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We	have	identified	the	following	risks	and	uncertainties	that	may	have	a	material	adverse	effect	on	our	business,	financial
condition,	results	of	operations	or	reputation.	The	risks	described	below	are	not	the	only	risks	we	face.	Additional	risks	not
presently	known	to	us	or	that	we	currently	believe	are	not	material	may	also	significantly	affect	our	business,	financial
condition,	results	of	operations	or	reputation.	Our	business	could	be	harmed	by	any	of	these	risks.	In	assessing	these	risks,	you
should	also	refer	to	the	other	information	contained	in	this	Annual	Report,	including	our	consolidated	financial	statements	and
related	notes.	SUMMARY	RISK	FACTORS	Our	business	is	subject	to	numerous	risks	and	uncertainties,	all	of	which	are	more
fully	described	in	the	Risk	Factors	below.	These	risks	include,	but	are	not	limited	to:	•	Our	future	growth	depends	on	our	ability
to	attract	and	retain	end-	users,	and	do	so	in	a	cost-	effective	manner;	•	Our	ability	business	could	be	harmed	if	we	fail	to
manage	our	growth	effectively;	•	Our	ability	We	have	a	history	of	losses	and	we	may	be	unable	to	achieve	profitability	given
our	history	of	losses	;	•	We	rely	Our	reliance	on	our	third-	party	developer	partners	to	continue	to	offer	a	competitive
experience	in	existing	and	new	games	on	our	platform;	•	A	Risks	related	to	the	fact	that	a	limited	number	of	games	account
for	a	substantial	portion	of	our	revenue;	•	We	rely	Our	reliance	on	third-	party	service	providers	including	cloud	computing
services,	payment	processors,	and	infrastructure	service	providers,	and	if	we	cannot	our	ability	to	manage	our	relationships
with	such	providers	or	lose	access	to	such	services	,	our	business,	financial	condition,	results	of	operations	and	prospects	could
be	adversely	affected	;	•	Failure	Our	ability	to	maintain	our	brand	and	reputation	could	harm	our	business,	financial	condition
and	results	of	operations	;	•	The	competitiveness	of	the	broader	entertainment	industry	,	is	highly	competitive	and	the	potential
that	our	existing	and	potential	users	may	be	attracted	to	competing	forms	of	entertainment;	•	Our	Risk	related	to	a	variety	of
U.	S.	and	foreign	laws	which	our	business	is	subject	to	a	variety	of	U.	S.	and	foreign	laws	,	and	which	are	subject	to	change
and	could	adversely	affect	our	business;	•	Failure	Our	ability	to	obtain,	maintain,	protect	or	enforce	our	intellectual	property
rights	could	harm	our	business,	results	of	operations	and	financial	condition	;	•	Risks	related	to	Economic	economic	downturns
and	political	and	market	conditions	beyond	our	control	could	adversely	affect	our	business,	financial	condition	and	results	of
operations	;	•	The	Risk	related	to	the	occurrence	of	a	data	breach	or	other	failure	of	our	cybersecurity;	•	Failure	to	properly
contain	a	global	pandemic	in	a	timely	manner	could	materially	affect	and	any	related	impact	on	how	we	and	our	business
partners	are	operating;	•	Failure	Our	ability	to	timely	and	effectively	remediate	the	material	weaknesses	in	our	internal	controls
over	financial	reporting	or	additional	material	weaknesses	or	other	deficiencies	in	the	future;	and	•	Failure	Our	ability	to
mitigate	the	commercial,	reputational	and	regulatory	risks	to	our	business	that	may	arise	as	a	consequence	of	our	need	to	restate
our	financial	statements.	Risks	Related	to	Our	Business	and	Industry	We	identified	certain	misstatements	to	our	previously
issued	financial	statements	and	have	restated	certain	of	our	Consolidated	Financial	Statements,	which	has	created	additional	risks
and	uncertainties	that	may	have	a	material	adverse	effect	on	our	business,	financial	position	and	results	of	operations.	We	As
discussed	in	the	Explanatory	Note,	in	Note	3,	“	Restatement	of	Previously	Issued	Consolidated	Financial	Statements	”,	and	Note
21,	“	Unaudited	Quarterly	Financial	Data	”,	in	Item	8,	Financial	Statements	and	Supplementary	Data,	Part	II-	Item	7-
Management’	s	Discussion	and	Analysis	of	Financial	Condition	and	Results	of	Operations	and	elsewhere	in	this	Annual	Report,
we	restated	our	previously	issued	Consolidated	Financial	Statements	as	of	and	for	the	years	ended	December	31,	2021	and	2020,
and	the	previously	issued	unaudited	interim	condensed	consolidated	financial	statements	in	2021,	2020	and	the	first	three
quarters	of	2022	and	the	second	quarter	of	2023	.	We	concluded	that	these	previous	periods	should	be	restated	to	correct	;	(i)
an	understatement	of	end-	user	liability,	(ii)	reserves	for	potential	indirect	tax	liabilities,	(iii)	impairment	of	long-	lived	assets,
(iv)	other	adjustments	and	(v)	income	tax	adjustments	related	to	the	aforementioned	errors.	As	a	result	of	these	errors	and	the
restatement,	we	have	become	subject	to	a	number	of	additional	risks	and	uncertainties	and	unanticipated	costs	for	accounting,
legal	and	other	fees	and	expenses.	We	may	become	subject	to	legal	proceedings	brought	by	regulatory	or	governmental
authorities,	or	subject	to	other	legal	proceedings,	as	a	result	of	the	errors	or	the	related	restatement,	which	could	result	in	a	loss
of	investor	confidence	or	other	reputational	harm,	the	loss	of	key	employees,	additional	defense	and	other	costs.	Any	of	the
foregoing	impacts,	individually	or	in	aggregate,	may	have	a	material	adverse	effect	on	our	business,	financial	position	and
results	of	operations.	We	have	identified	material	weaknesses	in	our	internal	control	over	financial	reporting	as	of	December	31,
2021	2022	and	December	31,	2022	2023	.	If	we	are	unable	to	develop	and	maintain	an	effective	system	of	internal	control	over
financial	reporting,	we	may	not	be	able	to	accurately	report	our	financial	results	in	a	timely	manner,	which	may	adversely	affect
investor	confidence	in	us	and	materially	and	adversely	affect	our	business,	operating	results	and	stock	price.	As	discussed	in	Part
II	–	9A,	”	Controls	and	Procedures	”,	of	this	Annual	Report,	our	management	concluded	that	material	weaknesses	existed	as	of
December	31,	2022	2023	.	A	material	weakness	is	a	deficiency,	or	a	combination	of	deficiencies,	in	internal	control	over
financial	reporting	such	that	there	is	a	reasonable	possibility	that	a	material	misstatement	of	our	annual	or	interim	financial
statements	will	not	be	prevented	or	detected	and	corrected	on	a	timely	basis.	Effective	internal	controls	are	necessary	for	us	to
provide	reliable	financial	reports	and	prevent	fraud.	If	we	are	unable	to	maintain	adequate	internal	controls	over	financial
reporting,	our	business	and	operating	results	could	be	harmed.	If	we	are	unable	to	remediate	the	material	weaknesses	timely	and
sufficiently	or	if	we	identify	any	new	material	weaknesses	in	the	future,	our	ability	to	prevent	or	detect	a	misstatement	of	our
accounts	or	disclosures	could	result	in	a	material	misstatement	of	our	annual	or	interim	financial	statements.	In	such	a	case,	we
may	be	unable	to	maintain	compliance	with	securities	law	requirements	regarding	timely	filing	of	periodic	reports	in	addition	to
applicable	stock	exchange	listing	requirements,	investors	may	lose	confidence	in	our	financial	reporting,	our	ability	to	obtain
additional	financing	may	be	impaired	and	our	stock	price	may	decline	as	a	result.	We	could	also	become	subject	to



investigations	or	sanctions	by	the	SEC,	the	stock	exchange	on	which	our	securities	are	listed	or	other	regulatory	authorities.
Likewise,	failure	to	timely	file	our	financial	statements	could	cause	us	to	be	ineligible	to	utilize	short	form	registration
statements,	which	could	impair	our	ability	to	obtain	capital	in	a	timely	fashion	to	execute	our	business	strategies	or	issue	shares
to	effect	an	acquisition.	We	cannot	assure	you	that	the	measures	we	have	taken	to	date,	or	any	measures	we	may	take	in	the
future,	will	be	sufficient	to	avoid	potential	future	material	weaknesses.	Competition	within	the	broader	entertainment	industry	is
intense	and	our	existing	and	potential	users	may	be	attracted	to	competing	forms	of	entertainment	such	as	television,	movies	and
sporting	events,	as	well	as	other	entertainment	and	gaming	options	on	the	Internet	internet	.	If	our	platform	and	games	available
through	our	platform	do	not	continue	to	be	popular,	our	business,	financial	condition,	results	of	operations	and	prospects	would
be	materially	adversely	affected.	We	operate	in	the	global	entertainment	and	gaming	industries	within	the	broader	entertainment
industry.	Our	end-	users	face	a	vast	array	of	entertainment	choices.	Other	forms	of	entertainment,	such	as	television,	movies,
sporting	events	and	casinos,	are	more	well	established	and	may	be	perceived	by	the	users	to	offer	greater	variety,	affordability,
interactivity	and	enjoyment.	We	compete	with	these	other	forms	of	entertainment	for	the	discretionary	time	and	income	of	the
users.	If	we	are	unable	to	sustain	sufficient	interest	in	our	gaming	platform	in	comparison	to	other	forms	of	entertainment,
including	new	forms	of	entertainment,	our	business	model	may	not	continue	to	be	viable.	The	specific	industries	in	which	we
operate	are	characterized	by	dynamic	customer	demand	and	technological	advances,	and	there	is	intense	competition	among
online	gaming	and	entertainment	providers.	A	number	of	established,	well-	financed	companies	producing	online	gaming	games
,	and	/	or	interactive	entertainment	products	and	services	compete	with	our	platform,	and	other	well-	capitalized	companies	may
introduce	competitive	services.	Such	competitors	may	spend	more	money	and	time	on	developing	and	testing	products	and
services,	undertake	more	extensive	marketing	campaigns,	adopt	more	aggressive	pricing	or	promotional	policies,	including	with
third-	party	developers,	or	otherwise	develop	more	commercially	successful	products	or	services	than	ours,	which	could
negatively	impact	our	business.	Our	competitors	may	also	develop	products,	features	or	services	that	are	similar	to	ours	or	that
achieve	greater	market	acceptance.	Such	competitors	may	also	undertake	more	far-	reaching	and	successful	product
development	efforts	or	marketing	campaigns,	or	may	adopt	more	aggressive	pricing	policies	.	Competition	may	be	further
impacted	by	advancements	in	artificial	intelligence,	and	our	ability	to	compete	in	the	future	may	be	dependent,	in	part,
on	our	ability	to	further	develop	artificial	intelligence	into	our	products	and	services	.	Furthermore,	new	competitors	may
enter	the	gaming	industry.	There	has	also	been	considerable	consolidation	among	competitors	in	the	entertainment	and	gaming
industries	and	such	consolidation	and	future	consolidation	could	result	in	the	formation	of	larger	competitors	with	increased
financial	resources	and	altered	cost	structures,	which	may	enable	them	to	offer	more	competitive	products,	gain	a	larger	market
share,	expand	offerings	and	broaden	their	geographic	scope	of	operations.	If	we	are	not	able	to	maintain	or	improve	our	market
share,	or	if	the	offerings	on	our	platform	do	not	continue	to	be	popular,	our	business	could	suffer.	We	rely	on	our	third-	party
developer	partners	to	develop	and	update	all	of	the	game	features	on	our	platform.	The	decision	of	developers	to	remove	the
Skillz	Software	Development	Kit,	or"	SDK"	from	their	games	or	changes	in	the	terms	of	our	commercial	relationship	with	third-
party	developers	could	adversely	impact	our	financial	condition,	results	of	operations	and	prospects.	In	addition,	the	failure	of
developers	to	provide	timely	and	reliable	updates	to	their	games	could	adversely	impact	our	financial	condition,	results	of
operations	and	prospects.	We	rely	on	third-	party	game	developers	to	develop	the	games	that	we	host	on	our	platform.
Accordingly,	our	business	depends	on	our	ability	to	promote,	enter	into	and	maintain	successful	commercial	relationships	with
such	developers.	In	general,	we	rely	on	our	standard	terms	of	service	for	third-	party	developers	which	govern	the	distribution,
operations	and	fee	sharing	arrangements	for	hosting	a	game	on	our	platform.	In	some	cases,	we	rely	on	negotiated	agreements
with	third-	party	developers	that	modify	our	standard	terms	of	service.	Quality	third-	party	game	developers	are	continually	in
high	demand	and	there	can	be	no	assurance	that	the	developers	that	have	developed	games	for	our	platform	historically	will
continue	to	maintain	games	on	our	platform	or	be	willing	to	provide	new	games	for	our	platform	in	the	future.	If	we	are	unable
to	attract	and	maintain	these	third-	party	developer	relationships,	if	the	terms	and	conditions	of	such	commercial	relationships
become	less	favorable	to	Skillz	or	if	a	developer	decides	to	remove	their	games	from	our	platform,	our	results	of	operations	and
prospects	would	suffer.	In	addition,	we	rely	on	our	developer	partners	to	manage	and	maintain	their	games,	including	updating
their	games	to	include	the	latest	version	of	the	Skillz	SDK.	The	failure	of	our	developer	partners	to	provide	timely	and	reliable
updates	could	adversely	impact	our	financial	condition,	results	of	operations	and	prospects.	Our	focus	on	our	third-	party
developers	and	willingness	to	focus	on	the	long	-	term	benefits	of	our	relationships	with	such	developers	may	conflict	with	the
short-	term	interests	of	our	business.	We	believe	our	third-	party	developer	partners	are	essential	to	our	success	and	establishing
mutually	successful	relationships	with	such	developers	serves	the	best	long-	term	interests	of	Skillz	and	our	stockholders.
Therefore,	we	have	made	in	the	past,	and	we	may	make	in	the	future,	significant	investments	or	changes	to	the	terms	of	our
relationships	with	our	developer	partners	that	we	believe	will	benefit	us	in	the	long	term,	even	if	our	decision	has	the	potential	to
negatively	impact	our	operating	results	in	the	short	term.	In	addition,	our	decisions	may	not	result	in	the	long-	term	benefits	that
we	expect,	in	which	case	the	success	of	our	platform,	business,	financial	condition	or	results	of	operations	could	be	harmed.
Historically,	a	limited	number	of	games	have	accounted	for	a	substantial	portion	of	our	revenue.	If	these	games	were	to	become
less	popular	or	be	removed	from	our	platform	and	we	are	unable	to	identify	and	market	suitable	replacements,	our	business	and
prospects	could	suffer.	Historically,	our	top	games	and	related	developers	have	accounted	for	a	substantial	portion	of	our
revenue	earned	from	the	Skillz	platform.	For	the	year	ended	December	31,	2022	2023	,	Solitaire	Cube	and	21	Blitz	(each
developed	by	Tether	Studios,	LLC	(“	Tether	”))	and	Blackout	Bingo	(developed	by	Big	Run	Studios	Inc.	(“	Big	Run	”))
combined	accounted	for	71	70	%	of	our	revenue.	For	the	year	ended	December	31,	2022	2023	,	Tether	accounted	for	39	44	%	of
our	revenue	and	Big	Run	accounted	for	41	36	%	of	our	revenue.	These	games,	and	the	related	developers,	are	subject	to	our
standard	terms	of	service,	which	include,	among	other	things,	developer	exclusivity	for	certain	periods	of	time,	as	modified	by
negotiated	agreements.	The	negotiated	agreements	provide	Skillz	with	the	discretion,	but	not	the	obligation,	to	provide
marketing	support	for	specified	games	and	for	revenue	sharing	with	the	developers	that	is	more	favorable	to	Skillz	than	our



standard	terms.	These	negotiated	agreements	restrict	the	removal	of	the	applicable	games	from	our	platform	for	at	least	12
months	following	termination.	During	the	post-	termination	period,	Skillz	has	the	option,	but	not	the	obligation,	to	host	paid
competitions	for	such	games	on	the	platform.	Consistent	with	our	standard	terms	of	service,	our	agreement	with	Tether	may	be
terminated	by	either	party	on	30	days’	notice.	Our	agreement	with	Big	Run	is	subject	to	termination	by	either	party	on	an	annual
basis	and	by	Skillz	at	any	time	at	its	discretion.	If	these	games	were	to	become	less	popular	or	be	removed	from	our	platform
and	we	are	unable	to	identify	and	market	suitable	replacements,	our	business	and	prospects	could	suffer.	Our	growth	will	depend
on	our	the	ability	to	attract	and	retain	end-	users	who	participate	in	paid-	entry	fee	contests,	and	the	loss	of	such	end-	users,	or
failure	to	attract	new	end-	users	in	a	cost-	effective	manner,	would	adversely	affect	our	business,	financial	condition,	results	of
operations	and	prospects.	Our	business	depends	on	maintaining	a	successful	platform	for	third-	party	developed	games	that	end-
users	will	download	and	pay	entry	fees	to	compete	in.	As	a	result,	our	business	relies	on	our	ability	to	engage	with	players	by
consistently	and	timely	making	available	through	our	platform	games	that	are	engaging,	trustworthy	and	competitive	with
compelling	content,	features	and	events.	The	success	of	the	games	featured	on	our	platform	depends,	in	part,	on	unpredictable
and	volatile	factors	beyond	our	control,	including	consumer	preferences,	competing	games,	new	mobile	platforms	and	the
availability	of	other	entertainment	experiences.	Our	end-	users	have	accounts	in	which	they	make	deposits	and	hold	prior
winnings.	Prior	winnings	represented	more	than	81	%	of	total	paid-	entry	fees	for	the	year	ended	December	31,	2022	2023	.	If
the	games	offered	on	our	platform	do	not	meet	consumer	expectations,	if	they	are	not	marketed	in	a	timely	and	effective	manner,
or	if	end-	users	decide	to	withdraw	prior	winnings	rather	than	apply	such	winnings	as	entry	fees	to	enter	subsequent	paid
contests	on	our	platform	our	revenue	cash	flow	and	financial	performance	will	be	negatively	affected.	End-	user	liability	as	of
December	31,	2022	2023	amounted	to	$	9	6	.	0	6	million	and	is	reflected	on	our	balance	sheet	within	other	current	liabilities.
Typically,	We	may	be	required	to	return	these	funds	are	returned	to	end-	users	if	they	choose	to	withdraw	them	from	their
account.	In	addition	to	the	market	factors	noted	above	and	elsewhere	in	these	risk	factors,	our	ability	to	successfully	attract
games	to	our	platform	and	the	ability	of	such	games	to	achieve	commercial	success	will	depend	on	our	ability	to:	•	achieve
benefits	from	our	player	acquisition	costs;	•	achieve	viral	organic	growth	and	gain	user	interest	in	our	featured	games	through
free	or	paid	channels;	•	adapt	to	changing	player	preferences;	•	adapt	to	new	technologies	and	feature	sets	for	mobile	and	other
devices;	•	attract,	retain	and	motivate	talented	and	experienced	third-	party	game	developers	to	our	platform;	•	partner	with
mobile	platforms	and	obtain	featuring	opportunities;	•	continue	to	adapt	to	an	increasingly	diverse	set	of	mobile	devices,
including	various	operating	systems	and	specifications,	limited	bandwidth,	and	varying	processing	power	and	screen	sizes;	•
achieve	and	maintain	successful	end-	user	engagement;	•	host	games	that	can	build	upon	or	become	franchise	games;	•
accurately	forecast	the	timing	and	expense	of	our	operations,	including	costs	to	secure	and	retain	game	developers	and	end-	user
adoption;	•	minimize	and	quickly	resolve	bugs	or	outages	negatively	impacting	our	platform	or	games	on	our	platform;	and	•
acquire	and	successfully	integrate	high	quality	mobile	game	assets,	personnel	or	companies.	These	and	other	uncertainties	make
it	difficult	to	know	whether	our	platform	will	succeed	in	continuing	to	host	successful	games	and	new	games	and	features	in
accordance	with	our	operating	plan.	If	we	do	not	succeed	in	doing	so,	our	business,	financial	condition,	results	of	operations	and
reputation	will	could	suffer.	It	is	becoming	may	become	increasingly	difficult	and	more	expensive	for	us	to	acquire	players	for
our	games	and	we	may	not	achieve	a	positive	return	on	investment	on	our	user	acquisition	efforts.	It	is	becoming	may	become
increasingly	difficult	and	more	expensive	for	us	to	acquire	players	for	our	games	for	a	variety	of	reasons,	including	the
increasingly	competitive	nature	of	the	mobile	gaming	industry	and	as	well	as	the	proliferation	of	the	other	real	money
gaming	significant	amount	of	time	and	attention	users	are	dedicating	to	competing	entertainment	options	available	for	players	,
including	social	media	and	other	non-	gaming	applications	.	Furthermore,	we	acquire	and	engage	users	primarily	through	digital
ad	networks,	our	game	developers	and	affiliate	partners.	We	use	paid	marketing	channels	to	achieve	our	objectives.	We
optimize	our	marketing	investment	across	all	our	channels	in	order	to	generate	strong	returns	on	our	marketing	spending	.	While
the	COVID-	19	pandemic	initially	resulted	in	a	reduction	in	CPIs	(costs	per	install),	this	effect	was	temporary	and	CPIs	have
reverted	to	at	or	above	historical	norms	.	If	the	number	of	players	who	download	new	title	launches	on	our	platform	does	not
meet	our	expectations,	our	revenue	and	operating	results	will	suffer.	Furthermore,	our	spending	on	user	acquisition	is	designed
so	that	we	will	achieve	a	positive	return	on	investment	–	that	is,	we	expect	that	the	amount	we	spend	to	acquire	users	in	our
games	will	be	less	than	the	revenue	we	ultimately	generate	from	such	acquired	users.	In	order	to	determine	the	expected
revenue	from	acquired	users	who	may	play	our	games	for	multiple	years,	we	often	must	make	certain	assumptions	about	their
projected	spending	behavior,	and	these	assumptions	may	turn	out	to	be	incorrect.	To	the	extent	that	we	do	not	achieve	a	positive
return	on	investment	on	our	user	acquisition	spending,	it	will	negatively	impact	our	operating	results.	If	users	engage	in
criminal,	inappropriate	or	fraudulent	activities	that	seek	to	exploit	our	platform	and	users,	our	ability	to	attract	and	retain
developers	and	users	may	be	harmed,	which	could	have	an	adverse	impact	on	our	reputation,	business,	financial	condition	and
operating	results.	If	we	fail	to	detect	fraud	or	theft,	including	by	end-	users	and	employees,	our	reputation	and	brand	may	suffer,
which	could	negatively	impact	our	business,	financial	condition	and	results	of	operations	and	can	subject	us	to	investigations
and	litigation.	We	have	in	the	past	incurred,	and	may	in	the	future	incur,	losses	from	various	types	of	financial	fraud,	including
use	of	stolen	or	fraudulent	credit	card	data,	claims	of	unauthorized	payments	by	a	user	and	attempted	payments	by	users	with
insufficient	funds.	Bad	actors	use	increasingly	sophisticated	methods	to	engage	in	illegal	activities	involving	personal
information,	such	as	unauthorized	use	of	another	person’	s	identity,	account	information	or	payment	information	and
unauthorized	acquisition	or	use	of	credit	or	debit	card	details,	bank	account	information	and	mobile	phone	numbers	and
accounts.	Under	current	credit	card	practices,	we	may	be	liable	for	use	of	funds	on	our	platform	with	fraudulent	credit	card	data,
even	if	the	associated	financial	institution	approved	the	credit	card	transaction.	Acts	of	fraud	may	involve	various	tactics,
including	collusion.	Successful	exploitation	of	our	systems	could	have	negative	effects	on	our	product	offerings,	services	and
user	experience	and	could	harm	our	reputation.	Failure	to	discover	such	acts	or	schemes	in	a	timely	manner	could	result	in	harm
to	our	operations.	In	addition,	negative	publicity	related	to	such	schemes	could	have	an	adverse	effect	on	our	reputation,



