory to Bank (including being sufficient to
grant Bank a first priority Lien (subject to Permitted Liens) in and to the assets (other than Intellectual Property to same extent excluded from the
Collateral) of such newly formed or acquired Subsidiary), (b) provide to Bank appropriate certificates and powers and financing statements, pledging all
of the direct or beneficial ownership interest in such new Subsidiary, in form and substance reasonably satisfactory to Bank, and (c) provide to Bank all
other documentation in form and substance satisfactory to Bank that in its opinion is appropriate with respect to the execution and delivery of the
applicable documentation referred to above.
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6.8 Insurance.

(a) Borrower, at its expense, shall keep the Collateral insured against loss or damage by fire, theft, explosion, sprinklers, and all
other hazards and risks, and in such amounts, as ordinarily insured against by other owners in similar businesses conducted in the locations where
Borrower’s business is conducted on the date hereof. Borrower shall also maintain insurance relating to Borrower’s business, ownership and use of the
Collateral in amounts and of a type that are customary to businesses similar to Borrower’s.

(b) All such policies of insurance shall be in such form, with such companies, and in such amounts as are reasonably satisfactory to
Bank. All such policies of property insurance shall contain a lender’s loss payable endorsement, in a form satisfactory to Bank, showing Bank as an
additional loss payee thereof, and all liability insurance policies shall show Bank as an additional insured and shall specify that the insurer must give at
least twenty (20) days’ notice to Bank before canceling its policy for any reason. Upon Bank’s request, Borrower shall deliver to Bank certified copies
of such policies of insurance and evidence of the payments of all premiums therefor. All proceeds payable under any such policy shall, at the option of
Bank, be payable to Bank to be applied on account of the Obligations.

6.9 Accounts. Borrower shall maintain and shall cause each of its Subsidiaries to maintain its depository, operating, and investment
accounts with Bank. For each account that Borrower maintains outside of Bank, Borrower shall cause the applicable bank or financial institution at or
with which any such account is maintained to execute and deliver an account control agreement or other appropriate instrument in form and substance
satisfactory to Bank; provided however, that (i) until that date that is ninety (90) days following the Closing Date, Borrower shall be permitted to
maintain its existing accounts outside of Bank so long as the balances in such accounts do not exceed Two Hundred Fifty Thousand Dollars ($250,000)
in the aggregate at any time, and (ii) after ninety (90) days after the Closing Date, Borrower shall be permitted to maintain its existing accounts with
Wells Fargo Bank and HomeStreetBank so long as the balances in such accounts do not exceed Two Hundred Fifty Thousand Dollars ($250,000) in the
aggregate at any time.

6.10 Minimum Adjusted EBITDA. Borrower shall achieve Adjusted EBITDA, tested quarterly, on a trailing twelve (12) month basis, of
not less than eighty percent (80%) of the levels contained in the projections provided by Borrower and accepted by Bank prior to the Closing Date as
shown below.
 
Quarter Ending   Projected Adjusted EBITDA  

80% Minimum Adjusted EBITDA
Covenant Level

9/30/2021   $9,834,000   $7,867,231
12/31/2021   $13,213,000   $10,570,168
3/31/2022   $15,142,000   $12,113,249
6/30/2022   $19,892,000   $15,913,200
9/30/2022   $20,460,000   $16,367,680
12/31/2022   $22,743,000   $18,194,400
3/31/2023   $25,096,000   $20,076,720
6/30/2023   $27,530,000   $22,023,600
9/30/2023   $30,069,000   $24,055,040
12/31/2023   $32,827,000   $26,261,840
3/31/2024   $33,013,000   $26,410,320
6/30/2024   $33,376,000   $26,701,120
9/30/2024   $33,975,000   $27,179,760
12/31/2024   $34,912,000   $27,929,760
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6.11 Maximum Leverage Ratio. Borrower shall maintain at all times, measured quarterly as of the last day of each quarterly period listed
below on a consolidated basis, a maximum Leverage Ratio of not more than the corresponding amount listed below for such quarterly period:
 
Quarterly Period Ending   Maximum Leverage Ratio
September 30, 2021   4.50:1.00
December 31, 2021   4.00:1.00
March 31, 2022, June 30, 2022, September 30, 2022 and December 31, 2022   3.50:1.00
March 31, 2023, and each quarterly period ending thereafter   3.00:1.00

