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NOTE REGARDING FORWARD-LOOKING STATEMENTS AND RISK FACTOR SUMMARY

This Quarterly Report on Form 10-Q contains forward-looking statements about us and our industry that involve substantial risks and uncertainties.
All statements other than statements of historical fact, including statements regarding our future results of operations or financial condition, business
strategy and plans, and objectives of management for future operations are forward-looking statements. In some cases, you can identify forward-looking
statements because they contain words such as "aim," "anticipate," "believe," "contemplate," "continue," "could," "estimate," "expect," "intend," "may,"
"plan," "potential," "predict," "project," "should," "target," "toward," "will," "would," or the negative of these words or other similar terms or expressions.

You should not rely on forward-looking statements as predictions of future events. We have based the forward-looking statements contained in this
Quarterly Report on Form 10-Q primarily on our current expectations and projections about future events and trends that we believe may affect our
business, financial condition, and operating results. Readers are cautioned that these forward-looking statements are only predictions and are subject to
risks, uncertainties, and assumptions that are difficult to predict, including those identified and discussed in greater detail below, under "Part Il, ltem 1A.
Risk Factors" and summarized below.

. We have a history of losses and may not achieve or sustain profitability on a GAAP basis in the future.

. If we fail to successfully execute our plans to reset our portfolio to focus on our Strategic Portfolio and to right-size our investments, our
business will be harmed.

. If we are not able to grow efficiently and manage our costs, we may not achieve profitability on a GAAP basis.

. We may fail to realize the possible synergies between our Create and Grow Solutions, including the benefits of the ironSource Merger, or

those synergies may take longer to realize than expected.

. If we are unable to retain our existing customers and expand their use of our platform, or attract new customers, our growth and operating
results could be adversely affected, and we may be required to reconsider our growth strategy.

. The markets in which we participate are competitive, and if we do not compete effectively, our business, financial condition, and results of
operations could be harmed. For example, in the third quarter of 2023 we announced changes to our pricing model for our Create Solutions,
which will become effective for users of the next major release of the software expected to be available in 2024. We experienced a high
volume of negative customer feedback including a boycott and a slowdown of signing new contracts and renewals as a result of these
changes which we believe negatively impacted our Grow Solutions revenue in the second half of 2023. We periodically review our pricing
structures and business models. Decisions to change how we price our products or services have in the past and may in the future be viewed
unfavorably and harm our business.

. Operating system platform providers or application stores may change terms of service, policies or technical requirements applicable to us or
our customers, which could adversely impact our business.

. If we are unable to further expand into new industries, or if our solutions for any new industry fail to achieve market acceptance, our growth
and operating results could be adversely affected, and we may be required to reconsider our growth strategy.

. We are increasingly building artificial intelligence ("Al") into certain of our offerings, and issues raised by the use of Al in our offerings may
adversely affect our business, reputation, or financial results.



. Recent negative macroeconomic factors, such as inflation, interest rates, and limited credit availability have and could further cause
economic uncertainty and volatility, which could harm our business.

. Increased competition in the advertising market and ongoing restrictions related to the gaming industry in China have impacted our growth
rates and may continue to do so.

. Ongoing geopoalitical instability, particularly in Israel, where a significant portion of our Grow Solutions operations is located, has impacted and
may further adversely affect our business.

. The loss of one or more members of our senior management or key employees could harm our business, and we may not be able to find
adequate replacements. For example, we've recently experienced significant management turnover. Our ability to successfully manage
executive transitions and to retain senior executives could impact our operations and our business.

The results, events, and circumstances reflected in the forward-looking statements may not be achieved or occur, and actual results, events, or
circumstances could differ materially from those described in the forward-looking statements.

In addition, statements that "we believe" and similar statements reflect our beliefs and opinions on the relevant subject. These statements are
based on information available to us as of the date of this Quarterly Report on Form 10-Q. While we believe such information provides a reasonable basis
for these statements, such information may be limited or incomplete. Our statements should not be read to indicate that we have conducted an exhaustive
inquiry into, or review of, all relevant information. These statements are inherently uncertain, and investors are cautioned not to unduly rely on these
statements.

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

Additional Information

Unless the context otherwise requires, all references in this Quarterly Report on Form 10-Q to "we," "us," "our," "our company," "Unity," and "Unity
Technologies" refer to Unity Software Inc. and its consolidated subsidiaries. The Unity design logos, "Unity" and our other registered or common law
trademarks, service marks, or trade names appearing in this Quarterly Report on Form 10-Q are the property of Unity Software Inc. or its affiliates.

nn nn
) ’

Investors and others should note that we may announce material business and financial information using our investor relations website
(www.investors.unity.com), our filings with the Securities and Exchange Commission, press releases, public conference calls, and public webcasts as
means of complying with our disclosure obligations under Regulation FD. We encourage investors and others interested in our company to review the
information that we make available.
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Item 1. Financial Statements

CONDENSED CONSOLIDATED BALANCE SHEETS

Assets

Current assets:
Cash and cash equivalents
Accounts receivable, net
Prepaid expenses and other

Total current assets

Property and equipment, net

Goodwill

Intangible assets, net

Other assets

Total assets
Liabilities and stockholders' equity
Current liabilities:

Accounts payable

Accrued expenses and other

Publisher payables

Deferred revenue
Total current liabilities

Convertible notes
Long-term deferred revenue
Other long-term liabilities

Total liabilities
Commitments and Contingencies (Note 7)
Redeemable noncontrolling interests
Stockholders' equity:

Common stock, $0.000005 par value:
Authorized shares - 1,000,000 and 1,000,000
Issued and outstanding shares - 395,444 and 384,872

Additional paid-in capital

Accumulated other comprehensive loss

Accumulated deficit
Total Unity Software Inc. stockholders' equity

Noncontrolling interest
Total stockholders' equity

Total liabilities and stockholders' equity

PART |—FINANCIAL INFORMATION

UNITY SOFTWARE INC.

(In thousands, except per share data)

(Unaudited)

Unity Software Inc.

As of
June 30, 2024 December 31, 2023

1,267,957 $ 1,590,325
573,220 611,723
142,889 122,843
1,984,066 2,324,891
112,080 140,887
3,166,304 3,166,304
1,230,716 1,406,745
190,568 204,614
6,683,734 $ 7,243,441
12,693 $ 14,517
264,469 307,704
388,253 385,113
176,127 186,769
841,542 894,103
2,237,245 2,711,750
10,173 6,015
178,198 217,195
3,267,158 3,829,063
226,056 225,797

2 2
6,682,060 6,259,479
(8,898) (5,009)
(3,488,478) (3,071,830)
3,184,686 3,182,642
5,834 5,939
3,190,520 3,188,581
6,683,734 $ 7,243,441

See accompanying Notes to Condensed Consolidated Financial Statements.
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UNITY SOFTWARE INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2024 2023 2024 2023
Revenue $ 449,259 $ 533,478 $ 909,639 $ 1,033,839
Cost of revenue 108,875 158,827 253,262 320,791
Gross profit 340,384 374,651 656,377 713,048
Operating expenses
Research and development 208,935 267,955 491,663 548,435
Sales and marketing 169,854 209,131 400,479 425,258
General and administrative 91,015 89,017 268,584 185,791
Total operating expenses 469,804 566,103 1,160,726 1,159,484
Loss from operations (129,420) (191,452) (504,349) (446,436)
Interest expense (5,829) (6,142) (11,864) (12,271)
Interest income and other income (expense), net 10,457 9,061 87,100 22,676
Loss before income taxes (124,792) (188,533) (429,113) (436,031)
Provision for (benefit from) Income taxes 946 4,791 (11,897) 10,996
Net loss (125,738) (193,324) (417,216) (447,027)
Net loss attributable to noncontrolling interest and redeemable
noncontrolling interests (164) (1,164) (568) (1,836)
Net loss attributable to Unity Software Inc. $ (125,574) $ (192,160) $ (416,648) $ (445,191)
Basic and diluted net loss per share attributable to Unity Software Inc. $ (0.32) % 0.51) $ (1.07) $ (1.18)
Weighted-average shares used in computation of basic and diluted net loss per
share 392,537 380,355 389,844 378,145

See accompanying Notes to Condensed Consolidated Financial Statements.
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UNITY SOFTWARE INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(In thousands)

Unity Software Inc.

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2024 2023 2024 2023
Net loss $ (125,738) $ (193,324) (417,216) $ (447,027)
Other comprehensive loss, net of taxes:
Change in foreign currency translation adjustment (1,393) (12,155) (4,854) (8,998)
Change in unrealized gains (losses) on derivative instruments — 616 — 289
Other comprehensive loss (1,393) (11,539) (4,854) (8,709)
Comprehensive loss (127,131) (204,863) (422,070) (455,736)
Net loss attributable to noncontrolling interest and redeemable noncontrolling
interests (164) (1,164) (568) (1,836)
Foreign currency translation attributable to noncontrolling interest and
redeemable noncontrolling interests (255) (2,506) (965) (1,857)
Comprehensive loss attributable to noncontrolling interest and redeemable
noncontrolling interests (419) (3,670) (1,533) (3,693)
Comprehensive loss attributable to Unity Software Inc. $ (126,712) § (201,193) (420,537) $ (452,043)

See accompanying Notes to Condensed Consolidated Financial Statements.
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Balance at March 31, 2024
Issuance of common stock from employee
equity plans
Isglijance of common stock for settlement of
s

Stock-based compensation expense
Net loss

Adjustments to redeemable noncontrolling
interest

Other comprehensive loss
Balance at June 30, 2024

Balance at March 31, 2023

Issuance of common stock from employee
equity plans

Issuance of common stock for settlement of
RSUs

Stock-based compensation expense
Net loss

Adjustments to redeemable noncontrolling
interest

Other comprehensive loss
Balance at June 30, 2023

(1) Excludes redeemable noncontrolling interests.

UNITY SOFTWARE INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(Unaudited)

(In thousands, except share data)

Three Months Ended June 30, 2024

Unity Software Inc.

Accumulated

Unity Software
Inc.

Additional Other
Common Stock Paid-In Comprehensive lated Stockholders'  Noncontrolling Total
Shares Capital Loss Deficit Equity Interest " Equity

390,396,930 2 $ 6554787 $ (7,760) $ (3,362,904) $ 3,184,125 § 5863 $ 3,189,988
1,904,693 — 11,305 — — 11,305 — 11,305
3,142,675 — — — — — — —
— — 117,678 — — 117,678 — 117,678

— — — — (125,574) (125,574) (1) (125,585)

— — (1,710) — — (1,710) — (1,710)

— — — (1,138) — (1,138) (18) (1,156)
395,444,298 2 $ 6682060 $ (8,898) $ (3.488478) $ 3,184,686 $ 5834 $ 3,190,520

Three Months Ended June 30, 2023
Accumulated
Unity Software
Additional Other Inc.
Common Stock Paid-In Compret lated  Stockholders'  Noncontrolling Total
Shares Capital Loss Deficit Equity Interest () Equity

378,373,685 2 $§ 5962358 $ 490 $ (2,502,850) $ 3,460,000 $ 6,296 $ 3,466,296
2,094,090 — 19,973 — — 19,973 — 19,973
2,822,852 — — — — — — —
— — 161,098 — — 161,098 — 161,098

— — — — (192,160) (192,160) (79) (192,239)

— — 6,202 — — 6,202 — 6,202

= = = (9,033) = (9,033) (171) (9,204)
383,290,627 2 $ 6149631 $ (8,543) $ (2,695010) $ 3,446,080 $ 6,046 $ 3,452,126

See accompanying Notes to Condensed Consolidated Financial Statements.
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UNITY SOFTWARE INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY—CONTINUED
(In thousands, except share data)
(Unaudited)

Six Months Ended June 30, 2024
Accumulated

Unity Software
Inc.

Additional Other
Common Stock Paid-In Comprehensive  Accumulated Stockholders’  Noncontrolling Total
Shares Amount Capital Loss Deficit Equity Interest " Equity

Balance at December 31, 2023 384,871,561 § 2 $ 6259479 $ (5,009) $ (3,071,830) $ 3,182,642 $ 5939 §$ 3,188,581

Issuance of common stock from employee equity

plans 4,416,613 — 37,302 — — 37,302 — 37,302

Issuance of common stock for settlement of

RSUs 6,156,124 — — — — — — —

Stock-based compensation expense — — 386,966 — — 386,966 — 386,966

Net loss — — — — (416,648) (416,648) (39) (416,687)

Adjustments to redeemable noncontrolling

interest — — (1,687) — — (1,687) — (1,687)

Other comprehensive loss = - - (3,889) — (3,889) (66) (3,955)
Balance at June 30, 2024 395,444,298 § 2 $ 6682060 $ (8,898) $ (3,488,478) $ 3,184,686 $ 5834 $ 3,190,520

Six Months Ended June 30, 2023
Accumulated

Unity Software

Additional Other Inc.
Common Stock Paid-In Comprehensive  Accumulated Stockholders’  Noncontrolling Total
Shares Amount Capital Loss Deficit Equity Interest ™ Equity

Balance at December 31, 2022 374,243,196 $ 2 5,779,776 $ (1,691) $ (2,249,819) § 3,528,268 $ 6,298 §$ 3,534,566

Issuance of common stock from employee equity

plans 3,569,851 — 41,944 — — 41,944 — 41,944

Issuance of common stock for settlement of

SUs 5,477,580 — — — — — — —

Stock-based compensation expense — — 327,543 — — 327,543 — 327,543

Net loss = = = = (445,191) (445,191) (125) (445,316)

Adjustments to redeemable noncontrolling

interest — — 368 — — 368 — 368

Other comprehensive loss = = = (6,852) = (6,852) (127) (6,979)
Balance at June 30, 2023 383,290,627 $ 2 6,149,631 $ (8,543) $ (2,695,010) $ 3,446,080 $ 6,046 $ 3,452,126

(1) Excludes redeemable noncontrolling interests.

See accompanying Notes to Condensed Consolidated Financial Statements
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UNITY SOFTWARE INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

Six Months Ended June 30,

Unity Software Inc.

2024 2023
Operating activities
Net loss $ (417,216) $ (447,027)
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization 203,219 220,639
Stock-based compensation expense 381,276 320,562
Gain on repayment of convertible note (61,371) —
Impairment of property and equipment 21,918 —
Other 15,383 1,521
Changes in assets and liabilities, net of effects of acquisitions:
Accounts receivable, net 38,066 1,633
Prepaid expenses and other (19,815) 22,849
Other assets (2,386) 24,311
Accounts payable (460) (3,069)
Accrued expenses and other (40,301) (33,727)
Publisher payables 3,140 328
Other long-term liabilities (34,636) (37,802)
Deferred revenue (5,814) (27,674)
Net cash provided by operating activities 81,003 42,544
Investing activities
Purchases of short-term investments — (212)
Proceeds from principal repayments and maturities of short-term investments — 102,673
Purchases of non-marketable investments — (500)
Purchases of intangible assets (360) —
Purchases of property and equipment (15,956) (28,468)
Net cash provided by (used in) investing activities (16,316) 73,493
Financing activities
Repayments of convertible note (414,999) —
Proceeds from issuance of common stock from employee equity plans 37,302 41,944
Net cash provided by (used in) financing activities (377,697) 41,944
Effect of foreign exchange rate changes on cash, cash equivalents, and restricted cash (9,460) (8,785)
Increase (decrease) in cash, cash equivalents, and restricted cash (322,470) 149,196
Cash, cash equivalents, and restricted cash, beginning of period 1,604,267 1,505,688
Cash, cash equivalents, and restricted cash, end of period $ 1,281,797 § 1,654,884
Supplemental disclosure of cash flow information:
Cash paid for interest $ 10,000 $ 10,389
Cash paid for income taxes, net of refunds $ 16,307 $ 5,746
Cash paid for operating leases $ 26,658 $ 20,206
Supplemental disclosures of non-cash investing and financing activities:
Assets acquired under operating lease $ 13,859 $ 37,293

See accompanying Notes to Condensed Consolidated Financial Statements.
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UNITY SOFTWARE INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Accounting Policies
Basis of Presentation and Consolidation

We prepared the accompanying unaudited condensed consolidated financial statements in accordance with United States ("U.S.") generally
accepted accounting principles ("GAAP") and applicable rules and regulations of the Securities and Exchange Commission ("SEC") for interim financial
reporting. The condensed consolidated financial statements include the accounts of Unity Software Inc., its wholly owned subsidiaries, and entities
consolidated under the voting interest model. We have eliminated all intercompany balances and transactions. Certain information and footnote
disclosures normally included in the financial statements prepared in accordance with GAAP have been condensed or omitted pursuant to such rules and
regulations. In our opinion, all adjustments, which include normal recurring adjustments necessary for a fair presentation, have been included. The results
of operations for the periods presented are not necessarily indicative of the results to be expected for the full year or other periods. The unaudited
condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements and notes included in our
2023 Annual Report on Form 10-K.

Use of Estimates

The preparation of condensed consolidated financial statements in conformity with GAAP requires management to make certain estimates,
judgments, and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements, as well as the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates, and such differences could be material to our financial position and results of operations.

Employee Separation and Restructuring Costs

In January 2024, we committed to a plan to eliminate approximately 25% of our workforce, and we mutually agreed to the departure of the founders
of ironSource Ltd. Following these announcements, we incurred incremental employee separation costs of approximately $201 million in the six months
ended June 30, 2024, which included $128 million of incremental stock-based compensation. Of the incremental employee separation costs, $15 million
are within cost of revenue, $44 million are within research and development, $52 million are within sales and marketing, and $90 million are within general
and administrative. Additionally, in November 2023, we committed to a plan to reassess our real estate footprint. We incurred $38 million of restructuring
costs, primarily related to office closures in the six months ended June 30, 2024.

2. Revenue

The following table presents our revenue disaggregated by source, which also have similar economic characteristics (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023
Create Solutions $ 150,777 $ 193,110 $ 314,447 $ 380,479
Grow Solutions 298,482 340,368 595,192 653,360
Total revenue $ 449,259 $ 533,478 $ 909,639 $ 1,033,839
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The following table presents our revenue disaggregated by geography, based on the invoice address of our customers (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023
United States $ 130,843 $ 141,905 $ 269,962 $ 274,899
Greater China (") 62,063 69,750 121,753 129,298
EMEA @ 164,064 188,219 330,834 374,943
APAC ® 81,119 119,107 165,155 226,635
Other Americas “ 11,170 14,497 21,935 28,064
Total revenue $ 449,259 $ 533,478 $ 909,639 $ 1,033,839

(™ Greater China includes China, Hong Kong, and Taiwan.
@ Europe, the Middle East, and Africa ("EMEA")
® Asia-Pacific, excluding Greater China ("APAC")

4) Canada and Latin America ("Other Americas")
Accounts Receivable, Net

Accounts receivable are recorded at the original invoiced amount, net of allowances for uncollectible amounts. We estimate losses on uncollectible
amounts based on expected losses, including our historical experience of actual losses. The estimated losses on uncollectible amounts are recorded in
general and administrative expense on our condensed consolidated statements of operations. As of June 30, 2024 and December 31, 2023, the
allowance for uncollectible amounts was $19.3 million and $16.9 million, respectively. For the six months ended June 30, 2024 and 2023, the provision for
uncollectible amounts was $5.3 million and $7.8 million, respectively.

Sales Commissions

Sales commissions that have a benefit beyond one year are capitalized and amortized on a straight-line method over the expected period of
benefit, which is generally three years. As of June 30, 2024, capitalized commissions, net of amortization, included in prepaid expenses and other and
other assets were $6.5 million and $5.2 million, respectively. As of December 31, 2023, capitalized commissions, net of amortization, included in prepaid
expenses and other and other assets were $6.8 million and $4.8 million, respectively. During the three and six months ended June 30, 2024, we recorded
amortization costs of $2.3 million and $4.7 million in sales and marketing expenses, as compared to $2.5 million and $5.0 million during the three and six
months ended June 30, 2023, respectively.

Contract Balances and Remaining Performance Obligations

Contract assets (unbilled receivables), primarily included in accounts receivable, net, are recorded when revenue is earned in advance of customer
billing schedules. Unbilled receivables totaled $22.3 million and $31.3 million as of June 30, 2024 and December 31, 2023, respectively. Of this total as of
June 30, 2024, $8.3 million was included in Other Long-Term Assets on our consolidated balance sheets.

Contract liabilities (deferred revenue) relate to payments received in advance of performance under the contract. Revenue recognized during the
six months ended June 30, 2024 that was included in the deferred revenue balances at January 1, 2024 was $124.7 million.

Additionally, we have performance obligations associated with commitments in customer contracts to perform in the future that had not yet been
recognized in our consolidated financial statements. For contracts with original terms that exceed one year, those commitments not yet recognized as of
June 30, 2024, were $352 million and relate primarily to Create Solutions subscriptions, Enterprise Support, and Strategic Partnerships. These
commitments generally extend over the next one to five years and we expect to recognize approximately $203 million or 58% of this revenue during the
next 12 months.
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3. Financial Instruments
Cash, Cash Equivalents, and Restricted Cash

Cash, cash equivalents, and restricted cash are recorded at fair value. Fair value is defined as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date. To increase the comparability of fair value
measures, the following hierarchy prioritizes the inputs to valuation methodologies used to measure fair value:

. Level 1—Valuations based on quoted prices in active markets for identical assets or liabilities.

. Level 2—Valuations based on quoted prices for similar assets and liabilities in active markets or inputs that are observable for the assets or
liabilities, either directly or indirectly through market corroboration.

. Level 3—Valuations based on unobservable inputs reflecting our own assumptions used to measure assets and liabilities at fair value. These
valuations require significant judgment.

The following table summarizes, by major security type, our cash, cash equivalents, and restricted cash that are measured at fair value on a
recurring basis and are categorized using the fair value hierarchy (in thousands):

June 30, 2024 December 31, 2023
Fair Value ("
Cash $ 978,584 $ 834,877
Level 1:
Restricted cash and cash equivalents:
Restricted cash $ 13,840 $ 13,942
Money market funds 93,976 502,754
Time deposits 195,397 252,694
Total restricted cash and cash equivalents $ 303,213 §$ 769,390
Total cash, cash equivalents, and restricted cash $ 1,281,797 $ 1,604,267

() Due to the highly liquid nature of our investments, amortized cost approximates fair value.
Nonrecurring Fair Value Measurements

We hold equity investments in certain unconsolidated entities without a readily determinable fair value. These strategic investments represent less
than a 20% ownership interest in each of the entities, and we do not have significant influence over or control of the entities. We use the measurement
alternative to account for adjustments to these investments for observable transactions for the same or similar investments of the same issuer in any
given quarter. If we determine an impairment has occurred, the investment is written down to the estimated fair value. As of June 30, 2024 and
December 31, 2023, such equity investments totaled $33.6 million. No adjustments to the carrying value of these equity investments were recorded for
the three and six months ended June 30, 2024 and 2023.