potentially	causing	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	prospects.	In	the
event	of	the	occurrence	of	any	such	issues	with	our	existing	platform	or	product	offerings,	substantial	engineering	and	marketing
resources	and	management	attention	may	be	diverted	from	other	projects	to	correct	these	issues,	which	may	delay	other	projects
and	the	achievement	of	our	strategic	objectives.	Our	failure	to	adequately	detect	or	prevent	fraudulent	transactions	could	harm
our	reputation	or	brand,	result	in	litigation	or	regulatory	action	and	lead	to	expenses	that	could	adversely	affect	our	business,
financial	condition,	results	of	operations	and	prospects.	Further,	unrelated	third	parties	have	developed,	and	may	continue	to
develop,	“	cheating	”	programs	that	enable	players	to	exploit	vulnerabilities	in	the	games	featured	on	our	platform,	play	them	in
an	automated	way,	collude	to	alter	the	outcome	of	such	games	or	obtain	unfair	advantages.	These	programs	and	practices
undermine	the	integrity	of	our	platform	and	harm	the	experiences	of	players	who	play	fairly,	and	may	lead	players	or	third-
party	developers	to	stop	engaging	with	our	platform.	We	devote	significant	resources	to	discover	and	disable	these	cheating
programs	and	activities.	However,	if	we	are	unable	to	do	so	in	a	timely	and	effective	manner,	our	operations	may	be	disrupted
and	our	reputation	may	be	damaged.	These	cheating	programs	could	result	in	lost	revenue	from	paid	competitions,	disrupt	our
in-	game	economies,	divert	time	from	our	personnel,	increase	costs	of	developing	technological	measures	to	combat	these
programs	and	activities,	increase	our	customer	service	costs	needed	to	respond	to	dissatisfied	players,	and	lead	to	legal	claims.
This	type	of	activity	may	subject	us	to	liability	and	negative	publicity,	which	would	increase	our	operating	costs	and	adversely
affect	our	business,	financial	condition,	operating	results,	reputation	and	future	prospects.	Maintaining	and	enhancing	our	brand
and	reputation	is	critical	to	our	business	prospects.	Failure	to	maintain	or	grow	our	brand	and	reputation	could	harm	our
business,	financial	condition	and	results	of	operations.	We	believe	that	our	brand,	identity	and	reputation	have	significantly
contributed	to	the	success	of	our	business.	We	also	believe	that	maintaining	and	enhancing	the	“	Skillz	”	brand	and	reputation	is
critical	to	retaining	and	growing	our	third-	party	developer	and	user	base.	We	strive	to	establish	and	maintain	our	brand	by
obtaining	trademark	rights.	However,	if	our	trademarks	or	trade	names	are	not	adequately	protected,	we	may	not	be	able	to	build
name	recognition	in	our	markets	of	interest	and	our	competitive	position,	business,	financial	condition	or	results	of	operations
may	be	harmed.	Maintaining	and	enhancing	our	brand	and	reputation	also	depends	largely	on	our	continued	ability	to	provide,
through	our	platform,	high-	quality,	relevant,	reliable	and	trustworthy	games	developed	by	our	third-	party	partners,	which	may
require	substantial	investment,	may	not	be	successful,	and	may	contain	errors,	bugs,	flaws,	corrupted	data,	effects	and	other
vulnerabilities	that	could	adversely	affect	our	users’	gaming	experience,	violate	applicable	security	standards	or	cause	users	to
stop	using	our	platform,	any	of	which	could	harm	our	reputation.	We	may	also	need	to	introduce	new	products	or	services	that
require	developers	or	users	to	agree	to	new	terms	of	service	that	they	do	not	like,	which	may	cause	them	to	stop	using	our
platform,	which	may	negatively	affect	our	brand	and	reputation.	Our	brand	and	reputation	may	also	be	negatively	affected	by
the	actions	of	users	acting	under	false	or	unauthentic	identities	and	by	the	use	of	our	platform	for	illicit,	illegal	or	objectionable
ends.	We	may	also	fail	to	respond	expeditiously	to	the	illicit	efforts	of	third	parties	to	gain	an	unfair	advantage	in	games	through
cheating	or	other	fraudulent	activity	or	to	otherwise	address	developer	or	user	concerns,	which	could	erode	confidence	in	our
brand	and	platform	and	damage	our	reputation.	Any	governmental	or	regulatory	inquiry,	investigation	or	action,	including	based
on	the	appearance	of	illegal,	illicit	or	objectionable	activity	or	content	on	our	platform,	our	business	practices,	or	our	failure	to
comply	with	laws	and	regulations,	could	damage	our	brand	and	reputation,	regardless	of	the	outcome.	We	have	experienced,	and
expect	to	continue	to	experience,	media,	legislative,	governmental,	regulatory,	investor	and	other	third-	party	scrutiny	of	our
business	decisions.	Any	scrutiny,	inquiry	,	investigation	or	action,	including	regarding	the	quality	and	trustworthiness	of	the
games	featured	on	our	platform,	data	privacy,	copyright,	employment	or	other	practices,	workplace	culture,	product	changes,
service	quality,	litigation	or	regulatory	action	or	regarding	the	actions	of	our	employees,	may	harm	our	brand	and	reputation.
Economic	downturns	and	political	and	market	conditions	beyond	our	control	could	adversely	affect	our	business,	financial
condition,	results	of	operations	and	prospects.	Unfavorable	economic	conditions	have	had,	and	may	continue	to	have,	far-
reaching	adverse	consequences	across	many	industries,	including	the	global	entertainment	and	gaming	industries,	which	may
adversely	affect	our	financial	condition,	results	of	operations	and	prospects.	In	addition,	changes	in	the	general	market,
economic	and	political	conditions	in	domestic	and	foreign	economies	or	financial	markets,	including	fluctuation	in	stock
markets	resulting	from,	among	other	things,	trends	in	the	economy	as	a	whole	may	reduce	users’	disposable	income.	Political
instability	or	adverse	political	developments	could	also	harm	our	business,	financial	condition	and	results	of	operations	.	For
example,	the	military	conflict	between	Russia	and	Ukraine,	the	conflict	in	Israel	and	Gaza	and	the	conflict	in	the	Red
Sea	Region	and	any	business	interruptions	or	other	spillover	effects	from	such	conflicts	could	adversely	affect	our
operations.	Additionally,	it	is	possible	that	the	Russia-	Ukraine	conflict,	the	conflict	in	Israel	and	Gaza	and	the	conflict	in
the	Red	Sea	Region	may	escalate	or	expand,	and	the	scope,	extent	and	duration	of	the	military	action,	current	or	future
sanctions	and	resulting	market	and	geopolitical	disruptions	could	be	significant.	While	to	date	these	sanctions	and	export
controls	have	not	had	a	material	impact	on	our	business,	it	is	possible	that	these	measures,	as	well	as	any	countervailing
responses	from	Russia,	could	adversely	affect	us	and	/	or	our	supply	chain,	business	partners	or	customers	.	Further,	our
games	and	contests	may	be	considered	discretionary	items	for	users.	Factors	affecting	the	level	of	consumer	spending	for	such
discretionary	items	include	general	economic	conditions,	and	other	factors,	such	as	consumer	confidence	in	future	economic
conditions,	fears	of	recession,	the	availability	and	cost	of	consumer	credit,	levels	of	unemployment,	tax	rates,	interest	rates,	and
inflationary	pressure.	In	recent	years,	the	United	States	and	other	significant	economic	markets	have	experienced	cyclical
downturns	and	worldwide	economic	conditions	remain	uncertain.	As	global	economic	conditions	continue	to	be	volatile	or
economic	uncertainty	remains,	trends	in	consumer	discretionary	spending	also	remain	unpredictable	and	subject	to	reductions.
Our	operations	and	business	have	been	affected	by	the	COVID-	19	pandemic	and	may	be	materially	and	adversely	impacted	by
future	pandemics,	epidemics	and	other	health	emergencies.	The	Company	faces	risks	related	to	health	epidemics	and	other
outbreaks	of	communicable	diseases,	which	could	significantly	disrupt	operations	and	may	materially	and	adversely	affect	its
business,	financial	conditions	and	results	of	operations	.	The	global	COVID-	19	pandemic,	the	measures	attempted	to	contain



and	mitigate	the	effects	of	the	virus,	including	travel	bans	and	restrictions,	shelter-	in-	place,	quarantine	and	other	similar
governmental	orders	and	restrictions	on	trade	put	in	place	around	the	world	have	caused	widespread	disruption	in	global
economies,	productivity	and	financial	markets	and	have	materially	altered	the	way	in	which	we	conduct	our	day-	to-	day
business.	The	governments	in	many	of	the	jurisdictions	in	which	we	operate	implemented	restrictive	measures	such	as	travel
bans,	quarantine	and	self-	isolation	at	various	times	during	the	pandemic	and	may	do	so	again	in	the	future	.	The	full	extent	to
which	pandemics	and	epidemics	may	impact	our	business,	operations	and	financial	results	will	depend	on	numerous	factors	that
we	may	not	be	able	to	accurately	predict,	including:	the	duration	and	scope	of	the	pandemic	or	epidemic,	including	any	potential
future	waves	of	the	pandemic	or	epidemic;	governmental,	business	and	individuals’	actions	that	have	been	and	will	be	taken	in
the	future	in	response	to	such	pandemic	or	epidemic;	the	effect	on	players	and	their	willingness	and	ability	to	pay	entry	fees	for
the	games	on	our	platform;	the	effect	on	our	third	party	developers	and	their	willingness	and	ability	to	engage	with	our	services
and	our	platform;	disruptions	or	restrictions	on	our	employees’	ability	to	work	and	travel;	and	interruptions	related	to	our	cloud
networking	and	platform	infrastructure	and	partners,	and	developer	and	user	service	and	support	providers.	If	we	are	not	able	to
respond	to	and	manage	the	impact	of	such	events	effectively,	our	business	may	be	harmed.	While	substantially	all	of	our
business	operations	can	be	performed	remotely	in	the	case	of	a	pandemic	or	epidemic,	in	the	past,	many	of	our	employees
would	be	required	to	juggled	-	juggle	additional	work-	related	and	personal	challenges,	including	adjusting	communication	and
work	practices	to	collaborate	remotely	with	work	colleagues	and	business	partners,	managing	technical	and	communication
challenges	of	working	from	home	on	a	daily	basis,	looking	after	children	as	a	result	of	remote-	learning	and	school	closures,
making	plans	for	childcare	and	caring	for	themselves,	family	members	or	other	dependents	who	are	or	may	become	ill	which
have	impacted	and	may	impact	in	the	future,	our	business	and	operations.	While	a	pandemic	or	epidemic	may	lead	to	increased
player	engagement	with	the	games	on	our	platform	relative	to	historic	trends,	these	increases	in	player	activity	may	not	be
indicative	of	our	financial	and	operating	results	in	future	periods.	Our	business	model	depends	upon	the	proliferation	of	mobile
devices,	the	continued	compatibility	between	the	games	featured	on	our	platform	and	major	mobile	gaming	operating	systems
and	upon	third-	party	platforms	for	the	distribution	of	such	games.	If	such	third	parties	interfere	with	the	distribution	of	our
products	or	offerings,	or	if	our	expectations	with	respect	to	mobile	devices	and	our	compatibility	with	third	party	operating
systems	are	incorrect,	our	business,	financial	condition,	results	of	operations	and	prospects	would	be	adversely	affected.	The
number	of	people	using	mobile	Internet	internet	-	enabled	devices	has	increased	dramatically	over	time	and	we	expect	that	this
trend	will	continue.	However,	the	mobile	market,	particularly	the	market	for	mobile	games,	may	not	grow	in	the	way	we
anticipate.	Our	future	success	is	substantially	dependent	upon	the	continued	growth	of	the	market	for	mobile	games.	In	addition,
we	do	not	currently	offer	our	games	on	all	mobile	devices.	If	the	mobile	devices	on	which	our	games	are	available	decline	in
popularity	or	become	obsolete	faster	than	anticipated,	we	could	experience	a	decline	in	revenue	and	Gross	Marketplace	Volume
(“	GMV	”)	and	may	not	achieve	the	anticipated	return	on	our	development	efforts.	Any	such	decline	in	the	growth	of	the	mobile
market	or	in	the	use	of	mobile	devices	for	games	could	harm	our	business,	financial	condition,	results	of	operations	and
prospects.	The	substantial	majority	of	users	access	the	games	featured	on	our	platform	through	the	direct	download	on	their
mobile	devices	of	apps	developed	by	our	developer	partners.	Our	business	model	depends	upon	the	continued	compatibility
between	these	apps	and	the	major	mobile	operating	systems,	technologies,	networks	and	standards	that	we	do	not	control,	such
as	the	Android	and	iOS	operating	systems,	and	any	changes,	bugs,	security,	technical	or	regulatory	issues	in	such	systems,
changes	to	our	relationships	with	mobile	manufacturers	or	carriers,	or	in	their	terms	of	service	or	policies	that	degrade	our
offerings’	functionality,	reduce	or	eliminate	our	ability	to	distribute	our	offerings,	give	preferential	treatment	to	competitive
products,	limit	our	ability	to	deliver	high	quality	offerings,	or	impose	fees	or	other	charges	related	to	delivering	our	offerings,
could	adversely	affect	our	product	usage	and	monetization	on	mobile	devices.	Third	parties	with	whom	we	do	not	have	any
formal	relationships	control	the	design	of	mobile	devices	and	operating	systems.	These	parties	frequently	introduce	new
devices,	and	from	time	to	time	they	may	introduce	new	operating	systems	or	modify	existing	ones.	Network	carriers	may	also
impact	the	ability	of	users	to	download	apps	or	access	specified	content	on	mobile	devices.	In	addition,	we	rely	upon	third-	party
platforms,	such	as	the	Apple	App	Store,	for	distribution	of	the	games	featured	on	our	platform.	The	promotion,	distribution	and
operation	of	apps	are	subject	to	the	respective	distribution	platforms’	standard	terms	and	policies	for	application	developers,
which	are	very	broad	and	subject	to	frequent	changes	and	differing	interpretations.	Furthermore,	the	distribution	platforms	may
not	enforce	their	standard	terms	and	policies	for	application	developers	consistently	and	uniformly	across	all	applications	and
with	all	publishers.	A	platform	provider	may	also	change	its	fee	structure,	add	fees	associated	with	access	to	and	use	of	its
platform	and	alter	how	developers	and	publishers	are	able	to	advertise	on	the	platform.	Such	terms	and	policy	changes	may
decrease	the	visibility	or	availability	of	the	games	featured	on	our	platform,	which	could	adversely	affect	our	business,	financial
condition	or	results	of	operations.	In	addition,	we	may	be	subject	to	changes	in	the	policies	or	structures	of	online	platforms	for
purchase	and	download	mobile	applications	that	may	negatively	impact	the	number	of	organic	downloads	of	our	games.	If	the
growth	of	high-	bandwidth	capabilities,	particularly	for	mobile	devices,	is	slower	than	we	expect,	end-	user	growth,	retention,
and	engagement	may	be	seriously	harmed.	Additionally,	to	deliver	high-	quality	content	over	mobile	cellular	networks,	the
games	offered	through	our	platform	must	work	well	with	a	range	of	mobile	technologies,	systems,	networks,	regulations,	and
standards	that	we	do	not	control.	In	addition,	the	adoption	of	any	laws	or	regulations	that	adversely	affect	the	growth,	popularity,
or	use	of	the	Internet,	including	laws	governing	Internet	neutrality,	could	decrease	the	demand	for	our	platform	and	increase	our
cost	of	doing	business.	Specifically,	any	laws	that	would	allow	mobile	providers	in	the	United	States	or	abroad	to	impede	access
to	content,	or	otherwise	discriminate	against	our	content,	such	as	providing	for	faster	or	better	access	to	our	competitors,	over
their	data	networks,	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and
prospects.	We	rely	on	information	technology	(“	IT	”)	and	other	systems	and	platforms,	and	any	failures,	errors,	defects	or
disruptions	in	our	or	our	vendors’	or	other	partners’	systems	or	platforms	could	diminish	our	brand	and	reputation,	subject	us	to
liability,	disrupt	our	business,	affect	our	ability	to	scale	our	technical	infrastructure	and	adversely	affect	our	business,	financial