6.12 Intellectual Property Rights.

(a) Borrower shall promptly give Bank written notice of any applications or registrations of intellectual property rights filed with the
United States Patent and Trademark Office, including the date of such filing and the registration or application numbers, if any. Borrower shall (i) give
Bank not less than thirty (30) days prior written notice of the filing of any applications or registrations with the United States Copyright Office,
including the title of such intellectual property rights to be registered, as such title will appear on such applications or registrations, and the date such
applications or registrations will be filed, and (ii) prior to the filing of any such applications or registrations, shall execute such documents as Bank may
reasonably request for Bank to maintain its perfection in such intellectual property rights to be registered by Borrower, and upon the request of Bank,
shall file such documents simultaneously with the filing of any such applications or registrations. Upon filing any such applications or registrations with
the United States Copyright Office, Borrower shall promptly provide Bank with (i) a copy of such applications or registrations, without the exhibits, if
any, thereto, (ii) evidence of the filing of any documents requested by Bank to be filed for Bank to maintain the perfection and priority of its security
interest in such intellectual property rights, and (iii) the date of such filing.

(b) Bank may audit Borrower’s Intellectual Property to confirm compliance with this Section, provided such audit may not occur
more often than twice per year, unless an Event of Default has occurred and is continuing. Bank shall have the right, but not the obligation, to take, at
Borrower’s sole expense, any actions that Borrower is required under this Section to take but which Borrower fails to take, after fifteen (15) days’ notice
to Borrower. Borrower shall reimburse and indemnify Bank for all reasonable costs and reasonable expenses incurred in the reasonable exercise of its
rights under this Section.

6.13 Further Assurances. At any time and from time to time Borrower shall execute and deliver such further instruments and take such
further action as may reasonably be requested by Bank to effect the purposes of this Agreement.
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7. NEGATIVE COVENANTS.

Borrower shall not do any of the following:

7.1 Dispositions. Convey, sell, lease, transfer or otherwise dispose of (collectively, a “Transfer”), or permit any of its Subsidiaries to
Transfer, all or any part of its business or property, other than: (i) Transfers of Inventory in the ordinary course of business; (ii) Transfers of
non-exclusive licenses and similar arrangements for the use of the property of Borrower or its Subsidiaries in the ordinary course of business;
(iii) Transfers of worn-out or obsolete Equipment which was not financed by Bank; or (iv) Transfers consisting of Permitted Liens or Permitted
Investments.

7.2 Change in Business; Change in Control or Executive Office. Engage in any business, or permit any of its Subsidiaries to engage in
any business, other than the businesses currently engaged in by Borrower and any business substantially similar or related thereto (or incidental thereto);
experience a change in a Responsible Officer (without providing written notice to Bank within five (5) Business Days following the departure of any
such Responsible Officer, and temporary or permanent replacement of such Responsible Officer by the Board of Directors of Borrower within sixty
(60) days following the date of such departure), or cease to conduct business in the manner conducted by Borrower as of the Closing Date; or suffer or
permit a Change in Control; or without thirty (30) days prior written notification to Bank, relocate its chief executive office or state of incorporation or
change its legal name; or without Bank’s prior written consent, change the date on which its fiscal year ends.

7.3 Mergers or Acquisitions. Merge or consolidate, or permit any of its Subsidiaries to merge or consolidate, with or into any other
business organization, or acquire, or permit any of its Subsidiaries to acquire, all or substantially all of the capital stock or property of another Person,
except for Permitted Acquisitions.

7.4 Indebtedness. Create, incur, guarantee, assume or be or remain liable with respect to any Indebtedness, or permit any Subsidiary so to
do, other than Permitted Indebtedness.

7.5 Encumbrances. Create, incur, assume or suffer to exist any Lien with respect to any of its property, or assign or otherwise convey any
right to receive income, including the sale of any Accounts, or permit any of its Subsidiaries so to do, except for Permitted Liens, or enter into any
agreement with any Person other than Bank not to grant a security interest in, or otherwise encumber, any of its property, or permit any Subsidiary to do
so.