4. Investment in Unity China

The results of Unity China, of which third-party investors hold a 20.5% ownership interest, are included in our condensed consolidated financial
statements. Under certain conditions we may be required to repurchase the third-party interest in Unity China. The redeemable noncontrolling interests in
Unity China are recorded as temporary equity on our condensed consolidated balance sheet.
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The following table presents the changes in redeemable noncontrolling interests (in thousands):

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

2024 2023 2024 2023

Balance at beginning of period $ 224,736 $ 225,376 $ 225,797 $ 219,563
Net loss attributable to redeemable noncontrolling

interests (153) (1,086) (529) (1,712)
Accretion for redeemable noncontrolling interests 2,867 3,676 5,942 6,374
Foreign currency translation and foreign exchange

adjustments for redeemable noncontrolling interests (1,394) (12,217) (5,154) (8,476)
Balance at end of period $ 226,056 $ 215749 $ 226,056 $ 215,749
5. Leases

We have operating leases for offices, which have remaining lease terms of up to nine years.
Components of lease expense were as follows (in thousands):

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

2024 2023 2024 2023
Operating lease expense $ 10,579 $ 10,375 $ 20,832 $ 19,768
Variable lease expense 1,497 1,164 3,218 2,442
Sublease income (552) (440) (796) (824)
Total lease expense $ 11,524 § 11,099 $ 23,254 $ 21,386

Supplemental balance sheet information related to leases was as follows (in thousands, except weighted-average figures):

As of
Classification June 30, 2024 December 31, 2023
Operating lease assets Other assets $ 90,444 $ 113,256
Current operating lease liabilities Accrued expenses and other $ 36,065 $ 39,132
Long-term operating lease liabilities Other long-term liabilities 90,885 111,669
Total operating lease liabilities $ 126,950 $ 150,801

As of June 30, 2024 and December 31, 2023, our operating leases had a weighted-average remaining lease term of 4.7 and 5.1 years, respectively,
and a weighted-average discount rate of 5.3% and 5.2%, respectively.

In November 2023, we committed to a plan to reassess our real estate footprint, focusing on optimizing efficiency and reducing costs. In connection
with this plan, during the three and six months ended June 30, 2024, we recorded $8.6 million and $12.2 million of impairment charges on operating lease
assets, respectively.

As of June 30, 2024, our lease liabilities were as follows (in thousands):

Operating Leases

Gross lease liabilities $ 143,358
Less: imputed interest 16,408
Present value of lease liabilities $ 126,950
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As of June 30, 2024, we had entered into a lease that has not yet commenced with future minimum lease payments of $5.0 million which are not
yet reflected on our consolidated balance sheet. This operating lease will commence in 2024 with a lease term of 3 years.
6. Borrowings
Convertible Notes

As of June 30, 2024, we had $2.2 billion of unsecured convertible notes outstanding including $1.0 billion issued in November 2022 (the "2027
Notes") and $1.2 billion issued in November 2021 (the "2026 Notes"). The table below summarizes the principal and unamortized debt issuance costs and
other material features of the Notes (in thousands):

Carrying Amount as of

Conversion Rate per Stated Interest
$1,000 Principal Conversion Price Maturities Rates June 30, 2024 December 31, 2023

Convertible notes:
Principal — 2026 Notes 32392 § 308.72 2026 0.0% $ 1,245,232 $ 1,725,000
Principal — 2027 Notes 20.4526 $ 48.89 2027 2.0% 1,000,000 1,000,000
Unamortized debt issuance costs,
net (7,987) (13,250)

Net carrying amount $ 2,237,245 $ 2,711,750

Interest on the Notes is payable semi-annually in arrears. The combined interest expense on the Notes related to regular interest and the
amortization of debt issuance cost was $5.8 million and $11.9 million for the three and six months ended June 30, 2024, respectively, and $1.1 million and
$2.2 million for the three and six months ended June 30, 2023, respectively.

As of June 30, 2024 and December 31, 2023, the estimated fair value of the 2027 Notes were approximately $1.0 billion and $1.3 billion,
respectively, and the estimated fair value of the 2026 Notes were approximately $1.1 billion and $1.4 billion, respectively. The fair value of the 2027 Notes
was based on a combination of a discounted cash flow and Black-Scholes option-pricing model. The fair value of the 2026 Notes was based on quoted
prices as of that date.

The 2026 Notes are convertible at the option of the holder if a conversion condition of the 2026 Notes is triggered. During the three and six months
ended June 30, 2024, none of the conversion conditions of the 2026 Notes were triggered and the 2026 Notes were not convertible as of June 30, 2024.
The holders of the 2027 Notes may elect to convert the notes prior to maturity. Any such conversion may be satisfied at our election with either cash,
shares of our common stock, or a combination of cash and shares of our common stock. The conversion rates for the Notes is subject to customary
adjustments for certain events as described in the indentures governing the Notes.

The Notes are subject to additional terms. In connection with certain corporate events, as described in the Indentures, we will increase the
conversion rate for a holder of the Notes who elects to convert those notes in connection with the event. Additionally, upon the occurrence of certain
corporate events and subject to certain exceptions, as described in the Indentures, holders of the Notes may require us to repurchase all or a portion of
their notes at a price equal to 100% of the principal amount to be repurchased, plus any accrued and unpaid interest to date. The 2026 Notes are also
redeemable at our option if certain conditions are met, as described in the Indenture governing the 2026 Notes.

As of June 30, 2024, no holders of the 2027 and 2026 Notes have exercised the conversion rights, and the if-converted value of the 2027 and 2026
Notes did not exceed the principal amount.

Convertible Note Repurchase

During the first quarter of 2024, the Company repurchased in privately negotiated transactions and extinguished a portion of the 2026 Notes, with a
total principal balance of $480 million. The aggregate
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repurchase price for these notes was $415 million, resulting in pre-tax gains of $61.4 million, net of the write-off of unamortized issuance costs. The gain
was included in Interest income and other income (expense), net, in the condensed consolidated statement of operations.

Capped Call Transactions

To reduce the potential dilutive effect of the 2026 Notes, in connection with their pricing, we entered into the Capped Call Transactions at a net cost
of $48.1 million, with call options totaling approximately 5.6 million of our common shares, and with expiration dates ranging from September 18, 2026 to
November 12, 2026. The strike price is $308.72, and the cap price is initially $343.02 per share, subject to adjustments in certain circumstances. The
Capped Call Transactions are freestanding and are considered separately exercisable from the 2026 Notes. As of June 30, 2024, the Capped Call
Transactions met the conditions for equity classification and were not in the money.

7. Commitments and Contingencies

The following table summarizes our non-cancelable contractual commitments as of June 30, 2024 (in thousands):

Total Remainder of 2024 2025-2026 2027-2028 Thereafter
Operating leases () $ 148,332 $ 21,494 § 65,856 $ 40,223 $ 20,759
Purchase commitments 611,190 148,449 433,317 29,424 —
Convertible note principal and interest 2,315,232 10,000 1,285,232 1,020,000 —
Total $ 3,074,754 $ 179,943 $ 1,784,405 $ 1,089,647 $ 20,759

() Operating leases consist of obligations for real estate, including leases that are not yet commenced.
@ The substantial majority of our purchase commitments are related to agreements with our data center hosting providers.

(@) Convertible notes due 2026 and 2027. See Note 6, "Borrowings," above for further discussion.
We expect to meet our remaining commitments.
Legal Matters

In the normal course of business, we are subject to various legal matters. We accrue a liability when management believes that it is both probable
that a liability has been incurred and the amount of loss can be reasonably estimated. We also disclose material contingencies when we believe a loss is
not probable but reasonably possible. Legal costs related to such potential losses are expensed as incurred. In addition, recoveries are shown as a
reduction in legal costs in the period in which they are realized. With respect to our outstanding matters, based on our current knowledge, we believe that
the resolution of such matters will not, either individually or in aggregate, have a material adverse effect on our business or our condensed consolidated
financial statements. However, litigation is inherently uncertain, and the outcome of these matters cannot be predicted with certainty. Accordingly, cash
flows or results of operations could be materially affected in any particular period by the resolution of one or more of these matters.

Indemnifications

In the ordinary course of business, we may provide indemnifications of varying scope and terms to customers, vendors, lessors, investors,
directors, officers, employees and other parties with respect to certain matters. Indemnification may include losses from our breach of such agreements,
services we provide, or third-party intellectual property infringement claims. These indemnifications may survive termination of the underlying agreement
and the maximum potential amount of future indemnification payments may not be subject to a cap. As of June 30, 2024, there were no known events or
circumstances that have resulted in a material indemnification liability to us and we did not incur material costs to defend lawsuits or settle claims related
to these indemnifications.
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Letters of Credit

We had $13.8 million and $13.9 million of secured letters of credit outstanding as of June 30, 2024 and December 31, 2023, respectively. These
primarily relate to our office space leases and are fully collateralized by certificates of deposit which we record in restricted cash as other assets on our
condensed consolidated balance sheets.

8. Stock-Based Compensation

Stock-based compensation expense is as follows (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023
Cost of revenue $ 7911 $ 19,801 $ 24,717 $ 38,650
Research and development 56,908 71,058 144,646 147,541
Sales and marketing 22,282 34,680 86,253 70,197
General and administrative 28,298 31,999 125,660 64,178
Total stock-based compensation expense $ 115399 §$ 157,538 $ 381,276 $ 320,566

Included in the above expenses for the three and six months ended June 30, 2024, is $3 million and $97 million, respectively, of incremental stock-
based compensation expense from modifications, primarily within general and administrative. These amounts predominately relate to the modification of
awards held by the founders of ironSource Ltd. that departed in the first quarter of 2024.

Stock Options
A summary of our stock option, including price-vested options ("PVO"), activity is as follows:

Options Outstanding

Weighted-Average

Remaining
Stock Weighted-Average Contractual
Options Exercise Term
Outstanding Price (In Years)
Balance as of December 31, 2023 31,541,466 $ 19.35 4.79
Granted 2,119,253 $ 22.50
Exercised (3,865,467) $ 6.04
Forfeited, cancelled, or expired (1,345,771) $ 52.00
Balance as of June 30, 2024 28,449,481 $ 19.85 4.31

The calculated grant-date fair value of stock options and PVOs granted, were estimated using the Black-Scholes option-pricing model and a Monte
Carlo stimulation, respectively, with the following assumptions:

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023
Expected dividend yield — — — —
Risk-free interest rate 4.3%-4.7% 3.8% 41%-4.7% 3.8% -4.2%
Expected volatility 60.0% - 66.5% 56.3% 60.0% - 66.5% 54.7% - 56.3%
Expected term (in years) 6.25 - 10.00 6.25 6.25 - 10.00 6.25
Fair value of underlying common stock $17.95 - $24.27 $35.84 $17.95 - $26.89 $29.33 - $35.84

13



Table of Contents Unity Software Inc.

Restricted Stock Units
A summary of our restricted stock unit ("RSU"), including price-vested unit ("PVU"), activity is as follows:

Unvested RSUs

Weighted-Average

Number of rant-Date

Shares Fair Value
Unvested as of December 31, 2023 37,332,551 $ 38.31
Granted 3,996,991 $ 25.55
Vested (6,161,752) $ 43.62
Forfeited (6,924,178) $ 41.80
Unvested as of June 30, 2024 28,243,612 § 34.49

Price-Vested Units and Price-Vested Options

The vesting for each of the PVOs and PVUs is subject to the fulfillment of both a service period that extends up to four years and the achievement
of a stock price hurdle during the relevant performance period that extends up to six and seven years, respectively. The fair value of each PVO and PVU
award is estimated using a Monte Carlo simulation that uses assumptions determined on the date of grant. During the three and six months ended
June 30, 2024, the stock price hurdles were not met.

Employee Stock Purchase Plan

The fair value of shares offered under our Employee Stock Purchase Plan ("ESPP") was determined on the grant date using the Black-Scholes
option pricing model. The following table summarizes the assumptions used and the resulting grant-date fair values of our ESPP:

Six Months Ended June 30,

2024 2023
Expected dividend yield — —
Risk-free interest rate 5.3% 5.2%
Expected volatility 56.0% 94.5%
Expected term (in years) 0.50 0.50
Grant-date fair value per share $9.11 $12.44

Additional information related to the ESPP is provided below (in thousands, except per share amounts):

Six Months Ended June 30,

2024 2023
Shares issued under the ESPP 551,146 532,643
Weighted-average price per share issued $24.92 $25.87

9. Income Taxes

Our tax provision for interim periods is determined using an estimated annual effective tax rate, adjusted for discrete items arising in that quarter. In
each quarter, we update the estimated annual effective tax rate and make a year-to-date adjustment to the provision. The estimated annual effective tax
rate is subject to volatility due to several factors, including variability in accurately predicting our pre-tax income or loss and the mix of jurisdictions to
which they relate, intercompany transactions, changes in how we do business, and tax law developments.
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Our effective tax rate for the three and six months ended June 30, 2024 differs from the U.S. federal statutory tax rate of 21% primarily due to the
need to record a valuation allowance on U.S. losses and to a lesser extent tax expense on foreign earnings taxed at different rates. In addition, during the
first quarter of 2024, we recorded a tax benefit on foreign losses in connection with employee separation costs and we continued to restructure our tax
operations which resulted in a reduction to our U.S. valuation allowance. Our effective tax rate for the three and six months ended June 30, 2023 differed
from the U.S. federal statutory tax rate of 21% primarily due to the need to record a valuation allowance in the U.S. on losses and to a lesser extent, tax
expense on foreign earnings taxed at different rates. In addition, the Company undertook certain tax restructuring efforts that enhanced our ability to offset
deferred tax liabilities in the U.S. in future periods, thereby partially reducing the need for a valuation allowance.

The realization of deferred tax assets is dependent upon the generation of sufficient taxable income of the appropriate character in future periods.
We regularly assess the ability to realize our deferred tax assets and establish a valuation allowance if it is more-likely-than-not that some portion of the
deferred tax assets will not be realized. In performing this assessment with respect to each jurisdiction, we review all available positive and negative
evidence. Primarily due to our history of losses, we believe that it is more likely than not that the deferred tax assets of our U.S. federal, certain U.S.
states, Denmark, U.K., and other non-U.S. jurisdictions will not be realized and we have maintained a full valuation allowance against such deferred tax
assets.

As of June 30, 2024, we had $185.9 million of gross unrecognized tax benefits, of which $30.7 million would impact the effective tax rate, if
recognized. It is reasonably possible that the amount of unrecognized tax benefits as of June 30, 2024 could increase or decrease significantly as the
timing of the resolution, settlement, and closure of audits is highly uncertain. We believe that we have adequately provided for any reasonably foreseeable
outcome related to our tax audits and that any settlement will not have a material impact on our financial condition and operating results at this time.

10. Net Loss per Share of Common Stock

Basic and diluted net loss per share is the same for all periods presented because the effects of potentially dilutive items were antidilutive given our
net loss in each period.

The following table presents potentially dilutive common stock excluded from the computation of diluted net loss per share (in thousands) because
the impact of including them would have been antidilutive:

As of June 30,
2024 2023
Convertible notes 24,488 26,042
Stock options and PVOs 28,449 32,342
Unvested RSUs and PVUs 28,244 32,165
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Please read the following discussion and analysis of our financial condition and results of operations together with our condensed consolidated
financial statements and related notes included under Part I, Item 1 of this Quarterly Report on Form 10-Q. The following discussion and analysis contains
forward-looking statements that involve risks and uncertainties. Forward-looking statements are statements that attempt to forecast or anticipate future
developments in our business, financial condition, or results of operations. When reviewing the discussion below, you should keep in mind the substantial
risks and uncertainties that could impact our business. In particular, we encourage you to review the risks and uncertainties described in "Part Il, Item 1A.
Risk Factors" included elsewhere in this report. These risks and uncertainties could cause actual results to differ materially from those projected in
forward-looking statements contained in this report or implied by past results and trends. Forward-looking statements, like all statements in this report,
speak only as of their date (unless another date is indicated), and we undertake no obligation to update or revise these statements in light of future
developments. See the section titled "Note Regarding Forward-Looking Statements and Risk Factor Summary" in this report.

Overview

Unity is the world's leading platform for creating and growing interactive, real-time 3D ("RT3D") content and experiences. Our comprehensive set of
software, including Al solutions, supports creators through the entire development lifecycle as they build, run, and grow immersive, real-time 2D and 3D
content for mobile phones, tablets, PCs, consoles, and augmented and virtual reality devices.

Our platform consists of two complementary sets of solutions: Create Solutions and Grow Solutions, which together comprise our strategic portfolio
surrounding the Unity Engine, Cloud and Monetization.

Impact of Macroeconomic Trends and Geopolitical Events

Recent negative macroeconomic factors, such as inflation, high interest rates, and limited credit availability have and could further cause economic
uncertainty and volatility, which could harm our business. Further, increased competition in the advertising market and ongoing restrictions related to the
gaming industry in China have impacted our growth rates and may continue to do so. Ongoing geopolitical instability, particularly in Israel, where a
significant portion of our Grow Solutions operations is located, may adversely affect our business.

Recent Developments in Our Business

Starting in the fourth quarter of 2023, we began to reset our product and service offerings to focus on our core businesses, which we refer to as our
"Strategic Portfolio": the Unity Engine, Cloud, and Monetization, while narrowing our investments in new businesses to those most attractive, mainly
industries beyond gaming. We also exited businesses where we do not believe that we can provide unique value to customers or generate a sound return
to investors. Specifically, we have limited our Professional Services business to a few selected strategic engagements, we will shift our multiplayer
business to orchestration and managed solutions, and we will stop the independent development of professional artistry tools, which we will instead
integrate into the Unity Editor and Al tools. During the three and six months ended June 30, 2024 we recognized approximately $23 million and $58
million, respectively, of revenue associated with these non-strategic portfolios and we expect that these amounts will decline throughout the remainder of
2024.

In the six months ended June 30, 2024, we substantially completed reductions to our workforce and our office footprint. This resulted in
approximately $201 million in employee separation costs, primarily related to the acceleration and modifications of equity awards, and $38 million of non-
employee charges associated with these reductions.

In the second quarter of 2024, we announced the hiring of our permanent Chief Executive Officer and President, Matthew Bromberg. Additionally, in
August 2024, we announced that Luis Visoso, our
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Executive Vice President and Chief Financial Officer, would be leaving the Company effective August 9, 2024, and Mark Barrysmith, our Chief Accounting
Officer, would assume the role of Interim Chief Financial Officer.

Our ability to execute on these changes, successfully manage executive transitions, and to retain Mr. Bromberg and other senior executives is
critical to our success, and their timing and full impact on our future results of operations, cash flows, or financial condition are uncertain.

For additional details, refer to the section titled "Risk Factors."

Key Metrics

As further discussed in Item 2 of Part |, "Management's Discussion and Analysis of Financial Condition and Results of Operations" in our Annual
Report on Form 10-K, we monitor the following key metrics to help us evaluate the health of our business, identify trends affecting our growth, formulate
goals and objectives, and make strategic decisions. We have revised and restated these metrics to include inputs from our Strategic Portfolio only.

Customers Contributing More Than $100,000 of Revenue

We had 1,254 and 1,227 customers contributing more than $100,000 of revenue in the trailing 12 months as of June 30, 2024 and 2023,
respectively. The year over year increase was largely a result of our core subscriptions growth. While these customers represented the substantial
majority of revenue for the six months ended June 30, 2024 and 2023, respectively, no one customer accounted for more than 10% of our revenue for
either period.

Dollar-Based Net Expansion Rate

Our ability to drive growth and generate incremental revenue depends, in part, on our ability to maintain and grow our relationships with our Create
and Grow Solutions customers and to increase their use of our platform. We track our performance by measuring our dollar-based net expansion rate,
which compares our Create and Grow Solutions revenue, excluding Strategic Partnerships and Supersonic, from the same set of customers across
comparable periods, calculated on a trailing 12-month basis.

As of
June 30, 2024 June 30, 2023

Dollar-based net expansion rate 96 % 103 %

Our dollar-based net expansion rate as of June 30, 2024 and 2023, was driven primarily by the sales of additional subscriptions and services to our
existing Create Solutions customers and cross-selling our solutions to all of our customers, offset by decreases in Grow Solutions revenue. The decrease
in dollar-based net expansion rate, compared to the comparable prior year period, is primarily attributable to Grow Solutions, due to increased competition
in the advertising market.
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The chart below illustrates that our dollar-based net expansion rate has been declining over the last year with a slight rebound in the fourth quarter
of 2022 due to the ironSource Merger.

Dollar-based Net Expansion Rate Over Time

96%

Q3 2022 Q4 2022 Q12023 Q2 2023 Q3 2023 Q4 2023 Q12024 Q2 2024

Results of Operations

The following table summarizes our historical consolidated statements of operations data for the periods indicated (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023
Revenue $ 449,259 $ 533,478 $ 909,639 $ 1,033,839
Cost of revenue 108,875 158,827 253,262 320,791
Gross profit 340,384 374,651 656,377 713,048
Operating expenses
Research and development 208,935 267,955 491,663 548,435
Sales and marketing 169,854 209,131 400,479 425,258
General and administrative 91,015 89,017 268,584 185,791
Total operating expenses 469,804 566,103 1,160,726 1,159,484
Loss from operations (129,420) (191,452) (504,349) (446,436)
Interest expense (5,829) (6,142) (11,864) (12,271)
Interest income and other income (expense), net 10,457 9,061 87,100 22,676
Loss before income taxes (124,792) (188,533) (429,113) (436,031)
Provision for (benefit from) Income taxes 946 4,791 (11,897) 10,996
Net loss (125,738) (193,324) (417,216) (447,027)
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The following table sets forth the components of our condensed consolidated statements of operations data as a percentage of revenue for the
periods indicated:

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023
Revenue 100 % 100 % 100 % 100 %
Cost of revenue 24 30 28 31
Gross profit 76 70 72 69
Operating expenses
Research and development 47 50 54 53
Sales and marketing 38 39 44 41
General and administrative 20 17 29 18
Total operating expenses 105 106 127 112
Loss from operations (29) (36) (55) (43)
Interest expense (1) (1) (1) (1)
Interest income and other income (expense), net 2 2 9 2
Loss before income taxes (28) (35) (47) (42)
Provision for (benefit from) Income taxes = 1 (1) 1
Net loss (28)% (36)% (46)% (43)%
Revenue

Create Solutions

We generate Create Solutions revenue primarily through our suite of Create Solutions subscriptions inclusive of enterprise support, professional
services, and cloud and hosting services. Our subscriptions provide customers access to technologies that allow them to edit, run, and iterate interactive,
RT3D and 2D experiences that can be created once and deployed to a variety of platforms. Enhanced support services are provided to our enterprise
customers and are sold separately from the Create Solutions subscriptions. Professional services are provided to our customers and include consulting,
platform integration, training, and custom application and workflow development. Cloud and hosting services are provided to our customers to simplify
and enhance the way our users access and harness our solutions.