condition,	operating	results	and	growth	prospects.	Our	technology	infrastructure	is	critical	to	the	performance	of	our	platform
and	offerings	and	to	the	satisfaction	of	our	developer	partners	and	users.	We	devote	significant	resources	to	network	and	data
security	to	protect	our	systems	and	data	,	including	resources	devoted	to	the	rapid	evolution	and	increased	adoption	of
artificial	intelligence	technologies	and	especially	as	we	continue	to	operate	under	a	hybrid	working	model	under	which
employees	can	work	and	access	our	technology	infrastructure	remotely	.	However,	cybersecurity	attacks	incidents	,
including	breaches,	computer	malware,	computer	hacking	and	insider	threats	have	become	more	prevalent	in	our	industry,	and
our	systems	may	not	be	adequately	designed	with	the	necessary	reliability	and	redundancy	to	avoid	performance	delays	or
outages	that	could	be	harmful	to	our	business.	We	cannot	assure	you	that	the	measures	we	take	to	prevent	or	hinder
cybersecurity	incidents	cyber-	attacks	,	protect	our	systems,	data	and	user	information	and	to	prevent	outages,	data	or
information	loss,	fraud	and	to	prevent	or	detect	security	breaches,	including	a	disaster	recovery	strategy	for	server	and
equipment	failure	and	back-	office	systems	and	the	use	of	third	parties	for	certain	cybersecurity	services,	will	provide	sufficient
security.	Any	cybersecurity	breach	caused	by	hacking,	which	involves	efforts	to	gain	unauthorized	access	to	information	or
systems,	or	to	cause	intentional	malfunctions,	loss	or	corruption	of	data,	software,	hardware	or	other	computer	equipment,	or	the
inadvertent	transmission	of	computer	viruses	or	other	unauthorized	access	to	our	systems	caused	by	employee	error,
malfeasance	or	other	disruptions	could	adversely	affect	our	business,	financial	condition,	results	of	operations	or	reputation	and
could	result	in	legal	claims	or	proceedings,	liability	under	laws	that	protect	the	privacy	of	personal	information,	and	regulatory
penalties,	disruption	of	our	operations	and	the	services	we	provide	to	users.	We	have	experienced	and	will	continue	to
experience	hacking	attacks	of	varying	degrees	from	time	to	time.	Because	of	our	prominence	in	the	gaming	industry,	we	believe
we	are	a	particularly	attractive	target	for	hackers.	Additionally,	rapidly	evolving	technology	and	capabilities	(including
artificial	intelligence)	,	evolving	changes	in	the	sources,	capabilities	and	targets	for	cybersecurity	attacks,	as	well	as	the
increasing	sophistication	of	cyber	criminals	increase	the	risk	of	material	data	compromise	or	business	disruption.	Our	vendors
and	other	third	parties	with	whom	we	do	business	with	,	such	as	our	developer	partners,	are	also	subject	to	the	foregoing	risks,
and	we	do	not	have	any	control	over	them.	We	have	experienced,	and	we	may	in	the	future	experience,	system	disruptions,
outages	and	other	performance	problems	due	to	a	variety	of	factors,	including	infrastructure	changes,	human	or	software	errors
and	capacity	constraints.	Such	disruptions	have	not	had	a	material	impact,	individually	or	in	the	aggregate	to	date;	however,
future	disruptions	from	unauthorized	access	to,	fraudulent	manipulation	of,	or	tampering	with	our	computer	systems	and
technological	infrastructure,	or	those	of	third	parties,	could	result	in	a	wide	range	of	negative	outcomes,	including	violations	of
applicable	privacy	laws	which	can	result	in	significant	fines,	governmental	investigations	and	enforcement	actions,	legal	and
financial	exposure,	contractual	liability	and	damage	to	our	reputation,	each	of	which	could	materially	adversely	affect	our
business,	financial	condition,	results	of	operations,	reputation	and	prospects.	Additionally,	the	games	offered	through	our
platform	may	contain	errors,	bugs,	flaws	or	corrupted	data,	and	these	defects	may	only	become	apparent	after	their	launch.	If	a
particular	game	is	unavailable	when	users	attempt	to	play	it	or	navigation	through	our	platform	is	slower	than	they	expect,	users
may	be	unable	to	properly	engage	in	the	games	we	host.	Furthermore,	programming	errors,	defects	and	data	corruption	could
disrupt	our	operations,	adversely	affect	the	experience	of	end-	users,	harm	our	reputation,	cause	end-	users	to	stop	utilizing	our
platforms,	divert	our	resources	and	delay	market	acceptance	of	our	offerings,	any	of	which	could	result	in	legal	liability	to	us	or
harm	our	business,	financial	condition,	results	of	operations	and	prospects.	If	our	developer	and	the	end-	user	base	and
engagement	continue	to	grow,	and	the	amount	and	types	of	games	offered	through	our	platform	continue	to	grow	and	evolve,	we
will	need	an	increasing	amount	of	technical	infrastructure,	including	network	capacity	and	computing	power,	to	continue	to
satisfy	end-	users’	needs.	Such	infrastructure	expansion	may	be	complex,	and	unanticipated	delays	in	completing	these	projects
or	availability	of	components	may	lead	to	increased	project	costs,	operational	inefficiencies,	or	interruptions	in	the	delivery	or
degradation	of	the	quality	of	our	platform.	In	addition,	there	may	be	issues	related	to	this	infrastructure	that	are	not	identified
during	the	testing	phases	of	design	and	implementation,	which	may	only	become	evident	after	we	have	started	to	fully	use	the
underlying	equipment	or	software,	that	could	further	degrade	the	user	experience	or	increase	our	costs.	As	such,	we	could	fail	to
continue	to	effectively	scale	and	grow	our	technical	infrastructure	to	accommodate	increased	demands.	In	addition,	our	business
may	be	subject	to	interruptions,	delays	or	failures	resulting	from	adverse	weather	conditions,	other	natural	disasters,	power	loss,
terrorism,	cyber-	attacks,	public	health	emergencies	or	other	catastrophic	events.	We	believe	that	if	our	third-	party	developers
or	users	have	a	negative	experience	with	our	platform	or	services,	or	if	our	brand	or	reputation	is	negatively	affected,	developers
and	users	may	be	less	inclined	to	continue	or	to	engage	with	our	platform.	As	such,	a	failure	or	significant	interruption	in	our
service	would	harm	our	reputation,	business	and	operating	results.	In	addition,	as	we	expand	our	business	and	acquire	more
users,	it	is	important	that	we	continue	to	maintain	a	high	level	of	customer	service	and	satisfaction.	As	our	paying	user	base
continues	to	grow,	we	will	need	to	expand	our	customer	service	and	personnel,	which	will	require	more	complex	management
and	systems.	If	we	are	not	able	to	continue	to	provide	high	levels	of	customer	service,	we	may	lose	acquired	users.	Our	business
is	subject	to	a	variety	of	U.	S.	and	foreign	laws,	many	of	which	are	unsettled	and	still	developing	and	which	could	subject	us	to
claims	or	otherwise	harm	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Any	change	in	existing
laws,	or	their	interpretation,	or	the	regulatory	climate	applicable	to	our	platform	and	services,	or	changes	in	tax	laws	or
interpretation	thereof	related	to	our	platform	and	services,	could	adversely	impact	our	ability	to	operate	our	business	as	currently
conducted	or	as	we	seek	to	operate	in	the	future,	which	could	have	a	material	adverse	effect	on	our	business,	financial	condition,
results	of	operations	and	growth	prospects.	We	are	subject	to	a	variety	of	laws	in	the	U.	S.	and	abroad	that	affect	our	business,
including	state	and	federal	laws	regarding	skill-	based	gaming,	consumer	protection,	electronic	marketing,	data	protection	and
privacy,	competition,	taxation,	intellectual	property,	export	and	national	security,	which	are	continuously	evolving	and
developing.	The	scope	and	interpretation	of	the	laws	that	are	or	may	be	applicable	to	us	are	often	uncertain	and	may	be
conflicting,	particularly	outside	the	U.	S.	In	2022,	the	Australian	Taxation	Office	completed	a	comprehensive	review	of	the
Company’	s	tax	obligations	and	determined	the	Company	was	required	to	register	for	the	Goods	and	Service	Tax	in	Australia.



The	Company	then	conducted	a	review	of	other	foreign	jurisdictions	and	determined	it	was	liable	for	indirect	taxation	in	various
countries.	See	Note	12	10	,	Commitments	and	Contingencies,	for	further	details.	There	is	a	risk	that	existing	or	future	laws	may
be	interpreted	in	a	manner	that	is	not	consistent	with	our	current	practices,	and	could	have	an	adverse	effect	on	our	business,
financial	condition,	results	of	operations	and	growth	prospects.	It	is	also	likely	that	as	our	business	grows	and	evolves,
particularly	if	we	expand	to	other	countries,	we	will	become	subject	to	laws	in	additional	jurisdictions	or	other	jurisdictions	may
claim	that	we	are	required	to	comply	with	their	laws.	State	and	federal	laws	in	the	U.	S.	distinguish	between	games	of	skill	and
games	of	chance.	We	only	enable	games	for	paid	entry-	fee	contests	in	states	in	which	skill-	based	gaming	is	permitted	and	not
required	to	be	licensed	as	gambling	under	applicable	state	law.	As	of	December	31,	2022	2023	,	we	are	permitted	to	operated	-
operate	skills-	based	gaming	in	45	states	and	the	District	of	Columbia	,	covering	approximately	90	%	of	the	U.	S.	population	.
We	use	proprietary	algorithms	and	data	science	tools	designed	to	ensure	that	the	degree	of	skill	involved	in	affecting	the
outcome	of	a	contest	is	sufficient	to	comply	with	applicable	state	laws.	The	scope	and	interpretation	of	the	laws	that	are	or	may
be	applicable	to	the	determination	as	to	whether	a	contest	is	skill-	based,	and	therefore	beyond	the	scope	of	a	state’	s	gambling
laws	and	licensing	requirements,	are	subject	to	interpretation	and	evolving.	There	is	a	risk	that	existing	or	future	laws	in	the
states	in	which	we	operate	may	be	interpreted	in	a	manner	that	is	not	consistent	with	our	current	practices,	and	could	have	an
adverse	impact	on	our	business	and	prospects.	Additionally,	existing	and	future	laws	that	permit	skill-	based	gaming	may	be
accompanied	in	the	future	by	restrictions,	licensing	requirements	or	taxes	that	make	it	impractical	or	less	feasible	to	operate	in
these	jurisdictions.	It	is	possible	that	a	number	of	laws	may	be	adopted	or	construed	to	apply	to	us	that	could	restrict	the	online
and	mobile	gaming	industries,	including	player	privacy,	taxation,	content	suitability,	copyright,	distribution	and	antitrust.
Furthermore,	the	growth	and	development	of	electronic	commerce	may	prompt	calls	for	more	stringent	consumer	protection
laws	that	may	impose	additional	burdens	on	companies	such	as	ours	conducting	business	through	the	Internet	and	mobile
devices.	We	anticipate	that	scrutiny	and	regulation	of	our	industry	will	increase	and	we	will	be	required	to	devote	legal	and	other
resources	to	addressing	such	regulation.	For	example,	existing	laws	or	new	laws	regarding	the	marketing	of	in-	app	purchases,	or
regulation	of	currency,	banking	institutions,	unclaimed	property	or	money	transmission	may	be	interpreted	to	cover	the	games
and	contests	featured	on	our	platform	and	the	entry	fees	paid	in	respect	of	such	contests.	If	that	were	to	occur	,	we	may	be
required	to	seek	licenses,	authorizations	or	approvals	from	relevant	regulators,	the	granting	of	which	may	be	dependent	on	us
meeting	certain	capital	and	other	requirements	and	we	may	become	subject	to	additional	regulation	and	oversight,	all	of	which
could	be	time	consuming	and	significantly	increase	our	operating	costs.	Any	delays	in	obtaining	or	difficulty	in	maintaining
regulatory	approvals	needed	for	expansion	within	existing	jurisdictions	or	into	new	jurisdictions	may	negatively	affect	our
opportunities	for	growth,	including	the	growth	of	our	customer	base,	or	delay	our	ability	to	recognize	revenue	from	our	offerings
in	any	such	jurisdictions.	Regulatory	authorities	may	have	broad	powers	with	respect	to	the	regulation	and	licensing	of	skill-
based	gaming	operations	and	may	revoke,	suspend,	condition	or	limit	such	licenses,	impose	substantial	fines	on	us	or	take	other
actions,	any	one	of	which	could	have	a	material	adverse	effect	on	our	business.	We	will	strive	to	comply	with	all	applicable	laws
and	regulations	relating	to	our	business.	It	is	possible,	however,	that	these	requirements	may	be	interpreted	and	applied	in	a
manner	that	is	inconsistent	from	one	jurisdiction	to	another	and	may	conflict	with	other	rules.	Non-	compliance	with	any	such
law	or	regulations	could	expose	us	to	claims,	proceedings,	litigation	and	investigations	by	private	parties	and	regulatory
authorities,	as	well	as	substantial	fines	and	negative	publicity,	each	of	which	may	materially	and	adversely	affect	our	business,
financial	condition,	results	of	operations,	growth	prospects	and	reputation.	Governmental	authorities	could	view	us	as	having
violated	applicable	laws,	despite	our	efforts	to	comply.	There	is	also	a	risk	that	civil	and	criminal	proceedings,	including	class
actions	brought	by	or	on	behalf	of	prosecutors	or	public	entities	or	incumbent	providers	of	entertainment	and	gaming	services,	or
private	individuals,	could	be	initiated	against	us,	Internet	service	providers,	credit	card	and	other	payment	processors,	advertisers
and	others	involved	in	the	skill-	based	gaming	industries.	Such	potential	proceedings	could	involve	substantial	litigation
expense,	penalties,	fines,	seizure	of	assets,	injunctions	or	other	restrictions	being	imposed	upon	us	or	our	business	partners,
while	diverting	the	attention	of	key	executives.	Such	proceedings	could	have	a	material	adverse	effect	on	our	business,	financial
condition,	results	of	operations	and	prospects,	as	well	as	impact	our	reputation.	There	can	be	no	assurance	that	legally
enforceable	legislation	will	not	be	proposed	and	passed	in	jurisdictions	relevant	or	potentially	relevant	to	our	business	to
prohibit,	restrict,	or	regulate	various	aspects	of	the	skill-	based	gaming	industry	(or	that	existing	laws	in	those	jurisdictions	will
not	be	interpreted	negatively	by	governmental	authorities).	Compliance	with	any	such	legislation	may	have	a	material	adverse
effect	on	our	business,	financial	condition	results	of	operations	and	prospects,	either	as	a	result	of	our	determination	that	a
jurisdiction	should	be	blocked,	or	because	a	local	license	or	approval	may	be	costly	for	us	or	our	business	partners	to	obtain	and
/	or	such	licenses	or	approvals	may	contain	other	commercially	undesirable	conditions.	Changes	in	tax	laws	or	tax	rulings	could
materially	affect	our	effective	tax	rates,	financial	position	and	results	of	operations.	The	tax	regimes	we	are	subject	to	or	operate
under	are	unsettled	and	may	be	subject	to	significant	change.	In	the	course	of	our	business,	there	will	be	many	transactions	and
calculations	where	the	ultimate	tax	determination	is	uncertain.	Changes	in	tax	laws	or	tax	rulings,	or	changes	in	interpretations
of	existing	laws,	could	cause	us	to	be	subject	to	additional	income-	based	taxes	and	non-	income	taxes	(such	as	payroll,	sales,
use,	value-	added,	digital	tax,	net	worth,	property,	and	goods	and	services	taxes),	which	in	turn	could	materially	affect	our
financial	position	and	results	of	operations.	In	December	2017,	the	U.	S.	federal	government	enacted	the	Tax	Cuts	and	Jobs	Act
(“	2017	Tax	Act	”).	The	2017	Tax	Act	significantly	changed	the	existing	U.	S.	corporate	income	tax	laws	by,	among	other
things,	lowering	the	corporate	tax	rate,	implementing	a	partially	territorial	tax	system,	and	imposing	a	one-	time	deemed
repatriation	toll	tax	on	cumulative	undistributed	foreign	earnings.	There	is	no	guarantee	that	the	tax	regime	to	which	we	are
subject	in	the	U.	S.	and	abroad	will	not	change	to	our	detriment.	In	addition,	from	time	to	time,	various	legislators	and	other
government	officials	have	proposed	and	adopted	changes	in	tax	laws,	or	in	the	administration	or	interpretation	of	such	laws,
affecting	the	gaming	industry.	For	example,	many	countries	in	the	European	Union,	as	well	as	a	number	of	other	countries	and
organizations	such	as	the	Organization	for	Economic	Cooperation	and	Development,	have	recently	proposed	or	recommended