7.6 Distributions. Pay any dividends or make any other distribution or payment on account of or in redemption, retirement or purchase of
any capital stock, or permit any of its Subsidiaries to do so, except that Borrower may repurchase the stock of former employees pursuant to stock
repurchase agreements as long as an Event of Default does not exist prior to such repurchase or would not exist after giving effect to such repurchase,
and the aggregate amount of such repurchase does not exceed One Hundred Thousand Dollars ($100,000) in any fiscal year.
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7.7 Investments. Directly or indirectly acquire or own, or make any Investment in or to any Person, or permit any of its Subsidiaries so to
do, other than Permitted Investments; or maintain or invest any of its property with a Person other than Bank or permit any of its Subsidiaries to do so
unless such Person has entered into an account control agreement with Bank in form and substance reasonably satisfactory to Bank; or suffer or permit
any Subsidiary to be a party to, or be bound by, an agreement that restricts such Subsidiary from paying dividends or otherwise distributing property to
Borrower.

7.8 Transactions with Affiliates. Directly or indirectly enter into or permit to exist any material transaction with any Affiliate of
Borrower except for transactions that are in the ordinary course of Borrower’s business, upon fair and reasonable terms that are no less favorable to
Borrower than would be obtained in an arm’s length transaction with a non-affiliated Person.

7.9 Subordinated Debt. Make any payment in respect of any Subordinated Debt, or permit any of its Subsidiaries to make any such
payment, except in compliance with the terms of such Subordinated Debt or any subordination agreement entered into with Bank, or amend any
provision contained in any documentation relating to the Subordinated Debt without Bank’s prior written consent.

7.10 Inventory and Equipment. With exception to leased Equipment in the possession of data center vendors in the ordinary course of
business, store the Inventory or the Equipment with a bailee, warehouseman, or other third party unless the third party has been notified of Bank’s
security interest and Bank (a) has received an acknowledgment from the third party that it is holding or will hold the Inventory or Equipment for Bank’s
benefit or (b) is in pledge possession of the warehouse receipt, where negotiable, covering such Inventory or Equipment. Store or maintain any
Equipment or Inventory at a location other than the location set forth in Section 10 of this Agreement.

7.11 Compliance. Become an “investment company” or be controlled by an “investment company,” within the meaning of the Investment
Company Act of 1940, or become principally engaged in, or undertake as one of its important activities, the business of extending credit for the purpose
of purchasing or carrying margin stock, or use the proceeds of any Credit Extension for such purpose. Fail to meet the minimum funding requirements
of ERISA, permit a Reportable Event or Prohibited Transaction, as defined in ERISA, or violate any law or regulation, in each case which could
reasonably be expected to have a Material Adverse Effect, or permit any of its Subsidiaries to do any of the foregoing.

8. EVENTS OF DEFAULT.

Any one or more of the following events shall constitute an Event of Default by Borrower under this Agreement:

8.1 Payment Default. If Borrower fails to pay, when due, any of the Obligations;
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8.2 Covenant Default.

(a) If Borrower fails to perform any obligation under Section 6 (other than Section 6.1) or violates any of the covenants contained in
Section 7 of this Agreement; or

(b) If Borrower fails or neglects to perform or observe any other material term, provision, condition, covenant contained in this
Agreement, in any of the Loan Documents, or in any other present or future agreement between Borrower and Bank and as to any default under such
other term, provision, condition or covenant that can be cured, has failed to cure such default within ten days after Borrower receives notice thereof or
any officer of Borrower becomes aware thereof; provided, however, that if the default cannot by its nature be cured within the ten day period or cannot
after diligent attempts by Borrower be cured within such ten day period, and such default is likely to be cured within a reasonable time, then Borrower
shall have an additional reasonable period (which shall not in any case exceed 30 days) to attempt to cure such default, and within such reasonable time
period the failure to have cured such default shall not be deemed an Event of Default but no Credit Extensions will be made.

8.3 Material Adverse Effect. If there occurs any circumstance or circumstances that could have a Material Adverse Effect;

8.4 Attachment. If any portion of Borrower’s assets is attached, seized, subjected to a writ or distress warrant, or is levied upon, or comes
into the possession of any trustee, receiver or person acting in a similar capacity and such attachment, seizure, writ or distress warrant or levy has not
been removed, discharged or rescinded within ten (10) days, or if Borrower is enjoined, restrained, or in any way prevented by court order from
continuing to conduct all or any material part of its business affairs, or if a judgment or other claim becomes a lien or encumbrance upon any portion of
Borrower’s assets, or if a notice of lien, levy, or assessment is filed of record with respect to any of Borrower’s assets by the United States Government,
or any department, agency, or instrumentality thereof, or by any state, county, municipal, or governmental agency, and the same is not paid within ten
(10) days after Borrower receives notice thereof, provided that none of the foregoing shall constitute an Event of Default where such action or event is
stayed or an adequate bond has been posted pending a good faith contest by Borrower (provided that no Credit Extensions will be required to be made
during such cure period);