Grow Solutions

We generate Grow Solutions revenue primarily through our monetization solutions and game publishing services. Our monetization solutions allow
publishers, original equipment manufacturers, and mobile carriers to sell available advertising inventory on their mobile applications or hardware devices
to advertisers for in-application or on-device placements. Our revenue represents the amount we retain from the transaction we are facilitating through our
Unified Auction and mediation platform. Our game publishing services provide game developers with the infrastructure and expertise to launch their
mobile games and manage their growth; this is achieved through marketability testing tools, live games management tools and game design support, and
optimizing the implementation of the customer's commercial model. Through these publishing services, we generate revenue from in-app advertising in
published games and in some cases, in app purchase revenue.
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Our total revenue is summarized as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2024 2023 2024 2023
Create Solutions $ 150,777 $ 193,110 $ 314,447 $ 380,479
Grow Solutions 298,482 340,368 595,192 653,360
Total revenue $ 449,259 $ 533,478 $ 909,639 $ 1,033,839

Total revenue decreased in the three and six months ended June 30, 2024, compared to the comparable prior year periods, primarily due to a
decrease in Create Solutions revenue, driven by the termination of the subscription agreement with Wéta FX Limited, a decrease in professional services
revenue and cloud and hosting services revenue, both caused by the portfolio reset, partially offset by increases in subscription revenue. The decrease in
total revenue was further driven by a decrease in Grow Solutions revenue, which was negatively impacted by increased competition. To be more
competitive we are focused on enhancing our machine learning stack and data infrastructure capabilities, which we believe will take some time to
manifest in sustainable increased performance.

Cost of Revenue, Gross Profit, and Gross Margin

Cost of revenue consists primarily of personnel costs (including salaries, benefits, and stock-based compensation) for employees and
subcontractors associated with our product support and professional services organizations, the amortization of intangible assets, hosting expenses, and
depreciation of related property and equipment.

Gross profit, or revenue less cost of revenue, has been and will continue to be affected by various factors, including our product mix, the costs
associated with third-party hosting services and the extent to which we expand and drive efficiencies in our hosting costs, professional services, and
customer support organizations. We expect our gross profit to increase in absolute dollars in the long term but decrease in the short term as we reset our
product portfolio to focus on the Unity Engine, Cloud, and Monetization solutions. We expect our gross profit as a percentage of revenue, or gross margin,
to fluctuate from period to period.

Cost of revenue for the three and six months ended June 30, 2024 decreased, compared to the comparable prior year periods, primarily due to a
decrease in personnel costs, driven by reductions in headcount, a decrease in our hosting expenses in connection with our portfolio decisions, and a
decrease in amortization expenses related to intangible assets acquired through our business combinations.

Operating Expenses

Our operating expenses consist of research and development, sales and marketing, and general and administrative expenses. The most significant
component of our operating expenses is personnel-related costs, including salaries and wages, sales commissions, bonuses, benefits, stock-based
compensation, and payroll taxes. As part of our efforts to restructure and streamline our organizational structure, in January 2024, we committed to a plan
to eliminate approximately 25% of our workforce, and we mutually agreed to the departure of the founders of ironSource Ltd. Following these
announcements and substantially in the first quarter of 2024, we incurred incremental employee separation costs of approximately $201 million in the six
months ended June 30, 2024, largely driven by the acceleration and modification of equity awards, including $15 million within cost of revenue, $44
million within research and development expense, $52 million within sales and marketing expense, and $90 million within general and administrative
expense. In addition, we incurred $38 million of non-employee charges associated with this restructuring.

Research and Development

Research and development expenses primarily consist of personnel-related costs for the design and development of our platform, IT hosting and
SaaS expenses, and amortization expenses related to intangible assets. We expect our research and development expenses to increase in absolute
dollars in
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the long term, as we expand our teams to develop new solutions, expand features and functionality with existing solutions, and enter new markets, but
decrease in the short term as we reset our Strategic Portfolio. We expect research and development expenses to fluctuate as a percentage of revenue
from period to period.

Research and development expense for the three and six months ended June 30, 2024 decreased, compared to the comparable prior year periods,
primarily due to a decrease in personnel costs driven by our reductions in headcount in the first quarter of 2024.

Sales and Marketing

Our sales and marketing expenses consist primarily of personnel-related costs, amortization expenses related to intangible assets, and advertising
and marketing programs, including user acquisition costs and digital account-based marketing, user events such as developer-centric conferences and
our annual Unite user conferences. We expect that our sales and marketing expense will increase in absolute dollars in the long term, as we hire
additional personnel, increase our account-based marketing, direct marketing and community outreach activities, invest in additional tools and
technologies, and continue to build brand awareness, but decrease in the short term as we reset our Strategic Portfolio. We expect sales and marketing
expenses to fluctuate as a percentage of revenue from period to period.

Sales and marketing expense for the three months ended June 30, 2024 decreased, compared to the comparable prior year period, primarily due to
a decrease in personnel costs, driven by our reductions in headcount in the first quarter of 2024, and a decrease in spending on advertising and
marketing programs. Sales and marketing expense for the six months ended June 30, 2024 decreased, compared to the comparable prior year period,
primarily due to a decrease in spending on advertising and marketing programs, offset by employee separation costs in the first quarter of 2024.

General and Administrative

Our general and administrative expenses primarily consist of personnel-related costs for finance, legal, human resources, IT and administrative
employees; allocated overhead, and professional fees for external legal, accounting, and other professional services. We expect that our general and
administrative expenses will increase in absolute dollars in the long term, as we scale to support the growth of our business but decrease in the short term
as we reset our Strategic Portfolio. We expect general and administrative expenses to fluctuate as a percentage of revenue from period to period.

General and administrative expense for the three months ended June 30, 2024 increased, compared to the comparable prior year period, primarily
due to impairments of operating lease assets, and an increase in our professional fees, offset by a decrease in personnel-related costs, driven by our
reductions in headcount in the first quarter of 2024. General and administrative expense for the six months ended June 30, 2024 increased, compared to
the comparable prior year, primarily due to higher personnel-related costs, driven by employee separation costs in the first quarter of 2024, and
impairments of operating lease assets.

Interest Expense
Interest expense consists primarily of interest expense associated with our convertible debt and amortization of debt issuance costs.

Interest expense for the three and six months ended June 30, 2024 decreased, compared to the comparable prior year periods, in line with our
outstanding debt obligations.

Interest Income and Other Income (Expense), Net

Interest income and other income (expense), net, consists primarily of gains on the repurchase of convertible debt, interest income earned on our
cash, cash equivalents, and short-term investments, and foreign currency gains and losses. As we have expanded our global operations, our exposure to
fluctuations in foreign currencies has increased, and we expect this to continue.
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Interest income and other income (expense), net, for the three months ended June 30, 2024 increased, compared to the comparable prior year
period, primarily due to gains from foreign exchange. Interest income and other income (expense), net, for the six months ended June 30, 2024
increased, compared to the comparable prior year period, primarily due to gains on the repurchase of convertible debt of $61.4 million in the first quarter
of 2024.

Provision for (benefit from) Income taxes

Provision for (benefit from) income taxes consists primarily of income taxes in certain foreign jurisdictions where we conduct business. We have a
valuation allowance against certain of our deferred tax assets, including net operating loss ("NOL") carryforwards and tax credits related primarily to
research and development. Our overall effective income tax rate in future periods may be affected by the geographic mix of earnings in the countries in
which we operate. Our future effective tax rate may also be affected by changes in the valuation of our deferred tax assets or liabilities, or changes in tax
laws, regulations, or accounting principles in the jurisdictions in which we conduct business. See Note 9, "Income Taxes," of the Notes to Condensed
Consolidated Financial Statements.

Provision for (benefit from) income taxes for the three and six months ended June 30, 2024 decreased, compared to the comparable prior year
periods, primarily due to a tax benefit from our foreign losses in connection with employee separation costs recorded in the first quarter of 2024 and our
continued restructuring efforts in the first quarter of 2024 that enhanced our ability to offset deferred tax liabilities in the U.S. in future periods, thereby
partially reducing the need for a valuation allowance.

Non-GAAP Financial Measures

To supplement our consolidated financial statements prepared and presented in accordance with GAAP, we use certain non-GAAP financial
measures, as described below, to evaluate our ongoing operations and for internal planning and forecasting purposes. We believe the following non-
GAAP measures are useful in evaluating our operating performance. We are presenting these non-GAAP financial measures because we believe, when
taken collectively, they may be helpful to investors because they provide consistency and comparability with past financial performance.

However, non-GAAP financial measures have limitations in their usefulness to investors because they have no standardized meaning prescribed by
GAAP and are not prepared under any comprehensive set of accounting rules or principles. In addition, other companies, including companies in our
industry, may calculate similarly-titted non-GAAP financial measures differently or may use other measures to evaluate their performance, all of which
could reduce the usefulness of our non-GAAP financial measures as tools for comparison. As a result, our non-GAAP financial measures are presented
for supplemental informational purposes only and should not be considered in isolation or as a substitute for our consolidated financial statements
presented in accordance with GAAP.

Adjusted Gross Profit and Adjusted EBITDA

We define adjusted gross profit as GAAP gross profit excluding expenses associated with stock-based compensation, amortization of acquired
intangible assets, depreciation, and restructurings and reorganizations. We define adjusted gross margin as adjusted gross profit as a percentage of
revenue. We define adjusted EBITDA as net income or loss excluding benefits or expenses associated with stock-based compensation, amortization of
acquired intangible assets, depreciation, acquisitions, restructurings and reorganizations, insurance reimbursement for legal settlement, interest, income
tax, and other non-operating activities, which primarily consist of foreign exchange rate gains or losses.

We use adjusted gross profit and adjusted EBITDA in conjunction with traditional GAAP measures to evaluate our financial performance. We
believe that adjusted gross profit and adjusted EBITDA provide our management and investors consistency and comparability with our past financial
performance and facilitates period-to-period comparisons of operations, as these metrics exclude expenses that we do not consider to be indicative of our
overall operating performance.
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The following table presents a reconciliation of our adjusted gross profit to our GAAP gross profit, the most directly comparable measure as
determined in accordance with GAAP, for the periods presented (in thousands):

Three Months Ended

June 30,
2024 2023
GAAP gross profit $ 340,384 $ 374,651
Add:
Stock-based compensation expense 7,911 19,801
Amortization of intangible assets expense 26,997 34,480
Depreciation expense 2,232 2,385
Restructuring and reorganization costs (253) 2,944
Adjusted gross profit $ 377271 $ 434,261
GAAP gross margin 76 % 70 %
Adjusted gross margin 84 % 81 %
The following table presents a reconciliation of our adjusted EBITDA to net loss, the most directly comparable measure as determined in
accordance with GAAP, for the periods presented (in thousands):
Three Months Ended
June 30,
2024 2023
GAAP net loss $ (125,738) $ (193,324)
Stock-based compensation expense 113,766 157,538
Amortization of intangible assets expense 88,432 98,702
Depreciation expense 12,977 12,204
Acquisition-related costs — 159
Restructuring and reorganization costs 27,714 24,847
Insurance reimbursement for legal settlement — (3,250)
Interest expense 5,829 6,142
Interest income and other income (expense), net (10,457) (9,061)
Provision for Income taxes 946 4,791
Adjusted EBITDA $ 113,469 $ 98,748

Free Cash Flow

We define free cash flow as net cash provided by operating activities less cash used for purchases of property and equipment. We believe that free

cash flow is a useful indicator of liquidity as it measures our ability to generate cash, or our need to access additional sources of cash, to fund operations
and investments.
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The following table presents a reconciliation of free cash flow to net cash provided by operating activities, the most directly comparable measure as
determined in accordance with GAAP, for the periods presented (in thousands):

Six Months Ended June 30,

2024 2023
Net cash provided by operating activities $ 81,003 $ 42,544
Less:

Purchases of property and equipment (15,956) (28,468)
Free cash flow $ 65,047 § 14,076
Net cash provided by (used in) investing activities $ (16,316) $ 73,493
Net cash provided by (used in) financing activities $ (377,697) $ 41,944

Liquidity and Capital Resources

As of June 30, 2024, our principal sources of liquidity were cash, and cash equivalents totaling $1.3 billion, which were primarily held for working
capital purposes. Our cash equivalents are invested primarily in time deposits and government money market funds.

Our material cash requirements from known contractual and other obligations consist of our convertible notes, obligations under operating leases
for office space, and contractual obligations for hosting services to support our business operations. See Part |, Item |, Note 7 — "Commitments and
Contingencies" for additional discussion of our principal contractual commitments.

In connection with the ironSource Merger in November 2022, we issued $1.0 billion in aggregate principal amount of 2.0% convertible senior notes
due 2027, the proceeds of which were used to fund repurchases under our share repurchase program. We previously issued $1.7 billion in aggregate
principal amount of 0% convertible senior notes due 2026 in November 2021, of which $480 million in aggregate principal was repurchased in March
2024 for $415 million (together with the 2027 Notes, the "Notes"). See Part I, Item |, Note 6, "Borrowings" for additional discussion of the Notes.

In July 2022, our board of directors approved our share repurchase program, which authorized the repurchase of up to $2.5 billion of shares of our
common stock in open market transactions through November 2024 (the "Share Repurchase Program"). As of June 30, 2024, $750 million remains
available for future share repurchases under this program.

Since our inception, we have generated losses from our operations as reflected in our accumulated deficit of $3.5 billion as of June 30, 2024. We
expect to continue to incur operating losses on a GAAP basis for the foreseeable future due to the investments we will continue to make in research and
development, sales and marketing, and general and administrative. As a result, we may require additional capital to execute our strategic initiatives to
grow our business.

We believe our existing sources of liquidity will be sufficient to meet our working capital and capital expenditures for at least the next 12 months. We
believe we will meet longer-term expected future cash requirements and obligations through a combination of cash flows from operating activities,
available cash balances, and potential future equity or debt transactions. Our future capital requirements, however, will depend on many factors, including
our growth rate; the timing and extent of spending to support our research and development efforts; capital expenditures to build out new facilities and
purchase hardware and software; the expansion of sales and marketing activities; and our continued need to invest in our IT infrastructure to support our
growth. In addition, we may enter into additional strategic partnerships as well as agreements to acquire or invest in complementary offerings, teams and
technologies, including intellectual property rights, which could increase our cash requirements. As a result of these and other factors, we may choose or
be required to seek additional equity or debt financing sooner than we currently anticipate. In addition, depending on prevailing market conditions, our
liquidity requirements,

24



Table of Contents Unity Software Inc.

contractual restrictions, and other factors, we may also from time to time seek to retire or purchase our outstanding debt, including the Notes, through
cash purchases and/or exchanges for equity securities, in open market purchases, privately negotiated transactions or otherwise. If additional financing is
required from outside sources, we may not be able to raise it on terms acceptable to us, or at all, including as a result of macroeconomic conditions such
as high interest rates, volatility in the capital markets and liquidity concerns at, or failures of, banks and other financial institutions. If we are unable to
raise additional capital when required, or if we cannot expand our operations or otherwise capitalize on our business opportunities because we lack
sufficient capital, our business, results of operations, and financial condition would be adversely affected.

Our changes in cash flows were as follows (in thousands):

Six Months Ended June 30,

2024 2023
Net cash provided by operating activities $ 81,003 $ 42,544
Net cash provided by (used in) investing activities (16,316) 73,493
Net cash provided by (used in) financing activities (377,697) 41,944
Effect of foreign exchange rate changes on cash, cash equivalents, and restricted cash (9,460) (8,785)
Net change in cash, cash equivalents, and restricted cash $ (322,470) $ 149,196

Cash Provided by Operating Activities

During the six months ended June 30, 2024, net cash provided by operating activities was primarily due to a decrease in our net loss, adjusted for
certain non-cash items, which include depreciation and amortization, stock-based compensation, gain on convertible notes, impairments, and other, offset
by a decrease in operating assets and liabilities. Our cash flows can fluctuate from period to period due to revenue seasonality, timing of billings,
collections, and publisher payments, and historical cash flows are not necessarily indicative of our results in any future period.

Cash Used in Investing Activities

During the six months ended June 30, 2024, net cash used in investing activities consisted primarily of purchases of property and equipment.
Cash Used in Financing Activities

During the six months ended June 30, 2024, net cash used in financing activities consisted of repayments of convertible notes, offset by the
proceeds from the issuance of common stock under our employee equity plans.
Critical Accounting Policies and Estimates

Management's discussion and analysis of our financial condition and results of operations is based on our condensed consolidated financial
statements, which have been prepared in accordance with U.S. GAAP. These principles require us to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenue, expenses, and related disclosures. Our estimates are based on our historical experience and on various
other assumptions that we believe are reasonable under the circumstances. To the extent that there are material differences between these estimates and
our actual results, our future financial statements will be affected.

There have been no material changes to our critical accounting policies and estimates from those disclosed in Part Il, Item 7, "Management's
Discussion and Analysis of Financial Condition and Results of Operations" in our Annual Report on Form 10-K for the year ended December 31, 2023,
filed with the SEC on February 29, 2024.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

Our assessment of our exposures to market risk has not changed materially since the presentation set forth in Part Il, ltem 7A of our Annual Report
on Form 10-K for the year ended December 31, 2023, filed with the SEC on February 29, 2024.

Item 4. Controls and Procedures

Under the supervision and with the participation of our management, including our principal executive officer and principal financial officer, we
conducted an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures, as defined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), as of the end of the period covered by this report.

(a) Evaluation of Disclosure Controls and Procedures

Based on management's evaluation, our principal executive officer and principal financial officer concluded that, as of the end of the period covered
by this report, our disclosure controls and procedures were designed to, and were effective to, provide assurance at a reasonable level that the
information we are required to disclose in reports that we file or submit under the Exchange Act is recorded, processed, summarized, and reported within
the time periods specified in SEC rules and forms, and that such information is accumulated and communicated to our management, including our
principal executive officer and principal financial officer, as appropriate, to allow timely decisions regarding required disclosures.

(b) Changes in Internal Control Over Financial Reporting

Based on management's evaluation, our principal executive officer and principal financial officer concluded that there has not been any material
change in our internal control over financial reporting during the quarter ended June 30, 2024 that has materially affected, or is reasonably likely to
materially effect, our internal control over financial reporting.

26



Table of Contents Unity Software Inc.

PART II—OTHER INFORMATION

Item 1. Legal Proceedings

On July 6, 2022, a putative securities class action complaint was filed in U.S. District Court in the Northern District of California against the
Company and certain of its executives (the "Securities Class Action"). The complaint was amended on March 24, 2023, and captioned In re Unity
Software Inc. Securities Litigation, Case No. 5:22-cv-3962 (N.D. Cal.). On May 25, 2023, all defendants moved to dismiss the amended complaint. The
plaintiffs filed an opposition to the motions to dismiss on July 26, 2023. The Company filed a response to the plaintiffs' opposition on September 1, 2023.
On March 15, 2024, the court granted the Company's motion to dismiss the complaint, and on April 12, 2024, the plaintiffs' filed a second amended
complaint. The Company has moved to dismiss the amended complaint. The plaintiffs have filed an opposition to the motion to dismiss, and the Company
has filed a response to the plaintiff's opposition. A hearing on the motion to dismiss is currently schedule for September 12, 2024. The operative complaint
names as defendants Unity, its former Chief Executive Officer, Chief Financial Officer, and General Manager of Operate Solutions, as well as Unity
shareholders, Sequoia Capital, Silver Lake Group, and David Helgason. The complaint asserts claims under Sections 10(b) and 20(a) of the Securities
Exchange Act of 1934, and alleges that the Company and its executives made false or misleading statements and/or failed to disclose issues with the
Company's product platform and the likely impact of those issues on the Company's fiscal 2022 guidance. The plaintiffs seek to represent a class of all
persons and entities (other than the defendants) who acquired Unity securities between May 11, 2021 and May 10, 2022, and requests unspecified
damages, pre- and post-judgment interest, and an award of attorneys' fees and costs. The Company intends to continue to vigorously defend the case.

On November 22, 2022, a derivative suit, captioned Movva v. Unity Software, Inc., et al., Case 5:22-cv-07416 (N.D. Cal.) (the "Movva Suit"), was
filed by a purported stockholder against eleven of the Company's current and former officers and directors. The complaint, which asserts claims for
breach of fiduciary duty, waste of corporate assets, unjust enrichment, and violations of Section 14(a) of the Exchange Act, borrows the allegations of the
Securities Class Action, and recasts them as derivative claims. On December 16, 2022, a related derivative suit, captioned Duong vs. Unity Software Inc.,
et al., Case 5:22-c-08926 (N.D. Cal.), was filed by a purported stockholder against the same defendants as in the Movva Suit (the "Duong Suit," and
together with the Movva Suit, the "Federal Derivative Actions"). The two Federal Derivative Actions were consolidated after the parties jointly moved to do
so. The Federal Derivative Actions have been stayed pending the outcome of the motions to dismiss in the Securities Class Action. On May 8, 2023, a
stockholder derivative suit, captioned Wen v. Botha, et al., Case No. 2023-0499 (the “Wen Suit”), was filed in the Court of Chancery of the State of
Delaware. The case was filed by a purported Unity stockholder against twelve of the Company's current and former officers and directors, and asserts
claims for breach of fiduciary duty, aiding and abetting breach of fiduciary duty, unjust enrichment, and waste of corporate assets. On December 15, 2023,
a stockholder derivative suit, captioned Flesner v. Riccitiello, et al., Case No. 2023-1240 (the "Flesner Suit" and together with the Wen Suit, the "Delaware
Derivative Actions"), was filed in the Court of Chancery of the State of Delaware. The case was filed by a purported Unity stockholder against twelve of
the Company's current and former officers and directors, and asserts claims for breach of fiduciary duty, aiding and abetting breach of fiduciary duty, and
waste of corporate assets, as well as insider trading claims against the individual defendants. The two Delaware Derivative Actions were consolidated
after the parties jointly moved to do so. As with the Federal Derivative Actions, the Delaware Derivative Actions borrow the allegations of the Securities
Class Action, and recast them as derivative claims. The Delaware Derivative Actions have been stayed pending the outcome of the motions to dismiss in
the Securities Class Action.

From time to time, we may be subject to other legal proceedings and claims arising in the ordinary course of business.
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Item 1A. Risk Factors

Risks Related to Our Business, Operations, and Industry
We have a history of losses and may not achieve or sustain profitability on a GAAP basis in the future.