changes	to	existing	tax	laws	or	have	enacted	new	laws	that	could	impact	our	tax	obligations.	Any	significant	changes	to	our
future	effective	tax	rate	may	result	in	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	In
addition,	any	worsening	of	economic	conditions	and	the	large	number	of	jurisdictions	with	significant	current	or	projected
budget	deficits	could	intensify	the	efforts	of	governments	to	raise	revenues	through	increases	in	gaming	taxes	and	/	or	other
taxes.	It	is	not	possible	to	determine	with	certainty	the	likelihood	of	changes	in	tax	laws	or	in	the	administration	or	interpretation
or	enforcement	of	such	laws.	Any	material	increase,	or	the	adoption	of	additional	taxes	or	fees,	could	have	a	material	adverse
effect	on	our	business,	financial	condition,	results	of	operations	and	prospects.	Additionally,	tax	authorities	may	impose	indirect
taxes	on	Internet	internet	-	related	commercial	activity	based	on	existing	statutes	and	regulations	which,	in	some	cases,	were
established	prior	to	the	advent	of	the	Internet.	Tax	authorities	may	interpret	laws	originally	enacted	for	mature	industries	and
apply	it	to	newer	industries,	such	as	Skillz	the	skill-	based	gaming	industry	.	The	application	of	such	laws	may	be	inconsistent
from	jurisdiction	to	jurisdiction.	If	we	were	deemed	to	be	an	investment	company	under	the	Investment	Company	Act	of
1940,	as	amended	(the	“	1940	Act	”),	applicable	restrictions	could	make	it	impractical	for	us	to	continue	our	business	as
contemplated	and	could	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations
Under	Sections	3	(a)	(1)	(A)	and	(C)	of	the	1940	Act,	a	company	generally	will	be	deemed	to	be	an	“	investment	company
”	for	purposes	of	the	1940	Act	if	(1)	it	is,	or	holds	itself	out	as	being,	engaged	primarily,	or	proposes	to	engage	primarily,
in	the	business	of	investing,	reinvesting	or	trading	in	securities	or	(2)	it	engages,	or	proposes	to	engage,	in	the	business	of
investing,	reinvesting,	owning,	holding	or	trading	in	securities	and	it	owns	or	proposes	to	acquire	investment	securities
having	a	value	exceeding	40	%	of	the	value	of	its	total	assets	(exclusive	of	U.	S.	government	securities	and	cash	items)	on
an	unconsolidated	basis.	We	do	not	believe	that	we	are	an	“	investment	company,	”	as	such	term	is	defined	in	either	of
those	sections	of	the	1940	Act.	In	addition,	we	believe	that	we	are	not	an	investment	company	under	Section	3	(b)	(1)	of
the	Investment	Company	Act	because	we	are	primarily	engaged	in	a	non-	investment	company	business.	We	intend	to
conduct	our	operations	so	that	we	will	not	be	deemed	an	investment	company.	However,	if	we	were	to	be	deemed	an
investment	company,	restrictions	imposed	by	the	1940	Act,	including	limitations	on	our	capital	structure	and	our	ability
to	transact	with	affiliates,	could	make	it	impractical	for	us	to	continue	our	business	as	contemplated	and	could	have	a
material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations.	Companies	and	governmental
agencies	may	restrict	access	to	platforms,	our	website,	mobile	applications	or	the	Internet	generally,	which	could	lead	to	the	loss
or	slower	growth	of	players	on	the	Skillz	platform.	Our	players	Players	generally	need	to	access	the	Internet	and	in	particular
platforms	or	our	website	to	play	the	games	available	on	the	Skillz	platform.	Companies	and	governmental	agencies	could	block
access	to	any	platform,	our	website,	mobile	applications	or	the	Internet	generally	for	a	number	of	reasons	such	as	security	or
confidentiality	concerns	or	regulatory	reasons,	or	they	may	adopt	policies	that	prohibit	employees	from	accessing	Apple	or
Google	and	our	website	or	any	social	platform.	If	companies	or	governmental	entities	block	or	limit	such	or	otherwise	adopt
policies	restricting	players	from	playing	the	games	available	on	the	Skillz	platform,	our	business	could	be	negatively	impacted
and	could	lead	to	the	loss	or	slower	growth	of	players	on	the	Skillz	platform.	We	primarily	rely,	and	expect	to	continue	to	rely,
on	Amazon	Web	Services	(“	AWS	”)	to	deliver	our	offerings	to	users	on	our	platform	and	any	failure	or	disruption	of	or
interference	with	our	use	of	AWS	could	adversely	affect	our	business,	financial	condition,	results	of	operations	and	prospects.
Our	technology	infrastructure	is	critical	to	the	performance	of	our	platform	and	to	the	satisfaction	of	our	developer	partners	and
users,	as	well	as	our	corporate	functions.	Our	platform	and	company	systems	run	on	a	complex	distributed	system,	or	what	is
commonly	known	as	cloud	computing.	We	own,	operate	and	maintain	elements	of	this	system,	but	significant	elements	of	this
system	are	operated	by	third	parties	that	we	do	not	control	and	which	would	require	significant	time	and	expense	to	replace.	We
expect	this	dependence	on	third	parties	to	continue.	We	have	suffered	interruptions	in	service	in	the	past,	including	when
releasing	new	software	versions	or	bug	fixes,	and	we	may	in	the	future	experience	,	disruptions,	outages	and	other	performance
problems	due	to	a	variety	of	factors,	including	infrastructure	changes,	human	or	software	errors	and	capacity	constraints.	If	any
such	interruption	were	significant	and	/	or	prolonged	it	could	adversely	affect	our	business,	financial	condition,	future	prospects,
results	of	operations	or	reputation.	Further,	if	a	particular	game	is	unavailable	when	players	attempt	to	access	it	or	navigation
through	a	game	is	slower	than	they	expect,	players	may	stop	playing	the	game	and	may	be	less	likely	to	return	to	the	game	as
often,	if	at	all.	In	particular,	a	significant	portion	of	our	game	traffic,	data	storage,	data	processing	and	other	computing	services
and	systems	is	hosted	by	AWS.	AWS	provides	us	with	computing	and	storage	capacity	pursuant	to	an	agreement	that	continues
until	terminated	by	either	party.	The	agreement	requires	AWS	to	provide	us	their	standard	computing	and	storage	capacity	and
related	support	in	exchange	for	timely	payment	by	us.	To	the	extent	we	or	our	third-	party	service	providers	do	not	effectively
respond	to	any	interruptions,	upgrade	systems	as	needed	and	continually	develop	technology	and	network	architecture	to
accommodate	traffic,	our	business,	reputation,	financial	condition	or	results	of	operations	could	be	adversely	affected.	We	do	not
maintain	insurance	policies	covering	losses	relating	to	our	systems	and	we	do	not	have	business	interruption	insurance.
Furthermore,	our	disaster	recovery	systems	and	those	of	third	parties	with	which	we	do	business	may	not	function	as	intended	or
may	fail	to	adequately	protect	our	critical	business	information	in	the	event	of	a	significant	business	interruption,	which	may
cause	interruption	in	service	of	our	games,	security	breaches	or	the	loss	of	data	or	functionality,	leading	to	a	negative	effect	on
our	business,	financial	condition	or	results	of	operations.	In	addition,	in	the	event	that	any	of	our	agreements	with	these	third
party	service	providers	are	terminated,	we	may	experience	significant	costs	or	downtime	in	connection	with	the	transfer	to,	or
the	addition	of,	new	hosting	or	cloud	computing	providers.	Although	alternative	providers	could	host	our	platform	on	a
substantially	similar	basis,	such	transition	could	potentially	be	disruptive	and	we	could	incur	significant	costs	in	connection	with
such	transition.	Our	use	of	third-	party	open	source	software	could	negatively	affect	our	ability	to	offer	our	products	and	services
through	our	platform	and	subject	us	to	possible	litigation.	We	have	incorporated,	and	may	in	the	future	incorporate,	third-	party
open	source	software	in	our	technologies.	Open	source	software	is	generally	licensed	by	its	authors	or	other	third	parties	under
open	source	licenses.	From	time	to	time,	companies	that	use	third-	party	open	source	software	have	faced	claims	challenging	the



use	of	such	open	source	software	and	requesting	compliance	with	the	open	source	software	license	terms.	Accordingly,	we	may
be	subject	to	suits	by	parties	claiming	ownership	of	what	we	believe	to	be	open	source	software	or	claiming	non-	compliance
with	the	applicable	open	source	licensing	terms.	Some	open	source	software	licenses	require	end-	users	who	use,	distribute	or
make	available	across	a	network	software	and	services	that	include	open	source	software	to	offer	to	the	public	aspects	of	the
technology	that	incorporates	the	open	source	software	for	no	cost,	make	publicly	available	source	code	(which	in	some
circumstances	could	include	valuable	proprietary	code)	for	modifications	or	derivative	works	created	based	upon	incorporating
or	using	the	open	source	software	and	/	or	to	license	such	modifications	or	derivative	works	under	the	terms	of	the	particular
open	source	license.	If	we	combine	our	proprietary	software	with	open	source	software	in	a	certain	manner,	we	could,	under
certain	open	source	licenses,	be	required	to	release	or	license	the	source	code	of	our	proprietary	software	to	the	public.
Additionally,	if	a	third-	party	software	provider	has	incorporated	open	source	software	into	software	that	we	license	from	such
provider,	we	could	be	required	to	disclose	any	of	our	source	code	that	incorporates	or	is	a	modification	of	our	licensed	software.
While	we	have	internal	processes	and	use	tools	designed	to	help	us	monitor	and	comply	with	the	licenses	of	third-	party	open
source	software	and	protect	our	valuable	proprietary	source	code,	we	may	inadvertently	use	third-	party	open	source	software	in
a	manner	that	exposes	us	to	claims	of	non-	compliance	with	the	terms	of	their	licenses,	including	claims	of	intellectual	property
rights	infringement	or	for	breach	of	contract.	Furthermore,	there	exists	today	an	increasing	number	of	types	of	open	source
software	licenses,	almost	none	of	which	have	been	tested	in	courts	of	law	to	provide	guidance	of	their	proper	legal
interpretations,	and	there	is	a	risk	that	such	licenses	could	be	construed	in	a	manner	that	imposes	unanticipated	conditions	or
restrictions	on	our	use	of	the	open	source	software.	If	we	were	to	receive	a	claim	of	non-	compliance	with	the	terms	of	any	of
these	open	source	licenses,	we	may	be	required	to	publicly	release	certain	portions	of	our	proprietary	source	code,	expend
substantial	time	and	resources	to	re-	engineer	some	of	our	software,	or	pay	damages,	settlement	fees	or	a	royalty	to	use	certain
open	source	software.	Any	of	the	foregoing	could	disrupt	and	harm	our	business.	In	addition,	the	use	of	third-	party	open	source
software	typically	exposes	us	to	greater	risks	than	the	use	of	third-	party	commercial	software	because	open	source	licensors
generally	do	not	provide	support,	warranties,	controls,	indemnification	or	other	contractual	protections	regarding	the
functionality	or	origin	of	the	software.	Use	of	open	source	software	may	also	present	additional	security	risks	because	the	public
availability	of	such	software	may	make	it	easier	for	hackers	and	other	third	parties	to	determine	how	to	compromise	our
platform.	Any	of	the	foregoing	could	harm	our	business,	financial	condition,	results	of	operations	and	prospects	and	could	help
our	competitors	develop	products	and	services	that	are	similar	to	or	better	than	ours.	We	rely	on	other	third-	party	service
providers	and	if	such	third	parties	do	not	perform	adequately	or	terminate	their	relationships	with	us,	our	costs	may	increase	and
our	business,	financial	condition	and	results	of	operations	could	be	adversely	affected.	Our	success	depends	in	part	on	our
relationships	with	our	third-	party	service	providers.	If	those	providers	do	not	perform	adequately,	end-	users	may	experience
issues	or	interruptions	with	their	experiences	on	our	platform.	Furthermore,	if	any	of	our	partners	terminates	its	relationship	with
us	or	refuses	to	renew	its	agreement	with	us	on	commercially	reasonable	terms,	we	would	need	to	find	an	alternate	provider,	and
we	may	not	be	able	to	secure	similar	terms	or	replace	such	providers	in	an	acceptable	time	frame.	We	also	rely	on	software	and
services	supplied	by	third	parties,	such	as	game	content,	and	our	business	may	be	adversely	affected	to	the	extent	such	game
content	does	not	meet	our	expectations,	contains	errors	or	vulnerabilities,	is	compromised	or	experiences	outages.	Any	of	these
risks	could	increase	our	costs	and	adversely	affect	our	business,	financial	condition,	results	of	operations	and	prospects.	Further,
any	negative	publicity	related	to	any	of	our	third-	party	partners,	including	any	publicity	related	to	regulatory	concerns,	could
adversely	affect	our	reputation	and	brand,	and	could	potentially	lead	to	increased	regulatory	or	litigation	exposure.	We
incorporate	technology	from	third	parties	into	our	platform.	We	cannot	be	certain	that	our	licensors	are	not	infringing,
misappropriating	or	otherwise	violating	the	intellectual	property	rights	of	others	or	that	our	suppliers	and	licensors	have
sufficient	rights	to	such	technology	in	all	jurisdictions	in	which	we	may	operate.	In	addition,	some	of	our	license	agreements
may	be	terminated	by	our	licensors	for	convenience.	If	we	are	unable	to	obtain	or	maintain	rights	to	any	of	this	technology
because	of	intellectual	property	infringement	claims	brought	by	third	parties	against	our	suppliers	and	licensors	or	against	us,	or
if	we	are	unable	to	continue	to	obtain	such	technology	or	enter	into	new	agreements	on	commercially	reasonable	terms,	our
ability	to	develop	our	platform	could	be	severely	limited	and	our	business	could	be	harmed.	Additionally,	if	we	are	unable	to
obtain	necessary	technology	from	third	parties,	we	may	be	forced	to	acquire	or	develop	alternate	technology,	which	may	require
significant	time	and	effort	and	may	be	of	lower	quality	or	performance	standards.	This	would	limit	and	delay	our	ability	to
provide	new	or	competitive	offerings	and	increase	our	costs.	If	alternate	technology	cannot	be	obtained	or	developed,	we	may
not	be	able	to	offer	certain	functionality	as	part	of	our	offerings,	which	could	adversely	affect	our	business,	financial	condition
and	results	of	operations	and	prospects.	We	rely	on	third-	party	providers	to	validate	the	identity	and	identify	the	location	of
end-	users,	and	if	such	providers	fail	to	perform	adequately,	or	if	we	do	not	maintain	business	relationships	with	them,	our
business,	financial	condition,	results	of	operations	and	prospects	could	be	adversely	affected.	There	is	no	guarantee	that	the
third-	party	geolocation	and	identity	verification	systems	that	we	rely	on	will	perform	adequately,	or	be	effective.	We	rely	on
our	geolocation	and	identity	verification	systems	to	ensure	we	are	in	compliance	with	certain	laws	and	regulations,	and	any
service	disruption	to	those	systems	would	prohibit	us	from	operating	our	platform	in	compliance	with	law,	or	at	all,	and	would
adversely	affect	our	business,	financial	condition,	results	of	operations	and	prospects.	Additionally,	incorrect	or	misleading
geolocation	and	identity	verification	data	with	respect	to	current	or	potential	users	received	from	third-	party	service	providers
may	result	in	us	inadvertently	allowing	access	to	our	offerings	to	individuals	who	should	not	be	permitted	to	access	them,	or
otherwise	inadvertently	deny	access	to	individuals	who	should	be	able	to	access	our	offerings.	Our	third-	party	geolocation
services	provider	relies	on	its	ability	to	obtain	information	necessary	to	determine	geolocation	from	mobile	devices,	operating
systems,	and	other	sources.	Changes,	disruptions	or	temporary	or	permanent	failure	to	access	such	sources	by	our	third-	party
services	providers	may	result	in	their	inability	to	accurately	determine	the	location	of	end-	users.	Moreover,	our	inability	to
maintain	our	existing	contracts	with	third-	party	services	providers,	or	to	replace	them	with	equivalent	third	parties,	may	result



in	our	inability	to	access	geolocation	and	identity	verification	data	necessary	for	our	day-	to-	day	operations.	If	any	of	these	risks
materializes,	we	may	be	subject	to	disciplinary	action,	fines,	lawsuits,	and	our	business,	financial	condition,	results	of	operations
,	prospects	and	reputation	could	be	adversely	affected.	We	rely	on	third-	party	payment	processors	to	process	deposits	and
withdrawals	made	by	end-	users	on	the	platform,	and	if	we	cannot	manage	our	relationships	with	such	third	parties	and	other
payment-	related	risks,	our	business,	financial	condition	and	results	of	operations	could	be	adversely	affected.	Further,	we	may
have	difficulty	accessing	the	services	of	banks,	credit	card	issuers	and	payment	processing	services	providers,	which	may	make
it	difficult	to	sell	our	products	and	services.	We	rely	on	a	limited	number	of	third-	party	payment	processors	to	process	deposits
and	withdrawals	made	by	end-	users	on	our	platform.	If	any	of	our	third-	party	payment	processors	terminates	its	relationship
with	us	or	refuses	to	renew	its	agreement	with	us	on	commercially	reasonable	terms,	we	may	need	to	find	an	alternate	payment
processor,	and	may	not	be	able	to	secure	similar	terms	or	replace	such	payment	processor	in	an	acceptable	time	frame.	Further,
the	software	and	services	provided	by	our	third-	party	payment	processors	may	not	meet	our	expectations,	and	may	contain
errors	or	vulnerabilities,	be	compromised	or	experience	outages.	Any	of	these	risks	could	cause	us	to	lose	our	ability	to	accept
online	payments	or	other	payment	transactions	or	make	timely	payments	to	users	on	our	platform,	any	of	which	could	make	our
platform	less	trustworthy	and	convenient	and	adversely	affect	our	ability	to	attract	and	retain	end-	users.	Nearly	all	of	our
payments	are	made	by	credit	card,	debit	card	or	through	other	third-	party	payment	services,	which	subjects	us	to	certain
regulations	and	to	the	risk	of	fraud.	We	may	in	the	future	offer	new	payment	options	to	users	that	may	be	subject	to	additional
regulations	and	risks.	We	are	also	subject	to	a	number	of	other	laws	and	regulations	relating	to	the	payments	we	accept	from
end-	users,	including	with	respect	to	money	laundering,	money	transfers,	privacy	and	information	security.	If	we	fail	to	comply
with	applicable	rules	and	regulations,	we	may	be	subject	to	civil	or	criminal	penalties,	fines	and	/	or	higher	transaction	fees	and
may	lose	our	ability	to	accept	online	payments	or	other	payment	card	transactions,	which	could	make	our	offerings	less
convenient	and	attractive	to	end-	users.	If	any	of	these	events	were	to	occur,	our	business,	financial	condition	,	results	of
operations	and	prospects	could	be	materially	adversely	affected.	Additionally,	our	payment	processors	require	us	to	comply	with
payment	card	network	operating	rules,	which	are	set	and	interpreted	by	the	payment	card	networks.	The	payment	card	networks
could	adopt	new	operating	rules	or	interpret	or	reinterpret	existing	rules	in	ways	that	might	prohibit	us	from	providing	certain
offerings	to	some	users,	be	costly	to	implement	or	difficult	to	follow.	We	have	agreed	to	reimburse	our	payment	processors	for
fines	they	are	assessed	by	payment	card	networks	if	we	or	the	users	on	our	platform	violate	these	rules.	Although	financial
institutions	and	payment	processors	are	permitted	to	provide	services	to	us	and	others	in	our	industry,	banks,	credit	card	issuers
and	payment	processing	service	providers	may	be	hesitant	to	offer	banking	and	payment	processing	services	to	gaming
businesses.	Consequently,	we	may	encounter	difficulties	in	establishing	and	maintaining	banking	and	payment	processing
relationships	with	a	full	scope	of	services	and	generating	market	interest	rates.	If	we	were	unable	to	maintain	Skillz’	s	bank
accounts	or	end-	users	were	unable	to	use	their	credit	cards,	bank	accounts	or	e-	wallets	to	make	deposits	and	withdrawals	from
our	platforms	it	would	make	it	difficult	for	us	to	operate	our	business,	increase	our	operating	costs,	and	pose	additional
operational,	logistical	and	security	challenges	which	could	result	in	an	inability	to	implement	our	business	plan.	A	disruption	in
our	ability	to	process	payments	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations
and	prospects.	Our	strategy	to	expand	internationally	will	be	subject	to	increased	challenges	and	risks;	our	growth	prospects	and
market	potential	will	depend	on	our	ability	to	operate	in	a	number	of	jurisdictions	and	if	we	fail	to	do	so	our	business,	financial
condition,	results	of	operations	and	prospects	could	be	impaired.	Our	ability	to	grow	our	business	will	depend	on	our	ability	to
offer	our	product	offerings	in	a	large	number	of	jurisdictions	or	in	heavily	populated	jurisdictions.	If	we	fail	to	remain	in	large
jurisdictions	or	in	a	greater	number	of	mid-	market	jurisdictions,	this	may	prevent	us	from	expanding	the	footprint	of	our	product
offerings,	increasing	the	end-	user	base	and	/	or	generating	revenues.	We	cannot	be	certain	that	we	will	be	able	to	conduct	our
skill-	based	gaming	operations	in	any	particular	jurisdiction.	Any	failure	could	have	a	material	adverse	effect	on	our	business,
financial	condition,	results	of	operations	and	prospects.	One	of	our	growth	strategies	is	to	expand	our	business	outside	the
United	States.	An	important	part	of	targeting	international	markets	is	developing	offerings	that	are	localized	and	customized	for
the	players	in	those	markets.	Our	ability	to	expand	our	business	and	to	attract	talented	employees	and	players	in	international
markets	will	require	considerable	management	attention	and	resources	and	is	subject	to	the	particular	challenges	of	supporting	a
rapidly	growing	business	in	an	environment	of	multiple	languages,	cultures,	customs,	legal	systems,	alternative	dispute	systems,
regulatory	systems	and	commercial	infrastructures.	Expanding	our	international	focus	may	subject	us	to	risks	that	we	have	not
faced	before	or	increase	risks	that	we	currently	face,	including	risks	associated	with:	•	inability	to	host	certain	games	in	certain
foreign	countries;	•	challenges	caused	by	distance,	language	and	cultural	differences;	•	developing	and	customizing	games	and
other	offerings	that	appeal	to	the	tastes	and	preferences	of	players	in	international	markets;	•	competition	from	local	game
makers	with	significant	market	share	in	those	markets	and	with	a	better	understanding	of	player	preferences;	•	utilizing,
protecting,	defending	and	enforcing	our	intellectual	property	rights;	•	negotiating	agreements	with	local	distribution	platforms
that	are	sufficiently	economically	beneficial	to	us	and	protective	of	our	rights;	•	the	inability	to	extend	proprietary	rights	in	our
brand,	content	or	technology	into	new	jurisdictions;	•	implementing	alternative	payment	methods	for	virtual	items	in	a	manner
that	complies	with	local	laws	and	practices	and	protects	us	from	fraud;	•	compliance	with	applicable	foreign	laws	and
regulations,	including	privacy	laws	and	laws	relating	to	content	and	consumer	protection	(for	example,	the	United	Kingdom’	s
Office	of	Fair	Trading’	s	2014	principles	relating	to	in-	app	purchases	in	free-	to-	play	games	that	are	directed	toward	children
16	and	under);	•	compliance	with	anti-	bribery	laws,	including	the	Foreign	Corrupt	Practices	Act;	•	credit	risk	and	higher	levels
of	payment	fraud;	•	currency	exchange	rate	fluctuations;	•	protectionist	laws	and	business	practices	that	favor	local	businesses	in
some	countries;	•	double	taxation	of	our	international	earnings	and	potentially	adverse	tax	consequences	due	to	changes	in	the
tax	laws	of	the	U.	S.	or	the	foreign	jurisdictions	in	which	we	operate;	•	political,	economic	and	social	instability;	•	public	health
crises,	which	can	result	in	varying	impacts	to	our	employees,	players,	vendors	and	commercial	partners	internationally;	•	higher
costs	associated	with	doing	business	internationally;	•	export	or	import	regulations;	and	•	trade	and	tariff	restrictions.	If	we	are