8.5 Insolvency. If Borrower becomes insolvent, or if an Insolvency Proceeding is commenced by Borrower, or if an Insolvency
Proceeding is commenced against Borrower and is not dismissed or stayed within forty-five (45) days (provided that no Credit Extensions will be made
prior to the dismissal of such Insolvency Proceeding);

8.6 Other Agreements. If there is a default or other failure to perform in any agreement to which Borrower is a party or by which it is
bound resulting in a right by a third party or parties, whether or not exercised, to accelerate the maturity of any Indebtedness in an amount in excess of
One Hundred Thousand Dollars ($100,000) or which could reasonably be expected to have a Material Adverse Effect;
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8.7 Subordinated Debt. If Borrower makes any payment on account of Subordinated Debt, except to the extent the payment is allowed
under any subordination terms applicable to such Subordinated Debt;

8.8 Judgments. If a judgment or judgments for the payment of money in an amount, individually or in the aggregate, of at least One
Hundred Thousand Dollars ($100,000) shall be rendered against Borrower and shall remain unsatisfied and unstayed for a period of ten (10) days
(provided that no Credit Extensions will be made prior to the satisfaction or stay of such judgment); or

8.9 Misrepresentations. If any material misrepresentation or material misstatement exists now or hereafter in any warranty or
representation set forth herein or in any certificate delivered to Bank by any Responsible Officer pursuant to this Agreement or to induce Bank to enter
into this Agreement or any other Loan Document.

9. BANK’S RIGHTS AND REMEDIES.

9.1 Rights and Remedies. Upon the occurrence and during the continuance of an Event of Default, Bank may, at its election, without
notice of its election and without demand, do any one or more of the following, all of which are authorized by Borrower:

(a) Declare all Obligations, whether evidenced by this Agreement, by any of the other Loan Documents, or otherwise, immediately
due and payable (provided that upon the occurrence of an Event of Default described in Section 8.5, all Obligations shall become immediately due and
payable without any action by Bank);

(b) Cease advancing money or extending credit to or for the benefit of Borrower under this Agreement or under any other agreement
between Borrower and Bank;

(c) Settle or adjust disputes and claims directly with account debtors for amounts, upon terms and in whatever order that Bank
reasonably considers advisable;

(d) Make such payments and do such acts as Bank considers necessary or reasonable to protect its security interest in the Collateral.
Borrower agrees to assemble the Collateral if Bank so requires, and to make the Collateral available to Bank as Bank may designate. Borrower
authorizes Bank to enter the premises where the Collateral is located, to take and maintain possession of the Collateral, or any part of it, and to pay,
purchase, contest, or compromise any encumbrance, charge, or lien which in Bank’s determination appears to be prior or superior to its security interest
and to pay all expenses incurred in connection therewith. With respect to any of Borrower’s owned premises, Borrower hereby grants Bank a license to
enter into possession of such premises and to occupy the same, without charge, in order to exercise any of Bank’s rights or remedies provided herein, at
law, in equity, or otherwise;

(e) In accordance with applicable law, set off and apply to the Obligations any and all (i) balances and deposits of Borrower held by
Bank, or (ii) indebtedness at any time owing to or for the credit or the account of Borrower held by Bank;
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(f) Ship, reclaim, recover, store, finish, maintain, repair, prepare for sale, advertise for sale, and sell (in the manner provided for
herein) the Collateral. Bank is hereby granted a license or other right, solely pursuant to the provisions of this Section 9.1, to use, without charge,
Borrower’s labels, patents, copyrights, rights of use of any name, trade secrets, trade names, trademarks, service marks, and advertising matter, or any
property of a similar nature, as it pertains to the Collateral, in completing production of, advertising for sale, and selling any Collateral and, in
connection with Bank’s exercise of its rights under this Section 9.1, Borrower’s rights under all licenses and all franchise agreements shall inure to
Bank’s benefit;

(g) Dispose of the Collateral by way of one or more contracts or transactions, for cash or on terms, in such manner and at such
places (including Borrower’s premises) as Bank determines is commercially reasonable, and apply any proceeds to the Obligations in whatever manner
or order Bank deems appropriate;

(h) Bank may credit bid and purchase at any public sale;

(i) Exercise all rights and remedies available to Bank under the Loan Documents or at law or equity, including all remedies provided
under the Code (including disposal of the Collateral pursuant to the terms thereof); and

(j) Any deficiency that exists after disposition of the Collateral as provided above will be paid immediately by Borrower.