We have experienced significant net losses on a GAAP basis in each period since inception. In addition, our revenue growth rate has varied and
has in certain quarters declined and could vary and decline in the future, particularly in a difficult macroeconomic climate. We are not certain whether we
will achieve or maintain profitability in the future. Despite cost cutting efforts, our costs and expenses may increase in the long term on a GAAP basis,
which could negatively affect our future results of operations. In addition, we may continue to make investments in such areas as:

. research and development, including investments in our engineering teams and in further differentiating our platform and solutions with
improvements to our Create and Grow Solutions, as well as the development of new solutions and features;

. our sales and marketing organizations to engage our existing and prospective customers, increase brand awareness and drive adoption and
expansion of our platform and solutions;

. research and development and sales and marketing initiatives to grow our presence in new industries and use cases beyond the gaming
industry;

. our technology infrastructure, including systems architecture, scalability, availability, performance, and security;

. acquisitions or strategic investments;

. global expansion; and

. our general and administration organization, including legal, IT, and accounting expenses associated with ongoing public company

compliance and reporting obligations, including maintaining proper and effective internal controls over financial reporting.

Our efforts to achieve profitability may be costlier than we expect and may not be effective. Even if such investments increase our revenue, any
such increase may not be enough to offset increased operating expenses. Cost-cutting efforts, such as discontinuing certain product offerings, reducing
our workforce or reducing our office footprint layoffs, may not be effective or may not be effective on the timelines we expect.

If we fail to successfully execute our plans to reset our portfolio to focus on our Strategic Portfolio and to right-size our investments, our
business will be harmed.

We have reset our portfolio to focus on the Unity Engine, Cloud and Monetization solutions as well as Al, exiting other businesses and right-sizing
our investments. These efforts may not be effective or sufficient to offset our expenses, and may themselves have adverse impacts, such as loss of
continuity or accumulated knowledge, inefficiency during transitional periods, distraction, and potential challenges operating our business with fewer
resources. For example, in the first quarter of 2024 we reduced our employee workforce by approximately 25%, and certain members of our management
team, including the ironSource founders, departed from their operational roles. The departure of these employees may create a loss of accumulated
knowledge, inefficiency, and other challenges to operating our business. If we fail to efficiently execute on these plans to restructure, or if the benefits from
these efforts are not achieved on the timeline we expect, we may fail to achieve or maintain profitability.

We have a limited history operating our business at its current scale, and as a result, our past results may not be indicative of future operating
performance.

We have a limited history operating our business at its current scale and scope. You should not rely on our past results of operations as indicators
of future performance. Overall growth of our revenue is difficult to predict and depends in part on our ability to execute on our integration of ironSource,
our
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portfolio reset, and other growth strategies. You should consider and evaluate our prospects in light of the risks and uncertainties frequently encountered
by growing companies in rapidly evolving markets. These risks and uncertainties include challenges in accurate financial planning as a result of limited
historical data relevant to the current scale and scope of our business and the uncertainties resulting from having had a relatively limited time period in
which to implement and evaluate our business strategies as compared to companies with longer operating histories.

If we are not able to grow efficiently and manage our costs, we may not achieve profitability on a GAAP basis.

We are aiming to achieve and maintain profitability on a GAAP basis. To do so, we need to continuously improve our platform’s capabilities,
features and functionality. In addition, we will need to appropriately scale our internal business, IT, and financial, operating and administrative systems to
serve our growing customer base, while continuing to manage headcount, capital and operating and reporting processes, and continue to integrate them
with ironSource's, in an efficient manner. Any failure of or delay in these efforts could result in impaired performance and reduced customer satisfaction,
resulting in decreased sales to new customers or lower dollar-based net expansion rates, which would hurt our revenue growth and our reputation.
Further, any failure in optimizing the costs associated with our third-party cloud services could negatively impact our gross margins. Even if we are
successful in our efforts to grow and expand, such efforts will be expensive and complex, and require the dedication of significant management time and
attention. We may also suffer inefficiencies or service disruptions as a result of our efforts to scale our internal infrastructure. Cost-cutting interventions
and improvements to our internal infrastructure to offset expenses may not be effectively implemented on a timely basis, and such failures could harm our
business, financial condition and results of operations.

We may fail to realize the possible synergies between our Create and Grow Solutions, including the benefits of the ironSource Merger, or those
synergies may take longer to realize than expected.

We believe that there are significant benefits and synergies that may be realized through leveraging our Create and Grow Solutions. However, the
efforts to realize these benefits and synergies is a complex process and may disrupt our existing operations if not implemented in a timely and efficient
manner. The full benefits of these synergies, including those from the ironSource Merger, may not be realized as expected or may not be achieved within
the anticipated time frame, or at all. In addition, we may incur additional or unexpected costs in order to realize these revenue synergies. Failure to
achieve these synergies could adversely affect our results of operations or cash flows, cause dilution to our earnings per share, and negatively impact our
stock price.

Our success will depend, in part, on our ability to manage our expansion, which poses numerous risks and uncertainties, including the ongoing
integration of the operations and business of ironSource into our existing business in an efficient and timely manner, to combine systems and
management controls and to integrate relationships with industry contacts and business partners. We are devoting significant attention and resources to
the integration and operation of the combined company, and to successfully aligning the business practices and operations of Unity and ironSource, in
order to recognize the synergies between our Create and Grow Solutions.

If we are unable to retain our existing customers and expand their use of our platform, or attract new customers, our growth and operating
results could be adversely affected, and we may be required to reconsider our growth strategy.

Our future success depends on our ability to retain our existing customers, expand their use of our platform and attract new customers. Our
marketing efforts may not be successful despite the resources we devote to them.
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We derive a significant portion of our revenue from our Grow Solutions, and such revenue is primarily generated under a revenue-share or profit-
share model. Under such models, our customers depend on us as a source of their own revenue, which in some cases may represent a significant portion
of their revenue. Should customers lose confidence in the value or effectiveness of our Monetization solutions or if our Grow Solutions are less effective,
consumption of these offerings could decline. For example, our revenue growth in the first half of 2022 was negatively impacted by challenges with certain
of our Grow Solutions (including a fault in our platform that resulted in reduced accuracy of one of our monetization tools, as well as the consequences of
ingesting bad data from a large customer) that reduced the efficacy of such products. We focused our resources on addressing the data quality and
accuracy challenges we observed with certain monetization tools in the first quarter of 2022. Our interventions to address such challenges were effective;
however, external factors, including the competitive landscape, negative macroeconomic conditions, longer sales cycles, and reduced advertiser spend
prolonged our recovery and negatively impacted the growth of our Grow Solutions. We must continually add new features and functionality to our Grow
Solutions to remain competitive and respond to our customers' needs. If we are not successful in retaining and attracting new customers to our Grow
Solutions, including those customers from the ironSource merger, our business and results of operations would be adversely affected.

Our Grow Solutions are also dependent upon the continued proliferation of mobile connected devices, such as smartphones and tablets, as well as
the increased consumption of content through those devices. Consumer usage of these mobile connected devices may be inhibited for a number of
reasons beyond our control. If user adoption of mobile connected devices or user consumption of content on those devices do not continue to grow, our
business could be harmed.

Create Solutions customers have no obligation to renew their subscriptions, which are primarily one to three years in length, after they expire, and
have no obligation to continue using our Grow Solutions, which are primarily sold under revenue-share or profit-share-based models. In the third quarter
of 2023 we announced changes to our pricing model for our Create Solutions, which will become effective for users of the next major release of the
software expected to be available in 2024. We experienced a high volume of negative customer feedback including a boycott and a slowdown of signing
new contracts and renewals as a result of these changes, which we believe negatively impacted our Grow Solutions revenue in the second half of 2023.
We periodically review our pricing structures and business models. Decisions to change how we price our products or services have in the past and may
in the future be viewed unfavorably and harm our business.

Our Grow Solutions customers rely on us to attract a broad range of advertisers to our platform to generate demand for their impressions through
our offerings such as LevelPlay, Unity Ads, and Sonic. If we are unable to also serve the needs of advertisers, they may reduce their consumption of our
solutions and, because the advertising market is highly competitive, they may shift their business to other advertising solutions or supply paths, which
could adversely affect our revenue.

All of our offerings are also subject to factors and events beyond our control. Macroeconomic factors like labor shortages, supply chain disruptions,
and inflation continue to cause logistical challenges, increased input costs, and inventory constraints for advertisers. These factors have in the past
decreased, and may in the future decrease or halt, advertiser spending.

For us to maintain or improve our results of operations, it is important that our Create Solutions customers renew and expand their subscriptions
with us and that our Grow Solutions customers continue using and expanding their use of our solutions. We invest in targeted sales and account-based
marketing efforts to identify opportunities to grow use of our solutions within and across multiple studios within a single customer. However, our efforts
may not be successful despite the resources we devote to them. Even if one or several studios within a customer adopt our Create or Grow Solutions,
other studios within that customer may choose to adopt different solutions or to continue to employ internally-developed solutions.

It is also important for us to cross-sell more Create Solutions to our Grow Solutions customers, as well as Grow Solutions to our Create Solutions
customers. While we believe there are significant cross-
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selling opportunities between our Create and Grow Solutions, and that our Create and Grow Solutions work together synergistically, our efforts to cross-
sell may not be successful.

The markets in which we participate are competitive, and if we do not compete effectively, our business, financial condition, and results of
operations could be harmed.

The markets in which we operate are highly competitive. Specifically, we have faced and may continue to face competition as a result of:
. the internal development of alternative solutions by a significant number of companies, including other gaming companies;
. lower prices or free solutions offered by our competitors, some of whom may offer more favorable payment terms to publishers;

. mergers, acquisitions and other strategic relationships amongst our competitors which may allow them to provide more comprehensive
offerings or achieve greater economies of scale than us, and may introduce new competitors in our markets;

. intense competition within the gaming market which may impact our company and a significant number of our customers, who also operate in
the gaming market;

. the introduction of alternative solutions by larger, more experienced companies that offer 2D and 3D design solutions in the industries in
which we may expand into; and

. rapid technological change, such as the rise of Al and machine learning, increasing use of data and trained models, evolving industry
standards, changing regulations, as well as changing customer needs, requirements and preferences.

Our competitors may have greater name recognition, longer operating histories, more established customer relationships, larger marketing budgets
and greater financial and operational resources than we do. We cannot assure you that we will not be forced to engage in price-cutting or revenue limiting
initiatives, change payment terms or increase our advertising and other expenses to attract and retain customers in response to competitive pressures.
For example, in the third quarter of 2023 we announced changes to our pricing model for our Create Solutions, which will become effective for users of
the next major release of the software expected to be available in 2024. We experienced a high volume of negative customer feedback including a
boycott and a slowdown of signing new contracts and renewals as a result of these changes. We periodically review our pricing structures and business
models. Decisions to change how we price our products or services have in the past and may in the future be viewed unfavorably and harm our business.

For all of these reasons, we may not be able to compete successfully against our current or future competitors, which could result in the failure of
our platform to continue to achieve or maintain market acceptance, which would harm our business, financial condition, and results of operations.

Our estimates of market opportunity and forecasts of market growth may prove to be inaccurate, and even if the market in which we compete
achieves the forecasted growth, our business could fail to grow at a similar rate, if at all.

Our estimates of market opportunity and forecasts of market growth may prove to be inaccurate. Market opportunity estimates and growth
forecasts, including those we have generated ourselves, are subject to significant uncertainty and are based on assumptions and estimates that may not
prove to be accurate. The variables that affect the calculation of our market opportunity are also subject to change over time.

We cannot assure you that any particular number or percentage of addressable users or companies covered by our market opportunity estimates
will purchase our solutions at all or generate any particular level of revenue for us. In addition, any expansion in our market depends on a number of
factors, including the cost, performance and perceived value associated with our platform and those of our competitors. Even if the market in which we
compete meets the size estimates and growth we forecast,
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our business could fail to achieve a substantial share of this market or grow at a similar rate, if at all. Our growth is subject to many risks and
uncertainties. Accordingly, the estimates of market opportunity or forecasts of market growth we have made and may make should not be taken as
indicative of our future growth.

Operating system platform providers or application stores may change terms of service, policies or technical requirements applicable to us or
our customers, which could adversely impact our business.

We and our customers are subject to the standard policies and terms of service of the operating system platforms on which we create, run and
monetize applications and content, as well as policies and terms of service of the various application stores, such as the Apple App Store or Google Play
Store, which make applications and content available to end users. Each of these operating system platforms and stores has broad discretion to change
and interpret its terms of service and policies. Each may also change its fee structure, add fees associated with access to and use of its platform, alter
how customers are able to advertise or monetize on their platform, change how the personal or other user information is made available to application
developers on their platform, limit the use of personal information for advertising purposes or restrict how end users can share information on their
platform or across other platforms.

In particular, operating system platform providers or application stores such as Apple or Google have in the past and may in the future change their
technical requirements or policies in a manner that adversely impacts the way in which we or our customers offer solutions or collect, use, and share data
from end-user devices. Restrictions on our ability to collect and use data as desired could negatively impact our Create Solutions and Grow Solutions as
well as our resource planning and feature development planning for our software. For example, Google is continuing to develop their implementation of
Android Privacy Sandbox, a set of technologies that will, when their use is mandated, alter the manner in which advertising is performed on Android
devices, and which may impact our business. The long-term impact of these and other future privacy, platform, and regulatory changes could increase
application store fees to our customers, or have other impacts which could harm our business.

If we or our customers violate or are accused of violating these terms of service or policies, an operating system platform provider or application
store could limit or discontinue our or our customers' access to its platform or store. They could also limit or discontinue our access to its platform or store
if it establishes more favorable relationships with one or more of our competitors or it determines that it is in their business interests to do so. Any
limitation on or discontinuation of our or our customers' access to any third-party platform or application store could adversely affect our business,
financial condition, or results of operations.

If we are unable to further expand into new industries, or if our solutions for any new industry fail to achieve market acceptance, our growth
and operating results could be adversely affected, and we may be required to reconsider our growth strategy.

Our growth strategy is based, in part, on expanding into new industries beyond gaming. The market for interactive RT3D and 2D content in
industries beyond gaming is still developing, and it is uncertain whether this market will develop as we expect, how rapidly it will develop and how much it
will grow. Our success in these markets will depend, to a substantial extent, on the widespread adoption of our platform as an alternative to existing
solutions, such as traditional 2D and 3D modeling and rendering tools, or adoption by customers that are not currently using any software solutions.
Market acceptance of our platform in industries beyond gaming may not grow as we expect and if our platform does not achieve widespread adoption in
these other markets, our ability to grow our revenue may suffer.

In addition, the investments we make to grow our business by expanding into new industries will continue to increase our costs and operating
expenses on an absolute basis. We expect to invest significant research and development resources to develop and expand our solutions' functionality to
meet the needs of customers in these industries, and we will need to increase our sales and marketing, legal and compliance and other efforts as we
seek to expand into new industries that require a different
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go-to-market strategy than the gaming industry. These investments will occur in advance of our realization of significant revenue from such industries,
particularly given that customers in these industries are typically enterprise customers with long contracting cycles, which will make it difficult to determine
if we are allocating our resources effectively and efficiently. If the revenue we derive from these investments is not sufficient to achieve a return on
investment, our business and results of operations would suffer.

Our business relies in part on strategic relationships. If we are unable to maintain favorable terms and conditions and business relations with
respect to our strategic relationships, our business could be harmed.

We rely in part on strategic partnerships and other strategic relationships with hardware, operating system, device, game console, and other
technology providers in order to be able to offer our customers the ability to deploy their content on a variety of third-party platforms. If any of these third
parties were to suspend, limit or cease their operations or otherwise terminate their relationships with us, our results of operations could be adversely
affected. We have entered into separate agreements with each of our strategic partners. Our agreements with our strategic partners are non-exclusive
and typically have multi-year terms. We may have disagreements or disputes with these parties that could negatively impact or threaten our relationship
with them. We may not be successful in sourcing additional strategic partnerships or relationships or in retaining or extending our existing relationships
with the parties with whom we currently have relationships, including as a result of acquisitions by competitors of our strategic partners or strategic
partners themselves becoming competitors. If we are unable to source additional strategic relationships or the parties with whom we currently have
strategic relationships were to terminate their relationship with us, our revenue could decline and our business could be adversely affected.

We are dependent on the success of our customers in the gaming market. Adverse events relating to our customers or their games could have
a negative impact on our business.

Our gaming customers are not the end users of our solutions, but rather they use our platform and solutions to create and/or operate their games,
which are ultimately sold or distributed to an end user. As a result, our success depends in part on the ability of our customers to market and sell games
that are created or operated with our solutions. If our customers' marketing efforts are unsuccessful or if our customers experience a decrease in demand
for their games, sales of our Create Solutions and our Grow Solutions could be reduced. The gaming market is characterized by intense competition,
rapid technological change, increased focus by regulators, and economic uncertainty and, as such, there is no guarantee that any of our customers'
games will gain any meaningful traction with end users. In addition, some of our offerings, like Multiplay and Vivox, are more reliant on certain customers.
While our large and diverse customer portfolio has helped to reduce the fluctuations in our Grow Solutions revenue as a whole resulting from the success
of customers' games and the timing of game releases, we cannot assure you that the size and diversification of our customer portfolio will sufficiently
mitigate this risk. If our customers fail to create or operate popular games using our platform, and we are not able to maintain a diversified portfolio of
"winners and losers," our results of operations may be adversely affected.

Our results of operations have fluctuated in the past and are expected to fluctuate in the future, making it difficult to project future results, and
if we fail to meet the expectations of securities analysts or investors with respect to our results of operations, our stock price, and the value of
your investment could decline.

Our results of operations have fluctuated in the past and are expected to fluctuate in the future due to a variety of factors, many of which are outside
of our control. As a result, our past results may not be indicative of our future performance. In addition to the other risks described herein, factors that may
affect our results of operations include the following:

. fluctuations in demand for, usage of, or pricing of our platform;

. changes in mix of solutions purchased by our customers;
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. demand for our gaming customers' products and their ability to monetize those products, which in turn can have a significant impact on our
revenue-share and consumption-based solutions;

. timing and amount of our investments to expand the capacity of our third-party cloud hosting providers;

. seasonality, especially with respect to our Grow Solutions, which tend to generate higher revenue during periods of increased time spent on
entertainment, such as holidays;

. downturns or upturns in our sales which may not be immediately reflected in our financial position and results of operations;

. timing of customer budget cycles, purchases--including longer sales cycles for enterprise customers--and usage of our platform;

. market conditions and risks associated with the gaming industry, including the popularity, price and timing of release of games, changes in
consumer demographics, the availability and popularity of other forms of entertainment, public tastes and preferences;

. timing of updates and new features on our platform;

. fluctuations or delays in purchasing decisions in anticipation of new solutions or enhancements by us or our competitors;

. amount and timing of payment for operating expenses, particularly research and development and sales and marketing expenses, including
commissions, many of which occur in advance of the anticipated benefits resulting from such expenses;

. amount and timing of non-cash expenses, including stock-based compensation, amortization of acquired intangibles and acquisition-related
expenses;

. amount and timing of costs associated with recruiting, training and integrating new employees and retaining and motivating existing
employees;

. timing of acquisitions and costs associated with integrating acquired companies;

. general economic, social and public health conditions, both domestically and globally, including uncertain macroeconomic conditions, as well
as conditions specifically affecting industries in which our customers operate, which can impact customer spending and result in longer deal
cycles;

. incorrect estimates or judgments relating to our critical accounting policies;

. impact of new accounting pronouncements or changes in accounting principles;

. costs that we incur in order to comply with changing regulatory, tax or legal requirements, especially with respect to privacy and security

matters; and
. significant security breaches of, technical difficulties with or interruptions to the delivery and use of our platform.

Any of these and other factors, or the cumulative effect of some of these factors, may cause our results of operations to vary significantly. If our
quarterly results of operations fall below the expectations of investors and securities analysts who follow our stock, the price of our common stock could
decline substantially, and we could face costly lawsuits, including securities class action suits.

Third parties with whom we do business may be unable to honor their obligations to us or their actions may put us at risk.

We rely on third parties, including our strategic partners, for various aspects of our business, including deep technology collaborations, co-
marketing, advertising partners, development services agreements, and revenue share arrangements. Their actions may put our business, reputation,
and brand

34



Table of Contents Unity Software Inc.

at risk. In many cases, third parties may be given access to sensitive and proprietary information or personal information in order to provide services and
support to our teams or customers, and they may misappropriate and engage in unauthorized use of our information, technology or customers' data. In
addition, the failure of these third parties to provide adequate services and technologies, or the failure of the third parties to adequately maintain or update
their services and technologies, could result in a disruption to our business operations. Further, disruptions in the mobile application industry, financial
markets, economic downturns, poor business decisions, or reputational harm may adversely affect our partners and may increase their propensity to
engage in fraud or otherwise illegal activity which could harm our business reputation, and they may not be able to continue honoring their obligations to
us, or we may cease our arrangements with them. Alternative arrangements and services may not be available to us on commercially reasonable terms or
at all and we may experience business interruptions upon a transition to an alternative partner or vendor. If we lose one or more business relationships, or
experience a degradation of services, our business could be harmed and our financial results could be adversely affected.

We use resellers and other third parties to sell, market, and deploy our solutions to a variety of customers, and our failure to effectively
develop, manage, and maintain our indirect sales channels would harm our business.

We use resellers and other third parties to sell, market, and deploy our Create Solutions to a variety of customers, particularly in industries beyond
gaming. For example, we currently leverage an indirect value-added reseller network to cost effectively service our mid-sized, small and independent
Create Solutions customers and we engage in cooperative marketing efforts with strategic partners. Loss of or reduction in sales through these third
parties could reduce our revenue. Identifying and retaining resellers and strategic partners, training them in our technology and solutions, and negotiating
and documenting relationships with them, requires significant time and resources. We cannot assure you that we will be able to maintain our relationships
with our resellers or strategic partners on favorable terms or at all.

Our resellers may cease marketing or reselling our platform with limited or no notice and without penalty. Further, a substantial number of our
agreements with resellers are non-exclusive such that those resellers may offer customers the solutions of several different companies, including
solutions that compete with ours. Our resellers may favor our competitors' solutions or services over ours, including due to incentives that our competitors
provide to resellers. One or more of our resellers could be acquired by one of our competitors, which could adversely affect our ability to sell through that
reseller. If our resellers do not effectively sell, market or deploy our solutions, choose to promote our competitors' solutions, or otherwise fail to meet the
needs of our customers, our ability to sell our solutions could be adversely affected.

Our direct sales force targets larger customers, and sales to these customers involve risks that may not be present or that are present to a
lesser extent with respect to sales to smaller customers.