unable	to	manage	the	complexity	of	our	global	operations	successfully,	our	business,	financial	condition	and	operating	results
could	be	adversely	affected.	Additionally,	our	ability	to	successfully	gain	market	acceptance	in	any	particular	market	is
uncertain,	and	the	distraction	of	our	senior	management	team	could	harm	our	business,	financial	condition,	results	of	operations
and	prospects.	Our	results	of	operations	may	fluctuate	due	to	seasonality	and	other	factors	and,	therefore,	our	periodic	operating
results	will	not	be	guarantees	of	future	performance.	Our	financial	results	and	operations	in	any	given	period	may	be	influenced
by	numerous	factors,	many	of	which	we	are	unable	to	predict	or	are	outside	of	our	control,	including	the	impact	of	seasonality,
and	the	other	risks	and	uncertainties	set	forth	herein,	and	therefore	may	not	fully	reflect	the	underlying	performance	of	our
business.	Consumer	engagement	with	our	gaming	platform	may	decline	or	fluctuate	as	a	result	of	a	number	of	factors,	including
the	popularity	of	the	underlying	games,	the	user’	s	level	of	satisfaction	with	our	platform,	the	ability	of	our	developer	partners	to
improve	and	innovate	games,	our	ability	to	adapt	our	platform,	outages	and	disruptions	of	online	services,	the	availability	of
alternative	live	events	or	entertainment,	the	services	offered	by	our	competitors,	our	marketing	and	advertising	efforts	or
declines	in	consumer	activity	generally	as	a	result	of	economic	downturns,	among	others.	Any	decline	or	fluctuation	in	the
recurring	portion	of	our	business	may	have	a	negative	impact	on	our	business,	financial	condition,	results	of	operations	or
prospects.	We	may	invest	in	or	acquire	other	businesses,	and	our	business	may	suffer	if	we	miscalculate	the	value	or	benefits	of
such	acquired	businesses,	if	we	are	unable	to	successfully	integrate	acquired	businesses	into	our	company	or	otherwise	manage
the	growth	associated	with	multiple	acquisitions.	We	intend	to	evaluate	and	pursue	acquisitions	and	strategic	investments.	Each
of	these	acquisitions	will	require	unique	approaches	to	integration	due	to,	among	other	factors,	the	structure	of	the	acquisitions,
their	locations	and	cultural	differences	among	their	teams	and	ours.	If	we	are	unable	to	obtain	the	anticipated	benefits	from
these	acquisitions	and	strategic	investments,	or	we	encounter	difficulties	in	integrating	their	operations	with	ours,	our	business,
financial	condition,	results	of	operations	and	prospects	could	be	materially	harmed.	Challenges	and	risks	from	such	investments
and	acquisitions	include:	•	negative	effects	on	business	initiatives	and	strategies	from	the	changes	and	potential	disruption	that
may	follow	the	acquisition;	•	diversion	of	our	management’	s	attention;	•	declining	employee	morale	and	retention	issues
resulting	from	changes	in	compensation,	or	changes	in	management,	reporting	relationships,	or	future	prospects;	•	the	need	to
integrate	the	operations,	systems,	technologies,	products	and	personnel	of	each	acquired	company,	the	inefficiencies	and	lack	of
control	that	may	result	if	such	integration	is	delayed	or	not	implemented,	and	unforeseen	difficulties	and	expenditures	that	may
arise	in	connection	with	integration;	•	the	difficulty	in	determining	the	appropriate	purchase	price	of	acquired	companies	may
lead	to	the	overpayment	of	for	certain	acquisitions	and	the	potential	impairment	of	intangible	assets	and	goodwill	acquired	in	the
acquisitions;	•	the	difficulty	in	successfully	evaluating	and	utilizing	the	acquired	products,	technology	or	personnel;	•	the
potential	incurrence	of	debt,	contingent	liabilities,	amortization	expenses	or	restructuring	charges	in	connection	with	any
acquisition;	•	the	need	to	implement	controls,	procedures	and	policies	appropriate	for	a	larger,	U.	S.-	based	public	company	at
companies	that	prior	to	acquisition	may	not	have	as	robust	controls,	procedures	and	policies,	in	particular,	with	respect	to	the
effectiveness	of	cyber	and	information	security	practices	and	incident	response	plans,	compliance	with	privacy	and	other
regulations	protecting	the	rights	of	developers	and	users,	and	compliance	with	U.	S.-	based	economic	policies	and	sanctions
which	may	not	have	previously	been	applicable	to	the	acquired	company’	s	operations;	•	the	difficulty	in	accurately	forecasting
and	accounting	for	the	financial	impact	of	an	acquisition	transaction,	including	accounting	charges	and	integrating	and	reporting
results	for	acquired	companies	that	have	not	historically	followed	U.	S.	GAAP;	•	the	fact	that	we	may	be	required	to	pay
contingent	consideration	in	excess	of	the	initial	fair	value,	and	contingent	consideration	may	become	payable	at	a	time	when	we
do	not	have	sufficient	cash	available	to	pay	such	consideration;	•	under	purchase	accounting,	we	may	be	required	to	write	off
deferred	revenue	which	may	impair	our	ability	to	recognize	revenue	that	would	have	otherwise	been	recognizable	which	may
impact	our	financial	performance	or	that	of	the	acquired	company;	•	risks	associated	with	our	expansion	into	new	international
markets	and	doing	business	internationally,	including	those	described	under	the	risk	factor	caption	“	Our	strategy	to	expand
internationally	will	be	subject	to	increased	challenges	and	risks	”;	•	in	the	case	of	foreign	acquisitions,	the	need	to	integrate
operations	across	different	cultures	and	languages	and	to	address	the	particular	economic,	currency,	political	and	regulatory
risks	associated	with	specific	countries;	•	the	need	to	transition	operations,	third-	party	developers	and	players	onto	our	existing
or	new	platforms	and	the	potential	loss	of,	or	harm	to,	our	relationships	with	employees,	third-	party	developers,	players	and
other	suppliers	as	a	result	of	integration	of	new	businesses;	•	the	implications	of	our	management	team	balancing	levels	of
oversight	over	acquired	businesses	which	continue	their	operations	under	contingent	consideration	provisions	in	acquisition
agreements;	•	our	dependence	on	the	accuracy	and	completeness	of	statements	and	disclosures	made	or	actions	taken	by	the
companies	we	acquire	or	their	representatives,	when	conducting	due	diligence	and	evaluating	the	results	of	such	due	diligence;
and	•	liability	for	activities	of	the	acquired	company	before	the	acquisition,	including	intellectual	property	and	other	litigation
claims	or	disputes,	cyber	and	information	security	vulnerabilities,	violations	of	laws,	rules	and	regulations,	commercial	disputes,
tax	liabilities	and	other	known	and	unknown	liabilities.	The	benefits	of	an	acquisition	or	investment	may	also	take	considerable
time	to	develop,	and	we	cannot	be	certain	that	any	particular	acquisition	or	investment	will	produce	the	intended	benefits,	which
could	adversely	affect	our	business,	financial	condition,	results	of	operations,	prospects	or	reputation.	In	July	2021,	we
completed	the	acquisition	of	Aarki	,	Inc.	(“	Aarki	”)	and	acquired	100	%	of	its	outstanding	equity	and	voting	interests	,	and	in
2023,	we	made	the	determination	to	allow	certain	key	employees	of	Aarki	to	receive	equity	awards	in	Aarki.	There	were
no	awards	granted	in	2023	.	Our	ability	to	grow	through	future	acquisitions	will	depend	on	the	availability	of	suitable
acquisition	and	investment	candidates	at	an	acceptable	cost,	our	ability	to	compete	effectively	to	attract	these	candidates	and	the
availability	of	financing	to	complete	larger	acquisitions.	Acquisitions	could	result	in	potential	dilutive	issuances	of	equity
securities,	use	of	significant	cash	balances	or	incurrence	of	debt	(and	increased	interest	expense),	contingent	liabilities	or
amortization	expenses	related	to	intangible	assets	or	write-	offs	of	goodwill	and	/	or	intangible	assets,	which	could	adversely
affect	our	financial	condition	and	results	of	operations	and	dilute	the	economic	and	voting	rights	of	our	stockholders	.	During
the	year	ended	December	31,	2022	we	impaired	all	intangible	assets	and	goodwill	associated	with	the	Aarki	acquisition	.



We	are	subject	to	laws	and	regulations	concerning	privacy,	information	security,	data	protection,	consumer	protection	and
protection	of	minors,	and	these	laws	and	regulations	are	continually	evolving.	Our	actual	or	perceived	failure	to	comply	with
these	laws	and	regulations	could	harm	our	business,	financial	condition,	results	of	operations,	reputation	or	prospects.	We
receive,	store	and	process	personal	information	and	other	data	relating	to	our	employees	and	business	contacts,	as	well	as	player
data,	and	we	enable	our	players	to	share	their	personal	information	with	each	other	and	with	third	parties,	including	on	the
Internet	and	mobile	platforms.	There	are	numerous	federal,	state	and	local	laws	around	the	world	regarding	privacy	and	the
storing,	sharing,	use,	processing,	disclosure	and	protection	of	personal	information	and	other	player	data	on	the	Internet	and
mobile	platforms,	the	scope	of	which	are	changing,	subject	to	differing	interpretations,	and	may	be	inconsistent	between
countries	or	conflict	with	other	rules.	A	number	of	these	laws,	rules	and	regulations	require	us	to	provide	notification	to	players,
investors,	regulators	and	other	affected	parties	in	the	event	of	a	security	breach	of	certain	personal	data,	or	require	the	adoption
of	minimum	information	security	standards	that	are	often	vaguely	defined	and	difficult	to	practically	implement.	Various
government	and	consumer	agencies	have	called	for	new	regulation	and	changes	in	industry	practices	and	are	continuing	to
review	the	need	for	greater	regulation	for	the	collection	of	information	concerning	consumer	behavior	on	the	Internet,	including
regulation	aimed	at	restricting	certain	targeted	advertising	practices.	In	the	United	States,	there	are	numerous	federal	and	state
data	privacy	laws,	data	breach	notification	laws	and	consumer	protection	laws.	For	example,	the	State	of	California’	s	passage	of
the	CCPA,	which	went	into	effect	on	January	1,	2020	and	created	new	privacy	rights	for	consumers	residing	in	the	state.	The
CCPA	gives	California	residents	expanded	rights	to	access	and	delete	their	personal	information,	opt	out	of	certain	personal
information	sharing	and	receive	detailed	information	about	how	their	personal	information	is	used.	The	CCPA	allows	for	the
California	Attorney	General	to	impose	civil	penalties	and	also	provides	a	privacy	right	of	action	for	certain	data	breaches.
California	voters	also	recently	passed	the	California	Privacy	Rights	Act	(“	CPRA	”),	which	went	into	effect	on	January	1,	2023.
The	CPRA	significantly	modifies	the	CCPA,	including	by	imposing	additional	obligations	on	covered	companies	and
expanding	California	consumers’	rights	with	respect	to	certain	sensitive	personal	information,	potentially	resulting	in	further
uncertainty	and	requiring	us	to	incur	additional	costs	and	expenses	in	an	effort	to	comply.	Other	states,	such	as	Virginia,	have
also	adopted	similar	privacy	laws	that	became	enforceable	in	2023	,	or	are	considering	adopting	similar	data	privacy	laws	,
which	may	go	into	effect	throughout	2024	and	beyond	.	In	addition,	laws	in	all	50	states	require	businesses	to	provide	notice
to	consumers	whose	personal	information	has	been	disclosed	as	a	result	of	a	data	breach.	There	is	also	increased	attention	being
given	to	the	collection	of	data	from	minors.	For	instance,	the	Children’	s	Online	Privacy	Protection	Act	(“	COPPA	”)	requires
companies	to	obtain	parental	consent	before	collecting	personal	information	from	children	under	the	age	of	13.	We	are	also
subject	to	international	laws,	regulations	and	standards	in	many	jurisdictions,	which	apply	broadly	to	the	collection,	use,
retention,	security,	disclosure,	transfer	and	other	processing	of	personal	information.	For	example,	the	GDPR,	which	became
effective	in	May	2018,	greatly	increased	the	European	Commission’	s	jurisdictional	reach	of	its	laws	and	adds	a	broad	array	of
requirements	for	handling	personal	data.	The	European	Union	(“	EU	”)	member	states	are	tasked	under	the	GDPR	to	enact,	and
have	enacted,	certain	implementing	legislation	that	adds	to	and	/	or	further	interprets	the	GDPR	requirements	and	potentially
extends	our	obligations	and	potential	liability	for	failing	to	meet	such	obligations.	The	GDPR,	together	with	national	legislation,
regulations	and	guidelines	of	the	EU	member	states	and	the	United	Kingdom	governing	the	processing	of	personal	data,	impose
strict	obligations	and	restrictions	on	the	ability	to	collect,	use,	retain,	protect,	disclose,	transfer	and	otherwise	process	personal
data.	In	particular,	the	GDPR	includes	obligations	and	restrictions	concerning	data	transparency	and	consent,	the	overall	rights
of	individuals	to	whom	the	personal	data	relates,	the	transfer	of	personal	data	out	of	the	European	Economic	Area	("	EEA")	or
the	United	Kingdom,	security	breach	notifications	and	the	security	and	confidentiality	of	personal	data.	The	GDPR	authorizes
fines	for	certain	violations	of	up	to	4	%	of	global	annual	revenue	or	€	20	million,	whichever	is	greater.	Recent	legal
developments	in	Europe	have	created	further	complexity	and	uncertainty	regarding	transfers	of	personal	data	from	the	EEA	and
the	United	Kingdom	to	the	United	States.	Most	recently,	in	July	2020,	the	Court	of	Justice	of	the	European	Union	(“	CJEU	”)
invalidated	the	EU-	U.	S.	Privacy	Shield	Framework	(“	Privacy	Shield	”)	under	which	personal	data	could	be	transferred	from
the	EEA	to	the	United	States.	While	the	CJEU	upheld	the	adequacy	of	standard	contractual	clauses,	a	standard	form	of	contract
approved	by	the	European	Commission	as	an	adequate	personal	data	transfer	mechanism	and	potential	alternative	to	the	Privacy
Shield,	it	made	clear	that	reliance	on	them	alone	may	not	necessarily	be	sufficient	in	all	circumstances.	Further,	the	United
Kingdom’	s	decision	to	leave	the	EU	has	created	uncertainty	with	regard	to	data	protection	regulation	in	the	United	Kingdom.
As	of	January	1,	2021,	we	are	also	subject	to	the	UK	GDPR	and	UK	Data	Protection	Act	of	2018,	which	retain	the	GDPR	in	the
United	Kingdom’	s	national	law.	These	laws	require	us	to	review	and	amend	the	legal	mechanisms	by	which	we	make	and	/	or
receive	personal	data	transfers.	As	supervisory	authorities	issue	further	guidance	on	personal	data	export	mechanisms,	including
circumstances	where	the	standard	contractual	clauses	and	other	mechanisms	cannot	be	used,	and	/	or	start	taking	enforcement
action,	we	could	suffer	additional	costs,	complaints	and	/	or	regulatory	investigations	or	fines,	or	if	we	are	otherwise	unable	to
transfer	personal	data	between	and	among	countries	and	regions	in	which	we	operate,	it	could	affect	the	manner	in	which	we	do
business,	the	geographical	location	or	segregation	of	our	relevant	operations,	and	could	adversely	affect	our	financial	results.
Compliance	with	GDPR,	CCPA,	COPPA	and	similar	legal	requirements	has	required	us	to	devote	significant	operational
resources	and	incur	significant	expenses.	We	expect	the	number	of	jurisdictions	adopting	their	own	data	privacy	laws	to
increase,	which	will	require	us	to	devote	additional	significant	operational	resources	and	incur	additional	significant	expenses
and	will	also	increase	our	exposure	to	risks	of	claims	by	our	players	that	we	have	not	complied	with	all	applicable	data	privacy
laws.	We	strive	to	comply	with	all	applicable	laws,	policies,	legal	and	contractual	obligations	and	certain	industry	codes	of
conduct	relating	to	privacy	and	data	protection,	to	the	extent	reasonably	attainable.	However,	it	is	possible	that	these	obligations
may	be	interpreted	and	applied	in	a	manner	that	is	inconsistent	from	one	jurisdiction	to	another	and	may	conflict	with	other	rules
or	our	practices.	It	is	also	possible	that	new	laws,	policies,	legal	obligations	or	industry	codes	of	conduct	may	be	passed,	or
existing	laws,	policies,	legal	obligations	or	industry	codes	of	conduct	may	be	interpreted	in	such	a	way	that	could	require	us	to