9.2 Power of Attorney. Effective only upon the occurrence and during the continuance of an Event of Default, Borrower hereby
irrevocably appoints Bank (and any of Bank’s designated officers, or employees) as Borrower’s true and lawful attorney to: (a) send requests for
verification of Accounts or notify account debtors of Bank’s security interest in the Accounts; (b) receive and open all mail addressed to Borrower for
the purpose of collecting the Accounts; (c) notify all account debtors with respect to the Accounts to pay Bank directly; (d) endorse Borrower’s name on
any checks or other forms of payment or security that may come into Bank’s possession; (e) sign Borrower’s name on any invoice or bill of lading
relating to any Account, drafts against account debtors, schedules and assignments of Accounts, verifications of Accounts, and notices to account
debtors; (f) make, settle, and adjust all claims under and decisions with respect to Borrower’s policies of insurance; (g) demand, collect, receive, sue,
and give releases to any account debtor for the monies due or which may become due upon or with respect to the Accounts and to compromise,
prosecute, or defend any action, claim, case or proceeding relating to the Accounts; (h) settle and adjust disputes and claims respecting the accounts
directly with account debtors, for amounts and upon terms which Bank determines to be reasonable; (i) sell, assign, transfer, pledge, compromise,
discharge or otherwise dispose of any Collateral; (j) execute on behalf of Borrower any and all instruments, documents, financing statements and the
like to perfect Bank’s interests in the Accounts and Collections and file, in its sole discretion, one or more financing or continuation statements and
amendments thereto, relative to any of the Collateral; and (k) do all acts and things necessary or expedient, in furtherance of any such purposes. The
appointment of Bank as Borrower’s attorney in fact, and each and every one of Bank’s rights and powers, being coupled with an interest, is irrevocable
until all of the Obligations have been fully repaid and performed and Bank’s obligation to provide Credit Extensions hereunder is terminated.
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9.3 Accounts Collection. In addition to the foregoing, at any time after the occurrence of an Event of Default, Bank may notify any
Person owing funds to Borrower of Bank’s security interest in such funds and verify the amount of such Account. Borrower shall collect all amounts
owing to Borrower for Bank, receive in trust all payments as Bank’s trustee, and immediately deliver such payments to Bank in their original form as
received from the account debtor, with proper endorsements for deposit.

9.4 Bank Expenses. If Borrower fails to pay any amounts or furnish any required proof of payment due to third persons or entities, as
required under the terms of this Agreement, then Bank may do any or all of the following after reasonable notice to Borrower: (a) make payment of the
same or any part thereof to the extent such amounts relate to protecting or maintaining the Collateral; (b) set up such reserves as Bank deems necessary
to protect Bank from the exposure created by such failure; or (c) obtain and maintain insurance policies of the type discussed in Section 6.8 of this
Agreement, and take any action with respect to such policies as Bank deems prudent. Any amounts so paid or deposited by Bank shall constitute Bank
Expenses, shall be immediately due and payable, and shall bear interest at the then applicable rate hereinabove provided, and shall be secured by the
Collateral. Any payments made by Bank shall not constitute an agreement by Bank to make similar payments in the future or a waiver by Bank of any
Event of Default under this Agreement.

9.5 Bank’s Liability for Collateral. So long as Bank complies with reasonable banking practices, Bank shall not in any way or manner be
liable or responsible for: (a) the safekeeping of the Collateral; (b) any loss or damage thereto occurring or arising in any manner or fashion from any
cause; (c) any diminution in the value thereof; or (d) any act or default of any carrier, warehouseman, bailee, forwarding agency, or other person
whomsoever. All risk of loss, damage or destruction of the Collateral shall be borne by Borrower.

9.6 Remedies Cumulative. Bank’s rights and remedies under this Agreement, the Loan Documents, and all other agreements shall be
cumulative. Bank shall have all other rights and remedies not inconsistent herewith as provided under the Code, by law, or in equity. No exercise by
Bank of one right or remedy shall be deemed an election, and no waiver by Bank of any Event of Default on Borrower’s part shall be deemed a
continuing waiver. No delay by Bank shall constitute a waiver, election, or acquiescence by it. No waiver by Bank shall be effective unless made in a
written document signed on behalf of Bank and then shall be effective only in the instance and for the purpose for which it was given.