We utilize a direct sales organization to increase adoption within larger enterprise customers and to expand into new industries, such as
automotive, where potential customers are typically larger organizations. In particular, our success for our Grow Solutions depends in part on larger
enterprise customers. Sales to larger customers involve risks that may not be present or that are present to a lesser extent with sales to smaller
customers, such as longer sales cycles, more complex customer requirements, substantial upfront sales costs, and less predictability in completing some
of our sales. If we do not effectively expand our direct sales capabilities to address these industries effectively or develop effective sales and marketing
strategies for those industries, or if we focus our efforts on non-gaming industries that end up being slow adopters of our platform and solutions, our ability
to increase sales of our platform and solutions to industries and for use cases outside gaming will be adversely affected.
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We provide service-level agreement commitments related to certain of our Create and Grow Solutions. If we fail to meet these contractual
commitments, we could be obligated to provide refunds of prepaid amounts or other credits, which would lower our revenue and harm our
business, financial condition, and results of operations.

Certain of our Create and Grow Solutions include service-level agreements commitments. If we are unable to meet the stated service-level
commitments, including failure to meet the uptime and response time requirements under our customer agreements, we could face terminations and/or
refunds of prepaid amounts or other credits, which could significantly affect both our current and future revenue. Any service-level failures could also
damage our reputation, which could also adversely affect our business, financial condition and results of operations.

If we fail to offer high-quality support, our ability to retain and attract customers could suffer.

Our customers rely on our sales, customer success and customer support personnel and tools to resolve issues and realize the full benefits that our
platform provides. High-quality support is important for the retention of our existing customers and expanding their use of our platform. The importance of
these functions will increase as we expand our business, pursue new customers and seek to expand the use of our platform and solutions by enterprise
customers in new industries outside of gaming. If we do not help our customers quickly resolve issues and provide effective ongoing support, our ability to
maintain and expand our solution to existing and new customers could suffer, and our reputation with existing or potential customers could suffer.

Indemnity provisions in various agreements to which we are a party potentially expose us to substantial liability for infringement,
misappropriation or other violation of intellectual property rights, data protection and other losses.

Our agreements with our customers and other third parties may include indemnification provisions under which we agree to indemnify or otherwise
be liable for losses suffered or incurred as a result of certain claims relating to or arising from our software, services, platform, our acts or omissions under
such agreements or other contractual obligations. In some cases, the liability is not limited and we may still incur substantial liability related to such
agreements, and we may be required to cease providing certain functions or features on our platform as a result of any such claims. Even if we succeed
in contractually limiting our liability, such limitations may not be enforceable. Any dispute with a customer or other third party with respect to such
obligations could have adverse effects on our relationship with such customer or other third party and other existing or prospective customers, reduce
demand for our platform and adversely affect our business, financial conditions and results of operations. In addition, our insurance may not be adequate
to indemnify us for all liability that may be imposed on us or otherwise protect us from liabilities or damages with respect to claims, including claims on
such matters as alleged compromises of customer data, which may be substantial. Any such coverage may not continue to be available to us on
acceptable terms or at all.

Our business could be disrupted by catastrophic events, including health pandemics, militarization, or war.

Any catastrophic event, including earthquake, fire, flood, tsunami or other weather event, power loss, telecommunications failure, software or
hardware malfunction, cyber-attack, war or terrorist attack, explosion, or pandemic could impact our business. In particular, our corporate headquarters
are located in the San Francisco Bay Area, a region known for seismic activity, and are thus vulnerable to damage in an earthquake. Our insurance
coverage may not compensate us for losses that may occur in the event of an earthquake or other significant natural disaster. In addition, certain of our
operations could be impacted by militarization or war, discussed below. If any disaster were to occur, our ability to operate our business at our facilities
could be impaired and we could incur significant losses, require substantial recovery time and experience significant expenditures in order to resume
operations. If we are unable to develop adequate plans to ensure that our business functions continue to operate during and after a disaster and to
execute successfully on those plans in the event of a disaster or emergency, our business would be harmed.
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Conditions in Israel, including political unrest, militarization and war, have impacted and may further adversely affect our operations.

Because many of the operations of Grow Solutions are conducted in Israel, many of our employees, including certain management members, are
located in Israel. Political unrest, militarization, or continued war in Israel or the surrounding region has not materially impacted our operations as a whole,
but has impacted our employee productivity in Israel, and may further adversely affect our business. Following attacks in Israel by Hamas, a U.S.
designated terrorist organization, Israel formally declared war. In addition, there have also been rocket attacks by Hezbollah, also a U.S. designated
terrorist organization, in the north of the country. Several hundred thousand Israeli military reservists were drafted into immediate military service. While
most reservists were released from active service, if a substantial number of our employees, key members of our management team, or employees of our
service providers in Israel are conscripted into military service on a prolonged basis, our operations and result of operations, particularly of our Grow
Solutions, may be harmed.

In the event that our facilities in Israel or facilities of providers of critical services to our operations in Israel are damaged, our ability to deliver or
provide solutions and services in a timely manner to meet our contractual obligations with customers, partners and vendors and otherwise meet users'
expectations, and our ability to develop our solutions in order to be competitive, could be adversely affected. In addition, we may incur significant costs in
order to resume operations and we may be unable to develop or implement adequate plans to ensure continuity of business functions. Our commercial
insurance may not cover losses that may occur as a result of events associated with war and terrorism. The Israeli government currently covers the
reinstatement value of direct damages that are caused by terrorist attacks or acts of war, but we cannot assure you that such government coverage will
be maintained or that it will sufficiently cover our potential damages. Any losses or damages incurred by us could harm our business.

In addition, some countries may impose restrictions on doing business with Israel or companies with operations in Israel. There have also been
calls to boycott Israeli goods and services. Such efforts may impact the operations of Grow Solutions and harm our business.

The intensity and duration of Israel’s current war against Hamas and the hostilities on the northern border are difficult to predict, as are its impacts
on Israel's economy in general and on our business and operations that are conducted in Israel.

Our current operations are and will continue to be global in scope, creating a variety of operational challenges.

We currently have operations and customers across all major global markets. We also have a sales presence in multiple countries. We expect that
our global activities will continue to grow for the foreseeable future as we continue to pursue growth opportunities, which will require significant dedication
of management attention and financial resources.

Our current and future global business and operations involve a variety of risks, including:

. slower than anticipated availability and adoption of our platform by creators outside the U.S., for example, in China where we experienced
softness throughout 2023;

. the need to adapt and localize our platform for specific countries;

. maintaining our company culture, which emphasizes developing and launching new and innovative solutions and which we believe is
essential to our business, across all of our offices globally and requires aligning our values across cultures and viewpoints;

. difficulty collecting accounts receivable and potential for longer payment cycles;

. increased reliance on resellers and other third parties for our global expansion;

. burdens of complying with a variety of foreign laws, including costs associated with legal structures, accounting, statutory filings and tax
liabilities;
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stringent and evolving regulations relating to privacy and data security and the unauthorized use of, or access to, commercial and personal
information, particularly in Europe and China;

differing and potentially more onerous labor regulations and practices, especially in Europe;

challenges inherent in efficiently managing, and the increased costs associated with, an increased number of employees over large
geographic distances, including the need to implement appropriate systems, policies, benefits, statutory equity requirements and compliance
programs that are specific to each jurisdiction;

unexpected changes in trade relations, regulations, laws or enforcement, including changes to export control restrictions, economic
sanctions, and trade embargoes;

difficulties in managing a business in new markets with diverse cultures, languages, customs, legal systems, alternative dispute systems, and
regulatory systems;

increased travel, real estate, infrastructure and legal compliance costs associated with multiple global locations and subsidiaries;
currency exchange rate fluctuations and the resulting effect on our revenue and expenses, and the cost and risk of hedging transactions;

higher levels of credit risk and payment fraud, particularly the risk that excessive fraudulent activity could harm our ability to meet credit card
association merchant standards and our right to accept credit cards for payment;

restrictions on the transfer of funds, such as limitations on our ability to reinvest earnings from operations in one country to fund the capital
needs of our operations in other countries;

laws and business practices favoring local competitors or general market preferences for local vendors;

reduced or uncertain intellectual property protection or difficulties obtaining, maintaining, protecting or enforcing our intellectual property
rights, including foreign government interference with our intellectual property that resides outside of the U.S;

political instability, societal unrest, hostilities, war, or terrorist activities, including in Israel or the surrounding region where a significant portion
of our Grow Solutions team is located; and subsequent retaliatory measures and sanctions;

exposure to liabilities under anti-corruption and anti-money laundering laws, including the U.S. Foreign Corrupt Practices Act ("FCPA"), U.S.
bribery laws, the United Kingdom ("U.K.") Bribery Act, and similar laws and regulations in other jurisdictions; and

adverse tax burdens and foreign exchange controls that could make it difficult to repatriate earnings and cash.

If we invest substantial time and resources to grow our business in markets outside the U.S. and are unable to do so successfully and in a timely
manner, our business and results of operations will suffer.

We are exposed to collection and credit risks, which could impact our operating results.

Our accounts receivable are subject to collection and credit risks, which could impact our operating results. Our Create Solutions typically include
upfront purchase commitments for a one- to three-year subscription, which may be invoiced over multiple reporting periods, increasing these risks. We
rely on payments from advertisers in order to pay our Grow Solutions customers their revenue earned from Unity Ads, LevelPlay, and Sonic. We are
generally obligated to pay our customers for revenue earned within a negotiated period of time, regardless of whether or not our advertisers have paid us
on time, or at all. While we attempt to negotiate a longer payment period with our customers and shorter periods for our advertisers, we are not always
successful. As a result, we can face a timing issue with our accounts payable on shorter cycles than our accounts receivable, requiring us to remit
payments from our own funds, and accept the risk of bad debt. Businesses that are good credit risks at the time of sale may
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become bad credit risks over time. In times of economic recession, the number of our customers who default on payments owed to us tends to increase.
Our operating results may be impacted by significant bankruptcies among customers, which could negatively impact our revenue and cash flows. We
cannot assure you that our processes to monitor and mitigate these risks will be effective. If we fail to adequately assess and monitor our credit risks, we
could experience longer payment cycles, increased collection costs and higher bad debt expense, and our business, operating results and financial
condition could be harmed.

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

Actual events involving limited liquidity, defaults, non-performance or other adverse developments that affect financial institutions, transactional
counterparties or the financial services industry generally, or concerns or rumors about any such events, have in the past and may in the future lead to
market-wide liquidity problems. Our access to funding sources in amounts adequate to finance or capitalize our current and projected future business
operations could be significantly impaired by factors that affect us, or customers, the financial institutions with which we have arrangements directly, or the
financial services industry or economy in general. Any further deterioration in the macroeconomic economy or financial services industry could lead to
losses or defaults by parties with whom we conduct business, which in turn, could have an adverse effect on our current and/or projected business
operations and results of operations and financial condition. For example, a party with whom we conduct business may fail to make payments when due,
default under their agreements with us, become insolvent or declare bankruptcy. Any bankruptcy or insolvency, or the failure to make payments when
due, of any counterparty of ours, or the loss of any significant relationships, could result in losses to us and may adversely impact our business.

Fluctuations in currency exchange rates could harm our operating results and financial condition.

We offer our solutions to customers globally and have operations globally. Although the majority of our cash generated from revenue is
denominated in U.S. dollars, revenue generated and expenses incurred by our subsidiaries outside of the U.S. are often denominated in the currencies of
the local countries. As a result, our consolidated U.S. dollar financial statements have been and will continue to be subject to fluctuations due to changes
in exchange rates as the financial results of our non-U.S. subsidiaries are translated from local currencies into U.S. dollars. In particular, the strengthening
of the U.S. dollar could continue to negatively impact our business. Our financial results are also subject to changes in exchange rates that impact the
settlement of transactions in non-local currencies. Because we conduct business in currencies other than U.S. dollars but report our results of operations
in U.S. dollars, we also face remeasurement exposure to fluctuations in currency exchange rates, which could hinder our ability to predict our future
results and earnings and could materially impact our results of operations. As a result of the ironSource Merger, we have certain limited forward currency
contracts in place to hedge foreign currency exposure, but we have not otherwise engaged in currency hedging activities to limit the risk of exchange
fluctuations and, as a result, our financial condition and operating results have been and could continue to be adversely affected by such fluctuations.

We may require additional capital to support the growth of our business, and this capital might not be available on acceptable terms, if at all.

We cannot be certain when or if our operations will generate sufficient cash to fully fund our ongoing operations or the growth of our business. We
intend to continue to make investments to support our business and may require additional funds to respond to business challenges, including the need to
develop new solutions, products, services or enhance our existing solutions, products or services, enhance our operating infrastructure, expand globally
and acquire complementary businesses and technologies. Additional financing may not be available on terms favorable to us, if at all. If adequate funds
are not available on acceptable terms, we may be unable to invest in future growth opportunities, which could harm our business, operating results, and
financial condition. In addition, we may need to take other measures that would impact our liquidity. For example, under certain conditions we may be
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required to repurchase the third-party interest in Unity China, which would impact our liquidity. If we incur additional debt the debt holders would have
rights senior to holders of common stock to make claims on our assets, and the terms of any debt could restrict our operations, including our ability to pay
dividends on our common stock. Furthermore, if we issue additional equity securities, stockholders will experience dilution, and the new equity securities
could have rights senior to those of holders of our common stock. Our inability to obtain adequate financing on terms satisfactory to us, when we require
it, could significantly limit our ability to continue to support our business growth, respond to business challenges, expand our operations or otherwise
capitalize on our business opportunities due to lack of sufficient capital. Even if we are able to raise such capital, we cannot assure you that it will enable
us to achieve better operating results or grow our business.

Risks Related to Our Platform and Technology

If we do not make our platform, including new versions or technology advancements, easier to use or properly train customers on how to use
our platform, our ability to broaden the appeal of our platform and solutions and to increase our revenue could suffer.

Our platform can be complex to use, and our ability to expand the appeal of our platform depends in part on ensuring that it can be used by a
variety of creators. While certain features of our solutions are designed to address the needs of professional developers, we believe that our ability to
expand adoption of our platform will depend in part on our ability to address the needs of creators with varied needs and levels of expertise, including
artists, animators and sound technicians, as well as new categories of creators and end users, such as architects, civil and mechanical engineers, and
designers, in industries beyond gaming. Accordingly, it will be important to our future success that we continue to increase the accessibility of our platform
and if we are not able to, our ability to increase adoption of our platform will suffer.

In order to get full use of our platform, users generally need training. We provide a variety of training resources to our customers, and we believe we
will need to continue to maintain and enhance the breadth and effectiveness of our training resources as the scope and complexity of our platform
increase. If we do not provide effective training resources for our customers on how to efficiently and effectively use our platform, our ability to grow our
business will suffer, and our business and results of operations may be adversely affected. Additionally, when we announce or release new versions of our
platform or advancements in our technology, we could fail to sufficiently explain or train our customers on how to use such new versions or advancements
or we may announce or release such versions prematurely. These failures on our part may lead to our customers being confused about use of our
offerings or expected technology releases, and our ability to grow our business, results of operations, brand and reputation may be adversely affected.
For example, such failures have in the past led to customers expressing frustration with our platform on social media and other internet sites.

Interruptions, performance problems, or defects associated with our platform may adversely affect our business, financial condition, and
results of operations.

Our reputation and ability to attract and retain customers and grow our business depends in part on our ability to operate our platform at high levels
of reliability, scalability and performance, including the ability of our existing and potential customers to access our platform at any time and within an
acceptable amount of time. Interruptions in the performance of our platform and solutions, whether due to system failures, computer viruses or physical or
electronic break-ins, could affect the availability of our platform. We have experienced, and may in the future experience, disruptions, outages and other
performance problems due to a variety of factors, including infrastructure changes, introductions of new functionality, human or software errors, capacity
constraints due to an overwhelming number of customers accessing our platform simultaneously, denial of service attacks or other security-related
incidents.

It may become increasingly difficult to maintain and improve our performance, especially during peak usage times and as our customer base grows
and our platform becomes more complex. If our platform is unavailable or if our customers are unable to access our platform within a reasonable amount
of time or at all, we may experience a loss of customers, lost or delayed market acceptance of our
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platform, delays in payment to us by customers, injury to our reputation and brand, legal claims against us, significant cost of remedying these problems
and the diversion of our resources. In addition, to the extent that we do not effectively address capacity constraints, upgrade our systems as needed and
continually develop our technology and network architecture to accommodate actual and anticipated changes in technology, our business, financial
condition and results of operations, as well as our reputation, may be adversely affected. For example, due to heightened concerns about the regulatory
environment with respect to privacy and security matters, our customers are increasingly requesting audit certifications, such as SOC 2, Type II, that we
have not yet achieved with respect to some of our offerings. Failure to achieve these certifications may adversely impact our ability to grow our business
at the pace that may be expected by our investors. Additionally, material interruptions to our service due to security-related incidents may expose us to
regulatory fines in certain jurisdictions where we operate even in the absence of data loss.

Further, the software technology underlying our platform is inherently complex and may contain material defects or errors, particularly when new
solutions are first introduced or when new features or capabilities are released. We have from time to time found defects or errors in our platform, and
new defects or errors in our existing platform or new solutions may be detected in the future by us or our users. For example, our revenue growth in the
first half of 2022 was negatively impacted by challenges with certain of our Grow Solutions (including a fault in our platform that resulted in reduced
accuracy of one of our monetization tools, as well as the consequences of ingesting bad data from a large customer) that reduced the efficacy of such
products.

We cannot assure you that our existing platform and new offerings will not contain defects. Any real or perceived errors, failures, vulnerabilities, or
bugs in our platform could result in negative publicity or lead to data security, access, retention or other performance issues, all of which could harm our
business. The costs incurred in correcting such defects or errors may be substantial and could harm our business. Moreover, the harm to our reputation
and legal liability related to such defects or errors may be substantial and could similarly harm our business.

We are increasingly building Al into certain of our offerings, and issues raised by the use of Al in our offerings may adversely affect our
business, reputation, or financial results.

We are increasingly building Al into certain of our offerings, such as Unity Muse, an expansive platform for Al-driven assistance during creation, and
Unity Sentis, which allows creators to embed an Al model in the Unity Runtime for their game or application, enhancing gameplay and other functionality.
We continue to advance machine learning algorithms in our Grow Solutions, which are designed to enable us to provide customers with better
performance. Al technologies are complex and rapidly evolving, and we face significant competition from other companies as well as an evolving
regulatory landscape. The evolving regulatory landscape and our product development efforts may result in new or enhanced governmental or regulatory
scrutiny, litigation, ethical concerns, or other complications that could adversely affect our business, reputation, or financial results. For example, the use
of datasets to develop and be referenced by Al models, the content generated by Al systems, or the application of Al systems may be found to be
insufficient, offensive, biased, or harmful, or violate current or future laws and regulations or third-party rights. In addition, Al and machine learning ("ML")
models may create flawed, incomplete, or inaccurate outputs, some of which may appear correct. If our technology is used by an end user in a
controversial manner due to their perceived or actual impact on society, we may experience brand or reputational harm, competitive harm or legal liability.

In addition, market acceptance of Al technologies is uncertain, and we may be unsuccessful in product development efforts. Our solutions that use
Al could fail to achieve market acceptance, or our competitors may use Al technologies more efficiently than we do. We may incur significant costs and
may not achieve any significant revenue from these offerings. Any of these factors could adversely affect our business, reputation, or financial results.
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If we or our third-party service providers experience a security breach or unauthorized parties otherwise obtain access to our customers' data,
our data, or our platform, our platform may be perceived as not secure, our reputation may be harmed, our business operations may be
disrupted, demand for our solutions may be reduced, and we may incur significant liabilities.

Operating our business and platform involves the collection, storage and transmission of sensitive, proprietary and confidential information,
including personal information of our personnel, customers and their end users, our proprietary and confidential information and the confidential
information we collect from our partners, customers and creators.

Cyber-attacks, malicious internet-based activity, online and offline fraud, and other similar activities threaten the confidentiality, integrity, and
availability of our sensitive information and information technology systems, and those of the third parties upon which we rely. Such threats are prevalent
and continue to rise, are increasingly difficult to detect, and come from a variety of sources, including traditional computer "hackers," threat actors,
"hacktivists" organized criminal threat actors, personnel (such as through theft, misuse, or accident), sophisticated nation states, and nation-state-
supported actors. For example, the increased hostilities and militarization in and around Israel, where a significant part of our Grow Solutions operations
is based, may lead to an increase in politically motivated cyber-attacks which could impact our operations and harm our business.

We and the third parties upon which we rely are subject to a variety of constantly evolving threats, including but not limited to, computer malware
(including as a result of advanced persistent threat intrusions), software bugs and vulnerabilities, malicious code, viruses and worms, social engineering
(including spear phishing and ransomware attacks), denial-of-service attacks (such as credential stuffing attacks), credential harvesting, personnel
misconduct or error, supply chain attacks server malfunctions, software or hardware failures, loss of data or other information technology assets, adware,
telecommunications failures, and other similar threats. Such incidents have become more prevalent in our industry in recent years and the emergence of
new Al technologies presents risks of further vulnerabilities. For example, attempts by malicious actors to fraudulently induce our personnel into disclosing
usernames, passwords or other information that can be used to access our systems have increased and could be successful. Ransomware attacks are
becoming increasingly prevalent and severe and can lead to significant interruptions, delays, or outages in our operations, loss of data, loss of income,
significant extra expenses and resources to restore data or systems, reputational harm, and the diversion of funds. Extortion payments may alleviate the
negative impact of a ransomware attack, but we may be unwilling or unable to make such payments due to, for example, applicable laws or regulations
prohibiting payments. Our security measures could also be compromised by personnel, theft or errors, or be insufficient to prevent harm resulting from
security vulnerabilities in software or systems on which we rely. Additionally, our remote workforce poses increased risks to our IT assets and data. Future
or past business transactions (such as acquisitions or integrations) could expose us to additional cybersecurity risks and vulnerabilities, as our systems
could be negatively affected by vulnerabilities present in acquired or integrated entities' systems and technologies. Furthermore, we may discover security
issues that were not found during due diligence of such acquired or integrated entities, and it may be difficult to integrate companies into our information
technology environment and security program.

Additionally, our or our customers' sensitive, proprietary, or confidential information could be leaked, disclosed, or revealed as a result of or in
connection with our employees', personnel's, or vendors' use of generative Al technologies. Any such information that we input into a third-party
generative Al or ML platform could be revealed to others, including if information is used to train the third party's Al/ML models. Additionally, where an
Al/ML model ingests personal information and makes connections using such data, those technologies may reveal other sensitive, proprietary, or
confidential information generated by the model. Moreover, Al/ML models may create incomplete, inaccurate, or otherwise flawed outputs, some of which
may appear correct. We may use Al/ML outputs to make certain decisions. Due to these potential flaws, the model could lead us to make decisions that
could bias certain individuals or classes of individuals and adversely impact their rights. As a result, we could face adverse consequences, including
exposure to reputational and competitive harm, customer loss, and legal liability.
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Such incidents have occurred in the past, and may occur in the future, resulting in unauthorized, unlawful or inappropriate access to, inability to
access, disclosure of or loss of the sensitive, proprietary and confidential information that we handle. For example, like many companies, we use Log4j
with respect to certain software or systems to log security and performance information. A vulnerability in Log4j was discovered in late 2021 and widely
exploited by threat actors, and, upon learning of this vulnerability, we made updates to our offerings and infrastructure intended to reduce risks associated
with the vulnerability. Investigations into potential incidents occur on a regular basis as part of our security program. Security incidents could also damage
our IT systems, our ability to provide our products and services, and our ability to make the financial reports and other public disclosures required of public
companies.