take	further	compliance	steps	and	/	or	could	prevent	us	from	being	able	to	offer	services	to	citizens	of	a	certain	jurisdiction	or
may	make	it	costlier	or	more	difficult	for	us	to	do	so.	Any	failure	or	perceived	failure	by	us	to	comply	with	our	privacy	policy
and	terms	of	service,	our	privacy-	related	obligations	to	players	or	other	third	parties,	or	our	privacy-	related	legal	obligations,	or
any	compromise	of	security	that	results	in	the	unauthorized	release	or	transfer	of	personally	identifiable	information	or	other
player	data,	may	result	in	governmental	enforcement	actions,	investigations,	litigation	or	public	statements	against	us	by
consumer	advocacy	groups	or	others	and	could	cause	our	players	to	lose	trust	in	us,	which	could	have	an	adverse	effect	on	our
business,	financial	condition,	results	of	operations,	reputation	or	prospects.	Additionally,	if	third	parties	we	work	with,	such	as
players,	vendors	or	developers	violate	applicable	laws	or	our	policies,	such	violations	may	also	put	our	players’	information	at
risk	and	could	in	turn	have	an	adverse	effect	on	our	business,	financial	condition,	results	of	operations,	reputation	or	prospects.
Failure	to	obtain,	maintain,	protect	or	enforce	our	intellectual	property	rights	could	harm	our	business,	results	of	operations,
financial	condition	and	prospects.	Our	success	is	dependent	in	part	on	protecting	our	intellectual	property	rights	and	proprietary
technology	(such	as	source	code,	information,	data,	processes	and	other	forms	of	information,	and	know-	how).	We	rely	on	a
combination	of	copyrights,	patents,	trademarks,	service	marks,	trade	secret	laws	and	contractual	restrictions	to	establish	and
protect	our	intellectual	property	rights.	However,	there	are	steps	that	we	have	not	yet	taken	to	protect	our	intellectual	property	on
a	global	basis.	Additionally,	the	steps	that	we	have	already	taken	to	protect	our	intellectual	property	may	not	be	sufficient	or
effective	to	prevent	third	parties	from	infringing,	misappropriating	or	otherwise	violating	our	intellectual	property	or	to	prevent
unauthorized	disclosure	or	unauthorized	use	of	our	trade	secrets	or	other	confidential	information.	We	may	also	not	detect
unauthorized	use,	infringement,	misappropriation	or	other	violation	of	our	intellectual	property	rights,	and	even	if	we	do	detect
such	violations,	we	may	need	to	engage	in	expensive	and	time-	consuming	litigation	to	enforce	our	rights.	While	we	take
precautions	designed	to	protect	our	intellectual	property,	it	may	still	be	possible	for	competitors	and	other	unauthorized	third
parties	to	copy	our	technology	and	use	our	proprietary	brand,	content	and	information	to	create	or	enhance	competing	solutions
and	services,	which	could	adversely	affect	our	competitive	position	in	our	rapidly	evolving	and	highly	competitive	industry.
Effective	protection	of	intellectual	property	rights	is	expensive	and	difficult	to	maintain,	both	in	terms	of	applications	and
registration	costs	as	well	as	the	costs	of	defending	and	enforcing	these	rights.	We	may	fail	to	maintain	or	be	unable	to	obtain
adequate	protections	for	certain	of	our	intellectual	property	rights	in	certain	foreign	countries	because	effective	intellectual
property	protection	may	not	be	available	to	us	in	every	country	in	which	our	services	are	available,	and	our	intellectual	property
rights	may	not	receive	the	same	degree	of	protection	in	foreign	countries	as	they	would	in	the	United	States	because	of	the
differences	in	foreign	patent,	trademark,	copyright,	and	other	laws	concerning	intellectual	property	and	proprietary	rights.	We
enter	into	confidentiality	and	invention	assignment	agreements	with	our	employees	and	consultants	and	enter	into	confidentiality
agreements	with	our	third-	party	providers	and	strategic	partners.	However,	we	cannot	guarantee	that	we	have	entered	into	such
agreements	with	each	party	who	has	developed	intellectual	property	on	our	behalf	or	each	party	that	has	or	may	have	had	access
to	our	confidential	information,	know-	how	and	trade	secrets	and	cannot	assure	you	that	these	agreements	will	be	effective	in
controlling	access	to,	and	use	and	distribution	of,	our	platform	and	proprietary	information.	Further,	these	agreements	do	not
prevent	our	competitors	from	independently	developing	technologies	that	are	substantially	equivalent	or	superior	to	our
offerings.	Moreover,	these	agreements	may	not	provide	an	adequate	remedy	for	breaches	or	in	the	event	of	unauthorized	use	or
disclosure	of	our	confidential	information	or	technology	or	infringement	of	our	intellectual	property.	Enforcing	a	claim	that	a
party	illegally	disclosed	or	misappropriated	a	trade	secret	or	know-	how	is	difficult,	expensive,	and	time-	consuming,	and	the
outcome	is	unpredictable.	In	addition,	trade	secrets	and	know-	how	can	be	difficult	to	protect	and	some	courts	inside	and	outside
the	United	States	are	less	willing	or	unwilling	to	protect	trade	secrets	and	know	-	how.	If	any	of	our	trade	secrets	were	to	be
lawfully	obtained	or	independently	developed	by	a	competitor	or	other	third	party,	we	would	have	no	right	to	prevent	them	from
using	that	technology	or	information	to	compete	with	us,	which	could	harm	our	competitive	position,	business,	financial
condition,	results	of	operations,	and	prospects.	We	have	filed,	and	may	continue	in	the	future	to	file,	copyright,	trademark	and
patent	applications	to	protect	certain	of	our	innovations	and	intellectual	property.	This	process	can	be	expensive	and	time-
consuming,	and	we	do	not	know	whether	any	of	our	applications	will	result	in	the	issuance	of	a	patent,	trademark	or	copyright,
as	applicable,	or	whether	the	examination	process	will	require	us	to	narrow	the	claims	in	our	patent	applications.	In	addition,	we
may	not	receive	competitive	advantages	from	the	rights	granted	under	our	intellectual	property.	Our	existing	intellectual
property,	and	any	intellectual	property	granted	to	us	or	that	we	otherwise	acquire	in	the	future,	may	be	contested,	circumvented,
invalidated,	or	declared	unenforceable	through	administrative	processes	or	litigation,	and	we	may	not	be	able	to	prevent	third
parties	from	infringing,	misappropriating	or	otherwise	violating	our	rights	to	our	intellectual	property.	Therefore,	the	exact	effect
of	our	efforts	to	protect	our	intellectual	property	cannot	be	predicted	with	certainty.	In	addition,	given	the	costs,	effort,	risks	and
downside	of	obtaining	patent	protection,	including	the	requirement	to	ultimately	disclose	the	invention	to	the	public,	we	may
choose	not	to	seek	patent	protection	for	certain	innovations.	Any	failure	to	adequately	obtain	such	patent	protection,	or	other
intellectual	property	protection,	could	later	prove	to	adversely	impact	our	business,	results	of	operations,	financial	condition	or
prospects.	We	currently	hold	various	domain	names	relating	to	our	brand,	including	Skillz.	com.	Failure	to	protect	our	domain
names	could	adversely	affect	our	reputation	and	brand	and	make	it	more	difficult	for	users	to	find	our	website	and	our	online
app.	We	may	be	unable,	without	significant	cost	or	at	all,	to	prevent	third	parties	from	acquiring	domain	names	that	are	similar
to,	infringe	upon	or	otherwise	decrease	the	value	of	our	trademarks	and	other	proprietary	rights.	We	may	be	required	to	spend
significant	resources	in	order	to	monitor	and	protect	our	intellectual	property	rights,	and	some	violations	may	be	difficult	or
impossible	to	detect.	Litigation	to	protect	and	enforce	our	intellectual	property	rights	could	be	costly,	time-	consuming	and
distracting	to	management	and	could	result	in	the	impairment	or	loss	of	portions	of	our	intellectual	property.	Our	efforts	to
enforce	our	intellectual	property	rights	may	be	met	with	defenses,	counterclaims	and	counter	suits	attacking	the	validity	and
enforceability	of	our	intellectual	property	rights.	Our	inability	to	protect	our	proprietary	technology	against	unauthorized
copying	or	use,	as	well	as	any	costly	litigation	or	diversion	of	our	management’	s	attention	and	resources,	could	impair	the



functionality	of	our	platform,	delay	introductions	of	enhancements	to	our	platform,	result	in	our	substituting	inferior	or	costlier
technologies	into	our	platform	or	harm	our	reputation	or	brand	and	business,	financial	condition	and	results	of	operations.	In
addition,	we	may	be	required	to	license	additional	technology	from	third	parties	to	develop	and	market	new	offerings	or
platform	features,	which	may	not	be	on	commercially	reasonable	terms	or	at	all	and	could	adversely	affect	our	ability	to
compete.	Although	we	take	measures	to	protect	our	intellectual	property,	if	we	are	unable	to	prevent	the	unauthorized	use	or
exploitation	of	our	intellectual	property,	the	value	of	our	brand,	content,	and	other	intangible	assets	may	be	diminished,
competitors	may	be	able	to	more	effectively	mimic	our	service	and	methods	of	operations,	the	perception	of	our	business	and
service	to	our	third	party	developer	partners,	potential	developer	partners	and	end	game	users	may	become	confused,	and	our
ability	to	attract	new	developers	and	users	may	be	adversely	affected.	Any	inability	or	failure	to	protect	our	intellectual	property
could	adversely	impact	our	business,	results	of	operations,	financial	condition,	reputation	and	prospects.	Our	commercial
success	also	depends	in	part	on	our	ability	to	operate	without	infringing,	misappropriating	or	otherwise	violating	the	intellectual
property	rights	of	others.	We	may	face	allegations	that	we	have	infringed,	misappropriated	or	otherwise	violated	the	trademarks,
copyrights,	patents	and	other	intellectual	property	rights	of	third	parties,	including	from	our	competitors	and	non-	practicing
entities.	We	may	also	be	subject	to	claims	that	our	employees,	consultants	or	other	advisors	have	wrongfully	used	or	disclosed
alleged	trade	secrets	of	their	former	employers	or	claims	asserting	ownership	of	what	we	regard	as	our	intellectual	property.
Intellectual	property	litigation	may	be	protracted	and	expensive,	and	the	results	are	difficult	to	predict.	As	the	result	of	any	court
judgment	or	settlement,	we	may	be	obligated	to	stop	offering	certain	features	of	our	platform	in	a	particular	geographic	region	or
worldwide,	pay	significant	royalties,	settlement	costs	or	damages	(including	treble	damages	and	attorneys’	fees	if	we	are	found
to	have	willfully	infringed	intellectual	property	rights),	obtain	licenses	(which	may	not	be	available	on	acceptable	terms	or	at
all),	modify	our	platform	and	features,	or	develop	substitutes.	Even	if	we	were	able	to	obtain	a	license,	it	could	be	non-
exclusive,	thereby	giving	our	competitors	and	other	third	parties	access	to	the	same	technologies	licensed	to	us.	Furthermore,
even	if	intellectual	property	disputes	do	not	result	in	litigation,	the	time	and	resources	necessary	to	resolve	them	could	harm	our
business,	results	of	operations,	financial	condition	and	reputation.	Our	limited	operating	history	and	our	history	of	operating
losses	make	it	difficult	to	evaluate	our	current	business	and	prospects	and	may	increase	the	risks	associated	with	your
investment.	Our	limited	operating	history	makes	it	difficult	to	evaluate	our	current	business	and	our	future	prospects,	including
our	ability	to	plan	for	and	model	future	growth.	We	have	encountered	and	will	continue	to	encounter	risks	and	difficulties
frequently	experienced	by	growth	companies	in	constantly	evolving	industries,	including	companies	in	the	technology	sector.	If
we	do	not	address	these	risks	successfully,	our	business	may	be	harmed.	We	have	experienced	net	losses	in	each	period	since
inception.	As	of	December	31,	2022	2023	,	we	had	an	accumulated	deficit	of	$	873	974	.	1	5	million.	The	While	we	have
experienced	significant	revenue	and	user	metrics	growth	in	recent	periods,	the	industry	in	which	we	operate	is	highly
competitive,	rapidly	changing	(including	changes	with	respect	to	advancements	in	artificial	intelligence)	,	and	relies	heavily
on	continually	introducing	compelling	content,	products	and	services.	As	such,	if	we,	in	combination	with	our	third-	party
developers,	fail	to	deliver	such	content,	products	and	services,	do	not	execute	our	strategy	successfully	or	if	our	new	content
launches	are	delayed,	our	revenue	growth,	overall	revenue	or	user	metrics	may	decline,	and	our	operating	results	will	suffer.	In
addition,	our	operating	margin	may	experience	downward	pressure	as	a	result	of	increasing	competition,	increased	user
acquisition	costs	and	the	other	risks	discussed	in	this	Annual	Report.	We	expect	to	continue	to	expend	substantial	financial	and
other	resources	on	expanding	our	developer	and	consumer	base,	our	technology,	the	expansion	of	our	platform,	and	marketing.
Our	operating	costs	will	increase	and	our	operating	margins	may	decline	if	we	do	not	effectively	manage	costs,	launch	new
products	on	schedule	that	monetize	successfully	and	enhance	the	games	featured	on	our	platform.	We	rely	primarily	on	digital
advertising	networks	to	acquire	new	users	to	the	platform.	Increases	in	digital	advertising	costs,	including	on	a	per	user	basis,
could	have	a	material	adverse	effect	on	our	business,	financial	condition	and	results	of	operations,	including	on	our	ability	to
achieve	profitability.	Neither	our	user	acquisition	costs	nor	our	lifetime	customer	value	are	assured,	and	thus	we	cannot	assure
you	that	this	ratio	will	not	further	decline	over	time.	In	addition,	we	cannot	assure	you	that	digital	advertising	costs	will	not
continue	to	increase	in	2023	2024	or	any	other	future	period.	If	our	revenue	does	not	increase	to	offset	any	additional	expenses,
if	we	fail	to	manage	or	experience	unexpected	increases	in	operating	expenses	or	if	we	are	required	to	take	additional	charges
related	to	impairments	or	restructurings,	our	business,	financial	condition,	results	of	operations	and	prospects	may	be	materially
adversely	affected.	Further,	we	have	limited	historical	financial	data	and	operate	in	a	rapidly	evolving	market.	As	such,	any
predictions	about	our	future	revenue	and	expenses	may	not	be	as	accurate	as	they	would	be	if	we	had	a	longer	operating	history
or	operated	in	a	more	predictable	market.	We	rely	on	assumptions	and	estimates	to	calculate	certain	of	our	key	metrics,	and	real
or	perceived	inaccuracies	in	such	metrics	may	harm	our	reputation	and	negatively	affect	our	business.	Certain	of	our	key
metrics,	including	Monthly	Active	Users	or	“	MAUs	”,	Paying	Monthly	Active	Users	or	“	Paying	MAUs	”,	Average	Revenue
Per	Monthly	Active	User	or	“	ARPU	”,	Average	Revenue	Per	Paying	Monthly	Active	User	or	“	ARPPU	”,	Gross	Marketplace
Volume	“	GMV	”,	Average	GMV	Per	Paying	Monthly	Active	User,	Average	GMV	Per	Monthly	Active	User,	Average	end-	user
incentives,	included	as	sales	and	marketing	expense,	per	paying	active	user,	and	Average	end-	user	incentives,	included	as	sales
and	marketing	expense,	per	playing	active	user,	are	calculated	using	data	tracked	by	our	internal	analytics	systems	based	on
tracking	activity	of	user	accounts.	MAUs	means	the	number	of	end-	users	who	entered	into	a	paid	or	free	contest	hosted	on
Skillz’	s	platform	at	least	once	in	a	month,	averaged	over	each	month	in	the	period.	Paying	MAUs	means	the	number	of	end-
users	who	entered	into	a	paid	contest	hosted	on	Skillz’	s	platform	at	least	once	in	a	month,	averaged	over	each	month	in	the
period.	ARPU	means	the	average	monthly	revenue	in	a	given	period	divided	by	average	monthly	MAUs	in	that	period.	ARPPU
means	the	average	monthly	revenue	in	a	given	period	divided	by	average	monthly	Paying	MAUs	in	that	period.	Average	GMV
Per	Paying	Monthly	Active	User	means	the	average	GMV	in	a	given	month	divided	by	Paying	MAUs	in	that	month,	averaged
over	the	period.	Average	GMV	Per	Monthly	Active	User	means	the	average	GMV	in	a	given	month	divided	by	MAUs	in	that
month,	averaged	over	the	period.	Average	end-	user	incentives,	included	as	sales	and	marketing	expense,	per	paying	active	user



reflects	the	average	end-	user	incentives	included	in	sales	and	marketing	expense	in	a	given	month	divided	by	PMAUs	in	that
month,	averaged	over	the	period.	Average	end-	user	incentives,	included	as	sales	and	marketing	expense,	per	playing	active	user
reflects	the	average	end-	user	incentives	included	in	sales	and	marketing	expense	in	a	given	month	divided	by	MAUs	in	that
month,	averaged	over	the	period.	The	analytics	systems	for	these	metrics	and	the	resulting	data	have	not	been	independently
verified.	While	these	numbers	are	based	on	what	we	believe	to	be	reasonable	calculations	for	the	applicable	period	of
measurement,	there	are	inherent	challenges	in	measuring	usage	and	user	engagement	across	the	end-	user	base,	and	factors
relating	to	user	activity	and	systems	may	impact	these	numbers.	The	calculation	of	our	key	metrics	and	examples	of	how	user
activity	and	our	systems	may	impact	the	calculation	of	these	metrics	is	described	in	detail	under	the	heading	titled	“
Management’	s	Discussion	and	Analysis	of	Financial	Condition	and	Results	of	Operations.	”	Our	third-	party	developers	and
investors	rely	on	our	key	metrics	as	a	representation	of	our	performance.	We	regularly	review	and	may	adjust	our	processes	for
calculating	our	internal	metrics	to	improve	their	accuracy.	If	we	determine	that	we	can	no	longer	calculate	any	of	our	key
metrics	with	a	sufficient	degree	of	accuracy,	and	we	cannot	find	an	adequate	replacement	for	the	metric,	our	business,	financial
condition	or	results	of	operations	may	be	harmed.	In	addition,	if	advertisers,	platform	partners	or	investors	do	not	perceive	end-
user	metrics	to	be	accurate	representations	of	the	end-	user	base	or	end-	user	engagement,	or	if	we	discover	material	inaccuracies
in	end-	user	metrics,	our	reputation	may	be	harmed	and	advertisers	and	platform	partners	may	be	less	willing	to	allocate	their
budgets	or	resources	to	our	products	and	services,	which	in	either	case	could	negatively	affect	our	business,	financial	condition,
results	of	operations,	reputation	and	prospects.	Our	workforce	and	operations	have	grown	substantially	since	our	inception.	If
we	are	unable	to	effectively	manage	future	expected	growth,	our	financial	performance	and	future	prospects	will	be	adversely
affected.	Since	our	inception,	we	have	experienced	rapid	growth	in	the	United	States	and	internationally.	This	expansion	has
increased	the	complexity	of	our	business	and	has	placed,	and	will	continue	to	place,	significant	strain	on	our	management,
personnel,	operations,	systems,	technical	performance,	financial	resources,	and	internal	financial	control	and	reporting
functions.	In	the	future,	we	may	not	be	able	to	manage	additional	growth	effectively,	which	could	damage	our	reputation	and
negatively	affect	our	operating	results.	Our	current	and	planned	personnel,	systems,	procedures,	and	controls	may	not	be
adequate	to	support	future	growth	in	our	operations.	To	manage	the	growth	of	our	operations	and	personnel	and	improve	the
technology	that	supports	our	business	operations,	as	well	as	our	financial	and	management	systems,	disclosure	controls	and
procedures,	and	internal	controls	over	financial	reporting,	we	have	been,	and	expect	to	continue	to	be,	required	to	commit
substantial	financial,	operational,	management	and	technical	resources.	Our	failure	to	upgrade	our	technology	or	network
infrastructure	effectively	to	support	future	growth	could	result	in	unanticipated	disruptions.	If	we	are	unable	to	expand	our
operations	and	hire	additional	qualified	personnel	in	an	efficient	manner,	or	if	our	operational	technology	is	insufficient	to
reliably	service	our	platform,	we	could	potentially	face	difficulties	in	retaining	users,	which	would	adversely	affect	our	business,
financial	condition,	operating	results	and	prospects.	Our	organizational	structure	is	complex	and	properly	managing	our
expected	future	growth	will	require	us	to	establish	consistent	policies	across	regions	and	functions,	and	a	failure	to	do	so	could
likewise	harm	our	business.	Moreover,	in	order	to	optimize	our	organizational	structure,	we	may	in	the	future	implement
reductions	in	force,	which	may	yield	unintended	consequences	and	costs,	such	as	attrition	beyond	the	intended	reduction	in
force,	the	distraction	of	employees,	reduced	employee	morale	and	could	adversely	affect	our	reputation	as	an	employer,	which
could	make	it	more	difficult	for	us	to	hire	new	employees	in	the	future	and	increase	the	risk	that	we	may	not	achieve	the
anticipated	benefits	from	the	reduction	in	force.	Continued	growth	and	success	will	depend	on	the	performance	of	the	current
and	future	employees	of	Skillz,	including	certain	key	employees.	Recruitment	and	retention	of	these	individuals	is	vital	to
growing	our	business	and	meeting	our	business	plans.	The	loss	of	any	of	our	key	executives	or	other	key	employees	could	harm
our	business.	Our	ability	to	compete	and	grow	depends	in	large	part	on	the	efforts	and	talents	of	our	employees	and	executives.
Our	success	depends	in	a	large	part	upon	the	continued	service	of	our	senior	management	team,	including	Andrew	Paradise,	our
Founder	and	Chief	Executive	Officer.	Mr.	Paradise	is	critical	to	our	vision,	strategic	direction,	culture,	products	and	technology,
and	the	continued	retention	of	our	entire	senior	management	team	is	important	to	the	success	of	our	operating	plan.	We	do	not
have	employment	agreements,	other	than	offer	letters,	with	our	senior	management	team,	and	we	do	not	maintain	key-	man
insurance	for	members	of	our	senior	management	team.	The	loss	of	any	member	of	our	senior	management	team	could	cause
disruption	and	harm	our	business,	financial	condition,	results	of	operations,	reputation	and	prospects.	Subsequent	to	December
31,	2023,	our	President	and	CFO,	along	with	our	General	Counsel	resigned	from	their	positions.	We	appointed	a	new
CFO	in	January	2024,	and	the	Board	of	Directors	is	working	to	identify	a	successor	General	Counsel.	The	succession
and	transition	process	for	our	new	executive	officers	may	have	a	direct	or	indirect	adverse	effects	on	our	business,
results	of	operations,	and	competitive	position,	including	disruption	of	our	business	or	distraction	of	our	employees	and
management;	difficulty	recruiting,	hiring	motivating	and	retaining	talented	and	skilled	personnel,	including	a	General
Counsel;	departures	of	other	members	of	management;	increased	stock	price	volatility;	and	difficulty	in	establishing
maintaining	or	negotiating	business	or	strategic	relationships	or	transactions.	Further,	there	can	be	no	assurance	that
we	will	be	able	to	attract	and	hire	a	qualified	permanent	General	Counsel	on	acceptable	terms.	In	addition,	our	ability	to
execute	our	strategy	depends	on	our	continued	ability	to	identify,	hire,	develop,	manage,	motivate	and	retain	highly	skilled
employees,	including	game	designers,	engineers,	data	scientists,	operations	personnel,	financial	and	accounting	staff,	product
management	staff	and	sales	and	marketing	staff.	Skilled	and	experienced	personnel	in	the	areas	where	the	company	competes
are	in	high	demand,	and	competition	for	their	talents	is	intense.	We	devote	significant	resources	to	identifying,	recruiting,	hiring,
training,	successfully	integrating	and	retaining	them.	We	have	continued	to	experience	significant	turnover	in	our	headcount,
which	has	placed	and	will	continue	to	place	significant	demands	on	our	management	and	our	operational,	financial	and
technological	infrastructure.	We	cannot	guarantee	we	will	continue	to	attract	and	retain	the	number	of	highly	skilled	employees
we	need,	particularly	with	the	uncertainty	in	the	current	macroeconomic	environment.	In	2022	2023	and	the	first	quarter	of
2024	,	we	continued	to	experience	leadership	changes,	including	a	new	Chief	Financial	Officer	,	General	Counsel	and	other