9.7 Demand; Protest. Borrower waives demand, protest, notice of protest, notice of default or dishonor, notice of payment and
nonpayment, notice of any default, nonpayment at maturity, release, compromise, settlement, extension, or renewal of accounts, documents, instruments,
chattel paper, and guarantees at any time held by Bank on which Borrower may in any way be liable.
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10. NOTICES.

Unless otherwise provided in this Agreement, all notices or demands by any party relating to this Agreement or any other agreement entered into
in connection herewith shall be in writing and (except for financial statements and other informational documents which may be sent by first-class mail,
postage prepaid) shall be personally delivered or sent by a recognized overnight delivery service, certified mail, postage prepaid, return receipt
requested, electronic mail, or by telefacsimile to Borrower or to Bank, as the case may be, at its addresses set forth below:
 

 If to Borrower:  BACKBLAZE, INC.
  500 Ben Franklin Ct.

                                  San Mateo, CA 94401

 If to Bank:  CITY NATIONAL BANK
  150 California Street, 13th Floor San
  Francisco, CA 94111

  
Attn: Raed Alfayoumi, SVP
email: raed.alfayoumi@cnb.com

  CITY NATIONAL BANK
  Attn: Managing Counsel, Credit Unit
  Flower Street, 18th Floor Los
  Angeles, CA 90071

The parties hereto may change the address at which they are to receive notices hereunder, by notice in writing in the foregoing manner given to the
other.

11. CHOICE OF LAW AND VENUE; JURY TRIAL WAIVER; JUDICIAL REFERENCE.

This Agreement and all other Loan Documents (except as otherwise expressly provided in any of the Loan Documents) shall be governed by, and
construed in accordance with, the internal laws of the State of California, without regard to principles of conflicts of law. Each of Borrower and Bank
submits to the jurisdiction of the state and Federal courts located in the County of Los Angeles, State of California. BORROWER AND BANK EACH
HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING
OUT OF ANY OF THE LOAN DOCUMENTS OR ANY OF THE TRANSACTIONS CONTEMPLATED THEREIN, INCLUDING CONTRACT
CLAIMS, TORT CLAIMS, BREACH OF DUTY CLAIMS, AND ALL OTHER COMMON LAW OR STATUTORY CLAIMS.

If the jury waiver set forth in this Section is not enforceable, then any dispute, controversy or claim arising out of or relating to this Agreement,
the Loan Documents or any of the transactions contemplated therein shall be settled by judicial reference pursuant to Code of Civil Procedure
Section 638 et seq. before a referee sitting without a jury, such referee to be mutually acceptable to the parties or, if no agreement is reached, by a referee
appointed by the Presiding Judge of the California Superior Court for Los Angeles County. This Section shall not restrict a party from exercising
remedies under the Code or from exercising pre-judgment remedies under applicable law.
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12. GENERAL PROVISIONS.

12.1 Successors and Assigns. This Agreement shall bind and inure to the benefit of the respective successors and permitted assigns of
each of the parties; provided, however, that neither this Agreement nor any rights hereunder may be assigned by Borrower without Bank’s prior written
consent, which consent may be granted or withheld in Bank’s sole discretion. Bank shall have the right without the consent of or notice to Borrower to
sell, transfer, negotiate, or grant participation in all or any part of, or any interest in, Bank’s obligations, rights and benefits hereunder.

12.2 Indemnification. Borrower shall defend, indemnify and hold harmless Bank and its officers, employees, and agents against: (a) all
obligations, demands, claims, and liabilities claimed or asserted by any other party in connection with the transactions contemplated by this Agreement;
and (b) all losses or Bank Expenses in any way suffered, incurred, or paid by Bank as a result of or in any way arising out of, following, or consequential
to transactions between Bank and Borrower whether under this Agreement, or otherwise (including without limitation reasonable attorneys’ fees and
expenses), in each case except for losses caused by Bank’s gross negligence or willful misconduct.

12.3 Time of Essence. Time is of the essence for the performance of all obligations set forth in this Agreement.

12.4 Severability of Provisions. Each provision of this Agreement shall be severable from every other provision of this Agreement for the
purpose of determining the legal enforceability of any specific provision.