We rely on third parties to provide critical services that help us deliver our solutions and operate our business. In the course of providing their
services, these third parties may support or operate critical business systems for us or store or process personal, sensitive, proprietary and/or confidential
information on our behalf. These third-party providers may not have adequate security measures and have experienced and could experience in the
future security incidents that compromise the confidentiality, integrity or availability of the systems they operate for us or the information they process on
our behalf. Such occurrences could adversely affect our business to the same degree as if we had experienced these occurrences directly and we may
not have recourse to the responsible third parties for the resulting liability we incur.

Because there are many different cybercrime and hacking techniques and such techniques continue to evolve, we may be unable to anticipate
attempted security breaches, react in a timely or effective manner or implement adequate preventative measures. While we have developed systems and
processes designed to protect the integrity, confidentiality and security of our and our customers' confidential, proprietary, and personal information under
our control, we cannot assure you that any security measures that we or our third-party service providers have implemented will be effective against
current or future security threats. A security breach or other security incident, or the perception that one has occurred, could result in a loss of customer
confidence in the security of our platform and damage to our reputation and brand, reduce demand for our solutions, disrupt normal business operations,
require us to incur material costs to investigate and remedy the incident and prevent recurrence, expose us to litigation, regulatory enforcement action,
fines, penalties and damages and adversely affect our business, financial condition and results of operations. These risks are likely to increase as we
continue to grow and process, store and transmit an increasingly large volume of data.

We have contractual and legal obligations to notify relevant stakeholders of security breaches. Most jurisdictions have enacted laws requiring
companies to notify individuals, regulatory authorities and others of security breaches involving certain types of data. In addition, our agreements with
certain customers and partners may require us to notify them in the event of a security breach. Such mandatory disclosures are costly, could lead to
negative publicity and may cause our customers to lose confidence in the effectiveness of our security measures.

A security breach could lead to claims by our customers, their end users or other relevant parties that we have failed to comply with contractual
obligations to implement specified security measures. As a result, we could be subject to legal action or our customers could end their relationships with
us. We cannot assure you that the limitations of liability in our contracts would be enforceable or adequate or would otherwise protect us from liabilities or
damages. Security breaches could similarly result in enforcement actions by government authorities alleging that we have violated laws requiring us to
maintain reasonable security measures.

Additionally, we cannot be certain that our insurance coverage will be adequate for data security liabilities actually incurred, will cover any
indemnification claims against us relating to any incident, will continue to be available to us on economically reasonable terms, or at all, or that any insurer
will not deny coverage as to any future claim. The successful assertion of one or more large claims against us that exceed available insurance coverage,
or the occurrence of changes in our insurance policies, including
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premium increases or the imposition of large deductible or co-insurance requirements, could adversely affect our reputation, business, financial condition
and results of operations.

In addition, we continue to expend significant costs to seek to protect our platform and solutions and to introduce additional security features for our
customers, and we expect to continue to have to expend significant costs in the future. Any increase in these costs will adversely affect our business,
financial condition and results of operations.

If we fail to timely release updates and new features to our platform and adapt and respond effectively to rapidly changing technology,
evolving industry standards, changing regulations, or changing customer needs, requirements, or preferences, our platform may become less
competitive.

The market in which we compete is subject to rapid technological change, evolving industry standards, and changing regulations, as well as
changing customer needs, requirements and preferences. The success of our business will depend, in part, on our ability to adapt and respond effectively
to these changes on a timely basis. For example, Apple has announced that it is working with us to further develop its Vision Pro offerings. If Apple's
Vision Pro fails to gain market acceptance, or if our offerings used to advance Vision Pro fail to perform properly, our business could be harmed. Similarly,
emerging technologies like artificial intelligence could impact the way that customers utilize our solutions as well as enhance the functionality of our
solutions. Accordingly, our ability to increase our revenue depends in large part on our ability to maintain, improve and differentiate our existing platform
and introduce new functionality promptly and effectively.

We must continue to improve existing features and add new features and functionality to our platform in order to retain our existing customers and
attract new ones. For example, if the technology underlying our high-definition rendering pipeline or our graphics, animation and audio tools become
obsolete or do not address the needs of our customers, our business would suffer. In addition, if our investments in fundamental product enhancements
do not increase performance in a sustainable manner, or fail to do so on the timelines we expect, then our revenue, particularly from our Grow Solutions,
would be harmed.

Revenue growth from our offerings depends on our ability to continue to develop and offer effective features and functionality for our customers and
to respond to frequently changing privacy and data security laws and regulations, policies, and end-user demands and expectations, which will require us
to incur additional costs to implement. If we do not continue to improve our platform with additional features and functionality in a timely fashion, or if
intended improvements to our platform are ineffective or otherwise not well received by customers, our revenue could be adversely affected.

If we fail to deliver timely releases of our solutions that are ready for commercial use, release a new version, service, tool or update with material
errors, or are unable to enhance our platform to keep pace with rapid technological and regulatory changes or respond to new offerings by our
competitors, or if new technologies emerge that are able to deliver competitive solutions at lower prices, more efficiently, more conveniently or more
securely than our solutions, or if new operating systems, gaming platforms or devices are developed and we are unable to support our customers'
deployment of games and other applications onto those systems, platforms or devices, our business, financial condition and results of operations could be
adversely affected.

Our business depends on the interoperability of our solutions across third-party platforms, operating systems, and applications, and on our
ability to ensure our platform and solutions operate effectively on those platforms. If we are not able to integrate our solutions with third-party
platforms in a timely manner, our business may be harmed.

One of the most important features of our platform and solutions is broad interoperability with a range of diverse devices, operating systems and
third-party applications. Our customers rely on our solutions to create and simultaneously deploy content to a variety of third-party platforms. Similarly, we
and our customers also rely on our solutions' interoperability with third-party platforms in order to deliver services. Currently, we support and have
strategic partnerships with over 20 such platforms. Third-party
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platforms are constantly evolving, and we may not be able to modify our solutions to assure compatibility with that of other third parties following
development changes within a timely manner. For example, third-party platforms frequently deploy updates to their hardware or software and modify their
system requirements. The success of our business depends on our ability to incorporate these updates to third-party licensed software into our
technology, effectively respond to changes to device and operating system platform requirements, and maintain our relationships with third-party
platforms. Our success also depends on our ability to simultaneously manage solutions on multiple platforms and our ability to effectively deploy our
solutions to an increasing number of new platforms. Given the number of platforms we support, it can be difficult to keep pace with the number of third-
party updates that are required in order to provide the interoperability our customers demand. If we fail to effectively respond to changes or updates to
third-party platforms that we support, our business, financial condition, and results of operations could be harmed.

We rely upon third-party data centers and providers of cloud-based infrastructure to host our platform. Any disruption in the operations of
these third-party providers, limitations on capacity or interference with our use could adversely affect our business, financial condition, and
results of operations.

We currently serve our users from co-located data centers in the U.S. We also use various third-party cloud hosting providers such as Google
Cloud, AWS and Tencent to provide cloud infrastructure for our platform. Our Create Solutions and Grow Solutions rely on the operations of this
infrastructure. Customers need to be able to access our platform at any time, without interruption or degradation of performance, and we provide some
customers with service-level commitments with respect to uptime. In addition, our Grow Solutions and enterprise game server hosting depend on the
ability of these data centers and cloud infrastructure to allow for our customers' configuration, architecture, features and interconnection specifications and
to secure the information stored in these data centers. Any limitation on the capacity of our data centers or cloud infrastructure could impede our ability to
onboard new customers or expand the usage of our existing customers, host our solutions or serve our customers, which could adversely affect our
business, financial condition and results of operations. In addition, any incident affecting our data centers or cloud infrastructure that may be caused by
cyber-attacks, natural disasters, fire, flood, severe storm, earthquake, power loss, outbreaks of contagious diseases, telecommunications failures, terrorist
or other attacks and other similar events beyond our control could negatively affect the cloud-based portion of our platform. A prolonged service disruption
affecting our data centers or cloud-based services for any of the foregoing reasons would negatively impact our ability to serve our customers and could
damage our reputation with current and potential customers, expose us to liability, cause us to lose customers or otherwise harm our business. We may
also incur significant costs for using alternative providers or taking other actions in preparation for, or in response to, events that damage the third-party
hosting services we use.

In the event that our service agreements relating to our data centers or cloud infrastructure are terminated, or there is a lapse of service, elimination
of services or features that we utilize, interruption of internet service provider connectivity or damage to such facilities, we could experience interruptions
in access to our platform, loss of revenue from revenue-share and consumption-based solutions, as well as significant delays and additional expense in
arranging or creating new facilities and services or re-architecting our platform for deployment on a different data center provider or cloud infrastructure
service provider, which could adversely affect our business, financial condition and results of operations.

Any failure to obtain, maintain, protect or enforce our intellectual property and proprietary rights could impair our ability to protect our
proprietary technology and our brand.

Our success depends to a significant degree on our ability to obtain, maintain, protect and enforce our intellectual property rights, including our
proprietary technology, know-how and our brand. The steps we take to obtain, maintain, protect and enforce our intellectual property rights may be
inadequate. We will not be able to protect our intellectual property rights if we are unable to enforce our rights or if we do not detect unauthorized use of
our intellectual property rights. If we fail to protect our intellectual property rights adequately, or fail to continuously innovate and advance our technology,
our competitors could gain
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access to our proprietary technology and develop and commercialize substantially identical products, services or technologies. In addition, defending our
intellectual property rights might entail significant expense. Any patents, trademarks or other intellectual property rights that we have or may obtain may
be challenged or circumvented by others or invalidated or held unenforceable through administrative processes. In addition, we cannot assure you that
our patent applications will result in issued patents, and we may be unable to obtain or maintain patent protection for our technology. In addition, any
patents issued from pending or future patent applications or licensed to us in the future may not provide us with competitive advantages, or may be
successfully challenged by third parties. Furthermore, legal standards relating to the validity, enforceability and scope of protection of intellectual property
rights are uncertain. Despite our precautions, it may be possible for unauthorized third parties to copy our solutions and use information that we regard as
proprietary to create products that compete with ours. Patent, trademark, copyright and trade secret protection may not be available to us in every country
in which our solutions are available. The value of our intellectual property could diminish if others assert rights in or ownership of our trademarks and
other intellectual property rights, or trademarks that are similar to our trademarks. We may be unable to successfully resolve these types of conflicts to our
satisfaction. In some cases, litigation or other actions may be necessary to protect or enforce our trademarks and other intellectual property rights.
Furthermore, third parties may assert intellectual property claims against us, and we may be subject to liability, required to enter into costly license
agreements, required to rebrand our solutions or prevented from selling some of our solutions if third parties successfully oppose or challenge our
trademarks or successfully claim that we infringe, misappropriate or otherwise violate their trademarks or other intellectual property rights. In addition, the
laws of some foreign countries may not be as protective of intellectual property rights as those in the U.S., and mechanisms for enforcement of intellectual
property rights may be inadequate. As we expand our global activities, our exposure to unauthorized copying and use of our platform and proprietary
information will likely increase. Moreover, policing unauthorized use of our technologies, trade secrets and intellectual property may be difficult, expensive
and time-consuming, particularly in foreign countries where the laws may not be as protective of intellectual property rights as those in the U.S. and where
mechanisms for enforcement of intellectual property rights may be weak. Accordingly, despite our efforts, we may be unable to prevent third parties from
infringing upon, misappropriating or otherwise violating our intellectual property rights.

We enter into confidentiality and invention assignment agreements with our employees and consultants and enter into confidentiality agreements
with other third parties, including suppliers and other partners. However, we cannot guarantee that we have entered into such agreements with each party
that has or may have had access to our proprietary information, know-how and trade secrets or that has or may have developed intellectual property in
connection with their engagement with us. Moreover, we cannot assure you that these agreements will be effective in controlling access to, distribution,
use, misuse, misappropriation, reverse engineering or disclosure of our proprietary information, know-how and trade secrets. Further, these agreements
may not prevent our competitors from independently developing technologies that are substantially equivalent or superior to our platform. These
agreements may be breached, and we may not have adequate remedies for any such breach.

In order to protect our intellectual property rights, we may be required to spend significant resources to monitor and protect our intellectual property
rights. Litigation may be necessary in the future to enforce our intellectual property rights, such as rights under our software licenses, and to protect our
trade secrets. Litigation brought 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. Further, our efforts to enforce our intellectual property rights may be met
with defenses, counterclaims and countersuits attacking the validity and enforceability of our intellectual property rights, and if such defenses,
counterclaims or countersuits are successful, we could lose valuable intellectual property rights. Our inability to enforce our unique licensing structure,
including financial eligibility tiers, and our inability to protect our proprietary technology against unauthorized copying or use, including circumvention of
licensing or usage restrictions as well as any costly litigation or diversion of our management's attention and resources, could delay further sales or the
implementation of our solutions, impair the functionality of our platform, delay introductions of new solutions, result in our substituting inferior or more
costly technologies into our offerings, or injure our reputation.
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We license and make available software to customers. Although those customers are restricted in the manner in which they can use and share our
software, we cannot assure you that unauthorized use or copying of our software will not occur. We rely on periodic significant updates to our software to
encourage our customers to access our software through us on a paying or, for qualified users, non-paying, basis. However, we cannot assure you that
this strategy will be effective in ensuring that users are not circumventing licensing or usage restrictions or otherwise misusing or accessing our software
on an unauthorized basis.

Our ability to acquire and maintain licenses to intellectual property may affect our revenue and profitability. These licenses may become more
expensive and increase our costs.

While most of the intellectual property we use is created by us, we have also acquired rights to proprietary intellectual property that provide key
features and functionality in our solutions. We have also obtained rights to use intellectual property through licenses and service agreements with third
parties.

Proprietary licenses typically limit our use of intellectual property to specific uses and for specific time periods. If we are unable to maintain these
licenses or obtain additional licenses on reasonable economic terms or with significant commercial value, our revenue and profitability may be adversely
impacted. These licenses may become more expensive and increase the advances, guarantees and royalties that we may pay to the licensor, which
could significantly increase our costs and adversely affect our profitability.

We have been and may in the future become subject to intellectual property disputes, which are costly and may subject us to significant
liability and increased costs of doing business.

We have faced and may in the future, face intellectual property disputes. Such disputes and intellectual property litigation can be time-consuming
and expensive to resolve and they divert management's time and attention. Companies in the internet, technology and gaming industries own large
numbers of patents, copyrights, trademarks, domain names and trade secrets and frequently enter into litigation based on allegations of infringement,
misappropriation or other violations of intellectual property or other rights. As we face increasing competition and gain a higher profile, the possibility of
intellectual property rights and other claims against us grows. Our technologies may not be able to withstand any third-party claims against their use. In
addition, many companies have the capability to dedicate substantially greater resources to enforce their intellectual property rights and to defend against
claims that may be brought against them. Any litigation may also involve patent holding companies or other adverse patent owners that have no relevant
product revenue, and therefore, our patents and patent applications may provide little or no deterrence as we would not be able to assert them against
such entities or individuals. If a third party is able to obtain an injunction as a remedy for infringement of third-party intellectual property rights and if we
cannot license or develop alternative technology, we may be forced to limit or stop sales of our solutions or cease business activities related to such
intellectual property. In addition, we may need to settle litigation and disputes on terms that are unfavorable to us. Although we carry general liability
insurance and patent infringement insurance, our insurance may not cover potential claims of this type or may not be adequate to indemnify us for all
liability that may be imposed. We cannot predict the outcome of lawsuits and cannot ensure that the results of any such actions will not have an adverse
effect on our business, financial condition or results of operations. Any intellectual property claim asserted against us, or for which we are required to
provide indemnification, may require us to do one or more of the following:

. cease selling or using solutions that incorporate the intellectual property rights that we allegedly infringe, misappropriate or violate;

. make substantial payments for legal fees, settlement payments or other costs or damages;

. obtain a license, which may not be available on reasonable terms or at all, to sell or use the relevant technology; or

. redesign or rebrand the allegedly infringing solutions to avoid infringement, misappropriation or violation, which could be costly, time-

consuming or impossible.
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Even if the claims do not result in litigation or are resolved in our favor, there could be public announcements of the results of hearings, motions or
other interim proceedings or developments and if securities analysts or investors perceive these results to be negative, it could have a substantial adverse
effect on the price of our common stock. We expect that the occurrence of infringement claims is likely to grow as the market for our solutions grows.
Accordingly, our exposure to damages resulting from infringement claims could increase, and this could further exhaust our financial and management
resources.

We use open source software in our solutions, which could negatively affect our ability to sell our services or subject us to litigation or other
actions.

We use open source software in our solutions, and we expect to continue to incorporate open source software in our solutions in the future. Few of
the licenses applicable to open source software have been interpreted by courts, and these licenses could be construed in a manner that could impose
unanticipated conditions or restrictions on our ability to commercialize our products. Moreover, we cannot ensure that we have not incorporated open
source software in our software in a manner that is inconsistent with the terms of the applicable license. Depending on the terms of certain of these
licenses, we may be subject to certain requirements, including that we make source code available for modifications or derivative works we create based
upon, incorporating or using the open source software and that we license such modifications or derivative works under the terms of applicable open
source licenses. If an author or other third party that distributes such open source software were to allege that we had not complied with the conditions of
one or more of these licenses, we could be required to incur significant legal expenses defending against such allegations and could be subject to
significant damages, enjoined from the sale of our solutions that contained the open source software and required to comply with onerous conditions or
restrictions on these solutions, which could disrupt the distribution and sale of these solutions. From time to time, there have been claims challenging the
ownership rights in open source software against companies that incorporate it into their products, and the licensors of such open source software provide
no warranties or indemnities with respect to such claims. As a result, we and our customers could be subject to lawsuits by parties claiming ownership of
what we believe to be open source software. Litigation could be costly for us to defend, or require us to devote additional research and development
resources to change our solutions, either of which could harm our business. In addition, although we employ open source software license screening
measures, if we were to combine our proprietary software solutions with certain open source software in a particular manner we could, under certain open
source licenses, be required to release the source code of our proprietary software solutions. Some open source projects have known vulnerabilities and
architectural instabilities and are provided on an "as-is" basis which, if not properly addressed, could negatively affect the performance of our solution. If
we inappropriately use or incorporate open source software subject to certain types of open source licenses that challenge the proprietary nature of our
solutions, we may be required to re-engineer such solutions, discontinue the sale of such solutions or take other remedial actions.

Risks Related to Our Management, Talent, and Brand
Attracting, managing, and retaining our talent is critical to our success.

Our success and future growth depend upon the continued services of our management team and other key employees. Changes in our
management team could disrupt our business. For example, we've recently experienced significant management turnover, including our appointment of
Matthew Bromberg as our President and Chief Executive Officer and the departure of Luis Visoso, our Executive Vice President and Chief Financial
Officer, effective August 9, 2024, and the appointment of Mark Barrysmith as our interim Chief Financial Officer, effective August 9, 2024. Any inability to
successfully manage executive transitions or retain Mr. Bromberg or other senior executives could disrupt our operations and harm our business. We also
are dependent on the continued service of our existing software engineers because of the complexity of our solutions. The loss of one or more members
of our senior management or key employees could harm our business, and we may not be able to find adequate replacements.
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In addition, we must attract and retain highly qualified personnel. We have had difficulty quickly filling certain open positions in the past, and despite
recently reevaluating our headcount needs, slowing down our hiring efforts, and reducing our headcount, we expect to have significant future hiring
needs. Competition is intense, particularly in the San Francisco Bay Area, Tel Aviv, and other areas in which we have offices, for engineers experienced in
designing and developing cloud-based platform solutions, data scientists and machine learning engineers with experience in machine learning and
artificial intelligence and experienced sales professionals. As a global workforce, we must align our company values across employees from different
cultures and value systems. Failure to successfully create a cohesive company culture could harm our ability to attract and retain talent.

In addition, prospective and existing employees often consider the value of the equity awards they receive in connection with their employment. If
the perceived or actual value of our equity awards declines, it may not be as effective an incentive for attracting, retaining, and motivating employees.
New hires require training and take time before they achieve full productivity. New employees may not become as productive as we expect, and we may
be unable to hire or retain sufficient numbers of qualified individuals. If we fail to attract new personnel or fail to retain and motivate our current personnel,
our business and future growth prospects would be harmed.

If we fail to maintain and enhance our brand, our ability to expand our customer base will be impaired and our business, financial condition,
and results of operations may suffer.

We believe that maintaining and enhancing our brand reputation is important to support the marketing and sale of our platform to new and existing
customers, and grow our strategic partnerships. We also believe that the importance of brand recognition will increase as competition in our market
increases. Successfully maintaining and enhancing our brand will depend largely on the effectiveness of our marketing efforts, our ability to offer a reliable
platform that continues to meet the needs and preferences of our customers at competitive prices, our ability to maintain our customers' trust, our ability to
continue to develop new functionality to address a wide variety of use cases and our ability to successfully differentiate our platform from competitors. We
have in the past and may in the future experience public scrutiny of our business decisions and announcements. For example, in the third quarter of 2023
we announced changes to our pricing model, which caused public scrutiny of our decision making, announcement and terms of service, all of which
harmed our brand reputation and negatively impacted our business.

Our ability to manage potential social and ethical issues arising out of emerging technologies including artificial intelligence could impact our brand
and customer adoption of our solutions. Our brand promotion activities may not generate customer awareness or yield increased revenue, and even if
they do, any increased revenue may not offset the expenses we incur in building our brand. If we fail to successfully promote and maintain our brand, our
business, financial condition and results of operations may suffer.

Risks Related to Laws, Regulations, and the Global Economy

We are subject to rapidly changing and increasingly stringent laws, regulations, and industry standards relating to privacy, data security, and
the protection of children. The restrictions and costs imposed by these requirements, or our actual or perceived failure to comply with them,
could harm our business.

Our offerings, and particularly our Grow Solutions, rely on our ability to process sensitive, proprietary, confidential, and regulated information,
including personal information, that belongs to us or that we handle on behalf of others such as our customers. These activities are regulated by an
increasing number of various federal, state, local, and foreign privacy and data security laws and regulations. These have become increasingly stringent
and continue to evolve, requiring significant resources for compliance. Any actual or perceived non-compliance could result in litigation, regulatory
proceedings, fines and civil or criminal penalties, obligations to cease offerings or to substantially modify our Grow Solutions in ways that make them less
effective in certain jurisdictions, negative publicity, and reduced overall demand for our platform or reduced returns on our Grow Solutions. As we embark
ona
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comprehensive rebuild of our machine learning stack and data infrastructure, we may encounter challenges in complying with data privacy and similar
laws aimed at regulating technology.