management	positions.	Furthermore,	we	may	experience	additional	changes	in	key	roles	in	the	future.	Management	transitions
can	be	time-	consuming,	difficult	to	manage	and	could	cause	disruption	to	our	business.	We	believe	that	two	critical	components
of	our	success	and	our	ability	to	retain	our	best	people	are	our	culture	and	our	competitive	compensation	practices.	Further,
many	of	our	employees	receive	a	total	compensation	package	that	includes	equity	awards.	Any	new	regulations,	volatility	in	the
stock	market	and	other	factors	could	diminish	the	company’	s	use	or	the	value	of	the	company’	s	equity	awards,	putting	the
company	at	a	competitive	disadvantage	and	potentially	causing	our	employee	base	to	be	more	vulnerable	to	be	targeted	for
recruitment	by	competitors.	The	failure	to	successfully	hire	and	retain	key	executives	and	employees	or	the	loss	of	any	key
executives	or	employees	could	have	a	significant	impact	on	our	operations,	including	declining	product	identity	and	competitive
differentiation,	eroding	employee	morale	and	productivity	or	an	inability	to	maintain	internal	controls,	regulatory	or	other
compliance	related	requirements.	Additionally,	such	failure	may	also	force	us	to	increase	our	hiring	of	independent	contractors
or	consultants,	which	may	increase	our	costs	and	reduce	our	profitability.	We	must	also	devote	substantial	managerial	and
financial	resources	to	monitoring	and	managing	our	workforce.	Our	future	success	will	depend	on	our	ability	to	manage	the
levels	and	related	costs	of	our	workforce.	We	are	a	party	to	pending	litigation	with	various	plaintiffs	and	we	may	be	subject	to
future	litigation	in	the	operation	of	our	business.	An	adverse	outcome	in	one	or	more	proceedings	could	adversely	affect	our
business.	We	are	involved,	and	in	the	future,	may	become	involved,	in	claims,	suits,	government	investigations,	and	proceedings
arising	in	the	ordinary	course	of	our	business,	including	actions	with	respect	to	intellectual	property	claims,	privacy,	data
protection	or	law	enforcement	matters,	tax	matters,	labor	and	employment	claims,	commercial	and	acquisition-	related	claims
and	other	matters.	Such	claims,	suits,	government	investigations,	and	proceedings	are	inherently	uncertain	and	their	results
cannot	be	predicted.	Regardless	of	their	outcomes,	such	legal	proceedings	can	have	an	adverse	impact	on	us	because	of	legal
costs,	diversion	of	management	and	other	personnel,	and	other	factors.	It	is	possible	that	a	resolution	of	one	or	more	such
proceedings	could	result	in	liability,	penalties,	or	sanctions,	as	well	as	judgments,	consent	decrees,	or	orders	preventing	us	from
offering	certain	features,	functionalities,	products,	or	services,	or	requiring	a	change	in	our	business	practices,	products	or
technologies,	which	could	in	the	future	materially	and	adversely	affect	our	business,	financial	condition,	results	of	operations,
reputation	and	prospects.	Our	insurance	may	not	provide	adequate	levels	of	coverage	against	claims.	We	believe	that	we
maintain	insurance	customary	for	businesses	of	our	size	and	type.	However,	there	are	types	of	losses	we	may	incur	that	cannot
be	insured	against	or	that	we	believe	are	not	economically	reasonable	to	insure.	We	do	not	maintain	“	key	man	”	insurance
policies	on	any	of	our	officers	or	employees.	Moreover,	any	loss	incurred	could	exceed	policy	limits	and	policy	payments	made
to	us	may	not	be	made	on	a	timely	basis.	Such	losses	could	adversely	affect	our	business	prospects,	results	of	operations	and
financial	condition.	The	requirements	of	being	a	public	company,	including	compliance	with	the	Exchange	Act	and	the
Sarbanes-	Oxley	Act	of	2002	(“	Sarbanes-	Oxley	”),	may	strain	our	resources	and	divert	management’	s	attention,	the	increases
in	legal,	accounting	and	compliance	expenses	may	be	greater	than	we	anticipate,	and	there	can	be	no	assurance	that	we	will
satisfy	these	obligations.	In	December	2020,	we	became	a	public	company,	and	as	such,	have	incurred,	and	will	continue	to
incur	(and	particularly	now	that	we	are	no	longer	an	“	emerging	growth	company	”),	significant	legal,	accounting	and	other
expenses	that	Skillz	did	not	incur	as	a	private	company.	We	are	subject	to	the	reporting	requirements	of	the	Exchange	Act	and
are	required	to	comply	with	the	applicable	requirements	of	Sarbanes-	Oxley	and	the	Dodd-	Frank	Wall	Street	Reform	and
Consumer	Protection	Act,	as	well	as	the	rules	and	regulations	subsequently	implemented	by	the	SEC	and	the	listing	standards	of
the	NYSE,	including	changes	in	corporate	governance	practices	and	the	establishment	and	maintenance	of	effective	disclosure
and	financial	controls.	Compliance	with	these	rules	and	regulations	can	be	burdensome.	Our	management	and	other	personnel
need	to	devote	a	substantial	amount	of	time	to	these	compliance	initiatives.	In	addition,	these	rules	and	regulations	have	and	will
continue	to	increase	our	historical	legal	and	financial	compliance	costs	and	will	make	some	activities	more	time-	consuming	and
costly.	For	example,	we	expect	that	these	rules	and	regulations	may	make	it	more	difficult	and	more	expensive	for	us	to	attract
and	retain	qualified	members	of	our	Board	of	Directors	(the	“	Board	”)	as	compared	to	Skillz	as	a	private	company.	In	particular,
we	expect	to	incur	significant	expenses	and	devote	substantial	management	effort	toward	the	remediation	of	material
weaknesses.	We	will	need	to	hire	additional	accounting	and	financial	staff,	and	engage	outside	consultants,	all	with	appropriate
experience	and	technical	accounting	knowledge	and	maintain	an	internal	audit	function,	which	will	increase	our	operating
expenses.	Further,	changing	laws,	regulations	and	standards	relating	to	corporate	governance	and	public	disclosure	are	creating
uncertainty	for	public	companies,	increasing	legal	and	financial	compliance	costs	and	making	some	activities	more	time
consuming.	We	must	invest	resources	to	comply	with	evolving	laws,	regulations	and	standards,	and	such	investment	may	result
in	further	increased	general	and	administrative	expenses.	If	our	efforts	to	comply	with	new	laws,	regulations	and	standards	differ
from	the	activities	intended	by	regulatory	or	governing	bodies	due	to	ambiguities	related	to	their	application	and	practice,
regulatory	authorities	may	initiate	legal	proceedings	against	us,	and	there	could	be	a	material	adverse	effect	on	our	business,
financial	condition,	cash	flows	and	results	of	operations.	Our	reported	financial	results	may	be	affected	by	changes	in
accounting	principles	generally	accepted	in	the	United	States.	Generally	accepted	accounting	principles	(“	GAAP	”)	in	the
United	States	are	subject	to	interpretation	by	the	Financial	Accounting	Standards	Board	(“	FASB	”),	the	SEC	and	various	bodies
formed	to	promulgate	and	interpret	appropriate	accounting	principles.	A	change	in	these	principles	or	interpretations	could	have
a	significant	effect	on	our	reported	financial	results,	and	could	affect	the	reporting	of	transactions	completed	before	the
announcement	of	a	change.	Any	difficulties	in	implementing	these	pronouncements	could	cause	us	to	fail	to	meet	our	financial
reporting	obligations,	which	could	result	in	regulatory	discipline	and	harm	investors’	confidence	in	us.	We	may	require
additional	capital	to	support	our	growth	plans,	and	such	capital	may	not	be	available	on	terms	acceptable	to	us,	if	at	all.	This
could	hamper	our	growth	and	adversely	affect	our	business,	financial	condition,	results	of	operations	and	prospects.	We	intend	to
continue	to	make	significant	investments	to	support	our	business	growth	and	may	require	additional	funds	to	respond	to	business
challenges,	including	the	need	to	develop	new	games	and	features	or	enhance	our	existing	games,	improve	our	operating
infrastructure	or	acquire	complementary	businesses,	personnel	and	technologies.	During	the	year	ended	December	31,	2023,



we	spent	$	135.	9	million	for	early	principal	payments	on	our	debt	and	$	13.	0	million	to	repurchase	our	common	stock.
These	significant	outflows	may	affect	our	future	cash	flows	negatively.	Accordingly,	we	may	need	to	engage	in	equity	or
debt	financings	-	financing	to	secure	additional	funds.	If	we	raise	additional	funds	through	future	issuances	of	equity	or
convertible	debt	securities,	our	existing	stockholders	could	suffer	significant	dilution,	and	any	new	equity	securities	we	issue
could	have	rights,	preferences	and	privileges	superior	to	those	of	holders	of	our	Class	A	common	stock.	Our	debt	financing	(see
Risks	Related	to	Our	Indebtedness)	involves	offering	additional	security	interests	and	undertaking	restrictive	covenants	relating
to	our	capital	raising	activities	and	other	financial	and	operational	matters,	which	may	make	it	more	difficult	for	us	to	obtain
additional	capital	and	to	pursue	business	opportunities,	including	potential	acquisitions.	Additionally,	if	we	seek	to	access
additional	capital	or	increase	our	borrowing,	there	can	be	no	assurance	that	financing	and	credit	may	be	available	on	favorable
terms,	if	at	all.	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	our	business	growth	and	to	respond	to	business	challenges	could	be	significantly	impaired,	and	our
business,	financial	condition	or	results	of	operations	may	be	harmed.	Our	investment	portfolio	and	our	ability	to	access	cash	and
cash	equivalents	may	become	impaired	by	deterioration	of	the	financial	markets.	Our	cash	equivalent	and	investment	portfolio
is	invested	with	a	goal	of	preserving	our	access	to	capital,	and	generally	consists	of	money	market	funds,	corporate	debt
securities,	U.	S.	government	and	government	agency	debt	securities,	mutual	funds,	certificates	of	deposit	and	time	deposits.	We
follow	an	established	investment	policy	and	set	of	guidelines	to	monitor	and	help	mitigate	our	exposure	to	interest	rate	and
credit	risk.	The	policy	sets	forth	credit	quality	standards,	permissible	allocations	of	certain	sectors	and	limits	our	exposure	to
specific	investment	types,	and	we	believe	our	current	investment	portfolio	has	a	low	risk	of	material	impairment.	However,
volatility	in	the	global	financial	markets	can	negatively	impact	the	value	of	our	investments.	If	financial	markets	experience
volatility,	investments	in	some	financial	instruments	may	pose	risks	arising	from	market	liquidity	and	credit	concerns.	In
addition,	any	disruption	of	the	capital	markets	could	cause	our	other	income	and	expenses	to	vary	from	expectations.	Lastly,
changing	circumstances	and	market	conditions,	some	of	which	may	be	beyond	our	control,	could	impair	our	ability	to	access	our
existing	cash	and	cash	equivalents	and	investments	and	to	timely	pay	key	vendors	and	others.	For	example,	on	March	10,	2023,
Silicon	Valley	Bank	(“	SVB	”)	was	placed	into	receivership	with	the	Federal	Deposit	Insurance	Corporation	(“	FDIC	”),	which
resulted	in	all	funds	held	at	SVB,	including	our	funds	held	at	SVB,	being	temporarily	inaccessible	by	SVB’	s	customers.	As	of
March	30	December	31	,	2023,	we	have	had	approximately	$	22	3	.	0	5	million	of	cash	remaining	with	SVB.	If	other	banks
and	financial	institutions	with	whom	we	have	banking	relationships	enter	receivership	or	become	insolvent	in	the	future	in
response	to	financial	conditions	affecting	the	banking	system	and	financial	markets,	we	may	be	unable	to	access,	and	we	may
lose,	some	or	all	of	our	existing	cash	and	cash	equivalents	and	investments	to	the	extent	those	funds	are	not	insured	or	otherwise
protected	by	the	FDIC.	Global	climate	change,	the	occurrence	of	an	earthquake,	other	natural	disaster	or	other	significant
business	interruption	at	or	near	any	of	our	facilities	could	cause	damage	to	our	facilities	and	equipment	and	interfere	with	our
operations.	There	is	evidence	of	global	climate	change,	which	could	present	risks	to	our	future	operations	from	natural	disasters
and	extreme	weather	conditions,	such	as	hurricanes,	tornadoes,	earthquakes,	wildfires	or	flooding.	Such	extreme	weather
conditions	could	pose	physical	risks	to	our	facilities	and	disrupt	operation	of	our	third-	party	developer	partners,	service
providers	and	our	game	players	and	may	increase	operational	costs.	Concern	over	climate	change	will	likely	result	in	new	legal
or	regulatory	requirements	designed	to	identify	or	mitigate	the	effects	of	climate	change	on	the	environment.	For	example,	in	the
U.	S.,	the	SEC	is	actively	engaged	in	climate-	related	rule	making.	These	proposed	rules,	depending	on	how	they	are	finally
adopted,	as	well	as	other	changes	the	government	might	implement,	could	impose	significant	new	burdens	on	us	and	our	third-
party	developer	partners	and	service	providers,	with	significant	costs	and	operational	impacts,	and	adversely	impact	our	ability
to	maintain	our	platform	and	operate	successfully.	If	such	laws	or	regulations	are	more	stringent	than	current	legal	or	regulatory
requirements,	we	may	experience	increased	compliance	burdens	and	costs	to	meet	the	regulatory	obligations.	Risks	Related	to
Ownership	of	Our	Class	A	Common	Stock	The	trading	price	of	our	Class	A	common	stock	has	been,	and	may	continue	to	be,
volatile,	and	the	value	of	our	Class	A	common	stock	may	decline.	The	market	price	of	our	Class	A	common	stock	has	been	and
may	continue	to	be	subject	to	wide	fluctuations	in	response	to	numerous	factors,	many	of	which	are	beyond	our	control,
including:	•	actual	or	anticipated	fluctuations	in	our	financial	condition	and	operating	results;	•	changes	in	projected	operational
and	financial	results;	•	changes	in	laws	or	regulations	applicable	to	our	offerings;	•	the	commencement	or	conclusion	of	legal
proceedings	that	involve	us;	•	actual	or	anticipated	changes	in	our	growth	rate	relative	to	our	competitors;	•	announcements	of
new	offerings	by	us	or	our	competitors;	•	announcements	by	us	or	our	competitors	of	significant	acquisitions,	strategic
partnerships,	joint	ventures	or	capital-	raising	activities	or	commitments;	•	additions	or	departures	of	key	personnel;	•	issuance
of	new	or	updated	research	or	reports	by	securities	analysts;	•	the	use	by	investors	or	analysts	of	third-	party	data	regarding	our
business	that	may	not	reflect	our	financial	performance;	•	fluctuations	in	the	valuation	of	companies	perceived	by	investors	to	be
comparable	to	us;	•	sales	of	our	Class	A	common	stock;	•	share	price	and	volume	fluctuations	attributable	to	inconsistent	trading
volume	levels	of	our	shares;	and	•	general	economic	and	market	conditions.	Furthermore,	the	stock	markets	frequently
experience	extreme	price	and	volume	fluctuations	that	affect	the	market	prices	of	equity	securities	of	many	companies.	These
fluctuations	often	have	been	unrelated	or	disproportionate	to	the	operating	performance	of	those	companies.	These	broad	market
and	industry	fluctuations,	as	well	as	general	economic,	political	and	market	conditions	such	as	recessions,	elections,	interest	rate
changes	or	international	currency	fluctuations,	may	negatively	impact	the	market	price	of	our	Class	A	common	stock.	As	a
result	of	such	fluctuations,	you	may	not	realize	any	return	on	your	investment	in	us	and	may	lose	some	or	all	of	your	investment.
In	the	past,	companies	that	have	experienced	volatility	in	the	market	price	of	their	stock	have	been	subject	to	securities	class
action	litigation.	We	are	currently	the	target	of	this	type	of	litigation,	and	may	continue	to	be	such	a	target	in	the	future,	which
could	result	in	substantial	costs	and	divert	our	management’	s	attention	from	other	business	concerns.	Furthermore,	the	trading
price	of	our	Class	A	common	stock	may	be	adversely	affected	by	third-	parties	trying	to	drive	down	the	market	price.	Short
sellers	and	others,	some	of	whom	post	anonymously	on	social	media,	may	be	positioned	to	profit	if	our	stock	declines	and	their