12.5 Amendments in Writing, Integration. Neither this Agreement nor the Loan Documents can be amended or terminated orally. All
prior agreements, understandings, representations, warranties, and negotiations between the parties hereto with respect to the subject matter of this
Agreement and the Loan Documents, if any, are merged into this Agreement and the Loan Documents.

12.6 Counterparts. This Agreement may be executed in any number of counterparts and by different parties on separate counterparts,
each of which, when executed and delivered, shall be deemed to be an original, and all of which, when taken together, shall constitute but one and the
same Agreement. In the event that any signature is delivered by facsimile transmission or by e-mail delivery of a “.pdf” format data file, such signature
shall create a valid and binding obligation of the party executing (or on whose behalf such signature is executed) with the same force and effect as if
such facsimile or “.pdf” signature page were an original thereof. Notwithstanding the foregoing, Borrower shall deliver all original signed documents
requested by Bank no later than ten (10) Business Days following the Closing Date.
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12.7 Survival. All covenants, representations and warranties made in this Agreement shall continue in full force and effect so long as any
Obligations remain outstanding or Bank has any obligation to make Credit Extensions to Borrower. The obligations of Borrower to indemnify Bank with
respect to the expenses, damages, losses, costs and liabilities described in Section 12.2 shall survive until all applicable statute of limitations periods
with respect to actions that may be brought against Bank have run.

12.8 Confidentiality; Disclosure. In handling any confidential information of Borrower or any Subsidiary, Bank and all employees and
agents of Bank, including but not limited to accountants, shall exercise the same degree of care that it exercises with respect to its own proprietary
information of the same types to maintain the confidentiality of any non-public information thereby received or received pursuant to this Agreement
except that disclosure of such information may be made (i) to the subsidiaries or affiliates of Bank in connection with their present or prospective
business relations with Borrower, (ii) so long as such subsidiaries or affiliates comply with the provisions of this Section 12.8, (ii) to prospective
transferees or purchasers of any interest in the loans, provided that they are similarly bound by confidentiality obligations, (iii) as required by law,
regulations, rule or order, subpoena, judicial order or similar order, (iv) as may be required in connection with the examination, audit or similar
investigation of Bank and (v) as Bank may determine in connection with the enforcement of any remedies hereunder. Confidential information
hereunder shall not include information that either: (a) is in the public domain or in the knowledge or possession of Bank when disclosed to Bank, or
becomes part of the public domain after disclosure to Bank through no fault of Bank; or (b) is disclosed to Bank by a third party, provided Bank does not
have actual knowledge that such third party is prohibited from disclosing such information.

12.9 Patriot Act Notice. Bank notifies Borrower that, pursuant to the requirements of the USA Patriot Act, Title III of Pub. L. 107-56
(signed into law on October 26, 2001) (the “Patriot Act”), it is required to obtain, verify and record information that identifies Borrower, which
information includes names and addresses and other information that will allow Bank to identify Borrower in accordance with the Patriot Act.

12.10 Right of Set-Off. Borrower hereby grants to Bank, a lien, security interest and right of setoff as security for all Obligations to Bank,
whether now existing or hereafter arising upon and against all deposits, credits, collateral and property, now or hereafter in the possession, custody,
safekeeping or control of Bank or any entity under the control of Bank (including a Bank subsidiary) or in transit to any of them. At any time after the
occurrence and during the continuance of an Event of Default, without demand or notice, Bank may set off the same or any part thereof and apply the
same to any liability or obligation of Borrower even though unmatured and regardless of the adequacy of any other collateral securing the Obligations.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed as of the date first above written.
 

BACKBLAZE, INC.

By:  /s/ Frank Patchel
Name: Frank P. Patchel
Title: Chief Financial Officer

CITY NATIONAL BANK

By:  /s/ Raed Alfayoumi
Name: Raed Alfayoumi
Title: Senior Vice President



Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

Backblaze, Inc.
San Mateo, California

We hereby consent to the use in the Prospectus constituting a part of this Registration Statement of our report dated May 11, 2021, except for “Stock
Split” paragraph of Note 2, as to which the date is November 2, 2021, relating to the financial statements of Backblaze, Inc., which is contained in that
Prospectus.

We also consent to the reference to us under the caption “Experts” in the Prospectus.

/s/ BDO USA, LLP

San Jose, California
November 2, 2021