Most jurisdictions in which we or our customers operate have adopted privacy and data security laws. For example, European privacy and data
security laws, including the European Union's General Data Protection Regulation ("EU GDPR"), the European Union's Digital Services Act, the United
Kingdom's GDPR ("UK GDPR") and others, impose significant and complex burdens on processing personal information and provide for robust regulatory
enforcement and significant penalties for noncompliance. Regulators, courts, and platforms have increasingly interpreted the GDPR and other privacy and
data security laws as requiring affirmative opt-in consent to use cookies and similar technologies for personalization, advertising, and analytics. Existing
and proposed regulations could also impose onerous obligations related to Al, the use of cookies and other online tracking technologies on which our
offerings rely, and online direct marketing. Any of these could increase our exposure to litigation or regulatory enforcement actions, increase our
compliance costs, and adversely affect our business.

In addition, certain jurisdictions have enacted laws that may require data localization and have imposed requirements for cross-border transfers of
personal information. For example, the cross-border transfer landscape in Europe remains unstable despite an agreement between the U.S. and Europe,
and other countries outside of Europe have enacted or are considering enacting cross border data transfer restrictions and laws requiring data residency.
The EU GDPR, UK GDPR, and other European privacy and data security laws generally prohibit the transfer of personal information to countries outside
the European Economic Area ("EEA"), such as the U.S, that are not considered by some authorities as generally providing an adequate level of data
protection. The various mechanisms that may be used for compliance with these data localization and other requirements are subject to legal challenges,
and the future of cross-border data transfers remains uncertain in light of the evolving regulatory landscape, which could increase the cost and complexity
of doing business. If we cannot maintain a valid mechanism for cross-border personal information transfers, we may face increased exposure to
regulatory actions, litigation, penalties, data processing restrictions or bans, and reduced demand for our services. Loss of our ability to import personal
information from Europe and elsewhere may also require us to increase our data processing capabilities outside the U.S. at significant expense.

Similarly, China's Personal Information Protection Law and Data Security Law, Canada's Personal Information Protection and Electronic Documents
Act, related provincial laws, and Canada's Anti-Spam Legislation, Israel's Privacy Protection Law 5741-1981, and new and emerging privacy and data
security regimes in other jurisdictions in which we operate, such as China, Canada and Israel, broadly regulate processing of personal information and
impose comprehensive compliance obligations and penalties.

In the U.S., federal, state, and local governments have enacted numerous privacy and data security laws, including data breach notification laws,
personal information privacy laws, health information privacy laws, and consumer protection laws. For example, the Telephone Consumer Protection Act
("TCPA") imposes various consumer consent requirements and other restrictions on certain telemarketing activity and other communications with
consumers by phone, fax or text message. TCPA violations can result in significant financial penalties, including penalties or criminal fines imposed by the
Federal Communications Commission or fines of up to $1,500 per violation imposed through private litigation or by state authorities. Some states have
enacted laws similar to the TCPA, with similar potential exposure. In addition, the California Consumer Privacy Act ("CCPA"), which applies to personal
information of consumers, business representatives, employees, and other individuals with whom we interact, imposes a number of obligations on
covered businesses, including requirements to respond to requests from California residents related to their personal information. The CCPA contains
significant potential penalties for noncompliance (up to $7,500 per violation). Additionally, the California Privacy Rights Act expanded the CCPA's
requirements, including by adding new rights and establishing a new regulatory agency to implement and enforce the law. Other states are considering or
have also enacted privacy and data security laws, which increase compliance costs and resources. Our actual or perceived noncompliance with these
and other emerging state laws could harm our business.
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We also use Al, including generative Al, and ML technologies in our products and services. The development and use of Al/ML present various
privacy and data security risks that may impact our business. AlI/ML are subject to privacy and data security laws, as well as increasing regulation and
scrutiny. Several jurisdictions worldwide, including Europe and certain U.S. states, have proposed or enacted laws governing Al/ML. For example, the
European Union is deliberating over legislation that would impose obligations on various actors in the Al value chain, and we expect other jurisdictions will
adopt similar laws. Additionally, certain privacy and data security laws extend rights to consumers and regulate automated decision making in ways that
may be incompatible with our use of AlI/ML. These obligations may make it harder for us to conduct our business using Al/ML, lead to litigation or
regulatory fines or penalties, require us to change our business practices, retrain our Al/ML, delete our models, or prevent or limit our use of Al/ML. For
example, the FTC has required other companies to delete algorithms and models derived from or trained on allegedly unlawfully collected data, where it
has alleged the company has violated privacy or consumer protection laws. If we cannot use Al/ML or that use is restricted, our business may be less
efficient, and we may be at a competitive disadvantage.

In addition, some of our solutions employ technology to help creators build augmented and virtual reality applications, and their use to recognize
and collect information about individuals could be perceived as subject to the emerging regulations relating to biometric privacy laws. Actual or perceived
noncompliance may expose us to litigation and regulatory risks. There are emerging cases applying existing privacy and data security laws in the U.S.,
such as the federal and state wiretapping laws, in novel and potentially impactful ways that may affect our ability to offer certain solutions. The outcome of
these cases could cause us to make changes to our solutions to avoid costly litigation, government enforcement actions, damages, and penalties under
these laws, which could adversely affect our business, results of operations, and our financial condition.

Another area of increasing focus by regulators is children's privacy. Enforcement of longstanding privacy laws, such as the Children's Online
Privacy Protection Act ("COPPA"), has increased and may continue under the new generation of privacy and data security laws and regulations, such as
the GDPR, CCPA, the UK's Information Commissioner's Office Age-Appropriate Design Code ("Children's Code"), and the California Age-Appropriate
Design Code Act ("Design Code"), and similar laws enacted by other U.S. states. European regulators are expected to introduce guidance for age
appropriate design across all countries implementing the GDPR as well. We have previously been subject to claims related to the privacy of minors
predicated on COPPA and other privacy and data security laws, and we may in the future face claims under COPPA, the GDPR, the Children's Code, the
CCPA, the Design Code, or other laws relating to children's privacy and data security.

In addition to increasing government regulation, we have obligations relating to privacy and data security under our published policies and
documentation, contracts and applicable industry standards. For example, we may also be subject to the Payment Card Industry Data Security Standard
("PCI DSS"), which requires companies to adopt certain measures to ensure the security of cardholder information, including using and maintaining
firewalls, adopting proper password protections for certain devices and software, and restricting data access. Noncompliance with PCI-DSS can result in
penalties ranging from $5,000 to $100,000 per month by credit card companies, litigation, damage to our reputation, and revenue losses.

Our business is materially reliant on revenue from behavioral, interest-based, or tailored advertising (collectively, "targeted advertising"), but
delivering targeted advertisements is becoming increasingly difficult due to changes to our ability to gather information about user behavior through third
party platforms, new laws and regulations, and consumer resistance. Major technology platforms on which we rely to gather information about consumers
have adopted or proposed measures to provide consumers with additional control over the collection, use, and sharing of their personal data for targeted
advertising purposes. For example, Apple allows users to easily opt-out of activity tracking across devices, which has impacted and may continue to
impact our business. Similarly, Google announced similar plans to adopt additional privacy controls on its Android devices to allow users to limit sharing of
their data with third parties and reduce cross-device tracking for advertising purposes. Additionally, Google has announced that it intends to phase out
third-party cookies in its Chrome browser, which could make it more difficult for
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us to target advertisements. Other browsers, such as Firefox and Safari, have already adopted similar measures.

In addition, legislative proposals and present laws and regulations regulate the use of cookies and other tracking technologies, electronic
communications, and marketing. For example, in the EEA and the U.K., regulators are increasingly focusing on compliance with requirements related to
the targeted advertising ecosystem. European regulators have issued significant fines in certain circumstances where the regulators alleged that
appropriate consent was not obtained in connection with targeted advertising activities. It is anticipated that the ePrivacy Regulation and national
implementing laws will replace the current national laws implementing the ePrivacy Directive, which may require us to make significant operational
changes. In the U.S., state privacy laws, including the CCPA, grant residents the right to opt-out of most forms of targeted advertising (or to opt-in, in the
case of residents under age 16). Some of the laws also require covered businesses to honor certain user-enabled browser signals, such as the Global
Privacy Control. Partially as a result of these developments, individuals are becoming increasingly resistant to the collection, use, and sharing of personal
data to deliver targeted advertising. Individuals are now more aware of options related to consent, "do not track" mechanisms (such as browser signals
from the Global Privacy Control), and "ad-blocking" software to prevent the collection of their personal information for targeted advertising purposes. As a
result, we may be required to change the way we market our offerings, and any of these developments or changes could materially impair our ability to
reach new or existing customers or otherwise negatively affect our operations.

Although we endeavor to comply with these obligations, we may have actually or allegedly failed to do so or have otherwise processed data
improperly. The requirements imposed by rapidly changing privacy and data security laws, platform providers, and application stores require us to
dedicate significant resources to compliance, and could also limit our ability to operate, harm our reputation, reduce demand for our solutions, and subject
us to regulatory enforcement action, private litigation, and other liability. Such occurrences could adversely affect our business, financial condition, and
results of operations.

Our customers have sought increasingly stringent contractual obligations regarding privacy and data security. These contractual obligations,
and our efforts to comply with them, could be costly and harm our business.

In response to the increasing restrictions of global privacy and data security laws, our customers have sought and may continue to seek
increasingly stringent contractual assurances regarding our handling of personal information and may adopt internal policies that limit their use of our
Grow Solutions. In addition, privacy advocates and industry groups have regularly proposed, and may propose in the future, self-regulatory standards by
which we are legally or contractually bound. If we fail to comply with these contractual obligations or standards, we may face substantial contractual
liability or fines.

Companies and governmental agencies may restrict access to our platforms, website, mobile applications, application stores or the Internet
generally, which could lead to the loss or slower growth of our customers' end users and negatively impact our operations.

Governmental agencies in any of the countries in which we, our customers or end users are located, such as China, could block access to or
require a license for our platform, our website, mobile applications, operating system platforms, application stores or the Internet generally for a number of
reasons, including security, confidentiality or regulatory concerns. If companies or governmental entities block, limit or otherwise restrict customers from
accessing our platform, or end users from playing games developed or operated on our platform, our business could be harmed.

Further, some countries may block data transfers as a result of businesses collecting data within a country's borders as part of broader privacy-
related concerns, which could affect our business. For example, the Indian government blocked the distribution of several applications of Chinese origin in
the interest of sovereignty and integrity of India, defense of India, and security of the Indian state. In undertaking this action, the Indian government
partially blocked some of Unity's services. While our services were ultimately unblocked in that instance, if other countries block our data transfers or
services or take similar action against us, our customers, our services, and our business could be harmed.
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Adverse changes in the geopolitical relationship between the U.S. and China or changes in China's economic and regulatory landscape could
have an adverse effect on business conditions.

Because our continued business operations in China, including our joint venture in China, constitute a significant part of our current and future
revenue growth plans, adverse changes in economic and political policies relating to China could have an adverse effect on our business. An escalation
of recent trade tensions between the U.S. and China has resulted in trade restrictions that harm our ability to participate in Chinese markets. For example,
U.S. export control regulations relating to China have created restrictions with respect to the sale of our solutions to various Chinese customers and
further changes to regulations could result in additional restrictions. Additionally, proposed restrictions in the U.S. on outbound investment may impair our
ability to support our subsidiaries in China, including our majority owned joint venture. China also regulates the gaming industry, including on mobile and
other games which has impacted our growth rates and any changes by the Chinese government with respect to the gaming industry could have a
negative impact on our business. Sustained uncertainty about, or worsening of, current global economic conditions and further escalation of trade
tensions between the U.S. and its trading partners, especially China, could result in a global economic slowdown and long-term changes to global trade,
including retaliatory trade restrictions that further restrict our ability to operate in China.

Any actions and policies adopted by the government of the People's Republic of China ("PRC"), particularly with regard to intellectual property
rights and existing cloud-based and Internet restrictions for non-Chinese businesses, or any prolonged slowdown in China's economy, could have an
adverse effect on our business, results of operations and financial condition.

In particular, PRC laws and regulations impose restrictions on foreign ownership of companies that engage in internet, market survey, game
publishing, cloud-based services and other related businesses from time to time. Accordingly, our ability to offer game publishing and cloud-based
services in China depends on our ability to implement and maintain structures that are acceptable under PRC laws. Our failure to do so could harm our
business, financial condition, and operating results.

We are subject to anti-corruption, anti-bribery, anti-money laundering, and similar laws, and non-compliance with such laws can subject us to
criminal or civil liability and harm our business, financial condition and results of operations.

We are subject to the FCPA, U.S. domestic bribery laws, the U.K. Bribery Act and other anti-corruption and anti-money laundering laws in the
countries in which we conduct activities. As we increase our global sales and business to the public sector and further develop our reseller channel, we
may engage with business partners and third-party intermediaries to market our solutions and obtain necessary permits, licenses and other regulatory
approvals. In addition, we or our third-party intermediaries may have direct or indirect interactions with officials and employees of government agencies or
state-owned or affiliated entities. We can be held liable for the corrupt or other illegal activities of these third-party intermediaries, our employees,
representatives, contractors, partners and agents, even if we do not authorize such activities.

Compliance with such laws is costly, we cannot assure you that none of our employees and agents will take actions in violation of our policies and
applicable law, for which we may be ultimately held responsible.

In addition, noncompliance with these laws could subject us to whistleblower complaints, investigations, civil or criminal penalties, reputational
harm, and adverse media coverage any of which could harm our business.

We are subject to governmental export and import controls and economic sanctions laws that could impair our ability to compete in global
markets or subject us to liability if we violate the controls.

Various countries in which we operate regulate the import and export of certain encryption and other technology, including import and export
licensing requirements, and have enacted laws that could
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limit our ability to distribute our solutions or could limit our customers' ability to implement our solutions in those countries. Our products and services are
subject to export controls and economic sanctions laws and regulations of the United States and potentially other jurisdictions in which we have
operations. Compliance with such laws and regulations can be time-consuming and may result in the delay or loss of sales opportunities.

We previously inadvertently provided products and services to some customers in apparent violation of U.S. export control and economic sanctions
laws. After voluntarily disclosing such noncompliance to relevant U.S. authorities, we received a warning letter, with no imposition of monetary fines or
penalties. In the future, if we, or our resellers, are found to be in violation of U.S. sanctions or export control regulations, significant fines or penalties and
possible incarceration for responsible employees and managers, as well as reputational harm and loss of business, could result.

Any change in export or import regulations--including proposed additional regulation of encryption technology--economic sanctions or related
legislation, increased export and import controls, or change in the countries, governments, persons or technologies targeted by such regulations, could
result in decreased use of our platform by, or in our decreased ability to export or sell our solutions to, existing or potential customers with global
operations which would adversely affect our business, results of operations, and growth prospects.

Sales to government entities and highly regulated organizations are subject to a number of challenges and risks.

We sell our offerings, particularly within our Create Solutions, to a variety of domestic and foreign governmental agency customers, as well as to
customers in highly regulated industries. Selling to such entities can be highly competitive, expensive and time-consuming, often requiring significant
upfront time and expense without any assurance that these efforts will generate a sale. Government demand and payment for solutions are affected by
public sector budgetary cycles and funding authorizations, funding reductions, shutdowns by the federal government or other delays may adversely affect
public sector demand that could develop for our solutions.

Further, these entities may demand or require contract terms and product features or certifications that differ from our standard arrangements and
are less favorable or more difficult to maintain than our standard terms or product features. If we are unable to agree to contracting requirements of
governmental entities, we may be limited in our ability to sell our solutions to these customers. Such entities may have statutory, contractual or other legal
rights to terminate contracts with us or our partners for convenience or for other reasons. Any such termination may adversely affect our ability to provide
our platform to other government customers and could adversely impact our reputation, business, financial condition and results of operations.

We could be required to collect additional sales, value added or similar taxes or be subject to other tax liabilities that may increase the costs
our clients would have to pay for our solutions and adversely affect our results of operations.

We collect sales, value added or similar indirect taxes in a number of jurisdictions. An increasing number of states have considered or adopted laws
that attempt to impose sales tax collection obligations on out-of-state companies. Similarly, many foreign jurisdictions have considered or adopted laws
that impose taxes on companies despite not having a physical presence in the foreign jurisdiction, including digital service taxes. A successful assertion
by one or more states, or foreign jurisdictions, requiring us to collect taxes where we presently do not do so, or to collect more taxes in a jurisdiction in
which we currently do collect some taxes, could result in substantial tax liabilities, including taxes on past sales, as well as penalties and interest. This
could also create additional administrative burdens for us, put us at a competitive disadvantage if they do not impose similar obligations on our
competitors, and decrease our future sales, which could harm our business and results of operations.
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Changes in our effective tax rate or tax liability may have an adverse effect on our results of operations.
Our effective tax rate could increase due to several factors, including:
. changes in the relative amounts of income before taxes in the various jurisdictions in which we operate that have differing statutory tax rates;

. changes in tax laws, tax treaties, and regulations or the interpretation of them, including Pillar One and Pillar Two related taxes as proposed
by the OECD and which are being implemented by many jurisdictions in which we operate beginning in 2024. At this time, we do not expect
Pillar Two legislation to have a material impact to our consolidated financial statement;

. changes to our assessment of our ability to realize our deferred tax assets that are based on estimates of our future results, the feasibility of
possible tax planning strategies, and the economic and political environments in which we do business;

. the outcome of current and future tax audits, examinations or administrative appeals; and

. limitations or adverse findings regarding our ability to do business in some jurisdictions.

Any of these developments could adversely affect our results of operations.

Uncertainties in the interpretation and application of existing, new and proposed tax laws and regulations could materially affect our tax
obligations and effective tax rate.

The tax regimes to which we are subject or under which we operate are unsettled and may be subject to significant change. The issuance of
additional guidance related to existing or future tax laws, or changes to tax laws, tax treaties or regulations proposed or implemented by the current or a
future U.S. presidential administration, Congress, or taxing authorities in other jurisdictions, including jurisdictions outside of the United States, could
materially affect our tax obligations and effective tax rate. To the extent that such changes have a negative impact on us, including as a result of related
uncertainty, these changes may adversely impact our business, financial condition, results of operations, and cash flows.

The amount of taxes we pay in different jurisdictions depends on the application of the tax laws of various jurisdictions, including the United States,
to our international business activities, the relative amounts of income before taxes in the various jurisdictions in which we operate, new or revised tax
laws, or interpretations of tax laws and policies, the outcome of current and future tax audits, examinations or administrative appeals, our ability to realize
our deferred tax assets, and our ability to operate our business in a manner consistent with our corporate structure and intercompany arrangements.

Our ability to use our net operating losses, credits, and certain other tax attributes to offset future taxable income or taxes may be subject to
certain limitations.

As of December 31, 2023, we had net operating loss carryforwards for U.S. federal, state, and foreign purposes of $642 million, $398 million, and
$936 million, respectively, which may be available to offset taxable income in the future, and portions of which expire in various years beginning in 2025. A
lack of future taxable income would adversely affect our ability to utilize a portion of these NOLs before they expire. Under the current law, federal NOLs
incurred in tax years beginning after December 31, 2017, may be carried forward indefinitely, but the deductibility of such federal NOLs, is limited to 80%
of taxable income. In addition, under Sections 382 and 383 of the Internal Revenue Code of 1986, as amended (the "Code"), a corporation that
undergoes an "ownership change" (as defined under Section 382 of the Code and applicable Treasury Regulations) is subject to limitations on its ability to
utilize its pre-change NOL carryforwards and certain other tax attributes to offset post-change taxable income or taxes. We may experience future
ownership changes that could affect our ability to utilize our NOL carryforwards to offset our income. Furthermore, our ability to utilize NOL carryforwards
of companies that we have acquired or may acquire in the future may be subject to limitations. In addition, at the state level, there may be periods during
which the use of NOL carryforwards is suspended or otherwise limited, which could accelerate or permanently increase state taxes owed. For these
reasons, we may not be able to utilize all of the NOLs,

55



Table of Contents Unity Software Inc.

even if we attain profitability, which could potentially result in increased future tax liability to us and could adversely affect our operating results and
financial condition.

The tax benefits that are available to us require us to continue to meet various conditions and may be terminated or reduced in the future,
which could increase our costs and taxes.

We believe that our main Israeli subsidiaries acquired as part of the ironSource Merger are eligible for certain tax benefits provided to a "Preferred
Technological Enterprise" under the Israeli Law for the Encouragement of Capital Investments, 5719-1959 (the "Investment Law"). In order to remain
eligible for the tax benefits provided to a "Preferred Technological Enterprise" we must continue to meet certain conditions stipulated in the Investment
Law and its regulations, as amended. If these tax benefits are reduced, canceled or discontinued, our Israeli taxable income from the Preferred
Technological Enterprise would be subject to a higher corporate tax rate in Israel. The standard corporate tax rate for Israeli companies has been 23%
since 2018.

Any legal proceedings, claims against us, or other disputes could be costly and time-consuming to defend and could harm our reputation
regardless of the outcome.

We are and may in the future become subject to legal proceedings and claims that arise from time to time, such as claims brought by our customers
in connection with commercial disputes, employment claims made by our current or former employees, or securities class action litigation suits. For
example, we are currently defending against a putative securities class action complaint, and related derivative complaints, alleging that we or our
executives made false or misleading statements and/or failed to disclose issues with our product platform.

Any litigation or dispute, whether meritorious or not, and whether or not covered by insurance, could harm our reputation, will increase our costs
and may divert management's attention, time and resources, which may in turn harm our business, financial condition and results of operations.

We are subject to laws and regulations worldwide, many of which are unsettled and still developing and which could increase our costs or
adversely affect our business.

We are subject to a variety of laws in the U.S. and abroad that affect our business, including state and federal laws regarding consumer protection,
advertising, electronic marketing, protection of minors, Al, privacy and data security, data localization requirements, online services, anti-competition,
labor, real estate, taxation, intellectual property ownership and infringement, export and national security, tariffs, anti-corruption and telecommunications,
all of which are continuously evolving and developing, many of which are discussed in greater detail above. The scope and interpretation of the laws that
are or may be applicable to us are often uncertain and may be conflicting, particularly laws outside the U.S., and compliance with laws, regulations and
similar requirements may be burdensome and expensive. Laws and regulations may be inconsistent from jurisdiction to jurisdiction, which may increase
the cost of compliance and doing business. Any such costs, which may rise in the future as a result of changes in these laws and regulations or in their
interpretation, could make our platform less attractive to our customers or cause us to change or limit our ability to sell our platform. Our employees,
contractors, or agents may violate such laws and regulations or our policies and procedures, which could harm our business.