activities	can	negatively	affect	our	stock	price.	These	broad	market	and	industry	factors	may	seriously	harm	the	market	price	of
our	Class	A	common	stock,	regardless	of	our	operating	performance.	Additionally,	on	August	18,	2023,	the	Board	authorized
the	Company	to	repurchase,	at	any	time	or	from	time	to	time	but	for	a	period	no	longer	than	one	year	from	the	date	of
authorization,	shares	of	the	Company’	s	Class	A	common	stock,	par	value	$	0.	0001	per	share	(the	“	Common	Stock	”),
having	an	aggregate	purchase	price	not	to	exceed	$	65.	0	million	(a)	on	the	New	York	Stock	Exchange	(the	“	NYSE	”)	or
any	other	national	securities	exchange	on	which	the	Common	Stock	is	then	traded,	(b)	pursuant	to	a	plan	effected
pursuant	to	Rule	10b5-	1	(a	“	Rule	10b5-	1	Plan	”)	promulgated	under	the	Exchange	Act,	and	/	or	(c)	pursuant	to
accelerated	share	repurchase	arrangements,	tender	offers,	privately	negotiated	transactions	or	otherwise	(the	“	Share
Repurchase	Program	”).	The	result	of	this	program	has	an	indeterminable	impact	on	our	stock	price	and	may	not
enhance	long-	term	stockholder	value.	There	can	be	no	assurance	that	we	will	be	able	to	remain	in	compliance	with	the
continued	listing	standards	of	the	NYSE.	The	NYSE	considers	a	listed	company	to	be	out	of	compliance	with	its	continued
listing	standards	if,	among	other	things,	the	average	closing	price	of	the	company’	s	stock	is	less	than	$	1.	00	over	a	period	of	30
consecutive	trading	days.	If	the	listed	company	does	not	regain	compliance	within	the	NYSE’	s	six-	month	cure	period,	it	will
be	subject	to	delisting	.	We	received	a	notification	from	the	NYSE	on	December	16,	2022	that	the	30-	day	average	trading	price
of	our	Class	A	common	stock	fell	below	$	1.	00	in	violation	of	NYSE’	s	listing	standards.	We	notified	the	NYSE	of	our	intent	to
cure	the	stock	price	deficiency	to	regain	compliance	with	the	NYSE	continued	listing	standard	by	June	16,	2023	.	Our	Class	A
common	stock	could	also	be	delisted	if	(i)	our	average	market	capitalization	over	a	consecutive	30	trading-	day	period	is	less
than	$	15	million,	or	(ii)	our	Class	A	common	stock	trades	at	an	“	abnormally	low	”	price.	In	either	case,	our	Class	A	common
stock	would	be	suspended	from	trading	on	the	NYSE	immediately,	and	the	NYSE	would	begin	the	process	to	delist	our	Class	A
common	stock,	subject	to	our	right	to	appeal	under	NYSE	rules.	Additionally,	the	NYSE	considers	a	listed	company	to	be	out	of
compliance	with	its	continued	listing	standards	if	the	company’	s	average	global	market	capitalization	over	a	30	consecutive
trading-	day	period	is	less	than	$	50.	0	million	and,	at	the	same	time,	the	company’	s	stockholders’	equity	is	less	than	$	50.	0
million.	If	any	of	these	were	to	occur,	there	is	no	assurance	that	any	appeal	we	undertake	in	these	or	other	circumstances	would
be	successful,	nor	is	there	any	assurance	that	we	will	remain	in	compliance	with	the	other	NYSE	continued	listing	standards.	If
we	fail	to	satisfy	the	NYSE’	s	continued	listing	standards,	our	Class	A	common	stock	will	be	subject	to	delisting.	Delisting	from
the	NYSE	would	likely	have	a	negative	effect	on	the	liquidity	and	market	price	of	our	Class	A	common	stock,	reduce	the
number	of	investors	willing	to	hold	or	acquire	our	Class	A	common	stock,	limit	or	reduce	the	amount	of	analyst	coverage	we
receive,	and	impair	your	ability	to	sell	or	purchase	our	Class	A	common	stock	when	you	wish	to	do	so.	In	addition,	a	delisting
from	the	NYSE	might	negatively	impact	our	reputation	and,	as	a	consequence,	our	business.	Additionally,	if	we	were	delisted
from	the	NYSE	and	we	are	not	able	to	list	our	Class	A	common	stock	on	another	national	exchange	we	will	not	be	eligible	to
use	Form	S-	3	registration	statements,	which	would	delay	our	ability	to	raise	funds	in	the	future,	limit	the	type	of	offerings	of
Class	A	common	stock	we	could	undertake,	and	increase	the	expenses	of	any	offering.	In	the	event	of	a	delisting	of	our	Class	A
common	stock,	we	can	provide	no	assurance	that	any	action	taken	by	us	to	restore	compliance	with	listing	requirements	would
allow	our	securities	to	become	listed	again,	stabilize	the	market	price	or	improve	the	liquidity	of	our	Class	A	common	stock,
prevent	our	Class	A	common	stock	from	dropping	below	the	NYSE	minimum	share	price	requirement	or	prevent	future	non-
compliance	with	the	NYSE’	s	listing	standards.	Additionally,	if	our	Class	A	common	stock	is	not	listed	on,	or	becomes	delisted
from,	the	NYSE	for	any	reason,	and	is	quoted	on	the	OTC	Bulletin	Board,	an	inter-	dealer	automated	quotation	system	for
equity	securities	that	is	not	a	national	securities	exchange,	the	liquidity	and	price	of	our	Class	A	common	stock	may	be	more
limited	than	if	we	were	quoted	or	listed	on	the	NYSE	or	another	national	securities	exchange.	You	may	be	unable	to	sell	your
Class	A	common	stock	unless	a	market	can	be	established	or	sustained.	We	are	a	“	controlled	company	”	within	the	meaning	of
the	rules	of	the	NYSE	and	our	stockholders	do	not	have	certain	corporate	governance	protections	that	are	available	to
stockholders	of	companies	that	are	not	controlled	companies.	So	long	as	more	than	50	%	of	the	voting	power	for	the	election	of
our	directors	is	held	by	an	individual,	a	group	or	another	company,	we	will	qualify	as	a	“	controlled	company	”	within	the
meaning	of	the	NYSE	corporate	governance	standards.	As	of	December	31,	2022	2023	,	Mr.	Paradise	controls	controlled	82	%
of	the	voting	power	of	our	outstanding	capital	stock.	As	a	result,	we	are	presently	a	“	controlled	company	”	within	the	meaning
of	the	NYSE	corporate	governance	standards	and	will	not	be	subject	to	the	requirements	that	would	otherwise	require	us	to	have:
(i)	a	majority	of	independent	directors;	(ii)	a	nominating	committee	comprised	solely	of	independent	directors;	(iii)
compensation	of	our	executive	officers	determined	by	a	majority	of	the	independent	directors	or	a	compensation	committee
comprised	solely	of	independent	directors;	and	(iv)	director	nominees	selected,	or	recommended	for	the	Board’	s	selection,
either	by	a	majority	of	the	independent	directors	or	a	nominating	committee	comprised	solely	of	independent	directors.	Mr.
Paradise’	s	equity	interest	in	us	may	be	diluted	due	to	future	equity	issuances	by	us	or	his	own	actions	in	selling	shares	of	Class
B	common	stock	in	each	case,	which	could	result	in	a	loss	of	the	“	controlled	company	”	exemption	under	the	NYSE	listing
rules.	We	would	then	be	required	to	comply	with	corporate	governance	protections	of	the	NYSE	listing	requirements	described
above.	The	dual	class	structure	of	our	common	stock	has	the	effect	of	concentrating	voting	power	with	our	Chief	Executive
Officer	and	Co-	Founder,	which	will	limit	an	investor’	s	ability	to	influence	the	outcome	of	important	transactions,	including	a
change	in	control.	Shares	of	our	Class	B	common	stock	have	20	votes	per	share,	while	shares	of	our	Class	A	common	stock
have	one	vote	per	share.	Mr.	Paradise	holds	all	of	the	issued	and	outstanding	shares	of	our	Class	B	common	stock	and,	as	of
December	31,	2022	2023	,	held	82	%	of	the	voting	power	of	our	capital	stock	on	a	fully-	diluted	basis.	Accordingly,	Mr.
Paradise	will	be	able	to	control	matters	submitted	to	our	stockholders	for	approval,	including	the	election	of	directors,
amendments	of	our	organizational	documents	and	any	merger,	consolidation,	sale	of	all	or	substantially	all	of	our	assets	or	other
major	corporate	transactions.	Mr.	Paradise	may	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	us,	could	deprive	our	stockholders	of	an	opportunity	to	receive	a	premium	for	their	capital	stock



as	part	of	a	sale	of	us	and	might	ultimately	affect	the	market	price	of	shares	of	our	Class	A	common	stock	.	We	cannot	predict
the	impact	our	dual	class	structure	may	have	on	the	stock	price	of	our	Class	A	common	stock.	We	cannot	predict	whether	our
dual	class	structure	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	indexes.	Under	these	policies,	our	dual	class	capital	structure	would	make	us
ineligible	for	inclusion	in	certain	indices,	and	as	a	result,	mutual	funds,	exchange-	traded	funds	and	other	investment	vehicles
that	attempt	to	passively	track	those	indices	will	not	be	investing	in	our	stock.	It	is	unclear	what	effect,	if	any,	these	policies	will
have	on	the	valuations	of	publicly	traded	companies	excluded	from	such	indices,	but	it	is	possible	that	they	may	depress
valuations,	as	compared	to	similar	companies	that	are	included.	As	a	result,	the	market	price	of	shares	of	our	Class	A	common
stock	could	be	adversely	affected.	Delaware	law	and	provisions	in	our	Third	Fourth	Amended	and	Restated	Certificate	of
Incorporation	(our	“	Charter	”)	and	Amended	and	Restated	Bylaws	(our	“	Bylaws	”)	could	make	a	takeover	proposal	more
difficult.	Our	organizational	documents	are	governed	by	Delaware	law.	Certain	provisions	of	Delaware	law	and	of	our	Charter
and	Bylaws	could	discourage,	delay,	defer	or	prevent	a	merger,	tender	offer,	proxy	contest	or	other	change	of	control	transaction
that	a	stockholder	might	consider	in	its	best	interest,	including	those	attempts	that	might	result	in	a	premium	over	the	market
price	for	the	shares	of	Class	A	common	stock	held	by	our	stockholders.	These	provisions	provide	for,	among	other	things:	•	the
ability	of	our	Board	to	issue	one	or	more	series	of	preferred	stock;	•	stockholder	action	by	written	consent	only	until	the	first
time	when	Mr.	Paradise	ceases	to	beneficially	own	a	majority	of	the	voting	power	of	our	capital	stock;	•	certain	limitations	on
convening	special	stockholder	meetings;	•	advance	notice	for	nominations	of	directors	by	stockholders	and	for	stockholders	to
include	matters	to	be	considered	at	our	annual	meetings;	•	amendment	of	certain	provisions	of	the	organizational	documents
only	by	the	affirmative	vote	of	(i)	a	majority	of	the	voting	power	of	our	capital	stock	so	long	as	Mr.	Paradise	beneficially	owns
shares	representing	a	majority	of	the	voting	power	of	our	capital	stock	and	(ii)	at	least	two-	thirds	of	the	voting	power	of	the
capital	stock	from	and	after	the	time	that	Mr.	Paradise	ceases	to	beneficially	own	shares	representing	a	majority	of	the	voting
power	of	our	voting	stock;	and	•	a	dual-	class	common	stock	structure	with	20	votes	per	share	of	our	Class	B	common	stock,	the
result	of	which	is	that	Mr.	Paradise	has	the	ability	to	control	the	outcome	of	matters	requiring	stockholder	approval,	even	though
Mr.	Paradise	owns	less	than	a	majority	of	the	outstanding	shares	of	our	capital	stock.	These	anti-	takeover	provisions	as	well	as
certain	provisions	of	Delaware	law	could	make	it	more	difficult	for	a	third	party	to	acquire	us,	even	if	the	third	party’	s	offer
may	be	considered	beneficial	by	many	of	our	stockholders.	As	a	result,	our	stockholders	may	be	limited	in	their	ability	to	obtain
a	premium	for	their	shares.	If	prospective	takeovers	are	not	consummated	for	any	reason,	we	may	experience	negative	reactions
from	the	financial	markets,	including	negative	impacts	on	the	price	of	our	common	stock.	These	provisions	could	also
discourage	proxy	contests	and	make	it	more	difficult	for	our	stockholders	to	elect	directors	of	their	choosing	and	to	cause	us	to
take	other	corporate	actions	that	our	stockholders	desire.	Our	Charter	designates	the	Court	of	Chancery	of	the	State	of	Delaware
as	the	sole	and	exclusive	forum	for	certain	types	of	actions	and	proceedings	and	the	federal	district	courts	as	the	sole	and
exclusive	forum	for	other	types	of	actions	and	proceedings,	in	each	case,	that	may	be	initiated	by	our	stockholders,	which	could
limit	our	stockholders’	ability	to	obtain	what	such	stockholders	believe	to	be	a	favorable	judicial	forum	for	disputes	with	us	or
our	directors,	officers	or	other	employees.	Our	Charter	provides	that,	unless	we	consent	to	the	selection	of	an	alternative	forum,
any	(i)	derivative	action	or	proceeding	brought	on	behalf	of	us;	(ii)	action	asserting	a	claim	of	breach	of	a	fiduciary	duty	owed
by	any	director,	officer	or	other	employee	of	ours	to	us	or	our	stockholders;	(iii)	action	asserting	a	claim	against	us	or	any
director	or	officer	arising	pursuant	to	any	provision	of	the	General	Corporation	Law	of	the	State	of	Delaware	or	our	Charter	or
Bylaws;	(iv)	any	action	to	interpret,	apply,	enforce	or	determine	the	validity	of	any	provisions	in	our	Charter	or	Bylaws;	or	(v)
action	asserting	a	claim	against	us	or	any	director	or	officer	of	ours	governed	by	the	internal	affairs	doctrine,	shall,	to	the	fullest
extent	permitted	by	law,	be	exclusively	brought	in	the	Court	of	Chancery	of	the	State	of	Delaware	or,	if	such	court	does	not	have
subject	matter	jurisdiction	thereof,	the	federal	district	court	of	the	State	of	Delaware.	Subject	to	the	foregoing,	the	federal	district
courts	of	the	United	States	are	the	exclusive	forum	for	the	resolution	of	any	action,	suit	or	proceeding	asserting	a	cause	of	action
under	the	Securities	Act.	The	exclusive	forum	provision	does	not	apply	to	suits	brought	to	enforce	any	liability	or	duty	created
by	the	Exchange	Act.	Any	person	or	entity	purchasing	or	otherwise	acquiring	an	interest	in	any	shares	of	our	capital	stock	shall
be	deemed	to	have	notice	of	and	to	have	consented	to	the	forum	provisions	in	our	Charter.	These	choice-	of-	forum	provisions
may	limit	a	stockholder’	s	ability	to	bring	a	claim	in	a	judicial	forum	that	he,	she	or	it	believes	to	be	favorable	for	disputes	with
us	or	our	or	directors,	officers	or	other	employees,	which	may	discourage	such	lawsuits.	We	note	that	there	is	uncertainty	as	to
whether	a	court	would	enforce	these	provisions	and	that	investors	cannot	waive	compliance	with	the	federal	securities	laws	and
the	rules	and	regulations	thereunder.	Section	22	of	the	Securities	Act	creates	concurrent	jurisdiction	for	state	and	federal	courts
over	all	suits	brought	to	enforce	any	duty	or	liability	created	by	the	Securities	Act	or	the	rules	and	regulations	thereunder.
Alternatively,	if	a	court	were	to	find	these	provisions	of	our	Charter	inapplicable	or	unenforceable	with	respect	to	one	or	more	of
the	specified	types	of	actions	or	proceedings,	we	may	incur	additional	costs	associated	with	resolving	such	matters	in	other
jurisdictions,	which	could	materially	adversely	affect	our	business,	financial	condition	and	results	of	operations	and	result	in	a
diversion	of	the	time	and	resources	of	our	management	and	Board.	We	have	never	declared	or	paid	any	cash	dividends	on	our
capital	stock,	and	we	do	not	intend	to	pay	any	cash	dividends	in	the	foreseeable	future.	Any	determination	to	pay	dividends	in
the	future	will	be	at	the	discretion	of	our	Board.	Accordingly,	the	holders	of	our	common	stock	may	need	to	rely	on	sales	of	our
common	stock	after	price	appreciation,	which	may	never	occur,	as	the	only	way	to	realize	any	future	gains	on	their	investment.
We	do	not	intend	to	pay	dividends	for	the	foreseeable	future.	Our	indebtedness	could	adversely	affect	our	financial	health	and
our	ability	to	execute	our	business	strategy.	As	of	December	31,	2022	2023	,	the	aggregate	indebtedness	under	our	senior
secured	notes	was	$	289	129	.	5	7	million.	We	expect	to	maintain	significant	levels	of	indebtedness	going	forward.	Our
indebtedness	could	have	important	consequences	including:	•	making	it	more	difficult	for	us	to	satisfy	our	obligations	with
respect	to	our	debt,	and	any	failure	to	comply	with	the	obligations	under	our	debt	instruments,	including	restrictive	covenants,



could	result	in	an	event	of	default	under	the	indenture	governing	our	senior	secured	notes	or	agreements	governing	future
indebtedness;	•	increasing	our	vulnerability	to	adverse	general	economic	and	industry	conditions;	•	limiting	our	flexibility	in
planning	for,	or	reacting	to,	changes	in	the	economy	and	our	industry;	•	placing	us	at	a	competitive	disadvantage	compared	to
our	competitors	with	less	indebtedness;	•	making	it	more	difficult	to	borrow	additional	funds	in	the	future	to	fund	growth,
acquisitions,	working	capital,	capital	expenditures	and	other	purposes;	and	•	potentially	requiring	us	to	dedicate	a	substantial
portion	of	our	cash	flow	from	operations	to	payments	on	our	indebtedness,	thereby	reducing	the	availability	of	our	cash	flow	to
fund	our	other	business	needs.	We	receive	debt	ratings	from	the	major	credit	rating	agencies	in	the	U.	S.	Factors	that	may
impact	our	credit	ratings	include	debt	levels,	planned	asset	purchases	or	sales	and	near-	term	and	long-	term	production	growth
opportunities.	Our	credit	rating	as	of	December	31,	2023	was	CCC	from	S	&	P	Global	Ratings.	Liquidity,	asset	quality,	cost
structure,	reserve	mix	and	other	factors	could	also	be	considered	by	the	rating	agencies.	Any	downgrade	in	our	credit	rating	or
the	ratings	of	our	indebtedness,	or	adverse	conditions	in	the	debt	capital	markets,	could:	•	adversely	affect	the	trading	price	of,
or	market	for,	our	existing	or	future	debt;	•	increase	interest	expense	under	future	debt;	•	increase	the	cost	of,	and	adversely
affect	our	ability	to	refinance,	our	existing	debt;	and	•	adversely	affect	our	ability	to	raise	additional	debt.	A	debt	rating	is	not	a
recommendation	by	the	rating	agency	to	buy,	sell,	or	hold	and	each	rating	should	be	evaluated	independently	of	any
other	rating.	Credit	rating	agencies	review	their	ratings	periodically	and,	therefore,	the	credit	ratings	assigned	to	us	by
each	agency	may	be	subject	to	revision	at	any	time.	The	instruments	governing	our	indebtedness	impose	certain	restrictions
on	our	business,	and	future	such	instruments	could	impose	new	restrictions	on	our	business.	The	instruments	governing	our
indebtedness,	including	the	indenture	governing	our	senior	secured	notes,	contain	certain	covenants	imposing	restrictions	on	our
business.	These	restrictions	may	affect	our	ability	to	operate	our	business,	to	plan	for,	or	react	to,	changes	in	the	market
conditions	or	our	capital	needs	and	may	limit	our	ability	to	take	advantage	of	potential	business	opportunities	as	they	arise.	The
credit	facility	and	the	indenture	governing	the	senior	secured	notes	include	covenants	restricting,	among	other	things,	our	ability
to	do	the	following	under	certain	circumstances:	•	incur	or	guarantee	additional	indebtedness	or	issue	certain	disqualified	or
preferred	stock;	•	pay	dividends	or	make	other	distributions	on,	or	redeem	or	purchase	any	equity	interests	or	make	other
restricted	payments;	•	make	certain	acquisitions	or	investments;	•	create	or	incur	liens;	•	transfer	or	sell	assets;	•	incur
restrictions	on	the	payment	of	dividends	or	other	distributions	from	our	restricted	subsidiaries;	•	alter	the	business	that	we
conduct;	•	enter	into	transactions	with	affiliates;	•	conduct	buy-	back	or	share	repurchase	programs;	and	•	consummate	a
merger	or	consolidation	or	sell,	assign,	transfer,	lease	or	otherwise	dispose	of	all	or	substantially	all	our	assets.	In	addition,	the
instruments	contain	customary	events	of	default	upon	the	occurrence	of	which,	after	any	applicable	grace	period,	the
indebtedness	could	be	declared	immediately	due	and	payable.	In	such	event,	we	may	not	have	sufficient	available	cash	to	repay
such	debt	at	the	time	it	becomes	due,	or	be	able	to	refinance	such	debt	on	acceptable	terms	or	at	all.	Any	of	the	foregoing	could
materially	adversely	affect	our	business,	financial	condition	and	results	of	operations.	Servicing	our	debt	requires	a	significant
amount	of	cash,	and	we	may	not	have	sufficient	cash	flow	from	our	business	to	service	or	repay	our	substantial	debt.	Our	ability
to	make	scheduled	payments	of	the	principal	of,	to	pay	interest	on,	and	to	refinance	our	debt,	depends	on	our	future	performance,
which	is	subject	to	economic,	financial,	competitive	and	other	factors.	Our	business	may	not	generate	cash	flow	from	operations
in	the	future	sufficient	to	satisfy	our	obligations	under	our	current	indebtedness	and	any	future	indebtedness	we	may	incur	and	to
make	necessary	capital	expenditures.	If	we	are	unable	to	generate	such	cash	flow,	we	may	be	required	to	adopt	one	or	more
alternatives,	such	as	reducing	or	delaying	investments	or	capital	expenditures,	selling	assets,	refinancing	or	obtaining	additional
equity	capital	on	terms	that	may	be	onerous	or	highly	dilutive.	Our	ability	to	refinance	our	outstanding	indebtedness	or	future
indebtedness	will	depend	on	market	conditions	and	our	financial	position	at	such	time.	We	may	not	be	able	to	engage	in	any	of
these	activities	or	engage	in	these	activities	on	desirable	terms	when	needed,	which	could	result	in	a	default	on	our	indebtedness.
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