For example, as a result of our Grow Solutions, we are potentially subject to a number of foreign and domestic laws and regulations that affect the
offering of certain types of content, such as that which depicts violence, many of which are ambiguous, still evolving and could be interpreted in ways that
could harm our business or expose us to liability. In addition, there are ongoing academic, political and regulatory discussions in various jurisdictions
regarding whether certain game mechanisms, such as loot boxes, and game genres, such as social casino, rewarded gaming and gambling, should be
subject to a higher level or different type of regulation than other game genres or mechanics to protect consumers, in particular minors and persons
susceptible to addiction, and, if so, what such regulation should include. New regulation by the U.S. federal government and its agencies, such as the
Federal Trade Commission ("FTC"), U.S. states and state agencies or foreign jurisdictions, which may vary significantly across jurisdictions, could require
that certain game content be modified or removed from games, increase the

56



Table of Contents Unity Software Inc.

costs of operating our customer's games, impact player engagement and thus the functionality and effectiveness of our Grow Solutions or otherwise harm
our business performance. For example, one of our acquired products within our Grow Solutions, Tapjoy's Offerwall, is subject to certain obligations under
a consent order which resulted from an FTC investigation. Noncompliance with this consent order, or other future orders, may result in the imposition of
substantial fines, penalties and costs that would adversely impact our financial condition and operating results. It is difficult to predict how existing or new
laws may be applied. If we become liable, directly or indirectly, under these laws or regulations, we could be harmed, and we may be forced to implement
new measures to reduce our exposure to this liability. This may require us to expend substantial resources or to modify our Grow Solutions, which would
harm our business, financial condition and results of operations. In addition, the increased attention focused upon liability issues as a result of lawsuits
and legislative proposals could harm our reputation or otherwise impact the growth of our business. Any costs incurred as a result of this potential liability
could harm our business, financial condition, or results of operations.

It is possible that a number of laws and regulations may be adopted or construed to apply to us or our customers in the U.S. and elsewhere that
could restrict the online and mobile industries, including player privacy, advertising, taxation, content suitability, copyright, distribution, antitrust, and the
use of artificial intelligence, and therefore our solutions or components may be deemed or perceived illegal or unfair practices. Furthermore, the growth
and development of electronic commerce and virtual items may prompt calls for more stringent consumer protection laws that may impose additional
burdens on companies such as us and our customers 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 or the use of in-app purchases or such enabling technology, labeling of free-to-play games or regulation of
currency, banking institutions, unclaimed property or money transmission may be interpreted to cover games made with our solutions and the revenue
that we receive from our Grow Solutions. 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 be subject to additional regulation and
oversight, all of which could significantly increase our operating costs. Changes in current laws or regulations or the imposition of new laws and
regulations in the U.S. or elsewhere regarding these activities may lessen the growth of mobile gaming and impair our business, financial condition or
results of operations.

Risks Related to Our Convertible Notes

Our Notes and the issuance of shares of our common stock upon conversion of the Notes, if any, may impact our financial results, result in
dilution to our stockholders, create downward pressure on the price of our common stock, and restrict our ability to raise additional capital or
to engage in a beneficial takeover.

In November 2022, we issued $1.0 billion in aggregate principal amount of 2.0% convertible senior notes due 2027 (the "2027 Notes"), and in
November 2021 we issued $1.7 billion in aggregate principal amount of 0% convertible senior notes due 2026 (the "2026 Notes," together with the 2027
Notes, the "Notes"). In March 2024, we repurchased approximately $480 million aggregate principal amount of our 2026 Notes in privately negotiated
transactions with holders of the 2026 Notes and as of June 30, 2024, we had approximately $1.2 billion aggregate principal amounts of 2026 Notes
outstanding. We are subject to a variety of risks related to the Notes, such as:

. servicing our debt requires a significant amount of cash, and we may not have sufficient cash flow from our business to pay our substantial
debt, and our ability to make scheduled payments of the principal and interest, or to refinance or repurchase our Notes depends on our future
performance, which is subject to economic, financial, competitive and other factors beyond our control;

. our ability to refinance or repurchase our indebtedness will depend on the capital markets and our financial condition at such time, and if we
are unable to engage in any of these
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activities or engage in these activities on desirable terms, we may be unable to meet the obligations of our Notes;

. if shares of our common stock are issued to the holders of the Notes upon conversion, there will be dilution to our stockholders' equity and
the market price of our common stock may decrease due to the additional selling pressure in the market. Any such downward pressure on the
price of our common stock could also encourage short sales by third parties, creating additional downward pressure on our share price;

. certain provisions in the indentures governing the Notes may delay or prevent an otherwise beneficial takeover attempt of us;

. we may from time to time seek to retire or purchase our outstanding debt, including the Notes, through cash purchases and/or exchanges for
equity securities, in open market purchases, privately negotiated transactions or otherwise. Such repurchases or exchanges, if any, will
depend on prevailing market conditions, our liquidity requirements, contractual restrictions, and other factors. The amounts involved in any
such transactions, individually or in the aggregate, may be material. Further, any such purchases or exchanges may result in us acquiring and
retiring a substantial amount of such indebtedness, which could impact the trading liquidity of such indebtedness; and

. the conditional conversion feature of the 2026 Notes, if triggered, and the conversion feature of the 2027 Notes may adversely affect our
liquidity if we are required to settle a portion or all of our conversion obligation through the payment of cash.

The capped call transactions may affect the value of the 2026 Notes and our common stock.

In addition, in connection with the issuance of the 2026 Notes, we entered into capped call transactions (the "Capped Call Transactions") with
certain of the initial purchasers of the 2026 Notes or affiliates thereof and other financial institutions (the "option counterparties"). The Capped Call
Transactions cover, subject to customary adjustments, the number of shares of our common stock initially underlying the 2026 Notes. The Capped Call
Transactions are expected generally to reduce the potential dilution to our common stock upon any conversion of 2026 Notes and/or offset any cash
payments we are required to make in excess of the principal amount of converted 2026 Notes, as the case may be, with such reduction and/or offset
subject to a cap. In connection with establishing their initial hedges of the Capped Call Transactions, the counterparties or their respective affiliates likely
entered into various derivative transactions with respect to our common stock and/or purchased shares of our common stock concurrently with or shortly
after the pricing of the 2026 Notes, including with certain investors in the 2026 Notes. The counterparties and/or their respective affiliates may modify their
hedge positions by entering into or unwinding various derivatives with respect to our common stock and/or purchasing or selling our common stock or
other securities of ours in secondary market transactions prior to the maturity of the 2026 Notes (and are likely to do so on each exercise date of the
Capped Call Transactions or, to the extent we exercise the relevant election under the Capped Call Transactions, following any repurchase, redemption or
conversion of the 2026 Notes). We cannot make any prediction as to the direction or magnitude of any potential effect that the transactions described
above may have on the prices of the 2026 Notes or the shares of our common stock. Any of these activities could adversely affect the value of the 2026
Notes and our common stock.

The conditional conversion feature of the 2026 Notes, if triggered, and the conversion feature of the 2027 Notes may adversely affect our
financial condition and operating results.

In the event the conditional conversion feature of the 2026 Notes is triggered, holders of the 2026 Notes will be entitled under the indenture
governing the 2026 Notes to convert their 2026 Notes at any time during specified periods at their option. Holders of the 2027 Notes are entitled under the
indenture governing the 2027 Notes to convert their 2027 Notes at any time prior to maturity. If one or more holders elect to convert their 2026 Notes,
unless we elect to satisfy our conversion obligation by delivering solely shares of our common stock (other than paying cash in lieu of delivering any
fractional share), we would be required to settle a portion or all of our conversion obligation through the payment of cash, which could
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adversely affect our liquidity. As of June 30, 2024, the 2026 Notes are not convertible at the option of the holder. In addition, even if holders do not elect to
convert their 2026 Notes, we could be required under applicable accounting rules to classify or reclassify all or a portion of the outstanding principal of the
2026 Notes as a current rather than long-term liability, which would result in a material reduction of our net working capital.

We are subject to counterparty risk with respect to the Capped Call Transactions.

In addition, the option counterparties are financial institutions, and we will be subject to the risk that any or all of them might default under the
Capped Call Transactions. Our exposure to the credit risk of the option counterparties will not be secured by any collateral. If an option counterparty
becomes subject to insolvency proceedings, we will become an unsecured creditor in those proceedings with a claim equal to our exposure at that time
under the Capped Call Transaction with such option counterparty. Our exposure will depend on many factors but, generally, an increase in our exposure
will be correlated to an increase in the market price and in the volatility of our common stock. In addition, upon a default by an option counterparty, we
may suffer more dilution than we currently anticipate with respect to our common stock. We can provide no assurances as to the financial stability or
viability of the option counterparties.

Risks Related to Ownership of Our Common Stock
Our stock price has been and may continue to be volatile, and the value of our common stock may decline.

The market price of our common stock has been and may continue to be highly volatile and may fluctuate or decline substantially as a result of a
variety of factors, including those discussed in the risk factors in this section, as well as variance in our financial performance from expectations of
securities analysts, sales of shares of our common stock by us or our stockholders, sales of securities convertible into shares of our capital stock by us,
the trading volume of our common stock, general economic and market conditions, and others not currently known to us or that we do not believe are
material. Technology stocks have historically experienced high levels of volatility. In the past, companies who have experienced volatility in the market
price of their securities have been subject to securities class action litigation. We have been, are, and may continue to be the target of this type of
litigation in the future, which could result in substantial expenses and divert our management's attention.

Future sales of our common stock in the public market could cause the market price of our common stock to decline.

Sales of a substantial number of shares of our common stock in the public market or the perception that these sales might occur could depress the
market price of our common stock and could impair our ability to raise capital through the sale of additional equity securities. We are unable to predict the
timing of or the effect that future sales may have on the prevailing market price of our common stock.

Our share repurchase program, while intended to help offset dilution, may not achieve such goal and the amount of such repurchases may be
impacted by new legislation.

The proceeds from the issuance and sale of the 2027 Notes (the "PIPE") have been and are expected to be continued to be used to partially fund
the repurchase of up to $2.5 billion of shares of our common stock pursuant to our previously announced stock repurchase program, with the objective to
offset potential dilution to our stockholders, including dilution as a result of the issuance of the ironSource Merger consideration. However, we are not
obligated to repurchase any shares of our common stock and there is no assurance that we will do so on the timeline intended. As of June 30, 2024, $750
million remains available for future share repurchases under this program.

While we expect the share repurchases to be accretive to our earnings per share, there may be factors that will reduce the expected anti-dilutive
effects of the potential repurchases. Although the 2027 Notes were priced at a premium to the market price of our common stock at the time of signing,
and we intend to repurchase the shares at prices lower than the conversion price of the 2027 Notes, we can't provide any assurance that our stock price
will not fluctuate significantly prior to any share repurchases,
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including as a result of downward pressure on the price of our common stock caused by the conversion of the 2027 Notes. As a result, if we are unable to
repurchase shares of our common stock at a price that is lower than the conversion price of the 2027 Notes, any anti-dilutive effect of such repurchases
may be less than expected and dilution resulting from the issuance of merger consideration may be more than expected.

In addition, repurchases are subject to the 1% Share Repurchase Excise Tax enacted by the Inflation Reduction Act, which may be offset by shares
newly issued during that fiscal year (the "Share Repurchase Excise Tax"). We have and will continue to take the Share Repurchase Excise Tax into
account with respect to our decisions to repurchase shares, but there can be no assurance that such tax will not reduce the number of shares we are able
to or ultimately decide to repurchase.

Concentration of ownership of our common stock among our existing executive officers, directors, and principal stockholders may prevent
new investors from influencing significant corporate decisions.

Our executive officers, directors, and current beneficial owners of 5% or more of our common stock beneficially own a significant percentage of our
outstanding common stock. These persons, acting together, will be able to significantly influence all matters requiring stockholder approval, including the
election and removal of directors and any merger or other significant corporate transactions. The interests of this group of stockholders may not coincide
with the interests of other stockholders.

Our issuance of additional capital stock in connection with financings, acquisitions, investments, our equity incentive plans or otherwise will
dilute all other stockholders.

We expect to issue additional capital stock in the future that will result in dilution to all other stockholders. We grant and expect to continue granting
equity awards to employees, directors and consultants under our equity incentive plans. We may also raise capital through the sale and issuance of
equity securities or convertible securities in the future. As part of our business strategy, we have in the past issued, and in the future may issue, equity
securities to pay for acquisitions or investments. Any such issuances of additional capital stock may cause stockholders to experience significant dilution
of their ownership interests and the per share value of our common stock to decline.

We do not intend to pay dividends for the foreseeable future and, as a result, your ability to achieve a return on your investment will depend on
appreciation in the price of our common stock.

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 of directors. Accordingly, you 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 your investment.

If we are unable to maintain proper and effective internal controls over financial reporting, investor confidence in our company may be
adversely affected and, as a result, the value of our common stock may be impacted.

We are required, pursuant to Section 404 of the Sarbanes-Oxley Act, to furnish a report by management on, among other things, the effectiveness
of our internal control over financial reporting. This assessment includes disclosure of any material weaknesses identified by our management in our
internal control over financial reporting. In addition, our independent registered public accounting firm is required to attest to the effectiveness of our
internal control over financial reporting. Our compliance with Section 404 requires that we incur substantial expenses and expend significant management
efforts. Our current controls and any new controls that we develop may become inadequate because of changes in conditions in our business, including in
connection with the ironSource Merger. In addition, changes in accounting principles or interpretations could also challenge our internal controls and
require that we establish new business processes, systems and controls to accommodate such changes. Additionally, if these new systems, controls or
standards and the associated process changes do not give rise to the
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benefits that we expect or do not operate as intended, it could adversely affect our financial reporting systems and processes, our ability to produce timely
and accurate financial reports or the effectiveness of internal control over financial reporting. Moreover, our business may be harmed if we experience
problems with any new systems and controls that result in delays in their implementation or increased costs to correct any post-implementation issues
that may arise.

In addition, management’s assessment of internal controls over financial reporting may identify weaknesses and conditions that need to be
addressed or other potential matters that may raise concerns for investors. Any actual or perceived weaknesses and conditions that need to be addressed
in our internal control over financial reporting or disclosure of management’s assessment of our internal controls over financial reporting may have an
adverse impact on the price of our common stock.

Anti-takeover provisions in our charter documents and under Delaware law could make an acquisition of our company more difficult, limit
attempts by our stockholders to replace or remove our current management and limit the market price of our common stock.

Provisions in our amended and restated certificate of incorporation and amended and restated bylaws may have the effect of preventing a change
of control or changes in our management. Our amended and restated certificate of incorporation and amended and restated bylaws include provisions
that may frustrate or prevent any attempts by our stockholders to replace or remove our current management by making it more difficult for stockholders
to replace members of our board of directors. In addition, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of
the Delaware General Corporation Law, which generally, prohibits a Delaware corporation from engaging in any of a broad range of business
combinations with any “interested” stockholder for a period of three years. Any of the foregoing provisions could limit the price that investors might be
willing to pay in the future for shares of our common stock, and they could deter potential acquirers of our company, thereby reducing the likelihood that
you would receive a premium for your shares of our common stock in an acquisition.

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

Our amended and restated certificate of incorporation includes choice of forum provisions which may limit a stockholder's ability to bring a claim in a
judicial forum that it finds favorable for disputes with us or our directors, officers, or other employees. While the Delaware courts have determined that
such choice of forum provisions are facially valid, a stockholder may nevertheless seek to bring such a claim arising under the Securities Act against us,
our directors, officers, or other employees in a venue other than in the federal district courts of the United States of America. In such an instance, we
would expect to vigorously assert the validity and enforceability of the exclusive forum provisions of our amended and restated certificate of incorporation.
This may require significant additional costs associated with resolving such action in other jurisdictions and we cannot assure you that the provisions will
be enforced by a court in those other jurisdictions. If a court were to find either exclusive-forum provision in our amended and restated certificate of
incorporation to be inapplicable or unenforceable in an action, we may incur further significant additional costs associated with resolving the dispute in
other jurisdictions, all of which could harm our business.

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

None.
Use of Proceeds

None.
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Issuer Purchases of Equity Securities

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.
Item 5. Other Information

Rule 10b5-1 Trading Plans

The adoption or termination of contracts, instructions or written plans for the purchase or sale of our securities by our directors and officers (as
defined in Rule 16a-1(f) under the Exchange Act) during the three months ended June 30, 2024, each of which is intended to satisfy the affirmative
defense conditions of Rule 10b5-1(c) under the Exchange Act, were as follows:

Aggregate # of Securities

Name Title Action Date Adopted Expiration Date to be Purchased/Sold
Senior Vice President,
Carol Carpenter () Chief Marketing Officer @  Adopted May 24, 2024 August 1, 2025 25,000
Chief Technolo% Officer,
Marc Whitten (") Create Adopted May 28, 2024 December 31, 2024 264,570 ¥

() Each of Ms. Carpenter's and Mr. Whitten's plans provides for the potential sale of our common stock currently held in account and future vesting events. The plans expire on the respective
dates shown above, or upon the earlier completion of all authorized transactions under the plans.

@ Carol Carpenter resigned as our Senior Vice President and Chief Marketing Officer, effective as of June 30, 2024, and will serve as a Strategic Marketing Advisor and assist with the
transition of her responsibilities until she departs from the Company, effective December 1, 2024.

®) Marc Whitten resigned as our Chief Product and Technology Officer, Create, effective as of June 1, 2024, and served as a Strategic Advisor until he resigned from that role on July 9, 2024.

® Represents the maximum number of shares subject to the trading plan, only a portion of which would have been sold as the trading plan was designed to sell the net shares following the
sell to cover of taxes for each vesting event for all remaining awards under his plan until December 31, 2024.
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Item 6. Exhibits

EXHIBIT INDEX
Incorporated by Reference
Exhibit Number Description of Exhibit Form File Number Exhibit Filing Date
Agreement and Plan of Merger, dated as of July 13, 2022, by and among
2.1 Unity, Merger Sub and ironSource. 8-K 001-39497 2.1 July 15, 2022
3.1 Amended and Restated Certificate of Incorporation of the Registrant 8-K 001-39497 3.1 September 22, 2020
3.2 Amended and Restated Bylaws of the Registrant 8-K 001-39497 3.2 September 8, 2023
Offer Letter by and between Unity Technologies SF and Matthew
10.1 Bromberg dated April 30, 2024. 8-K 001-39497 10.1 May 1, 2024
10.2 CEO Severance Plan. 8-K 001-39497 10.2 May 1, 2024
10.3 Form of Performance Option Grant Notice and Agreement. 8-K 001-39497 10.3 May 1, 2024
Employment Role Change Agreement by and between Unity Technologies
10.4 SF and Mr. Whitehurst dated April 30, 2024. 8-K 001-39497 10.4 May 1, 2024
10.5 Amended and Restated Non-Employee Director Compensation Policy. 8-K 001-39497 99.2 May 1, 2024
Resignation and Transition Agreement, by and between Marc Whitten and
10.6 Unity Technologies SF, dated May_10, 2024. 8-K 001-39497 10.1 May 13, 2024
Resignation and Transition Agreement, by and between Carol Carpenter
10.7 and Unity Technologies SF, dated June 18, 2024. 8-K 001-39497 10.1 June 20, 2024
31.1* Section 302 Certification of Principal Executive Officer
31.2* Section 302 Certification of Principal Financial Officer

Section 906 Certification of Principal Executive Officer and Principal
32.1%# Einancial Officer

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

101.INS the Inline XBRL document.

101.SCH* Inline XBRL Taxonomy Extension Schema Document

101.CAL* Inline XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF* Inline XBRL Taxonomy Extension Definition Linkbase Document
101.LAB* Inline XBRL Taxonomy Extension Label Linkbase Document
101.PRE* Inline XBRL Taxonomy Extension Presentation Linkbase Document
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Cover Page Interactive Data File (formatted as inline XBRL and contained
in Exhibit 101)

Filed herewith.

The certifications attached as Exhibit 32.1 accompany this Quarterly Report on Form 10-Q pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, and shall not be deemed “filed” by the Registrant for purposes of Section 18 of the Securities Exchange
Act of 1934, as amended, and are not to be incorporated by reference into any of the Registrant's filings under the Securities Act of 1933, as amended,
irrespective of any general incorporation language contained in any such filing.

The agreements and other documents filed as exhibits to this Quarterly Report on Form 10-Q are not intended to provide factual information or other
disclosure other than with respect to the terms of the agreements or other documents themselves, and you should not rely on them for that purpose. In
particular, any representations and warranties made by us in these agreements or other documents were made solely within the specific context of the
relevant agreement or document and may not describe the actual state of affairs as of the date they were made or at any other time.
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SIGNATURES

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

UNITY SOFTWARE INC.

By:  /s/ Mark Barrysmith
Mark Barrysmith
Chief Accounting Officer
(Principal Accounting Officer and Duly Authorized Signatory)

Date: August 8, 2024
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Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

1, Matthew Bromberg, certify that:

1.

I have reviewed this Quarterly Report on Form 10-Q of Unity Software Inc.;

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

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

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

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

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

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

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

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

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

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

Date: August 8, 2024 By: /s/ Matthew Bromberg

Matthew Bromberg
President and Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

1, Luis Visoso, certify that:

1.

I have reviewed this Quarterly Report on Form 10-Q of Unity Software Inc.;

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

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

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

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

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

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

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

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

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

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

Date: August 8, 2024 By: /s/ Luis Visoso
Luis Visoso

Executive Vice President and Chief Financial Officer
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
AND PRINCIPAL FINANCIAL OFFICER PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Matthew Bromberg, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly
Report on Form 10-Q of Unity Software Inc. for the quarter ended June 30, 2024 fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended, and that information contained in such Quarterly Report on Form 10-Q fairly presents, in all material respects, the financial condition
and results of operations of Unity Software Inc.

Date: August 8, 2024 By: /s/ Matthew Bromberg
Matthew Bromberg
President and Chief Executive Officer
(Principal Executive Officer)

I, Luis Visoso, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report on
Form 10-Q of Unity Software Inc. for the quarter ended June 30, 2024 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934, as amended, and that information contained in such Quarterly Report on Form 10-Q fairly presents, in all material respects, the financial condition and results of
operations of Unity Software Inc.

Date: August 8, 2024 By: /s/ Luis Visoso
Luis Visoso

Executive Vice President and Chief Financial Officer
(Principal Financial Officer)

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not to be incorporated by
reference into any filing of Unity Software Inc. under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended (whether made before
or after the date of the Form 10-Q), irrespective of any general incorporation language contained in such filing.



